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Answers to guestions are to be given only in Eoglish except in the casc ol candidates
who have opted for Hindi medium, 1f a candidate who has not cepted lor Hindi
medium, answers in Hindi, his angwers in Hindi will not be valued.

Question Nos, 1T and 6 are compulsory,

Altempt three questions out of remnining Question Nos. 2, 3, 4 and § and altenpt
two questions {rom the remaining Quostion Nos. 7, 8 and 8.

Working notes should form part of the answer,

RYHE
L. (o) XYZ Lid. produces and sells sophisticated glass items—"A" and ‘T3, In conncelion Ja54
with both the produets the following informations are revealed from the cost =10
records for the month February, 2008 : :
Prodict A B
Crutput  (in units) 60,000 15,000
Sales {(Hs) 37,80,000 20,556,000
Cost Structure
Direct material (Rs. per unit) 18.75 ' 40,00
Direct Wages (Rs. per unit) 10.00 13.00
Direct labour hours 30,000 hrs. 9,750 hirs,
No, of quantity produced per batch 240 L0
Setup lime per bateh 2 hrs. 5 hirs,
The Indirect costs for the month are as under :
Rs.
» Cleaning and maintenance waoges 2,70,000
Designing Costs 4,50,400
Setup cosks 3,600,000
Manufacturing operation’s costs 6,37,000
Shipment costs 851,000
Disiribution costs 3,91,500
Factory administration costs 2,55,000

X _ oo,



X

At present the company adopts Lthe policy to absorb indiveel costs applyving
direct Inbour hour hasis and enjoying a good position in the markel witl
regard to Produet I3, but facing a sUIT price competition with regard to Droduct

A The cost Accountant of the company, alter making o rigorous analvsis of

the data, decided to shifl from the ahsorption technique based on direet labour
hours Lo activity cost driver basis and also Lo treat cleaning and maintenunce
wapes as direel cost,

The cost accountant identified Rs. 1,2¢,000 for product A and the balance of

cleaning and maintenance wages for product B.

The data relevant to activities and products are as lollows

Produci Prodiuct
Activity Cost driver A FH
Designing Sguare feet 30 sq.It. 7O sq.11.
Manulacturing operation’s Moulding machine hours 9,000 hrs, 3,750 hrs,
Shipment : Number of Shipments 100 100
Distribuiion : Cubic leet ' 45,000 cude. 22,500 cu.fl.

Setup ol moulding machine : Sctup hours

Ficlory administration ; Direct labour hours

{1}
{c)

()

You are required : . .

(i) to compute the total manufacturing cost and profits of both the produicts
by applying direct labour basis of absorption, assuming cleaning and
maintenance cost as indirect,

(i1) Lo compuie the total manufacturing cost and profits of both the products
by applying activity based costing, assuming cleaning and maintenanee
cost as mndirect

(i) to compare the results obtained from (i) and (1) and give your opinion on
the decision of cost aceountant.

State ‘Essentials of good cost accounting systeny,
Explain the limitations of Uniform costing.

OEl]C\,llEltG the total wa res earnad ]()'S" a8 \\’(JI‘](]]]HH for a working day ol'8 hou 5
- . b} .
under ]']tﬂ.‘%(—)y and Rowan Plansg

¢ Standard production per hour 20 units
e Actual production of the day 200 unite
o Wages rate per hour Rs. 30
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A factory incurred Lhe following expendilure during the yvear 2007 ¢

Diireel material consumedd
Manulacturing Wagoes
Manufacturing overhead
Fixed
Variable

In the year 2008 following changes ave expecled in production and cost af

A

production

(i) Production will increase due bo recruitment of G0% more workers in the

factory.

(it) Overall efficiency will decline by

new workers,

(ii1) There will be an increase of 20% in Fixed overhead and GO% in Variahie

overhead.

{iv) The cost ol dircet maiccial will be decreased by 6%,

3,603,000
2,560,000

201

10% on account ol

s,

19,00,000

7,08

2,000

$,10,000

(0,000

recrultment of

(v) The company desire to carn a profit of 10% on selling price.

Ascertain the cost of production and seiling price.

. . . A
Txplain the term cost audit and discuss the purpose served by il

Ixplain tmplicit costs and expiicil costs.

PQR manufacturers—a small scale enterprise produces a single product and
has adopted a pelicy to vecover the production overheads of the faciory by
adopting a single blankel rate based on machine hours. The budgeted production
overheads of the factory are s 10,038,000 and budgeted machine hours are

86,000,

For o period of [hrsl six months of the financial year 2007-05, following mformalion
wore exbracted from the books

Actunl production overhends

Amount inciuded in the production overheads :

Paid as per court’s order

xpenses of previous yvear booked in current year
Paid Lo workers (or sbrike peviod under an award
Obsolete stores written off
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Production and sales data of the concern Tor the hrst SiX rmonihs are os
under :
Production :

I'inished goods 22,600 units
Works-in-progress
(60% complete in every respect) 16,000 units
Sale :
Finished goads 18,000 units

The actual machine hours worked during the period were 48,000 hrs. It is
revealed from the analysis of information that 1/4 of the under-absorption
was due to delective production policies and the balance was aliributable to
increase in costs.

You are required :
{i} to determine the amount of under absorption of preduction overheads for
the period,
{11} to show the accounting treatment of under-absorption of production
overheads, and
til) to apportion the unabsorbed overheads over the items,

Discuss the A.B.C. analysis of material control.

i

The following figures have been cxtracted from the cost s=cords of B
manufacturing company :

Stores ' Rs.
Opening Balance 63,000
Purchases 3,36,000
Transfer {from Work-in-progress : 1,68,000
Issues to Work-in-progress 3,36,000
Issues to Repairs and Maintenance 42,000
Deficiencies found in Stock taking 12,600

Work-in-progress : _

Opening Balance 1,26,000
Direct Wages applied ' 1,26,000
Overhead Applied 5,04,000
Closing Balance 84,000
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Finished Products
Others : Wages incurred Rs. 1,47,000; Overhead incurred Rs. 5,25,000.
Income from investment Rs. 21,000; Loss on sale of Fixed Assets Re. 42,000,

Draw the stores control account, work-in-progress control account, costing
profit and loss account, profit and loss account and reconciliation statement.

(b) Explain ‘Contrellable and Uncontrollable Costs’ 4
“(a) Modern Construction’T.id. Obtained a contract No. B-37 for Re. 40 lakhs. The 54149

following balances and information relate to the contract for the year ended =8
31st March, 2008 ;

1.4.200% 31.3.2008
Re. Rs.
e Worl-in-progress :
Work certified 9,40,000 30,060,000
Work uncertified 11,200 32,000
s Materials at sile 8,000 20,000

o Accrued wages 5,000 3,000

Additional information relating to the year 2007-08 are :

o

Rs.
& Materials issued from store 4,00,000
2 Materials direclly purchased 1,650,000
-~ Wages paid 6,000,000
~*  Architect’s fees ‘ 51,000
_~ Plant hire charges 50,000
- Indirect cxpenses 10,600
e  Share of general overheads for B-37 18,000
/; Materials returned to store 25,000
- Materials returned to supplier 15,000
e lFines and penalties paid 12,000
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The contractee pays 80% of work certificd in cnsh. You are requirved to
prepare

(i) Contract Accouni showing clearly the amount of profits transforred to
Profit and Loss Acceunt

{(i1) Contractee’s Account
(i1} Balance Sheel.
(b Explain any two of Lhe [allowing Sk

(i) Bilficiency audit and Propricty audit.
(i) Differential cost and Opportunity cost
(iil) Cost centre and Cost unit.

6. (a4} A new project is underconsideration in Zip Ltd., which requives o capitil
Cvestment of Rs. 450 crove. Interest on term loan is 12% and Cerporate

Tax rate is H0%. U the Debt Bquity ratio insisted by the financing ageneies
i« 201, cateulate the point of indifference for the project.

C by X Lbd has the following bulances as o Ist April 2007

R,
Fixed Assels 11,40,000
Less o+ Duepreciation ‘ 300000 ¢
T741,000
Stocks and Debtors 4,775,000 7
Bank Dalooce 66,500
Creditors 1,134,000 -
Bills payable 76,000«
Capital (Shares of Rs. 100 cach) 5,70,000

The Company made the following estimates for financial year 2007-08 ¢

(1) The Company will pay a free of lax dividend of 109 the rate ol fax
heing 25%

(it} The Company will acquive fixed assets costing Rs. 1,80,000 after scliing
one machine for Bs. 38,000 Costiog Rs. 95,000 and on which depreciation
provided amounted to Rs. 66,500

(i) Stocks and Debtors, Creditors and Bills payables al the end of financial
year are coxpected to he Rs. 5.60,500, Rs. 1,458,200 and Rs. 03,800
respectively. - -
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(f;ifjﬁ’l‘hc: profit would be Bs. 104500 after depreciation of Rao 1 TLO00.

CPrepare Lhe projected eash Hlow statenent and ascertain the bank batance ol
¥ Lid. at the end of Financial yvear 2007-08.

(¢)  Lxplain Baomals Model of Cash Munagement. 4
7 (0 A firm can make investment in either of the following two projects, The firm 4

anticipates itg cost of eapital to he 10% and the net (after tax) cash flows of
the projects {or five years are as lollows ¢

(Figures i s 000)

Year “ 0 1 2 3 4 5

Projcet-A (500) 85 200 940 220 70

Project-B (500) 480 100 70 30 20
The discount factors are as under

Year 0 1 2 3 4 i)

PVE (10%) | 001 0E 075 068 062

PV (20%) 1 0.83 0.G8 .08 0.48 0.41

Required :

(i) Caleulate the NPV and IRR of each project.

.
(i) State with reasong which project you would recomuinend.
(ii1) 1xplain the inconsistency in ranking of two projects.
() Write short notes on G4
(1) Finance function
{11y Factoring.
8. (0 MNO Ltd. has lurnished the following cost data relating to the yvear ending 9
of 31st March, 2008
. Rs. (in lakhs)
- Sales 450
Material consumed 1h0
Direct wages 30
Pactery overheads (100% variable) GO
Office and Administrative overheads (100% variable) 60
Selling overheads 50
X AR
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The company wants to malke u forecast of working capital needed for ihe Do
year aond anlicipaies thay -
o Sales will go up by 100%.
o Selling expenses will be Rs. 150 laklus,

o Stock holdings {or the next year will be—Raw material for two nndd frol?

months, Work-in-progress for one month, Finished goods {or hall oot
and Book debts for one and half months,
»  Lags in payment will be of 2 months for creditors, * month (ur Wilges and
half month for Factory, Office and Administrative and selling overhends,
You are required to -
{i} Prepare statement showing working capital requirements for next yenr
atl

3

D Caleulate maximum permissible bank finance as per Tanden Copitioe
guidelnes assuming that core current assets of the firnt are estimated Lo
be Rs. 3¢ lakhs.

Explain ‘Global Depository Receipts” and ‘American De »asitary Reecipis
) I3 . I ) . [

J}elta I;i(] (.'L“‘J‘Onf_.l‘)’“ Ilf’l."?‘ dnl (_'('U.if«_\" Shll}“e cal )i{(ll 0[' HF I”_,UO UU’O Lf(“‘l.“i!‘i'\'i“iF\(;.‘,\
J i A )
()i‘ ],('O\“UU }"( lf,i[.' 5hi“'('\ f][‘ ;‘:f%. jU ()Zi(i]L r‘l‘h(! company iS TU]‘“‘," {-1”"‘:){”_”1 ‘l
E { . l ! by o

major expansion phon requiving {6 rise funds to the tune of Ry, 6.00,000. 14
finance the expansion the management has following plang ©
Plan-T ¢ Tssue 60,000 Eguity shares of Rs. 10 each.

Plan-1T : issue 40.000 Lquity shives-of Rs, 10 each and the balance through
long-term borrowing at 12% interest P

Plan-II1: Issue 30,000 Ilquity shares of Rs. 10 each and 3,000 Rs. 100, 99
Debentures,

Plan-1V : Issue 30.060 B juily shiares of Rs. 10 ench apd the balance throuuh
> i ¥ -
G% preference shaves.

The ERIT of the company is expected to be Ry, 4,00,000 p.a. assume corporale
tax rate of 40%.

Required ;
(1) Caleulate EPS in ecach of the above plans.

(i1} Ascertain the deorec of financial leverage in cach slan,
_ Y g I

Discuss the meaning and features of ‘Commercial paper”,
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