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Ql a) lfbeginning \lorli in process equivalenl units 're 
2500 uniis- work done in cuffent

pedod equivalenl units are 3800 units and units completed in ourront period are

4000, thcn ending woaL in process equivaleni units \\ill bc:

1.

2.

1,800 i.rnits 3.

2,300 nils ,1.

indirect \\ tig€s

health wagcs

I0. 300 units

l. J00 unils

b) ln cosxing oi ptojecl, \fages paid to

material shortags is termod as

l.

2.

(03 NlarL5)

c) Mr Pl.am's chocolale wiggly bars pass through two processes The data for the

monihjust ended ate:

Proccss I Proccss II

Rs Kg Rs

lngreclienls, 5,000 4,000 Paokaging 10,00t)

l-abour and or'erheeds 6 000 -.- Labor'lr and overlreads 9, 000

\{r l)ram allows the staflto eaL 57o oflhe chocoltrle as fhey work on Process I

'lhere was no *'otk in progress al the month cnd'l'here was a climate change and

the. slalf had eaten less chocolate At the end of prooess 1 3810 units arc

rranslerrecl to Process ll Prepare thc t\\'o process accounts and calculate the cost

per kg.
(04 Marks)

(tl3 Mark!)
$,orkers for unproductiYe work at limc of

L idlc time wages

4. shorlage time $ages



d) A product is finally obtained after it passes through lour distinct

following infomation is available from lhe cost records.

Process I Process II Process III Prcoess

Materials 1,600 2,600 2,000 1,025

Dircct 3,500 2,250 3,680 1,420

wages

Prcduction

overheads

500 units at 4 per unit were introduced in process l. Production

absorbed as a percentage ofdirect wages.

The actLlal output and normal loss of the respective processes arc gi

Output ofprocess II intrcduced as primary material in process lll
at 15,875.

Rate ofabsorption ofproduction overheads 70% ofdirect wages.

Output (units) Normal l,oss as

percentage of
output

For the third process, Prepare the process account and other rel



Q2 a) Outstanding expenses and rese e for doubtful debts are shown

l. l-iue

2. False

b) The forecast sales for an o.ganizaaion are as follows:

Janua.y fRs\ februa0 rRs) March (R(l

Sales 6000 8000 4000

All sales are on credit and recejvables tend to pay in the foli

In month ofsale

In month after salg

Two months of after sale

10%

40%

450/"

The o(ganization expects the rate ofirecovelable debts to be 5%

Calculate the forecast cash receipts fiom receivables in April,



NeMon Ltd manufacturers' three prcducts:

shown below.
Producl I

Sales in units 3000

opening inYentory is expected to be:

Prcduct I 500 units

Producl I 700 units

Product I 500 units

the expected sales for each product arc

Product 2

4500

Producl

3000

are

for

Menagement have stated their desire to reduce inventory levels and closing

inventoies are budgeted as:

Product 1

Product I
Product i

200 units

300 units

300 units

Three types ol materials are used in

three producls. Materials requirements

Product I

2kg

3kg

6kg

The opening irrventory ofmatedal is cxpected 10 be:

MaterialMl 4300 kg

Marerial M2 3700 kg

N4aterjal M3 4400 kg

varying amounts in the manufacture of the

per unil are shown below:
Product 2 Producl 3

3kg 4kg

:lkg 4kg

2kg 4kg

Material Ml

Material M2

Material M3

Material Ml
Maierial M2
Material M3

22001(g

1300 kg

2000 kg

Managemcnt are keen to reduce invgntory
jnveutories are to be much lower. Expected

levels for materjals as well and closjng

levels are shown.

Material prices are expeoted to be I 070. higher than this year and curent prices

Rs. 1,10/Kg for material Ml, Rs. 3.00kg fot material M2 and Rs 2.50/kg

materialM3.
hours perptandardTwo types ol labour are used in producing the three products.

unit are shown below:



Product I Product 2 Product 3

Skilled labour 3 I 3

Semi-skilled labour 3 3 4

Skilled labours arc to be paid at the rate of Rs.6rrour aod

the rate of Rs.4,rllour.

Requiredr

Prepare budget for
1. Ploduction (in quantity)

2. Material usage (in units)

3. Materials purohase (in quantity and value)

4. Labour (in hours and value)



QJ a) Tem which desoribes assigning of indircct cost, to any cost object hc

i.

2.

cvent?

I 179 tickets
2 167 tickets

cosi allocation

sales iracing

l.
4.

3

I

b) Niluk is a{anging for a pany to be held in the students' union. lhe use

will be free but security costs ofRs. 300 will have to be met. Th€ co$

band will be Rs. 2,500 and the supporting band will cost Rs.,150.

wiil be priced at Rs.15 each. On anival, every lioket holder will ba gi

ofrlater. worth Rs. I per borll(. Wlldl is rhe break-e\en numherot

217 tickets

233 tickets

c) A truck stafls \.vith a Ioad o[ l0 tons oi goods fiom station P. It unloads

station Q and resl of the goods at station R. It reaches back directly to

alier getting reloaded with S tons ofgoods at station R. The distance

Q, Q to R and drcn tom R to P are,10 l(ms. 60 kms and 80 kms re

Compule 'absolLrtc ton' km and commetcialton' lur-



has to supply 10,000 paper cones per day to a textile mill. He finds
when he stads a prcduotion run, he oan poduce 25,000 paper oones per day.

ofholding a paper cone in stock for one year is Rs 0.02 and the setting up
ofa production run is Rs.l8. How fiequently should production runs be

(05 Marks)

A lactory making fumishings has spare capacity;nd is considering taking on a
special order to make 200 cushions. It usually charges t2.30 to recover its
overheads. lfits variable costs are !8.20 andrit will incur packaging costs of!400,
what is the minimum price it should chargei \

1. Rs. 10.50

2. ! Rs.10.20

3.

4.

12.50

Rs.8.20

(05 Marks)
(Total 20 Marks)
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04) a) A clothing company produces wool jumpers. If wool is limited

should.these j umpers be produoed to maximize the company's

Man

s0.00

30.00

5.00

4.00

20 balls

1. Man, Wonen, Child

2. Women, Chiid, Man

Sales price

Material Cost

Labour Cost

Fixed Cost per

jumpei

Wool

45.00

24.25

5.00

4.00

l5 balls

28.0

,4.1

4.00

4.00

3.

4.

Child, Womeq

Women, Maq

b) ln absorption costing, an eflect on cost volume profit relationship is

L unil lerelolproduction J.

2. unil level ofsales 4.

c) Product design is an example ofwhich activity-level group?

L Produotlevelaotivity

2. Faci lity-level activity

3. Batchlevel

4. Unirlevel activity



Foduoos three products, and is reviewing the p.oduotion and sales

for the next'acoounting period. The following infomation is available for

prcducts.

(Rs 20 per 300

variable cost 90

Product Q

Rs. Rs,

600 300

r60

68

Product R

Rs. Rs,

40

14

Product P

Rs. Rs.

ing hice 100

(3e0) (228) (54)

2t0

um Demand 1000

hours are slriotly limited to 7800 hours in total

Caloulate the optimum prcduct mix and the maximum contribution.

A special contract requires 3,000labour hours What is the reievant cost of

these hou$.

(12 Marks)

46'72

600200
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cash inflows and (outflows) associated with a projeot are as follows:

start

Rs.

(120,000)

40,000

50,000

60,000

. 20,000

years.

years.

ear I

eat 2

Residual Value ofproiect at the end of3 yearc

e paybaok period for this projeot would bel

€ar J

2 years and 3 months

2 years and 6 months

3. 3

4.2

3.

4.

(2.5 Marks)

Which ofthe following statements concerning the NPV is not iue?

l, The NPV technique takes account ofthe time value ofmoney

2, The NPV of a project is the sum of all the discounted cash flows

associated with a projeot.

The NPV teohnique takes account ofall the cash flows associated with a

project

lftwo competing projects are being considered, the one expeoted to yieLd

the lowest NPV should be s€lected,

(2.5 Markr)

Given standard time pff unit is 80 hours, standad time pet hour @ Rs 1 per hour,

actual fine pel unil is 90 hours and aotual rate per hour @ Rs 1.10 per hour.

Detemine labor cost variance, labor rate variance and labor efficiency variance.

1. Rs 11, Rs 22 and Rs 10 all unfavorable

2. Rs 19, Rs 9 and Rs l0 all favomble

3, Rs 19, Rs 9 and Rs 10 all ufavorable

4. Rs I 1, lls 22 and Rs 10 all favorable

(2,5 Marks)

d) Wren actual price is higher or lower than the standard price,andard price, then ii is

3. Sales mix variancdL Sales price va ance

2. Siles volume variance 4. Sales quantity variance,

(2.5 Marks)
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e) The standard direct matedal

l)irect matedal A

Direct material B

Direct iabor

Du ng November , the

production costs wete :

Direct material A

Direct materialB

Direct labor

Required:

Caioulate the following va anoes:

L Dircct materials prioe

2, Direct matedals usage

3 . Direct labor mte

4.Direct labor idle time

and labor costs for a Product are :

2kgx4perkg

0.5 literx 6 per liter

0.75 hour x i2 per hour

company made 3 ,200 units and

6,100 kgs

1,750 liters

2,200 hours paid (only

2,000 hours rvorked)

I


