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ANSWER ANY FIVE QUESTIONS
1.
Define cost and explain in detail about classification of cost?
2.
The product Z of Lath Alts passes through two processes A and B.  Following is the 
information relating to both the processes:
	Particulars
	Process A
	Process B

	Material in tonnes
	1000
	300

	Cost of material per tonne
	` 125
	` 200

	Direct wages
	` 28,800
	` 11,160

	Production over heads
	25% of direct wages
	25% of direct wages

	Output in tonnes
	810
	780

	Normal wastage
	5% of input
	5% of input

	Normal scrap
	10% of input
	10% of input

	Realizable value of normal scrap
	` 80
	` 200

	Opening finished / processed stock
	90 tonnes @ ` 380
	120 tonnes @ ` 380



2/3 of process A stock is transferred to process B and 1/3 of the balance stock is sold.  2/3 
of the process B stock is sold.


Prepare Process Account, Process Stock Account, abnormal Loss / Gain, and Normal 
Loss account.

3.
PCT Ltd provides you the following information for the year 2011.
	
	First half `
	Second Half `


	Sales
	20,000
	30,000

	Profit earned
	7,200
	13,200



You are required to calculate the following, assuming that the fixed costs remain constant 
during each of the half year.

a)
The P/V, ratio, fixed cost, BEP and Margin of safety for first half, second half and for 
the whole year.

b)
The amount of profit / loss when sales for the year are ` 60,000.


c)
The amount of sales required to earn a profit of ` 59,040.


d)
The amount of sales required to earn a profit of 10% on sales,


e)
The amount of profit of the year 2012 assuming anticipated 10% increase in selling 
price but 20% decrease in physical sales volume and fixed costs.
4.
From the information prepare cash budget of a company.

	
	1st qtr `
	2nd qtr `
	3rd qtr `
	4th qtr `

	Opening cash balance
	10,000
	--
	--
	--

	Collection from customers
	1,25,000
	1,50,000
	1,60,000
	2,21,000

	Payments:
	
	
	
	

	Purchase of material
	20,000
	35,000
	35,000
	54,200

	Other expenses
	25,000
	20,000
	20,000
	17,000

	Salary and wages
	95,000
	95,000
	95,000
	1,09,200

	Income tax
	5,000
	--
	--
	--

	Purchase of machinery
	--
	--
	--
	20,000



The company desired to maintain a cash balance of ` 15,000/- at the end of each quarter.  
Cash can be borrowed or repaid in multiples of ` 500/- at an interest of 10% per annum.  
Management does not want to borrow cash more than what is necessary and wants to 
reply as early as possible.  In any event, loans cannot be extended beyond four quarters.


Interest is computed and paid when the principal is repaid.  It is assumed that borrowings 
take place at the beginning and repayment are made at the end of the quarters. 
5.
The standard cost card for product 'Simco' reveals :
	
	
	`

	Standard materials
	2 kgs of A @ ` 2/- per kg
	4.00

	
	1 kgs of B @ ` 6/- per kg
	6.00

	Direct labour
	(3 hours @ ` 6/- per hour)
	18.00

	Variable over heads
	(3 hours @ ` 4/- per direct labour hour)
	12.00

	Total standard cost per unit
	
	40.00



It is proposed to produce 10,000 units of 'Simco Product' in the month of March and 
budgeted costs on the information contained in the standard costs card are as follows:

	
	
	`

	Direct Material
	20,000 kgs of A @ ` 2/- per kg
	40,000

	
	10,000 kgs of B @ ` 6/- per kg
	60,000

	Direct labout (30,000 hours @ ` 6/- per hour)
	1,80,000

	Variable overheads (30,000 hours @ ` 4 per direct labour hr)
	1,20,000

	
	4,00,000

	The actual results are :
	

	Direct material -- 19,000 kgs of A @ ` 2.20/- per kg
	41,800

	                        -- 10,100 kgs of B @ ` 5.60/- per kg
	56,560

	Direct labout (28,500 hours @ ` 6.40/- per hour)
	1,82,400

	Variable overheads
	1,04,400

	
	3,84,760



Actual production was 9000 units

From the above information, calculate the following variances and prepare a variance 
report showing reconciliation of standard cost and actual cost.


a)
Material and usage

b)
labour wages rate and labour efficiency.

c)
Variable overheads



i)  Total variable over heads variance
ii)  Overheads expenditure variance



iii) Overheads efficiency variance.



6.
Define zero based budgeting and what are its features advantages and disadvantages?
7.
Explain in detail about make or buy decision.
-- 00 -- 00 --
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