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ion making and €0

decis
- Or |

Explain the distmctlon petween,cost control and cost reduction, Enum

Crate some
of the importam tools/techmques of cost reductlon and cost control.

The Budget Manager ofa company is preparmg a ﬂex1ble budget for the commg

accounting year. The company produces a single PTOduct The : following information
1s prov1ded

Direct material costs Rs.120 pcr umt Direct labour averages Rs.50 per hour and
_tequires 1.8 hours to produce one unit of the product. Salesmen are paid a
commlsswn of Rs.10 per unit sold. Other variable selling and administration

expenses are estimated as Rs.8 per unit. Fixed selhng and admlmstratlon expenses
amount to Rs.2,50,000 per year :

M
anufacturing overhead has been estimated in the followmg amounts under given
conditions of volume:

-

- & C

| Volume of productl@ Sale (umts) 12,000 © 15,000
W * - —
W 2,40,000 3,00,000
Tt o ’1',20,000 1,50,000
84,000 105,000
60,000 69,000
1,40,000 1,55,000
1,00,000 1,00,000
80,000 80,000
8,24,000 9,59,000
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Prepare a budget of total cost at 14,000 units of output.

Or

ABC Ltd. a newly started company wishes to prepare cash budget from January.
Prepare a cash budget for the first six months from the following estimated revenue
and cxpenses.,

g Selling &
Month | Total Sales | Muterials | Wages | oogongs | Distribution
\ _ . Overheads
Jan 20,000 20,000 4,000 3,200 800
Feb 22,000 14,000 4,400 3,300 900
March 28,000 14,000 © 4,600 3,400 900
Apnl 36,090 22,000 4,600 3,500 1,000
May 30,000 20,000 4,000 37200 900
June 40,000 25,000 5,000 — 3,600 - 1,200
() Cash balance on January, 1 was Rs 10,000.
(ii) New machinery 1 e installed at Rs.20,000 on credit, to be repaid by

two equal mstag@g ts in March and April.

(iii) Sales com@swn at @ 5% on total sales is to be pa1d within a month
followm@%ctual sales.

@iv) Rs.10,000 being the amount of 2nd call may be received in March:
(v) Share premium amounting to Rs.2,000 is also obtainable with the 2nd call

(vi) Period of credit allowed by suppliers — 2 months

(vii) Period of credit allowed to customers — 1 month

(Vﬁi) Delay in payment of overhcads = l month

(ix) Delay in payment of Wages = 1/2 month

(x) Assume cash sales t0 be 50% of total sales

“PT.O.
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ingle product and standard costing syster, is followeq 1
n

" -car i :
. iml t'On lhc Stdndﬂrd COSt C ld 0 th: l . f 1
| 1011 a
the OrgﬂanQ | | l )
fmﬂtcriﬂl m\d lﬂb()l" pcr un t ;ho S t]
0 b
I nrticulm S
] thiﬁlS 20 kg. m
Direct ma )

Direct labour (4
put for the third quarter of a year was 2,000 units. Actual output

Budgeted out .
is 1.800 units. Actual costs for the quarter are as follows:

Production and Sale | 2,000 units | 1,800 units

Direct Materials 10,000 Kg. @ Rs.2 per Kg 10,500 Kg.@ Rs.2.50 per Kg |

Dircct Labour | 8,000 hours @Rs. 16 per hour | 7,400 @Rs. 18 per hour

~ You are required to calculate :

() Material Cost Variance
(ii) Méterial Price Variance<™
&
4(11,1) Material Usagesé%é%mie ~
(iv) Labour Co@riance
v) Labour Rate Variance

(vi) Labour Efﬁciency Variance

Materig]
' Quang;
A 'y (kgs.) Rate per kg:(Rs.)
B . 4 ‘ 6
: ' 8 7
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During the April, 2022, 1,000 kgs. of the product were produccd. The actual
consumption of material was as under:

Material Quantity (kgs.) Rate per kg.(Rs.)
A 500 7
B 760 >

You are required to calculate :
(1) Material Cost Variance
(ii) Material Price Variance

(i) Material Usage Variance

(iv) Material Mix Va.ri‘a’nce‘

(v) Material Yeild Variance

" 4. (a) What do mean by P/V ‘ratio. Discussits importance. How can it be

5
improved? - Q (5)
© |
“(b) ABC manufacturiig company provides you the following financial information
about their tacles frames business which they started two years agQq:
N ) |
—\ | Financial Year ~ Financial Year
2020-21 (Rs.) - 2021-22 (Rs.)
I Sales 40,000 60,000
= 35,500 43,200
Total Cost
. you are required t© compute:
@) p/V ratio |
. les level
.y ‘Break-even sa
(i) B o
(ify Margin of 5276
Or
PT.O.
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6
Steel Company produces three grades of steel namely Super, Good and
SR N th ot

1. Each of these three grades of steel are high in demand and the company
Normal. bat

: "
is ablc to scll whatever 18 pmdnud.

pottle-neck. The company is operating at 100% capacity

The processing hours is a
The variable conversion cost per unit 1s at Rs.100 per process hour. The fixed
cost is Rs.24,00,000. In addition, the Cost Accountant was able to extract N

following information about the three grades of steel.

Product . Super Good Normal
Budgeted Production (units) 3,000 3,000 3,000
Selling price per unit (Rs.) 4,500 3,600 3,000
Direct Materials cost per unit (Rs.) 1,200 1,500 1,400
Process hours per unit 20 12 10

Required :

(1) Determine the contribution margin per.unit and statement of profitability at
budgeted operations. |

O N
‘management showing the relative profitability of three
grades of SteelQ\ng“ming processing hours is a bottle-neck.

(i1) Present an analysij

(iii) Managem&? wishes to im
Assuming as Per manage
exceeds 4,000 units and a

10 be produced. Find the
profit thereop_

Prove profitability by changing the product mix.
ment policy the production of any product cannot
minimum of 1,000 units of each grade of steel has

Most profitable mix as per management policy and

A COfnpany C
urrently q g 2
Y Operating at gy, capacity has the following particulars :

> - “\v\m“‘*‘-’

32,00,000
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. - ' ity of the
An export order.has been received that would utilise half the capacity y py
factory. The order cannot be split, i.c., it has to be taken in full and execute
10% below the normal domestic pnu,s, or rejected totally. The alternatives

available to the management arc :

() Reject the order and continue with the domestic sales only (as at present);

or

(i) Accept the order, split capacity between overseas and domestic sales and

turn away excess domestic demand
Prepare, a comprehensive statement of profitability and suggest the best
alternative.

Or

Briefly explain the any two of the following statements :
(i) Responsibility accounting is an important device-for control.
(ii) Performance of a division can be measured on number of criteria.

(iv) Marginal costing and differential costing is one and same technique.
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ekt it
ﬁmﬁmg,ﬁﬁaﬁﬁaﬁ wie = 2,50,000 w3,
o e 8 e ARt T Y B R e g o g
Volume of P"Od““io“ & Sale (unjts) 12,000 m
Expenses . Rs.
Indirect materials 2,40,000 3 00,*0(5~
Indirect labour - 1,20,000 1,50,000
Inspection ] 84,000 1,05,000
Maintenance 60,000 69,000
Supervision 1,40,000 1,55,000
Depreciation- plant & equipment 1,00,000 ‘1,00,000
Engineering services | 30,0()0 80,000
| Totgl manufacturing overhead . 8,24,000 49,5'9,0()0

14,000 I F IS TGN A H1 qore Jaw DR

at

W%Wﬂémﬁﬂimm%mmﬁmmm%l

Month | Total Sales - Producti i
Materals | Wages | - (OMCON | piipygion
— —— . : Overheads
000 20,000 4,000 )
— 00 | 4000 3,200 300
) 22,000 14,000 . 4.400 00
March [ 28000 | jpo T s :
April 36,000 | 4o e =
L 2000 |
Ry e e
o ————— ] 3 0
- ] 2 4,000 3,200 900
June 40.0 T :
000 ‘ -l
" | 25,000 5,000 3,600 1,200
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Particulars | ) | Rs.
| Direct materials (20 kg. @ Rs. 2 per kg) . 40
Direct labour (4 hours @ Rs. 16 per hour) 64

waﬁaﬁiﬁa&ﬁmﬁa‘?mmmz oooaﬁzmlmﬁmmleoouﬁt
2\ fomrdt & forg arefad SN T WK 2 '

Production and Sale 2,000 units 1,800 units
Direct Materials 10,000 Kg.@ Rs.2 perKg 10,500 Kg.@ Rs.2.50 per Kg
Direct Labour 8,000 hours @Rs.16 per hour | 7,400 @Rs. 18 per hour
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Financial Year Financial Year
| 2020-21 (Rs.) 2021-22 (Rs))
Total Sales = - R IE .40,000 A0 60,000 .
Total Cost = - 35500 43,200
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l;r;)duct S , " Super COOd . Normal

. Bu-dgeted Production (units) 3,000 13,000 3 ,000
P-_Seiiing price per unit (Rs.) ' 4’500~ 3,600 3 000
Direct Materials cost per unit (Rs.) 1,200 1,500 ],400

' ‘ 20 iz| 10

/ -
Process hours per unit
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Rs.
Sales ‘ ' <32,00,000
Direct materials T 10,00,000 :
Direct labour o L. - 4,00,000 |
Variable overheads . 2,00,000
- |-Fixed overheads 13,00,000
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