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1. (a)

2

Explain the significance of cost reduction in the present economy. Mention

some important techniques used for cost control. (9)

(b) "The aim of Responsibility accounting is not to place blame. Instead, it is

to evaluate performance and provide feedback so that future operations can

be improved." Discuss. (9)

OR

(c) "Management Accounting is an extension of managerial aspects of cost

accounting". Elucidate. (9)

(d) What is residual income? How does it help to overcome the limitation of
ROr? (9)

(a) Chennai Engineering Ltd. manufactures two products p, and p, by using raw

materials A, B, C and D in the proportion as follows :

Product P, uses raw materials A and B in the ratio 4: l.

Product P, uses raw materials C and D in equal proportions.

The finished weight of product P, and P, are equal in the weight of their

ingredients.

During the month of January , 2020 it is expected that 60 tons of p, and 200

tons of P, will be sold.

Actual and budgeted inventories for the month of January ,2020 are as

follows :
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Material Actual Inventory as

on 01-01-2020

Budgeted inventory as

on 31-01-2020

A 15 tons 20 tons

B 10 tons 40 tons

C 200 tons 300 tons

D 250 tons 200 tons

Product Pr 10 tons 5 tons

Product Pz 50 lons 60 tons

The purchase price of material for the January, 2020 is expected to be as

follows :

Material Rs

A 500

B 400

C

D 200

A1l materials will be purchased in the beginning of January.

You are required to prepare :

(i) The production budget for the month of January

(n) The material requirement budget for January

(iii) The materials purchase budget indicating the expenditure for materials

for January. (15)

(b) Briefly describe any five objectives ofbudgetary control (3)

OR

P.T.O.
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(c)

4

The budget manager of Jupiter Electricals Limited is preparing a flexible

budget for the accounting year starting from 1", Jnly, 1992.

The company produces one product-DETX II. Direct material costs Rs. 7

per unit. Direct labour averages Rs. 2.50 per hour and requires 1.6 hours

to produce one unit of DETX II. Salesman are paid a commission of Rs. 1

per unit sold. Fixed selling and administrative expenses amount to Rs. 85,000

per year.

Manufacturing overhead is estimated in the following amounts under specified

conditions of volume :

Yoh.me of Production (in units) 1,20,000 1"50,000

Expenses Rs Rs

Indirect material 2,64,O00 3,30,000

Indirecl labour t,50,000 I 87 )00

Inspection 90,000 l,12,500

Maintenance 84 000 1,02,000

Supen'ision 1,98,000 2"34,000

Depreciation - Plant and equipment 90,000 90 000

Engineering services 94 000 94.000

Total manufacturing overhead 9 70 000 1 1,50,000

Normal capacity is 1,25,000 units

Prepare a budget of total cost at 1,40,000 units ofproduction. (12)

(d) What do you understand by Zero base budgeting ? How is it different

from Traditional Budgeting? Write in bridf some advantages of ZBB?

(6)



Budget Actual

Man Hours 40 000 43,000

Output per man hour (Units) 3.2 3.0

Overheads (Rs) 5 i 200 50 000

Number of working days 22 23

7359 s

3. ABC Ltd. provides the following information for April , 2015 :

Compute :

(i) Fixed Overhead Cost Vartance

(ii) Fixed Overhead Expenditure Variance

(iii) Fixed Overhead Volume Variance

(iv) Fixed Overhead Effioiency Variance

(v) Fixed Overhead Capacity Variance

(vi) Fixed Overhead Calendar Variancc ( l8)

OR

Vinak Ltd. Produces an article by blending two raw materials. It operates a

standard costing system and the following standards have been set for raw

materials :

Materials Standard Mix Standard Price (per kg.)

A 40o/o Rs4

B 600/o Rs3

3
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The standard loss in processing is l5%. During Apnl,2Ol3 the company produced

1,700 kg of finished output. The Position of stocks and purchases for the month

of April 2013 is as under:

Material Stock on
1.4-2013

(kc)

Stock on
30,4.2013

(ks)

Purchase
during April

2013 (kg)

Purchase
during April

2013 Cost (Rs)

A 35 -5 3 400

B 40 50 r,200 3 000

Calculate the Following Variances :

(i) Materials Price Variance

(ii) Materials Usage Variance

(iii) Materials Yield Variance

(iv) Materials Mix Variance

(v) Material Usage (Revised) Variance

(vi) Total Material Cost Variance (r8)

(a) Prepare Income Statement as per (i) Variable Costing and (ii) Absorption

Costing.

Details Year 20ll-12 Year 2Ol2-13

Ope.ring Inventory Nil t2 000

Production 68 000 56,000

56 000 61 000

t2 000 4,000

4

800

Sales

End Inventory
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Direct Materials Rs. 300

Direct labour Rs. 400

Variable Manufacturing Overheads Rs. 50

Standard Variable Cost of Production Rs. 750

Sales Commission (d, 4o/o of Sales Value

Selling Price per unit Rs. 1250

Annual Budget for Fixed Manufacturing Overheads is Rs. 75,00,000 for the

budgeted production of 60,000 units. Budgeted Fixed Selling and

Administrative Overhead are Rs.32,50,000. (15)

(b) What is Margin of Safety and Angle of Incidence? (3)

OR

(c) There are two factories under the same management. The management desire

to merge these two plants. The following particulars are available :

Factory I Factory II

Capacity operalion 100% 60%

Sales Rs 300 lakhs Rs 120 lakhs

Variable cost Rs 220 lalhs Rs 90 lakhs

Fixed cost Rs riO lakhs Rs 20 lakhs

You are required to calculate :

(i) What would be the capacity of the merged plant to be operated for

the purpose of breaking even?

P.T.O.
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(ii) What would be the capacity of the merged plant to earn a proht of Rs.
60 lakhs?

(iii) What would be the profit on working at g\yo of the merged
capacity? ( 15)

(d) What is a break - even chart? Explain its uses. (3)

5. (a) The relevant data ofX Ltd. ror its three products A, B and c are as under:

Particulan A B C

Direct Materials (Rsiunits) 260 300 250

Direct Labour G{s/mits) 130 270 260

Variable Overheads (Rs/units) I10 230 180

Selling Price (Rs/unit) 860 1040 930

Machine hours Required (per unit) 12 6 J

The estimated fixed overheads at four dif'ferent levels of3,600; 6,000; g,400

and 10,800 machine hours are Rs. 1,00,000 ; Rs. 1,50,000 ; Rs. 2,20,000
and Rs. 3,00,000 respectively. The maximum dernand of A, B and C in a

cost period are 500; 300 and 1,900 units respectively. you are required to
find out :

(i) the most profitable product-mix at each level and

(ii) the level of activity where the profit would be maximum. ( 1g)

OR

(a) A manufacture has planned his level of operations at 50% of his planned

capacity of30,000 units. His expenses are estimated as follows, if 50% of
plant capacity is utilized.

8
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Direct Materials Rs. 8.280

Direct Wages Rs. ll,l60

Variable and other manufacturing expenses Rs. 3,960

(b) What do you mean by make or buy decisions? State the quantitative as

well as qualitative considerations influencing a "make or buy" decision.

(e)

(o.) q-fqn qtq{p{r t arrm c-c c't} * rrrs 6} tsq dfrqr aFra ffieur * fts
nftr *+qre E-ir cr€Wt rqll-qt- qr yde dftcr (c)

(rr) 'rtrrcr& fu*.rcl 3tyq frffi qr srtc orn* <& tr gr$ corq, qe+r s?w

rrerfq qr Xsro-< o'cqr *r ffio tir * ilfr qBq + qfta,o" d trm qqrqt vr
vtr'wf dfugr (c)

Srstrtt

(u) "wtn M+-r arrrr fuo-r * rffir vrg* 6r frRR *ar we dfrqr
(c)

(u) wafte srq er *fr *? qr qrs rt * ftcr d qr m'Gd *S req a'{ft *?
(c)

P.T.O

'1.

Total Fixed expenses irrespective of Capacity utilization Rs. 6000

Expected selling price in the domestic market is Rs. 2 per unit. Recently the

manufacturer has received trade enquiry from an overseas organization

interested in purchasing 6,000 units at a price of Rs. 1.45 per unit, As a

professional management accountant, what would you suggest regarding the

acceptance or rejection of the offer? Support your suggestion with suitable

quantitative information? (9)
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(u-) *qg FSRrrRrr frfrts o-.i rnrr A, B, c *t o or s*rr ord * serE p, *r
P. inr& f, d frqgffi rgvrr { i:
sFIrE p, t q-qt qrfr e *t s tm irg{rir n:t *r

setltt p, i q;qr qro c *t n m rrqrr qrar I rfrrr rtor ir
s6rc pr *t l, or +qR Ai * cre s{R, lr++ E +1 * rm * wrr il
v+st zozo + Te+n 60 r;r pr *t zoo rr n, ffi * s*c tr
w+st, zozo rA+ + fts qniRe. *t cwc ftslRt E+fl Err rrtrR l:

6-qtrTrfr or-ol-zozool
qrsfrE E+fr

sr-or-zozo6tTqe-
ftqfrd{+fr

A l5r{ 20e7

B l0Tl 40rl
C 2OOz;I 300z;1

D 2s0a 200 Tl
S I{Pr l0T{ 5T{

SFIKP, 50 rq 60 Tq

w+et, zozo + frq qrd rrd * fr{d fuilT€R ca* d y*s t:

iFErI CIET F.

A 500

B 400

C 100

D 200

2.

6f 6-?qr:ilTr u-i-4t d lI{flrd + ret{r ilc{nr
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enq-+] ffifra iqn o'ctr I
(i) v,+<t q&* qr u-.Irfir qorer

(ii) w+eft t fts o'",i qro d lrrq{qs-flr rrstftqtrat

(N) u-+at i 6ri crd .n fts {s €-t si Erfr qrdr 6li qm €t-{ rrotft

(crer (ts )

fia) cu-ctuiior ffidur+ffi mqi}rd +Ert+t&qqqR6qrdftqr (s)

SI9ItIT

(rr) gtrct EeRf6-€ frfrLe d {ff uctm r gdr{, teez t gr A+ sr+ tqid-{ s{
* fts ro.e*mqwc *qn w € ir
qffi vq'stqrq- oerx u qcrfr il reqa q-.i qre d *rr z w+ cR Eq.r€ *t
Jrenr nq fr *m z.so wi vR Ecr t *t osrx n fr r'q- 

=q,r{ 
q{+ fr r.o {}

or* *, 16 nq r&en :q.r{ .n ffit +i r wt qr q"ftsr;rfrqr vrm ire{rft frfr
*r vrtr€k*. qq v*q- s{ ss,ooo {q+ lt
qrxdMftaftR+ sffi(BMur ffieqr qrr<ffifrt trflM+
mrq urtr i 

'

qrqre{+tqrdrc{6r{$ 1r0,000 15O,00O

qq € F

3flrflqtoqtqff, 2,6,1,000 3.30.000

3{9-gq {q 1.50,000 1.87,500

R$sq 90,000 1. r2,500

3IE{e{ul 84.000 1-02_000

qdieM 1,98,000 2,34.000

qsers'-{iIrr 3{k3qm{ur 90,000 90.000

E-Sffifi+drq 94,000 94.000

geftftrlusffi-s 9,70,000 1t,50,000

P.T.O.
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qrqrq eFrilI I,25,000 ESir€ I

uiqrfi fr l,4o,o0o Eu'rg& w Ed drrrd tnl iltrc fuR dtfrqt (rz )

(q) qq ilrqrRil {tre q{rqr t src Rr rmfl+ I ? q-a qrtqRo qtrc qetvr t fu-{ y-6R

ft-q*? Me+E-6srqtffiRtftks? (o)

3. asc ftfrts sifo, zors d fufr o' rgrr ffifril trrrorft F{rt qtft *:

a{qqt 40.000 43.000

3.2 3.0

.ffiso.r 51,200 50,000

6dffi61qsl 22 ,!,)

ry61 frftv:

(i) rvre ffiaarrn srfrr

(l) rere ffie qq rm

(iii) rvre *mtcqrer emt

(rv) {effi de*aer-rr rct

(v) erffi ffic eiqm orrr

("i) er& iHeq,ifs{ frfrr (re )

3TgrcII

ft-{q- ftRas i oli qro t1 ftarot vo E< E-{rft At q6 vfi qFrfi Hrrrd yulff ddr&
+ ft q-A cli{ d frs ffifuc qrrs' ffufR'a frs rs *,

dErg qr€fr(D.
I

uft rndtor en-u-ege 156r$1 I
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TFETTIIllT qrjr€ftgTUI
qFrodrrd(cfr

ffinrq)
40% s.4

B 60% a.J

rrs<sr d qr+o aft rsx il slo zors + Atr{ ffi * r,zoo ffisH tnn arc-cge

rqrqrq ffi zors {A+ + Rs d+. ft tqt-d d Rrfr $T lrrr *:

iFEIT

cRt

r.4.2013
61EY-tr
&qD

30.4.2013

dE#+.
&n)

erle, zor;*'
+{rqrr+(

(frrl)

Purchase durins
er*e,zorr*'sF{
s*qqiarntr.l

35 ) 800 3,400

B l0 50 1.200 -) 000

ffifud snr 6 runr dfrs:

(r) o-.i qm d *q-o i r+t

(l) o-'i qm * sq+{r i Sdr

(iii) eri am t-Evfu il snn

(iv) EirA qra * Rvrq fr **
(v) 6=+ qra * sq&r (qfrfud) fr fl-ilr

(u) ad rro d Ea arm t onn (rs )

4. (e') (r) qM+q arrrc *r (ii) uefrw arrrc * irdu{ BIrq ft-+tq iqn *ksr

q{zorr-rz q{ zor z-r:

rT{FffiE-dfl Nil

3-€rci-{ 68,()00 56.000

fffi 56.t)00 6.+,000

u6qq€fl 12.(i00 ,l- 00i)

l2,ui0

P.T.O.

fuwr
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rFIeI 6-iqt ]lrm 8 300

trFIet ry.I t 400

frffiq iMg omr t50

EflE-{* qr{fi qft{s arrrf, r.750

frffqrat* q"t dqt6Tfrfrq''ffrrr

Yfr Emr€ E-ff1a t t250

en& frRfrr ffi{€ * frv qrFt6 (trc 60,000 Efir{fr * qo-e frtfRr yercr
* fte zs,oo,ooo wt fs ffirr ftrrtFfl rsrfr ffi ft yarmhq. ffis
t sz,so,ooo tr (rs)

(rs) qrffi{ sfm M ft \'rrm Sqr Efrt{ wr *t i? (s)

BI9I{T

(.r) qq- ff rstl,q + ftk a dfrqqr *t qqu-{ E{ ffi t€r+ m Elrq qr+ qraar *r
ftrifrfud vrrort owrer *:

ft-er1 r Mu
&rrkTlsqrtr{ 100% 6V/o

M €.300 f,RI F. t20drcI
qffior.ra s 220 drcI s. e0 dlg
erdorra t 10 dRt s 20 dt{I

ilq-+1 ffiti-( * rrqir orft l:

(i) am-rem fr Rqh + frc fi-dc frs w rl-d fr cfr{il{ eFrflr qqr

dfr?
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(ii) ft-r+ ftq w fr{ d oo ars w} qr an Ertril al+ * ftc anfr s{dr

wr*fr?

(iii) ft-dc fr rr{ erwr * eox .n orq qd qt fr-c+ enr *m? (ts)

(v) anr-e-anr qr€ er im e? gc* 3r+rr d eq dRsr (s)

( (c') x rta + fl-{ l-flr+ a, e *r c t t-ffit tzr ffErCm i:

ft-{wr B C

s-sq{6qrqrf,(s /EdtI5 260 25t)

u-oa*c6o rE-+-i$ 130 270 260

qkaff.ffisG.lro-r{l 110 230 180

ffixec. reorS 860 1040 930

iflarq-oqqtqfrqae /E6r$ t2 6 J

3,600; 6,000; e,aoo Bfu ro,eoo crft{ qd * qn flflq-3ltm <r qi iEqlR-d

e{re ffiE{ inq{r. a.rno,ooo; r.r,s0,000; r.2,20,000 *t r. s,oopoo *r vq-

arrrr irqh d e, s *r c d qfu6-{q drr 6'ffr:soo, soo *( t,soo EsT{ *r
qrq-61 ffikd i66 qrar i 

'

(i) c+o' trt qt us+ sfum-anrrfi{6. 3erq-ftry.T st

(ii) qRR& tnl q6 RR s6r ttsq-fl{ am dmr (rs )

SI9IITT

(c.) vo frffiar t qq+ qRqrf,{ m.r R( 3{qfi ftfRil 3s,s6s E6.rtd fr $rrff * 50o2"

qt ftrrifra ftqr l, op ga-* fr sov, srar qr v+q +dr e, * gs+ qq 6r ir{flT

fi<t1tr ornq smr Br

P.T.O.
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TETEI 6ElI qIFI E 8,280

9-€er ffidt t ll,160

cRrtr d( wqfrffirarq \. 3,960

ff{frr JT+rr * <nq< qa en* e+ {. 6000

Aqcran { E€* g-dqrRt frff *xrd 2 w+ yR rqr€ *r arc A i frffiil d
vs'frtff fr!-ft t ts Fffirct fi-e t, fr Las w+ qfr Eo,r€ * frrrd rR 6,000

Eq,r€ €As+ n lM €& il vsi t+{t c-drf{ +{ilcla * *t qt, srq gr d,r.t
+ do'R o-t* qr mfl-on m.r+ + ER d wr gan ?t? w+ Sils o1 sygffi
qrarem ur++rt r$R-d {q{{ Afrql (c)

(e) v+al w lot& frrfq t qrrfir wr drff{ l?,qqg q1 qffi , ffufq rri nqs sra+
qrd qrflilo att n"nem ird coeTr (c)

( 12000)


