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l. (A). With suitable examples, eXPlain the importance of accounting to achieve organizational

S億ategic objectives.

(05 M紬ks)

(B)・ According to the conceptual framework for financial reporting, briefly discuss the

qualitative characteristics of accounting infomation,

(05 M狐ks)

(Total Marks 10)

2. Gold Appeals Limited makes three types of winter jackets - Topcoat (T), the Peacoat (P) and

血e Bomber (B). A traditional product costing system is used at present; al血ough an activity

based costing (ABC) system is being considered. Details of the three products for a typical

pe五〇d狐e:

‘Labour hours Machine hour§　Material costs Production

Per unit per unit per unit Rs.　　units

Product T　　　4　　　　　　　2　　　　　　　1,500　　　　　500

Product P　　　2　　　　　　　3　　　　　　　2,400　　　　　600

Product B　　　　3 1　　　　　　　3,600　　　　　　325

Total production overheads for血e period are Rs. 750,000 and fi正uer analysis shows血at the

total production overheads can be divided as follows:

Costs related †o set-uPS　　　　　　　　　　　　25

Costs related to machinery　　　　　　　　　　　3 5

Costs related to material handling　　　　　　　20

Costs related to inspection lO

OVerhead s - labour related l O
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The following total activity volumes are associated wi血each product line for血e period:

Product Numberofset-uPS Number of Number of

movements of inspections

血ate正al§

Produc書T　　　　　　125　　　　　　　　　　240　　　　　　　　　　35

Product P　　　　　　275　　　　　　　　　　120　　　　　　　　　　40

Product B l OO　　　　　　　　　　140　　　　　　　　　　45

A direct labour cost is Rs. 120/= Per hour and production overhead§ are absorbed on a

machine hour basis.

Required:

(A)・ Calculate血e cost per unit for each product using traditional methods, absorbing

OVerheads on the basis of machine hours.

(04 M狐ks)

q3)・ Calculate the cost per unit for each product using ABC principles.

(04M狐ks)

(C) Discuss血e implications of a switch to ABC on pricing and profitわility.

(02 M狐ks)

(Total Marks lO)

3. Jayわima Manufacturing Company has several processing departments. Costs charged to the

Assembly Deparment for November 201 9 totaled Rs. 2,760,000 as follows.

Work in process, November l

Materials

Conversion costs

During the period added

Materials added

Labor

Overhead

240,000

80,000　　　320,000

1,600,000

480,000

3 60,000
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Production records show血at 48,000 ur証s were in begiming work in process 40% complete

as to conversion costs. 800,000 units were started into production, and 24,000 urits were in

ending work in process 60% complete as to conversion costs. Materials are entered at血e

beginning of each process.

Required:

(A). Detemine the equivalent units of production and the unit production costs for the

Assembly DepaI調ent.

(06 M紬ks)

(B). Prepare a production cost report for the Assembly Department,

(04 M紺ks)

(Total Marks lO)

4. (A). Good Health Pvt Ltd. is evaluating血e introduction of nutrition cereal packets in two

flavours (Pineapple and Strawberry) which will be sold in boxes of 6 packets each. The

details ofthe two products are as given below:

Pine apple Strawberry

Se11ing Price per box

Direct Material per box (Rs.)

Direct Labour per box (Rs.)

1 ,080　　　　　1 ,640

390　　　　　　　‾事42

150　　　　　　　　180

Vari叫e production overhead per box (Rs.)　90　　　　　108

Sales for the month (boxes)　　　　　　　2,000　　　　　1 ,000

The fixed production overhead and fixed non-Production ove血ead per month are

expected to be Rs. 1,625,000/- and Rs.461,200l- reSPeCtively.

Required

(i) Calculate the combined profit volune/Contribution Margin ratio.

(02 M紺ks)

(ii) Co主npute血e mon皿y break-eVen levels in boxes for each type of product

separately. ∴

(02 M紬ks)

Page 3 0f6



@). R血unu PLC, a diversified company wi血many subsidiaries言s in血e process of

finalizing血e group capital investment budget. The following proposal has been put

forward for evaluation:

The company is expecting to expand the capacity of血e manufacturing plant by

PurChasing new machinery at a cost of Rs.200 million.

The expected use餌Iife of血e new machinery is 5 years from the commencement of

OPerations.

The existing machinery can be sold for Rs・25,000,000 as scrap value after assembling

Of血e new machinery and血e new machinery expected to have a scrap value of

Rs.36,000,000l- at the end of血e触h year ofoperations.

Revenue expected to be eaned and the expenses to be incurred due to the purchase of

the new machinery have been identified as follows:

Ye糾　　　　　　　　　　l 2　　　　　3　　　　　　4　　　　　5

Revenue　　　　55,000,000　70,000,000 80,000,000　80,000,000　80,000,000

Maintenance and lO,000,000 15,000,000 18,000,000　21,600,000　25,920,000

Overheads (Rs.)

Depreciation (Rs.) 40,000,000　40,000,000　40,000,000　40,000,000　40,000,000

Ignore Taxation.

Required:

(i) Calculate the following based on血e infomation given above:

(a) The Payback period

(02 M狐ks)

@) Net Present Value ifthe company’s cost ofcapital is 14%.

(02M狐ks)

(1i) Asse§s with :eaSO瞭; whe血er Ruhunu PLC shouid go ahead with this Pr率sa「 or

not.

(02 Marks)

(’l’otal Marks l O)
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5. (A). ``The use餌ness of standard costing in a modem business enviromem is questionable,

according to the experts in血e planing field,,

State three (03) disadvan他ges / limitations of standard costing.

(03 M独ks)

(B). Beauty Apparels Pvt Ltd produces shirts and operates a standard costing system. The

following infomation relates to血e mon血ofNovember 201 9:

Actual infomation for the month was as follows;

Direct materials used

Direct labour paid

Variable overheads

Fixed overheads

10,000 meters

1 5,000 hoⅧS

1 ,250,000

750,000

825,000

1 50,000

The standard cost card per shirt is as follows;

Direct materia1　　　　　2 meters @ Rs. 1 30 per meter　　260

Direct labour　　　　　　3 hours at Rs.60 per hour　　　1 80

Variable overheads　　　　3 hours at Rs. 50 per hour　　　1 50

Fixed Overheads　　　　　3 ho町S at Rs. 10 per hour　　　　30

Actual production for血e mon血was 4,800 shirts.

Budgeted production for血e month was 4’200 shirts and budgeted fixed overhead for he

month was Rs. 1 75,000/一.

There are no opening or cIosing stocks of material, finished goods and work-in-

PrOgreSS.

Calculate the following variances:

(i) Direct Ma亡erial Prjc,e Va†iance.

(ii). Direct Material Usage Variance.

(iii). Direct Materia] Cost Variance.

(iv). Direct Labo蘭Rate Variance.

(V)・ Direct Labour E餓ciency Variance

(vi). Variable dverhead Cost Variance.

(Vii)・ Fixed O‘′erilead Expenditure Vari紬Ce

(0うMarks)

(「Ot狐M狐KS lO)
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6. (A). “Bo血§tandard costing and budgeting are critical tooIs in plaming, OPeration and

COntrol of a business organization’’.

Briefly explain di節erences between Standard Costing and Budgeting.

(02 M祉ks)

@) Vinsara (Pvt.) Ltd. produces Product A. The company is preparing the budget for the

quarter ending 3 lSt March 2020.

The following infomation is extracted from the company,s records for the quarter

ending 3 1§t March 2020:

The estimated sales for the quarter is 1 5,000 units and o血er forecasted data to be used

to prepare血e budget are as follows:

Selling price per unit Rs 500/-

Opening stock　　　　　　　　750 units

CIosing stock l,550 units

Estimated direct material requirement of Product A is 2.5 kg per unit and other

information related to direct materials is as fo11ows:

Price per kilogr!m Rs.60/一

Opening direct material stock l O.000 kg

CIosing direct material stock　　　　　　6,250 kg

Each unit of Product A requires 3 hours of labour and血e rate per labour hour is Rs.50/-

Required:

Prepare血e following for the quarter ending 3 lSt March 2020

(i). Sales Budget.

(ii). Pmductic,J▲ Budget.

(iii). Direct Material Usage Budget.

(iv). Direct Material Purchase B面get.

(V). Direct Labour C(}St Budget

(08 Marks)
〈’王、〇両人偏レ・言∩)
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