{PCE (New Syllabus)

Paper -3 ) ;
= Roll No. ... xccy it Matvagement Accounting . NOV 2020
1
Total No. of Questions — 6 Total No. of Printed Pages — 24
Time Allowed — 3 Hours Maximum Marks — 100

WMG -H

Answers to questions are to be given only in English except in the case of candidates who
have opted for Hindi Medium. If a candidate who has not opted for Hindi Medium,

his/her answers in Hindi will not be valued.

Question No. 1 is compulsory.

Answer any four questions from the remaining five questions.

Working notes should form part of the answers.

Marks
1. Answer the following : 4x5

(@) G Ltd. manufactures a single product for which market demand exists
for additional quantity. Present sales of ¥ 6,00,000 utilises only 60%

capacity of the plant. The following data are available :

(1) Selling price . X 100 per unit
(2) Variable cost : ¥ 30 per unit
(3) Semi-variuble expenses : ¥ 60,000 fixed + T 5 per umit

(4) Fixed expenses : ¥ 1,00,000 at present level,
estimated to increase by 25% at
and above 80% capacity.

You are required to prepare a flexible budget so as to arrive at the

operating profit at 60%, 80% and (0% levels.

WMG-H P.T.O.
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(b) Moon Ltd. produces products ‘X’, ‘Y’ and ‘Z’ and has decided to
analyse it’s production mix in respect of these three products — ‘X’,

‘Y’ and ‘Z’.
You have the following information :

X Y Z
Direct Materials T (per unit) 160 120 80

Variable Overheads T (per unit) 8 20 12

Direct labour :

Hours Hours Hours

Departments : Rate per per unit per unit per unit
hour (%)

X Y Z

Department-A 4 6 10 5
Department-B 8 6 15 11

From the current budget, further details are as below :

X Y Y/

Annual Production at present 10,000 12,000 | 20,000

(in units)

Estimated Selling Price per unit (3) 312 400 240

Sales departments estimate of | 12,000 16,000 | 24,000

possible sales in the coming year

(in units)

There is a constraint on supply of labour in Department-A and its
manpower cannot be increased beyond its present level.

Required :

(i) Identify the best possible product mix of Moon Litd.

(i) Calculate the total contribution from the best possible product
mix.

WMG-H
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(c) A company’s plant processes 6,750 units of a raw material in a month
to produce two products ‘M’ and ‘N’.

The process yield is as under :

Product M 80%
Product N 12%
Process Loss 8%

The cost of raw material is ¥ 80 per unit.

Processing cost is ¥ 2,25,000 of which labour cost is accounted for
66%. Labour is chargeable to products ‘M’ and ‘N’ in the ratio of
100 : 80.

Prepare a Comprehensive Cost Statement for each product showing :
(i) Apportionment of joint cost among products ‘M’ and ‘N’ and
(ii)) Total cost of the products ‘M’ and ‘N’.

(d) W Limited undertook a contract for ¥ 5,00,000 on 1% July, 2019. On

30% June, 2020 when the accounts were closed, the following details
about the contract were gathered :

Amount ()
Materials purchased 1,00,000
Wages paid 45,000
General expenses 10,000
Materials on hand (30-6-2020) 25,000
Wages accrued (30-6-2020) 5,000
Work certified 2,00,000
Cash received 1,50,000
Work uncertified 15,000
WMG-H P.T.O.
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The above contract contained “Escalation clause” which read as follows :

“In the event of increase in the prices of materials and rates of wages
by more than 5%, the contract price would be increased accordingly by
25% of the rise in the cost of materials and wages beyond 5% in each
case.”

It was found that since the date of signing the agreement, the prices of

materials and wage rates increased by 25%. The value of the work

certified does not take into account the effect of the above clause.

Calculate the ‘value of work certified’ after taking the effect of

‘Escalation Clause’ as on 30t June, 2020.

(a) X Ltd. manufactures two types of pens ‘Super Pen’ and ‘Normal Pen’, 10
The cost data for the year ended 30® September, 2019 is as follows :
()
Direct Materials 8,00,000
Direct Wages 4,48,000
Production Overhead 1,92,000
Total 14,40,000

It is further ascertained that :

(1) Direct materials cost in Super Pen was twice as much of direct

material in Normal Pen.
(2) Direct wages for Normal Pen were 60% of those for Super Pen.
(3) Production overhead per unit was at same rate for both the types.
(4) Administration overhead was 200% of direct labour for each.

WMG-H
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(5) Selling cost was ¥ 1 per Super pen.

(6) Production and sales during the year were as follow :

Production Sales
No. of units No. of units
Super Pen 40,000 Super Pen 36,000
Normal Pen 1,20,000

(7) Selling price was ¥ 30 per unit for Super Pen.

Prepare a Cost Sheet for ‘Super Pen’ showing :

(i) Cost per unit and Total Cost

(ii) Profit per unit and Total Profit

(b)

details pertaining to which are as under :

TEE Ltd. is a manufacturing company having three production
departments ‘P’, ‘Q’ and ‘R’ and two service departments ‘X’ and ‘Y’

© The Institute of Chartered Accountants of India

Q R X Y
Direct wages (Y) 5,000 | 1,500 | 4,500 | 2,000 | B0O
Working hours 13,191 | 7,598 | 14,995 - -
Value of machine (Z) | 1,00,000 | 80,000 | 1,00,000| 20,000 (50,000
H.P. of machines 100 80 100 20 50
Light points (Nos.) 20 10 15 5 10
Floor space (sq. ft.) 2,000 | 2,500 | 3,500 | 1,000 | 1,000

WMG-H
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The expenses are as follows :

®

WMG-H
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Power

Rent and Rates
General Lighting

Indirect Wages

Depreciation on Machines

Sundries (apportionment on the basis of direct wages)

10,000
600
3,450
3,500
70,000
13,800

The expenses of Service Departments are allocated as under :

P Q R X Y
X [45% | 15% [30% | - |10%
Y |35% [25% [30% |10% | -

Product ‘A’ is processed for manufacture in Departments P, Q and R

for 6, 5 and 2 hours respectively.

Direct Costs of Product A are :

Direct material cost is ¥ 65 per unit and Direct labour cost is ¥ 40 per

unit.

You are Required to :

t)

(ii)

(iii)

© The Institute of Chartered Accountants of India

Prepare a statement showing distribution of overheads among the

production and service departments.

Calculate recovery rate per hour of each production department

after redistributing the service departments costs.

Find out the Total Cost of a ‘Product A’.
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(3) ABC Ltd. has furnished the following information regarding the
overheads for the month of June 2020 :

(i)

(ii)
(i)
(iv)
)

Fixed Overhead Cost Variance X 2,800 (Adverse)
Fixed Overhead Volume Variance T 2,000 (Adverse)
Budgeted Hours for June, 2020 2,400 hours

Budgeted Overheads for June,2020 ¥ 12,000

Actual rate of recovery of overheads T 8 Per Hour

From the above given information

Calculate :

(D
@)
€)
@
)
©)

Fixed Overhead Expenditure Variance
Actual Overheads Incurred

Actual Hours for Actual Production
Fixed Overhead Capacity Variance
Standard hours for Actual Production

Fixed Overhead Efficiency Variance

(b) An automobile company purchases 27,000 spare parts for its annual

requirements, The cost per order is ¥ 240 and the annual carrying cost

of average inventory is 12.5%. Each spare part costs T 50.

At present, the order size is 3,000 spare parts.

(Assume that number of days in a year = 360 days)

WMG-H
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Find out :

(i) How much the company's cost would be saved by opting EOQ
model ?

(ii) The Re-order point under EOQ model if lead time is 12 days.

(iii) How frequently should orders for procurement be placed under
EOQ model ?

Following details are related to the work done in Process-I by ABC
Ltd. during the month of May 2019 :

)
Opening work in process (3,000 units)
Materials ' 1,80,500
Labour 32,400
Overheads 90,000
Materials introduced in Process-I (42,000 units) 36,04,000
Labour 4,50,000
Overheads ‘ 15,18,000
Units Scrapped : 4,800 units
Degree of completion :
Materials : 100%

Labour & overhead : 70%
Closing Work-in-process : 4,200 units

Degree of completion :

Materials : 100%

LaBour & overhead : 50%

WMG-H
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Units finished and transferred to Process-II : 36,000 units

Normal loss :
4% of total input including opening work-in-process
Scrapped units fetch ¥ 62.50 per piece.

Prepare :

(i)

Statement of equivalent production.

(i) Statement of cost per equivalent unit.

(i) Process-1 A/c

(iv) Normal Loss Account and

(v) Abnormal Loss Account

(b) Following are the particulars of two workers ‘R’ and ‘S’ for a month :

Particulars R S
(i)  Basic Wages (%) 15,000 | 30,000
(ii)) Dearness Allowance 50% 50%
(iti) Contribution to EPF (on basic wages) 7% 7.5%
(iv) Contribution to ESI (on basic wages) 2% 2%
(v)  Overtime (hours) 20 -

The normal working hours for the month are 200 hrs. Overtime is paid
at double the total of normal wages and dearness allowance.

Employer’s contribution to State Insurance and Provident Fund are at

equal rates with employees' contributions.

WMG-H
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Both workers were employed on jobs A, B and C in the following

proportions :
Jobs A B C
R 75% 10% 15%
S 40% 20% 40%

Overtime was done on job ‘A’.
You are required to ;
(i) Calculate ordinary wage rate per hour of ‘R’ and S".

(ii) Allocate the worker's cost to each job ‘A’, ‘B’ and ‘C’.

(¢) Discuss any four objectives of ‘Time keeping’ in relation to 4

attendance and payroll procedures.

(a) SEZ Ltd. built a 120 km. long highway and now operates a toll road to 10
collect tolls. The company has invested ¥ 900 crore to build the road
and has estimated that a total of 120 crore vehicles will be using the
highway during the 10 years toll collection tenure. The other costs for
the month of “June 2020 are as follows :

(i) Salary:
®  (Collection personnel (3 shifts and 5 persons per shift) —
T 200 per day per person.
®  Supervisor (3 shifls and 2 persons per shift) — ¥ 350 per day
per person,

®  Security personnel (2 shifts and 2 persons per shift) - ¥ 200
per day per person.

® Toll Booth Manager (3 shifts and 1 person per shift) —
T 500 per day per person.

WMG-H
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(ii) Electricity — ¥ 1,50,000
(iii) Telephone — % 1,00,000
(iv) Maintenance cost — T 50 lakhs
(v) The company needs 30% profit over total cost.
Requlréd :
(1) Calculate cost per kilometre.

(2) Calculate the toll rate per vehicle.

ABC Ltd. is engaged in production of three types of Fruit Juices :

Apple, Orange and Mixed Fruit.

The following cost data for the month of March 2020 are as under :

Particulars Apple | Orange | Mixed Fruit
Units produced and sold 10,000 | 15,000 20,000
Material per unit (3) 8 6 5
Direct Labour per unit (%) 5 4 3
No. of Purchase Orders 34 32 | 14
No. of Deliveries 110 64 52
Si-lelf Stocking Hours 110 160 170
Overheads incurred by the company during the month are as under :
)
Ordering costs 64,000
Delivery costs 1,58,200
Shelf Stocking costs 87,560
WMG-H
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Required :
(i) Calculate cost driver’s rate.

(if) Calculate total cost of each product using Activity Based

Costing.
(c) Describe the various levels of activities under ‘ABC’ methodology. 4
Answer any four of the following : 4x5

(a) Differentiate between “Cost Accounting and Management Accounting” =20

(b) What are the important points an organization should consider if it
~ wants to adopt Performance Budgeting ?

(¢) Explain what are the pre-requisites of integrated accounting.

(d) State the Method of Costing to be used in the following industries :
(i)  Real Estate
(i)  Motor repairing workshop
(iii) Chemical Industry
(iv) Transport service
(v) Assembly of bicycles
(vi)  Biscuits manufacturing Industry
(vii) Powersu ly Companies
(viii) Car manufacturing Industry
(ix) Cement Industry

(x)  Printing Press

(e) Differentiate between “Marginal and Absorption Costing”.

WMG-H
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37 TheRi it wrgm Rirgh fid mem g 8, vl % S Haw s A e € |
g writemelf v R e i g 8, AR G dsm g, A s A A @™
IeRi 1 qEAH AL |
v we 1 AEE R |

Ay gt wyAi § & R IR et o IR @ |
w1 feoaforat (Working Notes) I F W 8 =IET |

Marks
1 fr=fefaa w1 s diT :;(5)
@ S ffie o wwa Ieare w1 Fmior weedt R Rress R rfefer w0
i SR T 3 SUeTear @ | aduT R € 6,00,000, HIA 60% T

s 1 A g ¥ | Preferfea sifRs oo 2

(1) T aea : T 100 Ui 618

(2) yftadsfia AU ;T30 wia 318

(3) IE-whadmiaawE 60,000 Rl + 2 5 w5

(4) syt : % 1,00,000 FEAE T H, 80% H
1 388 HfuE wuar § 25% 6
TGt a2 |

I 3R & R 60%, 80% FHYT 100% H FHASTt F AR T
(Flexible budget) %1 Fmio SRR, a1fes 379 Gft=Ter T (Operating
Profit) % T§dT 911 9 |

WMG-H P.T.O.
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(b) 3 s saarg X0, v 3R <z @ Fmior et & 3 seure faso

TG 3T A I X, v 3R 2 & v s wmedi 2 |
T3 T Pt g

X Y z
were wmft 2 (i E) 160 120 80
afterdaeiicr suftesa ¢ (wfos®wE) 8 20 12
Toa8 49
e Ryl wRuy s uRy
T @) £ S <0 S
X Y z
fevmT-A 4 6 10 5
favm-B 8 6 15 11
AT T % Hay § frmad g syeey R
X Y zZ
AT ATeh IeqTE (FohTS) 10,000 | 12,000 | 20,000
ST fshe g afe 3618 (3) 312 400 | 240

foskar o g s one Aot AWt i | 12,000 | 16,000 | 24,000
TR forere s

RemT-A = 5 hi 3mafd ) e 2 of Toh s wiiE adaE o
* Srffa Tdi aqrll o awdt |

Mfaa R :
() v forfires F wdss i 3eare fivgor Y wgerfi |

(i) FEIS G Seave frsn & o1 STWE (total contribution) Y
TTorT i |

WMG-H
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T I 1 G9F TH A8 1 6,750 THTS Bt arht Ht whean W m
3R N’ TR < IeATE] ShT IeTEH et & |

yisha we (Process yield) fFreea g :

TG (M) 80%

IIE (N) 12%

BIERIRIIES 8%

F= Gl <Rl ST T 80 T SHR R |

ik ) @ T 2,25,000 1 &, FEH 5@ @ i AT 66% B
IAE M’ 3N H W HTINT 100 : 80 F ATAH R |

T TG 2 U forqa T0Ta feramen qam <A -

(i) HIF ATTEI T IATE M’ IR N T IIHEH HifTC |

(i) I M’ IR N’ sl eI AT sl TUFT IR |

‘W fafires 3 1 91, 2019 i ¥ 5,00,000 FHT T 361 T | 30 4,
2020 %! T8 G 5 §U, S & HaY | Frad geamd Iuerey of :

T
|l 1 5 1,00,000
LR 45,000
A =54 10,000
Tt &1 W (30-6-2020) 25,000
Sriefer Agh (Accrued) (30-6-2020) 5,000
SuTior < 2,00,000
T UhS 1,50,000
AT Hred 15,000

WMG-H
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YT I ﬂ'@ 9T (“Escalation Clause”) 0T form '3, st P
Y1 STl & :
“5% @ ek arfi < qew 3R worl i @ F sl 3 i qm A,
5% § iR Jiftres 9¢ 3T ammit h AP it Twgl % 25% ¥ 3%
T | Seiadt ht et |
Hagila gwer i fafr Y @l % g B a% g8 e T 6 gh %
qed 3R werglt T H 25% Y g 8 € | @il # Iy 9
s o 3 T S o el X |
30 S[d, 2020 ql?g 971 (Escalation clause) % IUE | 3 F 1A
‘sfore e 3wt <6 o <6 |

@) Xfafee gquiw’ ok e qrsn s H wmPmfr st 2 130 10
fore, 2019 =i THTE B o1 9 % Forw e svfeS freea

®
g arft 8,00,000
S Tt 4,48,000
IETeH TNy 1,92,000
$o 14,40,000
FHfafea @ & var & o6 -
(1) R W T Tl P T 8 Y TR armht dne ©

QAN |
(2) e U Bt Seaw wergdt S fo g U Y Hol 6 60% R |

(3) QNI YR 3g ITe IUNIT 9fd X S g9 £ |
(4) T % foTu Taies Suftesa Seasr 41w 61 200% 2 |

WMG-H
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5) GRW\HFrFA ATl 3 |
(6) a9 o IRH IJeare 3R faphi frmr 2

SeqTeH
wE T

Marks

-

TR H

40,000

R

36,000

e 99

1,20,000

(7) R % forw 7 30 v 3o 1 fasra e 2 |
R U % fofw mTa o doR Hfre ai gmise -
() T 3RS TR 3R B AT
(ii) T e 3HTE IR oA AT
(b) & fafee At w0 & dF S fvm P, ‘@ IR 10
T S et forvm < aur Y’ R, fed gt e frs R R

P Q R X Y
eI wwedl (3) 5000 | 1,500 | 4,500 | 2,000 | 800
FR % Tue 13,191 | 7,598 | 14,995 - -
efit &1 e 3) | 1,00,000 | 80,000 | 1,00,000 | 20,000 | 50,000
T H g g | 100 80 100 20 50
T foreg (H.) 20 10 15 5 10
R &3 @ die) | 2,000 | 2,500 | 3,500 | 1,000 | 1,000

WMG-H P.T.O.
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T fFfafafga 3
(9]
Tortrn e & 10,000
T YTl 600
AT Fredl 3,450
NIEN) 3,500
A1 1 BT 70,000
faf (e Torglt % amum W) | 13,800
wa fasm & = fie JeR smefer frusma €
P| Q |R|X|Y
45% | 15% [30% | — |10%
Y [35% [25% |30% |10% | -

31 ‘A’ 1t i % fore fawmr P, Q st R S v 6, s a2 e

fere wfsrara R sar @
TG ‘A’ S TeI8T AT &

eI W T T 65 Ui 3hTS & 3R Wewst 5w v 740 U S £ |

TR Afara k-

() T Ferewor 9 3wres wE Aan fowmii & Iulera 6 foawor eniy |

(i) He T % St 1 g T guie gu wow seren v %
3@3{ (Recovery Rate)HﬁU@ﬁﬂ“ﬁTm I

(iif) 3T ‘A’ ) T AT T BT |

© The Institute of Chartered Accountants of India
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(a) ABC fafires 3 93 2020 3 3ufeuai & wed &g =t g=1 wega i -

(b)

(i)

(i)
(iii)
(iv)
)

(19)
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ot Suftera & o T 2,800 (SIfcspeT)
it Iufteay e femmo % 2,000 (SferRe)
I, 2020 % TQ srw1e fome g Twe 2,400 U

I, 2020 % forw s97e fpg g Sufemm %112,000
IufEt i Tt Y ATefas ) 3 g e g

IO YEHISA] o HTER T I HIIT -

(D
2
3)
)
)
(6)

TH JATel HieTed FrAt A9 arfer srmaveeRar 2 27,000 TRR A
Y A R | TS M o AT T 240 3R 3w e #i wfq 9

wrrRft Suferg =19 fomro

St IRl i Mo

ST IeaTed  fore areafas e
Tt St gwar fe=r

Tt IeaTeA % g A Tue
TTeft Suie Serear fa=ro

T TS GEATS AT 12.5% & | e T U Sh AFA 250 2 |
AU T, AT AT 3,000 TR TEH IR |
(T & 3 iAo = 360 T

WMG-H
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oMt Hifoe

(i) EOQ et Y YT BT FHP! ferat AT ot F=d L Gehell & 7
(ii) EoQanasf%;aw‘iang Jew fomg &t R e afe g

FRW 9T (lead time) 12 &7 2 |

(iliy EOQ ¥ % 3F=wid YA: Wed 3TIfe Aem it Ty @

gy |

(a) W% 2019 % 9€R % W ABC fofiee grr wftn-L # feg o it &

e o e yer 2
®
YRR fmiondia wrf (3,000 sEah
Il 1,80,500
yu 32,400
e 90,000
Wisha-1 (42,000 geh1gan) # faifore armft | 36,04,000
TeIeT 99 4,50,000
Suftery 15,18,000
AR gwEal ;4,800 THMEET
et 2T TR
amt : 100%
o9 & 3T : 70%
it Fmionef= %1 ;4,200 AT
QUTdT 1 &R
qmt : 100%
o9 e JUNET ;. 50%

WMG-H
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QUi B EhT TS T ATsHAT-I1 § ARG : 36,000 SHTFAT
T g

TR (Ao 96T HiEa Fe1 AT Tl B 4% @ |
Jrafire 31T 2 62.50 Wi e THw w2 |

&I HFifre -

(i) THGTY ScATEH i fereror

(i) T TAT $HTE T feraor

(iti) STFAT-1 @

(iv) | I @ e

(v) G I Gran

(b) ‘R’ 3R “S’ T ASIGl b1 Teh HTE 1 oo ffaa 2 : 6

e R S

(@ |9 7ol (%) 15,000 | 30,000

(ii) | =@ s 50% | 50%

(iii) | wferss Ffer & sferer (e wogh W o) | 7% | 7.5%

(iv) | s T sfm 3 el @ siseE 2% | 2%

(T Agdt o i)
v) | e ae) 20 -

wTg % foTe T o | = 200 B | e w1 e e weet
3R WETE Wi 6 AT H QA T Faw R | T i IR wfersy B
HaTHITeh T SIS HHAT ST9EH 1 0 % FAF § |

WMG-H P.T.O.
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1 S 5ftes S A, B 3t ¢ # e st Ao &
HAlg A B C
R | 75% | 10% | 15%
S | 40% | 20% | 40%
ferawe wr wife A’ Wi R |
ITE IfE R

() ‘R’ 3RS’ G G &X H ToE R |

(ii) SR HE ‘A’, ‘B’ AR ‘C’ W S0 AN T TeeH HIT |

(c) Sufeufa qon S A wfFn & day § AFY 9o (Time Keeping) % ’
e aR Ry A ==t =t

(a) SEZ fafies 3w 120 forft @wan Tommt SN qun o S@HT W 4
e T §T ATEH! § T THid A &g T 2 ST 1 e
HAT R | FIAT 4 Tk & i 7 T 900 FA$ F AW R qen
AT T {56 10 Tt 6t I Geherw Aty F ENH 120 IS A&
TSTHRT 6T S 4T | “S| 2020” % 7EN 3 3 7 7y §

(i) <

o [ HUNH (3 U TH 5 sufert wifer wredt) — 2 200 why R
wiy safe | |

e UIAES (3 UTeh wa 2 =i wh 9relt) — ¥ 350 wfy R wix
iR |

o Y& HHA (2 WIS U 2 =AfaRy wfd efh) — 7 200 wf e
i =ufers |

o I IY YaY (3 UTell W 1 safawy wfey avefh) — 2 500 9 o
e safaw |

WMG-H
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(i) Toredt - 2 1,50,000

(i) B — 2 1,00,000

(iv) Wm—tsom

(v) T S T AT W 30% T Y TSIl & |
anuféa

(1) e wfa frt Y o |

@) e g T i ToR |

ABC fafiree i yohR & et J@ S A ferm 7
He, gau 3R frfa v -
T, 2020 HTE & AT i Faq &
R L:C ) v | PRawe

THTE IcuTfed e fasrg 10,000 | 15,000 20,000
it wfe 3678 (%) 8 6 5
weal om ufa 5 (%) 5 4 3
Y ST B H@N 34 32 14
Toreront Y e 110 64 52
WA YT W0 110 160 170
ST GRT AIE % oF=wia fpe e sufens Freraq 2

®)
AT Y AT 64,000
Toreror <t evrar 1,58,200
HeWh HIE U8 ANTd 87,560

WMG-H
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SEFAT 8 -
(i) T =Tersh gL TOAT HIFT |
(i) T Ieare <h1 lafafey Mo W W et ARG i UM HifT |

(¢) ‘ABC 9gfa’ & dga nfafafer <t Sfwmt 1 aviw hifre | 4
6. ﬁﬁ%ﬁﬁéﬁ?ﬁﬂ%waﬁ? 4x5
(2) T ST T e St § s AR | s
(b) Toeft oft Iushm %@ M e s (Performance Budgeting) i
=TEe &, % o srawrs g w g 7

(c) THipa @rdl i gd wd i THTT, |
(d) = 3TN & @FLER aTef |rTa gt i w1 seaa it
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