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- i Answers to quest:nons are to be given only in Enghsh except in the case of candidates
. whe have opted for Hmch Medium. If a candidate has not opted for Hindi Medium,
h:s!her answers in Hindi w111 not be valued.

Questwn No 1 is compulsory

. fAttempt any five quesﬂons out of the rcmammg six questions. In case, any candidate
_ '_ answer exira quqstmn(s)lsub-qucsnon(s) over and above the requn'ed number, then only
~ the: mqmmtp number of questions first answered in the answer book shall be valued and
| subsequent extra questions answered shall be ignored.

Worlqng Notes should form part of the answer
| . Marke
. ':1-, Angwer the follcwing | 5"4
(a) The fnllomng paﬂ::culars refars to process used in the treatment of
: .malanal sj;bsequmﬂy, mc:mrporat@d ina component fon:mng patt of
an electucal appliance : - :
@ The osiginal cost of the machine used (Purchased in June 2008)
' - was¥ 10; ;000. Its estimated life is 10 years, the estimated scrap
.~ value at the end of its life is % 1,000, and the estimated working
time per year (50 Wc¢ks of 44 hours) is 2200 hours of which
maChmc maintenance efc., is estlmated to take up 200 hours.
-~ No other loss of working tlme expected, setting up time,
~ estimated at 100 hours, is regarded as productwc time. (Holiday

: tobelgnored) ' [ L
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Eleetncﬂ:y used. by the machine durmg,.pmduenon is 16 units

. per: hour at cost of & 9 paisa per unit. 7‘~Ta:: current is taken dunng

ma.mtenanee or setting up.

‘The machine required a chemical solution which is replaced at

. the end of week at a cost of ¥ 20 each time.

@)

0
- five other identical machines. Their combined weekly wages,

insuranee and- the employer’s contribution to holiday pay

(i)

by
> :' of one year fum1shes the followmg mfonnatwn

. The estimated cost of ‘maintenance per year is T 1,200.

Two attendants control the operation of machine together with

amount ¥ 120.

Departmental ‘and -general works overhead allocated to this .

n;)ach.ine for the current year amount to ¥ 2,000.

':-;:You are requmed to calculate the machine hour rate of eperatmg

themachme

A dairy product company manufactunng baby food Wlth a shelf life

. '(1)

)

- © The Ingtitute of Char tered Accountants-of-bpgg-—r——-—-

On 1“‘ January 2016, the company has an opemng stock of
20 00{) pa.ckets whose vanable costis T 180 per packet N

In 2015 production was 120 000 packets and the expected

productmn in 2016 is 1,50,000 packets Expected sales for 2016
'is 1,60 000 packets B
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i) In 2015, fixed cost per unit was ¥ 60 and it is expected to

: mcrease by -10% in 2016. The variable cost is expected to

Marks

- increase by 25%. Selling price for 2016 has been: fixed at T 300

L © O
@

per packet.

Yon are required to calculate the Break—.even-vo]ume in units

What is a sinking fund and how is it calculated ?

A company has purchased a plant for T 10,00,000 with a useful
- life of 6-years. It expects that T 15,00,000 will be requited to
" replace the plant after 6 years. To ensure that money is available
<7 at the time of '-replacement, the company'has created a sinlcing

You are reqmred to determine the amount-to be deposited

. annually, if the fund eams interest at 8% per annum,
, o G1venCVFA¢08,6—7336 ' | |
(d) A company had the following balance sheet as on 3 1 March, 2015.

Li'eibilit:ieé' . A_m;unt 1 Assets -Amgunt
Eqmty share capital of T 10 - Fixed  Assets’

1 each - - 40,00,000 | (Net) -1,28,00,000
e Reserve & Surplus "8;00,000 Current Assets | "'32,00,000
| 15% Debentures 80,00,000( - . |
| Current Liabilities 32,00,000 | -

T 71,60,00,000 1,60,00,000
e The additional information given is as under : | | |

:. ;-El'}_iﬁdf-COSt per-annum (expluding interest) %32,00,000..

: -v'a,i:iable operating cost ratio ' 0%, - -

T@tal._assets turnover ratio 25

Income tax rate 30%.

- PTO.
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| TEM-H Marks
~ Calculate the following : |
(i‘)‘ Operating Leverage
. (i) Financial Leverage
-(iji)-'-:;.-Combi;ied Leverage
(iv) Earning per share
o (a) " ‘The following mformauon is’ avallable from-a company s tecords for 8
March, 2016 o '
“ (&) Opening Balance of Creditors Account - T 25,000
" '(b) Closmg Balance of Creditors Account - f 40,000
(©) Paymentmade to Creditors- S '?"5'80600 o
S Opemng Balanoe of Stores Ledger Control Account k{ 40 000
(e) Closmg Balance of Stores Ledger Control Acoount ? 65, 000
(© Wages paid (for 8000 hours) - % 4, oo 000
20% relate to indirect workers | B
(g) Various indirect expenses incurred N R 60,000
(h) Opemng balance of WIP control account o € 50,000 |
L@ .'Inventory of WIP at the end of the month includes matenal__ |
~ | ._ ._worth X 35 000 on Wth-h 400 labour hours have been booked |
_-,(j).-:__‘_\"_Factory overhead s charged 0 producuon at hudgeted rate |
. based __01_1_ d1rect labour hours, |
. TEME

@
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(k) Budgeted owrhead-_coét_ is T 20,80,000 for budgeted direct
labour hours of 1,04,000_. :

- You are mqulred t0 prépare Creditors A/c, Stores Ledger

Marks

Control A/c, WIP Control Afe, Wages Control Afc and Factory

'Overhead Control Alc.

o _Wiﬂl. .th_e. fol]owing ratios and. farther information given below

.. prepare a Trading'Accpunt, Pljbﬁt and Loss Account and Balance =

Sheet of ABC Company. ‘
FixedAssets T 40,00,000
Closing stock . | T 4,00,000
.~ Stock turnover ratio o 10 |
- Gross profitratio 25 pe.rcent'
- Netprofitratio | | ."ZOPércent. |
- Nétﬁroﬁtto‘capital? - . _.1/'5  |
 Capital to total liabilities 12
Fixedassefstocapital 54

a :;Fix_ed assets-/ Total current assets . 5/7

3. (a) X Associates undertake to prepare :_iticdmc tax retumns for individuals

for a fee. They use the %ei_gﬁtéd average method and actual costs for

the financial reporting: purposes. However, for internal reporting,

they use a standard costs system The standards based on equivalent

- performance, have been estabhshed as follows
TEM-H

P.T.0.
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 Labout per return 5 hs @ T 40 per hour |
" Ovetheed ~ per Shrs @ %20 perhour

retarn |

For Marchi 2015 performance, budgeted overhead is T 98,000 for

 standard labour ho‘ilrs allowed. The follewing" additional information
pertains to the month of March 2015: -

Marchl :Retu.m-m~process (25%. 200 Nos
complete) "
‘Retus started inMarch 825 Nos
‘March 31 'Rcwm-m-process (80%_ R | 125 Nos
| | '-_complete) | |
Cost Data : |
Much1  Refuminprocesslbour T 12000
R - Overhe_ads_ T 5000
© March1to31 - Labour: 4000 hours T 1,78,000
Ovefheads : - 2 90,000
~ You arereqmred to compute |

" (a) For each element equivalent umts of perfonnance and the

actual cost per eqmvalent umt.
" (b) Actual cost of retum-m-prccess on March 31
() The standard -ccst pcr retum

: (d) The labcur rate and labour effic1ency variance as - well as

_ cverhcad volume and everhead eXpendlwre variance.

T'EM-.H
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) |
 further processed into finished product. The joint cost of manufacture

M _
TEM-H ' Marks

S ® A 'uadei'wmse“-cmnf sales are ¥ 4,20,000 per annum and an - §
" average collection period of 30 days, wants to pursue a more liberal
- policy to improve sales. A study made by a management consultant

reveals the following information : -

o ‘Credit ~  Tncrease in Increase Present defauit

" Policy © ~ 'Collection . in Sales anticipated -

17 10days %2100  15%
O ¢ 30days . ¥52500 3%
m - 45days 763,000 4%

" The selling price per unit is T 3. Average cost per unit is 7 2.25 and
' variable cost per unit is ¥ 2. The curfent bad-debts loss is 1%.

Required return on additional investment is 20%. Assume a 360 days

" ‘Which of the above poliéies would you recommend for adoption ?

A factory -pfoducing article A also produces a by-product B which is 3

is given below :

| Material T 5000

Lab‘odr T 3,000

210,000

o §_ubseqﬁent cost in T are giVén below :

A B

" Material T 3p00. 1,500

Labous 1400 1,000

Ovethead - 600 . 500 - -

5000 3000

 sllingpricesare A T 16,000

BT 8000 © o

Y
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" Estimated profit on selling prices is 25% for A and 20% for B.
‘Assume that selling and distribution éxpenses are in proportion of
" sales pnces S‘xow how 'you would apportion joint costs of

- 'manufacture and prepare a statement showing cost of production of A
mdB. . ' '

. ) 'Gwen belowarethe data onacapltal pro_;ect ‘C’ : g
Cost,pf;heprOJect 2228400 |
.Uscful life 4_ycars -.
Profitability index - 11,0417
Internal rate of return 15%
Salvage valﬁe__ | 0 |
You are required to calculat? :
() Annual cash flow

(i) Cost of capital

© (iif) Net présent value (NPV)

| (iv) Discounted payback penod

B Given the fo]lowmg table of dlscount factors

| | DlS_COImt 15%  14% 13% 12%

i 1 year 0.869 ','0;87-7 '0.885 0.893

2yeas 075 0769 0783 0797

3years . 0658 0675 0693 0712

Cdyeas 0572 059 0613 0636

. | ©Thelnstitute of Charter ed:Accountants of-brae=<s5m=




{a). State the dlﬂ'erence between cost control and cost reduction.

(%)
TEM-H

‘Marks

’b) Wnte lreatment of items assocxa;ed with purchase of matenal

(i) Cash discount

- (i) Subsidy/Grant/Incentives

(i) VAT or State Sales Tax

©

@

(iv) Coinmission brokerage paid

Distinguish between operating lease and finance lease.

4xd
=16

Describe the three. principles relating to selection of ﬁmketéble

securities.
'_,('i) The M-Tech Manufacturing. Company is--'préséhﬂy'eValuaﬁng 4
two. possible processes for the mamufacture of a toy The
. followmg information is avaﬂable | |
T [ Proces A | Process B
- Pargiculars. o S
o T 7 ¥
‘Variable cci}st.pe"r-ﬁn_'if B 12| | 14
Sales price per unit - | 20 %0
Total fixed eosts-pér year 30,00,000 | 21,00,000 |
Capac1ty (in umts) | 4;30,006_ 500,000
-Antic1pated sales (cht year, in umts) ' 4,00,-0__00 4,00000 _
| TEM'H P.T.0.
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1. Which process should be chosen ?

2. . Would you change your answer as given above, if you

- wete informed- that the capacities of the two processes are

as follows :

o A600000un1ts BsooooolxmmWhy‘?

- "(u) State the difference between Fixed Budget and Flexible Budget 4

-"?-(b)' The X Company has followmg capital structure at 31St March 2015 8

which is c.onsmlered to be optunum

" .14% Debentures . -
o ll%PreferenueSharcs. :

i Equity (100000 shares)

13,00,000

1,00,000

~ 16,00,000
© 20,00,000

o The cdrupauy’-.s shafe 'has a current matket pnceof ¥ 23;6'0 per share.

'The expected dlvldend per share next year 1s SO% of 2015 EPS The

followmg are the earmng per shaxe ﬁgure for the c,ompany durmg'

precedmg ten’ ycars The past trends are expected to continue.

- _:_.________©...The_l..nStiLuLaof~Ghar-ter-ed Accountantsof-lndia

TEM-H




| | an

Year EPS®) Year EPS(Z)
2006 100 - 2011 161
2007 110 2012 182
| 2008 121 2013 195
000 133 014 215

2010 146 2015 236

The company. 1ssued new debentures carrying 16%. rate of mterest

- and the cuxrent market price of debenture is T 96.

Preference share T ._9.20 (w__lth dividend of ¥ 1.1 per share) were also

- issued. The company is in 50% tax bracket.

(i) * Calculate after tax .cost .of.-

‘Marks

{a):New. debt (b) New Preference share (c) New equlty share |

(consummg new eqmty from retained eammg)

(i), Calculate margmal cost of capltal when no new shares was -

issned.

-(iij) .'H-ow much -can“be spent for capital investment before 'nev'v

~ordinary shares must be sold ? Assummg the retmned eammg

for next year s mvestment are 50% of 2015

. :(iv) What wﬂl be the margmal cost of capital when the funds'

exceeds the amount calculated in (iif), assunung new equity is :

1ssued at ¥ 20 per share 2
| TEM-H

" PcToOo |
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Answer any four ofthefo]lowmg L ' ' - 4x4
=16

7.
advantages ?

{ ) What is cost plus oontract 7 What are its

(b) Narrate the objectwes of cost accounting.
of funds,

(c) State wlnch of the foﬂowmg would result in inflow/outflow
 ifthe funds were deﬁned as workmg cap1ta1
(1) Purchase of a ﬁxed asset on creth of two months

(11) Sale of a ﬁxed asset (book value z 8 000) at a loss of ¥ 7,000.
already declared

(m) Payment of final d1v1dend
debts.

Bad debts agamst a provismn for doubtful

(1v) Wntmg off
while des:gnmg the

(d) State the prlnclples that should be followed
capltal strucwre of a company. S
(&) Explain what do _yo_u mean by:
@) Leveraged Lease |

Gi) Profit Centres.

. TEM-H
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(@ T eI geE-T 31 9, 2015 aﬁmm%:

| r R

M. | 40,00,000 o
| swmdeReT | 8,00,000 | wng @Rt
15% o= 80,00,000 |

|mqaf | 3200000

|wmemheo| ot |

1,28,00,000

- Marks

32,00,000 )

" 1,60,00,000 |

- {1,60,00,000
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Gv) wRrater o
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5% 14% 13%
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