auPms ) Paper/ Subject Code: 78512/ Strategic Cost Management . [ 77 Ly
/
Duration: 2.30 Hours QO R o Marksy T8
Note: 1. All questions csrr“) marks each
2.Q.1isco yu Isory and Q.2 to Q.5 have internal chm :
3. Use of simpie calculator is aliowed. r =
4. Working note should form part of your answer. = .

Q.1-A  State whether following -qucsﬁons are TRUE or FAL : ({298)
1. Value Engineering is concerned with new: product
2. Kaizen costing emphascs on hiding 1 orob-c'ns‘ __ ‘ ‘ Ay
3. Back flush accounting is used for m mo | .‘f‘omplex p*oducrs th.at "‘“(.}UH""S marrv stagcs
of manufacturing 2 ) ' ‘ ’ '
4. Balance scorecard has five perspectlves <, & o
5. BEP analysis is necessary onIV for nev»lv estabhshed compamcs
6. In margin of safety, ﬁxed C"St is con idcr as perrod cost
7. The steeper the slope of 1cam.n urve » astagc pcr unit cf output
8. Iidle time Varrable s alvs ays favorab (e :
9. Material yield variance arlses due toi"hange ~(‘n wasfag
10. Ind ependent branch is cost center - ’
Q.1-B  Match the Colurnn (any SEVEN) (07)
: ( Column 1 , : ‘k'C*olumn 2.
1. ’Bottom Lme T ’f’fa;.:"“vStrategy to minimize Income Tax
2. ABC : ‘ S RS b \,,boundness of Business
3. Purchase at hlgher prlce 2 ‘ c Measures degree of variation
4. Anglc of mcrdence e . Profit center
! 5 Dccentrahzatxon of authorlt;f'; T e Profits
6 Srgma » S 7 f. Cost Allocation
‘ 7. Production Department g. Direct Cost
8 ’Controllable cost h. Constructive Appraisal
Y3 Large margm of safcty i. Cost Center
10. Cost Audlt S j.‘ Profit region
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Karishma Ltd makes three main products, using broadiy the same production meihoéc and as
equipment for each. A ccnventional prsc‘m"t costing system is used at present, a!tnOugﬂ an
tivity-based costing (ABC) system is being considered. Details rn fhethi“‘“"‘ pr vdhc‘s fer R

Particulars Hours per uiit ; P ol
Labour Machine Material pex R f»Vohir'n'e un'i,tjs,
Hour hours :’-amt ‘ PP S K
Produc tX 0.5 1.5 ' 20 T80
Product 1.5 H qA2 112505 .+
Product Z 1 3 :5 ’?000;

Direct labour costs Rs. 6 per hour and p nuL{:IlOi‘ 0 r‘lead are aDS«’queu ona maunme hour
basis. The rate of absorption of proaucv on overneads isRs. 28 per machine hour.

Requirements ¢ S e
a) Calculate the cost per unit for eac‘l pruauut usmg .,onveﬂ uona] methﬂds :
Further analysis shows that the & tal of prodw‘tlon overheaczs can be divided as follows
Costs rélaﬁ‘ng toise,t-'up SPEEETHS
Costs relating to machinery | 20
Costs relating to material handbng ¥l
| Costs relating to inspection . <30 <
| Total productxon overhead \, e "3100

The following total activity VOIumes are assocmted w1Ih the product line for the period as a
whole:

Particulars 'N‘o.nof setup. ,“Mbvfcﬁ\m'e_nt df mate;ria]'s' No. of inspections
ProduetXe o 958 OE S e g T
Prodiicts X of & & P19 PSR 180
Produ'ct,z S 489; 1 87 670

b) Calculate the cost per umt for each product usmg ABC principles.

~OR
A company is orgamzed into two dlv1s1ons Division ‘Mango Pulp’ produces component (08)
which is used by division ‘Mango Jmce in marking a final product. The final product is sold
at Rs 400 each. Division ‘Mango Pulp has a capacity to produce 2,000 units. and the entire
quantity can be purchased by Division ‘Mango Juice’

Division ‘Mango Pulp’ informed that due to installation of new machines, it depreciation
cost has gone up and hence wants to increase the price of the component to be supplied to
division ‘Mango Juice” to Rs 220. Division ‘Mango Juice’, however, can buy the component
from the outside market at Rs 200 each. The variable costs of division ‘Mango Pulp’ is Rs
190 per unit and fixed cost Rs 20 per unit in manufacturing the final al product. The variable
costs of division ‘Mango Juice’ in manufacturing the final product by using the component is

Rs 150 (excluding the component cost) and fixed cost of division ‘Mango Juice’ is Rs 10 per
unit.
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(a) Ifthere are no alternative uses for the pruda n faciliti
company benefits if division “Mango Juice :buvs fr
per components?

(b) If the internal facilities of Mango Pulp’ are rot otherw
the facilities will give an annual cash operating
Pulp’, should Division "Mango Juice’ purchase &

Irum division ‘Manuo P"’ ]

Explain the concept of value anal; : 07y

,,QBA/A.;tail dealer in stationery is.currently seiling 10,000 pens i (15
w1 < ai : i ° ,;"\v r ] AR 4 %V

fety in units and in amount
sold in a year. Find out the net proﬁt of the firm.
dditional staff aalary of Rs. 50 000 is antlclpated

i hng commission of Rs. 5 per pen how many pens
in a year to earn a net income of Rs. 1,60,000

OR
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Q3B AsiaLtd. has a capacity to produce 50,000 units of a certain product. The schedule of seifing ~ (08)
prices is given below:

volume of Sales | Selling Price
{% of capacity) | per unit (Rs.)

The variable cost for manufacturing is Rs. 1
month.

o At which level profit will be maximum
e would ycu change your de;cg\sio;n\;&f fi

Levei of activity - 100%
Fixed cost per | -
month (Rs.) - 24,000
"QBC 07)
Q4A Partielﬂ"i}_i‘é > 7l ty: > "'S'eﬂi‘ng price per as)

unit

30
40

] §§§egg ?)?7 9?7

% A0 36 PP
40

76

162

~ Budgeted |
Sales |

| Actual sal

Calculate the foliow Varlan,,

'Sales Value & ance.“ :

Sales Pnce Varlance
-Sales Quantlty Variance
“Sales Volume Variance
Sales M1x Varlance '

;U'F-"S*#Nr*

OR
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(08)

348 The budeeted vs actuai comparison for division
at the end of half year is as follows:
Particulars

Sales
| Material and other variable
- cost
Fixed cost
“Sales promotion
Operating profit
Net working capital
Fixed assets

For this division, judge the performance by 1) variances . 2) Profitability Ratios -

Q.4C  Bxplain in detail about fixed cost variance {07)
(08)

Q.5A  Whatis DMAIC Approach?
07

Q5B Explain the concept of Life cvclc co st

Qs5C 'Wnte Short Note (any three) TS i
Bppghmarkmg A \ CE
,3/ Objectives of Cost Aud,t

S Total Quahtv Ma*lagemeh; f  g

P
£

N IR S & Daca € AnfE



