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Please read the following instructions for writing your assignments. (AD, BS, BEd, MA/MSc, Med, ODL Mode)

1. All questions are compulsory and carry equal marks, but within a question, the marks are distributed according to its requirements. 

2. Read the question carefully and answer it according to the requirements of the question. 

3. Avoid irrelevant discussion/information and reproducing from books, study guides, or allied material.

4. Handwritten scanned assignments are not acceptable. 

5. Upload your typed (in Word or PDF format) assignments on or before the due date.
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Total Marks: 100
Pass Marks: 50
ASSIGNMENT No. 1

Question No 1








                 Marks = (20)
a. Walden Green provides custom farming services to owners of 5-acre wheat fields. In July, he earned $2,400 by cutting, turning, and baling 3,000 bales. In the same month, he incurred the following costs: gas, $150; tractor maintenance, $115; and labor, $600. His annual tractor depreciation is $1,500. What was Green’s cost per bale? What was his revenue per bale? Should he increase the amount he charges for his services? 

b. Fraser Products, Inc., which produces copy machines for wholesale distributors in the Pacific Northwest, has just completed packaging an order from Kent Company for 150 Model 14 machines. Direct materials, purchased parts, and direct labor costs for the Kent order are as follows:

Cost of direct materials $17,450.00

Cost of purchased parts $14,800.00

Direct labor hours 140

Average direct labor pay rate $16.50

Overhead costs were applied at a single, plantwide overhead rate of 240 percent of direct labor dollars.

Required

Using the traditional costing approach, compute the total cost of the Kent order.
Question No 2








                 Marks = (20)
Tasty Food Enterprises had the following inventories on 1 March 2023:
Materials Rs. 24,000 
Finished Goods Rs. 25,000
Work in process Rs. 29,000
The work in process account contains the following jobs:

	
	Job 951 
	Job 956 
	Job 975

	Materials 
	Rs. 2800 
	3,800 
	5,000

	Labor 
	Rs. 2100 
	3,500 
	4,000

	Factory overhead applied 
	Rs. 1700 
	1,900 
	4,200

	Total 
	Rs. 6600 
	9,200 
	13,200


The following transactions were undertaken during March 2023

a. Material purchased Rs. 20,000 on terms n/30.
b. Material issued to production Rs. 18,000, which also includes Rs. 2,000 for indirect material. The direct material issued to jobs was Rs. 5,300 to job 951 Rs.4,800 to job 956 and Rs. 5,900 to job 975.
c. Material returned to the storeroom from the factory amounted to Rs.500 of which Rs. 200 was indirect material, and the balance from job 975.
d. The payroll of employees amounted to Rs. 35,000 for the period, and was distributed Rs. 9,000 to job 951, Rs.12,000 to job 956 and Rs. 14,000 to job 975.
e. Factory overheads amounting to Rs. 12,500 included Rs. 6,000 for depreciation of factory machinery, Rs. 1,000 for insurance, Rs. 3,500 for power consumption and Rs. 2,000 for building rent for March 2019
f. The factory overhead was applied to jobs at 50% of the direct labor cost.
g. Job 956 and 975 were completed and transferred to the finished goods warehouse, while job 951 was incomplete at the end of March 2023.
h. Both the above jobs were delivered to the customers and billed at a gross profit of 35% of the cost.
i. Collection from customers was completed.
Required
i. Journalize the March transactions in the general journal.
ii. Prepare general ledger inventory accounts and post relevant transactions in them.
iii. Prepare the job orders cost sheet.

iv. Prepare a schedule of inventory balances.
Question No 3








                 Marks = (20)
The City Styles produces precut fabrics for three products, namely dresses, jackets and blouses in a joint process. The joint cost is allocated on the basis of relative sales value at split off point. The company can choose to process each of the products further rather than to sell the fabrics at split off stage. The data pertaining to these products is as under:

	
	Dresses 
	Jackets 
	Blouses 
	Total

	Number of units produced 
	1,000 
	1,600 
	600 
	3,200

	Joint cost allocated 
	Rs 174,000 
	? 
	? 
	Rs 360,000

	Sales value at split off point 
	? 
	? 
	Rs 80,000 
	Rs 600,000

	Additional cost of further processing
	Rs 26,000 
	Rs 20,000 
	Rs 78,000 
	Rs 124,000

	Sales value after all processing
	Rs 300,000 
	Rs 268,000 
	Rs 210,000 
	Rs 778,000


Required:

a) 
Allocate the joint cost to jackets and blouses.

b) 
Determine the sales values of dresses and jackets at split off point.

c) 
Would it be beneficial to process further any of the products after split off stage? Support it with computations.

d) 
If 400 jackets are processed further and sold at the regular selling price, what is the

profit or loss on this proposition?
Question No 4








                 Marks = (20)
a. The Alpha Manufacturing Company is purchasing a particular inventory at the cost of Rs. 300 per unit. Monthly usage is 1,500 units. The ordering cost is Rs. 50 per order and the annual carrying cost is 16%. Presently, the procurement is based on Economic Order Quantity modelling. A supplier has offered the company for supply of requisite merchandise at 5% discount if orders in the lots of 3,000 units are placed. Required: Evaluate this offer to determine whether the company should accept this offer or purchase the merchandise on an Economic Order Quantity basis. 
b. Royal Home Appliances is selling branded merchandise to consumers. The company uses the FIFO inventory costing method. The following information was extracted from the company’s recent financial statement for the year 2023:

	Cost of Goods Sold 
Income before taxes 
	Rs. 3,700,000
250,000

	Income tax expense 
	105,000

	Net income 
	145,000


The destiny of the financial statement for the year 2023 revealed that had the company been applying the LIFO inventory costing method, its cost of goods sold would have been at Rs. 3,730,000. The rate of income tax applicable to the company is 40% of income before tax.

Required:

i. Explain how LIFO can result in a higher cost of goods sold. Would you anticipate that LIFO would result in a greater or lesser valuation of ending inventories? Defend your answer.
ii. Assuming that the company had been using the LIFO costing method of inventory, compute the following amounts for the current year:

1) Income before taxes 2) Income tax expense 3) Net Income after tax.
Question No 5








                 Marks = (20)
Bonanza Company has been in business for many years, which is manufacturing swimming suits for professionals. Analysis of the company’s financial record for the current year indicates the following:

(Average Selling price per swimsuit Rs. 700

(Variable cost per swimsuit:

(Direct material 
Rs. 280

(Direct Labour 
Rs. 120

(Variable Overheads 
Rs. 55

(Annual fixed cost:

(Administrative 
Rs. 250,000

(Selling 

Rs. 100,000

Required

a) 
Compute the contribution margin ratio and contribution margin per unit.

b) 
Compute the breakeven sales revenues and breakeven sales in units.

c) 
If the company desires to earn a profit of Rs. 210,000 per annum, compute the sales revenues and sales units to achieve the target profit.

d) 
The company is considering purchasing a faster sewing machine that will save Rs. 35 per swimsuit in labour cost but will raise annual fixed cost by Rs. 50,000 on depreciation. The new sewing machine requires a capital investment of Rs. 500,000 and has 10 years useful life. Should the company switch over to a new sewing machine? Draw your recommendations supported by statistical computation.

ASSIGNMENT No. 2
Total Marks: 100
Pass Marks: 50
Question No 1









Marks = (20)
SABA Enterprises needs a cash budget for the month of June. The following information is available:
a. The cash balance on June 1 is $4,000.
b. Sales for May and June are $50,000 and $40,000, respectively. Cash collections on sales are 40 percent in the month of sale and 50 percent in the month after the sale; 10 percent of sales are uncollectible.
c. General expenses budgeted for June are $20,000 (depreciation represents $1,000 of this amount).
d. Inventory purchases will total $40,000 in May and $30,000 in June. The company pays for half of its inventory purchases in the month of purchase and for the other half the month after purchase.
e. The company will pay $5,000 in cash for office furniture in June. Sales commissions for June are budgeted at $6,000.
f. The company maintains a minimum ending cash balance of $4,000 and can borrow from the bank in multiples of $100. All loans are repaid after 60 days.
Required: Prepare a cash budget for SABA Enterprises for the month of June.

Question No 2









    Marks = (20)
Excel Toys Industry manufactures plastic toys with the following material and labour standards:

	
	Standard quantity 
	Standard cost

	Material 
	0.2 kg 
	Rs. 60 per kg

	Labour 
	12 minutes 
	Rs. 200 per labour hour

	Variable overheads 
	Labour base time 
	Rs. 150 per labour hour


During the month of January 24,000 kg of material was procured on account at Rs. 50 per kg. During January 14,400 kgs of the material were used in the production of 80,000 toys. The payroll for January indicates 16,500 direct labour hours at a total cost of Rs. 3,135,000. The variable overheads amounted to Rs. 1,947,000 during the month of January.

Required

a. 
Compute material price and material quantity variances for the month of January.

b. 
Compute labour rate and the labour efficiency variance for the month of January.

c. 
Work out the overhead rate and efficiency variance for the month of January.

d. 
Based on the above variances, evaluate the performance of the concerned manager responsible.

e. 
Assuming that the perpetual inventory and standard cost accounting system is being used, prepare relevant general journal entries for the above transactions, including variances in the books of accounts of the company.
Question No 3









    Marks = (20)
The Standard Manufacturing Company is producing room chairs for domestic use. The opening inventory of chairs of 500 units had a cost of Rs. 455 per chair under absorption costing. During the year, it produced 12,500 chairs and sold 10,000 chairs. The manufacturing cost consisted of Rs. 130 for direct material, Rs. 120 for direct labour and variable overheads amounted to Rs. 80 per chair. The fixed overheads were Rs. 1,562,500 per annum. The production volume and cost structure have remained constant throughout the last and current year. The sale price per chair was Rs. 650. The variable selling expenses were Rs. 25 per unit and fixed selling and administrative expenses were Rs. 800,000 per annum.

Required

a. 
Prepare an income statement under absorption costing for the year.

b. 
Prepare an income statement under variable costing for the year.

c. 
Prepare a reconciliation statement of the net income as reported under absorption costing with the variable costing.
d. 
Which of the income statements should be used by the management for external reporting purposes? Support your recommendations with appropriate arguments.

Question No 4








                 Marks = (20)

Wayne Company makes two types of circuit boards. One is a high-caliber board designed to accomplish the most demanding tasks; the other is a low-caliber board designed to provide limited service at an affordable price. During its most recent accounting period, Wayne incurred Rs.170,000 of inspection costs. When Wayne recently established an activity-based costing system, its activities were classified into four categories. Categories and appropriate cost drivers follow.
	
	Direct 
Labor Hours 

	Number 
of Batches 

	Number 
of Inspectors 

	Number
of Square Feet


	High caliber
	3,000
	20
	3
	30,000

	Low caliber 
	14,000 
	20 
	2 
	70,000

	Total 
	17,000 
	40 
	5 
	100,000

	
	
	
	
	


Required

Allocate the inspection cost between the two products assuming that it is driven by (a) unit-level activities, (b) batch-level activities, (c) product-level activities, or (d) facility-level activities. Note that each allocation represents a separate alternative. In other words, the Rs.170,000 of inspection cost will be allocated four times, once for each cost driver.

Question No 5








                 Marks = (20)

Narrate the term “profitability index”. How can it be computed? State the role of profitability index in the execution of projects and manufacturing the product lines.
3

