PUNJAB STATE TRANSMISSION CORPORATION LTD.

Departmental Accounts Examination- 2024 (1* Session)

Category  SAS Part [l Paper- VIII
(Works and Management Accounting)

Roll No.

Time allowed: 3 hours Max. Marks: 100

Note: All questions are compulsory

Question 1.

A machine costing Rs.1.00.00.000 is expected to run for 10 years. At the end of this period its
scrap value is likely 1o be Rs.9.00.000. Repairs during the wholu life of the machine are
expected 1o be Rs.18.00.000 and the machine is expected to run 4,380 hours per year on the
average. Its electricity consumption is 15 units per hour, the rate per unit being Rs.5. The
machine occupies one-fourth of the area of the department and has two points out of a total of
ten for lighting. The foreman must devote about one sixth of his time to the machine. The
monthly rent of the department is Rs.30.000 and the lighting charges amount to Rs.8.000 per
month. The foreman is paid a monthly salary of Rs.19.200.

Find out the machine hour rate. assuming insurance is @ 1% p.a. on 1,00.00,000 and the
expenses on oil. ete.. are Rs.900 per month.
(20 marks)
Question 2.
Using the following data. prepare the Balance Sheet:

Gross p|01|lx T Rs. 54000
"~ Sharcholders Funds ' | Rs. 600000
T 7C1|05:P7|(;T|{l\1alg,ln - [ 20% ]
| ~ Credit Sales to IolalSalu o | 80% - ]
| ~ Total ‘Assets turnover - o a 0. 3 lnmcs 7
| o l'l{;;n;l&\flt—ll—n\;\:;l_i _lil}i; - - | 4 1|mes 7
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(20 marks)
Question 3.
S 1td has assets of Rs. 320000, which have been financed with Rs. 104000 of debt Rs. 180000
of equity a general reserve o Rs 36000, The company's total profit after interest and taxes for
the year ended 31.3.18 was Rs 27000. It pays 8% interest on borrowed funds and is in the 30%
tax bracket. It has 1800 equity shares of Rs 100 per share, presently selling at a market price
of Rs 120 per share. What is the weighted average costis capital of' S 1. td.

(20 marks)



Question 4. -
1o _ . cor budget for the neat
loat glass Manufacturing Company requires you to present the Mastel =

year fr s S B
) h0~m the !0“9\}1“% information: -

LSalre;s: R . - l - - ]
o 7 A Toughcd'(}lu;ss Rs. 600000 |

"Rs. 200000

()()0 0 Uf SLllCS

r . Bent Glass
Direct material cost: ‘ - : .
Direct W ages: ' ' 20 workers d

| Rs.150/month

~lactory Overheads: ] 7 - I
} Indirect Labour . Works m'unagcr 7 ~ Rs. SOO/anth
| 7 ~ Toreman R 400f’7m0nth7 ]
'~ Stores and Spares 1T ~2.5% on sales
| Depreciation ~onl| T Rs. 12600

machinery

Lightandpower | Rs.3000

I Repéirs7aBailﬁéin'teinah_cr<; - ‘ Rs. 8000 - T
COther sundries | T l0%ofdirect wages

Administration.  selling
and distribution expenses

(20 marks)

Question 5.

I'he following arce the costing records for the vear 2017 of a manufacturer: Production 20,000
units: Cost of Raw Materials *2,00.000; Labour Cost " 1.20,000; Factory Overheads = 80,000;
Office Overheads ~ 40.000: Selling Expenses "10.000, Rate of Profit 25% on the Selling Price.
The manufacturer decided to produce 25,000 units in 2017. It is estimated that the cost of raw
materials will increase by 20%, the labour cost will increase by 10%, 50% of the overhead
charges are fixed and the other 50% are variable. The selling expenses per unit will be reduced
by 20%. The rate of profit will remain the same. Prepare a Cost Statement for the year 2017

showing the total profitand selling price per unit.

(20 marks)




SAS— 1 — il

PAPER-vII o |

(WORKS AND MANAGEMENT ACCOUNTING) J
Solution 1: -

Totalnumberofhoursperannum-4,380Hours Total

number of hours per month- 365 Hours

ComputationofMachineHourRate _
]

- PerMonth(Rs.) PerHour(E) o
Fixedcosts(StandingCharges) N |
Depreaciation(Referworkingnote-1) 75,833 |
Rent(Rs.30,000x%4) 7,500
Light ngcharges{(Rs.8,000x2points)+10 points} 1,600
Fore'nan’ssalary(Rs.19,200x1/6) - 3,200 |
Sunciryexpenses(oil etc.) 900 |
Insurance{(1%ofRs.1,00,00,000)+12 months} 8,333

97,366 | 97,366/ 365Hours=
_ 266.76

Vari: blecosts: i
, e oro 4110 |
Repuirs| | U280 wlo ] |

Elech city (15unitsxRs.5) 75.00
—ﬁaﬁ‘ ne HOU} ratef - I 73—82§’
- R B |

Workir g notes:
(1) Depreciation per month= Cost of Machine - Scrap value

Life of the machine
=1,00,00,000-9,00,000 = Rs. 75,833
= (10 years X 12 months)




Solution 2:

Balance Sheet of X Ltd

Rs. |
42,000 |
12,000

Liabilities
Sundry Creditors

Lohg term debt
Shareholder fund

Working notes:

1. Gross Profit:

GP Margin =20%
GP . = Rs. 54000
Sales = 54000/20% = Rs. 270,000

2. Credit Sales:
Credit Sales = 80% of Total Sales
= 270,000 X 80%
= 216000
3. Total Assets:
Total Assets Turnover = Sales / Total Assets = 0.3 Times
Total Assets =270,000/0.3
=9,00,000
4. Inventory Turnover:

Inventory Turnover = COGS / Inventory X 100
= 270,000 - 54000 / Inventory

= 216000 / 4 = 54000



5. Debtors:

Debtors = Credit Sales X 20 days / 360 days
= 216000 X 20/360
= 12000
6. Creditorsa
Total Asséts = 9,00,000
Total of Balance Sheet = 9,00,000
Now, Long term debt = Long term debt / equity = 40%
Long term debt = 40% of equity
= 600,000 X 40%
= 240,000
Now balancing figure of Liability side is creditors
= 960,000 - 6,00,000 (Equity) - 240,000 (Long term debt)
Creditors = 60,000
7. Current R;‘«.ltio - Cash:
Current Ratio = Current Assets/Current Liabilities
1.8 = Debtors + Inventory + Cash/ Creditors
1.8 = 12000 + 54000 + Cash /60,000
108000 = 66000 + Cash
Cash = 42000
8. Fixed Assets:
Bala'ncing Figure on Assets Side is Fixed Assets.
9. Sales:
COGS= Sales - G.P.

COGS= 270,000 - 54,000 = 216000



»
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Solution 3:

Statement showing computation of Weighted average cost of capital

| Items Market Weight | After ' Total Cost % |
| | Value (Rs) | (Value/Total value) | Jax Ciost | (WK)
fo |
\ [ (W) \ [
| | w o
| - - — + == - - S — e |
\ Equity Share Capital 180,000 0.5625 12.5 T 7.03125 |
|
(180,000 / 320,000) |
| General Reserve ~ 36,000 01125 | 125 140625
| Debt 104,000 035 | 56 182
| i
| Weighted Average Cost of Capital .
| 10.2575

Therefore, required weighted average cost of capital is 10.26%

Working Notes:

1. Market Value of equity = 1800 * 120 =Rs 216000

Ratio of equity share capital and general reserve = 180000:36000
Market Value of equity share capital = Rs 216000*5/6 =Rs 180000
Market Valué of general reserve = Rs 216000%1/6 = Rs 36000

2. Earning per share (E) =Rs 27000/1800 = Rs 15

Cost of Equity share capital (Ke) =E/P= Rs 15/Rs 120=0.125 or 12.5%
Cost of general reserve is 12.5% also.

3. Cost of debt (Kd) = I/P (1-)=8/100 (1-0.30)= 0.056 or 5.6%



Solution 4:

()
MASTER BUDGET

Sales:
Toughened Glass
Bent Giass

' Total Sales
Less : Cost of production :

Direct materials (60% of * 8,00,000)
Direct wages (20 workers x * 150 x 12 months)

Prime Cost
Fixed Factory Overhead :

Works manager's salary (500 x 12)
Foreman's salary (400 x 12)
Depreciation

Light and power (assumed fixed)

Variabl= Factory Overhead :
Stores and spares

Repairs and maintenance
Sundry expenses

Works Zost

Gross Frofit éSales - Works Cost)

Less: Administration, selling and dist. expenses
Net Profit

6,00,000
2,00,000

8,00,000

4,80,000
36,000
5,16,000

6,000

4,800

12,600

3,000 26,400

20,000

8,000

3,600 31,600
5,74,000
2,26,000
36,000
1,90,000




golution 3:

Statement of Cost (Cost sheet)

]

\ (Output 20,000 units)

| Particulars o Costperunit |  Total Cost |
| - (Amountin’) (Amountin”)

" Raw Materials ~ 10 | 200000

~ Labour - 5 120000

| PRIMECOST 16 | 320000

~ Add:FactoryOverhead 4 | 80,000
WORKSCOST 74,00,000

. Add:OfficeOverhead 40000

| COST OFPRODUCTION

" Add:SellingExpenses ,

. COST OFSALES ~ 4,50,000
Add-Profit(25%onSellingPriceor33.33%on 150,000
CostofSales)

" SELLINGPRICE

Statement of Cost (Cost sheet)
(Output 25,000 units)

 Particulars Costperunit Total Cost
(Amountin”) (Amountin’)
RawMaterials(" 10x1 20%x25,000) 3,00,000

Labour( 6x110% x25,000) 1,65,000
PRIMECOST 465,000
Add:FactoryOverhead 90000

. (80,000x50%+2x25,000)
T WORKSCOST '

S dch oA S — 5.55,4000’
Add:OfficeOverhead L

45,000
(40,000x50%+1x25,000)

" COST OFPRODUCTION 600000

 Add SellingExpenses 10,000
(0.5xB80%x25,000)

"~ COST OFSALES ? 244 6,10,000

" Add-Profit(25%onSellingPriceor33.33% '1 8.132 203,313
onCostofSales) |

T SELLINGPRICE | 32532 813313
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