Ph: 98851 25025/26 www.mastermindsindia.com

PROBLEM HO:1
EOQs: 2o
=
A = Units consumed during year
0 = Ordering cost per order
= Inventary carrying cost per unit per annum
EQD = 2x 1000050 _ 2,500 kg.
8% onRs 2
Mo, of orders to be placed in a year
=Total consumption of materials per annum/ECC) @
=10,000 kg /2,200 kg.= 4 Orders peryear
@% HO:2
a) EOQ = E’ﬁ”D
Where
A = Annual usage of material = 45,000 units
0 = Order cost per order =Rs.18
C = Inventory Carrying cost per unit per annum  =Hs. 20 % 20% = R5. 4.
EOQ = 2% 5000UNitsxRs16 - 900 units
Fs4d

Calculation of Total Variable Cost (Excluding material purchase cost):

Particulars Amount (Rs.)
Annualusage S5000units '
Order cost [ Ordersim xDrdercnstperDrderJ [ SOunits }{R51E] =400
Add: Inventory carrying cost [%x OrderSize xIC] zeﬂﬂunitsxﬁad] =400
Total variakle cost (Excluding purchase cost) 800

by If Incorrect price of Bs. 12,80 i5 used:
Then,
A, = 5000 units
O =Hs. 18
C=Rs5 1280x%20%=Hs5.256
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EOn= 2A0 _ Zx5000unitsxRs.16 — 950 Units
= Rz 256

Statement of Total Variable Cost [Excluding material purchase cost]:

Particulars Amount {(Rs.)
Order cost [%x 9515} 320
(+] Inventory carrying cost Bx?ﬁﬂunitsxz.ﬁﬁ} 320
Total variable cost [excluding material purchase cost | 640

Mote: In PM purchase cost of raw material is considered while calculating variable cost.

PROBGLEM HO:3

WORKING NOTE: 1 Calculation of EQQ

a) EOG = f@
I

Yhere,

A = Annual usage of material % = 36,000 units
0 = Order cost per order % =Rs5.29

IC = Inventory Carrying cost percent per annum@. 1% 20%=Rs.0.2
EOG = JZ:{ 36000unitsxRs 25

= 3000 uni

\\ in EOQ & Existing inventory policy

36000 unit
Order size of existing inventary palicy = mgtaﬁ = 6000 units

Rs0.2

WORKING NOTE 2: Calculation of N

Mo of orders = Alnualusage

Ordercost
36000
For EQC = = 12 orders
3000
— — _ 3B000units
For existing inventory policy: Orders = E000units 6 orders
Statement showing comparative cost of material {Amount in Rs.)
Particulars EQQ Existing policy
FPurchase Cost (Annual usage ® purchase price) 25,000 35,000
(36,000 units x Re.1)
Add: Order cost (Mo, of orders x Cost per order) (12 ordersx 25) 300 (6 orders x 257 150

Add: Inventory carrying cost {%xDrderSize }{CJ GHSDDDunitsxD.EJ 200 {%}{EDDDunitsxD.EJ G600

Total cost of material 46,600 36,780
a) Total annual ¢ost of existing Inventory policy =Rs. 780
b hMoney can be saved by ECC =Rs5 36 780-Fs. 36 600=Hs, 130

Mote: As the unit purchase cost of Rs.1 doesnot change, No need to consider while calculating total cost
of inventory for the purpose of savings.
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2AD

Calculation of EOCQ =

Where

A = Annual usage of material =

O = Order cost per order

IC = Inventory Carrying cost per unit per annurm

PROBLEM HO:4

1,00,000units

2.5Kgs

= 40000 Kgs.

= Rs.750 (370 +380]

= [Rs.12+ [0.25%1 2maonth)] = Rs.15

Eog = [2X40000kgsxRs750 = 2000 kgs
Rs15
ii] Ko Of Orders = .ﬂ.nnualu.sage i 40,000 kgs T
orderse 2000 kgs
Tirme gap between orders = _ 360days  360days
Roof omers. 200mes Do
lii) Comparative cost of material Staternent
(Amount in Rs.) t@
W Proportionately
Particulars EOQ
’Q;)% (quarterly basis)
drder size (fzj\b 2,000 kgs 10,000 kgs
i
oWy
Furchase Cost  [Annual  usa 32,000,000 32,00,000
purchase price] [40,000 kjs ¥ Rs.80]
+ Crder cost [Wﬂﬂﬂkgs st.?su] = 15,000 |:4DIDDDHQSXH3?5|]] =,3000
2,000k gs 10000k gz

[ﬂnnualusage

sarder cost perorder
atder size . ]

+ Inventory carrying cost

[%x DrderSiz&xC]

[%x 2000kg = xR=1 5] =15,000

[%MD.DDDI: as st.w] = 75,000

Total cost of material

32,30.000

32,78,000

Extra costincurred on quarterly basis Bs 48000 [i.e. B5. 3,278,000 - Bs, 3,230,000] should be asked

as discount
) discountfmt Rs 45000
CoDiscount rate = —————— %100 = ———— %100 =1 5%
Purchasecost Rs3200000 E
PROBLEM HO:3
iy EOQ = Eail
WWhere,

A = Annual usage of raw material
= 1,500 units x 12 months = 18,000 units
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S = Ordering cost per order = Rs.75

C = Carrying cost per unit per annum

= Purchase price ® % of carrying cost

= 1000 % 3% [2%+1%)]
= Rs.30

= 300 units

EDQ:JE&S =J2x1B,DDDunit5x?ﬁ
C Rs A0

i) Re-order level = Maximum usage % Maxirmum lead time

=400 units ¥ 8 weeks

= 3,200 units

Statement showing total cost of raw material

Particulars With discount Without discount
{Order size = 6,000 units) (EQQ = 300 units)
Furchase price per unit Fs.930 1,000
(Rs.1,000-5%)

Carrying cost  per unit per 285 30

annum AT 3%) (1,000% 3%)

{a) Total carrying costp.a w2y 099,500 4,500

[Order size/EOC X Ve ¥ ] Vax 26.5] [300% v x 30]

S
(b) Total ordering cost p.a 5 225 4,500
A
Order size/EOQ XS} 5 [158555 ﬂﬁ} [183,DDSD }‘?5}
N :

{¢) Purchase of raw material g 1,71,00,000 1,80,00,000

[ty X Price) [18,000% 950] (18,000 1,000]

Total cost of raw  rnaterial 1,71,85,725 1,80,09,000
(a+b+c)

Total cost is less at discount offer,

Therefore, it is advised to accept the discount offer.

PROBLEM HO: 6

iy Calculationof EOC = %

Where

A = Annual usage of material =50,000 pack x 12 months = 7,20,000 packs
0 = Order cost per order = R5.240

IC = Imventony Carrying cost per unit per annum = Rs. 228 % 10% = Rs. 22.8

2x7 20000packsxRs240

e = 3694 paks.

EDE]=\/

ii) Calculationto no of orders:-
Annalusage= 720000Paks
ordersize  3894packs

= 1850rders

Mo of orders =
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iii) Calculation of order cost and carrying cost

Particulars Amount (Rs)
Annualusage 720000packs 44378
Order Cost | —————xord t d =240
[ Ordersize roraereastperer er} [ J894packs :
: 1 ; 1 A439%2
Irventary carrying cost = ixurderame ¥IC | = 5}{3894;33(:1{5}{22.8
Total Ba76aa
iv) No of Packs per day = ~20000PACKS _ 5000 parks per day
JB0days
Mext orderto be placed = Present stock — lead time stock
= 10,033 — (2000 % Solays)
= 33 packs
- MNest order to be placed "Immediately"(since Units Used perday = 2000 units)
PROBLEM HO:?
a) Statementshowingtotal comparative cost of ma&eﬂl\%
Particulars Ao Orders
a) Order size (say) (Tonnes) ARENRS &0 100 200 300
by Purchase price (Rs) <oB680 9360 9120 8580 8640
c) Mo of arders = w 13 10 a & 2
Annualusage_500kgs @9
Ordergize () \\S i
d) Purchase cost = " 48,00,000 | 46,80,000 | 45,60,000 | 44 40,000 | 43,20,000
(ANNUal usage «
Purchase price)(500kgs % b) (Rs.)
g) Order cost = 1,62,500 1,252,000 62,200 37,200 25,000
(Mo, of orders x cost perorder) (cx
12,500) (Rs.)
fy INvERtory Carnying COst per unit per 2400 2,540 2.280 2,220 2160
annum =
(Purchase price x 25 %)
(h% 25%) (R5.)
0) Total inventory carrying cost = 48,000 a8,a00 114,000 2.22,000] 3,24,000
{%xQdDDDkgst =(1/2)% ax f(Rs)
Total cost(d+e+ g] (Rs.) 50.10,500 | 48,63.,500 | 47,368,500 | 46,99,500 | 45,69,000

CA Inter _42e_Costing (P)_ Material cost

Since costis leastin order size of 300 kgs, itis most economic purchase level

Thearetically number of orders may be in fractional numbers

Note: Mumber of order rounded off to the nearest whole number
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PROBGLEM NO:8

a) Fe order guantity = Econamic order guantity = %
Where A = Annual consumption = 7,200 units x 12 months = 90,000 units
0 = Ordering cost per order = F5.500

IC = Inventory carrying cost pa. = RS 60 % 10% = Rs.6

. Re-order guantity = JE(BDDDIE)ERSEDD = 3,873 units (Approx.)
b=
b) Fe-orderlevel = Maximum consumption ¥ kMaximum re-order period

=75 units = 8 weeks
= 5,000 units
¢} Minimurm stock level = Re-order level — {Average consumption © Average Fe-order period)

= 6,000 units — (500 units % 25

WEEkS)

= 5,000 units — 3,250 units = E@Itﬁ
d} Maximum stock level {Reorder level + reg ntity) — (Minimum cansumption x minimum
Rearder period)
%ﬂa units + 3,873 units — (2320 units x S weeks)
9,8?3 units — (1,250 units) = 3,623 units

giocklevel + Maxim um stocklesel

e) Average stock level _ Minimur 2
_ 2,750units+8,623units
2
= 5,667 units
PROBLEM NO:9

Maxirmum Level = Re-order level + Re-order Quantity- (Min. usage x Min. Re-order Period)
Re-order Level = Maximum Level — [Re-order Quantity — (Min. usage x Min. Re-order Period)

= 5,000 kg, — [5,000 kg. — (400 kg* x4 days)] = 8,000 kg. — 3,400 kg. = 4,600 kg.
Hence, Re-order levelis 4,600 kg.

*Minirum usage per day = 50 kg, % 8 hours = 400 kg,

PROELEM HO:10
(1) Reorder Quantity (ROQ) = 1,100units (Refer fo working nofe)
{ii) Reorderlevel (ROL) = Leadtime consumption + Safety stock

= 500 units + 1,000 units.

= 1,500 units.
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(i) the inventory level (ideally) immediately before the material order is received be the safety stock is
1,500 units

Working Note

i} Annual consumption of raw material (A) = 12,000unts

Fs.1

Cost of placing an arder (O]

Carnying cost per kg, Per annum (Cxi) = R5.1x24% = Rs.0.24

Econormic order guantity (EOQ) = 1,100 units. (Approx)

_JEAD _‘(zmz,nuumz
Y Cxi Rs.0.24

i) Leadtime consumption = Annual consumptions no. of days in a year x Normal lead time
=12,000 units f 360 % 15 daws

= 500 units.
iii} Safety stock= Annual consumption s no. of days in a yearx 30 days
= 12,000 units f 360 % 30 days

= 1,000 units

i}y Re-order gquantity (ROQ) = Economic Bat

~EOQ = (220
C

= 200 kgs. ¥ 52 weeks = 13,000 kgs.
0 = ordering cost per order = R5. 1,500
= Carrying cost per unit per annum =Rs. 1009375 % =Fs5.9.75

2 % 13,000 kgs. % Rs. 1500
L EO0Q =
\’ Rs.9.75

= 2,000 kgs.

i) Re-order level = Maximum Consumption per week x Maximum |ead time = 300 kgs. x 7 = 2,100 kgs.
i) Maximum level = ROL + ROQ - (Minirmum consurmption per week x Minimum lead time)

= 2,100 + 2,000 - (200 ¥ 5) = 3,100 kgs.
iv) Minimurn level = ROL - (Normal Usage perweek x Normal lead time) = 2,100 kgs. (250 kgs. % 6) = 600 kgs.

MinimumStock Level+ Maxmum Stock Level _ 00 Kps+ 2100 kys

V) Average Stock Level = = 1,850 kgs.

2 2
(or) = Minimurn level + %% of ROQ = 600 + %% of 2,000 = 1,600 kgs.
PROBLEM HO 12

Working Notes:

{i} Computation of Annual Consumption & Annual Demand for raw material; Dee;

Sales forecast of the product 'Exe’ 10,000 units
Less: Opening stock of Exe HO0 units
Fresh units of 'Exe’ to be produced 8,100 units
Faw material required to produce 3,100 units'Exe’ 18,200 kg
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(3,100 unit2Ka)

Less: Upening stock of Deg’

T.000 kg

Annual demand for raw material'Deg’

17,200 kg

{ii) Computation of Economic order of Quantity (EQQ):

Eoq = | 2énnual dem and Dee'wordering cost
carrdng cos t per unitperannurm

=1,200kg

= szw,znnkgms.?zn :J2x1?,EDDI«<QxR5.?2EI
Rs.128x13.76% Rs.17.2

{iii) Re-orderLevel

=(Maximum consumption per day x Maximum lead time)

i {[ﬁnnual consurm pticnof'Dee’

20kg % Bda
364kg " QJ yﬁ}

18,200k
= == onkg | %8 days ¢ = 560K
{[ 36dkg g] awg} :

{iv) Minimum consumption per day of raw material ‘Dee’

Rk

Or, 80 kg, =Min.consumption \4‘1,

2
2r, Min. consumption =100 kg — 70 kg, =30 kg.
{a) Re-order Quantity :

ECQ-200kg. = 1,200 kg. — 200 kg.= 1,000 kg.
(b} Maximum Stock level:

= Re-order level + Re-order Quantity — (Min. consumption per day x Min. lead time
=860 kg + 1,000 kg. — (30 kg, = 4 days) = 1,560 kg. — 120 kg. =1 440 kg

{c) Minimum Stock level:

= Fe-arder level — (Average consumption per day = Average lead time)

= 560 kg, — (20 kg, = 6B days) = 260 kg.

{d) Impact on the profitability of the company by not ordering the EQQ.

When purchasing the ROQ When purchasing the
EQGQ
I Order 1,000 kg. 1,200 kg.
guantity
Il Mo. of orders 17200k0 =14 330r 15 orders
—==17 2
ayear 1000k or 18 orders
Il Ordering Cost 18 orders =~ 720 = "12 960 15 orders =~ 720 =
10,800
[\ Average 1,000k 2= &00kg. 1,200k /2= BO0ky.
Inventary
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W arrying Cost alU kg = 172 ="8 80U BUU kg, = 174 =
10,320
W Total Cost T 21,560 T2 120
Extra Cost incurred due to not ardering EQQ =" 21,560 -7 21,120 = 440
PROBLEM HO: 13

_ Costofgoodssold

Inventory turnover ratio

Average Stock

10000+ 52000-5000 _ Rs55000

Inventory turnover ratioof & = = =7 times
10000+ 000 R=5000
2
Imventory turnover ratio of B = 2R00+ 2700011000 _ Rs25000 _ 5 oy
[1 1000+ e,nnn] Rs10000
2

Note: COGS = Opening stock +purchases - closing stock

Openingstock+ Closingstock

Average stock = 5

Comment: Material A is faster moving than Material B

PROB

SH

14

Statement showing computation of quantity of each chemical available for use

Particulars c-—}Chemical A {Kg) | Chemical B {Kg) | Chemical C (Kg)
Cluantity purchased AN 2,000 5.000 2,000
Less: Shortage due to breakage 3 (2007 (2a0) (100)
2,800 4,720 1,900
Less: Pravision far further deterioration 5% (1409 (238) (5]
2,660 4.484 1,805

Statement sh

owing total cost of material

Particulars Chemical A (Rs.) | Chemical B {(Rs.)| Chemical C (Rs.]
Purchase price 12,600 19,000 8,500
Add: Sales Tax® 530 850 475
FRailway Freight* 200 00 200
Octroi duty @ 0.1 kg 200 a00 200
cartage paid 22 6312 31.8
13,852 21,013.12 10,4068
Rate per Kg,
Fs.13352
Chemical & = ————— =Rs52
2660kgs
Fs21013.20
ChemicalB = —————— =Rs5.46
4484 ks
Fs.10406.80
Chemical C= ————— =Rs5.87
1805 ks

*Sales tax is apportioned on the basis of purchase price

* Railway freight is apportioned in the ratio of quantity purchased

CA Inter _42e_Costing (P)_ Material cost
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PROBLEM HO:15
Working Notes:

Date Particulars Oty. (kgs) | Rate (RS-} | v 1ue (Rs)
01.03.2013 |Opening Stock (A 22,000 28.20 12.,87,000
03.03.2013 [Furchase 35,000 B0, 75 21,256,280
18.03.2013 |Furchase 32,000 61.25*% 19,60,000
25.03.2013 |Furchase 22,000 Bi-7ar 13,588,500

Total Purchase (=] 89,000 24 44,740
Total [(A+E) 5] 1,711,000 G7,31,740
41.04.2013 [Closing Stock (D] 23,000
Quantity issued during March, 13 (C -0 85,000 53,12 ,0004
* Cost of purchase includes freight paid (@ FS.1.75 perkos
# “alue of material issued under FIFO method
Quantity (kgs) Rate (Rs.) Value [RS.)
22,000 a8.50 12 87,000
35,000 G0.75 21,726,250
31,000 61.25 18,998,740
88,000 53,12,000
(i) Value of Closing Stock as on 31.03.2013 using FIF od
Yalue of Opening Stock % 12,87.,000
Add: Purchases mace 54 44 750
67,31,750
Less: value of material issued (53,12 ]
Yalue of Closing Stock 14,1975
(ii) Cost of Goods Sold

Cost of materials issued =93,12,000

(iii) Profit for the month of March, 2013
{Rs.)

Yalue of Material issued 83,12,000

Add: Accountant's Salary 1000

Total Cost 53,23,000

Less: Sales walue Je200.000)

Profit 877

PROBLEM HO:16
Store Ledger Account
Name - Max. Stock Level — Bin No.-
Code No. - Min. Stock Level — Location Code-
Description- Re-orderlevel — Re-order quantity-
Receipts Issues Balance
Date aty. Rate Amount City. Rate | Amount | Oty. | Rate | Amount
Units {Rs.) {Rs.) Units {Rs.) [Rs.) Units | iRs.] {Rs.}

April 1 200 10 2,000
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Anril 5 250 B 2000 200 10 4,000
250 g
April 8 150 | &.50 1275 200 10 5,275
2560 8
150 8.50
April 10 100 | &.50 ge0| 200 100 4,425
250 g
50| 8.50
April 15 a0 10 500 200 10 4,925
250 ]
0 850
a0 10
April 20 10 10 100 190 10 4,825
(shortage)
250 g
500 8.50
50 10
April 21 G0 g 540 150 10 5,365
250 g
=N 50 8.50
N a0 10
AR 60 g
April 22 SO 10 3,580 40 g 1,785
S e 210 5 s0| s8&0] (closing
I NN E0| 10| Stock)
P 60 g
y'/PROBLEM HO. 17
Statement of Total Cost and RanKing
Item | Units [% of Total units |Unit cost (Rs.)| Total cost (Rs.) | % of Total cost | Ranking
1 7,000 3.1963 5.00 35,000 9.8378 4
2 | 24,000 10.9589 3.00 72,000 20.2378 2
3 1,500 0.6849 10.00 15,000 42162 7
4 00 0.2740 22.00 13,200 3.7103 a
5 | 38,000 17.3516 1.50 57,000 16.0216 3
6 | 40,000 18.26485 0.50 20,000 56216 6
7 | 60,000 27.3973 0.20 12,000 3.3730 E]
g 3,000 1.36959 3.50 10,500 2.9513 11
g 300 0.1370 a.00 2 400 0.6746 12
10 | 29,000 13.2420 0.40 11,600 3.2605 10
11 | 11,500 5.2512 7.10 81,650 22.9502 1
12 [ 4,100 1.8721 6.20 25 420 7.1451 5
2,19,000 100 3,55,770 100

Basis for selective control (Assumed)
FHs. 90,000 & above --"A' items
Hs. 15,000t0 20000 --'B' items
Below Hs. 15,000 -- 'C' items

On this hasis, aplan of A B C selective control is given below:

CA Inter _42e_Costing (P)_ Material cost
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Ranking | Item Nos. I of Total units Cost (Rs.) U of Total Cost | Category
1 11 5.2512 81,650 22.9502
2 2 T0.9509 72,000 20.2378
3 3 1709516 57,000 T6 0216
Total 3 33.5617 2,10,650 592096 A
4 1 3.1063 35,000 083785
5 12 1.8721 25420 7.1451
5 5 18.2648 20,000 56216
7 3 06040 15,000 12162
Total 4 24,0181 85,420 26.8207 B
B 4 0.2740 13,200 37103
g 7 27.3973 12,000 3.3730
10 10 13.2420 11,600 3.2605
TT 5 T.5699 10,500 70513
T2 E 01370 7 400 ERE
Total 5 42.4202 48,700 13.9697 C
Grand Total 12 100 3,55,770 100

Copyrights Reserved
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