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CMA JUNE, 2020 EXAMINATION 
PROFESSIONAL LEVEL-III 

SUBJECT: 302. ADVANCED COST ACCOUNTING 

Time: Three hours                 Full Marks: 100 
  All questions are to be attempted. 
  Show computations, where necessary. 
  Answer must be brief, relevant, neat and clean. 
  Start answering each question from a fresh sheet. 

 
Q. NO. 1 

A public health center runs an Incentive Medical Care Unit. For this purpose, it has hired a building 
at a rent of Tk. 50,000 per month with the understanding that it would bear the repair and 
maintenance charges also. 

The Unit consists of 25 beds and 5 more can be comfortably accommodate when the occasion 
demands. The permanent staff attached to the units are as follows:- 

2 supervisors each at a salary of Tk. 5000 per month, 

4 Nurses each at a salary of Tk. 3000 per month, 

2 ward boys each at a salary of Tk. 1500 per month. 

Though the unit is open for patients all the 365 days in a year, scrutiny of accounts in 2019 reveals 
that only for 120 days in the year, the unit had the full capacity of 25 patients per day and for 
another 80 days, it had on an average 20 beds only occupied per day. But there were occasions 
when the beds were full, extra beds were hired at a charge of Tk. 50 per bed per day. And it did 
not come to more than 5 beds extra above the normal capacity on any one day. The hire charges 
for the extra beds incurred for the whole year amount to Tk. 20,000. 

The unit engaged Expert doctors from outside to attend on the patients and the fees was paid on 
the basis of the number of patients attended and time spent by them which on the average worked 
out to Tk. 100,000 per month in 2019.  

The other expenses for the year were as under:- 

Repair and Maintenance   Tk. 56,000 
Food supplied to patients   Tk. 440,000 
Janitor and Other Services for Patient    Tk. 125,000 
Laundry charges for bed lines            Tk. 280,000 
Medicine supplied to patients           Tk. 350,000 
Cost of Oxygen, X-rays etc. other than directly       Tk. 540,000 
Borne for treatment of patients 
General Administrative charges allocated to the unit.    Tk. 495,000 
Total:            Tk. 2,286,500 

Required:   

(1)  If the Unit recovered an overall amount of Tk. 1000 per day on an average from each patient, 
what is the profit per-patient-day made by the unit in 2019? 

(2)  The unit wants to work on budget for 2020, but the number of patients requiring intensive 
medical care is a very uncertain factor. Assuming that, same revenue and expenses prevail 
in 2020, in the first instance, workout the number of patient-days required by the unit to 
break-even. 

Marks: (15+10) = 25] 
Q. No. 2 

(a) Hi-Tech Manufacturing produces sensitive home appliances to serve the high-end 
customers. One of its very successful product lines is kitchen appliances where it has 
established a very strong brand. However, the company is facing difficulty in current periods 
as reflected in reduction of its market share. You are asked to identify the potential drivers for 
marketing activities so that the company can take some corrective measures to regain its 
market share. 
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CMA JUNE, 2020 EXAMINATION 
PROFESSIONAL LEVEL-III 
SUBJECT: 302. ADVANCED COST ACCOUNTING 

Q. No. 2 (cont’d...) 

(b) ABC Ltd is manufacturing two products named as Economy and Regular. The selling price of 
these two products are Tk. 3 and Tk. 4 respectively. The following sales strategy has been 
outlined for the year: 

(i)  Sales planned for year will be Tk 720,000 in the case of Economy and Tk. 350,000 in 
the case of Regular. 

(ii)  To meet competition, the selling price of Economy will be reduced by 20% and that of 
Regular by 12.5%. 

(iii)  Break- even is planned at 60% of the total sale of each product. 

(iv)  Profit for the year to be achieved is planned as Tk. 69,120 in the case of Economy and 
Tk. 17,500 in the case of Regular. This would be possible by launching a cost reduction 
program and reducing the present annual fixed expenses of Tk. 135,000 allocated as 
Tk. 108,000 to Economy and Tk. 27,000 to Regular. 

You are required to present the proposal in financial terms giving clearly the following information: 

(a)  Number of units to be sold of Economy and Regular to break-even as well as the total 
number of units of Economy and Regular to be sold during the year. 

(b)  Reduction in fixed expenses product-wise that is envisaged by the Cost Reduction Program.     

[Marks: (5+15) = 20] 

Q. No. 3 

Cassidy Toys make “Slinkos,” a plastic, battery-operated toy. The Standard material labor, and 
overhead costs are as follows:  

Direct Material: 8 ounces @ $0.40 per ounce (or $ 6.40 per pound) $ 3.20 

Direct Labor: 6 minutes @ $6.60 per hour  .66 

Variable overhead: 10 minutes of machine time @ $12.00 per hour  2.00 

Fixed overhead: 10 minutes of machine time @ $18.00 per hour  3.00 

The overhead application rates were developed using a practical capacity of 360.000 

Units per year. Production is assumed to occur evenly throughout the year.  

During May 1996, the company produced 31, 500 toys. Actual data for May 1996 are as 
follows:  

Direct material purchased: 16,200 pounds @ $7.36 per pound  

Direct material used: 15,790 pounds (all from May’s purchases) 

Total labor cost: $20,587.50 for 3,050 hours 

Variable overhead incurred: $61,880 for 5,200 hours of machine time  

Fixed overhead incurred: $93,080 for 5,200 hours of machine time.  

Required:  

Calculate the followings:  

(a)  Material price variance based on purchases  

(b)  Material quantity variance  

(c)  Labor rate variance  

(d)  Labor efficiency variance 

(e)  Variable overhead spending and efficiency variances  

(f)  Fixed overhead spending and volume variances 
[Marks: 15] 
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PROFESSIONAL LEVEL-III 
SUBJECT: 302. ADVANCED COST ACCOUNTING 
 

Q. No. 4 

Dou Drive manufactures a wide variety of parts for the recreational boating, including a gear and 
driveshaft component for high powered out broad boat engines. The component is purchased by 
OEM (Original Equipment Manufacturer) such as Murcury and Honda for use in large more 
powerful out boards. The unit sell for Tk. 510 and sales volume average 25,000 units per year. 
Recently DOU DRIVE’s major competitor reduced the price of it’s equipment part to Tk. 450. The 
market is very competitive, and Dou Drive realizes it must meet the new price or lose significant 
market share. The Controller as assembled these cost and usage data for the most recent year of 
Dou Drive’s production of 25,000 units; 

Cost Item Standard Cost Actual Quantity Actual Cost 

Materials Tk. 51,25,000  Tk. 55,00,000 
Direct Labor Tk. 17,50,000  Tk. 16,70,000 
Indirect Labor Tk. 25,00,000  Tk. 23,59,000 

Inspection (hours and cost) 200 Tk. 3,50,000 
Material Handling (Nos., Purchase & Cost) 56,000 Tk. 2,45,000 
Machine set-up (Nos. & Cost) 3,500 Tk. 9,80,000 
Return & rework (Nos. & Cost) 500 Tk. 65,000 
Total:   Tk. 1,11,69,000 
 

Required: 
(1)  Calculate the Target Cost for manufacturing the products and maintain the share and 

profitability. 

(2)  Can the Target Cost be achieved? How? 
[Marks: (12+8) = 20] 

Q. No. 5 

(a)  Write a critical note on the importance of ‘Work Study’ in establishing labor standards.  

(b)  ABC Machining applies standard costing as a tradition to keep operations within control. The 
standard cost card used by ABC and other relevant information are given below: 

Standard Cost Card 

Elements of Costs Standards Amount (Tk.) 

Material 2 kgs at Tk. 2 per kg 4 
Labor 3 hours at Tk. 5 per hour 15 
Variable Overhead 3 hours at Tk. 1 per hour 3 
Fixed Overhead    1 
Standard cost of sales  23 
Profit per unit    7 
Sales price  30 

 

Additional Information: 

Budgeted profit : Tk. 70,000 
Sales volume variance (A) :      Tk. 700 
Sales price variance (F) : Tk. 49,500 

 

Cost Variances (in Tk.): 

Elements of Costs Types of Variances Favorable (F) Adverse (A) 

Materials Price  25,050 
 Usage  60,400 
Labor Rate  6,640 
 Idle Time  1,000 
 Efficiency  15,750 
Variable Overhead Total 7,850  
Fixed Overhead Expenditure  5,000 
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Q. No. 5 (cont’d...) 
 

Actual Information: 

Actual Labor Paid = 33,200 hours × Tk. 5.20 

Actual Material Purchased = 50,000 kgs 

Actual Fixed Overhead = Tk. 15,000 

Required:  

Based on the above data, calculate the followings – 

(a)  Actual units produced 

(b)  Actual price/kg of material 

(c)  Budgeted units produced 

(d)  Actual units sold 

(e)  Actual profit 
 

 [Marks: (5+15) = 20] 
 
 

= THE END = 


