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Practical Problems: Exercise ov\ Ttk Probuci— £ By Rrebuct

I.  One tonne of raw matenal put into a common process yield four jomt prodects P, Q, R and S,
their weight being 63 kgs., 117 kgs, 180 kgs. and 540 kgs. respectively  The balance in weight is
considered as normal wastage.
Based on the total processing cost of T 20,000 per tonne of raw material mput, you are required
to apportion the joint cost to products P, Q, R and §. JCS (Final) — Adapted]
Ans. Apportionment of joint cost (on the basis of output) P- E1.400 (- £2.600 . R- 4,000 ;
S- T12.000 ;. Total input - 1. 000 kgs

2. ABC Lud. produces three products, X, Y and Z The products are processed further. Pre-
separation costs are apportioned on the basis of weight of output of cach jomt product.
The following data are provided for month just concluded:

Cost incurred up to separation point T 10,000
Product X Product Y ProductZ

Output (in litres) 100 70 80
L4 L4 L4
Cost incurred after separation point 2,000 1,200 800
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Selling price per litre:

After further processing 50 80 60

At pre-separation point (estimated) 25 70 45

You are required to:

(i) Prepare a statement showing profit or loss made by each product using the present method

of apportionment of pre-separation cost.
(ii) Advise the managemeni whether, on purely financial consideration, the products are to be
processed further. [CMA (Inter)]
Ans.: (i) Profit : X — (T 1,000), Y - #1600, Z— T 800; (ii) Product X & Z should be further
processed and Product Y should be sold at the point of separation. Profit at the point of separa-
aion : X— T3500, Y- (T500), Z—- T400.
During the month of April, 2005, 10,000 litres of product X and 12,000 litres of product Y were

manufactured jointly by incurring following costs :

<
Direct materials 26,000
Direct labour 10,000
Variable overheads 8,000
Fixed overheads 22,000

Sales value:

X - 10,000 litres @ < 5.20 per litre

Y- 12,000 litres @ 3.00 per litre y

(i) i\lk’maié"the-{joiqt cost to préducts' X and Y under following three alternative methods :
(a) On the basis of quantity produced and sold;

(b) On the basis of sales value; _
() Variable costs on the basis of quantity produced and fixed costs on the basis of

' contribution.

(ii) Also determine the profit margin for product X and product Y under the above three methods.
‘ [CS (Final) — Adapted] *

Ans.: (i) (@) X- €30,000, Y - ¥ 36,000; () X - ¥39,000, Y - ¥27,000; (c) X - ¥ 36,000, y-¢

30,000. (i) As a % on sales : (a) X - 42.30%, Y-Nil; (b) X-25%, Y-25%; (c) X-30.77%, Y-16.67%. -

In manufacturing the main product A, a company processes the resulting waste material into two

by-products M1, and M2. Using the method of working back from sales value to estimated cost,

you are required to prepare a comparative profit and loss statement of the three products from the

following data:

(i) Total cost up to separation point was I 1,36,000.

A Ml M2
S 4 -4
(ii) Sales (all production) 3,28,000 32,000 48,000
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(iii)  Cost after separation 9,600
; ‘ s A 14,400
(iv) Estimated net profit as a % of sales value — 20% 30%
o : o o
(v) Estimated selling expenses as a % of sales value 20% 20% 20%
JCMA (Inter) — Adapted]
Ans. P ' A- ’
’ ’fo- A- T 1,45,600, M1 - ¥ 6,400, M2 - T 14,400, Total ¥ 1,66,400; % of profit on sales :
-44.40%, M1 - 20%, M2- 30%, Total - 40.80% |
A 15 raged | i i
. fac:)r;ry is cng,zq:cd !n the production of a chemical BOMEX and in course of its manufacture, a
y-product BI’{U(-II. is produced, which after further processing has a commercial value. For the
month of April, 2013, the following are the summarised cost data ©
Joint Expenses  Separate Expenscs

? BOMEX BRUCIL
No. of units produced 2,000 2,000
4 T

Materials 1.00,000 6.000 4,000
Labour 50,000 20,000 18,000
Overheads 30,000 10,000 6,000
Selling price per unit 98 34
4

Estimated profit per unit on sale of BRUCIL
ting for by-products whereby the sales value of

The factory uses reverse cost method of accoun
fit, post separation costs and selling & distribu-

by-products after deduction of the estimated pro

tion expenses relating to the by- products is credited to joint process cost account.

You are required to preparc statements showing:—

(i) The joint cost allocable to Bomex and Brucil.
ility of the factory for April, 2013.

JCA (Inter)— Adapted]
¥ 1.48.000, Brucil - € 32,000: (ii) Profit : Bomex -

(i) The product-wise and overall profitab

Ans. (i) Share of joint cost . Bomex ~
712.000, Brucil = ¥8,000. Overall - 20,000,

B. Ltd. manufactures product A which vields two by
expenses of manufacture for a period were 7 8.000. It was estimated that the profits 0

product as a o4 of sales would be 30% , 25%, and 15%, respectively. Subsequent eXpenses were:

A B C

-products B and C. The actual joint
n each

3 I ¢
Materials 100 75 25
Direct wages 200 125 50
Overheads 150 125 ‘/25_

450 3
T6.000 4,000 2.500

Sales value
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Prepare a statement showing the apportionment of joint expenses of manufacture over the differ-
ent products. Also presume that selling expenses are apportioned over the products as a % on
sales. [Deiki Univ. B.Com.(Hons. }—Adapeed]
Ans. Total selling expenses; ¥ 400, Apportioned selling expenses (in the ratio of sales): A- ¢
192, B-? 128, C-Z 80, Apportioned joint cost. A- €3.558 8-2.547, C-T1.895 -
Jahanara 1.1d. produces 2,00,000, 30.000 25,000, 20,000 and 75,000 units of its five products A,
B, C, 1D and E respectively in 2 manufacturing process and sells them at T 17, T 13, T8, T 10 and
? 14 per unit respectively. Except product D, remaining products can be further processed and
then can be sold at 2 25,2 17. 2 12 and T 20 per unit in case of A, B, C and E respectively.
Raw material costs 7 35,90,000 and other manufacturing expenses cost T 5,47,000 in the manu-
facturing process which arc absorbed on the basis of their net realisable value. The further proc-
essing costs of A, B, C and E are T 12,50,000, T 1,50,000, T 50,000 and T 1.50,000 respectively.
Fixed costs are T 4,73,000.
You are required to prepare the following in respect of the coming year:
(a) Statement showing income forecast of the company assuming that nonc of its products are
1o be further processed.
(b) Statement showing income forecast of the company assuming that products A, B, Cand E ‘ﬁ
are to be processed further.

Can you suggest any other production plan whereby the company can maximise its profits. If
yes, then submit a statement showing income forecast arising out of adoption of that plan.

JCA (Inter) — Adapted|
Ans. Apportionment of joint cost : A- 2625000 B- £2.52.000 C- £1.75.000 D - £1.40,000,
[- T 9.45.000. (a) ¥ 6.,30.000; (b) T 13.00.000 Suggested plan: To sell B & D at the point of
split-off and A, C & Eto process further; Then profit € 13,30,000
A company processes a raw material in its Department 1 to produce three products, viz. A, B and
X at the same split-off stage. During a period, 1,80.000 kg. of raw materials were processed in
Department | at a total cost of T 12,88,000 and the resultant output of A, B and X were 18,000
kg., 10,000 kg. and 54,000 kg. respectively. A and B were further processed in Depanment 2 ata
total cost of T 1,80,000 and T 1,50,000 respectively. X was further processed in Department 3 at
a cost of T 1,08,000. There is no waste in further processing. The details of sales effected during

the period were as under:

A B p &
Quantity sold (kg.) 17,000 5,000 44000
Sales value () 12.24,000 2,530,000 7.92,000

There were no opening stocks. If these products were sold at split-off stage, the selling prices of

A, B and X would have been T 50, 40 and T 10 per kg. respectively. ‘

Required:

(i) Prepare a statement showing the apportionment of joint costs 10 A, B and X.

(ii) Present a statement showing the cost per kg. of each product indicating joint cost, further
processing cost and total cost separately.

(iii) Prepare a statcment showing the product-wise and total profit for the period.
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(iv) State with supporting calculations as to whether any or all the products should be further
processed or not. JCA (Inter) — Adapted]

Ans. (i) Apportioned joint cost (on the basis of sales value): A-¥ 6,30,000, B - ¥ 2,80,000, X- ¥

3.78.000. (ii) Total cost per kg = A - €45, B - T43, C- &9 (iii) Profit: A - T4,59,000, B - T 35,000,

C - T3.96,000. (iv) B should not be processed further, but A & X should be processed further.

Roja Ltd. in the course of refining crude oil obtains four Joint products A, B, C and D. The total

cost till the split-off point was T 97,600. The output and sales in the year 1990 were as follows :

Output Sales Separate costs
Product .
(Gallons) (T) (T)
A 5.00,000 1,15,000 30,000
B 10,000 10,000 6,000
C 5,000 4,000 -
D 9,000 30,000 1,000

You are required to:

(i) Calculate the net income for cach of the products if the joint costs are apportioned on the
basis of sales value of the different products.

(i) What would be the net income of the company from each product if it decides to sell the
products at the split-off point itself @ A-15 paise, B-50 paise, C- 80 paise and D - T 3 per
gallon?

(iii) In case the company expects to operate at the same level of production and sales in the year
1991, could the company increase the net income by altering its processing decisions? If so,
what would be the expected overall net income? Which product should be processed further
and which would be sold at split-off? Assume that all costs incurred after the split-off are
variable. [CS (Inter) — Adapted|

Ans.: (i) A - T17,000, B- T800. C- <800, D - 73,800, (i) A-¥9,054, B-T603, C- 7483, D -

&3.260: (iii) B & C should be sold at split-off and A & D should be processed further.

L Ve Lhhnnina
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