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Q1. AutoPro Electronics, a leading automotive electronics manufacturer, is preparing to launch an advanced infotainment system targeted at mid-range vehicles. Initial market analysis indicates customers are unwilling to pay above $600 per unit. However, the initial design and supplier quotes set the projected unit cost above $700, making the product unprofitable. To address this, a cross-functional team is formed to implement target costing. They conduct value engineering workshops, partner with suppliers for bulk discounts, and redesign features to meet the $500 unit cost target while maintaining core product quality.Apply the principles and steps of target costing to this scenario, detailing how the team should engage in continuous monitoring, supplier negotiations, and functional analysis to achieve the required cost reduction. What strategies would you recommend for the team to control costs while ensuring product competitiveness and customer value? (10 Marks)
Ans 1.
Introduction 
In highly competitive technology-driven markets, product success depends not only on innovation but also on the ability to deliver value at a price customers are willing to pay. For AutoPro Electronics, the launch of an advanced infotainment system presents both an opportunity and a financial challenge. Market research has clearly defined the acceptable customer price ceiling, while initial cost estimates exceed profitable limits. Target costing provides a strategic solution by reversing the traditional pricing logic and designing the product around allowable cost constraints. This approach integrates marketing insights, engineering expertise, procurement 
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Q2. A multinational infrastructure company is considering a new renewable energy asset with a lengthy operational life span. The firm's finance team is tasked with creating a comprehensive Life Cycle Costing (LCC) analysis, factoring in not just the initial procurement and installation costs, but also inflationary trends in operating expenses, periodic maintenance, future regulatory changes (risk costs), and expected residual costs related to decommissioning and recycling. Feedback from technical, legal, and operations teams reveals competing priorities: the engineering department wants premium materials to reduce maintenance, while finance favors more economical choices to lower upfront expenditures. The CFO is concerned about potential blind spots in the costing overlooked due to siloed perspectives.Critically evaluate how conflicting departmental priorities in the scenario may compromise the accuracy and effectiveness of the LCC analysis. What strategies should the company use to resolve these dilemmas, ensuring that every LCC component (initial, operating, maintenance, risk, and residual costs) is transparently and optimally accounted for through effective cross-functional collaboration? (10 Marks)
Ans 2.
Introduction 
Life Cycle Costing has become a critical decision-making tool for infrastructure investments, especially in renewable energy projects where assets operate over long horizons and are exposed to regulatory, technological, and market uncertainties. In such projects, focusing only on initial capital expenditure can create misleading conclusions about true project profitability. The scenario of the multinational infrastructure company highlights a common organizational challenge: departments often view costs through narrow functional lenses. Engineering prioritizes durability and performance, finance emphasizes cost containment, while legal and operations focus on compliance and execution risks. These conflicting priorities can distort cost estimates and weaken strategic decisions. A robust LCC framework requires holistic thinking, transparency, and strong 


Q3(A). A manufacturing entity produces three products—X, Y, and Z—that share production resources and capacity constraints. The relevant data for a month are as follows: Total available production hours for the month are limited to 4,000. Each unit of X, Y, and Z requires 1, 2, and 1 production hour(s) respectively. Fixed costs are Rs.3,50,000 per month. (a) Formulate a plan to maximize profit using Cost Volume Profit Analysis principles, clearly showing the optimal product mix considering the production constraint, and (b) calculate the break-even point in composite units under this optimal mix. Product Data: [Product: X, Sales Price per Unit (Rs.): 400, Variable Cost per Unit (Rs.): 250, Maximum Demand (Units): 2000]; [Product: Y, Sales Price per Unit (Rs.): 500, Variable Cost per Unit (Rs.): 310, Maximum Demand (Units): 1500]; [Product: Z, Sales Price per Unit (Rs.): 350, Variable Cost per Unit (Rs.): 200, Maximum Demand (Units): 3000]. (5 Marks)
Ans 3a.
Introduction 
When a manufacturing firm operates under capacity constraints, profit maximization cannot rely only on total sales volume. Instead, management must decide how to allocate limited resources in the most efficient manner. Cost–Volume–Profit analysis provides a structured framework for such decisions by focusing on contribution behavior and break-even planning. In the case of products X, Y, and Z, production hours act as a critical limiting factor. Therefore, the objective is to design an optimal product mix that maximizes overall contribution while ensuring that fixed costs are 

Q3(B). A manufacturing firm that produces multiple joint products from a single production process faces the recurring challenge of deciding whether to sell products at the split- off point or invest further for additional processing. The management notes incremental revenue and cost patterns are shifting due to technological innovation, and wants a forward-thinking method to optimise profit from these joint product decisions—while factoring in both quantitative and strategic qualitative concerns.Devise a decision-making model for the manufacturing firm to innovatively address the 'sell now or process further' dilemma for joint products. Your model should synthesise incremental analysis, forecast market shifts, and incorporate strategic objectives such as brand growth or customer retention, ensuring sustained competitive profitability. (5 Marks)
Ans 3b.
Introduction 
Joint product decisions present a complex challenge for manufacturing firms because costs incurred before the split-off point are common and irreversible. The real decision begins after split-off, where management must choose between immediate sale and further processing. With technological innovation altering cost structures and market dynamics, relying only on traditional accounting approaches may no longer be sufficient. A forward-looking decision model is therefore required to 

