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Material Cost

1. HBL Limifed produces product M* which has a quarterly demand of 20,000 units. Fach
product requires 3 kg. and 4 kg. of maferial X and Y respectively. Material X is supplied by
alcca!&uppﬁeraadcmbepmcuredaﬁachry stores at any ime, hence, no need b keep
imentory for malenial X. Thematerial Yis not locally awailable, it requires ko be purchased
from ofher stales in a specially designed truck container with a capacilyof {0 fons.

The cost and other informalion related with the malerials are as bllows:

Purchase price per kg. (excluding GST) T640.
Rale of GST 18%
Freight per frip (fixed, imespective of quantiy) - 728,000
Loss of malerials in iransit* 7 - 2%
Loss in process® ' 4% 5%
On purchased guanity
Other information.

- The companyhas fo pay 15% p.a. o bank for cash credit facility

- Input creditis awilable on GST paid on materials.

Required:

() CALCULATE costperkg. of material X and Y

(1)  GALCULATE the Economic Ordor quantiy for both the materials.
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Note - Input crodk on GST paid fs avalabls; hence, & wl not be ickided T cost of matorid.
(i} Calculation of cost per kg. of material X and Y:

Purchase quanity 250000 kg | 344085 kg.
Rale per kg. 2140 7640
Purchase price 350,00,000 | 2220214400
Add: Freght & 15,86,000*
Total cost 35000000 | 7221194400
Net Quandily 240000 kg | 320,000 kg
Cost per kg. 714583 769123
*No. of trucks = 344085k - 34 40 trucks or 35 frucks
0tonx1,000

Therefore, lotal freight = 35 trucks * 28,000 = ¥9,80,000

£0Q - IZxAnma! Re quirement xOrder cost
Camryingcostperunitpa.
Annual Regquirement 250,000 kg. 344085 kg.
Ordenng cost 0 28,000
Cost per unit 114583 69123
Carrying cost 16% 15%
Carrying cost per unit pa. a" 210368
ECQ 01 1383262 kg
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Emp!oyee (Labour)Cost

2

AV P I mmﬁc&mapm&mtwh&chteqmmsskxﬁandprecm n work b get
" qualily producis. The companyhas been experiencing high labour cost due fo slow speed
of work. The management of fhe company wans fo reduce the labour cost but without
compromising with e qualily of work & wanls b intoduce a bonus scheme but is
mﬁﬁereﬂtmghﬂaiseyandRmnschemecfhmm

* For thhe monfh of November 2019, ﬁmcompanybudgeédﬁ:r%%ﬂ hours of work. The

wimsaepazd?%perhour

 Required:

Z

N oot A .

0] CALCULATE and wgge‘at' the bonus scheme where the ime iaken (in %) b fme
affowed b cmp%eie&ewetks 8 (s) 100% (b) 75% (c) 50% & (d) 25% of budgeled
hours. '

The C«t of hbourunderﬁw honas schamea are tabumed as below

3 : '19,%.&10
24,960] 18,720] 497,800 2,496001 374400] 17 4zszs,72,cooL ”ﬂﬁm‘”l

24980] 124%0] 9,98400] 499200] 499200] 14.97.600] 14.97.600] 120.00] 12000]
24960|  6240] 499200| 748800 374400] 12480000 872500 200.00] 140,00

7‘Bomsmdeﬂmseym = 50% of {Time ABowed - TmTakn)XRabperhow‘

e

* Bonus wder Rowan Pian = Jmm meMxMeper_m
ime allowed

Rowan scheme of bonus keeps checkson speed of work as the rafe of incenfive increases
only uplo 50% of ime faken fo ime aflowed but the rafe decreases as the fime taken o
me a&owed comes beiow 5{1% it pmwies menﬁm ﬁx eﬂiczent workers for saxmg in

managemeni qf N}V P\t Lid wou!d resoive issue of the sk}w speed work whzle
-maintaining the : the kil and prec;smn required maintaining the quality of product




) pﬁe “’c»:ang Method
/ 3. PU‘{LH mmmamgepmductandrecmershemmdsbyadopﬁngamg!e

blanket rafe based on machine hours. The budgeted production overheads of the faclory
forfhe FYZB‘!S-ZGare ¥50,40,000 and budgeted machine hours are 6,000.

Forapemddi:st sx monﬁsofﬁse financial year 2019-20, following information were
'ea&acbdhmixeboalw

.{ecmmemm - ¥34,08,000

Pmaaspesmxfsm 450,000
@maes ufpreums year booked in curent year 21,00,000
?aﬂ 0 m;kem for shike period under an award T4 70000
Obsoleie shores wiillen off ' {36000

'immmm&hd&wmmmmmsxmommaaum@

1,10,000 units

s {;’aﬂ% complebme\ery respec) 80,000 units

'me E 90,000 units

‘ “Theacha!machmhmmmked during the period wers 3,000 hours. Itis revealed from
. the analis of informafion that 40% of the overlunder-absorption was due fo defectiwe
' pmcimpoﬁcmmdMMcewasa&&uwe to increase in costs.

 You'ars requi

mount of over! under absorpion of production overheads for e

@ B show the accounting freatment of over/ under-absorplion of production owerheads,
anﬁ .

(i} o apportion the owerf under-absorbed owerheads over the items.
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SMP Pt Lid. manufachures three
owerheads are charged fo produc
month of Seplember 2013, using

e € B e e

products using fires different m

achines. Al present the
8 using labour hours. The followi

ng statement for the

the absorplion costing method has heen prepared:

Production unils : 30,000
Malerial costperunit (2} 350 - 460 410
Wages per unit@ 780 per 240 400 560
hour

Owerhead cost perunit (3) 240 400 560
Tolal costperunit (7) 436 1.260 1530
Selfing price () 1,037 50 1575 191250

The bilowing addifional information is awilable relafing fo owrhead cost drivers.

a

4,800

Actual production and budgeted production for the month is same. Workers are paid at
standard rale. Out of bial overhead costs, 30% related fo machine set-ups, 30% relaled
to cusiomer order processing and cusibomer complaint management, while the balance
proportion related fo malsrial ordering.

Required:

() COMPUTEowerhead cost per unit using activity based cosling mathod.

(i} DETERMINE the selling price of each product based on activify-based cosling wilh
the same profit mark-up on cost I

N%Qﬂ) MMRWLA‘OF |

ONBRAESAX
ooy NI g,

o 45000 K 2a0 = \0§0OTOL
>\: S2800 ¢ 400 =~ 210 o 008D
= 2O % S6o = |8UDNTD

a 4-FE SOTSL

,-w[*n&l,

J 4

(0 1

MACGHINE ) QUSTOMEZ (3 MARN EERsstisEy

SFrve OLDE  OMAnCERRRETR
X AeEonosn AN soose Y 4Eaeat
: = [4$§6000 = |9« 400t

— ('4_,5:8030'5'0




No of Se+yp
_Setup. (4o o ~+4-0%)
= &80 ] -

@) Qlsrongl Noo - co.snwyf s sooso )
O, (@oo-tgoobz)\ T 2as0 )/

(2 mengife_ ND-OF mﬁé /lag cwm-o\
OLBERINY d‘mo{— 2100 + 4200 \%ooo

o0 /B0

Aenvity  WuoDte - QoSO R QQS'\’M
CXED —{u
PR O £oip i
WMAGHNE Y 4-0 K 294300—ase=  2(+60
R <X iV ~ 6o K 2F00~SIS= 404
) | = 490 X 29380 00N 324 -00
2 QST NOOECUSNME& B
OR[N R QOUTS —&EEe . A
N) A 00 R su‘?r—-gswesm-qzsq
(=) 200 X &7 ¢l 200t = 2943
_(® Aerfe  No of oy
O(LDF{JW X 000 dme X 2920+ Fssot @:BEDSQ—
N 2200 BRp ¢ 2920~ S0 = 2003
= 400 BW x 2030 =SOSR g@ame |




st _cost | \Fomg
) ]

wr NG NOOFQLNP [Hsse ST
setup Go+lentaoy) \ &  /
= &%50 _ = X430
&) Qlcronel Noo F-CUSQMF@/ dsgooso |
Ok, ..@oor&-gaofﬁz@\ 2aso /|
= 2q00 = &O7S ' l
(@) mPrpife_ ND-OF m»sé /7 1a% cwm-o\
ey (600t 2w0+4000) N 8000
o = 8390 . = 2430
NO(e
S 50 /PQ_ " B
TBenaty Plosgs | Qe SN % oA . oot
(XD Loe —fwopuud = P
NO OB Cpidp |
(WMAGHINE "R 4-0 R 24300gstex 2|60
 egunp ~ 6o Y  D2QR00-SISP= 404
| - 400 s Q_CFSW —R0M 34 -00
NOQPCUSNME@ | |
qo0 R Co7s @@t 4
) QWO R G875 - g3 5a%0° 257
(=) 200 X E&R7F ——¢ otto > 293
(3 _hpeRpfe  No OF Pordsfy
OIDFUNY % 1000 dae K. 2920 4Sm°o~ mmsq.
| N 2200 BB ¢ 2920~ TR0 = B0 lo|42
> 4000 B> v 2420 SO0 o




NGRS SFE BT

ity

0

()
) i)

(i)

5. DFG L4 manufachires loather bags

| ‘ I . . for office and school

u ; ' information is refaled with the production of leather bags for the m
’ {i) Leaﬂ:erahee&andcoﬁunclo&smmemainin

per bag is two melers of leathar sheels and
lealher sheets and 1000 meler of cotion clot

215,000 respectively. Freight paid on purchases is 6,500, '

Stiching and finishing need 2,000 man hours at 80 per hour.
Other direct cost of T10 per labour hour is incumad.

DFG has 4 machines at a tolal cost of ¥22,00,000. Machine has a life of 10 yeérs
with a scrape salue of 10% of the oniginal cost Depreciakion is charged on shaight
The monthly cost of administrative and sales office staffs are T45000 and 72,000
respechwly DFG pays 1,220,000 per month as rent for a 2400 sqleet fachory
premises. The adminisirative and sales office occupies 240 sq. feet and 200 sq. feet
respachely of faclory space.

Freight paid on delvery of fnished bags is 18,000

During the month 35 kg of leather and colion cullings are sold al ¥150 per kg,

There is no opening and closing slocks for input maleniala. Thersis 100 bags in stock
at the end of the month.

Reguired:
4 7 ) PREPARE a cost sheet following functional classificafion for the month of Seplember 2018.

5. No.of bags manufaclured = 1,000 units
Cost sheet for the month of September 2018

pumpose. The following
onth of Seplember 2019
puts, and the estimaled requirement
meler of colton cloth. 2,000 metar of
cloths are purchased at ¥3.20,000 and

Tofaclory building {(£1,20,000 + 2400 sq feet) ¥ 1,960 sq. feef} = 96,000
Toadminisiraive office {(T1.20,000 = 2400 sqeel) * 240 sq. feef} = ¥12,000

| Tosale office {(?1.20,000 - 2400 sq feet) * 200 5q. feel} = ¥10,000

. Direct matenials consumed:
: - Leather sheels ~ 3200000 32000
a - Cofion cioths 15,000 1500
- Add: Freight paid on purchase 8,500 850
B 2. | Directwages (T80 % 2,000 hours) 1,60,000 16000
B 3. | Direct expenses (310 % 2 000 houwrs) 20000 2000
4 Prime Cost 523500 5§93 50
B 5. | Factory Owerheads: Depreciation on machines 16,500 16.50
. {{T22.00,000%90%)=120 months}
Apporiion costof factory rent 88,000 9800
- 6._| Works/ Factory Cost 638,000] 63800
- 7. | Less: Realisablevalue of culiings {(T150x35 kg } {5,250} {525}
_ 8. | Costof Production 6,32.750 83275
g | Add: Openingsiockol bags g
a 10. | Less: Closingslockof bags (100bags * ¥632.75) {63,275}
- 11. | Costof Goods Sold 569475 63275
B 12. | Add: Adminisirative Owerheads:
- Staff salary : 45000 4500
T - Apporioned rentfor adminiskrafive office 12000 1200
- 13. | Add: Selling and Distribution Overheads B
- Siaff salary 72,000 80.00
n | - pportionedrent for salesofice 10000] 1144
- - Freightpaid on deliveryof bags 18,000 20.00
14. | Costof Sales (18415420} 726475 80086
Apportionmentof Factory rent




Cost Accounting Systems

6. As of 30% Seplember, 2019, the following balances exisled in 2 firm's cost ledger, which
is maintained separately on a doubls enlry basis:

Siores Ledger Control Alc 15,00,000 ~
Work-in-progress Conbol Alc 7,50 060 -
Finished Goods Control Alc 1250,000 -
Manufacturing Overhead Control Alc - 75,000
Cost Ledger Control Alc - 34,25,000
] 35,00,000 35,00,000

During the next quarier, the following items arose:

Finished Product {at cosl} 14,25000

Manufacluring overhead incurred 425 000

Raw material purchased 6,25,000

Faclory wages 200,000

indirect labour : 1,00,000
Cost of sales ' 875,000
Materials issued fo production 675000
Sales refumed {at cosl) 45000
Matenals relumed bo suppliers 65,000
Manufaclunng owerhead charged b production : 425000

Required:

PREPARE the Cost Ledger Control Alc, Stores Ledger Control A, Work-in-progress
Control Aic, Finished Stock Ledger Conrol Alc, Manufacturing Overhead Conlral Alc,
Wages Contml A, Costof Sales Alc and the Tnal Balance at the end of the quarler.




Opening Balance

To _Balance cid | 4710000|By Siore ledger conirol Al 6,25 000

By  Manufacturing
. _Owrhead Conirol Ac | 425000
By  Wages Confrol At 3,00,000
47,75 000 47,75 ,000

Stores Ledger ConuolAccoupt
Dr

To Opening Balance, 1500000 | By WIP Control Alc 6,75,000
To Costledger control Ac |  6,25,000 By Cost ledger confrol 65,000
Ac (Returns)
By Balancecld 1385000
21,25 D00 2125000
VAP Control Account

-

To Opemhg Balance

et

750000
To Wages Control A 200000 | By Balance cid §,25,000
To Siores Ledger Confrol | 675000
- Ak
To Manufacturing 4,25000
Owerhead Conirol Al
2050000 2650 000
Finished Stock Ledger Control Account
Br

Cr.

To Opening Balance 1250000 | By Costof Sales 875,000
To WP Control Ac 1125000 | By Balance c/d 15,45,000
To Cost of Sales #c (Sales 45000
Retum)
2420000 24.20,000




Manufacturing Overhsad Control Account

To CostLedger Conlrol Ac 425000 | By Opening Balance 75000
To Wages Conbol Alc 100000 | By WIP Conbrol Ac 425000
By |Under recowry 250060
cid
525,000 5,25000
Wages Confrol Account

To Transfer v CostLedger | 3000001 By WP Confrol A 200000
Conirol Alc
Manufachinng 4,00,000
Owrhead Confrol Nc_
300,000 350000
' Costof Sales Account

To Finished Stock Ledger | 875000 | By  Finished Block Ledger 485000
Confrol Al Confrol Ac  {Sales
seturn)
By Halancecld 8,30,000
875000 8,75 000
TrislBalance

Stores Ledger Conrol Alc 13,85,000
WIP Confrol Alc 9,25,000
Finished Siock Ledger Confrol Alc 15.45,000
Manuiachiring Overhead Control Alc 25,000
| Costof Sales Ac 830000
Cost ledger conlrol Ac T a710000] )
4710000 47.10,000




Confract Costing

7. GV 1 commenced a conbact on Aprl 1, 2018. The folal condract was for
€ 1,0850,000. ¥ was decided o esimate the lolal profit and to lake b the craditof Cosling
P & Ak the proporiion of estimated profit on cash basis which work completed bear b
the Iofal conract Aclual expenditure in 2018-19and estimated expenditure in 2019-20 are
given below: -

Malenial issued 18,24 000 3256000
Labour :Paid 1220000 1520000
. - Oulslanding at end 96,000 150000
Piant purchased 900000 -
Expenses - Paid 400800 706000
- Ouistanding at the end - C 100000

 Prepaid at the end 90,000 -

Plant reirmed lo slores (a historical siores) 300000 6,06000
{on Sep. 30, 2019}

Malenal ataile 120000 300 p00
Work-in progress cerified 51,00,000 Fuill
Warlin-progress uncerlified 1,60,000 e
Cash recehad 4000 000 Full

The plant is subject o annual depreciaion @ 20% of WOV cost. The confract is likely o
be completed on Seplember 30, 2019.

Reguired:

——

e e

() PREPARE the Contract A for the year 2018-19.




GVL Ltd.
Contract Alc

{April 1, 2018 to March 21, 2019}

{April 1, 2018 to September 30, 2019}

ToMalenals lssued 18,24 000 | By Plant retumed fo Stores 2460080
' {Working Noke 1)
Tolabour 12,20,000 By Matarials at Sile 1,206,000
Add: Oulslanding 86000 | 1316000 | By WIP.
ToPlant Purchased 9,00,000 Cerlified 5100000
ToExpenses 400,000 Uncertified _ 160000 £2 60,000
Less: Prepaid 80000 | 310000 { By Plant at Site
{Wbrking Noi 2) 480000
ToNolional Profit 17 50000 i
6100000 61,60,000
GW Lid.
Contract Alc

{For Computing estimated profit
ToMalorials lssued 50,80,000 | By Material at Sie 300,000
(T 1824000 +%32,56,000)
Tolabour Cost 28,90,000 | By Plani relumed o Slores 240000
(T1220000 + To6000 + on 31032019,
£14,24,000° + ¥1,50,000)
ToPlant purchased $,00.000 | By Plant refumed fo Slores 432000
o 30.09.2019 (Working Note
3
ToExpenses 12,080,000 | By Contracies Ao 1,08,50,000
{T310000 + ¥790000 +
¥1,00,000;
Tokstimated profit 1752000
1,18.22 GO0 1,18,22 600

Working Notes

* Labour paid ;v 2018-20: 15.20,000 — 796000 = $14.24 000

Value of the Plant returned to Stores on 31.03.2018
Hislorical Cost of the Plant retumed
Less: Depreciation @ 20% of WDV for one year

2. Value of Plant at Site 31.03.2619
Historical Cost of Plant at Site (£9,00,000 - £3,00,000)
Less: Depreciation @ 20% on WOV for one year

3. Value of Plant returnedto Stores on 30.09 2019
Value of Plant (WDV} on 31.32018
Less: Depreciation @ 20% of WDV for a period of 6 months

Total expenses paid

S

1 4. Expenses Paid forthe year 204849 —

Less: Pre-paid at the end




Batch Costing

8. BTLLLP. manufachures glass boties for HDL Lid,, a pharmaceutical company, whichis in
BT canproduce 2,00 000 botiles in a month. Set-up costof each production runis ¥ 5,200
and the costof holding one botfle for a year is € 1.50.
A8 per an eslimale HOL Lid. can order as much as 19,00,000 boltles in a year spreading
evanly firoughout the year.
A present the BTL manufaclures 1,60,000 botiies in a baich.
Required: '
() COMPUTEthe Economic Balch Quantity for bottie production.
(i) COMPUTE the annual cost saving fo BTL by adopting the EBQ of a produckion.

8. Economic Balch Quaniity (EBQ) = J@;

Where, D = Annual demandfor the product
§ = Seffing up cost per balch
C = Carying cost per unil of produciion
iy Computationof FRQ :
= [2x18,00,000=€5 200
¥ 815
= 1,414,775 bollles
{ii} Computationof savings incost by adopting EBQ:

W

- 160,000 62400 120000
_bolfles “__1? | (%5200 x12) | (215 x % x 1,60,000) 182400
1,414,775 88400 8608125
1 s A N
bottles ey 1) | @isxmxiiazs | 448125
e _ Saving 791875

.
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Job Cosﬁ;{g

9. Ispat Engineers Limiled (IEL) underlook a plant manufacturing work for a client It will
chargea profit markup of 20% on the full cost of the jobs. The foliowing are the information

related b the job:
Direct malerials ulilised ~ 1,87,00,000

Direct labour ufilised — 2 400 hours at T80 per hour
Budgeled production overheads ars Rs. 48,00,000 for the period and are recovered on fhe

basis of 24,000 labour hours.

Budgeled selling and administration owerheads are ¥18,00,000 for the period and

recovered on the basis of iolal budgeted olal production cost of ¥36 00,00 000.

Required:
CALCULATE ihe price o be charged for the job.

¥

8. Calculation of job price

Direct malenals

1,87 00 060

Diract wages {T80 = 2 400 hours) 1,92 000
£48,00,000 4,80,000
A %2 400k

Production owerheads ( 24.000hes %2, }

Production cost , 1,38,72000

Seliing and adminisiraton owerheads 98 850

18,00.000 '
L e i 000

(?3&00.@.&0 e J

Total costof sales 154 68 860

Profit markup @ 20% 38937z

Pﬁce hf thﬂ ioh 2‘337152:76733 ,,,,, -l
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Service Costing
10. A fransport companyhas a fleet of four lcks of 10 tonne capacity each plyng in difierent

directions for fransport of cusiomer's goods. The tucka run loaded with goods and refum
emply The distance fravelled, number of ips made and the load carried per day by each

10. (l) Annual Cos( Smement of four vehlcies

kuck are as under:
— |
o1 48 4 6
- 2 120 - 1 9 |
B N R B 8 =5
4 60 4 - 8 |

The analysis of maintenance costand the folal distance travelled during the last bwo years

is as under

2

The following are the details of expenses for the year under review’

7 60 par lire. Eachlsﬁe gives 4 km per lire ofdteselonan

Diessl
average. o o
Qnuer’s salary ¥ 22,000 per fruck per month - |
Licence and laxes 715000 perannumperbuck ]
Insurance ¥ 80,000 per annum for all the Tour tmcks_ ]
Purchase Price per !3000000 Life 10 years. Scrap value at the end of life is
fruck 24,00,000. ) ]
Oiland sundries |3 526 per 100 km run -._.,-_-_.m__--_; _________
General Owrhead 7 110840 per annum

Thelrucks operaie 24 days per month on an awerage.

Required

{y PREPARE an fnnual Cost Stahment covering the flest of four frucks.

{i) CALCULATE the cost per km. run.
(m) DET ERM!NE ﬁze fresght rate per tonne km. o yleld a proﬁt of 30% on freight.

s

i) Costpefkm L

Cost per kilomeler tun = -

“Totalannual cost of vehicles (Refer b Workng Neb 1}

Totatkilometre fravelled annually

o Diese! {(4.21632 km + 4 knj x ¥ 60} (Refer i Working Not 1) 63,24 480 T
| Oil & sundries (421,632 tm + 100 km) X % 525) | 2213568 —
— Mainlenance (421632 km x 2 076) + ¥ 18,000} 334224 0
o {Reker D Working Noie 7) S I
Drivers’ salary {{(£22000 x 12 mnnhs) x 4tudcs} ] ~10,56,000 —
— Liconceand taxes (€ 15000 xAtuds) | 60,000 _
— insuance | maw 4
Doprocialion (2900000 ~ 10 years) x 4 fucks) 11,60,000 1

General overhead 110,840 —

Total annual cost 14339,112




T 421632 Kme T 2089

{iil} Freightrate per tonne km {to yield a profitof 30% on freight)

Cost per fonne km, = _Total snnual cost of three vehidles (Regr b Working Note 1)
Total effective tonnes kms. per annum
= f1339412
76,10,466 kams — < 4

Freight rale per fonne km. (Sg.-_;i‘;) x1 =006

Working Notes:
1. Tolalkilomeire travelled and lonnes kilomete fload carried) by four trucks in one year

1 5 4 384 - 1452
2 1200ty 1 20 b |2 § 1,080
3 80wl 2 360 - |2.x8 1,440
4 6031 4 480 = | 2% 8 1920

Total ) 1464 5562

Tolal kilomelre frawslled by four Fucks in one year
{1464 un. 2 24 days ® 12 months) =4 21632
Tolat efiective fonnes kilomelre of load carried by four frucks dunng one year
{5,592 tonnes km. * 24 daw * 12 months) = 16,10.496 ’
2. Fixed and variable componentof mainlenance cost

Variable maindenancecostperkm= Difference in maintenance cost
Difference in distance travelled

- ¥1,38,150 -¥ 135525
1,60, 200 kms — 1,56,700 kms

2075

Tolal maintenance cost-Variable mainlenance cost
7438150 - 160200 kms ® T075 =T 18000

it

Fixed mainlenance cost

[

#
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PmmsCosﬁng

‘H Apm&mgmwn&maqmﬂmm,melyﬁmt and Process-2.
- The fllowing infrmalion relales b Process-1. A the beginning of June 2019, there were
1,000 WP goods (50% compleled in larms of comersion cosi) in the imenlory, whichare

“valued at ¥2.86,020 (Malerial cost 2255000 and Comwrsion cost ¥31,020). Other
infrmalion relaling b Process-1 for the month of June 2019 is as follows;

Cost of malenals mboduced- 40,000 unis (T}
Comwersion cost added (T)
Translered b Process-2 (Unils)

| Closing WP (Units) (60% compleledin terms of comversion cast) | 1,500 |
100% of malerials are inroduced to Process-1 at the beginning. Nomal loss is esfmated
at 10% of mput malenals (excludmg apenmg WIP)
- Required:

{ii PREPARE a statement of equm%ent unils using the weighled awerage cost method
and thereby calculale the following: :

“ (u) GN.CULATE the vaiue of oukmi kansﬁmed o Pmcess 2 and cioamg W!P

M 100
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A Pep- Sonaus den

~ 12 JVG L. produces a product and operales a standard coséing syslem and walue malerial -

 Theactsai information for the month just ended is as follows: B
 {a} Thebudgeled and aciual production for the month of Seplember 2019 is 1,000 unils.
- (b}, Directmalerials -5,000 kg at the beginning of fhe month. The closing balance of direct -
mah:iahbr&emmﬂ:wasw,ﬁoom‘ﬂmhaaesdmhemm&mnmdeat .
T 365 per kg The actjal utlizafion of direct materials was 7,200 kg more than the
budgeled quaniily —
(¢} Direct labour— §,300 hours wers uilised at a costof € 4,34 500 o
Required:
CALCULATE (i) Direct material price and usage varances (i} Direct labour rate and o
efficiency vaniances. :

[— it £ R — T e IO e — .

;_&#Noa) MEER) — —_—
: G

 CONSUNED

tan fer ko oo e

| kta [
| BoOSTOX <oz |0SEOUSO - =7100X ¥ 2(c- (3S7LTI0
__ (1006%XB0) ' (=2o000+n200)
\' A et AMCHBE = 372004 (0082 ~SM00= 42200
< Lobsuy UHUPANCE
- — -S\—(.f\ 'Y l&An e ................... - o A e.c' 4%2 ........................................
) \'Eg ¥t > N3 Yot




Grosss -

4 24 €00k 294600 (A)

\

lab ot

(20 - 82) X S2vo

= |0&0O (A)




Marginal Costing

13. PVC Lid sold 55,000 units of ils product at 2375 per unit. Variable costs are T175 per unit —
(manufachuning cosls of 140 and selling cost T35 per unil). Fixed costs are incured
uniformly fhroughout the year and amount to $65,00,000 (including depreciation of -
¥15,00,000). Thereis no beginning or ending invenlories.

Required:
() COMPUTEbreakeven sales level quaniily and cash breakeven sales level quaniity.
(i) COMPUTE e PV ralio. -

i) COMPUTE the nump i
o5 oo number of unity that must be sold fo eam an income (EBIT ) of -

(v} COMPUTEthe sales lowl
40% comporale tax rate.

e

,achiove an aftor-fax income (PAT) of 500,000, assume

Ao e
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e Budget and Budgetary Control
o 14, lQMUmibdhasprepamdi&emensebndgetb:f)O unils in its faclory for
| 2019-20 as detailed belo:- R oy for the yoar
| Dictigbour r
T | Variable Owerboad T 0
| Direct @sensegm___hwm_w_w_*m”*w I T
| Selling Expenses (20% fixed) | s
T  Fack 100% fixed) R
S | Adminisiration expenses (100% fixed) T T
| | Disiibuion expenses (85% wariable) T
5’ Tolal ) T 08
—a |  PREPARE an expense budget fo the producton of 35,000 unfls o 70,000 units.
; N o L T e
14. Expense Budget of KLM Ltd.
Direct Malerial 6250000 4375000
o (50,000 x 125} | (35.000 x 125} {70,000 x 125)
. Direct L abour 2500000] - 17.50,000 35,00,000
{50000 x50} ] (35000 x 503 {70,000 x 50)
— Variable Owrhead 2000000]  14,00,000 28,00,000
L {50,000 x40)| (35,000 x 40} {70,000 x 40}
‘ Direct Expenses 750,000 5,25 000 10,50,000
— (50,000 x 15} (35000 x 15} {F0.080 x 15)
o Selling Expenses (Variable)* 10,00,000 700,000 14,00 000
(50,000 x 20)| (35,000 x 20) {70,000 x 20}
— Selling Expenses (Fixed)" 250,000 2,50,000 250,000
- o |Gxsee00) o} i D T St
Factory Expenses (Fixed) 750,000 750,000 7.50,000
I (1550000
Administration Expenses {Fixed) 450000 4,00 000 400000
T {8 x 50,000
— Disiribution Expenses (Variable)™ 850,000 5,95,000 11,90,000
‘ | (17x50000) ] (17 x 35,000} G
Dislribuion Expenses (Fixed)™* 150,000 1,50,000 150,000
— {3 x 50,000}
14900,000| 10895000] 20240000
“Selling Expenses: Fixed cost per unit = 325 x 20% = ¥§
o Fixed Cost = ¥5x 50,000 units = ¥2,50,000
— Variable Cost Per unit = 225 - 25 = 20
i “Distnbution Expenses: Fixed cost per unit = 220 x 15% =23
o _ Fixed Cost = 23 x 50,000 units = 21,50,000

o TFOR EDUCATIONAL USE




Miscellaneous

15. (i) DIFFERENTIATE between Cost Accounting and Management Accounting.
(i) EXPLAN fhe meaning of Budget Manual.
(i) EXPLAN the lerm Equivalent unils used in process indusiries.

15, i

(it}

Difierence bebween Cost Accounting and ManagementAccounting

( counting
{} | Naiure i records the quanfilafive | it reconds bolh qualitatve
aspect only and quanfitaive aspect.

{ie} | Objechwe it records the cost of | {t Provides information lo
producing 2 product and | management for planning

provding a senics. and co-ordination.
(i} | Area it only deals with cost|lf is wider in scope as it
Aaceriainment. includes financial

accounfing,  budgsling,
taxaion, planning efc.

(W) | Recordingof | i uses both past and [ It is focused with the

data + | present figures. projection of figures for
fulure.
¥ | Dewslopment | ks dewlopment is related | It develops in accordance
to industrial revolulion. fo the need of modem
business world.

(i} | Rules and It follows certain principles | i does nol bllow any
Regulabon and  procedures  for | specific  rules  and
recording costs of difflerent | regulations.

products.

Budget Manual: A budget manual is a collection of documents thal conlains key

information for those involved in the planning process. Typical contents could include

the following: ) _

® fn infroduclory explanation of the budgetary planning and conbrol process,
including a statement of the budgelary objective and desired results.

e A fom of organisation chart io show who is responsible for the preparation of
each functional budget and the way in which the budgels are interrelaled.

s A limetable for the preparation of each budget This will prevent the formalion
of a ‘botfeneck’ with the lale preparaion of one budget holding up the
preparabion of all others. :

e Copiesof all forms to be compleled by those responsible for preparing budgets,

with explanations conceming heir complelion.

e A list of the organizalion's accountcodes, with full explanations of how bo use
them. '

« Information conceming key assumptions to be made by managers in their

)

budgets, for example the rale of inflaion, key exchange rales, slc.

Equivalent Units: Equiwalent unils or equivalent production unifs, means converling
the incomplete production unils nlo their equivalent compleled units. Under each
process, an estimale is made of the percentage complelion of work-in-process with
regand fo different elements of cosls, viz, matenal, labour and owerheads. It is
important that the esimale of percentage of completion should be as accurale as
possible. Theformula for computing equielent completed units is:

Actualnumber of unilsin }x( Percentageof )

Equivalent eted unils =
quivaient compie unt ( the 0{ Wo:kmm

 Forinstance, if 26% of work has been done onthe average of units siill under process,

then 200 such unils will be equal to 50 compleled units and the cost of work-in-
process will be equal o the cost of 50 finished unils.

P e
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COPPERGATE {MJ OUR BEST FACULTIES FOR CA FINAL/INTER

Video Lectures & Books Available
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Prof Dani Khandelwal Prof Siddharth Surana Prof Manish Rumuka Prof Ankit Sarvaiya
(Costing) 1) (SFM) (SFM) (Accounts)

Prof Rahul Malkan
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