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B Com Hons Delhi (Semester IV)
Paper CH: 4.3 Cost Accounting 2014

(For Regulzr Course)

Maximum Marks: 75

Czndidates

nier Boll

o, on e wp immediately op receipt of this question paper.

Z Anesyr all ’._"'.t’:?..‘_l'f)i.. W arks are indiczted against each question.
3. Uhe of somple caloudator iv allowed.
£ AL guevhiom of each Section (A, B 2nd ) should be anempted together.

2. Ammwes Ty e wrinen i Himds or Englich but the same medium should be followed throughout
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SECTION A

“Cowt zaccounting has become zn essential tool in the hands of management”,
Explamn. 7
o purchzses 2000 units of 2 particular jtem per year at a unit cost of 320.
izmng cost 1s 250 per order and the inventory carrying cost is 25%.

(1) De=ermmine the optimazl order quantity and the minimum total cost including

e "S"’ chase Cost.
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(i Foed

) 1f 2z 2% discount is offered by the supplier for purchases in a lot of 1000 or
more, should the firm accept the offer? 8

Or

-

Difierentizie bevween the following terms:

znd uncontrollzble Cost

(i) (')""fi 2ble
cost znd vzriable Cost 7

(b) The ﬁn;vwmg transactions occur in the purchase and issue of a material:

March 2
March 5
Masch 6
Mazrch %
March 10
March 15

Purchased 4,000 units @ %4 per unit
Purchased 5,000 units @ 5 per unit
ssued 2,000 units

Purchased 6,000 units @ %6 per unit
Issued 4,000 units

Pefund of surplus 25 units @ 73 per unit
from a work order
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March 17 fosmed

156X anats
March 24 Returned o, Vemder W) ety

fom-vfar:énm@&!rd‘
4 SO0 umats @ 75 50 per mme

1 90 s

March 2% Ptl'dmeé

March 30 Jegned 3000 i

Thcmveriﬂao{&;cﬁnm?mmm;,;thetﬁgfmasbx‘aﬁ-_xc{f

mm@%ﬂ%%sﬂz&*—:.ﬂ
RmFmﬁnmﬁcmW@mwmmmo{
PICng of material emes ) 8
Q.2 (a) (i) Bﬁcﬁ?dﬁmmmmmmmésﬁ?‘@m
Mcmtkﬂcicnciacf;ﬁmr&?:ﬁw-_
(if) What is Idie Time? How it is treated in cost acoousts” -
(5) Atlas Engineering Linned accepts 2 variety of}cbsﬁtﬁfmemmn}

M

and machine operations.
The budgered profit 2nd loss account for the period 2012-13 is 2« follows:
Sales ¥73.00.000
Costs:
Direct Materizls %10.00.000
Direct Izbour %5.00.000
Prime cost 715.00.000
Production Overheads %30.00.000
Production coid 745.00,000
fisraion Ovethesds 15,0000 i
o 215.00.000
Other budgeted data:
Labour hours for the period =0
Machine hours for the period i
No. of Jobs for the period >0

] e - ed !1).mamandmemonq:pm1-
Aﬂﬁ:l:fyim the foll wgm-mcsofth:mmﬂmqunudforﬂkjob:

Direct matcrins ooz
Direct labour ?::2_&
Prime cosl

|_abour hours required =
Machine hours required >
You are required 10:
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(/) Calculate overbead shsorpoon rates foF shsorption of production ove < by
five different methods and comment on the amsabiliny of cach. ’
i) Calculate the producnon overhesd cost of the job onder based on each of the
above rates. 10

or

(@) (N Define labour turmover. Briefly disvuss the three methods to measure 1t
(if) Briefly discuss the treatment of bonus and feave W 1th Wages I ¢ast accounts.

o~

ey

~

hree identical machines of equal capacity. Three

(5) A machine shop center contamns Ak
operators are employad on all ~vachinas. pavable 120 hour each. The factory works
for forty eight hours a week which includes 4 hours setup tmc
The work is jointly done by the OpeTaions. The operators are paid fully for the fory
cicht hours. In addition they are paid bonus of 107, of productve tme wages. Costs
are reportad for this company oa basis © { thireen four-weekly period.
The company for the purpose of computing machine hour rate includes the dir-
oct wages of the operators and also rocoups the factory overheads allocated to the

machines. The following details of factory overheads applicable to the cost centre
are available:

(/) Depreciation 1076 per annum o original cost of machine. Oniginal cost of each
machine is I32.000.
(i7) Maintenance and repairs per week is To0.
(iff) Consumable stores perweek per machine are I73.
(i) Power: 20 units per productive hour per machine at the rate of 80 paise per umit
(+) Appertionments t the cost centre: Rent per annum. 75,400, heat and light per
annum 39,720 and foreman’s salary per annum I12.960.

Required:
(a) Calculate the cost of running one machine for a four-week penod.
(&) Calculate machme hour rate. 10

SECTIONB

Q. 3. XY Engineering Works has a Machine Shop in which it manufactures two Auto
Parts “X™ znd ~Y™" out of the forgings A and B respecnvely. For the quarter ending
December 2012. the following cost data are available:

Consumption of raw materials — A 71.50,000
Consumption of raw materials — B $2.00.000
Direct Wages — X 336,000
Direct Wages — ¥ $32.000

Salanes (Factory) TR5.000
Stores and spares 112,000
Repairs and Maintenance 15,000
Power 16,000
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28,000
350,000
268,000
T64,400
200 Overheads 75,000

28,11.400

Depraciation

'},‘ - I‘l -8,

Ocher factony Overbeads
ACRIDESIton o erheads
Seilmg and distridy
Tetal cost

vie 2 £ e Rllowing furher i
. ~ - Ol .
Y ProGacooa, sal ~ miormation:

VRS RS and machs . .
machine bowrs utilized for “X" and “Y™ were as under:

Product
rodecoon (Unix)
Sales of above wains ()
Machine bowrs utilized

X Y
6.000 4,000
+.80.000 520,000
$50 450

2=y D-_"!' ~a

—mma WL \5 2 23 - = 3 % . -
3 2SS pand for each product is usad for apportioning salaries and other factory

- -
VETOKEGS,

)

»‘1

= FaeRony overacad items like stores and spares, repairs and maintenance, power, insur-
mxad uit‘mu:mu are charged to cost of both the products on the basis of machine
houss wsed.

osts

() ACEIESTEToa overheads are apportioned on the basis of respective conversion €
(Wages 2ad all factory overhead items) while selling and distribution overheads on the
zsts Of their sales realizations.

) AL the production was sold out.

of

| Ragsad: Prepare cost skest of both the products and work out profits earmedon each o
- 5

them.
Or

\ aomzctor commencad a contract on 1-7-2012. the costing records concerning the said

G e el

~a=—s reveals the following information as on 31-3-2013:
Particalars Amount (%)

St 7,74,300

10,79.000

* shosr outstanding as on 31-3-2013 1,02,500
20,500 p.m.

2012) Salary to Supervisor (3/4 7,71,000

9,000 p.m.

] 4.60.600
s arion and other eXpnses i
AGoUBISITRGH 10,000

\farerial site as on 31-3-2013

Cos: of plant seat to site( 1-7-
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Plant used for the contract has an estimated lifc of 7 years with residual value at the engd
of life 50.000. Some of the materials costing 313,500 was found unsuitable and sold for
310.000. Contract price was ¥45,00,000. On 31-3-2013, two third of the Fontracl was com-
pleted. The architect issued certificate covering 50% of the contract price and contractor
have been paid ¥20,00,000 on account. Depreciation on plant is charged on straight line
basis.

Prepare contract account and show how the items relating to this contract will appear in
balance sheet. 15

Q. 4. DPR School is a public school having five buses, each plying in different directions
for the ranspontation of its students. There are two shifts for each bus, one shift is for
senior students and other is for junior students. The distance travelled by each bus
one way is 8 kms. The school works on an average 25 days in a month and remains
close for vacations for three months in a year. Bus fee, however, is payable by the
students for 10 months in a year. The details of expenses for a year are as under:

Driver’s salary ¥12,000 per month per driver
Cleaner’s salary ¥8,000 per month

(Salary payable for all 12 months, one cleaner employed for all the five buses)
Licence fee, taxes etc. <17,600 per bus per annum
Insurance %20,400 per bus per annum
Repair and maintenance %70,000 per bus per annum
Purchase price of the bus <21,00,000 each

Life 12 years

Scrap value 33,00,000

Diesel cost 348 per litre

Each bus gives an average of 4 kms per litre of diesel. The seating capacity of each
bus is 50 students. Students picked up and dropped within a range of 4 kms of dis-
tance from the school are charged half the fare and 50% of students travelling in each
trip are in this category. Ignore interest. Since the charges are to be based on average
cost, you are required to :-

(i) Prepare a Statement showing the expenses of operating a single bus.

(i) Work out the average cost per student per month in respect of
(a) Students coming from a distance of upto 4 kms from the school.
(b) Students coming from a distance of beyond 4 kms from the school.

15
Or

The following data relates to process B:
(f) Opening work-in-progress: 4,000 units
Degree of completion:
Materials 100% 324,000
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Labour 607,
Overheads 61,

/) Received during th
(i) mmgcmmmMAmum3MmP A
rocess /

40,000 unity

(iif) Expenses incurred ip, p
Materials
Labour
Overheads

(iv) Closing work-in-progress:
Degree of completion:
Material

Labour and Overheads
{_v) Units Scmpped

Degree of Completion:
Materials
Labour and Overheads

(vi) Normal loss: 5% of Current input.

(vii) Spoiled goods calized Z1.50 per unit on sale.

rocess B during the month:

(viil) Completed units are transferred to warehouse.

assume that FIFO method is used for WIP Inventory valuation.

Required:

(i) Statement of equivalent production
(ii) Statement showing cost per unit for each element

(iif) Statement of apportionment of cost

(iv) Process B account
(v) Any other account necessary

SECTIONC

0.5. (a) Write short notes on any two 0
jon of overheads

(i) Waste and scrap
(if) Dcpanmcnmlimt
(iif) Integrated accounts

(b) The following is the sum
of continental Enterprise Ltd.

. e

To Matenal

To wages
To work expenses

f the following:

marized version of Trading and

714,400
77,200

71.71.000

779.000
7).38,230

769,120
3,000 units

|00%e

607
4,000

100%
80%

15

7

profit and loss account

For the year ended December 31, 2012

Amount
48,000
36,000
24,000

Particulars

Amount

By sales
By cl. stock of finished 20,400

goods

1,00,000

(Continue)
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To gross profits 18,400 | By work in progress
Material 3,000
wages 1,800
work exp. 1.200 6.000
1,26,400 126400
To administration expense 6,000 | By gross profits W
To selling overheads 4,000
To net profits 8,400
14,400 | 14400

During the year 6000 units were manufactured and 4800 of them were sold
T_he costing records show that works overheads have to be absorbed @ 50% o-f
direct wages, administration overheads at T1.50 per unit produced and selling
overheads @ X1 per unit sold. )
Financial and cost account books show different profits.

Required: (i) Calculate profit as per cost accounts books.
(ii) Prepare a statement reconciling two profits disclosed in two set of
books, clearly bringing out the reasons for the difference. 8

Or

(a) Write short notes on any two of the following:

(i) Impact on profit of FIFO and LIFO methods of pricing of material
issues under inflationary conditions.
(ii) Escalation clause in contract costing.
(iif) Treatment of research and development cost. 7

(b) Why there 1s a need to reconcile the profits disclosed in financial and cost
account books? Discuss n detail the causes of such differences? 8
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