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CHAPTER COST SHEET

t!lweyY L/TL t!{¢

PROBLEM 1 [MAY 23¢ 10 Marks]

9 .

l'a v

9{¢Lhb{

The following information is available from SN Manufacturing Limited's for the morlprif2023.

April 1 April 30
Opening and closing inventories data:
Stock of finished goods 2,500 unit ?
Stock of raw materials 42,50( 38,60(
Work-in progress 42,50( 42,80(
Other data are:
Raw materials Purchased 6,95,00
Carriaganward 36,20(
Direct wages paid 3,22,80(
Royalty paid for production 35,80(
Purchases of special designs, moulds and patterns (estimat 1,53,60(
12 Production cycles)
Power, fuel and haulage (factory) 70,60(
Research andevelopment costs for improving the production 31,68(
process (amortized)
Primary packing cost (necessary to maintain quality) 692(
Administrative Overhead 46,765
Salary and wages for supervisor and foremen 28,00(
hdKSNI AYT2NXI a2YyY
1 Openingi G201 2F FTAYAAKSR 3I22Ra Aa (2 oS @It dzS

|l

|l
)l

During the month of April, 1,52,000 units were produced and 1,52,600 units were sold. The clos
stock of finished goods is to be valued at the relevant month's cost of production. The compa
follows the FIFO method.

Selling and distribution expenses are to be charged at 20 paisa per unit.

Assume that one production cycle is completed in one month.

wSlj dzA NBRY

0 APbepare a cost sheet for the month ended on April 30, 2023 , showing the val&uents of cost

ng

(raw material consumed, prime cost, factory cost, cost of production, cost of goods sold, and cost

of sales).
0 ACaldulate the selling price per unit if profit is charged at 20 percent on sales.
{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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PROBLEM 2 [NOV 2Z; 10 Marks]
PNME Ltdmanufactures twotypesofmaské 5 A alLl2al of S al a1ad4 |yR W/
for the year ended 3%t March, 2022 is as follows:

Direct Materials 12,50,00(0
Direct Wages 7,00,000
Production Overhead 4,00,000
Total 23,50,000

It is furtherascertained that:

f Direct material cost per unit of Cloth Mask was twice as much of Direct material cost per unit of

Disposable Mask.

Direct wages per unit for Disposable Mask were 60% of those for Cloth Mask.
Production overhead per unit was at same rate lhoth the types of the masks.
Administration overhead was 50% of Production overhead for each type of mask.
{StftAy3a Oz2aid oI & H LISNI /20K al ailo
{StftAy3a t NAOS 41 a op LISNJI dzyAlG 2F /f20K a
No. of units of Cloth Masks seli5,000

No. of units of Prodction of

Cloth Masks: 50,000

Disposable Masks1,50,000

You are required to prepare a cost sheet for Cloth Masks showing:

=A =4 =4 =/ =4 =4 =4

(i) Cost per unit and Total Cost.
(i) Profit per unit and Total Profit.

PROBLEM 3 [MAY 22¢ 10 Marks]
The following data are availableom the books and records of A Ltd. for the month of April 2022:

Particulars Y2 dzy
Stock of raw materials on 1st April 2022 10,00(
Raw materials purchased 2,80,00(
Manufacturing wages 70,00(
Depreciation on plant 15,00(
Expenses paid for qualiontrol check activities 4,00(
Lease Rent of Production Assets 10,00(
Administrative Overheads (Production) 15,00(
Expenses paid for pollution control and engineering & maintenance 1,00(
Stock of raw materials on 30th April 2022 40,00( &
Primarypacking cost 8,00(

{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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Research & development cost (Process related) 5,00
Packing cost for redistribution of finished goods 1,50
Advertisement expenses 1,30
{6201 2F FTAYAAKSR 322Ra Fa 2y Mad ! LINK fentiren H
opening stock of finished goods has been sold during the month.Production during the month of Ap
2022 was 3,000 units. Closing stock of finished goods as on 30th April, 2022 was 400 units.
You are required to:

|. Prepare a Cost Sheet for the abgeriod showing the:
(i) Cost of Raw Material consumed
(i) Prime Cost
(i) Factory Cost
(iv) Cost of Production
(v) Cost of goods sold
(vi) Cost of Sales
Il. Calculate selling price per unit, if sale is made at a profit of 20% on sales.

PROBLEM 4 [DEC 210 marks& RTP NOV 19 ]

GLtd. manufactures leather bags for office and school purposes.

The following information is related with the production of leather bags for the month of September

2021.

(1) Leather sheets and cotton clothes are the main inputs and the estimated requiremebgagds
two metres of leather sheets and one metre of cott on cloth. 2,000 metre of leather sheets an
1,000 metre of cotton cloths are purchased at

oXunznnn FyR mpZnnn NBaLISOGAGSted CNBAI
(2) Stitching and finishingneed&2n nn YIy K2 dzN& | yn LISNJ K2
@) hidKSNJ RANBOG O2aita 27 Mn LISNJ £ F 02dzNJ K2 dzl
@D [UR® KIPS n YIFIOKAySa a4 I G240t O02ad 27

value of 10% of the original cost. Depreciation is charged oragbtline method.
G) ¢KS Y2y ikKfe O2aild 2F [ RYAYAAUNrGA2Y YR &l f
D [GR® LJ &4& MEHAZnnn LISNI Y2YGK a NByd 7
and sales office occupies 240 sq. fapt 200 sq. feet respectively of factory space.
(6) CNBAIKG LI AR 2y RStAQOSNER 2F FAYyAaKSR o6 3a
(7) 5dzNAyYy 3 GKS Y2yGKZ op 13a&a 2F aO0ONI LI 00dzidAy]
(8) There are no opening and closing stocks of input materTdlere is a finished stock of 100 bags
in stock at the end of the month.

You are required to prepare a cost sheet in respect of above for the month of September 2021 g
showing:

{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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(i) Cost of Raw Material Consumed
(i) Prime Cost

(i) Works/Factory Cost

(iv) Cost of Production

(v) Cost of Goods Sold

(vi) Cost of Sales

PROBLEM 5 [JUL 21¢ 10 Marks]
The following data relates to manufacturing of a standard product during the month of March,
2021:

t I Nb Odzf | NE& I Y2 dzy i
{G201 27 wlg mvema8NRFE & 2y 5w ynz|
22N] AY | & NP WA & pnsxl
t dzZNOKIF &S 2F wlkg YIFGSNRI§ HXNnn
[ NNAF3IS Lysglt NRa HNS |
5ANBOG 21 3S3 M3 HN
/234G 2F aLISOALFf RN} gAyYy3 onz|
| AN® OKIFNBSa LI AR F2NJtfl yd HN X
wSGdzZNYy 2F wl g al G§SNRAL§ nnsj
[ F NNAI3IS 2y NBGdzNYy cXn
OELISY ABNDTRANI a2y Ay LYRdzA G NRI § y = n
[ S3IIf OKIFNHSaA HEp
{FEFNEB G2 2YO0S adld Hp X
al AyidSylryOS 2F 2YOS o6dzAf RAy 3 H >N
5SLINBOAlI a2y 2y 5SSt ABSNE Oy c>n
2 NBK2dzaAy3a OKIF NBSa M3 p
{201 2F wl¢g mvemm@a8NARAIE & 2y owm onz|
{G2CG12NF Ay t NprAdWB&adm a4 2y oM Hn |

U Store overheads on materials are 10% of material consumed.

U Factory overheads are 20% of the Prime cost.

U mm> 2F GKS 2dziLdzi 61 a NB2SOGSR FyR | &adzy 2
U 10% of the finished produetas found to be defective and the defective products were rectified
at an additional expenditure which is equivalent to 20% of proportionate direct wages.

U The total output was 8000 units during the month.

You are required to prepare a Cost Sheet for theoze period showing the:

\[I'F.lb

Ny

(i) Cost of Raw Material consumed. g
(i) Prime Cost
{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf




(iif) Work Cost
(iv) Cost of Production
(v) Cost of Sales

PROBLEM 6 [JAN 2X; 10 Marks]

The following data are available from the books and records of Q Ltd. for the month of April 2020:
Direct LabouCost= 1,20,000 (120% of Factory Overheads)

Cost of Sales= 4,00,000

Sales = 5,00,000

Accounts show the following figures:

MAG ! LINA{ond K | LINK
LY @Syiad2NERY
wk g YI G§SNRI§ HNY ) Hp X
2 2 MIWINE INB & a HNXJ onzs|
CAYAaKSR 3JI22Ra p Nz cnzJ
hGKSNJ RSGFAT Ay
{StfAy3a SELSy&asSa HHZJ
DSYSN}f 9 | RYAYyd 9ELISYS My |

You are required to prepare a cost sheet for the month of April 2020 showing:
(i) Prime Cost

(i) Works Cost

(iif) Cost of Production

(iv) Cost of Goods sold

(v) Costof Sales and Profit earned.

PROBLEM 7 [NOV 2Q; 10 Marks]
X Ltd. manufactures two types of pens 'Super Pen' and '‘Normal Pen'. The cost data for the year
ended 30th September, 2019 is as follows:

t I Nb Odzf | NA 60
5ANBOU al GSNAI f & y Znan
5ANBOG 2 3Sa nny

t N2 RdzOsa 2y h@SNKSI R MZ dH
¢c20l f MnN 3

It is further ascertained that: (
1. Direct materials cost in Super Pen was twice as much of direct material in Normal Pen. G
2. Direct wages for Normal Pen were 60% of those for Super Pen.

{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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3. Production overheagber unit was at same rate for both the types.

4. Administration overhead was 200% of direct labour for each.

5. Selling cost was 1 per Super pen.

6. Production and sales during the year were as follow:

t N2 RdzOa 2 Yy {fSa
b2d 2F dzy Al b2d 2F dzy A
{ dzLISNJ t Sy nAZANNAnN A A
~ { dzLISNJ t Syyoc Znnn

b2NXYIf tSY [MZHNnZnnn

7. Selling price was 30 per unit for Super Pen.

Prepare a Cost Sheet for 'Super Pen' showing:

(i) Cost per unit and Total Cost

(i) Profit per unit and Total Profit

PROBLEM 8 [NOV 19 10 Marks]

XYZ a manufacturirfgm has revealed following information for September, 2019:

1st September30th September
Raw Materials 2,42,000 2,92,000
Worksin-progress 2,00,000 5,00,000
The firm incurred following expenses fotaageted production of 1,00,000 units during theonth:
t F Nb Odzf I N&

[ 2yadzyloftS {(i2NBa FyR aLl NBsa 27 oXpn
wSaSINOK YR RSOSt2LIYSyld Oz2aild F2I HXpn
vdzl f AGe O2y(iNBE O2al HXNnn
tFO1TAYy3 02ai 6aBDO2RRINEOR LISNI dzy A H
[ SFaS NByYyG 2F LINRPRdzOa2y | aasi HXNnn
l RYAYAAUGNr a@S 9ELISy&aSa oDSYySNI o HZHN
{SftAYy3a YR RAAGNAROdzm2Y 9ELISy&aSa nZMo
CAYAAKSR 322Ra 62LISYyAy30 b A
CAYAaKSR 3J322Ra o00f2aiy3ao pnann
Defective output which is 4% of targeted production, realiz€4 per unit.
Closing stock is valued at cost of production (excluding administrative expenses)
Cost of goods sold, excluding administrative expenses amountg&q26,000.

DirectSYLJ 28SSaQ 0O02ad A& mkH 2F (GKS 0O0z2ad 27F Yl

Selling price of the output is110 per unit.

You are required to:

(i) Calculate the Value of material purchased

(i) Prepare cost sheet showing the profit earned by the firm.

{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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PROBLEM 9 [MAY 19 10 Marks]
M/s Areeba Private Limited has a normal production capacity of 36,000 units of toys per annum. T
estimated costs of production are as under:
(i) Direct Material 40 per unit
(ii) Direct Labour 30 per unit (subject to a minimum o0f48,000 p.m.)
(i) Factory Oveheads:
a. Fixed 3,60,000 per annum
b. Variable 10 per unit

c. Semivariable 1,08,000 per annum up to 50% capacity and additional 46,800 for every 20%

increase in capacity or any part thereof.

(iv) Administrative Overheads5,18,400 per annum (fixed)

(v) Selling overheads are incurred a8 per unit.

(vi) Each unit of raw material yields scrap which is sold at the ratebgber unit.

(vii)  Inyear 2019, the factory worked at 50% capacity for the first three months but it was
expected that it would work at 80% cagty for the remaining nine months.

(viii)  During the first three months, the selling price per unit wesi5.

You are required to:

(i) Prepare a cost sheet showing Prime Cost, Works Cost, Cost of Production and Cost of Sales.

(if) Calculate the selling price per unit for remaining nine months to achieve the total annual profit
of 8,76,600.

PROBLEM 10 [NOV 1&, 10 Marks]
Following details are provided by M/s ZIA Private Limited for the quarter ending 30 September,
2018:

OA[5 8L SELSyasSa MZy
OA|S5ANBOGO ¢l 3Sa o60SAy3a mTpEp: 2F Tl O HZIp
OAj/ 2al 2F 3J22Ra az2fR MYy 1
OA({StftAYy3d 9 RAAGNAOdzm2Yy 2O0SNKSI RA cn
0g|{fSa HHZXI
O0D]!' RYAYAAaUNroa2y 2O0SNKSIRa I NB wmE:?

Stock details as per Stock Register:

t I Nb Odzf | NE& ondnc ondndg
wk g YI G0SNRI§ HXnp HXNy
2 2 MIWINE INB & a MZT N M3 n
CAYA&aKSR 322Ra 0XMnN HXT P

3
,2dz F NB NBIdZANBR (2 LINBLINB I 02aid akKSSid akKj
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(i) Raw material consumed
(i) Primecost

(iif) Factory cost

(iv) Cost of goods sold

(v) Cost of sales and profit

PROBLEM 11 [MAY 18; 10 Marks]
Following information relate to a manufacturing concern for the year endéth\gdrch, 2018:

t!tweLbL/ ) [! w{

wkg al0SNAFE 62LISYAyYy30 HXHY
wlk g aldGINREAY IO oXnp
t dzZNOKIF 23Sa 2F wlg al GSNRI € NHIHQ
CNBAIKG Lygl NRa MZ N
5ANBOG ¢ 3Sa LI AR MHZp G
5ANBOG dalla3iStay RAy3 4 GKS SyR 2F | MZp N
CFOU2NE h@SNKSI Ra HE: 2F LU
2 2 MIWINRE INB&aa 02LISyAy 30 MZ H
2 2 MIWINR INB&aa o00f2aAay3ao Y
l RYAYAAUGNr a@S h@SNKSIFRa O6NBfF (SR MZTO
5Aa0NAROdze2y 9ELISYy&asSa mMc LIS
CAYAAaKSR {ma®™i 4 WA EAY IO cIny
{FfS 2F &aON} LI 2F YIFGSNRAI y I

The firm produced 14000 units of output during the year. The stock of finished goods at the end of
the year is valued at cost of production. The firm sold 14153 units at a pricéld per unit during
the year.

Prepare cost sheet of the firm.

{fI1wo{l ¢! C2NJ/! FtyR /a! py {1 wo9{Il ¢! tNRBFSaarzylff]|/
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t ! we¢ Wwo+L{Lhb ¢9{¢ t!tow{ov
PROBLEM 12 [ NOV 23 & MAY 22 ]

A Ltd. produces a single product X. During the month of July 2023, the company has produced

14,560 tonnes of X. The details for the month of July 2023 are as follows:
() al GSNRAIFf & O2yadzySR MPZANNZIANnNnN

i) t 26SNJ O2yadzYSR AYy 2LISN}YGAY3I LINRPRAzOGAZ2Y YI OK)
[ii)5ASasSta O2yadzYSR Ay 2LISNIGAYy3 LINRPRAzOGAZ2Y Y (

(iv) Wages & salary paii cnznnznnn

(v) Gratuity & leave encashment paid NNZHAZANN

(vi) Hiring charges paifbr Heavy Earth Moving machines (HEMM) engaged in production
13,00,000. Hiring charges is paid on the basis of production.

(vii) Hiring charges paid for cars used for official purpgse y nZ n nn

(viii) Reimbursement of diesel costforthecars H AN Z nnn

(ix) The hiringof cars attracts GST under RCM @5% without credit.

(x) Maintenance cost paid for weighing bridge (used for weighing of final goods at the time of

despatch)g TZNnnn
(xi) AMC cost of CCTV installed at weighing bridge (used for weighing of final goods at thé time
RSaLI GOKO FyR FIOG2NE LINBYA&aSa Aa cInnan
(xii) TA/ DA and hotel bill paid for sales manager mc ~Z n nn
(xiii)  The company has 180 employees works for 26 days in a month.
wSlj dzA NBRY
PREPARE a Cost sheet for the month of July 2023.

PROBLEM 13 [ MAY 23 & MAY 20 RTP ]
From the following data of Motilal Ltd., CALCULATE Cost of production:

o U
(0 Repair & maintenance paid for plant & machinery 9,80,500
(i) Insurance premium paid for inventories 26,000
(iii) Insurance premiunpaid for plant & machinery 96,000
(iv) Raw materials purchased 64,00,000
(V) Opening stock of raw materials 2,88,000
(vi) Closing stock of raw materials 4,46,000
(vii) | Wages paid 23,20,000
(viii) | Value of opening Workn-process 4,06,000
(ix) | Valueof closing Workn-process 6,02,100
(x) Quiality control cost for the products in manufacturing process 86,000

{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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(xi) Research & development cost for improvement in production proces 92,600
(xit) | Administrative cost for:
- Factory & production 9,00,000
- Others 11,60,000
(xiii) | Amount realised by selling scrap generated during the manufacturing 9,200
process
(xiv) | Packing cost necessary to preserve the goods for further processing 10,200
(xv) | Salary paid to Director (Technical) 8,90,000

PROBLEM 14 [ NOV 22 ]

CT Limited is engaged in producing medical equipment. It has furnished following details related t

its products produced during a month

Units l'Y2dzyi

Raw materials
Opening stock 1,000 90,00,000
Purchases 49,000 44,10,00,000
Closing stock 1,750 1,57,50,000
Worksin-progress
Opening 2,000 1,75,50,000
Closing 1,000 94,50,000
Direct employees' wages, allowances etc. 6,88,50,000
Primary packaging cost (per unit) 1,440
R&D expenses & Quality control expenses 2,10,60,000
Consumable stores, depreciation on plant 3,42,00,000
Administrative overheadeelated toproduction 3,15,00,000
Selling expenses 4,84,30,800
Royalty paid for production 3,64,50,000
Cost of website (for online sale) maintenance 60,75,000
Secondary packaging cost (per unit) 225

CKSNBE gla I y2N¥YIFf aONILI 2F uwupn dzyAda 2F RA

finished product was sold at a profit margin of 20% on sales.

You are required to PREPARE a cost sheet showing:

1. Prime cost

2. Gross works cost

3. Factory costs

4. Cost of production

{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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5. Profit
6. Sales

t wh. [chag wwa ¢t

HMB

we! [GR® KlIa (KS F2tt26Ay a5 SOBISYRNE dNBaAn ¥ 2 NJ
{f @ t I Nb Odzf | NA LY2dzyd| ! Y2dzyi
GAGwl ¢ YIFOGSNAIf & LIzZNOKLF & SH pXnns|
OAACNBAIKG Aysl NR P H A
OAA2F3Sa LIAR (2 FIFOU2NE ¢ HpPp ZHI
OAGw2elfde LI AR F2NJ LINE RdzC MZy N
OQ0! Y2dzy i LI AR F2NJ LI26SNI 4 oZpn
O PAlW206 OKFNHS& LI AR G2 220 03 MM
6 OAI{ 12NBa IO2R aadpdSNS & M3 M
O PA|5SLINBOAlI a2y 2y 2Y0OS 06 dzA pnz|
éAEWSLJI-)\,N\E 9 aJ-AyGASyI-yC)S 1
mflyud g9 al OKAYSNE nnzxj
M FfSa 2YOS o6dzAif RAy3 HNS | cnsl
GEULY&adzNI yOS LINBYAdzy LJ AR
mflyd 9 al OKAYSNE HY S f
mCl OU2NE o0dzAf RAY 3 MYy 3 Y nrt s
GEA|9ELISyasSa LI AR F2NJ ljdz £ A My X |
5 E X wSast N\I?Kvs I?S@Sf'ziI:JYSy{J I
AY LINRPRdzOsa2y LINROS&A
émgl‘éuéyééé I:JI-AAI? F2NJ L2t o oc s
YEAYGSYylyOS
GEA[{FfINE LIAR G2 {IfS&a 39 pXcn
GEQ{ It NBE LIAR (G2 DSySNI¢ c=nn
GEQIt F O1TAy3 O2aid LI AR T2NY
m NRAYFNE LI OlAy3d ySOSaa ncsi
mC 2 NR WNHEG NR 6 dze 22 22RFa Uy A & ynz| M>HC
GEZ|CSS LI AR G2 AYRSLISYRSY MZH
OED|t SNF2NXI YOS 62ydza LI AR MZH N
OEA|+Ftdz2S 2F &aG201 +ta 2y mMma
wlk g YIFOGSNRAIf & M X
™ 2 MYINRE OS a4 & yZcn
MCAYAAKSR 3I22RA MHZ N 0Nn3c
{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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QEE|£I fdzS 27

46201 +a 2y o
wl & YIFGSNRFE & yZnon
™ 2 MIYINRE 0S4 & cXcn
MCAYAAKSR 3I22RA MNP Hp Zp

Amount realized by selling of scrap and waste generated during manufacturing pgocéd8s000F-
From the above data you are requested to PREPARE Statement of Cost for RTA Ltd. for the year
ended 31st December, 2020, showing (i) Prime cost, (ii) Factory cost, (iii) Cost of Production,

(iv) Cost of goods sold and (v) Cost of sales.

PROBLEM 16 [RTR; NOV 20]
The following details are available from the of R Ltd. for the year ending 31st March 2020:

t I Nb Odzf | NE& I Y2 dzy
t dzZNOKIF &S 2F NI g YIFGSNRLEFTE A yn3ni
[ 2yadzY 6t S YIFGSNRI T & nxyn
5ANBOG ¢l 3Sa CnXni
[ NNA IS Aysl NR MXTH
2 3SEA2MBYLFY FyYyR &ad2NB 1 SSLISNI yZnn
hGKSNJ AYRANBOG ¢ 3Sa G2 FFOU02NR ai MZo0p
OELISYRAGIINE 2y NBaSINOK FyR RS@St 3 Bhcn
{FEFNE G2 | OO02dzyiilyida T SHAN
YL @2 OB GNAOdza2y (G2 9tC 3 9{L TZHN
/| 2340 2F TEWBENI HY 2N
t N2 RdzOs 2y LI I yyAy3ad 2Y0S SELSyasSa MH X C
{FLfFNBE (G2 RStAOSNE aidl da MM Z 0
LyO2YS GFE F2N) GKbdnl aasSaavySyid &SI N HZy N
CSSa (G2 adGlradzi2NE | dzRA (2 NJ YA
cCSSa G2 02ad I dzZRAG2NI ynz|
CSSa (2 AYRSLISYRSYyd RANBOG2NH dZnn
52y oe2yiyi@z2zylat NBfAST FdzyR MM
+fdzS 2F alfSa HXY HZ(
t2aA02Yy 2F Ay@HBHMEMNASE [ & 2y nwm
whk é al G§SNRAIf CIHN
T Tt TZyn
MCAYAAKSR 3I22RA MM 2
t2aio2y 2F Ay@&ghnH2ZINR SE & 2y owm

ti-%G
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From the above information PREPARE a cost sheet for the year endidth&h 2020
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ANSWERS

a. Cost Sheet for the month of April 2023

{1 wo{l ¢!

Particulars Amount Amount
0O 0 o 0
Raw material€onsumed:
Raw materials purchased 6,95,000
Add: Carriage inward 36,200
Add: Value of opening stock of raw materials 42,500
Less: Value of closing stock of raw materials (38,600) 7,35,100
Direct wages paid 3,22,800
Royalty paid for production 35,800
Amortised cost of special designs, moulds and pattert 12,800
O MpoXZcnn p MHDU
Power, fuel and haulage (factory)* 70,600
Prime Cost* 11,77,100
Salary and wages of supervisor and foremen 28,000
Gross Works Cost 12,05,100
Add: Opening stoctf WIP 42,500
Less: Closing stock of WIP (42,800)
Factory/ Works Cost 12,04,800
Research and development cost 31,680
Primary packing cost 6,920 38,600
Cost of Production 12,43,400
l RRY hLISyAy3a aaGg201 2F FA 20,125
units)
Less: Value of closing stock [(2,500+152;Q082,600) x (15,542)
(12,43,400+152000)
Cost of Goods Sold 12,47,983
Add: Administrativeoverheads 46,765
l RRY {SftfAy3 YR RAAUNRD 30,520
1,52,600)
Cost of Sales 13,25,268
Add: Profit (20% on Sales or 25% on cost of sales) 3,31,317
Sales value 16,56,585
{SttAYy3a LINAOS LISNI dzyAd o 10.86
C2NJ /! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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*May be taken as part of Factory / Works cost, however Total Factory Cost will remain the

sameL ¥ GF 1Sy a LINIG 2F FlLOG2NE O2aid GKSy | LN
Alternative Solution (Based on weikkLIN2 INBaad FAIdz2NE 2 F npzpn.
Hindi part of Question paper)
Particulars Amount Amount
0 U 0 U

Raw materials consumed:

Raw materials purchased 6,95,00(

Add: Carriage inward 36,20(

Add: Value of opening stock of raw materials 42,50(

Less: Value of closing stock of raw materials (38,600 7,35,10

Direct wages paid 3,22,80(

Royalty paid for production 35,80(

' Y2ZNIA&ASR O02ad 2F &aLISOAL 12,80(

153,600 + 12)

Power, fuel and haulage (factory)* 70,60(

Prime Cost 11,77,10

Salary and wages of supervisor and foremen 28,00(

Gross Works Cost 12,05,10

Add: Opening stock of WIP 45,50(

Less: Closing stock of WIP (42,800

Factory/ Works Cost 12,07,80

Research and development cost 31,68(

Primary packing cost 6,92( 38,60(

Cost of Production 12,46,40

|l RRY hLISyAy3 aia201 2F FTAYA 20,124

Less: Value of closing stock [(2,500+1,52;Q08P,600) x (15,580

(12,46,400+1,52,000)

Cost of Goods Sold 12,50,94

Add: Administrativeverheads 46,764

Il RRY {StftAYy3 YR RAA&UNROG dz 30,52(

Cost of Sales 13,28,23

Add: Profit (20% on Sales or 25% on cost of sales) 3,32,05¢

Sales value 16,60,28

{SttAy3a LINAOS LISNI dzyAd 6 108¢ 9
*May be taken as part of Factory / Works cost, however Total Factory Cost will remain theﬁ
same. IftakenakJs NIi 2F FIF OG2NB O2aid GKSYy LINAYS ok a

C2NJ /! FyR [a! yp
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t NBLI NFoa2y 2F [/ 2al {KSSOG FT2NJ/f
No. of units produced 50,000 unitsNo. of units sold= 45,000 units

Particulars t SNJ dzy ¢ 201 €
Direct materials (Working not€i)) 10.00 5,00,000
Direct wages (Working notgii)) 5.00 2,50,000
Prime cost 15.00 7,50,000
Production overhead (Working notéii)) 2.00 1,00,000
Factory Cost 17.00 8,50,000
Administration Overhead* (50% of Production Overhead) 1.00 50,000
Cost ofproduction 18.00 9,00,000
Less: Closing stock (50,000 umi#5,000 units) - (90,000)
Cost of goods sold i.e. 45,000 units 18.00 8,10,000
Selling cost 2.00 90,000
Cost of sales/ Total cost 20.00 9,00,000
Profit 15.00 6,75,000
{1 ftSa @Ir45000units) op P 35.00| 15,75,000

Working Notes:

(i) Direct material cost per unit of Disposable Mask = M Direct material cost per unit of Cloth Magk

=2M

Total Direct Materialcodt Ha P pnXnnn dzyAd&a b a =R000800VN =

+ 1,50,000M Or, M = 1250000 +250000 units

=5LJSNJ dzy Al ¢KSNBF2NBZ 5ANBOG YIFGSNRFE [/ 2ad

(i) Direct wages per unit for Cloth MaskW Direct wages per unit for Disposable Mask= 0.6W
So, (W x 50,000) + (0.6W x 1,50,000)7,00,000
w T p LISNJ dzy A i

CKSNEF2NBZ 5ANBOG YIFIOSNARFE /2adG LISNI dzy Al
t NERdzOGA2Y 2@0SNKSIR F2NJ /20K alai T H
3.
{GFrGSYSyd 2F [ 2ai
S. No. Particulars LY2dzy G| ! Y2dzy i
Opening stock of Ramaterial 10,000
Add: Purchase of Raw material 2,80,000
Less: Closing stock of raw materials (40,000)
Raw material consumed 2,50,000

{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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) Manufacturing wages 70,000

(i) Prime Cost 3,20,000
Factory/work overheads:
Depreciation on plant 15,000
Lease rent of production Asset 10,000

Expenses paid for pollution control and

engineering & Maintenance 1,000 26,000
(iii) Factory/Work Cost 3,46,000
Expenses paid for quality control check activ|
4,000
Research and Developme@bst 5,000
Administration Overheads (Production) 15,000
Primary Packing Cost 8,000
(iv) Cost of Production 3,78,000
Add: Opening stock of finished goods 28,000
Less: Closing stock of finished goods (50,400)
(v) Cost of Goods Sold 3,55,600
Advertisement expenses 1,300
Packingcostfor re-distribution of finished
goods sold 1,500
(vi) Cost of Sales 3,58,400

Valuation of Closing Stock of finished goods

378000 =+ 3000 units * 400 units = 50400

Cost per unit sold = 358400 + 200 + 3QCMO = 128 per unit
Selling price = 128 + 80% = 160 per unit

4.
/ 2a0 aKSSOi T2NJ GKS Y2yGK 2F {SLWGSYOSNI HAHM

b2d 2F o6F3& YIydzFlI OGdz2NBR ' mZInnn dzyiida

Particulars Total Cost Cost per unit
0 U 0 U

1. Directmaterials consumed:

- Leather sheets 3,20,000 320.00
- Cotton cloths 15,000 15.00
Add: Freight paid on purchase 8,500 8.50

{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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(i) Cost of material consumed 3,43,500 343.50
2.| 5ANBOG 613Sa 6 yn P HZIJ 1,60,000 160.00
3. | 5ANBOG SEX2DY0HQUE) 0 M~ 20,000 20.00
4. | (ii) Prime Cost 5,23,500 523.50
5. | Factory Overheads: Depreciation on machines 16,500 16.50
30 HHZnnzZnnn B drE:*>0 p
Apportioned cost of factory rent 98,000 98.00
6. | (iii) Works/ Factory Cost 6,38,000 638.00
7.1l [ Saay wSlFtAaalroftsS @I f dzS (5,250) (5.25)
8. | (iv) Cost of Production 6,32,750 632.75
9. | Add: Opening stock of bags 0
10. | Less: Closing stock of bags (100 bags x (63,275)
632.75)
11.| (v)Cost of Goods Sold 5,69,475 632.75
12.| Add: Administrative Overheads:
- Staff salary 45,000 50.00
- Apportioned rent for administrative office 12,000 13.33
13.| Add: Selling and Distribution Overheads
- Staff salary 72,000 80.00
- Apportioned rent for sales office 10,000 11.11
- Freight paid on delivery of bags 18,000 20.00
14.| (vi) Cost of Sales 7,26,475 807.19
5.
(a) Statement of Cost for the month of March, 2021
t I Nb Odzf | NE& LY2dzy (! Y2 dzy
OAO /220 2F al GSNRAFE [/ 2y a&dz
wk g YIFGSNRALFf & LidzNDKT A/smR0 0 MZCn
/' F NNAF3IAS Aysl NRa HZ
Il RRY hLISyAy3a aGd201 2F NIg ) ynz|
[ Saay /ft2aAy3d aiG201 2F NI g NX) HXZO0N
5ANBOG 21 3Sa MZHN
5ANBOG SELISyasSay
[ 2a0 2F &aLISOALFf RN gAyYy3 onzs|
| ANB OKIFNHSAa LI AR F2NJtfl yli HN S pnsJ
GAALO tNRYS /[ 2ad nznn
/' F NNAI IS 2y NBGdzNY cCXn
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{G62NBE 20SNKSIFRa o6mm: 2F YI I HO X |
CFOU2NE 2O0SNKSIRa 6nHm: 27F { y oy

| RRAa2y |t SELISYRAGIZINE F2NJ |

ONBFSNI g2NJ Ay3 y2iS0 HeM MMM
DNR2&aa TFlFOU2NER Ozal pIMp
| RRY hLISyAymE @I fdzS 2F 2 pnzl
[ Saay /fzamty3d @I fdsS 2F 2 ™NY
OAAALD 22NJak ClLOU2NB [/ 2ai pXnmMm
[ SaayY wSlttAalotS @FtdzS 2y i ™ 3N
OAQL [ 2al 2F t NPRdzOeaz2Yy pXoc
l RRYJISYyAy3 aid20] 2F UyAakSR Tt
[ Saay /f2aAiy3a aaz201 2F UyA; Tt
/| 2ai 2F D22Ra {2fR pXoc
| RYAYAAGNF a@S 20SNKSIRayY

al AYyiSylryOS 2F 2YOS o6dzAf RA HXn
{FEFNE LIAR G2 hYOS adld Hp X

[ S3If / KFNHSa HEp HOZ |
{St2&FHKSI RAY

OELISyasSa F2NJ LI NbOALI a2y A\ y Zn y Zn
S5Aa0NROdza2y 20SNKSIFRAY

5SLINBOAlI a2y 2y RSftADSNE O cIn

2} NBEK2dzaAy3 OKIF NBSaA MZp TZp
600 /2ad 2F {IfSa Py M

Alternative Solution

(ConsideringHire charges paid for Plant as indirect expenses) Statement of

Cost for the month of March, 2021

t I Nb Odzf | N& LY2dzyd ! Y2 dzyi
/] 234G 2F al G0SNRALFE [/ 2yadzySRY
wkg YIFEOGSNREFf A LIdZNOKREBRnNO H MZcCn
/' F NNXALF3IS Aysél NRA HNZ
l RRYJSYAy3 &ai201 2F NI}Yg YIGSN ynz|
[ Saay /f2aAay3d aag20]1] 2F N g Y N3 H>o0n
5ANBOG 21 3Sa MZHAN
5ANBOG SELISyasSay
/] 2al 2F aLISOALFf RN} GAY3 onzs| onz|
{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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t NAYS /2ai 0Xyn
| AN OKFNBSa LI AR F2NJtftlyl HN S|
/ I NNX NB & dzRy cIn
{G2NB 20SNKSIFRa o6mmE: 2F YIFGS HO?Z |
COG2NE 2@0SNKSIFIRa ounmx: 2F t N TCZ/
| RRAa2y Lt SELSYRAGddINE F2 N NB
G2NJ Ay3 y2G0S0 "M Meom
DNRPaa FlFOi2NER O2ail PEMM
l RRYISYAy3a gt dzS 27F 2 pnz|
[ Saay /f2amy3 QGFfdzS 2F 2 NI
22NJ ak ClFOU2NB [/ 2ai p>orT
[ SaaY wSIftA&Alo6tS @lfdzS 2y al PN
/| 2a0 2F t NPRdzOesa2Yy p>oH
l RRY hLISyAy3a aid201 2F UyAaks Tl
[ SaayYy /20 NVOKIK 2D2RTF Tt
/| 240 2F D22Ra {2fR PZOH
l RYAYAAUGNI a @S 20SNKSIFRAY
al AyadSylryoS 2F 2Y0OS o0dzif RAyYy 3 H XN
{FEFNB LIAR G2 hVYOS aidl Hp = |
[ S3Ff / KIFINBSa HXp HopS |
{StftAy3a 20SNKSIRaY
OELISyasSa F2N LI NEBOKALD »@Fy Ay y Zn y = n
5Aa0NROdza2y 2OSNKSIFRAY
5SLINBOAlI a2y 2y RSt ADBSNE Oy cC>n
2 NBK2dzaAy3a OKIF NBSa M3 p TIp
/| 2aG 2F {IfSa PEITT
Working Notes:
1. Number of Rectified units
¢201 t hdzd Lidzi yInnn dzy
[ SaayYy wS2SOGSR mumE: ynn dzy Al
C A Y ALANKESRRAZO (i TIHnNN dzy A
wWSOa USR dzyAilla omm: 2F UYAAKSR [THA dzyAilda
2. Proportionate additional expenditure on 720 units
= 20% of proportionate direct wages
' ndoun E 0 MZHNZANNKYZnnno THN

r HXMC AN

{Iwo{l ¢! C2NJ/! FtyR [/al! yp
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Cost Sheet for the Month of April 2020

Nb Odz |

t I NA 00
hLISyAy3 ai201 2F wlkg al GSNRI§ HNX |
I RRYZNOKF aSa owSHEENI 22NJAy3a b2GS MZcCp
[ SddevaAryd aiu201 2F wlg al GSNRL§ OHpZ
wlk g YFGSNAIFE O2yadzYSR MZcCn
Il REXNBOGO fl062dzNJ O2al M3 HN
t NAYS O2ali HEyY N
| RRY ORDNSANK S Ra MZ AN
DNRP&a 22NJa O02adi 0Zyn
I RRYJISY A yRYIEE BNS & HNY |
[éﬁa/tzamyJaza&B@a bonsz
22Nja [/ 2ad 0XTn
/| 2a0 2F t NPRdzOea2Yy 0XTN
l RRYISYyAy3a ad201] 2F UyAakKSR 3A22Ra pnz|
[ Sddraryd aiz292Ra8F UYyAAKSR 6cnz
/ 2aG 2F 3JI22Ra &az2ftR L
| RRBYSNIf YR [ RYAYA&AUNI a2y SELISY: My I |
|l RR®ffAy3a SELISyaSa HHYJ
/] 284G 2F &l fSa nxnn
t N2UG 9. 1 fFyOAYd OIAANBnanONIANIAN M3
{IfSa p=nn

General and administratioexpenses have been assumed as not relating to the production activity.

Working Note:
1. Computation of the raw material consumed

I Nb Odz |

t NE& 60
/] 2ald 2F {IlfSa nxnn
[ SMaDSYy SN}t FyR [ RYAYA&UNr a2y SEL My X
[ SMa{ St ftAy3a SRPRBRAEAISIRI/RAG 27T OHHZI
/234l 2F 3A22Ra 4a2fR oxcn
l'RR /f2aAy3d aG201 2F UyAakKSR 322K cnsl
[ SMahLISyAy3a aid201 2F UyAakKSR 322K Opnz
/] 2al 2F LINPRdzOs2ykDNR&aa 62Nja O2: 0ZTnN
'RR / f 2aAy I ReINPAINERTA 62 NJ onz|
[ SV ah LIJAYIi R YT 1RNB 2 NGB & a OHNZ
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22NJ] a Ozal 03Xy n
[ SMACF OU2NE 2@0SNKSIFR& OMIunInnn OMZInn
t NAYS O2ali HEyY N
[ SHa5 ANBOG f I 62 dzNJ OMIHAN
wlk g YFEGSNAIE O2yadzySR MZCn
H® [/ 2YLJdziit a2y 2F GKS NIY g YI GSNRI {
t I Nb Odzf I N&A 60
[ ft2aAy3a aa201 2F wlg al GSNAI Hp X |
l RRY 6 al GSNAIf O2yadzySR MZcCn
[ Sha¥ByAy3ad aiG§201 2F wlg al GSNRIf OHNZX
wlkg al GSNRFf LJzZNOKLF aSR MZcCp
1.
(a) Preparation of Cost Sheet for Super Pen
No. of units produced = 40,000 units
No. of units sold= 36,000 units
t I Nb Odzf I N& t SNJ dz ¢201M
SANBOG YIFGSNRAMDA&AELO2 2 NJ y OZHN
5ANBO0 ¢ ISanvor@nNy Ay 3 n MZCn
t NAYS O2al M H nxyn
t NP RdzOsa 2y 2OSNKBRARAGD?2 M @ ny |
CFrOU2NE [/ 2al M O PIHY
l RYAYAaGN a2y h@SNKSIR y OZHN
/| 2aG 2F LINRRdzOs2Yy H M yXny
[ SaayYy /t2aiAy3cad2ohnodz Tt oyns
/] 2aiGd 2F I22Ra az2tR A®S H M TZcCco
{StftAy3a O2al oc X |
/] 2a@al2Bak ¢2aGFt Ozad HH T
t N2 UG T & HEyY N
{1tSa @IftdzsS o on P oc 0 /1l M Iy I

Working Notes:
(i) Direct material cost per unit of Normal pen =M
Direct material cost per unit of Super per2M

Total Direct Material cost = 2M x 40,000 units + M x 1,20,000 units

Or,

{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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8,00,000 = 80,000 M + 1,20,000 M
Or,
M= 8,00,000/2,00,000 =4
Therefore, Direct material Cost per unit of Super pen =2x 8
(i) Direct wages per unit for Super penw
Direct wages per unit for Normal Per0.6W
So, (W x 40,000) + (0.6W x 1,20,0804,48,000
W = 4 per unit
(iii) Production overhead per unit =1,92,000/ (40,000 + 1,20,000) .20
Production overhead for Super pen 4.20 x 40,000 units = {48,000
* Administration overhead is specific to the product as it is directly related to direct
labour as mentioned in the question and hence to be considered in cost of production
only.
Assumption It is assumed that in point (1) and (2) of the Question, direcenms cost
and direct wages respectively is related to per unit only.

Note: Direct Material and Direct wages can be calculated in alternative ways.

8.
1. Calculation of Sales Quantity:
t I Nb Odzf I NJ Py AGa
t NP RdzOsa 2y dzyA il a MZ N
[ SESFSDanBFmInnInnn dzy Adao nsn
[ SddevaAy3d aiuz20]1] 2F UyAakKSR 322 p N
b2d 2F dzyAda az2fR hm 3 |
2. Calculation of Cost of Production
t I Nb Odzf | NJ I Y2 dzy
/] 234G 2F D22Ra az2ftfR 03AQSYy0 Ty SHC
| RRYf dzS 2F /f2aAiry3 UyA?KS‘Fje 3221 Cson
TYZHCcZnnnw@Raimmn daggpAniida E
/] 2al 2F t NPRdzOea2Yy YHZIpC

3. Calculation of Factory Cost

t I Nb Odzf I NJ I Y2 dzy
/234G 2F t NPRdzOa 2y YHIpC
[ Saay vdz tAde /2yiNRE /[ 2ai ™ NN
[ SaaY wSaSINODK FyR 5S@Sft2LSyl ™ZpAN
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Il RRY / MSRR @ SNA IS ME FOND L&k 8YA & O0d

dzyAta P m:> P cmM0 Henn
CFOU2NR [/ 2ai ynIpi
. Calculation of Gross Factory Cost

t  Nb Odzf I NJ I Y2 dzy
/[ 2a0 2F CIFOUl2NER [/ 24&af ynzpi
[ SaaY hLISYyAy3 22N] Ay t NRrOSaa ™ XN
Il RRY / f 2 atANEHOS 23N A Y pXnn
/| 234G 2F DNRaa ClIOG2NE /24i y 0o3pi
. Calculation of Prime Cost

t I Nb Odzf | NJ I Y2 dzy
/| 234G 2F DNRaa ClIOG2NB /24&i y 03p
[ SaayYy /2yadzYlofS aad2NBa s &Ll NB OZpn
[ SaaYy [SFaS NByidlt 2F LINRRdzOa2Y ™ X NN
t NAYS / 2ai Ty Zni

. Calculation of Cost of Materials Consumed & Labour cost
Let Cost of Material Consumed = M and Labour cost = 0.5M

Prime Cost = Cost of Material Consumed + Labour Cost 78,00,000 = M + 0.5M

M = 52,00,000
¢CKSNBT2NB> /2adG 2F aldSNRARFE /2y&adzySR T
[ F02dzNJ / 2ai( T HCXNNIAAnN
(i) Calculation of Value of Materials Purchased
t I Nb Odzt I NJ I Y2 dzy
/[ 2ald 2F alGSNARIf [/ 2yadzySR PHZAI
Il RRY I fdzS 2F /t2airay3a adagz2o0] HX (QH
[ SaayY =l fdz2S 2F hLISyAy3a aidz2o0] ™ X NH
+fdzS 2F al GSNAIFfa t dNOKF&aSR PHZPI
(i) Cost Sheet
{ f|t I Nb» Odzf I N&A ¢c20F € 0
M|5ANBOG YFEGSNREFfa O2yadzyYSRY
hLISyAy3 {201 2F wlg al GSNRAL HXnH
| RRRRAoa2yak t dzZNOKF&asSa wolfly pHZp
[ SddvaAry3ad adGd201 2F wlkg aldSN O6HIDH
al GSNRAFf /2y adzySR PHZIAI
H{5ANBOG SYLX 28SS o60flo02dzND 024 Hc I
Ot NAYS /240 OomMbHD TY >SN
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n|! RRENJ ak ClFOi2NEB hOSNKSI Ra / oXpn
[ SFaS NByid 2F LINPRdAzOa2Yy | 4a§ H>Nnn
p | DN2&aa 22NJ]a /2ad 6obno y 03Xp
c |'! RRYJSYAy3a 22N] Ay t NRPOSaa H>Nnn
T|[ Saay /f2aiAy3d 22N] Ay tNRBOSE opxInn
y [22NJ] ak CIFOimNE /2ai opbec ynzpi
d|! RRYz- £t AGe /2y(iNRBE /2adl HZNN
Ma! RWB8aSFNODK |yR 5S@St2LIYSyd [/ HZpn
MM[ SANBRAG F2N wSIORDRBNASHKYONE O6HInn
MH/ 2a0 2F tNPRudeQoe 2y O0ybdbmn YHZIPC
Mo! RRYISYAy3 aiG20]1] 2F UyAakKSR 3 T
mn[ Sddevaiyad aidz201 2F UyAakKSR 3 é6nZon
Mp/ 240 2F Daamao{ 2t R TYy ZHC
Mc! RRRYAYAAGNI oS hOSNKSIFRA 0L HXHN
MT! RRBO2YRI NBE LI} O1Ay3 MYy H
My ! RR8TfAy3 h@BSNKSI Ras 5Aa0NAG nImo
Mmd/ 2aid 2F {IfSad o6mMpbMcbMTbMyDU ycznp
Hat N2 UG MO Zcp
HM{ £ Sa dm=mmm da35NI K A MZNnnX
b P
/280 {KSSO 2F aka ! NBSSol t@iod [GR® F2NJ i
Normal Capacity: 36,000 units p.a.
o azyiKa ® a2yiKa
CFNDB Odsf | NE npnn !)/7\ HMZCI‘I!‘I,dZy'
l'Y2dzy|/ 2au LY ! Y2dzy / 2au LI
(oJ¥] 00 00 00
S5ANBOG YIFGSNRI YR yZcn
[ Saay { ONJ LJ OHHZI OMZIny
al USNAIf& O2ya MEZpT og TXIpcC op
5ANBOG 2 3Sa MZnn OH cXIny 0 I
t NAYS /2ai 0OXnMm cCT MnZnrn cq
Cl OG2NE 20SNKS
nmCA ESR hn I HETAN
™l NRFOfS np s 4 HXMC
™ SYA OFNARIO6ES HT X od MIpwm H
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22Ny a [/ 2ai nco MA| HAZn W dn
' RRY ' RYAYA&GN MZH® HY oXyy M Y
/234G 2F t NRRdzO pdo MOM HMNZOJ M M H
{StftAy3a h@OSNKS 0ocC 3| y| MZITH y
/2aid 2F {IfSa CIHWD MOGI HC X/ H MH N
Working Notes:

i) Calculation of Costs:

LY2dzy0id o LY2dzy0i o
alk GSNAFE |mZynZnnn o nn lyScnZnnn 6 nn
2] 3Sa MEInnnnn o6alE® |(cEnyZnnn O6HMCAI

dzy Aa T MZ0p 3
P o Y2yidiKa T
+ NAFO6tS |npXnnn o Mn PR |HZmMcZnnn O M
{ SWAE NRIFOoflHTXnnn o MEZINYy3IMZIPMZIHANWO M X
MH a2y iKa MH a2y iKa
bncXyAan&T 2Ny ONEB
bHoOZnAnnoT 2N mIE:?
{SttAy3a hlocZnnn o y P nqMITHIynno y PR

Notes:

1. Alternatively scrap of raw material can also be reduced from Work cost.
2. Administrative overhead may be treated alternatively as a part of general overhead. In that
case, Works Cost as well as Cost of Production will be sametj&8,500and Cost of Sales

will remain same as 6,29,100.
i) Calculation of Selling price for ninmonths period

t I Nb Odzf | NE& I Y 2 dzyDi
¢c2a1rt /2ad 2F alfsSa OCXHMPEIMANH OHZOWM
l RRY 5SAANBR LINRUI yITC
¢c2a01rt artsSa @t dzS nMmzny
[ Saay {IfSa @IfdzS NBFftA&ASR Ay UN TT2ZpPH
{1tSa8 +tNBUzEA&BSRo&Yy YSEG yAyS Y2y onzpgd
b2d 2F dzyAta (G2 o0S az2tR Ay ySEU HMZ
{StftAYy3a LINAOSIPIESNINdzyiAp HMIcnn dzy M C

|--

0

o
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10.

Cost Sheet for the quarter ending 30 September 2018:

t I Nb Odzf | NE& I Y 2 dzyD
GA0 wl g OBl &ESINISIRE a
hlLISyAy3 aa201] 2F Nrg¢g YIFEGSNRLET & HEnp
Il RRY t dzNODKIF &S 2F YIFUSNRIFf & MHZHH
[ Saay /t2aiAy3 adGd201 2F NIYg YIGSI GHZIny
wlkg YIFGSNRARFf A O2yadzySR MH X C Jl
' RRY 5ANBOG BMTHS® 6mMInTtInnn HEXpT
5ANBOG 9ELISyasSa MZyn
OAAOOR AR YS MC T
l RRY CIOU2NE 20SNKSIFR&a OHIPTIHD/ MZnT
DNRPaa ClFOUG2NEB Ozal MY =1
Il RRY hLISEHIKNE O A K] MZ TN
[ SaayY |/ t#2ENMB/AS &2 NJ OMZ n
GAAAD CIFOG2NE O2ai My S HQ
' RRY ' RYAYAAUNI o2y Z2@OSNKSHRHE 00 M Mn 3
' RRY hLISYyAy3a aG201 2F UYyAaKSR 3 0ZMnN
[ Saay /f2aAay3d aG201 2F UyAaAakSR OHZTDp
OAQL [ 2ald 2F 3A22Ra az2fR MYy ZTp
' RRY {SffAy3d 9 RAAGNAOdza2Yy 2 QDBSNJI cnsl
/| 2aG 2F alftSa M®BZonp
600 bSG t NRUG HEXT P
{IfSa HHZMIJ

*(18,75,000 + 2,75,0003,10,000¢ (1,47,000 x 10%) + 1,90,090,70,800¢ (2,57,250 x 100/175%)

-1,80,000¢ 2,57,250 + 2,08,0002,45,600) = 12,22,650
Working notes

Purchase of raw materials = Raw material consumed + Closing stpekingstock of raw material

Raw material consumed = Prime ceSBlirect wages Direct expenses
Factory Overheads = 2,57,250 x 100/175

Prime cost = Factory cost + Closing Wening WIR, Factory overheads

Factory Cost = Cost of Production goods sold +rfglasock of Finished good€Opening stock of

finished good€ Administrative overheads
Net Profit = SalesCost of sales.

{I1Two{l ¢! C2NJ/! FyR /a! py {1 wo{l
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Alternative solution: (NOV 18)
Cost Sheet for the quarter ending 30 September 2018:

t I Nb Odzf | NE& I Y 2 dzyD
GA0 wl g OBl &ESINISIRE a

hlLISyAy3 aa201] 2F Nrg YIFEGSNRLFT & HEnp
Il RRY t dzNODKIF &S 2F YIFUSNRIFf & MHZOT
[ Saay /f2aAiy3a aiaz201 2F NIg YI GSNR GHZIny
wlkg al GSNAFE O2yadzYSR MHZTT
Il RRY 5ANBOG ¢6F3ASEA OMINnTINANnANPRMT pis HEIpT
5ANBOG 9ELISyasSa MZyn
OAAVLORHAYS MT S MH
l RRY CI Oi2NE 20SNKSIFIR& OHIPTIHPAK MZnT
DNRPaa ClFOU2NEB Oz2al My Zpd
Il RRY hLISHHIKE O& A K] MZ TN
[ SaayY / t#ENB/AS &2 NJ OMZ n
OGAAAO CIFOUl2NR O2ailikg2N]a 02aiGk02a MYy Z 1
l RRY hLISEFYyHyaAGaXKCGR 3I22RaA 0ZMnN
[ Saay /ft2aAray3d aag20] 2F UyAakKSR 32 OHZTDp
OAQL [ 2ald 2F 3A22Ra az2fR MYy ZTp
I RR l RYAYAAaUNI a2y 2O0SNKSIRa 06mmE:? M I
l RRY {SffAy3d 9 RAAGNAOdzma2Yy 2OSNKS cnsl
/| 2aG 2F arftSa MpZnd
GO0t BB UG HXCn
{IfSa HHZMIJ

*(18,75,000 + 2,75,0003,10,000 + 1,90,00€1,70,800¢ 1,47,500- 1,80,000¢ 2,57,250 + 2,08,000
¢ 2,45,600) = 12,37,350

Working notes:

Purchase of raw materials = Raw material consumed + Closing stpeking stoclof raw material
Raw material consumed = Prime ceBlirect wages Direct expenses

Factory Overheads = 257250 x 100/175

Prime cost = Factory cost + Closing Wening WIR, Factory overheads

Factory Cost = Cost of Production goods sold + Closinga§téakished goodg Opening stock of

finished goods '8'

Net Profit = SalesCost of sales qn
iz
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11. Cost sheet
''yAGa LOMB RdzOS RdpyiXmn & 2mRRo dzy A G a
t I Nb Odzf | NE& I Y 2 dzyD
wkg YIFOGSNREFf A LJzNOKIF aSR NMHZHA
l RRXBAIKG Lysgl NR MZ AN
' RRYJSYAy3 @FtdzS 2F NI g YIFOGSNARLIT A HXHY
[ SddRvaAy3d GFfdzS 2F NIg YIGSNRIFTE & boZnp
nHZNY

[ SdaYS 2F &aONILI 2F YIFGSNRI§ y XN
al SNAFf&a O2yadzyYSR NHZMNIJ
5ANBOG 21 3Sa omMHIpcIann b MIPAIAAN Mn 3
t NAYS /2ai pcxng
C O2DEINKSIFRa o6HmE: 2F tNAYS /2400 MMZH(
l RRYISYAy3a it t dzS 27F 2 M2 H
[ SddvaAy3d ndl f dzS 2F 2 dMInn
CHrOG2NR [/ 2adl CYSHT
|l RRRYAYAAUNF a @S 20SNKSI Ra MZTO
/| 234G 2F t N2PRdzOsa 2y TN ZnN
| RRYf dzS 2F 2LISyAy3 UyAakKSR aidz20] cIny
[ S&&YdzS 2F Oft2aAiy3d UyAakKSR aidzo0]
WPANOTAIANZIANAKMAZAN AQGVMN XAV pwE AT c NMOZ n6CM| OpPZOH
/| 2ali 2F D22Ra {2fR TNZTC
5AaGNAROdze2y SELISyasSa omc P mMnImpo HXHC
/[ 2ald 2F {lfSa TOZXNH
t NeoUd £ F yOAy 3 U3IdzNB O Mn3ng
{FfS&8 o6cmMy P mMnImpo dzyAdGao yTZncg
MH ®

/280 {KSSO 2F ! [GR® F2NJ GKS Y2y

t I Nb Odzt | N& LY2dzyd ! Y2dzyi
al i SNAFfa O2yadzySR Mp AN
21 3Sa g {Ifl NE cnnn
DN} (dzAa e 9 fSIF@S SyOlFakKySyil nNIHA MZny 2
t 26SN) 024G omoXnnn (8K P T M3 J C
5ASasSt Ozald omInnn f4ON PR o o 3 J MZyn e
|l 9aa KANAY3I OKIFI NHSa MO X /N
{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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t NAYS /2ai MZ0y X J
la/ O2ad 2F // ¢+ AyadagrtftSR | MY 3 J
/280 2F t NRBRdzOe2yk /240G 27F D MZ0y Z§
| ANAY3 OKINBS& 2F OIF N& ynzj
WSAYOodzZNESYSyld 2F RASaSt 02ai HNYJ
M2 NN
| RRY D{¢ Xp» 2y w/a o0l anra p=n MZNp
al AyaSylryoS 02ai FT2NJ 6SAIKAY TN
la/ O2ad 2F // ¢+ AyadagrtftSR | cCXn MO 3 J
¢!k 5! 0AtK2 RSt altSa YIFylF3aSNJ MC X J
/[ 2ald 2F {IfSa M0 M|
13.
[ 1 £OdzE I GA2Yy 2F /2alG 2F t NPRdzOGAZ2Y 27F
t I Nb Odzf | N& I Y 2 dzy
wkg YIFOGSNRFf A LJzNOKIF &SR cnzni
l RRY hLISyAy3a aidzo0] HEIYyYy
[ Saay /ft2aAray3d aiagz2o0] onxnc
al 0 SNALFf O2yadzySR CHZXMNH
2] 353 LI AR HOZHI
t NAYS O2al ypZcH
WSLIF AN FYR YFAYOdSylryOS Oz2ail 27F LIk by n
Ly adzN} yOS LINBYAdzY LI AR F2NJ LX Iy hc = |
vdzl f AGe O2yiNBE O2al yCc X
wSaSINOK g RS@St2LISyid 02ali DH I
l RYAYAAUN) @S 20SNKSIFRA NBftlFGSR ¢ b= nn
MZNT 2]
l RRY hLISyAyimE O fdzS 2F 2 nnc
[ Saay /f2amy3 @GFfdzS 2F 2 6¢cZnH
MZNPp ZH
[ S&aaY ! Y2dzyi NBFIfAaAaSR o6& &aStfAiay3 O3+
l RRY t NAYOANRG LI Ol Ay 3 M Iy
/| 234G 2F t N2PRdzOa 2y MZnp Xt
Notes:

(i) Other administrative overhead does not form part of cost of production.

(ii) Salary paid to Director (Technical) is an administrative cost.
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Cost Sheet

t I Nb Odzf | N& Y AU ! Y2dzyi
al GSNAI €
hLISYyAy3 aidaz o] M J bz n
Il RRY t dzZNDKI aSa nol nnXImnj
[ Saay /f2aiy3a aiaz 0] OMZ| OMIpPTJY

ny 2 NoZnH?2
[ SaaY b2NXYILft gl aidlr3asS 2F YILGS OH OMO Zp
al GSNAFE O2yadzySR NoXHMd>
S5ANSYOUI 2eSSUa gt 3Sa yR ff2¢ cIyyz=
S5ANBOUG MPERISYASALI AR F2NJ LINER oXcnz
t NAYS O2al ny > poXyH]
CFOl2NER H@YNKANHIRE S ai2NBaz R OSNHSZ
DNR2aa 22NJa /2adl ny s pTXZHN]J
| RRYJSY Ay 3 2Lt HX] MZITpX
[ Saay /ft2aAay3a 2Lt OMX oOdnzp
CFrOU2NEKk22N] a /24ad ngpz pyZnp:
|l RYAYAaidNI a2y h@SNKSIRa NBf I oXMp X
wg5 SELSyasSa yR vdztAde 02y HXMAZ
I RRY t NA Yl NEB LitOnln A ALSENI Qiyaadil TINnpzI
/] 234G 2F LINRPRdzOa2Yy ngpz Tnoc:3
{SftftAy3a SELSyaSa nyns
/] 2aG 2F YIFIAYOGlFLAYyAy3a 6So0aras CnzT
{ SO2yRIFNE LI O1F3Ay3a Ozail X nops MXZMADX
/| 2aG 2F artsSa TCZPM?
I RRWR UG X wmw: 2y altSa 2N vup MO HH 3
{FfSa @It dzS hbc I mn
Mp P
{GFGSYSyG 2F /2aiG 2F WESOBYRGNIE2NINGKS
{ f t I Nb Odzf | N& I Y2 dzyDi ! Y 2 dzyDi
b 2
GAlalF GSNRAIE /2yadzYSRY
wlk ¢ YIFOGSNAFE A LJHzZNOKIF aSR PEXnNnz
MCNBAIKIG Aysl NR M H A
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l RRY hLISyAy3a aiG201 2F NI g MAZ N

[ Saay /t2aAy3 aid201 2F NI g| oy>snapImnzy
OA|5ANBOG SYLX 28SS ot o2dz2NbV O

mlF3Sa LIFAR (2 FFOU2NE 62N]J HpPp ZHI
OAI5ANBBWISYasSay

mw2elfde LI AR FT2N LINPRdzOa 2y wMXZyn

M Y2dzyd LI AR F2NJ LIR2oSNI 3 Fd oZpn

W26 OKIFNHSA& LIAR G2 220 92 oXIwmn yZnn

t NAYS /24ai pInnzi
OAl22N] ak CIFOUl2NE 20SNKSIFRaY

M G2NBa yR aLl NS& O2yadzYSE mMIwmn

wSLIANE 9 alAyiSylryOS LI} AR nnsj

myadzN» yOS LINBYAdzy LI AR F2N Hy S §

myadz2NF yOS LINBYAdzY LI AR F2N MYy 3\

MELSYy&asSa LI AR F2N LRt f dze 2y oc 3|

YFEAYGdSylyoOS HZ0O0

DNRPaa FlFOi2NER O2ail pXnc X

!l RRY hLISyAymE @I fdzS 2F 2 yzcn

[ Saay /ft2amty3 @Ol fdzS 2F 2 6c3cn

CFrOU2NE [/ 2al pIny i
0G|vdzl t Ale O2y iUNRf Oz2aly

MELISyYyasSa LI AR ORIl del & aAdings My = J
0 /wSaSI NOK g RS@Stf2LIYSyid 024 HNX

LINE RdzOsa 2y LINROSaa
601 Saay wSrfAaloftS @FftdzsS 2y ony =
6 PA! RRY t NAYINE LI O1AYy3 O2ail ncsxj

/] 2a0 2F t NPRdzOea2Yy pPEIn X

' RRY hLISYyAy3 aiG201 2F UyAaA MHZ N

[ Saay /f2aAay3d aag201 2F UyA OMnIp

/| 2a0 2F D22Ra {2fR PPy
OA|! RYAYA&AUNY a@S 20SNKSI Ray

™SLINBOAlFI a2y 2y 2YOS o6dzi f RA pnsj

™t NEDESYF AN fi2al yI ISNJI cInn

mcSS LI AR (2 AYRSLISYRSYG RA MIHun y M
GE[{SffAYy3a 2OSNKSIRAY

wSLIANE 9 alAyiSylyOS LI} AR HNX
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M FfFNE LI ARIIgaas yaEHBNSay3d pXcn
m SNF2NYI YOS Ro #iYdza& I £ Sa adli mMZun TN
GE/5A40GNKNOdze2y 20SNKSIF RAY
m Ol Ay 3 OziAia LMRRIzF2\WI NE U ynzJ
/2aid 2F {IfSa pIcczIi
16.
Statement of Cost of R Ltd. for the year ended 31st March, 2020:
t I Nb Odzf | NE& l'Y2di! Y2 dzy
0
al USNAIFE /2yadzyYSRY
wl & YIFGSNRFf A& LIzNOKIF &SR ynsnr
W I NNAF3IS Aysl NR MZT H
l RRY hLISyAy3a ad201 2F NIg YL CIHN
[ Saay /t2aAy3 ai201 2F NIg Yl ({ énZcn yTZoH
5ANBOG SYLX 28SS o6tlo2dz2Nb 024l
™ANBOG 41 3543 cCnnn
MYLIdeSBY INROdza 2y (26 NRa t C TZIHAN| CTZHI
5ANBOG SELSyasSay
W 2y adzYFofS YIFGSNRIf & nxyn
w240 2F LIR2oSN) g FdzSt HYZXNnn OHZY I
t NAYS /2ai MZYT X
22NJ] ak ClIOG2NE 20SNKSIRAY
| 3Sa G2 F2NBYlIYy FyR ad2NB 1S y=Inn
mMmGKSNI AYRANBOG ¢+ 3Sa G2 FIL0G2 wmIop DT Pp
DNRaa FlFOl2NER O2ail M T >
l RRY hLISyAyimE O fdzS 2F 2 TZyn
[ Saay /f2amy3a GFfdzS 2F 2 6ccn
CIrOG2NRB [/ 2ail MZdy =
wSaSFNOK 3 RS@St2LIYSyd Ozad LI
LINE OS aa b cn
t N2 RdzOsa 2y LI I yyAy3ad 2Y0S SELISY MHZ C
/| 2a0 2F t NPRdzOs2Yy HXHANZT
' RRY hLISyAy3a aiag201 2F UyAakSR MnN I
[ Saay /ft2aAay3d aag201] 2F UyAaks Oy n
/| 2a0 2F D22Ra {2fR HEXIHPpZ/
{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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l RYAYAAaUGN a3S 20SNKSIFRAY

™ FEFNRE G2 FOO2dzyil yia TZHN
ncSSa (2 adF ddzi2NRB | dzRA G2 NJ MZYy N
nmcSSa G2 O2ad | dzZRAG2NJ ynz|
mcSS LI AR (2 AYRSLISYRSYyd RANBQG dInna| MpIH
{St2RFHKSI Rag 5AaA0GNROdza2y 2085
M IFfFNE (G2 RSTEAOGSNE aidlda MM 30l
[ 2ad 2F {IfSa HEXpY > |
t NPUG ook fFyOAy3d U3dzNBO HNXnH
{tSa HXY H X

Note: Income tax and Donation to PM National Relief Fund is avoided in the cost sheet.

Tt wSp
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CHAPTER OVERHEADS

t! we¢ Y
t wh. [ch¥ 6 adp, adloNJ a v
Beta Limited produces 50,000 Units, 45,000 Units and 62,000 Units of product 'A', 'B' and |'C'
respectively. At present the company follows absorption costing metudi absorbs overhead on

L/ 'L t!{¢ 9-1a v 9{e¢Lhb{

the basis of direct labour hours. Now, the company wants to adopt Activity Based Costing
The information provided by Beta Limited is follows:

Product A Product B Product C
Floor Space Occupied 5,000 Sq.Ft. 4,500 Sq.Ft. 6,200Sq.Ft.
Direct Labour Hours 7,500 Hours 7,200 Hours 7,800 Hours
Direct Machine Hours 6,000 Hours 4,500 Hours 4,650 Hours
Power consumption 32% 28% 40%
Overhead for year are as follows:
Rent & Taxes 8,63,500
Electricity Expenses 10,66,475
Indirectlabour 13,16,250
Repair & Maintenance 1,28,775

33,75,000

wSlj dzA NBRY

0 A Qalculate the overhead rate per labour hour under Absorption Costing.

0 A Rrépare a cost statement showing overhead cost per unit for each preddctB' and 'C' as
per Activity basedCosting.

t wh. [cBayY o6chhztaHN] ao
'{t [GR® A& GKS YIydzZFlI OGdzNENJ 2F WR2dzo0f S 3INR L
undertakes three different jobs namely, Vulcanising, Brushing and Striping. All of these jobs require

the use of aspecial machine and also the aid of a robot when necessary. The robot is hired from

2dziaARS YR 0KS KANB OKIFNHSA LI AR F2NJ SOSNE |aA
relating to the special machine is given below:
1 Rentforaquarteris My Znnno
T ¢KS 02ad 2F (KS aLISOALFf YIOKAYS Aa MPZHMSJ

straight line basis.
1 Other indirect expenses are recovered at 20% of direct wages. ¢
The factory manager has informed that in the coming year, the ®t&INB Ol ¢ 3Sa & 7\&
which will be incurred evenly throughout the year .

U F95 U
—n
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During the first month of operation, the following details are available from the job book: Number
of hours the special machine was used

Jobs Without the aid of the robot With the of the robot
Vulcanising 500 400
Brushing 1000 400
Striping - 1200

You are required to :

(i) Compute the Machine Hour Rate for the company as a whole for a month (A) when the robot
used and (B) when the robot is not used.

(i) Compute the Machine HowRate for the individual jobs i.e. Vulcanising, Brushing and Striping.

t wh. [cBYaa !0, c¢mm al NJ ao

In a manufacturing company, the overhead is recovered as follows:

Factory Overheads: a fixed percentage basis on direct wages and Administrativeamserh fixed
percentage basis on factory cost.

The company has furnished the following data relating to two jobs undertaken by it in a period.

Job 1 Job 2
o0 0 o0 0
Direct materials 1,08,000 75,000
Direct wages 84,000 60,000
Selling price 3,33,312| 2,52,000
Profit percentage on total cost 12% 20%

You are required to:
(i) Compute the percentage recovery rates of factory overheads and administrative overheads.

(i) Calculate the amount of factory overheads, administrative overheads and profit for each of the

two jobs.
(iif) Using the above recovery rates, determine the selling price to be quoted for job 3. Additional
data pertaining to Job 3 is as follows:

Direct materials 68,75(
Direct wages 22,50(
Profit percentage on selling price 159

t wh. [cB¥ ®HMAN/ al NJ ao

XYZ Ltd. manufactures a single product. It recovers factory overheads atR frél SNIY A Yy SR

20 per manday. K

During the year 20221, the total factory overheads incurred and the radays actually worked were &
3550 lakhsand 1.50F { K Rl 28& NBALISOGA@GSted hdzi 2F GKS
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AY NBALISOG 2F ¢ 3Sa F2NJ AaGAO01 LISNAR2R | yR M P
in this current year. During the period, 50,000 units were sold. At the @nthe period, 12,000
completed units were held in stock but there was no opening stock of finished goods. Similarly, the

=

e

[¢)

was no stock of uncompleted units at the beginning of the period but at the end of the period ther
were 20,000 uncompleted unitghich may be treated as 65% complete in all respects.

On investigation, it was found that 40% of the unabsorbed overheads were due to factory inefficiency
and the rest were attributable to increase in the cost of indirect materials and indirect labour.
Yau are required to:

(i) Calculate the amount of unabsorbed overheads during the year 220

(i) Show the accounting treatment of unabsorbed overheads in cost accounts and pass journal eritry

PROBLEM 5: (JUL 2t 5 Marks)
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Repairs and Maintenance (including consumables)obfte value of all the machines.
Prepare a statement showing the comprehensive machine hour rate for the machine shop.
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The expenses are as follows:
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The expenses of Service Departments are allocated as under:
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M/s. NOP Limited has its own power plant and generates its own power. Information regarding

power requirements and power used are as follows:
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out of which 4.20 lakhs was considered as fixed cost.
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Service department X renders services to departments A, B, and Y in the ratio of 6:4:2 whereas
department Y renders services to department A and B in the ratio ofheldirect labour hours of
department A and are 67500 hours and 48750 hours respectively.

Required:

1. Prepare overheads distribution sheet.

2. Calculate factory overhead per labour hour for the dept. A and dept. B.
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Required:

i. COMPUTE overhead absorption rate per production lod@ach production department.

ii. DETERMINE the total cost of product X which is processed for manufacture in department P1; P2
YR to FT2NJp K2dzNAX o K2dzZNE FyR n K2dz2NA NFalL
12,500 and direct labour cost is7,500.

t wh. [¢cma Y ow¢t a!, HMO

A manufacturing unit has purchased and installed a new machine at a co24¢90,000 to its fleet

of 5 existing machines. The new machine has an estimated life of 12 years and is expected to realise

90,000 as scrap value at the end of its working life.

Other relevant data are as follows:

i. Budgeted working hours are 2,496 based on 8 hours per day for 312 days. Plant maintenance
work is carried out on weekends when production is totally halted. Thenastid maintenance
hours are 416. During the production hours machine-gptand change over works are carried S?)
out. During the setp hours no production is done. A total 312 hours are required for machine E:_'-:'
setups and change overs. L
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il. An estimated cost of matenance of the machine is2,40,000 p.a.

iii. The machine requires a component to be replaced every week at a co2,400.

iv. There are three operators to control the operations of all the 6 machines. Each operator is paic

30,000 per month plus 20% fringpenefits.

v. Electricity: During the production hours including-sgthours, the machine consumes 60 units

per hour. During the maintenance the machine consumes only 10 units per hour. Rate of

electricity per unit of consumption is6.

vi. Departmental and gemal works overhead allocated to the operation during last year was

5,00,000. During the current year it is estimated to increase by 10%.

Required:

COMPUTE the machine hour rate.
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(The foreman and the attendant control all the three machines and spend equal time on them.)
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There are 12 holidays besides Sundays in the year, of whiclwén@on SaturdayShe

manufacturing department works 8 hours in a day but Saturdays are half days. All machines work
90% capacity throughout the year and 2% is reasonable for breakdown.

You are required to:

1 Anincrease of 15% in the price of sppeets.

1 Anincrease of 25% in the consumption of spare parts for machine 'B' & 'C' only.

1 20% general increase in wages rates.

PROBLEM15: (RTP MAY 20

ABC Ltd. has three production departments P1, P2 and P3 and two service departments S1 and $

The follaving data are extracted from the records of the company for the month of January, 2020:
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Other Information:
t I Nb Odzft | N& t ™ t H t o { ™ { H
5ANBOG ¢ 3Sa 0 0| oZTp| HEIPpAN| OZTP|MIYyT| CHZIJ
| 2NRS t26SN 2F a c 0/l p 7 M 7l T
/2840 2F YIFIOKAYSN(onZnAnNAZIAAPASAAHIPA|HIPA
Ct22Nd &liLd OB H X HXp oXn| HZInN p N
bdzYoSNJ 2F € A3IKU M 7l M [ H T M i p
t N2 RdzOsa 2y K2 dzNA C ZH nxn nm Tt Tt
Expenses of the service departments S1 and S2 are reapportioned as below:
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Required:
i. COMPUTE overhead absorption rate per production hour for each production department.
ii. DETERMINE the total cost of product X which is processed for manufacture in department P1; P2
and P3 for 5 hours, 3 hours and 4 hours respectively, given that its direct material ®&586
and direct labour cost is3,750. snl
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Production and sales data of the concern for the first six months are as under:
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The actual machine hours worked during the period were 3,000 hours. It is revealed from the analy
of information that 40% of th@ver/underabsorption was due to defective production policies and
the balance was attributable to increase in costs.

You are required:

i. To determine the amount of over/ under absorption of production overheads for the period,

ii. To show the accounting treatmeé of over/ underabsorption of production overheads, and

iii. To apportion the over/ undeabsorbed overheads over the items.
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The Union Ltd. has the following account balances and distribution of direct charges on 31st March,
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Overheads to be apportioned:
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Thefollowing data were compiled by means of the factory survey made in the previous year:
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Expenses charged to the stores departments are to be distributed to the other departments by the

following percentages:

Machine shop 50%; Packing 20%; General Bla¥A;

A General Plant overhead is distributed on the basis of number of employees.

i. PREPARE an overhead distribution statement with supporting schedules to show computation|
and basis of distribution.

ii. DETERMINE the service department distributiosibnultaneous equation method.

{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf

Bl
U FHSI

[72)

Ny



| b{29w{

M @
6K0t Odzf 2y 2F hOSNKSFR NI GS LISNI K2 dzNJ
TotalOverhead:
Totahours
§%§§? Mpn LISNJ K2 dzNJ
OXNANU GSYSYy(l aKz2gAy3d 20SNKSIFIR 02340 LISNI dzyA i
Product
Overheads CostDriver Total A B S
Rent & Taxes Floorspace 8,63,500, 2,75,000| 2,47,500] 3,41,000
(50:45:62)
Electricity Power Consumption| 10,66,475| 3,41,272| 2,98,613| 4,26,590
(32:28:40)
Indirect labour | Labour hours 13,16,250, 4,38,750| 4,21,200| 4,56,300
(75:72:78)
Repair& Machine hours 1,28,775 51,000 38,250 39,525
Maintenance (600:450:465)
Total Cost 33,75,000 11,06,022| 10,05,563| 12,63,415
Units 50,000 45,000 62,000
Cost per Unit 22.12 22.35 20.38
HO
22NJ AY3 y20Say
A @Total machine hours us500
opnn b mMZaann b nan b nnann b MZHAAU

A A Ttal machine hours without the use of robb00 (500 + 1,000)

A A Total machine hours with the use of rob®»000 (400 + 400 + 1,200)

A @Twtal overheads of the machine per month
wSyia o MYy S T/Em Am 0
5SLINE QRO @ 2Wth> H N = N N N
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¢ 2 MHEZ nonon

@ ®Robot hire charges for a month45,00006

@ A @verheads for using machines without robot
42000 + 3500 Hrs * 1500 Hr$8000
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@ A Qveérheads for using machines with robot
42000 + 3500 * 2000 Hrs + 450060000

(i) Computation of Machine hour rate for the firm as a whole for a month.

Rs69,000

(A) When the robot was used————— T on®pn LISNI K2 dzNJ
2,000hours
(B) When the robot was not usedw =12 Per Hour
1,500hours
(i) Computation of Machine hour rate for the individual job
Rate per Job
hour Vulcanising Brushing Striping
0 Hrs 0 Hrs 0 Hrs 0
Overheads
Without robot 12.0( 500 6,000 1,00( 12,00( - -
With robot 34.5( 400 13,80( 40¢ 13,80¢( 1,200 41,40(
Total 90¢ 19,80¢ 1,40( 25,80( 1,200 41,40(
Machine hour rate 22 18.43 34.5(

oD
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(i) Computation of percentage recovery rates of factory overheads and administrative
overheads.

[ SG GKS Tl QEDRWSNESNMKEISR | & LISNOSydGlr3as 27
2PSNKSFRa&E NBO2OSNER NIGS & LISNOSydalr3as 27
ClLOG2NEB /230 2F w20aY

5ANBOU YIFIOSNAIf& B 5ANBOG ¢13Sa b CIOU2NE
C2NJ W20 ™ T M2Znyznnn b ynznnn b ynzn
C2NJ W20 w®pXnnn b cnInnn b cnxnnncC
¢4t /2ad 2F w204y

CrOl2NER O2ad0 b ! RYAYAaUuUN)ya@S 20SNKSIR
C2NJ W2voX g Sy ndE n b MmCUupbHE yn Enb niCd bt S dnnF
C2NEWIWEZ® pZonBEnbmCh pEEamIbn niCOIMAIANNF F

CKS QICt &S !2DlIy 0SS F2dzyR dzaiAy3 F2tt2Ay3 S|

MEZIpHZIANAN b ynInnnC BIHIHe BSNnyX XoxXad ynZnnn! C
MZopXnnn b cnInnnC BIMIEapBAjyXBaMcnInnn! C

adzZ saLX & Sljdz a2y 60A0 o0& p FyR Sldz

bZcnZnnn b EImmMIAbn @ MEREIyeEmMInG [PPPSIy é)\'B?(l’)
dZnpZnnn b nZHnZnnnC anquZmanZnnmndMJdbéljnyZHén)\Zﬁbn.
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MpZnnn b T wpy=mnwn!
MpXZnannn l¢mp IMynshn nn
I T ndun
b2¢g LlzZky3d GKS @lFtdz2S 2F | &y SldzZ a2y 0A0
MZPHZAnNnn b ynZannnC b OmMZdHZdmmnznc iPFn ndH N0 b
h NJ
MZbHZIAAN b ynInannmCHorySScmmnbmeIynn C T
MInnXynn C T cTXIHAN
C I ndcecr
hy a2ft @dAy3 GKS +10620S NBfle2yaY C I ndccrT
| SYyOSz LISNDSyidl3IS NBO2OSNE NriGdSa 2°FY
Cr ODEWNKSIFRa I' ccdmz 2NJHKkOoNR 2F gl 3Sa |
| RYAYAAGNI a@S 20SNKSFRa ' wm>r 2F TIF OG2NE
22Nl AYy3 y20S8SY
¢201 f —jpgginprice
(100%+ Percentagef profit)
F C2NJ ﬁﬁ—e—w(m;;ji’g; )=f'R32,97,600
FFC2NJ ﬁ\?—ﬁz—e—w(loocyizz’g):nészio,ooo
(i) Statement of jobs, showing amount of factory dveads, administrative overheads and
profit:
Job 1 Job 2
0 0 o0 0
Direct materials 1,08,00 75,00(
Direct wages 84,00( 60,00(
Prime cost 1,92,00( 1,35,00(
Factory overheads
2/3rd of direct wages 56,00( 40,00(
Factory cost 2,48,00( 1,75,00(
Administrative overheads
20% of factory cost 49,60( 35,00(
Total cost 2,97,60( 2,10,00(
Profit (12% & 20% respectively) 35,712 42,00(
Selling price 3,33,31] 2,52,00(

(iiiy Selling price of Job 3
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0O U
Direct materials 68,750
Direct wages 22,500
Primecost 91,250
Factory overheads (2/3rd of Direct Wages) 15,000
Factory cost 1,06,250
Administrative overheads (20% of factory cost) 21,250
Total cost 1,27,500
Profit margin (balancing figure) 22,500
Selling pricélotal cost + 85 % 1,50,000

nao

0 | () Amount of underabsorption of overheads during the year 2620

o 0

Total production overheads actually incurred during the year 2020 35,50,000
Less: Wages paid during strike period 2,00,000

Wages of previous year booked in current year 1,00,000 3,00,000
Net production overheads actually incurred: (A) 32,50,000
Production overheads absorbed by 1.50 lakh fRah & & X b 30,00,000
martday: (B)

Amount of underabsorption of production overheads: [@&B)] 2,50,000

ONAMVO2dzyoy3d GNBIFUGYSYG 2F dzyRSNJ | 0a2Nlle 2
adraGaSYSyid 2F GKS ljdzSae2y GKIFGO cHZmmn

NS

v
dzy

2LISYAy3a ai2010 6SNB O2YLX SGSte UyAakKSR |

0Ky RESMNa2NDB SR 20SNKSIFRa ¢SNB RdzS G2 7

FgNROdziF 60t S G2 AYyONBlFasS Ay Oz2aid 2F Ay
O U
1.6nmrk: 27F HEXpn>nnnO ¢Abd@bed overhen: 1,00,00(
were due to factory ineffieincy. This being abnormal, should
debited to the Costing Profit and Loss A/c
2..LtLyOS o6cm: 27 H > p N rabsorked 1,50,00(
overheads should be distributed over weark progress, finishe

goods and cost of sales by using supplementary rate

Total undefrabsorbed overheads 2,50,00(
I LILI2 Nb 2 yd\Sly@ia 2Nb SR 2 OSNKS| Raiy@NE I MEDHaHn= nln
322Ra FyR O2aid 27F altSao

Equivalent 0 0
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Completed units
Work-in-LIN2 INBaad omoZnn 20000 * 65% = 13,00 26,000
to Working Note)
CAYAAaKSR 322R& OMH] 12,000 24,000
/2ad 2F alfsSa 6pnz/ 50,000 1,00,000
75,000 1,50,000
Work-in-progress control A/®r. 26,000
Finished goods control Alor. 24,000
Cost of Sales Afor. 1,00,000
Costing Profit & Loss Al2r. 1,00,000
ToOverhead control A/c 2,50,000
Working Note:
Supplementaryate = 150000 + 75000 units = 2 Per unit
p ®
A0 OKSRdz S {K2gAy3d G(GKS 5A&0NAROGdze2y 2F 9ELISYyA.
YSUK2RO®
al Ay 5SLINIY {SNWAOS 58S
t dzZNOHR t F O |5AaGNNal AyidS|t SNA 2
o 0 0 U o 0 0 0 0 U
9ELISyasSa pXnn| yznn oXpn cXnn| OXHN
5A &0 NXOG dze 2
aI-A)\)/U?)/I-AyC') MZ (H| HZnN AN MZ MH TZnn dc
5SLI NUYSYir
Yco
5A &0 NXOG dze 2
t SNBSS 5SL{MInn| HIHM M3 M m3Imc
oynnYmonny
¢c201 € TZIMPC|MHICM PpIpo Tt Tt
i) Calculation of Expenses rate per hour of Main Department
t dzND t I O} 5Aad N
¢c201Ft FLIRNb2YS T I e MHZCM PpIpo
. o nxo y 2T HZ
¢c2ul f o2 BRYBIR . J . J . . I
OMH E OHNn K oy E N
9ELISyasSa NI GS LI MY M ¢ MM O ¢ MYy & g?_
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t I Nb Odzft | N& {AE Y2yiKa&
61 24d
b2NXIFE | OFAflIo6fS K2dzZNE LISNJ
2 LISNI 2 NR O TN
[ SaayY | oBdNES Semtyy E ¢ 2 LIS NI 6 M
tF AR K2dzNB 06! 0 TX0
[ S44aY [ SI @S K2dzZNB 6wn E c 2 6 MH
[ S4aY b2NXIf AREtS aYS o6mn E 6c
90S0a®@S ¢2NJAYy3I K2 dzNA TIH
[ 2YLzi a2y 2F [/ 2YLINBKSYaAaA@S al OKAYS | 2dzNJ i S
t I Nb Odzf | NE& lY2dzy i YR2/NIKS
hLISNF 62NBRYU o6 3S4 6TZoynky Ewmn MOH I |
t N2PRdzOsa 2y 02ydza o6mmE: 2y ¢l 3SaA B H
t 26SN) O2y adzyYSR nnsiy
{ dzZLISNIBA&AA2Y | YR AYRANBOUGO fI 02 MC X |
[ AGKay3d YR 9t SOGNROAGES cXn
WSLIF AN FYR YIFAYUuSylryOS do0p: PR ynz|
LYy &adzNIoYO©$ Za1 nnKHDU My N
5SLINSOAlI a2y 96 oHInnInnn P M M3 cCn
{dzy RNE 22N)] SELISyasSa o pnznan Hp = |
al yl3SYSyid SELSyasSa o pPZAnNzn HZpn
¢201rf h@SNKSIFIRa F2NJc Yz2yiKa yZpd
| 2YLINBEKSYaA@dS al OKAYS | 2dzNJ wl MM ¢
TO
OAOFOSYSY(l &aK2gAy3d RA&IGNAROdzm2Y 2F hOSNKSI Ra
t NAYFNE S5A&0GNAROGdz2Y

LGSY 27 bara i ! Y W ’

I LILI2 Nb 2 Y 60 60 60 60 60
5ANBOI I O dzt € HYy Tt Tt | HIN y N

Cft22NJ |
wSyid Iy OnYpYTY MAX) HEZnN HEIp|l oZp| MZn MIn gg_
{fI1wo{l ¢! C2NJ/! FtyR /a! py {1 wo9{Il ¢! tNRBFSaarzylff]|/

Ny



[ AIKG LI
DSYy SNJI € nYHYoY cn H N M M p p 7 M N
LYRANBO 5ANBOG ¢

opnYmpyYn ozZnf MXZH OT| MZM pn H N
t 26 SN | 2NBRS t 2

YI OKAYy Sa

omMnYyYmJ) oZXZp| MZn ynl mzn HnN p N
5SLINBOA| £ £ dzS 27
YI OKAYS OMANYYyYM] TNZJHAZIMCZSHANZS, NN MnZ/
{ dzy RNA S 5ANBOG ¢

opnYmMpYn, MOZY pXZnl MZpl nZpl HZAN y n
¢c20al f MZAN|HPZIHMZAoNnZY pEZT| MO XTI
{ SO2YyRIFINE 5Aa0GNROdz2Y dzaAy3d aAYdzZ GFyS2dza S|
h@SNKSIFRa 2F aSNBBAOS Oz2aid OSyiNBa
[ SG = 0S GKS 20SNKSIR 2F aSNWAOS O2ail OSyi
., 0S (KS 2@0SNKSIR 2F aSNBAOS Ozai OSYyiNB
X=9,750+0.10Y
Y =13,400 + 0.10 X
Substituting the value of Yi X we get X 8,750 + 0.10 (13,400 + 0.10 X)
X =9,750 + 1,340 + 0.01 X
0.99 X =11,090
¢CKSNEF2NBE - T MMZHH
Therefore Y =13,400 +0.O0M X H N H T MNOZPHANDHN

Secondary Distribution Summary
t I Nb Odzf I N& ¢2010 t o v ® w
£ £ 20 19IR2 Ny RYKSSR R2agd
LISNJ LINARYF NBE RAAGNARO Hdn H M H ONH
M M H pnan MC Y 00C

, Mnp p Ny ocao nop
¢c201 ¢ ogp HCp oT
ONAU Odzf 92y 2F hOSNKSFR NBO2GSNE NI GS LISN K
t I Nb Odzf | NE& 0 v w (]
¢c201rtf 20SNKSIRa opPIpT HCZpY oT = bd
22N Ay 3 K2dzNA MO X1 TZp MM Z(
wk S LISNJ K2 dzNJ o 0 o d HO| E

{1 wo{l ¢! C2NJ/! I|YyR
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OAAADL [/ 2ad 2F t NRRdzOG !

t I Nb Odzf | N& 60
S5ANBOG YIFGSNRIf cp
5ANBOG f I 62 dzNJ nJ
t NAYS 024&f M /1
t NP RdzOa 2y 2y 2@0SNKSI Ra n
t I Nb Odzf | N& 0

t c K2dz2NBE E o M Y

v p K2dz2NB E o¢ YR nnad
W H K2dz2NBE E H( P

c2aG1rtf O2al M p ¢

Note: Secondary Distribution can also be done using repeated distribution Method

8.
M® h@SNKSIFIRa RAaAGNAOdzm2zy { KSSI
LG4SY CaA ¢e2aF € t N2 RdzO»s { SNIBA O
6 0 5SLI NI YY 5SLI NI Y
I ® | . o] - w]| .
+F NAIFofS |I 2NES YEINA|HEINA|[OZAN|[MZY N|MZHI/
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ndun {1 1 K|K2dzNA
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L2 6 S N.
/I LI O
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2. Calculation of Factory overhead per labour hour

. 2 t NBERdzOs 2y 5SLI N
LGSY , ,
! 88 04
¢c201rt 20SNKSI Ra CITp P> VI
5ANBOG €I 02dzNJ K2 dzNE& CT | ny > 1
CFOU2NE 20SNKSI Ra LISN M J] M H
9.
22NJ AY3 b203Say

(i) Total Productive hours Estimated Working hoursMachine Maintenance hours = 2,200 hours

¢ 200 hours = 2,000 hours
(i) Depreciation per annum = 10000Q@0000 + 10 years = 99000
(i) ChemicaB 2 f dziA2y O02&8G LISNI | yydzy T
(iv) Wages of attendants (p.& 9000 * 50 weeks + 6 weeks = 75000
[ Lt OdzZf a2y 27F

HZn

nn P

p A

al OKAYS K2dzNJ NI {

Ur FJb\J

Particulars Amount (per Amount (per
annum) hour)
A. Standing Charge
(i) Wages of attendants 75,000
(i) Departmental and general works overheads 20,000
Total Standing Charge 95,000
Standing Charges per hour 47.50
B. Machine Expense
(iif) Depreciation 99,000 49.50
(iv) Electricity - 106.40
(7 x 1,900 x 16 units) + 2,000
(v) Chemical solution 1,00,000 50.00
(vi) Maintenance cost 1,20,000 60.00
Machine operating cost per hour (A + B) 313.40
MA@
AMPSNKSIFR 5AaAGNAOdza2y { dzY Yl NB
Basis| ¢2dGF{ ! o . 6|/ o - o , 0
Direct materials Direct C C C ¢ 3,20,00( 1,60,00(
Direct wages Direct C C C ¢ 1,60,00( 3,20,00(
Factoryrent (2:1:2:1:2) |Area 6,40,00( 1,60,00( 80,00( 1,60,00¢ 80,00( 1,60,00(
{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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Power (10:16:16:3:5)* |H.P.x 4,00,00¢ 80,00( 1,28,00( 1,28,00( 24,00¢ 40,00(
Machine
Hrs.
Depreciation (2:4:2:1:1)| Capital 1,60,00( 32,00¢ 64,00¢ 32,00¢ 16,00¢ 16,00(
valueof
assets
Otheroverheads Machine | 14,40,00( 1,60,00( 3,20,00( 6,40,00( 1,60,00( 1,60,00(
(1:2:4:1:1) hrs.
Total 26,40,00( 4,32,00( 5,92,00( 9,60,00( 7,60,00( 8,56,00(
*{(1600x80) : (3200x64) : (6400x32) : (1600x24500x40)}
(1,28,000 : 2,04,800 : 2,04,800 : 38,400 : 64,000)
(10:16:16:3:5)
i) WSRAAGNROdzGAZ2Y 2F aSNWBAOS RSLINIYSyidoa SEIIS,
aSiK2RY
! / ,
Total overheads 4,32,000 5,92,00¢ 9,60,00( 7,60,00( 8,56,00(
Dept. X overhead apportioned,  3,42,00( 1,14,00( 2,28,00( -7,60,00( 76,00(
the ratio (72:24:481 :16)
Dept. Y overhead apportioned  5,59,20( 3,26,20( - 46,60( -9,32,00
the ratio (96:561 :8:1 )
Dept. X overhead apportioned 20,97( 6,99( 13,98( -46,60( 4,66(
the ratio (72:24:481 :16)
Dept. Y overhead apportioned 2,79€ 1,631 - 233 -4,66(
the ratio (96:561 :8:1 )
Dept. X overhead apportioned 105 35 70Q -233 23
the ratio (72:24:481 :16)
Dept.Yoverhead apportioned if 15 8 - - -23
the ratio
(96:56:1 :8:1)
13,57,08( 10,40,864 12,02,05 - -
[ £ OdzZ a2y 2F YIOKAYS K2dzNJ NI |i$S
A B C
A ¢2GFf 20SNKSI Ra 13,57,086 10,40,864 12,02,050
B Machine hours 1,600 3,200 6,400 -
C lal OKAYS K2 dzNJ NI i 848.18 32527 187.82 &
{I1wo{l ¢! C2NJ/! FYyR /a! py {1 wo9{l ¢! tNRFSaarA2yl ]| /:




11.
OA@YLMzil a2y 2F LINPRdzOa2Yy I|YR &l fS&a ljda yaaSay
The products processing times are as ungler
Product A B Total
Department Pie 4 hours 1 hour 90,000 hours
Department Qui 1 hour 4 hours 90,000 hours
Let X and Y be the number of units (productiprantities) of the two products. Converting these
into equations, we have
4X +Y =90,000
X + 4Y = 90,000
{2f Ay 3 F62@0Ss ¢S 3SG - ' myzZnanT I my
Hence, the Production and Sales Quantities are determined as gnder
Product Production Quantity Closing Stock (Given Sales Quantity
(Balancing Figure)
A 18,000 units 1,800 units 16,200 units
B 18,000 units 5,400 units 12,600 units
90SO0 2FRIMINMEAYIBE NI GS 2F 20SNKSIRa 2y GKS
Product Closing Stock Overhead Overhead included Difference in
Quantity included using | using department rat§  overhead in
pre- determined closing stock
rate value / Effect or
closing stock
value
A 1,800 1,800 x 5 houry Pie = 1,800 units x 4 (-0 n
units E H K2 dz2NBE E
r M I ) I 2,07,360
Qui = 1,800 units x 1
K2 dzNJ E
r HMZ
B 5,400 5,400 x5 hour§ Pie=5,400unitsx1 o0 b0 N
units E H K2 dzNJ E
r p X r MZp
Qui = 5,400 units x 4
K2 dz2NBR E
r HXp( P
Total 7,34,400 6,43,680 obo ﬁi
{I1wo{l ¢! C2NJ/! FYyR /a! py {1 wo9{l ¢! tNRFSaarA2yl ]| /:




Use of predetermined overhead rate has resulted in over valuation of stock by
90,720due to which the company's income would be affected (increbge)

90,720. Profit would be affected only to the extent of Overhead containetbsing finished goods

and closing WIP, if any.

90SOU0 2FREAINMEAVYIE 2y GKS LINRPRdIzOGAY aSttAy3
Particulars Product A Product B
Selling Price per unit if preetermined overhead rate 177.80 198.80
Is used
Selling Price per unit dfepartment wise rate is used 213.08 163.52
Difference 35.28 35.28
UnderPriced OverPriced
Working Note
1. Pre determined Rate = 3672000 + 180000 Hours = 20.40
Per Direct Labour Hour
Particulars t NB RdzO t NB RdzO
Materials & Labour 25.0( 40.0(
Add: Production Overhead 102.0(¢ 102.0(¢
I I' p K2dz2NB E Hndnn
per hour
Cost of production 127.0( 142.0(
Add: 40% of margin 50.8( 56.8(
177.8( 198.5(
HL T RSLIBNASSNBO2ISNE NIGS Aa dzasSR
Particulars t N2 RdzO i t N2 RdzO i
Materials & Labour 25.0( 40.0(
Add: Production Overhead 127.2( 76.8(
A=t AS I n K2dz2NB E HY g
B=t AS I' m K2dzNJ E Hy Dy
vdzA ' n K2dzNB E M H
Cost of production 152.2( 116.8(
Add: 40% of margin 60.889 46.72
Selling Price per unit 213.0¢ 163.52

{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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Primary Distribution Summary

[}

LGSY 2 rLi;i;Zy_¢QGMttM@ tHD | tod | {MB | { H®
S5ANBOG |! O dzt ¢ pnn T T TT T |[0OZTP|[MIHDP
Cf 22 NJ I NB
wSY Ul ylénXYpWY IMHIPAHIPAN|OIMH| OoXTpP|HIpA| CHIY
DSYSN} f|[ ATKG LRA
fA3Kay3doHY oY nY MZpn| HpPpZ) OTZf PARZ) HPZJ] MHZIYJ
LyQANSO?ANﬁéG gl
ocY nY cY OXTP|MEMH| TpPXZ) MZMH pcZy My 21
| 2NBRS t 209
t26SNJ |YI OKAySa
6cY oY pY pZnannlHZan|({mIaon|l mZcc 00 2 ( T
5SLINBOAI+I £ dzS 27
2F YIFI OKlOMHY McY [MAZSAAHINAN|0OZHA| NnXAnN HNXJ] HAOXJ
LyadzN} yl+FfdzS 2°7F
YI OKAY S 6mMHu YY Hmic Y nZnn| hcZIMIHY| MZcn yIn yzIn
MTMZTPpHPZHO|DPZTO|[MHZICOTZCT|HZNC
Overheads of service cost centres:
[ SG {m 0S GKS 2@0SNKSIR 2F aASNBAOS O2z2aid OSyi
{mMm I' 7TZcTtIpyo b nomn {H
{H T HIncXtpn b ndmn {m
{dzodaldzay3d (GKS @l tdzS 2F {uw Ay {wm S 3ISi
{mMm I' 7TZcTtIpyo b ndmn oO6HZIncXtpn b nodémn { MO
{mMm I T7T3Z3cTIpyo b HNnIcTp b ndam {m
nodpd {mMm ' TZHDHIHpPpY
{m T YINNIHCA
{H I' WZncZtpn b nodmn E yInanZucn T OSHCZITT
SecondanyDistribution Summary
t - NbOdzf I NB| ¢2 010 t M0O t HUO tovbo
lff20F0SR | yRm!
KSFRA & LISNI LIN OMZcC PZHO bZToO MHZcCn
{m y2nn MZCn HZnNn O2ZHAN
{H OXZHC MZO0n Cp Z( gy Z |
MH2 M MHZ2ZTY MC 2ZY H
OA0 h@SNKSIR NIGS LISNI K2 dzNJ
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t I Nb Odzf I NE& t t H t g
¢c201rt 20SNKSIFR&a O7F MHZ MI MHZTY MC XYy H
t NP RdzOsa 2y K2dzNE 47 cC 3 H nn nsm
wk S LISNI K2dzNJ 6 0 MAgp ¢ oOMDp ¢ K
OAAOD [/ 2ad 2F t NBRdzOU
t I Nb Odzf I N&A 60
5ANBOG YI G§SNRI§ MHZp
5ANBOG f I 02dzNJ TZpn
t NAYS 0O2ai HN XN
t NP RdzOa 2y 2y 2@0SNKSI Ra
tw K2dz2NE E mppdnc I T p Po
tHo K2dzZNE E ompdcT [ dntdnm
to n K2dz2NBE E nmMn®oH I MIcnM®PHY oXpc
CrOG2NR O2al HOZpCG
Mo ®
Working Note:
1. Effective machine hour:
= Budgeted working hoursMachine Seup time
= 2,496 hourg 312 hours = 2,184 hours.
2hLISNY G2NBQ alfFNE LISN I yydzyy
{FfFNB 00 2LISN}{I2NR P onznn M S
l RRY CNAy3aS o6SySuUGa o6wum: 27 HXM
MH X (
3. Depreciation per annum
24,90,000- 90,000/12years = 2,00,000
Computation of Machine hour Rate
t I Nb Odzf | NA Yed ' Yed
LIl LID I (g
{4 yYRAY3 OKI NHSA
hLISNI 62NEUY { I YINBKAY S SEbcMEKTHIY MH X C dy
5SLI NIYSydlFt FyR 3ASYSNIf 2@S]|
6pXnnInnn E MME:0
6 pZpoYhO®KkySa E mMkuImyn K2dz pZpn nma
0! MYy Z N C MO A
al OKAyS 9ELSyaSa
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5SLINBOAlI 82y OHIANNINANANKHIMYN HZNAn hm P
9t SOUNROAGEY
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5dzZNAYy 3 YIFIAY(ISYlFIyOS K2dzZNBE 0O0n m( HN X MM D
/| 2YLRYSyid NBLX FOSYSyid O2aid 64 MIun PpT @
al OKAYS YIFIAyuaSylFyOoS 0O2ai H>nn M ¢
0. MnXyy CY M
al OKIA¥&NJ wl 4GS 6! b. 0 Y HH
Mn ®
[ 2YLdzi a2y 2F al OKAYS | 2dzNJ wl
. al OKAYySa
t I Nb Odzt | NE L lAaAA 2F b U . _ - ,
¢20l W g /[ W
GO yRAY 3 [ KI N
LyadzN) yOS 5SLINBOAlLa2y| ynX) onX) onXjf HANZJ
LYRANBOG [102dZ25ANBO0G [l 02 wEInn| cnX) pnzj dnxj
.dZAf RAY3I YIAyG|Ct 22N { LI OS| wXnn| ynX) ynX) nnl
wSYyid YR wlkidSa|lCct22N) { LI OS uxnn| hbc>) dhc=) nys3J
{FEfFNE 2F F2NB|9Ijdz ¢ pInn|MIcy|MIcy|MZcCy
{FEFNB 2F F§gSy|9] dz £ MZnn nyzJ) nyzJj nyzx/J
¢c2d0Ff adlyRAY3 MOZAYNZYH[PEMH|NZIMN
| 2dz2NI & N} GS ¥F2 HNT{¢ HCHO( HMH(C
6. 0al OKAYS 9ELJ
5SLINBOALl a2y 5ANBOI HXNnn| TpXZ) TPpZ) pnzxJ
{ LI NB LJ NI & CAYlIFf SaaYl| MZ0H| ncXj pTIf HYZZT
t 26 SNJ Y®2d NI oy 3 nnn|MIpn|({mMInn|mIpn
/| 2yadzyFofS {(2[5ANBOI ynIj)l onj HPXI] HpPZJ
¢20Ff al OKAYS YIMH|OZAM| HIPT|HIpO
| 2dzNF & wl S T2
SELISYASE Mpn{ MOH{ MO N (
¢c20FKf 6! b .0 HHIHATIyo|TZcdplcZcT
al OKAYS | 2dzNJ N nnM{ odpq onH(
Working Notes:
i. Calculation of effective working hours:
No. of full offdays = No. of Sunday + Nid.holidays
=52 + 12 = 64 days
No. of half working days = 52 day& holidays = 50 days
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No. of full working days 365 daysg, 64 days; 50 days = 251 days

Total working Hours {(251 days x 8 hours) + (50 days x 4 hours)}
= 2,008 hars + 200 = 2,208 hours.

Total effective hours: Total working hours x 9092% for breakdown
= 2,208 hours x 90%2% (2,208 hours x 90%)
=1,987.2 hourg 39.74 hours
=1947.46 or Rounded up to 1948 hours.

ii. Amount of spae parts is calculated as under:

t I Nb Odzf I NA w0 . W /00

t NBTtAYAYINBE SasaYl (iSa nnsj nnsj HNX
l RRY LYONBFaS Ay LINRO cCXn cXn oXn
nczx) ncz| HO X/

| RRY ONBP2ySa dzYLle 2y X H[ MM | PIT
9asaYlIUSR 0O2ai ncsj PT | HY 21

iii. Amount of Indirect Labour is calculated as under:

t I Nb Odzf | NA 6 0

t NEBf AYAYlFNE SasYl(iSa HZnn
l RRY LYONBI &S Ay g1 3Sa X HmE? nnsj
H2nn

iv. Interest on capital outlay is a finance cost; therefore it has been excluded from the cost

accounts.
Mp ®
Primary Distribution Summary
LGSY 2 . lFaxa|¢2d0f tmM06 tHOO to0d {mMOd { HO(C
I LIJLJZ2 Nb 2
5ANBOI I QG dzk| HZpn Tt Tt M|{MZYyT| CHZXJ
wSyi Ct22N)J| CZHpP| MZHpP| MZIpC| MZYT|MIHP| OMZI}

N} GS|lon Y p

DSYSN [ A3KI TIPAN| MZHP| MZYT| HEPAN|MZHP| CHZIJ
f A3Kg 6H Y o

LYRANS5ANGBIOFS| mZyT pcXf oTZf pcZf HYZl dZo
g 3Sq Y n Y
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5SLINBEC I tdzS| p=nn| mZHn| mZcn| HZnn| Mmn| mMnzx}
2T YI OKAY
YI OKAYOMHYMC Y

L y a dzNJ + £ dzS| HZnn nyJ) c¢cnx) ynzZJ) nzxzn nn
YI OKAY YI OKAY
OMHYMC Y

PAZMHMOZTAMMZIAPMCZATCZINC|MZIT

Overheads of service cost centres:

Let S1 be the overhead of service cost centre S1 and S2 be the overhead of service cost centre S

S1=6,46,292 + 0.182
S2=1,79,625 + 0.K1

Substituting the value of S2 in S1 we get
S1=6,46,292 + 0.10 (1,79,625 + 0.10 S1)

S1=6,46,292 + 17,962.5 + 0.01 S1
0.99 S1 =6,64,254.5
S1= 6,70,964

S2=1,79,625 + 0.105,70,964 = 2,46,721.4
Secondary Distribution Summary

t I NbOdzAf I NB | ¢20 0t t M0 6 t H0O tovo
lff20FGSR YR 'L} nmXyg MnITtn MMInag MCIAT
a4 LISNJ LINAYI NBE R
{m™ C2ZTN| MZOoNXZ} HZANM2ZKE HZCY 2 (
{H HZnNncZi by Z ( n o ( TnNZ/

MTIZNTZMOZppPpIM®PZIndZ
ORGSNKSEFR NI} OGS LISNI K2 dzNJ

t m t H t o

¢c201rtf 20SNKSIRa MTZIANTX MOZppX MPZndpZ
t N2 RdzOsa 2y K2 dzNA CXH nxn nxm
wk S LISNI K2 dzNJ 6 HT N 0o0n ¢ nTp¢
ONRBE t NP RdAzO
t I Nb Odzf | NA 6
5ANBOG YI GSNRI§ CIHP
5ANBOG f I 62 dzNJ 0XTPp
t NAYS 02ai M
t N2 RdzOa 2y 2y 20SNKSI RA
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tnw K2dz2NBE E HTNn®HN [ MZ0T M®DHN

tw K2dz2NBE E oon®dtd I mZnnndorT

tm K2dz2NE E nTpdny I MIbpnm>dhH NZHT
Cl OG2NB 024l MM ZHT
MC @

LY2dzyld 2F 20SNKk dzy RSNJ F6&a2Nlle2y 2F LINRRdzOs 2
0KS @SHNYHAMD

t I Nb Odzf | NE& Y2 dzyOl ! Y2 dzy
¢20Fft LINPRdzOa2y 2@SNKSI Ra I O onxny
[ SaayY LIYRRzy 2 62NJSNIIFa LISNI O nXpn
OELISy&aSa 2F LINBOA2dza &SI N 622 wmMZnn
21 3Sa LI AR F2NJ GKS aGNRT1S LISN nXZun
hoaz2tSGS aiGd2NBa oNARJGSY 20 ocX) mMnzIng

HNXnNnH

[ SaadaY t APENKXSRKAE | 0a2NDBbSR | a
ooznnn K2dzNAR P ynnfgo HP ZHI
lY2dzyd 2F 20SN) F642NDbSR LINE R MZ MYy
*Budgeted Machine hour rate (Blanket rate) £0,40,000/6,000 hours =840 per hour

i. Accounting treatment of ovelmbsorbed production overheads:

As, 40% of the over absorbed overheads were due to defective production policies, this bei
abnormal, hence should be credited to Costing Profit and Loss Account.

l'Y2dzyld (G2 06S ONBRAGSR (G2 wm2ayiyAnR NRFAGI I y[RT

Balance of over absorbed production overheads should be distributed over Works in progre
finished goods and Cost of sales by applying supplementary rate*.
l'Y2dzyld (2 0SS RAAGNAOdziSR T MEIMYy>SnnnR c g
Supplementaryrate=T n Xy annkmMmIpnanInnn dzyAGa T ndénTH
il. Apportionment of over absorbed production overheads over WIP, Finished goods and Cost of
sales:
91ljdzA @ £ Sy i O ! Y2 dzy
2 2 My N2PINBaa oynznnn nnsj My
CAYAAK®SR NInnRa dzy A G a HNS | b= n
/234G 2F alftSa odnzInn hn I MHXI
¢c201I € MZpn TNy s
qQ
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MT @
a. Overhead Distribution Statement

y t N2ERdzOa 2y 59 {SNBAOS 5SL
t I N» Odzf I N&A _ _ - = ;
al OKAY [t I O DSYSNI | { G2
l'ff20F SR h @ 0 0 0 )
LYRANBOG f I 07 yZn czn nn MmZ |
al AyaSylyoS 4 o>Xn| MZIc HXM HZIY
aAhaoOd &dzLILJ A ¢ MZpl HZIZd dn C N
{ dzLISNIZA & 2 NH a Tt Tl MC X | Tl
[ 230G 9 LI @NERf Tt Tt yns| Tt
¢C201 t  I2(2XSINKIS MHZ( M| M>Zno| MmnZi
Il RRY ! LJLJ2 Nb 2y MEIyn| TnZzi HHZ]1 TOZX]
6! & LISNI { OKSH MEZPT| ynZ MEIHP| VT2
Schedule of Apportionment of Overheads
t I Nb Od; . Fara t N2 RdzOa 2y { SNIDA OS
al OKRAKAt I O DSYSNI [{ 42
00 00 00 00 00
t26SN) |1t K2dzNA pn( T3y T Mp 2
OT T mOY
wSy i Cf 22NJ &Lk ONXj MHZ cXnHnsz/
op Y H Y
CdzSt 3 |wlk RAI G2NJ MHZ /| HN | yZnmwmc |
6o Y ¢ Y
LyadzN} y|lLY@SaidyYSy TZIp HIH Tp| MZIp
omMmn Y o Y
¢ ESA Ly@SaaySy PIH MIp PH| MZn
omn Y o Y
5SLINBOALY@SalGYSy TPZ) HHZY TIp/ mp I/
omn Y o Y
MZyn| Tnzi HHZ]1TOZI

b. Redistribution of Overheadsf Service Departments to Production Departments:
[ SGX GKS G201t 20SNKSIFIR&a 2F DSYSNIft tflyd
a=125775A P00 XX DPDPS AU
0 I ytZppn b ndHl XXXXOAAD
tdziGAy3a GKS @GFtdzS 2F WoQ Ay Sldzr GA2y y2¢ |
a) =1,25,775 + 0.3 (&50 + 0.2a)

Y AP
L B ~ S V7
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Ora=1,25,775 + 26,265 + 0.06a

Or 0.94&a= 1,52,040

Or a=1,61,745 (appx.)

Putting the value of a = 1,61,745 in equation no.

OAA0 ¢2 3ASG GKS @gFfdsS 2F WwoQ
b) =87,550 + 0.2 x 1,61,745 =1,19,899

Secondary Distribution Summary

t I NbOdzf | NA |[¢2 DIbjal OKAYS 0] t I O] Ny :

1ff20F0SR YR ! LJ

- CJHEZTT MZ QT Z 4 ynzcH
Fa LISNJ t NAYIFNE R

M2ZCM ynzyr ny ZpH
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CHAPTER ACTIVITY BASED COSTING

ttlweyY trt{¢ 9-1a v;9{c¢cLhbD({
PROBLEM 1: (NOV 22; 5 Marks)
XYZ Ltd. is engaged in manufacturing two produgxpress Coffee and Instant Coffeduthishes

the following data for a year:

Product Actual Output Total Machine| Total Number of| Total Numberof
(units) hours Purchase orders set ups
Express Coffee 5,000 20,000 160 20
Instant Coffee 60,000 1,20,000 384 44

The annual overheads are asder:
Particulars

Machine Processing costs Set up related costs 7,00,00

Purchase related costs 7,68,00

6,80,00(

You are required to:

(i) Compute the costs allocated to each prodqdixpress Coffee and Instant Coffee from each
activity on the basis oActivity- Based Costing (ABC) method.

(i) Find out the overhead cost per unit of each prodqé&ixpress coffee and Instant coffee based
on (i) above.

PROBLEM 2: (MAY 2%; 10 Marks)
{GFNI[AYAGSR YIydzFl O dzNBE ( KNBS LINP2R/OIBIyEs 2dyal Aty 3.0
O2&aday3d a2ailSY Aa 0SAy3a dzaSR OdzNNBylGuted 5S0F Af:

Product Labour Hrger Machine Hrs per unit  Materials per Volume in Units
unit Unit
AX 1.00 2.00 35 7,500
BX 0.90 1.50 25 12,500
CX 1.50 2.50 45 25,000
5ANBOG [Fo62dzNJ O2aida Hn LISNJ K2dzNJ ' yR LINRRdzO U .

¢tKS 20SNKSIR 0&a2NLJiA2y NI OGS F2NJ GKS LISNAR2R| A
Management is considering using Activity Based Costing systastéotain the cost of the products.
Further analysis shows that the total production overheads can be divided as follows:

Particulars %
Cost relating to setips 40 >
Cost relating to machinery 10 ((13
Cost relating to material handling 30 :
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Costs relating tanspection 20

100

Total production overhead

The following activity volumes are associated with the product line for the period as a whole. Total

activities for the period:

Product No. of setups No. of movements of Materials No. of inspections
AX 350 200 200
BX 450 280 400
CX 740 675 900
Total 1,540 1,155 1,500
Required:

(i) Calculate the cost per unit for each product using the conventional method.
(i) Calculate the cost per unit for each product using activity based costing method.

PROBLEM 3: ( DEC 2t, 10 Marks)

Il 5NHA {G2NB A& LINBaSyate aStftAy3a GKNBS
some constraints, it has decided to go for only one product line of drugs. It has provided the followi
data for year 2021 for eaclproduct line:

g e LJs

Drugs Types
A B C
wS@SydzSa oAy 0 74,50,000( 1,11,75,000 1,86,25,000
/2ad 2F 3I22Ra az2tR o 41,44,500 68,16,750, 1,20,63,750
Number of purchase orders placed (in nos.) 560 810 630
Number of deliveries received 950 1,000 850
Hours ofsheltstocking time 900 1,250 2,350
Units sold (in Nos.) 1,75,200 1,50,300 1,44,500
Following additional information is also provided:
Activity Description of activity Total Cost Costallocation base
o 0

Drug Licence fee Drug Licence fee 5,00,000| To bedistributed in ratio

2:3:5 between A, Band C
Ordering Placing of orders for 8,30,000| 2,000 purchase orders

purchases
Delivery Physical delivery and 18,20,000| 2,800 deliveries
receipt of foods

Shelf stocking Stocking of goods 32,40,000| 4,500 hours othelf -g

stocking time q

{I1w9{l ¢! C2NJ/! F+yR [ al! {1 wo{Il ¢! tNRBFSaarzylf
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Customer Support Assistancgrovided to 28,20,000| 4,70,000 units sold
customers

You are required to:
(i) Calculate the operating income and operating income as a percentage (%) of revenue of eacl
product line if:
(&) All the support costgOther than cost of goods sold) are allocated in the ratio of cost of
goods sold.
(b) All the support costs (Other than cost of goods sold) are allocated using abtgigyl
costing system.
(i) Give your opinion about choosing the product line on the basis ofratjpg income as a
percentage (%) of revenue of each product line under both the situations as above.

PROBLEM 4: (JUL 2% 10 Marks)
PQR Ltd. is engaged in the production of three products P, Q and R. The company calculates Act
Cost Rates on thieasis of Cost Driver capacity which is provided as below:

I Os DAl @ /2ad S5NARY [ 2ad S5NAG@S| /2al
SANBOG [Fo2[l062dzNJ K2dzNR |on>Xnnn [l 62| oXnn
t NPRdzOsa 2y Nb2ad 2F t NERdzQcnn t NBRdzOa| mMXZyn
vdzl LY &RISOagdb2d 2F LyallSdynnn LYALISO| HZInnA
The consumption of activities during the period is as under:

l Oa@AlGE® Kk t NRI t v w
5ANBOG [ | 02dzNJ K2 dzNX M X y I cXn
t N2 RdzOea 2y NMzy & H N MY M C
vdzt ft AGe LyalLlSOez2y oXn HZIp MZp

Youare required to:
(i) Compute the costs allocated to each Product from each Activity.
(i) Calculate the cost of unused capacity for each Activity.

(i) A potential customer has approached the company for supply of 12,000 units of a new product.

'S'tobe deliveredif 2 0& 2F wmMpnn dzyAdGa LISNI ljdzl NI SN ¢ KA
30,000 and per quarter production will involve the following:

5ANBOG al GSNRI§ My
5ANBOG [} 02dzNJ K2 dzN& MZp A

b2d 2F t N2PRdzOsa 2y Nlzya M [

b2d 2F vdzZ tAGe LyalLlSOeszy Hp

Prepare cost sheet segregating Direct and Indirect costs and compute the Sales value per I(:j:‘)
quarter of product 'S' using ABC system considering a markup of 20% on cost. H‘_‘
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PROBLEM5 : (JAN 2%, 10 Marks)
ABC Ltd. manufactures three products X, Y and Z tlengame plant and resources. It has given
the following information for the year ended on 31st March, 2020:

t I Nb Odzf | NE& : . Yo
t NP RdzOsa 2y vdzl Yol & o6dzyAla M H J] M M a
5ANBOG &FGSNRIFE o o J] y M T
5ANBOG O F 62dzNJ o M Y H 1 Wi

Budgeted direct labour rate was4 per hour and the production overheads, shown in table below,
were absorbed to products using direct labour hour rate. Company followed Absorption Costing
Method. However, the company is now considering adopting ActBatyed Costing Method.

t I N»Odzf |. dZRISGSR h& /2aid 5 wSYIl NJ &
alk G SNRFT t pnnnn [b2® 2F |[b2d 2F 2 NRSNHA
SI OK LINZ2 RdzO{ d
{ SuialJ nnnnn [(b2®d 2F [ ff GKS {KNBS
LINE RdzO sl LIN2 RdzOS R A NHzy]
w dzy a 2T ny dzyrAdao
vdzZl t AGe / 2 Hy>SHnn ([b2d® 2F [52yS F2NJ SI OK
Ly & LIS Oa|l NHzy @
al AyadSyl y( MXHYy>Snnanjal AyadSyj¢e2GFt YIFAYydSy,
K 2 dzNA GSNBE cZnnn |y
Ay GKS NIaz 2
.3, 3 %o

Required:
1. Calculate the totatost per unit of each product using the Absorption Costing Method.
2. Calculate the total cost per unit of each product using the Activity Based Costing Method.

PROBLEM 6 : (NOV 2@ 6 Marks)
ABC Ltd. is engaged in production of three types of Buides: Apple, Orange and Mixed Fruit.
The following cost data for the month of March 2020 are as under:

t I Nb Odzf | NA& I LILX S hN}y3§ aAESR
'yAGa LINPRAzOSR | M Mp 2 HNY |
al GSNRI €0 LISNI dzy A y C p
5ANBOG [} oadzNJ LIS p n )
b22bF t dzZNOKI &S h NFR o 0 H M Il
b2d 2F 5St ADBSNAS M M c P H
{KStF {G201Ay3 1 M M M C M T
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Overheads incurred by the company during the month are as under:

t I Nb Odzf | N& 0 0
hNRSNAy3I Oz2ada cnzxlJ
5St AGSNE O2ada MZpy
{KStF {G201Ay3 Ozada yT |

Required:
(i) Calculate cost driver's rate.
(i) Calculate total cost of each product using Activity Based Costing.

t wh. [¢9aY obmar avldNJ aov
PQR Ltd has decided to analyze the profitability of its five new customers. It buys soft drink bottleg
cases at 45 per case and sells them to retail customers at a list price5f per case. The data
pertaining to five customers are given below:

t I Nb Odzf I N. ! : / 5 9
bdzYo SNJ 2F /| & Mo MnXIf CcHX| oyXJt Iy
[ A&ad {Stof Ay3a | p p p p p
1 Ol dzl £ {SffAYy] p M PO ¢ n d p N ny
bdzYoSNJ 2F t dzNJ 0 p 7 Wi Wi Wi
bdzyo SNJ 2F / dza | § c M H y C
b dzY 6 SINS {2AF@ S NJR S H T c M H y n
YAf2YSUNBa (NI
RSt ADSNE nJ M H M J] H J c
bdzYo SNJ 2F SELJ n n n n H
Its five activities and their cost drivers are:

I Oa QA (& / 240 5NAJSNJ
hNRSNJ GF1Ay3 Hnn LISNJ LIzNOKEF &S 2 NRSN
/] dzZa G2 YSNJ OAaAla onn LISNI SIFOK @Aani
5St ADGSNRSa nd®nn LISNI RSt AGSNE 1Y {
t N2 RdzOUO | F yRf Ay 3 Hdnn LISNI OFasS az2tR
9ELISRAGSR RSt ADBSNRA| mnn LISN) adzOK RSt A @SNE

You are required to:

i) Compute the customer level operating income of each of five retail customaursibg the Cost
Driver rates.

i) 9EF YAYS (KS NBadzZ Ga (2 3IAGS &2dzNJ O02YYSyida
and on Customer 'E' in comparison with Customer 'A'.
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twh. [c9ayY oavn auldNJ a o

abh [GR® YIydzZFl OGdNBa yiRe2 & &IRS 2 0AR NS IfdzR 1B K
RANBOG fF062dz2NJ K2dzZNAE® ¢KS 06dzZRISGSR 20SNKSIKRa
FNBpZnnInnn YR HpIZGKE XKZIAKRYINBAYISIOs D&E & ®K S
T2ttt 20ay

5 91j dzA LIY Sy i
t I Nb Odzf | NJ |
. dzZRISGSR t NPRdzOa 2 Y OXHAN d oXypn d
S5ANBOG alGSNRIET [/ 2ai opn LISN nnn LISN
S5ANBOG [F062dzNJ / 24&d
'Y o KMdghE LIS NI K2 dzNJ ocn
.Y n K#deNE LIS NI K 2 dzNJ ny n

Overheads of 15,00,000 can be identified with the following three major activities:

Order Processing: 3,00,000

Machine Processing:10,00,000

Product Inspection: 2,00,000

These activities are driven by the number of orders processed, machine hours worked and
ingpection hours respectively. The data relevant to these activities is as follows:

h NRSNE LINJ al OKAYS K2dzN] LyaLlSOasz2y,
! nnan HHZpnAan pzZnnn
. HAn HT ZpnAnn MpZnnnn
¢c20lt f cnn pnzZnnn HNZnnn

Required:

(i) Prepare a statement showing tmeanufacturing cost per unit of each product using the
absorption costing method assuming the budgeted manufacturing volume is attained.

(i) Determine cost driver rates and prepare a statement showing the manufacturing cost per unit
each product using actiyi based costing, assuming the budgeted manufacturing volume is
attained.

(i) MNO Ltd.'s selling prices are based heavily on cost. By using direct labour hours as an applica
base, calculate the amount of cost distortion (under costed or over costed) &br @guipment.

t wh. [cehba Y O avlyNJ a0
M/s. HMB Limited is producing a product in 10 batches each of 15000 units in a year and incurring
following overheads their own:

t F Nb Odzf I NJ I v 2 dzyod| ¢
al O SNAIFE LINROdzZNBYSy HHXpA H
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al AyaSylyos MT Z 0
{ SuoilJ cCXyn
vdzZl t AGe O2y GNPt pImMn

The prime costs for the year amounted t@&,01,39,000.

The company is using currently the method of absorbing overheads on the basis of prime cost. Now

it wants to shift to activitypased costing. Informatiorelevant to Activity drivers for a year is as

under:

l Oa@Aeé 5NADSNI  Oa PA &
b2d 2F LIJZNOKIF &S 2NRSNA M P
alAyiSylyoOS K2dzNa hny
b2d @AIAASI HHP
b2d 2F AyalLlSOez2ya HT N

The company has produced a batch of 15000 units and has incug@@8,700 and 3,75,200 on

materials and wages respectively.
The usages of activities of the said batch are as follows:

al GSNAFfa 2NRSNR ny 21
al AyidSyl yOS K?2dzNa ymn K
b2d @AIAASI nJ
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0 AFind out cosbf product per unit on absorption costing basis for the said batch.

0 ADetérmine cost driver rate, total cost and cost per unit of output of the said batch onabis b

of activity-based costing.

t wh. [cha Y ocamln, amyNJ a o
PQR Pens Ltd. manufactutes products- 'Gel Pen' and 'Ball Pen'. It furnishes the following data
for the year 2017:
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The annual overheads are as under:
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Calculate the overhead cost per unit of each Produgel Pen and Ball Pen on the basis of:
() Traditional method of charging overheads

(if) Activity based costing method and

(iif) Find out the difference in cost per unit between both the methods.
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PROBLEM 11: (RTP NOV 23)

L Limited manufactures three products P, Q amchiRh are similar in nature and are usually produced

¢C9{¢ t!tow]

in production runs of 100 units. Product P and R require both machine hours and assembly hours,

whereas product Q requires only machine hours. The overheads incurred by the company during the

first quarter are as under:

Machine Department expenses 18,48,000
Assembly Department expenses 6,72,000
Setup costs 90,000
Stores receiving cost 1,20,000
Order processing and dispatch 1,80,000
Inspect and Quality control cost 36,000
The data related to théhree products during the period are as under:

P Q R
Units produced and sold 15,000 12,000 18,000
Machine hours worked 30,000 hrs. | 48,000 hrs. | 54,000 hrs.
Assembly hours worked (direct labour hours) 15,000 hrs. - 27,000 hrs.
/ dza ( 2 ofdend@eRuted(in numbers) 1,250 1,000 1,500
Number of requisitions raised on the stores 40 30 50

Prepare a statement showing details of overhead costs allocated to each product type using-activity

based costing.

PROBLEM 12 : (RTP MAY 23)
Hygiene Care Ltd. isnmanufacturer of a range of goods. The cost structure of its different products

is as follows:

Particulars Hand Wash Detergent Powder, Dishwasher
5ANBOG al GSNRIf 3 150 120 120
5ANBOG [Fo62dz2NJ X 45 60 75
t NP RdzOGA2Y BupS NEK 40 50 40
c2art /2ad o K 235 230 235
Quantity Produced (Units) 30,000 60,000 90,000

Hygiene Care Ltd. was absorbing overheads on the basis of direct labour hours. Management

accountant has suggested that the company should introduce ABC sgsterhas identified cost

drivers and cost pools as follows:

Activity Cost Pool

Cost Driver

Associated Cost
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0 U
Goods Receiving Number of Dispatch Order 8,88,000
Inspecting and Testing costs Number of Production Runs 26,82,000
Dispatching Number ofdispatch order 6,30,000
Storage Cost Number of Batches of material 36,00,000

The following information is also supplied:

Details Hand Wash Detergent Powder Dishwasher
Batches of material 720 780 900
Number of dispatch order 360 540 600
No. ofProduction Runs 1,500 2,100 2,400
Number of Dispatch Orders 600 900 1,000

Required:
CALCULATE activitgsed production cost of all the three products.

PROBLEM 13: (RTP NOV 22 & MAY 22)

The profit margin of BABY Hairclips Company were over 20% of sales producing BROWN and B
hairclips.
During the last year, GREEN hairclips had been introduced at 10% premium in selliadteride
introduction of YELLOW hairclips earlier five yéack at 10/3% premium. However, the manager of
the company is disheartened with the sales figure for the current financial year as fgllows
¢CNF RAsa2yIlf LYO20WS/ { W G4 SYSy
Brown Black Yellow Green Total
Sales 1,50,00,000 1,20,00,000 27,90,000f 3,30,000{ 3,01,20,000
Material Costs 50,00,000, 40,00,000{ 9,36,000/ 1,10,000| 1,00,46,000
Direct Labour 20,00,000 16,00,000; 3,60,000| 40,000 40,00,000
Overhead (3 times of 60,00,000,  48,00,000; 10,80,000[ 1,20,000| 1,20,00,000
direct labour)
TotalOperating Income 20,00,000 16,00,000{ 4,14,000| 60,000 40,74,000
Return on Sales (i) 13.3% 13.3% 14.8% 18.2% 13.5%
It is a known fact that customers are ready to pay premium amount for YELLOW and GREEN hair
for their attractiveness; and thpercentage returns are also high on new products.
G LINBaSyidz ft 2F (GKS tftlyiQa AYRANBOG SEL
labour expenses. However, the manager is interested in allocating indirect expenses on the basi
adivity cost to reveal real earner. He provides support expenses categsgyas follows: H
Support Expenses o] I;
Indirect Labour 40,00,000
{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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Labour Incentives 32,00,000
Computer Systems 20,00,000
Machinery depreciation 16,00,000
Machine maintenance 8,00,000
Energy for machinery 4,00,000
Total 1,20,00,000

1%

He provides following additional information for accomplishment of hisinterest: Incentives to be
allocated @ 40% of labour expenses (both direct and indirect).

Indirect labours are involvethainly in three activities. About half of indirect labour is involved in
handling production runs. Another 40% is required just for the physical changeover from one color
hairclip to another because YELLOW hairclips require substantial labour for preparimgchine as
compared to other colour hairclips. Remaining 10% of the time is spend for maintaining records|of
the products in four parts.

P'Y20KSNI | Y2dzyd aLISyd 2y O2YLIMziSN) ae2aidisSy 27
to production runsand record keeping of the four products. In aggregate, approx.. 80% of the amount
expend is involved in the production run activity and approx.. 20% is used to keep records of the
products in four parts.

Other overhead expenses i.e. machinery depreciagtiomchine maintenance and energy for
machinery are incurred to supply machine capacity to produce all the hairclips (practical capability| of
20,000 hours).
Activity Cost Drivers:

Particulars Brown Black Yellow Green Total
Sales Volume (units) 1,00,000; 80,000 18,000 2,000| 2,00,000
{StftAy3a t NAOS 6 150 150 155 165
al GSNRALFE O2ad o 50 50 52 55
Machine hours per unit (Hrs) 0.10 0.10 0.10 0.10 20,000
Production runs 100 100 76 24 300
Setup time per run (Hrs) 4 1 6 4

You are required ta
() CALCULATperating income and operating income as per percentage of sales using activity

based costing system.
(i) STATE the reasons for different operating income under traditional income system and -activity

based costing system.

T a\/
Ur :Ilby
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PROBLEM 14 : (RTP NOV 21)

Family Store wants information about the profitability of individual product lines:

Soft drinks, Fresh produce and packaged food. Family store provides the following data for the ye
202021 for each product line:

t I Nb Odzf | NE& {2D RN CNBakK LtlOll3s
wS @Sy dzSa opZcT MInpZ| cnxnd
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LGSYa az2fR MY HC MMZ oXnc

Family store also provides the following information for the year 202Q:

l Oo@Alled |[58aO0ONALI2Y 2F [ Odq¢20Fft o// 2@t 20l o
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2yd2Ay3 NBald201AY aiz201Ay3
[ dzZAG2YSN|{! aaradl yoOS LINRPGAHKH wmMpXIogMmMpXocInnn
Ay Of dzR a@ydal OKS O

Required:

i. Family store currently allocates support cost (all cost othan cost of goods sold) to product
lines on the basis of cost of goods sold of each product line. CALCULATE the operating incom
and operating income as a % of revenues for each product line.

ii. If Family Store allocates support costs (all costs other tiwesh of goods sold) to product lines
using and activitypased costing system, CALCULATE the operating income and operating inco
as a % of revenues for each product line.

t wh. [cnaY owcet al!, HMOU
The following budgeted information relates to N Ltd. floe year 2021
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The estimated overhead expenses for the year 2021 will be as below:
Machine Department 73,60,000
Assembly Department 55,00,000
Overhead expenses are apportioned to the products on the following basis:

Machine DepartmenOn the basis of machine hours

Assembly Departmern the basis of labour hours

After a detailed study of the activities the following cost pools and their respective cost drivers are

found:

[ 2a0 t 22 | Y2dzyi /| 2&0 5N vdz yaie
al OKAYAy 3 & cnnfal OKAYS Kz2ddoZunnnn K
lraasSyofte as nnXnA5ANBOG tFo2mMmInnsnnn
{ SoaL) Oz a il a dXnnlal OKAWAIAA SH b= n nmzlla S
h NRSNJ LINR OS2 TEZHN|/ dZAG2YSNI 2NTZHAn 2NRS
t dzZNOKI &aAy 3 n>nn|t dzNOKFaS 2Nynn 2NRSNH
As per an estimate the activities will be used by the three products:
t F Nb Odzf I N& t N RdzOUa
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PROBLEM 16: (RTP NOV 20)
Y5 [GR® Aa F2tt2Ay3a | Oa@Ale o0FaSR O2asy3do
T2ttt 20ayY
/] 2ad LR2f . dzZRAISGSR 20/ 240 RNARY . dzRISGSR
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The company has produced a batch of 7,600 units, its material cost 262,000 and wages
4,68,500.Usage activities of the said batch are as follows:

al GSNAFf 2NRSNR P G
al USNAIE Y20SYSyia y
alAyiaSylyoOS K2dzNa MZHI/
{ SdialLJa c 1
b2ad 2F AyalLlSOesz2ya My

wSlj dzA NBRY
1 CALCULATE cost driver rates.
1 CALCULATE the total and unit cost for the batch.

t wh. [¢n& O wedmdboh +

SMP Pvt. Ltd. manufactures three products using three different machines. At present the
overheads are charged to products using labour hours. The following statement for the month of
September 2019, using the absorption costing metlhas been prepared:

t NE Rdz§ t N2 Rdz{ t NP R dz(
t I Nb Odzf I N& 6dzaAy| O6dzaAy S6dAAY
YI OKAY| YIF OKAY YI OKAY
t N2 RdzOa 2y dzy Al a npnn PHIpPN onznn
al GSNALFE O2adG LISNJ dzy opn ncan nMn
2} 3Sa LISNI dzyAd X% y I H NN nnn pcn
h@SNKSLBNDAZF A G o 0 HNn nnn pcn
¢c20Ff O2adG LISNJ dzy A y 0Nl M3 HCJ MXp o
{SttAy3a LINAOS 6 0 MZN0Tq¢ MIPTH MIGPMH
The following additional information is available relating to overhead cost drivers.
/] 2840 RNAJSNJ t NB Rd t NB Rd t NERg ¢240
b2 oY 2K A gAIAA S n Jl M C nn cn
b2d® 2F LIZNOKI & $ nn y n M X H H S
b2d 2F OdzadG2YSNH M N H X H nyl y=zn

Actual production and budgeted production for the month is same. Workers are paid at standard rate.

Out of total overhead costs, 308lated to machine setips, 30% related to customer order processing

and customer complaint management, while the balance proportion related to material ordering.

Required:

i. COMPUTE overhead cost per unit using activity based costing method.

ii. DETERMINE thellng price of each product based on actiditgsed costing with the same
profit mark-up on cost.
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ANSWERS
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order

Number of purchase

Activity Overhead cost Costdriver level Cost driver rate
0O U 0O U
Machine processing 7,00,000 1,40,000 5
Machinehours
Set up Costs 7,68,000 64 12,000
Number of set up
Purchase related Costs 6,80,000 544 1250

Cost Allocation under Activity based Costing

Express Coffee

Instant Coffee

0 U

6 U

Overhead Cost

Machine processing (Cobtiver rate
- pu O02NJ HAZnNANA

5 x 20,000 =1,00,0

5 x 1,20,000 = 6,00,000

Set up Costs (Cost Driver rate
- MHZAAAO0UL 02 NJ

12,000 x 20 = 2,40,0

12,000 x 44 = 5,28,000

Purchase related Costs (Cost Dt

1,250 x 160 = 2,00,0

1,250 x 384 = 4,80,000

rate - MHPAOD 02N M

Total overhead cost 5,40,000 16,08,000
Overhead Cost per unit

Per unit Overhead cost 0 0
5,40,000 /5,000 108
16,08,000/60,000 26.80
HO
{GFrGSYSYy v AXKR gl HGFBNGFANASY o2yEf YSUK2R
Particulars of Costs AX BX CX
0O 0 o 0 0O 0

Direct Materials 35 25 45
Direct Labour 20 18 30
Production Overheads 60 45 75
Cost per unit 115 88 150
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{GFraSYSYyld {K2gAy3a a/2ald LISNI dzyAld dzaAy3
Products AX BX CX
Production (units) 7,500 12,500 25,000
0O 0 0 0 0 0
Direct Materials 2,62,500 3,12,500 11,25,000
Direct Labour 1,50,000 2,25,000 7,50,000
Machine Related Costs 45,000 56,250 1,87,500
Products AX BX CX
Setup Costs 2,62,50 3,37,50( 5,55,00(
Material handling Cost 1,50,00 2,10,00 5,06,25
Inspection Costs 77,00( 1,54,00¢ 3,46,50(
Total Costs 9,47,00 12,95,25 34,70,25
Cost per unit (Total Cost I Units) 126.26] 103.67 138.8]
Working Notes:
Calculation of Total Machine hours
Particulars AX BX CX
(A)Machinehours per unit 2 15 2.5
(B)Production (units) 7,500 12,500 25,000
(C) Total Machine hours (Ax B) 15,000 18,750 62,500
Total Machine hours = 96,250
¢20G1rf t NPRdzOUGUAZ2Y 20SNKSIRa I' docXupn P on
Calculation of Cost Driver Rate
Cost Pool %|h SNKS Cost Driver |CostDrivel / 234G 5 NA @
(Basis) (Units)
Set up 40 11,55,00¢ No of set ups 1,54( 750 per set up
Machine Operation | 10 2,88,75( Machine hours 96,25( 3 per machin
hour
Material Handling 30 8,66,25( No of material 1,155 750 per materia
movement movemen
Inspection 20 5,77,50( No ofinspection 1,50( 385 per
inspection
{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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G 0GFraGSYSyld 2F hLISNIey3d AyO2YS YR hLISNIay3
LINE R dzQNhentsdpgod costs are allocated pooduct lines on the basis of cost of goods
sold of each product)

5NHza | 5NX¥z3 .| 5NX¥z3 / ¢ 201 f
Revenues: (A) 74,50,00 1,11,75,00 1,86,25,00 3,72,50,00
Cost of Goods sold 41,44,50 68,16,75 1,20,63,75 2,30,25,00
(COGS): (B)
Support cost 16,57,80 27,26,70 48,25,50 92,10,00
(40% of COGS): (C)
(Refer working notes)
Total cost: 58,02,30 95,43,45 1,68,89,25 3,22,35,00
(D) ={(B) + (C)}
Operating income: E = 16,47,70 16,31,55 17,35,75 50,15,00
{(AHD)}
Operatingincome as &b 22.129 14.609 9.329 13.469
of revenues:
(E/A) x 100)

22N Ay3 y2aSay
M ®dTotal support cost:

0
Drug Licence Fee 5,00,00
Ordering 8,30,00(
Delivery 18,20,00
Shelf stocking 32,40,00
Customer support 28,20,00
Total support cost 92,10,00

H ®Percentage of support cost to cost of goods sold (COGS):
Total Support Cost Total Cost of Goods Sold = 9210000 + 23025000 = 40%
Cost for each activity cost driver:

Activity ¢ 201 f Cost allocation base Cost driver rate
2)

(1) 3) 4) =12 = @)
Ordering 8,30,000 | 2,000 purchase orde| 415 per purchase order
Delivery 18,20,000 | 2,800 deliveries 650 per delivery
Shelfstocking 32,40,000 | 4,500 hours 720 per stocking hour

{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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Customer support 28,20,000

4.70,000 units sold

6 per unit sold

Statement of Operating income and Operating income as a percentage of revenues for each

product line
(When support costs are allocated to product lines using an acteied costing system)
5Nbz3 [5NHz3 |[5NHz3 | ¢20 1 ¢

Revenues: (A) 74,50,00( 1,11,75,00 1,86,25,00| 3,72,50,00
Cost & Goods sold 41,44,50( 68,16,75( 1,20,63,75| 2,30,25,00
Drug Licence Fee 1,00,00 1,50,00 2,50,00 5,00,00
Ordering cost* (560:810:630) 2,32,40( 3,36,15( 2,61,45 8,30,00
Deliverycost* (950:1000:850) 6,17,50 6,50,00 5,52,50( 18,20,00
Shelf stocking cost* (900:1250:2350; 6,48,00 9,00,00( 16,92,00( 32,40,00
Customer Support cost* 10,51,20 9,01,80 8,67,00( 28,20,00
(175200:150300:144500)
Total cost: (B) 67,93,60( 97,54,70( 1,56,86,70| 3,22,35,00
Operating income C: {(A}B)} 6,56,40( 14,20,30( 29,38,30( 50,15,00
Operating income as a % of revenue 8.819 12.719 15.789 13.469

* Refer to working note 3

I 2YLI NR&2Y 2y GKS olara 2F 2LISNF oNHOIYyDQRYS

0 | When support costs are allocated to product lines on the basis of cost of goods sold of

each product

5 NHdz3

5 NHz3

5 NHdz3

¢c24l

Operating income as a % of revenug

22.12

%

14.60%

9.32%

13.46%

On comparing the operating inconas a % of revenue of each product, Drug A is the most

profitable product line, though its revenue is least but with highest units sold.

0 0 When support costs are allocated to product lines using an acthidtyed costing

system

5 NHdz3

5 NHz3

Drug @

¢ 20l

Operating income as a % of
revenues

8.81%

12.71%

15.78%

13.46%

On comparing the operating income as a % of revenue of each product, Drug C is the most

profitable product line, though its unit sold is least but with highest revenue.
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i. Statement of cost allocation to each product from each activity

Product
t o0 o v 06 0 w o0 U0 ¢20l f
Direct Labour hours 1,00,000 80,000 60,000
(Refer to working (10,000 Labou (8,000 Labouy (6,000 Labour 2,40,000
note) K 2 dzZNB& K 2 dzZNA& K 2 dzNA
_ 60,000 54,000 48,000
Production runs
. (200 _ (160
(Refer to working ) (180 Production ) 1,62,000
Production . Production
note) . Ndzy a R .
NXzy a PR NXzy a PR
_ _ 90,000 75,000 45,000
Quiality Inspections
. (3,000 (2,500 (1,500
(Refer to working ] _ ] 2,10,000
te) Inspections X Inspections ¥ Inspections X
note
30) 30) 30)
Working note:
Rate per unit of cost driver
Direct Labour hour 0 OXZNNXZNnNnkKon 10 per Labour hou
Production runs 0 MZYy NnZANNKCAN 300 perProduction run
Quality Inspection 0 HXNNZNNNKY 30 per Inspection
il. Computation of cost of unused capacity for each activity
Particulars 0 0
S5ANBOG [ 02dzNJcK2 ézllla n@ddnno 2 MNE DL S 60,000
t N2 RdzO( A 2,80,000kzy aM Xx6H T nnnv 2 NJ 6 cn 18,000
vdzl £t AG8 Ly aLlSOli MmZym nekdn n nHoz n2iNg nonwes 30,000
Total cost of unused capacity 1,08,000
ii./ 2ad aKSSO FyR /[/2YLJzil GA2y 2F { I f Syadten@dI f dz$
Particulars 0 0
Mpnn dzyAda 2F LINRPRAzOGO WwW{Q (2 0S
LYAGALFf RSaA3Iy O2ai LISNJI lj dzZ NI SNJ 3,750
Direct Material Cost 18,000
S5ANBOG [F02dz2NJ / 2aid 6mZpnn [ | 062 dzN 15,000
Direct Costs (A) 36,750
Setup/f 24l omp t NPRdzOUA2Y NHzya PR 4,500 &
LyalLlSOiGAzy [/ 2alid onHpn LYaLISOGAz2yaA 7,500 N
Indirect Costs (B) 12,000 :T\
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Total Cost (A + B) 48,750
Add: Markup (20% on cost) 9,750
Sale Value 58,500
{SttAYy3a t NAOS LISNI dzyAld WwY{Q o p 39
p @
Traditional Absorption Costing
X Y Z Total
(a) Quantity (units) 1,200 1,440 1,968 4608
600 5ANBOG I o2dz 18 20 30 -
(c)Direct labour hours (a x b)/ 4 5,400 7,200 14,760 27,360
Overhead rate per direct labour hour:
= Budgeted overheadBudgeted labour hours
r o pnznnn b nnznnn b Hy2ZHnNnn b M2ZHY 2
r HZNCXZHNANKHTXZocn K2dzNA
r d LISNI RANBOG f I 02 dzNJ K2 dzNJ
Unit Costs:
Particulars X Y Z
Direct Costs:
S5ANBOG [062dz2NJ 6 O 18 20 30
5ANBOG al GSNAIFE o 0 90 84 176
t NPRdzOGA2Y hOSNKSI R 40.5 45 67.5
(9 x 18/4) (9 x 20/4) (9 x 30/4)
¢c20GFf O2ad LISNJ dzy Al 148.50 149 273.5
Calculation of CosDriver level under Activity Based Costing
Particulars X Y Z Total
Quantity (units) 1,200 1,440 1,968 -
No. of ordergto be rounded off for 48 58 79 185
fraction) (1200/25) | (1440/25) | (1968/ 25)
No. of production runs 25 30 41 96
(1200/48) | (1440/48) | (1968/48)
No. of Inspections (done for each 25 30 41 96
production run)
Maintenance hours 1,600 1,600 3,200 6400 :
3
{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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Calculation of Cosbriver rate

o Budgeted Cos| Costdriverlevel| / 280 5 NA @S
Activity o
o U (b) =(a)/ (b)
Material 50,000 185 270.27
procurement Seup 40,000 96 416.67
Quality control 28,240 96 294.17
Maintenance 1,28,000 6,400 20
Calculation of total cost of products using Activity Based Costing
: Product
Particulars
Q ., Y2
Direct Labour 18 20 30
Direct Material 90 84 176
Prime Cost per unit (A) 108 104 206
. 10.81 10.89 10.85
Material procurement . . . - . .
wony E HT| wopy E HT| wédTd E HT
8.68 8.68 8.68
Setup
[(25 x 416.67)/1200] [(30 x 416.67)/ 1440] [(41 x 416.67)/ 1968
. 6.13 6.13 6.13
Quality control
[(25 x 294.17)/1200] [(30 x 294.17)/ 1440| [(41 x 294.17)/ 1968
. 26.67 22.22 32.52
Maintenance
[(1,600 x 20)/1200] [(1,600 x 20)/ 1440] [(3,200 x 20)/ 1968
Overhead Cost per unit (B 52.29 47.92 58.18
Total Cost per unit (A + B) 160.29 151.92 264.18

Note: Question may also be solved assuming no. of ordemm&berial procurement to be 25 for

each product.

cod
i) Calculation Cos6 NA @S NRA NI (S
N h@SNKSI R Costdriver level /| 230 RN(
Activity
(A) (B) (C) = (A)(B)
_ 64,000 34+32+14 800
Ordering
= 80 no. of purchase order
_ 1,58,200 110 + 64 + 52 700
Delivery L
= 226 no. of deliveries
. 87,560 110 + 160 + 170 199
Shelf stocking )
= 440 shelf stocking hours|

{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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i) Calculation of total cost of products using Activity Based Costing

. Fruit Juices
Particulars N - . -
PLILX S ¢ h Nl y3sS Mixed C NHzA U
) 80,000 90,000 1,00,000
Material cost ) ) )
omMnznnn omMpznnn oHNnzZnnn
. 50,000 60,000 60,000
Direct labour cost ) ) )
omMnznnn omMpznnn oHNnzZnnn
Prime Cost (A) 1,30,000 1,50,000 1,60,000
] 27,200 25,600 11,200
Ordering cost
(800 x 34) (800 x 32) (800 x 14)
_ 77,000 44,800 36,400
Delivery cost
(700 x 110) (700 x 64) (700 x 52)
) 21,890 31,840 33,830
Shelf stocking cost
(199 x 110) (199 x 160) (199 x 170)
Overhead Cost (B) 1,26,090 1,02,240 81,430
Total Cost (A B) 2,56,090 2,52,240 2,41,430

T®

Working note:

(i) Computation of revenues (at listed price), discount, and cost of goods sold and customer level
operating activities costs:

_ Customers
Particular
A B C D E
Cases sold: (a) 9,360 14,200 62,000 38,000 9,800

wS@SydzSa 61l @

) ) ) ) 5,05,440 | 7,66,800 | 33,48,000| 20,52,000| 5,29,200
oOoouL Jo0l v P

- 8,520 3,10,000 | 1,44,400 | 52,920

5Aa02dzyd 6 0V (14,200 | (62,000 | (38,000 (9,800
Discount per case} Ol aS3 Ol asSg Ol aSa OF asyg
0.6) 5) 3.80) 5.40)

/] 230 2F 3J22RH4
4,21,200 | 6,39,000 | 27,90,000| 17,10,000| 4,41,000

o0l uv P npyY
Customer level operating activities costs
hNRSNJ GF 1Ay 3
g LA 6,000 10,000 12,000 10,000 12,000 'E
2F LIJzNOKIF aS -~ ‘
J
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Customer visits costs 0 (
6b2d 2F Odzadz 1,200 1,800 3,600 1,200 1,800
300)
Delivery vehicles travel cost
6 0 o6YyyvYa (NI g 3,200 2,880 4,800 6,400 9,600
GSKAOft Sa P
t N2 RdzOli KI yRf
36010 P HY 18,720 28,400 | 1,24,000 76,000 19,600
Cost of expediting deliveries
6 0 9b2d 2F 9 - - - - 200
RSt AGSNASA P
Total cost of customer level

R i _ ) 29,120 43,080 | 1,44,400 93,600 43,200
2LISNF GAY 3 | Oy

(i) Computation of Customer level operating income

. Customers

Particular
I .G /I 5 9

Revenues (At list price) (Refer tc

_ 5,05,440| 7,66,800| 33,48,000| 20,52,000| 5,29,200
working note)
Less: Discount (Refer to working
note) - 8,520 | 3,10,000 | 1,44,400 | 52,920
Revenue (At actual price) 5,05,440| 7,58,280| 30,38,000| 19,07,600| 4,76,280
Less: Cost of goods sold (Refer

_ 4,21,200| 6,39,000| 27,90,000( 17,10,000| 4,41,000
working note)
Gross margin 84,240 | 1,19,280| 2,48,000 | 1,97,600 | 35,280
Less: Customer level operating
activities costs (Refer to working 29,120 | 43,080 | 1,44,400 | 93,600 43,200
note)
Customer level operating incom¢ 55,120 | 76,200 | 1,03,600 | 1,04,000 | (7,920)

Comments

Customer D in comparison with Customer C: Operating income of Customer D is more than of
Customer C, despite having only 61.29% (380A G & 0
dzy AGaoo

G2 /dzad2YSNI /
GgKAE S

I OGAGAGASE 2F |/

/| dzZaG2YSNJ 5
0 HEny NBnAIKIVE /M&BEG2YSNI 5

ocHXInnnN
NEOSA@Sa

0 MZnnXnnanno

income is more in case of Customer D.
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Customer E in comparison with CustomeiCAstomer E is not profitable while Customer A is
LINEPFAGFI O S /dzali2YSNI 9 NBOSAG®SA I RAaO2dzyi 2
discount. Sales Volume of Customer A and E is almost same. However, total cost of customer
level operatingacA G A Sa 2F 9 Aa FIN Y2NB 6 NOZHANO| A
has resulted in occurrence of loss in case of Customer E.
y ®
i) Overheads application base: Direct labour hours
. Equipment Equipment
Particular S S—
! O U o U
Direct material cost 350 400
Direct labour cost 360 480
Overheads* 180 240
Total 890 1120
*Pre-determined rate = Budgeted overheads/Budgeted direct labour hours
r MpZnNnnZnmEn&HpZnnn K2 dzNA
if) Estimation of CosDriver rate
Activity h@SNKSI R Costdriver level /| 2340 RNM(
Order processing 3,00,000| 600 Orders processed 500
Machine processin( 10,00,000| 50,000 Machine hours 20
Inspection 2,00,000| 15,000 Inspection hours 10
Particular Equipment Equipment
I 6 0 o 0
Direct materialcost 350 400
Direct labour cost 360 480
Prime Cost(A) 710 880
Overhead Cost
Order processing 400: 200 2,00,000 1,00,000
Machine processing 22,500: 27,500 4,50,000 5,50,000
Inspection 5,000: 15,000 50,000 1,50,000
Total overhead cost 7,00,000 8,00,000
(Overheads cost per unit for each overhead can also be calculated)
Per unit cost 6 0 0 0
7,00,000 /3,200 (BA 218.75 _g_
8,00,000/ 3,850 (BB 207.79 L
{I1wo{l ¢! C2NJ/! FYyR /a! py {1 wo9{l ¢! tNRFSaarA2yl ]| /:




Unit manufacturing cost (A+B) 928.75 1,087.79
iii) Calculation of Cost Distortion
_ Equipment Equipment
Particular S— S—
! O U o U
Unit manufacturing costising direct labour
o 890.00 1120.00
hours as an application base
Unit manufacturing costising activitybased
_ 928.75 1,087.79
costing
Cost distortion (38.75) 32.21
b P
Working Note:
OverheadAbsorption Rate = 51,79,300/3,01,39,000 x 100 = 17.18%
Cost of Product Under Absorption Costing
ltem of Cost LY2dzyid o
Material 26,38,700
Wages 3,75,200
Prime Cost 30,13,900
Overheads: 51,79,300 x 3,01,39,000/30,13,900 5,17,930
Total Cost 35,31,830
Units 15,000
Cost per unit 235.46

Cost driver rate, total cost and cost per unit on the basis of actbased costing method

Absorption Costing.
Calculation of Cost Driver rate:

Activity 0 U Activity Volume Cost Driver Rate
Material Procurement 22,50,000 1500 1500
Maintenance 17,30,000 9080 190.53

Setup 6,84,500 2250 304.22

Quality Control 5,14,800 2710 189.96

Calculation of total Cost and cost per unit:

Item of Cost LY2dzyd o 0

Material 26,38,700

Wages 3,75,200 +
Prime Cost 30,13,900 'Sg'
Material Purchase (22,50,000/1500 x 48) 72,000 I

{I1w9{l ¢! C2NJ/! F+yR [ al!
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Maintenance (17,30,000/9080 x 810) 1,54,328
Setup (6,84,500/2250 x 40) 12,169
Quiality Control (5,14,800/2710 x 25) 4,749
Total Cost 32,57,146
Unit 15,000
Cost per unit 217.14

Working Notes:

Overhead Rate per Machine Hour

= Total Overhead incurred by the Company/Total Machine Hours

M@
Statement Showindy @S NK S| R / 2ad LISNI dzyAd & ¢ NIF RAG
Particulars DSt tSy 6 HEfE t Sy
Units 5,500 24,000
h@dSNKSFRa o 0 (4,800,000 10,80,000
(20 x 24,000 hrs.) (20 x 54,000 hrs.)
hdSNKSFR wl S |[87.27 45
o] nzynznnn {06 MAZYynZnnan

r NZTPZANHN b pXZT1dhPIdPpyy b pEZnnIZdppHkHnZInnn K2 dzNJ
' MmpXcnInnnktyXInnn K2dzNRA
r Hn LISNJ YI OKAY S K2 dzNJ
Statement{ K2 gAy 3 a! OGAGAGE .l aSR hOSNKSIR [/ 2al¢
Activity Cost Pool Cost Driver Ratio Total DSt t|. Fff |
Y2 dzy i

Volume Related Machine hours 24:54:00 4,75,020 1,46,160[ 3,28,860
Activity Costs

Setup Related Costs| No. of Setups 30:56:00 5,79,988| 2,02,321| 3,77,667
Purchase Related No. of Purchase 240:448 504,992 1,76,160,  3,28,832

Costs Orders

Total Cost 5,24,641| 10,35,359

Output (units) 5,500 24,000

Unit Cost (Overheads 95.39 43.13

Particulars DSt tSy] . Fft t

h@SNKSIFRa /2ad LISNJ dzy Al 87.27 45| O
h@SNKSFRa / 2ad LISNI dzy A G 4 95.39 4313 2
Difference per unit (8.12) 1.87 :
{fI1wo{l ¢! C2NJ/! FtyR /a! py {1 wo9{Il ¢! tNRBFSaarzylff]|/
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(Volume related activity cost, set up related costs and purchase related cost can also be calculated
under ActivityBase Costing using Cost driver rate. However, there will be no changes in the final

answer.)
MM O
1. / £ Odzf F GA2Y 2F a! OGA@GAGE wl (S¢
Cost Pool /| 2ai Cost Driver Cost Driver
[A] [B] wlk GS
[C] = [Al=[B]
Machine Department Expenses 18,48,000| Machine Hours 14.00
(1,32,000 hrs.)
Assembly Department Expenses 6,72,000{ Assembly Hours 16.00
(42,000 hrs.)
Setup Cost 90,000| No. of Production Runs 200.00
(450%)
Stores Receiving Cost 1,20,000| No. of Requisitions Raise| 1,000.00
on the Stores (120)
OrderProcessing and Dispatch 1,80,000| No. of Customers Orders 48.00
Executed (3,750)
Inspection and Quality Control Co 36,000| No. of Production Runs 80.00
(450%)
¢c20FKt o 0 29,46,000
*Number of Production Run is 450 (150 + 120 + 180)
{GFriSYSyih @&R¥3IlyRas ! f f 20Fa2Yy
Particulars of Cost Cost Driver P Q R Total
Machine Department Machine Hours 4,20,000 | 6,72,000f 7,56,000 | 18,48,000
Expenses (30,000 x | (48,000 | (54,000 x
14) x 14) 14)
Assembly Department | Assembly Hours| 2,40,000 4,32,000 | 6,72,000
Expenses (15,000 x (27,000 x
16) 16)
Setup Cost No. of 30,000 24,000 36,000 90,000
Production Runs (150 x (120 x (180 x
200) 200) 200)
Stores Receiving Cost | No. of 40,000( 30,000 50,000| 1,20,000
Requisitions (40 (30 (50
{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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Raised on the x 1,000)| x 1,000)| x 1,000)
Stores
Order Processing and No. of Customerg 60,000| 48,000 72,000/ 1,80,000
Dispatch Orders Executed (1,250 x| (1,000 x| (1,500 x
48) 48) 48)
Inspectionand Quality No. of 12,000 9,600 14,400 36,000
Control Cost Production Runs (150 x (120 x (180 x
80) 80) 80)
hdSNKSIFR o 8,02,000| 7,83,600| 13,60,400 29,46,000
MH O

1. The Total Production Overhead av&,00,000

Items Labour Hour Overheads allocation on the
olara 2F RANS
Labour Hour Ratio (4.5:6:7.5)
Hand Wash 1,35,000 9,00,000
Detergent Powder 3,60,000 24,00,000
Dishwasher 6,75,000 45,00,000
Total 11,70,000 78,00,000

2.0n the basis of ABC analysis this amount will be apportioned as follows: Statement Showing

"Activity Based Production Cost"

Activity Cost Pool Cost Driver Ratio Total Hand Wash| Detergent | Dishwas
Amount 6 U Powder KSNJ
0 0 0 0
Goods Receiving Dispatch 06:09:10 8,88,000 2,13,120 3,19,680| 3,55,200
order
Inspectingand Testing Production 05:07:08| 26,82,000 6,70,500 9,38,700| 10,72,800
costs Runs
Dispatching Dispatch 06:09:10f 6,30,000 1,51,200 2,26,800| 2,52,000
Order
Storage Cost Batchesof 12:13:15| 36,00,000; 10,80,000| 11,70,000 13,50,000
material
Total Activity Cost 21,14,820 26,55,180| 30,30,000
Quantity Produces 30,000 60,000 90,000
Unit Cost(Overheads) 70.49 44.25 33.67
Add: Conversion Cog
(Material + Labour) 195 180 195
{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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Total 265.49 224.25 228.67
Note: This question can also be solved by using cost driver rate
MO @
[ 1 fO0dzf o2y AFD2¥SNAAYA | Osa@PAlGEe . lFaSR [/ 2aay3
Calculation of CosDriver rate
Activity Overhead | Allocation | Overhead Costdriver Cost driver
cost cost level rate
0O 0 0O 0 o 0
Indirect labour+40% | 56,00,000 50%/| 28,00,000 300 9,333.33
for incentives Production runs
40%| 22,40,000 1052* 2,129.28
Setup hours
10% 5,60,000 4 1,40,000
Number of
parts
Computer Systems | 20,00,000 80%| 16,00,000 300 5,333.33
Production runs
20% 4,00,000 4 1,00,000
Number of
parts
Machinery 16,00,000 100%| 16,00,000 20,000 80
depreciation Machine hours
Machine Maintenance 8,00,000 100% 8,00,000 20,000 40
Machine hours
Energyfor Machinery 4,00,000 100% 4,00,000 20,000 20
Machine hours
* (100 x 4) + (100 x 1) + (76 x 6) + (24 x 4)
= (400 + 100 + 456 + 96)
= 1052 setugours
Activity Based Costing
Brown Black Red Green Total
Quantity (units) 1,00,000 80,000 18,000 2,000 2,00,000
0O U 0 U 0 U 0 U 0O U
Sales 1,50,00,000 1,20,00,000 27,90,000 3,30,000] 3,01,20,000
LessMaterial Costs 50,00,000 40,00,000f 9,36,000{ 1,10,000{ 1,00,46,000 'Sg_
{1wo{l¢! C2NI/! FYR /a! p {1lwo{l ¢! tNRFSaarz2ylf
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LessDirect labour 20,00,000 16,00,000; 3,60,000 40,000 40,00,000
Less40%incentiveson 8,00,000 6,40,000 1,44,000 16,000 16,00,000
direct labour
(A) 72,00,000 57,60,000[ 13,50,000{ 1,64,000| 1,44,74,000
Overheads
Indirectlabour +
incentives
- 50%basedon 9,33,333 9,33,333| 7,09,334| 2,24,000 28,00,000
Production runs (9,333.33x (9,333.33 % (9,333.33x (9,333.33
100) 100) 76) X 24)
- 40%basedon Setup 8,51,711 2,12,928| 9,70,951| 2,04,410 22,40,000
hours (2,129.28 x (2,129.28 x (2,129.28 X (2,129.28
400) 100) 456) X 96)
- 10%basedon 1,40,000 1,40,000 1,40,000{ 1,40,000 5,60,000
number of parts (1,40,000 x 1
Computer Systems
- 80%based 5,33,333 5,33,333| 4,05,334| 1,28,000 16,00,000
on Production runs (5,333.33x (5,333.33 % (5,333.33x (5,333.33
100) 100) 76) X 24)
- 20%based 1,00,000 1,00,000f 1,00,000{ 1,00,000 4,00,000
on number of parts | (1,00,000 x 1
Machinery 8,00,000 6,40,000 1,44,000 16,000 16,00,000
depreciation (80x0.1x (80x0.1xX (80x0.1x| (80x0.1x
1,00,000) 80,000) 18,000) 2,000)
Machine Maintenance 4,00,000 3,20,000 72,000 8,000 8,00,000
(40x0.1x (40x0.1X (40x0.1X (40x0.1x
1,00,000) 80,000) 18,000) 2,000)
Energyfor Machinery 2,00,000 1,60,000 36,000 4,000 4,00,000
(20x0.1x (20x0.1X (20x0.1x (20x 0.1 X
1,00,000) 80,000) 18,000) 2,000)
Total Overheads (B) 39,58,377 30,39,594| 25,77,619| 8,24,410| 1,04,00,000
Operating Income (A 32,41,623 27,20,406| (12,27,619)| (6,60,410) 40,74,000
B)
Return on Sales (%) 21.61 22.67 (44.00)| (200.12) 13.53

The difference in the operating income under the two systems is due to the differences in
overheads borne by each of the products. The Activity Based Costs appear to be more accurat
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Mn ®
Working notes:
1. Total supportcost:

Particulars 0O 0
Bottles returns 60,000
Ordering 7,80,000
Delivery 12,60,000
Shelf stocking 8,64,000
Customer support 15,36,000
Total support cost 45,00,000
2. Percentage of support cost to cost of goods sold (COGS):
= Total support cost/Total cost of goods sold x 100
r npZnnznnnk MEIpnInnIannn R wmnann [ o x>
3. Cost for each activity cost driver:
Activity Total cost | Cost allocation base Cost driver rate
1) 6 0 3) 4) =12+ @)
Ordering 7,80,000| 1,560purchase ordery 500 per purchase order
Delivery 12,60,000| 3,150 deliveries 400 per delivery
Shelfstocking 8,64,000| 8,640 hours 100 per stocking hour
Customer support| 15,36,000] 15,36,000 items sold | 1 per item sold

(i) Statement of Operating incomand Operating income as a percentage of revenues for

each product line

(When support costs are allocated to product lines on the basis of cost of goods sold of

each product)

Soft Fresh Packaged | ¢ 2 G I f
5NAY{t NBRdzl C22Ra
Revenues: (A) 39,67,500, 1,05,03,000 60,49,500 2,05,20,000
Cost of Goods sold (COGS){ 30,00,000, 75,00,000, 45,00,000 1,50,00,000
(B)
Support cost (30% of COGS| 9,00,000{ 22,50,000 13,50,000, 45,00,000
(C) (Refer working notes)
Total cost: (D) ={(B) + (C)} | 39,00,000, 97,50,000 58,50,000/ 1,95,00,000
Operating income: (E) = {(A) 67,500 7,53,000 1,99,500, 10,20,000
(D)}
{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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Operating income as a

percentage of revenues: (F)3

{(BE)I(A) x 100}

1.70%

7.17%

3.30%

4.97%

(i) Statement of Operating income and Operating income psraentage of revenues for

each product line

(When support costs are allocated to product lines using an acthatyed costing

system)

{2F0 RICNBAK tNtlFOlF3aSR| ¢20l f
Revenues: (A) 39,67,500 1,05,03,000 60,49,500| 2,05,20,000
Cost & Goods sol( 30,00,000 75,00,000 45,00,000 1,50,00,000
Bottle return costs 60,000 0 0 60,000
Ordering cost* 1,80,000 4,20,000 1,80,000; 7,80,000
(360:840:360)
Delivery cost* 1,20,000 8,76,000 2,64,000, 12,60,000
(300:2,190:660)
Shelfstocking 54,000 5,40,000 2,70,000, 8,64,000
cost*
(540:5,400:2,700)
Customer Support 1,26,000 11,04,000 3,06,000{ 15,36,000
cost*
(1,26,000:11,04,0(
0:3,06,000)
Total cost: (B) 35,40,000 1,04,40,000 55,20,000] 1,95,00,000
Operating income 4,27,500 63,000 5,29,500, 10,20,000
(C) ={(™)(B)}
Operating income 10.78% 0.60% 8.75% 4.97%
as a % of
revenues: (D) =
{(C)I(A) x 100}

*Refer to working note 3
Mp ®
1.
i) Profit Statement using Absorption costing method:
Particulars Product Total
X Y Z
{1wo{l¢! C2NI/! FYR /a! p {1lwo{l ¢! tNRFSaarz2ylf
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Sales Quantity 1,00,000 80,000/ 60,000 2,40,000
{StftAy3a LINAOS L 90 180 140
{FtSa +IfdzS 6 0 9000000 1,44,00,000 84,00,000 3,18,00,000
5ANBOG O2ald LISN 50 90 95
5ANBOG /2ad o 0 5000000 72,00,000 57,00,000 1,79,00,000
Overheads:
al OKAYS RSLI NI Y
(Working note1) 24,00,000 25,60,000/ 24,00,000 73,60,000
l aaSYofe 5SLI NI
(Working note1) 30,00,000] 16,00,000 9,00,000[ 55,00,000
¢c2d4FKt /2ad 6 0 |[1,04,00000 1,13,60,000 90,00,000, 3,07,60,000
t NBEFA-G) 6 0 o/ -14,00,000[ 30,40,000| -6,00,000[ 10,40,000
i) Profit Statement using Activity based costing (ABC) method:
Particulars Product Total
X Y Z
Sales Quantity 1,00,000 80,000 60,000 2,40,000
{SftfAy3 LN 90 180 140
{1fSa +If dg 90,00,000 1,44,00,000 84,00,000 3,18,00,000
5ANSOG O2a 50 90 95
5ANBOG [/ 2a 50,00,000 72,00,0000 57,00,000/ 1,79,00,00Q
Overheads:
(Refer working note3)
al OKAYAy3 21,00,000 22,40,0000 21,00,000 64,40,000
laaSyofe a 24,00,000 12,80,000 7,20,000] 44,00,000
SetdzL) O2 a il a 4,50,000 3,00,000 1,50,000,  9,00,000
h NRSNJ LINR O 2,20,000 2,40,000 2,60,000 7,20,000
t dzZNOKI aAy3 1,50,000 1,75,000 75,000 4,00,000
¢c20FKt /2ai 1,03,20,000 1,14,35,000  90,05,000 3,07,60,000
t NP FA-G) 6 0 -13,20,000 29,65,000 -6,05,000] 10,40,000
Working Notes: 1.

Particulars Products Total

X Y Z
A. Production (units) 1,00,000 80,000 60,000
B. Machine hours per unit 3 4 5
C. TotaMachine hours [AxB 3,00,000 3,20,000 3,00,000[ 9,20,000
5 wlk S LISNJ ¥ 8 8 8
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E. Machine Dept. cost [CxD 24,00,000 25,60,000 24,00,000, 73,60,000
F. Labour hours per unit 6 4 3
G. Total labour hours [AXF] 6,00,000 3,20,000 1,80,000, 11,00,000
| & wl 4GS LISNJ ¥§ 5 5 5
|. Assembly Dept. cost [GxH  30,00,000 16,00,000 9,00,000{ 55,00,000

al OKAYyS K2dzNJ Ny GS T

TozZcnZnnnkKOZHAZANN

[ F02dzNJ K2dzNJ NIF GS T

ppxznnzannKMMZAaaznnn

2. Calculation of cost driver rate

{1 wo{l ¢!

K2
K2

Cost Pool Amount 0 Cost Driver Quantity 5NA @S NJ
Machining service{ 64,40,000, Machine hours 9,20,000 hours 7
Assembly services 44,00,000| Direct labour hours| 11,00,000 hours 4
Setup costs 9,00,000| Machine setups 9,000 setups 100
Order processing 7,20,000| Customer orders | 7,200 orders 100
Purchasing 4,00,000| Purchase orders | 800 orders 500

. Calculation of activitywise cost
Particulars Products Total
X Y Z
A. Machining hours (Refer Working net¢ 3,00,000{ 3,20,000, 3,00,000f 9,20,000
1)
B. MachinehouNJ 4 S o6 0 6w 7 7 7
note-2)
/| ® al OKAYyAy3 &SNIJA 21,00,000 22,40,0000 21,00,000 64,40,000
D. Labour hours (Refer Working neitg 6,00,000{ 3,20,000/ 1,80,000| 11,00,000
9@ [ 62dzNJ K2 dzNJ NI 4 4 4
note-2)
Fl aasSyofée aSNWA OS 4 24,00,000 12,80,000 7,20,000| 44,00,000
G. Machine seups 4,500 3,000 1,500 9,000
H.RatepersetizL] 6 0 O WwSTF:¢ 100 100 100
note-2)
|.SetdzL) O02ad ¢ 0 wDPRI 450,000 3,00000 1,50,000 9,00,000
J. Customeorders 2,200 2,400 2,600 7,200
YO whk (S LISNI 2NRSNJI 100 100 100
2)
[ ® hNRSNJ LINPOSaaaAy 220000 240,000 260000 7,20,000
M. Purchase orders 300 350 150 800

C2NJ /!

by R

/ a

Mo {1l wo{l ¢!
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b wlk &GS LISNI 2 NRSNJ 500 500 500

note-2)

ho t dzZNOKIF &aiay3a Oz2ad 1,50000 1,75000 75,000{ 4,00,000

16.
Calculation of cost driver rate:

/] 2a0 L2t . dZRISUSR 20| Costdriver | / 240 RNAJ
Material procurement 18,42,000 1,200 1,535.00
Material handling 8,50,000 1,240 685.48
Maintenance 24,56,000 17,550 139.94
Setup 9,12,000 1,450 628.97
Quality control 4,42,000 1,820 242.86

Calculation of cost for the batch:

Particulars LY2dzyid| ! Y2dzyi

Material cost 24,62,000.00
Wages 4,68,500.00
Overheads:

al 0 SNAFf LINRPOAzNBYSYyd o M ) 85,960.00

al 0 SNAFf KIFIyRfAYy3I 0 cypor 57,580.32

al AyaSylyoS o Mo g®pnPmMIny 1,98,714.8(Q

SetdzLJ 0 C Hw@sibtr Rcn aSi 37,738.20

vdzt t AGe O2yGNBE 6 HNH®yCH 4,371.48 3,84,364.80
Total Cost 33,14,864.80
No. of units 7,600
Cost per units 436.17
MT ®
Workings:

Total labour hours and overhead cost:

Particulars Product X Product Y Product Z Total
Production units 45,000 52,500 30,000 1,27,500
Hour per unit 3 5 7
Total hours 1,35,000 2,62,500 2,10,000 6,07,500
Rate per hour 80.00
Total overhead 4,86,00,000

{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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Cost per activity and driver

. Customer
Activity Machine Customer -order complaint Total
Setup processing
management
¢c20Ff 20S 1,45,80,000 1,45,80,000 1,94,40,000  4,86,00,00Q
No. of drivers 600 2,400 8,000
[ 240G LISNJI 24,300 6,075 2,430
Computation of Overhead cost per unit:
Particulars Product X Product Y Product Z
No. of machine setips 40 160 400
CostpeRNA GSNJ 6 0 24,300 24,300 24,300
Total MachinesetizL) O2aid ¢ 0 ! 9,72,000 38,88,000 97,20,000
No. of purchase orders 400 800 1,200
/ 240 LISNI RNAGSNI 6 0 6,075 6,075 6,075
¢C20Ff 2NRSNJ LINPOSaaAy 24,30,0000  48,60,000f  72,90,000
No. ofcustomers 1,000 2,200 4,800
/| 230G LISNJ RNAGSNI 6 0 2,430 2,430 2,430
¢c2GFf Odzad2YSNI O2YLIX | 24,30,0000  53,46,000 1,16,64,00Q
¢c20Frf h@SNKSFIR Oz2ait o 58,32,000 1,40,94,000 2,86,74,000
Production units 45,000 52,500 30,000
[ 2a0 LISNI dzyAd 6 0 129.6 268.46 955.8
Determination of Selling price per unit
) Product X (usind Product Y (using Product Z (using
Particulars ) _ _
machine A) machine B) machine C)
al GSNAFE O2ald LISN 350 460 410
2| 3S&a LISNJ dzyAld X 240 400 560
h@SNKSIFR 02ad LISN 129.6 268.46 955.8
¢c2GFf O2ald LISNJI dzy 719.6 1,128.46 1,925.80
Profit (25% profit marddzLJ0 06 0 179.9 282.11 481.45
{StftAy3a LINAOS ¢ 899.5 1,410.57 2,407.25
{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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CHAPTER £€0ST ACCOUNTING SYSTEM

t!lwe¢yY L/!'L v!pgcaahba
PROBLEM 1 [MAY 23 5 Marks]
CKS F2ft26Ay3 AYTFT2NXNIlI o2y KlFIA 0SSy 200GFAYSR FNJ

Financial Cost

Accounting Accounting

(i) Factory Overhead 94,750 90,000
(i) Administrative Overhead 60,000 57,000
(iii) Selling Overhead 55,000 61,000
(iv) Opening Stock 17,500 22,500
(v) Closing Stock 12,500 15,000

wSlj dzA NBRY

Indicate undefrecovery and overecovery and their effects on cost accounting profit.

PROBLEM 2 [NOV 22; 5 Marks]
X Ltd. follows No#integrated Accounting System. Financial Accounts of the company show a Net
Profit of 5,50,000 for the year ended 31st March, 2022. The chief accountant of the company has
provided following information from the Financial Accounts angdt@ccounts:

Sr. No Particulars ()
0] Legal Chargers Provided in Financial accounts 15,250
(i) Interim Dividend received credited in financial accounts 4,50,000
(iii) Preliminary Expenses written off in financial accounts 25,750
(iv) | Over recoveryf selling overheads in cost accounts 11,380
(V) Profit on sale of capital asset credited in financial accounts 30,000
(vi) Under valuation of closing stock in cost accounts 25,000
(vii) | Over recovery of production overheads in cost accounts 10,200
(viii) | Interest paid on Debentures shown in financial accounts 50,000

Required:

Find out the Profit (Loss) as per Cost Accounts by preparing a Reconciliation Statement

PROBLEM 3 [MAY 22¢ 5 Marks]

Journalize the following transactions assuming ¢bet and financial accounts are integrated: o
Particulars Amount ( ) g

Direct Materials issued to production 5,88,00( ﬁ
Allocation of Wages (Indirect) 7,50,00% :

{fI1wo{l ¢! C2NJ/! FtyR /a! py {1 wo9{Il ¢! tNRBFSaarzylff]|/
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Factory Overheads (Over absorbed) 2,25,00(
Administrative Overheads (Under absorbed) 1,55,00(
Deficiency found in stock of Raw material (Normal) 2,00,00

PROBLEM 4 [DEC 25 marks ]

R Ltd. showed a Net Profit 0f3,60,740 as per their cost accounts for the year ended 31st March,
2021. The following information was revealed agsult of scrutiny of the figures from the both
sets of accounts:

Sr. No. Particulars ()
I. Over recovery of selling overheads in cost accounts 10,250
il. Over valuation of closing stock in cost accounts 7,300
iii. Rent received credited in financiatcounts 5,450
iv. Bad debts provided in financial accounts 3,250
V. Income tax provided in financial accounts 15,900
Vi. Loss on sale of capital asset debited in financial accounts 5,800
Vil. Under recovery of administration overheads in cost accounts 3,600
Required:

Prepare a reconciliation statement showing the profit as per financial records

PROBLEM 5 (JUL 2%, 5 Marks)
The Profit and Loss account of ABC Ltd. for the year ended 31st March, 2021 is given below:
Profit and Loss account
(For theyear ended 31st March, 2021)
¢2 S5ANBOG al GSNR cXpn|. & {lIftSa é6mg wmMpZInn
¢2 S5ANBOG 21 3Sa oXpn|.& 5ABARSYR b n
¢2 CI OG2NE 20SNK HZCn
¢2 ! RYAYAaidNI a@S MZNp
¢2 {SftfAy3a 2O0SNK ypZJ
¢tF 2aa 2y alrtsS 27 HZn
¢2 bSi tNRUI PT X |
Mp Xnd Mp Znd

Factory overheads are 50% fixed and 50% variable.

Administrative overheads are 100% fixed. "

C

Selling overheads are completely variable.

= =2 4 -4 -

Indirect Expenses are absorbed in the cost accounts on the basis of normal production capa

{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf

Normal production capacity ¢ABC Ltd. is 20,000 units. C%
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1 Notional rent of own premises charged in Cost Accounts is amountind 2¢000.

You are required to:

(i) Prepare a Cost Sheet andcertain the Profit as per Cost Records for the year ended 31st March
2021.

(i) Reconcile the Profit as per Financial Records with Profit as per Cost Records.

PROBLEM 6 (MAY 19¢ 5 Marks)

M/s Abid Private Limited disclosed a net profit 048,408 as pecost books for the year ending $1
March 2019. However, financial accounts disclosed net loss 14,000 for the same period. On
scrutinizing both the set of books of accounts, the following information was revealed:

Works Overheads undeecoveredinCa i . 221 AXXXXdddny Icnn

Office Overheads ovdB 02 GSNBR Ay [/ 2ai . 221 aXXXXXXMMZIpn

n

5ABARSYR NBOSAOSR 2y {KFENBAXXXXXXXXXXXXXXXXK®
LYGSNB&al 2y CAESR 5SLIAAGEAXXXXXXXXXXXXXXXXXKXD
t NEPGA&AAZ2Y F2NJ R2dz00Fdzf RSOGAXXXXXXXXXXXXXXXKX:
Obsolescence logg2 G OKI NHSR Ay [/ 2&0 ! O02dzy i aXXXXXDDDPMT

{G02NB&a | R2dzaldYSyia O0RSOAGSR AYy CAYLFYyOALf | OD2
AY FAYLFYOALFE FOO0O2dzyidaXXX.
BR Ay /2ai0 .227aXXXXXXXKX.

5SLINBOAI A2y OKIF NBSR
5SLINBOAIGAZ2Y NBO2@SN

t NBLI NB I aSY2N}yRdzY wSO2yOAftAlazy | OO02dzyi @
PROBLEM 7 (NOV 18&; 10 Marks)
The following balances were extracted from a Company's ledger as on 30th June, 2018:

t I Nb Odzf | N& 5Sonmi o / NB RO {
wkg YIFEOGSNREFE O2y GNPt HXYH
2 2 MIWINE IIBEENRE | k O HX0Yy
CAYAaKSR ai201 O2yidNR 02X dH
DSYSNIf fSR3ISNI I Radzai b Mo
¢c20l f M Mo b Mo
The following transactions took place during the quarter ended 30th September, 2018:
GA(CI Ol 2NE @2 @3 RIS i BBONE INS & a MXo0cC
OAAD22Ra T ozNi AGR2KASIR MO ZXT(
OAANWI & YIFGSNAIFfa LJHz2NOKF &SR MHZMNO
OACGS5SANBOU & ASKE I & RBINEA NGBS2N HXpcC
604/ 2aG 2F 3IA22Ra az2fR MM Zpo

{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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ODGAWL 6 YI tASANRAESRR (2 LINRP RdzOe 2 Y MO ZcC J
6 GAWE ¢ YI GOONWBWRAIGAS R o0& adzZLJLJX A SNA HT X
O BA|wlé YI GSNRYDSyii2a08S4a dzRA U cIn
OAEB2 2 MIWINE AINB&E NB2SOGSR 66AGK y2 MH 3 (
OEJ/ dzai2YSNHAE NBlOdzNy& 6L G Ozadv np

You are required tqrepare:

(i) Raw material control a/c

(i) Work-in-progress control a/c

(iif) Finished stock control a/c

(iv) General ledger adjustment a/c

PROBLEM 8 (MAY 18¢ 5 Marks)

GK Ltd. showed net loss 02,43,300 as per their financial accounts for the year ended 31st March,
2018. However, cost accounts disclosed net loss#8,300 for the same period. On scrutinizing

both the set of books of accounts, the following information was revealed:

OA(22N] & 20SNKSIFRa 20SNJ NBEO2FSNEBI onz|
OAA{ StEtAYy3d 20SNKSIR& dzyRSNJ N50O2 @ HN T
OAAN! RYAYAAUNY a @S 20SNKSI Ra dzyRSNJ HT 37
OAGS5SLINBOALFa2y 20SNJ OKF NHSR Ay Of op |
600(. R RSoGa oxk20 Ay UYylFLyOALFf IO Mp I |
O BNt NBEftAYAYI NE 9ELI ¢gk2i Ay Uyly pXn
OOBALYGSNBaAG ONBRAGSR Rddz2NAYy3a (KS ¢ TIp

Prepare a reconciliation statement reconciling losses shown by financial and cost accounts by taking

costing net loss as base.

{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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PROBLEM 9 (RTP MAY 23)
The financial records of Riva Private Limited showed a net profil @9,500 for the year ended 31st
March, 2022. The cost accounts, however, disclosed a net 10s8&)600 for the samgeriod. The

following information were revealed as a result of scrutiny of the figures of cost accounts and financial

accounts:
()

) (Administrative overhead under recovered 63,750.0
(i) Factory overhead over recovered 3,37,500.0
(i) Depreciation under charged in Cost Accounts 65,000.0
(iv) Dividend received 50,000.0
(v) Loss due to obsolescence charged in Financial Accounts 42,000.0
(vi) Income tax provided 1,09,000.0
(vii) Bank interest credited in Financial Accounts 34,000.0
(viii) | Value of opening stock:

In Cost Accounts 4,12,500.0

In Financial Accounts 3,62,500.0
(ix) Value of closing stock:

In Cost Accounts 3,13,750.0

In Financial Accounts 3,30,000.0
(x) Goodwill writterroff in Financial Accounts 62,500.0
(xi) Notional rent of own premises charged in Cost Accounts 1,50,000.0
(xii) Provision for doubtful debts in Financial Accounts 37,500.0

Prepare a reconciliation statement by taking costing net loss as base.

PROBLEM 10 (RTP MAY 22)

X Ltd. maintains mon-integrated accounting system for the purpose of management information.

Thefollowing are the data related with year 20222:

Particulars LY2dzya ¢

Opening balances:

- Stores ledger control A/c 48,000

- Work-in-process control A/c 12,000

- Finished goods control A/c 2,58,000

- Building construction Alc 6,000

- Cost ledger control A/c 3,24,000 =
During the year following transactions took place: ﬁ

{I1wo{l ¢! C2NJ/! FYyR /a! py {1 wo9{l ¢! tNRFSaarA2yl ]| /:




Materials:
- Purchased
- Issued to production
- Issued to general maintenance
- Issued to building construction
Wages:
- Gross wages paid
- Indirect wages paid
- For building construction
Factory overheads:
- Actual amount incurred (excluding items shown above)
- Absorbed in buildingonstruction
- Underabsorbed
Royalty paid
Selling distribution and administration overheads
Sales

24,000
30,000
3,600
2,400

90,000
24,000
6,000

96,000
12,000
4,800
3,000
15,000
2,70,000

At the end of the year, the stock of raw material and worprocess was 3,30,00,000 and
15,00,000respectively. The loss arising in the raw material account is treated as factory overheac
The building under construction was completed during the year. Gross profit margin is 20% on sal

Required:

PREPARE the relevant control accounts to record tbeeatransactions in the cost ledger of the

company.

PROBLEM 11 (RTP NOV 21)

XYZ Ltd. maintains a nimtegrated accounting system for the purpose of management

information. The following are the data related with year 2620

t I Nb Odzf | N& ) AY
hLJISyAy3 oltlyoSay
{G2NBa f SRISNI O2yiNRf ! kO HN X
2 2 MIWINRE OSaa O2yUNRE ' kO cC>n
CAYAaKSR 322Ra O2yGaNRf 1 kO MZH®
.dzAf RAYy3 02y aidNHzOa2y ! kO oxn
/ 2ald fSR3ISNI O2yiNRE ! kO M3 CH
S5dzNAYy 3 GKS @SINI F2ft26Ay3 GNFXyal Os
al GSNRAIFfay
t dZNOKI &4 SR MH X |

{Iwo{l ¢! C2NJ/! FyR /a! pw {1 wo{l ¢!
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Li&adzSR (2 LINRRdzOs2Y Mp X |
LiadzSR (2 3ISYSNIt YIFIAYGSylyoOS M3y
LaadzSR (2 o0daAfRAYy3I 02y aiNHzOs2yY M 3 H
2} 3Say

DNR2&aa ¢l 3Sa LI AR np s |
LYRANBOG 41 3Sa LI AR MH X |
C2NJ odzAif RAy3a O2y aidNHzO0ez2y 0ZXn
CFOU2NE 20SNKSI RayY

| Qlidzr £ FY2dzyid Ay OdzZNNBR 6SEOf dzRA Y 3 ny = |
l a2NDPSR Ay o0dzZAf RAy3d O2yaidNHzOa2Yy cXn
' Y RISNA 2 Nb SR HZn
w2el fdeée LI AR M3 p
{SttAyadL RAAGNRAOdzm2Y YR I RYAYA&UN TIp
{IfSa MZo0p

'd GKS SyR 2F (KS &SINE UGKBNBOROMZRIBEZ N I n v
TpEnnIinnn NBaLISOa@Sted ¢KS f2aa INARaAAYy3d Ay
¢CKS o0dzZAf RAYy3a dzy RSNJ O2 y & (i NIkGo DWER@IEa LINR2 YLK ST N
Required:

PREPARE the relevant control accounts to record the above transactions in the cost ledger of the

company.

PROBLEM 12 (RTP MAY 21 & NOV 23)
The financial books of a company reveal the following datéhieryear ended 3% March, 2020:

J1

(0}
hLSyAy3 {(i201Y
CAYAaKSR 3J22Ra cHp dzyAida MZnc
2 2 MIWINR OS a & hH
nmoennodunmd G2 omMmdPnoPHAHAN
wlkg YIFIOGSNRAREFE A O2yadzySR MC Zy
5ANBOG [} 02dzNJ MHZ H J
CFrOU2NE 20SNKSI Ra y>nn
I RYAY A aidN) o2 ONRPRENKSY RMBf | § SRO 0 dc
5AQARSYR LJ AR HXnn .
. IR 5Sola ocC X/
{StfttAy3a YR 5Aa0NARO6dzm2yY hOSNKSI MZnn
LYGdSNBad NBOSAOSR TCZ

{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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wSyid NBOSAOBGSR hH
{FfS& MHZcwmp dzyAdla npsci
[/ t2aAy3a {(201Y CAYyAaKSR 3JI22Ra n M I (
2 2 MIWINR OS a & Y HZI

The cost records provide as under:
i. Factory overheads are absorbed at 70% of direct wages.
ii. Administration overheads are recovered at 15% of factory cost.
ii. { STftAYy3 FYR RAAGNAOdziA2Y 2OSNKSIFRA FNB OKLI
iv. Opening Sick of finished goods is valued a240 per unit.
v. The company values woik-process at factory cost for both Financial and Cost Profit Reporting.
Required:
i) PREPARE statements for the year ended 31st March, 2020 showing:
a. The profit as per financiaécords
b. The profit as per costing records.

i) PREPARE a statement reconciling the profit as per costing records with the profit as per finan¢

records.

t wh. [¢ma owe¢t bhzxt HANOU

NH

al

I Yl ydzFF OGdzZNAy 3 O2YLI yé& RAA&Of 2aSdounts fof heiyedr 2 & a
SYRSR al NOK oMIHnuHn®d® ¢KS FAYIYOAILf F002dzyia| K;
same period. The following information was revealed as a result of scrutiny of the figures of both
the sets of accounts.

0
OA|CIF OG2NE h @ SENKES2 NBaS Rizy RS NJ ynzs|
OAJ! RYAYAAUNI o2y 0 @SNEKSRRA 2 OSNJ M3 HN
OAI5SLINBOALF a2y OKIFNHSR AY CAYIl Yy( cIpn
OA(5SLINBOALlFa2yY OKIFNHSR Ay /[ 2aid ! pXpn
OBILYUGSNBal 2y AygSaluyY®pazyyiaid A MZ H
6BILYO®EYE LINROARSR MZ Ny
OPBALYUGSNBad 2y 2y FTdzyRa Ay CAY nsdn
ODBNECNF YAFTSNI FSSa O0ONBRAG Ay Uyl ny s |
OAE{ G2NB& | RedaAGYSyld O6ONBRAG AY Hy = |
OEIS5AOARSYR NBOSAOSR cnzJ
PREPARE a memorandum Reconciliation Account.
{1wo{l¢! C2NIJ/! FYR /a! p {1lwo{l ¢! tNRFSaarzylt|/:




PROBLEM 14 (RTP MAY 20)

The following are the balances existed in the books of JPG Ltd. for the year ended, 31st March, 2019

t I Nb Odzf | NE& ?NP {N#
(6] V) 0} V)
{G2NBa [ SRISNI /2y G NRE ! 0ONnZni
2Lt /2yaGNREf 1 kO MPp Z N
CAYAAKSR D22Ra [/ 2y UNRf Hp Z N
al ydzFlI Ol dzNAy3 h@SNKSIF R3 MZpn
/230 [ SRISNI /2y (iNRE ! k( cy>pi
During the year 20120, the following transactions took place:
t I Nb Odzf | NE& I Y2 dzy

CA Y ALANESRRIzOG ol G 02400 HHZp/
al ydzFI OGdzNAy3 h@OSNKSFR Ay OdzNNBR yZpn
wkg YIFGSNRFE LJzZNOKEF aSR MHZp
CFrOU2NEB ¢ 3Sa nnn
LYRANBOG f I 62 dzNJ HZNn
/| 2ald 2F alfSa MT Zp
al GSNALFfa A&dadzsSR (2 LINRPRdzOs2Yy MO X p /i
{FfS&a NBGdAZNYySR ol O02adv hn s
al OSNAIFE NBGAzZNYySR G2 adzlJL) A SN& M3 0N
al ydzFI Ol dzZNAy3 20SNKSFR OKINASR (i1 yZpn

Required:

PREPARE the following control accounts and Trial balance at the end of the year:
Cost Ledger, Stores Ledger, Warprocess, Finished Stoddanufacturing Overhead, Wages and

Cost of Sales.

PROBLEM 15 (RTP NOV 19)

l'd 2F ondK {SLWSYOSNE HamMpE GKS F2fft2gAy3 ol
separately on a double entry basis:
5506 A / NB R
{G2NBa/ FBRNBINI ! kK O MPp
2 2 MIWIN2 INBaa /2y iaNRE ! kO TZpn
CAYAaKSR D22Ra /2yUNRf ! MHZp
al ydzFl Ol dzNAy3 h@SNKSIFR / TpZ)
/ 2ald [ SRAISNI /2y {iNRf ! kO OnXIHP
opxnin opxni
{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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During the next quarter, the following itenasose:

0}
CAYAAaKSR t NBRdzOG ol G O2aidv MMZHQ
al ydzFlI Ol dzNAy 3 20SNKSFR Ay OdzZNNBR nNXHp
wlk g YFGSNRIFf LJdzZNOKIF &SR CIHP
CFrOU2NE ¢ 3Sa HXnn
LYRANBOG f I 02 dzNJ M3 NN
/[ 2al 2F alfSa yITp
al GSNAFfa A&aadzSR (G2 LINPRdzOs2Yy CITp
{FfSa KRBUGJAdZRFERD npz|
al GSNAFf&a NBGAINYySR (2 &adzlJL) A SN& cpZJ
al ydzFlI OGdzZNAy 3 20SNKSFR OKINHSR NXHPp
Required:

PREPARE the Cost Ledger Control A/c, Stores Ledger Control Akn-Wrodeess Control A/c,

Finished Stock Ledger Control A¥anufacturing Overhead Control A/c, Wages Control A/c, Cost of

Sales A/c and the Trial Balance at the end of the quarter.

{Iwo{l ¢! C2NJ/! FyR /a! pw {1 wo{l ¢!
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ANSWERS

1.
CAYlLyY [/ 2&0/5A0SN! YRSNK 9038206 bSid 9
I 002dz! 002 dz NEO2@ [ 2al 2y 2a
I 002dz! 002 dz
t N2 Ul t NRU
OA0 CI{dq onZt| dnzZnf nZtp| 'YRSNLYONB ¢2 o
h@SNKSI NEO2 @ NE R dzQ
RS RdzQ
OAAD cnInf ptv=nfy oXnn 'YRSNLYONB ¢2 o
| RYAY A3 NEO2 @ NB R dzQ
h3SNKSI RS RdzQ
OAAAL {| ppZn) cmIp) m®Ipn h@BNIJ5SONB| ¢2 0o
h@SNKSI NEO2 @ I RRS
OADB0 hl MTZIp) HHZp, PN h@dSN]5SONB| ¢2 o
{4201 @t dzl I RRS
6P0 [/ t4d MHZIZp, MpXIn, WIpN h@dSN] LYONB| ¢2 o6
{4201 gt dzl NB R dzQ
RS RdzQ

*Taking Cost Accounting Profit as base

(Under recovery and over recovery with effect are answered by the candidate, or if under recovery
and over recovery with treatment (net effect) are answered, due credit shall be given in both cases)

2.
Reconciliation Statement
(Reconciliation the profitas per financial records with the profit as per costing records)
Particulars () Total ()
Profit as per Financial Accounts 5,50,000
Add: | Legal Charges 15,250
Preliminary expenses written off 25,750
Interest paid 50,000 91,000
6,41,000
Less:| Undervaluation of closing stock in cost book 25,000
Interim Dividend Received 4,50,000
Over recovery of selling overheads in cost accounts 11,380
Over recovery of production overhead in cost accounts 10,200/ 5,26,580
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Profit on sale oAssets 30,000
Profit as per Cost Accounts 1,14,420

od

Particulars () ()
(i) Work-in-Progress Ledger Control A/c Dr. | 5,88,000
To Stores Ledger Control A/c 5,88,000
(Being issue of direct materials to production)
(i) FactoryOverhead control A/c Dr. | 7,50,000
To Wages Control A/c 7,50,000
(Being allocation of Indirect wages)
(i) Factory Overhead Control A/c Dr. | 2,25,000
To Costing Profit & Loss Alc 2,25,000
(Beingtransferof overabsorptionof Factory overhead)
(iv) Costing Profit & Loss Alc Dr. | 1,55,000
To Administration Overhead Control A/c 1,55,000
(Being transfer of under absorption of Administration overhead
(v) Factory Overhead Control A/c Dr. | 2,00,000
To Stores Ledger Control Alc 2,00,000
(Being transfer of deficiency in stock of raw material)

(Note: Costing P/&/L = P/&/L and SLC = MLC)

nao
{GFrGSYSyld 2F wSO2yOAfAlaz2y
(Reconciling the profit as per costing records with the profit as per financial records)
() ()
Net Profit as peCost Accounts 3,60,74(
Add:
Over recovery of selling overheads in cost accounts 10,25(
Rent received credited in financial accounts 5,45( 15,70(
376,44
Less:
Over valuation of closing stock in cost accounts 7,30( a
Bad debts provided ifinancial accounts 3,25(
Income tax provided in financial accounts 15,90(
Loss on sale of capital asset debited in financial accounts 5,80(
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Under recovery of administration overheads in cost accounts 3,60( 35,85(
Profit as per Financial Accounts 3,40,59(
p @
Cost Sheet
(For the year ended 31st March, 2021)

00 00
5ANBOG YI G§SNRI§ cIpn
5ANBO0 ¢ 3Sa oZpn
t NAYS 0O2ai M X
Cl OG2NE h@OSNKSI RaY
+F NRA I 6f SH Dpmeszn /RrF0 MZ 0N
CAESMRZ odnInnn R MPEIAAANKHAZIAANAN PhT | HXHT
22NJ] a Ozai MHZHT
' RYAYAAUN) 2 0% n@SEMNKS I RAMP S n N TYy I
b2sa2ylt wSyi MH X |
/ 240 2F LINRPRdzOs 2y MO X MY
{SttAy3a h@SNKSI Ra ypZ)J
/[ 2ald 2F {IlfSa Mn g
t N2UG o.fFyOAy3a UIdzNBO hc 37
{1 fSa NBGSydzS MPp N

Statement of Reconciliation
(Reconciling profit shown by Financial and Cost Accounts)
00 00
t N2UG & LISNI/2adG ! O02dzyi e =1
l RRY 5A0ARSYR NBOSAQOSR DN
l RRY b2e2ylf wSyl MH X | HMZ |
[ SaayY CI Ol AN BROHMIDSINEKS | RE / 2 3 OHE|
HZCNEMEAMT ZpAAno
[ S44Y ! RYAYAAUNDEKDSBSRLISY & | e s
OMZNPEITNYATPANU
[ Saay [2aa 2y alfsS 2F Ly@Sady HXn N3
t N2UG & LISNI CAYFYOALf | 002 dzy PT I

(Note: Solution can be done considering base profit as per Financial Accounts)
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Reconciliation Statement
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Wages Control Account
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Cost of Goods Sold Account
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Workings:

Cost of Goods sold =13,50,00,000 x 80/100 =10,80,00,000

12

i) Statement of Profit as per financial records

(For the year ended March 31, 2020)
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Statement of Profit as per costing records
(For the year ended March 31, 2020)
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i) Statement of Reconciliation

(Reconciling the profit as per costing records with the profit as per finanogalords)
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13.

Memorandum Reconciliation Accounts
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¢2 ClLOG2NE 20S) yn3j. & LYyAWSNBAABSAGYSY M dH
F6a2NBSR Ay [ 2 Ay Of dzZRSR Ay [/ 2ai
¢t2 5SLINBOAlIa2y | mZnn|l. & ¢NIYATFTSN FSSa ny = |
/| 2a0 ! O02dzyia
¢2 Lyed2EYS/ 20 LIN mZny|. & {0G2NB& | R2dzAl HY |
/| 2a0 ! O02dzyia Uyl yOAlf 022140
¢2 LYGSNBad 2y | nxdpn|. & 5ABARSYR NBOS| cnzx|
CAYFYOALE 1| 002 0221 a
@ bSG f2aa Fa LIMnZHu-
MM 2ZTH MM 2ZTH
14.
Cost Ledger Control Account
t I Nb Odzf | N& 6 0 t F Nb Odzf I N 6 0
¢d 02NBa& [ SRISNJ MZon|. & 't yOS ok cCyZZpi
¢2 /2aay3d tNRUG| mTtIma. & {G2NBa [ SR MHZp
@ 21 3Sa /2y cC>nn
A s . @ al ydzF I O dzN|
¢2 . LtFryOS OkR TTXIMI - yzZpn
O2y G NRf ' kO
hp Zp hp Zp
Store Ledger Control Account
t F Nb Odzf I N& 6 0 t I N» Odzf I N 6 0
¢2 . FfFyOS o6kR onInn.@& 2Lt [ 2yiNF MO Zp I/l
¢2 /2480 [ SRAISNJI ( MHZp!‘I.,éA/_,_ZéU,[SRHE MZ 0N
0 NB U dzNJ/ v
. & It yOS Ok HT ZT 7
NHZP nHZp
WIP Control Account
t I Nb Odzf I N& 6 0 t  Nb Odzf I N 6 0
¢2 . IfFyOS o6kR MpZnnaq.e& CAYAAaKSR { HHZp
{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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¢2 21 3Sa /2y0GNBf nXnn
¢2 {G2NXa [ SR3ASN mMoZpn
¢2 al ydzFl OG0 dzNR y : - A
- yZpn|.e . FtFyOS Ok MYy Zp
' Kk O
nmzni nmzni
Finished Stock Control Account
t I Nb Odzf | N& 6 0 t I Nb Odzft I N 6 0
¢2 .l flFyOS 06kR HpZnna. & [/ 2aid 2F {1} MT 2 p
¢2 2Lt [/ 2YyUGNBE | HHZpI
¢2 /2ad 2F {If S onzj. & . LtlFyOS Ok 0N
ny 2 nJ ny znir
Manufacturing Overhead Control Account
t I Nb Odzf | N& 6 0 t F Nb Odzf I N 6 0
¢2 /2ad [SRASNI /| yZpn|.& .ILtlyOS 0K« MZpn
¢2 2 3Sa /2YGNRf wZnn|.& 2Lt [ 2yiNZ yZpn
.8 2a0y3 t 9]
NE 62 &8 NE 0 P2
M 2P MO Zpr
Wages Control Account
t I Nb Odzt | N& 6 0 t F Nb Odzf I N 6 0
¢2 /2ad [SRASNI /| cZnn|.@& 2Lt [ 2yiNZ nxnn
. & al ydzFl O dzN
O2y G NRf ' kO Henn
c2nn c2nn
Cost of Sales Account
t I Nb Odzf | NX& 6 0 t I Nb Odzf I NE& 6 0
¢t2 CAYAaKSR {07 mTZIpn.@& CAYAaKSR {02 hn s}
6alfSa NBGdzZNY O
. & [/ 2asy3a tNRUI MC X C Jl
MT Zp N MT Z p /N
Trial Balance
t I Nb Odzf | N& SNw, /N%
(o] (0}
{G2NBa [ SRASNI /2y aNBE ' kO HT 2T /]
2Lt [/ 2yGNREf 1 kO MYy 2 p /i
CAYAAKSR D22Ra /2yiNRBf ! kO 0N dn
{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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/ 2ald [ SRAISNI /2y {iNREf ! kO TT XM/
TTZMI TTZMI
Working:
Costing P&L Account
t I Nb Odzf I N& 6 0 t I N» Odzf I N 6 0
¢2 /& SAT ! kO McXcna.e [/ 2ad [ SR3Y MT 2 M
¢2 al ydzFl OG0 dzNR y :
Lk & pnZz|
MT 2 M MT 2 M J|
15.
Cost Ledger Control Account
5 N3b /N
0O U 0O U
¢2 {G2NB [ SRISN cpZ/. & hLISYyAyS3 OnXHP
¢c2flyoS OkR nTxma.& {G2NB f SH CIHP
. @ al ydzZFIl Odd
hGSNKSIR /2y oMP
. @ 2] 3Sa /2y oXnn
nT2TP nTZTP
Stores Ledger Control Account
5 N3b /N
o 0 o 0
¢2 hLISYyAy3a .l MpXnn. &Lt [/ 2yUGNRf CITp
. A . @ [ BRADBWiH NP
¢2 /2au £ SR3ISNJ CZHPp|, .. o cpZ|
oOowSudzZNyav
. & . FfFryOoS O MOZZyq
HMXZHDP HMZHDP
WIP Control Account
5 N3p /N
0O 0 o0 0
¢2 hLISYAy3a . Ftly 73pn|l.8& CAYAFKERASNIIMMIHG]
l kO '8'
¢2 21 3Sa /2YGNRf| uxXnn|. @ f1yOS OKR| b= Hp T
¢2 {G2NBa [SR3IGN cxTp b=
{1wo9{Il ¢! C2NJ/! IyR /a! py {1 w9{Il ¢! tNBFSaarzylft|/
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¢2 al ydzZFlF QOGdzNAY 3| nIHp
' kO
HNnZpn HNnZpr
Finished Stock Ledger Control Account
5 NJp /N
o 0 o 0
¢2 hLISYyAy3a .|l MHXpA.& [/ 2a0d 27F { yITp
¢2 2Lt [/ 2Yy0NPRCT MMZIHp.& .FElyOS O MpZnp
¢2 [/ 2ad 2F {8 np x|/
HN ZHJ HNXZHI
al ydzF OG0 dzZNAy3 h@OSNKSIFR /2y iGNR¢
5 N3b /N
0O U 0 U
¢2 /2ad [ SRAISNJ nNHup|l.& hLSYAyY3 Tp X
¢2 21 3Sa /2y GNP MZInn|.& 2Lt [/ 2yiN] NIHP
. @& !'YRSNJ NBO H pJ
P2ZHP P2ZHp
Wages Control Account
5 N3p /N
o 0 o 0
¢2 C¢N)YAaFSNI BF0 R .
Lk O onn|.e 2Lt [ 2y U0NJ HZnNn
. @& al ydzFl Ol dz
[ 2y ONRE ! kO e nn
oxnn oxznn
Cost of Sales Account
5 N3b /N
o 0 o 0
¢2 CAYAaKSR {02 & CAYA&AKSR
o y2Tp , . np |
' Kk O /| 2YUNREfI & 8D |
. @ FfFyOS O y 20N
yzTp yzTtp
Trial Balance
0 U 0O U
{G2NBa [ SRISNI /2y iNRE ! kO MOZYyq
{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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2Lt [/ 2yGNRE 1 kO DI Hp

CAYAaKSR {201 [ SR3ISNI/ 2y MpZZnop

al ydzFll OGdzNAy 3 h@SNKSIFR / 2) Hp X

[ 2a0d 2F {IFfSa !'kO yZon

/] 2ald fSR3AISNI O2yiNRE ! kO NnT XM
nT 2 M/ nTtT2zmmil
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CHAPTER 30B COSTING

t!we¢yY L/!'L t!{¢ 9-la v!I9{e¢Lhb{
PROBLEM 1: (NOV 1% 5 Marks)
The following data is presented by the supervisor of a factory flmba
LIS N
5ANBOG al GSNAI §
5ANBOG 21 3Sa X n LISNJ K2 dzNJ M H
605 S LI NImy SKHEXMBE XN &KNBO c 1
/| K NBSIFo6fS 9ELISyasSa H ]
¢201 f H
Analysis of the Profit and Loss Account for the year ended
31st March, 2019
al 0SNAI € Hxnn|{lfSa nxon
5ANBOG 21 3Sa
5SLI o ! MH X |
5SLId . y > n
5SLI o / MY
5SLJid 5 HNZ) pnz)
{LISOAI T {(G2NB cCXn
h@SNKSI Ra
5SLI o ! MH X
5SLI o . c>n
5SLII o / B n
5SLIid 5 MTXJ nns|
DNRaa tNRUGO O MZ 0
nzon nzon
{SttAy3a 9ELISY bdnjDNR&aa t NRU MZ O
bSi tNRUI nns|
M2 0N M2 0N

It is also to be noted that average hourly rates for all the four departments are similar.

Required:

(i) Prepare a Job Cost Sheet.

(i) Calculate the entire revised cost using the above figures as the base.
(iif) Add 20% profit on selling price to determine the sellimige.

{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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t! we¢Y Oow9+L{Lhb ¢9{¢ t!tow{o
PROBLEM 2: (RTP MAY 21 & NOV 23 & MAY 22)

SM Motors Ltd. is a manufacturer of auto components. Following are the details of expenses for th
year 201920:

0} U
OALhLISYAyYy3 {0201 2F al GSNRI § MPp N
OAA/ T 2aAy3 {1201 2F al GSNAI f HN XN
OANt dzZNOKI &S 2F al GSNRI My N3
OAG5ANBOG [ I 62 dzNJ hnZpn
6P(Cl OG2NE h@SNKSI R 0Ny
6 PA! RYAYA&UNr a@3S h@SNKSI R HNZp

During the FY 202P1, the company has received an order from a wamnufacturer where it

e

SaldAYlFraSa GKFG GKS O2ad 2F YFGSNAIFE yR 1 062 d:

company charges factory overhead as a percentage of direct labour and administrative overheads as

a percentage of factory cost based previous year's cost.

/] 2340 2F RStEAOGSNE 2F GKS O2YLRySyda |G OdzadGz2yS

You are required to:

() CALCULATE the overhead recovery rates based on actual costs f@02019

(i) PREPARE a Job cost sheet for the order receivktharprice to be quoted if the desired profit is
25% on sales.

PROBLEM 3: (RTP NOV 20, MTP OCT 19)

AP Ltd. received a job order for supply and fitting of plumbing materials. Following are the detajls

related with the job work:
AP Ltd. uses a weighted average method for the pricing of materials issues.
Opening stock of materials as on 12th August 2020:

-MpYY DL tALISS mMH dzyAida 2F omp FSSiG aralsSo x
-HAYY DL tALSET mn dzyAda 2F omp FSSiG aiai so x
-Otherfithi Ay3 YI GSNAFf AT cn dzyAaida X Hce St OK
{dFrAytSaa {GSSt ClFdz0SizX ¢ dzyAida X Hnn St OK
-+ f PS> y dzyAaiha X nnn SI OK

Purchases:

On 16th August 2020: @)
-HAYY DL tALSE on dzyata 2F omp FSSG airl Suv %o
-mn dzyAia 2F I t@S % nnu SIFEOK 2y wmyiK !dzaﬁzél
-hdKSNJ FAGAOAY T YFEOGSNALFEAX mpn dzyAda %X HYy S

{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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{GrAytESaa {88t CIl dzOSiz mp dzyAia X Hng S|

- 15mm Gl Pipe, 35 units of (15 feet size) @28each
- 20mm Gl Pipe, 20nits of (15 feet size) @660each
-+ f @S> wmn dzyAdGa X nHn St OK
Issues for the hostel job:
On 12th August 2020:
- 20mm Gl Pipe, 2 units of (15 feet size)
- Other fitting materials, 18 units On 17th August 2020:
- 15mm Gl Pipe, 8 units of (15efesize)
- Other fitting materials, 30 units
On 28th August 2020:
- 20mm Gl Pipe, 2 units of (15 feet size)
- 15mm Gl Pipe, 10 units of (15 feet size)
- Other fitting materials, 34 units
- Valve, 6 units
On 30th August 2020:
- Other fittingmaterials, 60 units
- Stainless Steel Faucet, 15 units
Direct Labour:

t f dzYoSNY wmMyn K2dzZNB X Mmnann LISNJ K2dzNJ 6 Ay Of dzR
| St LISNY wMdpH K2dzZNB X Tn LISNI K2dzNJ 0 Ay Of dzRS a
Overtimes are paid at 1.5 times of the normal wage rate

Overheads:

h@dSNKSFRa I NB | LILIXASR X Hc LISNJ f I 02dzNJ K2dz
Pricing policy:

LG Aa O2YLIl yeQa LRftAOEe G2 LINAOS it 2NRSNH
You are required to:

(a) CALCULATE the total cost of the job.

(b) CALCULATE the priced® charged from the customer.

PROBLEM 4: (RTP MAY 20, RTP MAY 18, MTP AUG 18)
A factory uses job costing system. The following data are obtained from its books for the year end
31st March, 2020:

I Y2 dzy C
5ANBOG YFGSNAI T a MY Z 7]
5ANBOGO ¢ 3Sa MPp SN
{SttAYy3a YR RAAGNAROdz2Y 2O0SNKSI R Y
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l RYAYA&aiUNI a2y 2@0SNKSI Ra yZnn
CFOU2NE 20SNKSI Ra hZnn
t N2 U MHZMY

i. PREPARE a Job Cost sheet indicating the Prime cost, Cost of Production, Cost of sales and the
Sales value.

ii. In 201920,the factory received an order for a job. It is estimated that direct materials required
gAftft oS nynnnn FyYR RANBOG flF02dzNJ gAff |[O2
for the job if factory intends to earn the same rate of profit on sakesuaing that the selling
and distribution overheads have gone up by 15%. The factory overheads is recovered as
percentage of wages paid, whereas, other overheads as a percentage of cost of production,
based on cost rates prevailing in the previous year.

PROBLEM 5: (RTP NOV 19)

Ispat Engineers Limited (IEL) undertook a plant manufacturing work for a tliesit.charge a profit

mark up of 20% on the full cost of the jobs. The following are the information related to the job:

Direct materials utilised MZYTZAAZANN

Direct labour utilisedH Znnn K2 dzNB | yn LISNJ K2 dzNJ

Budgeted production overheads are48,00,000 for the period and are recovered on the basis of

24,000 labour hours.

. dzZRASGSR aStftAy3d YR I RYAYA AU Ndriadardl yecogeged dhkhs | R &

otara 2F G241t 0dzRISGSR G201t LINPRdAzOGAZ2Y O2al

Required:

CALCULATE the price to be charged for the job.

(OGN
%
{I1wo{l ¢! C2NJ/! FYyR /a! py {1 wo9{l ¢! tNRFSaarA2yl ]| /:




| b{29w{

1: (NOV 19)
w2o /2ald {KSSi
Customer Details T T Job No.
Date of commencement t Date of completion
t I Nb Odzf | NE& LY2dzyid o
5ANBOU YIFOSNRMI T & M H
5ANBOG ¢ 3ISay
5SLJ o ! ndenn P n KNAO® M O
5SLId . ndénn P 1T KNAO® H Y
5SLI® / nenn P H KNARO®
5SLI®dEN PR H KNEROD y c 1
/| K NBSIFo6fS SELISyasSa H Il
t NAYS 0O2ai H N
hdSNKSI RaA
5SLIGe ! T MHZXNNNK MHXZnnn P
5SS . T CXAnnkK yXnnn B ™
5SLIG® / T D> nnnk MAXnnn P
' dZnnnk MaXnnn P wman [ gr: T
5SLJWi® 5 T MT X 100K HnXnnn P c P N
22N] a Oz2ail Hp
{SttAay3a SELSyasSa T bnInnnk TP
c2a1rt Ozal OHC
t NEUG OHUE: LINPAUWGS @@ yH p&sS €2 TA yigR L y MO
{SttAy3a LINAOS nnT
2: (RTP MAY 21 & MAY 22 & NOV 23)
i) Calculation of Overhead Recovery Rate:

Factory Overhead Recovery Rate:

= Factory Overhead in 20£20/Direct Labour Costs in 20§20 x 100

r 0 n Z90,503000/x AQ0 = 34% of Direct labour

Administrative Overhead Recovery Rate:

= Administrative Overhead in 20£20/Factory Costs in 20k920(W.N.) x 100 C

r HAZpPpNINnAnKkK HEXpcZynZnnn E mnn ' cdpmy

—+B
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Working Note:
Calculation of Factorgost in 201220

t I Nb Odzf | NE& I Y2 dzy i
hLISyAy3 {G201 2F al GSNAI € MPp
l RRY t dzZNDOKI &S 2F al GSNRI € MYy N3
[ Saay /ft2aay3da {G§201 2F al GdSNRIY OHNZIN
alk GSNAFf / 2yadzySR MZITpZI|
5ANBOG [} 02dzNJ hnpn
t NAYS /2ai HZIccC X/
C OhDENKS I R onzy
CrOG2NR [/ 2adl HXdc X

i) Job Cost Sheet for the order received in 2620

t I Nb Odzf | NE& I Y2 dzy
al GSNAI f y N3N
[ 02 dzNJ nnzpin
CrOG2NE hOSNKSIFIR oom: 27F nnsj MOZZTHT
CFOU2NER [/ 2al M>onZHy
' RYAYAAGN) 0@SpPVES NKFST R MZ0nZHT DI HT
/| 234G 2F RSt ADSNE npn
¢c20FKt /2afd MENyYy S/
' RRY t NRUG X wpr 2F {FfSa 2NJ q ngon
{1tSa @lIfdzS 6t NAOS (2 06S ljdz2 ¢ MZ PT = (
| SyOS G(KS LINROS (42 06S ljd2iSR Aa MZ®MT S0

3: (RTANOV 20, MTP OCT 19, PRACTICE MANUAL)
(a) Calculation of Total Cost for the Job:

t I Nb Odzft | N& lY2dzyd ! Y2 dzyd
5ANBOG al GSNALFE /2al0y
mipYY DL tALIS™O2 2Nl AYy3 b2 wMmInp
TANYY DL tALISTN2 2NJAYy3I b2 HEpYy

M iGKSNI Uky 32 ¢INf 3Rl 2 3G S oXyc
M OFAytSaa aasSSt FIF dzOSi
. “ O2ZMM
Mp dzyAua R 6c E Han b N _
wl t @S
.. ) « HZNT HoZXZnd
c dzyAua P oy E nnn b MJ

5ANBOG [ I 02 dzNY

ti-%G
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mt f dZYo SNJ wémyn K2dzZNBR E M My Zc
M St LISN) womdH K2dzZNE E TA MOZIHY OHZIVYY

th 3SNKSIF Raw Hc E omyn b W hZcT

¢c20FK€t /2ad cpXcn
(b) Price to be charged for the job work:

I Y2 dzy

¢c201rt /2a0 AYyOdzZNNBR 2y (GKS 2240 cpZcn

' RRY Hp2 tNRUG 2y W20 t NROS 0 HMZY Y

yTPpHY

Working Note:
1. Cost of 15mm Gl Pipe

51 48 L Y2 dzy
Mm®AnHY dzyAda PR cnn nxynn
HWmWnHmMn dzyAda P on E cnn b 0o CZHpPM

MMZp
2. Cost of 20mm Gl Pipe

51 48 LY 2 dzy
MHETE NTHH dzyAda PR ccn MZ O HJ
HmwWnHH dzyAG&a R 6y E ccn b on MZHCY

HZpYyYy

3. Cost of Other fitting materials
51 G8S I Y2 dzy

MEIW AHMY dzyAdGa PR HC ncy
MmWAnHon dzyAda PR HC Tyn
HwmwnHon dzyAdia P omH E HC b M dnc P
omwnHcn dzyAda P omH E HC b M MZIcTM
ozZycc
4: (RTP MAY 20, RTP MAY 18, MTP AUG 18)
i. Production Statement
For the year ende@®1st March, 2020
I Y2 dzy
5ANBOG YIFOGSNALI T a MYy Znns
5ANBOGO ¢ 3Sa MpZnnsg
t NAYS /2ad ooInns
CrOlG2NE 20SNKSI RaA b nnzn

{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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/| 234G 2F t NPRdzOs2Y NHIANZ
l RYAYAaUN a2y 2@0SNKSI RaA yInnzn
{StftAYy3a YR RAAUGNAROdzm2Yy 2O0SNKSI MNZpns
I 2afl2PBa cnxons
t N2 U MHIMY X
{1 fSa @I dzS ToIny?=x
Calculation of Rates:

1. Percentage of factory overheads to direct wages

r DOZnnInnnk MmpZnnsanann E wmnn [ cmE:

2. Percentage of administration overheads to Cost of production
r YEINANZIANAK=20%HEnnEnnn E wmnan
3. Selling and distribution overheads
r MAaXpnIannn PR mmpl: T

4. Selling and distribution overhead % to Cost of production

MHZNOTZpPAn

r MHZNTZPANnkK nHEnnInnn E mnann T HY ©T pilz
5. Percentage of profit to sales =
r MHZMY 2ZNnnnK TOoOXZNy2nnn E mnn ' mc ®c 1302
ii. Calculation of price for the job received in 2029
I Y2 dzy
S5ANBOUO YIFGSNRI T & n>ynzn
5ANBOG ¢k 3ISa oznnzn
t NAYS [/ 2ai TIYynzIn
CFOU2NER 20SNKSIRa o6cm:r 27 ozn MZyYy nZn
/| 234G 2F t N2PRdzOsa2Yy hZcnzn
l RYAYAAUNY o2y 2HSHNKSNHRAVOHE: 2 MZ MH N
{SttAy3a YR RA&AUNROdzm2Yy 2OSNKS HXTC3Xn
/| 2ad 2F {IfSa MNOIHY S
t NPUGO omkp 2F MOZHYSANANL HXypZXZcC
{1 fSa @It dzS MT IMO X
5: (RTP NOV 19)
Calculation of job price
t I Nb Odzf | NE& I Y2 dzy
S5ANBOGO YFGSNRIT & MZY T3
5ANBOG ¢l 3Sa o yn P uHXInnn K2dzNRO MY BH I
t NP RdzOsa 2y 2@SNKSI Ra o NYZANISANNKH| NnIynx

{Iwo{l ¢! C2NJ/! FyR /a! pw {1 wo{l ¢!

t NEFTSEAAZ2YI €

Ii'%0¢
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t NP RdzOsa 2y 024i MZdoXT
{StftAYy3a YR IRYAYAaUNlIee¥Y¥ynaPSNKSBSHhR hcIyc
c20 2FO0aad Sa MZdnc
t N2 UGz NJ H e oy 3o

t NAOS F2NJ GKS 2206 HX002ZXcC

{1 wo{l ¢!
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CHAPTER &NIT & BATCH COSTING

t!lweyY L/VL tr{¢ 9-!ta v;9{c¢cLhb({
t wh. [cond ohilgp al NJavo

I [GR® A& | LIKFNXYIOSdz OF f GRAVALSH YA a6 K AMQ S miapRR/R o
YR / KAOISYLRE® ! RA&AGNRAOdzIi2NI KIFIR IAGSYy |y |2N
LIN2E RdzOS yn @I O00OAySa 4 I aYS®d ¢2 LINRPOSaa I |ol
g2dz R 0S Ay OdzZNNBRY

Direct Maerials 4,250

Direct wages 500

Lab setup cost 1,400

The Production Overheads are absorbed at a rate of 20% of direct wages and 20% of total produc
cost is charged in each batch for Selling, distribution and administration Overheads. The compan
willing to earn profit of 25% on sales value.

You are required to determine:

A dTotal Sales value for 1,600 Monkey Pox Vaccines

A AS@lling price per unit of the Vaccine.

t wh. [cB¥ omMgd al NJavo

Y. [GR® KlFla Fy FyydzZf RSYlIYR mFd2X OO MANSED St
LINSFSNE (2 2NRSNIJAY GKS 20 2F wmpZInnnp ZnO0Al
LISNJ @ OOAYS LISNI Y2Y UKD

.2dz FNB NBIljdzZANBR (2Y

A dFind the most Economical Production Run.

A AQalculate the extra cost that company incurs due to production of 15,000 vaccines in a batch.

t wh. [cBX ohlemn I & &0

% [GR® KI&a 200FAYSR Fy 2NRSNJ G2 adzZJJ e ny
AG A& SasaYlFIiSR GKFG AG O2ada noun | AAY Oy
LISNJ NHzy 2F O0SFENARY3IA YIydzFlI OGdz2NB A a oyno

. 2ldNB  NEBIj dzA NB R
A dCompute the optimum run size and number of runs for bearing manufacture.
A AGbmpute the interval between two consecutive runs

tion
y is

IS N
B A

n n
A Ul 2

A AFMn@out the extra costs to be incurred, if company adopts a policy to manufacture 8000 bearings

per run as compareddtoptimum run Size.
A @3ive your opinion regarding run size of bearing manufacture. Assume 365 days in a year.
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t wh. [cB¥ owe¢t bhzx HHD
t{ [GR® YIydzFlI OGdzNBa | N»Of Sa Ay LINBE RS IGBINNAYSS
AY OdzNNB R RYNIK. g GIKKS bY2d/ G K 2F al NOKZI HAHHY
PyAla LINERdAZOS Hzy A 0 &

Direct materials cost 2,00,000 Direct Labour

Department AB00 labour hours @ 100 per hour.

Department BL,400 labour hours @ 120 per hour.

Factory overheads are absorbed on labour hour basis and the rates are:

Department A@ 140 per hour.

Department B@ 80 per hour.

Administrative overheads are absorbed at 10% of selling price.

The firm expects 25% gross profit (sales value minus factsty for determining the selling price.
You are required to CALCULATE the selling price per unit of Batch No. 'PS143'.

t wh. [cPY owe¢t a!, HHO

.NRad2yY [GR® YIydzZFI OlddzNBa U{dadSyidd GKIFIG A& dz
0f 201 SR O2NRBy Il NBE KN S\NIR S& dzNAASINE 2Pz ! 42 LIIFNI
t KI NYI OSdze OF f Ly Rdzad NE . dzNB 033y (0aKUS MB/ aiikiSt G2
[ GR® A& KIFI@AYy3a | YEN]I SO aKFENBE 2F mmE: 2F (GKS
Czab®nn a AYy@Syid2NE K2f RAYy3 O2mzil OB &I &S NI
YI ydzFl Ot gzNB® A &

Required:

(i) WHAT would be the optimum run size for Stent manufacture?

(i) WHAT is the minimum inventory holding cost?

t wh. [cB¥ ow¢t bhzxz HMU

w2y [GRd® Aa O2YYAQGSR (2 &adz2lx e ocIynn o0SINRY
SaoaYlI h8RAWK O2a0a wp LI AAlF & AyoSyid2 NEuzOlF QiNE &

LISNJ NHzy 2F O0SEFNRARY3 YIydzZFl OGdz2NB A a pyy @

a. COMPUTE what would be the optimum run size for bearing manufacture?

b. Assuming that the company haspalicy of manufacturing8,800 bearingsper run, CALCULATE
how much extra costs the company would be incurring as compared to the optimum reg
suggested in (a) above?

—+MeH
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M @
[ 1 £O0dzE o2y 2F {lfSa @FtdzS IyR {StfAy3a LN
Particulars Amount ( ) Amount () for 1600 | Amount
per Batch units or 20 batches ()
per unit
Direct materials 4,250 85,000 53.125
Direct wages 500 10,000 6.250
Labset-up cost 1,400 28,000 17.500
Production overheads (20% of direct 100 2,000 1.250
wages)
Production Cost 6,250 1,25,000 78.125
Selling, distribution and administration 1,250 25,000 15.625
cost (20%f Production cost)
Total Cost 7,500 1,50,000 93.75
Add: Profit (1/3rd of Total cost or 25% { 2,500 50,000 31.25
Sales
value)
Sales value 10,000 2,00,000 125.00
HO

i) Calculatiorof most Economical Production Run

_ \/23 60,000° Rs4,800
12%12

i) Calculation of Extra Cost due to processing000 vaccines in a batch

= 2,000 Vaccine

2 KSY NMHzy aAlS |[2KSy NYzy aiil s
¢20lt &S|lcnsnnakuIamEnE|cnInankmMmpInmds i
¢201 € /| MKH E HXInmninmEmMkH E wvpEmwmhs
¢c2a01Ft /2 HXYYyY MnZdd
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AL Ydzy 61 GOK &aATS 2N 902y2YAO . I GOK vdzl yoi:
c
3 7
9'V=VPES=J2 48’2308384r' opmMmpdmy 2NJ oI dHn dzy Al a .

bdzYo6SNJ 2F h Ll YdzY NHzydHu OH mpy SHMInvq@ NSZHH 0
AMALYOGSNBEE 0S06SSY H NHzya oAy RIFeéao I ocp |
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¢c201f @Aado2raidf{ I Ly@dSyiG2NE K2t RAy3a Oz2ad 1| 6

¢20Ff @2ad02ra i i Ly®SEy (2 Nem KRdWRARYy Ib Ontnn [

At 2 al @S 02ai GKS O2YLIl y@& &K2dz R LNMHzA I I98 a2 1L.Je

2N) HHAYy ® wdzy aAl S aKz2dzZ R YIFIGOK gAGK GKS 9 0;

2 KSY YIFyYylI3ISNENRYIlI 2YIENHARQONZ 1S RSOA&A2Ya |

LIN2 RdzOS TF2NJ SI OK LINPRdzOa 2y NMzy:X GKSe& Ydza

LINE RdzOe 2y LINROSaad YR UKS O2aiGa 2F K2t RAy3

w—

L'f GSNY I a@S LINBaSyidGlrea2y (2 LINI oo06l0 O0AAAD
{0 0SYKYBIAy3 ¢2GFE /2aib i t NPRdzOea2y wdzy &aial|S

I | yydzZ f NBIjdzA NBYSy i ny = ny =
. ®|wdzy {ATS 03 ( y 2 J
/| ®|b2d 2F NHzya o! k. 0 MH ®H C
5@ [{SG dzLJ O02aid LISNJ NYzy 0y oy
9 |¢20GFf aSd dzLJ 02ad o/ nxT HXo0
Co|! GSNIYIBSY (I 2NE 6. KHU M 3 ( nsj
D® |/ FNNBEAY3I O2aid LISNI dzy A H H
| d{¢c2GFf /FNNEAY3I O2ad o nsi D3
Lel¢2dFt O02ad 069 b |0 B MM d

O9EGN)I 0280 AYOdINNBREZmMpEn NEEZn AW S A& 2F y=nnan'l

nao
{GFrGSYSyYyl &Kz aASNT daySiiiat A2yFa . LINIRGKS vy dzY 6 S|NJ
Particulars Amount ( ) Amount ( )
Direct Materials 2,00,00(
Direct Labour 0N
Department A 800 labour hours @100 per hour 80,00( (-
Department B 1400 labour hours @20 per hour 1,68,00( 2,48,00( ﬁ
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Factory overheads
Department A 800 labour hours @140 per hour Departme 1,12,000
B 1400 labour hours @80 per hour 1,12,000 2,24,00(
Factory Cost 6,72,00(
Add: Administrative overheads (10% of selling price) 89,60(
(6,72,000/75% x 10%)
Cost of production 7,61,60(
Add: Profit (15% of selling price) (6,72,000/75% x 15%) 1,34,40(
Selling price of batch no 'PS143' 8,96,00(
Selling price per unit (8,96,000 / 1000 units) 896
p ®
i/ 2YLMzilF GA2Y 2F hLWGAYdZY wdzy &ATl $EBRF W{ {(iSyi
Economic Batch Quantity (EBQ 3%8
Where, D = Annual demand for the Stents
=1,00,00,000 x 10% = 10,00,000 units
S = Setup cost per run
= 450
C = Carrying cost per unit per annum
= 3x12= 36
9 23 1,00,000° R+A450
Rs36
' pXnnn dzyAdGa 2F {(GSyia

il. Minimum inventory holding cost

Minimum Inventory Cost = Average Inventory x Inventory Carrying Cost per unit per annum

(5,000 + 2) x 36
90,000
iii. Calculation of the extra cost due to manufacturing policy

When run size is 6,000 unit§ When run size is 5,000 units i.e
EBQ
Total set up cost _ 10,00,000, Rs450 = 75.000 |= 10,00,000, Rs450 ' 90,000
6,000 5,000
Total Carrying cost % x 6,000 x 36 % x 5,000 x 36
= 1,08,000 = 90,000
Total Cost 1,83,000 1,80,000
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Extra cost 1,83,000- 1,80,000 = 3,000
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CHAPTER MATERIAL COST

t!lweyY L/VTL tlH{¢ 9-la v;9{¢Lhb{
PROBLEM 1 : ( MAY23¢ 5 Marks)
TSK Limited manufactures a variety of products. The annual demand for one of its prédtadisct

X' is estimated as 1,35,000 units. Product 'X" is to be manufactured done in batches. Set up cost

SIOK ol d0OK Aa oXoTp FYR AYy@Syi(i2NE K2f RRAY3

X' would be uniform throughout the year.

Reyuired:

1. Calculate the Economic Batch (EBQ) for Product 'X'.

2. Assuming that the company has a policy of manufacturing 7,500 units of Product 'X' per batch
calculate the additional cost incurred as compared to the cost incurred as per Economic Batch
Quantity (EBQ) as computed in (i) above.

PROBLEM 2 : (NOV 22 5 Marks)
MM Ltd. uses 7500 valves per month which is purchased at a price® per unit. The carrying
cost is estimated to be 20% of average inventory investment on an annual basis. The cost to plac
an order and getting the delivery i45. It takes a period of 1.5 months to receive a delivery from
the date of placing an ordeand a safety stock of 3200 valves is desired.
You are required to determine:
A ®The Economic Order Quantity (EOQ) and the frequency of orders.
A A The reorder point.
A A Thé@Economic Order Quantity (EOQ) if the valve cb&t0 each instead of 1.50 each.
(Assume a@ar consists of 360 days)

PROBLEM 3 : (MAY 22; 5 Marks)

' [AYAGSR | G2& O2YLI yeée LIzZNOKIF &aSa AGa NBI dza
¢tKS O2YLIye AyOdz2NB | KFyRfAy3a O2ad 27 nnn
OF NNEAY3A O2al 2F AYyOSYyili2NEB 2F NIXYg YIFGSNAI
OFLIAGIE FAYlLIYOS 2y GKS Ay@SadyYSyid Ay Ay@Syi
production of the toys is 60,000 units and 5 unitd@fs are obtained from one kg. of raw material.
Required:

(i) Calculate the Economic Order Quantity (EOQ) of raw materials.

(i) Advise, how frequently company should order to minimize its procurement cost. Assume 360

days in a year.
(i) Calculate the total orderingost and total inventory carrying cost per annum as per EOQ.

{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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PROBLEM 4 : (DEQ@1¢ 5 Marks)
XYZ Ltd. uses two types of raw mater@Ba | G SNAFf 1 Q YR Wal GSNAI f
and has provided the following data for the year ended orst3Warch, 2021:

Particulars Material A Material B

o 0 o 0
Opening stock as on 01.04.2020 30,00( 32,00(
Purchase during the year 90,00( 51,00(
Closing stock as on 31.03.2021 20,00(¢ 14,00(

.2dz I NB NBIljdzZANBR (2 OFft OdzZ FGSY
6 I The inventory turnover ratioo¥a F G SNRAFE ! Q FyR Wal GSNALFE . Qo
OO0BKS ydzYoSNJ 2F RIe&a F2N) g6KAOK GKS @SN IS Ay«
. FASR 2y 062@0S Ol fOdAg Fe2yas IAGS &2dzNJ O2YYSYi:

PROBLEM 5 : (JUL 2% 5 Marks)
MM Ltd. has providethe following information about the items in its inventory.

LGSY /2RS b VA QA CYAG [/ 2ad
M M Hp pn
M H onn nwm
M0 pn y n
M TP ny
M p HHP NH
M C TP M H

MM Ltd. has adopted the policy of classifying the items constituting 15% or above ofrivatalory

Cost as 'A' category, items constituting 6% or less of Total Inventory Cost as 'C' category and the

remaining items as 'B' category.

You are required to:

() Rank the items on the basis of % of Total Inventory Cost.

(i) Classify the items into A, B afidcategories as per ABC Analysis of Inventory Control adopted by
MM Ltd.

PROBLEM 6 : (NOV 2@ 10 Marks)

An automobile company purchases 27,000 spare parts for its annual requirements. The cost per
2NRSNJ Aa Hnn YR GKSAYPEezii 2 NBIF NBEE My @ p0 a0
At present, the order size is 3,000 spare parts. (Assume that number of days in a year = 360 day
Find out:

(i) How much the company's cost would be saved by opting EOQ model?
(i) The Reorder point under EOQ modid lead time is 12 days.

{fI1wo{l ¢! C2NJ/! FtyR /a! py {1 wo9{Il ¢! tNRBFSaarzylff]|/
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(iif) How frequently should orders for procurement be placed under EOQ model?

PROBLEM 7 : (MAY 19; 10 Marks)

Surekha Limited produces 4,000 Litres of paints on a quarterly basis. Each Litre requires 2 kg of r
material. Thecost® LJ I OAy 3 2y S 2NRSNJ F2NJ NI & Yidawi SNAR |
YFGSNREFE Aa pn LISNI {3d ¢KS ad2N)r3IS Ozaid |
lead time for procurement of raw material is 15 days.

Calculate Economic OrdQuantity and Total Annual Inventory Cost in respect of the above raw
material.

PROBLEM 8 : (MAY 1%; 10 Marks)
CKS F2ftt26Ay3 INBE GKS RSGFAfTa 2F NBOSALIN Iy
Y2YGK 2F ! LINAE HAampY

51 G485t F NbOdzZ I NA vdzl yaGe |wlkidS LI
| LiNa |t dzZNOKLF a$ oXnnn M C

| LANY [ L & & dzS MZ AN

I LN |t dzZNOKI a S MZpAan My

I LiNd | L & & dzS MZHAN

I LiNp [ wS G dzNY G2 &dzLJLJ A SNJ 2dzii|onn

I LiNg | L & & dzS MZ AN

I LNy [t dzZNOKI a$ pAan MT
Opening stoclason 0104+ nmdp A& mMZInann 13 X Mp LISNJ {3

hy onidiK ! LINAES wnmep AG gFa F2dzyR GKFG pn 13
the store assistant and never recovered by the Company.
Required:
i. Prepare a store ledger account under each @ thllowing method of pricing the issue:
a) Weighted Average Method
b) LIFO
ii. What would be the value of material consumed and value of closing stock as@h2Z19 as
per these two methods?

PROBLEM 9 : (NOV 18, MTP MAY 21, QEP Marks)

M/s. SJ Privateimited manufactures 20000 units of a product per month. The cost of placing an
2NRSNJ A a MIpnnd® ¢KS LIZNDKIF &8  LiddleO@rio@ids tai 7K S5
weeks. The consumption of raw materials varies from 200 kg to 300 kgged, the average
consumption being 250 kg. The carrying cost of inventory is 9.75% per annum.

You are required to calculate:
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) Reorder quantity
(i) Reorder level

@ii)  Maximum level

(iv)  Minimum level

(V) Average stock level

PROBLEM 10 : (MAY 18, MTP NOV 2% Marks)
MKa® - tNARGFIGS [AYAGSR A& Yl ydzZFF OGdzNRy 3 &l
The following particulars are available for the year ended@darch, 2018:

lyydzrf RSYFYR 2F b{Y, .[!'9b MHAAnN | yAdGa
/280 2F LXFOAYy3 Iy 2NRSNJ MZy N

[ 2a0dyLdSNI2F b{Y, .['9 cnan

[ P NNEAYy3I O02aid LISNJ | yydzy My ®T pii2

The company has been offered a quantity discount of 5 on the purchases of "SKY BLUE" providet
the order size is 3000 components at a time.

You are required to:

(i) Compute the Economic Order Quantity.

(i) Advise whether the quantity discount offer can be accepted.

PROBLEM 11 : (MAY 1& 5 Marks)
The following details are provided by M/s. SKU Enterprises for the year ended 31st March, 2018:

t I Nb Odzf I N& al G SR b al G S ¢
{6201 mamn2wT nm cXnn M N
{4201 mWmamn2wy owm nxpn TIHD

t dZNOKI 8Sa RdzNAy 3 b pn MY 21/

You are required to:
(i) Calculate Turnover Ratio of both the materials.
(i) Advise which of the two materials is fast moving. (Assume 360 days in a year).

1 JS ¢
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PROBLEM 12 : (RTP NOV 23)
Following details are related to a manufacturing concern:

Reorder Level 1,60,000 units

Economic Order Quality 90,000

Minimum Stock Level 1,00,000 units

Maximum Stock Level 1,90,000 units

Average Lead Time 6 days

Difference between minimum lead time and Maximum lead time 4 days
Calculate:

() Maximum consumption per day
(i) Minimum consumption per day

PROBLEM 13 : (RTP MAY 23)

wStAFGES LYRAIF t@4G [GR A& | aAGFNIdz O2YLI ye@

YFGSNRAFEZ SKAOKGMDAAELIBINNDREDE SRS ©2 YLI yRZ i yI/0 dd

FNBAIKGAN 2SN 2NRSNID ¢ KS 28y QNBGYYIRINE  BIF NSNS y] 3

Y2YGK®d LY FRRAa2Yy3I GKS Oz2ald 2F 62NJAy3 OF LA

AdHn LISNJ 13 LISNI FyydzYd ¢KS Fyydzrf LINEBRdzOs 2Y

2001 XNBR 2yS 130 2F NrYg YFGSNAIf® ! 3adzYS oc

Required:

(i) Calculate the economic order quantity of raw materials.

(i) Determine, how frequently company should order for procurement be placed.

(iii) If the company proposes to rationalize placement of ordemsquarterly basis, determine the
percentage of discount in the price of raw materials should be negotiated?

PROBLEM 14 : (RTP NOV 22)
aka ¢FyAakKll aldSNAFfa t NARGDIIGS O{MNVKRSI SR2 yLANERL
NI} ¢ YI 0§SNIMNERGEESASH ESFumn YIa G2 opn Y3Ia LISNI
T2tt20ay

Procurement Time5 to 9 Days

Purchase price of Raw Materials100 per kg

Ordering Cost per Order:200

Storage Costt% per nonth plus 2 per unit per annum Consid865 days a year.
You are required to CALCULATE:

(a) Economic Order Quantity

[ |
1
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(b) ReOrder Level (ROL)

(c) Maximum Stock Level

(d) Minimum Stock Level

(e) Average Stock Level

() Number of Orders to be placed per year

(g) Total Inventory Cost

(h) If the supplier is willing to offer 1% d@mt on purchase of total annual quantity in two orders,
whether offer is acceptable?

(i) If the answer is no, what should be the counteroffer w.r.t. percentage of discount?

PROBLEM 15 : (RTP MAY 22)

{18 9 /20 |y dzyNBEIAalSNER SSNELILOE ATIND Ydzy*RRSSNJI [ O
f I

dzy RSNJ D{¢d ¢KS F2f{ft26Ay3A AYyTFT2NXIoa2y Aad I Ol A
Listed price of one lot 2,50,000

Trade discoun@ 10% on listed price

CGST and SGST (Credit Not availaBrs6% CGST + 6% SGST) Cash disaotfo

(Will be given only if payment is made within 30 days.)

Toll Tax paid 5,000

Freight and Insurance 17,000

Demurrage paid to transporter 5,000

Commission and brokerage on purchase$0,000 Amount deposited foreturnable containers
30,000 Amount of refund on returning the containe20,000

Other Expense® 2% of total cost

20% of material shortage is due to normal reasons.

The payment to the supplier was made within 21 days of the purchases.

You are requiredo CALCULATE cost per unit of material purchased by Sky & Co.

PROBLEM 16 : (RTP NOV 21)
The following data are available in respect of material X for the year ended 31st March, 2021:

0O 0
Opening stock 9,00,000
Purchases during thgear 1,70,00,000
Closing stock 11,00,000

CALCULATE:

1. Inventory turnover ratio, and

2. The number of days for which the average inventory is held.

3. INTERPRET the ratio calculated as above if the industry inventory turnover rate is 10.

{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf

ti-%po

Ny



PROBLEM 17 : (RTP MAY 21, RTP MAY 19, MTP APR 19, PM)

Ly Eyel

Exe in the coming year.
CKS F2tt26Ay3 Aa

(i)

(ii)
(iii)
(iv)
(v)

There is an opening stock of 1,800 units of the finished product X. The carrying cost of inventory i

14%p.a.
¢ 2

[ R® LINRPRdzOSa |
is required. As per the sales forecast conducted by the company, it will able to sale 20,008 units

LINR R dzO

W. Q d&AAyd

GKS AYTF2NXIOGA2Yy NB3IIF NRAY3

The Reorder quantity is 400 kg. Less than the Economic Order Quantity (EOQ).

Maximum consumption per day is 40 kg. More than the average consumption per day.

There is an opening stock of 2,000 kg.

Time required to get the raw materials from the suppliers is 4 to 8 days.
LIdZNDOK | & S

¢ KS

LX I OS

Iy 2NRSNJ O2YLJ) y@

LINA OS A &

KI a

Hpn

0 2

LISNJ 1 3@

Ay OdzNJ

From the above information FIND OUT the followings in relation to raw material D:
(a) Reorder Quantity

(b) Maximum Stock level

(c) Minimum Stock level

(d) Calculate the impact on the gfitability of the company by not ordering the EOQ. [Take 300

days for a year]

PROBLEM 18 : (RTP NOV 20, MTP MAY 21, PM)

A company uses four raw materials A, B, C and D for a particular product for which the following

data apply
Usage ) Delivery period (in weeks)
_ Price Re
per unit | Reorder o
Raw ) per order | Minimum
_ of Quantity o )
Material Kg. | Minimum | Average| Maximum | level | level (Kg.)
product (Kg.) )
6 (Kg.)
(Kg.)
A 12 12,000 12 2 3 4 60,000 ?
B 8 8,000 22 5 6 7 70,000 ?
C 6 10,000 18 3 5 7 ? 25,500
D 5 9,000 20 1 2 3 ? ?

Weekly production varies from 550 to 1,250 units, averaging 900 units of the said product.
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What would be the following quantitiesg
(i) Minimum Stock of A?
(i) Maximum Stock of B?

(i) Reorder level of C?

(iv) Average stock level of A?

(v) Reorder level of D?

(vi) Minimum Stock level of D?

PROBLEM 19 : (RTP MAY 20)

Date Particulars Units | wl S LISN
1512-2019 | Purchase Ordei008 10,000 9,930
30-12-2019 | Purchase Ordei009 10,000 9,780
01-01-2020 | Opening stock 3,500 9,810
05-01-2020 | GRN*008 (against the Purchase Ord608) 10,000 -
05-01-2020 | MRN**-003 (against the Purchase Ored808) 500 -
06-01-2020 | Material Requisitiorf011 3,000 -
07-01-2020 | Purchase Orde010 10,000 9,750
10-01-2020 | Material Requisitior012 4,500 -
12-01-2020 | GRNOOQ9 (against the Purchase Ore609) 10,000 -
12-01-2020 | MRNOO04 (against the Purchase Ore609) 400 -
1501-2020 | Material Requisitior013 2,200 -
24-01-2020 | Material Requisitior014 1,500 -
25-01-2020 | GRNO10 (against th&urchase Orde010) 10,000 -
28-01-2020 | Material Requisitiorf015 4,000 -
31-01-2020 | Material Requisitior016 3,200 -

*GRN Goods Received Note; *MRMNaterial Returned Note
Based on the above data, you are required to CALCULATE:

(i) Reorder level

(i) Maximumstock level

(ii)) Minimum stock level

(iv)PREPARE Store Ledger for the period January 2020 and DETERMINE the value of stoek as g

01-2020.

(v) Value of components used during the month of January, 2020.

(vi) Inventory turnover ratio.
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PROBLEM 20 : (RTP NOV 19)
HBL Linted produces product '‘M' which has a quarterly demand of 20,000 units. Each produ
requires 3 kg. and 4 kgf material X and Y respectiveMaterial X is supplied by a local supplier and
can be procured at factory stores at any time, hence, no nedeép inventory for material X. The

ot

material Y is not locally available; it requires to be purchased from other states in a specially desighed

truck container with a capacity of 10 tons.

The cost and other information related with the materials are as fdto

Particulars Material -X Material-Y
Purchase price per kg. (Excluding GST) 140 640
Rate of GST 18% 18%
Freight per trip (fixed, irrespective of quantity) - 28,000
Loss of materials in transit* - 2%
Loss in process* 4% 5%

*On purchasedjuantity

Other information:

- The company has to pay 15% p.a. to bank for cash credit facility.
- Input credit is available on GST paid on materials.

Required:

(i) CALCULATE cost per kg. of material X and Y

(i) CALCULATE the Economic Order quantity for botiméterials.
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A dEconomic Batch Quantity (EBQ)

where,
D
S
C

Annual demand for the product
Setup cost per batch
Carrying cost per unit per annum.

' mMmoXpnn

C 5

\/ZDS_ \/23 1,350008 3,375

dzy A G &

ii. Total Cost (of maintaining the inventories) when batch size (Q) are 13,500 and 7,500

units respectively

Total cost = Total setp cost + Total carrying cost.

When batch size is 13,500 unif]

When batch size is 7,500 unit

Total set up cost

[ MXopXnnn33@5 m
33,750
Or,
No. of setups = 10
' m/ =B T B3,750

' MmZopXnnB37mB T

I' 60,750

Total Carrying cost

1/2 x 13,500 x 5
' 33,750

1/2 x 7,500 x 5
I' 18,750

Total Cost

67,500

79,500

12,000 is the excess cost borne by the company due to Istehnot being economic

batch quantity.

Alternative presentation

EOQ 13,500 Batch size 7500 Extra cost Saving
No of setup 10 18 8 x 3375 = 27,000
Carrying cost| 13,500¢ 7500 = 6000/ 2 @ 5 15,00(

Net extra cost = (27,0005,000) = 12,000

i. Calculation of Economic Order Quantity
Annual requirement (A) = 7500x12= 90,000
Valves Cost per order (O) 45
Inventory carrying cost (5 20%

Cost per unit of spare (¢) 1.5

Carrying cost per unit (i x8) 1.5 x 20% = 0.30
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3 3
Economic Orde@uantity (EOQ)=1/2 ? ©
i3c
3
_ /%20315 = 3,000 Valves

Frequency of order or Number of Orders = 90,000/3,000 = 30 orders.
So Order can be placed in every 12 (360days/30) days
il. Reorder Quantity= {Maximum Consumption X Maximuead time} + safety Stock
= {7500X1.5} + 3200 = 14,450 Valves
iii. Calculation of Economic Order Quantity if valve cogt0
Carrying cost is 20% o#.50 = 0.90
23 A3 0

i3c

_ [2290,000° 15
0.9

= 1732.0508 units or 1733 Valves

Economic Order Quantity (EOQ)

oD
Annual requirement of raw material in kg. (A) = 60,000 units + 5 units per kg. = 12,000 kg.
Ordering Cost (Handling & freight cost) €3)400 + 350 = 750
Carrying cost per unit per annum i.e. inventoeyrying cost + working capital cost (c x i)
= ( 0.25 x 12 months) +15 = = 18 per kg.
23 12,000kgs® Rs750
Rs18
ii. Frequency of orders for procurement:
Annual consumption (A 12,000 kg.
Quantity per order (EO® 1,000 kg.
No. oforders per annumA -+ EOG 12,000kg + 1,000kg. = 12
Frequency of placing orders (in months) = 12months + 12orddrsnonths
Or, (in days¥ 360days 42orders = 30 days
iii. Calculation of total ordering cost and total inventory carrying cost as per EOQ:

i E.O.Q.Z\/ = 1,000 kg.

Amount/Quantity

Size of the order 1,000 kg.
No. of orders 12
Cost of placing orders 9,000
(12 orders x 750)

Inventory carrying cost 9,000
(1,000 kg. x ¥2 x18)
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Total Cost 18,000

4,
i. Calculationof Inventory Turnover ratios and number of days:
Material A Material B
() ()
Opening stock 30,000 32,000
Add: Purchases 90,000 51,000
1,20,000 83,000
Less: Closing stock 20,000 14,000
Materials consumed 1,00,000 69,000
Average inventory: (Opening Stock + Closing Sto2k) 25,000 23,000
(a) Inventory Turnover ratio: (ConsumptionAverage 4 times 3 times
inventory)
(b) Number of days for which the average inventory hel 90 days 120days
(Number of Days in year/IT ratio)
ii. Comments: Material A is moving faster than Material B. Or Material A has a less
holding period.
5.
(i) Statement of Total Inventory Cost and Ranking of items
LGS ' yA|<2hT ¢4 ' yAl ( ¢c20lF§22h¥ ¢4 wky1q]
O02R dzy A 00 LY@Syi{ LY@Sy|
y 2 d oz2al oz2al
00
MAM HPp o®doo pn MZHPJ MC ®cC T H
MAH O0nn nnaon | M onn nonn C
MAOl pnN c dcT y n nzninj po®o( M
MAan TP Mn ®n | y cnn y ®nn n
MIPp HHP ondn | H npn cdnn p
MAacK TP Mn ®n | M H dnn MH ®nJ o]
Tpn M N Mp O T 2PN M N

(i) Classifying items as per AB@alysis of Inventory Control
Basis for ABC Classification as % of Total Inventory Cost
Mp: 9 |02 @Sn WA 1 SY &
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wkyllLGSY [52h¥ ¢f{ ¢204FFf Ly 2h¥ ¢2d /383

b2o dzy A G 024G o Lywkd2NE

M M /1o cdcT nxnnn po®oo

H MM 0®doo MZHPAN MC ®CT
¢20l H M ®n PEXHPAN TNndNnN !
o] M C Mn ®n dbnn MH®nn

n MAn M ®n cnn y ®nn
¢20l H Hn®n MZp A Hn®nan

p MAp onon npan cdnn

c M H nnaon onn nonn
¢c20al H TNodnN TpnN Mna®nn /
DNJ vy C M N TZpnAn M

¢20|

Working Notes:
l'yydz- £ NBIdZANBYSYyid o! 0 ' WTXInnn dzyiida
/ 280 LISNI 2NRSNJ 6ho r Hnon
LY@SyG2NE OFNNEBAyYy3I O02ad I' mMHPp?
/] 280G LISN) dzyAd 2F &aLI NB T pn

r

[ F NNEAYy3I O02aid LISNJ dzy A i pn P mMH®pE: T

3 3
Economic Order Quantity (EOQ) = 2 f ©
i3c
3
:\/2 217000 240 = 1,440 units
6.25
(i) Calculation of saving by opting EOQ:
9EA&ay 3 h 9hv aj
A My ©T
b2d 2T 2NRSNA ) ¢ ) Y P
OHT Z 1N OHT NN
< A H2M nxp
' d® hNRSNAY3 [/ 2a ) )
o] H N o] HHNTNZ NP1 N |
. <o $hZo nzp
. ® /I NNEAY3I O2a ) .
ooxnnn P om2nnn P
¢c20Fft O02adG o! b. MM | b= n
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(iif) Frequency of Orders (in days):

8.
(i)

{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf

{F GAy3a 2F [/ 2ai o0& 2dlyfEnahiv a2 R&Hf=plop wmMmMZ
Reorder point/ Reorder level = Maximum consumption x Maximum lead time
Consumption per day = 27.000 units/360 days = 75 units

Reorder point/ Reorder level = 75 units x 12 days = 900 units

360days/No. of orders a year = 360/19 days = 18.95 days or 19 days

Working:
Calculation of Annual demand of raw material

= 4,000 Litres (per quarter) x 4 (No. of Quarter in a year) x 2 kg. (raw material required for each

Litre of paint)

= 32,000 kg.

Calculation of Carrying cost
Storage rate=2%

Interest Rate= 6%
Total=8% per annum
Carrying cost per unit per annuin  y3> T ¥ np AJSNJ dzy AG LISNJ I yydz

N

. _ |23 Annualdemand(A) OrderingCostperorder(O)
(i) EOQ = : \
Carryingcostperunitperannum(C)
3 3
_ \/2 32,00(kg® Rs40 _ 800 Kg
Rs.4
(i) Total Annual Inventory Cost
t dZNOKIF aAy3 O02ad 2F owznnn 13 X MC X |
hNRSNAYy3 /240G 6ouwXnnn 13Ixkynn | M (
[ P NNBEAY3I /2a0d 2F LY@SYyi2NR o6mp M
MC 2 |
(a) Stores Ledger Account for the month of April, 2008eighted Average Method)
wS OSA LI L & & dzS .t yOS
ol viagwrkdlyY2d:z vigwl d! Y2di viegwl ! Y2 ds =
5Hus , . , . , .
LYV Al O 6 0! YAl O 6O 0! YAl 6 6 v O
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nmmwemnanNMoOoO2Zn MQ Ny 2/ T T mnnmp®d co |
NnynmInawm T T M MZNMPp® MpZl1oZnNnMp® NT XY
MIMMEAMMZP MY HT 2 ]! ]! mMn2p| Mc{ TN
HINWMWAWN T T Tl MZH MC MpZYoZo Mc{ pnZi
HmrmENN T T m on MY pZnoZnanMcd nd/
Ho e T T M MZ2NMCPD MC2Z(HZNMC®P OHZT
HWMmmAN pn MT Yy2Zp ) ) MHZP/MC P N MZ Y
OmUuENM T T T primc @ YHIHZN|MC D N

(b) Stores Ledger Account for the month of April, 2019 (LIFO)
wSOSA LI L & & dzS . FEFyOS
51 s vid@wld! Y2diz vaawl d! Y2dz vigwl (! Y2dj
YAl 6 | 6 O]} YAl O O U] YAl O 0O U
NEmwaNM ] ] ] T ] mmMmzn MQg Mp )
NMIMWAN 02 Mg ny 2| T T mMM2Za MJg Mp 2/
ozn Mg ny z|
nynmwnawM ) ) T M2 Mg MCc2ZJM2Zna MQg Mp 2|
HX/N1 Mg OH X/
MI@MUMEAN M2ZP MY HT 2| Tt ) mMMZA MPB Mp 2/
HXN1 Mg OH X/
MZPp MY HT 2/
HIOMWAWN ] T T MZH MYy HMXZ(MZN MQ MpZ)
HXN MC OHZ/J
on MYy pZn
HpomEaN L L m on MYy pzZnmMzZn MQ Mp )
HXN1 Mg OH X/
Hol i A ) ) T M2ZnN Mg MCcX2ZJMZn MQg Mp 2|
MXNn1 Mg MC
HWmAaN pn MT YyZPp ]! T MMXZ MPB Mp 2/
MX/n1 Mg MC
p N MT Yy 2Pp
OmUuE NN T T T prq MT yp/mMmza Mg MpZ)J
MZn Mg MC 2/
np MT T2XC

(i) Value of Material Consumed and Closing Stock

2 SAIKGSR ! SNJ[LCh YS
hLISYyAy3 aimmehmvmipa 2 Mp I/ Mp I |
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9.
(a) Annual consumption 250 kg x 52 weeks = 13,000 kg.
() Reorder Quantity or EOQ 23(5; ©

A = Annual Consumption = 13,000 kg

h I hNRSNAy3 /2ad T ® MIpnn
[ /2ad LSNI {13 T ® mnn

I = carrying cost rate = 9.75%

/ FNNEAYy3 O02a80G LISNI 13 LSNI Fyydzy 60 R A0 [T
3
\ EOQ = \/2 13,000 1,500
9.75
_ /39000OOC: 2000 kg.
9.75
(i) Reorder level= Max. reorder period x Max, Consumption
= 7 weeks x 300 kg2,100 kg
(iif) Maximum level= Reorder level + R@rder Qtyc (Min re-order Period x Min. Consumption)
= 2100 kg + 2000 kgy(5 x 200) kg 3100 kg.
(iv) Minimum level= Reorder levelg (Avg. reorder period x Avg. Consumption)
= 2,100 kg; (6 x 250) kg = 600 kg.
(v) Avg. stock levek %2 (Max. level +Min. level)
=%, (3100 + 600) = 1850 kg
OR
= Minimum level +% ROQ
= 600 kg. % x 2000 kg. = 1600 kg.
10. o

(a) (i) Calculation of Economic Order Quantity

EOQ = \/ZAO B \/23 12,000units® Rs1,800
C Rs6403 18.75/ 100

= 600 units
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(b) When Quantity Discount is accepted

)

t dZNDOKF &8S /d&/&ad a0 H Znemy 0 THZMC
hNRSNAY3 /280 © !'Kv P h O6MHZIAIJ TIH
/' P NNBEAYy3 /238G ® vk/ P | E A 0¢ MZTM
c2alt /2aid TNIT

(if) Evaluation of Profitability of Different Options of Order Quantity
When EOQ is ordered

Adviseg The total cost of inventory is higher if EOQa®pted.If M/s. X Private Limited gets
I RA&O2dzy i 2F p» 2y (GKS LJzNOKFasSa 2F a{Vv,
GKSNB gAftt 0SS TFAYLl YyOALl £74,84200% AMowéver2ofder size ofDig T
guantity will increaseolume of average inventory to 5 times. There may be risk of shrinkage,

pilferage and obsolescence etc., of inventory due to increase in the average volume |of

inventory holding. This aspect also has to be taken into consideration before opting the

2 )

discountoffer and taking final decision.

11.

al GSNRAIf a

al GSNALFE b

¢ dzNy 2 OSNJ NI o 2

¢ dzNJy 2 OSNJ NI o 2

_ Costof stockof rawmaterialconsumed
Averagestockof rawmaterial

_ Costof stockof rawmaterialconsumed
Averagestockof rawmaterial

_ Rs6,00,000+Rs9,50,000-Rs4,50,000=2.09

_Rs10,00,000+Rs18,40,000-Rs.7,25,00

(6,00,000+ 4,50,000)/ 2

(10,00,000+ 7,25,000)/2

Il SN} 3S ydzYoSNJ 2F RI
AYOSYi2NE Aa KSER

| SN} 3S ydzYoSNJ 2F RI
AYOSYyi2NE Aa KSER
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focnkLY@Syd2NER {dz2Ny 2 ¢
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i) Advice

Comparatively Material M is slower than MateriabM y OS LYy @Sy i 2NE K2 R

Ay s

MTH®HP RI&& AY [/ 2YLINRaAZ2Y (2 WbQ A®dSdOE wmnc dd

turnover. Though, different business has their own expected rates for inventory turnover like
food shops have fast invéary turnover, shop selling furniture etc. will have slower inventory
turnover while manufacturers of large items of plant will have very long inventory turnover.

If it is not as per the Industry Standard, then a slow turnover may indicate that excessive
inventory is held and risk of obsolete or spoiled inventory will increase. Large quantity ef slow
moving material means that capital is locked up in business and not earning revenue. It is
advisable to make proper investigations into slow moving materiadstake steps to minimize

the loss arises therefrom as it may impact overall financial health of the organisation.

Difference between Minimum lead time Maximum lead time = 4 days
Max. lead timeg Min. lead time = 4 days

Or, Max. lead time = Min. ledtne + 4 days (1)
Average lead time is given as 6 days i.e.

Max.leadtime +Min.leadtime
2

Putting the value of (i) in (ii),

= 6 days (i)

Min. leadtime +4 daysMin.leadtime
2

Or, Min. lead time + 4 days + Min. lead time = 12 days

=6 days

Or, 2 Min. leadime = 8 days
Or, Minimum lead time = 8days /2 = 4 days
Putting this Minimum lead time value in (i), we get
Maximum lead time = 4 days + 4 days = 8 days
i.  Maximum consumption per day:
Reorder level = Max. Rerder period x Maximum Consumption per day
1,60,000 units = 8 days x Maximum Consumption per day
Or, Maximum Consumption per day60,000units + 8days = 20000 units
ii.  Minimum Consumption per day:
Maximum Stock Level =
Reorder level + Rerder Quantityg (Min. lead time x Min. Consumption per day), Or
1,90,000 units = 1,60,000 units + 90,000 ugifd days x Min. Consumption per day) Or, 4
days x Min. Consumption per day = 2,50,000 unt90,000 units
Or, Minimum Consumption per day60000 units + 4 days = 15000 units
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13.
1. Calculation ofEconomic Order Quantity (E.O.Q)
Annual requirement (usage) of raw material in (&) = 150000 + 3per unit = 50000Kg
Ordering Cost (Handling & freight cost) (O)E470 + 770 = 2,240
Carrying cost per unit per annum (C) i.e. inventory carrying castrking capital cost= (3 x
12 months) + 20 = 56 per kg
2A0 _ \/23 50,000kg.3 Rs2,240
C Rs56
2. Frequency of placing orders for procurement:
Annual consumption (A) 50,000 kg.
Quantity per order (E.O.@) 2,000 kg.
No. oforders per annum A + EOQ = 50000 Kg + 2000 Kg = 25 orders
Frequency of placing orders (in days) = 360days + 25 orders = 14.4 Days
3. Percentage of discount in the price of raw materials to be negotiated

E.O.Q=\/ [ 2000 kg

Particulars On Quarterly Basis On E.O.Q Basis

1. Annual Usage (in Kg.) 50,000 kg. 50,000 kg.

2. Size of the order 12,500 kg. 2,000 kg.

3. No. of orders (1 + 2) 4 25

4. Cost of placing orders or 8,960 56,000
Ordering cost
(No. of orders x Cost per (4 order x 2,240) (25 orders x 2,240)
order)

5. Inventory carrying cost 3,50,000 56,000
(Average inventory x (12,500 kg. x ¥2 x56) (2,000 kg. x ¥2 x56)
Carrying cost per unit)

6. Total Cost (4 + 5) 3,58,960 1,12,000

When order is placed on quarterly basis the ordering cost and carrying cost increased by
2,46,960 ( 3,58,960- 1,12,000). So, discount required 2,46,960

Total annual purchase = 50,000 kg. 200 = 95,00,000 So, Percentage of discotmbe

negotiated =240900 + 9500000 =2.60%

Mmn ®
' & LINPOdzNBYSYG aYS Aa 3IAPSY Ay RlIeazr O2yadeylL
al EAYdzY / 2y adzvydye®Ryp LISNII5 @y RI&a (&)
aAyAYdzy [/ 2yadzYlla2y LISNIS5F@Y uwumn p 1 [ onRk®a
| SN IS / 2yadzYLle2y LISNI5F8Y pn b on p H T n
a. Calculation of Economic Order Quantity (EOQ) :
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lyydzr £ O2yadzYlLlez2y 2F wlg al GSNRAFE& o0!0Y npn
/ 2&80 LISNJ dzy A Gm LIS NH Wy dEY mOHMONY0Y 0 K& U b
h NRSNRA Y 3 n/nznd LISANE thWR S NJ
9h \F\/zs A3 O =\/23 14600° 200_ ., - ks
Rsl4
ReOrder Level (ROL) = (MaximumconsumptionRatex MaximumProcurement
Time)
'pn 13& LISNIRIFe P ¢ RIe&a
'mpn 1 3a
Maximum Stock Level =Recorder Level + Recorder Quantity (MinimGomsumption
Rate x Minimum Procurement Time)
'mpn (3a bornt3dqgIa p RIE&D
Fpnec 13a
Minimum Stock Level =Recorder Leve] (Average consumption RateAxerage
ProcurementlTime)
mpncpaa 134 - 1 RIFEe&aovo I'mtn (32
Sdaverage{ (1201 [ SPHNhc 13a b mTtn 13F3& p H [ ppy |Y:
Numberof Orders to be placed per year
= Annual Consumption of Raw Materials +~ EOQ
= 14600 Kgs + 646 kgs = 23 orders
Total Inventory Cost
/2ad 2F al GSNRFf&a 6! EMAndaNBKI M3 StcMEOASI;M o mr
¢201f hNRSNAyYy3a /2aG o0b2d 2T hNRSNMEAE hoO |0H
¢201 f/ FNNBEAY3 /238G ovwnhdv k H E _h&péenc | 3a
¢c2G1tf LYy@Syuz2NeR [/ 2al MNSCdIMHH
If the supplier is willing to offer 1% discount on purchase of total annual quantity in two
orders:
haSNJ t NI ' mnn E dd: I dd
wWSOAEASR / F NN® AR AMY 2B Gl B2y ik r Mmoo
wSOAASR hNRSNI Adz Ko e hINRSMN& n | ' Ton
¢c2G1rf LYy@Sya2NB /2aid G haSN
/280 2F al GSNALFE& 6! HbOdzNDKI ' MnZnp
¢c2Grf hNRSNAyYy3a /2alid obz2o 2F | ' nn
¢2d0Ft /FNNEBAY3 /280 wolyyw H ' pnzc bk
¢c2G1rtf LYy@Syuz2NeE [/ 2al MnXdpc Q
| RGAOSY 1'a G241t Ay @HSrydio2nNg é@ﬂrﬁ?ﬁcbcﬂmﬁn\ncmﬂélﬁ(k.
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i. Counteroffer:
[ SG 5Aa02dazid wl 4GS
/ 2 dzymiiSSNI It M@ S: W naql

wSOAEASR /I NMB@YA H 2w H MHOMYIR ¢ N KB 8b b

' men®dmul
Total Inventory Cost at CounteDffer Price

/280 2F al GSNALFt& 6! EmMaqizNBHTIASKENEOSHT oM
¢201f hNRSRXYBNRSHKAE &bA® O6HThMNMRSINE E HnAnN
¢2GFHE /P NNBAY3I /280 ovorhavdvke 1H0 8B M/ Xmmany & 1 n

¢20Ff LyogSyEanmphagdi>c pSMHHT MpIXvmMBpnayl

MNXcOIWpHIMMERPp nayl
hwpndyhnHZoTy
hNJ HoOyH

A

CKSNBEF2NBEZ RA&AO2dzydi akKz2dzZ R 6S i €SIFad w
Mp P
[ £ OdzZ a2y 2F 0O2&0G LISNI dzyAdY

Particulars Units ()
Listed Price of Materials 5,000 2,50,00(
Less: Trade discount @ 10% on invoice price (25,000
2,25,00(
Add: CGST @ 6% 02,25,000 13,50(
Add: SGST @ 6% a?,25,000 13,50(
2,52,00(
Add:  Toll Tax 5,00(
Freight and Insurance 17,00(
Commission and Brokerage Paid 10,00(¢

Add: Cost of returnable containers:

Amount deposited 30,000

Less: Amountefunded 20,000 10,00(
2,94,00(
Add: Other Expenses @ 2% of Total Co2t94,000 98 x2) 6,00(
Total cost of material 3,00,00(
Less: Shortage material due to normal reasons @ 20% 1,000 -
Total cost of material of good units 4,000 3,00,00(
Cost per unit ( 3,00,000/4,000 units) 75
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1. GST is payable on net price i.e., listed price less discount.

2. Cash discount is treated as interest and finance charges; hence it is ignored.

3. Demurrage is penalty imposed by the transporterdefay in uploading or oHloading of
materials. It is an abnormal cost and not included.

4. Shortage due to normal reasons should not be deducted from cost to ascertain total cost of
good units.

MC @
() (a)Inventory turnover ratio (Refer to working note)
= Cosbf stock of raw material/consumed Average stock of raw material
r MZCYZNANIANNK MaZnnInann [ wmc dy
(b) Average number of days for which the average inventory is held
= 365/Inventory turnover ratio = 365days/16.8 = 21.73 days
Working Note:

t I Nb Odzf | NE& 6
hLISYyAy3 ai201 2F NI g YIFOGSNRI§ dZnn
' RRY al GSNAFf LIzZNOKF&aSa RdzNR Y73 MZTNZ|
[ Saay /ft2aAiy3 aid201 2F NI} g YI MMZ N

MZCYy 2

(i) The Inventory turnover ratio for material X is 16.8 which mean an inventory item takes only
21.73 or22 days to issue from stores for production process. The rate is better than the
industry rate which is 10 time or 36.5 days. This inventory turnover ratio indicates better
inventory management system and good demand for the final product in market.

17.(RTP MAY 21, RTP MAY 19, MTP APR 19, PM)

Working Notes:

() / 2YLziF GA2Yy 2F !l yydzZf O2yadzylLliaAzy 39 | yydz
{FfSa F2NBOIFad 2F GKS LINRBRdzZOG SunZnnn
[ SaayY hLISyAy3 ainz201 2F Uu.4¢ MZYynn
CNBaK dzyAdGa 2F 4.0 (2 06S LINPRdz(my = dzyf A {
wk g YIFEOGSNAFE NBIjdzANBR LINPR@OMRY ITHIY NN
[ SaaY hLISyAy3a {G201 2F Us54 HEnnn
l'yydzckf RSYFYR F2NJ NI g YFUGSNARIE [tTnZynn 'E
(i) Computation of Economic Order Quantity (EOQ):

EOQ = 23 Annuademandof'D* orderingcost
Carryingostperunitperannum
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3 3 3 3
_ \/2 70@2(5»(;. 13;1,340: \/2 70,80:(33.5Rs.1,340: 2328g
(i) Re Order level:
= (Maximum consumption per day x Maximum lead time)
= {(Annual Consumption of 'D'/300days + 40kg.) x 8 days}
={(70,800kg. /300 days x 40kg) x 8 days) = 2,208 kg.

(iviaAyAYdzy O2yadzYLWiA2y LISNI RIF& 2F NI g YI GSNRL

Average Consumption per day = 236 Kg.
Hence, Maximum Consumption per day = 236 kg. + 40 kg. = 276 kg.
So Minimum consumption per day will be
Average Consumption = Min. consumption + Max. consumption/2
Or, 236 kg= Min. consumption + 276 kg. /2
Or, Min. onsumption = 472 kg 276 kg. = 196 kg.
(a) Re-order Quantity:
EOQ 400 kg. = 2,328 kg.400 kg. = 1,928 kg.
(b) Maximum Stock level:
= Reorder level + R@rder Quantity¢ (Min. consumption per day x Min. lead time)
= 2,208 kg. + 1,928 kg(196 kg. x 4 days)4,136 kgg 784 kg. = 3,352 kg.
(c) Minimum Stock level:
= Reorder levelg (Average consumption per day x Average lead time)
= 2,208 kgg (236 kg. x 6 days) = 792 kg.
(d) Impact on the profitability of the company by not ordering the EOQ.

2 KSY LIJzZNIKKS a2 KSy LJzNDOKI a

LIhNRSNJ |j dzI v ¢ M>cpHy 13 HXoHuy 13
Lib2®d 2F 2NRY TNIynnl3io TNnIynnl3o
Froc ®TH2NJ 01 ' on®dnm2 NJ

LUhNRSNAY3I [/ 2 oT 2NRSN& om 2NRSNR&
r nogpp) ' amZpnn
Ly! GSNF¥3IS Lyd wmMIdpHyldBm ikl HZoHyluImcrH
+ |/ I NNEAY3A /2 hpcn 13T R mMZmcn 139 P
+lye¢20Ft /240 Y OXO0HI/ YVHIHY N

18 : (RTP NOV 20, MTP MAY 21, PM)
() Minimum stock of A
Reorder levelg (Averageconsumption x Average time required to obtain delivery)
= 60,000 kgg (900 units x 12 kg. x 3 weeks) = 27,600 kg.
(i) Maximum stock of B
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Reorder level + R@rder quantityg (Min. Consumption x Min. Rerder period)
= 70,000 kg. + 8,000 kg550units x8 kgx 5 weeks).
=78,00@22,000 = 56,000 kg.
(iif) Re-order level of C
Maximum reorder period x Maximum Usage
= 7 weeks x (1,250units x 6 kg.) = 52,500 kg.
OR
= Minimum stock of C+ (Average consumption x Average delivery time)
= 25,500 kg. + [(900 units x6 kg.) x&eks] =52,500 kg.

(iv) Average stock level of A
= Minimum stock + Maximum stock/2(Refer to Working Note)
= 27,600 + 58,80@ = 43,200 kg.

Working note
Maximum stock of A = ROL + RO@linimum consumption x Minimum rerder period)
= 60,000 kg. + 12,000 kg[(550units x 12 kg.) x 2 weeks] = 58,800 kg.
(v) Reorder level of D
Maximum reorder period x Maximum Usage
= 3 weeks x (1,250 units x 5 kg.) = 18,750 kg
(vi) Minimum stock of D
Reorder levelg (Average consumption x Average time required to obtain delivery)
= 18,750 kgg (900units x 5 kg. x 2 weeks) = 9,750 kg.

19.: (RTP MAY 20)
Workings:

Consumption is calculated on the basis of material requisitions: Maximum component usage = 4,500

units (Material requisition on 101-20) Minimum component usage = 1,500 itisn(Material
requisition on 2401-20)
Lead time is calculated from purchase order date to material received date
Maximum lead time = 21 days (12-2019 to 0501-2020)
Minimum lead time = 14 days (32-2019 to 1201-2020)
Calculations:
() Reorder level
=Maximum usage x Maximum lead time
= 4,500 units x 21 days = 94,500 units
(i) Maximum stock level

{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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= Reorder level + Re@rder Quantityc (Min. Usage x Min. lead time)
= 94,500 units + 10,000 unitgg1,500 units x 14 days)
=1,04,500 unitg 21,000 units 83,500 units
(iif) Minimum stock level
= Reorder levelg (Avg. consumption x Avg. lead time)
= 94,500 unitg (3,000 units x 17.5 days)
= 94,500 unitg 52,500 units

= 42,000 units
(iv) Store Ledger for the month of January 2020:
wSOSA LI & L a3&dzS i yOoSs

51 4GS Dwhb K . . 1Ydqdawb . !,Yﬁ ot yidd

awh Y Ad WI-USO a aw VYA wl a o] VYA wl o q

dnn

N NH T T T T s T T s oXp] dhZy| onZXo
NP W AH y M XN hZdo| ddhZ 0 o] pnn|l dZdhpq nZPpqMOoZ] PEZYy| MZHY
N M aH m m s m M M oXn) pZyqHbDIMNZ pIZy| by Zd
MID W 1 H T T s T M H nXpy) dZyqnnzp pZp|hZy| pnZn
MH B 1 H s3] MaZn PITY| DT 2y n nan| X7y oXZPI MPpEINPIy|mMZny
M@ R 1 H m m s m M O HXHJ PZYyH HMIC MHZ] pZy|MIHC
HmmMAH T T s T M n MEIpJ) PEZYRMOZTMMZN PZy| MEIMM
Hp®AH M MAaZn PZTp| dT Z P T b b m HMEIN PZT|HZIAD
HYylm nH T T s T M p nXnyj PZTYyOPEIMMTZr pEZT| METN
O M FH NTH m m b m M C 0OZHJ) PpZTYyOMZJQMOZIH PEIT|MZod

[Note: Decimal figures may eunded-off to the nearest rupee value wherever required)
Value of stockason31@lnun oWnnanno T MZodInnm
(v) Value of components used during the month of January 2020:
{dzy 2F YIFGSNRAIFf NBldAAAGAZ2YA nmm (02 nmc 0OV
r HpZcdn b mmXpom b omImame b OMZOH
(vi) Inventory Turnover Ratio
= Value of materials used/ Average stock value
r MZYyMZACMK 0 M IMXIMnZ/MCbM KO 1 Zyoco3pcic YK [H H da &

20 : (RTP NOV 19)
Working Notes:
(a) Annual purchase quantity for material X anY:
Annual demand for product M20,000 units x 4 = 80,000 units

t I Nb Odzft | N& alm alm .
vdz yad@ NBIjdzANBR TF2NJ L o no
bSG ljdzZr yaGe F2NJ YI GSNR HXn N OZHAZJ
' RRY [2&da Ay UGNYyaaid Tt cCXyy
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Note - Input credit on GST paid is available; hence, it will not be included in cost of

material.

(i) Calculation of cost per kg. of material X and Y:

t I Nb Odzf I NE& alm a

t dZNOKI &S ljdzl yaie HXp Nz oXnnzZj
wlkidS LISN {30 M Tl cn
t dZNOKIF &S LINRAOS oXpnz HHZH)
' RRY CNFBAIKI n by n
c2a1rt Oz2al oZpnsz HHZMM)
bSG vdzZ yaie HEnnZXJ OXHNZ]
[ 2al0 LISN {3 M p cC M

*No. oftrucks = 3,44,085kg./10 ton x 1,000 = 34.40 trucks or 35 trucks
0 NHzO1 & P

¢CKSNBETF2NBZ G201 f

'.F

NBAIKG I op

(i) Calculation of Economic Order Quantity (EOQ) for M4tand Y:

9hv ' KH E !'yydza f wSljdZANBYSyidi. E hNRSN Q2
t I Nb Odzf | NE alm alm
lyydzZ f wSljdzA NBYSy HEZpnzi ozZnnzj
hNRSNAyYy3I O2af n HY =
[ 240G LISNJ dzy A MM P c hm
/' F NNEAY3 O2al M P’ M P
[ F NNEAY3I 02al0 LISNI dzy N M0
9hv n MO ZCOH
©)
%
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CHAPTER EMPLOYEE COST

t!we¢yY L/!L t!{¢ 9-1a v!'9{¢Lhb{
PROBLEM 1: (MAY 23 5 Marks)

{al [/ 2YLIye [AYAGSR A& LINPRdzOAY3I | LI NbOdzf I NJ
aeadsyy

Normal working hours in the week 48 hours

Late shifthours in the week 12 hours

Rate of paymenNormal working: 150 per hour

Late shift: 300 per hour

Average output per operator for 60 hours per week (including late shift hours): 80 toys.
The company's management has now decided to implement a system of labour cost payment with
either the Rowan Premium Riar the Halsey Premium Plan in order to increase output, eliminate
late shift overtime, and reduce the labour cost.

The following information is obtained:

The standard time allotted for ten toys is seven and half hours. Time rat&0 per hour (as uslja
Assuming that the operator works for 4®urs in a week and produces 100 toys, you are required
to calculate the weekly earnings for one operator under

() The existing Time Rate,

(i) Rowan Premium Plan and,

(iif) Halsey Premium Plan (50%).

PROBLEM 2 : (NOV 22, 6 Marks)
A skilled worker, in PK Ltd., is paid a guaranteed wage rateld.00 per hour in a 4&our week.
The standard time to produce a unit is 18 minutes. During a week, a skilled warkéidp WY! Q
produced 200 units of the product. The Company has taken a drive for cost reduction and wants
reduce its labour cost.
You are required to:
(i) /FEOdA FGS g1 3Sa 2F aNXP W Q dzy RSNJ S OK 27F |
(A) Time rate,
(B) Piece-rete with a guaranteed weekly wage,
(C) Halsey Premium Plan
(D) Rowan Premium Plan

(i) Suggest which bonus plan i.e. Halsey Premium Plan or Rowan Premium Plan, the copany O

should follow.
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PROBLEM 3 : (MAY 22; 5 Marks)

PQR Limited has replaced 72 workers during the quarter ended 31st March 2022. The labour rates

for the quarter are as follows:

Flux method 16%
Replacement method 8%
Separation method 5%

You are regired to ascertain:

(i) Average number of workers on roll (for the quarter),

(i) Number of workers left and discharged during the quarter,
(i) Number of workers recruited and joined during the quarter,
(iv) Equivalent employee turnover rates for the year.

PROBLEM 4: (DEC 21¢ 5 Marks & RTP NOV 23)
A skilled worker is paid a guaranteed wage rate df50 per hour. The standard time allowed for a

job is 10 hours. He took 8 hours to complete the job. He has been paid the wages under Rowan

Incentive Plan.

You are required to:

(i) Calculate an effective hourly rate of earnings under Rowan Incentive Plan.

(i) Cdculate the time in which he should complete the job, if the worker is placed under Halse
Incentive Scheme (50%) and he wants to maintain the same effective hourly rate of earnings.

PROBLEM 5: (JUL 2k 5 Marks)

Following information is given of a ngmdetup organization for the year ended on 31st March,
2021.

bdzYo SN 2F ¢2NJ SNE NBLJX I OSR RdzZNAyYy 3 (K p 1
bdzYoSNJ 2F $2NJSNA fSD IyR RA&aOKINHSR H [
I SN AS ydzZYOSNI 2F @g2NJ SNAR 2y GKS NRf € p N

You are required to:

() Compte the Employee Turnover Rates using Separation Method and Flux Method.

(i) Equivalent Employee Turnover Rates for (i) above, given that the organization was setup on 31st

January, 2021.

PROBLEM 6: (JAN 21, PM 10 Marks)

Z Ltd is working by employing 5Kileed workers. It is considering the introduction of an incentiveSP-

scheme- either Halsey Scheme (with 50% Bonus) or Rowan Schehweage payment for increasing K

the labour productivity to adjust with the increasing demand for its products by 40%. Theaogm ﬁ

feels that if the proposed incentive scheme could bring about an average 20% increase over ]
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present earnings of the workers, it could act as sufficient incentive for them to produce more and tk
company has accordingly given assurance to the warker

Because of this assurance, an increase in productivity has been observed as revealed by the figu
for the month of April, 2020:

| 2dzZNI @ NI GS 2F 41 3Sa 63dza N yiSSRO p 1
l SN 3S aYS F2NJ LINPRdAzOAY3A 2y S dzy A M ® gKr2pd]
LISNF2NXIFyOS oUKAA YIFIe& oS Gl 1Sy I a

bdzY6SNJ 2F $2NJAy3 RlIé&a Ay | Y2yidK H
bdzYoSNIJ 2F g2NJAy3 K2dzNE LISNI Rl & 2 y
I Ol dzl f LINPRdzOoa2K RdzNAY3I GKS Y2y c > vdayii
Required:

(i) Calculate the effective increase in earnings of workers in percentage terms under Halsey &
Rowan scheme.

(if) Calculate the savings to Z Ltd in terms of direct labour cost per unit under both the schemes.

(i) Advise Z Ltd about the setean of the scheme that would fulfil its assurance of incentivising
workers and also to adjust with the increase in demand.

PROBLEM 7: (NOV 2@; 6 Marks)
Following are the particulars of two workers 'R' and 'S' for a month:

e

[€S

ind

t I Nb Odzf | N& w {
OAbaxasa o v MpX,| onzx|
6 B0 NySaa !'tf261 yOS p g p JE
OAMARAYINROdze 2y (2 9t C 02y ol aAA0 ¢ T3 T dp
OAMPOYGNROdze 2y G2 9{L 062y olairld & H33 H33
OBDWDSNBYS 0K2dzNE L H ] T

The normal working hours for the month are 200 hrs. Overtime is gaidable the total of normal

wages and dearness allowance. Employer's contribution to State Insurance and Provident Fund are at

equal rates with employees' contributions.
Both workers were employed on jobs A, B and C in the following proportions:

W20 a ! /

w T P2 M JE 2 M piz

{ n e’ H JE n e’
Overtime was done on job 'A'.
You are required to:
(@i / FfOdzZE 4GS 2NRAYINE 43S NIGS LISNI K2dzNJ 2 F
(i) Allocate the worker's cost to each job 'A’, 'B' and 'C".
{1wo{l¢! C2NJ/! IyR /a! p {1wo{l ¢! tNRFSaaAA2YI
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PROBLEM 8: (NOV 1%; 10 Marks)

Zico Ltd. has its factomat two locations viz Nasik and Satara. Rowan plan is used at Nasik factory and

Halsey plan at Satara factory.
Standard time and basic rate of wages are same for a job which is similar and is carried out on sin
machinery. Normal working hours is 8 hopes day in a &lay week.

Job at Nasik factory is completed in 32 hours while at Satara factory it has taken 30 hours. Conver
O0z2ada 4G blraiAl FYR {FGFNY I NB pXnny YR
Required:

(i) To find out the normal wage; and
(i) To compae the respective conversion costs.

PROBLEM 9 : (MAY 19; 5 Marks)
aka %Sol tNAGFGS [AYAGSR FEt2G0SR I adlyRFNJ
75. The actual time taken by a worker is 30 hours.

You arerequiredto calculate thetotal earnings under the following plans:
(i) Halsey Premium Plan (Rate 50%)

(i) Rowan Plan

(ii)) Time Wage System

(iv) Piece Rate System

PROBLEM 10 : (NOV 1& 5 Marks)

Following data have been extracted from the books of M/s. ABC Private Limited:
OAI{IFTINE 08FDOK IOYNIt B2y 1KV onzInannn
OA|. 2y dza Hp: 2F al t k]
OAIOYLX 28SNHa O2yiGNAROdza2y G2 |mpx 2F al |
GAqe201f O02adG G SYLX2eSSad ¢ cecmIpnn |
6gl¢c2G1rf €SI PS LISNXY¥AGSR RdzNAyYylon RI&a

60lb2d 2F SYLX 2&8SSa MT p
ODIb2NNIARES oaYS Tn K2dzNB LIS
OPA! 0y 2NXIf ARES aYS ORdz2S (2 |pn K2dzN&
OAI22N] Ay3 RIF&a LISNI I yydzy omn RlI&a 27

You are required to calculate:

1. Annual cost of each employee

2. Employee cost per hour

3. Cost of abnormal idlarme, per employee

{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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PROBLEM 11: (MAY 18 5 Marks)
A worker takes 15 hours to complete a piece of work for which time allowed is 20 hours. His wage

117

NI GS Aa p LISNJ K2dzNX¥» C2ff2¢6Ay3 FTRRAGAZ2Y I Ay

Material cost of work pn

Factory overhead00% of wages

Calculate the factory @ of work under the following methods of wage payments:
() Rowan Plan

(i) Halsey Plan

PROBLEM 12: (MAY 18&; 10 Marks)

The information regarding number of employees on roll in a shopping mall for the month of
December 2017 are given below:

Number of employeeas on 0112-2017 900

Number of employees as on -3P-2017 1100

During December, 2017, 40 employees resigned and 60 employees were discharged. 300 employ
were recruited during the month. Out of these 300 employees, 225 employees were recuuitad f
expansion project of the mall and rest were recruited due to exit of employees.

Assuming 365 days in a year, calculate Employee Turnover Rate and Equivalent Annual’ Employee

Turnover Rate by applying the following:
() Replacement Method

(i) Separation Methd

(iif) Flux Method

\/
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t!weyY ow9+lL{Lhb ¢9{¢ t!tow{o
PROBLEN 13: (RTP NOV 22)
lw [GR® Aa LINRPIAINBaaiay3a Ay Ada fS3Irt AyRdzd

Following is the data provided by the Personnel department for the last year:

Employees At the beginning Joine( Left At the end
Records clerk 810 1,62( 90 2,340
Human Resource Manager ? 30 90 60
Legal Secretary ? 90 ?
Staff Attorney ? 30 30 ?
Associate Attorney ? 30 45
Senior Staff Attorney 6 18
Senior Records clerk 12 51
Litigation attorney ? ?
Employees transferred from the Subsidiary Company

Senior Staff Attorney 12
Senior Records clerk 39
Employees transferred to the Subsidiary Company

Litigation attorney 90
Associate Attorney 15

At the beginning of the year there were total 1,158 employees on the payroll of the company. Tt
opening strength of the.egal Secretary, Staff Attorney and Assochtterney were in the ratio of
3:3:2.

The company has decided to abandon the post of Litigation attorney and consequently all t
Litigation attorneys were transferred to the subsidiary company.

¢ KS O2 Y LAl&msidigny RE YIAYyGlrAyAy3 aSLINFGS asSid 27
t SNE2YY St S5SLINIYSyYy(do

You are required to:

(a) CALCULATE Labour Turnover rate using Replacement method and Separation method.

(b) VERIFY the Labour turnover rate calculated under Flaukoddoy Mr. H

PROBLEM 14 : (RTP MAY 22)
A total of 108 labour hours have been put in a particular job card for repair work engaging-a sgg
skilled and skilled labour (Mr. Deep and Mr. Sam respectively).

below:
{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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Monday Tuesday Wednesday Thursday Friday
10.5 8.0 10.5 9.5 10.5
The skilled labour also worked on Saturday for 10 hours. Sunday is a weekly holiday and each waq

has to work for 8 hours on all wk days and 5 hours on Saturdays; the workers are however paid fu
wages for Saturday (8 hours for 5 hours worked).

Semiskilled and skilled worker is paid ordinary wage @00 and 600 respectively per day of 8
hours labour. Further, the workers are also paid dearness allowance @ 20%.

rker

Extra hours worked over and above 8 hours are also paid at ordinary wage rate however, overtime

premium of 100% of ordinary wage ratepaid if a worker works for more than 9 hours in a day AND
48 hours in a week.
You are required to COMPUTE the wages payable to Mr. Deepgkled) and Mr. Sam (Skilled).

PROBLEM 15 : (RTP NOV 21)
Textile Ltd. pays following overtime premium forfitd:

0
.S¥2NB YR IDSNI y2NXIt gdym> 2F olairo gt 3

{dzyRIFead F+FyR K2fARI &a MprE: 2F oFaAr0 gl
During the previous year 201D, the following hours were worked:
Normal time 3,00,000 hows
Overtime beforeand after normal working hours ~ 60,000 hours
Overtime on Sundays and holidays 15,000 hours
Total 3,75,000 hours

During the currentyear2020 M~ G KS F2ff 2¢Ay 3 K2dzZNE KI @S 0SS

b2NXI nnnm K2dz
h@dSNBYS 0ST2NB FyR I DSNJ y2NXIf |nn2 dzNA
h@dSNbYS 2y {dzyRIFIéd FyR K2t ARI&a mnmz dzNA
¢c201 € n > pKn2ndzN&

You are required to:

[ VY[ re9 GKS fFo2dzNJ 02aiG OKFNHSFo6fS G2 2206

instances:

(@Where @SNIAYS Aad 62NJ] SR NB3Idzf I NI & G KNP dz3 K 2 dzi
shortage.

(b) Where overtime is worked irregularly to meet the requirements of production.

(c) Where overtime is worked at the request of the customer to expedite the job.
O

PROBLEM 16: (RTP MAY 21)

P
JBL Sisters operates a boutique which works for various fashion houses and retail stores. Iﬁas

employed 26 workers and pays them on time rate basis. On an average an employee is allowe
{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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hours for boutique work on a piece of garmemt.the month of December 2020, two workers M and

J were given 15 pieces and 21 pieces of garments respectively for boutique work. The following
the details of their work:

a W
22N)] lFaaAr3aySR Mp LIO&® HM LJO&a @
¢CAYS (1 1Sy Mnn K2 dzNJ Mna K2 dzNJ
Workersarep AR 02ydza & LISNIIItasSe {2adiSYyo ¢KS St
ySé ¢ 3Sa | ANBSYSYl GKS 42 NJ SMbiuarg2021fAt the@ndlal A

the month December 2020, the accountant of the company has wrongiulestd wages to these

G2 62NJSNEBR Gl 1Ay3 TH LISNJ K2 dzNX

Required:

() CALCULATE the loss incurred due to incorrect rate selection.

(i) CALCULATE the loss incurred due to incorrect rate selection, had Rowan scheme of bonus
payment followed.

(iif) CALCULATE the loss/isgg if Rowan scheme of bonus payment had followed.

(iv) DISCUSS the suitability of Rowan scheme of bonus payment for JBL Sisters?

PROBLEM 17 : (RTP NOV 20)
GZ Ld. pays the following to a skilled worker engaged in production works. The following are t
employee benefits paid to the employee:

60 . FaAaAo0 alrtlN®e LIS mInnn

600 5SIFENySaa tt2gF vm2F o0l aA al tF Ne

0 |1 2dzaS NByUG ff2mMcs2F o0 aa al f I Ne

ORO ¢NYYyaLR2NI Ftf2¢6 paJSNI RFe 2F | Oldzrt o
¢oAOS (GKS K2dzNX & NI GS
2yt e AF 62N] a Y 22NKK SN

(@]]
O
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O

0

6S0 h@SNBYS y2 20SNBYS |ftt26 yOHD
K2dzNE | RlI& (KSy 2 ¢8K]
K2 dzNBA &

52dz0fS 2F LISNJRIFIe ol a
f SIald n K2dz2NADP ¢KS K2

OF 0 22N)] 2F K2f ARI| . A ] s
StAIADESIFERBI yOSa |y
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RSRdz0a 2y a o

OKO 9FNYySR tSI@S 3 |[¢KSaAaS INB LI AR tSI@So
OKO 9YLX 28SNHa O2yiG|mw2T ol aA0 [yR 5!

OAO 9YLX 28SNHa O2yda|mw=2F o6lFlairo IyR 5!
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The company normally workst®ur a day and 2@lay in a month. The company provides 30
minutes lunch break in between.

During the month of August 2020, Mr. Z works for 23 days including 15th August and a Sunday ar
applied for 3 days of casual leave. On 15th August and Sunday,rkedrfor 5 and 6 hours
respectively without lunch break.

On 5th and 13th August, he worked for 10 and 9 hours respectively. During the month Mr. Z worke
for 100 hours on Job no.HT200.

You are required to CALCULATE:

(i) Earnings per day

(i) Effective wages rategy hour of Mr. Z.

(iif) Wages to be charged to Job no.HT 200.

PROBLEM 18 : (RTP MAY 20, MAY ¢80 Marks, MTP MAY 21 & MAY 23)

From the following information, CALCULATE employee turnover rateaising

(i) Separation Method,

(i) Replacement Method,

(iif) New RecruitmenMethod, and

(iv) Flux Method:

No. of workers as on 01.01.2019 = 3,600 No. of workers as on 31.12.2019 = 3,790

During the year, 40 workers left while 120 workers were discharged. 350 workers were recruite
during the year, of these 150 workers were recruitedtéase of exits and the rest were recruited in
accordance with expansion plans.

PROBLEM 19 : (RTP NOV 19)

ADV Pvt. Ltd. manufactures a product which requires skill and precision in work to get qual
products. The company has been experiencing highualwost due to slow speed of work. The
management of the company wants to reduce the labour cost but without compromising with the
quality of work. It wants to introduce a bonus scheme but is indifferent between the Halsey an
Rowan scheme of bonus.

For the month of November 2019, the company budgeted for 24,960 hours of work. The workers are

LJ A R yn LISNJ K2 dzNJ

Required:

CALCULATE and suggest the bonus scheme where the time taken (in %) to time allowed to com
the works is (a) 100% (b) 75% (c) 50%)&846 of budgeted hours. -
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PROBLEM 20 : (RTP MAY 19, MTP MAY 20)

A Company is undecided as to what kind of wage scheme should be introduced. The followjng

particulars have been compiled in respect of three workers which are under consideration of the

management.

L LL LLL
I Olidzl £ K2dzNE 62NJ] SR oy M pn
| 2dz2NI & NI GS 2F g1 3Sa OAy 0 n p 7 c 1
t NERdzOs2ya Ay dzyAGayY
m NB RdzOO ! HM Tt cn
m NB RdzO4 . oc m wmMog
t N2 RdzO4 / nc Hp Tt
{GFYRFNR oaYS Fftf26SR LISNI dzy |

! /

aAydziSa M H ] 0 J]
For the purpose of piece rét> S| OK YAy dzi-S A& @I fdzSR | {

You are required to CALCULATE the wages of each worker under:
(i) Guaranteed hourly rate basis

(i) Piece work earning basis, but guaranteed at 75% of basic pay (Guaranteed hourly rate if his

earnings are less than 50% of basic.pay

(iif) Premium bonus basis where the worker received bonus based on Rowan scheme.
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ANSWERS

Working Notes:
i. Effective rate per hour:
Incentive for 60 hours = (150 x 48 hours + 300 x 12 hours)
= 7,200 + 3,600 = 10,800
= 10,800 + 60 hours = 180per hour
il. Time taken/ Allowed to produce 100 toys:
= (60 hours + 80 toys) x 100 toys = 75 hours
iii. Time saved = Time Allowedd Time Taken
= 75 hourg; 48 hours = 27 hours

[ £ Odz o2y 2F 6SS1fe SIENYyAy3da F2NI 2yS 2LISNF G2 NI

= (48 hours<  150) + (12 hours x 300) = 10,800 Alternative solution
= Effective rate per hour (W) x Time required for 100 toys (\A&)
= 180 x 75 hours = 13,500

/ £ Odz o2y 2F 6SS1fe SIENYyAy3da F2NI 2yS 2LISNF G2 NI

(Time taken x Rateer hour) + (Time Saved/ Time Allowed x Time taken x Rate per hour)
= (48 hours x 150) + [(27 + 75) x 48 x150]
=7,200 + 2,592 = 9,792

[ £ OdzZ a2y 2F 6SS1t@ SIENYyAy3Ia F2N 2yS 2LISNIF (2N

(Time taken x Rate per hour) + (56¢dime Saved x Rate per hour)
= (48 hours x 150) + (50% of 27 hours x150)
= 7,200+ 2,025= 9,225

Qx
O
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u»
_<
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[ £ Odzt | a2y FWzypR SANS AR A20FS NaSNBRT ¢ | 3 S
A. Time rate

Time Worked x Rate for the time

48 hours x 15

= 720

B. Piece rate with a guaranteed weekly wage

Wages

Wage = Number of units produced x Rate per unit
= 200 units x 4.50*
= 900
*( 15/ 60 minutes) x 18 minutes =4.50
C. Halsey Premium Plan
Wages = Time taken x Time rate + 50% of tiseeved x Time rate

{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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Time taken x Time rate + 50% (Standard tgWectual time) x Timeate
(48 hours x 15) + 50% of (60 hours#48 hours) x 15

720+ 90 = 810
#2200 units x 18 minutes) / 60 minutes = 60 hours

Wages

Rowan Premiu m Plan

Wages = Time taken x Rate per hour + Time taken + Time AlloWetk Saved Time Rate

=(48ours? RSIQ+W3 48hours® Rs15H
60hours

=720 + 144 = 864

The company may follow Halsey Premium Plan over Rowan Premium Bonus Plan as the total

wages paid is lower than that &owan Premium Bonus Plan.

22NJ AY3I b203SY

Average number of workers on roll (for the quarter):
Employee Turnover rate using Replacement method

_ No.of replacemerts
Averagenumberof workersonroll

x100

8 72
r, =
100 Averagenumberof workersonroll

3
Or, Average number of workers on rollzggl—OO =900

Number of workers left and discharged:
Employee turnover rate (Separation method)
No.of Separatiors(S) 5 S

= 3100=——=——or,S=45
Averagenumberof workersonroll 100 900

Hence, number of workers left and discharged comes to 45

Number of workers recruited and joined:

Employee turnover rate (Flux method)

No of Sepaations + No of Accessions + Average Number of Workers
16 + 100 =45+ A+ 900 =99

No. of workers recruited and joined 99

Calculation of Equivalent employee turnover rates:

Employee Turnover rate for the Quarter + Number of Quanketsjuarters
Flux =6 % * 4 = 64%

Replacement = 8%4 = 32%

{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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Separation = 5%4 = 20%

Calculation of Effective hourly rate of earnings under Rowan Incentive Plan:
Standard time allowed = 10 hours
Time taken = 8 hours; Time saved = 2 hours

Particulars Amount
()
Basic guaranteed wages 150x8 hours) 1,200
B | Add: Bonus for time saved ( 2 + 10 x 8 ¥50) 240
C | Total earnings (A+B) 1,440
D | Hours worked 8 hours
E | Effective hourly rate (C+D) 180

[ SG GKS GAYS G 1Sy (G2 O2eliSilS (GKS 220 A&
Effective hourly rate under the Halsey Incentive scheme
_ (Ratet HoursWorked)+ (Rate? 50%of TimeSaved)

Rs180
HoursWorked
(Rs.158 T)+Rs.156 50%(10-T) _Rs180
T
Ompn PRmpn B mg: Mg mn

¢
MpPen THO T P MIyen
My¢rr p Tlp N
¢ Tfpm nlpr K& dzNE

Employee Turnover ria

Using Separation method:

Number of employees Separated during the period/ Average number of employees during
the period on roll x 100

= 25/500 x 100 = 5%

Using Flux method:

Number of employees Separated + O
Number of employees Replaced during the peridaterage number of employees during the

period on roll x 100 ?ﬁ
=5+ 25/500 x 100 = 15% L

J
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Equivalent Employee Turnover rate:
Employee Turnover rate for the period/ Number of days in the period x 365
Using Separation method = 5/60 x 365 = 30.42%
Or, 5/60 x 360 = 30%
Or, 5/2 x 12 = 30%
Using Flux method = 15/60 x 360 = 91.25%
Or, = 15/60 x 360 = 90%
Or, =15/2 x 12 =90%

a) Working Notes:

1. Total time wages of 50 workers per month:
= No. of working days in the month x No. of workiowgirs per day of each worker x Hourly
rate of wages x No. of workers

' Wwn RIF&da P y KNAO® P pn P pn $2N] SN&
2. Time saved per month:
Time allowed per unit to a worker 1.975 hours
No. of units produced during the month by 50 workers 6,120 units
Total time allowed to produce 6,120 uni,120 x 1.975 hrs) 12,087 hours
 OGdz-rf GAYS GF1Sy (G2 LINRBRdzOS cImMHAn dzy Al
Time saved (12,087 hou¢,600 hours) 2,487 hours
Bonus under Halsey scheme to be paid to 50 workers:
Bonus {50% of time saved) x hourly rate of wages
' pnkmMnann P HInyT K2dz2NB P pn T CHIMTP
¢c2G1rt g1 3Sa G2 6S LIAR G2 pn 62N]JSNE | NB

considers the introduction of Halsey Incentive Scheme to increase the worker productivity.
Bonus under Rowan Scheme to be pa@30 workers:
Bonus = Time taken/ Time allowed x Time saved x hourly rate
=pZcnn K2dzZNEKT MHIAyT K2dzZNBE P HInyT K2dzNE
¢c2G1rt 61+ 3Sa G2 6S LIAR G2 pn 62NJ SNBE | NB
the introduction of Rowa Incentive Scheme to increase the worker productivity.
(i) (a) Effective hourly rate of earnings under Halsey scheme:
(Refer to Working Notes 1, 2 and 3)
= Total time wages of 50 workers + Total bonus under /Halsey scheme Total hours}
worked

~
]

QX

1 F

PN

r Ny mXImapKip>cnan K2dzZNBE T pcony
OFFSOGUADBS AYyONBIasS Ay S+ NpmkIa phT Es
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b) Effective hourly rate of earnings under Rowan scheme:
(Refer to Working Notes 1, 2 and 4)
= Total time wages of 50 workers + Total bonus unasvé® scheme/ Total hours
worked
r nynnnn b G228y TpKdhIcnn Kz2dz2NB T
OFFSOGADBS AYONBIasS Ay S+t NyPrayIap@asBhEs mNh S
(i) (a) Saving in terms of direct labour cost per unit under Halsey scheme:
(Refer to Working Nat 3)
Labour cost per unit (under time wage scheme)
' MmdpTp K2dzNBE PR pn T by T p
Labour cost per unit (under Halsey scheme)
Total wages paid under the scheme/Total number of units produced
r P NHIMTPKCIMHAT & yy ®cn
{F @Ay 3 LISNIcdzy % #d®A5 dy @1 p
(b) Saving in terms of direct worker cost per unit under Rowan Scheme:
(Refer to Working Note 4)
[ F62dzNJ O2a0G LISNI dzy A dzy RSNJ w253 & OKSYS
{F @Ay 3 LISNIcdzy i ©p18 T py @1 p
(iif) Calculation of Productivi:

b2NXIf t NPRdzOa2y | 2dz2NBE 62 NJ] SRk | nxy
I QlGidzl £ t N2PRdzOsa 2y ! YAl & CZIM
LYONBFaS Ay fF062dzNJ LIN2RdzOs @A G & M3 H
2t NB RdzOsa @A (lé APSd>S AYONBIaAS Ay Hp @

Advicew2 gy LI |y Fdzf T A fnée of ReUEncroaserovdr tfiesptegent | & & dzl
earnings of workers. This would increase productivity by 25.9% only. It will not adjust
with the increase in demand by 40%.

7:
@/ FfOdzZAE FdGA2y 2F bSG 2138Sa LIAR (2 22NJ SN Ww:
t I Nb Odzft | N& w6 { o

FaAO0 21 3Sa MPZNnsaq onsnil
5SIFNYySaa ! fd2aT y.OSaovG ! 20 DSa( t3pna| mp
h@dSNbYS 2F3Sa OwSWSNI G2 22N nXpn TU T
DNRaa 21 3Sa SINYSR HTenAnpzng
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bSG 2F3Sa LI AR HPpXCpP NHIMpP
[ L§OdzE I GA2Y 2F 2NRAYIFNE 61 3S NI GS LISNI K2 dzN
w {
DNRPaa 213Sa o0.1FaA0 2F3S&a b |HHXIpba np I
OYLX 28SNH& O2yGNROdze2y (G2 t| MXZop| HIYyp
HoOZyYypnrt2yp

hNRAYFNE ¢ 3Sa [ lnoo2>dgNamea e dz8EA

NT ZppmK2 dzNA 0 MM b "o ®f
(i) Statement Showing Allocation of workers cost to each Job
¢c2a01f 2 Weoa
! /

22 NJ SNJ w
hNRAY Il NEB 2| 3 HOZYpP MT3XIyy HZIoOy Op T
h@SNbYS np np Tt Tt
2 2 NJ SNJ {
hNRAY I NBE 2| 3 NTIyp MPIvMn GIpT| MPIMn

TCZH/J NMZIPH MMZAPP HHZTM

Working Note:
Normal Wages are considered as basic wages.
Over time = 2 x (Basic wage +D.A.) x 20hours/ 200hours

' W E HHEpANKHAAN E HnK2dz2NBA T npnn
8:
()
t  Nb Odzf I N& bl a {4
| 2dz2NBR 62 NJ SR OH on
| 2YBSNEAZ2Y [ 2 p i nx(
[ Sa4aY h@SNKSI ynn O H Tpn O H
[ F62dzNJ / 240 n s nsi

() Finding of Normal wage rate:
Let Wage rat® S w LISN) K2dzNE (GKA&a Aa alyYyS F2NJ o2l
wage rate can be found out taking total cost of either factory.

Nasik: Rowan Plan 3_

¢2G1Ff [l 0o2dzNJ/2ad I 21 3S&8 F2N K2 dzNA ézNJl\SR

worked x Ratger hour + (Time saved/ Time allowed xHours worked x Rate per hour) §

h NE ncny ¢32/40x326kRY P w b onn 1
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h NE ncny I oHwW b codnw
w T MH N
b2NXIFf ¢3S I on KNBR P MHA T 0Oy nn

OR
Satara: Halsey Plan
Total Labour Cost = Wages for hours keat + Bonus as per Halsey plan
4,200 = Hours worked x Rate per hour + (50%xHours saved x Rate per hour)

4,200 = 30 hr. x R + 50% x (4080 hr.) x R

4,200=35R
hNJ w T MH
b2NXYIFf 23S I on KN& P MHAN T oXcnn
(i) Comparison of conversion costs:
t I Nb Odzf I NA blaAl o {F4F NY
b2 NYIt 200HSEE MHAD 0y
G0NEMHANU oXc
. 2y dz& 6cdn E MHnAN TC
6p E MHAND cn
hd@dSNKSI R y n TP
pZn ndq

() Halsey Premium plan:
=1(Time taken x &e per hour) + (1/2 x Time saved x Rate per hour)
=0onK2dzZNA PR TpL b OMKH P MnK2dzZNA R T pU
r HXHpPAN b otrp T HZCHP

(i) Rowan Premium plan:
= (Time taken x Rate per hour) + (Time saved/ Time allowed xTime taken x Rate per hour
' 0onK2dzNER Pop® bTolankn

r HIHpPAN b pcH®p T HEZIyMH®p 2 NJ HXyY
(iif) Time wage system:
= Time taken x Rate per hour
' on PR Tp T HZHPAN
(iv) Piece Rate System: g
= Std. Time x Rate per hour 'E
' nn PR Tp T oXnnn
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lyydz-f O02ad 2F SIFEOK SYLX 2&S8S
M| {FtFINE o6onZnnnRmMHU o&an |
H|.2YydzZA oHp: 2F {Ffl NEO dhn
0 |9YLX 285Sa /2yiNRO6dze2zy (2 tC pnz|
n (9YLX ZBSINEI NS dccMpnakmTtpo 0XT
¢c20GFt 1VyydzZ t [/ 2ai pInNT
2.
90SO0a®@S 22NJAy3 K2dzZNE o6omn RI @ HOy N
[ SaaY [ SI @S RINBG& O6on Rl &a P vy Hnn K
' PGFEAEFO0ES 22N]Ay3 K2dzN& HHOJ
[ SdaY b2NXYIf [2&aa X Tn K
HMT N
9YLX 2888 /240 tSNII12dz2NJ T pXntXtTynkumtna T
*|t is assumed 310 working days are without taking leave permitted into consideration
3. Cost of abnormal idle tim&JSNJ SYLJX 2&8SS T HonP pn K2dzN

Alternative solution for Part (2) and (3)

OHD [ fOdzZ a2y 2F 9YLX 2SS

Q

22NJ Ay3 K2dzNE LISNI | yydzY HXny
[ SaaY b2NXIFf LRfS aYS K2dz2N& T J]
9S00 @S K2 dzNE HZn
9YLX 280SS O2 a PXNT
QYL 28SS 0240 LISNJ K2 dzNJ H M

*It is assumed 310 working days are after adjusting leave permitted during the year.

600 /| 2al 2F ' Ooy2NXYIf ARES aY]

oy 2NXIf LREfS aYS K2dzNE& p I

QYL 28SS 0240 LISNJ K2 dzNJ H M/
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Statement of Comparative Factory cost of work
w2gl y I £ &Sk
al USNAI t & p 1 p 1
5ANBOG 211 3S43 o ¢ y T
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CFOU2NE [/ 2al HOT H H

12:

Labour turnover rate:

It comprises of computation of labour turnover by using following methods:

() Replacement Method:
Labour turnover rate = No. of workers replacéd/erage number of workers x100
= 75/1,000 x 100 = 7.5%
Equivalent Annual Turnover Ra=7.5 x 365/31 = 88.31%

(i) Separation Method:
Labour turnover rate = No. of workers left + No. of workers dischargedfage number of
workers x 100
= (40 + 60)(900 + 1100)/% 100= 100/1,000 x 100 = 10%
Equivalent Annual Turnover Rate = 10 x 365/31%14%

(iif) Flux Method:
Labour turnover rate = No. of separations + No. of accessions/ Average number of workers x1,
(100 + 300)/ (900 + 1,100) + 2 x E9@00/1,000 x 100 = 40%

Equivalent Annual Turnover Rate&é x 365/ 31 = 470.97%
OR

(i) Flux Method:

Labour turnover rate = No. of separation + No. of replaced/ Average number of workers x100
100 + 75/1000 x 100 = 17.5%

13.
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(i) Calculation of no. of employees at the beginning and ertti@fyear

At the Beginning of the | At the end of
year the year

Records clerk 810 2,340
Human Resource Manager [L.e3D + Closing 120 60
60 ¢ Joined 30]

Legal Secretary* 45 135
Staff Attorney* 45 45
Associate Attorney* 30 45
Senior Staff Attorney 6 18
Senior Records clerk 12 51
Litigation attorney 90 0
Total 1,158 2,694

(*) At the beginning of the year:
Strength of Legal Secretary, Staff Attorney and Associate Attorney =
[1158¢ {810 + 120 + 6 + 12 + 90} employees] or [14%838 = 120 employex
[{Legal Secretary120 x 38 = 45, Staff Attorney120 x 38 = 45 & Associate Attorney120
x 28 = 30} employees]
g GKS SyR 2F GKS &SI NY
[Legal Secretary(Opening 45 + 90 Joining) = 135; Staff Attorn@pening 45 + 30oinedg
30 Left) = 45]
(i) No. of Employees Separated, Replaced and newly recruited during the year

Particulars Separations| New Recruitmen| Replacemen Total Joining
Records clerk 90 1,53( 90 1,62(
Human Resource Manage 9(Q - 30 30
Legal Secretary = 9(Q = 9(Q
Staff Attorney 3(Q - 3(Q 30
Associate Attorney 15 15 15 30
SeniofStaff Attorney - 12 - 12
SenioRecords clerk = 39 - 39
Litigation attorney 9(Q = = =
Total 315 1,68¢ 165 1,851

(Since, HR Ltd. and its subsidiary are maintaining separate Personnel Departmearistar tr
in and transferout are treated as recruitment and separation respectively.)
a. Calculation of Labour Turnover rate:

Replacement Method No. of employeegeplacedduringthe year/ Averageno. of

{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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employeesonroll x 100

=165 (1,158+2,694)/2 x100 65 1,926 x100= 8.57%

Separation Method #o. of employeesseparatedduringthe year / Averageno. of
employeesonroll x 100

=315/ 1,926 x100= 16.36%

. Labour Turnover rate under Flux Method: =

No. of employees(Joine&eparated)duringhe year/ Averageno. of employeeson roll x
10

=No. of employees (Replaced + New recruited + Separated) during thé Aearage no.

of employees on roll x100
=1,851+3151,926 x100=112.46%

Labour Turnover rate calculated by Mr. H is incorrect as it seems he htekeatthe No.

of new recruitment while calculating the labour turnover rate under Flux method.

{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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CHAPTER PROCESS AND OPERATING COSTING

9{¢Lhb{

tlweyY L/TL
PROBLEM 1 [NOV 22¢ 10 Marks]

N Ltd. produces a product which passes thitotgo processesg Process; | and ProcesH. The

t!{¢ 9-1la v

company has provided following information related to the Financial Year-2021

Procesd Processl|
wlkg al GSNAIFE X cp LISN 6,500 units -
Direct Wages 1,40,000 1,30,000
Direct Expenses 30% of Direct Wag¢ 35% of Direct

Wages
Manufacturing Overheads 21,500 24,500
Realisable value of scrap per unit 4.00 16.00
Normal Loss 250 units 500units
Units transferred to Proceds$/ finished stock 6,000 units 5,500 units
Sales - 5,000 units

There was no opening or closing stock of wiorprogress. You are required to prepare:
(i) Procesd Account

(i) Processll Account

(iif) Finished Stock Account

PROBEMCg 2 [MAY 22¢ 10 Marks]
STG Limited is a manufacturer of Chemical 'GK', which is required for industrial use. The comp|ete
production operation requires two processes. The raw material first passes through Process |, where
Chemical 'G' is produced. Fnling data is furnished for the month April 2022:

Particulars (in kgs.)
Opening workin-progress quantity 9,500
(Material 100% and conversion 50% complete)
Material input quantity 1,05,000
Work Completed quantity 83,000
Closing workn-progress quanty 16,500
(Material 100% and conversion 60% complete)
You are further provided that:
Particulars OAY (o)
Opening workin-progress cost _8_
Material cost 29,500 ﬁ
Processing cost 14,750 =
{fI1wo{l ¢! C2NJ/! FtyR /a! py {1 wo9{Il ¢! tNRBFSaarzylff]|/
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Material input cost 3,34,500

Processing cost 2,53,100

Normal process loss may be estimated to be 10% of material input. It has no realizable value. Any
over and dove normal loss is considered to be 100% complete in material and processing.

The Company transfers 60,000 kgs. of output (Chemical G) from Process | to Process Il for prodd
Chemical 'GK'. Further materials are added in Process Il which yield 1c2Ckgmical 'GK' for every

kg. of Chemical 'G' introduced. The chemicals transferred to Process Il for further processing are t
sold as ChemicaD'Y U ¥ 2 NJ Mn LISNJ {3d !ye ljdzyaadae 2
/| KSYAOIFf UDY X ¢ LISNJ 13

The monthly costs incurred in Process Il (other than the cost of Chemical 'G') are: Input 60,000 kg.

Chemical 'G'

Materials Cost y p Znnn

Processig Costs pnzZnnn

You are required:

(i) Prepare Statement of Equivalent production and determine the cost per kg. of
/| KSYAOlIt WwDU Ay tNROS&da L dzaiy3a (GKS gSAIKI

(i) t NBLI NB F adGFGSYSyild akKz2gAy3a O2 adostd dnofmi@alS Y A (
loss and cost of closing wenk progress.

(iif) STG is considering the option to sell 60,000 kg. of Chemical 'G' of Process | without processir]
further in Processl. Will it be beneficial for the company over the current pattern of proress
60,000 kg in proceds$?

(Note: You are not required to prepare Process Accounts)

PROBLEM 3 [DEC 21 5 marks]
A product passes through Procdssand Procesd. Particulars pertaining to the Procesare:

Materials issued to Procesamountedto y n>nnnx 2 3Sa cnznnn |y

5 SNB PHZpAN® b2NXIf [2a& |YGAOALI GSR ¢l a
transferred out from Proceskto Processl. Input raw materials issued to Procdssere 10,000 units.
TISNE 6SNB y2 2LSyAy3d aid201ad {ONF L) KFa NBI f
(i) Procesd Account

(i) Abnormal Gain/Loss Account

PROBLEM 4 (JUL 2%, 10 Marks)

A Manufacturing unit manufactures a product 'XYZ' which passes throughdrstesct Processes C

X, Y and Z. The following data is given: 'E

t N2OSa tNRBOSE t NE
2C

HZ2H

| O«

al GSNAFf O2yadzySR
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S5ANBOG ¢ 3S&a O6AY nn 0Xp 0ZXn
T ¢KS (201Kt tNRPRddzOGAZ2Y h@SNKSIR 27 MPETpPAN
T mMmpXnnn dzyAda H SI OK gSNB AYyuGNRRdAzZOSR i

1 The output of each process passes to the next process and finally, 12,000 units were transferr

to Finished Stock Account from Process 'Z'.
1 No stock of materials or work in progress was left atehe. The following additional
information is given:

t N2 O 22F gladl3as G2 vy +£dzS 2F {ONI L
ciz M ® m
s K H
Yo pil2 M

You are required to:
(i) Find out the percentage of wastage in process "Y', given that the output of Process "Y' is

OGN} yAaFSNNBR (G2 tNRPOSaa Uw»nY | n LISNJ dzy A
(i) Prepare Process accounts for all the three processes X, Y and Z.

PROBLEM 5 (JAN 2% 5 Marks)

MNO Ltd has provided following detalils:

T hISYyAy3a ¢2NJ] Ay LINRPINBEZA Aad wmn3mndovedsadsi@o |
complete).

f LyLldzi 2F YIOGSNRAFIfa Aa ppXnnn dzyAada |+ H
HcZpnn YR cmIpnn NBALISOGAQOSteod

1 9,500 units were scrapped; degree of completion for material 100% and for labour & overhea
60%.

gl

ed

ds

1 Cbsing work in progress is 12,000 units; degree of completion for material 100% and for labour &

overheads 90%.
1 Finished units transferred to next process are 43,500 units.
Normal loss is 5% of total input including opening work in progress. Scrapped witef R F S (i O
per unit.
You are required to prepare using FIFO method:
(i) Statement of Equivalent production

(i) Abnormal Loss Account

PROBLEM 6 (NOV 2@; 10 Marks)
Following details are related to the work done in Proekelsg ABC Ltd. during the montifi ay
2019:

+MeER-T
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0 U
hLISYAy3 g2N] Ay LINRBOSaa dozZnnn dz
al G SNR It & My N
[ 02 dzNJ OHZI
h@SNKSI Ra hn I
al USNAIFfa AYyImPRImOSRAKY dy NBE@Da a ocXnn
[ I 02 dzNJ nzpan
h@SNKSI Ra MP ZMY
yAlGa { ONJ LILISR n > ydayrn
5S3INBS 2Fy O2YLJX So
al GSNALI f a M N Y
[ F62dzNJ 9 2@OSNKSIHR T JE
[ £ 2aAiSYINEROY A A n X HdaynA
5SINBS 2F O2YL)X Sez2y
al GSNALI f a M N Y
[ F62dzNJ 9 2@OSNKSIHR p JE
Units finished and transferred to Procel$s36,000 units Normal loss:
4% of total input including opening weik process
{ ONJ LILJISR dzyAila FSiOK cH®pn LISNI LIASOSO®

Prepare:

(i) Statement of equivalent production.
(i) Statement of cost per equivalent unit.
(iif) Procesd Alc

(iv)Normal Loss Account and

(v) Abnormal Loss Account

PROBLEM 7 (NOV 1% 10 Marks)
A product passes through two distinmtocesses before completion. Following information are
available in this respect:

Processl Process2
Raw materials used 10,000 units -
Raw material cost (per unit) 75 -
Transfer to next process/Finished good 9,000 units 8,200 units
Normal loss (omnputs) 10% 5%
Direct wages 3,00,000 5,60,000
Direct expenses 50% of direct wages | 65% of direct wages

{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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15% of direct wages
145

25% of direct wages
13.50

Manufacturing overheads

Realisable value of scrap (per unit)

8,000 units of finishedapds were sold at a profit of 15% on cost. There was no opening and closing

stock of workin-progress.

Prepare:

(i) Processl and Proces& Account
(i) Finished goods Account

(iif) Normal Loss Account

(iv) Abnormal Loss Account

(v) Abnormal Gain Account.

PROBLEM 8 (MAY 19; 10 Marks)
KT Ltd. produces a product EMM which passes through two processes before it is completed and
transferred to finished stock. The following data relate to May 2019:

t N2POSaad | CAyAakKkSs
t I N Odzf I NA !

0 U 0 U 0 U
hLISyAy3 {(20] pInn pIpn MAZ AN
5ANBOG al GSNRAIf & b nn b pn
5ANBOGO 2 3Sa pXnn cXnn
Cl OG2NE h@SNKSI Ra nzcn HZIno
[ t2airy3a {G20] HZnn HXng pEnnn
Ly aBRIOS&aa LINRPUG AyOf dz MZ N nnnn

Output of Process A itransferred to Process B at 25% profit on the transfer price and output of
Process B is transferred to finished stock at 20% profit on the transfer price. Stock in process is
valued at prime cost. Finished stock is valued at the price at which tes/eel from Process B.

{1 fSad Rdz2NAYy3I GKS LISNA2R | NB
Prepare the Process cost accounts and finished stock account showing the profit element at each

Tpznnno

stage.

PROBLEM 9 (NOV 1& 5 Marks)
Following details have been provided by M/s AR Enterprises:

(i) Opening worksn-progress - 3000 units (70% complete)

(i) Units introduced during the year - 17000 units

(iif) Cost of the process (for the period) - OOZMHZTHIN

(iv) Transferred to next process - 15000 units

{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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(v) Closing worksn-progress - 2200 units (80% complete
(vi)Normal loss is estimated at 12% of total input (including units in process in the beginning).
{ ONJ LJA& NXBIFfAas pn LISNJ dzyAdd {ONF LA FNB ™Man
Using FIFO method, compute:
() Equivalent production
(i) Cost per equivalent unit
PROBLEM 10 (MAY 1& 10 Marks)
Alpha Ltd. is engaged in the production of a product A which passes through 3 different process
Process P, Process Q and Process R. The following data relating to cost and output is obtained from
the books of accounts for the month of April 2017:
tl Nb Odzf I Nl t NP OS: t N2OSaa v t N2 OS3
5ANBOG alGdSN oy>nn NHIP AN NHXIYY
5ANBOG [F02di onXZnn nnZnnn pnZnan
t NERdzOGA2Yy 2@0SNKSIRa 27 dnnnn 6SNBE NBO2 FS5NJ
mazann (3 2F NI¢ YIFGSNRIFE X p LISN) 13> g1t a
work in process. The entire output of each process passes directly to #igracess and finally to
g NEK2dzaSd ¢KSNBE Aa y2NXIE gl adl3asSs Ay LINROBa:
The output of each process transferred to next process and finally to warehouse are as under:
Process P = 9,000 kg
Process Q 8,200 kg
Process R = 7,300 kg
The company fixes selling price of the end product in such a way so as to yield a profit of 25% selling
price.
Prepare Process P, Q and R accounts. Also calculate selling price per unit of end product.
n
n
N
iz
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t wh. [chad bHg

SM Pvt. Ltd. manufactures their products in three consecutive processes. The details are as beloy
Process A Process B Process C
Transferred to next Process 60% 50%
Transferred tovarehouse for sale 40% 50% 100%

In each process, there is a weight loss of 2% and scrap of 8% of input of each process. The reali
value of scrap of each process is as below:

t NPOSaa ! X H LISNJ G2y

t N2OSaa . X n LISNI G2y

t N OS & apertonX c

The following particulars relate to April, 2022:

Process A Process B Process C

Materials used (in Tons) 1,000 260 140
Rate per ton 20 15 10
Direct Wages 4,000 3,000 2,000
Direct Expenses 3,160 2,356 1,340

PREPARE Processdunts A, B and C & calculate cost per ton at each process

t wh. [chad aHw aHM@ bR

A company produces a component, which passes through two processes. During the month
December, 2021, materials for 40,000 components were put intxéasl of which 30,000 were
completed and transferred to Procels Those not transferred to Proceskwere 100% complete as
to materials cost and 50% complete as to labour and overheads cost. The Piomests incurred
were as follows:

Direct Materals 6,00,00(
Direct Wages 7,00,00(
Factory Overheads 4,90,00(

Of those transferred to Process II, 28,000 units were completed and transferred to finished gog
stores. There was a normal loss with no salvage value of 200 units in Processellwétesd,800
units, remained unfinished in the process with 100% complete as to materials and 25% complete
regard to wages and overheads.

Costs incurred in Proce#isare as follows:

=

zable

of

as

Packing Materials 1,60,00(
Direct Wages 1,42,25(
Factory Overheds 1,70,70C =

Packing material cost is incurred at the end of the second process as protective packing to the

{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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completed units of production.
Required:

() PREPARE Statement of Equivalent Production, Cost per unit and Process | A/c.

(i) PREPARE statement of Eqlem& Production, Cost per unit and Process Il A/c.

PROBLEM 13 (NOV 21 & MAY 23)

Following information is available regarding Proekesta manufacturing company for the month of

February:

t N2 RdzOa 2y wSO2NRY

PyAGa AYy LINRPOS&aa a 2y wmaid CSo NHzZ NB y I

61ttt YFOSNARIfAa dzaSRX mkniK O2YLX SGS

bS¢ dzyAla AYyiGNRRdIzOSR OH Y|

PyAla O2YLX SGSR HY 2 |

:yédé,éy EW%OSéé Fa 2y HyUuUK CSo6 NYzl NJ I

YR 2@SNKSI RO

/| 234G wSO2NRaY 6

2 2 MIWINR OSaa a 2y wmaid CSo NHzZk NB

al GSNXAI f a MZHAN

[ I 02 dzNJ HNZ)

h@dSNKSI R HNS |
M2 CnN

/ 240 Rdz2NAYy3I (GKS Y2y uKY

al GSNALI f a PZMH

[ 02 dzNJ oOZnn

h@dSNKSI R oXnn
MMZMH

Presuming that average method of inventory is usedPARE the following:
(i) Statement of equivalent production.

(i) Statement showing cost for each element.

(iif) Statement of apportionment of cost.

(iv) Process cost account for Procédss

PROBLEM 14 (NOV 20)

M Ltd. produces a produeX, which passes through three processl, Il and 1ll. In Procelika by

LINE RdzOG | NAaSasz ¢KAOK
information related for the month of August 2020 is as follows:
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t N2 @ t NP @9 t NP @S
b2NXIf f2aa Pz M JE (S
al GSNAFfa AydNRRdIzOSR MZ Tt Tl
hdKSNJ YFGSNAIFE&A | RRS CHZYJ MXo0C ynzi
5ANBOG ¢ 3Sa nHZ | pnz/ ny > |
5ANBOG SELISyasSa MM S MC 2 J MM S |
t NERdAzOGA2Y 20SNKSIFR FT2NJ 0KS Y2y iK eloldirectwaggsy = n n .
¢tKS aON)LISa INBF az2fR I Mna  LISNJI dzy A
Producta Ol'y o6S a2t R I Mop LISNJ dzy Al @6AGK | &Sttt
Procesd- 6,600; ProcesH- 5,200, ProcesHI- 4,800 and ProdueZ- 600
There is not stock at thieeginning and end of the month.
You are required to PREPARE accounts for:
(i) Procesd, Il and IlI
(i) By-product process.
PROBLEM 15 (MAY 20, PM)
Star Ltd. manufactures chemical solutions for the food processing industry. The manufacturing takes
place in a nmber of processes and the company uses FIFO method to valueimpricess and
finished goods. At the end of the last month, a fire occurred in the factory and destroyed some [of
papers containing records of the process operations for the month.
Star Ltd.needs your help to prepare the process accounts for the month during which the fire
200dzNNBR® |, 2dz KF@S 0SSy FofS (2 3IFGKSNI a2YS| A

some of the information could not be retrieved due to the damage. THeviiig information was

salvaged:

1 Opening workin-process at the beginning of the month was 1,600 litres, 70% complete for labou
and 60% complete for overheads. Opening wokkJN2 OSaa ¢+ a @ f dzSR |

1 Closing workn-process at the end of the month was 320 litres, 30% comptateabour and 20%
complete for overheads.

-

1 Normal loss is 10% of input and total losses during the month were 1,200 litres partly due to the
fire damage.

9 Output sent to finished goods warehouse was 8,400 litres.

T [2aaSa KI@S | aONYL) @FfdzS 27 Mp LISNJ f AG0NF®

1 All raw materials are added at the commencement of the process.

T 6KS 024l LISNI SdAGHt Syl dyAl 6tAGNBO Aa 1Dy
6 0 >

wkg al GSNAI ¢ nc £
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Required:

i. CALCULATE the quantity (in litres) of raw matermits during the month.

ii. CALCULATE the quantity (in litres) of normal loss expected from the process and the quantity
litres) of abnormal loss / gain experienced in the month.

iii. CALCULATE the values of raw material, labour and overheads added todbsspduring the
month.

iv. PREPARE the process account for the month.

PROBLEM 16 (NOV 19)

A product is manufactured in two sequential processes, namely Prdcessl Proces2. The
following information relates to Process At the beginning of June 20XBere were 1,000 WIP goods
bcmr O2YLX SGSR Ay GSN¥Ya 2F O2y@SNEAzYy 02400
oz2ady HXppZnnn FYR [ 2Yy@SNEAZ2Y O2 a (l1Yortheomodim H
of June 2019 is as follows

[/ 2a0 2F YIOGSNRER&nNA gzar NB RdzOS R hc Zyn
| 2y @SNEAZ2Y 0O2ai | RRSR 6 0 MY M H
¢ N} y&FSNNBR ol 2y AtiNERVO S a & op=niJ

[ f2aAy3 2Lt o!'yAaluaov 6cm: O2YLX SGSR MZpn

100% of materials are introduced to Procdsat the beginning. Normal loss is estimated at 10% of

input materials (excluding opening WIP).

Required:

() PREPARE a statement of equivalent units using the weighted average cost method and ther
calculate the following:

(i) CALCULATE the value of outputsterred to Procesg and closing WIP.

PROBLEM 17 (MAY 19)

Following information is available regarding process A for the month of February, 20X9: Productio
Record:

Units in process as on 01.02.20X%,000

(All materials used, 25% complete for labondaverhead) &=
bS¢ dzyAla AYGNRRIZOSR MC 2 E/:)
P'yAGa O2YLX SGSR MmnX/ I8
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PyAlGa AY LINRPOSaad Fa 2y Hy®PAHDHA- O cCXn

6! ff YI OSNKklof:a ORFIRS o F2NJ £ I 02 dzNJ

/| 2380 wSO2NRaY

2 2 MIWINR OS&aa Fa 2y NAMPAHDHA - P 0 0

al G SNRIf a cInn

[ 02 dzNJ M 21JE N

h@SNKSI R M3 AN
y2nn

/ 230G RdzZNAYy3a (KS Y2yidK

al GSNAI f & HpZc

[ I 02 dzNJ MpPp 2N

h@SNKSI R MPp =N
ppxci

Presuming that average method of inventory is used, PREPARE:
(i) Statement of Equivalent Production.

(i) Statement showing Co$br each element.

(iif) Statement of Apportionment of cost.

(iv) Process Cost Account for Process A.
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mD
Procesd Alc
Particulars Units o 0 Particulars Units o 0
¢2 wl g YI GSNR 6,500|4,22,500 By Normal loss (250 250 1,000
6,500 units) dzy A a PR
To Direct wages --11,40,000| By Procesdl Alc 6,000| 6,00,000
0 mann P c
To Direct expenses (30% of -] 42000 . e ! 0y 2Z2NXI 250 25,000
1,40,000) 100 x 250 units)
To Manufacturing overhead 21,500
6,500 6,26,000 6,500| 6,26,000
Cost per unit of completed units and abnormal loss:
Total Cost Realisable value from normal loss + Inpgtsormal Loss
CXHCINENANN pH p nc SdpyAniddy Afri & cXHpZnnn p Cc3IH
Processll Alc
Particulars Units 0O U Particulars Units 0O U
To Processl Alc 6,00( 6,00,00( By Normal loss (500 50C 8,00(
dzyAta PR M
To Direct wages - 1,30,00( ByFinished Stock A/c 5500 7,92,00(
6 mnn P pZX
¢2 5ANBOUG SEL — 45,50(
1,30,000)
To Manufacturing overhead - 24,50(
6,00( 8,00,00( 6,00  8,00,00(
Total Cost Realisable value from normal loss + Inpgtsormal Loss
800000¢ 8000 =+ 6000 unitg 500 units = 792000 + 5500 units = 144
Finished Goods Stock A/c
Particulars Units o 0 Particulars Units 0O 0
To Process |l Alc 5,500 |7,92,000 By Cost of Sales 5,00( 7,20,00(
60 mMnn PR p
By Balance c 50( 72,00(
5,500 7,92,00 5,50( 7,92,00(
{1wo{l¢! C2NI/! FYR /a! p {1lwo{l ¢! tNRFSaarz2ylf
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2.

(i) Statement of Equivalent Production

Particulars Input Particulars Total Material Processing
quantity Cost
% Units % Units
Opening WIP 9,500| Units 83,000 100%| 83,000 100%, 83,000
completed
Material 1,05000 | Normal loss 10,500| - - - -
Input (10% of
1,05,000)
Abnormal loss 4,500| 100% 4,500 100%, 4,500
(Bal. fig.)
Closing WIP 16,500 100%| 16,500, 60%| 9,900
1,14,500 1,14,500 1,04,000 97,400
Statement of Cost for each element
Particulars Material Processig Total cost
0O 0 o0 0 o 0
Cost of opening WIP 29,500 14,750 44,250
Cost incurred during the month 3,34,500 2,53,100 5,87,600
Total cost (A) 3,64,000 2,67,850 6,31,850
Equivalent production (B) 1,04,000 97,400
/[ 2a0 LISNI 13 2F /K 3.5 2.75 6.25
Alternative Presentation
Statement showing cost per kg of each statement
0 0
Material 29,500+ 3,34,500 1,04,000 3.5
Processing cost 14,750+ 2,53,100/ 97,400 2.75
Total Cost per kg 6.25

() {GFGSYS

y U

aKz2zgAy3
of closing workin- progress

O 2 adito PRogess/|| Kc&siyok abofmal WEs @nd ¢astl

0
Units transferred (60,000 x 6.25) 3,75,00(
Abnormal loss (4,500 x 6.25) 28,12¢%
Closing work in progress:
Material (16,500 x 3.5) 57,75(
Processing cost (9,900 x 2.75) 27,225

{1 wo{l ¢!
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84,97%

(iif) Calculation of Incremental Profit / Loss after further processing

Particulars O U 0
{FfS&a AF FdzZNIKSNJ LINPOS&aaSR 7,20,000
Calculation of cost in Process Il
Chemical transferred from Process | 3,75,000
Add Material cost 85,000
Add: Process cost 50,000
Total cost of finished stock (B) 5,10,000
Profit, if further processed (C =¢8B) 2,10,000
If sold without further processing then,
{1 £tSa o6cnZnnn E b0 5,40,000
Less: Cost of input without ftrer processing 3,75,000
Profit without further processing (D) 1,65,000
Incremental Profit after further processing {@®) 45,000
Additional net profit on further processing in Process Il is 45,000.
Therefore, it is advisable to process further cie®@ | £ WD Q ®

Alternative Presentation

Calculation of Incremental Profit / Loss after further processing

o 0
L¥ cnZnnn dzyAda FINBE &a2tR X ® 5,40,000
LT cnZnnn dzyAl&a NS LINRPOS&A&SR Ay 7,20,000
Incremental Revenue (A) 1,80,000
Incremental Cost: (B)
Material Cost 85,000
Processing Cost 50,000

1,35,000
Incremental Profi{A-B) 45,000

Additional net profit on further processing in Process Il is 45,000. Therefore, it is advisable to
LINE OSaa TFdzZNIKSNJ OKSYAOIf WwWDQO®

3.
Process | Account
Particulars Units 60 0 Particulars Units 0o 0
To Materials 10,000 80,000, By Normal loss 500 2,500

(5%o0f 10,000)

{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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To Wages - 60,000| By Proces$l Alc 9,650 1,93,000
O HANF P2
To Manufacturing OH 52,500
To Abnormal Gain Alc 150 3,000
O HANFPRPmMpnAndzy
10,150| 1,95,500 10,150 1,95,500
(80000 + 60000 + 5250@ 500 + 1000@ 500= 20
Abnormal Gain- Account
Particulars Units 0O 0 Particulars Units 0O 0
To Normal loss Alc 15( 750 By Proces$s Alc 15( 3,00(
To Costing P&L Alc - 2,25(
150 3,00( 15€ 3,00(
4.
ProcessX Account
5 NJb /N
t I Nb»Odzf | ! YA 0O 0 t I N»Odzf I N ! yiAa| 6 0
. A . e b2N¥YIFt [ 2
¢2 alUSNRAFIE| MmpXZ) onZxj . dn dd
MpXnnn dzyAua
¢t2 ! RRAa2Yl Tt HZc'é tN’[EOSKéCﬁ,é MOl NnM
MnZmnn dzyAula
¢t2 5ANBO0 ¢ m| nZn
¢2 t N2PRdzOs 2 | CcZn
MpP2ZJ) NHZ( MPZJ NMHZX(
*Cost per unit of completed units
= Total CostRealisable value from normal loss/ Inputs uritdormal loss units
r -H X dmHn Kk  MpEmm ndzyliy R ar HOpp M
5 NJp t N2 @Sa3002 dzy i I N
t laNddzf I N ! YA| 0 ( t F N»Odzf  NB | ! YA| 6
¢2 t NROS(MNnIinmMI( & PENNIL [,zéé“! ) MZyl O0XT
MnXmnn dzyAoao E
¢2 ! RRAa?2 - L
VI 6 SNR I § M| HZH . e t N2 OSka@ o n R MHZiny 2\
¢2 5ANBOU | oXp
¢2 t N2 RdzO | pZH
MM ZITPHZ( MM 2P HZ(
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| /£ OdzAf FGA2Y F2NIx 2F gl adlr3asS Ay LINROSaa v, QY
[ SGQa O2yaARSNI ydzYoSNI 2F dzyAida t2aid dzy RSNJ LINR
Now, Total CostRealisable value from normal loss/ Inputs uritdéormal loss units 4
52,610- Hl KkmMnX>Mnh dzyada

52,610- H! I - petInnn
H! T oXTdn I'p ! T mMIydp dzyAda
% Of wastage = 1,895 units/ 14,100 units344%

5 N3b t N2 @5 83002 dzy i /N
t I N Odzf F NI! YAl o0 (t | Nb Odzf I NE& PYALG O
CA . e b2NXIt [2aa !
¢2 t NBOSk@Q MHZI{ny X\ v . s CM C M

dzy AuUauv E M 6
¢2 ! RRAa 2\ . @& CAYAAKSR {02¢
. A | HZnN oL MHZJp I
YI USNRAI € MHZnnn dzyAdao
¢2 5ANBOI m| 03N

¢2 t N2 RdzO4 m| nXp
¢2 ! oy2N)YI
0 ndprTM™Ml nna|l HZAN
dzy A 1 a0

MHZXZ(C T Z( MHZ2Z(CTZ(

$Cost per unit of completed units
= Total CostRealisable value from normal loss/ Inputs uritdormal losaunits

r PY Z0GMAKMHXTHWIP da@yAAliEa T nepTTM™

Alternative Solution

5 NJp t N2 @S aa002 dzy i /N

t I Nb Odzf | N& LYy Al 0 [t NbOdzf | NA YA )
A= A . e b2NX¥YIFft [ 2

¢2 al SNBSS MpXZ)] onzx) dn dd

woéc: 2F mMpZIn
. . @t N2 OSkaGh

¢2 ! RRAa2Y m| HZXZcC|, MOZInNMZ(
o] H®PPpmfF P

¢2 5ANBOI m| nn
¢2 t NPRdzOa | c3>n
MP2ZJ) NHZ( MPJ/ZANHZ(

*Cost per unit of completed units

n
J1

= Total CostRealisable value from normal loss/ Inputs uritdormal loss units
r n-H X ohdn kK mpdmm ndzyfdyina ar HPDp M
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5 N3p t NE@Sa3002 dzy i I N

t I NbOdzf I NJ | YA 6 [t NEO NE& YA 0
.4 MDZ nME. € Db2NXYIt [2aa !
¢2 t N2 OSkaQ L. MZYy|l 02T
n niMnmnn dzyAuao E

¢t2 ! RRAoa2)

. A | HZH|. & t N2 OSKG 0o n | MHZ(pnZj
YI O0OSNRMLI§

¢t2 5ANBOI | 0Xp

¢2 t NBRdzO; | p ZH
¢2 1 0y 2NY

. MNH| M2ZT
0] n P nH

MnZ pnz

MO ZppnZ(
c n

Working Notes:

1

. Units Transferred from Process Z Account to Finished Stock = 12,000 Units i.e 95% of Inputs.
So, Input of Z or Output of Y is 12,000 x B&0£ 12,631 Units and Normal Loss (5%) is 631 units
[ SGQa O2yaARSNI ydzYoSNJ 2F dzyAda f2ad dzy RSNJ
For Normal loss =A
For Abnormal loss =B
Now, A + B = 1,469 [i.e., 14,1002,631] XoLO
6! E H LISNJ dzy A G0 ©50624] E n LISNJ dzyado T
2A + 4B = 2,086 X6LLO

Now, putting the values of (I) in (l1),

we get, 2(1,46% B) + 4B = 2,086

2938¢ 2B + 4B = 2,086

2B =-852 => B =426 units

Since, the figure of B is in negative, it is an abnormal gain of 426 units. Further,
A (ie., normal loss) = 1,469 + 426 = 1,895 units

3. % Of wastage in Process Y Account = 1,895 units/14,100 ur8t449%

5 NJp t N2 @S aa 002 dzy i /N
tF N»Odzf I | ' YA| o0 0 t F N»Odzf I N ! YAl 6

¢2 t NB OSkaG MH 2 ( an['é PE2NN¥EL 23 co co

WoOpPE: 2F MHZCQC

. . @& CAYAAKSR {
¢2 ! RRAa2YIt T HZn MHZJp hpZ(
o] nddpndpnp }

¢t2 S5ANBOG 41 Tt 03>n
¢2 t N2YRdrOla Tt nsp
{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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MH2Z( CcnzZ|

MH 2

cCn2/

$Cost per unit of completed units

= Total CostRealisable value from normal loss/ Inputs uritéormal loss units

n®ddcdndn

I.I

{1 wo{l ¢!

CAZNHGMMK MHXcoomv defyAAGBa T

Statement of EquivalenProduction (Using FIFO method)

1

. 9ljdzA @I £ Sy G t NZ
Ly Lg 5 h dzi LJ . _
tF NbO |t Nb Odzf I NA lal UGSNRA|[ | 02 dzNJ
P Y AL P Y AU T
VY Al LY A
/ 2YLX SGSR I yR
h LISY A t N2 @33 A
M2 =
2Lt TICNRY 2LISYyAy3d
MCNRB FNBAK AYLX
Ly AG A L.
. ppZJb2NXIf [2a&daa MNnXJ) T 0 1 0Zn
AY U NER
Sp: omnXInnn b| ooXZfmMA|ooZgmMn 00 2|
ppXnnn dzyAG&anov nozxj 00 X oc 2|
FOY2NXYI T ¢o2xaHap 0ZH LS T
CZH/MAN|CZH{ cn 02T
MH Z J MH ZJ M2
/I t2aAy3 2Lt M N d
cpz]J cpz] pM2i pMZJ
. Abnormal Loss Alc
t I NbOdzf | |! YAl 6 ( t I NbOdzf I 1! VA o6
¢2 t NP2 OSkaG CIXHHMPEZ(. & /2a0 [SRIcIHpoZl
OwWSTFSNI 2 2ENg A OcXHpn dzyAla
¢2 [/ 2asy3d tN T|{HOZI
C2ZH poOoZXTI CZH poZI
Working Notes:
1. Computation of Cost per unit
5 al GSN} [Fo02d hOSNKS
t  Nb Odzft | NRA S— S— .
0O 0 0O U 0O U
Ly Ldzi O2ada HZHDN HC X | CMZ|
[ SmawSIft ATl 6t S HT I ( Tt T
AON)} LJ 6oZHpn dzy
bSG O2adl M3 (H HC | CMX|
9ljdzA @ £ Sy i ! yAd P M3 pMZ | pMZ |
C2NJ /! FyR /a! p {1lwo{l¢! tNRFSaarazylf
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[ 2aG tSNJ ! yAl ‘ odT nop M¢H4
¢2a01rf O2ad LISNI dzyAld T bodTmMTN b
2. Valuation of Abnormal Loss
0
al OSBMEE#HAN dzyAlGa P 0OPT MT T HOZHO
[ F02dz2NJ 6oXTpn dzyAida P nog M3 dn
h@SNKSIFRa déoXtpn dzyAaida P nIpwm
H o (
i) Statement of Equivalent Production (Weighted Average method)
. 91ljdzA @l t 8F R dz(
- L y LJd . h dzi L —
t I Nb Odz ] t I N»b Odzt | al USNJJ[ I 02dzNJ
P Y AL P YA -
YA Ly A
. [ 2YLX SGSR |
hLISYy Ay 3 oxn|, A . ] ocXgmMnjocXygmMn| oc Z|
0N} yaTSNNARR
Ly AGa b2NXIt [23a
. . nHZX) J MXy T T T T
AY UNERRdz npZnnann dzy Al
oYy 2NN f 2
. 4. . oznlmMmn|l oxnal T HXM
0. I £ IUWy3QzNGD
[t2aAy3 2Lt] NmZH MA| NEZH pPJ HZIM
npz) np/j no 2zt nnzi
i) Statement showing cost for each element
t I NbOdzf  N&E |[al GSNRA|[ | 602d] h@SNKS| ¢201 f
/230G 2F 2ANRYS & MYy N OHII Gn) OXNH
/| 230 Ay OdzZNNBER Rdf ocInn nzIpn MPIMY PPITH
[ Saay wSFftATlFIofS
) ™ > MH/ TT | | ™2 MH
o] CH®pn R wmZynn
¢c20Ff Ozady 6! o OCZITH nNnZyH MCZNny pT3cCH
91ljdzA @ £ Sy G dzy A & nozxi nnzxi nnzi
/ 2a0 LISNJ Slj dzA I £ y p M H n i M O
Statement of Distribution of cost
t  Nb Odzf | N& LY2dzy(! Y2dzy
M@+ fdefS BT O2YLIX SGSR YR @GN nooH
bocInnn dzyAda P MOTU
HP+xlfdzS 2F ' oy2NXYIE [2&aayY
mlOdSNAFfAa 6oZnnn dzyAda P HXpp
M F62dz2NJ 6uImnn dzyAida P M Hp i
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M PdSNKSFRA ouImnn dzyAda PR ynxj oXcn
0® =/ttd2SA fyTE 2
mlOGSNAFf&a onXunn dzyiAita P oXpT
M F62dz2NJ owEmnn dzyAda PR M Hp S f
M @SNKSFRA ouHXmnn dzyAda PR yn> X/ nXcc
iii) Procesd Alc
tFNbOdZA | ' YAG 6 0 tF NE® NBR | ' YAd o6 0
¢2 hLISYAy:
- Materials oxn MZyn € b2NXITt | MZYl MZMH
0 CH®p P ™
- Labour T OHZI
- Overheads Tt | dn
¢2 al GSNAH nHX) ocZnm. & 1 oy2N)YIf oXnl oXcn
Ay G NRRdzOSH
¢ 2 0RIdzNJ npn|. & t NBOSKAG ocX/ ndPZoH
¢t2 h@SNKSIH MpImy.& [f2aAiAy3 nXH nXcec
npzZ) pyzTn npzZj) pyzTn
iv) Normal Loss Alc
t F Nb OdzA| ! yA 6 [t F NbOdZ I NA& UV A o
¢2 @QNRA!| MXIyl MEIMH|. & /240 [SRIIMIYy| MIMH
M2ZYl MZMH MZY| MZMH
V) Abnormal Loss Alc
t F NbOdzA] ' yAd o6 0 t F NbOdz | ' yA] o6 0
S ] 2 AND /[ BV
¢2 t N2 OSki oXnoXcn|! kO 0 CHPg oZn MIyT
dzy A (1 & 0
& /2ae0yd t
kO 6.t ( T
oznnozxzcn ozn| ozcn
7.
Processl Account
t I NpOdzt | | ' yA| ¢201I f t I NpOdzf | | ! YAl ¢2 01 {
¢2 wlg alGSN vmMmI 7Zpn|.& b2NXYIEf [4 pn cCXT
/| 2y adzY SR n Mo ®p
¢t2 S5ANBOGO 2 mmn oxnn|l.& tNROS&Aa { dZnl MHZA
n
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¢t2 5ANBOG 9H n| mIpn|.& ! 6y2N¥ofo] pn| cc I
al ydzFl O dzNR y TP X
MN12Z MHZXZT MN2Z MHRZX|
n n n n
Cost per unit of completed units and abnormal loss:
r MHX-TPEENPANKMpENdzyf 8z & (0 B MO o ®p
Process2 Account
tF NbOdzt N | YA| ¢20L € t F NpOdzf| ! YA] ¢201 f
¢2 t N2 OSaG hZ N |\/|HZn|v'é b2 Nt hn| mZon?
X wMnp
¢2 S5ANBOG 21 3 Tt chn'é,C7t¥,AéK YyZH HMZIAN
'k @ foooU3 8
¢2 5ANBOG 9EL m| oZcn
¢2 al ydzF I O dzN Tt yns|
¢2 !'OoYy2NXYIf 3
Mnn dzyAdda Mo P2
PEZM HHZO]p PEZMHHZODPp
Cost per unit of completed uts and abnormal gain:
r HH-X mpIOpmmKy SMandzy Ada T HpcC dcT
Finished Goods A/c
t F N»Odzf I N ! yA| ¢2a1 f t I N Odzf| ! yA ¢c2al f
¢2 tNRrOS&aa LI y>XHumXInn|. & [/ 2ad 2 yIn HnIpgdg
T O A VA€ H P MZ (
Yy2ZHHBANZ Y2ZH HMZAnN
Normal Loss Alc
t F NbOdzf I N| | yA| ¢201I { t F NpOdzf | | AL ¢201I f
¢2 tNrpOSaa L p N cIT|. & | 0y2NY M 1 YD
¢2 tNrpOS&aa LL on| mZon|l.& /I aK p N CXIT
e /I akK yn| MImMmcC
MNnJ M2Z0T MNJ| MZDH |
Abnormal Loss Alc
t F NbOdzf I N| | yA|¢20Gl tF NpOdzf | | yAL ¢201 f
¢2 tNRrOSaa L p N chw'é /,zéu [pnn CET
I 2y UNRE !
{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf

I z



. e [ 2asy3d
0! 0Oy 2NXI ¢ cnx
cczi CC 2T
Abnormal Gain Alc
t F NpOdzf I NJ] | yA(¢CBL § t I Nb Odz YAl ¢e201
b2NXYIf [2aa ! | Mmnl mMmnIft N2OSaa L MA| HPZ(
/[ 2asy3dl t 3 [ | MMZ I
MA| HP Z( MN| HP Z(
8.
tF NpOdzAf N ¢20| / 24t N2| t F NPO( ¢20| / 234t NP
0V ov ov 0v 0U oL
hLISYAgD] a pXnl pzn Pt NPOSA{HYSYHMXI( TZIZH
5ANBOG YIFGSN dh=n dIn P
5ANBOG ¢ 3ASal pXn pzn P
MPZ | MPZ W
[ SaayYy /t2aAy| m>n m®mIn g
t NAYS /[ 2al MTZ/MT 3 P
h@SNKSI Ra nxcl n&nj P
t NPOSaa /280 HMI(HMI( P
t NPUO O0o0o0®o00f TZIH TMTZIH
HY 2YHMX (T 2ZH HY 2YHMZ( T2ZH
ProcessB Alc
b B Odet I ¢’2’ﬂ /2a t,N:E Ch B O ¢'2'ij| /2a t’N,\E
ov ov o)y} ov ouv ov
hlLISYyAy3 aiu2z| pZpl nZp MZnC},\yééK CMZ(NMZ|HAXI
auzol
t NPOSaad ! !|HYSYHMI( TZIH
5ANBOG YIFGS| dv=Zpl dh=Zp P
5ANBOGO ¢3S c>n c=In P
npzynmz(y2ZH
[ Saa&AYy8H ald|mZn mMZIN mMM
t NAYS /280 [nT3X¢(opX) 72T
h@SNKSI Ra HXnl HXIAN P
t N2OSaa /2anp(nm| 737
t N2PUG OHpP: |[MH X T MH I (
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‘CMZ{I‘IMZ[‘HI‘IZI‘ CM2Z(NMZ|HANOZI
Finished Stock A/c
t I N»Odzf| ¢201 / 23a] t NB t I N Odzf ¢20| / 24|t NP
O 0 6 ¢ o Uy O U o0 y o {(
hLISYyAy3 & mns) cxn nXn/ 2aey3 t|TpX/fnnZfonsy
t N2OSaa CMI(NMZ|HANZI
TMZ(NTZfpHNDZXZI
[ Saay /t2 m=In o mZc
/I h D{ ccZ(nnZQiHHZZT
t N2 Ui yZo m yZo
TpZJjnnzZnionzxy TpZ)JnnzZionzy
9.
Statement of Equivalent Production Units (Under FIFO Method)
- Ly LJ . hdzi L] 91j dzA @I £ Sy i
t I N»b Odz t I Nb Odzf | : ; ,
dzy A dzy A 4 62| 9 1j dzA DI £ S
h LIS y Ayt 3 0XNCNRY 2L#BtyAy oXnl on o
l'yAGa Ayl mTZJCNRY FNBaK MHZ | MN MH X |
PyAGAa O2 YL
OCNFYAFSNNB| wmp X/
LIN2 OS 330
b2NXYIFf [2a&aa
b mMtTZnnn dzy HenmT T
[t 2afy 3 2 HXZH yn MT C
FPOY2NXYIE 2
U3 dzNB 0 na M n
HNZXJ MM 2 J Mp 2

Computation of cost per equivalent production unit:

Cost of the Process (for the period)

OO2ZMHZTHAN

[ SaaY {ON} L) @I tdzS 2F Yy20NXYIMIutm2saannév pn PR
Total pocess cost 31,92,720
10.

ProcessP Account
t I NbOdzf F NB |[Y3I P [ Y2dzyld [t NbpOdzZ F NEYIAD | Y2dzyil
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¢2 Ly Lz M X pnXjl.& b2NXIf M3 M3
omZann | 3¢
¢2 S5ANBOG al TUT] oyX/j. @& tNRBOSHE pIn MZ o
130 PR M |
¢2 S5ANBOG [ | Tl 0Nz
¢2 t NP RdzOs 2| TUT] HHZJ
dnzZnnn B oK
M) MZnn M) MZnNn
[ 280 LISNI dzy-AMI Ann w SwsovEmpmias & oF MPp Pp A
ProcessQ Account
- 'Y 2 dz . 'Y 2 dz
t F N»Odzf I N Y3dq o t F Nb®dzft | Y3I(q o
0 U 0 U
¢2 t MR OSad s so & PENHE b e
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R oMU
¢2 S5ANBOG [ I w1 nnx|J
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¢2 ! OY2NIIf{
) M N 0OXM
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PZM HZpp bZM HZpP
[ 240G LISNJI dzy-A G bh n Kk qofiEplRTE 9N oM
ProcessR Account
t I Nb Odzf | NE& YI3P|!l Y2dzy(t I NbOdzf F NA|YID|! Y2 dzy
“A L x . Z2ZNYIEE g
¢2 t N OSka@ y ZH HZpn|, Yy H Yy H
OyHn (13 R
A s . e 1 oy2NXYI
¢2 S5ANBOU al U T, nmH ) y I nxmm
13 P pH
A s . @& CAYyAAKS
¢2 S5ANBOU [ | TUT pnxij. TZO0 O0XT
oTZonn (3@
¢2 t N2PRdzOa 2y
, TUT] OT Z |
P pKMHU
y 2 H oxyn2 y 2 H ozyn
[ 280G LISNI dzy-A Gy d n k yoySymyEps A p H

Calculation of selling price per unit of end product:

Cost per unit
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Add: Profit 25% on selling price i.e., 1/3rd ofcost mT ®0 0

Selling price per unit
M B

69.33

Process A Account

Particulars Tones | Amount () Particulars Tones | Amount ()
To Materials To Wages (1,000 20,000 By Weight Loss By 20 --- 160
To Direct Expenses 4,000 Scrap 80 16,200
3,160 By Process B 540 10,800
By Warehouse 360
Total 1,000 27,160 | Total 1,000 27,160
Cost per Tonne =27160¢ 160 + 100@; 20¢ 80 = 30 per ton
Process B Account
Particulars Tones | ! Y2 dzy (i Particulars Tones| ! Y 2 dzy
To Process ATo 540 16,200| By Weght Loss By 16 ---256
Materials To Wages 260 3,900 Scrap 64 12,600
To Direct Expenses 3,000| By Process C 360 12,600
2,356 | By Warehouse 360
Total 800 25,456 Total 800 25,456
Cost per Tonne = 25456¢ 256 + 80Q; 16 ¢ 64 = 35 per ton
Process C Account
Particulars Tones | ! Y2 dzy (i Particulars Tones | ! Y2 dzy (i
To Rocess B To 360 12,600| By Weight Loss By 10 ---240
Materials To Wages 140 1,400| Scrap 40 17,100
To Direct Expenses 2,000| By Warehouse 450
1,340
Total 500 17,340| Total 500 17,340
M P

i. Statement of equivalent production (Average cost method)

9ljdzA @I £ Sy 4t

t I Nb Odz ly Lidzi t F Nb Odzf I 1 hdzii Lddzi| al GSNJ[ I 62 dzNJ

P YA A LY A

hLISyAy3 yInn|/ 2YLX SGSR |y HYSAMA|HY S MAJHY X
PYAGA AY owmIna)/f2aArAy3d 2Lt MHXZJMA|[MHZJMKO|l nXn
nnzan,j nnzj nnzj OHZJ

il. Statement showing cost for each element
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g al SN [F02] h@SNK| ¢20l
t I N»b Odzf I N&A — S— S— _
0O 0 o 0 o 0 o 0
[ 230G 2F 2AINRBYI Al MIHnN HNY | HNX) MZcCn
/| 240 AYOdzZNNBR RdZ p3EIMH| oZnan oXnn| MM MH
¢c2aG1rt O2ady 6! o CXOH| OXHN OXHN| MHXTH
9ljdzA @ £ Sy i dzy Al a nnX/ OHZ OH Y|
[ 230G LISNJ Sljdza @1 f MDp M J] M J] op
iii. Statement of apportionment of cost
t I Nb Odzf | NA LY2dzy (! Y2 dzy|
M@ fdzS @FYdlyS@HR YR (GNFya M nH
Hy>Snnn dzyAda PR op dy 0
Ha L f dzS 2 Fit/YE 23 Ay 3 2
mlOGSNAFf & omMuInnn dzyAda P MZy d
M F62dzNJ onXnnn dzyAda PR M 1 nnsj
m @SNKSFRA onXnnn dzyAda P nnx ) HIcO
iv. Procesd Cost Account
t I Nb Odzl ! YAl 6 0 t I NbOdzf I ' YAl )
¢2 hLISHA y3>n M>cn|. & [ 2YLX Slhlny>Zn MmnZnH
¢2 aliSN oHX) pIMH|.@& [/ f2BAYIMHIN HIC DY
¢2 [lo2d m ozZnn
¢2 h@SNK Tt oznn
nnzj) MHZTH nNnZna MH2ZTH
13.
Process |
Statement of Equivalent Production and Cost
9ljdzA @F £ Sy i t NPRdzOa 2y
Ly Ldzd [t N»OdzhdzliLddzi |al GSNAIF[ F062dz2NJhFSNKSI
Gl yAO &2V yAG & YAl
nnxj/ 2YLX S onznn|mnJj onjyMnj onx) Mnl onzx|
[ t2aAy MAZNN|MAJ MAZ) pn pZn pJs pzZn
nnzxj nnznn nnz| op 2/ op 2/
t I N»Odzf  NB | al GSN] [F02d h@SNK{ ¢20l
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By-Product Process A/c
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i) Calculation of Raw Material inputs during the month:
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hlLISYyAy3 2Lt MZc/[¢CNIYAFSNI G2 CA| y=n
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/ t2aAy3 2Lt O H
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if) Calculation of Normal Loss and Abnormal Loss/Gain
[ A0S

¢c20Ff LINRPOS&aa f2aasSa T2N Y2y (K M3 H N

b2NXIFE [2a& omm: Ay Lzio y O H

oYy 2NXYIE [2&da o006t yOAy3d U3dz2NBO ocy

iii) Calculation of values of Raw Material, Labour and Overheads added to the process:
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Workings:

Statement of Equivalent Units (litre):
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iv) Process Account for the month
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Workings:
Cost for each element
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17.
i. Statement of Equivalent Production (Average cost method)
91 dzA @1 £ Syd t N2 RdZ
Ly Ldzi |t NbO|hdziLldzi| al (SNNX [F62dz2N] h@SNKS
G fl yAd &2 [P yAd &0l YA
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*Percentage of completion ** Equivalent units
ii. Statement showing Cost for each element
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iii. Statement of Apportionment of cost
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iv. Process A Account
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CHAPTERO: JOINT AND BY PRODUCT

t!we¢yY L/!L t!{¢ 9-1a v!'9{¢Lhb{

PROBLEM 1 [MAY 23¢ 10 Marks]
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PROBLEM 3 [MAY 22¢ 5 Marks]
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i. Schedule showing the allocation of joint costs.

ii. Calculate the Cost of goods sold of each product and the cost of each item in Inventory.
iii. A comparative statement of Gross profit.
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i. Apportion joints costs on the basis of:
a. Physical Quantity of each product.
b. Contribuion Margin method, and
ii. Determine Profit or Loss under both the methods.
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PROBLEM 9 [ NOV 23]

t!w¢Y ow9+xL{Lhb

¢9{¢ t!tow{o

A factory producing article A also produces gpbyduct B which is further processed into finished

product. The joint cost of manufacture is given below:

Material 5,000
Labour 3,000
Overhead 2,000
10,000
Subsequent cost inare given below:
A B
Material 3,000 1,500
Labour 1,400 1,000
Overhead 600 500
5,000 3,000

Selling prices are A 16,000;B 8,000
Estimated profit on selling pres is 25% for A and 20% for B.

Assume that selling and distribution expenses are in proportion of sales prices. Show how you would

apportion joint costs of manufacture and prepare a statement showing cost of production of A and

PROBLEN 10 [ MAY 23

Key Pee Limited produces and sells the following products:

Products Units Selling price at splibff point Selling price after further
() processing ()
A 500000 42.5 62.5
B 75000 325 42.5
C 62500 20 30
D 50000 25 -
E 187500 35 50

Cost of raw material

manufacturing process whichaked 8 2 ND SR 2y

GdKS

The further processing costs of A, B, C and E 8dg25,000;
3,75,000; 1,25,000 and 3,75,000 respectively. Fixed costs ar#l,82,500. You are required to
PREPARE the follow in respect of the coming year:

(a) Statement showing income forecast of the company assuming that none of its products are tcH

q

further processed.

89,75,000 and other manufacturing @enses cost 13,67,500 in the

LINE RdzOGa 2y GK

<

B.

S U 8I

(b) Statement showing income forecast of the company assuming that products A, B, C and E al&to

be processed fiher.
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PROBLEN 11 [ NOV 22]

JP Ltd. uses joint production process that produces three products at theappbint. Joint
production costs during the month of July, 2022 wer&3,60,000.

Product information for the month of July is as follows:

Particulars Product A Product B Product C
Units produced 3,000 6,000 9,000
Sales prices:
At the splitoff 200
After further processing 300 350 100
Costs to procesafter splitoff 6,00,000 6,00,000 6,00,000

Other information is as follows:

Product C is a byroduct and the company accounts for the-psoduct at net realizable value as a
reduction of joint cost. Further, Product B & C must be processetiduttefore they can be sold.
FIND OUT the joint cost allocated to Product A in the month of July if joint cost allocation is based on
Net Realizable Value.

PROBLEM 12 [ NOV 21]

A company produces two joint products A and B from the same basic matdiedgprocessing is
completed in three departments.

Materials are mixed in Department |. At the end of this process, A and B get separated.

After separation, A is completed in the Department Il and B in Department Ill. During a periad,
4,00,000 kg of @ material was processed in Department | at a total cost df7,50,000, and the
resultant 50% becomes A and 40% becomes B and 10% normally lost in processing.

In Department Il, 1/5th of the quantity received from Department | is lost in processindguAhier
processed in Department Il at a cost o2,60,000.

In Department lll, further new material is added to the material received from Department | and
weight mixture is doubled, there is no quantity loss in the department Ill. Further processshg c
(with material cost) in Department 11 is3,00,000.

The details of sales during the said period are:

t N2 RdzO(G ! t NB RdzO
vdzr yaed az2ftR MIpPpANZnnn oOXANnInnn
{IfS&a LINWOS LI M N n

There were no opening stocks. If these products solspét -off-point, the selling price of and B

would be 8 and 4 per kg respectively.

Required:

i. PREPARE a statement showing the apportionment of joint cost to A and B in proportion of sefes
value at split off point.
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ii. PREPARE a statement showing tbst er kg of each product indicating joint cost, processing
cost and total cost separately.

iii. PREPARE a statement showing the product wise profit for the year.

iv. On the basis of profits before and after further processing of product A and B, give your
COMMHBT that products should be further processed or not.

PROBLEM 13: ( NOV 20)

ABC Ltd. operates a simple chemical process to convert a single material into three seéparste
referred to here as X, Y and Z. All three end products are separated sienlisly at a single split

off point.

Product X and Y are ready for sale immediately upon split off without further processing or any oth
additional costs. Product Z, however, is processed further before being sold. There is no availg
market price forZ at the splHoff point.

The selling prices quoted here are expected to remain the same in the coming year. Durirfzp2019
the selling prices of the items and the total amounts sold were:

X 186 tons sold for 3,000 per ton

Y ¢ 527 tons sold for 2,250 per ton

Z¢ 736 tons sold for 1,500 per ton

The total joint manufacturing costs for the year wer&2,50,000. An additional 6,20,000 was

spent to finish product Z.

There were no opening inventories of X,or Z at the end of the year. The following inventories of
complete units were on hand:

X 180 tons
Y 60 Tons
Z 25 tons

There was no opening or closing wankprogress.

Required:

COMPUTE the cost of inventories of X, Y and Z and cost of gabfisr s@ar ended March 31, 2020,
using Net realizable value (NRV) method of joint cost allocation.

t wh. [cha d6a!, MO

A company processes a raw material in its department 1 to produce three products, viz. A, B and
at the same splibff stage. Durin@ period 1,80,000 kgs of raw materials were processed in
Department 1 at a total cost of 12,88,000 and the resultant output of A, B and X were 18,000 kgsZ]

10,000 kgs and 54,000 kgs respectively. A and B were further processed in Department 2 af a cqg

<

1,80,000 and 1,50,000 respectively. X was further processed in Department 3 at a cost of =
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1,08,000. There is no waste in further processing. The details of sales affected during the period
were as under:

vdz yale {2 MT ) pXn nnsj
{tSa =z0f dzS MH I HM HZpn T3 H

There were no opening stocks. If these products were sold atafpltage, the selling prices of A, B
and X would have been 50, 40 and 10 per kg respectively.

Required:

i. PREPARE a statement showing @ipportionment of joint costs to A, B and X.

ii. PREPARE a statement showing the cost per kg of each product indicating joint cost and further

processing cost and total cost separately.
iii. PREPARE a statement showing the product wise and total profit for tiaper
iv. DECIDE with supporting calculations as to whether any or all the products should be furth
processed or not

{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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ANSWERS
mD
Working Notes:
1. Calculation of Input of Raw Material
Let assume total raw material in Process R be
\" Output of Process Will be equal to:
Input R
- 10% Normal Loss
Input S
- 10% Normal loss
Input T
- 10% Normal loss
Output of T
Actual output of X
Which is 80% of the total output
\ Output of Process T
= 14580/ 80%= 18,225
\ Input of Process R = 182082.9%= 25,000 kgs

100%

100%
10
90%
9

81%
8.1

72.9

14,580 units

Alternative presentation for Calculation of Input in Process R, S and T Working notes:

Process T (Kg.)

To Input (Transfer from process S) | 20,250 By Normal loss 2,025
By Output Product X 14,580
By output of byproduct Z 3,645
20,250 20,250
Process S (kg.)
To Input (Transfer from process S) | 22,500 | By Normal loss (10%) 2,250
By Transfer to process T 20,250
22,500 22,500
Process R (kg.)
To Input 25,000 | By Normal loss (10%) 2,500
By Transfer to process S 22,50(
25,000 25,00(
2. Calculation of Joint Cost
Process Inputs | Variable cost per kg Variable cost| Fixed Cost Total Cost
{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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R 25,000 5 1,25,000 42,000 | 1,67,000
S 22,500 4.5 1,01,250 5,000 1,06,250
T 20,250 3.4 68,850 4,800 73,650
3,46,900
Raw material . 10000 x 15 1,50,00(
K 10000 x 9 90,00(
L 5000 x 7 35,00¢(
2,75,00(
Add: Processing cost (as above) 3,46,900
Total Joint Cost 6,21,900
(i) Statement showing apportionment of Joint Cost
Particulars Product X By-Product Z Total
Units 14,580 3,645
Selling price () 60 30
Sales Value () 8,74,800 1,09,350, 9,84,150
( 6,21,900 to apportioned in 5,52,800 69,100, 6,21,900
ratio of sales value at split off
point)
(i) Statement of Profitablity
Particulars Product X By-Product Z Total
Sales Value 8,74,80( 1,09,35 9,84,15(
Joint Cost (5,52,800 (69,100 (6,21,900
(As apportioned above)
Profit 3,22,00( 40,25( 3,62,25(
HP
OFNFfOdzZAE I GA2Y 2F LINRBTFAG 2y LINRRAzOG W[ Q
Particular
Sales 4,5000(¢
Less: Further processing cost (1,01,000
3,49,00(
Less: Joint Production Cost* (3,99,000
loss

*Joint Production Cost = [4,00,0Qq200 x 5)] = 3,99,000

00/F f OdzZE I GUA2Y 2F RS&ANBR
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Desired selling price DesiredProfit + Total Cost + units measured
1,00,000+1,01,000+3,99,000 + 10000 units 60 per kg.

od
0 | Shatement showing profit/loss by each product after further processing products
Product X Product Y Product Z
(in ) (in ) (in )
Sales value after further processing 5,000 5,600 4,800
Less: Further processing cost 2,000 1,200 800
Less: Joint Cost* (as apportioned) 4,000 2,800 3,200
Profit/(loss) (1,000) 1,600 800
* Statement showing apportionment of joint cost on the basis of physical units
Product X Product Y Product Z Total
(in ) (in ) (in ) ()
Output (in litre) 100 70 80 250
Weight 0.4 0.28 0.32
(100/250) (70/250) (80/250)
Joint cost apportioned 4,000 2,800 3,200
Decision whether to process further or not
Product X Product Y Product Z
(in ) (in ) (in )
Incremental Revenue 2,500 700 1,200
[(50-25) x 100] [(80-70) x 70] [(60-45) x 80]
Less: Further processing co 2,000 1,200 800
Incremental profit /(loss) 500 (500) 400
Product X Product Y Product Z Total
(in ) (in ) (in )
Sales 2500 4900 3600| 11000
Pre separation costs 4000 2800 3200| 10000
Prdit/(Loss) (1500) 2100 400| 1000

It is advisable to further process only product X and Z and to sale product Y at the point of

separation.
n®
B ) . Cloe2al
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1. Total production of three products for the year 202020
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M ®Apportionment of Joint Costs
Particulars A() B()
Selling Price 16,000 8,000
Less: Estimated profit 4,000 1,600
(25% of 16,000) (20% of 8,000)
Cost of sales 12,000 6,400
Less: Selling & Distribution exp. 267 133
(Refer waking note) ( 400 x 2/3) ( 400 x 1/3)
Less: Subsequent cost 5,000 3,000
Share of Joint cost 6,733 3,267
So, Joint cost of manufacture is to be distributed to A & B in the ratio of 6733 : 3267
{GFraGSYSyld akK2¢gAy3a /2aG 2F t N2PRdzOaRY
Hements of Joint Cost Subsequent Cost | Total Cost
cost A B A B A B
Material 3,367| 1,633 3,000 1,500 6,367 | 3,133
Labour 2,020 980 1,400 1,000 3,420/ 1,980
Overheads 1,346 654 600 500 1,946 1,154
Cost of production 11,733| 6,267
22NJAy3 b2GSY
Calculationof Selling and Distribution Expenses
Particulars ()
Total Sales Revenue (6,000 + 8,000) 24,000
Less: Estimated Profit (4,000 + 1,600) (5,600) (
Cost of Sales 18,400
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Less: Cost of production:
- Joint Costs (10,000)
- Subsequent costs (5,000 + 3,000) (8,000)
Selling and Distribubh expenses (Balancing figure) 400
1. Working Note:
Apportionment of joint costs on the basis of Net Realisable Value method
Products Sales Value () Post separation Net Apportioned
Cost () Realisable Cost ()
Value ()
A 3,12,50,000 31,25,000, 2,81,25,000 67,74,563
(5,00,000 urts x  62.50)
B 31,87,500 3,75,000 28,12,500 6,77,456
(75,000 units x 42.5)
C 18,75,000 1,25,000 17,50,000 4,21,528
(62,500 units x 30)
D 12,50,000 12,50,000 3,01,092
(50,000 units x 25)
E 93,75,000 3,75,000 90,00,000, 21,67,860
(1,87,90 units x 50)
4,29,37,500 1,03,42,500

Total joint cost =Raw material costs + Manufacturing expense®%75,000+ mo 2 c T Z p

r mnosx

NHZpnAn

Apportioned joint cost = (Total Joint Cost/ Total Net Realisable valeacbf X Net

Realisable val

ue of each product)

Apportioned joint cost for Product A = (1,03,42,500 / 4,29,37,500 X 2,81,25,000) =

67,74,563.32

Similarly, the apportioned joint cost for products B, C, D and E &y&7,456, 4,21,528,

3,01,092 and

2167,860 respectively.

(a) Statement showing income forecast of the company assugrthat none of its

products are further processed.

Products
A() B() C() D() E() Total ()
Sales 2,12,50,000| 24,37,500| 12,50,000| 12,50,000| 65,62,500| 3,27,50,000
revenue
( 425x | ( 325 ( 20x ( 25x ( 35x
C2NJ /! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf

[ |
1

—+ ks H

N

Ny



11.

{1

5,00,000) 75,000)| 62,500)| 50,000)| 1,87,500)
Less:
Apportioned
CostqRefer | 67,74,563| 6,77,456| 4,21,528| 3,01,092| 21,67,860| 1,03,42,500
Working
note)

1,44,75,437| 17,60,044| 8,28,472| 9,48,908| 43,94,640| 2,24,07,500
Less: Fixed 11,82,500
Cost
Profit 2,12,25,000

(b) Statement showing income forecast of the company: assuming that products A, B, C
and E are further processed (Refer to working note)

Products
A() B() | €() | BD() | E() | Total()
A. Sales revenue 3,12,50,00(31,87,50(18,75,00(12,50,00({93,75,00( 4,69,37,50
B. Apportioned Costs 67,74,56] 6,77,45¢( 4,21,52{ 3,01,09121,67,86( 1,03,42,50
C. Further 31,25,00( 3,75,00( 1,25,00 41 3,75,00( 40,00,00(
processing cost
D. Total 98,99,56110,52,45( 5,46,52§ 3,01,09125,42,86( 1,43,42,50

processing cost (B+ C
E. Excess of sales reveni2,13,50,43/21,35,04413,28,47] 9,48,90§68,32,14( 3,25,95,00

(A-D)
F. Fixed Cost 11,82,500
G. Profit (EF) 3,14,12,500
t NB RdzOG !

As the question says that "Products B and C must be processed further before they can be sold",
it means Product A can be sold at the spfitpoint.

Cost to process Product A after the sjlff point r cznnznnn
Additional revenue to be earned by processing further T oxnnznn
0 Mnn AYONBI i

per unit x 3,000 units)
Therefore, Product A will not be processed further, and the sales value ato$pfdr A will be
used for dbcating the joint costs.

L
N
U

Sales value at the splitff for A cznnznnn

0 Hnn P oXnn.
t N2 RdzO

Since Product B must be processed further, we use its net realizable value for the joint cost
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allocation.
Net realizable value of Product B I 15,00,000
wo opn B cZaoamn dz
processing costs]
t N2 RdzOG /
Product C, the byroduct, must also be processed further to be sold.
Net realizable value of Product C r oXnNnZnnmn
wo Mmann B dGZadmn dz
further processing costs]
W2AYG /2ad 'ff20lea2Yy
Joint production cost = 33,60,000
Since, byproduct C is accounted for as a reduction to the joint costs, the joint costs to be
allocated
= 30,60,000
( 33,60,0000 3,00,000 NRV of Product C)
Allocation of joint costs between Product A and B will be on the basisgd0,000: 15,00,000
Joint Cost allocated to ProductA 30,60,000 x 6,00,000 + 2100008 Rs.8,74,286

M P
[ £ OdzZf a2y 2F ljdzZ yad @& LINE RdzOS
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CHAPTERI1IMARGINAL COSTING
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0 @New Margin of Safety if the sales value at present as computed in (ii) decreased by
12.5%.
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0 A \What would be revised saleim quantity and the amount, if a company desires a profit increase
of 20% more than the budgeted profit and selling price is reduced by 10% as alpmieti(iii).
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1. Cost Indifference Point in units. Interpret your results.
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2. The Brealeven Pint of each method in terms of units.
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A dRevised Fixed Cost.

A AR@vised Sales and

A ANeewbBrealkEven Point.
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0 ABbeakEven sales of the merged plant and the capacity utilization at that stage.
0 APxofitability of the merged plant at 80% capacity utilization.
0 ASalasururnover of the merged plant to earn a profit &0,00,000.
0 AVhén the merged plant is working at a capacity to earn a profit 60,00,000, what
percentage of increase in selling price is required &tan an increase of 5% in fixed overheads.
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i. ldentify the best possible product mix of Moon Ltd.

ii. Calculate the total contribution from the best possible product mix.
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0 AMariable Cost per unit

0 AFixéd Cost and

0 APkofit Wolume Ratio.
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i. Sales planned for the year will be81,00,000 in the case of 'BLACK' an84,00,000 in the case
of 'WHITE'.

ii. The selling price of 'BLACK' wélieduced by 10% and that of 'WHITE' by 20%.

iii. Breakeven is planned at 70% of the total sales of each product.

iv. Profit for the year to be maintained at 8,26,200 in the case of 'BLACK' and,45,200 in the
case of 'WHITE'. This would be possible by rieduthe present annual fixed cost 0f42,00,000
allocated as 22,00,000 to 'BLACK" and20,00,000 to 'WHITE'.
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1) Number of units to be sold of 'BLACK' and 'WHITE' to Break even during the financial year 2019

20.
2) Amount ofreduction in fixed cost produsatise to achieve desired profit mentioned at (iv) above.
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I. calculate fixed cost andreakeven point.

ii. calculate the volume of sales to earn profit of 20% on sales.

iii. if management is willing to invest 10,00,000 with an expected return of 20%, calculate units to
be sold to earn this profit.

iv. Management expects additional sales if the sgllprice is reduced to 44. Calculate units to be
sold to achieve the same profit as desired in above (iii).
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i. Profit Volume Ratio

ii. Fixed Costs

iii. Break Even Point

iv. Sales required to earn a profit of45,000.

v. Margin of Safety in Financial Year 2a18.
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i. If selling price is increased by 200, the sales will come down ®&0% of the total annual
capacity. Should the company increase its selling price?
ii.  The company can earn a profit of 20% on sales if the company provide TIEPIN witmessedy
suit. The cost of each TIEPIN i&8. Calculate the sales to earn a profit oP20n sales.
-
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A dairy product company manufacturing baby food with a shelf life of one year furnishes the

following information:

0 A On 1st April, 2023, the company has an opening stock of 20,000 padkese wariable cost is
180 per packet.

0 A Ik 02223, production was 1,20,000 packets and the expected production in-2028
1,50,000 packets. Expected sales for 2023s 1,60,000 packets.

0 A IR 208223, fixed cost per unit was 60 and it is expected to increase by 10% ia@2R4. The
variable cost is expected to increase by 25%. Selling price for2DR3s been fixed at 300
per packet.

You are required to calculate the Breaken volume in units for 20234.

t wh. [MWa 68ab,
The following data are available frometthudget records of Finesign Women's Handbag Company
for the forthcoming budget period.

Selling Price per unit 1000
Variable cost per unit:

Cost of Material used 750.00
Sales commission 50.00
Total Variable Cost 800.00
Annual fixed expenses:

Rent 7,00,000
Salaries 11,00,000
Other fixed expenses 5,00,000
Total Fixed Cost 23,00,000

Although the firm manufactures Bags with different styles, they have identical purchase costs and

selling price.

wSIljdzZANBYSy (Y

0 | What is the annual breakven point beh in terms of units and value?

0 0 lbthe store manager is paid 1 per cent commission on sales, what would be the annual break
even point both in terms of units and value?

0 Olbthe firm decides to pay a fixed salary 00,00,000 in lieu of sales commission, what would beC2-

the annual brealeven point in terms of units and value. Q.
Considering breakven point in requirement (a), If the stores manager is paid 2 per cent L
commission on each bag sold in excess of the bexak point, what would be the profit if =
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20000 bags were sold.

t wh. [MY¥a 6bhA=+
RPP Manufacturers is approached by an international customer fotiorespecial order similar to
one offered to its domestic customers. Per unit data for sales to reguomers is provided below:

Direct material 693
Direct labour 315
Variable manufacturing support 504
Fixed manufacturing support 1092
Total manufacturing costs 2604
Markup (50%) 1302
Targeted selling price 3906

It is provided that RPP Manufacturers has excess capacijyird:

() WHAT is the full cost of the product per unit?

(i) WHAT is the contribution margin per unit?

(i) WHICH costs are relevant for making the decision regarding thisirmeespecial order? WHY?

(iv) For RPP Manufacturers, WHAT is the minimum acceptable pricesairtkitime-special order
only

(v) For this onetime-only special order, SHOULD RPP Manufacturers consider a priczl0o0 per
unit? WHY or why not?

t wh. [MId o0mb,
A Limited manufactures three different products and the following information has been collecte

from the books of accounts:

Products
S T U
Sales Mix 25% 35% 40%
Selling Price 600 800 400
Variable Cost 300 400 240
Total Fixed Costs 36,00,00
Total Sales 1,20,00,00

The company has currently under discussion, a proposal to discontinue the manufacture of Produ
U and replace it with Product M, when the following results amécipated:

Products
S T M
Sales Mix 40% 35% 25%
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Selling Price 600 800 600
Variable Cost 300 400 300
Total Fixed Costs 36,00,000
Total Sales 1,28,00,000
Required:
(i) COMPUTE the PV ratio, total contribution, profit and Breadnsales for the existing
product mix.

(i) COMPUTE the PV ratio, total contribution, profit and Brexan sales for the
proposed product mix
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wSlj dzA NB R
A ©€OMPUTE the PV ratio, total contrtion, profit and Brealeven sales for the existing product
mix.
A COMPUTE the PV ratio, total contribution, profit and Brexan sales for the proposed product
mix.
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i. Break even point at existing levels in units and in rupees.
ii. The number of units required to be sold to earn the target profit.
iii. Profit with 10% increase in selling price and drop in sales volume by 10%.
iv. Volume to be achieved to earn target profit at the revisetlisg price as calculated in (ii) above,

if a reduction of 10% in the variable costs and70 lakhs in the fixed cost is envisaged.
t wh. [HDPa Y oOowe¢t al!, HAO
I [GR® YI ydzFl O0 dzNBrgsh yeRK S3 | 25 &f 2A6iAdy ALINPIRIAXBE WK | O
NEO2NRa 2F flFadm@SEN F2NJ 6KS LINRPRdzOG w

9f SySyia 27 |/ + NAFo6ftS /2ai CAHSR

5ANBOG al GSNAI § o2 ¥ /2al 27F I T Tt
5ANBOG [ | 02dzNJ MPRT /280G 2F I U TT
Cl OG2NE h@SNKSHR MERF /240 2F | Hzons
| RYAYA&GNI a2y h@SNEK K2F /240G 2F 0 TtwmzZn Cnl
{ StftAy3 3 5AaldNNOdze mr 2R ¥ Aai S cyzn |
[Fad . SFNJ p=nnmydgSnNG dzyd SINB CANPIYR GIKB FABSy 590¢9
{I1wo{l ¢! C2NJ/! FYyR /a! py {1 wo9{l ¢! tNRFSaarA2yl ]| /:




i. Breakeven Sales (in rupees)
ii. Profit earned during last year
iii. Margin of safety (in %)

iv. Profit if the sales were 10% less than the actual sales.
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wSlj dzA NBRY

A ®COMPUTE breakeven sales level quantity and cash breakeven sales level quantity.

A AGDMPUTE the P/V ratio.

A ACOMPUTE the number of units that must be sold to earn an income (EBIF,06{000.

A ZGBODMPUTE the sales level achieve an dfteincome (PAT) of5,00,000, assume 40% corporate
tax rate.
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Machine B has the higher profit 0f2,70,00,000 than the Machir&. Further, Machine Q a
cost is less than the fixed cost of Machideand higher capacity. Hence, Machine B be
recommended.
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When the capacities of both the machines are same and demand for the product is unlimit
calculation of profit will be as follows:
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i. Fixed Cost Sales x P/V ratmprofit
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ii. Break even sales value (irRupees) = Fixed cost + PV ratio x 100
= 1500000 + 20% = 7500000 +
ii. Profit, if sales reach 50,000 units for the quarter ending 30th June, 2022 s,))
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{I1wo{l ¢! C2NJ/! FYyR /a! py {1 wo9{l ¢! tNRFSaarA2yl ]| /:




p®

{LtSa opmpEmnnn PR HXIHpP X
[ SaayY = NAIlFIofS O2ad My N3N
| 2YGNROdze 2 Y npxnn
[ S&aY CAESR Oz2ai Mp = N
t N UG onzni

+F NAIFotS /&G LISNI ! yAadr

CAESR / 2ain LM ACATESR /aMEnRInnEnnn dzy A G &
¢c2G1f /2a@GnLISNI ' yAlG T
{StftAYy3a t NAOS tLMNOAWERG M2 /2aib
/| 2y 0NRAOdza 2y mMWENY | YAGT
Present Break even sales (Quantity frixed Cost + Contribution margin per unit
'y nnmpypivmnn may i G &
t NBaSyBOSWB{o| trSavon m=annA lF AL En nn
PresentP/V Ratio =8/ 24 = 33.333%
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CHAPTERPISTANDARD COSTING
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Premier Industries has a sthfactory where 52 workers are employed on an average for 25 days a
month and they work 8 hours per day. The normal down time is 15%. The firm has introduced
standard costing for cost control. Its monthly budget for November, 2020 shows that the budgeted
variable and fixed overhead are1,06,080 and 2,21,000 respectively.
The firm reports the following details of actual performance for November, 2020, after the end of the
month:
I Ol dzr f K2dzNE 62NJ] SR y < VKN
| QlidzZl f LINPRdzOa2y SELINB&AASR Ay y T yKnN
I OG dzF £ h#3SNNEKISE fRS M3 H
| OGidzZl f CAESR h@SNKSI Ra HZ N
,2dz F NB NBIldZANBR (2 OFf OdzZf  1SY
& A VWariable Overhead Variances: I

0 | Variable overhead expenditure variance. >

0 0 Vdariable overhead efficiency variance. ﬁ
0 A Rixed Overhead Variances: L
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0 | kixed overhead budget variance.

0 0 kixed overhead capacity variance.

0 ORixed overhead efficiency variance.
0 A Gohtrol Ratios:

0 | ©@apacity ratio.

0 0 Bfficiency ratio.

0 OActivity ratio.
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ABC Ltd. has furnished the following information regarding the overheads for thenrnbdtine 2020:

0) Fixed Overhead Cost Variance 2,800 (Adverse)
(i) Fixed Overhead Volume Variance 2,000 (Adverse)
(iii) Budgeted Hours for June, 2020 2,400 hours
(iv) Budgeted Overheads for June,2020 12,000

(v) Actual rate of recovery of overheads 8 Per Hour

From the above given inforation Calculate:
1) Fixed Overhead Expenditure Variance
2) Actual Overheads Incurred

3) Actual Hours for Actual Production

4) Fixed Overhead Capacity Variance

5) Standard hours for Actual Production
6) Fixed Overhead Efficiency Variance

t wh. [¢9Ya Ohatpmmal NJ a o

The standard cost of a chemical mixture is as follows:
60% of Material A @ 50 per kg

40% Material B @ 60 per kg

A standard loss of 25% on output is expected in production. The cost records for a period has shown
the following usage.

540 kg of Material A @ 60 per kg

260 kg of Material B @ 50 per kg

The quantity procesed was 680 kilograms of good product. From the above given information

Calculate:

i. Material Cost Variance (@)
ii. Material Price Variance >
iii. Material Usage Variance ﬁ
iv. Material Mix Variance :
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v. Material Yield Variance.

t wh. [¢8@a olwgpal NJ av
A manufacturing conce has provided following information related to fixed overheads:

{aF YR N I Ol dzI f
Output in a month 5000 units 4800 units
Working days in a month 25 days 23 days
Fixed overheads 5,00,000 4,90,000

Compute:

i. Fixed overhead variance

ii. Fixed overhead expenditure variance
iii. Fixed overhead volume variance

iv. Fixed overhead efficiency variance

PROBLEM 10: (MAY 19; 10 Marks)
A gang of workers normally consists of 30 skilled workerseb%skilled workers and 10 unskilled
workers. They are paid at standard rate per hour as under:

Skilled 70
Semiskilled 65
Unskilled 50

In a normal working week of 40 hours, the gang is expected to produce 2,000 units of outpng Duri
the week ended 31st March, 2019, the gang consisted of 40 skilled, 16skiexl and 5 unskilled
G2N] SNED® ¢KS | OlGdz2lf ¢F3Sa LI AR ¢SNB G GKS
hours were lost due to machine breakdown and 1,60Gsuniere produced.Calculate the following
variances showing clearly adverse (A) or favourable (F)

i. Labour Cost Variance

ii. Labour Rate Variance

iii. Labour Efficiency Variance

iv. Labour Mix Variance

v. Labour Idle Time Variance

t wh. [cond omy@al NJ av
Beta Ld. is manufacturing Product N. This is manufactured by mixing two materials namely Mater
P and Material Q. The Standard Cost of Mixture is as under: C
Material P 150 Itrs. @ 40 per Itr.
Material Q 100 Itrs. @ 60 per ltr.
Standard loss @ 20 of total input is expected during production.
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The cost records for the period exhibit following consumption:
Material P 140 Itrs. @ 42 per ltr,

Material Q 110 ltrs. @ 56 perltr,

Quantity produced was 195 ltrs.

Calculate:

i. Material Cost Variance

ii. Material Usage Variance.

iii. Material Price Variance

t! wé¢Y ow9xL{Lhb ¢9{¢ t!tow{uv

t wh. [cha Obhzt
Ahaan Limited operates a system of standard costing in respect of oneppbdsacts 'AH1' which is
manufactured within a single cost centre. Details of standard per unit are as follows:
1 The standard material input is 20 kilograms at a standard price2# per kilogram.
1 The standard wage rate is72 per hour and 5 hours are allowed to produce one unit.
1 Fixed production overhead is absorbed at the rate of 100% of wages cost. During the month of
April 2022, the following was incurred:
Actual price paidor material purchased @ 22 per kilogram.
Total direct wages cost was43,92,000
Fixed production overhead cost incurred wa45,00,000 Analysis of variances was as follows:

Variances Favourable| Adverse
Direct material price 4,80,000 -
Direct material usage 48,000
Direct labour rate - 69,120
Direct labour efficiency 33,120 -
Fixed production overhead expenditure 1,80,000

You are required to CALCULATE the following for the month of April, 2022
0 A Material cost variance

0 A Budgeted ouput (in units)

0 A Quaniity of raw materials purchased (in kilograms)

O A Attual output (in units)

6 @Actual hours worked

0 @Actual wage rate per labour hour

0 Dlialhour cost variance (o

6 @ A Rradiction overhead cost variance >

an

o
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The standard output of a Produ®' is 50 units per hour in manufacturing department of a Company
employing 100 workers. In a 40 hours week, the department produced 1,920 units of product '
despite 5% of the time paid was lost due to an abnormal reason. The hourly wage rates g@etaally
were 1240, 12.00 and 11.40 respectively to Group 'A' consisting 10 workers, Group 'B
consisting 30 workers and Group 'C' consisting 60 workers. The standard wage rate per labour is s
for all the workers. Labour Efficiency Variancevei 480 (F).

You are required to COMPUTE:

(i) Total Labour Cost Variance.

(i) Total Labour Rate Variance.

(i) Total Labour Gang Variance.

(iv) Total Labour Yield Variance, and

(v) Total Labour Idle Time Variance

t wh. [cn& owcCcHwma!,
[a [AYAGSR LINE RIdzXKEA O K manH Bd2iROWME G d ¢ KS Al yF
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()

Direct materials 10 kg @ 90 per kg 900

Direct labour 8 hours @ 80 per hour 640

Variable Overhead 8 hours @20 per hour 160

Fixed Overhead 250

1,950
Budgeted output for a quarter of a year was 10,000 Kg. Actual output is 9,000 Kg. Actual costs for this
guarter are as follows:
()

Direct Materials 8,900 Kg @92 per Kg. 8,18,800

Direct Labour 7,000 hours @84 per hour 5,88,000

VariableOverhead incurred 1,40,000

Fixed Overhead incurred 2,60,000
You are required to CALCULATE:
i. Material Usage Variance
ii. Material Price Variance
iii. Material Cost Variance @
iv. Labour Efficiency Variance ?:\
v. Labour Rate Variance iz
vi. Labour Cost Variance L
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vii. Variable Overhead Costriance
viii. Fixed Overhead Cost Variance

t wh. [cny OoOweHn bht
Following are the standard cost for a product

()

Direct materials 10 kg @ 90 per kg 900

Direct labour 8 hours @ 100 per hour 800

Variable Overhead 8 hours @15 per hour 120

Fixed Overhead 400
2,220

. dzZRISGSR 2dziLJdzi F2NJ GKS @SIN gl a wXInaNl 38K NED
Ftf20ay

()
Direct Materials 17,800 Kg @92 per Kg. 16,37,600
Direct Labour 14,000 hours @104 per hour 14,56,000
Variable Overhead incurred 2,17,500
Fixed Overhead incurred 7,68,000
You are required to CALCULATE:
i. Material Usagé&/ariance
ii. Material Price Variance
iii. Material Cost Variance
iv. Labour Efficiency Variance
v. Labour Rate Variance
vi. Labour Cost Variance
vii. Variable Overhead Cost Variance
viii. Fixed Overhead Cost Variance.
t wh. [¢n& owehn a!
ABC Ltd. had prepared the following estition for the month of January:
Quantity Rate () Amount ( )
MaterialA 800 kg. 90.00 72,000
MaterialB 600 kg. 60.00 36,000
Skilled labour 1,000 hours 75.00 75,000 -
Unskilled labour 800 hours 44.00 35,200 >
N
iz

A ¥ 4 oA x ~
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The company has produced 1,480 kg. finished product by using the followings:

Quantity Rate () Amount ( )
MaterialA 900 kg. 86.00 77,400
MaterialB 650 kg. 65.00 42,250
Skilled labour 1,200 hours 71.00 85,200
Unskilled labour 860 hours 46.00 39,560
You are required to CALCULATE:
a) Material Cost Variance;
b) Material Price Variance;
c) Material Mix Variance;
d) Material Yield Variance;
e) Labour Cost Variance;
f) Labour Efficiency Variance and
g) Labour Yield Variance.
t wh. [cn&d owcemdpbht
WD [GR® LINRPRdzOSa | LINRPRdzOGO FyR 2LISN}GSa
322Ra& Ay @Sy (iR NX2Sza0 @& (¢ A FAYWRA2NNY F a2y NBfFGSR ¢
Particulars Cost per unit ()
Direct materials (30 kg at350 per kg) 10,500
Direct labour (5 hours at 80 per hour) 400

The actual information for the month just ended is as follows:

a) The budgeted and actual production for the month of September 2019 is 1,000 units.

b) Direct matrials¢5,000 kg at the beginning of the month. The closing balance of direct material
for the month was 10,000 kg. Purchases during the month were mad8&&& per kg. The actual
utilization of direct materials was 7,200 kg more than the budgeted gtyanti

c) Direct labourg 5,300 hours were utilised at a cost off,34,600.

wSlj dzA NBRY
[v [/ [1e9
(i) Direct material price and usage variances

\/

J

(i) Direct labour rate and efficiency variances.

a\/
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i. Calculation of Standard price per kg and the standard qugnof raw material:
Standard Price
(a) Material Price Variance= Standard Cost of Actual QuantgtyActual Cost

12,500 (F) = (SP x AQ) 3,12,500
12,500 (F) = (SP x 25,00@) 3,12,500
{t ' Mo

Standard Quantity
(b) Material Cost Variance= Standard CostActual Cost
1,800 (A) =SQ x 13¢ 3,12,500
{ v 'Ho X pA®
ANG t Odzf o2y 2F al GSNARFE ! ar3aS I NAI yOS:
+ NAFYyOS
(a)Material Usage Variance

Standard Cost of Actual Quantity
SQ x SPAQ x SP
Or
SP x (SQAQ)
13 x (23,900 kg 25,000 kg.)
14,300 (A)
Standard Cost Actual Cost
(SH x SR)(AH x AR)
2,39,000¢ 2,30,000
9,000 (F)
(c) Labour Efficiency Variance=Standard Cost of Standard Time Awtual Productiorg

(b) Labour Cost Variance

Standard Cost of Actual Time
(SH x SR)(AH x SR)
Or
(SHg AH) x SR

50 x [4,780 hrs; 5,000 hrs.]
' mmInbn 6!

Standard Cost of Standard Quantfty Actual Outputg

[ ]

iii. Calculation of Fixed Overhead Cost Variance, Fixed Overhead Expenditure Variance and H

Overhead Volume Variance:
(a) Fixed overhead cost variance= Standard Fixed Overheaq#\ctual Fixed
Overheads
= 18,279¢ 19,500

_E

~
]

<
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1,221(A)

(b) FixedOverhead Expenditure Budgeted Fixed Overhead#ctual Fixed
Variance Overheads

19,120¢ 19,500

380 (A)

(c) Fixed overhead volume variance fBudgeted output; Actual Output)x Budgeted rate

per unit
=(2,00,000¢ 1,91,200) 0.0956
= 8,800 x 0.0956
' yndo! 0
Alternative presentation to part (iii) (a) and (b)
() Fixed Overhead Cost Variance:
= Overhead absorbed for actual productigictual overhead incurred
= 19,120/ 2, 00,000x 1,91,20Q; 19,500 = 1,221(A)
(iif) Fixed Overhead Volume Variance:
= Absorbed overheadBudgeted overhead
= 19,120/ 2,00,000x 1,91,20Q; 19,120 = 841(A)
22NJAy3 b2GdSay
1. Standard time to produce 10 units of product X is 15 minutes. Therefore we can
manufadure 40 units in an hour.
Hours available in a week
125 Workers x 40 Hours = 5,000 hours
Therefore budgeted output = 5,000 x 40 units per hour = 2,00,000 units
It GSNY I s @St &
Budgeted time per unit = 15 unitslO units= 1.5 minutes
So, Budgeted output =, 900 Hours x 60 Minutd4..5 Minutes
= 2,00,000 units
Actual output = 23,900 x 8 units = 1,91,200 units
Standard hour for actual output = 1, 91, 200 x 0.25/Hi@ units= 4, 780 Hrs

Labour

Budget Revised standard Actual

Hours | Rate Hours | Rate Hours | Rate

5,000/ 50/ 2,50,000| 4,780 | 50| 2,39,000| Skilled | 3000| 50| 1,50,000

Semi 2000| 40| 80,000
Skilled

5000 2,30,000
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Budget Actual
Units 2,00,000 1,91,200
Fixed Overheads 19,120 19,500

4. Standard Fixed overheads:

19,120 + 2,00,000 x 1,91,200 £8,279
Budgeted rate per unit:

19,120 + 2,00,000 =0.0956

Basic Calculations:

Standard for 20,000 kg. Actual for 20,000 kg.
Qty. Rate Amount Qty. Rate Amount
Kg. () () Kg. () ()
A 10,000 25 2,50,000 11,000 23 2,53,000
B 7,000 45 3,15,000 7,500 48 3,60,000
C 5,000 55 2,75,000 4,500 60 2,70,000
Total 22,000 8,40,000 23,000 8,83,000

Calculation of Variances:
(i) Material Cost Variance = Std. Cost for actual outpgctual cost MCV=8,40,08,83,000 =

43,000(A)

(i) Material Price Variance = (&%P) x AQ

A = (25 23) x 11,000

B =(45¢48) x 7,500
C =(55¢60) x 4,500

22,000 (F)
22,500 (A)
22,500 (A)
23000 (A)

(iif) Material Usages Variance = (@®) x SP

A = (10,000; 11,000) 25
B = (7,000; 7,500) x 45
C = (5,000 4,500) x 55

(iv) Material Yield Variance = (BRSQ?*)
A =(10,000; 10,454.54) x 25

B = (7,000c 7,318.18) x 45
C = (5,000 5,227.27) x 55

*Revised Standard Quantity (RSQ)
I VR

{1 wo{l ¢!

C2NJ /!

25,000 (A)
22,500 (A)
27,500 (F)
20,000 (A)

x SP
11,363.5(A)
14,3181(A)
12,500(A)
38,181.6(A)
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A =10000 /22000

* 23000

B =7000 / 22000 * 23000
C= 5000 /22000 * 23000
Material Yield Variance cansalbe Calculated as below

10454.54
7318.18
5227.27

Material yield variance = Standard cost per unit (Actual yjeitndard yield)

Standard cost per unit Rs8,40,000 / 20000
New Standard Yield = 20,0002,000x 23,000

Material yietl variance

Working Notes:

1. Calculation of standard man hours

Rs42

20,909

HH2ZnNnnn

42 (20,000 20,909)
38,178 (A)

When 120 worker works for 1 hr., then the std. output is 20 units.

120 hrs.

Std. man hour per unit220 hrs./20 units= 6 hrs.
2. Calwlation of std. man hours for actual output
Total std. man hours = 1,000 units x 6 hrs. = 6,000 hrs.

Standard for actual Actual
Hours | Rate () | Amount Actual hrs.  [Idle time Producti) Rate| Amount
() paid hrs. | onhrs.| () | paid ()
6,000 25 1,50,000 5,760 288 | 5,472 |25.70 1,48,032
(48 hrs. x 120
workers)

(i) Labour cost variance

= Std. labour cost Actual labour cost

=1,50,000;1,48,032 = 1,968 F
(i) Labour rate variance

= (SR, AR) x AHPaid

= (25- 25.70) x 5,768

(i) Labour efficiency variance

= ($1C AH) x SR

4,032 A

= (6,000 5,472) x 25 = 13,200 F
(iv) Labour Idle time variance

= |dle Hours x SR

=288 x25= 7,200 A

{1 wo{Il ¢! C2NJ/!
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Note: Variances can also be calculated for one worker instead of 120.

22N]JAy3 b203Sa

Fixed Overheads =Budgeted Fixed Overhedgisdgetd Output

=12,00,000 1,20,000 units 10
Fixed Overheads element in Sevfdriable Overheads i.e. 60%R$.1,80,000 1,08,00(
Fixed Overheads Budgeted Fixed Overheagd€udgeted Output

= 1,08,000/ 1,20,000units 0.9
Standard Bte of Absorption of Fixed Overheads per unifiQ + 0.90) 10.9(
Fixed Overheads Absorbed on 8,000 units @0.90 87,20(
Budgeted Variable Overheads 6,00,00(
Add: Variable element in Seiariable Overheads 40% of1,80,000 72,00(
Total Budgeted Variable Overheads 6,72,00(
Standard Variable Cost per unit = Budgeted Variable Overheads + Budgete 5.6(
Output = 6,72,000 +1,20,000 units
Standard Variable Overheads for 8,000 units &60 44 ,80(
Budgeted Annual Fixed Overads ( 12,00,000 + 60% of 1,80,000) 13,08,00
Possible Fixed Overheads = Budgeted Fixed Overhé&adigeted DaysActual 1,03,55(
Days

€Rs1,09,000 2

- eé 20days i 19day38
Actual Fixed Overheads 1,10,000 + 60% of 19,200) 1,21,52(
Actual Variale Overheads (48,000 + 40% of 19,200) 55,68(

/[ hat | ¢!'¢Lhb hC ! wL! b/ 9/{
A dOverhead Cost Variance Absorbed OverheadsActual Overheads
=( 87,200 + 44,800)c( 1,21,520+ 55,680)
= 45,200 (A)
A AFfRed Overhead Cost Variance= Absorbed FixdeOverheads, Actual FixedDverheads
= 87,200¢ 1,21,520
= 34,320 (A)
A AVarfable Overhead Cost Variance = Standard Variable Overheads for ProgiActioal VVariable
Overheads

€

= 44,800c¢ 55,680 '8'

= 10,880 (A) P

A @Fiked Overhead Volume VariancAbsorbed Fixed Overheaq®udgeted Fixe@verheads Ei
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87,200c 1,09,000
21,800 (A)

@ dFixed Overhead Expenditure Variance Budgeted Fixed Overheag#ctualFixed Overheads

10.90 x 10,000 units  1,21,520
12,520 (A)

@ AGalendar Variance Possible Fixed OverheagBudgeted Fixed Overheads
= 1,03,550¢ 1,09,000

5,450 (A)

h w

Calendar Variance fActual days; Budgeted days) x Standard fixed overhead rate per day
Standard fixed overta rate per day = 1308000/20*:2 5450
Fixaed Overhead Calendar Variance =-@I¥) x 545G 5450(A)

Working Notes:

1. Calculation of Standard Man hours

When 100 workers work for 1 hour, the standard output is 25 units.

Standard man hours per umit 100 hours/ 25 units = 4 hours per unit

2. Calculatiorof standard man hours for actual output:
= 960 units x 4 hours = 3,840 hours.

3. Calculation of actual cost

{1 wo{l ¢!

(Standard hours for Actual producti@nActual Hours) x SR240F
(3,840¢ 3,800) x SR =240
Standard Rate (SR) =
(i) Total Labour Cost Variance

= (Standard hours x Standard Ratéfctual Hours x Actuahte)

= (3,840 x 6§ 23,360= 320A

C2NJ /!

by R

/ a

6 per hour

H

{1 wo{l ¢!

Actual Idle Hours | Actual
Type of Rate | Amount
No of Workers| Hours (5% of hours
Workers _ () () _
Paid hours paid)| Worked
D NP dzLJ 10 400 6.2 2,480 20 380
D NP dzLJ 30 1,200 6 7,200 60 1,140
D NP dzLJ 60 2,400 5.7 13,680 120 2,280
100 4,000 23,360 200 3,800
. Calculation of Standard wage Rate:
Labour Eitiency Variance = 240F
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6.

{

(i) Total Labour Rate Variance
= (Standard Rate Actual Rate) x Actual Hours
D NER dzLJ -9.2)@00I & c80A
D NZE dzLJ -9).1200I & c0
D NP dzLJ &57X2,400 & c720F
640F
(iif) Total Labour Gang Variance

= Tdal Actual Time Worked (hours) x {Average Standard Rate per hour of Standard Gang

-Average Standard Rate per hour of Actual Gang@}
@ On the basis of hours worked
= 3,840 x (63,800 x 6/ 3,800 =0
(iv)  Total Labour Yield Variance
= Average Standard Rate peayun of Standard Gang x {Total Standard Time (hours)
Total Actual Time worked (hours)}
=6 x (3,84@ 3,800
= 240F
(V) Total Labour idle time variance
= Total Idle hours x standard rate per hour
= 200 hours x 6
=1,200A

(&) Workings:
Calculation of budgeteddurs
Budgeted hours = (52 x 25 x 8) x 85% = 8,840 hours
(i) Variable overheads variance
(a) Variable overhead expenditure variance
= Std. overhead for Actual hougsActual variable Overhead
=( 1,06,080/8,840 8,100)- 1,02,000
= 4800 A
(b) Variable overhead efficiency variance
= Std. rate per hour x (Std. hours for actual product@ctual hours)
= 1,06,080/8,840 (8,800 hours8,100 hours)
=8400 F
(i) Fixed overhead variances -E

N

sPP

(a) Fixed overhead kiget variance

i

= Budgeted overhead Actual overhead
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= 2,21,000¢ 2,00,000
=21,000 F
(b) Fixed overhead capacity variance
= Std rate x (Actual hougsbudgeted hours)
= 2,21,000/8,840 (8,100c¢ 8,840)
= 18,500 A
(c) Fixed overhead efficiency variance
FdR NYGS E o6{ (R K2dNRKi dE-2(NJ K 20daNdil of  LINEZ
 HEZHMZINENBYQymMNA N
'MT ZEAN
(iif) Control Ratios
(a) Capacity Ratio
' 1 0Gdzl f K2dzNEAmMnamzRISGSR K2 dzN&
' yIvMnnpywaw@ob
(b) Efficiency Ratio
' {4 yRFNR K2deNduk | OlGdzr £ K2dzNB E
I yyn n k yEmmbnnn y:c n
(c) Activity Ratio
' { 6NRRK2dzNBEk .wdzRASGSR K2dzNB E
' yXynnkyZynn E mnn I' dddp p2
1) Fixed Overhead Expenditure Variance
r . dzZRISGSRKR! OXEAR ICAESRS hBENKSI RA
' MHIgaAawmHXIynn Ol & O tyOuaf 0WGSR 06St 260
2) Fixed Overhead Cost Variance= Absorbed Fixed Overhe¥®asal Fixed Overheads
HXyonlnd mnsgn@idz £ h@SNKSERE
I Ol dzl £ h D SWNEKSSy R
3) Actual Hours for Actual Production =12,800/ 8= 1,600 hrs
4) Fixed Overhead capacity Vamce
' . dzZRISGSR CAESR hZ&SNRISRERTFEZNESAl tedS NKS dzRE
' p E MocnmHENBRWZ Ann 6! 0
5) StandardHours for Actual Production (db)
I 1042NDPSR h@OSNKSIRak {dRd whi$ o
 MmnEsnmAKkHEnnn KN&O® +
6) FixedOverheadEfficiency Variance =
{I1wo{l ¢! C2NJ/! FYyR /a! py {1 wo9{l ¢! tNRFSaarA2yl ]| /:




[ 1 04a2NDSR Cd. BRI HiSSRANKGHERSR h GSNK S Ra F2 N
' mnZgnm E wmZfc m/AE ndaGhl ¢
22NJAYy3 b2GSY
0 A Bixed Overhead Volume Variance = Absorbed Fixed Overhd@adigeted Fixed Overheads
2,000 (A) = Absorbed Fixed Overheadsl2,000
Absorbed Fixed Overheads 10,000
0 A $tandard Rate/ Hour 5 ( 12,000/2,400 hrs.)

8.
Basic Calculation
Material Standard for 640 kg. output Actual for 680 kg. output
Qty. Kg. | Rate () Amount Qty Kg.| Rate () Amount
() ()

A 480 50 24,000 540 60 32,400
B 320 60 19,200 260 50 13,000
Total 800 43,200 800 45,400

Less: Loss 160 - - 120 - -
640 43,200 680 45,400

Std. cost of actual output = 43,200 x 680/640 = 45,900
Calculation of Variances
(i) Material Cost Variance S{d. cosbf actual output¢ Actual cost)
= (45,90@ 45,400)
= 500 (F)
(i) Material Price Variance = (§AP) x AQ
Material A = (5@ 60) x 540 = 5400 (A)
Material B = (6@ 50) x 260 = 2600 (F)
MPV = 2800 (A)
(iif) Material Usage Variance (W) = (Std. Quantity for actual outpgdctual Quantity) x Std. Price
Material A = (480x680/640540) x 50 = 1,500 (A)
Material B= (320x680/640260) x 60 = 4,800 (F)
MUV = 3,300 (F)
(iv) Material Mix Variance = SP x (RABQ)
A= 50 x (480 B¢ 540 Kg) = 3,000 (A)
B = 60 x (320 Kg; 260 Kg.) = 3,600 (F)
Total = 3,000 (A) + 3,600 (F) = 600 (F)
(v) Material Yield Variance = SP x (SRAQ)
A= 50x (510 Kg; 480 Kg) = 1,500 (F)
{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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10.

{1 wo{l ¢!

B =
Tot

[ Lt Odz#f 82y 27F

60 x (340 Kg; 320 Kg.) = 1,200 (F)

al =

1,500 (F) + 1,200 (F) = 2,700 (F)

+F NAFyOSay

(i) Fixed Overhead Variance: Standard fixed overheAdtual fixed overhead
= [(5,00,000+5000) x480Q] 4,90,000 = 10,000 (A)
(i) Fixed Overhead Expenditure Variances

Budgeted fixed overheag)Actual fixed overhead

5,00, 000z 4,90, 000 = 10,000 (F)

(i) Fixed Overhead Volume Variance: Standard fixed overh@digeted fixed overhead

4,80, 000; 5,00, 000 = 20,000 (A)

(iv) Fixed Overhead efficiency Var@m Standard fixed overheagBudgeted fixed overhead for

Actualdays

= 4,80, 000;[( 5,00, 000+25) x23] = 20,000 (F)

(i) Labour Cost Variance = Standard @o&ttual Cost
= 1,14,400c 1,54,400 = 40,000 (A)
(1,600*75+400*60+200*52=1,54,400)

(ii)

(iii)

Or
Types of workers Standard Cost, Actual Cost ATO;mt
Skilled Workers (30x40x70/2,000x1,600§40x40x75) 67,26Q,20,000 | 52,800 (A)
Semi Skilled (15x40x65/2,000x1,600§10x40x60) 31,20@4,000 7,200 (F
Un-Skilled Workers | (10x40x50/2,000x1,600§5x40x52) 16,0000,400 5,600 (F
Total 1,14,4001,54,400 40,000 (A)
Labour Rate Variance
Types of workers Actual Hours x (Standard Raté\ctual Rate) Arr(m;mt
Skilled Workers 1,600 hours x (70.00¢ 75.00) 8,000 (A)
Semi Skilled 400 hours X 65.00¢ 60.00) 2,000 (F
Un-Skilled Workers | 200 hours x (50.00¢ 52.00) 400 (A)
Total 8,000 (A) + 2,000 (F) + 400 (A) 6,400 (A)
Labour Efficiency Variance
Types of workers Standard Rate x (Standard Hour#\ctual Hours) Amount

C2NJ /!
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Skilled Wokers 70.00 x (960 hours 1,440 hours) 33,600 (A)
Semi Skilled 65.00 x (480 hours 360 hours) 7,800 (F
Un-Skilled Workers | 50.00 x (320 hours 180 hours) 7,000 (F
Total 33,600 (A) + 7,800 (F) + 7,000 (F) 18,800 (A)

Alternatively labour effiency can be calculated on basis of labour hours paid

Types of workers Standard Rate x (Standard Hour#\ctual Hours) | Amount
Skilled Workers 70.00 x (960 hours 1600 hours) 44,800 (A)
Semi Skilled 65.00 x (480 hours 400 hours) 5,200 (F
Un-SkilledWorkers 50.00 x (320 hours 200 hours) 6,000 (F
Total 33,600 (A) + 7,800 (F) + 7,000 (F) 33,600 (A)

(iv) Labour Mix Variance
= Total Actual Time Worked (hours) x {Average Standard Rate per hour of Standard Gang
Less Average Standard Rate per hour of Achaalg} @ On the basis of hours worked
= 1,980 hours x (1,14,400/ 1,760 hrs; 1,440hrs x 70 + 360hrs x 65 + 180 hrs x

50/1980hrs)
= 4,500 (A)
Labour Mix Variance
Types of Std. Rate ~ (Revised Actual Hours Workédtual Hours Amount
workers Worked) ()
Skilled 25,200
70 x (1,080 hrs; 1440 hrs.)
Workers (A)
o 11,700
Semt Skilled 65 x (540 hrs; 360 hrs.) )
Un Skilled
50 x (360 hrs; 180 hrs.) 9,000 (F
Workers
Total 25,200 (A) + 11,700 (F) + 9,000 (F) 4,500 (A)
(v) Labour Idle ime Variance
Types of _ Amount
Standard Rate x (Hours PaicdHours Worked)
workers ()
Skilled
70.00 x (1,600 hours1,440 hours) 11,200 (A)
Workers
Semi Skilled 65.00 x (400 hoursg 360 hours) 2,600 (A)
Un-Skilled
50.00 x (200 hours 180 hours) 1,000 (A)
Workers '8'
Total 11,200 (A) + 2,600 (A) + 1,000 (A) 14,800 (A) P
Verification: Ej
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Labour Cost Variance

= Labour Rate Variance + Labour Efficiency Variance + Labour Idle Time Variance
= 6,400 (A) + 18,800 (A) + 14,800 (A)40,000 (A)
Labour Cost &fiance

= Labour Rate Variance + Labour Efficiency Variance
= 6400(A) + 33600(A)=0000(A)
In this case, labour idle time variance is a part of labour efficiency variance.

Working Notes:

Standard Cost Actual (1600 units) )
Category Revised Actual Hours
Hrs. Rate | Amt. () Hrs. Rate Amt. ()

. 960 1440 1080
Skilled 70

(30Wx40x1,600/ 2, 000 67,200 (40Wx36) 75| 1,08,000 (1,980x6/11)

Semi 480 65 360 540

Skilled (15Wx40 x1,600/2,000 31,200| (10Wx36) 60 21,600 (1,980x3/11)

i 320 180 360
Unskilled 50

(10Wx40x1,600/2,000) 16,000 (5Wx36) 52 9,360 (1,980x2/11)

Total 65| 1,14,400 1980 1,38,960 1980

11.
Workings:

Take the good output of 195 Itr. The standard quantity of material required for 195 Itr. Of outpu

is 195/ 80 x 100 = 243.75 ltr.
Statement showing computation of Standard Cost/Actual Cost/ Revised AcQuadntity

Material Standard Cost Actual Cost
Quantity Rate | Amount | Quantity | Rate | Amount
[SQI (Kg.) | [SP] | [SQ x SP]| [AQ] (Kg.)| [AP] | [AQ x AP]
() () () ()
A (60% 0R43.75 Itr.) 146.25 40 5,850.00 140 42 5,880
B (40% 0f243.75 Kg.) 97.50 60 5,850.00 110 56 6,160
243.75 11,700.00 200 12,040

Note: SQ = Standard QuantityExpected Consumption for Actual Output

AQ = Actual Quantity of Material Consumed
SP = Standard Price Per Unit
AP = Actual Price Per Unit

Computation of Variances:

Material Cost Variance = SQ x SRQ x AP
146.25 Itr. x 40¢ 140 Itr. x 42 = 30.00 (A)
97.50 Itr. x 60¢ 110 Itr. x 56 = 310.00 (A)
30.00 (A) + 310.00 (A)

A
B
Total

{1 wo{l ¢!
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12.

= 340.00 (A)
Material Usage Variance = SP x (SAQ)

A = 40 x (146.25 Itrg140 Itr.) = 250.00 (F)
B = 60 x (97.50 Itr¢ 110 Itr.) = 750.00 (A)
Total = 250.00 (F) + 750.00 (A)
= 500.00 (A)
Material Price Variance = AQ x (8RP)
A =140 Kg. x (40¢ 42)= 280 (A)
B =110Kg. x (60¢ 56) = 440 (F)
Total = 280 (A)+ 440 (F)
= 160 (F)

(i) Direct Material Cost Variance = Direct Material Price Variance + Direct Material Usage
Variance
= 4,80,000 F + 48,000 F = 5,28,000 F
OAABRISGSR hdziLdzi odzyAid&v
Fixed Production Overhead Expenditure Variance
= Budgeted Fib@Overhead Actual Fixed Overheads
= Budgeted Output x Standard Overhead Ratetual Fixed Overheads
1,80,000 A = Budgeted Output x 360 (5 hrs @ 72)- 45,00,000

Budgeted Output = 45,00,000- 1,80,000 + 360 = 12,000 units
(iif) Quantity of Materials purchased (in kilograms)
Material Price Variance = Actual Usage (Standard Price peA&mal price per kg)
4,80,000 F = Actual Usage (24- 22)
Actual usage in kgs = 4,80,000- 1,80,000 /2 =240000 Kgs
O AL@G dzl £ h dzl Lddzd o6 dzy A G &0

Adual Direct Wages 43,92,00
Direct labour rate variance 69,120 4
Direct labour efficiency variance 33,120

Standard labour cost for actual output 43,56,00

Actual Output = Standard labour cost for actual outp&tandard wage rate per uni
= 43560006 360 ( 72 *5) =12100 units
Alternatively, let X be the actual quantity of output
Then, Standard Quantity of input for actual output 'X'
20X =SQ
Material cost variance = (SQ x SEAQ x AP)

{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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13.

5,28,006- (20 X x 24)-(2,40,000 kg x 22)
480X = 52,80,000 + 5,28,000
480X = 58,08,000
X = 58,08,000 + 480 = 1200 Units
0A000dzr £ K2dzNE 62NJ] SR
Labour Efficiency Variance = Standard Labour Rate (Standard time for actual output
Actual time)
33,120 E 72 (5 hours< 12100 units Actual time) 460 hours= 60,500 hours Actual
time
Actual time = 60,500 460 = 60,040 hours
6 A @G dz £ g 3S NI GS LISNI K2 dzNJ
Actual Wages paid = 43,92,000
Actual hours worked= 60,040 hours
I Ol dzl £ 21+ 38 NI i 62 s NINKA depD deNdBvdupNI K 2 dzNJ
OOAR®2dzNI O2aid @I NAI yOS
' [F02dzNJ N* S GFNRFYOS b [062dzNJ SYOASyOe
69,120 A+ 33,120 F
36,000 A
(viii)Production Overhead Cost Variance

= Actual Output x Standard overhead rat&ctual Overheads Incred
= 12,100 units x 360- 45,00,000

43,56,0000 45,00,000

1,44,000 A

22NJAy3 b2GdSay
M dCalculation of Standard Man hours
When 100 workers work for 1 hour, the standard output is 50 units.
Standard man hours per umit100 hourd 50 urits = 2 hours per unit
H dCalculation of standard man hours for actual output:
= 1,920units x 2 hours = 3,840 hours.
0 dCalculation of actual cost

Type of No of Actual Rate | Amount Idle Hours Actual hours
Workers Workers | Hours Paid| ( ) () (5% of hours paid Worked

D NR dzLJ 10 400 12.40 | 4,960 20 380

D NR2 dzLJ 30 1,200 12 14,400 60 1,140

D NR dzLJ 60 2,400 11.40 | 27,360 120 2,280

{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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100 4,000 46,720 200 3,800

n dCalculation of Standard wage Rate:
Labour Efficiency Variance = 480F
(Standard hours for Actual pduction¢ Actual Hours) x SR480F
(3,840¢ 3,800) x SR =480
Standard Rate (SR) = 12 per hour

14.

{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf

. Total Labour Rate Variance

. Total Labour Yield Variance

Total Labour Cost Variance
= (Standard hours x Standard Ratéfctual Hours x Actual rate)
= (3,840 x 123 46,720 = 640A

= (Standard Rate Actual Rate) x Actual Hours

D NR dzLJ W12d0) dooom = 1604
Group¥. Q -M2) 12004 = 0
D N2 dzLJ LEZI.]QlO)lZAOﬂ M = 1,440t

1,280}

Total Labour Gang Variance
= Total Actual Time Worked (hours) x {Average Standard Rate per hour of Standard Ga
-Average Standard Rate per hour of Actual Gan@asn the basisfdours worked
= 3,800 x (123,840x12 3800)
r'n
[Note: As the number of workers in standard and actual is the same, there is no
difference in mix ratio, so labour gang variance will be NIL]

= Average Standard Rate per houiSthndard Gang x {Total Standard Time (hours)
Total Actual Time worked (hours)}

=12 x (3,84@ 3,800)

= 480F

Total Labour idle time variance

= Total Idle hours x standard rate per hour

=200 hours x 12

' Zdnn

Material Usage Variance Std. PricéStd. Quantityg Actual Quantity) q
= 90 (9,000 kg 8,900 kg.) O
= 9,000 (Favourable) &
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il. Material Price Variance = Actual Quantity (Std. PriceActual Price)
=8,900 kg. (90¢ 92)= 17,800 (Adverse)
iii. Material Cost Variance = Std. Material Cost Actual Material Cost
=(SQ x SR)(AQ x AP)
= (9,000 kg. x 90)¢ (8,900 kg. x 92)
= 8,10,000¢ 8,18,800
8,800 (Adverse)
iv. Labour Efficiency Variance = Std. Rate (Std. HougsA\ctual Hours)
80 (9,000/10 x 8 hours 7,000 hrs.)
80 (7,20 hrs.¢ 7,000 hrs.)
16,000 (Favourable)
v. Labour Rate Variance Actual Hours (Std. RateActual Rate)
=7,000 hrs. (80¢ 84)
= 28,000 (Adverse)
vi. Labour Cost Variance Std. Labour CostActual Labour Cost
= (SH x SRYAH xAR)
= (7,200 hrs. x 80)¢ (7,000 hrs. x 84)
= b5,76,000¢ 5,88,000
12,000 (Adverse)
vii. Variable Cost Variance = Std. Variable CosgtActual Variable Cost
= (7,200 hrs. x 20)¢ 1,40,000
= 4,000 (Adverse)
viii.Fixed Overead Cost Variance= Absorbed Fixed Overlieactual Fixed Overhead
= 250/10 kgs x 9,000 kgs 2,60,000
= 2,25,000- 2,60,000 = 35,000 (Adverse)

M @

I. Material Usage Variance = Std. Price (Std. Quanttgtual Quantity)
' don o wmvyZ@anm=ny BP0
' Mmy>ag8ho@2dzN> of SO

ii. Material Price Variance = Actual Quantity (Std. PriceActual Price)

=17,800kg. (90¢ 92)= 35,600 (Adverse)

iii. Material Cost Variance = Std. Material Cost Actual Material Cost
= (SQ x SR)AQx AP)
= (18,000 kg. x 90)¢ (17,800 kg. x 92)
= 16,20,000; 16,37,600
= 17,600 (Adverse)

{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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iv. Labour Efficiency Variance = Std. Rate (Std. Hpficsual Hours)
100 (1,800 units x 814,000 hrs.)
100 (14,400 hrs; 14,000 hrs.)
40,000 (Favourable)
v. Labour Rate Variance Actual Hours (Std. RateActual Rate)
14,000 hrs. (100¢ 104)
56,000 (Adverse)
vi. Labour Cost Variance Std. Labour CostActual Labour Cost
= (SH x SR)AH x AR)
= (14,400 hrs. x 100)¢ (14,000 ns. x  104)
14,40,000; 14,56,000
16,000 (Adverse)
vii. Variable Cost Variance = Std. Variable Gd@sttual Variable Cost
(14,400 hrs. x 15)¢ 2,17,500
1,500 (Adverse)
viii. Fixed Overhead Cost Variance = Absorbed Fixed Ovec¢h&cetdal kxed overhead
= (1,800 units x 400)-  7,68,000
= 7,20,000¢ 7,68,000 = 48,000 (Adverse)

M @
Material Variances:
, SQ SP | SQxSH RSQ | RSQ x SH AQ xSP AP | AQ x AP
Material AQ
(WN1)| () () | (WN2) () () () ()

A 940 kg.| 90.00| 84,600 | 886 kg.| 79,740 | 900 kg.| 81,000 |86.00| 77,400
B 705 kg.| 60.00| 42,300 | 664 kg.| 39,840 | 650 kg.| 39,000 |65.00, 42,250
1645 kg 1,26,900| 1550 kg| 1,19,580 | 1550 kg| 1,20,000 1,19,650
WN¢ 1: Standard Quantity (SQ):
Material A-[(800kg/ 0.9 x 1400kg.) x 1480 kg939.68 or 940 kg.
Material B [(600kg/ 0.9 x 1400kg.) x 1480 kg.] = 704.76 or 705 kg.
WN¢ 2: Revised Standard Quantity (RSQ):
Material A-[(800kg / 1400kg.) x 1550 kg.] = 885.71 or 886 kg.
Material B [(600kg / 1400kg.) x 1550 kg.] = 664.28 or 664 kg.
(a) Material Cost Variance (A + B) = {(SQ x &) x AP)}
={1,26,90@; 1,19,650} = 7,250 (F)
(b) Material Price Variance (A + B) = {(AQ *¢$RY x AP)
={1,20,00@; 1,19,650} = 350 (F)
(c) Material Mix Variance (A + B)= {(RSQ x¢HRQ x SP)}
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={1,19,58@; 1,20,000} = 420 (A)
(d) Material Yield Variance (A + B)= {(SQ >¢8R$Q x SP)}
={1,26,90@; 1,19,580} = 7,320 (F)
Labour Variances

Labour

SH (WN3)

SR
()

SH x SK
()

RSH
(WN-4)

RSH x S}
()

AH

AH x SR
()

AR
()

AH x AR
()

Skilled

1,116 hrs

75.00

83,700

1144

85,800

1,200

90,000

71.00

85,200

Unskillec

893 hrs

44.00

39,292

916

40,304

860

37,840

46.00

39,560

2,009 hrs

1,22,992

2,060

1,26,104

2,060

1,27,840

1,24,760

WN¢ 3: Standard Hours (SH):
Skilled Laboug [(0.95 x 1,000hr / 0.90 x 1,400 kg.) x 1,480 kg.] =1,115.87 or 1,116 hrs.
Unskilled Laboug [(0.95 x 800hr / 0.90 x 1,400 kg.) x 1,480 kg.] =892.69 or 893 hrs.

WNC¢ 4: Revised Statard Hours (RSH):

Skilled Laboug [(1,000hr / 1,800 kg.) x 2,060hr.] =1,144.44 or 1,144 hrs.

Unskilled Laboug [(800hr / 1,800 kg.) x 2,060hr.] = 915.56 or 916 hrs.
a) Labour Cost Variance (Skilled + Unskilled) {(SH x SRXAH x AR)}

={1,22,992; 1,24,760} = 1,768 (A)
Labour Efficiency Variance (Skilled + Unskilled) = {(SHX/ARX SR)}

b)

={1,22,992; 1,27,840} = 4,848 (A)
c) Labour Yield Variance (Skilled + Unskilled){(SH x SRYRSH x SR)}
={1,22,992; 1,26,104} = 3,112 (A)

17.

Working:

Quantity of material purchased and used.
No. of units produced 1,000 unit
Std. input per unit 30kg
Std. quantity (Kg.) 30,000 kg
Add: Excess usage 7,200 kg
Actual Quantity 37,200 kg
Add: Closing Stock 10,000 kg
Less: Opening stock 5,000 kg
Quantity of Material purchased 42,200 kg

i. Direct Material Price Variance:

= Actual Quantity purchased (Std. Pricactual Price)
= 42,200 kg. (350¢ 365) = 6,33,000 (Adverse)
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Direct Material Usage Variance:

= Std. Price (Std. QuantityActual Quantiy)

= 350 (30,000 kg, 37,200 kg.) = 25,20,000 (Adverse)

Direct Labour Rate Variance:

= Actual hours (Std. RateActual Rate)

= 5,300 hours (80¢ 82) = 10,600 (Adverse) Direct Labour Efficiency Variance:
= Std. Rate (Std. hougsActual hours)

= 80 (1,000 units x 5 hours5,300 hours) = 24,000 (Adverse)
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CHAPTER31BUDGET AND BUDGETARY CONTROL

t!lweyY L/VTL tlH{¢ 9-la v;9{¢Lhb{
t wh. [c8va da&@gmml NJ av
PQR Limited manufactures three produeBroduct X, Product Y and ProducfTBe output for the
current year is 2,50,000 units of Product X, 2,80,000 units of Product Y and 3,20,000 units of Product
Z respectively.

Selling price of Product X is 1.25 times of Product Z whereas Product Y can be sold at double the price

at which prodwt Z can be sold. Product Z can be sold at a profit of 20% on its marginal cost.

hiKSNI AYF2NXIFoa2y IINB a F2tft26ayY

Product X Product Y| Product Z
Direct Material Cost (Per unit) 20 20 20
Direct Wages Cost (per unit) 16 24 16

Raw material used for manufacturing all the three products is the same. Direct Wages are pdid @

per labour hour,

Total overhead cost of the company is52,80,000 for the year, out afhich 1 per labour hour is
variable and the rest is fixed.

In the next year it is expected that sales of product X and product Z will increase by 12% and 15%
respectively and sale of product Y will decline by 5%. The total overhead cost of the cdormiey
next year is estimated at 55,08,000. The variable cost ofl per labour hour remains unchanged.
It is anticipated that all other costs will remain same for the next year and there is opening and closing
stock. Selling Price per unit of eacloguct will remain unchanged in the next year.

wSlj dzA NBRY

Prepare a budget showing the current position and the position for the next year clearly indicating
the total productwise contribution and profit for the company as a whole.

t wh. [cB¥ OadmialHMJ a v
{fw [GR® Aa | YIydzZFI OGdzZNBENJ 2F DI N¥YSyiaome2 N
O2YYSYyOAy3a 2y mMaid ! LINAf HAHHY LINPRdzOa2y gAf|f
2yte MHInAnn K2dz2NE 2F ROAINSOXY f $10@KZNY K2 d#N® S Af
For market reasons, production of either of the two garments must be at least 28% pfoduction
of the other. Estimated cost and revenue per garment are as follows:

Shirt () Short ()
Sales price 60 44 -
Raw Materials I
Iy
Fabric @2 per metre 24 12 &fa)
Dyes and cotton 6 4 L
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Direct labour @ 8 per hour

Fixed Overhead @ 4 per hour

Profit 18 22
From the month of July 2022 direct labour will no longer be a constraint. The company expects to
able to sell 15,000 shirts and 20®@horts in July, 2022. There will be no opening stock at the
beginning of July 2022.

Sales volumes are expected to grow at 10% per month cumulatively thereafter throughout the year.

Following additional information is available:

1 The company intends to agr stock of finished garments sufficient to meet 40% of the next
month's sale from July 2022 onwards.

1 The estimated selling price will be same as above.

wSlj dzZA NBRY

L ®Calculate the number of shirts and shorts to be produced per month in the first quarter o
financial year 2022023 to maximize company's profit.

L L Rrepare the following budgets on a monthly basis for July, August and September 2022:

L L Sates budget showing sales units and sales revenue for each product.

L + Froduction budget (in units) for each product.

t wh. [cBYa obMm | NJ a v
The Accountant of KPMR Ltd. has prepared the following budget for the coming year 2022 for its
G2 LINRPRdzOGA W!,9Q YR W%, 9QY

Particulars t NBRdzOG| t NB RdzO{

Production and Sales (in Units) 4,000 3,000
Amount (in ) Amount (in )

Selling Price per unit 200 180
Direct Material per unit 80 70
Direct Labour per unit 40 35
Variable Overhead per unit 20 25
Fixed Overhead per unit 10 10

After reviewing the above budget, the management has called the marketimg bes suggested that

be

=3

by promoting the products on social media, the sales quantity of both the products can be increased

by 5%. Also, the selling price per unit will go up by 10%. But this will result in increase in expenditure

on variable overhead and &d overhead by 20% and 5% respectively for both the products.
You are required to prepare flexible budget for both the products:

L e N
U FISJT1

0 A Before promotion on social media,
0 A Aftér promotion on social media.
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t wh. [caYa oHWiMa | NJ a0
PSV Ltd. manufactures asdlls a single product and estimated the following related information for
the period November, 2020 to March, 2021.

5 b2@SY| 550SYd WI ydz| CSoNXzl al NOH

t I Nb Odzf | N
HNHN HHN HNHM HAHM HOHM

hlLSyAy3a {Gdz20
... TZp ozn dzn yZn cxzn

D22Ra oAy | YA
{IrtSa oAy ! yaA 0Nz op ] 0y ZJ Hp X J nnsj
{StfAy3a t NAOS M /1 M H M p M p H /1

l RRAa2ylIf LYF2NXIoa2YY

1 Closing stock of finished goods at the end of March, 2021 is 10,000 units.

1 Each unit of finished output requires 2 kg of Raw Material ‘A" and 3 kg of Raw Material 'B'.
.2dz I NB NBIljdZANBR (2Y

t NB LIFKNSS T 20 dzRBS\yaT T2 NJ (0 K 8 n WIS NJa HRIEHES OB 2yo BRESE g | 3
0 ASales Budget (in)

0 APkoduction budget (in units) and

0 AREaw ndaterial Budget for Raw material ‘A" and 'B' separately (in units)

t wh. [cPYa oHWgN/a | NJ & 0
. % [GR® A& BlyAHISAIdNA YIE 2T HhEZdhad ik D6 DA LINE b
LISNI Fyydzy 6Flairad /2YLIye Aa Ay (GKS LINHOSHa 27T
H® LG KIFI& LINPGARSR (KS F2ft26Ay3 AYTF2NXNIoa2YyY
5ANBOG al GSNRAI§ c AJSNJ d
5WB OO0 [ | 62 dzNJ o AJSNJ d
Indirect Overheads:
CAESR cpZpABMNi yydzy
+F NAF of BRISNI dzy A i
{SWAE NAFOofpSnnInnn LISN FyydzyY gznlzin2anc&2NDOS 5 QOR G p
OF LI OAGe@ 2NJ LI NI KSNB2 N zZ & 2 Ny #e@’s yob NB IO S A yf
OF LI OAGe 2NJ LI NI GKSNB2Fo
[ 2YLI y& RS&AANBA HIp2Z nSU2Nd/n A+ AANB UK S T8 ST NP [/ 2 YL v
gAft 2LISNIGS G pre: 2F OFLI OAGE FT2N UakHIG KENE
GKNBS Y2yiKa FyR F2NJ GKS olflFyOS (KNBS Y2yiaKa.
.2dz I NB NBIljdzZANBR (2Y g
M U Determine the average selling price at which each of the toy should be sold to earn the desirg

fit. 0
profi &

H U Given the above scenario, advise wihet company should accept an offer to sell each Toy at: L

—
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t wh. [cBYa Oblpal NJ &0

D [GR® YIydzFI OGdzNBa | aiay3atS LINRRdAzO
t NBaSyd cadrmsSsanmeif dzeaf AaSa 2yfte crm:

{StfAYy3I LINAOS mnldSNI dzy A i
+F NAIFofS O02a% oAaISNI dzy A i
{S¥WA NAI 6t S SEWSFanSa PESN dy A i

T2N 6 KA

OF LI @xtidftBW

CAESR SELSya8amzInnlzihnaNBaSyid f SOStInBEOYHVRBR|

I 0 2y80 LI OAGed

C2dz | NS RNRI2dZALINB LI NB | bSEAGE S 6 dzR3I S Eyasd: yIRa

MnE:S@St ao

t wh. [c9Ya omihpal NJ a0

cftft2¢gAy3a RIGF Aa FT@LATLI0ES FT2NJ

t./

[ GRDY

{GFYRINR 62NJAy3 K2dzNA yK 2 dzNE&
al EAYdzy /LI OAG @
I Oldzl £ @2NJ] Ay 3

A 2 s oA >

LISR &R LIS
cBYLX 28SSa
pBYLX 28553

| OlidzZl £ K2dzNB SELISOGSR (2 y T nkn2ndzNE&
{GFyRIFINR K2dz2NB SELISOGSR B> d /K2 dzNE
I Ol dzl f K2dzNE wSER8] SRISNK 2R T I pKn2ndzNE
{GF YyRINR K2 dzN#z¥IS SNy SR NA ¥ y ¥ yKm2ndzNE

¢KS NBfFGSR LISNA2R Aa 2F F2dzNJ 6SS1ao

(i) Efficiency Ratio

(i) Activity Ratio

(iif) Standard Capacity Usage Ratio

(iv) Actual Capacity Usage Ratio

(v) Actual Usage of Budgeted Capacity Ratio
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I LINR f Tpmay Al a
al @ yn ndey A U &

¢2 YIFydzZFlF OGdz2NBE 'y St SO0 NRwWApOn n3 I ARE SAIYEO dzNNERIR YTRyF

RSFESNA 0 | HWyMSANEF BRBS0S 2F0dza 2 YSNE @B G § S

aStftAy3a LINAROS®

LI NG FNRY FBrRS MiyWIGES W 603 Y SNASa | NB NBIj dzi NBR

A N s

glyta (2 K2fR ad201 27F o0 §gSNASAT IYUS EilK SY 28/URK 4257
YR (2 K2fR 40201 2F YPpE&RFHASAdNSREIGINRYE KA a0 & I

opazyAtla 2F oh AHFNRKEA2FY R ydzZFl Ol dzNBWR G AWR ¥ 8261 AB (P S
wSlj dzA NBRY
A dPrepare production budget (in units) for the month of January, February, March and April.
A APgepare purchase budget for batteries (in units) for the montldariuary, February and March
and calculate profit for the quarter ending on March.
t!'weyY ow9+L{Lhb ¢9{¢ t!tow{ov
t wh. [ca 6 HIBh ta H B
XY Co. Ltd manufactures two products viz., X and Y and sells them through two divisions, East and
West. Fotthe purpose of Sales Budget to the Budget Committee, following information has been
made available for the year 20416b:
t N2 R dzO . dzRISGSR { I f I Oddz £t { IS
9FLad 5A 2S5ad 5A 9Lad 5A 2S5Sad 5A
nnn dzydi cnn dzydi pnn dzydi Tnn dzydi
. onn dzyA@ipnn dzyA@iHnn dzyA@innn dzy A
Il RSljdz- S YIFN] SO addzRASa NBGSIE GKFG LINRRdzO
LINA OS 257 aSRu®D AYIOMIAET > UYyR | NBIFIR& YINJSGP hy
GKS LINAOS 2Fwm, ANA oNBRIZEERSOY¥2NE RSYIFYR Ay GKS
KFa 3INBSR F2NJ 0KS I T2NBal AR QRNARYSS DKH WH SEHKPS hN
alftSaySys ¥F2fft2¢6Ay3 SasYlIiSa KIFEZS 06SSy LINBLI NI
t SNOSydadr3S AyONBIFrasS Ay alfsSa 20SN) 0dzZRISGSR &l f
t N2 RdzO 91 al 5AQAA 2Sa0 S5AQAAA
bwm g : bp:z
, bH %2 bm E:
2 A0K GKS KSf LI 2Fy A yOQISY WA XEY I RPENBASNEI | RRAZE2 )
I 0 2W8Sy a2y SR SadaaYlIUSR alftSa o0& 5AQAaAA2Y T al T3
t SNOSy (38 AyONBIF&S Ay &l t8a 20SN) 6dzRISGSR @l f
t N2 RdzO i 9 al 5AQAa 2Sa0 5A0A
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bm g2 bpi:
. bH /E2 bm g :
2 A 0K (KSTFKEYGSYaAdS [ RASNbaSYSyid OF YLI ATYysS F2i
I 0208y a2y SR SadaYlIUSR alftSa o0& S5AQBAaA2Y LT al y3e
t N2 RdzOii 9 al 5AQAa 2Sa0 5A0A
cmzy A& T mzy A G A
. nmzy A G a pazy A G &
. 2dz F NB NBLHANBBRI i 84 LWWNGzZRIEASINITRWO 2MIdDNF ay I | 62 €
aK2¢ 0GKS . dzZRISGSR { I tSad I yR ! Oldzr t {IfS&a 27F| n.
t wh. [chd® Owe¢HO bht
CKS AYT2NXI o2y 2F waliRONDENI GKS SEEWNI SYRSR
Y2 dzyWi o
5ANBOG YFGSNRAI T a MTZpPpAZAn
5ANBOG ¢ 3Sa MHZIPpAZAN
+F NAIFo6fS FILOG2NE 20SNKSIHR OZpnzInnn
CAESR FIFOG2NE 2@0SNKSI R MHZANZAN
hidKSNJ gF NAlofS O2aia cInnzInnn
hiKSNJ UESR 024aia nnnzInnn
t N2 Ui yIpnInnn
{IfSa TAZNNZANN
5dzZNAy 3 GKS &SI NEG deKISR O2 &r2J WORR Rdzg@lzFx O- 'y R |3 |
hdzi Lddzi odzyAdavo yZnnn nznnn
{StfAYy3 LINKROS LISNI dzyAld 6 cnn ppn
S5ANBOGO YIFGSNAI T LISNI dzy A M MPT ®p
5ANBOG ¢l 3&a LISNI dzy Al o hn MOH®Dp I
+ NAFoftS FIFIOG2NE 20SNRSYVRAEISENBTI RARRNDSERgIF aSkE |
I NB O2YLlziSR Fay
CAYAaKSR al 04SN al 4SNRI
hLISyAy3 {042 H 3 pdayrA O & T 3 plyan n > mnan
[ f2aiy3a {02 o X ndmymA U & y = mndn p = plan
wSlj dzA NBRY
a) CALCULATE number of units of product proposdxteold and selling price per unit, o
b) PREPARE Production Budget in units, and %
c) PREPARE Material Purchase Budget in units. @
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a) Before marketing efforts

b) After marketing efforts.

—+—&@sNM-H

{fI1wo{l ¢! C2NJ/! FtyR /a! py {1 wo9{Il ¢! tNRBFSaarzylff]|/

Ny



I b{29w{
v
OlOOA. 0dzRISG &aK26Ay3d OdzNNByYy(d LIaAAs2y 2F G20l f
t F NbOdzf | NE t NER(t NPRd4 t NER( ¢20l
1) 00 LZ21)) 00
| |IGANBOFGSNRLEFE O H 1l H H /]
5ANBOU 41 3Sa O M C H M M C
I |2 NXAI6fS 2@FSNK n C n
OwWwS TSI 2D
5 (¢201Ff @FNRARFOES n p I n /i
0240 LISNJ dzy Al
9 [ RRY W NRUI5® Tt Tt y
C|{StfAy3d LINRAROS Tt Tt ny
D/t NAOS 6SA3IKI M D K H M
| |[{StfAYy3 LINROS C I hc ny
LINAOS 2F t NP Rdz
L |/ 2y G NALOSIxE 2dB/ 6\ H Il n g y
Wi vdzZ yatGé G2 o685 HXpn HXYyN| OXHAN
Y | ¢2012(y INAOdzoa 2y |pASNAMIHYIYHPICAHIJENDS
[ [CA BhSHE NK S| R &mow MO S H
a |t N2UQG MZ M3k
22NJ AY3I b20GSay
{ SANB3IAlI a2y 2F hOGSNKSIRa& Aydu2 GFINARIOES |yR
t I NbOdzf  NAE| t NPR(t NBR|t NBR| ¢210l
) L B v W 6 0
I e201Ff 20SNKSFR ( Tt Tt Tt PHZIZIY N
[ 1 62 dzNJ K2 dzNJ LIS NJ n n
2aimMp wSo
/| vdzZ yeali@& LINPRAZOSEHZIpANIHZIYyN]oZHA]
5 C2@HINAFOES 20SNIMASAAMCIY /MHIYyJOodIcCn
9 CAESR 2@0SNKSI R ( MO X H N
AADO . dzRASD iy SBER s@8RJAUANIZY 2F G201 f LININRAIGH 04X
t P NbOdzf I N t NER( t NP Rdz{t NEBRd ¢20l f
() 00U 00U 00 &fa’
{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf

fﬂé

Ny



{ St fAYy 3 LINR O C ® n
2 Y 0 NAL3Sd3d gy A H n V]
vdzZ yodi® &@2fR HEy N HXcc o0ZXZcy
™ M HZ dhp:2| ™ pZ
HZp ng HXZYy Nng o0 2ZH e
¢c20GFt /2yUNRQG pcXVl] MIHHI HMPEIN| HIATZI
CAESR h@SNK 3k MO X H
t N2 U MZdn
22NJAY3 b20GSay
M®{ SANBIl a2y 2F hOSNKSIRa Aydz2z O NARFofS |
tF NbOdzf |t NERdjt NERdj t N2Rd| ¢20l
60 60 60 60
I [¢20Ff 2O0SNKS Tt Tt Tl pp XNy
[ F 02dzNJ K2 dzN n c n
OW5ANBOG oS
vdzl yaG@& LINPH HXyn| HZcc| oZcy
5 (¢20Ff GFNRAFOS MMIHA MPXdc MONISTHNMIYY
024l w. P/ 8
9 [CAESR 2 @S NK8S MOMHX S |
HO
610
L& I f£OdAf a2y 2F ydzYoSNI 2F AKANIL & 9 aK2NIa
[ 2y U0NROdza 2y LISNI f I 62 dzNJ K2 dzNY
{ KAN { K2N
60 60
! {FfS&a t NROS LISNJ dzy A i c 1 nn
+F NAIFo6fES /2ady
nwl ¢ YIGSNRI £ a 0 I M ¢
M5ANBOG I 62 dzNJ y n
oy Ha O
/ ] 2YGNROdza 21y 8 LISNI dzy A i ! H H Hl =2
[ 1 02 dzNJ K2 dzNJ LISNJI dzy A MK 2 ¢ N1 dKp2 ¢ &’3’
| 2YGNROdza 2y LISNJ £ 62 dzNJ K H H ny [
{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf




t NE Rdz®d 3y FIINJ G KS UNXEI

{AYyOS>T {K2NIla KFra (0KS KAIKSNI/ 2yGNAOGdz2Y
HP 2T {K2NIaod ¢KS ljdzryaide gAff 06S RSUGSNIYA)
[ SG GKS vdzZ yaiie 2F {KeNpalieSy - | yR { KANJI
OVREFDP{ K2NIia P flFo62dzNJ K2dzNJ LISNJ dzyAldv b ov
K2dzNBE | dFAflofS

h NE nd6iKp2 dNDO-HEIRG2 dzNdb = K 2 dzN&

h NGED pisd-H pAiH = h NE

NnoT MU I NN

hNEMHZIAmdT p

rMcIdzyy hGa 2F { K2NIa

¢ KSN2NB>X F2NJ { KANIGn Tndemfinp & 2F mcInnn dzy Al

t N2 RdzOsa 2y LISNJ Y2y (iK F2NJ 6KS UN&I
{ K21NJG & dzyf A G & T8 I fdEyRANTIES

GKNBS Y2y iKay

ax

j dz NI SNJ ¢

LL®
OMOfSa . dzZRISEG F2NJ GKS Y2yHinkNH2 T Wdz €3 | (
Wdzl & H H ! dz3 ded@ & H { S LIG S M.
{KAN {K2N {KAN {K2N {KAN {K2NJ
[ {1ftS& RS wMpZsj HAZJ MCI HHZJ MyZN HNXH
{StftAy3 cn nn cn nn cn nn
dzy Ad 0
I 1{+tSa w§ dwZnnlySyn] dZbn]dZcyd mnIyd mnZcn
0
OAAD t NP RdzOa 2y 0dzRISG F2NJ (HKnSYHY2y 0K 2F
Wdzf BHH | ! dz3dzaih { { SLIGSYHE h Ol 210/6HN
(KAN{K2N{KAN{K2N{ KAN{ K2N{ KAN{ K2\
! hLISyAy3 n nlcc| yXy| TZH( PpZc
. {IfS& R|MPIZJHANZIMCIQHHIJIMYZINM HNIHM®PIqHCZIQ
/ [ ft2aAy3| cZc| YZY| TZH| (pZc| TZdYy MNn2q
5 t NPRAzOS |HMIqHY ZYMTINHHIY MWYXI ( HpP Z N
w. BB
od
6AQf SEAO0ES . dzRISG 60STF2NB LINRBY2a2Yy0
t F NbOdzf I '} t NP RIdz@H] t NP RizQdi ¢c20l f
t N2 Rdz20a{2lyt Sa nsn 0Xn =
I Y 2 dzyll LY2dzyt] ! Y2dzyo 2=
' {FfSa =+ fdzS y XN pXnn MO XM/l &s
0 HAP X 0 myPo X L
{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf

1z3 «

Ny



¢ GANBOUG al GSN OXHAN HXMA pXon
Oy /m®nzn 0T /R0 Z
/| ¢ 5ANBOG I 02d; MZC MZnp HZIcp
O n/mnZn 0 ofPFo Z N
5d £ NAIFo6fS hgS y nsj TpX MZpp
O H /PN Z 0 H [P0 X |
9¢ ¢2 &I INAI2DXS o p>cn 0Xdn b pn
C{ / 2y (N aedoe 2 Y HZnn MZpn 03 dn
D¢q CAESR h@SNKS nnsjJ onzJ T N/
o MmN Z N 0 MmJPO X 1O
l ¢ t N2 WO 6 C HZNn M3 HN O3 HN
t NPUG LISNJ dzy p Il n J
OAAO0 CftSEAO6fS . dzRISG o6 DSNI LINRPY2a2Y 0
t I NbOdzft N t NP Ridz@i t NP RidzQdi ¢c20l f
t N2 Rdz0{al2fySa 6 nsH 0XM
a X /Am ® X /A m pg]
I Y 2 dzyul I Y 2 dzyUl I 2 dzy
lq{ I fSa =+ f dzS P HN CXHO MpInT
O HHBN X HW 0 M RO =~ M
¢5ANBOG al SN oXoc HXHA pIpc
Oy /m®nZH O T /PO Z M
/| ¢(5ANBOG f I 02 dz MZcCy M3 M HEXTY
0 nJ/nxZH 0 opfro Z N
54+ NEFBPSNKSI R MZ NN hn 3 M dp
O HMPPN Z W 0 0/PO Z N
9¢¢2 &I INA/I XIS 6. cznan nXHPp M0
Cq/ 2y GNAaGede 2y oM Mgy PEIMT
DJCAESR h@SNKSLH NHSJ oM | TO0Z|
O nnZnwmmm 6 0N Z Nnwmp]
| ¢t N2 Wi 6 C HEXTT M>cCcC nxnn
t N2 UG LISNJ dzy A e pa
{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf

\/

ti-@SM_y

Ny



n®
(1 £8a . dzR3IS
tF NbOdzt | b2@5[ 5503 WEy3> CSox[alNE| ¢20l
{FtS&a oAy 'yl on3) opX] oy>f) HpZ| nnZI|] mMXIcy
{SttAy3a t NRO M /] M H M M H ] Tl
¢c20FFt O lfSa |oZnn|nZun|lpZtn|loXTplyZnn|l HnXcp
{t NERdOo 2y . dzRISU O6AY dzyAdaov
t I N»Odzf N b2@3| 5503 WFEy 3 CSo63z al NE ¢c20at
{IfSa onX) opX) oyX) HpZI) nnXf MIcCy
I'RR / f2aAy3d 2
UyAaKSR 322R
¢2G1rt ljdzZyaid| ooXZ) nnXf ncX) omMZI) pnxjy HIAN
[ SHadyAy3 ad
UyAaKSR 3JI22R
'yAda G2 oS HPpXf NnMXf 0oTX) HOX) nNnNX) MITH
wrké YIadmadsd o6AYy dzyAdauo
C2NJ wlk g WwIF G SNAI €
t I Nb Odzf | NA& b2@55S03WFy3yCcSo3al NE| ¢20t
''yAGa 2 0S LINPRAzZOS| HpXfnmMZjoTZJH J]
wlk g YFGSNRIFE O2yadzy H H H H H T
¢C20Ff N¥Y¢ YI O0SINRGBOEY | pMZJ yHIITNZI/NCI) yy>jo0oInm
C2NJ wk ¢ WwoIF 4§ SNAI €

0 dhZn yZn czn w~MnZj oc |

TZPp oxn dZn y Zn czn 00 2|

nnNnZAMZTnN

t I Nb Odz | NA b203 5503 WIy3CSo03 al NE| ¢240
''yAGa 2 0S LINPRdAz HpZf nMXI) OTXIJHOZ) NAONZSMITA
wlk g  YIQ2SyNRdzYLJe 2y L 0 0 0 0 0 Tt

¢20Ff NI} g YI GSNRI €

- _ _ _ TCZfEMZHO|MZIMM| CHPEIJMZIOH|PEIMM
O2yadzyYLle2y oY3IdPUOY

p®

aw {dFGSYSylG 2F /2ai

C2NJcUN C2NJ Fazl C2 NJ NB Y|
Y2yiK Y2yiKai Y2y aKa ¢20al

cZnnE cInnlE cZnng

C K M HE? 0 K MH p:] ne S 'E

'MZpn 'MZ MH 'MZpn nMHDP
dzy A dzy A dzy A dzy A

{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf

M-

. 0)
U IS

Ny




5ANBOG al (SN bz N CTIpi PnInAqHInTI|
5ANBOG f I o2 dzN npsznin ooXTq NPEZNAMIHOZT
LYRMKMBERQAI 6f S HHZp/ MCZYyT HHZIpJ CMZIyYT
LYRAKBBESR 9EL OHZTA]{ MC 0T MCXZ0oT cpZpi
Ly RA NB&IGNR SOYTA
SELSyasSa
nmc2NJ UNRG aAE
p=nn@DaIMInl yy dzyl HZpn
nC2 NJ F dzNIi KS NJ
CIpapZ AldSING | yy M3 C H
nC2 NJ F dzNIi KS NJ
y Zp apZpn ALAS NI+ y HZMH CZHPp
¢c2a0FKt /2ad MZ QH I MZO0CXI MITCcZ pZnnzy
5SAANBR t NRU Hp XA
{1 fSa @It dzS PEHPI
' SN 3S {IfSa LINAROS LISNJ ¢2@& MHY (
F pZnnInnnb wo a¥Sd ETMNRE pouFEB nifiz
FFcXpnInnnb oM aYS O6FNRY T1pm: (G2 ym:0 E pnZnapn
yzpnznnn
FO 2YLIye {K2dzZ R FOOSLIi GKS 20SNIMHiy BBRIPI AlE2 &l db| 2 ¢
00/ 2YLIl y& { K2dXIRSNICGGS LAIG GAKES | 02 OSwmA i RIS NI BIBB SR
ch
Ct SEAGES . dzR3IS
Activity Level 60% 80% 100%
Production (units) 6,000 8,000 10,000
() () ()

Sales @ 100 per unit 6,00,000 8,00,000 10,00,000

Variable Cost 2,10,000 2,80,000 3,50,000

(@ 35( 30+ 5)perunit)

Contribution (A) 3,90,000 5,20,000 6,50,000

Fixed Cost (part of seraariable cost) 60,000 60,000 60,000

Other Fixed Cost 1,00,000 1,25,000 1,25,000 g

Total Fixed Cost (B) 1,60,000 1,85,000 1,85,000 &S

OperatingProfit (A¢ B) 2,30,000 3,35,000 4,65,000 :
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() Efficiency Ratio:
' {4FyRFENR IMa@x ! Oldza tf | NBA E
'y = yKn2ndzME pKa2ndzhWkn n E
'MMT Po 22
(i) Activity Ratio
= Standard Hrs / Budgeted Hrs x 100
= 8,800 hours / 8,000 hours x 100
=110%
(iif) Standard Capacity $hge Ratio:
=Budgeted Hours / Max. possible hours in the budgeted period x 100
= 8,000 hours / 9,600 hours x 100%
= 83.33%
(iv) Actual Capacity Usage Ratio:
= Actual Hours workedMax. possible hours in a period x 100
= 7,500 hours / 9,600 hours x 100
= 78.25%
(v) Actual Usage of Budgeted Capacity Ratio
= Actual working hours / Budgeted hours x 100
=7,500 hours / 8,000 hours x 100
= 93.75%
Working Notes:
1. Maximum Capacity in a budget period
= 60 Employees x 8 Hrs. x 5 Days x 4 Weeks = 9,600 Hrs.
2. Budgeted Hours
= 50 Employees x 8 hrs. x 5 Days x 4 Weeks = 8,000 Hrs.
3. Actual Hrs. = 7,500 Hrs. (given)
4. Standard Hrs. for Actual Output = 8,800 Hrs.

8.
i. Preparation of Production Budget (in Units)
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ii. Preparation of Purchase budget
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I.  Productwise Profitability Statement for the FY 20120:
Particulars ProductX ( ) ProductY () Total ()
Output (units) 8,000 4,000
Selling price per unit 600 550
Sales value 48,00000 22,00,000 70,00,000
Direct material 11,20,000 6,30,000 ( 157.50%4,000)| 17,50,000
( 140x8,000)
Direct wages 7,20,000 5,30,000 12,50,000
( 90%8,000) ( 132.5x4,000)
Variable factory overheads 5,47,200 4,02,800 9,50,000
(76%o0f 7,20,000 (76%o0f 5,30,000)
Other variable costs 3,20,000 2,80,000 6,00,000
( 40x8,000) ( 70x4,000)
Contribution 20,92,800 3,57,200 24,50,000
Fixed factory overheads - - 12,00,000
Other fixed costs - - 4,00,000
Profit 8,50,000
[I.  Preparation of Budget for the FY 2021
Particulars ProductX ( ) ProductY () Total ( )
Output (units) 6,400 3,600
(8,000%80%) (4,000%90%)
Selling price per unit 480 440
(600x80%) (550%80%)
Sales value 30,72,000 15,84,000 46,56,000
{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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Direct material 8,96,000 5,67,000 14,63,000
( 140x6,400) ( 157.50x3,600)
Direct wages per unit 6,91,200 5,72,400 12,63,600
( 108x6,400) ( 159%3,600)
Variable factory overheads 5,25,312 4,35,024 9,60,336
(76% of 6,91,200 (76%o0f 5,72,400)
Other variable costs 2,56,000 2,52,000 5,08,000
( 40%6,400) ( 70x3,6@)
Contribution 7,03,488 (2,42,424) 4,61,064
Fixed factory overheads - - 12,00,000
Other fixed costs (110%of - - 4,40,000
4,00,000)
Profit/ (Loss) (11,78,936)
M @
Expense Budget of KLM Ltd.
Particulars 50,000 Units 35,000 Units | 70,000 Units ()
() ()
Direct Material 62,50,000 43,75,000 87,50,000
(50,000 x 125)| (35,000 x 125)| (70,000 x 125)
Direct Labour 25,00,000 17,50,000 35,00,000
(50,000 x 50) (35,000 x 50) (70,000 x 50)
Variable Overhead 20,00,000 14,00,000 28,00,000
(50,000 x 40) (35,000 x 40) (70,000 x 40)
Direct Expenses 7,50,000 5,25,000 10,50,000
(50,000 x 15) (35,000 x 15) (70,000 x 15)
Selling Expenses (Variable)* 10,00,000 7,00,000 14,00,000
(50,000 x 20) (35,000 x 20) (70,000 x 20)
Selling Expenses (Fixed)* 2,50,000 2,50,000 2,50,000
(5 x 50000)
Factory Expenses (Fixed) 7,50,000 7,50,000 7,50,000
(15 x 50,000)
Administration Expenses (Fixed) 4,00,000 4,00,000 4,00,000
(8 x 50,000)
Distribution Expenses (Variable)** 8,50,000 5,95,000 11,90,000
(17 x 50,000) (17 x 35,000) (17 x 70,000)
{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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Distribution Expenses (Fixed)** 1,50,000 1,50,000 1,50,000
(3 x 50,000)

1,49,00,000 1,08,95,000 2,02,40,000
*Selling Expenses: Fixed cost per unit25 x 20% = 5 Fixed Cost =5 x 50,000 units =2,50,000
Variable Costét unit= 25¢ 5= 20

**Distribution Expenses:

Fixed cost per unit =20 x 15% = 3

Fixed Cost = 3 x 50,000 units =1,50,000

Variable cost per unit=20¢ 3= 17

M B
a) Flexible Budget before marketing efforts:
Product A () Product B ()
6,000 units 9,000 units
Per unit Total Per unit Total
Sales 120.00 7,20,000 78.00 7,02,000
Raw material cost 60.00 3,60,000 42.00 3,78,000
Direct labour cost per unit 30.00 1,80,000 18.00 1,62,000
Variable overhead per unit 12.00 72,000 6.00 54,000
Fixed overhead per unit 8.00 48,000 4.00 36,000
Total cost 110.00 6,60,000 70.00 6,30,000
Profit 10.00 60,000 8.00 72,000
b) Flexible Budget after marketing efforts:
Product A () Product B ()
7,500 units 9,500 units
Per unit Total Per unit Total
Sales 120.00 9,00,000 78.00 7,41,000
Raw material cost 60.00 4,50,000 42.00 3,99,000
Direct labour cost per unit 30.00 2,25,000 18.00 1,71,000
Variable overhead per unit 13.20 99,000 6.60 62,700
Fixed overhead per unit 6.72 50,400 3.98 37,800
Taal cost 109.92 8,24,400 70.58 6,70,500
Profit 10.08 75,600 7.42 70,500
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0 AQalculate Total Cost for "COVIB" Insurance policy segregating the costs into four main
activities namely
a) Marketing and Sales support
b) Operations
c) L.T. Costand
d) Support functions.
0 ACaldulate Cost Per Roli
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H {dzZLISNBAa2NBR SIFOK |G F LISNI Y2YyGK & p3XInan
n NES&E SFOK d | LISNIY2YyGK &alfFNEB 2° oXnn
H 2 NR o062@a SFOK |0 | LISNIY2yGK atftl mZpn
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wSLIFANE YR alAydaSylryoSs HY 1.
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wSlj dzA NBRY
i. What is the profit per patient day atde by the unit in the year 2020, if the unit recovered an
overall amount of 200 per day on an average from each patient.
ii. The unit wants to work on a budget for the year 2021, but the number of patients requiring
medical care is a very uncertain factéissuming that same revenue and expenses prevail in the
year 2021 in the first instance, work out the number of patient days required by the unit to
break even.
t wh. [c8Ya Ohatpmmal NJ ao
I K2GSftf A& 0SAy3a Nizy AY ¢KSAKZO R DRYNB AGKY G
aABEaRHEAZ2Y Y2yiGKa Ay | &SI N
5dzNAyYy 3 GKA& LISNA2RXE KFfF 2F GKS Fdzf NR2Y NBY\
FO wm>r 2F GKS NB2Y NBYU® ¢KS T2RACEA0NFFHI NS €K
oml aHNMK I
i. Occupancy during the season is 80% while in thesedison it is 40%.
ii. Total investment in the hotel is 300 lakhs of which 80% relates to Buildings and the balance t&}
Furniture and other Equipment. T
iii. Room attendnts are paid 15 per room per day on the basis of occupancy of rooms in a &’a’
month. =
{I1wo{l ¢! C2NJ/! FYyR /a! py {1 wo9{l ¢! tNRFSaarA2yl ]| /:




iv. Expenses:

Staff salary (excluding that of room attendantsg,00,000
Repairs to Buildings 3,00,000

Laundry Charges 1,40,000

Interior Charges 2,50,000

Miscdlaneous Expenses 2,00,200

€ € & € €

v. Annual Depreciation is to be provided on Buildings @ 5% and 15% on Furniture and other
9l dZA LIYSy (i Qa 2y &adNIA3IKAG fAYyS YSIiK2RO®

vi. Monthly lighting charges are 110, except in four months in winter when it is30 per room
and this cost is on the basis of full occupancy for a month.
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wSlj dzA NBRY C

A dA statement to show the total cost of operating the vehicle for the four -week period ¢
analysed into Running cost and Fixed cost. &

A AQalculate the vehicle operating cost per km and per tonne km. (Assume 52 weeks in a year) ]
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t wh. [c9Ya Okwgmmal NJ av

M/s XY Travels has been given a 25 km. long route to run-asoatitioner Mini Bus. The cost of bus
is  20,00,000. It has been insured @3% premium per annum while annual road tax amounts to
36,000. Annual repairs will be 50,000 and the bus is likely to last for 5 years. The driver's salary will
be 2,40,000 per annum and the conductor's salary pell 1,80,000 per annum in addition to 10%

of the takings as commission (to be shared by the driver and the conductor equally). Office and

administration overheads will be 18,000 per annum. Diesel and oil will bel,500 per 100 km. The
bus will maket round trips carrying on an average 40 passengers on each trip.

Assuming 25% profit on takings and considering that the bus will run on an average 25 days in a
month, you are required to:

A dprepare operating cost sheet (for the month).

A Acdiculate fare tde charged per passenger km

twh. [c8a om¥icmmal NJ av
PQR Pens Ltd. manufactures two produc¢@el Pen' and 'Ball Pen'. It furnishes the following data for

the year 2017:
Product Annual Output Total Machine | Total number of | Total number of
(Units) Hours Purchaseorders setups
Gel Pen pZpnn HN 2NN HNnN on
Ball Pen HNXnni pnXnni nny pcC
The annual overheads are as under:
Particulars
Volume related activity costs nzTp
Set up related costs pPpXT
Purchase related costs pZnn

Calcuate the overhead cost per unit of each Produ@el Pen and Ball Pen on the basis of:

() Traditional method of charging overheads

(if) Activity based costing method and
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t wh. [condd Obtz

P Holiday Resorts offers three types of rooms to its guests, viz deluxe room, super deluxe room
luxury suite. You are required to ascertain the tariff to be charged to the customers for different type
of rooms on the basis of following information:

Types of Room Number of Rooms Occupancy
Deluxe Room 100 90%
Super Deluxe Room 60 75%
Luxury Suite 40 60%

wSyid 2F W&adzaJSNI RSt dzESQ NR2Y A& (2 0SS FTABSR
GAYSa 2F WRStdzES NR2YQ® ! yydzt SELSyasSa | NB

Particulars Amount ( lakhs)
Staff salaries 680.0(
Lighting, Heating and Power 300.0(
Repairs, Maintenance and Renovation 180.0(¢
Linen 30.0(
Laundry charges 24.0(
Interior decoration 75.0(
Sundries 30.28

An attendant for each room was provided when the room was occupied and he was »&d per
day towards wages. Further, depreciation is to be provided on building @ 5% @M lakhs, furniture
and fixtures @ 10% on 90 lakhs and aiconditioners @ 10% on 75 lakhs.

Profit is to be provided @ 25% on total taking and assume 360 days in a year.

t wh. [condd O0m b,

and
DS

PREPARE cost statement of Panipat Thermal Power Station showing the cost of electricity generated

per kwh, from the éllowing data.

Total units generated 16,50,000 kWh
()
Operating labour 21,75,000
Repairs & maintenance 7,25,000
Lubricants, spares and stores 5,80,000
Plant supervision 4,35,000
Administration overheads 29,00,000 I
Insurance Charges 15,00,0000 ©
FuelCharges 8,00000 @@

{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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7 kWh. of electricity generated per kg. of coal consumed 4a¥5 per kg. Depreciation charges @

5% on capital cost of3,10,00,000.

t wh. [¢nd O HaD! |

Navya LMV Pvt. Ltd, operates cab/ car rental service in Delhi/NCR. ltgg@gidervice to the offices

of Noida, Gurugram and Faridabad. At present it operates CNG fuelled cars but it is also conside
to upgrade these into Electric vehicle (EV). The details related with the owning of CNG & EV prope

cars are as tabulateldelow:

Particulars CNG Car EV Car
Car purchase price | 9,20,00( 15,20,00
Govt. subsidy on purchase of car)( - 1,50,00
Life of the car 15 year 10 year
Residual value () 95,00( 1,70,00
Mileage 20 km/kg 240 km per charg
Electricity consumption per full charge - 30 Kwi
CNG cost per Kg ) 6(Q -
Power cost per Kwh () - 7.6(
Annual Maintenance cost () 8,00( 5,20(
Annual insurance cost 7,60( 14,60(
Tyre replacement cost in everyyear () 16,00( 16,00(
Battery replacementost in every 8year ( ) 12,00( 5,40,00
Apart from the above, the following are the additional information:
Particulars
Average distance covered by a car in a month 1,500 km
5NAISNRR alftFNE 0 20,000 p.m
Garage rent per car () 4,500 p.m
Shareof Office & Administration cost per car ) 1,500 p.m

Required:

CALCULATE the operating cost of vehicle per month per car for both CNG & EV options.

t wh. [cnd& O HIbh

Mr. PS owns a bus which runs according to the following schedule:

() Delhi toHisar and back, the same day

C
Distance covered: 160 km. one way
Number of days run each month: 9 S
Seating capacity occupied 90% G

{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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(i)  Delhi to Aligarh and back, the same day

Distance covered: 160 km. one way
Number of days run each month: 12
Seating capacity occupied 95%

(i) Delhi to Alwar and back, the same day
Distance covered: 170 km. one way
Number of days run each month: 6
Seating capacity occupied 100%

(iv) Following are the other details:
Cost of the bus 15,00,000
Salary of the Driver 30,000 p.m.
Salary of the Conductor 26,000 p.m.
Salary of the partime Accountant 7,000 p.m.
Insurance of the bus 6,000 p.a.
Diesel consumption 5 km. per litre at 90 per litre
Road tax 21,912p.a.
Lubricant oil 30 per 100 km.
Permit fee 500 p.m.
Repairs and maintenance 5,000 p.m.
Depreciation of the bus @ 30% p.a.
Seating capacity of the bus 50 persons

Passenger tax is 20% of the total takings.

CALCULATE the bus fawébe charged from each passenger to earn a profit of 30% on total takings
The fares are to be indicated per passenger for the journeys: (i) Delhi to Hisar (ii) Delhi to Aligarh
(i) Delhi to Alwar.

t wh. [cn& o8,

VPS is a public school hayi25 buses each plying in different directions for the transport of its schoo
students. In view of large number of students availing of the bus service, the buses work two sh
daily both in the morning and in the afternoon. The buses are garagee iscthool. The workload of
the students has been so arranged that in the morning, the first trip picks up senior students and t

second trip plying an hour later picks up junior students. Similarly, in the afternoon, the first trip take

the junior studens and an hour later the second trip takes the senior students home.

¢KS RAaGlIYyOS GN)}@StftSR o0& SIFOK o0dzax 2yS gl éq
Oft 2aSR T2NJ @I Ol a2y AYy al& FyR WdzyS® TS mindzyg
Y2yiKa Ay | &SI N®» &
¢tKS RSGFAfA 2F SELSyasSa F2NJ I &SFEN FNB | & dz
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Driver's salary, payable for all the 12 in months 12,000 per month per driver
Cleaner's salary payable for all the 12 months 8,000 per month per cleaner
License feggaxes etc. 8,400 per bus per annum
Insurance Premium 15,600 per bus per annum
Repairs and Maintenance 20,500 per bus per annum
Purchase price of the bus 20,00,000 each

Life of the bus 16 years

Scrap value 1,60,000

Diesel Cost 78.50per litre

9 OK o0dza 3IAQEHlaya yLISNISNI(INSS 22FF RA S& St & acikdiR SiyS
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wSlj dzA NBRY
i. PREPARE a statement showing the expenses of operating a single bus &t thfe2b buses
for a year.
ii. FIND OUT transportation fee per student per month in respect of:
a. Students coming from a distance of upto 2 km. from the school.
b. Students coming from a distance of upto 4 km. from the school; and
c. Studentscoming from a distan ce of upto 8 km. from the school.
iii. CALCULATE the minimum bus fare that has to be recovered from the students for the year 20
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CALCULATE per tkm operating cost.
DETERMINE the freight to be charged perkon if the company earned a profit of 25 per cent

5

on freight.
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1. Calculation of Repairs and maintenance cost of a bus :
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Diesel cost per Bus per annum: I(:j:)
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(i) Breakeven Point = Fixed Cost / Contribution per Patient day
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i. Statement showing Operating Cost
I Y 2 dzyUi
t I Nb Odzt | N& C2riNJ | C2MiS S
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A. Fixed Charges:
5NA GBS NSRRI gEnaSS] a0 10,000 2,500
DFN}3S NBy6&Sdpaovynn P n & 3,200 800
Ly & dzNI wyCSapieoS S |1 madS S a Y 1,400 350
+SKAOf S TiAYDbEw 5§S 1 @S F aY 600 150
hiKSN 2 SNKMZRnwSEY s & 3 3,200 800
¢c2a01Ft o010 18,400 4,600
B.Running Cost:
Costofdiessh 6o>XHnn Kk y {Y&au E 24,000 6,000
QY IAAY S nAAS 1 a0 f 800 200
wSLI ANR o cnn P n 6SS1a 2,400 600
5SLINBEOAl a2y 2y @OSKAOf S 16,000 4,000
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5SLINSOALI 22y HZW niné B & pddn n 6,720 1,680
Total (B) 49,920 12,480
C.Total Cost (A + B) 68,320 17,080
F/ 2a0G 2F Sy3aiayS 2Af g NBLIANR YlIeé Ffaz2 oS
GAOUK aYS ADPSP:I Ay 6SS14a AYyadadSIR 2F NizyyAy3
ii. Calculation of vehile operating cost:
hLISNF ay3d O2&y SN KOYEHDOmMY 4 Y& wMdogd Ya T
hLISNI ay3d 02 YISy ety YIS M auI/Emuy n WadneaNIn T
Statement showing the Operating Cost per Passenger.
CSEND a2y dKb
O!' 1 {dFryRAY3 / KIFENBSay
LyadzN} yOSnEKWPERS N cCnzni PXNnr
w2l R ¢l E ocIns OIANTS
5SLINEB Ot BR2)YE N nKp NZNnNX 00X00C¢
¢c201 € nN>Mc> NMX0o0C
6. alAyiaSylryoS [/ KIFINHSayYy
lyydzZ £ wSLI ANEH pnIn; nMccod
hYOS YR FRYAYA&A(GN)r a2y 2 0XIMYySI HcCIpAN
¢c201 € 0XCcyZX ONcCCcCcC:¢
0/ wdzyyAy3a [/ 2aGk/ KI NBSay
5 NAGDS{ND £ | NEB HEXENNXS HAZAN
/ 2y RdaO ({2 NJ | NB MEZyns wMpZnn
5AS4aSfcnE BEmE tpkmdons hZnnI TpInn
¢c2010 € MOZXHA NMZO0OC
¢c20Ff o6!'b. b/ 0O [/ 2a0 6ST2N HMIyn MIYyHZI.
| 2YY A d0aoA2Z2cyiPROA N0 62 NJHA Y3 y oZoc X HY Z 1N
t NPA>oPEpRR N0 g2NJHAY I y2G yZnnX Ttnznan
¢CF1AYy3a om2NJAY3d y208S ooXchn HIyNnI.
Fareper Passengekm. = Total Collection/Takings / Total Passengar (Working note 3) =
33,60,000 / 24,00,000 =1.40
h w -
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1. Cost before commission (10%) and profit (28%@1,84,000 which is 65% of total takings. So
total takings is (21,84000+65) x10033,60,000

2. Commission is 10% of33,60,000= 3,36,000 and Profit is 25% 0f33,60,000= 8,40,000

3. Total Kmis (4 Round Trips x Days in a month x Month = (4x2x25232560,000 km

4. Passenger km is 60,000 kmx40 passenger= 24,00,000
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5A0SNBYy OS LISNJ dzy A i 7y ®MH BM Oy T
60+2f dzvyS NBf I i SR NBIaol@ASIR OPEa003> FaySRi LddeBIOK | (& S
OF £ Odzf F i SR dzy RSNJ ! Oa@AGe .l &S /2aesy3d dzaAy3
Ay GKS UyFf |yagSNpO
M P
hLISNF ay3d Oz2aid aidldSYSyid 2F t | 2t ARI
Particulars Cost per annum
( Inlakhs)
Staff Salaries 680.00
w22Y 1 iGSYyRIyGQ38) 21 3Sa 6wSTFSNI 2b 286.20
Lighting, Heating & Power 300.00
Repairs, Maintenance & Renovation 180.00
Linen 30.00
Laundry charges 24.00
Interior Decoration 75.00
Sundries 30.28
Depreciation: (Refer W)
Building 45.00
Furniture & Fixture 9.00
Air Conditioners 7.50
Total cost for the year 1666.98
[ 2YLdzilt a2y 2F LINRUGY
Let x be the rent for deluxe from.
Equivalent deluxe room days are 90,720 (Refer-2yN
Total takings = 90,720x
Profit is 25% Dbtotal takings.
Profit = 25% of 90,720x = 22,680x
Total takings = Total Cost + Profit
90,720x = 16,66,98,000 + 22,680x
90,720x 22,680x = 16,66,98,000
68,040x = 16,66,98,000
TMcXccSkpg YARAMENp N
Rent to ke charged for deluxe room 2,45( '8'
Rent to be charged for super deluxe room = Rent of deluxe room x 2,450 x 2 490(¢ [
Rent to be charged for luxury suite = Rent of Deluxe room x 2450 x 3 7,35( &ja)
{I1wo{l ¢! C2NJ/! FYyR /a! py {1 wo9{l ¢! tNRFSaarA2yl ]| /:
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1. Computation of Room Oc@ancy

Type of Room No. of rooms x no. of days x occupancy % Room days
Deluxe Room 100 rooms x 360 days x 90% occupancy 32,400
Super Deluxe Room| 60 rooms x 360 days x 75% occupancy 16,200
Luxury Suite 40 x 360 days x 60% occupancy 8,640

Total 57,240

2. Computation of equivalent deluxe room days

wSy i

2F WadzZISNI RSt dzZESQ NR2Y A&

02

0S TAESR

2F WRStdzES NRP2YQd® ¢KSNBF2NBZ Sljdza gl £ Sy i

Type of Room Room days Equivalent deluxe room days
Dduxe Room 32,400 x 1 32,400
Super Deluxe Room 16,200 x 2 32,400
Luxury Suite 8,640 x 3 25,920
Total 90,720

[ 2YLIdziF a2y 2F GNBPRIYIIHSYRLE Y

Room occupancy days @500 per day

= 57,240 days x 500 per day = 2,86,20,000
/ 2YLJzi I a2 yOA2B 25 SULIENI | Yy dzYY

Particulars Cost () Rate of Depreciation
Depreciation ()
Building 900,00,000 5% 45,00,000
Furniture & Fixtures 90,00,000 10% 9,00,000
Air Conditioners 75,00,000 10% 7,50,000
M B
¢c201tf dzyAwmasagP&KNInG SR
Cost Statemenof Panipat Thermal Power Station
Per annum () | Per kWh. ()
Fixed costs:
Plant supervision 4,35,000
Administration overheads 29,00,000
Insurance Charges 15,00,000
Depreciation (5% of 3,10,00,000 p.a.) 15,50,000
Total fixed cost: (A) 63,835,000 3.87
Variable costs:
{1wo{l¢! C2NI/! FYR /a! p {1lwo{l ¢! tNRFSaarz2ylf
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Operating labour 21,75,000
Fuel Charges 8,00,000
Lubricants, spares and stores 5,80,000
Repairs & maintenance 7,25,000
Coal cost (Refer to working note) 11,19,643
Total variable cost: (B) 53,99,643 3.27
Total cost[(A) + (B)] 1,17,84,643 7.14
22NJAYy3 b2GSY
/2t O2ald omcIpnimoap TR |MECIM®E KO P
12.
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m ®Calculation of Depreciation per month:
Particulars CNG Car EV Car
A | Car purchase price { 9,20,000 15,20,000
B | Less: Gavsubsidy () -- (1,50,000)
C | Less: Residual value) (95,000) (1,70,000)
D | Depreciable value of car § [A-B-C] 8,25,000 12,00,000
E | Life of the car 15 years 10 years
F | Annual depreciation () [D+E] 55,000 1,20,000
G | Depreciation per month () [F+12] 4,583.33 10,000
H ®Fuel/ Electricity consumption cost per month:
Particulars CNG Car EV Car
A | Average distance covered in a month (KM) 1,500 1,500
B | Mileage (KM) 20 240
C | Qty. of CNG/ Full charge required [A+B] 75 kg. 6.25
D | Electricity Consumptn [Cx30kwh] - 187.5
E | Cost of CNG per kg ) 60 -
F | Power cost per Kwh () - 7.60
G | CNG Cost per month () [CxE] 4,500 -
H | Power cost per month () [DxF] - 1,425
o0 ®Amortised cost of Tyre replacement:
Particulars CNG Car EV Car
A | Life of vehicle 15 years 10 years
B | Replacement interval 5 years 5 years
C | No. of time replacement required 2 times 1time
{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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D | Cost of tyres for each replacement)( 16,000 16,000
E | Total replacement cost () [CxD] 32,000 16,000
F | Amortised cost per year () [E+A] 2,133.33 1,600
E | Cost per month () [F+12] 177.78 133.33
n ®Amortised cost of Battery replacement:
Particulars CNG Ca EV Cat
A | Life of vehicle 15 years 10 years
B | Replacement interval 8 years 8 years
C | No. of time replacement required 1 time 1 time
D | Cost of battery for each replacement) 12,000 5,40,000
E | Total replacement cost () [CxD] 12,000 5,40,000
F | Amortised cost per year () [E+A] 800 54,000
E | Cost per month () [F+12] 66.67 4,500
Calculation of Operating cost per month:
t F Nb Odzf I N& /' bD /| 9% [}
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Annual Maintenance cost [Annual cest?] cCcCCcC{ noo(
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1. Total Distance (in km.) covered per month

Bus route Km. per trip| Trips per day| Days per month Km. per month
Delhi to Hisar 160 2 9 2,880
Delhi to Aligarh 160 2 12 3,840
{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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Delhi to Alwar 170 2 6 2,040
I 8,760
2. Passengerkm. per month
Total seats available| Capacity | Km. per
per month (at 100% | utilised trip Passengerkm.
. per month
capacity (%) Seats
Delhi to Hisar & dn| 90 160 1,29,600
Back 6pa S+ AENIED (810 seats x 16
RI& km.)
Delhi to Aligarh & MZH 95] 1,140 160 1,82,400
Back (50 seats x 2 trips x 1 (1,140 seats x 16
days) km.)
Delhi to Alwar & c n| 100 170 1,20,000
Back (50 seats x 2 trips X (600 seats x 17
days) km.)
Total 4,14,000
a2yliKfe hLISNIeay3a /2aid {dFG4SYSyi
Particulars 00 00
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i. Statement showing the expenses of operating agle bus and the fleet of 25 buses for a
year
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ii. Average cost per student per month in respect of students coming from a distance of: snl
@
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1. Calculation of diesel cost per bus:
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iii. Calculation of minimum bus fare to be recovered from the students during the year 2020:
|.

{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf

+OsP—
_ PP

Ny




2. Calculation of equivalent number of students per bus:
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3. Calculation of diesel cogter bus in Year 2020:

M@
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i. Operating Cost Sheet for the month of August, 2020
Particulars Amount ( )
CAESR / KFNBSay
al yIa@aSa} fclnNBRo @y 36,000
5 NA @S NE 20,0000 dhErs)o cxznn
I St LIS NB Q12,000 S Belpers) oznn
Insurance ( 8,40,000 + 12 months) TN/
w2l R f ACSyi@swidy i Ka o pnzl
Garage rent (9,00,000 + 12 month) TpZ/J
Routine mechanical services oxXnn
9f SOGNANOAUESDODKHANNBASOFERI 8O ppzl
Depreciation of vehicles cznn
Apportioned workshop expenses yy Z|
Total (A) HMZTnN
Variable Charges:
Loading and unloading charges (Working Note 1) 7,65,000
Consumable Stores 1,35,000
Cost ofdiesel (Working Note 2) 14,04,000
Lubricant, Oil etc. 1,15,000
Replacement of Tyres, Tubes & other parts 4,25,000
Total (B) 28,44,000

{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf

. | Y al
[I'Wb'J\J

Ny



C. |Total Cost (A +B) 50,18,000

D. Total Torkms (Working Note 3) 9,43,200

E. [/ 2a0 IHSND Oy p 50 5.32
ii. Calculation of Chargeable Freight

Cost per toAkm. 5.32

' RRY t NRFAG ¥ wp:r 2y FNBAIKI 1.77

/] KI NBESFoftS MfNBAIKIG LISN 2y 7.09
22NJAY3 b203Say
Md& 384 LI AR (2 ft2FRAY3I YR dzyt2FRAY3I €| 02 dzN

Numbers of vehicles availablempday x No. of days x trips x wages per trip
(20 vehicles x 90%) x 25 days x 2 trip88%0
18 x 25 x 2 x 850 =7,65,000
HG 2a0 2F 5ASasSty
Distance covered by each vehicle during August, 2020
=100 k.m x 2 x 25 days x 90% = 4,500 km.
Consumptiorof diesel = 4,500 km x 20 vehicles / 5 k.m. = 18,000 litres
Cost of diesel = 18,000 litres x78 = 14,04,000.
od I f Odzf  e2yit BF G201t G2y
Total TosKm. = Total Capacity x Distance covered by each vehicle x Average Capacity
Utilisation ratio.
= [(5%x 9 MT) + (6 x 12MT) + (7 x 15 MT) + (2 x 20 MT) x 4,500 k.m. x (90% + 70%) / 2
= (45 + 72 + 105 + 40) x 4,500 k.m. x 80%
= 262 x 4,500 x 80%.
=9,43,200 torkm.

M &P
[ £ Odzt a2y 2F [/ 2ad LISNI I yydzy

t I Nb Odzf | N& I NI & |/ 2YYSNI{ OA Sy( ¢ 20 lof
¢ SFOKSNEQ-Dal £ NB 16,80,000 21,00,000 25,20,000 63,00,000
Reapportionment of Economics & (84,000) 1,45,091 (61,091) -
al 0 KSYIFiA0a G§SEDHK
t NAYOALI f Bp al f I N 1,24,800 1,87,200[ 2,88,000| 6,00,000
[F0 aaArawiNwiaQ a - -| 1,72,800, 1,72,800 k-
Salary to library staff (W) 43,200 28,800 57,600 1,29,600] -
Salary to peons (W-:H) 31,636 94,909 47,455 M ZTn &3
{I1wo{l ¢! C2NJ/! FYyR /a! py {1 wo9{l ¢! tNRFSaarA2yl ]| /:
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Salary to other staffs (W-:I) 38,400 1,15,200 57,600, 2,11,200
Examination expenses (W-B) 86,400 2,59,200 1,29,600| 4,75,200
Office & Administration expenses (W.| 1,21,600 3,64,800] 1,82,400/ 6,68,800
7)

Annual Day expenses (WMN 36,000 1,08,000 54,000{ 1,98,000
Sports expenses (W-N) 9,600 28,800 14,400 52,800
Total Cost per annum 20,87,636 3432,000| 34,62,764| 89,82,400
(a) Calculation of cost per student per annum

t I Nb Odzf | N Arts( ) Commerce () Science () Total ()
Total Cost per annum 20,87,636 34,32,000 34,62,764| 89,82,400
No. of students 120 360 180 660
Cost per student per anim 17,397 9,33 19,238 13,610
(b) Calculation of profitability
tF NpOdzf F N&B | ! NI & |/ 2YYSNK { OASyw( ¢ 2 { luf

Total Fees per annum MH 2 | MH Z J MH Z |

Cost per student per annum MT X ( 9,533 19,238

Profit/ (Loss) per student per anmu (5,397) 2,467 (7,238)

No. of students 120 360 180

Total Profit/ (Loss) (6,47,640) 8,88,120| (13,02,840) (10,62,360)
(c) Computation of fees to be charged to earn a 10% profit on cost

Particulars Arts (1) Commerce () Science ()

Cost perstudent per annum 17,397 9,533 19,238
Add: Profit @10% 1,740 953 1,924
Fees per annum 19,137 10,486 21,162
Fees per month 1,595 874 1,764
Working Notes:

(D¢ SFOKSNRA al f Ne

Particulars Arts Commerce Science
No. of teachers 4 5 6
Salary per annurf ) 4,20,000 4,20,000 4,20,000
Total salary 16,80,000 21,00,000 25,20,000
(2)Rel LIL2 NI AZ2YYSYy(d 2F 902y2YA04a YR al 0KSY!
Particulars Economics Mathematics
Arts Commerce Science Commerce

No. of classes 832 208 940 160
Salary reapportionment ( ) (84,000) 84,000 (61,091) 61,091
{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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[(4,20,000 / 1,040) x 208 [(4,20,000/ 1,100) x 16d
Total addition to Commerce stream =84,000 + 61,091 = 1,45,091
(Dt NAYOALI £ Qa alfl NBE KFa 0SSy I LLJaddinkteagoSat 2y
classes.
[0 FGiSYRIydaQ alfFINE KFad 06SSy FLILERNIAZ2YSR
students.
(3) Salary of library staffs are apportioned on the basis of time spent by the students in library.
(4) Salary of Peons are apportionedorK S o AA & 2F ydzYoSNJ 2F addzRSy
to higher secondary classes is calculated as below:
Amount ( )
Peon dedicated for higher secondary (1 peon20,000 x 12 months) 1,20,000
Il RRY wmpz 2F 20KSNJ LIS 2 y®000 & t2fmbriéiB)} ¢ 54,000
1,74,000
(5) Salary to other staffs, office & administration cost, Annual day expenses and sports expenses gre
apportioned on the basis of number of students.
(6) Examination Expenses has been apportioned taking number of studedtsumber of
examinations into account.
M
() Annual Cost Statement of four vehicles
()
Diesel {(4,21,632 km. + 4 km) x60) (Refer to Working Note 1) 63,24,480
Oil & sundries {(4,21,632 km. + 100 km.) 825} 22,13,568
Maintenance {(4,21,632nk. x 0.75) + 18,000} (Refer to Working Note :  3,34,224
Drivers' salary {(22,000 x 12 months) x 4 trucks} 10,56,000
Licence and taxes (15,000 x 4 trucks) 60,000
Insurance 80,000
Depreciation {( 29,00,000 + 10 years) x 4 trucks} 11,60,@0
General overhead 1,10,840
Total annual cost 1,13,39,112
(i) Cost per km. run
Cost per kilometer run = Total annual cost of vehicles / Total kilometre travelled annually
(Refer to Working Note 1)
= 1,13,39,112/ 4,21,632 kms =26.89 '8'
(iif) Freight rate pertonne km (to yield a profit of 30% on freight) Q.
Cost per tonne km. = Total annual cost of three vehicles / Total effective tonnes kms. per &s
annum (Refer to Working Note 1) :
{fI1wo{l ¢! C2NJ/! FtyR /a! py {1 wo9{Il ¢! tNRBFSaarzylff]|/
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= 1,13,39,112/16,10,496 kms .04
Freight rate per tonne km (7.04 /0.7 ) x1 10.06
Working Notes:
1. Total kilometre travelled and tonnes kilometre (load carried) by four trucks in one year

Total _
One way _ Load carried Total
Truck . , , distance , ,
distance in No. of trips . per trip / day effective
number covered in .
kms in tonnes tonnes km
km per day

1 48 4 384 6 1,152
2 120 1 240 9 1,080
3 90 2 360 8 1,440
4 60 4 480 8 1,920
Total 1,464 5,592

Total kilometre travelled by four trucks in one year
(1,464 km. x 24 days x 12 months) = 4,21,632
Total effective tonnes kilometre of loazhrried by four trucks during one year
(5,592 tonnes km. x 24 days x 12 months) = 16,10,496

2. Fixed and variable component of maintenance cost:
Variable maintenance cost per km = Difference in maintenance cost / Difference in distance
travelled
= 1,38,1%-
= 0.75
Fixed maintenance cost = Total maintenance ¢@atiable maintenance cost
= 1,38,150¢ 1,60,200 kms x 0.75 = 18,000

1,35,525/1,60,200 kms1,56,700 kms

M P
(i) Total equivalent single room suites
Nature of suite

Occupancy (Roordays) Equivalent single room

suites (Roorrdays)

Single room suites 36,000 36,000 (36,000 x 1)
(100 rooms x 360 days x 100%
Double rooms suites 14,400 36,000 (14,400 x 2.5)
(50 rooms x 360 days x 80%)
Triple rooms suites 6,480 32,400 (6,480 x 5)

(i) Statement of total cost:

{1 wo{Il ¢! C2NJ/!

YR /[ al!

(30 rooms x 360 days x 6D%
1,04,400
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S Staff salaries

w 2 w22Y iGSYRIFIyGaQ g4t
Lig Lighting, heating and power

Re Repairs and renovation

La Sundry charges

Int decoration

Su Sundries

BuiBuilding rent

{( 10,00,000 x 12 months) + 5% on total taking}
Total cost

Profit is 20% of total takings

()
14,25,00,000
4,50,00,000
2,15,00,000
1,23,50,000
80,50,000
74,00,000
1,53,00,000
25,21,00,000
1,20,00,000 + 5% on total taking

26,41,00,000 + 5% on total taking

\ Total takings = 26,41,00,000 + 25% (5% +20%) of total takings

Let x be rent for single room suite
Then 1,04,400 x = 26,41,00,000 + 0.25 x 1,04,400 x
Or, 1,04,400 x = 26,41,00,000 + 26,100 x
Or, 78,300 x = 26,41,00,000
Or, x = 3,373

(iif) Rent to be harged for single room suite =3,373
Rent for double rooms suites 3,373 x 2.5 = 8,432.5
Rent for triple rooms suites 3,373 x5 = 16,865

{I1wo{l ¢! C2NJ/! FyR /a! py {1 wo9{Il ¢! tNRBFSaarzylf
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CHAPTERS: THEORIES

Mb . ! {L/ /hb/9tc¢f{
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Operational level staffs The operational level staffs like supervisors, foreman, team leaders are

requiring information

I. to know theobjectives and performance goafsr them

ii. to knowproduct and service specificatiorlie volume, quality and process etc.

iii. to know the performance parametersagainst which their performance is measured and
evaluated.

iv. to knowdivisional (responsibility centre) profitabilityetc.

VH® 9ELX FAY hLLRNIdzyAaGe /2a&ai

' yag SN

This cost refers to thealue of sacrifice made or benefit of opportunity foregona accepting an
alternative course of action. For example, a firm financing its expansion plan by withdrawing mon
from its bank deposits. In such a case the lafsasterest on the bank deposit is the opportunity cost
for carrying out the expansion plan.

vodb 5Aa40dzad 2y 5A&aO0ONBoeaz2yl NB /2ai@my SwdithBb 2 &

' yag SN

Discretionary Cost Centrefhe cost centre whose outpwannot bemeasured in financial terms,
thus inputoutput ratio cannot be defined. The cost of input is compared with allocated budget fo
the activity. Example of discretionary cost centres are Research & Development departme
Advertisement department where outpuif these department cannot be measured with certainty
and corelated with cost incurred on inputs.

Investment Centres:These are the responsibility centres which are not only responsible for

profitability but alsohas the authority to make capital investent decisions.The performance of -
these responsibility centres are measured on the basis of Return on Investment (ROI) besides pr
Examples of investment centres are Maharatna, Navratna and Miniratna companies of Public Seé

Undertakings of Centraldsernment.
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The essential features, which a good cost and management accounting system should possess, are as

follows:
i. Informative and simple:Cost and mangement accounting system should be taitoade,

practical, simple and capable of meeting the requirements of a business concern. The system of

costing should not sacrifice the utility by introducing meticulous and unnecessary details.

ii. Accurate and authefic: The data to be used by the cost and management accounting system
should be accurate and authenticated; otherwise, it may distort the output of the system and @

wrong decision may be taken.
iii. Uniformity and consistency:There should be uniformity and csistency in classification,

treatment and reporting of cost data and related information. This is required for benchmarking

and comparability of the results of the system for both horizontal and vertical analysis.
iv. Integrated and inclusiveThe cost and mnagement accounting system should be integrated with

other systems like financial accounting, taxation, statistics and operational research etc. to have

a complete overview and clarity in results.

v. Flexible and adaptiveThe cost and management accountsygtem should be flexible enough to
make necessary amendments and modification in the system to incorporate changes
technological, reporting, regulatory and other requirements.

vi. Trust on the systemManagement should have trust on the system and its atitf-or this, an
active role of management is required for the development of such a system that reflects a stro
conviction in using information for decision making.
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Cost Control Cost Reduction

1. Cost control aims at maintaining the costs| 1. Cost reduction is concerned with reducing
accordance with the established standarc costs. It challenges all standards and
endeavours to beter them continuously

2. Cost control seeks to attain lowest possibl| 2. Cost reduction recognises no condition as

cost under existing conditions. permanent, since a change will result in €

lower cost. 4

3. In case of cost control, emphasis is on pag 3. In case of cost reduction, it is on present &
and pesent and future.
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4. Cost control is a preventive function 4. Cost reduction is a corrective function. It
operates even when an efficient cost
control system exists.

5. Cost controkends when targets are 5. Cost reduction has no visible end.
achieved.

ved 9 ELX Ay [ TEE
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Controllable costs and Uncontrollable costs:

Cost that can becontrolled, typicallyby a cost, profit orinvestment centremanageris called
controllable cost Controllable costs incurred in a particular responsibility centre can be influence
by the action of the executive heading that responsibility centre.

Costs whicltannot be influencedy the actionof a specified member of an undertaking are known

asuncontrollable costs

Cost Accounting Management Accounting
() | Nature It records the quantitativeaspect | It records both qualitative and
only. guantitative aspect.
(i) | Objective It records the cost of producing a | It Provides information to

product and providing a service. | management for planning and
co-ordination.

(i) | Area It only deals with cost It is wider in scope as it include
Ascertainment. financial accounting, budgeting

taxation, planning etc.

(iv) | Recording of data | It uses both past and present It is focused with the projection
figures. of figures for future.
(v) | Development Its develgpment is related to It develops in accordance to the
industrial revolution. need of modern business world
(vi) | Rules and It follows certain principles and It does not follow any specific
Regulation procedures for recording costs of | rules and regulations. =
different products. s
€
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Cost classification based on variability

i. Fixed Costg These are the costs which are incurred for a period, and which, within certain outpu
and turnover limis, tend to be unaffected by fluctuations in the levels of activity (output or
turnover). They do not tend to increase or decrease with the changes in output.

For example, rent, insurance of factory building etc., remain the same for different levels of

production.

ii. Variable Costg These costs tend to vary with the volume of activity. Any increase in the activity

results in an increase in the variable cost and-vieesa. For example, cost of direct labour, etc.

iii. Semivariable Costg These costs contain boftxed and variable components and are thus partly
affected by fluctuations in the level of activity. Examples of semi variable costs are telephone bi
gas and electricity etc.
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Four different methods of costing along with their applicability to concerned industry have been

discussed as below:

i. Job CostingThe objective under this method of costing is to ascertain the cost of eacbrgler.
A job card is prepared for each job to accumulate costs. The cost of the job is determined
adding all costs against the job it has incurred. This method of costing is used in printing pre
foundries and general engineering workshops, adsery etc.

ii. Batch CostingThis system of costing is used where small components/ parts of the same kind a
required to be manufactured ilarge quantities Here batch of similar products is treated as a job
and cost of such a job is ascertained as disaiaséer (1), above. If in a cycle manufacturing unit,

rims are produced in batches of 2,500 units each, then the cost will be determined in relation {o

a batch of 2,500 units.
iii. Contract Costingtf a job is very big and takes a long time for its completibaen method used
for costing is known as Contract Costing. Here the cost of each contract is ascertained separat
It is suitable for firms engaged in the construction of bridges, roads, buildings etc.
iv. Operating CostingThe method of Costing used inrgee rendering undertakings is known as €
operating costing. This method of costing is used in undertakings like transport, supply of wag

<

telephone services, hospitals, nursing homes etc. q
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Before setting up a system of cost accounting the under mentioned factors should be studied:

i. Objective:The objective of costing system, for example whether it is being introduced for fixin
prices or for insisting a system of casintrol.

ii. Nature of Business or IndustryThe Industry in which business is operating. Every busines
industry has its own peculiarity and objectives. According to its cost information requirement co
accounting methods are followed. For example, an ofinexy maintains process wise cost
accounts to find out cost incurred on a particular process say in crude refinement process etc.

iii. Organisational HierarchyCosting system should fulfil the information requirements of different
levels of management. Top magement is concerned with the corporate strategy, strategic level
management is concerned with marketing strategy, product diversification, product pricing et
Operational level management needs the information on standard quantity to be consumec
report on idle time etc.

iv. Knowing the product: Nature of product determines the type of costing system to be
implemented. The product which héag-productsrequires costing system which account for by
products as well. In case périshable or short seHife, marginal costing method is required to
know the contribution and minimum price at which it can be sold.

v. Knowing the production processA good costing system can never be established without the
complete knowledge of the production process. Cost apportientrcan be done on the most
appropriate and scientific basis if a cost accountant ickemtify degree of effort or resources
consumed in a particular proces3his also includes some basic technical khow and process
peculiarity.

vi. Information synchroniséion: Establishment of a department or a system requires substantial
amount of organisational resources. While drafting a costing system, information neealsafs
other departments should be takemto account. For example, in a typical business ogditn
accounts department needs to submit monthly stock statement to its lender bank, quantity wis
stock details at the time of filing returns to tax authorities etc.

vii. Method of maintenance of cost recordS:he manner in which Cost and Financial accoootsd
be inter-lockedinto a single integral accounting system and how the results of separate sets ¢
accounts i.e. cost and financial, couldreeonciled bymeans of control accounts.

viii. Statutory compliances and auditRecords are to be maintained to cotppwith statutory

requirementsand applicable cost accounting standards to be followed. C

ix. Information Attributes: Information generated from the Costing system should possess all thg
attributes of information i.e. complete, accurate, timeliness, relevant &ichave an effective &
management information system (MIS).
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Like other branches of accounting, cost and management accounting is also having certain limitatig

Thelimitations of costand management accounting are as follows:

1. Expensive:lt is expensive because analysis, allocation and absorption of overheads requi
considerable amount of additional work, and hence additional money.

2. Requirement of ReconciliationThe results shown bgost accounts differ from those shown by

re

financial accounts. Thus, Preparation of reconciliation statements is necessary to verify their

accuracy.

3. Duplication of Work:It involves duplication of work as organization has to maintain two sets of
accounts k., Financial Account and Cost Account.

4. Inefficiency:Costing system itself does not control costs but its usage does.

vM® 5Aa40dzaad GKS AYLI OGO 2F LYF2NNIlIa2y ¢SOK
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The impact of IT in cost accounting may include thewatgs:

i. After the introduction of ERPs, different functional activities get integrated and as a consequence a

single entry into the accounting systgrovides custom made reportfor every purpose and saves
an organisation from preparing different sets adcuments.Reconciliationprocess of results of
both cost and financial accounting systelbezome simpleiand less sophisticated.

ii. A move towardgpaperlessenvironment can be seen where documents IBd of Material,
Material Requisition Note Goods Receed Note labour utilisation report etc. are no longer
required to be prepared in multiple copies, the related department can gebmy from the
system.

ii. Information Technology with the help of internet (including intranet and extranet) helps in
resource pocurement and mobilisation For example, production department can get
materials from thestores without issuing material requisition notghysically. Similarly,
purchase orders can be initiated to the suppliers with the help of extranet. This enal@esitgn
to shift towards Jusin-Time (JIT) approach of inventory management and production.

iv. Cost information for a cost centre or cost object is ascertained agtiuracyin timely manner.
Each cost centre and cost objectadified and all related costare assignedo the cost object
or cost centre. This proceasitomates the cost accumulation and ascertainment proce$be |
cost information can be customised as per the requirement. For example, when an enf
manufacture or provide services, it can knaviormation jobwise, batchwise, processvise, &

cost centre wise etc.
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v. Uniformity in preparation of report, budgets and standards can be achieved with the help of IT.

ERP software plays an important role in bringing uniformity irrespective of locatioencyrr
language and regulations.

vi. Cost and revenuerariance reportsare generatedin real time basiswhich enables the
management to take control measures immediately.
IT enables an entity to monitor and analyse each process of manufacturing or serway acti
closely to eliminate non value added activities.
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Product costs are those costs that are identified with the goods purchased or produced for resale
a manufacturing organadion they are attached to the product and that are included in the inventory
valuation for finished goods, or for incomplete goods. Product cost is also known as inventorial
cost. Under absorption costing method it includes direct material, direct Igbdivect expenses,
directly attributable costs (variable and nweariable) and other production (manufacturing)
overheads. Under marginal costing method Product Costs includes all variable production costs
the alHixed costs are deducted from theordribution.

Periods costs are the costs, which are not assigned to the products but are charged as expense ag
revenue of the period in which they are incurred. General Administration, marketing, sales ar

distributor overheads are recognized as peérimsts.
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There are four types of responsibility centres:

i. Cost CentresThe responsibility centre which is held accountable for incurrence of costs whic
are under its control. Th@erformance of this responsibility centre is measured against pre
determined standards or budgets. The cost centres are of two types:
(a) Standard Cost Centre and (b) Discretionary Cost Centre

ii. Revenue Centresthe responsibility centres which are accounéator generation of revenue for

n

D

e

and

nd

the entity. Sales Department for example, is the responsible for achievement of sales target
revenue generation. Though, revenue centres does not have control on the all expenditure
incurs but some time expenditureslated with selling activities like commission to sales perso
etc. are incurred by revenue centres.

iii. Profit CentresThese are the responsibility centres which have both responsibility of generatig
of revenue and incurrence of expenditures. Since, mamagf profit centres are accountable for
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both costs as well as revenue, profitability is the basis for measurement of performance of these
responsibility centres. Examples of profit centres are decentralised branches of an organisation.
iv. Investment Centres These are the responsibility centres which are not only responsible for
profitability but also has the authority to make capital investment decisions. The performance of

these responsibility centres is measured based on Return on Investment (ROI) Ipesfides

' yasg SN
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0 A Ascertainment of costThe main objective of a Cost Accounting sgsis to ascertain cost for

cost objects. Costing may be post completion or continuous but the aim is to arrive at a comple
and accurate cost figure to assist the users to compare, control and make various decisions.
0 A Retermination of selling priceCost Acounting System in a manufacturing organisation enables
to determine desired selling price after adding expected profit margin with the cost of the good
manufactured.
0 A @oatwontrol and Cost reductior€ost Accounting System equips the cost controllerdbese

and control the cost estimate or cost budget and assist them to identify the areas of cost

reduction.
0 A ABdertainment of profit of each activityCost Accounting System helps to classify cost on the
basis of activity to ascertain activity wise profitiétly.
0 DAssisting in managerial decision makingost Accounting System provides relevant cost
information and assists managers to make various decisions.
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Cost allocation ithe allotment of whole item of cost to a cost centre or a cost unit. In other words,
it is the process of identifying, assigning or allowing cost to a cost centre or a cost unit.

Cost absorption is the process of absorbing all indirect costs or overhestd atiocated or
apportioned over particular cost center or production department by the units produced.
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You are required to:

1. CLASSIFY each of the following costs as either direct or indirect with respect to each pati
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2. CLASSIFY each of the following costs as either fixed or variable with respect to hospital co

day.

Electronic monitoring
Meals for patients
Nurses' salaries
Parking maintenance

Indirect Variable

Security
' yag SN
ltem Direct Indirect Fixed Variable

Electronic monitoring YES YES
Meals for patients YES YES
Nurses' salaries YES YES

Parking maintenance YES YES

Security YES YES
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Cost units are usually the units of physical measurement like number, weight, area, volume, length,

time and value.

dzy AGAK 2NARGS (GKS Oz2ai
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Industry or Product

Cost Unit Basis

Automobile
Steel
Cement
Chemicals

Power

Transport

Number

Ton

Ton/ per bag etc.

Litre, aallon, kilogram, ton etc.
Kilowatt hour (kWh)
Passengerkilometer
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Product Smart phone, Tablet computer, SUV Car, Book etc.

Service An airline flght from Delhi to Mumbai, Concurrent audit assignment, Utility bill
payment facility etc.

Project Metro Rail project, Road projects etc.
Activity Quality inspection of materials, Placing of orders etc.
Process Refinement of crudes in oil refineries, rieg of billets or ingots in rolling mills et|

Department |Production department, Finance & Accounts, Safety etc.

VHA® {dzZ33Sad MyBLIZNES2WYSWE 2F ASND
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Cost of Service Department Basis

(i) Maintenance and Repair Shop

(i) Hospital and Dispensary

(i) Fire Protection

(iv) Stores Department

(v)Transport Department

(vi) Computer Section

(vii) Power House (Electric Power Cost)
(viii) Inspection

(ix) Tool Room

(x)Time- keeping

M

' yag SN
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Cost of the Service Departments: | Basis
(i) Maintenance and Repair shop | Direct labour hours, Machine hours, Dirégbour wages,
Asset value x Hours worked
(i)Hospital and Dispensary No. of employees, No. of direct workers etc.
(iif) Fire Protection Capital values
(iv) Stores Department No. of requisitions, Weight or value of Materials issued.
(V)Transport Depdament Crane hours, Truck hours, Truck mileage, Truck tonnage
ton- hours, Tonnage handled. No. of packages of Standalr
(vi) Computer Section Computehours, Specific allocatici departments l('
(vii) Power House (Electric Power| Horse powe, Kwh, Horse power x Machine hours, Kwh x G

S
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Cost)

Machine hours

(viii) Inspection

Inspection hours, number of inspections.

(ix) Tool room

Asset value x Hours worked

Direct labour hours, Machine hours, Direct labour wages

(X)Timekeeping

No. of card punched\o. of employees

0KS
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0 A Automobile

0 A Gas

0 A Brigkiworks

6 A Bbwer

6 Pdteel

0 @TRransport (by road)
6 PGhkndical

O DA DN

6 A Bréwing

6 E ©ement

g S NJ

V&

Industry or Product

Cost Units

Automobile

Gas

Brick works

Power

Steel

Transport (by road)
Chemical

oil

Brewing

Cement

Number
Cubic feet
1,000 bricks

Tonne

Barrel, tonne, litre
Barrel

Ton/ perbag etc.

Kilowatt hour (kWh)

Passengerkilometer or Tonnekilometer
Litre, gallon, kilogram, tonne etc.
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0 A Oash discount
0 AIGST

0 A RDemvrrage

6 A Ehortage
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0 @Basic Custom Duty
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S Items Treatment

No.

) Cash Discount

Cash discount is not deducted from the purchase price. It is
treated as interest and finance charges. It is ignored.

(i) Integrated Goods an
Service Tax (IGST)

Integrated Goods and Service Tax (IGST) is paid on giste
supply of goods and provision of services and collected from
buyers. It is excluded from the cost of purchase if credit for
same is available. Unless mentioned specifically it should not
part of cost of purchase.

(i) | Demurrage

Demurage is a penalty imposed by the transporter for delay
uploading or offloading of materials. It is an abnormal cost and
included with cost of purchase

(iv) | Shortage

Shortage in materials are treated as follows:

Shortage due to normal reasons: Goodits absorb the cost o
shortage due to normal reasons. Losses due to breaking of
evaporation, or due to any unavoidable conditions etc. are
reasons of normal loss.

Shortage due to abnormal reasons: Shortage arises dug
abnormal reasons suctsanaterial mishandling, pilferage, or dt
to any avoidable reasons are not absorbed by the good u
Losses due to abnormal reasons are debited to costing profit

loss account.

(v) | Basic Custom Duty

Basic Custom duty is paid on import of goods fransmle India.

It is added with the purchase cost.
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Just in Time (JIT) Inventory Management

JIT is a system of inventory management with an approachatee zero inventories in stores.
According to this approach material should only be purchased when it is actually required f
production.

JIT is based on two principles

i. Produce goodsnly when it is requiredand

ii. the products should be delivered to custens at the time only when they want.

ltis also known a5 SY I y R Lldzf £ Q 2 NJofptodattion. I iy stedh Kpddudtiéna (i

process actually starts after the order for the products is received. Based on the demand, producti

process startand the requirement for raw materials is sent to the purchase department for purchase.

This can be understood with the help of the following diagram:

Production Material Order for Ssu lier
Demand for starts to Requirement raw PP
. < sent the
final process the is sent to materials .
material for
product demand for Purchase sent to ;
p production
product department supplier
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Materials may become obsolete under any of the following circumstances:

i. where it is aspare part or a component of a machinery used in manufacture #rat machinery
becomes obsoletg

ii. where it is used in the manufacture ofpaoduct which has become obsolete

iii. where the material itself is replaced byother material due to either improved quality or fain
price.

Treatment: In all three cases, the value of the obsolete material held in stock is a total loss ar

immediate steps should be taken tlispose it off at the best available pric& he loss arising out of

obsolete materials on abnormal lodeesnot form part of the cost of manufacture

H
€
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Inventory Control: The Chartered Institute of Management Accountants (CIMA) defines Inventory

/I 2y ONRE a4 a¢KS Tdzy Oiedtygods 2afe retiyiedl daNstogkIto ekt |-all
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Theobjective of inventory control ido make a balance between sufficient stock and ovestock.

The stock maintained should be sufficient to meet pieduction requirements so that uninterrupted
production flow can be maintained. Insufficient stock not only pause the production but also cause

— ax

loss of revenue and goodwill. On the other hand, Inventory requires some funds for purchase, storage,

maintenance of materials with a risk of obsolescence, pilferage etc. A-édeetween Stoclout

and Overstocking is required. The management may employ various methods of Inventory control to

have a balance. Management may adopt the followsagisfor Invertory control:

[ Inventory Control J

By Setting On the basis of Using Ratio Physical
Quantitative Levels Relative Classification Analysis Control

vid 5Aadsyddz aK W . al GSadp £ a |
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Bills of Material Material Requisition Note

1.1t is document or list of materials prepared | 1. It is prgared by the foreman of the
by the engineering/ drawing department. consuming department.

2.1t is a complete schedule of component paj 2. It is a document authorizing Stotéeep er
and raw materials required for a particular to issue material to the consuming
job or work order. department.

3. It often serves the purpose of a Store 3. It cannot replace a bill of material.
Requisition as it shows the complete
schedule of materials required for a
particular job i.e., it can replace stores
requisition.

4.1t can be used for the purpose of qadion. | 4.1t is useful in arriving historical cost only.

5.1t helps in keeping a quantitative control on 5. It shows the material actually drawn from
materials drawn through Stores Requisitic stores.

e T N
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The following steps are useful for minimizing labour turnover:

a) Exitinterview:An interview to be arranged with each outgoing employee to ascertain the reasons

of his leaving the organization.

b) Job analysis and evaluatiomo ascertain the requirement of each job.

c) Organization should make use ofaentific system of recruitment, placement and promotion
for employees

d) Organization should creathealthy atmosphere, providing education, medicalnd housing
facilities for workers.

e) Committee forsettling workers grievances

29 ¢2dz R &82dz I O02dzy i F2NJ ARf Si00l LI OAl
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0 A lbthe idle capaity cost is due to unavoidable reason&: supplementary overhead rate may be

used to recover the idle capacity cost. In this case, the costs are charged to the productipn

capacity utilised.

0 A IAtlde idle capacity cost is due to avoidable reasofaich as falty planning, etc. the cost should
be charged to Costing Profit and Loss Account.

0 A IAtheudle capacity cost is due to trade depression, ef8eing abnormal in nature the cost should
also be charged to the Costing Profit and Loss Account.

6 A I@tbe idle capaity cost is due to seasonal factgrghen the cost should be charged to cost of
production by inflating overhead rate.

vod 9ELI I AY GKS GNBFIGYSYld 2F hOSNBYS t NBYA

0 ASY & Co. wants to grab some special orders, and ovelismequired to meet the same.
0 ADept. X has to work overtime to make up a shortfall in production due to some fault of
management in dept. Y.

0 ASALfd.Uhas to work overtime regularly throughout the year as a policy due to the workers' C

shortage. H
6 AD@eéto floodm Odisha, RS Ltd. has to work overtime to complete the job. &
0 @customer requested the company MN Ltd. to expedite the job because of his urgency of woH
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Situation

Treatment

(i) SV & Co. wantsotgrab some spec
orders, and overtime is required
meet the same.

If overtime is required to cope with general product
programmes or for meeting urgent orders, the overt
premium should be treated as overhead cost of
particular department orcost centre which wor}

overtime.

(ii) Dept. X has to work overtime to mg
up a shortfall in production due
some fault of
management in dept. Y.

If overtime is worked in a department due to the f3
of another department, the overtime premium sho
be charged to the lattedepartment (Y).

aniiadz

(i) S Ltd. has to work overtime regule
throughout the year as a policy dueg
i KS ¢ ZhoftafeNh Q

The overtime premium is treated as a part of emplg
cost and job is charged at an effective average
rate.

(iv) Due to flood in Odisha, RS Ltd. ha
work overtime to complete the job.

Overtime worked on account of abnormal conditi
such as flood, earthquake etc., should not be charg
cost, but toCosting Profit and Loss Account.

(v) A customer rguested the compar
MN Ltd. to expedite the job becay
of his urgencyf work.

Where overtime is worked at the request of
customer, overtime premium is also charged to the

customer directly.
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Single and Multiple Overhead Rates:
Single overhead ratelt is one single overhead absorption rate for the whole factory. It may be

computed as follows:

Single overhead Rate =

The base can be total output, total labour hours, total machine hours, etc.
The single overhead rate may bpplied in factories which produces only one major produm a
continuous basisIt may also be used in factories where therk performed in each department is

fairly uniform and standardized

Multiple overhead rate
It involves computation of separate rates for each production department, service departouesit,

center and each product for both fixed and variable overheads. It may be computed as follows:
7 7

Multiple overhead rate =

Under multiple overheads rate, jobs or products are charged with varying amount of factony
overheads depending on the type and number of departments through which they pass. However,

the number of overheads ratehich a firm may compute would depend upon two opposing factors
viz. the degree of accuracy desired and the clerical cost involved.
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Level of activity methodUnder this method, the variable overhead may be determined by comparing
two levels of output with the amount of expenses at those levels. Since the fixed element does n

change, thevariable element may be asctined with the help of the following formula.
/| KIy3asS Ay GKS lYzdzyi 2F SELISYA
[ KIy3aS Ay GKS ljdzryse 27F 2dzilLld
Suppose the following information is available:

Production Units Semivariable expenses () i

January 100 260 H

February 140 300 €
Difference 40 40
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The variable cost:
/| KI'y3S fAhyNMISOYEAS, SEASyasSa, |
= = %déy)\ W‘ A
I KFy33 Ay LINE Ruzdo @y k 0&t doy §
Thus, in January, the variable cost will be 1001x= 100 and the fixed cost element will be 260
¢ 100) or 160. In Februarythe variable cost will be 140 x 1 = 140 whereas the fixed cost
element will remain the same, i.e., 160.

vod 9ELX FAY
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Thedifference between the allocation and apptionment isimportant to understand because the
purpose of these two methods is the identification of the items of ¢ostost units or centers.
However, the main difference between the above methods is given below.

1) Allocation deals with the whole itentd cost, which are identifiable with any one department. For

example, indirect wages of three departments are separately obtained and hence eacg

department will be charged by the respective amount of wages individually.

On the other hand, apportionment @és with theproportions of an item of cosfor example; the
cost of the benefit of a service department will be divided between those departments which ha
availed those benefits.

2) Allocation is adirect process of chargingexpenses to different cost cems whereas
apportionment is anindirect processbecause there is a need for the identification of the
appropriate portion of an expense to be borne by the different departments benefited.

3) The allocation or apportionment of an expense is not dependeritsonature, but the relationship
between the expense and the cost centre decides that whether it is to be allocated or apportioned

4) Allocation is a much wideterm than apportionment.

2F | LILJ2 Nb 28WSy a4 2F T2

i. Air-conditioning

il. Time keeping

iii. Depreciation of plant and machinery
iv. Power/steam consumption

v. Electric power (Machine operation)

' yag SN {
: H

Overhead Cost Bases of Apportionment &

(i) Air- conditioning Floor area, or volume of department ]
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(i) Time keeping Number of workers

(iif) Depreciation of plant and machiner Capital values

(iv) Power/steam consumption Technical estimates

(v) Electric power (machine operation) | Horse power of machines, or Number of machine
hour, or value of machines or unitensumedKilo-
watt hours.

vpP 9 ELIX AY (GKS GNBFGYSYyld 2F 20SNJ I YR dzy RS
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i.  Writing off to costing P&L A/c: Small difference between the actual asdraled amount should
simply be transferred to costing P&L Alc, if difference is large then investigate the causes and after
that abnormal loss/ gain shall be transferred to costing P&L Alc.

ii. Use of supplementary Rate: Under this method the balance of urdhel over absorbed

ith

overheads may be charged to cost of W.1.P., finished stock and cost of sales proportionately W
the help of supplementary rate of overhead.
iii. Carry Forward to Subsequent Year: Difference should be carried forward in the expectation that
next year the position will be automatically corrected.
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0 A Qost Redution: ABM helps the organisation to identify costs against activities and to fing
opportunities to streamline or reduce the costs or eliminate the entire activity, especially if thers

117

is no value added.

0 A Business Process Fmgineering:Business process #ngineering involves examining business
processes and making substantial changes to how organisation currently operates. ABM is a
powerful tool for measuring business performance, determining the cost of business output and
is used as a means of identifgimpportunities to improve process efficiency and effectiveness.

0 A BeRhcbhmarking:Benchmarking is a process of comparing of -AB@/ed activity costs of one
segment of company with those of other segments. It requires uniformity in the definition of
activities and measurement of their costs.

0 A Befformance MeasurementMany organisations are now focusing on activity performance as 4
means of facing competitors and managing costs by monitoring the efficiency and effectiveness
of activities.
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Expenses other than direct material cost and direct employee cost, which are incurred to manufacture

a product or for provision of service and can be directly traceshi®conomically feasible manner
to a costobject. The following costs are examples for direct expenses:

a) Royalty paid/ payable for production or provision of service;

b) Hire charges paid for hiring specific equipment;

c) Cost for product/ service specific design or drawing;

d) Cost of product/ service spéic software;

e) Other expenses which are directly related with the production of goods or provision of service.

VAP 9 ELX I AY K26 S5ANBOG 9ELISYya
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Measurement of Direct Expenses

The directexpenses are measured at invoice or agreed price net of rebate or discount but includ
duties and taxes (for which input credit not available), commission and other directly attributabl
costs.

In case of sugontracting, where goods are get manufactuttey job workers independent of  the
principal entity, are measured at agreed price. Where the principal supplies some materials to the |
workers, the value of such materials and other incidental expenses are added with the job charg
paid to the job verkers.

Treatment of Direct Expenses
Direct Expenses forms part the prime cost for the product or service to which it can be direct
traceable and attributable. In case of luspm payment or ond¢ime payment, the cost is amortised
over the estimated prduction volume or benefit derived. If the expenses incurred are of insignifican
amount i.e., not material, it can be treated as part of overheads.

vod {01 GS GKS RS Siliia St 20F00 2 a
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The main advantages of a Cost Sheet are &asl &’a’
i. It provides thetotal costfigure as well asost per unitof production. =
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ii. It helps in cost comparison.

iii. It facilitates thepreparation of cost estimats required for submitting tenders.
iv. It provides sufficient help in arriving at the figuresaflingprice.

v. It facilitates cost control by disclosiogerational efficiency
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In integated accounting system cost and financial accounts are kept in the same set of books. Sluch

a system will have to afford full information required for Costing as well as for Financial Accounts,
other words, information and data should be recorded inhs@cway so as to enable the firm to
ascertain the cost (together with the necessary analysis) of each product, job, process, operation

n

or

any other identifiable activity. It also ensures the ascertainment of marginal cost, variances, abnormal

losses and gas. In fact, all information that management requires from a system of Costing for doing

its work properly is made availabl€he integrated accounts give full information in such a manner
so that the profit and loss account and the balance sheet can bepared according to the

requirements of law and the management maintains full control over the liabilities and assets of its

business. Hence, reconciliation is not required.

VHO QELI FAY AYyGSaANIGSR | OO02dzyay@mcadaiSy |y
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Integrated Accounting Systenintegrated Accounts is the name given to a system of accounting
whereby cost and financial accounts are kept in the same set of bo@sviously, then there will be
no separate sets of books for Costing and Financiardsc Integrated accounts provide or meet
out fully the information requirement for Costing as well as for Financial Accounts. For Costing
provides information useful for ascertaining the cost of each product, job, and process, operation
any other identifiable activity and for carrying necessary analysis. Integrated accounts provid

of
e

relevant information which is necessary for preparing profit and loss account and the balance shegts

as per the requirement of law and also helps in exercising efeectontrol over the liabilities and

assets of its business.

Advantages of Integrated Accounting System
The main advantages of Integrated Accounts are as follows:
i. No need for Reconciliation The question of reconciling costing profit and firaal profitdoes

n

not arise, as there is only one figure of profit.
il. Less efforts Due to use of one set of books, there is a significant saving in efforts made

iii. Less time consumingNo delay is caused in obtaining information as it is provided from books

original entry.
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Q3. Indicate, for following items, whether to be shown in the Cost Accounts or Financial Acc

Nov 22

i. Preliminary expenses wréh off during the year

ii. Interest received on bank deposits

iii. Dividend, interest received on investments

iv. Salary for the proprietor at notional figure though not incurred

v. Charges in lieu of rent where premises are owned

vi. Rent receivables

vii. Loss on sale of Fixeds&ss

viii.Interest on capital at notional figure though not incurred

iX. Goodwill written off

X. Notional Depreciation on the assets fully depreciated for which book value is Nil.

l'yag SN
S. No. ltems Accounts

(1) Preliminary expenses written off during the year Fnancial Accounts
(i) Interest received on bank deposits Financial Accounts
(iii) Dividend, interest received on investments Financial Accounts
(iv) | Salary for the proprietor at notional figure though not incury Cost Accounts

(v) Charges in lieu oent where premises are owned Cost Accounts

(vi) Rent receivables Financial Accounts
(vii) | Loss on the sales of Fixed Assets Financial Accounts
(viii) | Interest on capital at notional figure though not incurred | Cost Accounts

(ix) | Goodwill written off Firancial Accounts
(x) Notional Depreciation on the assets fully depreciated for | Cost Accounts
which book value is nil
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In batch costing the most importatINE 6 f SY A& (GKS RSUOGSN¥YAYI GAZY
determination of economic batch quantity involves two types of costs viz, (i) set up cost and
carrying cost. With the increase in the batch size, there is an increase in the carryibgtdbst set

up cost per unit of the product is reduced; this situation is reversed when the batch size is reduced.

Thus,there is one particular batch size for which both set up and carrying costs are minimiLims
size of a batch is known as economic ptimum batch quantity.

Economic batch quantity can be determined with the help of a table, graph or mathematical formula.

The mathematical formula usually used for its determination is as follows:

\/
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Sr.No Job Costing Batch Costing
1 Method of costing used for nen Homageneous products produced in a
standard and nosrepetitive continuous production flow in lots.

products produced as per customer
specifications and against specific
orders.

2 Cost determined for each Job. Cost determined in aggregate for the entire
Batch and then arrived at on per unit basis.

3 Jobs are different from each other | Products produced in a batch are
andindependent of each othelEach | homogeneous and lack of individuality.

Job isunique.
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Q1. DISCUSS the Escalation Clause in a Contract. (M

' yag SN

Escalation clausen a contract empowers a contractor to revise thecp of the contract in case of
increase in the prices of inputs due to some maeconomic or other agreed reasons. A contract
takes longer period to complete and the factors based on which price negotiation is done at the tin
of entering into the contrat may change till the contract completes. Tpietect the contractor from
adverse financial impacts and empowers the contractor to recover the increased prices. As per t
clause, the contractor increases the contract price if the cost of materials|ogress and other
expenses increase beyond a certain limit. Inclusion of such a clause in a contract deed is calle
G9aloltridAz2y /[t dzaS¢ o

Q2. Discuss briefly the principles to be followed while taking credit for profit on incomp

contracts.

' yag SN

Principles to be followed while taking credit for profit on incomplete contracts:

The portion of profit to be credited to, costing profit and loss account should depend cstalje of

completion of the contract. This stage of completion of the contraciutd refer to the certified work

only. For this purpose, uncertified work should not be considered as fanssble. For determining

the credit for profit, all the incomplete contracts should be classified into the following four

categories.

i. Contractless than 25% complete

ii. Contracts is 25% or more but less than 50% complete

iii. Contracts is 50% or more but less than 90% complete

iv. Contracts nearing completion, say between 90% and 100% complete.

The transfer of profit to the costing profit and loss accoargach of the above cases is done as under:

i. Contract less than 25% complete: If the contract has just started or it is less than 25% complet
no profit should be taken into account.

il. Contract is 25% or more but less than 50% complete: In this case nd®thhe notional profit
reduced in the ratio of cash received to work certified, may be transferred to the profit and loss|

account. The amount of profit to be transferred to the profit and loss account may be p
determined by using the following formula: >
1/3 x Notional profit x Cash Received/Work Certified &
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