Paper / Subject Code: 83007 / Financial Accounting and Auditing X -Cost Accounting

[Time: 3 Hours] [Marks: 100]

Note: (1) All questions are compulsory.
(2) Figures to the right indicate full marks allotted to the questions.
(3) Working notes wherever necessary should form part of your answer.
(4) Calculate figures up to the two decimal points wherever required.
(5) Use of simple calculator is allowed.

Q. 1. A) Select the most appropriate option and rewrite the full sentence. (Any 10) (10)
1) Standard Hours 360, Actual Hours 400, Standard Rate per hour Rs.1.50, Actual Rate per hour
Rs.1.40, what is the Labour Cost Variance .
a. Rs.30 (F) b. Rs.20 (A)
c. Rs.15 (F) d. Rs.19 (F)

2) The difference between the actual quantity and the standard quantity, multiplied by the standard
price is
a. Material Cost Variance b. Labour Cost Variance
c. Material Price Variance d. Material Usage Variance

3) The term "standard hours allowed™" measures
a. budgeted output at actual hours  b. budgeted output at standard hours
c. actual output at standard hours  d. actual output at actual hours

4) is a continuous process of comparing one's own performance with that against the best
known similar activity.
a. Target costing b. Benchmarking
c. Product life cycle d. Activity based costing

5) If the competitive price of a product is Rs.1000 and the company requires a 10 % proflt margin, then
target cost of product will be
a. 1010 b. 900
c. 1100 d. 990

6) The product strategy in which companies first determine the price at which they can sell a new
product and then design a product that can be produced at a low enough cost to provide adequate
operating income is referred to as

a. Cost-plus pricing b. Target costing
c. Benchmark costing d. Full Costing

7) Selling Price is Rs 40 Per unit. Variable Cost is Rs 24 Per unit. The P/V Ratio is

a. 20% b. 60%
c. 40% d. 30%
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8) If Fixed Cost is 1,60,000. If P/V ratio is 20%. Then the Break Even sale is
a. Rs. 8,00,000 b. Rs. 9,00,000
c. Rs. 36,000 d. Rs. 40,000

9) If actual sales is below BEP level, contribution is :
a. equal to fixed cost b. greater than fixed cost
c. NIL d. less than fixed cost

10) In Non-integrated system, Sales is credited to
a. Store Ledger Control Account
b. Finished Goods Control Account
c. Selling and Distribution Overhead Control Account
d. Costing Profit & Loss account

11) Cash received Rs. 2,00,000. It is 80% of work certified. The work certified is
a. Rs.1,75,000 b. Rs. 1,50,000
c. Rs. 2,00,000 d. Rs. 2,50,000

12) The unavoidable loss is known as

a. Abnormal loss b. Normal loss
c. Abnormal gain d. Normal Gain
Q. 1. B) State whether following statements are True or False. (Any 10) (10)

1) Ideal standard indicates the maximum level of efficiency possible over a period of time.
2) A Variance analysis is the difference between actual cost and standard cost.

3) The variance is adverse when actual quantity used is more than the standard quantity of the

material.

4) ABC costing is generally more accurate than traditional costing.

5) Use of indirect material is an unit level activity.

6) A benchmark is not a target fixed on the best practices.

7) Margin of safety indicates profit.

8) If variable price increases, the contribution per unit also increases.

9) Sales above the breakeven point indicate loss for the firm
10) Non-integrated cost accounting system follows the principle of double entry system
11) Cash received on contract is credited to Contractee’s a/c.

12) The cost of units of abnormal gains is debited to Process Account.
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Q. 2) RAM Industries Ltd. is manufacturing a product which passes through three
consecutive processes i.e. Process R, Process A, and Process M. The following figures

have been taken from their books for the year ended 31* March, 2023. (20)
Particulars Process R Process A Process M

No. of units produced 5,000 - -
Rate per unit of units introduced (X) 400 - -
Output during the year (units) 4,250 3,750 3,250
Normal loss (% on units introduced in each 10% 20% 15%
process)
Scrap value per unit (X) 100 150 200
Process Stock

Opening (units) 750 1,000 750

Closing (units) 500 750 500
Value of Opening stock per unit (X) 550 850 1200
Process Materials (X) 4,00,000 3,63,500 4,71,000
Wages (%) 1,62,500 1,87,500 2,04,500
Manufacturing Overheads () 1,42,500 1,63,000 1,06,500

Closing stock is to be valued at respective cost of each process. You are required to prepare:
a) Process Accounts, b) Process Stock Accounts

OR
Q. 2) ABC Ltd. Provides you the following information for the year ended 31% March 2023. (20)
_ Processes
Particulars A B c
Raw materials (units ) 6,000 1,220 | 1,300
Cost of Raw material per unit X 5 5 5
Direct wages 17,000 | 12,000 7,500
Production Overheads X 8,080 8,100 | 4,800
5 . -
Normal Loss (% of total no. of units entering to the 4% 506 30
process)
Wastage (% of total no . of units entering to the process) 6% 5% 4%
Scrap per unit of wastages X 3 4 5
Output transferred to subsequent process 70% 60%
Output sold at the end of the process 30% 40% | 100%
Selling price per unit X 12 16 20
Prepare process A, B and C account.
Q. 3) Following are the balances in cost ledger of a Manufacturing Company on 1.1.2023 (20)
Particulars Dr. X Cr.X

Stores Ledger Control A/c 34,000

Work-in-Progress ledger control a/c 45,600

Finished stock ledger control a/c 24,000

Cost Ledger control a/c 1,03,600
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Other transaction during the year 2023 were as follows: -

Particulars X
Purchase of Material 1,00,000
Direct Factory wages 1,40,000
Manufacturing expenses 89,200
Selling and Distribution expenses 30,800
Material issued to production 94,400
Manufacturing expenses recovered 88,880
Selling and Distribution expenses recovered 30,640
Sales 320,000
Stock of material at the end 39,600
Stock of finish goods at the end 29,400
Work in progress at the end 49,400

Prepare necessary cost control accounts for the year ending 31.12.2023
OR

Q. 3) Prepare the Contract Accounts from the following information relating to a contract for
Rs.40,00,000, the contractee paying 80% of the value of work done as certified by the

architect and the balance on completion. (20)
Particulars 2020-21 2021-22 2022-23

Materials issued 5,20,000 6,80,000 3,04,000
Direct Wages 4,54,000 5,20,000 4,15,000
Direct Expenses 8,000 55,000 16,000
Indirect Expenses 18,000 15,000 Nil
Work Certified (Cumulative) 9,20,000 30,00,000 40,00,000
Architect Fees A of v_vc_>rk 4% v_vc_>rk 4% of v_vc_ark
certified certified certified
Work done but yet to be certified Nil 40,000 Nil
Plant at commencement 80,000 Nil Nil
Plant at the end of the year 64,000 40,000 16,000

Q. 4. A. 1) In a company, the ratio of Variable Cost to sales is 60%. (10)

The Break Even Point occurs at 80% of capacity sales.

Fixed Cost is Rs 200000.
Calculate the following:

a) Sales at BEP.
b) Sales Capacity.

c) Profit at 90% sales capacity.
d) Profit at 100% sales capacity.

Q. 4. A. 2) Standard material required for manufacturing 100 kg of finished product is 150 Kg.
Standard Price of material is Rs.1.00 per kg. Actual output was 2,50,000 kg and the
actual material required was 4,00,000 kg at a total cost of Rs. 3, 60,000. Find the
material cost variance, material usage variance and material price variance. (10)

OR
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Q. 4. B. 1) The following is the summary of the entries in a Contract Ledger as on 31%

December, 2023 of Contract No0.789: (10)

Materials (direct) Rs. 80, 000
Materials (from stores) Rs. 16, 000
Wages Rs. 25, 000
Direct Expenses Rs. 21, 100
Establishment charges Rs. 10, 800
Plant Rs. 60, 000
Sale of scrap Rs. 3,000

Sub-contract cost Rs. 30, 400

Additional information:

1.
2.
3.

4.
S.

Accruals on 31-12-2023 are: Wages Rs.2,100 and Direct Expenses Rs.3,400

Depreciation on plant upto 31-12-2023 is Rs.15,000

Included in the above summary of abstract are materials Rs.5,150, wages Rs.2,850 and other
expenses Rs.4,000 since certification.

Materials at site on 31-12-2023 cost Rs.24,350

Work Certified was Rs.1,35,000

Prepare Contract A/c No0.789 and show that profit or loss should be taken into account
for the year ended 31% December, 2023.

Q. 4. B. 2) From the following information of M/s Mitali & Co., Pass Journal Entries in the

Cost Books (Non-Integrated System) for the month of February 2024. (10)
Particulars X
Raw Material Purchased on Credit 2,06,125
Raw Materials Issued to Production 72,500
Issued of Indirect Materials 67,250
Payment of Direct Wages 25,250
Works Overheads Paid 32,900
Indirect Materials used for office 55,100
Selling and Distribution Overheads charged to
; 48,925
Production
Finished Goods Produced 2,72,850
Abnormal Loss of Materials 5,125
Sales 3,87,750
Q. 5) Answer the following questions.
A) What are the characteristics of Life Cycle Costing? (10)
B) “Marginal costing is a tool of decision making” Explain. (10)
OR
Q. 5) Write short notes (Any four). (20)

a) Benefits of benchmarking.

b) Activity based costing.

c) Stores ledger control account.

d) Work certified and Work uncertified.
e) Break Even point.

f) Labour Cost variance.
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