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Note:  Question 1 is compulsory. Attempt any five from the rest.
Question 1
A) (1/2 mark for each point)

1. Actual hours worked last year 8,84,000 hours
2. Unproductive Training Hours = 40% of 60,000 24,000 hours
3. Actual Productive Hours worked last year 8,60,000 hours
4. Sales per productive hour worked = ଵ,଺଺,଴଺,଺଴଴

଼,଺଴,଴଴଴
` 19.31 per hour

5. Gross Profit (or Contribution) per productive hour = 20% of Sales `19.31 ` 3.862 per hour
6. Total Labour Hours lost due to Labour Turnover = 2,00,000 (given) + 24,000 (unproductive 2,24,000 hours
7. Gross Profit foregone due to Labour Turnover = ` 3.862 x 1,24,000 hours `8,65,088
8. Additional Expenses incurred due to Labour Turnover
(Settlement Cost 87,640 + Recruitment Cost 53,480 + Selection Cost 32,812 + Training Cost 60,980)

` 2,34,912

9. Total Profit foregone due to Labour Turnover (7 + 8) ` 11,00,000
Note:  Alternatively, GP foregone can be calculated for potentially productive hours of 2,00,000 hours only.

B) (2.5 marks for each product)
Product P Q Total

Production / Sale Quantity 8,000 units 6,000 units

            Sales Values
Less: Profit at 25/125 of Sale Price

8,000 x 13.75 = 1,10,000

` 22,000

6,000 x 8.75 = 52,500

` 10,500
` 1,62,500

` 32,500
Total Cost = Sales Less Profit

Less: Further Processing Costs
` 88,000

8,000 x 5 = 40,000
` 42,000

6,000 x 4 24,000
` 1,30,000

` 64,000
Estimated NRV at split-off ` 48,000 ` 18,000 ` 66,000

Joints Costs apportioned in NRV ratio ` 64,000 ` 24,000 ` 88,000
So, Joint Cost Per Unit 64,000 ÷ 8,000 = ` 8.00 24,000 ÷ 6,000 = ` 4.00

C)
1. Absolute Tonne-Km (2.5 marks) 2. Commercial Tonne-Km (2.5 marks)
= A to B + B to C + C to A
= (24 MT x 270 km) + (14 MT x 150 km) + (18 MT x 325 km)
= 6,480 + 2,100 + 5,850 = 14,430 Tonne – Kilometers.

= Average Load x Total distance travelled
= [(ଶସାଵସାଵ଼ )

ଷ
 Tonnes] x (270 + 150 + 325) Kms

= 18.67 Tonnes x 745 Kms = 13,907 Tonne – Kilometers.
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D) (1 – 3 marks, 2 & 3 – 1 mark each)

Question 2
A) Let Present Cost be ` C and Profit be ` P. The breakup of Materials, Labour & OH are as below – (4 marks)

Particulars Existing Proposed
Working ` Working `

Direct Materials 0.5C 15,000 0.5C + 15% = 0.575C 17,250
Direct Wages 0.2C 6,000 0.2C + 25% = 0.250C 7,500
Overheads 0.3C 9,000 Same as existing = 0.300C 9,000
TOTAL COST C 30,000 1.125C 33,750

Add: Profit P 15,000 P Less 25% = 0.75P `
SELLING PRICE 45,000 45,000 (based on Old Price) 45,000 `

Note:  Amount Column is filled up after the following computations. (4 marks)
Comparing Present situation:      C + P = 45,000 (Equation 1)
Comparing Proposed situation: 1.125C + 0.75P = 45,000 (Equations 2)
Multiplying Equation 1 by 0.75, 0.750C + 0.75P = 33,750
Subtracting, we have 0.375C               = 11,250

Therefore C = ଵଵ,ଶହ଴
଴.ଷ଻ହ

  = ` 30,000. Substituting in Equation 1, we have, P = 45,000 - 80,000 = ` 15,000.

Present Percentage of Profit to Sales = ` ଵହ,଴଴଴
` ସହ,଴଴଴

 = 33.33% on sales. [ 1/3rd on Sales = ½ on Cost.]
New Cost = 1.125C = 1.125 x 30,000 = ` 33,750
Hence, New Selling Price = New Cost + Profit Margin = ` 33,750 + 50% on Cost, i.e. ` 16,875 = ` 50,625.
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B) 1. Effective Machine Operating Hours = 200 hours x 75% = 150 hours per month. (1 marks)
2. Statement of Machine Hour Rate

Particulars (4 marks) ` Per Hour
A. Machine related Overheads

a) Depreciation   Fixed               (` 3,24,000 x 10%) ÷ 12 months
b) Power                 Variable Given
c) Supervision   Fixed               Given
d) Elec. & Lighting   Variable Given
e) Repairs and Maint.Variable Given
f) Insurance                 Fixed ` 16,250 ÷ 12 months
g) Other Gen.Exps   Fixed ` 27,500 ÷ 12 months

2,700
15,000

3,000
7,500

17,500
1,354
2,292

18.00
100.00

20.00
50.00

116.67
9.03

15.28

Total Machine Related OH (3 marks) 49,346 328.98
B. Wages Basic: Machineman ` 125 x 200/8 = 3,125

Attendant `  75 x 200/8 = 1,875
Dearness Allowance ` 1.575 x 2 workers = 3.150
Sub-Total (Basic + DA) = 8,150

Add: Production Bonus at 1/3rd of above = 2,717
Add: Leave Wages and Holiday Pay at 10% = 815 11,682 77.88

Total Overheads (including Labour Cost element) 61,028 406.86

Question 3 (2 marks each)
A) A = Annual Requirement of Raw Materials = 40,000 packs.

     B = Buying Cost per order = ` 8 per order(given)

1. EOQ = ටଶ஺஻
஼

, where C =  carrying Cost per unit per annum = ` 40 x 10% = ` 4 p.u. p.a.

On substitution, EOQ = 400 packs.
2.   Number of Orders p.a. = ஺௡௡௨௔௟ ோ௘௤௨௜௥௘௠௘௡௧  (஺)

ொ௨௔௡௧௜௧௬ ை௥ௗ௘௥௘ௗ (ொ)
 = ସ଴,଴଴଴

ସ଴଴
 = 100 orders per annum.

3. Associated Cost p.a. = Buying Cost per annum + Carrying Cost per annum
      = (No. of Orders x Cost per Order) + (Avg. Inventory x Carrying Cost p.u. p.a.)
      = [100 x ` 8] + [ ସ଴଴

ଶ
 x ` 4 p.u] = ` 800 + ` 800 = ` 1,600

4. Timing of next purchase order:
· Annual Requirement = 40,000 units over 360 days, (given).
· Hence, Present Stock of 333 packets will be sufficient for ଷ଺଴

ସ଴,଴଴଴
 x 333 = 3 days only.

· Since Lead-Time is 3 days and Present Stock Quantity can meet only the Lead Time Consumption (since
there is no Buffer Stock), the next order should be placed immediately.

Note: If Lead Time were 2 days, the order can be placed even on the following day. However, if Lead Time were 4
days, emergency purchases should be made.

B) (2 marks for each)
Activity Cost Driver Rates Checking Accounts Personal Loans Gold Visa

Providing
ATM Service

` ଵ,଴଴,଴଴଴
ଶ,଴଴,଴଴଴

= 0.50 per Transactions 1,80,000 x 0.50
= 90,000

— 20,000 x 0.50
= 10,000

Computer
Processing

` ଵ଴,଴଴,଴଴଴
ଶହ,଴଴,଴଴଴

= 0.40 per Transactions 20,00,000 x 0.40
= 8,00,000

2,00,000 x 0.40
= 80,000

3,00,000 x 0.40
= 1,20,000

Issuing
Statements

` ଼,଴଴,଴଴଴
ହ,଴଴,଴଴଴

  = 1.60 per Statements 3,00,000 x 1.60
= 4,80,000

50,000 x 1.60
 = 80,000

1,50,000 x 1.60
= 2,40,000

Customer
Services

` ଷ,଺଴,଴଴଴
଺,଴଴,଴଴଴

 = 0.60 per Tel. Minute 3,50,000 x 0.60
= 2,10,000

90,000 x 0.6
= 54,000

1,60,000 x 0.60
= 96,000

Total Cost 15,80,000 2,14,000 4,66,000
Units of Product 30,000 5,000 10,000

Cost per unit 52.67 42.80 46.60
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Questions 4
A) 1. Creditors Account (1 mark)

Particulars ` Particulars `
Mar

31 Mar
To Bank (Payments made, given)
To balance c/d (Closing Bal, given)

1,05,000
15,000

1 Mar
Mar

By balance b/d (Opg. Bal, given)
By Purchases - (bal. figure)

30,000
90,000

Total 1,20,000 Total 1,20,000

2. Finished Goods Control Account (1 mark)
Particulars ` Particulars `

1 Mar
Mar

To balance b/d (Opg FG, given)
To WIP Ctrl (goods completed) (b/f)

75,000
1,86,000

Mar
31 Mar

By COS A/c (COGS, given)
By balance c/d (Clg.Bal, given)

1,95,000
66,000

Total 2,61,000 Total 2,61,000

3. Factory OH Control Account (1 mark)
Particulars ` Particulars `

MarVarious Expenses (Total Debits, given) 45,000 Mar
31 Mar

By WIP Control (absorbed, Note)
By bal.c/d (under-absorbed)(b/f)

42,300
2,700

Total 45,000 Total 45,000

Note: Factory OH Recovery Rate = ஻௨ௗ௚௘௧௘ௗ ி௔௖௧௢௥௬ ை௩௘௥௛௘௔ௗ௦
௕௨ௗ௚௘௧௘ௗ ௗ௜௥௘௖௧ ௅௔௕௢௨௥ ு௢௨௥௦

 =  ` ଺,଻ହ,଴଴଴
 ` ସ,ହ଴,଴଴଴

 = `  1.50 per Direct Labour Hour
So, Factory OH applied to Production = Actual DLH x FOH Recovery Rate = 28,200 hours x `  1.50 = ` 42,300
The difference in the Factory OH Control A/c represents under-absorption (as computed in the Ledger A/c
above), which is carried forward pending identification of reasons for difference into Normal and Abnormal
Reasons. Alternatively, such under-absorption Qiay be fully transferred to Costing P&L Account. (1 mark)

4. WIP Control Account (3 marks)
_ Particulars Particulars
1 Mar To balance b/d (Opg WIP, given) 6,000 Mar By WIP Control A/c (from WN 2) 1,86,000
Mar To Stores Ledger Control A/c (b/f) 78,000 (FG tfr to Warehouse)

- being Direct Materials Consumed
Mar To Wages Control (Direct Wages)

28,200 hours x ? 2.50 (Note b) 70,500
Mar To POH Control (Absorbed) (WN 3) 42,300 31 Mar By bal.c/d (Clg.Bal, Note (a)) 10,800

Total 1,96,800 Total 1,96,800
Notes: (1 mark)
(a) Value of Closing WIP = Direct Material Cost  + Direct Labour Cost  + Applied POH

 = given ` 6,000 + given ` 3,000 + (1,200 hrs x ` 1.50 ph) = ` 10,800
(b) Wage Rate Direct Labour Hour (based on information given for Closing WIP)

Direct Labour Cost of WIP (on 31st March) = ` 3,000, and Direct Labour Hours of WIP = 1,200 hours
So, Direct Wage Rate per hour = ` ଷ,଴଴଴

ଵ,ଶ଴଴ ௛௢௨௥௦
   = ` 2.50 per DLH.
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B) (2 marks for each process account, 2 marks for the working)



Page | 6

Question 5
A. (VARIANCES – 4 marks, escalation claim – 2 marks, contract account – 2 marks)
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B.
(i) Name the method of costing and unit of costing (1 mark each)

Sr. no. Industry Method of costing Cost unit
1 Sugar company having own sugarcane

fields
Process Per tonne or per

quintal
2 Engineering works Contract Per contract
3 Chemicals Process Per litre, per galloon,
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kilogram, tonne etc
4 Breweries Process Per barrel

(ii) (2 marks for each)
Particulars Explicit costs Implicit costs
Meaning Costs which involve some cash

payments or outflow of resources
Cost which do not involve any cash
payment at all

Also known as Out of pocket costs Economic/ notional/ imputed cost
Measurements These are actually incurred and can

be aeasily and objectively measured
They are not incurred. They cannot
be easily measured and involve
subjective estimation

Recording in books of accounts Recorded in books of accounts Not recorded in books of accounts
Purposes Accounting, reporting, cost control

and decision making
Decision – making like asset
replacement, make or buy

Examples Salaries, wages Interest on own capital , rent of
owm premises

Question 6
A. (3 Marks for each product)

B.

1. Job Evaluation (2.5 marks) 2. Merit Rating (2.5 marks)

M
ea

ni
ng

It is a process by which the following aspects of a job are analysed &
evaluated-

a) Nature and importance of tasks to be performed.
b) Skill Requirements of Job Holde3r like technical background,

experience, etc.
c) Importance of the job in relation to other jobs.

Merit Rating is the systematic
evaluation of the performance of
each employee. Performance
Evaluation, i.e. Merit Rating, may be
done by the supervisor of other
qualified person.
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O
bj

ec
tiv

es
a) To assess the importance of each job.
b) To determine the skill requirements of the job holder and fit the

right person in the right job.
c) To provide a basis for determining wage and salary structure for

various job positions in the firm.
d) To provide a basis for superior-subordinate relationships, i.e.

managerial hierarcy

a) To identify efficient workers and
reward them suitable.

b) TO determine training and
development needs.

c) To provide a basis for promotion
and trnasfers to Assess the worh
of the worker to the Firm.

C.
Pariculars Bin Card (2.5 marks) Stores Ledger (2.5 marks)
1. Maintained by Store-Keeper Cost Accounting Department

2. Nature Stores Recording Document Accounting Record

3. Contents Quantitative only Quantitative cum Financial Reocrd

4. Time of recording At the time of transaction After the transaction takes place

5. Source Documents Recorded at source. No separate
source document required

Posted from Material Requisition
slips, Goods received notes, etc.

6. Manner of Posting Each transaction is recorded
separately

Transactions may be posted on
summary basis

7. Inter-Dept Tfrs Inter-Deparment Transfers are not
recorded in the Bin Card

Inter-Department Trnasfers are
recorded in the stores Ledger, by
direct adjustment in the respective
Department WIP Control Accounts.

Question 7 (4 marks each for 75%, 100%)

B (2 marks for each point)
SITUATION ACCOUTING TREATMENT OF OVERTIME PREMIUM
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1. Due to genuine labour shortage Treated as regular cost of production, as
directlbour, by inflating normal wage rate

2. At customers desire e.g. immediate delivery Charged to the job directly. Such amount will be
suitable  recovered from the customers by charging
at a higher rate

3. Irregular overtime to meet production
requirement due to unexpected
development

Charged to job – treated as factory overheads

4. Due to fault of a particular department. E.g.
non – availability of a ram material

Charged to the department in fault, in order to fix
responsibility and prevent recurrence

5. Due to abnormal conditions Charged to costing profit and loss account


