
B.B.A. (Part-ll) Examination
COST ACCOUNTING

-lime 
: Three Hoursl

Note : (l) Solve All questions.

(2) Figures to the right indicate marks.

1. (a) F,xplain thc importance ofcost Accounting. 4

(b) I)iscuss merits and demerils of I,IFO mcthod. 4

(c) Statc the f.mctional classification ofoverheads. .1

(d) What are thc objectivcs of Inventory control ? 4

OR

(e) Explain Dircct Labour Cost alrd lndircct Iibour Cost. 4

(f) Lxplain in brieffour mcthods ofcosting. 4

(g) Explain thc objects of Cost Accountire. 4

01) Explain the advantagcs and disadvantages of centralised stores. 4

2. The following information are available from the cosl accounts of a rcfinery :

Oil \o. I Oil No. 2

(Rs.) (Rs.)

Crude Oil Production

\4alerials 40,000 32,000

Wagcs 800 600

Stearn 210 240

Salc oI By-product 610 480

llelined Oil

Matcrials 1.600 1,200

\lhges 1,000 800

Steam 560 520

Sale of By-product 2,400 1,200

Blending

\\'ages 400

Steam 120
-l'hc 

amount of.rent and taxes is Its. 3,600. This is to be equally apportioned in each of thc

processes ard then the amount at arrived at should he divided io $e ratio of 7:5 for Oil No.

I and Oil No. 2 in the processes concemcd.

Preparc the accounts from the above informalion showing thc cost ofeach process and also

the total cost of the finished product lvhich is the blending of Oil \o. 1 and

Oil No. 2. 16

OR
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Prepare a Statement of Cost lion the following Imding and I'rofit and Loss Ar'c lbr the -Year

etrding 3l st March 2002

During the )'ear 2000 lablc lans \\'erc manufacturcd

Trading and Profit and Loss Account
(for the year tndcd 3l-3-2002)

Particulan ,Amount l'articulars Amount
(Rs, (RsJ

To Opcning stock : R] Sales 5,00.000

Raw Material ,10,000 81' Closing

Finished goods 20,000 Stock l

(100 fans) Rax malcrial 20,000

To Purchases ol Matc al 1.20.000 Iinished goods (200 fans) 40,000

To Wages 80.000

To Ca.riagc inward 10.000

To Factory salarios and uagcs 8,(t00

To Coal, gas and *ater 5.000

To F'actory ient i0.000
To Repairs to machinc 2,000

To Dep. on Plant/Machinery 6.500
'fo Gross Prolit c/d 2,58,500

Rs.5,60,000 Its. s,60.000

To l'rinring and St:tionen
To Office Rcnt and Sal ies

To Gencral Fixpenses

To'Iravclling Dxpnscs
To Distributior Flxlenses

To Advertisenlent

To Nct Profi! translerrcd

to Capital Ar!

2,58.500

Rs.2.58,500 Rs.2.58.500

After the preparation of abovc account it has been disclosed that thc W.l.P. rrs oD

1-4-2001 amounting to Rs. 5.000 and thc W.LP as on 31-3-2002 zmlounting to Rs. 10,000
have been *rongly inoiurlcd in thc srock oflinished goods. Thc W.l.P is valucd at factor)
cos1. 16
What are the objectiles of standard costing ? 4

Explain thc process o[ dcternlination of standards. 4

In a factory standard lahour mix is as follows :

Men 50, Women 25, Boys - 15

The actual labour mrx is as lbllorvs :

Men 40, \lbnren 30, Bols 20

St.urdard Rale per hour fi,r men, \omcn and bols is Rs.2, Rs. Lj and Re. I respecti\.el).
1'he \{orking hour per da1'lor all cmplo),ees are 8.

Calculate labour mi\ \'ariancc- 4

5.000

15.000

6,000

10.000

20.000

25,000
1,7 7.500

By Cross

Proiil bil

(a)

(b)

(c)
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(d) From the follou,ing data calculate variable overheads variance :

Budgcted production for the month 1,000 units

Budgeted yariable ovcrheads Rs. 78,{)00

Standard Time requircd for

producing one unit 20 hours

Actual production for the month 2,500 units

-Actual hours worked 45.000 hours

Actual overheads @) Rs. 1.5 pcr hour Rs. 67,500 4

OR

(e) Calculate labour ratc variance :

Particulars Sltaadard Actual

Output (in units) 12,000 15,000

Number of workers 90 120

No. of $'orking days in 9 months 25 24

Average wages per worker per month Rs. 350 384 4

(0 Calculate malcrial price varizurce :

A company shows thc following particulars regarding the material rcquirement to produce

1 kg mustard oil.

Quantity of mustaJd seed 2.5 kg.

Price of muslard oil 80 paise per kg.

Aotual Production Data :

Production during onc month 1500 kg

Quantityu-sed 5000 kg

Price of mustard secd Re. 1 pcr kg-

Calculate picc variance. 4

G) From the following calculate Quantity basis Sales Price variance :

Product Budge(ed Actual

Qrnty. Price Qunty. Pricc

(rnit") (Units)

P 1,200 2 1,500 3

Q80049005
R400660064

&) Standard timc per unit 50 hours

Standard Ratc pcl hour @ Rs- 4 per hour

Actue time per unit 60 hours

Actual Rate per hour @ Rs. 3.5 pcr hour

Calculate Labour Efficiency variance. 4
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4 (a) Prcsc[t the data in thc cost statcmcnt accordiDll to marginal costing

SzLles Rs. 85-000

Dircct Matcrial I{s..10.000

Labcur Rs. 10.000

Facton O,TI

Fi\ed Rs. I5.r100

Variable Rs. 6.000

!4les_O[H

Fixed Rs. -1.000

Variahle Rs. 10.000

Administratirc O{l Rs. 1.000

ft) Prepare lncome Statenrent hy .\hsorption ( osting

Particulars

N'laterial

l)irect wagcs

lae ton O,'I I

Z

1.000

r.500

Fited

Vari.$le

Selline ()'H

I 001)

I 900

1.i00

9.000

r.500

.r.500

x
7.500

9.000

l'roducts

:10,000

9,000

Fixed 1.500

Variablc 1.100

Salcs i2.000

(c) Income Slatement under Absolprion Cosling :

Unit lla!4

Opening Inrentory Nil

Production 500 unils

Sales 350 units

Variahlc CLrst dala

Manulaclurinc cost per unil

Sclling and Distribution cosl lrcr unil

Fixed coS!!!!4
Ma4agenrent cost

Marketing cost

Selling price pcr tjrrit

900

6,000

61,000

600

1,000

r6,000 ,t

Rs. l0

Its.3

Its 2.000

Its.600

Iis.24 .1
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(d) From the lollowing prepare lncome Stalcnrent under Variable Costing

[JDit Dala

Beginning Inventory

Productioll

Sa.lcs

Variablc Cost data

l,4anufacnrring cost per unit lts. 10

Distribution cost pcr unit sold Rs. 3

l'ixed cost data

Manufacturing cost Rs. 4,000

Marketing cost Rs. 1,200

Sclling pricc per unit Rs.24
OR

(e) From the lbllowing prepare Sratement ofAbsorytion Costing

Unit Data

Opering stock

Production

Salcs

Variablclqt_datg
M anufacturing cost per unit

Distribulion cost per unit sold

I ixed cost data

I\,lanufactuing cost fu. I 0,000

Marketing cost Rs.3,000
Sclling price per unit Rs.24

(f.i From the folloraing prcpare Statemedt of Marginal Costing

Unit Data

Opening slock

Production

Sales

Variable Cost data

Manufactuing cost per unit
Dist bution cost pci unit sold

Fixed coct data

Manufacturing cost fu. 1,000

Marketing cost Rs. 300

Selling price per unit Rs.25

G) Productionunits 12,000

Sales 10,500 units @ Rs. 4 PU.
Variable exp. Rs. 2 per unit

lixed exp. Rs. 4,000

Selling aLnd Distributioo Rs. 2,000 (15% fixed)

You are required to prepare Income Statement under Absorption Costing

\1tt\7, )lU 5

NI
1,000 units

700 units

l.lil
2,500 units

1,750 units

Rs. t2
Rs.4

NX

250 units

175 units

Rs. l0
Rs.3

I

,1

.1

4
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5

tr) lollolins datu .clate to tire operation ol H\{ Ltd. for thc }car ended 31st MArch 201I I

Units produced 600

Sold 500

l)iEcl matcrial incurred Rs. 900

Direct labour Rs. 100

Vadablc Ovcrh,:ad Rs. 750

Fixcd Overhead Rs. 1.200

Selling and Admin cxp. Rs.275

Selling price pc,r ,.rnit l{s. 6

Ralv Matcrial Stock opening 100

Raw Material Stock 100

Prepare lncomc Statcmcnt under variable method. 4

A Company has a nraximum capacily 01 producing 2.10,000 units per year Normal capacity is

regardcd as 1,80,000 units pc. Iear. \rariahle manl'acturing costs arc Rs. 11 per unit and fixed

manufacturing costs arc Il5. 5.40,000. \/ariable selling costs arc lls. 3 pcr uni!, while fixed selling

costs are Rj. 2,52,000 pcr,ear. Sciling pricc per unit is Rs. 10.

(a) li/hat is thc brcak-cvcn point expressed in units ?

(b) What is the volume of sales in rupccs tr) caln a targct nct incor,re of Rs. 60.000 per year ?

(c) I{ow many units must be sold to carn ir net income of l07o on sales ?

(d) What should bc thc sclling price per unit if lhe break-even point is to hc broughl to 80,000

units ? 16

OR

A retail dealer in Sarments is currentlv selling 2,1.000 shirts aruually. Hc sLpplies the follou'ing
details for the ycar ended Jlst December. 2001 :

Rs.

Selling pricc pcr rrnit 40

Variable cost per unit 25

Fixed cost :

(il Slafl salaries for the year 1.10.000

fi) Cencral olficc cost lbr the )car 80,000

(iii) Adlcrtising cost for the year 40.000

You are required to ans$er the lollorving :

(i) Break-even point and margin ol sal'cly in rupees and numbcr of shirts sold.
(ii) I| it is dcsired 10 introduce selling comnlission ofRs. 3 per shirt, how many shirts u,ould

requirc k) bc sold in a year to eam a net income of Rs. 15.000 ?

CO Assuming that lor the,vear 1997 additional staff salary ofRs. 11.000 is anticipated
and price of shin is likel], to be increased by 159,ir. rvhat should be the bteak-even

point in rupees and number of shins ? 16
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