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ASSIGNMENT No. 1

(Units: 1–5)
Q. 1
Define the following key terms in detail with suitable example/s.
(20)
a. Absorption Costing

b. Conversion Cost

c. Semi variable cost

d. Manufacturing Cycle

e. Perpetual inventory system

Q. 2
The book and record of the Fazal Khan Manufacturing Co. present the following data for the month of April. You are required to prepare an income statement with a supporting schedule showing the cost of goods manufactured and sold.
(20)
Direct Labour cost      
Rs. 20,000

Factory Overheads      150% of Direct labour cost

Cost of Goods Sold     
Rs. 66,000; 

Sales 


Rs. 105,000.


Inventory accounts showed the following balances:

	Inventories
	April 1
	April 30

	Finished Goods Rs.
	14,000
	Rs.    18,000

	Work in Process
	8,000
	12,000

	Materials
	10,000
	8,600



Marketing expenditure Rs. 8,200; General and Administrative expenses Rs. 9,400.

Q. 3
Gohar Garments was engaged in two jobs for the supply of school uniforms. On 31st March cost information was received, which showed the following details on Job Nos 125 and 220.
(20)
Date

Cost items
Job No.125
Job No. 220

14-3-2023
Material
Rs. 24,000
Rs. 15,000 

20-3-2023
Labour
Rs. 16,000
Rs. 12,000

27-3-2023
FOH
Rs. 5,000
Nil


Additional cost incurred: Material job No. 125 Rs. 2,000 Job No. 220 Rs. 1,000


Labour cost Rs. 1000 for each job and FOH Rs. 500 for job No. 220. Marketing and selling expenses Rs 5000 and the gross margin is 20%.


Required: Prepare job cost sheet and prepare journal entries.

Q. 4
Organizations use various techniques to minimize their inventory costs and measure various inventory levels like ordering level, maximum level, minimum level, danger level, etc., to ensure availability of sufficient material stock at any time for continuous production activities. You are required to describe each of them with suitable example/s.   
(20)
Q. 5
(a)
Distinguish between process costing and job order costing, highlighting their key characteristics. Support your explanation with relevant examples from the industrial sector in Pakistan.
(20)
(b) From the books of Abdul Kareem Incorporation, the following transactions were extracted related to January 2023. You are required to pass journal entries to record the above transaction in the general and factory ledger.     
	i.
	Purchased material and directly delivered to production order No. 305, Rs. 2,500

	ii.
	Depreciation on factory building and equipment, Rs. 6,000

	iii.
	Finished goods returned for credit Rs. 4,300, which cost was Rs. 2,800.

	iv.
	Miscellaneous factory overhead amounting to Rs. 1,800 was vouched and paid by the home office.

	v.
	The raw material book inventory at the end of the month contains the balance of Rs. 5,64,548. A physical inventory taken at that time showed a cost of Rs. 5,64,248.




ASSIGNMENT No. 2

Total Marks: 100
(Units: 6–9)
Pass Marks: 50

Q. 1
The following data is considered for receipt and issuance of material to describe the workings for the cost assigned to the material used and to the material ending inventory under the FIFO costing method applying the perpetual inventory system: 
(20)
Date

 Transactions

01.07.2025
Opening material inventory 350 units at Rs. 130 each.

10.07.2025
Purchased 500 units at Rs. 120 each.

16.07.2025
Issued 200 units to production.

20.07.2025
Purchased 300 units at Rs. 130 each.

22.07.2025
Issued 450 units to production.

25.07.2025
Issued 300 units to production.

28.07.2025
Purchased 200 units at Rs. 140 each.

31.07.2025
Issued 70 units to production.
Required: Work out the cost of material issued to production during July, 2025, and the cost of ending material inventory under FIFO and Average costing method. Assuming that the company uses a perpetual inventory system. 

Q. 2
The Kids Toy Company received an order for the manufacturing and supply of 500 toys from a retailer. The company spent the following costs for execution of the said order: -

(20)

Material used

Rs. 20,000


Labour cost 

Rs. 15,000


FOH Applied

60% of Labour cost


On final inspection, it was found that 20 toys were spoiled, which could be sold as ‘seconds’ for Rs. 50 each. 


Required: Record necessary accounting entries under the following cases: -


a)
When the loss on spoiled toys is charged to the relevant job. 


b)
When the loss on spoiled toys is charged to the overall production. 

Q. 3
(a)
What are the different methods of disbursement of payroll to the workers and other employees? Explain. 
(20)

(b)
Margala Pharmaceutical Company has employed three workers and is paid wages under Merrick’s Differential Piece Rate Incentive Plan. Their basic piece rate is guaranteed below the standard performance. The workers get 110% of the basic piece rate between 100% to 120% efficiency and 120% of the basic piece rate above 120% efficiency. Their basic rate of wages and production is as under.

i)
Basic piece rate Rs 5.00 per piece

ii)
Production of workers.

Worker    A – 2,000 units per month

Worker    B – 1,800 units per month

Worker    C – 2,400 units per month

iii) Standard production 1,920 units per month



Required: Compute the wages of the above workers under Merrick’s Differential Piece Rate Incentive Plan.

Q. 4
From the following particulars of Moon Corporation, you are required to prepare a cost of production report of Department II for the period ended on March 2023: 
(20)



Material Costs


Rs. 176,000





Conversion Costs

Rs. 246,000

During the month, 45,000 units with a total cost of Rs. 1,350,000 had been transferred into the department from department. Of these, 40,000 units were completed & transferred to department III, and 5,000 units were in process, on 31st March, 80% completed as to Material, 20% complete as Conversion Cost. 

Q. 5
What are the various methods used for allocating and proration of the Servicing Department’s overhead costs to Producing Departments, etc.? Which method provides more accurate and realistic information on the cost of overheads?
(20)
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