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Total Marks: 100
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ASSIGNMENT No. 1

Instructions: 
(You must answer the questions in your own words. Copying from books is not permissible. Give supporting calculations where necessary)

Q. 1
(a)
Define Cost Accounting and discuss its objectives.
(20)
        
(b)
Discuss the various advantages of cost accounting.

Q. 2
There is no necessity for keeping cost accounts in a monopolistic industry? Do you agree? State with reasons.
(20)
Q. 3
The following transactions were completed by Younus Industries Limited during January 2005: 
(20)
(a) Direct material of Rs. 84,000 and indirect material of Rs. 11,000 were purchased. But direct material of Rs. 4,000 and indirect material of Rs. 1,000 were not according to specifications and, therefore returned to suppliers.

(b) During the month factory got Rs. 62,000 of direct material and Rs. 7,000 of indirect material issued from the store room. But Rs. 2,000 of direct material and Rs. 1,000 of indirect material were not used in production, therefore returned by factory to store room.

(c) Gross wages and salaries for the month were Rs. 150,000; comprising Rs. 80,000 direct labour, Rs. 10,000 indirect labor, Rs. 40,000 sales salaries and Rs. 20,000 administrative salaries. After deducting provident fund of employees @ 10 % of gross earning, Rs. 135,000 were paid to employees. The company also contributes an equal amount towards the provident fund.

(d) Actual factory overhead cost Rs. 70,000; including Rs. 10,000 for depreciation of plant and Rs. 5,000 for expired insurance of plant; were recorded.

(e) Factory overhead is applied to production @ 100 % of Direct labour cost.

(f) Goods costing Rs. 200,000 were completed during the month.
(g) Goods costing Rs. 170,000 were sold for Rs. 250,000. Sales of Rs. 100,000 were for cash



Required: - Pass entries in the General Journal form to record the above transactions.

Q. 4
As of December 31, 2007, The Moon Star Manufacturing Co. with outstanding capital stock of Rs. 45,000 had the following assets and liabilities:
(20)

Cash Rs. 7,500, accounts receivable Rs. 15,000, stores Rs. 6,000, work in process Rs. 3,000, finished goods Rs. 9,000, prepaid expenses Rs. 750, fixed assets Rs. 45,000 (net), current liabilities Rs. 26,250.

During the year 2008, the retained earnings increased 75 % as a result of the year’s business. No dividends were paid during the year. Balance of accounts receivable, prepaid expenses, current liabilities and capital stock were the same on December 31, 2008, as they had been on December 31, 2007. Inventories were reduced as stores by 40 %, work in process by 50 % and finished goods by 33 1/3 %. Fixed assets (net) were reduced by depreciation @ 10 % p.a. on net value. Depreciation is charged 2/3 to manufacturing and 1/3 to administrative expenses. Sales were made on account at 75 % above their cost of Rs. 60,000. Direct labour cost was Rs. 13,500. Manufacturing expenses were applied @ 100 % of direct labour, leaving Rs. 3,000 under-applied which was included in the cost of goods sold. Total selling expenses and administrative expenses amounted to 10 % and 15 % respectively of gross sales. Other expenses paid were Rs. 7,500.


Required: 


(a) 
A balance sheet as of December 31, 2008.

       
(b) 
An income statement for the year 2008 including therein or in a separate schedule the details of the cost of goods manufactured and sold.
Q. 5
ABC Corporation manufactures a home appliance to sell for Rs. 280. Last year, the company sold 2,500 of these appliances, realizing a gross profit of 20 % of the cost of goods sold. Of this total cost of goods sold, materials accounted for 50% of the total and factory overhead for 10 %. 
(20)

During the coming year, it is expected that material and labour costs will each increase by 20% and that factory expenses will increase by 10 %. To meet these rising costs, a new selling price of Rs. 325 has been tentatively set. 


Compute the number of units that must be sold to realize the same total gross profit in the coming yeart as was realized last year. Support your answer with calculations.
Total Marks: 100
Pass Marks: 50
ASSIGNMENT No. 2

Q. 1
Wade company uses process costing. All materials are added at the beginning of the process. The product is inspected when it is 70 % converted, and spoilage is identified only at that point. Normal spoilage is expected to be 4 % of good output.

          During March 10,500 units were put into process. Current costs were Rs. 50,000 for materials, Rs. 40,000 for labour, and Rs. 30,000 for factory overhead. The 4,000 units still in process at the end of March were estimated to be 80 % complete. A total of 5,000 units were transferred to finished goods.


Required: Prepare a cost of production report for March.
(20)
Q. 2
(a) 
The Neely Bar Company has been buying a given item in lots of 1,200 units which is a four-month supply. The cost per unit is Rs. 8.00, the ordering cost is Rs.5.00 per order and the carrying cost is 25 %.
(20)



How much can the company save per year by buying in the most economical lots.

(b)
Make a comparative study of FIFO and LIFO.
Q. 3
Chenab Metal Works conducted a time study of their three operations and provides you with the following data:
(20)
	Operation code
	Observation

time
	Pieces

produced
	Allowance to be added

	A
	3 hours
	600
	10 %

	M
	5hours
	720
	12 %

	Z
	8 hours
	600
	15 %


Required:  Compute for each of three operations:

(1) Basic production time

(2) Standard production time
(3) Standard output per hour

Q. 4
Irfan Industries Limited has two production departments A and B, and two mutually interdependent service departments X and Y. The Cost-of-service departments are apportioned of based on the following percentages:
(20)



A
B
X
Y


Service department X
50%
30%
—
20%


Service department Y
40%
50%
10%
—


The following figures for departmental costs are available after the primary distribution:


Department A: Rs.17,500
Department B:
Rs.25,000


Department X: Rs.18,000

Department y: Rs.  6,000


Required: 
Calculate the total factory overhead of production departments by   preparing a worksheet showing the secondary distribution using:

(a) Repeated apportionment method

(b) Algebraic method

Q. 5
(a) 
Budgets and standards are complimentary to each other. Comment.


(b) 
Write a short note on zero-based budgeting
(20)
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