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ASSIGNMENT No. 1

(Units: 1–5)
Total Marks: 100 





  Pass Marks: 40/50
Q. 1

a. What are the objectives of cost accounting? What are its advantages and limitations? 

b. Describe the various techniques of costing in detail.                                                 (20)
Q. 2
                                                                                                                     

The following data are extracted from the books of Usman & Brothers Corporation for the period ended on 31st December, 2017. You are required to (a) Prepare Cost of goods manufactured and sold statement and (b) the income statement.                                  (20)
(Amounts in Rs. “000”)

	Sales
	 875,400 
	Factory Overheads:
	

	Direct Labour
	 170,400 
	Factory Insurance
	 18,000 

	Purchases 
	 288,000 
	Heat & Light Costs
	 9,600 

	Office Expenses
	 60,000 
	Depreciation on Machinery
	 13,200 

	Advertisement Expenses
	 72,000 
	Factory Rent
	 24,000 

	Inventories at 1 January 2017:
	
	Inventories at 31 December 2017:
	

	Raw Materials
	 76,800 
	Raw materials
	 67,200 

	Work in Process
	 60,000 
	Work in process
	 57,600 

	Finished Goods
	 115,200 
	Finished goods
	 124,800 


Q. 3


(10+10)
a. Several service organizations use the Job Order Costing system. Describe some reasons that support the use of Job Order Costing by such enterprises.
b. Junaid Garments Firm is engaged in two jobs to complete the order of a customer. Following is the cost data of the two jobs that were in process on January 1, 2015. 

Cost Components
Job No. 250
Job No. 450


Material
Rs. 5,000
Rs. 4,500


Direct Labour
Rs. 3,000
Rs. 3,300


Overheads cost
Rs. 2,000
Rs. 2300


Other costs on each Job: 


Material: Rs. 10,000, distributed as 3:2 on the jobs


Labour Rs. 6,000 distributed equally on both jobs and FOH 10% of the wages of direct labour.


The number of Units manufactured on Jobs is 1000 and 1200. 

Requirement: 


1. 
Calculate total cost and unit cost by preparing a job order cost sheet for each job.


2. 
Find the selling price if the gross margin is 20% of the cost of manufacturing.

Q. 4










     (20)

The Friends Company uses a process costing system. The department B received 14,000 units at a cost of Rs. 280,000. The department B costs were Rs. 24,000 for direct labour and Rs. 89,250 for factory overheads.  Normal spoilage is 5% of good output; inspection and identification of spoilage takes place at the 90% stage of completion. A total of 8,000 units were completed and transferred to Department C for further processing.  At the end of the month, 5,000 units were still in process, estimated to be 60% complete as to the conversion cost.


Required: Prepare a cost of production report for department B.

Q. 5










     (20)
a. Explain economic order quantity, annual ordering cost and annual carrying cost of material inventory and the benefits which can be reaped if these control factors are implemented by the management of an organization at the time of procurement.
b. The Alpha Manufacturing Company is purchasing a particular material at the cost of Rs. 300 per unit. Monthly usage is 1,500 units. The ordering cost is Rs. 50 per order and the annual carrying cost is 16%. Presently, the procurement of material is based on Economic Order Quantity modeling.  A supplier has offered the company for supply of requisite material at 5% discount if orders in lots of 3,000 units are placed.

Required:  Evaluate this offer to determine whether the company should accept this offer or purchase the materials on an Economic Order Quantity basis. 

ASSIGNMENT No. 2

Total Marks: 100
(Units 6–9)
Pass Marks: 40/50
Q. 1


(20)
The Surgical Instrument Company manufactures for stock purposes a number of high-precision instruments which must meet strict specifications. During the last month, an order for 200 instruments was executed by the company and the following costs were incurred: -

Material cost
Rs. 130,000


Direct labour
Rs. 90,000


MOH Applied
120% of Direct labour


The Quality Control Department rejected 15 instruments as they could not comply with the technical standards as envisaged. In order to rework for the removal of defects in the defective instruments, the additional costs as appended below were committed to rework: -

Material cost
Rs.  6,000


Direct labour
Rs.  2,500


MOH Applied
120% of Direct labour


Required: Record the manufacturing costs and additional costs incurred on the removal of defects and rework under each of the following options: -

a)
When the rework costs are charged directly to the job from which the defects were noticed.


b)
When additional costs incurred on reworking are charged to the overall periodic production. 
Question No 2






                (20)

a. Describe the functions of a timekeeping department and various methods used for controlling the attendance of workers in a factory.

b. Mr. Liaquat is employed in Imperial Electrical Industries as a wire operator. His monthly pay is   Rs. 12,000 with 20% Conveyance Allowance and 45% House Rent Allowance. He is also entitled to overtime pay at double the hourly rate for working beyond 40 hours in a week. Mr. Liaquat worked in the factory during April 2014 as under.


1st Week
48 Hours


2nd Week
54 Hours


3rd Week
60 Hours


4th Week
58 Hours


Required: Compute his total earnings for the month.

Question No 3






                 (20)

a. What are the methods for disposition of under- and over-applied factory overheads? Explain with necessary journal entries.
b. The following data has been extracted from the record of Basharat Production Industries for the year 2014:-
Budgeted factory overheads

Rs.500,000

Actual factory overheads

Rs.455,000

Budgeted machine hours 

12,500 hours

Actual machine hours 

12,000 hours
Required

1) Work out the following:-

i. Predetermined overhead absorption rate per machine hour.

ii. Applied overhead cost.

iii. Over or under-absorbed factory overhead cost.

2) Give journal entries for the following: -
i. Incurrence of factory overheads.

ii. Application of overheads to production.

iii. Disposition of over- or under-absorbed overheads.

Question No 4






                 (20)

a. Describe the contents of a Store Ledger Card and the objects for its maintenance in an organization.
b.  Comprehensively state the periodic and perpetual inventory systems and their application in trading as well as manufacturing concerns.
Question No 5






                 (20)


The Petiwal Production Company operates with two producing departments, P-1, and P-2 and two service departments, S-1, and S-2. Actual factory overheads before distribution of servicing departments' cost, together with the usage of services from the servicing departments, are as under:-


Departments
Actual FOH before proration
Services utilized 




S – 1
S – 2


P – 1
Rs. 200,000
40 %
20 %


P – 2
Rs. 238,000
50 %
40 %


S – 1
Rs. 72,000
--
40 %


S – 2
Rs. 90,000 
10 % 
--


Total
Rs. 600,000 
100 %
100 %

Required

1) Determine the total overhead cost of the Production Departments after proration of the overhead cost of the Servicing Departments using the Step method. 

2) Prorate the Servicing Departments' overhead costs over the Producing Departments using the Algebraic method and compute the total overhead costs of each Producing Department. 

3

