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Write notes on :

(a) Methods ofapportionrnent ofjoint costs overjoint products

O) Treatnent of Research and Development costs in cost

accounts

(c) Sloq Non-Moving and Obsolete materials. (

ftq w ffiq ftr.rfr ftfus 
'

(") vg-iil s-crfr vt rt$fr sr(T + oTFic-{ fr RM
(b) firrd tqr t {ilq q'd fu6r'r srqdi m sq-qn

G) ffff, q'rffid <rrT orcsfu( srqffi r 15
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I (a)

(b)

3138

"Limitations of financial accounting have made the

management realise the importance of cost accounting."

Cornment.

'ffiq tsir.{ d frmdf t rqj€msi Rrrrd fu-+.{
t ras or \€srfi kdr Eqrr' frlqsft dBgr 5

Hari has started busincss udth a flcet of 10 taxis. The

various expenses incurred are :

Cost ofeach taxi - Rs. 75,000; Ealary ofofEce staff- Rs. 
(

I,500 per month; salary of garage staff - Rs. 2,000 per

month; reirt of garagc - Rs. 1,000 per month Driver's

salary (per taxi) Rs. 400 pcr montb Road tax aad repairs

(per taxi) - Rs. 2,160 per annum; Insuranoc prernium @

47o of cost per amum.

Thc tife of a taxi is 3,00,000 lil, at the end of which it is

estimat€d to be sold for Rs. 15,000. A taxi runs on an

avcrage 4,000 lon pcr montb ofwhioh 20plo it runs vacant.

Pehol consumption is 9 tur per litre ofpc&ol costing Rs.

6.30 per lite. Oil and other sundry expcnses amormt to

lts. I 0 per I 00 lon. Calculate the effective cost ofnmning (

a taxi per kilomctre.

rR't ro H + A+ t qM qfirq qnq fuqr r sr*
Efuqqqftq*:
y-d6 ?ffi * mrra 75,ooo Fo; orqirq €rs *
qu-q$ r,soo vo fr qfi<[ ftrq tls qt toq z,ooo

Process Output %age of normal Yalue o{ scrap

(units) loss of input per unil (Rs.)

19505%2
II 840 l0% 4

m 750 l5o/o 5

Prcpare lhrce ProcessAcoormts,Abnormal losVgainAccountg

Normal loss Acoount; 15

vtrr x #{ frfu{ cffi t g-fli + qr< fiq fr qrfr

tr sl lrqr q}wrq tlilro + lds Hq tm sqirel

t:
k{er lkrr t'ranu frqrm 5a
rm ilqfi (ro) 19$ 2Jxj2 7jl12

rdlfl rq{F Fo) 4m 3,mo 4,m e,mo

gilfi sqRarq (60) 9,m

cfrqr r d s oo sfr E6t{ fr < fr tooo s6t*d carr c,(ri

Gr wqfu * qR q d qr q< d il{fi ar *{ €la qt

qdRtril sflrfir rfi qTt Ir+*, cfrcr 6r rsrfi frt
trrrfr cfuqr { qrdr t *t fut w< d frqn qro * eT'o

tr qfrP(ffi qrtr( :

frcr 6mi{ qrlc*qsp ftgrcc*tae
F{r$ trh*rfd{rffir rftm{ G")

I 950. 5o/o 2

II 840 l0o/o 4

trI 750 l5o/o 5

(

I
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stsl 2 so gfr {.s'r* SIIEIqT aFr ftq( r,so,ooo so gfr

q{ : qffietfl s Fo sh F+r* qd-c|ffifl so7,

trrflr ir.r so,ooo ro yfr q{ qt{ frTdI + r*6 25%

qr str+ qTrr t trCr d EE W ro,ooo ro qT qfuo

qqr qT(gti d rsrcil R{d qRfi + f{ffi 6tdr t,
qsT E5',q + rdt Tfr | IFr{rjt i5T {€r E 16 1,00,000

oo cfr sd # on gHka Gr ongl+ 6r u+nq.{ (
frnq t ; s{ * cqq ftr qre errfl +t so%; iq i}
qfii 6rdr 6r Bo% drtrd krq qu, frt vr !r&6

rflt sft Et ft{fl d qltt, fr rppa dfrqt fufiq

iRn kfl{sr, c{ntfi6' sqP{qq 6} qwstcM dfrsr l0

5. Product X is obtained after it passes tbrougt tbree distinct

processes. Following information for week e,nding 3 I Octobcr

is giwn :

Partiaiars &oczss I Pross II Pmcqs III Toul

DircctMaErial(Rs.) ?ffi Lm 2J@, 7fl2
DircctWagcs (Rs) em 3,m 4,m 9,m
Prro<nrctiur Orrcrtead (Rs.) ,,* 

(
1,000 units at Rs. 3 each werc intr,oduccd in Prooess I. There

was no stock ofrnrtcrial or work in progrcss at the begirning

or at the cnd of the period. Thc output of each prroccss passcs

direqtto &e ncxtprccccs and fnally tir fuiahed stock Ptodrction

ovcrhead cost is recovered m l00p/o ofdircct wagcs. Additioul

infornratiqr :

3l3E t4

o" fr qrai t(M fuTqr r,0oo so tfr qrei gr{-d{ im

+fi (ctr ?ffi) +oo't'o cfr qr6; +s tff ilqr rrFftT

Ffd td) 2,160 Fo rfr q{, *qr ffftqr @ HFITT rrl

l% vfr q{t

c6 ?ffi qr ff++oro 3,oo,ooo ffi+a t, frtr+'

l5,o,oo Fo d k6 qI+ ar wgq6 $ I *
?ffi epoo ffio cfrcrr qkrdqmfitkffir 20%

{6.8rfr rrfr tr tft( fr qq6 e ffio cfr ft<
t Frr+l irFkr 6.so ro cfr frat tr to ew qq
Ffu anr ro oo ffi roo ftfio Wfr tr
cE tffi t qft-qm{ d gfr ffio fr cqff Errrd

ffifit r0

or (wm)

Distinguish between 'cost', 'crecnse', and 'logs'.

ErrH, ar.I frqr Erft d l+*c dfrtr 5

Y & Co. mdcrtook & confiact for Rs. 15,00,(M on an

anangerncnt tlut 800/o ofthc valuc ofwork donc as certified

by the architects of thc sontractee, should be paid

immediately and the rcmaining 20% be retaincd rmtil the

contract is cotrpleted.

In 2014 the amounts cxpendcd wcte : Matcrials Rs.

I ,80,000; wagcs Rs. I ,70,000; carriagp Rs. 6,(X)0; cartage

P&. 1,000; sundry expenscs Rs. 3,000. Thc work was

3 P.T.O.
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certified for Rs. 3,75,000 and 80% of this was paid as

agreed.

In 2015, the amounts expended were : Matcrials Rs.

2,20,000; wages Rs. 2,30,000; carriage Rs. 23,fi)0; cartage

Rs. 2,000; sundr5t expcnses Rs. 4,000. Threc-fourths of

the conkact was c6ti6ed ss done on 3l December and

80% of it reoeived accordingly. the value of work in

pirogr€ss uncertified was ascertaincd at Rs. 20,000. 
(

In 2016, the amounts expended were : Materials Rs.

I,26,000; Wages Rs. lr0,000; csrtage Rs. 6,fi)0; srmdry

€xpenses Rs. 3,000 and on 30 Junc the whole contact

was conpletcd.

Show the Contract Account and slso the ConEactee's

Accormt as would appcar for each of years in the books

of the contractor assruning that balance due to him was

reseived on co[pletion ofthe contract.

Y & Co. t 15p0,000 15'o i6r 9i5 rrg{q ftrqr I q{gr
{6 fi fu Wt i6c fir{, * }qrfidr * EKfsR Ero-/
rqlFrd Etfl f, * 5u i6t 80% i5T grl-d1q gr< Er{r t
rqr iq zoTo rr5{q Kr ti r*, t-ff qrtqrr

2s1a d q{ d trff {ftr fr , ffqfi l,8o,ooo t'o;

rq(ft t,zo,ooo r5o; Str$ 6,000 E'o; rlrgl 1,000 60,

frfre qq 9,000 Fo I 9,25,000 6o 61 6ff 9qp1-6

or (wnr)

(a) Distinguish between product costs and period costs.

s6rK arq-d aqr q-{& frFrd { i-c dfrSr s

(b) VK Works can produce 60,000 units per annum at its

optimum 100% capacity. The estimated costs ofproduction

are: Direct Material lts. 3 per unit; Direct Labour Rs. 2

per tmit; Indircct expen^ses : Fixed Rs. 1,50,000 per annun!

Variable Rs. 5 per unit; Serni-Variable Rs. 50,000 per armum

upto 50% capacity and an extra expense ofRs. 10,000 for

every 25o/o increase in capacity or part thareof. Factory

produced only against orders and mt for own stock The

rnanagement desires to ensure a profit ofRs. 1,00,000 for

the year. The production progranme of the factory is :

first three mcrnths of the yeaf, - 50Yo of the capacity;

remaining nine months - 80% ofthe capacity. 
.

Work out the average selling price at which each unit would

be quorcd. Ignore selling and distribution, adminisb-ation

overheads.

on-ft lrgqs-dq qrril rR 6r{ 6T+ vK Td 60,000

1+,r{ vffr qd qr rsrrt 6t v6-ft tr s-srfi 61

q-Jqrftil srrrfr B ' l-f,qr ffTff s ro ch EqT{; y-arer
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at 2(P/o ur primc oost. Administation ovdhead is recov€red at

60 paise per unit of production, Selling and Distribution

overhcads at 80 paise pcr unit sold. Prepare hofit and Loss

Account as pcr financial records and as pcr cost records. Also

reconcile thc hofit as per the two records.

v fro * 6r{qil{ * ruq q{ + ffiq gtflT t ftr{
qt{-+frt1I}t,
c-drfr ilqfr gqrfrq so,ooo so; vdrr-+r rlqq$ 36,s06 6o;

aneT{r sqfrarq 16,000 F'o; r{nffi6. sgfrqq 7,000 Eo;

lqrq Aqr f{il{ur sqft6qq 9,600 Eo; qrd ftur qCPfifuil

800 Eo, rfr6'qq qcRkfr 400 60; qlfrc' gii6 100

5o; utii{r rlqt l,0oo go; to urr qr rlq aIM 200 oo;

fl+rq (rzoo0 tqrO t,zo,ooo oo, frqn qro qr qFilq d-q,

(loo rar$) 3,2fi) so; rqfdrhd ur{ +r qFilq etq, z,roo

Sol

sfi lrdfr + Hrfiil qrd tvcr qor fr' rerr <rsfi s'T+.r

56,000 s'o sr I 6RgHr gqFtqq Til ilrrfl + 20% rt{

drnqT qriTr tt sq11qf6 sqftq{ eh yor{ u<qr<r oo t*
t o.nqr qil t Fqtq Hqr f+fllr sqfrqq eo tt vfd a-+

,r{ s6ri t wnqr qrdr tr ffiq ffi aqr qrrrc ft5,r6

* u-grn drq-Elfr snr qqrgtr fiT fffi * ilq cT

wtqrq S dmr 15

ftrir rrqr dqr sct B0% gftIrr, m {rdT + irg{R, qt

frqr rrqr r

zors { qq ff rffi 11Fr ff , vrcfi€o 2,20,000;

ru-qfr to 2,30,000; tll-fl E'o 23,00o; gur{ t" z,ooo;

frRs qqro 4,0m. sJe.;El or frt-dsr{ qI'T st

fr{q{ * Wf Sqr rttFm t'rqr nqr tr<gffi 80%

6r gftIrT fte .rqrr qFqlFm qfr-{rffi $ qr{to
20,000 i5T ffi'o gem r 

.

2016 d, wTfiEo 1,26,000; qq-(ft6o 1,70,000; rlrgr

Fo 6,000; RBtI qqoo 3,OoOiIsIt 30 q{ *1 Wg{q

{n e} Ircrr

erg{{r €rdr dR e6r(rdr i5T sril fuEC +fi f6
T6 Afr'fi fr S{il+I + cfd s{ E}m, qE qrtfr gt
fu ssfr1Hq trq ffg{q W *t ct st crq d
rIfr t l0

What is absorptim ofoverheads? Bxplain briefly methods

for abso,rption of Office aod Administrative overheads.

sqftq{if or qqgilqur flr fdr tl +rqFcq ffiI
ctrrsF{o' wM * q-{Yftqqr d hEET +1 ffiq it
(ffiEtl 5

The total overhead expenses ofa factory are Rs. 4,46,3 80.

Taking into account the normal working of the factory

overhead cost was resovered in production at Rs. 1.25

per hor.r. The actual hours worked were 2,93,104. How

would you procecd to olose the bools ofaocormts' sssuming

s P.T.O.
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that besides 7,80O units produced (of which 7,000 were

sold), there were 200 equivalcnt units in wck-in- progress.

On iirvestigation, it was fotmd thrt 507o ofthe rmabsorbed

overheads were on account ofincreasc in cost ofindirect

material and indirect labour and the rcmaining Soo/ow..I.e

due to factory inefficicnoy. Also give thc profit inplication

of the method suggestcd.

qS 6Rsri A Efi Bcft-qq 4,46,380 no t r qneri t (

rrqrq qitqrcr 61 +fr gt, wtdrq f,Frd qil scTr6r

fr r.zs oo cfr so-cr + Bfrrd t qtsr rqrr srr{ *
qIafro q€ egsrol ir qrq srfr * gtr+i d fctr
16,r( {q 6tt, T6 qrri gt fr' z,aoo f*rgfr m
g'fir<t ftqr rrcr (fffi t z0o0 k*, trfi) ilr eoo

sqs a6rgl qd-fitrd wr€ + trqts c{ qrqr rrqr

fu q+-qqsilfud wM ar 50% qr-tctr (I{fi vrrd

*r qrss srr (rftr fr 1E * on r qr dqr Ss 50%

isr(crFrT scr!rdr + 6,Rsil gwt rr{ Efu 6 mq

frRilr{ ei ff fr&qr ro

or (uq) (

What are the methods of scoondary distribution of

ovcrheads? Explain these methods b,riefly for reoiprocal

services.

sqftqm + Efr{6 iffi<ur fr FErd ar $i crflRm
t-{!tr + ftt gt Etufr 6} ffiq d tqsr{ir 5

6

M

ST qteYr qrdr (fuqrr) 2o,ooo

ff$ C{rwko
fqqd{ 2

+Til 3

qErfiffi 4

qq-qT dlqg :

(il uur frqer wq mr
(ii) Nm #o,frq Frcr Rfi

(rr)ocr g-+ utt{r K(
(r)urr qtrc s-q srr

N

15,000

o
20,000

3

4

5

4

5

6

l0

(

4. The following figures have been cxractcd from thc Finanqial

Accormts ofV Ltd. for thc first ycar ofopcratiot :

Direct lvlaterial Cotrsumption : Rs. 50,(M; Produotivc wages :

Rs. 30,fi)0; Faotory overheads : Rs. 16,0fi); Administsation

overhcads - Rs. 7,000; Selling and disErlbution overheads -
Rs. 9,600; Bad debt written off- Rs. 800; Prclirninary cxPenscs

written off- Rs.400; Legal charges - Rs. 100; Dividend

rcoeived - Rs. I,000; Interest received on bank de?osits - Rs.

2(X); Sales (12,000 units) Rs. 1,20,000; Closing stock offinishcd

goods (4m units) - Rs. 3200; Closing stock ofwott-ina,rogrcss

- Rs. 2,400.

The oost aooounts for the sarrc period tsvGal that direct Battrial

consumption was Rs. 56,00. Factory ovcrhcads is recovcr€d

3r3t I I P'To'
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of M, N and O respectively. The re'ordcr levels of M and

N are 15,000lqg and 10,000 kg respectwlywhile minimum

tewl of O is 2,5fi) kg. The wceHy produotion of X varies

from 300 to 5fi) mits whilc weckly averagp production is

400 udts. Thc followiag additional &ta 8rc givca :

MNO
ReorderQuantity(kg) 20,000 15,000 20'000

Delivcry (in weeks) (

Mirirnm 2 4 3

Average 3 5 4

lvlaxirurn 4 6 5

Co4utc:

(i) Minimum stock level of M

(i) Maxinrurn rtock lcwl of N

(iii) Rcordcr levcl ofO

(iv) Avcrage stock level of M.

!S'B{r{ x qr ffir tr{ i5-d (rqfu{it M,N iMI o

t fucr i{ril tr x frIrer {6ri t M,N wr o fr1

6.q$: l0 frfio, 8 Brto Tqr o fumo * qlq${6dr (

rtfr t r r'a d{Ir N * sil qltgr 161 ;6q![ 15,000

frrro nqr lo,fiD ftTIo E siR o i5r frEtiFr Ki
2sooBr[o tt xm ill(ltr6, sflrfiT 3oo t 5oo

r6r$d il6, ffflEI ffiI t qcf6, *ffi {I'ilItr6,

ir1n<r 400 rrr{ tr ftr1 lrfr?tfr @ src< f, :

A manufacturing unit has added a new machine to its fleet

of five existing machines. The total cost ofpurchase and

installation of the machine is Rs. 7,50,000. The machine

has an estimated life of 15 years and expected to realise

Rs. 30,000 as scrap at the end of its working life.

Other relevant data :

Budgeted working hours is 2,400 based on 8 hours per

day for 300 days. This includes 400 hours for plant

maintenance. Electricity used by the machine is 15 units

per hour at a cost ofRs. 2 per uuit. No current is &awn

during maintenauce. Thc machine requircs special oil for

heating which ie rcplaoed onoe evcry month 8t a cost of

Rs. 2,500 on cach occssion. Thtee op€rstors contsol the

operations of thc cntire bsttery of 8ix machines and the

average wage per person is Rs. 450 per weck plus 40%

fringe benefits. Estimated cost of machine maintenance

is Rs. 500 pcr week of 6 working &ys. Departnantal

and gcneral overheads allocatcd to the operation during

the last year w€re Rs. 60,000. During the ourrent year' it

is estimated that thete will be an increase of 12.5o/o of

this amormt. No incrementsl ovcrhead cost is envisaged

for installing the new maohine. ComPute the

comprehensive machine hour rate of rccovery of the

. 
running cost ofthe machine.

z P.T.O.
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w ftqftft s6r{ t qct d-q frErqH q$il * t} d cq;

T{ q{h{ cfr$ t r qfic * I(q aqr rqrr{r qq d Efi
iIFliI 7,50,000 s'o {$ 1 qtfu q,T Wgqrkd #fi 15 q{

t nqr sr$ frq-r *ro * qysrd sr+'r 6-{19 {q
sopoo F'o lrstttfi t I

qq yrdFro gffi :

soo f{*ftrt s qqcr sRfr{ t z+oo qEeT q,r {dct r(

Esd oo qe dre * rq-{Erc * t tr rnfrr am
ygm ffi t5 dte yfr qsa, 2 $o ,ft tn-. * q{

t t r tg<ers 6 616 fffi rgffi {S rtfr t r qfir
d rrri a,G,i ftrq c+, t+irs ild rgm rrm t -n yfr
qI6 2,500 to d Vfrfa 6f, gfr iIR, i[<.fl qfdf tf
st c q$it qil #{ cftqt!{-{ qert tr u+*r lfr
effr *w tec +so oo yfr wara t iTrxT 40%

ffqra erq Rt wt t r o end tr{H lfr *ara * ffi
Wqrfu qgfr-{ {ETere * ar.re soo oo tr M s{
arfqrdr 6t qrdEil fsqFtq iwtr rmrq sqtq{(
60,000 t'o t r wg{T g 6 * a( W{ rz.sf fi fA
ftt r rfr qrt-r * srrtr qri d qilS Effiv sqnq{
qffic qfi tr
cfi{ * qfum-r vrrrc * Rrt qrr* qtftq qur qr

ffisr lo

3, (a) How will you account for ard control 'waste' and 'scrap'

in cost aocounts?

m.m srd d 'er{r dR ,frrng, qft qrc fuff ron
sdrff 6tt dlr s{6r fr+aur sittr b

(b) What do you undcrstand by overtimc Femium in oo6t

accounts? What is the treatment of overtimc and how to
' 

contol if?The tirre cardofaworker slrowsthatinanormal

week of40 hours, he workcd for 52 hours at the rate ofRs

15 per hour. Taking overtime premium at 100% of time

rate, calculate the amount of groas wages.

ar.rc ffi d q}+reEq fifrqq t srFr iFn rqtt te
ds(eE{ iil sqirR qr frtr tl sr+r fr{qq fu(
r+n frqr qlq? 96'6ffi + Tsrq 6rg t rar rsr
fu lo q€ A rrqrq mn6 { ffi 52 qu} 15 6o
cfr sA d c{ t 6rq frcn qt{rerg{ fffrqq 6t mq
Er iil 100% *t gv vr+1 roo q$*fr q1 rr"Fr

dfctc r ro

or (mr)
(a) State thc basic poinB in llalsey Incentive Scherne. What

arc the advantagcs and disadrrantages of the scheme?

Er6t #flE{ d-r{r * W F{gatr +} ftHr rc
+wr+Ercdnaffiantr. s

@) X is a product manufactrrcd out of three raw materials,

M, N and O. Each rmit of X requirrs l0 kg, 8 kg md 6 kg
8

9
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