ECO-10

BACHELOR’S DEGREE PROGRAMME
Term-End Examination

December, 2008

ELECTIVE COURSE : COMMERCE
ECO-10 : ELEMENTS OF COSTING

Time : 2 hours Maximum Marks : 50
(Weightage 70%)

Note : Attempt any two questions from Section A
and any two questions from Section B.

M
SECTION A

1. (a) What are various deficiencies of financial
accounting that gave rise to the need for cost
accounting ?

(b) State the difficulties faced in mtroducmg a
costing system in an organisation. 6, 4

2. (a) Explain FIFO method of priting issue of
materials and state its hmltaKons

(b) What do you mean by ‘idle time’ ? How do
you deal with it in cost accounts ? 5 5
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3.
(a)
(b)
(c)
(d)
ECO-10

Write notes on any twe of the following : 55

Labour Turnover Rate
Bin Card
Cost centre and Cost unit

Payroll Accounting




SECTION B _

4. (a) The estimated materials cost of Job D is
Rs. 40,000 and direct labour cost is likely to be
Rs. 8,000. In the machine shop it will require
machining by machine no. 3 for 20 hours
and by machine no. 4 for 6 hours. The machine
hour rate of machine no. 3 and machine no. 4
are Rs. 80 and Rs. 120 respectively.

Last year, the direct wages amounted to
Rs. 3,20,000 and the other factory overheads
(excluding those related to these two machines)
-amounted to Rs. 1,92,000. The works cost of
all jobs last year amounted to Rs. 10,00,000
and the office expenses amounted to
Rs. 1,50,000.

Prepare a statement of quotation which
provides for 20% profit on selling price.

(b) From the following information, calculate
(i) Reorder Quantity and (i) Maximum Stock
Level.

Annual usage : 30,000 units
Cost of materials per unit : Rs. 3
Cost of placing an order : Rs. 20
Time required for delivery : 1 to 2 months

- Normal consumption : 2,500 units per month
Maximum consumption : 3,000 units per month
Minimum consumption : 2,000 units per month

Annual carrying cost of one unit is 20% of
inventory value. 96
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5. In a factory, a product passes through two
processes R and T. In process R, a loss of 5% is
allowed. In process T, a loss of 4% is allowed.
Nothing is being realised by disposal of the
wastage.

During the month of March, 2007, 20,000 units

of material costing Rs. 6 per unit were introduced
in process R. Other costs were as follows :

Process R | Process T
(Rs.) (Rs.)
Other Materials - 12,130
Wages 20,000 12,000
Overheads 12,000 9,200

The output was 18,600 units from Process R.
Process T produced 18,400 units of which 16,000
units were sold for Rs. 15 per unit. The selling and
distribution expenses were Re. 1 per unit.

Prepare (i) Process Accounts, and (ii) a Statement
of Profit for the month of March, 2007, assuming
there was no opening stock of any type. 15
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6.

()

The contract price in respect of a project was
Rs. 20,00,000. On 315t March, 2007, 90% of
the work had been completed and certified.
The cost incurred upto 315t March, 2007 on
this project amounted to Rs. 16,00,000.

It was estimated that another amount of
Rs. 80,000 would have to be spent further to
complete the project. The contractee had paid
80% of the value of work certified.

Compute the amount of profit to be taken to
Profit and Loss Account for the year ending
31-3-2007 and show how work-in-progress
would appear in the balance sheet as on that
date assuming uncertified work as nil.

Explain briefly as to how are the following
items of expenses treated in cost accounts :

(i) Royalty and Patent Fees
(i) Fringe Benefits

(iii) Packaging Expenses

9,6
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(i) STIY (Fringe Benefits)

(i) feaEd = (Packaging Expenses)
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