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Subject: CMA I
TEACHER: DR D.BAIDYA
LECTURE NO. 02

 Cost Accounting Problems With Solutions
Problem 1:
The accounts of Basudev Manufactures Ltd. for the year ended 31st December 1988 show the following:
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Find out:
(a) Material Consumed (b) Prime Cost (c) Works Cost (d) Cost of Production (e) Total Cost and (f) Sales.
Solution:
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Problem 2:
Prepare a Cost Sheet for the year ended 31.3.86 from the following figures extracted from the books of Best Engineering Co.
Opening Stock:
(i) Raw Material 40,350,
 (ii) Work-in-Progress 15,000 and
(iii) Finished Stock 35,590.
Cost incurred during the period:
Materials purchased 2,50,000, Wages paid 2,00,000, Carriage inward 2,000, Consumable Stores 10,000, Wages of Storekeeper 7,000, Depreciation of Plant & Machinery 10,000, Materials destroyed by Fire 5,000, Repairs & Renewals 5,010, Office Manager’s Salary 10,000, Salary to Office Staff 20,500, Printing & Stationary 10,000, Power 10,500, Lighting for Office Building 2,000, Carriage outward 3,000, Freight 5,000, Entertainment 2,500, Warehousing charges 1,500, Legal charges 2,000, Expenses for participating in Industrial exhibition-6,000.
Closing Stock:
(i) Raw material 35,000,
(ii) Work-in-Progress 14,500, and
(iii) Finished Stock 40,030. Profit 25% on cost.
Solution:
Best Engineering Co.
Cost Sheet:
[image: clip_image019_thumb2]
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Problem 3:
From the following figures relating to the manufacture of a Electronic Product during the month of July 1990, prepare a statement showing Cost and Profit per unit:
[bookmark: bookmark18][image: clip_image022_thumb2]
Solution:
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Working Notes:
Calculation of Closing Finished Stock:
Closing Finished Stock= Opening Finished Stock + Production – Sales
= Nil + 20,000 – 18,000 = 2,000.
Problem 4:
The following data are available for 2006:
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It is expected that in 2007:
(a) Production will be 1,00,000 units.
(b) Prices of materials will go up by 33⅓%.
(c) Variable selling overhead and fixed expenses will rise by 25% and Rs. 25,000, respectively. What would be the cost per unit and selling price in 2007, if it is desired to maintain the same rate of profit on sales as in 2006?
Solution:
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Working:
(i) Calculation for Material Cost per unit in 2007
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(ii) Calculation for cost per variable selling overhead in 2007
Selling overhead increased by 25% i.e. selling overhead per unit in 2007
= Rs. 4.00 + 25% of Rs. 4 = 4.00 + 1.00 = Rs. 5.00
(iii) Fixed expenses in 2007 = 75,000 + 25,000 = 1,00,000
(iv)  Rate of profit on sales = 2/12 × 100 = 16⅔%
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Working Notes:
(i) Variable overhead changed with production unit.
(ii) Fixed expenses assumed related with office and administration.
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Statement of Cost for the year ended 31.12.88

Particulars Anount “Amount
Rs. Rs. Rs.
Opening Stock of Materials 6720
Add : Purchases of Material 1.50,000
Less : Materials rewned of Suppliers 2,000 1.48.000
154,720
Less : Closing Stock of Materials 7.720
RAW MATERIALS CONSUMED 147,000
Direct Lubour 50,000
Direct Expenses 20000
PRIME COST 2.17.000
Factory Overhead
Factory Expenses 15,300
WORKS COST 232300

Office & Administration Overhead
Office & Administration Expenses

COST OF PRODUCTION
Selling & Distribution Overhead
Selling & Distribution Expenses

TOTAL COST/COST OF SALES
PROFIT

SALES

240300

7.900

248200
10000

2.58,200
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Particulars

Amount

“Amount

COST OF GOODS SOLD

Rs. Rs.
Opening Stock of Raw Materials 40350
Add : Purchases 250000
Add : Carriage inward 2000
“Add . Freight 5000
297350
Less : Mateiials destroyed by fire 5000
292350
Less : Closing Stock of Raw Materials 35,000
RAW MATERIALS CONSUMED 257350
Wages 200,000
PRIME COST 451350
Factory Overhead
Consumable Stores 10,000
Wages of Storekeeper 7.000
Depreciation of Plant & Machinery 10000
Repairs & Renewals 5010
Power 10,500
42510
499.860
Add : Opening work-in-progress 15,000
5.14.860
Less : Closing Work-in-Progress 14,500
WORKS COST 500360
Office & Administrative Overhead
Office Manager's Salary 10,000
Salary to Office Staff 20500
Printing & Stationery 10,000
Light for Office Building 2000
Legal Charges 2,000
44500
COST OF PRODUCTION 544,860
Add : Opening Finished Stock 35,590
580450
Less : Closing Finished Stock 40030

540420
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Selling & Distribution Overhead
Carriage outward

Entertainment

Warchousing charge

Expenses in Industrial Exhibition

COST OF SALES
PROFIT [25% ON 5.53.420]

SELLING PRICE

3,000
2,500
1500
6,000

13.000

553,420
138,355

691775
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Rs.

Raw materials used 50,000
Direct wages 30,000
Labour hours worked 10,500 units
Labour hour rate Rs. 200

Office overhead 20,000
Selling overhead Rs. 100

Units produced 20,000 units

Units sold 18000 @ Rs. 10




image6.jpeg
Statement Showing Cost

Elements Unit | Amount | Amount | Per unit
Rs. Rs. Rs.
Raw Materials used 50,000
Direct wages 30000
PRIME COST 80,000

Factory Overhead

Labour hours worked (10,500 units x Rs. 2.00] 21,000
WORKS COST 1,01,000
Office overhead 20000
COST OF PRODUCTION 20,000 121000 | 605
Less : Closing Stock of Finished Goods [balancing figure] [ 2,000 12,000
COST OF GOODS SOLD 18,000 108900
Selling overhead [18.000 units X Re. 1] 18000 | 100

COST OF SALES 18,000 126900 | 705
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Statement Showing Profit

Particulars Units Amount Amount Per wnit
Rs. Rs. Rs.
Sales [18.000 units @ Rs. 10 PU.J 1.80.000 1000
Less : Cost of Sales 126900 705
PROFIT 18,000 53.100 295
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Production 50,000 units
Materials Consumed

Direct Wages

le Production overhead

Variable Selling overhead

Fixed Expenses

Selling Price per unit

Rs.
75,000
50,000

100,000
2,00,000
75,000
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COST SHEET

for the year ended 2006

Production : 50,000 units
Particulars Amount Amount Per unit
Rs. s Rs.
Materials Consumed 75,000 s
Direct Wages 50,000 10
PRIME COST 125,000 25
Add : Factory Overhead :
Variable Production overhead 1.00.000 20
WORKS COST 225,000 45
Add : Office and Administrative Overhead :
Fixed expenses. 75.000 5
COST OF PRODUCTION 3,00000 60
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Add ; Selling & Distribution Overhead :
Variable selling overhead

COST OF SALES
Add ; PROFIT (Balancing figure)

SALES VALUE

200000 40
5.00.000 100
100,000 20
6.00.000 120
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Material costs per unit in 2006
Add : Tncreased 33{% in 2007
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COST SHEET
for the year 2007.

Production : 100,000 unit
Particulars Units | Amount | Per wnit
Rs. Rs.
Materials Consumed 100000 | 200000 | 200
Direct wages 100000 | 100
PRIME COST 300000 [ 300
Add : Factory Overhead :
Variable Production overhead 200000 | 200
WORKS COST 500000 | 500
Add : Office & Administrative Overhead
Fixed Expenses 10000 | 1o
COST OF PRODUCTION 600000 | 600
Add : Selling & Distribution Overhead :
Variable Selling overhead 500000 | 500
COST OF SALES 1100000 | 1100
Add : PROFIT [163% on Sales, ie. + of cost 220000 | 220
SALES VALUE 1320000 | 1320
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Stock of Material on 1.1.88

Materials Purchased

Materials retumed to suppliers

Direct Labour

Direct Expenses

Factory Expenses

Office & Administrative Expenses

Selling & Distribution Expenses

Stock of Materials on 31.12.88
Profit

6720
150,000
2,000
50,000
20,000
15,300
8,000
7,900
7,720
10,000




