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Chapter - 02 

MATERIAL COST 
 

(Assignment – 01) 

  

   

AEC Q.2.1.  From the following details, prepare a Stores Ledger Account indicating value of materials 
consumed and closing stock using FIFO method 

Date Particulars Units Rate (Rs) 

01.03.2004 Opening stock 100 1.75 

05.03.2004 Purchased 150 1.50 

12.03.2004 Purchased 300 1.60 

22.03.2004 Purchased 400 1.70 

08.03.2004 Issued 200 - 

18.03.2004 Issued 250 - 

29.03.2004 Issued 400 - 
 

 

AEC Q.2.2.  From the details in Problem 2.1, prepare a Stores Ledger Account indicating value of 
materials consumed and closing stock using LIFO method. 

 

AEC Q.2.3.  From the details in Problem 2.1, prepare a Stores Ledger Account indicating value of 
materials consumed and closing stock using HIFO method. 

 

AEC Q.2.4.  Using data in Problem 2.1, prepare Stores Ledger Account indicating value of materials 
consumed and closing stock using LIFO method. Company’s policy is to maintain a minimum 
stock of 50 units priced at Rs 1.50 each. 

 

AEC Q.2.5.  From the details in Problem 2.1, prepare a Stores Ledger Account indicating value of 
materials consumed and closing stock using Simple Average method. 

 

AEC Q.2.6.  From the details in Problem 2.1, prepare a Stores Ledger Account indicating value of 
materials consumed and closing stock using Weighted Average method. 

 

AEC Q.2.7.  From the details in Problem 2.1, prepare a Stores Ledger Account indicating value of 
materials consumed and closing stock using Periodic Simple Average method. 

 

AEC Q.2.8.  From the details in Problem 2.1, prepare a Stores Ledger Account indicating value of 
materials consumed and closing stock using Periodic Weighted Average method. 

 

AEC Q.2.9.  Calculate EOQ from the data given below: 

i. Weekly average requirement of raw material EXE : 50 units 
ii. Cost of placing an order Rs 100 
iii. Annual carrying cost per unit of EXE : Rs 15 

 

AEC Q.2.10.  Using data given below and in Problem 2.9, calculate all the levels of inventory 

i. Average / Normal usage 50 units per week 
ii. Minimum usage : 25 units per week 
iii. Maximum usage : 75 units per week 
iv. Re order period : 4 to 6 weeks 

 

AEC Q.2.11.  A parcel containing two components was received and the invoice discloses the following: 

 Material I  1,000 Kgs @ Rs 2 per kg 

 Material II  1,200 Kgs @ Rs 1.50 per kg 
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 Insurance  Rs 95 

 Sales tax  Rs 228 

 Freight   Rs 220 

Transit loss of 20 kgs of material I and 12 kgs of material II was noted. No insurance claim 
could be made. 

Find the issue rate per kg of each material. Find the revised rates if a provision for 
obsolescence of 12°c is to be made. 

AEC Q.2.12.  ABC Ltd. distributes a wide range of Water purifier systems. One of its best selling items is a 
standard water purifier. The management of ABC Ltd. uses the EOQ decision model to 
determine optimal number of standard water purifiers to order. Management now wants to 
determine how much safety stock to hold. 

ABC Ltd. estimates annual demand (360 working days) to be 36,000 standard water purifiers. 
Using the EOQ decision model, the company orders 3,600 standard water purifiers at a time. 
The lead time for an order is 6 days. The annual carrying cost of one standard purifier is Rs. 
450. Management has also estimated the additional stock out costs would be Rs. 900 for 
shortage of each standard water purifier. 

ABC Ltd. has analyzed the demand during 200 past re-order periods. The records indicate the 
following patterns: 

Demand during lead time No. of times quantity was demanded 

540 6 

560 12 

580 16 

600 130 

620 20 

640 10 

660 6 

Determine the level of safety stock for standard water purifier that the ABC Ltd. should 
maintain in order to minimize expected stock out costs and carrying costs. When computing 
carrying costs assume that the safety stock is on hand at all times and that there is no 
overstocking caused by decrease in expected demand (consider safety stock levels of 0, 20, 
40 and 60 units). 

Also calculate what would be the ABC Ltd. s new re-order point? 

 

AEC Q.2.13.  From the following details write Stores Ledger under simple average method 

 Dec. 1  Opening Balance  100 kgs. @ Rs 5.00 

 5  Received   50 kgs. ® Rs 5.20 

 8  Issued    120 kgs. 

 10  Issued    10 kgs. 

 15  Received   80 kgs. 

 18  Issued    50 kgs. 

 20  Received   100 kgs. @ Rs 5.60 

 25  Issued    40 kgs. 

 29  Issued    60 kgs. 

The stock verifier found a shortage of 10 kgs on 16th and another shortage of 10 kgs 26th. 
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AEC Q.2.14.  The particulars of receipts and issues of materials in a factory in January, 2005 are as under: 

Jan. 1 Opening Balance  1500 kgs. @ Rs 12.00 per kg 

2 Issued 650 kgs.  

5 Purchased 400 kgs. @ Rs 12.60 per kg 

9 Issued  300 kgs.  

10 Purchased 200 kgs. @ Rs 12.50 per kg 

11 Issued 300 kgs.  

12 Returned from Workshop issued on 2’ 
January 

20 kgs.  

13 Issued 450 kgs.  

16 Purchased 500 kgs. @ Rs 13.00 per kg 

18 Issued 400 kgs.  

22 Purchased 300 kgs. @ Rs 12.00 per kg 

30 Issued 200 kgs.  

Pricing of issues is to be done on FIFO basis. A shortage of 10 kgs was noticed on 16th. 
Prepare the Store Ledger for the month of January, 2005. 

 

AEC Q.2.15.  The particulars of receipts and issues of a certain material during January 2005 are given 
below: 

Date  Receipts 
Units 

Rate per 
Unit (Rs.) 

Issues 
Date 

Units 

Jan 6 Purchased 450 25.00 Jan. 3 600 

12 Purchased 600 24.50 8 500 

15 Return from Workshop  

(issued on Jan. 3) 

50 - 12 250 

22 Purchased 350 26.00 24 300 

28 Purchased 500 27.00 27 500 

Opening Balance on January 1, 2005 1,000 units ® Rs 24 per unit. A shortage of 15 units was 
noticed and recorded on January 9, 2005. Prepare Stores Ledger in respect of the material 
for the month of January under the LIFO system. 

 

AEC Q.2.16.  The particulars of receipts and issues of a certain material during January 2005 are given 
below: 

Date  Receipts 
Units 

Rate per 
Unit (Rs.) 

Issues 
Units 

01.12.2004 Opening 2,000 5.00  

07.12.2004  1,000 6.00  

10.12.2004    2,500 

15.12.2004  2,000 6.50  

31.12.2004    2,200 

On 31.12.2004, a shortage of 100 units was found. Find the values of issues and resulting 
stocks on different dates using LIFO, FIFO and Simple Average methods. 

 

AEC Q.2.17.  The following are the details supplied by AB Ltd. in respect of its raw materials for 
November, 2004: 
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Date  Receipts 
Units 

Amount 
(Rs.) 

Issues 
Units 

01.11.2004 Opening 1,000 6,000  

10.11.2004  500 3,500  

15.11.2004    1,200 

20.11.2004  1,000 8,000  

30.11.2004    1,100 

On 30.11.2004, a shortage of 50 units was found. Find the values of issues and resulting 
stocks on different dates using LIFO, Simple Average and Weighted Average methods. 

AEC Q.2.18.  The following transactions took place in respect of raw material during January, 2005: 

Date Particulars Kgs. Rate per 
Kg. (Rs.) 

Jan. 1 Opening Balance  1000 kgs. 9 

2 Purchased 1500 kgs. 10 

5 Issued 390 kgs. - 

8 Shortage 10 kgs. - 

15 Surplus returned by a Production department 200 kgs. 12 

20 Issued 1000 kgs. - 

25 Received from vendor 300 kgs. 14 

28 Issued 1200 kgs. - 

31 Issued 100 kgs. - 

You are required to write up the Stores Ledger Account applying the Simple Average Method 
of Pricing issues. 

 

AEC Q.2.19.  From the following information select the suitable method of pricing material issues and 
write up a Stores Ledger Card based on that method: 

Date 

2005 

Particulars Kgs. Rate per Tonne (Rs.) 

Jan. 1 Opening Balance  24,000 kgs. @ Rs 7,500 per tonne. 

1 Purchased 44,000 kgs. @ Rs 7,600 per tonne. 

3 Issued 10,000 kgs. - 

5 Issued 16,000 kgs. - 

12 Purchased 10,000 kgs. @ Rs 7,800 per tonne. 

13 Issued 24,000 kgs. - 

18 Issued 25,000 kgs. - 

22 Purchased 50,000 Kgs. @ Rs 8,000 per tonne. 

28 Issued 20,000 kgs. - 

31 Issued 22,000 kgs. - 

On 24th January, 2005 a shortage of 200 kgs. was noticed in stock taking. 

 

AEC Q.2.20.  The following transactions took place in respect of a Material MP-6’ in the store of a 
manufacturing company in the month of November, 2004 

 Opening Stock    400 units  @ Rs 15 per unit 

 

http://www.aeccsca.blogspot.com/
mailto:aec.com@gmial.com
mailto:aec.com@gmial.com


Mukesh Agarwal Research Group MATERIAL COST (ASSIGNMENT – 01) 

 

AAEECCIInnddiiaa.Commerce, Gopal Madhav Extension Place, Shinde Ki Chhawani, Gwalior-474001  +91-751-2424240, 98930-16415, 9827204115 

CS / CA Guidance Classes Web: www.aeccsca.blogspot.com; E-mail: aec.com@gmial.com    Page 5 of 6 

 Purchased on 11.11.2004  8,000 units  @ Rs 10 per unit 

 Issued on 19.11.2004   7,800 units. 

The company follows “Simple Average Method” for pricing of material issues. What is the 
value of closing stock of materials as on 19.11.2004? 

AEC Q.2.21.  Record the following transactions in a specimen stores ledger using 

a. Weighted average method and 
b. The LIFO method of pricing issues. 

      Units   Price (Rs.) 

March 1  Balance in hand   3,000   2.00 

2   Purchased    2,000   2.20 

3   Issued     1,500 

5   Purchased    2,000   2.30 

10   Issued     1,500 

15   Issued     2,000 

20   Purchased    2.000   2.40 

31   Issued     1,500 

In the above situation, what are the effects of each method? 

 

AEC Q.2.22.  From the following details of stores receipts and issues of materials “EXE” in a manufacturing 
unit, prepare the Stock Ledger using ‘Weighted Average” method of valuing the issues 

Nov 1 Opening stock 2,000 units @ Rs 5 each 

Nov 3 Issued 1,500 units to Production 

Nov 4 Received 4,500 units @ Rs 6 each 

Nov 8 Issued 1,600 units to Production 

Nov 9 Returned to stores 100 units by Production Department (from the issues of 
Nov 3) 

Nov 16 Received 2,400 units @ Rs 6.50 each 

Nov 19 Returned to the supplier 200 units out of the quantity received on Nov 4 

Nov 20 Received 1,000 units@ Rs 7.00 each. 

Nov 24 Issued to Production 2,100 units. 

Nov 27 Received 1,200 units@ Rs 7.50 each. 

Nov 29 Issued to Production 2,800 units. 
 

 

AEC Q.2.23.  The Stock Ledger Account for Material X in a manufacturing concern reveals the following 
data for the quarter ended 31.09.2004: 

  RECEIPTS ISSUES 

  Quantity 

Units 

Price 

Rs. 

Quantity 

Units 

Amount 

Rs. 

July 1 Balance b/d 1,600 2.00 - - 

July 9  3,000 2.20 - - 

July13  - - 1,200 2,556 

August 5  - - 900 1,917 
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August 17  3,600 2.40 - - 

August 24  - - 1,800 4,122 

Sept. 11  2,500 2.50 - - 

Sept. 27  -, - 2,100 4,971 

Sept. 29  - - 700 1,656 

Physical verification on 30.09.2004 revealed an actual stock of 3,800 units. 

You are required to: 

a. Indicate the method of pricing employed in the above case. 
b. Complete the above account by making the entries you would consider necessary 

including adjustments, if any, giving explanations for such adjustments. 

AEC Q.2.24.  You are presented with the following information by Om Engineering Company relating to 
the first week of December 2004. The transactions in connection with the materials are as 
follows – 

Days Receipts Units Rate per Unit (Rs.) Issues (Units) 

1st 40 15.00 - 

2nd 20 16.50 - 

3rd - - 30 

4th 50 17.10 - 

5th - - 20 

6th - - 40 

Calculate cost of materials issued and value of closing stock under FIFO, LIFO and Weighted 
Average Method. 

 

AEC Q.2.25.  Calculate Maximum Level, Minimum Level and Re-ordering Level from the following data 

 Re-ordering Quantity   1,200 units 

 Re-ordering Period   4 to 6 weeks 300 units per week 

 Maximum consumption  300 units per week 

 Minimum consumption   200 units per week 

 Normal consumption   250 units per week 

 

AEC Q.2.26.  In a factory component A is used as follows 

 Normal usage   50 kgs. per week 

 Minimum usage  25 kgs. per week 

 Maximum usage  75 kgs. per week. 

 Re-ordering quantity  300 kgs. 

 Re-order period  4 - 6 weeks 

Calculate for component A 

i. Re-ordering Level 
ii. Maximum Level 
iii. Minimum Level 
iv. Average Stock Level. 
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