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Cost Audit & Management Audit 


ICWAI - Stage IV 
Question: 1 

The table gives the Cost of Production of Product X: 


Prodl,:lctloM 13..600 unit. 
Total Coat 

Rs. r....akh. Rsj'Unit 
679....? 4,996

(I) R.a_ Material. 

(Ii) w ..._ aftd Salarie. 
 1:5.96 117 

20.2.0 149(Hi) Scorea and Cbot"nolcals 
87._ 644

(tv) S ..rv!c.... aftd UtlUtl_ 
0.80 6(v) Dcpreci_tlon 
4.41 32(vi) OthCIT Ovo..he.lId.. 
6.40 47(vB) Adrni.nistration Overheads 

Nil Nil(vlU) 	Scock Adjust.n:'\e-nt 

To\.O.l 


(ix) Selling Overh..-.. 833.63 6.129 
·r~..1 

42.60 314(x) Interest:. 
876.23 6.443 

(xU) Salas R ..Usadol'l (inciu.dve of .Excise Duty) 
(x.l) Total c.o., of' Sales 

12.94.00 2.515 
417.77 3.072(xUi) MaJ:"aln of" Profit 

o~ Para 24- ofYou 	are required to ....rive at the 'follo'W'fno RaUo. tor the f"urpoee 
the AnnE>xu... to the Cost AudIt Report for the product only: 
(a) F'n:>flt ........ percentag.. of Ca.pltal 'employed. 

(b) F'rotlt as a percentagE> to Sales Turnover. 

Not• .~ 
'1 \/Vor-ktng Capitalls a •••ased aa :3 months cost 01' Sale. (of Y'eievant elernent.s 

- of 008t on1y) aes separate data ,..efaUng t.o Current Assets and Current 
LI...bllltl...... fo, the product Is not avallabl... 

2, Flatio of Net Slock to depreciation is 10: 1. The Value of Gro.... Block Is As 
75 lakHs and Capital Worl<-In-progr...... Is As. 20 'akh. 

3. ex",I... Outy Ie 40% oj'the SalUng Prlc.. . 

...........""'.r 

N&~ BlocJc. _ .ft._. 80,000 ~ 10 .. as. 8 JoJc.h 

W"ork.inJ( c:;:api'al _ Coat of' .ale. - (tnt.Ore.&r ... I>eproc.iadon) 

,.. R... 876.23 t.k.b - (42.60 ..... O~80 l.tUoch) _ R.~ 332.83 


'W"orldn" CapJtal <» 3 cnonUu ooat: oE .alc:.t... 8.32.83 14 _ R.:!l. 208~20 lakh 


CapltKI ot"npJO)lod _ Nea: block. ..... 'Wol'lcJna caph,aJ - 'R.a. 8 l.kh ... .R::l. 2Q8~2 lakh Q" R •• 216.2 lakh 

Exel•• Dur.y _ t~ 'M. 01$() I 140 _ R.~. 3t~9.71 lakh , 

Profit (B.xeludlna !!xcl.a n\.lty)._ R.~ (417,77 - :l1S9.71) luh.., Rs. 48.06 lakh 

'Protit bo.foro It\.u=,....' and LJ:abllltl•• _ R.a~ (48~06 ... 42~6) laJc:.h _ a.'. 90." l&k.h 

N ... , curno'~et'_ 'Ra. (1294 - 369:71) laJeh _ a..~ 924.29' lakh ' 

(a) RAllo or prone Co capital .:ntplQ;y.d _ 9Q.66 I 214.20 >t 100 _ 041.93 9ft 

(b) Ro.UQ €,If' pl"OE'h, ItO aaJ•• t.urnovo.. _ S>O.66 I $1'204.29 )Ie lOO _ 9.8t .. 

Question: 2 

': ABC L.td. h ..... r_o_lvedan _nqulry ,for the supply of 2.0'0.000' "LImber. of Spaolal 
TYpe 0'1 Maghln_ Part.. C.paoltY exl••• 'for "th_ rn_nu~aot.ure Of 'the m_ch'ne parts. 
but _ --tbced: Inv..tr"n_nt of ..... 80.000 and VVot"klng capItal to 'tn._ extent of 25% ofS.'e_ V ...t..... ""'.. b_ ,._qul....,. If t:h_ Jeb 18 undertaken. 
Th. Coata a ......tlmated a_ fOUO:"",'8' : 

RaW' M_'t.rta'. - 20~OOO kg. _ ~a. ~iL50 per kg. 
LabC3l;ur HO,ur. - 9.000 o"f vvhloh 1 ..000 ""Quid be ovaTttrne hou... payable a' 
double the labour rate. 

L.ab?u .. Aate - Re. 2 per hour_ 

Factory Ove""'ea.d - Rs. 2 pet" dIrect labout' hOUrS~ 


SeUing and Diet.rlbution Expenaea - A.a. 23.000 

Material Recovered at the end of th. op.ration VIIff. be Ft•• 8.000 (ee'timatEtd)". 

The Company .xpects _ Not Fl.tufT') 0" 25-0/. on C..pltal Empjoy.d~ 


Vo~ are tn. Management Accountant 0' the COfYlpeny. Tha Manag'nQ Dlreetor 

requests yen.. to prepare a Coet and Prloe Statement IndlcatJng the prleo VIIhlch 
ahoula be QuC)'tad to the C::::uatorner. . 

A."n."W'er 
Stat-.anent: o~ Cost and. Price Qu.ot....tlon 

Pr-oduc:a Machine Part.s (Special 7"'ype) Q-...aTltity = 2.00..000 units 
as. Rs. 

Mft1.criaJs (20~OOO KgS @ as;, 2.S0) !5O.000 
L.ess: Se-rap .....-alue ~ 44.000 
LabQur­

8.000 hours @ .R.-.. 2 	 16.000 
1.000 (On hour", <Ii> R..4:t;fr ~ ~ 

Prin.r C'Qsr _,000 
Factory overhead (9 ..000 hI'S. (fl> Rs. 2) ,liWJQQ' 
Factory Cos: 8:2.000 
SelUng and Djst.s'ibution Exp¢nses 230QQ 

Telal C'QSf 1.05.000 
Profit (Expected) 2,83;'3 

Sai.ex "33333 

Selling PrjC4 / unit - 1.33,333 "" 2.00,000 - Ft.". 0.67 

Wor-klng Notes 


Suppose~ 

SIlJcs =- S == Total cast .... 25% 0'( capital employed :.::: Z.OS.OOO + 2S1100 <80.000+8/4) 

-= 1.05,000 ..... 20..000 ..... S/16 

or. 165 = 16.80,000 ... 3.20.000 + :s 

0<. 1:55 _ 20.00.000 


• 	i.e.. S = 1.33.:<33.33 

Sale-oS Rs. 1.33.333 


Profit Sales - Co:\t = 1.33,35), ! .05,000 ,,-;;; l~s. 28.33"3 

Working: Cftp',tnl = 1/41:h of $u.j(,:.., 

Question: 3 

FoUO\Afing data is ava.ilable "for a cornp<:lny ,-etRtlny to th~ Coe..-;t ot P("oduction of a 
product subjected "to Cost AUdit. 


Prepare tho Export Profi,-aoHUy S"t".,nta.THlH"lt to oe inch._..H.i~a jn th~ Annoxu("6 to tho 

CoS't Audit Repof't_ 


http:1.33.:<33.33
http:1'204.29
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lO.oon Units 

Rs, 
9.000 units 2,02,500 


Sales (Export) 1.000 unit.~ 20,000 

Materials COngUlned 20 Tonnes @ Rs. 5 kg. 1.00.000 

ImpOf"ted Cul"npont:nl @ Rs, 3 I unit 
 30,000 (One untt/unlt of produ.ction)

DlY:c::c::tLabour 10,000 

P""to.!')' O""r,,=<1 15.000 

Admlni»l.ranve Overhead 
 ~.OOO 
Pdeght &. Packing (Local Sides) 4,500 

Packlna to.. Bx.P¢l't 2.000 

Handling At POr1 500 

OpenIng Work.. tn-prog1"es:s 10.000 

Closing Work-In...p:rogress 5.000 


Additional Information 

(I) Export incentive of 10 % on F.O.B. is receIvables. 
(II) 	 Draw Back-on-Duty paid on Raw Materials and Components ..vall..ble on 


exoorts is Rs. 2.500. 


Ans~cr 

Tak.ing; -,ncQ consideration. the rc.qo;ccInenU of pro,.vbions under Coat: Audit (Report) Ru)es. hk.c 

aho___ing s.cp.arately Local SalClJ and Export Sales. 'With details Ukc Quantity.. Not Realisation 

Pncc/lJn1t~ Pack.ing CharBc.s~ etc.. Pr"ofitabJlh:y StAtCJTlCmts have bcOJ") p~ 89 bclovv : 

Statement of Cost or P ... od.u~t.ion 

Production 1O~OOO unUs 
Total Pc.r unit 
RI'. RI. 

Di~' M.u.Lerials (20.000 kSS at Qs~.5 per kg) 1.00.000 10.00 
Imported cClTnponenc..", (lO~OOO uniY @ ii;.a. 3. I unit) '30.000 3.00 
Dlroct Labour 10.000 1.00 
Prhneeost 1.40,000 14.00 
Pactory overhead 15.000 1.50 
Opening W,l.P. 10.000 1.00 

1,65,000 16.:50 
Less: Closing W'.l.f>, $000 0".:50 
WOrks CO$t 1.60.000 16.06 
Administrative over-head 5,000 0.50 
Coat of Production 1.65.000 16,SQ 

a"",PCrt. Saloa 1.0000 u n.l1:S 
P.,...unlrTo>rai r~3• .) t"Rs.J 

CO::..l of' prCduotJon 16• .!SOO 16. .50 
E!.xpor\. Paekina '2.000 2.00 
~_n.d"n. at. port 
(.A.) c:;::o.c O't _.1•• 	 O'Ud'·mExport. sale.. reaUs..::lg.n 	 ~g: 
Cb&b IncOP'.:i:ve <IIi> t.OCJb oCP~O,.EJ._ 2 ..0'0 
Du:ty :Dra'¥Vb-.::k Oft co,l::n:pon.ent:. 2.50 
(B) Taota1> a:-eaJl....do'D '''''30"'p~ oOlJI IE.:Jt:po~ (".8) <'Ai 

Question: 4 

The following data are extracted from the aCQOunts of a factory manufacturing Industrial 
alcoho~ for poUutlon control: 

R ... 
(a) 	 Undertaking cnvironrnont ltnp.et S1Udic& 2.45..000 
(b) Depreclation Qf Bjo--g..... Plant Installed durina: the y...... 6.75.000 
te) Otber rnatc:rtais purcha.&e:C1 'for mat:1utacturc. of Cotnpost. manure 5~40.000 

(d) 	 Salw-les -W......" {'or 810--..... ""d Compost manure plant 1.20.000 
(e) 	 Sal.. proceeds of manure Bold 3.40.000 

How you will trea.t the a.bove Items in the Cost Accounting Reoord.. taking into account 
the $ocla' responslbuH;y of the company·for preventing pollution 7, 

Mos, of the CO"' Accountina: Records Rules provide for showing the expenditure incurred for 
omucnt trea.tment. or pollution control as a separate element of QOSt~ 

Indus.trial Alcohol Plants are one of the most. poJJuting industries and unless the effh.lents tt,.re 
property t:reat.e:d and disposed oL they win contamina.ro the environment and pollute the ground­
""""'ate:1' in the. neighbouThood. The cotnpany tnanufacturing the product bas a socia' res.ponsibility 
t.o prevent such: pollution. and hence tbe e;.-'t.penditure incurred for that purposc, is a Jegitlrna~e 
cost in the manufacturing process. 

The cos.t of effluent treatf'iiltent in the pollution "",ll be \Alorked ou't as follows: 

Rs. 
{a) Cost of environment i-mpact 5ltudie& 2,.45,,000 

(b} Depreciation on 8iogas Plant 6.7S.000 
(0) Material cost for Bioga..s lTlanure 	 5.40,000 

(d) Salarie.$ a..nd ""ages 	 1 20000 

1:5 ..80,000 

Less: SaJe: procecd~ of organic manure 34QooO 

Net cos.t of Effluent Troilt;menL 1a 40 OQQ 
i2....sdon.. 5 

Tht! follOWing is the Profit &. Loss Account ofPygmy fnduscries LuL., a single product cCJI'npany 

(Rs. in lakhs) 

IncoJne: 
3802.42GrossSalt!s 

Other income 
2.0fDividend recei!.'~d 

20.16inrcrest received 

Proftt on. sale of iI'tV<I!srment.f 
 1.':17 

Sale of scrap -.4....8Z 
Total lnCOftlr 

Ex.pcnses: 
2648,94Material..>cOr,sun1.ed 

Ul.?9)Inc.rease Ul stor:k 
80.6/Stores ond .'I·pares consuIIu:,d 
98.78Power aru:! fu<!1 
12.52Rev(_uys and rnal.nle(uUu.:c 

http:cOr,sun1.ed
http:contamina.ro
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J/.29LabDf4r,: prDC.ss~nB and macld"" hirelCharB«# 
44.1/ til 

TOIQ~ 6mploy.« cost.. 
J.72SQJr1pitlls. 4t:JltllS promotiol'l and advt!rtis4!:menl 

32.85BrDlul!"4Iltll~ discount an"d cQmlfti.ssion 
38.84War"«housing and distribuTion fffxp~n.st:S 


AJdiJ.i.oneU 341.4 T.c:I.ICiITuI"nov.r Ta.x: (not recnl.J.rable) 
 17.::0 
j.80Provision,for bad "btl 


h~S"'I"a"c•• t"ff'A/~S & t'Q.XIIt,s and other 4dmin',l'I",(nive i/:xpel1s(!$ 
 58..'7 
358.28C~l""ral ~cisfJ Dul)' paid 
121.60In.tlrest arul/irtanctf cha11Jes 
"6.5}DepreciatiDn. 

---.UlQLos.s on sAL. ofQ.SSfilts 
~ 

• This inclu.deJ ~mploye~ costs of S'elling and di.Jlribllltion Rs. 2.32 lllk..h 

Clu../nll Stock as On 3/.3.2002 . 

iRs. lakhs) 


Raw mDurlals 37.8' 

Sto"''' ,q..parrrt.. 72.Q/ 

WDrb-in.pr<>e...s 17.77 

Fini6h<td ."ods /02.34 


Worlc: OUI the follo...,/". I"GIlol as iJu/lca,ea .~,. ¥nl .A.nn(f!.)(.UTIIf to 1M Co,:" A,,,dis Rllport : 

(a) i,.,.rt<"" _ .. p."""nzG•• <ifSallts. 
(b) S.,llb0.6 iI1UId di6l1rl.burJ...,. CO",,;. .... .. p.rc",nrag' <if..aus 

(t!') Filli.thed.(foods "oek I,. I'.,.rmo$ ofn.,mb..r cif,"onM.. ca"h CDst of ..ale... 


(s) 
Rs.(lakhs) 

S,.,... Intereat &. Pin. charso. 121.60 
Le$3: fntonest l"eceiv~ ~ 
N •• Jn......t lOJ._

Ltls/l:BD
"'6"-' 

1_.......... _ ....._101.4413444.14 - 2.9.5'J11o 


(b) Sclll... and Dl&tributlcm B.>r.pona.... 

Rs. '(/ok.hs)Employ___ 
2.32 


Sarnp.... s*lea promotion and advL 3.72 

.....kor.......tc. 32.85 

Wanobouain.... Distrn 38.S4­
Addl. S.T. 17.20 

Prov. fof' bad deb... 
 ~ 

..I..QI.l..2.l 
Sellin. &. DI.,dbutlon B.Kpons... a$ II. 'JIIo on sales 100.73/3444.14 .. 2.92'11'>. 

(c) C<»~ of Sal•• 

Rs.(lalc.h..!t) 
Thtal .xpona"s ~ 
LA_ , 2><d_ duty 358.28 

In-..at roceived 20.16 

l...oa. on ..10 of F.A. 2.80 

Sal.. of scrap ---A..B2 


:lJUW.l. 

Cost of sal... 3274.32 


Rs. (Iakh..) 
eoat of aal... 3274.32 
us",: Dotpreciati.on ~ 
Cuh ooa' of ...lea for Ih.. y ..... 3.l.l.1..8l. 

Po. month 3117.81/12 .. 2:19.82 

Stock of finished goods 1.02.34 

Stock. of fini"hed good~ i~ terms of number of months 

Caah con of sales '" 10;.t.34, 2'9.82 _ 0.39 months. 


The fo'trowlng I. the abridged eal.noG Sheet of PoW'erpack aDUG"'I~. Ltd; 

(Fl•. In I_h",) 
3'1.3.2003 3'1.3.2002 

l./abllltJ.s 
Sha,.e Capltat sao ~;.uo 


Cebenture Ftec:ternptfon RosGrve 25 SO 

Capital subsidy from $te:te Governmenf 30 SO 

Aev.tuatJon Ae.erve 125 
 '40 
Genera' R •••rve' 160 120 

ealance In PrOftt & Lo.ss Ale. 48 :32 

Soour~ Loana 275 295 

Un••cured Loans 
 .-12.3 ....ll.Z 

.:1O.1U1 ~ 
.A• .tfI.t•.~ 

Giro... etook 725 680 

Acoumulat,ed'Deprecfation (3t5) (290)

Ce.p,t... V(0nc.-«n-Progreas 43 37 

Inv.et~nta '5 '5

Cu,.,..nt A ...r.~· 


fnventor••• 
 4'7 "4'Sundry Oebtofs 182 '95 

Advances for CapItal Equipment 2" ,7 

Othel" Loans & Advances. '44 ,37 

Cash & Bank BalancQs 2~ 
 ,9 

CurrQnt LJabllltl.s: 
Sundry Or-edltor"$ 


For Capital expenses (17) (21 ) 

For Others (185) (197) 

Provision'for Taxes (64) (71) 


MidceUaneous Expensoa ~ ---1.P2 
TotEli l..Qa.e J.Q.G~ 

http:10;.t.34
http:3.l.l.1..8l
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Notes: 

(a) 	 Fixed Assets include Goodwill and Patents As. 122 lakhs (Previous year As. 137 
lakhs). 

(0) 	 ~ Terl"Y'l Loans duo tor repaymont within 12 tTlonths are Re. 96 lakhe. (Previous year 
As. 84 'akhS). 

Calpulate' the follow-tng for the company as a VV'hote: 

(a)' 	Capita' Employed tor the year ended 31.3.2003. 

(b) 	 Net Worth a .. on 31.3.200'3 & 31.3.2002. 

(0) 	 Oebt-5qulty Aatlo as on 31.3.2003. 

(a) Capit.al E.mployed : 

(Rs. In. L~kh.) 
;"'.3•.2003 31.3.2002 

C'it'OlUl Btock 725 6S0 
L""ss.· Doprcclation :u:1 ~ 
NetSlock 410 390 
L~.ss: .lntangible A'S$CtJi J.22. J.;;u 
Nee Pi x.ed. 'Asscts 288 253 
CU1:"'.f'Ont. Assets: 31.3.20003' -31,.3.2002 
Inventorie.s. 4\7 441 
Sundr-y .t:>cbtors 182 195 
Loana and Advances 144 137 
Caah and Bank -4.l ~ 

::M!l 2..22 
Cun-ent U.bUlties.: 
Creditors.. ot.hora 185 197 
Provn .. 'fOT taxea 64­ 71 
Loan. due in l2 months ......2fi .-!i£l 

~ ..3..U 
Workin,g ea.pit.l ,~ ~ !ll.2 ~ 
CAPITAL EMPI...OYE:O :JSll fEU 

Average capital etnployed (707+693)12 = 700 La.k:;hs 
(b) Net _orth : 

CR". Laklh...) 
31.3.2003 

CR."", Lakh.. ) 
31.3.2002­

Share ca.p! tal 	 300 300 
Debenture Redctnption R."se1"Ve 2.5 30 
Cap• ..,] Subsidy 	 30 30 
O-ODCI't'al Roacrve 	 150 120 
Balance in P&"LAfc 	 ~ ~ 
.Equity 563 .512 
Less; Int.angible Assets 122 
Misc, Bx.penditurc .....22 
Not: Worth 

(0) Detn-Equl'ty :a..Uo , 

Dobt :. Secured &::: Unse<:::ured Loans 398 412 
I-cs:s :: due in 12 JDont.hs ~ ~ 
I....onS t.erm debt .....3.0;4 .....:u.a 
:equity all in above 563 512­
Debt Equity R.atio 0 . .54:1 0.64:1 

Question 7 

Following ara the data avallabl. ,,"om a company which has' both domee-tlc & 

export .al••. Th. company I. 8ubJ8ct to Cost Audit. Prep.,.. ... statement at _><,port 

pro1'ltablllty. 


Production 	 10,000 . units

S""_ 
Do".,.8tIc 9.000 unItS 0 Rs.. 22 per unit 
E><,p<>rt ~,OOO un'ts ..Aa,.17 per unit 
Raw Ma"erlals Consumed R ... 90,000 
'rnponed OOn1ponent used 

only for Export quality A ... 3.000 

Olrect Labour FI... ~O,OOO 


Factory OverheaCi Rs.1.5.000 

Ad,,",'niatra:tfve Overhead As. 5,000 

5xport Packing As. 3.000 

Freight and Pecklng for DomestiC Sales As. 4.500 

Handling at Port As. 500 

Opening \N.!..P. Rs.10.000 

Closing VII.!"P. Rs. 5~OOO 


For export an importad oot'Ylponent is to be used at a cost of Rs.. 3/- per 'unit. 'The 

indlgenouajy produced component that Is used for domestIc sales and Inoluded 

in rEl:v" matenal ccneulTJp1lon fa Rs. 4/- per unit. 


OraV>lbaok on the,' .000 units exported I.. Ae. 1.000. 

Ans"Wcr 

Statement of Cost 

OULpUt: 10.000 units 

Rs. 
Raw Materials 	 90,000 
uss: Cost of components used 
for domestic sale.. (9000><4) ~ 

54.000 
DiTect la.bour .LQ...QQQ 
Prime Cost 64.000 
Factory overhead .J..S....QQQ 

79.000 
Add: Opening WIP .lQ..QQQ 

89,000 
uss: Closing W1:P ~ 
Factory C05t 84,000 
Adm.inistrative overhead .....5...QQQ 
Cost of Production 1\.2.i,'lOO 

http:JDont.hs
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l:ostlunlC .. Rs. 89.000/10.000 - Rs. 8.90 

State",eDt of Export .-..,ont.bllity 
Rs. ~ Cost of Expon Sal_ (1000 units qp Rio. 8.90) 8.900 

CalK of Import component used91OO0<l'rS. 3) 3.000 
Export pIIClc.ing 3.000 
COSI of handlinjl at Port ~ 

Coal of Exports 1S.400 
Sal... (1000 unita@Ro. 17) u...ooo 

Profil 1.600 
Add; Duty Drawback on E"'port ....l..QQQ 

Export Profit after adjustment ...l..6!Xl 

Question 8 
Card re1.tingL "to aThe foUowing tran••etton. are extracted from Stores Bin 

c:olT'lponent during tn. year 2002-03 : 
Dal:. Receipt (unit"') 1"'$<.1..", (units) Balance (I..Jnirsj 

.200 , .4.2002 200 
100 ,0018.4.2002 
.50 SO 

250 
10.' .2003 

200 

23.3.2003 

115.3.2003 

250 


Total oonsurTlption 400 


Calou'ate the Inventory Turnover RatiO. 


An~wel" 

Inventory turnover ....Uo _ Average Conr.umption 1 Average Stock 

Stack (units) No. of d ..ys Product 

<a) (b) (c) .. (a) )( (b) 

200 17 3400 
100 267 26700 
SO 6S 32.!!0 

2'0 1-' 37-'0 
o ~ --ll 

~ .l1.l!XI 
Average stock,", 37100136!5 ... 101.64 units 

InvClntory turnover ratio" Average consumption I Average stock - 4001101.64 "" 3.94. 

Queilllio,.: 9 
lit a ft:U'I.ory Pn:JducJn8 Indwlt,.lal alcoh.ol, bioga" i.r ge"..rale<i frwn lh. >vaillt... WAS'.... The bioC= 
.... used as tlfuttl bl lltt"",,,,,,,tl"ll,uttam ..1.0"11 with COnlH!:l'UJ.onalfu",l .oil. Tit.. high p1"t!l66Ur<r "ream 
i.$ first s4nt to tlut 4t.ant. tUrOJIM and"thtll ,:th.a.u3t 3t.O," is ustl1d in thttt proce.ss ofman.""Q,cturing 
a..!.c.o"ol. rJu fall in t"" .."tltalpJc val".. DfI". "'..am is 10%. Front tit. f<7l1owilf.B dat... P""PQU 
.s#Jpa,.at~ co.rr sh,.ts for Sf.ant and Power: 

Boil4r St",un 7).<,.bi"", 

Rs. R.I!I. 
Cosr of Mizr..r 2096.!15 
Fu"IOil 18377090 
Biogas PJanr Exp~"3es 5160326 
Stcn'v,fS & Chen'Jicols 5/4/5 /3/39 
Salaries & Wagol!s 591650 146565 
Ropcu',.s & Mai.n1enQI1CIfl D~pn'ciarjon /312831 5JS24 
Dep''fIciarion 344948 /29905 
Other Exp"nslts Z£8Z.M :l.:ti.n. 
High Pr'fI,zsurt! Sttt!!om. generated 33739 M.T. 

Pow~'" gtt!!I'fItT'QI"d 1965990 K. W.H. 


C04t or Steaun 

Quantity produced: 33739 T 
'1btal an;.ount COMJ.IlYI.T of Steam 

lU. • RI>. 
Water 20963S 6.21 
Fuel oil ]8377090 S44.68 
Slogas plant exps. .5160326 1.52.95 
Stores Bl'ld chemicals .51415 1.52 
Salaries and wages 591650 17.53 
Repairs and maintenance 1312831 38.91 
Depreciation 344948 10.:n 
Other expenses 798714 ~ 

268466Q2 1.2.!i..Ji2 
Cost of Po'Wer generated by Steam Turbb'e 

Power generated 1965990 kwh 

Total amount Cost/kwh 

R". Rs. 

Steam 26846609 13.66 
Stores and Chemicals 13139 0.01 
Salaries and wages 146565 0.07 
Repair and M,dntenance 51524 0.03 
Depreciation 129905 0.06 
Other expenses 24132 ....Q...Ql. 

27211874 13.84 
Less.· credit. for ex.haust steam -241151948 .u.22 
Cost of power used in Aleohol manufaetllre 3049946 ......l...S:.S. 

http:7).<,.bi
http:proce.ss
http:alcoh.ol
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The /olloMling figures al'e takt!:t1 from tlte rt:u::ord",- of a company Sltb./I!Cl to Cost A Lldit. Calculate 
,he Value AddiTion. irs ratio cU a perc<tl'l.tage of sales o",d also shcr"v the. disrrtbution of tne Value 
Add~u:i as r(!quired in. Para 23 of the Annex,,",.1"¥! 10 Cose A.udit Report: 

Rs. lakh.s 

Oros.s Sales (including E.D. 0/ Rs. 22801<"tkhs) 37400 
in.creast!' b2 cloJinK srock of WI? &: FO J/4 
Raw MateriaLs. P~cking Matsri.ais a,td Stores de Spares con.suFt1~d 1452.0 
Salarit!fs .& Wages and omsr employelt bel1~filS 6225 
MV's Retnuneratlon 6;< 
POl'Ver & FJ..l.el 52.34 
Rates &. Tax~.f' l74 

Addi.ri,onai Sale Ta;~; (nOT Reco'l...t''''ahl~) 748 
Deprf!!ci(;ltton. 1849 
Intl!reST 2120 
Inct';}Ine from lnvestmen.ts 74 

Profit on. Sal<: of Assets 150 
Oth.er nl.al'lufacrur;"',g~ .rltlling and distrIbution ovt!!rh'fl!o.ds. (Purckasdd-ifen'tS) 1440 
Provision for 7'a;ces . 175 
Dividl!!/ld Propos.cd 570 

Answer 

Para 23 , Value Addition and DistrlburJon of Earnln"", 

A. Value Addition 	 Rs...Lakhs 

1 . Oros" ""Ies 	 37400 
2. ·f..,es.$: B",e;se Dut)' 	 -Z:l.&l 
3. Net ."Ies 	 35120 
4. 	 Adjustment in .tocks (+) --1.l..4c 

35234 
S. Less: COSt of bought. out materi als and services ...2.1.l.2.!:l sce detai Is belo",", 
6. VaJue ..dd",d 	 14040 
7. l.ncome from other sources ~ 
8* EafT)ings for distribution ~ 

B 	 n"'~ributiol1 of Ea..-nines 
I . 	 Etnployces as salaries. wages and all benefits (including 

M,O:$ ....muneration) 6287 
2, Sharenold"":'" .... dividend 5,70 
3. 	 Reta.ined Funds- (Oeprn. &: Profits) 2341 See dotails belo_ 

J849 
4 	 Government as ~raxcs 

a} lnCOme-lEt.x provision 175 
b) Rates and taxes. 174 
..;) Additional ..&Jell till'. :.MIl. 1097 

Othe.rs - Interest JUQ 
To.al ~ 

BlOught. out goods JUlcl servicW!s 

Raw cnaccrillls. packaging ma.terials. storeS & spa.r-es 14:520 

Power and fuel 5234 

Other mBnufacturin~ e,xpenses: ~ 
Proftts ; 

35120Sal"" 

Inct"Case in stoeks --l..l..el 


~ 
Bought out g:()od~ and services 21194 

Employee costs. 6287 

Depreciation 1849 
Taxes 1097 

tOLer-est 	 ......:u.2Q 
.3.2.S!:l2 

2687PrOfit" 
Otho.· inCOCl."to . ....22d 

291 t 

Less~' PropOsed dividood 	 ~ 

RotAined p.rofit:i ;u4.l. 

Value addition as % on sale., = 14040/35120 -- 4-0%. 

-t;2u..."'w,. :11 
Th4 foUo~tl'lg is the Profi! &: Loss A.'ccount ofPygmy IndltSlries Lcd.. a s':ngl~ prodwct company: 

(Rs. in takhs) 

lncotne: 3802.42 
Gross Sal4s 
Other i.ncome 2.01
Dividend r~ceived 

20.16 
f,uft!nesr received 

l.37
Profit al1 sale of in,vesttnenrs 

~ Sal I! of .~cro.p 


"Toral inconte 

Expenses: 

2648.94 
MQt~r"'~~i.$ CQu.skIHed (31.79)
InCrltClSe I,. srock 

80.61 
Storll.f and spares cOl'lsurrced 

98.78 
Po..ver artdfuel 

l2.52
Repairs and TTtaint(f,u::uu:e 

fJ.29
Labour; proC(!!SSiNg and I'7'J4chil1e hi/~ charges 

44./l*
Total employe#! costs . 

.3.72
Sal'1'lpiftS 9 salr!s promotJon. and a.dverti.:'flfnlent 

32.85
Brok~rag4!.. discowrtt a.ncl c:onuni."Osion. 

38.84
Warehousing and distribution expenses 

./7.20Addilion.(;I,1 Sales 7ax/Tu.rIJ,O'V~U' Tax (nor r,~u::Qve7"abl<lt) 
5.80

Provision.for bad debts 
58.37In.su.ral'tct':, rales &; t<Z.X8S and orner adrn.iniSlrari'Ye expenses 

358.28
Central Excise Duty paid 

http:Propos.cd
http:ovt!!rh'fl!o.ds
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Jnr.rt:'~·t andfircpn<f..711: charge"," 156.:; J 
D",p"'<.df'Jr';a.rr --'U;IU
L,.,cu.'.or Olt 8<*'" ofO.l'.'f".::ls 

.:!.~ 

... Thu flt.c{UJ.S #IImployec CO,J,·".S of ,or.nilill and di~·t.rib«ti.on Rs. 2.32 lQkJr 

CI"..~il'&R. SU.)L-k, 04 (;In 31.3.2002 : 

(Rs. lak.n:d 


37,85
Rf'L't.V lna/erinls 7:.!.tll 
S,un:r4 of ,j,"P<Ent::f 

17,77 
Work.:J_jn ..pn:)(::.es~· J 02. $4 
F'ini$h'lui If(oods 

Work ou¥ ~ht/if!' /ollo\<IV4.n.g rario3 as i.ndicut#f"'a in rh«! A.....,..ut,xot.nr 1''0 the Cast A'u.ail' Rl(l(pcn'-r 

(a) /"'4rrc.:l' ~ a p4fTCtIIf!'n¥4841 ofSal.es. 
(h) S.Ul.ng und disn-ibut"ion co.s:u Q.:s '" flNl!n·'ClI1',.~«-gl: of31/(1.11,$ 

(c:) Flni,sh.,d coods srock in r~rnts of I1..,rnber of wtonlh.s cash. cosr ofsatlll!rs. 

A...._ 

(a) 
R .... (/okhs)RI_ (la.kh.s) 

121_603802..42 :Int.ere.t &. Pln. charge. 
358 28 LAN'" Int.:u..,st recoived 

Salea 
-2.Q..l.6 
101.443444.14 Net interest.Net s ..lea 

.alo._l0i.4413444~]4 _ 2.95'"lnCOft:ll;,t •• .. CJL on 

Rs_ '(lod"h.s) 
~.32Brnployeec coat. 
3_72 

38__ 
S&n1.pl.....alas prornoCion and .dvt.. 

32.S:S 
'VV'....hou.ln. &. Dl.cn1. 

Add•• S_T_ 


B1"OkacaJP" etc. 

17.20 
P ....v. f'or b ___ -.LIW 

l.SlQ..X!l 
••nlna" DI.trib... U .... Ex_n..... _ .... on .al",. 100_73/3"-.14 - 2.92'l1V. 

(c) c:::o.~ 01' Sal.. 

""""'(''''''.)StHSO +_"'I:\:M.a1 .Xpe.ftll•• 
,Lt,..." : Bx.:Jf.. duty 3:SS.28 
Inr.reat n!tQIO.l vod. :20_16 
L.o•• on sat. of" 'F.A. 2_80 
Sale 'Of' sc....p --A..a2 

~ 
:>274_32 

R:s. (la-kits) 

Co,n 0", »4d.. 3274.. 32­
L,JM".. .. .o.pt'OCliadon 1.56 S 1 
c...h ooat o'f ..loa f"or th. ye:&r :3 t ] 7 81 

pu_IiDn: 12 
A $;"818 prodUCT indU.lry prf/:U:4tll'W':t I,s principal raw Inar~rlalfromfD"r di,fj""rent JlDUrcJ/lt3. taking 
in,'o aCCDunt tltlt quollry dW,*,..ItC~A in til" .sUppUIS fTo".., I/!'ach Sd4tl1"'tC4'. rh. cont-pan)' has eui<:'pred 
th<: foll(>wi"lr no.-...r Df ytlld in budl/leU"B __ 

MGl'ttlr/dl/1"D1H :lDurcl A. »S 9& yi.dd 
MGr"riaJfrona iourr. B »0 % yiotld 
MattlrlaJ/rol1'l SOUI"Cft' C 85 % yi..ld 
Maf4tri.alf'i'an? .fI.aurc", D 80 9& yield 

D,..,-i,,·g rh'B .»«ar 2(J02-03 Ih~ ~cns.pa~;zy UU!d thl!!! ..following I"1'1.lx of reJM<' l1'u:u4frfol.l jron'J tl1e Jato" 
.soUn::"~S : 

A: so %, B.IO%. D 2:; % 

Tk. r(;1rDi inp¥d lIveiglu of rGtw IDQk~icI(f ~ 42.'00 ,.o,'n~s and the output oDl'f:lin.llla ""as 37.400 
ICH"I#S. 

No"" """ill .You P'-'Sftf'l:1 rh« abovrI' dara in [hI! C~... Audit R4IPOrl;"lJl cDIf'1pleu"in.. the actual consurrt/~/ion 
'IN'll'h the I'tOI""t1'1.$ ? 

Answer 

Weightod Average norm of cOr\tlUnvpt"~"H'I: 

SOttn::~ .. In Mix \ Std. yiiftld oCJI:, w.tighr<rd yield 

,A. SO 95 4"7.50 
B 10 90 9.00 
C 15 85 12_75 
D 2.:!. 80 ~QQ 

J.J:I2 ~ 

Por every tonno of out.put for the &Ctual tnix the nOMTlaJ U5aSO was 100 I 89.2S _ t ,1204 (1') 

Actual consumption per tonrto of OUtput i. 42500/37400 := ]., 364 T 

Th,'" d"tat. will be l'eportod in Para S (8) by Cos.t Auditor as f-ollo'\Ws ~ 

Particulars Unir Acl"41 USa1!f~ 

L.asr Year Year B~fore 

Material Tonne I 1204 1.]365 "lb be obtained and give.n 

g..,.,IW,. :13 
A cl"",Utr o,rz.Jalie el;y.Uf.1l ca,"panl'l!.$I.((:'n::clt'cui ill Out out:skJrrs ofQ city 114'JI.v, b ••,. cJUU"/ittlD ""Un I'h.tt!t 
off.ftCttIJ of p<:J14,I..clnll me grou.nd .... aC4/tr. The ccnnpGhie.s lI4I'e,..., n,k.d TO' pur up tlf.lYl,fl.illfIU I'rrea'Whtnu 
pion¥'s and .i.rn.utNJIAtrou....ly arl"lt:fhllt!'.fOr supply ofporab/~ _aNtr roO abo~ JOOO TWI.rkl.nr6 ~ctct'.d.. 
ThI dyct/'". unt'l JOinrt)l forlf"t4td a ccep,rativfII! .rdCilitly rf> pur wp a COI"i!U~ ~J:J"f.u.cftl fl"W."""4I#1'f,1 
pia", and also:Jbr swppl)l/,.. drlnkln.g 'WOttlYo Tit. C0fftPany $ CoO..' Aud.i.'."r ~ta.It..tII~ ,1ur.ri#IU'ad. rluu lh~ 
co.npCl'l}i ~s .nvtl.rtfTltln,Z i,.. me. cQopcra.tiv<! :tocitty ... an in.y.atln.ut.' ous;si<1l. th<l!:l bM,i.,.,.:silt. Is I'his 
:#cand CoOrl"'dcr ? If 1"&01. he... ,",ill t'htt!' i"'Y4r"~""'-l!"1' .and t'1u!! r,.,u'U'tiM/if ttrXpll/!'rt.Scs of ,"'« :tOCiflUy be 
',.",€U4u:;I l' 

A..n&'WeJ:'"' 

Et'nue-rn. t.t1¢;q.t.J'l"\ern cos.t. is one Qf the normnl coat. of production. roMT'lina: A corporate no<.Zu!<ty is. 
only on'e of" the ahcTTlal.ives ftva:HAble to tf\.k.e care of' thi~ f'une-don. Running effluent treAt:rnent 
a.ctivh.y 't.hrough 4. 600C.iet.y has tW'o <:.o~.s - ane: the CApital expondhut"C in pla.nt (Cs:rO) nr'Id the 
other is the cost of apcntt.ion which altain haf,l. tVt.l'O corn.poncnu~ ~ one effluent treat"rTl..ent cos( and 
the. other is c<>.~ of'" supplying '\.Vf'.l~er to the: affex:ted people. Thf-~ ct\ph:a.J co~t is by sUD$cribing to.} 

the sh.... re capitAl or the $QCiery. The ETP operllt.ion cost' find ('::O$t. uf ........ ator sLipply vvilt be recurring 
revenue. The share capital h-..ve:!'l(TnCflt ie- very "H.leh • part of the; eOlTlpany·. eaph..! ernploy<:"ej 
(t.o t~e. cxte:n~ of' the vliLlUe of the .'ih.lU"es. subscribed) and the opernting costs pa.yable to rhe 
cooperadve SOCiety ba..scd on the qua.ntum of C'!tllUe';J"lt. treated i~ fl COflt ~l-h~ invcstlnanl cannOl h<' 
.c:;::onsldercd a5 investment out-side: the cOtT\po.nY~5 bU1!uoe$.s. 

http:in.y.atln.ut
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Question 14 

(a) 	Follo,ving dat:a is a.vaiiabl~ for a COfTlpany relating to the cost of" production ot'a product 
sLlbjec'ed t.o. Cost: Audit. 

Prepare the ExporT Profitability Statement (0 be inc'uded in the Annexure to the Cost 
Prodw¢tion 10..000 \)nits 

S81<;" (L.0<:>a.1) 
Sales (Export) 
Material consumed 
Imported Component @. Rs. 3/unit 
Direct' Labour ' 
Factory Overhead 
Ad'Tllnistrative Ove-rhead 
Freight &. Packing (Loo..1 Sales) 
Packing f'or E.xport 
Handling .. POri: 
Opening Work-in-pf'ogt-ess 
Closing W(.'lrk-in-pt~og,"'ess 

Additlonal,!nfo,."Jution." 

R.s. 
9 .•000 units. 2,02,500 
I ,,000 l'l.nits~ 20"pOO 

20 Tonnes @ Rs. 5 Kg. 1.00.000 
30.000 
10,000 
15:000 . 
5,000 
4.500 
2.000 
. 500 

10.000 
5.000 

(1) E".q:::tort inc.cntivq,. of' 10°'/0 on F_O.13~ is rcceiVflble$~ 
(ii) Dra."",' Back-Oil-Duty paid Of) R.,a""", MateriAls and Components available on, ex.port 

is Rs. 2.500. 
(b) 

(1) Why is Cost Al..ldit R~pol"t not "'-Dde public? Whether "the rnefnber of Parlia01ent 
have'access t.o the Cost- Audit Re.port'? 

(i1) A cO.Tlp~ny. '"1"\n.nl\fa~tl.H-'ng CoHon Te>Etde,. "",,rote off it'l the same year.. the 
cxpendi1:~u"'e in replacelnent ofCopper Roller.$; li$cd ror Printi.ng Fabl-ics Al"ld Sta.inloss 
$teel f"ran~es used TOl' Dying Yarn """,hose OFe are ,ncue than one··yca.r_ .State 'W'hether 
the Cost Audi.tor can qualify the report for the;'e? 

<i ii) A person has been appointed as Cos.t .l\-uditor· for tYw'enty products lT1snuf'"acturod in 
sevcn eo,.:npan~e:s_ He is again pro,po$cd 'For appointl"nent' as a Cost Auditor f"or three 
l"I'lOre prodttcts manu'factur.d by t.vvo other cQfnpanies. WilJ this appoh'ument be ~ in 
order~? . 

(iv) ~ :A person is dOinS Internal Audit on one of the t·actol·ies JllaJluf"'ac:.turing'''Cemcf\t'' il"f 
a compan)". He was proposed f'or appointment as Cost·Auditor \n another rac:t.ory of' 
tho,s.tltne cOJ'npsny Inanuf"acturing cernent, fur the s~me pc.riod_ f.s tJl;S appointment 

Au.__er 
as CO$t Au~itor '"in. order~7 

'~f\kl.lla inl-O co...sideTetion.. the r~ulre'"11.e.n.q;. u,...der proviaiona under Co-at Aud,,'t (R.epc:u-t) Ft..ule$.. 
Uk.,:: .ho"'Vin~ fil.eparate1y· Loca.l Sa.los IlLI\d Ex.port Salea" vvith de'taUs tf~~ .. Qua.Bt:Y.. Not R.oallzt""th>I." 
Prioe/t..Jnh. Paeking Charaes etc..,. Prof'5;-c.abi Ht.y ·Stat:drnent.s. have been prepared ,aa beSO'l,W': 

State,.,..,&nt of' Cost of' Production 

Pl"oduction: 10.000 Ut'lr:t.s. 

Direct l\.'ntcrlahs· ('20",000 Kg8 @ Rs. S·pcu· Kg) 
lrnport.O'd Qon"'ponent.s (10.000 t..tnlts ®Rs.3/unit) 
OCI'O:ct ..... of\bo't.\l~ 

Prime COMS­

FlI-c.tory ovorh...c 
Open ina W.I.,P_ 

Lc.ss: CIOstns VV.J.P. 
~-&")rlss Cp"X: 
Adrnl'1[,ptrat:ive Overl"ldad 
C9"~ of p",,!?d,uy$log 

Statement 0"- Cos/" and Prof'II or Export Sa/os 

Total Per unit. 

Rs. Ra. 


1.00.000 10.00 
30,000 3.00 
100QO ...L.Q.Q 

1 ..40~OOO 14.00 

1 S~.QOO I.S0 
10000­ ~ 

1,65.000 16.S0 

5QQQQ ~ 
1.60..000 16.00 

.--.-:>....QQQ ~ 
1,,6.5,,000 ]6,50 

Export Sates: '.000 units 

Cost 01 Production 
Export PaCkIng 
Handling at port 
(A) Coat o~ 5.1..... 19,0001·9"00 

Export Salos reaU;a::atton 
export ino.nt.v. =10%0'" F.O_S. 
Outy Oravvt::Jack on oomponent. 
(8) Tot.' .....Uzatlot..,. 
Prorltan Expore ('B)-(A) 

a ...... tlon: 15 

..n;')t"a..pc ..... uni~ 

(R.s~) (R4I.) 
16.500 '16.50 
2.000 	 :</..00 

500 0.50 

20,000 :</.0.00 
2,000 2.00 
:</,500 2.150 

24.500 24.50 
5.500 5. SO 

The ·fOIiOwing figures are e>ctrSicted fron, the AnMu.;a! Report of E.as,tern industries Ltd, 

31.3.20053'1.3~2006 
(R... In t.kha)(R~_ In .~kh&) --~~ SOURCES:Shsre Capital 

Res.erve. aflo St,Jrph.Js: 

I 
General Reserves 
O.ebon\.ure Reder'Y'\p1:ion Re-serve 
Rfilv.~uQtlon REtSiervo 
Profit & Loss Account 

S~Qured Loans;

I Debentures 
Term Loansi Cash Credit 

Unsecured Loans: 
Flxed Deposits 
InterGst Free Sates Tax Loan 

TOTAL 
APPLtCATION OF FUNDS, 
Net Block 
Caplte.1 Work-in-P'rograss 
investments 
Current Assets. Loans & Advances 
Cu.-rent Li.abHitios &. Provtstons 
MIscellaneous Expenditure 

TOTAL 

2,4002,400 

22.:</0021.000 
5.70011.300 
7,4006.200 

37,50038.700 ~~-_iillQ 

22,00048.000 
"14~1005.300 

43.25061,100 ~ ~ 

'2.2!:102.000 
_"-.QQ9. ..lL.QOO .~ ~ 

~~OQ ~ 

72.36086,650 
1.BOO8,250 
5,600S~050 

21,B50.11:~gg 13.100 .-Jl.Q.aQ 126100 
150 ~ 

, .13.20.C ~ I 
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'1. I 	 Oebentur•••,.... n.d••",abt••• 1'QUow.,-

Ra. '1 20 ere......t tt\';' ';nd or the 5'" .eW\ and 71" years In eq.vai in.'alimenUl. The earU.st date of 
r.demptlon I. 30:.0iiiJ.200tS. 

R •. 100 Oro..... In tN. ·••rn....annu., instaUments fror", 30.06.2006. 

R-..260 Qrorilt. ift five .orYtt-annua1 if"tet8:UI"'f'I_nt& of Ra 40 Cror... and one fin•• ina14llllrnent of 
R ••80 Ct"'CH'W& CCHTl"",.nClng ff"Ctt'T\ 30.06.2010. 

2. 	 Term .Loan. and Fixed Oeposits pl!lyabl~ before 31.3.2007: F=t_,11:$Olakn5 (pr."lou. yesr: 
R ..,4050 lekh.). 

3. 	 Re..3000 lakha of fnte....at" F .... Salo& Tax Lolitn is repayable on 30. l' .2006. 

.... 	 N~t Block lnclud.. \laJue ~f e,..nd equity (bl'8nda purchased) Ae.1250 t8kh& (p~vrou. ye.ar 
RS.1450 lakha) . 

You sre retQ,uired to Calculate; 

a) Capital _n'\ployed •• cenned In t.he Annexure to the Cost Audit Report. 
b) Debt..:.equfty Ratto _8 on 31.03.2006. 

AnS'W'er to qu...lon ~a) 

C I 1m d• a .... Dl;R Rl!• ; 

:n .03.2.006 3~ .03.2.00G 

SOURCES: 
Net BloeK 
L ......: R.valuation Fl__tva 

.t.,..as: Intenglb" Aa..ta{S....nCl Equity) 
Net Cur....nt Ae••• 
Lase: g.liiZi; 5h••• r.dtbio :12 CCQoltl. 

Oebentu.rtMJ 
-norm LoOonsll"',..'" Oepo.tta
Int.,...t Free ..... ~)( Lo.n. 

capita. employed . 

<_.In '_kh) 

Be.eso 
6.200 
~ 
13,100 

a,ooo 
1,1150 
~ 

79,200 

~ 
60,150 

(R•• In lakh) 

7'2.350 
7,400 
~ 

12.eoO 

-4.050 - ­

"'3.500 

~ 
72,2t'10 

.O,l.I!JO .. 72.250
Av.,..ga Capltal I!!"'Ptoyed - 2" - 715 1200 

~_~ queortlon Ib) 

paM-SSyity a_gp" 

Debt: Oebentur•• 4"',000Term Lo.n. 6.300 
FI_d Oepo.11a . 2,000 
tnter••t ........ Sal. T'IIx L.oan 
 P 000 

84,300·.l..__= Duo wtthln '12 month. .,2 HSP. 

Equity. Sh...-..Capttal 2.400
R....rv__oIl,1dj~g R.valuatlon Reserve ~ 34.900 

Oebt-Equlty Ratio - 152150 : 3-4800 - 1.4.9 ; 1 

,......tlonc 16 
A company ma.nufaoturing .. elngl. product h~u. an in.taHed o.pacJty ot 2.5 .akha M.T, 
Ouring the year 2003...04 .capaclty utfilzetlon vvas 't00% and the coat det.U8 """.ra •• under! 

Unit variable ooats were Rs.91S per M.T. as detail&d below; 

RsJr 
Raw materia'. 	 600 
Labour 150 
Pcrw.t (Varlabte) 65 
Consumable 20 
p ...,klng ...AQ 

.JU.S.
Fbc6d costs for the year were.:. 


Ra.lakhs 

Overheads 120 
Oe.,raolat100 100 
Pow.. r (MO Ch.. rges) 3,;:'.75 

Ouring tne year 2004·05 the production was only 125000 MT due to tower demand in the 
market. During this .".e.r the Vartfbr'Et cost.s 8$catatod by 7°/0:- but there was no ohange' in the 
t.otat Fixed Costa. " 

Calculate the Total Co:at J;>er MT of the Product in 2004-05. Wtlat wiH be the abnorn-uai OOSts anet 
how would this be reporte~ In the Cost'Audlt Report? 

A..n.s"'YVer 

St:.ate1TH'!n.t {"or t.otAl CClit per MT Cor 2003-04 , 

Ra.IMT 
RA'WV Matorial 600
Ll'\bour 1.50 
Pn'YVo.· 55 
C(,"U".u.rn.a.blo 20 

F''lCKU1M' 80 


Vnt"i"blc Coet:lMT 91.'5 

Fixed Over HQad 48 120/2 ..5 
r)aprccj.tlti<ln 40 100/2."
Puwor 1.35 ,3 ,3'U)J2. 5 

Total Co~t per MT f'Or 2004-05 

Product.ion MT 1.20.000 


R~'/MT 
Raw lVfntcrinl 642 
Lnbnul" 160.0 
Po'\vt~r 69.55 

Coosutnnbles 
 21.4 

Packin;r 
 85,6 

Variable Co~n. 979.0~ 

http:3,;:'.75
http:www.pksal.com
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Rli Lu.k.ha 

P'i,xod Ovor Hea.d 120 
Deprociation 100 
Po'W'or (M.D Cha.rgo:::or) 3.375 

223.375 

509f, of Thtt.:Ll ~~bccd COEJt.a ~11.687!)/1.25 tnkhs .,. 89.3!'l FixGd c('"It~t {B) 

(ii TotRl COl:f.t.por MT (A)+{B>. '1068.4­
(.H> :SO~, of' thu Fi,,<vct Co~t:'" v.rill bo oooaidcT"ed illS Abnonnol. 


Thi~ ",vill G~ RH. 11.~.687" lo.k.h,,.. '1:"hi~ will be reported under Po.rn 17. 

Al.t.crnatlve An..'9V~r I 

Culc~t:1tj()n ur-t.ot.al er.1t(t pet· f'\./lr~ \ 

Product.iuu. 250,000 12~.OOO 
~~__~~~__________~__~____~2~Q~Q~1-_.______________~~__~~Z~O~Q~4L-~O~5~~__~_______ 

Part:lculnrs Ft:!r l\1T Total Amount PC1'MT Total Amount: 
Rs. ns. R~. 

R..a.w Mu.tcri'a.l~ 60Q ~5,OO.QO,OOQ 642.00 8.0'2.50,000 
Labour 150 3.76,00,000 lElO.50 2,OO.62.6OQ 
PoW'or (Variable) 65 1,62,50,000 69.55 86.93.75'0 
ConMutnables .20 60,00,000 21.40 2e.75,000 
Packing 

t'iXed CQgt~ 
9U5 22.87,50.000 979.50 12.23.81,25() 

Overheads 48 1,20.00,000 48.00 60~OO,OOO 
Depr«>c.iation 4.0 1.00.00.000 40.00 50,00,000 
POVll'cr<MD c:.hu;rgea) 1.35 3.37.500 1.35 1..68~750 

Overh~ad.a 1,20,00,000 

Depreciation 1.~OO~OO~OOO 


POW't!r(,MD Churges) 337 SQQ 


Total 

50~.o(Fi¥:od expenses .. L11 ..68.750 will be shown Icol"l ...id~red 8,& abnorrnaJ .This. W'ill be 
roportud in Para 17 . 

QU<aat.ion 17 
, From the following data ex.tracted from the 0091. Accounting Records of a minlsteel 

plant, prepar. a report to the management analysing the rea.ons for tf1e variance In profit from 
the- BudgeL{Ignore increase/decrease In opening and olosing stocks): 

Budget 	 Actua.l 

Quantity VEllue Quanti1y Va.lue 
Rs.Lakhs Rs. Lakhs 

Produc11onlSaies 33000T 30500T 
SaJeVaJutJ 4897 
Raw Mat.erlat Consumed 37500T 358SQT 3050 
PO\Nar CQnaumed HI8 '195.2 869 

(La"';'. KWH) (L..kh KVVH) 
Other Ve..ria.bto CostS 949 S8e 
Contribution 490 92 
Fixed Expen.... 300 2.60 
proftt/Lo•• before Taxes 190 16e 

An&:'W'"er 

Varia.nce. Worksheet: 

1. Sale Price, Budgseed pric:e/unit-52BO lakhsla3000-Rs.~eooo 
A<itual- 4897 lakhsl301S00-R...1.5400 

9010 pri<.!e variance R,e.::a.8a lakha (A) 


2. 	 Ra"" Material Prioe. Bu.dgeted price_aOOO 1"k.h..r37500~R".8000 

Actuall::",i'ce-3050 lakhsl35880-RaB500 

Raw material price variance..Rs.1791nkhs (A 1 


3. 	 Ra:... Material Yield.: 3300OJ37500~88% Budget 

305001358B2-85% Actual 

Yield variance (30500/.85 - 30S00/.88)x8000=Rs.97 lakh" (A) 


4. 	 Po......... Rate, Bud"eted Rate_84111.9Bz4.25IKWH 

Aotual Rate-889/195,2-4-.401KWH 

Povvor Tote variance - 195.2 X .2_Rs.39.1akhs {Adv] 


5. Po....,,,r Con.SUtnptiou, Budgeted pric.,=198 l ..kh6l33000~600 KWHitonne 
Actual price=1.95.2Iakhala0500-640 KWHttonne 

POWCl'" usage vu.rian<lie-3~500 X 40 X 4.45_Ra.54 lak.hs (Adv) 


6. 	 Other Variable Coat: Budgeted price_94900000/8S000_Rs.28751tonne 

Actual p.·i"e_68600000/aOISOO~RB.2250/tonne 

Other variable eost varlanc,,~30500 ,,625_Rs.191Iakhs (Fav) 


7, Voh...ne Budgeted Contribut;1on-490 iakh,,/33000=Ra.1485 

Volume variance: 2500 tonne )( 1485= R.s.S7 lakhs (A) 


8. Fixed. Overhead Variance _ 300-260-40 lakhs (FI 

Reason tor drop In profit 

R,Lin lakh.. 
Favourable Adverse 

37 
183

,1. Contribution Fall because of PrOdl.lc.tion 
2. Sale price 

1793. Ra...,., Mat.<:lrial Price 
97

4. Ravv Material Yield as5. PO'\Ner Ra.tfIJ Vtlrianc:.e 
546. PO'W'Br Consumption 

1917. Other Variable Co.,;t;s Saving 
408. Fixed Over Head Varial'l.CCS 

----~-
231 

Net drop in profit 

http:4.45_Ra.54
http:30S00/.88)x8000=Rs.97
http:30500/.85
http:R,e.::a.8a
http:ur-t.ot.al
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Alpha PhDt'ma l,...td. u ••• t\.Yo Ingredients P and 0 for productlon or .. formulatlo(\ X In the ratio 

of 2:3 
P j. procured .ntJre'y from ',"(ilgenOya sources. Wh4ii\loF88S 50% Of Q is ttTlport<6ld. The ratio of 
ifTlporta and Indigenous SOUf'C_ is rn.'ntaln.o throughout 1:he year. The input/output ratiO' of 
r.a"'" mate,.t.la to fintshed goods Is ., :0.9. Dunng the veer 2,00$ - oe. the co",~ny produced 
270 tonne. of tintahad produot of X and the COn.I.H"5:)'tlOr\ of raw nlstEtrtah!l was •• 1oUows~ 
P _ 1.21.500 kge 0. Ra.360 p .... kg 

a _ ".78.400 kg. at en e"erag_ ooat 0" Fla.220 per kg 
Ourf,ng the y.ar, tn.. cornpe.ny imported 90.000 kg_ of a and tne bre.k up of landed cost was 

II. fQlIOWS: 
Ra, 1,66.43.000elF value 
Rs. 16.153.600h'T\port Out.y 

Cle.ring & f='orwarding Charges Ra. 10.41$.000 

Re. 2;16,51,eool,...endad Coat 
How will you pre.ent ~h. above Information in the manner pr••crlbed In Paras 5A. 5e and 6 
01 the Annexure. to the Coat Audit Report'? 

An.\Nor 
2.70.000 kg"

Total PrQductlon 

Tneoretlaal eonsumpdon of Raw Materl••• in tn• ....tJo of' 

'1:0,~ -. 2.70.000/0.9 3.00.000 kgs 

co",poaed of: Aew Matarl.,. po ... 215m 1,20.000 I<gs 

Raw Meter'.'. Q - 3/5'" 1.60.000 1<0" 

.Actuat consumption ; P 1.21.500 I<gs 

Q 1,78,400 kg.. 

Nonn& of conaumpttona : fa - 1,20,000/2.70.000 0,44$44 

Q _ 1.80.00012,70,000 0.eS8r 

Actual consumption rate P = 1,21.500/2.70,000 0.45 

Q .. 1.7a~AOO/2.70.000 0,ee07 

tmQQ«1ttd matmj0r.' 

Aotue' quantity ot tf""rlported mater.... Q oon..ufTted 

Total value o~ a consul"t'\e<\ .. '1 ,,;7e.400 kg. ,x Ra.220 per KO .­ 89.200 
R •.3.92.4S,000 

kgs 

l...••8; Value 00' Irnportad rnaw"lal co"'.urTlecl .. 
85>.200 kg. R ...2.16,$'1,eoO/~,OOO Ba a ::1;1 ~g g~g 

valu. Of IndlgenOu. t"'I"l __n.l Q conaumed (Sg,:200 kgs) R •. 1,78.87.970 
o.st p.r "'e .'t lncl'._"_"". ""a......... Q Aa.200.e53 0" 200.64 
Oo.t p.r kg of In-.pcrtect ".,__,,1.' Q .. 2.16.e.1.eOO/Oo.OOO Ra.239.46 

The abOve deta wi1i be pr....nted In the Anne)('\"lre \0 Cost AucUt R.pof"t •• foUO\N.: 

para otA) 

MAJOR INPUT MATIIIRlALS CON.UMIII" 
Partlculera Cur,..ritV••r TWo P..,.Vlo... V""ano 

Qty. 
(kg) 

Raw 
(R•• ) 

An"Ount 
(Rs. In Isk") 

Qt)'. 
(klil) 

R._ 
('Ft•• ) 

A.mount 
(R... In 18kh) 

1. Ind'gcnqya 
(8) p 
(b) Q 

2. a.u m.owr.tZUDI"': 

1,21.GOO 
ae.200 

-
_0,00 
200._ 

-
437.40 
'17e.ea 

- -- -- --
3. 'meened:<-) Q !lSI z.gg 239.'U' a..u,..aQ - - -

ot.14.. 2 ••g,gOO ""...ea - - -
paRI CUBl 

.TANDAROIACTUAL CONSUMPTION OF INPUT MATERIA!... PI!!R. UNIT: 
P.rtlcu_ra Unit stanel.rd Actual 

Cu.......ntYe.r TWa PreviOus Ye.,.. 
1. f" Kg 0.4_4 0.4800 -
2. Q Kg 0._7 0._07 -

BRI!!AK UP OF QOST OF INPUT MATERIAl.S ,IMPORTED 
DURING THI!! VII!!AR, 

Particulars 

" elF price 
:.!'. CUSltom Duty 

3. CI••nng and Forw...ding . 
4, TotaJ l,..anded .Co.' 

CutT.nt Vear 
(Fts. In 18khe> 

'185,43 

18,_ 

..1~ 
21$,82 

T'oNO Previous Vear 
(R... in 18khe) 

-
-

-
. 


QUeet.1on 19 

~:::::r!~.t~O~::::;~,,:~ure••)(t,.act.d~r'6m tn. tlnanol.1 and co~.t ac¢oun,tlng ,.eo~chS. you aro 

(I) Value .<ldeocl; 

(II) Ratio of Ope.....tlng Proflt to Net Sales and 

(W) R.atlo of OperaUng Profit to value added. 

Net Sales exctuding eXCise Duty 

lnorea•• In stock. .of finished goods 

E)(pena••: 

Raw MaterIals coneu"""ed 
Pack:/ng rn:ateri.fs cansU'rnoQd 

Store. and Spares consumed 

Power and Fuel 

Repairs and M.'ntenancea 
Insurance 

O'rect SaJaries and VVage-s 

o.Prechatton 

tnterest paId 

Factory Overhaeda: 

SOlaries end Wages 

Others 

Selling an~ Oistribution Overheads: 

Salaries and Wages 

Additional Sales Tax 

Others 

Aaminlstratlon Overhaads 

Salaries and W"ages 

Othors 

Re.. In fakha 

21,000 

2150 

2,600 

1.200 
seo 

4.800 
200 
120 
4150 

"8~ 
'1.398 

240 

250 

120 
457 

1,700 

120 

80 

http:rn:ateri.fs
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A"'$Ivvar 

Ra. tn lakhs 

Leee:: 
Rs. In Jakh& 

21.250 

Coot of bp! 'ght put ggQ-CJs_~ns:.f s.rylces' 
REt........ Melt.rie'e 
 2.$00 
Ft.-eking Ma"t!arlQ.'s 1.200' 
St.o..... and Spar_. 5eO 
Po......... r and Fuel 4,600 
Ftc-pairs and MdllntenancfOt 200 
insuranCCII 120 
Oth.r Factory OVQrt",uad 250 
Othor Set lin" and Dis1:r.bt..ltion Overhead '1,700 
Other AdminIstratIon O .....erhead ------Sl2 1'1 .3' 0
Valu.Added 

~..li!~l2 
QRprat:'np Prqttl.....Pro'fit beforf.';!J fax 6,2.40
tote-rest 139a 

7.638 

O} Rettlo Of op.or~ting prc:>fit to net sal@,$ 

<II) Ratio 01" o,-.erattng pn;>f"lt to value GAdded _ ~::!:~ '..-< 100"';" 7$"84""00 

Note" 

AS per C.A.R.R. operating profIt ,... 

"Profit.. rrUi'il'ana op..,ratino" profit after provIding for depreciation ana eH othear titxpen.es except interest 
0/"1 borrowings 2nch.Jd'ng debentures bt"Jt before provfding for taxes on Incornel. 

"Va.us Addition" meantS the dffferen~ between the nat: output value"{Net Sales adjueUiJd for WorK-ln~ 
~~~r;.-r'!,~e~~c'::~Ie.hed GoOds atoCk) and cost of bought out rnaterlala\and servIces for t:he produCt 

Question 20 
Baw.od on the foUowing infol"ml\tlon~ in r,.,~peCf of a ~on4.;ern manufacuJrttlg l!ement.. you ~ue rc .. 
quil'"f)d to offer your c:omn\OnlJi;~ R); n Co~"( Audilrn' on 
(i) the perfor1nonce of the co"c~rn • 
(H) 	 your aUi:"ogth.,n~ for lnlprC')vemcnt: 

Given: Rote<! C"puc;ly ~O MT/Hr. 
Z1l!.lJ. Z,QQ2. 

( I ) 	 B.·.,,,kdovvn(Hrs) 2164 1()()9 

(2) 	 Planned maintcn.ance (Hr~) 246 420 
(3) 	 Power re:c.,... ictionb(.'Hr1O.) 1230 147:1. 
(4) 	 Shonfnll (th..~" are no orders) (Hr~) 787 673 
(5) 	 -Wont of wagon.s(Hrs) 492 631 
(6) 	 To...1 stoTl"",ge(Hrs) 49i9 4205 
(7) 	 Th,..! running (Hr,,) 3865 45.sS 
(8) 	 'tOto'" Qvailable Houn. i7i4 i760 

Production <luring to" yenr (MT) 2,47"360 3.27.960 
H<"urly Rnte nfPrnduc1inn (MT) 64 '72 
CapAcity Uti1i:r.a.lit':tn (%) 61.84 81.99 
Annual tnstalled Capacity 4.00,OOOMT 

An.swer 
iJ 	 Perftlrmancc or the concern : 

Rated C"pacilY '" 80 MTlHr, 
Rtlled Capllcity uchieved In2002 ={72180) • I UO '" 90'f, 
Raled cllJlU.:ity uchievcd in 2003 =(64180) x I ()()=l!O,*, 

Thu. the ""pacl,y achievement "" a% of the 
Rilled capacity has cotTle down from 90'Jl,t" 110% in 2003. 

ii) Further th'" capacity uliliz.u.tinn h ..~ 1I0ne down (0 61,84'10 In2003 as against Ihe figure 
of II 1.99'11>;n Z002 i.e.• '" ",dw:!,on hy 20.15% ' 

Iii) From the dillU Ilvllilnolc. the following ob',",f""!;""" arc .ruled: 
a) Brea.kdown how:>' hav.. June: up [r(lm 1009 H,,,. to 2164 Hr~. 

b) Planned m"inlcnance H ... h... reduced from 420 H ... (0246 Hrs, 

"I Shortfall H ... duc to No. of ordc;. h". i""n:ascd from 673 HIli, to 787 HI'S. 

dl The loml "lopp~ge Hrs. hru; 'ncreused from 4'205 Hrs, 104919 Hrs. 

"l The tOlnl rannin!: Hrs. h"" come down tn 45:15Hrs. 10 3865 Hr.. 

/) The prod"... tion hus come down fmm 3.27.960 M1' IOZ. 47.360 MT. 
Frorn tht.:: ul:lovc fiolHng!'. tl i5JIu;:4Ccrtainoo that the under tJtiHz.ation or CQpacil,Y to Ihe extent.of 

20'M. Ci,ln be attributed mllinty tu the 

" u...'1'L"."...:d Io(w ,lUWill!" Hrs_ of 4!i19 in ]003 ~$ u£:uin" the fil:ure of 420~ Hrs. in 2002. 
Ii) the net jncroawtS or 714 Hrs. <Le. 4'.:1> 19 - 4205 Hn~.) it. nit,,;n due lhe incnu:uc of bt'cnk down l-Io .... rs 

by l 153 Hn;, (i.c.2164 - 1009 Mrs.) in the year 2003,,",vor the y~Q.r 2002.. 
Further frorn Ihe gtVC-.1t clotl\~ \t is noted th\\t: ­

Breakdown (Hn... ) 2164 1009 
Torut ~toppJ\gc (Hn•. ) 4919 42Q5 

P.;:rCl.!'rltagc of hreakdown Hj·s. 

a ... '*,of lOLUl ,.torpaKc Hr;" (2164/4919) x. ;()O ( I ()09/420S) ",00 

>;::;: 44'ff, 24 rff;, 

Thu,," the p<~rfOIIT'laIH..·_e h'L" OCICr1nnlICd Sh::cply In the y~ar 200~ al-> cotnparcd 10 the: pcrt'onuan(::e i." 
~hc yeAr 2002. 

Joe management i~ at1v,~cd 1.(,.); 

0) 	 Augment its planned maintenance with.a ,i.e"'" to reducing bn:;.",kaowu noul's 

(it) 	 fn!'-tali PC\wcr" Ocncr""..HH1n Sl..:l!'o wi!h u vil:v..' to ..:ornl)cf1.,.HC :he hutu's. lost due [0 Po'\.vcr restrlcOon 

Quesllon 21 
From the- :ollowing figUf05 <pxtrzctt"h:i from the Cost Account,ng Records Of a company, calCulate 
tt,e Value Addition and its Ratio as a percentage of sales. and also show how the value added 
is distributed to the different c;laimc.1ot lhereto; 

http:ornl)cf1.,.HC
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