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Overview — Nothing Exceptional Asked

The Paper seems to be quite easy and manageable as almost all the questions were
covered from Books of all questions of study material, Practice manual, RTP, Past
years questions etc.

Length of Paper — Quite Manageable

Paper was a quite manageable as most of the students felt it. Overall Paper was on
average side

Standard of Paper - Average

Students who has studied well & revised concepts and categorized all questions in
Category A, B & C written the paper well and can expect exemption very easily

Allocation of Marks in Practical & theory Questions

Theory & Practical Questions
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Chapter Wise Allocation of Marks including optional guestion

Marks Allocation to Practical Questions

m Marks

8 8 8 8
5 5 I I I l

Marginal Costing Overheads Material Costing Standard Costing Operating costing Reconciliation
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Analysis of Exam Questions of Cost Accounting — CA

IPCC (Only Costing Part)
June 2019
Q.No. | Chapter Level of Purushottam Sir Book
Question Question Reference Number
1(a) Marginal Easy Concept Based Practical Question
Costing
1(b) Overheads Easy Similar to Q.14 of Overhead Chapter of
Book of Purushottam Sir (Only Figures
Changed)
2(a) Material Very Easy | Similar to Q.18 & 19 of Material Chapter
Costing of Book of Purushottam Sir
3(a) Standard Average Similar to Q.24 of Standard Costing
Costing Chapter of Book of Purushottam Sir
4(a) Operating Average Similar to Q.26 of Operating Costing
Costing Chapter of Book of Purushottam Sir
6(a) | Reconciliation | Very Easy Similar to Q.5 of Reconciliation Chapter

of Book of Purushottam Sir




Solution of CA IPCC - June 2019 — Paper 3 — Cost Accounting
Solution of Costing Questions Only By
CA Purushottam Aggarwal Sir
Solution to Q.1(a)

Units sold at 75% capacity = Rs.99,00,000 / Rs.275 per unit = 36000
units

Units at 100% level = 36000 units / 75% = 48,000 units
Contribution per unit = S.P.P.U X PV Ratio = Rs.275 x 40% = 110 p.u.

Statement showing Total FC

Upto 75% Level Above 75% level

Fixed 28,81,000 28,81,000+2,38,500 =
Overhead 31,19,500
Cost

FC in Semi 7,32,000 — 36000 units x 84000
variable cost Rs.18 = 84000

Total FC 29,65,000 32,03,500

) BEP = Total FC / Cont. per unit = Rs.2965000 / 110 =
26,954.54 units
Activity level at BEP = 26,954.54 units / 48000 units =
56.15%

Total FC+Desired Profit
Cont. per unit

(if) Desired Sales (units) =

We need to calculate desired Sales units in 2 cases




Case 1 when company is operating upto 75% and range of units shall
be [0 — 36000 units]

We know that

Total Contribution — Total FC = Total Profi

Let us assume units be X units

X units x Rs.110 — 29,65,000 = X units x Rs.25

On Solving we get X = 34882.35 units or 34883 units

Case 2 when company is operating above 75% and range of units shall
be 36001 units — 48000 units

We know that
Total Contribution — Total FC = Total Profi
Let us assume units be X units

X units x Rs.110 — 32,03,500 = X units x Rs.25

On Solving we get X = 37688.23 units or 37689 units
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If you want to download solutions of costing
paper of CA IPCC & CA Inter (June 2019)

Then Click on following link

http://bit.ly/2W5GTpl
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93 Marks in Costing

Intermediate (New) Examination Results Merit List, Nov 2018

{Top candidates upio 50 Ranks securing minimum of 55 percent and above marks)
Roll Number BOZ2926
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Answers to questions are to be given only in English excep
e not
have opted for Hindi Medium. If a candidate Who has i
st ued.
his/her an ;wers in Hindi will not be v

t in the case of candidates W
opted for Hindi Medium,

Quistion No. 118 compulsory.

ining six questions.
Answer any five questions from the remaining 4

Working notes should form part of the answers.

1.  Answer the following:

(a) Omega Ltd manufactures a product, currently utilising 75% capacity with
a turnover of ¥ 99,00,000 at¥ 275 per unit. The cost data is as under :

“Amount ()

Direct Material per unit %96

Direct wages per unit 42

Variable overhead per unit 18

Semi-variable overheads 7.32.000

P/V ratio 40%
Fixedigterhead cost is T 28,81,000 upto 80% level of activi ty bevand
this level, an additional % 2,38.500 will be incurred e i
Required : %

(i) Break-even point in units and

point - + ~even
(ii) Nymber of units to be _s.nld_m €am profit of 7 25 S
Purushottam s sting Classes L
CA Inter & CA ) sting Faculty
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Purushottam sir Gosti its :
A manufacturing company RIE ,ﬁIB;Q §_t,l,@gf qﬁ@ﬁﬁﬁ to its fleet of

(b) isting machines. New machine is purchased for ¥ 12,70,000

;I:‘:t;ﬂiﬂn:;lfaﬁm cost of T 40,000. The machine has an estimated life of

10 years and is expected 10 realise T 90,000 as scrap at the end of its

useful life, Other relevant data are as follows :

(i) Budgeted annual working hours are 2 400 based on 8 hours per
day for 300 days. This includes 180 hours for plant maintenance
and 120 hours of productive set-up time.-

(ii) Electricity used by the new machine is 12 units per hour at a cost
of ¥ 6.50 per unit. No current is drawn during maintenance and setup.

(iii) Three operators control the operations of all the twelve machines
and average rate of wages per operator per day is ¥ 600 and
production bonus is 10% of wages.

(iv) Annual insurance premium for the new machine is ¥ 12.600.

(v)  Annual maintenance cost of new machine including consumable
stores is T 32,500,

() Rent .uf the factory is ¥ 24,000 per month. Area occupied by new
.:mr:huw 200 5q ft. and area occupied by other mahines is 2800 sq ft.

Required : Compute the comprehensive machine hour rate.

(c) The capital structure of Bright Ltd. as on 31.03.2019 is as follows :

] Tin
Equity share capital : 7,50,000 equity shares of .
¥ 100 each 750
Retained Earnings 250
l 13.5% Preference share capital 240
12.5% Debentures ;ﬁ{]

;:IE cun'f:nt mal'k{et price per equity share is ¥ 350. The prevailing '
fau]t. risk free interest rate is gop and rate of 1'-||:tu.rn1 on market
portfolio is 15%. The Beta of the company is 1.289. g r
:‘:; c::gu;rauui ;:: rate is 30%. The average tax rate of shareholders is
39 8¢ cost is 2% that they have to pay while | i
dividends in alternative securities, / < "". i
anﬁquired : Calcu‘lnl.‘e the weighted average cost of capital on the basis
book value weighpyrushottam sir Costing Classes
Inter Winal Costing Faculty
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d)

(a)

(3)
PurushottamigiCosting Classes ¢ 80 and

; ; it 18
s . Selling price per un
HT Lud. has sales of T 960 lakhs price and average cost per

llection period 18
on expenses are

variable operating cost is 75% of selling
unit is T 70, The cost of funds is 12%. Average m.
75 days, bad debt losses are 4% of sales and r;ullecu . e
T 15.60 lakhs. Company is ;u_nsidering whether collection PO =
should be made strict, D{m {0 figorous mll-:::t_i_u_li_ﬂrﬂmfi“fﬂ" %chs o
expected to decline to 2 920 lakhs, Average collection period w:a]
reduce to 60 days and bad debis will reduce E__E_i% of sales. Annu
collection expenses will increase i_tgj_ﬂﬂ.l_&,ll_d_ls-
Required : Should the company carry out the proposal ?
(Assume 360 days in a vear and investment in debtors
on total cost)

are calculated

ACE Ltd. produces a product EMM using a material :REE': To
produce one unit of EMM 0.80 kg of ‘REX’ is required. As per the
sdles forecast conducted by the company it will able to sell 45600 units
of product EMM in the coming year. There is an opening stock of
3150 units of product EMM and company desires to maintain closing
stock equal to one month’s forecasted sale, Following is the

information regarding material ‘REX’ ;

(i) Purchase price per kg 225
(i) Cost of placing order . Wt taes
(iii) Storage cosl % bar £
{iv) Interest rate
(v) Average lead time ;{:;:u annum
(vi) Difference between minimum and

maximum lead time

6 days

{vii) Maximum usage .
(viii) Minimum usage 150 kg

Opening stock of material ‘REX” is 210 s 90];8

10% more than opening stock. closing Stock wiy i

Purushottani &P@osting Classes
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Required : ;ndtﬂﬂ“ﬁt as per EOQ.
(i) Compute the EOQ and maximum level.
(i) Compute rhtmpTLm order of 7500 kg of REX at a time, it
(iii) If the company o 9
r be accepted ?
gets 2% discounty the offe

Aar Cee Manufacturing C0. 18 considering a proposal to replace one of
e o

its existing maching ARRN CNC machine. In this connection the
: 15l E e, |

following information is available :

The existing machine was bought 3 years ago for ¥ 15,40,000. It was
depreciated on straight line basis and has a remaining useful life of
7 years. It's annual maintenance cost is expected to increase by
¥ 40,000 from the sixth year of its installation. It's present realisable
value is ¥ 6,50,000.

The purchase price of CNC machine is 2 27,00,000 and installation

?urt:n]&se price will be received at the end of first year of its
installation. It is sub;
ation. It is subject to same rate of depreciation. It's realisable

CNC machine woulg ;
ICTease productivity on account of which net

iﬂlﬁ_ﬂm Per annum,

Advise the firm whether
to replace
machine on the basjs of net e existing machine with CNC

tv
The present value factor o e alue,

Year ] 3 Are as fo ws
Y — =
) [ 06550593 0335 ’ 0482) .,
Purushott ir Costing€tasses .
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Following information relates to labour of KAY PEE Ltd :

.

Number of workers in

standard gang
Standard rage per hour ()

Number of workers in actual

gang

Actual rate per hour )

The standard out
put of Eang wag |
2 Unitg
e Per

7 . ho
The gang was engaged for 20 hours gy Ur of the Product pp

_ rin
out of which 20 hours were lost dye . § the month of Marcp, 2019

. Mach;
um_t,s of product M werg Pmdl.[c-ed = hme akduwn i 2295
workers was 2 times the sar: G ny
- “’-'T“hskjij Mber of ol:
ed ski
Worker, lled

variance was T 10800 (A),
You are required to calculage the
follgy,:
l.ug;

1) Actual number of .
( r of worker j,
(ii) Labour rate variance, . "-‘ﬂ[eEﬂry_ :

(iii) Labour yield variance
iv) Labour effi .Purushottam sir Costing Classes
Ly Labour eliENqhterig& €A Final Costing Faculty
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®)  Using the information given below, complete the Balance Sheet of

PQR Private Limitad :

() Current ratio

RK

(i)  Cush and Bank balance
(iii) Debtors mrnover ratio

1.6:1

15% of total current assets

12 times

(iv) Stock mrnover (cost of goods

sold) ratio

16 times

(¥} Creditors turnover (cost of goods

sold) ratio

(vi) Gross profit ratio

(vii) Capital gearing ratio

(viii) Depreciation rate
(ix) Net fixed Assets

10 times
20%
.6
' 15% on W.D.V. «
-;"!U% of total assets

(Assume all purchase anid snles are on credit)

Balance Sheet of POR Private Limited As at 31.03.2019

Marks
B

—_—

Liabilities 4 Assets
Share Capital 25,00,000 | Fixed assets
Reserve & surplus T Opening wdv ?
12% Long term debt b 7 Less: Depreciation 7 |
Current liabilities .
Creditors I Current Assets |
Provisions & outstanding Stock "
expenses — 7 | 68.50,000
Debtors 7
Cash and bank balance ?
Total i Total

Purushottam sir Costing Classes—
CA Inter &1@AxRinal Costing Faculty
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(a)

Following are the

running a hotel

Purushottam!sir Costing Classes
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information given by owner of Ms. Moonlight Co,
at Manali. You are requested to advise him regarding

the rent to be charged from Kis customer per day so that he is able to

earn 20% profit on cost

(i)
(11}

(1i1)

(iv)
(v)
(vi)

other than interest.
Staff salarieg ¥ 400,000,

The Room Attendany’s salary is T 10 per day. The salary is paid
on daily basis and the services of room attendant are needed only

when the room is occupied. There is one room attendant for one
oo,

Lighting, Hﬂﬂlil'lg and Power :
(a)  The normal lighting expenses for a room if it is occupied for

the whole month is ¥ 250,

(b) Power is used only in winter and normal charge per month
if occupied for a room is T 100.

Repairs to Building ¥ 50,000 per annum.

Linen etc. ¥ 24,000 per annum.

Sundries ¥ 70,770 per annum.

(vii) Interior decoration and furnishing ¥ 50,000 per annum.

(viii) Cost of Building % 20,00,000. rate of depreciation 5%,

(ix)

(x)

(xi)

Other Equipments ¥ 5,00,000, rate of depreciation 10%.

Interest @ 5% may be charged on its investment of ¥ 25,00,000
in the building and equipment,

winter is six Igmnm .
urusﬁw%ﬁnﬁﬁh@oémiﬁlas&%m
“sumed 10 ks Alynter & CA Final Costing Faculty ™Y be
RKw32
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(b) Vikalp Lid. provides you the following information for the year ending

31.03.2019:

—
Amount ()

Earnings before interest and tax 28 80,000
Less : Interest on long-term loans @ 12% 2,70,000
Interest on Debentures @ 10% 3,60,000

(Debentures issued on 01,08.2018)

Earnings before tax | 22,50,000
Less: Tax @ 30% 6,75,000
Eamnings after tax I.,‘i..?.i_.[K_H] .
6,30,000 equity shares (of ¥ 10 each) | A
Ruling market price per share 24
Undistributed reserves and surplus 60,50,000

The company needs 10 raise ¢ 30,00,000 for modernisation of its plants
and has the following options of raising the funds ;

(i) Raise the entire funds by 13% long-term loan or :

(i) Raise partly by issue of 75,000 equity shares @ ¥ 20 per share
and the balance by 11 % debentures, (

mmm}’aﬂy expects the rate

: ' Of return on funds employed to be
v BY. 3% because of modemisation and that if Debt Equity go*!

45%, then price eamings ratio is

is 1o follow policy of maximising the
» Which option should it ch

‘Purusho ir Costing Classes. i \\[
CA Inter & nal CostingSEa&ulty QL )
W’ ¥
( % £
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: v;a-‘.l D.ls[inguie,h between, . RKwW2
(b) Differentigte bet

05t L .;Jn“.“!

: i Wear and cost reduction, Mar
industries where N jok COsting and batcl : ] 5
T o A 5€ are and baich costing. N, . i
¢y Explain = are yga & Name
(c Piain the functjg,, i, iree sych, =16

i :
(d) Write any foyy diffe

i r—lhjl..'t-r. : 2
Ty i “Inancial Officer.
.~ Flow statement. =tsd

‘Ween Cash Flow Statement ang Pand

(a) The net loss of Wayw

! records for the Year ”"'E“:"E :]“{1 E:pp-EElTL'Lf al T L18.500 as per coy .
revealed as a result of 5,:r'u1.l'n]j--:f—l'i‘:’-:l't}c 1oll.uwing infumm':nn Wik
records : ¥ of the figures of financial and cosi

Amount
Factory overheads over absorbed in cost ace _ {f‘lr X,
ounts 32.500(—)
Administrative overheads unde, absorbed in cost accounts 18 2504
Depreciation Chﬁrgm—!_j“ ﬁ['-ift:lui accounts ——— > 4,55,800
Depreciation recovered in cost accounts 4,99,700
Loss due to obsolescence charged in financial accounts 11.4000—

| Income tax provision made in financial accounts 32,650

i Interest on investments not included in cost accounts 96,000
Store adjustment (Credit) in financial accounts 2.800 & )
Value of opening stockin  Costaccounts ——  18,85.600

il Financial accounts————= 19,62,500 t+
| Value of closing stock in Cost accounts 21,15,800 ©

. Financial accounts 2198900 ©

'| Imputed rent charged in cost accounts 1,80,000
Selling and distribution expenses not charged in cost
accounts 72,450 ©

*  Donation to Prime Minister Relief Fund 11,000
Loss on sale of furniture 7,250
Bad debts written off 18,300 '

: thuirﬂd : Prepare a reconciliation statement and arrive at the profit or
logs as per financial accounts.

RKW2 P.T.O.
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(b) Calculate the amount of working capital required for XYZ Ltd. from 8

the following inthnnati_ﬁ.n_:.____._
I| Elements of Cost Per unit (%)
I I
i|_Rux~' Material 80.00

I|| Direct Labour 30.00 |

I|I Overheads 60.00 |

|| Total Cost 170.00

||| Profit 30.00

| Sales 200.00

L =

Raw materials are held in stock on an average for one month. Work-in
progress (completion stage 50 per cent), on an average half a month.
Finished goods are in stock on an average for one month. Credit
allowed by suppliers is one month and credit allowed to debtors is two
months. Time lag in payment of wages is 12 weeks. Time lag in

payment of overheads is one month, One fourth of the sales are made
on cash basis,

Cash in hand and at bank is expected to be Z 50,000.

You are required to prepare statement showing the working capital
needed to finance a level of activity of 52,000 units of production.
Assume that production is carried on evenly throughout the year and
wages and overhead accrue similarly, For the calculation purpose
4 weeks may be taken as equivalent to

4 month and 52 weeks in a
year,

RKW2
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Answer any four of the following -

(@) Describe the remedial steps to be taken 10 minimiZ

(e)

e the labour

lurnover,

Distinguish between Financial Lease and Operating Lease.

,, LW - _ hereas financial risk
Operating risk is associated with cost structure, whereas financial

is associated with capital structure of a business concern. Critically

examine this statement,

Explain the following terms :

(1) Debt Securitisation

(ii) Uniform costing

What are the cases where flexible budget is found suitable ?

RKw;
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4x4
=16





