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COST SHEET
#1. A MANUFACTURING COMPANY PROVIDES YOU WITH A SUMMARY OF ITS PRODUCTION COSTS AT THREE PRODUCTION LEVELS : 

COST ITEM 
1,000 UNITS 
2,000 UNITS 
3,000 UNITS



Rs.
Rs.
Rs. 


A
5,000
5,000
5,000


B
1,400
1,800
2,200


C
3,000
6,000
9,000

I. INDICATE THE COST BEHAVIOUR FOR THE COST ITEMS 

II. WHAT WOULD BE TOTAL COSTS IF THE COMPANY PRODUCES 2,500 UNITS. 


[ II. 14,500 ] 

#2. FROM THE FOLLOWING INFORMATION. COMPUTE THE RAW MATERIALS PURCHASED. 


Rs. 


OPENING STOCK OF RAW MATERIALS 
20,000


CLOSING STOCK OF RAW MATERIALS 
30,000


DIRECT WAGES 
2,10,000


FACTORY OVERHEAD
60% OF DIRECT WAGES 


GENERAL OVERHEAD 
10% OF WORK COST 


COST OF PRODUCTION 
6,88,600



[ WORK COST OR FACTORY COST 6,26,000 ; PRIME COST 5,00,000 ; RAW MATERIALS CONSUMED 2,90,000 ; PURCHASED OF RAW MATERIALS 3,00,000 ] 

#3.  FROM THE FOLLOWING PARTICULARS:


A.
PREPARE A COST SHEET SHOWING  
I. THE COST OF MATERIAL CONSUMED 

II. PRIME COST 

III. PRODUCTION COST                                           


IV. TOTAL COST AND   

V.  PROFIT

B.
 CALCULATE  

I. PERCENTAGE OF PRODUCTION OVERHEAD TO DIRECT WAGES  

II. PERCENTAGE OF GENERAL OVERHEAD TO PRODUCTION COST  

III.  PERCENTAGE OF PROFIT ON SALES : 

Rs. 

STOCK OF RAW MATERIALS, 1st Jan, 2001 
  30,850


WORK IN PROGRESS, 1st Jan., 2001 
  60,850


PURCHASES OF RAW MATERIALS
1,43,250


DIRECT WAGES
1,78,500


PRODUCTION OVERHEAD EXPENSES
1,42,800


GENERAL OVERHEAD EXPENSES
1,12,700


STOCK OF RAW MATERIALS, 31st Dec., 2001  
  37,700


WORK – IN – PROGRESS, 31st Dec., 2001 
  67,750


SALES FOR THE YEAR
8,60,625



[ SALES FOR THE YEAR 8,60,625 ]  
#4. FROM THE FOLLOWING DATA OF PRODUCTION OF A GOODS FOR HALF YEAR ENDED ON 30th SEPTEMBER, 1995 IN ASHOKA ENTERPRISES, PREPARE 

a) STATEMENT OF COSTOF PRODUCTION AND 
b) STATEMENT OF PROFIT OR LOSS, AFTER VALUATION OF CLOSING STOCK UNDER FIFO METHOD : 

INVENTORIES 
ON 1 – 4 – 2002 ON 30 – 9 – 2002 




Rs.
Rs.

 MATERIALS 
20,000
25,000
SEMI – FINISHED GOODS 
25,000
35,000

UNSOLD GOODS 
36,000 ( 4,000 UNITS ) 
? ( 5,000 UNITS ) 

PURCHASEOF MATERIALS 
Rs.80,000


PRODUCTIVE LABOUR 
Rs.55,000

CHARGEABLE EXPENSES 
Rs.20,000

MACHINE HOUR RATE 
Rs.8 PER HOUR 

MACHINE HOUR WORKED 
5,000 HOURS 
GENERAL OFFICE OVERHEAD 
@ Rs.2.40 PER UNIT 

SELLING & DISTRIBUTION OVERHEAD 
@ Rs.1.50 PER UNIT 

SALE OF 24,000 UNITS 
@ Rs.13 PER UNIT 

WHAT WOULD BE THE DIFFERENCE IN PROFIT AND VALUE OF CLOSING STOCK, IF SUCH STOCK IS VALUED AT 
I. LIFO METHOD 

II. SIMPLE AVERAGE METHOD AND 

III. WEIGHTED AVERAGE METHOD 


[ COST OF PRODUCTION-240000 ,  C/S IN FIFO- 48000, C/S IN LIFO-45600 , C/S IN S. AVG.- 46500 , C/S IN W. AVG.- 47586 ]    

#5. FROM THE FOLLOWING PARTICULARS IN RESPECT OF A QUALITY OF GOODS “PQ” PRODUCED BY EASTERN PRODUCERS FOR THE MONTH OF OCTOBER,2001, PREPARE A PRODUCTION STATEMENT:


STOCK OF RAW MATERIAL : STARTING Rs.5,600  & END Rs.7,200


STOCK  OF FINISHED GOODS :  STARTING Rs.19,100  & END ?


STOCK OF UNFINISHED GOODS AT STARTING ( 40% MATERIAL,  30% LABOUR,20%FACTORY Exp. AND   10% ADMINISTRATION Exp.)  Rs.20,000


STOCK OF UNFINISHED GOODS AT END ( 50% MATERIAL, 25% LABOUR, 15%  FACTORY Exp. AND 10% ADMINISTRATION Exp.)Rs30,000


  Rs.
RAW MATERIALS PURCHASED
58,600

MATERIAL RETURNED TO SUPPLIER BEING DEFECTIVE
  5,000

CHARGEABLE EXPENSES
12,500

MANUFACTURING WAGES
39,000

FACTORY EXPENSES
18,000

ADMINISTRATION  EXPENSES
26,000

SELLING & DISTRIBUTION EXPENSES
Rs.6 PER UNIT

OPENING STOCK OF FINISHED GOODS 400 UNIT  & CLOSING STOCK 500 UNIT BESIDE 2,500 UNIT PRODUCED DURING THE MONTH.  THE GOODS WERE SOLD @Rs.75 PER UNIT. CLOSING  STOCK IS TO BE VALUED AT AVERAGE COST METHOD. 
#6. NILGIRI  AIRCONDITIONING Co.  PRODUCES  REFRIGERATOR & SELLS EACH  FOR Rs.2000  DURING  A CERTAIN  ACCOUNTING  YEAR. THE DIRECT MATERIAL, DIRECT LABOUR AND OVERHEAD COSTS ARE 60%, 20%, AND 20%   RESPECTIVLY  OF THE COST OF SALES. 


IN SUBSEQUENT ACCOUNTING  YEAR,  THE DIRECT MATERIAL COST HAS INCREASED BY 15% AND DIRECT LABOUR COST BY 17.5%.  DUE TO THIS INCREASE IN COSTS THERE WOULD BE 50% DECREASE  IN THE AMOUNT OF PROFIT IF THE SAME SELLING  PRICE  IS TO BE MAINTAINED.


 COMPUTE THE NEW SELLING PRICE TO ENABLE THE Co. TO MAINTAIN THE SAME PERCENTAGE OF PROFIT AS THAT EARNED DURING THE PRECEEDING YEAR.



[ SELLING PRICE PER UNIT 2,250]  

#7. USHA MANUFACTURING WORKS Ltd.  MANUFACTURED AND SOLD 1,000 SEWING MACHINES IN 2001. FOLLOWING ARE THE PARTICULARS OBTAINED FROM THE RECORD OF THE COMPANY : 


Rs. 

Rs.
COST OF MATERIAL 
  80,000
RENT, RATES & INSURANCE 
10,000
WAGES PAID
1,20,000
SELLING EXPENSES 
30,000
MANUFACTURING EXPENSES
  50,000
GENERAL EXPENSES 
20,000
SALARIES
  60,000
SALES 
4,00,000
THE COMPANY PLANS TO MANUFACTURE 1,200 SEWING MACHINES IN 2002


. YOU ARE REQUIRED TO SUBMIT A STATEMENT SHOWING THE PRICE AT WHICH THE MACHINES WOULD BE SOLD SO AS TO SHOW PROFIT OF 10% ON SELLING PRICE  

ADDITIONAL INFORMATION:

(a) THE PRICE OF MATERIAL WILL RISE BY 20% ON PREVIOUS YEAR’S LEVEL

(b) WAGES RATE RISE BY 5%

(c) MANUFACTURING Exp. WILL RISE IN PROPORTION TO THE COMBINED COST OF MATERIAL AND WAGES

(d) SELLING Exp. PER UNIT WILL REMAIN UNCHANGED

(e) OTHER Exp. WILL REMAIN UNAFFECTED BY THE RISE IN OUTPUT


[ ESTIMATED SALES/EXPECTED SELLING PRICE 425.00 ; 5,10,000 ] 

#8. JUPITAR  ENGINEERING Co. PROVIDES YOU THE FOLLWING PARTICULARS REGARDING THE PRODUCTION OF AN INSTRUMENT FOR YEAR ENDED 31st MARCH, 2002 : 
MATERIAL CONSUMED:
DIRECT  WAGES : 

M1 – 100 Kgs.  @Rs.80
4 OPERATORS @ Rs.20 PER DAY


M2 – 20  QUINTALS  @ Rs.500
2 HELPERS @ Rs.10 PER DAY 


M3 – 2,000 PCS  @Rs.3
FACTORY EXPENSES Rs.40,000


CHARGEABLE EXPENSES Rs.6,000
OFFICE EXPENSES Rs.30,000


SELLING PRICE Rs.1,80,000 
SELLING EXPENSES Rs.20,000 

YOU ARE REQUIRED :
a) TO DRAW THE STATEMENT SHOWING THE ELEMENT OF COST AND PROFIT AS FAR AS POSSIBLE

b) TO COMPUTE THE OVERHEAD RECOVERY RATES  ON  MOST CONVENIENT BASIS AND RATE OF PROFIT ON THE BASIS OF DATA OF 2001 – 02. 
c) TO MAKE A PRICE QUOTATION FOR SUPPLYING A SPECIAL INSTRUMENT IN MAY, 2002 WHICH WILL CONSUME MATERIALS – 2Kgs. OF M1, 1/2  QUINTAL OF M2 AND 40 PIECES OF M3 AND WILL REQUIRE SERVICES OF 2 OPRATORS FOR 10 DAYS. ASCERTAIN THE QOUTED PRICE FOR THE INSTRUMENT IF THE COMPANY INTENDS TO EARN A PROFIT OF 10% MORE THAN THATOF LAST YEAR. ASSUME THAT FACTORY EXPENSES AND OFFICE EXPENSES WILL INCREASE BY 10%, LABOUR RATES ENHANCHED BY 20%, CHARGEABLE EXPENSES WILL REQUIRE Rs.120 AND SELLING EXPENSES DECREASED BY 15%. APPROXIMATE THE PRICE AT MULTIPLES OF HIGHER Rs.10.     


[ TOTAL SALES 1,80,000 ] 
#9. M/S  M.T. SHOE Co. MANUFACTURERS  TWO TYPE OF SHOES – A AND B PRODUCTION COST FOR YEAR ENDED 31st MARCH, 2002 WERE AS FOLLOWS : 


Rs.


DIRECT MATERIAL
7,50,000


DIRECT WAGES
4,20,000


PRODUCTION OVERHEAD
1,80,000



--------------



3,50,000 



========

IT IS ASCERTAINED THAT :

(a) DIRECT MATERIAL IN TYPE A SHOES CONSISTS TWICE AS MUCH AS THAT IN TYPE B SHOES;
(b) THE DIRECT WAGES FOR B TYPE SHOES WERE 60% OF THOSE FOR TYPE A SHOES;
(c) PRODUCTION OVERHEAD IS SAME PER PAIR OF A AND B TYPE;
(d) ADMNINISTRATION OVERHEAD IS 150% OF WAGES;  

(e) SELLING COST IS Rs.2 PER PAIR;
(f) PRODUCTION DURING THE YEAR WERE AS FOLLOWS 

TYPE A –  40,000 PAIRS AND TYPE B –  1,20,000 PAIRS

(g) UNIT SOLD DURING THE YEAR : 

                   TYPE A –  36,000 PAIR AND TYPE B – 1,00,000 PAIRS 
(h) TYPE A WAS SOLD AT A PROFIT OF 20% ON SALES AND TYPE B WAS SOLD AT A PROFIT OF 10% ON COST.  

PREPARE A COST SHEET SHOWING 
a) TOTAL COST AND COST PER UNIT AND    

b) TOTAL SALE PRICE AND PROFIT PER UNIT


[ TOTAL COST 19,70,000 ]  
#10.THE FOLLOWING FIGURE ARE EXTRACTED FROM THE TRIAL BALANCE  OF  TOGEATHER Co. ON 30th SEPTEMBER 2002 : 

Rs.

Rs.

INVENTORIES : 

INDIRECT LABOUR : 
18,000
        FINISHED STOCK 
  80,000
FACTORY SUPERVISION 
10,000
              RAW  MATERIALS 
1,40,000
REPAIRS & UPKEEP – FACTORY 
14,000
              WORK – IN – PROGRESS 
2,00,000
HEAT, LIGHT & POWER 
65,000
OFFICE APPLIANCES
  17,400
RATES AND TAXES 
6,300
PLANT & MACHINERY 
4,60,500
MISCELLANEOUS FACTORY Exp. 
18,700 
BUILDING 
2,00,000
SALES COMMISSION 
33,600 
SALES (Cr.)
7,68,000
SALES TRAVELLING 
11,000
SALES RETURN AND REBATE
  14,000
SALES PROMOTION 
22,500
MATERIAL PURCHASED
3,20,000
DISTRIBUTION Deptt. SALARIES 
FREIGHT INCURRED  ON MATERIAL
  16,000
AND EXPENSES 
18,000 

PURCHASE RETURNS (Cr.) 
    4,800
OFFICE SALARIES AND EXPENSES 
8,600
DIRECT LABOUR
1,60,000
INTEREST ON BORROWED FUNDS 
2,000 
FURTHER DETAIL ARE AS FOLLOWS:

I. CLOSING INVENTORIES :  FINISHED GOODS  Rs.1,15,000  RAW MATERIALS Rs.1,80,000, 

    WORK – IN – PROGRESS Rs.1,92,000

II. ACCRUED EXPENSES ON:  DIRECT LABOUR Rs.8,000, INDIRECT LABOUR  Rs.1200, INTEREST ON BORROWED FUNDS  Rs.2,000

III. DEPRECIATIONTO BE PROVIDED ON : OFFICE APPLIANCES 5%, PLANT AND MACHINERY 10%, BUILDING  4%. 
IV. DISTRIBUTION OF  FOLLOWING  COST:

(a) HEAT LIGHT AND POWER  TO FACTORY, OFFICE AND DISTRIBUTION  IN  THE  RATIO  8:1:1

(b) RATES AND TAXES TWO – THIRDS OF  FACTORY AND ONE – THIRD OF  OFFICE

(c) DEPRECIATION ON BUILDING  TO  FACTORY, OFFICE AND  SELLING  IN THE RATIO OF  8:1:1

WITH THE HELP OF ABOVE INFORMATION,  YOU ARE REQUIRED TO PREPARE  

I. A STATEMENT  OF  COST SHOWING  VARIOUS  ELEMENTS OF COST AND 
II. A STATEMENT  OF PROFIT


[ NET PROFIT 35,980 ]   
#11. THE FOLLOWING FIGURE ARE EXTRACTED FROM THE BOOKS OF AN IRON FOUNDARY AFTER THE CLOSE OF THE YEAR : 

RAW MATERIAL :


Rs.



OPENING STOCK 
14,000


PURCHASE DURING THE YEAR
1,00,000


CLOSING STOCK 
10,000


DIRECT WAGES
20,000


WORK OVERHEAD – 50% ON DIRECT WAGES


STORES OVERHEAD ON MATERIALS  10% ON COST OF MATERIAL

10% OF CASTING WERE REJECTED BEING NOT UPTO SPECIFICATION AND A SUM OF Rs.800 WERE REALISED IN SALE OF SCRAP. AGAIN 10% OF THE FINISHED CASTING WERE FOUND TO BE DEFECTIVE  IN MANUFACTURE AND WERE RECTIFIED BY EXPENDITURE OF ADDITIONAL WORK OVERHEAD CHARGE TO THE EXTENT OF 20% ON PROPORTIONATE DIRECT WAGES . TOTAL GROSS INPUT FOR CASTING DURING THE YEAR WAS 2,000 TONNES . 

FIND OUT MANUFACTURING COST OF SALEABLE  CASTING PER TON. 

[ MANUFACTURING COST 1,43,960 ]  
#12. A FACTORYS  NORMAL CAPACITY IS 1,20,000 UNIT PER ANNUM. THE  ESTIMATED COST OF PRODUCTION ARE AS UNDER : 

DIRECT MATERIAL
Rs.3 PER UNIT 


DIRECT LABOUR
Rs.2 PER UNIT  




(SUBJECT TO MINIMUM OF Rs.12,000 PER MONTH)

INDIRECT Exp. : 

FIXED
Rs,1,60,000 PER ANNUM 


VARIABLE
Rs.2 PER UNIT


SEMI – VARIABLE     
 Rs. 60,000 PER ANNUM UPTO 50% CAPACITY PAID AN EXTRA Rs 20,000 



FOR EVERY 20% INCREASE IN CAPACITY OR A PART THEREOF. 


EACH UNIT OF RAW MATERIAL YEILD SCRAP WHICH IS SOLD AT 20 PAISE . IN2002 THE FACTORY WORKED AT 50% CAPACITY FOR THE FIRST 3 MONTHS BUT IT WAS EXPECTED TO WORK AT 80% CAPACITY FOR REMAINING 9 MONTHS. DURING FIRST 3 MONTHS THE SELLING PRICE PER UNIT WAS Rs.12. WHAT WOULD BE THE PRICE IN REMAINING 9 MONTHS  TO EARN A TOTAL PROFIT OF Rs. 2,18,000.


[ 72,000 UNIT @Rs12.30 PER UNIT ] 
#13. INSERT THE MISSING FIGURES IN THE GIVEN COST STATEMENT OF A COMPANY : 


Rs.

RAW MATERIALS 
5,00,000


DIRECT WAGES 
? 



PRIME COST 
?


FACTORY OVERHEAD ( 50% 0F WAGES ) 
? 



WORKS COST 
? 


ADMINISTRATION OVERHEAD ( 20% OF WORKS COST ) 
? 



COST OF PRODUCTION 
15,00,000 



[ DIRECT WAGES Rs.5,00,000 ; PRIME COSTRs.10,00,000 ; FACTORY OVERHEAD Rs.2,50,000 ; WORKS COST Rs.12,50,000 ; ADMINISTRATIVEE OVERHEADS Rs.2,50,000 ] 

#14. THE FOLLOWING PARTICULARS ARE AVAILABLE FROM THE BOOKS OF A FACTORY FOR THE YEAR 2001 


STOCK ON 1 – 1 – 2001 
10,000 UNITS 
@ Rs.10 EACH 


PRODUCTION IN 2001 
40,000 UNITS 
@ Rs.9 EACH 


SALES IN 2001 
42,000 UNITS 
@ Rs.12 EACH 

COMPUTE THE VALUE OF CLOSING STOCK UNDER THE METJHODS : 

a) FIFO, 
b) LIFO 

c) SIMPLE AVERAGE AND 

d) WEIGHTED AVERAGE 



[ VALUE OF CLOSING STOCK : FIFO Rs.72,000 ; LIFO Rs.80,000 ; SIMPLE AVERAGE Rs.76,000 ; WEIGHTED AVERAGE Rs.73,000] 
#15. JUPITER ENGINEERING COMPANY PROVIDES YOU THE FOLLOWING DATA FOR THESINGLE OUTPUT PRODUCED FOR THE 2001 : 

MATERIALS 
MATERIAL A 
MATERIAL B

DIRECT MATERIALS PURCHASED 
200 kg. @ Rs.40PER kg.  
-----------------

DIRECT MATERIALS CONSUMED 
-----------------
40 QUINTALS @ Rs.200 PER QUINTAL 

NORMAL LOSS OF MATERIALS 
10%
5%

SCRAP VALUE OF NORMAL LOSS 
Rs.5 PER kg.
Rs.20 PER QUINTAIL 

ABNORMAL LOSS OF MATERIALS 
20kg.
10 QUINTALS 

CLOSING STOCK OF MATERIALS 
30kg.
6 QUINTALS 

OPENING STOCK OF MATERIALS 
10 kg.
2 QUINTALS 

DIRECT WAGES ( FOR 300 WORKING DAYS ) 

4 OPERATORS @ Rs.40 PER DAY 

2 HELPERS @ Rs.20 PER DAY 

                                    1

OVERHEAD – 133-------- % OF DIRECT WAGES 

                                    3  

SELLING PRICE IS FIXED BY TAKING A PROFIT OF 20% ON SALES. PREPARE COST SHEET.


[ PRIME COST Rs.74,144 ; TOTAL COST Rs.1,54,144 ; TOTAL SALES Rs.1,92,680 ]  

#16. THE METAL PRODUCTS COMPANY PRODUCES A SEWING MACHINE THAT SELLS FOR Rs.300. AN INCREASE OF 15% IN COST OF MATERIALS AND OF 10% IN COST OF LABOUR IS ANTICIPATED. 


IF THE ONLY FIGURES AVAILABLE ARE THOSE GIVEN BELOW, WHAT MUST BE THE SELLING PRICE TO GIVE THE SAME PERCENTAGE OF GROSS PROFITS AS BEFORE ? 

a) MATERIAL COSTS HAVE BEEN 45% OF COST OF SALES, 
b) LABOUR COSTS HAVE BEEN 40% OF COST OF SALES, 

c) OVERHEAD COSTS HAVE BEEN 15% OF COST OF SALES, 

d) THE ANTICIPATED INCREASED COSTS IN RELATION TO THE PRESENT SALES PRICE WOULD CAUSE 35% DECREASE IN PRESENT GROSS PROFIT 



[ PROFIT PER MACHINE EARLIER Rs.70.49(30.71% ) ; EARLIER COST Rs.229.51 ; ANTICIPATED SELLING PRICE Rs.332.24 ] 
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