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DIPLOMA EXAMINATION, May 2015 
  

(ACCOUNTING AND FINANCE) 

 
120. COST ACCOUNTING 

  

Time: Three hours                                   Maximum: 100 marks 

 
  Answer any FIVE questions 

  All questions carry equal marks 

(5×20=100) 

1.  Define the following terms (a) Cost (b) Costing (c) Cost Accounting (d) Cost 

Accountancy  

2.  What are the functions of the storekeeper? 

3.  Distinguish between Time and piece rate system. 

4.  Explain the meaning of batch costing. Mention the industries to which it can be  

applied. Distinguished between job costing and batch costing. 

5.  What is process costing? Name the industries where process costing is applied.  

6.  Usha Company submits the following information for the year 2013: 

  ` ` 

Sales for the year  2,75,000 

Inventories at the beginning of 2008:   
 Finished goods 7,000  
 Work-in-progress 4,000  
Purchase of materials   1,10,000 
Materials inventory:    

 Opening  3,000  
 Closing   4,000 
Direct labour   65,000 
Factory overhead 60% of direct    

Labour cost    
Inventories at the close of the year:    
 Finished goods 8,000  
 Work-in-progress  6,000  

Other expenses for the year were as follows: 

Selling expenses 10% of sale  
Administration expenses 5% of sales 
Prepare a statement of cost 
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7.  Two components X and Y are used as follows: 

Minimum usage: 50 units per week each 
Maximum usage: 150 units per week each 
Normal usage: 100 units per week cash 
Ordering quantities X 600 units 

    Y 1,000 units 
Delivery period  X 4 to 6 weeks 
   Y 2 to 4 weeks 
Maximum reorder period for emergency purchases X:2 weeks Y:2 weeks 

Calculate for each component: (i) reordering level (ii) Maximum level  
(iii) Minimum level (iv) Danger level. 

8.  Calculate the normal and overtime wages payable to a workman from the 
following data. 
Days Hours worked 

Monday  8 
Tuesday 10 
Wednesday 9 
Thursday 11 
Friday 11 

Saturday 5 
Normal working hours 8 per day normal wage rate `1 per hour overtime rate up 
to 9 hours in a day at single rate and over 9 hours in a day at double rate. (or) 
upto 48 hours in a week at single rate and over 48 at double rate whichever is 

more beneficial to the workman. 
9.  Bharath Constructions Ltd., began to trade on 1st April 1997. During 1997-98 

the company was engaged in only one contract. The contract price was  
` 5,00,000. 

Particulars Dr Cr 

Share capital   1,20,000 
Creditors   10,000 
Cash received (80% of work certified)  2,00,000 

Land and Buildings  43,000  
Bank 25,000  
Charged to contract:    
 Material  90,000  

 Plant 25,000  
 Wages 1,40,000  
 Expenses  7,000  

 3,30,000 3,30,000 

 Of the plant and materials issue to the contract, plant costing ` 5,000 and 
material costing `4,000 were lost in fire accident. On 31st March 1998, Plant 
costing ` 5,000 were returned to stores. Cost of work finished but uncertified 

`2,000. Material costing ̀  4,000 were at site at the end. Charge 10% depreciation 
on plant. Prepare contract Account and Balance Sheet. 
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10.  A product passes through three processes A, B and C. The normal loss of each 

process is as follows: 

Processes A-3%, Process B-5% and Process C-8% 

Loss of Process A was sold at 25 paise per unit, that of B at 50 paise per unit and 
that of C at `1.00 per unit. 10,000 units were introduced to Process A at `1.00 

per unit. The other expenses were as follows: 

 Process 
 A B C 
 ` ` ` 

Materials 1,000 1,500 500 
Labour 5,000 8,000 6,500 
Direct Expenses 1,050 1,188 2,009 
Actual Output (in units) 9,500 9,100 8,100 

 Prepare the Process Accounts, assuming that there were no opening or closing.  

                                               

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


