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MAIN MATERIAL / CA INTER / GR. 1/BOOK 51/ COSTING — PART 9/ 42E
CHAPTERS INCLUDED - COST ACCOUNTING SYSTEMS
(APPLICABLETO MAY 2020 ATTEMPT OF CA INTER. SYNCHRONISED WITH JULY 2019 EDITION OF ICAI SM.
ISSUED ON 28/10/19)

14. GOST AGCOUNTING SYSTEMS
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A. RECORD ALL THE EXPENSES:

"‘\'V
@, —v—

ENTRIES INNON INTEGRATED ACCOUNTING (IN COST RECORDS)

No.

Particulars

Dr.

Cr.

Purchase of Raw Material (Direct & Indirect):

Raw Materials Control Afc

To General Ledger Adjustment Afc (GLA) * (or)

To Nominal Ledger Adjustment A/c (or)

To Cost Ledger Adjustment Alc

Dr. HXX

Transfer to stores of materials purchased:

Stores Control Afc

To Raw Material Control Afc

Dr. HXX

Combine entryfor 1 & 2:

Stores Control Afc

To General Ledger Adjustment Afc

Dr. KXX

Materials returned to suppliers:
General Ledger Adjustment Alc

To Stores Control Afc

Dr. KX

Direct Materials issued for production:

Work-in-progress Control Alc

To Stores Control Alc

Dr. HXX
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Indirect Materials issued to production dept.:
5. Factory/\Works/Production Overhead Control Alc
To Stores Control Alc

Dr. XXX

Indirect Materials issued to administration dept.
6. Administration/Office overhead Control Alc
To Stores Control Alc

Dr. XXX

Indirect Materials issued to sales dept.:

7. Sales Overhead Control Alc
To Stores Control Alc

Dr. XXX

For Normal loss of stores
8. FOH Control A/c
To Stores Control Alc

Dr. XXX

For abnormal loss of stores
a) Abnormal loss Alc
To Stores Control A/c
b) Costing P & L Alc
To Abnormal loss Alc
(OR)
Costing P& L Alc
To Stores Control Alc

Dr. XXX

Dr. XXX

Dr.

Return of direct material to Stores dept.:
10. |Stores Control Alc
To Work-in-progress Control A/c R

Dr. XXX

Return of indirect material to stores dept.
11. | Stores Control Alc

Dr. XXX

To FOH/AOH/SOH Control Alc <§§\

Materials transferred fromone job t er:

To Job Control Alc (Giving)

Dr. XXX

12. | Job Control A/c (Receiving) (ﬁ
\

R.M. issued for repairs:
13. [FOH/AOH/SOH/Control Alc
To Stores Ledger Control A/c

Dr. XXX

Payment of wages (direct & Indirect wages):
14. |Wages Control Alc
To GLA Control Alc

Dr. XXX

Payment of expenses (for both direct & indirect):
15. |[Expenses Alc
To GLA Control Alc

Dr. XXX

Payment of Overheads:
16. [FOH/AOH/SOH Control Alc
To GLA Control A/c

Dr. XXX

Carriage inward:

17. | Manufacturing overhead Alc
To GLA Control Alc

Dr. XXX

*Represents all Real a/c’s (Except RM, WIP & FG), Personal a/c's.

B. TRANSFER ENTRIES:

Transfer of applicable portion of DM to WIP:

1. Refer to A 4 above

2. department:
Referto A5, 8, 7 above

Transfer of Indirect materials to production/ administration/ sales
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Transfer of Direct wages to WIP:
3. WIP Control Alc Dr. XXX
To Wage Control Alc XXX

Transfer of Indirect wages to respective dept.:
4. POH/AOH/SOH Alc Dr. XX
To Wages Control Alc XXX

For Normal Idle time wages
5. FOH Control Alc Dr. XXX
To Wage Control Alc XXX

For Abnormal Idle time wages
6. Costing P& L Alc Dr. KXX
To Wage Control Alc XXX

Transfer of Direct expenses to WIP:
7. |WIP Control Alc Dr. XXX
To Expenses Control A/c XXX

Transfer of indirect expenses:
8. POH/AOH/SOH Control Alc Dr. XXX
To Expenses Control A/c XXX

Transfer of POH to WIP:
9. WIP Control Alc Dr. ), 0.9.4
To POH Control A/c KKK

C.EXPENSES OF F.G.:

(2
Conversion of WIP into FG: @\a)
1. | FG Control Alc @ Dr. | xxx
>

To WIP Control Alc N

Transfer of AOH to FG: %
2. FG Control Alc (;a&% Dr. XXX

To AOH Control Alc N
\J
D. EMERGENCE OF COST OF SALES:

Transfer of FG to cost of sales:
1. Cost of sales control Alc Dr. ), 0.9.4
To FG Control Alc KKK

Transfer of SOH to cost of sales:
2. Cost of sales control A/c Dr. ), 0.9.4
To SOH Control Afc FHX

Transfer of bal. in C.0.8 to costing P&L Alc:
3. Costing P& L Alc Dr. XXX
To Cost of sales Control Alc XXX

E. SALES ACCOUNTING:

Cash / Credit Sales:
1. GLA Control Alc Dr. ), 0.9.4
To Sales Control Alc XXX

Transfer of sales to costing P & L Alc:
2. Sales Control Alc Dr. XXX
To Costing P & L Alc XXX

F. RECOVERY OF OVERHEADS:

P.O.H or AO.H or S.0.H. recovered:
1. WIP A/c or FG Alc or Cost of Sales Alc Dr. ), 0.9.4
To POH Alc or AOH Alc or SOH Alc HPHX
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G. MISCELLANEOUS ENTRIES:

Transfer of profits to GLA:
1. Costing P& L Alc Dr. XXX
To GLA Control Alc XXX

Transfer of Loss to GLA:
2. GLA Control Alc Dr. ), 0.9.4
To Costing P & L Alc XXX

Abnormal Loss during Production/ WIP:
GLA Control Alc Dr. | XXX
CostingP & L Alc Dr. | XXX

TO WIP A/C

a) Abnormal Loss during Production having No Scrap Value:
Costing P&L Alc Dr. KXX
TO WIP Alc XXX

4. b) Abnormal Loss during Production having Scrap Value:
General Ledger Adjustment Alc Dr. KXX
Costing P&L A/c (Loss) Dr. XXX
To WIP Alc XXX

INTEGRATED AGGOUNTS

Both financial & costing information will be maintained only in one set of books.

Instead of GLA A/C, all real & personal accounts will be maintained.

Two P & L Alc’s will be prepared: Qb
a) Costing P& L Alc "Q inancial P & L Alc

4. Transfer of profits: \

a) Profits obtained in Costing P & L Alc - to t@sferred to financial P & L Alc
b) Profits obtained in Financial P & L Alc ransferred to capital Alc.
kems of Pure finance & Non-cost . ems: To be shown in Financial P & L Alc

RECONCILIATION OF COST AND FINANCIAL STAREMENTS:

When the cost and financial accounts are kept separately, It is imperative that these should be
reconciled, otherwise the cost accounts would not be reliable. The reconciliation of two set of
accounts can be made, if both the sets contain sufficient detail as would enable the causes of
differences to be located. It is therefore, important that in the financial accounts, the expenses should
be analysed in the same way as in cost accounts. It is important to know the causes which generally
give rise to differences in the costs & financial accounts.

Reasons for disagreement of profits as per cost and financial accounts: The various reasons for
disagreement of profits shown by the two sets of books viz., cost and financial may be listed as below:

1. Items appearing only in financial accounts: The following items of income and expenditure are
normally included in financial accounts and not in cost accounts. Their inclusion in cost accounts
might lead to unwise managerial decisions. These items are:

a) Income:
i) Profit on sale of assets iii) Dividend received
ii) Interest received iv) Rent receivable

v) Share Transfer fees
b) Expenditure:

i) Loss onsale of assets -
Copyrights Reserved

ii) Uninsured destruction of assets To MASTER MINDS Guntur
ili) Loss due to scrapping of plan and machinery
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iv) Preliminary expenses written off
v) Goodwill written off
vi) Underwriting commission and debenture discount written off
vii) Interest on mortgage and loans
viii) Fines and penalties
¢) Appropriation
i) Dividends ii) Reserves
iii) Dividend equalization fund, Sinking fund etc.

2. ltems appearing only in cost accounts: There are some items which are included in cost
accounts but not in financial account. These are:

i) Notional interest on own capital;

ii) Notional rent on premises owned.

iii) Salary to proprietor

iv) Depreciation on assets which are fully depreciated

3. Under or over-absorption of overhead: In cost accounts overheads are charged to production
at pre-determined rates where in financial accounts actual amount of overhead is charged, the
difference gives rise under or over-absorption; causing a difference in profits.

4. Different bases of stock valuation: In financial books, stocks are valued at cost or market price,
whichever is lower. In cost books, however, stock of materials may be valued on FIFO or LIFO
basis and work-in-progress may be valued at prime cost or works cost. Differences in store

5. Depreciation: The amount of depreciation charge mg
because of the different methods of calculating ciation or the rates adopted. In cost
accounts, for instance, the straight line metho
may be the diminishing balance method.

RECONCIL STATEMENT

(When Profit as per Co unts is taken as a starting point)

Particular Rs. Rs.
A. Profit as per Cost Accounts .

B. Add: ltems having the effect of higher profit in financial accounts:

(a) Over-absorption of Factory | ...
Overheads/ Office & Adm.
Overheads / Selling & Distribution
Overheads in Cost Accounts

(b) Over-valuation of Opening Stockef | ...
Raw Material / Work-in-progress /
Finished goods in Cost Accounts

(¢) Under-valuation of Closing Stockef | ...
Raw Material / Work-in-progress /
Finished Goods in Cost Accounts
Rent received
Transfer Fees received etc.

(d) Income excluded from Cost Accounts: (e.g.) Interest& | ..o | il
Dividend on Investments

C. Less: tems having the effect of lower profit in financial accounts:

(a) Under-absorption of Factory | ...
Overheads/ Office & Adm.

Overheads / Selling & Distribution
Overheads in Cost Accounts
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(b) Under-valuation of Opening Stock of Raw Material / Work-in-|  -.....
progress/ Finished goods in Cost Accounts

(¢) Over-valuation of Closing Stock of Raw Material / Work-in-|  ......
progress /Finished Goods in Cost Accounts

(d) Expenses excluded from Cost Accounts: (eg) | el {...... )
Bad Debts writtenoff | ...
Preliminary Expenses / Discount on Issue, writtenoff |  ......
Legal Charges | .

D. Profit as per Financial Accounts (A+B-C, | |....

Note: In case of ‘Loss’, the amount shall appear as a minus item.

Note: When profit as per Cost account is calculated from profit as per financial accounts, then items
which are added above will be deducted and vice-versa.

PROBLEMS FOR CLASSROOM DISCUSSION

MODEL 1: PREPARATION OF GONTROLACCOUNTS

PROBLEM 1: As of 30th September, 2019, the following balances existed in a firm’'s cost ledger,
which is maintained separately on a double entry basis:

Debit( Rs.) Credit(Rs.)

Stores Ledger Control Alc 15,00,000 -
Work-in-progress Control Alc 7,20:000 -
Finished Goods Control Alc 1 0 -
Manufacturing Overhead Control Alc AR - 75,000
Cost Ledger Control Alc IRNNE 34,25,000
[&\é 5,00,000 35,00,000

During the next quarter, the following items ar
ik ®s)

Finished Product (at cost) 11,25,000
Manufacturing overhead incurred 425,000
Raw material purchased 6,25,000
Factory wages 2,00,000
Indirect labour 1,00,000
Costof sales 8,75,000
Materials issued to production 6,75,000
Sales returned (at cost) 45,000
Materials returned to suppliers 65,000
Manufacturing overhead charged to production 4,25,000

Required:

PREPARE the Cost Ledger Control A/c, Stores Ledger Control Alc, Work-in-progress Control Alc,

Finished Stock Ledger Control A/lc, Manufacturing Overhead Control A/c , Wages Control Alc,

Cost of Sales A/lc and the Trial Balance at the end of the quarter. (RTP NOV19 NEW)(ANS:47,10,000)
(SOLVE PROBLEM NO 1,2 OF ASSIGNMENT PROBLEIS AS REWORK)

Concept Question: What is the impact on question, I Manufacturing overheads charged to

production of Rs.3,00,000

Note:
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PROBLEM 2: On 31st March, 2013 the following balances were extracted from the books of the
Supreme Manufacturing Company:

Particulars Dr. (Rs.) Cr. (Rs))
Stores Ledger Control Alc 35,000
Work-in-Progress Control Alc 38,000
Finished Goods Control Alc 25,000
Cost Ledger Control Alc 98,000
98,000 98,000
The following transactions took place in April 2013:
Particulars {Rs.)
Raw Materials:
Purchased 95,000
Returned to suppliers 3,000
Issued to Production 98,000
Returned to stores 3,000
Productive wages 40,000
Indirect labour 25,000
Factory overhead expenses incurred 50,000
Selling and Administrative expenses ~ 40,000
Cost of finished goods transferred to warehouse (\<%\\'<E’) 2,13,000
Cost of Goods sold QB 2,10,000
Sales /\@ 3,00,000

% of direct wages, any under/over absorbed
the subsequent months. All administrative and
d charged off to the Profit and Loss Account of the
owing Accounts:

Factory overheads are applied to production
overhead being carried forward for adjust
selling expenses are treated as period ¢
month in which they are incurred. Show t

a) Cost Ledger Control Alc d) Finished Goods Stock Control Alc

b) Stores Ledger Control Alc e) Factory Overhead Control A/c

c) Work-in-Progress Control Alc f) Costing Profit and Loss Alc

Trial Balance as at 30th April, 2013. (B} (NEW SM, OLD SM)(ANS.: TOTALOF TRIAL BALANCE=RS. 95,000)

Concept Question: Whatis the impacton question, if FOH are charged at 200% of direct wages.

Note:

PROBLEM 3: (PRINTED SOLUTION AVAILABLE) Acme Manufacturing Co. Ltd. has the balances
as on 1% July, 2012 as follows:

Stores Control Alc 1,24,000
Work-in-Progress Alc 62,500
Finished Goods Alc 1,24,000
Production Overhead Alc 8,400
Administration Overhead Alc 12,000
Selling and Distribution Overhead Alc 6,250
General Ledger Control Alc 3,13,150
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The following are the transactions for the quarter ended 30" September, 2012:

Materials purchased 4,80,100| Administration overheads 74,000
Materials issued to jobs 4,77,400| Administration allocated to

Materials to works maintenance 41,200] production 52,900
Materials to administration office 3,400| Administration allocated to

Materials to selling department 7.200| sales 14,800
Wages-direct 1,49,300| Sales overheads 64,200
VWages-indirect 65,000 Sales overheads absorbed 82,000
Transportation for incoming materials 8,400( Finished goods produced 9,58,400
Production overheads 2,42 250| Finished goods sold 977,300
Production overheads - Absorbed 3,59,100| Sales Realisation 14,43,000

Make the various accounts & prepare a Trial Balance as at 30" September, 2012.
(B) (NEW SM, OLD SM){ANS.: TOTAL OF TRIAL BALANCE: RS. 3,28,950)
(SOLVE PROBLEM NO 3 OF ASSIGNVIENT PROBLEMS AS REWORK)
Concept Question: Whatis the impact on question, if material issued to jobs Rs. 5,00,000
Note:

PROBLEM 4: A Company operates separate cost accounting and financial accounting systems. The
following is the list of Opening balances as on 1.04.2001 in the Cost Ledger.

Particulars Debit (Rs.) Credit (Rs.)
Stores Ledger Control Account S 53,375 --
WIP Control Account ,&§9" 1,04,595 -
Finished Goods Control Account @ 30,780 --
General Ledger Adjustment Account o 1,88,750

Transactions for the quarter ended 30.06.200& under:

Part,ig{@\;s) (Rs.)
Materials purchased W 26,700
Materials issued to production 40,000
Materials issued for factory repairs 900
Factory wages paid (including indirect wages Rs. 23,000) 77,500
Production overheads incurred 95,200
Production overheads under-absorbed and written-off 3,200
Sales 2,56,000

The Company’s gross profit is 25% on Factory Cost. At the end of the quarter, WIP stocks increased
by Rs. 7,500.

Prepare the relevant Control Accounts, Costing Profit and Loss Account and General Ledger
Adjustment Account to record the above transactions for the quarter ended 30.06.2001. (OLDPM)

(A} (ANS.: PROFIT=RS. 48,000)
(SOLVE PROBLEM NO 4 OF ASSIGNMENT PROBLEMS AS REWORK)

Concept Question: Whatis the impacton question, if gross profit is 1/3 on factory cost

PROBLEM 5:(PRINTED SOLUTION AVAILBLE) A company operates on historic job cost

accounting system, which is not integrated with the financial accounts. At the beginning of a month,
the opening balances (in lakhs) were:

Stores Ledger Control Account 80
Work-in-Progress Control Account 20
Finishing Goods Control Account 430
Building construction Account 10
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Cost Ledger Control Account 540
Transactions during the month:

Materials:

Purchases 40
Issued to production 50
Issued to general maintenance 6
Issued to building construction 4
Wages:

Gross wages paid 150
Indirect wages 40
For building construction 10
Works Overheads:

Actual amount incurred (Excluding items shown above) 160
Absorbed in building construction 20
Under absorbed 8
Royalty paid 5
Selling & distribution and administration overheads 25
Sales 450

At the end of the month, the stock of raw materials and work-in progress was Rs.55 lakhs & 25 Lakhs
respectively. The loss arising in the raw material account is treated as factory overheads. The building
under construction was completed during the month. Company’s gross profit margin is 20% on sales.
Prepare the relevant controlaccounts to record the above transactions. {OLD SM, NEW SM)

(C) (ANS.: TOTAL OF TRIALBALANCE - RS. 483 LAKHS)

Concept Question: VWhat is the impact on question, if losg, arising in the raw material account is
treated as abnormal loss. &)

Note: X @

MODEL 2: 1GUGBAL ENTRIES

PROBLEM 6: %%
a) Dutta Enterprises operates an integra \\\‘ em of accounting. You are required to pass the Journal
Entries for the following transactions that took place for the year ended 30th June, 2012,

(Narrations are not required)

Particulars Rs.
Raw materials purchased (50% on Credit) 6,00,000
Materials issued to production 4,00,000
VWages paid (50% Direct) 2,00,000
Wages charged to production 1,00,000
Factory overheads incurred 80,000
Factory overheads charged to production 1,00,000
Selling and distribution overheads incurred 40,000
Finished goods at cost 5,00,000
Sales (50% Credit) 7,50,000
Closing stock -
Receipts from debtors 2,00,000
Payments to creditors 2,00,000
b) Journalise the following transactions assuming cost and financial accounts are integrated:

i) Materials issued: {Rs.)

Direct 3,25,000 Copyrights Reserved

Indirect 1,15,000 To MASTER MINDS, Guntur

CA Inter_42e_Costing (P)_Cost Accounting Systems 14.10




MASTER MINDS

No.1 for CA/ICWA & MEC/CEC
ii) Allocation of wages (25% indirect) 6,50,000
iii) Under/Over absorbed overheads:
Factory (Over) 2,50,000
Administration (Under) 1,75,000
iv) Payment to Sundry Creditors 1,50,000
v) Collection from Sundry Debtors 2,00,000

(A} (NEW SM, OLD SM,, N 135M)
(SOLVE PROBLEM NO 5,6 OF ASSIGNMENT PROBLEMS AS REWORK)

Concept Question: Whatis the impact on question, if under/over recovery is carry forwarded.

Note:

MODEL 3: COMPREHENSIVE PROBLEMS

PROBLEM 7: (PRINTED SOLUTION AVAILABLE): In the absence of the Chief Accountant, you have
been asked to prepare a month’'s cost accounts for a company which operates a batch costing system
fully integrated with the financial accounts. The following relevant information is provided to you:

Particulars (Rs.) {Rs.)
Balances at the beginning of the month:
Stores Ledger Control Account 25,000
Work-in-Progress Control Account @ 20,000
Finished Goods Control Account (\& 35,000
Prepaid Production Overheads brought forward from@hs month 3,000
Transactions during the month: 05\
Materials Purchased r.g\ 75,000
Materials Issued: K NN
To Production Y 30,000
To Factory Maintenance 4,000 34,000
Materials transferred between batches 5,000
Total wages paid:
To Direct workers 25,000
To Indirect workers 5,000 30,000
Direct wages charged to batches 20,000
Recorded non-productive time of direct workers 5,000
Selling and Distribution Overheads Incurred 6,000
Other Production Overheads Incurred 12,000
Sales 1,00,000
Cost of Finished Goods Sold 80,000
Cost of Goods completed and transferred into finished goods during the month 65,000
Physical value of work-in-progress at the end of the month 40,000

The production overhead absorption rate is 150% of direct wages charged to work-in progress.

Required:
Prepare the following accounts for the month:

a) Stores Ledger Control Account.

CA Inter_42e_Costing (P)_Cost Accounting Systems
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¢) Finished Goods Control Account. d) Production Overhead Control Account.

e) Profit and Loss Account. (B) (OLD SM, NEW SM)(ANS.: PROFIT —RS. 20,000)
(SOLVEPROBLEM NO 7 OF ASSIGNVIENT PROBLEMS AS REWORK)

Concept Question: Whatis the impact on gquestion, if production overheads are recovered at 100%
of direct material issued.

Note:

MODEL 4: MISSING FIGURES

PROBLEM 8: (PRINTED SOLUTION AVAILABLE) The following incomplete accounts for the month
ended 31% October, 2002.

Stores Control Account

| 1.10.02 | To Balance | 54,000 | |
Work in Progress Control Account
| 1.10.02 | To Balance | 6,000 | |

Finished Goods Control Account

[ 1.10.02 | To Balance | 75,000 | |
Factory Overheads Control Account

| Total debits for October, 2002 | 45,000 | &5 |
Factory Overheads Appdj ccount

| R\ |

Cost of Go%@%g Account

| AN |

Creditor rchases Account
| | 11002 | By Balance 30,000 |

Additional information:

a) The factory overheads are applied by using a budgeted rate based on Direct Labour Hours. The
budget for overheads for 2002 is Rs. 6,75,000 and the budget of direct labour hours is 4,50,000.

b) The balance in the account of creditors for purchases on 31.10.02 is Rs. 15,000 and the payment
made to creditors in October, 2002 amount to Rs. 1,05,000.

¢) The finished goods inventory as on 31% October, 2002 is Rs. 66,000.
d) The cost of goods sold during the month was Rs. 1,95,000.

e) On 31% October, 2002, there was only one unfinished job in the factory. The cost records show
that Rs. 3,000 (1,200 direct labour hours) of Direct Labour Cost and Rs. 6,000 of Direct Material
Cost had been charged.

f) Atotal of 28,200 direct labour hours were worked in October, 2002. All factory workers earn same
rate of pay.

g) All actual factory overheads incurred in October, 2002 have been posted.
You are required to find:
a) Materials purchased during October.

b) Cost of goods completed in October. Copyrights Reserved
To MASTER MINDS, Guntur

c) Overheads applied to production in Oct.
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d) Balance of WIP on 31% Oct.
e) D.M. consumed during October, 2002.
f) Balance of Stores A/c on 31 October.

d) Over or under-absorbed overheads for October, 2002. {B) (NEW SM, OLD SM)
(ANS.: A) RS. 90,000; B) RS. 1,86,000; C) RS. 42,300; D) RS. 10,800; E) RS. 78,000; F) RS. 66,000; G) RS. 2,700)
(SOLVE PROBLEM NO 8 OF ASSIGNVIENT PROBLEMS AS REWORK)

Concept Question: Whatis the impact on gquestion, if closing balance of creditors is Rs.5,000

Note:

MODEL 5: RECONGILIATION WITH PROFIT

PROBLEM 9: The net loss of Way well Ltd. appeared at Rs. 1,18,500 as per cost records for the year
ending 31-03-2019. The following information was revealed as a result of scrutiny of the figures of
financial and cost records:

Particulars Amount Rs.
Factory overheads over absorbed in cost accounts 32,500
Administrative overheads under absorbed in cost accounts 38,250
Depreciation charged in financial accounts 4,55,800
Depreciation recovered in cost accounts 4,99 700
Loss due to obsolescence charged in financial accounts N 11,400
Income tax provision made in financial accounts l&&%\'f‘) 32,650
Interest on investments not included in cost accounts%\wy 96,000
Store adjustment (Credit) to financial accounts /" 12,800
Value of opening stock in Cost accounts a\z?,\}?’ 18,85,600
Financial accg@““ 19,62,500
Value of closing stockin  Cost accoun@? 21,15,800
Financial accowhts 21,98,000
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
Required: prepare a reconciliation statement and arrive at the profit or loss as per
financial accounts

Required: prepare a reconciliation statement and arrive at the profit or loss as per financial accounts
(MAY 19 new 8M)(ANS:60,700)

Concept Question: What is the impact on question, if notional rent charged in cost records

Note:

PROBLEM 10: (PRINTED SOLUTION AVAILABLE) The financial books of a company reveal the
following data for the year ended 31st March, 2002:

Opening Stock: {Rs.)
Finished goods 875 units 74,375
Work-in-process 32,000

CA Inter_42e_Costing (P)_Cost Accounting Systems 14.12




No.1for CAICWA & MEC/CEC MASTER MINDS
1.4.01 to 31.3.02

Raw materials consumed 7.,80,000
Direct Labour 450,000
Factory overheads 3,00,000
Goodwill 1,00,000
Administration overheads 2.,95,000
Dividend paid 85,000
Bad Debts 12,000
Selling and Distribution Overheads 61,000
Interest received 45,000
Rent received 18,000
Sales 14,500 units 20,80,000
Closing Stock: Finished goods 375 units 41,250
Work-in-process 38,667

The cost records provide as under:
¢ Factory overheads are absorbed at 60% of direct wages.
¢ Administration overheads are recovered at 20% of factory cost.

¢ Selling and distribution overheads are charged at Rs. 4 per unit sold.

¢ Opening Stock of finished goods is valued at Rs. 104 pe@
e The company values work-in-process at factory cos Financial and Cost Profit Reporting.

Required:

i) Prepare statements for the year ended 31st /@8 3®, 2002 show

b) Profit as per costing records.

a) Profit as per financial records
ii) Present a statement reconciling the s per costing records with the profit as per Financial

Records.

(A) (OLDPM)(ANS.: PROFITAS PER FINANCIAL RECORDS 33,542; PROAT AS PER COSTINGRECORDS 1,87,000)
(SOLVEPROBLEM NO 8 OF ASSIGNMENT PROBLEMS AS REWORK)

Concept Question: Whatis the impact on question, AOH are recovered at 30% of factory cost

Note:

PROBLEM 11: The following figures are available from the financial records of ABC Manufacturing

Co. Ltd. for the year ended 31-3-2013.

Particulars (Rs.)

Sales (20,000 units) 25,00,000
Materials 10,00,000
Wages 5,00,000
Factory Overheads 4,50,000
Office and administrative Overhead 2,60,000
Selling and distribution Overheads 1,80,000
Finished goods (1,230 units) 1,50,000
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Particulars (Rs.) (Rs.)

Work-in-Progress:

Materials 30,000

Labour 20,000

Factory overheads 20,000 70,000
Goodwill written off 2,00,000
Interest on capital 20,000

In the Costing records, factory overhead is charged at 100% of wages, administration overhead 10%
of factory cost and selling and distribution overhead at the rate of Rs. 10 per unit sold.

Prepare a statement reconciling the profit as per cost records with the profit as per financial records.
(B) (NEW SM, OLD SM) (ANS.:PROFITAS PER FINANCIAL RECORDS: RS. 1,10,000; PROFIT AS PER COST RECORDS:RS. 3,00,000)
(SOLVE PROBLEM NO. 10 OF ASSIGNMENT PROBLEMS AS REWORK)

Concept Question: Whatis the impact on question, f S&0OH recovered at Rs.15 per unit sold .

Note:

PROBLEM 12: (PRINTED SOLUTION AVAILABLE) The following is the Trading and Profit & Loss

Account of Omega Limited:

Particulars (Rs.) Particulars (Rs.)
To Materials consumed 23,01,000| By Sales (30,000 units) 48,75,000
To Direct wages 12,05,750)| By Fi 'oods Stock (1,000 units)| 1,30,000
To Production Overheads 6,92 250 n-progress:
AR 55,250
O 26,000
AQZ Jroduction Overheads 16,250 97,500
To Administration Overheads 3(\ 5| By Dividends received 3,90,000
To Selling and Distribution Overheads | «\4R87875| By Interest on bank deposits 65,000
To Preliminary Expenses written off N22,750
To Goodwill written off 45,500
To Fines 3,250
To Interest on Mortgage 13,000
To Loss on Sale of machine 16,250
To Taxation 1,95,000
To Net Profit for the year 3,83,500
55,567,500 55,57,500

Omega Limited manufactures a standard unit.

The Cost Accounting records of Omega Ltd. show the following:

a) Production overheads have been charged to work-in-progress at 20% on Prime cost.

b) Administration Overheads have been recovered at Rs. 9.75 per finished Unit.

¢) Selling & distribution Overheads have been recovered at Rs. 13 per Unit sold.

d) The Under or Over-absorption of Overheads has not been transferred to costing P/L Alc.

Required:

i) Prepare a proforma Costing Profit & Loss account, indicating net profit.

ii) Prepare Control accounts for Production overheads, Administration Overheads and Selling &

Distribution Overheads.
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iii) Prepare a statement reconciling the profit disclosed by the Cost records with that shown in
financial accounts. (A) (OLDPM) (ANS.:PROFIT AS PER COST RECORDS - 2,14,500)

(SOLVEPROBLEM NO 11 OF ASSIGNMENT PROBLEMS AS REWORK)

Concept Question: Whatis the impact on question, if under/over recovery is transferred to costing
P&L a/c

Note:

PROBLEM 13: (PRINTED SOLUTION AVAILABLE) The following information is available from the
financial books of a company having a normal production capacity of 60,000 units for the year ended
31%' March, 2002:

a) Sales Rs.10,00,000 (50,000 units).
b) There was no opening & closing stock of finished units.

c) Direct material & direct wages cost were Rs.5,00,000 and Rs.2,50,000 respectively.
d) Actual factory expenses were Rs.1,50,000 of which 60% are fixed.

e) Actual administrative expenses were Rs. 45,000 which are completely fixed.

f) Actual selling and distribution expenses were Rs. 30,000 of which 40% are fixed.

d) Interest and dividends received Rs. 15,000.

You are required to:

a) Find out profit as per financial books for the year ended 3 arch, 2002.

b) Prepare the cost sheet assuming that the indirect e are absorbed on the basis of normal

production capacity.
c) Prepare a statement reconciling profits shown &:ial and cost books.
SM)(ANS.: (A) PROFIT AS PER FINANCIAL BOOKS 40,000)
yon, if normal production capacity is 40,000 units.

Note: \)V

MODEL 6: RECONCILIATION WITH LOSS

PROBLEM 14: R Limited showed a net loss of Rs. 35,400 as per their cost accounts for the year
ended 31° March, 2014. However, the financial accounts disclosed a net profit of Rs. 67,800 for the
same period. The following information were revealed as a result of scrutiny of the figures of cost
accounts and financial accounts:

Rs.

Administrative overhead under recovered 25,500
Factory overhead over recovered 1,35,000
Depreciation under charged in Cost Accounts 26,000
Dividend received 20,000
Loss due to obsolescence charged in Financial Accounts 16,800
Income tax provided 43,600
Bank interest credited in Financial Accounts 13,600
Value of opening stock:

a) In Cost Accounts 1,65,000

b) In Financial Accounts 1,45,000
Value of closing stock:

a) In Cost Accounts 1,25,500
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b) In Financial Accounts 1,32,000
Goodwill written-off in Financial Accounts 25,000
Notional rent of own premises chargedin Cost Accounts 60,000
Provision for doubfful debts in Financial Accounts 15,000

Prepare a reconciliation statement by taking costing net loss as base.

(A) (OLDPM) (N12 - 84) (ANS.: 67,800)

(SOLVEPROBLEM NO 12 OF ASSIGNMENT PROBLEMS AS REWORK)

Concept Question: Whatis the impact on gquestion, R&D expenses recorded only in financial

records.
Note:

MODEL 7 MEMORANDUM RECONGILIATION AGGOUNT

PROBLEM 15: A manufacturing company has disclosed a net loss of Rs 2,25,000 as per their cost
accounting records for the year ended March 31, 2019. However, their financial accounting records
disclosed a net loss of Rs 2,70,000 for the same period. A scrutiny of data of both the sets of books

of accounts revealed the following information:

Particulars Amt.

Factory overheads under-absorbed 5,000
Administration overheads over-absorbed @n\ 3,000
Depreciation charged in financial accounts A®’ 70,000
Depreciation charged in cost accounts /{J\@V 80,000
Interest on investments not included in co A nts 20,000
Income-tax provided in financial acco N> 65,000
Transfer fees (credit in financial acc@v@ 2,000
Preliminary expenses written off 3,000
Over-valuation of closing stock of finished goods in cost accounts 7,000

Required:

Prepare a Memorandum Reconciliation Account. (MTP NOV 19 NEW)(ANS:3,05,000)

Concept Question: What is the impact on question, donations charged to financial P&L a/c

only

Note:

PROBLEM 16: M/s Abid Private Limited disclosed a net profit of Rs. 48,408 as per cost books for
the year ending 31st march 2019. However, financial accounts disclosed net loss of Rs 15,000 for
the same period. On scrutinizing both the books of accounts fallowing information was revealed:

Works Overheads under recovered in Cost books 48,600
Office Overheads over recovered in Cost books 11,500
Dividend received on shares 17,475
Interest on fixed deposits 21,650
Provision for Doubtful debts 17,800
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Obsolescence loss not charged in Cost Accounts 17,200
Stores adjustments (debited in Financial Accounts) 35,433
Depreciation charged in Financial accounts 30,000
Depreciation recovered in cost books 35,000 Supreme

Manufacturing Company Supreme Manufacturing Company

Prepare Memorandum Reconciliation Account.

(MAY 19 NEW 5M)(ANS:1,19,033)
(SOLVEPROBLEM NO 13, 14 OF ASSIGNMENT PROBLEMS A5 REWORK)

Concept Question: Whatis the impact on question, profit transferred to general reserve is Rs.2,000

Note:

MODEL 8: REVERSE WORKING

PROBLEM 17:(PRINTED SOLUTION AVAILBLE): The following figures have been extracted from
the cost records of a manufacturing company:

Rs.

Stores:

Opening Balance —~ 12,60,000
Purchases O 67,20,000
Transfer from Work-in-progress @@\/ 33,60,000
Issues to Work-in-progress e \ 67,20,000
Issues to Repairs and Maintenance 62@ 8,40,000
Deficiencies found in Stock taking RO »“ 2,52,000
Work-in-progress: \,&

Opening Balance 25,20,000
Direct Wages applied 25,20,000
Overhead Applied 90,08,000
Closing Balance 15,20,000

Finished Products:

Entire output is sold at a Profit of 12% on actual cost from work-in-progress.
Others: Wages incurred Rs.29,40,000; Overhead incurred Rs. 95,50,000.

Income from investment Rs. 4,00,000; Loss on sale of Fixed Assets Rs. 8,40,000.

Draw the stores control account, work-in-progress control account, costing profit and loss account,
profit and loss account and reconciliation statement

(A)(OLDPM)(ANS.: PROFITAS PERCOSTRECORDS — 19,06,560; LOSSAS PER FINANCIAL RECORDS —5,87,440)
(SOLVEPROBLEVINO 15,16,17 OF ASSIGNMENTPROBLEMSAS REWORK)

Concept Question: Whatis the impact on question, if profit is 15% on actual cost from WIP.
Note:

Copyrights Reserved
To MASTER MINDS, Guntur
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PRINTED SOLUTIONS TO SOME SELECTIVE PROBLEMS

PROBLEM NUMBERS TO WHICH SOLUTIONS ARE PROVIDED: 3,5,7,8,10,12,13,17

PROBLEM HO.3
Acme Manufacturing Co. Ltd.

Cost Ledger
Dr. Material Control A/c Cr.
Particulars Amount Particulars Amount
(Rs.) (Rs.)
To Balance b/d 1,24,000| By Work-in-progress 4,77,400
To General ledger control Alc 4,80,100( By Production overheads Alc 41,200
{Purchases)
By Administration overhead Alc 3,400
By Selling and distribution overhead 7,200
Alc
By Balance c/d 74,900
6,04,100 6,04,100
To Balance b/d 74,900
Dr. Wages Control Alc(a\ Cr.
Particulars Amount @arﬁculars Amount
{Rs.) A@ {Rs.)
To General ledger control Alc 2,14,300 %b\ﬁ(-in-progress 1,49,300
(Rs.1,49,300 + Rs.65,000) A(ééa@
N v Production overheads Alc 65,000
230 2,14,300
Prowon Overhead Alc
Particulars Amount | Amount Particulars Amount | Amount
(Rs.) {(Rs.) (Rs.) {(Rs.)
To Balance b/d 8,400( By WIP Alc 3,59,100
To General Ledger Adj Alc: By Balance c/d 6,150
To Transportation 8,400
To Production overheads 2,42 2501 2,50,650
To Wages control Alc 65,000
To Material control Alc 41,200
3,65,250 3,65,250
To Balance b/d 6,150
Administration Overhead A/c
Particulars Amount Particulars Amount
(Rs.) (Rs.)
To General ledger control A/c 74,000| By Balance b/d 12,000
To Material control Alc 3,400] By Work-in-progress Alc 52,900
To Balance c/d 2,300] By Cost of sales Alc 14,800
79,700 79,700
By Balance b/d 2,300
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Selling and Distribution Overhead Alc

Particulars Amount Particulars Amount
(Rs.) (Rs.)
To Balance b/d 6,250 By Cost of Sales Alc 82,000
To General ledger control A/c 64,200
To Material control Alc 7,200
To Balance c/d 4,350
82,000 82,000
By balance b/d 4,350
Work-in-Progress Alc
Particulars A?I‘Roslf;t Particulars A?:slf;"t
To Balance b/d 62,500 By Finished Goods Alc 958,400
To Material control Alc 4,77,400| By Balance c/d 1,42,800
To Wages control Alc 1,49,300
To Production overheads Alc 3,59,100
To Administration overhead Alc 52,900
11,01,200 11,01,200
To Balance b/d 1,42,800
Finished Goods Nco
Particulars Amount @arﬁculars Amount
(Rs.) QA (Rs.)
To Balance c/d 1,24,000 > of sales Alc 977,300
To Work-in-progress 9,58,4¢ Balance c/d 1,05,100
10,8 10,82,400
To Balance b/d 285800
Wof Sales Alc
Particulars Amount Particulars Amount
(Rs.) (Rs.)
To Finished goods Alc 9,77,300| By Costing profit & loss Alc 10,74,100
To Administration overheads Alc 14,800
To Selling & distribution overheads 82,000
Alc
10,74,100 10,74,100
Dr. General Ledger Control Alc Cr.
Particulars Azgoslf;t Particulars A?I;osl'.')nt
To Costing profit and loss Alc 14,43,000| By Balance b/d 3,13,150
To Balance c/d 3,22,300| By Material control A/c 4,80,100
By Wages Control Alc 2,14,300
By Production overhead A/c 250,650
By Administration overhead A/c 74,000
By Selling and dist. overhead Alc 64,200
By Costing profit & loss Alc 3,68,900
17,65,300 17,65,300
By Balance b/d 3,22,300
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Dr. Costing Profit & Loss Alc Cr.
Particulars A?I‘aoslf?t Particulars A?I;O:)nt
To Cost of sales Alc 10,74,100 | By General ledger control A/c(Sales)| 14,43,000
To General ledger control Alc 3,68,900
14,43,000 14.43,000
Trial Balance as at 30th September, 2012
Particulars Dr. Cr.
Material control A/c 74,900
Production overhead Alc 6,150
Administration overhead Alc 2,300
Selling and distribution overhead Alc 4,350
Work-in-progress A/c 1,42,800
Finished goods Alc 1,05,100
General ledger control Alc 3,22,300
3,28,950 3,28,950
PROBLEM NO. 5
Cost Ledger Control Alc
{(amt.in lakh)
Particulars Amt. ., Particulars Amt.
To Costing P & L Alc 450| By Ba| /d 540
To Building Const. A/c 44| By @ger Control Alc 40
To Balance c/d 483 Wes Control Alc 150
/g% orks Overhead Control Alc 160
KBy Royalty Alc 5
N By Selling, Distribution and 25
Administration Overheads A/c
» By Costing Profit & Loss Aic 57
977 977
Stores Ledger Control Alc
Particulars Amt. Particulars Amt.
To Balance b/d 80| By WIP Control Alc 20
To Cost Ledger Control Alc 40| By Works Overhead Control A/c 6
By Building Const. Alc 4
By Balance c/d 55
By Works Overhead Control A/c 5
(Loss) -
120 120
Work-in-Progress Control Alc
Particulars Amt. Particulars Amt.
To Balance b/d 20 By Finished Goods Control A/c 333
To Stores Ledger Control Alc 50 By Closing Balance 25
To Wage Control Alc 100
To Works Overhead Control A/c 183
To Royalty Alc 5
358 358
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Works Overhead Control Alc

Particulars Amt. Particulars Amt.
To Stores Ledger Control Alc 6| By Building Const. Alc 20
To Wage Control Alc 40| By WIP Control Alc 183
To Cost Ledger Control Alc 160| By Balance (Costing P & L A/c) 8
To Stores Ledger Control A/c (Loss) 5
21 211
Wages Control Alc
Particulars Amt. Particulars Amt.
To Cost Ledger Control Alc 150| By Works Overhead Control Alc 40
By Building Const. A/c 10
By WIP Control Alc 100
150 150
Royalty Alc
Particulars Amt Particulars Amt
To Cost Ledger Control Alc 5| By WIP Control Alc ]
5 5
Cost of Goods Sold Alc
Particulars Amt. A@_\Particulars Amt.
To Finished Goods Control Alc 360 [By Cod@Sales Ac 360
360 N 360
Selling, Distribution and @aﬁon Overhead Alc
Particulars L TANVA Particulars Amt.
To Cost Ledger Control Alc A \\':@ By Cost of Sales Alc 25
RNW 25 25
Finishgd goods control alc
(Rs) (Rs)
To |Balance b/d 430| By |[Costof Goods Sold A/c 360
(450 x 80/100)
To |WIP Control Alc 333| By |Balance 403
763 763
cost of sales alc
(Rs) (Rs)
To Costof Goods Sold Alc 360 By Costing P& L Alc 385
To Selling, distribution and 25
administration overhead Alc
385 385
costing p &L a/c
(Rs.) (Rs.)
To Costof Sales Alc 385 |By Cost Ledger Control Alc 450
To Works Overhead Control Alc 8
To Cost Ledger Control Alc (Profit) 57
450 450
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Building construction a/c
(Rs.) (Rs.)
To Balance b/d 10| By Cost Ledger Control A/c 44
To Stores Ledger Control Alc 4
To Wage Control Alc 10
To Works Overhead Control Alc 20 _
44 44
Trial balance
(Rs. in
lakhs)
Dr. Cr.
Stores Ledger Control Alc 55
WIP Control Alc 25
Finished Goods Control A/c 403
Cost Ledger Adjustment A/c _ 483
483 483
PROBLEM NO.1
a) Stores Ledger Contro@nt
. Amount Y . Amount
Particulars Particulars
(Rs) @ (Rs.)
To Balance b/d 2%@% Work in Progress Control Alc 30,000
Creditors/ Bank Alc K \f " Production OH Control Alc 4,000
\s> | Balance c/d 66,000
Ny
00,000 1,00,000
b) Work-in-Progress Control Account
. Amount . Amount
Particulars (Rs.) Particulars (Rs.)
To Balance b/d 20,000] By Finished Goods Control 65,000
Alc
Store Ledger Control Alc 30,000| By Balance c/d (Physical 40,000
value)
Wages Control Alc 20,000
Production Overhead Control Alc 30,000
{(150% of direct wages)
Profit & Loss Alc (Stock Gains) 5,000
1,05,000 1,05,000
c) Finished Goods Control Account
. Amount . Amount
Particulars (Rs.) Particulars (Rs.)
To Balance b/d 35,000( By Cost of Goods Alc 80,000
Work-in-Progress Control A/c 65,000( By Balance c/d 20,000
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1,00,000 1,00,000
d) Production Overhead Control Account
. Amount . Amount
Particulars (Rs.) Particulars (Rs.)
To Balance b/d (Prepaid amount) 3,000 By Work-in-Progress Control 30,000
Alc (150% of direct wages)
To Stores Ledger Control Alc 4,000

To Wages Control Alc:
Direct Workers 5,000

Indirect VWorkers 5,000 10,000
To Bank 12,000
To Profit & Loss Alc* (Over 1,000
absorption, balancing figure)
30,000 30,000
* Alternatively the over absorbed overhead may be carried forward.
e) Profit & Loss Account
Particulars A?I;OSU; t Particulars A?I;osu)n t
To Finished goods Control Alc  or By Sales Alc 1,00,000
Cost of goods sold Alc 80,000 (@
Selling & Distribution Overhead Alc 6,000|P n Overhead Control 1,000
Balance c/d 20,(@ rk-in-Progress Control Alc 5,000
L (ONSP(Stock gain)
1,06,000

Notes:
i) Materials transferred between batches N\l not affect the Control Accounts.

ii) Non-production time of direct workers is a production overhead and therefore will not be charged
to work-in-progress control Alc.

iii) Production overheads absorbed in work-in-progress Control A/c will then equal Rs. 30,000 (150%
of Rs. 20,000).

iv) In the work-in-progress Control A/c the excess physical value of stock is taken resulting in stock
gain. Stock gain is transferred to Profit & Loss Alc.

PROBLEMNO. 8
Working Notes:

i) Overhead recovery rate per direct labour hour:
Budgeted factory overheads ' Rs. 6,75,000
Budgeted direct labour hours : 4,50,000

Budgetedfactory overheads
Budgeteddirectlabourhours

Overhead recovery rate =

_ Rs.6,75,000
" 4,50,000 hours Copyrights Reserved
To MASTER MINDS, Guntur

= Rs.1.50 per direct labour

ii) Directwage rate per hour:
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Direct labour cost of WIP : Rs. 3,000(on 31st October 2012)

Direct labour hours of WIP

11,200 hours

Direct labour cost on WIP

Direct wage rate per hour

Rs.3000

~1200hours

i)

Total direct wages charged to production:

Rs.2.50

= Direct labour hours on WIP

Total direct labour hours spent on production x Direct wage rate per hour
= 28,200 hours x Rs.2.50 = Rs. 70,500

a) Material purchased during October, 2012
Particulars Amount (Rs.)
Payment made to creditors 1,05,000
Add: Closing balance in the account of creditors for purchase 15,000
1,20,000
Less: Opening balance 30,000
Material purchased 90,000
b) Cost of goods completed in October, 2012
Particulars > Amount (Rs.)
The cost of goods sold during the month N 1,985,000
Add: Closing finished goods inventory Ak\‘ 66,000
A NN 2,61,000
Less: Opening finished goods inventory {38 75,000
Cost of goods completed during the month e 1,86,000
¢) Overhead applied to production in@%r, 2012 = 28,200 hours x Rs.1.50 = Rs. 42,300
d) Balance of Work-in-progress on 31st\Qctober, 2012
Particulars Amount (Rs.)
Direct material cost 6,000
Direct labour cost 3,000
Overheads (1,200 hours x Rs.1.50) 1,800
10,800
e) Direct material consumed during October, 2012: Rs. 78,000 (Refer to following Account)

Work in progress Control Alc

Particulars Amount (Rs.) Particulars Amount (Rs.)
To Opening Balance 6,000( By Finished goods(As per 1,86,000
(b) above)
To Direct wages 70,500( By Balance of WIP(As per 10,800
[Refer to Working Note (iii)] (d) above)
To Factory Overheads [As per (c) 42,300
above]
To Balancing figure (Material 78,000
consumed)
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1,96,800

1,96,800

f) Balance of Stores Control Account on 31st October, 2012 Rs. 66,000(Refer to following Account)

Stores Control Account

Particulars Amount (Rs.) Particulars ! "('R':su)nt
To Balance 54,000 By WIP control Alc(As per (e) 78,000
above)
To Creditors A/c for materials 90,000 By balance C/d (balancing figure) 66,000
purchased(As per (a) above)
1,44,000 1,44,000

g) Over - absorbed (or) under - absorbed

showing that Rs. 2,700 is under absorbed.

Factory overhead Account

for October, 2012; balance in factory overhead below

Particulars Amount Particulars Amount
To general ledger adjustment Alc 45,000| By factory overhead applied 42,300
(total debits for oct.2012) [refer to (C) above]
By balance (under - absorbed) 2,700
45,000 45,000
PROBLEMNO.10
Statement of Profit as per fin@ records
OR %
Profit & Loss Accoun e company
(For the year end rch 31, 2014)
Particulars Ale@\ Particulars Amount
To Opening Stock: @}» By Sales 20,80,000
- Finished goods 4, 375
- Work-in-progress 32,000
To Raw Materials consumed 7,80,000| By Closing stock:
- Work-in-progress 38,667
- Finished goods 41,250
To Direct Labour 4,50,000| By Rent received 18,000
To Factory overheads 3,00,000| By Interest received 45,000
To Good will written off 1,00,000
To Administration overheads 2,95,000
To Selling &dist overheads 61,000
To Dividend paid 85,000
To Bad debts 12,000
To Profit 33,542
22,22,917 22,22,917
Statement of Profit as per costing records
(For the year ended March 31, 2014)
Amount Amount
Sales revenue (14,500 units) (A) 20,80,000
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Cost of sales:

Opening stock (875 units x Rs.104) 91,000

Add: cost of production of 14,000 units (Refer to working Notes 1 & 2) 17,92,000

Less: closing stock | R817:92000x 375unts (48,000

: g 14,000units

Production cost of goods sold (14,500 units) 18,35,000

Selling & distribution overheads (14,500 units x 4) 58,000

Costof sales: (B) 18,93,000 18,93,000
Profit: {(A) — (B)} 1,87,000

Statement of Reconciliation

{Reconciling the profit as per costing records with the profit as per financial records)

Particulars Amount Amount
Profit as per cost accounts 1,87,000
Add: administration overheads over absorbed (Rs.2,98667 - 3,667
Rs.2,95,000)
Opening stock over valued (Rs.91,000 - Rs.74,375) 16,625
Interest received 45,000
Rent received 18,000 83,292
2,70,292
Less: factory overheads under recovery (Rs.2,98,667 — Rs.2,95,000) 30,000
Selling and distribution overheads under recovery 61,000 - 3,000
Rs.58,000) N
Closing stock over valued (Rs.48,000 — Rs.41,230) \Y 6,750
Goodwill written off ~ ¢ 1,00,000
Dividend PSS 85,000
Bad debts (ﬁ\\\’/ 12,000 2,36,750
Profit as per financial accounts N2 33,542
Working notes: W
1. Number of units produced units
Sales 14,500
Add: Closing Stock 375 Copyrights Reserved
Total 14,875 To MASTER MINDS, Guntur
Less: Opening Stock 875
Number of units produced 14,000

2. Cost sheet

Particulars Amount Amount
Raw material consumed 7.,80,000
Direct labour 450,000
Prime cost 12,30,000
Factory overheads (60% of direct wages) 2,70,000
Factory cost 15,00,000
Add: opening WIP 32,000
Less: closing WIP 38,667
Factory cost of goods produced 14,93,333
Administration overheads (20% of factory cost) 2,98,667
Cost of production of 14,000 units 17,92,000
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Totalcostof production Rs.1792000

Cost of production per unit = : _ Rs128
Noof unitsproduced  14000units
PROBLEMNO.12
Costing Profit & Loss account
Particulars Amounts
Materials 23,01,000
Wages 12,05,750
Prime cost 35,06,750
Production overheads (20% of prime cost) 7,01,350
42,08,100
Less: Work-In-Progress 97,500
Manufacturing cost incurred during the period 41,10,600
Add: administrative overheads (Rs.9.75 x 31,000 units) 3,02,250
Cost of production 44 12,850
Less: Closing finished goods stock [44’12’850)(31’1(,)(?(?0} 1,42,850
Cost of goods sold 42,70,500
Add: selling & distribution overheads (Rs.13 x 30,000units) 3,90,000
Cost of sales 46 60,500
Profit (balancing figure) & 2,14,500
Sales P 48,75,000
Production over @count
Particulars Amount 8@“' Particulars Amount
To general ledger adjustment A/c 6,9 work in progress Alc 7,01,350
To overheads adjustment A/c @b
{over- absorption) N
7,01,350 7,01,350
Administrative overheads Account
Particulars Amount Particulars Amount
To general ledger adjustment A/c 3,10,375| By finished goods Alc 3,02,250
By overheads adjustment Alc 8,125
(under- absorption)
3,10,375 3,10,375
Selling & distribution overheads Account
Particulars Amount Particulars Amount
To general ledger adjustment A/c 3,68,875| By cost of sales Alc 3,90,000
To overheads adjustment A/c 21,125
{over- absorption)
3,90,000 3,90,000
Reconciliation statement
Particulars Rs. Rs.
Profit as per cost accounts 2,14,500
Add: [Production overheads (over absorption) 9,100
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Selling & distribution overheads (over absorption) 21,125
Dividend received 3,90,000
Interest on bank deposits 65,000 485,225
6,99,725
Less: |Administration overheads (under — absorption) 8,125
Preliminary expenses written off 22,750
Good will written off 45,500
Fines 3,250
Interest on mortgage 13,000
Loss on sale of machinery 16,250
Taxation 1,95,000
Write down of finished stock (Rs.1,42,350 — Rs.1,30,000) 12,350 (3,16,225)
Profit as per financial accounts 3,83,500
PROBLEM NO.13
Working Note:
Profit & Loss Account (for the year ended 31st March, 2002)
Particulars A;rl‘?o:)nt Particulars AI(TI;OSL_')nt
To Direct Material 2,00,000| By Sales {30,000 units) 10,00,000
To Direct Wages 2,50,000( By Inter, d dividends 15,000
To Factory expenses 1,50,000 N §
To Administrative expenses 45,000) < QN»>
To Selling & Dist. Expenses 30,009‘@\\"
To Net Profit 40,0000
10,1@@ 10,15,000
a) Profit as per financial books for the @ébnded 31st March, 2002 is Rs. 40,000 (Refer to above
Working note).
b) Cost Sheet
{for the year ended 31st March, 2002)
Particulars Amount Amount
(Rs.) (Rs.)
Direct material 5,00,000
Direct wages 2,50,000
Prime cost 7.,50,000
Factory expenses:
Variable (40% of Rs. 1,50,000) 60,000
Fixed (Rs. 90,000 x 50,000/60,000) 75,000 1,35,000
Works cost 8,85,000
Administrative expenses: (Rs. 45,000 x 50,000/60,000) 37,500
Cost of production 922,500
Selling & distribution expenses:
Variable (60% of Rs. 30,000) 18,000
Fixed* (Rs. 12,000 x 50,000/60,000) 10,000 28,000
Cost of Sales 950,500
Profit (Balancing figure) 49 500
Sales revenue 10,00,000
CA Inter_42e_Costing (P)_Cost Accounting Systems 14.29




Ph: 98851 25025/26

www.mastermindsindia.com

*It is assumed that the company sells what it generally produces i.e. normal production.

Statement of Reconciliation

{Reconciling profit shown by Financial and Cost Accounts)

Particulars Amount Ao
(Rs.) (Rs.)
Profit as per Cost Account 49 500
Add: Income from interest and dividends 15,000
64,500
Less: Factory expenses under-charged in Cost Accounts (Rs. 1,50,000 15.000
—Rs. 1,35,000) :
Administrative expenses under-charged in Cost Accounts (Rs. 45,000 — 7 500
Rs. 37,500) '
Selling & distribution expenses under-charged in Cost Accounts (Rs.
30,000 — Rs. 28,000) 210 24,50
Profit as per Financial Accounts 40,000
PROBLEM NO.117
Stores Leger Control Account
Amt. -~ Amt.
To Balance b/d 12,60,000 | By Waui@rogress control Alc 67,20,000
To General ledger adjustment A/c 67,20,000 | By 2x¥ad control Alc 8,40,000
To Work-in progress Control Alc 33,60,000 rhead control Alc 252,000
rtage)
P By Balance c/d 35,28,000
1,13<@‘gﬂ’ 1,13,40,000
W.I.P Control A/c
Amt. Amt.
To Balance b/d 25,20,000 | By Stores ledger control Alc 33,60,000
To Stores ledger control A/c 67,20,000 | By Costing P&L A/c (Costof 1,58,88,000
Sales) (Balancing figure)
To Direct wages Control A/c 25,20,000
To Overhead control Alc 90,08,000 | By Balance c/d 15,20,000
2,07,68,000 2,07,68,000
Costing Profit and Loss Alc
Amt. Amt.
To W.I.P Control Alc 1,58,88,000 | By General
To General ledger Adj. Alic 19,06,560 | Ledger Adj. Alc
(Profit) Cost of sales 1,58,88,000
Add 12%Profit 19,06,560( 1,77,94,560
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1,77,94,560 1,77,94,560
Financial Profit and Loss Alc
Dr. Cr.
Particulars Rs. Rs. Particulars Rs. Rs.
To Opening stock :Stores | 12,60,000 By Sales 1,77,94,560
W.IL.P 25,20,000 37,80,000| By Income from 4,00,000
investment
To Purchases 67,20,000| By Closing stock:
To Wages 29,40,000 Stores 35,28,000
To Overhead 95,50,000 WP 15,20,000 50,48,000
To Loss on sale of By loss 5,87,440
fixed assets 8,40,000
2,38,30,000 2,38,320,000
Reconciliation statement
Profit as per Cost Accounts 19,06,560
Add: Income from investments 4,00,000
~ 23,068,560
Less : Loss on sale of fixed assets RN 8,40,000
Under absorption of overheads (Refer to \Working Not@ Y 20,54,000 28,94,000
Loss as per Financial Accounts AQ\\§\" 5,87,440
9
Working Notes: %\?
Over @ontrol Account
i Amt.
To General Ledger Adj. Alc 95,50,000 | By W.LP control A/c 90,08,000
To Stores Ledger Control Alc 2,52,000| By Balance c/d (under absorption 20,54,000
of overheads)
To Stores ledger control A/c 8,40,000
To Wages control A/c Indirect
wages (Rs. 29,40,000 — 4,20,000
Rs.25,20,000)
1,10,62,000 1,10,62,000

ASSIGNMENT PROBLEMS

PROBLEM 1: The following balances were extracted from a Company ledger as on 30th June, 2018:

Particulars Debit (Rs.) [Credit (Rs.)
Raw material control a/c 2,82,450
Work-in-progress control a/c 2,38,300
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Finished stock control a/c 3,92,500
General ledger adjustment a/c 913,250
Total 9,13,250 9,13,250

The following transactions took place during the quarter ended 30" September. 2018:

Rs.
()] Factory overheads - allocated to work-in-progress 1,36,350
(ii) |Goods finished - at cost 13,76,200
(iii) | Raw materials purchased 12,43,810
(iv) |Directwages - allocated to work-in-progress 2.,56,800
(v) |Costof goods sold 14,56,500
(vi) |Raw materials - issuedto production 13,60,430
(vii) | Raw materials - credited by suppliers 27,200
(viii) [Raw materials losses - inventory audit 6,000
(ix) |Work-in-progress rejected (with no scrap value) 12,300
(x) |Customer’s returns (at cost) of finished goods 45,900

You are required to prepare:

a) Raw material control a/c Copyrights Reserved

b) Work-in-progress control a/c To MASTER MINDS, Guntur
¢) Finished stock control a/c @
d) General ledger adjustment a/c

(A) (N18 (N)-10M) (ANS.: A) 30, B) RS5.6,03,380, C) RS.3,58,100; (IV) RS.25,68,910)
PROBLEM 2: As of 31° March, 2015, the follow hces existed in a firm's cost ledger, which is
maintained separately on a double entry basis.

Particular§§> Debit (Rs.)| Credit (Rs.)
Stores Ledger Control Alc 3,20,000 -
Work-in-progress Control A/c 1,52,000 -
Finished Goods Control Alc 2,56,000 --
Manufacturing Overhead Control A/c 28,000
Cost Ledger Control Alc 7.,00,000

7,28,000 7,28,000

During the next quarter, the following items arose:

Particulars (Rs.)
Finished Product (at cost) 2,35,500
Manufacturing overhead incurred 91,000
Raw material purchased 1,36,000
Factory wages 48,000
Indirect labour 20,600
Cost of sales 1,68,000
Materials issued to production 1,26,000
Sales returned (at cost) 8,000
Materials returned to suppliers 11,000
Manufacturing overhead charged to production 86,000
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You are required to prepare the Cost Ledger Control Alc, Stores Ledger Control Alc, Work-in
progress Control Alc, Finished Stock Ledger Control Alc, Manufacturing Overhead Control Alc,
Wages Control A/c, Cost of Sales A/c and the Trial Balance at the end of the quarter as per costing
records. (B) (RTP M 18 N15) (ANS.: TRIAL BALANCE:RS. 9,87,000)
PROBLEM 3: The manufacturing cost of a work order is Rs. 1,00,000; 8% of the production against
that order spoiled and the rejection is estimated to have a realisable value of Rs. 2,000 only. The
normal rate of spoilage is 2%. Record this in the costing journal.

(C) (OLD SM) (ANS.: AMOUNT TRANSFEREDTO COSTING P&L A/C: RS. 4,500)

PROBLEM 4: Aditya Limited has separate cost and financial accounting systems.

From the cost accounts, the following information was available for the period:

(Rs.)
Cost of finished goods produced 5,12,050
Costof goods sold 4,93,460
Direct material issued 1,97,750
Direct wages 85,480
Production overhead (as per the financial accounts) 2,08,220
Direct material purchases 2,16,590

In the cost accounts, additional depreciation of Rs. 12,500 per period is charged and production
overheads are absorbed at 250% of wages.

The various account balances at the beginning of the period were:

(Rs))

Stores control 54,250
Work in progress control 89,100
Finished goods control A@ 42,075

Requirements

a) Prepare the following control accounts in st ledger, showing clearly the double entries

between the accounts and the closing bal

b) Accounts required: (i) Stores control (it

—in-progress control (iii) Finished goods control and
(iv) Production overhead control.

(B) (MTP - N15) (ANS.: b){1) 73,090 (it} 73,980 (lll) 60,665 (V) 7020)

PROBLEM &: Pass journal entries in the cost books, maintained on non-integrated system, for the

following: (B) (OLDPM)
i. Issue of materials: Direct Rs. 5,50,000; Indirect Rs. 1,50,000
ii. Allocation of wages: Direct Rs. 2,00,000; Indirect Rs. 40,000
iii. Under/Over absorbed overheads: Factory (over) Rs. 20,000,
Administration {(under) Rs. 10,000

PROBLEM 6: Journalise the following transactions assuming that cost and financial transactions are

integrated: (B) (OLD 5M, NEW SM)
Particulars (Rs.)
Raw materials purchased 2,00,000
Direct materials issued to production 1,50,000
Wages paid (30% indirect) 1,20,000
Wages charged to production 84,000
Manufacturing expenses incurred 84,000
Manufacturing overhead charged to production 92,000
Selling and distribution costs 20,000
Finished products (at cost) 2,00,000
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Sales 2,90,000
Closing stock Nil
Receipts from debtors 69,000
Payments to creditors 1,10,000

PROBLEM 7: Bangalore Petrochemicals Co. keeps books on integrated accounting system. The
following balances appear in the books as on 1st January, 2012,

Dr. (Rs.) Cr.(Rs.)

Stores control Alc 18,000
Work-in-Progress Alc 17,000
Finished goods Alc 13,000
Bank A/c 10,000
Creditors Alc 8,000
Fixed assets Alc 55,000
Debtors Alc 12,000
Share capital A/c 80,000
Depreciation provision Alc 5,000
Profit and loss Alc 32,000

1,25,000 1,25,000

Transactions for the year ended 31st Dec., 2012 were as given below:

Particulars -~ (Rs.) (Rs.)

£

Wages-direct ‘%&\’)' 87,000

-
Wages-indirect » 5,000 92,000

D

NN
Purchase of materials (on credit) RN 1,00,000
Materials issued to production ,§\\ > 1,10,000
Materials for repairs va 2,000
Goods finished during the year (at cost) Q@’ 2,15,000
Sales (credit) 3,00,000
Cost of goods sold 2,20,000
Production overhead absorbed 48,000
Production overhead incurred 40,000
Administration overhead incurred 12,000
Selling overhead incurred 14,000
Payments of creditors 1,01,000
Payments of debtors 2.,90,000
Depreciation of machinery 1,300
Prepaid rent (included in factory overheads) 300

Write up accounts in the integrated ledger and prepare a trial balance. (C) (0LD 5M, NEW SM) (ANS.:1,91,300)

PROBLEM 8: A fire destroyed some accounting records of a company. You have been able to collect
the following from the spoilt papers/records and as a result of consultation with accounting staff in
respect of January, 2013:

a) Incomplete Ledger Entries:

Raw Materials Alc

Particulars (Rs.) Particulars (Rs.)
Beginning Inventory 32,000
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Work-in-Progress Alc

Particulars (Rs.) Particulars (Rs.)
Beginning Inventory 9,200 | Finished Stock 1,51,000
Creditors Alc
Particulars {Rs.) Particulars (Rs.)
Opening Balance 16,400
Closing Balance 19,200
Manufacturing Overheads Alc
Particulars {Rs.) Particulars (Rs.)
Amount Spent 29,600
Finished Goods Alc
Particulars (Rs.) Particulars (Rs.)
Opening Inventory 24,000
Closing Inventory 30,000

b) Additional Information:

(B) (NEW SM, OLDSM)(ANS.: RAWMATERIALA/C —-BYBALA#H

i) The cash-book showed that Rs. 89,200 have been paid to creditors for raw-material.

ii) Ending inventory of work-in-progress included material Rs. 5,000 on which 300 direct labour
hours have been booked against wages and overheads.

iii) The job card showed that workers have worked for 7
labour hour.

000 hours. The wage rate is Rs. 10 per

RG/E=RS. 71,000, WIP A/C — TO RAWMATERIALS (B/F)=RS.

53,000, CREDITORS A/C—BY PURCHASES (B/F)=RS/§ ANUFACTURING OVERHEADS A/C —UNDER ABSORBED

PROBLEM 9: The financial books of a@a
March, 2014

ny reveal the following data for the year ended 31

(Rs.)

Opening Stock:

Finished goods 625 units 53,125

Work-in-process 46,000
01.04.2013 to 31.3.2014
Raw materials consumed 8,40,000
Direct Labour 6,10,000
Factory overheads 4,222,000
Administration overheads 1,988,000
dividend paid 1,22,000
Bad Debts 18,000
Selling and Distribution Overheads 72,000
Interest received 38,000
Rent received 46,000
Sales 12,615 units 22,80,000
Closing Stock: Finished goods 415 units 45,650
Work-in-process 41,200
The cost records provide as under:
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Factory overheads are absorbed at 70% of direct wages.
Administration overheads are recovered at 15% of factory cost.
Selling and distribution overheads are charged at Rs. 3 per unit sold.
Opening Stock of finished goods is valued at Rs. 120 per unit.
The company values work-in-process at factory cost for both Financial and Cost Profit Reporting.
Required:
i} Prepare statements for the year ended 31st March, 2014 show
a) The profit as per financial records.
b) The profit as per costing records.
ii) Present a statement reconciling the profit as per costing records with the profit as per Financial

Records. (C) (RTP N13) (ANS: PROFITASPERFINANCIALRECORDS — 69,720; PROAT AS PER COST RECORDS — 75,482)

PROBLEM 10: The following figures, have been extracted from the Financial Accounts of a

Manufacturing Firm for the first year of its operation:

Particulars {Rs.)

Direct Material Consumption 50,00,000
Direct Wages 30,00,000
Factory Overhead 16,00,000
Administration Overheads N 7.,00,000
Selling and Distribution Overheads AN 9,60,000
Bad Debts @y 80,000
Preliminary Expenses written off A% 40,000
Legal Charges S 10,000
Dividends Received o) 1,00,000
Interest Received on Deposits Q\W 20,000
Sales (1,20,000 units) hd 1,20,00,000
Closing Stock:

Finished Goods (4,000 units) 3,20,000
Work-in-Progress 2.,40,000

The cost accounts for the same period reveal that the direct material consumption was Rs.56,00,000.

Factory overhead is recovered at 20% on prime cost. Administration overhead is recovered at Rs. 6

per unit of production. Selling and distribution overheads are recovered at Rs.8 per unit sold.

Prepare the Profit and Loss Accounts both as per financial records and as per cost records.

Reconcile the profits as per the two records. {C) (NEW SM, OLD SM)
(ANS.: PROFIT AS PER FINANCIAL RECORDS: RS.12,90,000, PROFIT AS PER COST RECORDS:RS.5,65,160)

PROBLEM 11: The following is the summarised Trading and Profit and Loss Account of XYZ Ltd. for
the year ended 31st March 2016:

Particulars Amount (Rs.) Particulars Amount (Rs.)
Direct Material 14,16,000| Sales (30,000 units) 30,00,000
Direct wages 7,42,000( Finished stock (2,000 units) 1,67,500
Works overheads 4,26,000 | Work-in-progress.
Administration overheads 1,50,000( - Materials 34,000
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Selling and distribution overheads 1,65,000] - Wages 16,000
Net profit for the year 3,22,500( - Works overhead 4,000 54,000
32,21,500 32,21,500

The company’s cost records show that in course of manufacturing a standard unit
i) Works overheads have been charged @ 20% on prime cost,

ii) Administration overheads are related with production activities and are recovered at Rs.5 per
finished unit, and

iii) Selling and distribution overheads are recovered at Rs.6 per unit sold.
You are required to prepare:
i) Costing Profit and Loss Account indicating the net profits,

ii) A Statement showing reconciliation between profit as disclosed by the Cost Accounts and
Financial Accounts. (B) (RTP N16, RTP M19(N&0))

{ANS.: NET PROFITASPER COSTINGP&L A/C:RS. 2,92,875; NET PROFIT AS PER FINANCIAL P&L A/C: RS. 3,22,500)

PROBLEM 12: GK Ltd. showed net loss of Rs. 2,43,300 as per their financial accounts for the year
ended 31%° March, 2018. However, cost accounts disclosed net loss of Rs. 2,48,300 for the same
period. On scrutinizing both the set of books of accounts, the following information were revealed:

S. No. Particulars Amount (Rs.)
i) Works overheads over recovered . 30,400
i) Selling overheads under recovered @ 20,300
i) Administrative overheads under recovered @§ 27,700
iv) Depreciation over charged in cost accougg\\%“ 35,100
v) Bad debts w/off in financial accounts A@&év 15,000
vi)  [Preliminary Exp. w/off in financial agfosvs 5,000
vii) Interest credited during the yeaArCWncial accounts 7,500
Prepare a reconciliation statement reconc\m’losses shown by financial and cost accounts by taking
costing net loss as base. (A) (M 18(N)-10M) (ANS.: NET LOSS AS PER COST RECORDS: RS. 2,48,300)

PROBLEM 13: M/s. HK. Piano Company showed a net loss of Rs. 4,16,000 as per their financial
accounts for the year ended 31st March, 2013. The cost accounts, however, disclosed a net loss of
Rs.3,28 ,000 for the same period. The following information was revealed as a result of scrutiny of the
figures of both the sets of books:

i} Factory overheads under-recovered 6,000
ii) Administration overheads over-recovered 4,000

iii) Depreciation charged in financial accounts 1,20,000
iv) Depreciation recovered in costs 1,30,000 To MASTER MINDS, Guntur
v) Interest on investment not included in costs 20,000

vi) Ihcome-tax provided 1,20,000

vii) Transfer fees (creditin financial books) 2,000

viii) Stores adjustment (credit in financial books) 2,000

Prepare a Memorandum reconciliation account. (B} (NEW SM) (ANS.: LOSSAS PER COST RECORDS — 3,28,000)

PROBLEM 14: A manufacturing company has disclosed net loss of Rs. 48,700 as per their cost
accounting records for the year ended 31st March, 2014. However their financial accounting records
disclosed net profit of Rs. 35,400 for the same period. A scrutiny of data of both the sets of books of
accounts revealed the following information:
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Particulars Rs.

Factory overheads under absorbed 30,500
Administrative overheads over recovered 65,000
Depreciation charged in financial accounts 2,25,000
Depreciation charged in Cost Accounts 2,70,000
Income Tax Provision 52,400
Transfer fees (credited in financial books) 10,200
Obsolescence loss charged in financial accounts 20,700
Notional rent of own premises charged in costaccounts 54,000
Value of opening stock:

a) In Cost Accounts 1,38,000
b) In Financial Accounts 1,15,000
Value of closing stock:

a) In Cost Accounts 1,22,000
b) In Financial Accounts 1,12,500

Prepare a Memorandum reconciliation account.

(A) (OLDPM, M15- 5M)

(ANS.:NETLOSSASPERCOSTRECORDS -48,700) (SOLVEPROBLEVI NO 24 OF ASSIGNMENT PROBLEVIS AS REWORK)

PROBLEM 15: Following information have been extracted from the cost records of XYZ Pvt. Ltd.

(Rs.)
Stores: Opening balance /'.\@é) 1,08,000
Purchases NV 5,76,000
Transfer from WIP \" 2,88,000
lssue to WIP 0@5\“" 5,76,000
lssue for repairs w 72,000
Deficiency found in stock §@V 21,600
Work-in-progress: (Rs.)
Opening balance hd 2,16,000
Direct wages applied 2,16,000
Overheads charged 8,64,000
Closing balance 1,44,000
Finished Production: (Rs.)
Entire production is sold at a profit of 15% on cost of WIP
Wages paid 2,52,000
Overheads incurred 9,00,000

Draw the Stores Ledger Control Account, Work-in-Progress
Account and Costing Profit and Loss Account.

Control Account, Overheads Control
(B) (MTPM16, MTP M 18 (N))

(ANS.: STORESLEDGERA/C: 9,72,000; WORKIN PROGRESS CONTROL A/C: 18,72,000; OVERHEADS CONTROL A/C:10,29,600;

COSTING PROFAT & LOSS A/C: 16,56,000)

PROBLEM 16: You are given the following information of the cost department of a manufacturing

company:
Rs.

Stores:

Opening Balance 12,60,000

Purchases 67,20,000
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Transfer from work-in-progress 33,60,000
Issue to work-in-progress 67,20,000
Issue to repairs and maintenance 8,40,000
Shortage found in stock taking 252,000
Work-in-progress:
Opening Balance 25,20,000
Direct wages applied 25,20,000
Overhead applied 90,08,000
Closing Balance 15,20,000
Finished products:
Entire output is sold at a profit of 12% on actual cost from work-in-progress.
Other information:

Rs.
Wages incurred 29,40,000
Overhead incurred 95,50,000
Income from Investment 4,00,000
Loss on sale of fixed assets 8,40,000

Shortage in stock taking is treated as normal loss.
You are required to prepare:

i) Stores control account; Copyrights Reserved

ii) Work-in-progress control account;

To MASTER MINDS, Guntur

iii) Costing Profit and Loss account;
iv) Profit and Loss account and
v) Reconciliation statement

(C)m11)

(ANS.: (1) 1,13,40,000 (1l) 2,07,68,000 (I1]) ’\\.‘ $560 (1V) 2,38,30,000(V) LOSS PER FINANCIAL ACCOUNTS —5,87,440)

PROBLEM 17: The following figures have been extracted from the cost records of a manufacturing

company:
Rs.
Stores: Opening Balance 63,000
Purchases 3,36,000
Transfer from Work-in-progress 1,68,000
Issues to Work-in-progress 3,36,000
Issues to Repairs and Maintenance 42,000
Deficiencies found in Stock taking 12,600
Work-in-progress:
Opening Balance 1,26,000
Direct Wages applied 1,26,000
Overhead Applied 5,04,000
Closing Balance 84,000
Finished Products:
Entire output is sold at a Profit of 10% on actual cost from work-in-progress.
Others: Wages incurred Rs.1,47,000; Overhead incurred Rs. 5,25,000.
Income from investment Rs. 21,000; Loss on sale of Fixed Assets Rs. 42,000.
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Draw the stores control account, work-in-progress control account, costing profit and loss account,

profit and loss account and reconciliation statement

(A) (OLD PM)(ANS.: PROFITAS PER COSTINGRECORDS —84,000; LOS5 AS PER FINANCIAL RECORDS — 33,600)

ADDITIONAL PROBLEMS FOR STUDENTS SELF PRAGTIGE

PROBLEM 1: The following information have been extracted from the cost records of JKL

Manufacturing Company Ltd:

Particulars Ar('réosu)n .
Stores:
Opening Balance 90,000
Purchases 4,80,000
Transfer from WIP 2.,40,000
Issue to WIP 4,80,000
Issue for repairs 60,000
Deficiency found in stock 18,000
Work-in-Progress:
Opening Balance 1,80,000
Direct wages applied 1,80,000
Overhead charged (@ 7,20,000
Closing Balance Y 1,20,000
Finished Production: Wv
Entire production is sold at a profit of 10% on cosy\@%rk-in progress -
Wages Paid Ny 2,10,000
Overhead Incurred &\V' 7.50,000

Prepare Stores Ledger Control Alc.,
Costing Profit & Loss Alc.

-Progress Control A/c., Overheads Control A/c. and
) (M 17-81) (ANS.: NET PROFIT AS PER COSTING P&L A/C: RS.1,20,000)

PROBLEM 2: As of 31st March, 2014, the following balances existed in a firm’s cost ledger, which is

maintained separately on a double entry basis:

Particulars Debit (Rs.) | Credit (Rs.)
Stores Ledger Control Alc 3,00,000 --
Work-in-progress Control Alc 1,50,000 --
Finished Goods Control Alc 2.50,000 --
Manufacturing Overhead Control A/c -- 15,000
Cost Ledger Control Alc -- 6,85,000

7,00,000 7,00,000
During the next quarter, the following items arose:
Particulars (Rs.)

Finished Product (at cost) 2,25,000
Manufacturing overhead incurred 85,000
Raw material purchased 1,25,000
Factory wages 40,000
Indirect labour 20,000
Cost of sales 1,75,000
Materials issued to production 1,35,000
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Sales returned (at cost) 9,000
Materials returned to suppliers 13,000
Manufacturing overhead charged to production 85,000

You are required to prepare the Cost Ledger Control Alc, Stores Ledger Control Alc, Work-in
progress Control Alc, Finished Stock Ledger Control A/c, Manufacturing Overhead Control Alc,
Wages Control A/c, Cost of Sales A/c and the Trial Balance at the end of the quarter

(A) (OLD PM)(ANS.: TOTAL OF TRIAL BALANCE:RS. 9,42,000)

PROBLEM 3: From the following details show the necessary accounts in the Cost Ledger.

Particulars Materials Wik F.G.

Opening Balance 8,000 5,000 10,000
Closing Balance 11,000 9 000 12,000
Transactions during the period:

Materials purchased 25,000
Wages paid (including Rs. 2,000 indirect) 10,000
Overheads incurred 8,000
Overheads absorbed 9,000
Sales 50,000

(B) (NEW SM, OLD SM)(ANS. : PROFIT =RS. 16,000)

PROBLEM 4: The following information has been extracted from the cost records of a manufacturing

company:
Particulars ( (Rs.)

Stores & 9,000
Opening balance A@

Purchases @@v 48,000
Transfer from WIP £ 24,000
Issue to work-in-progress A Y 48,000
lssue for repairs @V 6,000
Deficiency found in stock 1,800
Work-in-Progress:

Opening balance 18,000
Direct Wages applied 18,000
Overhead charged 72,000
Closing balance 12,000
Finished Production:

Entire production is sold at a profit of 10% on cost from work-in-progress

Wages paid. 21,000
Overhead incurred 75,000

Draw the Stores Leger Control Alc, Work-in-Progress Control A/c, Overheads Control A/c and
Costing Profit and Loss A/c. (A) (OLDPM) (N 11,M 17) (ANS.: PROAT =12,000)

PROBLEM &5: BPR Limited keeps books on integrated accounting system. The following balances
appear in the books as on April 1, 2013.

Dr. (Rs.) Cr.(Rs.)
Stores Control Alc 40,950 -
Work-in-progress Alc 38,675 -
Finished Goods Alc 52,325 -
14.41
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Bank Alc - 22,750
Trade Payables Alc - 18,200
Non-Current Assets Alc 1,47.875 -
Trade Receivables Alc 27,300 -
Share Capital A/c - 1,82,000
Provision for Depreciation A'c - 11,375
Provision for Doubtful Debts Alc - 3,725
Factory Overheads Outstanding A/c - 6,250
Pre-Paid Administration Overheads Alc 9975 -
Profit & Loss Alc* - 72,800
(*Reserve & Surplus) 3,17,100 3,17,100
The transactions for the year ended March 31, 2014, were as given below:
(Rs.) (Rs.)

Direct Wages 1,897,925 -
Indirect Wages 11,375 2.,09,300
Purchase of materials {on credit) 2,27,500
Materials issued to production 2,50,250
Material issued for repairs 4,550
Goods finished during the year (at cost) N 4,89,125
Credit Sales Q¥ 6,82,500
Cost of Goods sold %\wy 5,00,500
Production overheads absorbed L 1,09,200
Production overheads paid during the year A\z?,\)?’ 91,000
Production overheads outstanding at the en(d\ AT 7,775
Administration overheads paid during th%@ 27,300
Selling overheads incurred 31,850
Payment to Trade Payables 229775
Payment received from Trade Receivables 6,59 750
Depreciation of Machinery 14,789
Administration overheads outstanding at the end of year 2,225
Provision for doubtful debts at the end of the year 4,590

Required: Write up accounts in the integrated ledger of BPR Limited and prepare a Trial balance.
(C) (OLD PM)(ANS.:4,46,725

PROBLEM 6: The financial books of a company reveal the following data for the year ended 31°

March, 20X8:

Opening Stock: (Rs.)
Finished goods 625 units 53,125
Work-in-process 46,000

01.04.20X7 to 31.03.20X8:

Raw materials consumed 8,40,000
Direct Labour 6,10,000
Factory overheads 4,22,000
Administration overheads (Production related) 1,98,000
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Dividend paid 1,22,000
Bad Debts 18,000
Selling and Distribution Overheads 72,000
Interest received 38,000
Rent received 46,000
Sales 12,615 units 22,80,000
Closing Stock: Finished goods 415 units 45,650
Work-in-process 41,200

The costrecords provide as under:
a) Factory overheads are absorbed at 70% of direct wages.
b) Administration overheads are recovered at 15% of factory cost.
¢) Selling and distribution overheads are charged at Rs. 3 per unit sold.
d) Opening Stock of finished goods is valued at Rs. 120 per unit.
e) The company values work-in-process at factory cost for both Financial and Cost Profit Reporting.
Required:
i) Prepare a statement for the year ended 31 March, 20X8. Show
s The profit as per financial records
s  The profit as per costing records.
ii) Prepare a statement reconciling the profit as per costing records with the profit as per Financial

Records. B) (RTP N18(N), SIMILAR: RTP M15, RTP N17)
(ANS.: PROFIT AS PER FINANCIAL RECORDS; 25; PROAT AS PER COST RECORDS: RS.76,177)
PROBLEM 7: The following information is available f ompany's records for March, 2016:

b) Closing Balance of Creditors Account Rs. @t
c¢) Payment made to Creditors Rs. 5,80,
d) Opening Balance of Stores Ledger Control Account Rs. 40,000

e) Closing Balance of Stores Ledger Control Account Rs. 65,000

f) Wages paid (for 8000 hours) 20% relate to indirect workers Rs. 4,00,000
g) Various indirect expenses incurred Rs. 60,000

h) Opening balance of WIP control account Rs. 50,000

i) Inventory of WIP at the end of the month includes material worth Rs. 35,000 on which 400 labour
hours have been booked.

j) Factory overhead is charged to production at budgeted rate based on direct labour hours.
k) Budgeted overhead costis Rs. 20,80,000 for budgeted direct labour hours 1,04,000.

You are required to prepare Creditors Alc, Stores Ledger Control A/c, WIP Control Alc, Wages
Control A/c and Factory Overhead Control A/c. (B) (M 16)

(ANS.: PURCHASEOF RAWMATERAL :RS. 5,95,000; CLOSING WIP: RS.63,000; FACTORY OVERHEADS RECOVERED: RS. 1,28,000)

PROBLEM 8: The following is the Trading and Profit & Loss Account of ABC Limited:

. Amount . Amount
Particulars (Rs.) Particulars (Rs.)
To Materials 28,06,000( By Sales (30,000 units) 68,75,000
To Direct wages 18,05,750| By Finished goods stock (1,000 1,30,000
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units)
To Production Overheads 9,92 250( By Work-in-progress:
To Administration Overheads 5,10,375| Materials 55,250
To Selling and Distribution Overheads 3,68,875|Wages 26,000
To Preliminary Expenses written off 22, 750( Production Overheads 97,500
16,250
To Goodwill written off 45 500
To Fines 7,250( By Dividends received 4,90,000
To Interest on term loan 13,000( By Interest from bank deposits 95,000
To Loss on Sale of machine 16,250
To Tax 1,85,000
To Net Profit for the year 9,04,500
76,87,500 76,87,500

ABC Limited manufactures a standard unit.

The Cost Accounting records of ABC Ltd. show the following:

i} Production overheads have been charged to work-in-progress at 20% on Prime cost.

ii) Administration Overheads have been recovered at Rs.15.75 per finished Unit.

iii) Selling & distribution Overheads have been recovered at Rs. 13 per Unit sold.

iv) The Under- or Over-absorption of Overheads have not

%dicating net profit.

Required:
a)

b)
Distribution Overheads.

c)
Financial accounts.

Prepare a proforma Costing Profit & Loss state

Prepare Control accounts for Production

ansferred to costing P/L Alc.

ads, Administration Overheads and Selling &

Prepare a statement reconciling th@ disclosed by the Cost records with that shown in
(ANRTP M17) (ANS.: NET PROFIT AS PER COSTINGRECORDS: RS. 7,51,274)

PROBLEM 9: The Trading and Profit and Loss Account of a company for the year ended 31-03-2016

is as under:
Trading and Profit and Loss Account

Particulars Amount (Rs.) Particulars Amount (Rs.)
To Materials 26,80,000| By Sales (50,000 units) 62,00,000
To Wages 17,80,000| By Closing Stock (2,000 units) 1,50,000
To Factory Expenses 9,50,000| By Dividend received 20,000
To Administrative Expenses 4,80,200
To Selling Expenses 2.50,000
To Preliminary Expenses written off 50,000
To Net Profit 1,79,800

63,70,000 63,70,000

In the Cost Accounts:
a) Factory expenses have been allocated to production at 20% of Prime Cost.
b) Administrative expenses absorbed at 10% of factory cost.
c) Selling expenses charged at Rs. 10 per unit sold.
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Prepare the Costing Profit and Loss Account of the company and reconcile the Profit/Loss with the
profit as shown in the Financial Accounts. {A) (N 16)

(ANS.: NET PROFIT ASPERCOSTINGP&L A/C:RS. 39,231; NET PROFIT AS PER FINANCIAL P&L A/C: RS. 1,79,800)

PROBLEM 10: ABC Ltd. has furnished the following information from the financial books for the year
enhded 31st March, 2007:

Profit & Loss Account

Particulars {Rs.) Particulars (Rs.)

To Opening stock (500 units at Rs. By Sales (10,250 units) 28,70,000
140 each) 70,000 By Closing stock (250 units at Rs. 200
To Material consumed 10,40,000| each) 50,000
To Wages 6,00,000
To Gross profit ¢/d 12,10,000

29,20,000 29,20,000
To Factory overheads 3,79,000| By Gross profit b/d 12,10,000
To Administration overheads 4,24,000| By Interest 1,000
To Selling expenses 2,20,000| By Rent received 40,000
To Bad debts 16,000
To Preliminary expenses 20,000
To Net profit 1,892,000

12,51,000 = 12,51,000

The cost sheet shows the cost of materials at Rs. 104 p
The factory overheads are absorbed at 60% of labour
factory cost. Selling expenses are charged at Rs. 24

nd the labour cost at Rs. 60 per unit.
d administration overheads at 20% of
it. The opening stock of finished goods is

PROBLEM 11: A manufacturing company has disclosed a net loss of Rs. 2,13,000 as per their cost
accounting records for the year ended March 31, 2014. However, their financial accounting records
disclosed a net loss of Rs. 2,58,000 for the same period. A scrutiny of data of both the sets of books
of accounts revealed the following information:

i} Factory overheads under-recovered 5,000
ii) Administration overheads over-recovered 3,000

iii) Depreciation charged in financial accounts 70,000 Copyrights Reserved
iv) Depreciation recovered in costs 80,000 To MASTER MINDS Guntur

v) Interest on investment not included in costs 20,000
vi) Income-tax provided 65,000

vii) Transfer fees (credit in financial books) 2,000

viii) Preliminary expenses written off 3,000

ix) Over-valuation of closing stock of finished goods in cost accounts 7,000

Prepare a Memorandum reconciliation account {A) (OLD PM)(ANS.: LOSSAS PER COST RECORDS —2,13,000)

PROBLEM 12: Following information have been extracted from the cost records of XYZ Pwvt. Ltd
Stores:

(Rs.)
Opening balance 54,000
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Purchases 2.,88,000
Transfer from WIP 1,44,000
Issue to WIP 2.,88,000
Issue for repairs 36,000
Deficiency found in stock 10,800
Work-in-progress: (Rs.)
Opening balance 1,08,000
Direct wages applied 1,08,000
Overheads charged 4,32,000
Closing balance 72,000
Finished Production: (Rs.)
Entire production is sold at a profit of 15% on cost of WIP

Wages paid 1,26,000
Overheads incurred 450,000

Draw the Stores Ledger Control Account, Work-in-Progress
Account and Costing Profit and Loss Account.

Control Account, Overheads Control

(A} (OLD PM, N14 - 8M ) (ANS.: PROAT = 1,08,000)

PROBLEM 13: The following figures have been extracted fromthe cost records of a manufacturing unit:

Particulars (Rs.)
Stores: Opening balance 15,000
Purchases of material i~ 80,000
Transfer from work-in-progress SN 40,000
lssues to work-in-progress D 80,000
Issues to repair and maintenance RN > 10,000
Sold as special case of cost ASY 5,000
Shortage in the year ,§\\ > 3,000
Work-in-progress: Opening balance RO ~ 30,000
Direct wages applied &\VW 30,000
Overheads applied ~ 1,20,000
Closing balance of W.I.P. 20,000

Finish products: Entire output is sold at a profit of 10% on actual cost from work-in-progress.

Wages incurred Rs. 35,000, overhead incurred Rs. 1,25,000.

Ascertain the profit or loss as per financial account and cost accounts and reconcile them.

(B) (OLD 5M, NEW SM)(ANS.: PROATAS PER COSTINGRECORDS — 20,

000; LOSS5 AS PER FINANCIAL RECORDS — 3000)

PROBLEM 14: The following figures have been extracted fromthe cost records of a manufacturing unit:
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Particulars (Rs.)
Stores: Opening balance 32,000
Purchases of material 1,58,000
Transfer from work-in-progress 80,000
Issues to work-in-progress 1,60,000
Issues to repair and maintenance 20,000
Deficiencies found in stock taking 6,000
Work-in-progress: Opening balance 60,000
Direct wages applied 65,000
Overheads applied 2,40,000
Closing balance of W.I.P. 45,000
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Finish products: Entire output is sold at a profit of 10% on actual cost from work-in-progress.

Wages incurred Rs. 70,000, overhead incurred Rs. 2,50,000.

Items not included in cost records: Income from investment Rs. 10,000, Loss on sale of capital
assets Rs. 20,000.

Draw up Store Control account, Work-in-progress Control account, Costing Profit and Loss account,
Profit and Loss account and Reconciliation statement.
(A) (OLDPM)(ANS.: PROFIT AS PER FINANCIAL RECORDS — 16,000 (LOSS); PROAT ASPER COST RECORDS — 6,000L0SS)

PROBLEM 15: As on 31st March, 2013, the following balances existed in a firm’s Cost Ledger:
Dr. (Rs.) Cr.(Rs.)

Stores Ledger Control Alc 3,01,435
Work-in-Progress Control Alc 1,22,365
Finished Stock Ledger Control A/c 2,51,945
Manufacturing Overhead Control Alc 10,525
Cost Ledger Control A/c 6,65,220

6,795,745 6,75,745

During the next three months the following items arose:

Rs.
Finished product (at cost) 2,10,835
Manufacturing overhead incurred 91,510
Raw materials purchased 1,23,000
Factory Wages @~ 50,530
Indirect Labour 4 21,665
Cost of Sales AN 1,85,890
Material issued to production -~ 1,27.315
Sales returned at Cost X 5,380
Material returned to suppliers N 2,900
Manufacturing overhead charged to produ&f@{@ 77,200

You are required to pass the Journal Entrmme up the accounts and schedule the balances.
(A) (NEW SM, OLD SM)(ANS.: TRIAL BALANCE —9,49,025)

PROBLEM 16: The net profit of a company amounted to Rs.60,412 for the year ending 31°
December, 2002, as per its financial records. The cost records, however, revealed a different figure.
A scrutiny of the two sets of accounts disclosed the following facts:

a) Works overhead recovered in Cost Accounts during the period amounted to Rs. 28,450 while the
actual amount of these expenses was Rs. 21,390 only.

b) Actual office expenses for the period were Rs. 19,850, whereas the office overhead recovered in
Cost Accounts amounted to Rs. 14,500.

¢) The annual rental value of premises owned by the company, amounting to Rs. 10,800 was
charged in Cost Accounts but not in financial Accounts.

d) Selling & Distribution expenses for the period amounting to Rs. 16,490 were excluded from
costing records.

e) Excess depreciation charged in Cost Accounts Rs. 2,400.
f) Expenses not included in Cost accounts and shown in Financial Accounts:

Interest of Bank Loan 1,600
Bank charges 160
Director's fees 750
Penalty for late completion of contract 2,500

g) Gains during the year not included in Cost Accounts:
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Transfer fees 45
Profit on sale of investment 4250
Interest on investments 9450

h) The following appropriations had been made before arriving at the profit figure of Rs. 60,412:

Transfer to Dividend Equalisation Fund 10500
Transfer to Income Tax Reserve 6400
Transfer to Debenture Redemption Fund 2000

i) Rs. 10,000 given as donation to the P.M.'s Relief Fund has been chargedto P & L Alc.

Prepare a Reconciliation statement and find the amount of net Profit/loss as per the costing records.
(A) (ANS.: PROFITASPER COSTING BOOKS 89,157)

PROBLEM 17: A manufacturing company disclosed a net loss of Rs.3,47,000 as per their cost
accounts for the year ended March 31,2003. The financial accounts however disclosed a net loss of
Rs.5,10,000 for the period. The following information was revealed as a result of scrutiny of the
figures of both the sets of accounts.

Particulars Rs.

Factory Overheads under-adsorbed 40,000
Administration Overheads over-absorbed 60,000
Depreciation charged in Financial Accounts 3,25,000
Depreciation charged in Cost Accounts 2,75,000
Interest on investments not included in Cost Accounts (@ 96,000
Income-tax provided h&%\'@) 54,000
Interest on loan funds in Financial Accounts ¢ \@V 2,45,000
Transfer fees (credit in financial books) N 24,000
Stores adjustment (credit in financial books) A(&;% 14,000
Dividend received @'\%\? 32,000
Prepare a memorandum Reconciliation A@y

(B) (OLD PM, M14-5M, MTP1 M 19 (NE | SIMILAR: RTP M16)(ANS: FINANCIAL BOOKS — NET LOSS:5,10,000)

PROBLEM 18: The Profit as per cost accounts of Venkatesh Pvt. Ltd., for the quarter ended
30”‘June, 2014 is Rs. 3,65,200. The following information is extracted from the books of Venkatesh
Pvt. Ltd., for the quarter ended 30th June, 2014:

Stocks As per Cost Accounts (Rs.) | As per Financial Accounts (Rs.)

Opening stocks:

Raw Material 52,800 55,600

Work in Progress 21,200 22,300

Closing stocks:

Raw Material 56,000 54,200

Work in Progress 18,600 17,500

Finished Goods 18,000 16,000

Director's fees Rs. 52,000, Interest expenses Rs. 9,600, Provision for doubtful debts Rs. 1,300 and
dividend received Rs. 3,800 have been considered in the financial accounts only.

Notional rent of Rs. 7,200 was charged only in the cost accounts.
i) Research expenses written-off of Rs. 13,600 has not been charged in the cost accounts.

ii) Other overheads for the quarter as per the financial accounts were Rs.1,28,000 and as per the
cost accounts, it was Rs. 1,30,400.

You are required to prepare, a statement showing profit/ loss as per financial accounts.  (B)(MTPN14)
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(ANS.:PROFIT ASPERFINANCIAL RECORDS: RS. 2,93,300)

Copyrights Reserved
To MASTER MINDS, Guntur

THEEND
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