ALLAMA IQBAL OPEN UNIVERSITY, ISLAMABAD
(Department of Commerce)
COST ACCOUNTING (462)

CHECK LIST

SEMESTER: SPRING, 2011

This packet comprises of the following material:-

1.
Text book (One)

2.
Assignment No. 1 & 2

3.
Assignment forms (Two sets)

4.
Schedule for submitting the assignments and tutorial meetings.

If you find anything missing in this packet, please contact at the address given below:

Director

Admission & Mailing

Allama Iqbal Open University

H-8, Islamabad

Phone: 051-9057611-12
Dr. S M Aamir Shah
Course Coordinator
ALLAMA IQBAL OPEN UNIVERSITY, ISLAMABAD
(Department of Commerce)

WARNING

1. PLAGIARISM OR HIRING OF GHOST WRITER(S) FOR SOLVING THE ASSIGNMENT(S) WILL DEBAR THE STUDENT FROM AWARD OF DEGREE/CERTIFICATE, IF FOUND AT ANY STAGE.

2. SUBMITTING ASSIGNMENTS BORROWED OR STOLEN FROM OTHER(S) AS ONE’S OWN WILL BE PENALIZED AS DEFINED IN “AIOU PLAGIARISM POLICY”.
Course: Cost Accounting (462)
Semester: Spring, 2011
Level: B.com/B.A
Total Marks: 100


Pass Marks: 40
ASSIGNMENT No. 1

(Units 1–5)
Q.1
Enumerate the five parts of the cost of goods sold section of the income statement of a manufacturing business.
(20)
Q.2
a)
Ahmed Bros. has been buying a given item in lots of 900 units which is three month’s supply. The cost per unit is Rs. 12 order cost is Rs. 16 per order and carrying cost is 25%.
(10)



Required. How much Ahmed Bros. can save per year by buying in most economical lot quantities?


b)
Briefly discuss the cost flow assumptions.
(10)

Q.3
A company that uses a perpetual inventory system had the following transactions during June.
(20)

	June 1.
2.

7.

11.

14.

17.

21.

24.

26.

29.
	Beginning balance 200 units @ Rs.3.00 per unit
Purchased 500 units @ Rs.3.20 per unit

Issued 400 units
Purchased 300 units @ Rs.3.30 per unit

Issued 400 units

Purchased 400 units @ Rs.3.30 per unit

Issued 200 units

Purchased 300 units @ Rs.3.40 per unit

Purchased 400 units @ Rs.3.50 per unit

Issued 600 units.



You are required to prepare the perpetual inventory card using following cost flow assumption:

1. LIFO

2. FIFO

3. Average

Q.4
Normal operating capacity of Warren Inc. is 150,000 machine hours per month, the level used to compute the predetermined factory overhead application rate. At this level of activity, fixed factory overhead is estimated to be Rs.300,000 and variable factory overhead is estimated to be Rs.150,000. During March, actual production required 140,000 machine hours, and actual factory overhead totaled Rs.435,000.
(20)

1.
Determine the fixed portion of F.O.H application rate.

2.
Determine the variable portion of F.O.H. application rate.


3.
How much the F.O.H. for March is over or under applied.


4.
How much is the spending variance.


5.
How much is the idle capacity variance.

Q.5
M. Incorporation produces a product, which requires process in three departments. In the third department, materials are added, doubling the number of units. The following data pertain to the operations of department 3 for March.
(20)

	Units received from department 2
Units transferred to finished goods storeroom

The balance of the units are still in process-100% as to materials, 50% complete as to labour and overhead.

Cost transferred from department

Cost added by the department:


Materials


Labour


Factory overhead
	Rs. 8,800

Rs. 9,000

Rs. 7,200
	20,000
32,000

30,000

Rs. 25,000





There was no beginning work in process inventory.


You are required to prepare the cost of production report for Department 3 for March.

ASSIGNMENT No. 2
(Units 6–9)
Total Marks: 100
Pass Marks: 40
Q.1
ABC Co collects its cost data by the job order cost accumulation procedure.
(20)

For Job 909, the following data are available:



Direct materials:


9/14
issued
Rs. 600



9/20
issued

331


9/22
issued

200



Direct Labor:


Week of September 20

90 hrs.@ Rs.6.20/hr



Week of September 26

70 hrs.@
7.30/hr


Factory overhead is applied at the rate of Rs.5 per direct labor hour


Required: Prepare the job order cost sheet.

Q.2
Define budget. Briefly discuss the various budgets prepared in manufacturing 
firms.





(20)
Q.3
The following data pertain to the first week of operations during the month of June:


Materials:
Actual purchases
1500 units at Rs.3.80 per unit




Actual usage
1350 units




Standard usage
1020 units at Rs.4.00 per unit


Director Labor
Actual hours
310 units at Rs.12.10 per hour



Standard hours
340 hours at Rs.12.00 per hour


Required: Compute the following variance indicating whether the variances or favorable for unfavorable:

1. Materials purchase price variance, rice usage variance and quantity variance.

2. Labor rate efficiency variance.

Q.4
A company produces only one product. Normal capacity is 20000 units per year and the unit sales price is Rs.5. Relevant costs are:

(20)



Unit Variable Cost
Total Fixed Cost

Materials
Rs.
1.00


Direct labor

1.20


Factory Overhead

0.50

Rs.
 15000


Marketing expenses

0.30


5000


Administrative expenses




6000


Required: Compute (2) breakeven point in units of product (2) breakeven point in sales (3) the number of units of product that must be produced and sold to achieve a profit of Rs.10000 and (4) the sales revenue required to achieve a profit of Rs.10000.

Q.5
Elaborate and contrast the following costing methods.



(20)


1.
Absorption costing


2.
Variable costing
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