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The following information are avaiiable : Rs.(in lakhs)
Materials in hand (March 3 1, 2003) 6.60
Waork certified (of which Rs.324 lakhs have been paid)

' - at March 31, 2005 400.00
Work not yet certified at March 3 1, 2005 at cost 7.50
As per management estimates, the following further expenditure will be incurred to
complete the work ; Rs.(in lakhs)
Materials - _ 10.50
Labour - 16.00
Sub-contractors : - 20.00
Equipments hire charges and other charges - 3.00
Establishment charges - 6.90

You are required to prepare contract account after considering a reasonable margin of
profit. Make a provision for contingencies amounting to 5% of total costs.

Iv, A (i) Define standard costing, Explain the advantages and limitations of standard

costing, _

(ii) Discuss the utility of variance analysis in cost control. What are the major causes for
efficiency, volume, capactty and calendar variance?

(1ii) What are the various circumstances under which material price and materia usage
variances are likely to arise?

OR
B. M/s. X Ltd. Manufactures and markets a single product. The following information is
available :
Rs.per unit

Materjals - 8.00

Conversion costs (variable) - 6.00

Dealers margin - 2.00

Selling price - 20.00

Fixed cost - Rs.2,50,000

Present sales - 80,000 units

Capacity utilization - 60%

There is acute competition, Extra efforts are necessary to sell, Suggestions have been
made for increasing sales -

(i) By reducing sales price by 5%

(ii) By increasing dealers margin by 25% over the existing rate

Which of the two suggestions you would recomnmend if the company desires to maintain the
profit? Give reasons.

V. A. (i) What do you mean by cost audit? Distinguish between cost audit and financial audit,
(iii) What are “budget’ and ‘budgetary control’? Discuss various advantages of
budgetary control.
. OR
B.  From the following budgeted figures a cash budget in respect of three months to June 30
Months Sales Materials Wages Overheads
Jan 60,000 40,000 i1,000 6,200
Feb 36,000 48,000 11,600 6,600
Mar 64,000 50,000 12,000 6,800
April 80,000 56,000 12,400 7,200
May 84,000 62,000 13,000 8,600
June 76,000 50,000 14,000 8,000
Expected cash balance on Arll Ist Rs.20,000. Other information :
(i) Materials and overheads are to paid during the month following the month of supply
(ii) Wages are 10 be paid during the month in which they are increased,
(iii} Terms of sales : The terms of credit sales are payment by the end of the month

following the month of sales: Half of the sales are paid when due, the other halfto be
paid during the next month : 5% sales commission is to be paid within the month
following actual sales

(iv) Preference dividend for Rs.30,000 is to be paid on May Ist.

(v} Share call money for Rs.25,000 is due on Ist April and Ist June,

(vi) Plant and machinery worth Rs.10,000 is to be installed in the month of January and the

payment is to be made in the month of June,
ko



