
Cost and Management Accounting
June 2024 Examination



1. The following figures have been extracted from the books of Max Ltd. for the year ending
31st March, 2024.
	Direct materials
	1,75,000

	Direct wages
	1,87,500

	Indirect wages
	25,000

	Other direct expenses
	37,500

	Factory rent and rates
	1250

	Office rent and  rates
	1250

	Indirect materials
	1250

	Depreciation of plant
	3,750

	Depreciation of office furniture
	250

	Managing Director’s remuneration
	30,000

	General factory expenses
	14,250

	General office expenses
	2,500

	General selling expenses
	2,500

	Travelling expenses
	2,750

	Office salaries
	11,250

	Carriage outward
	2,500

	Advertisements
	5,000

	Sales
	6,25,000



From the above figures, calculate the following: (a) Prime cost
(b) Works cost
(c) Cost of production
 (d) Cost of sales
(e) Net profit
Ans 1.
Introduction:
Cost accounting is a vital aspect of managerial accounting that involves the identification, measurement, analysis, and interpretation of costs. It helps in the ascertainment of cost of a product or service by determining the expenses incurred for production. In this context, understanding the various cost components and their calculation methods is crucial for effective cost management and decision-making. This analysis of Max Ltd.'s costs for the year ending 31st March, 2024, provides a practical 
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2. Using “Weighed Average” method of valuing the issues of material, you are required to prepare the Stock Ledger for the month of September 2024:
	Sept. 1
	Opening Stock 6,000 units @ Rs. 5 each

	Sept. 3
	Issued 4,500 units to Production.

	Sept. 4
	Received 13,500 units @ Rs. 6.00 each.

	Sept. 8
	Issued 4,800 units to Production

	Sept. 9
	Returned to stores 300 units by Production Department (from the issues of December 3)

	Sept. 16
	Received 7,200 units @ Rs. 6.50 each.

	Sept. 19
	Returned to the supplier 600 unit out of the quantity received on
December, 4

	Sept. 20
	Received 3,000 units @ Rs. 7.00 each.

	Sept. 24
	Issued to Production 6,300 units.

	Sept. 27
	Received 3,600 units @ Rs. 7.50 each

	Sept. 29
	Issued to Production 8,400 units (use rates upto two decimal places).



(10 Marks)
Ans 2.
Introduction:
Stock ledger maintenance is crucial for tracking the movement of inventory and ensuring accurate valuation of stock. The "Weighted Average" method is a widely used technique for valuing the issues of material, especially in situations where inventory turnover is frequent. This method calculates the average cost of inventory based on the units available for sale and the total cost of those units. Using this method, we can determine the value of inventory on hand and the cost of goods sold. Let's apply the Weighted Average method to prepare the Stock Ledger for the month of September 2024 for the 


3a. In process A, 2000 units of raw materials were introduced at a cost of Rs. 30,000. Direct wages amounted to Rs. 15,000 and manufacturing overheads to Rs. 10,000. 10% of the units introduced are normally lost during manufacture and these are sold @ Rs. 5 per unit. The actual output of the process was 1880 units. Prepare Process A Account and Abnormal Gain Account.      (5 Marks)
Ans 3a.
Introduction: Process costing is a method used to determine the cost of producing a product in a continuous production process. It is especially useful in industries where products pass through multiple processes before they are completed. In this case, we are specifically looking at Process A, where 2000 units of raw materials were introduced at a cost of Rs. 30,000, and we need to account for the 

