

Cost and Management Accounting

September 2024 Examination

1. Pass journal entries from the following information making use of the relevant control accounts:
	Particulars
	Amount

	Finished goods (at cost)
	12,79,810

	Manufacturing overhead incurred
	5,70,640

	Raw material purchased
	7,91,000

	Factory wages
	3,04,640

	Indirect labour
	1,65,235

	Cost of sales
	12,17,860

	Material issued to production
	8,78,626

	Sales returned at cost
	33,250

	Material returned to suppliers
	20,510

	Manufacturing overhead charged to production
	4,70,470


 (10 Marks)

Ans 1.

Introduction

Cost and Management Accounting is a vital aspect of financial management, especially in manufacturing organizations. It involves recording, classifying, and analyzing costs associated with production to facilitate effective decision-making. The primary goal is to ascertain the cost of production, control expenses, and provide a foundation for strategic planning. In this examination, we are tasked with preparing journal entries using relevant control accounts based on given transactions. This process not only ensures accurate financial reporting but also aids in cost control and optimization. The use of 
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2. From the following data of two different vehicles A & B, compute the cost per running mile:

	
	Vehicle A
	Vehicle B

	Km run (annual)
	15000
	6000

	Cost of vehicle
	Rs.25000
	Rs.15000

	Road license (annual)
	Rs.750
	Rs.750

	Insurance (annual)
	Rs.700
	Rs.400

	Garage rent (annual)
	Rs.600
	Rs.500

	Supervision & Salaries
	Rs.1200
	Rs.1200

	Driver’s wages per hour
	Rs. 3
	Rs. 3

	Cost of fuel per lit.
	Rs. 3
	Rs. 3

	Km run per lit.
	15 km
	10 km

	Repair & Maintenance  per km
	Rs. 1.65
	Rs. 2.00

	Tyers allocation per km
	Rs. 0.50
	Rs. 0.60

	Estimated life of vehicles
	2,00,000 km
	1,40,000 km


Charge interest at 5% per annum on the cost of vehicles. The vehicles run 30 km per hour on an average.     (10 Marks)

Ans 2.

Introduction

In the realm of cost accounting, determining the cost per running mile for vehicles is crucial for businesses that rely heavily on transportation. This metric helps in understanding the operational efficiency and aids in budgeting, pricing, and cost control. Various factors contribute to the overall running costs of a vehicle, including fixed costs (such as depreciation, insurance, and road licenses) and variable costs (such as fuel, maintenance, and repairs). In this analysis, we will compute the cost per running mile for two different vehicles, A and B, using provided data. By doing so, we can compare their 
3a. Ashoka transport service company is running 8 buses between 4 cities which are 100 km apart. The seating capacity of each bus is 60 passengers while the actual occupancy rate is 75% of the seating capacity. All the 8 buses run on all 31 days of a month. Each bus makes one round trip per day. Basis the above information, you are required to calculate the total km and total passenger km for the month of 31 days.    (5 Marks)

Ans 3a.

Introduction

Transportation metrics such as total kilometers traveled and total passenger kilometers are vital indicators in assessing the operational efficiency and scale of services provided by a transport company like Ashoka Transport Service. These metrics not only help in understanding daily operations but also assist in strategic planning and financial forecasting. For Ashoka, a company running eight buses across four cities, calculating these metrics becomes crucial to manage logistics, optimize operations, and ensure profitability. This analysis will focus on computing the total kilometers traveled and 
3b. “Variance is the standard deviation between standard cost and the actual cost of production.” On the basis of the above statement, you are required to explain purpose of variances and the 4 types of variances that are used to evaluate the efficiency of the of the business operations and its management.  (5 Marks)

Ans 3b.

Introduction

Variance analysis is a fundamental aspect of managerial accounting, offering crucial insights into the differences between expected (standard) costs and the actual costs incurred. Contrary to the quoted definition, variance represents the difference itself, not the standard deviation. This analysis aids businesses in identifying where they are over or under budget, allowing management to make informed decisions about operational efficiency and resource allocation. Understanding different types of variances and their implications on business operations is essential for continuous improvement 








