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ECO-10 : ELEMENTS OF COSTING 

Time : 2 Hours 	 Maximum Marks : 50 

Note : Attempt any two questions from. Section-A 

and any two question from Section-B. 

Section—A 

1. What factors should be considered before 

installation of a system of costing, and what are 

the difficulties you may face while introducing 

the system ? 6, 4 

P. T. O. 
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2. (a) Distinguish between centralised purchasing 

and decentralised purchasing. 	 5 

(b) Explain the merits of centralised and 

decentralised purchasing. 	 5 

3. Write short notes on any two of the following : 

5 each 

(a) Labour Turnover 

(b) ABC Analysis 

(c) Apportionment of Overheads 

(d) Unit Costing 

Section—B 

4. (a) Calculate Economic Order Quantity : 	5 

Annual consumption 	48000 units 

Purchase price of input unit 	25/unit 

Annual carrying cost 	 12% 

Ordering cost per order 	 180 
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(b) TAN Ltd. has three production 

departments and four service departments. 

As per the primary distribution summary, 

the expenses of these departments are as 

follows : 

Production Departments : 

10 

A 60,000 

B 52,000 

C 48,000 

Service Departments : 

Stores 8,000 

Time-keeping 6,000 

Power 3,200 

Canteen 2,000 

P. T. O. 
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The following information is available in 

respect of the product departments : 

Particulars 
Departments 

A B C 

Horse power of 

machine 300 300 200 

Number of 

workers 20 15 15 

Value of store 

requisition (0 2,500 1,500 1,000 

You are required to apportion the cost of 

service departments over the production 

departments. 

5. From the following information, prepare a 

Process Account, Abnormal Gain Account and 

Normal Loss Account : 10, 3, 2 

Input of raw material 	840 units @ ? 40 

per unit 

Direct Material 	 5,924 
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Direct Wages ! 8,000 

Overheads Z 8,000 

Actual output transferred 

to Process II 750 units 

Normal Loss 15% 

Value of scrap per unit ! 10 

6. 	The following particulars relate to a new 

machine purchased : 15 

Purchase price of the machine 4,00,000 

Installation expenses 1,00,000 

Rent per annum 60,000 

General lighting for total area 

(P.M.) 1,000 

Foreman's salary (PA.) 30,000 

Insurance of the machine (P.A.) 3,000 

Estimated repairs of the machine 

(P.A.) 5,000 

Estimated consumable stores (PA.) 4,000 

P. T. O. 
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Power 2 units per hour @ Z 50 per 100 units. 

Estimated life time 10 years and estimated 

value at the end of 10 years ! 1,00,000. The 

machine expected to run 20000 hour in life 

time. The machine occupies 25% of the total 

area. The foreman devotes 1/6 of his time for 

the machine. 

Calculate the machine hour rate for the 

machine. 
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