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(f) Calculate the comprehensive Machine Hour Rate from the following particulars:
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Cost of Machine Rs. 1,50,000
Estimated scrap value Rs. 24,000
Estimated life 10 years

1,900

Number of working hours per annum

(including 100 hours for repairs)

Diesel oil consumption per hour forrun 2 liters at Rs. 3 per liter

1% p.a. capital cost

Insurance .
Repairs and maintenance Rs. 5,400 p.a.
Wages of operator Rs. 4 per hour of working

General overheads related to the machine Rs. 3,900 p.a.

A loan of Rs. 90,000@ 10% p.a. interest was taken to meet the purchase price of the
machine, partly.
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3. Answer any two from the following questions: 10x2=20
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(a) What is process costing? In which cases the use of process costing is considered suitable?
How do you treat ‘Abnormal Loss’ and ‘Abnormal Gain’ in process costing? 2+3+5=10
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(b) From the following information, calculate production hour rate of recovery of overhead for

Departments A, B and C using Simultaneous Equation Method:
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Particulars Production Depts. Service Depts.
Total A B C P Q

Rs. Rs. Rs. Rs. Rs. Rs.

Rent 12,000 | 2,400 | 4,800 | 2,000 | 2,000 | 800

Electricity 4,000 800 | 2,000 | 500 400 | 300

Indirect Labour 6,000 | 1,200 | 2,000 | 1,000 800 | 1,000

Depreciation 5,000 | 2,500 | 1,600 | 200 500 [ 200

Sundries 4,500 910 | 2,143 | 847 300 | 300

Estimated working

ey 1,000 | 2,500 | 1,400
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