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1 (a) State and explain the main differences between cost accounting and 
management accounting. 

 (b) Explain the different types of costing. 
   
2 (a) What is inventory control? Explain ABC analysis. 
 (b) The following transactions took place in respect of an item of material: 
  1st Sep opening balance: 400 units @ 10 each. 
  Date Receipts quantity Rate Rs. Issue quantity 

02-09-2012 300 12  
05-09-2012   400 
10-09-2012 400 14  
15-09-2012   300 
18-09-2012 200 16  
20-09-2012   180 
22-09-2012 250 15  
26-09-2012   150 

 

  Record the above the transactions in the stores ledger, pricing the issues at 
LIFO method. 

  . 
3 (a) Explain the Taylors differential piece rate system. 
 (b) Rajendra Limited has three production departments P1, P2 and P3 and two 

service departments S1 and S2. The summary of departmental expenses 
distributed is as under: Production departments: P1 - Rs. 32,000, P2 - Rs. 
26,000 and P3 - Rs. 28,000 and Service departments: S1 - Rs. 3,360 and S2 - 
12,000. The service departments expenses are charged on the following 
percentage basis: 

   P1 P2 P3 S1 S2 
S1 20% 40% 30% - 10% 
S2 40% 20% 20% 20% - 

 

  Prepare a statement showing the apportionment of two service departments 
expenses to production departments by simultaneous equation method. 

   
4 (a) What is normal loss? How is it treated in cost accounts? 
 (b) Give the main objects of inter-process profit. 
 (c) What do you understand by equivalent production? 
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5 (a) What is a key factor? 
 (b) How does marginal costing help control of cost? 
 (c) Ganga manufacturing company finds that the cost of making a component part 

is Rs. 10; the same is available in the market at Rs. 9 with an assurance of 
continuous supply. Give your suggestion whether to make or buy this part. Give 
also your views in case of the supplier reduces the price from Rs. 9 to Rs. 8. 
The cost information is as follows: 

   Rs. 
Material 3.50 
Direct labor 4.00 
Variable expenses 1.00 
Fixed cost 1.50 

 10.00 
 

   
6 (a) What is zero based budgeting? Explain its significance. 
 (b) The expenses incurred for the production of 10,000 toys in a manufacturing firm 

are given below: 
  Particulars Cost per unit (Rs.) 

Materials 125.00 
Labor 50.00 
Variable overheads 37.50 
Fixed overheads 25.00 
Administrative overheads 25.00 (5% variable) 
Selling expenses (20% fixed) 15.00 
Distribution expenses (10% fixed) 12.50 
Total cost of sales per unit 290.00 

 

  You are required to prepare a flexible budget for production of 12,000 toys and 
15,000 toys. 

   
7 (a) What is variance analysis? 
 (b) What do you mean by labor efficiency variance? How is it calculated? 
 (c) The original standard rate of pay in a factory was Rs. 4 per hour. Due to 

settlement with trade unions, this rate of pay per hour is increased by 15%. 
During a particular period, 5,000 actual hours were worked whereas work done 
was equivalent to 4,400 hours. The actual labor cost was Rs. 24,000. Calculate 
labor variances. 

   
8 (a) State the main assumptions of break even charts. 
 (b) Explain the uses and limitations of break even charts. 
 (c) Explain how BEP is used to solve various business problems. 
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