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SECTION –A (10 X 2 = 20 Marks)      Answer Any Ten Questions

	1
	Define the term cost accounting.
According to I.C.M.A. London – “Cost Accounting is the technique and process of ascertainment of cost.” Walter W. Bigg has defined cost accounting as follows: - “Cost Accounting is the provision of. such analysis and classification of expenditure as will enable the total cost of any particular unit.

	2
	Recall the limitations of cost accounting.
a) Inaccuracy 
b) It is expensive
c) It is more complex 
d) Can’t apply to all firms
e) Not suitable for small firms
f) Sometimes it is biased 

	3
	Define the term management accounting. 
“Management Accounting is concerned with accounting information, which is useful to the management”. — Robert N. Anthony 
“Management Accounting is concerned with the efficient management of a business through the presentation to management of such information that will facilitate efficient planning and control”. —Brown and Howard

	4
	Describe the term Trend analysis. 
Trend analysis evaluates an organization's financial information over a period of time. Periods may be measured in months, quarters, or years, depending on the circumstances. The goal is to calculate and analyze the amount change and percent change from one period to the next.

	5
	Recall the meaning of comparative statements.
Comparative statements or comparative financial statements are statements of financial position of a business at different periods. These statements help in determining the profitability of the business by comparing financial data from two or more accounting periods.

	6
	Describe the term liquidity ratio.
Liquidity ratios are a measure of the ability of a company to pay off its short-term liabilities. Liquidity ratios determine how quickly a company can convert the assets and use them for meeting the dues that arise. The higher the ratio, the easier is the ability to clear the debts and avoid defaulting on payments.

	7
	List out the current assets and current liabilities. 
Current assets include cash, debtors, bills receivable, short-term investments, and so on. Current liabilities include bank overdrafts, creditors, bills payable, and so on.

	


8
	


Explain the merits of Budgetary control.
The merits of budgetary control are:
a)  Participation
b)  Top management support 
c)  Reduce cost
d)  Maximization of profit 
e)  Specific aims
f)  Tool for measuring performance  

	9
	Recall the meaning of flexible budget.
A flexible budget is a budget that adjusts to a company's activity or volume levels. Unlike a static budget , which doesn't change from the amounts established when the company creates the budget, a flexible budget continuously changes with a business' cost variations.

	10
	Describe the meaning of cash budget. 
A cash budget is an estimation of the cash flows of a business over a specific period of time. This could be for a weekly, monthly, quarterly, or annual budget. This budget is used to assess whether the entity has sufficient cash to continue operating over the given time frame.

	11
	a) P/V Ratio 			= 50%
b) Break Even Point	= Rs. 9,000

	12
	a. P/v ratio = 60%
b. BEP   25,000   and   
c. Sales required to earn a  profit of Rs.    20,000 = 58.333


SECTION – B (5 X 5 = 25Marks) Answer any Five Questions

	13
	Explain the functions of cost accounting.
 Cost accounting performs several key functions that are essential for effective cost management and decision-making.
1. Cost Allocation
2. Cost Control
3. Cost Reduction
4. Budgeting and Forecasting
5. Pricing Decisions
6. Profitability Analysis
7. Performance Evaluation
8. Inventory Valuation
9. Financial Reporting
10. Decision-Making

	14
	Comparative Income Statement?
Increase in sales Rs. 2,00,000 and 20%
Increase in cost of sales Rs. 2,50,000 and 31.25%

	15
	Examine the benefits and limitations of ratio analysis.
  Benefits of Ratio Analysis are as follows:
· Helps in forecasting and planning by performing trend analysis.
· Helps in estimating budget for the firm by analysing previous trends.
· It helps in determining how efficiently a firm or an organisation is operating.
· It provides significant information to users of accounting information regarding the performance of the business.
· It helps in comparison of two or more firms.
· It helps in determining both liquidity and long term solvency of the firm.
  Limitations of Ratio Analysis are as follows:
· Financial statements seem to be complicated.
· Several organisations work in various enterprises each possessing different environmental positions such as market structure, regulation, etc., Such factors are important that a comparison of 2 organisations from varied industries might be ambiguous.
· Financial accounting data is influenced by views and hypotheses. Accounting criteria provide different accounting methods, which reduces comparability and thus ratio analysis is less helpful in such circumstances.
· Ratio analysis illustrates the associations between prior data while users are more concerned about current and future data.
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	 Fixed budget 
  Total cost = Rs. 10,15,000   
  Profit = Rs. 5,85,000   
Sale    value Rs. 16,00,000 

	17
	  Marginal costing
a) P/V Ratio 			= 50%
b) Break Even Point	          = Rs. 9,000
c) Profit 			= Rs. 3,000
d) Margin of safety 		= Rs. 6,000

	18
	 Prepare a production budget 
	Product 
Production in units   

	A  = 11,000
B  = 17,000
C  = 12,000
D  = 11,000






	19
	Explain the difference between management accounting and Cost Accounting.
 Differences between Cost Accounting and Management  Accounting
1. The accounting related to the recording and analysing of cost data is cost accounting. The accounting related to the producing information which is used by the management of the company is management accounting.
2. Cost Accounting provides quantitative information only. On the contrary, Management Accounting provides both quantitative and qualitative information.
3. Cost Accounting is a part of Management Accounting as the information is used by the managers for making decisions.
4. The primary objective of the Cost Accounting is the ascertainment of cost of producing a product, but the main objective of the management accounting is to provide information to managers for setting goals and future activity.
5. There are specific rules and procedure for preparing cost accounting information while there is no specific rules and procedures in case of management accounting information.




SECTION– C (3 X 10= 30Marks) Answer any Three Questions

	20
	Statement of cost 
	Cost sheet 
	Rs. 

	Material consumed 
	5,20,000

	Prime cost 
	6,70,000

	Works cost
	7,80,000

	Cost of production of goods 
	7,70,000
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	   Common size Balance Sheet for 2011 and 2012:
	
	2011
	2012

	Current assets
Fixed assets 
	28.46%
61.54%
	48.68%
51.32%




	22
	 Compose the differences between Cash flow and Funds flow statement.
 Differences Between Cash Flow Statement and Flow Flow Statement
1. Cash Flow Statement is related to the change in the position of cash in the business, whereas the fund flow statement deals with the change in the position of working capital between two balance sheet dates. Cash is just one of the components of working capital.
2. While cash flow statement uses the Cash basis of accounting. On the contrary, the fund flow statement uses the Accrual Basis of Accounting.
3. For the purpose of short-term financial planning and decision making cash flow statement is prepared, whereas a fund flow statement is suitable for long-term financial planning and decision making.
4. Cash Flow Statement begins with an opening cash balance and it ends with the closing cash balance, which arises when sources and uses of cash are adjusted. However, the opening and closing balance are not there in the case of the fund flow statement.
5. Cash Flow Statement begins with an opening cash balance and it ends with the closing cash balance, which arises when sources and uses of cash are adjusted. However, the opening and closing balance are not there in the case of the fund flow statement.
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	  Discuss the procedure for preparing the production budget.
  Procedure for preparing the production budget 
 1. Establish the Time Frame Your Production Budget Will Cover
 2. Make a Sales Forecast for That Period
 3. Measure Your Production Capacity
 4. Check Your Beginning Inventory
 5. Calculate the Required Production

	
24
	   Marginal costing
a) Profit volume ratio = 20 %
b) Fixed cost = Rs. 15,000
c) Breakeven point for sales = Rs. 75,000
d) Profit when sales are Rs. 1,00,000 = Rs. 5,000
e) Sales required to earn a profit of Rs. 20,000 = Rs. 1,75000




	







