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KEY 
1. Cost control is a systematic process of managing, regulating, and limiting expenses within an organization to ensure resources are used efficiently and unnecessary costs are minimized.
2. List any two differences between cost reduction and cost control.

	Basis
	Cost Control
	Cost Reduction

	Objective
	Maintain costs within predefined limits
	Minimize overall expenses to enhance profitability

	Focus
	Monitoring and regulating expenses
	Proactive optimization of costs



3. Equivalent production represents the output of partially completed units in terms of fully completed units
4. Inter-process profit is the profit recognized when goods are transferred between different processes within a company at a price exceeding the cost of production for the transferring process.
5. Transfer pricing  refers to the pricing of goods, services, or intangible assets exchanged between related businesses, subsidiaries, or divisions of the same multinational companyWhat is transfer pricing?
6. Responsibility accounting is a system where a company assigns accountability for specific areas of operations to managers, departments, or teams, holding them responsible for the outcomes related to those areas.
7. Variable Cost = 3,00,000
8. Standard costing is a cost accounting method that uses predetermined, or standard, costs for materials, labor, and overhead to measure and compare against actual costs.
9. Variance analysis is a financial analysis technique used to examine the differences between planned or expected (budgeted) figures and actual results.
10. The main tools include ratio analysis, vertical analysis, horizontal analysis, cash flow analysis, and comparative financial statements.
11. Cash equivalents are short-term, highly liquid investments that can be quickly converted into cash with minimal risk of value fluctuations.
12. Dividend Paid = Rs.70,000


PART - B (5 × 5 = 25 Marks)
Answer any FIVE questions.

13. Need for installation of a costing system.
a. Accurate Cost Determination
b.  Effective Cost Control
c.  Informed Decision Making
d.  Enhanced Profitability
e.  Improved Efficiency
f.  Performance Evaluation
g.  Compliance
14. Closing Work-in-progress = 7,600-6,000=1,600
Equivalent units:
Materials = 7,280
Labour    = 7,120
Overheads  = 7,120
Cost per unit 
Materials = Rs. 2
Labour    = Rs.3
Overheads  = Rs.2
Value of finished units = Rs.42,000
Value of work – in – progress = Rs.8,160.
15. Variable Cost = 275+125+50 = Rs.500
a. When market price is Rs.575 it is advisable to make the product.
b. If the supplier supply the offer at Rs.485, it advisable to buy the product.
16. Contribution per unit= 6
P/V ratio = 30%
(a) Break – even point (units)= 79,200/6=13,200 units 
Break – even point (Rs)    = 79,200/30% = Rs.2,64,000
(b) Number of units that must be sold to earn a profit of Rs.60,000 per year.
Required sales (Rs.) = 79,200+60,000/30% = Rs.4,64,000
Required Sales (units) = 4,64,000/20=23,200 units
(c) Number of units that must be sold to earn a net income of 10% on sales.
20x = 79,200+14x+2x
No. of units (x) = 19800 units
17. (a). Variable overhead cost (V) = 1600-2500=Rs.9,00(A) 
(b) Variable overhead Expenditure variance=1,600-2500=900(A)
(c) Variable overhead Efficiency variance = 1600-1600= Nil
18.  (a) Material cost variance= Rs. 14(A)
 (b) Material price variance=Rs.6(A)
             (c) Material usage = Rs.8(A)
  



19.  Computation Net Profit before Tax and extraordinary 
		
	P&L Appropriation account on 31.3.2004
Less: P&L Appropriation account on 1.4.2003

Add: Provision for tax
Transfer to general reserve
Proposed dividend
Interim dividend

	



8,00,000
2,40,000
2,50,000
1,00,000
	9,00,000
8,00,000

	
	
	1,00,000




13,90,000

	
Less: Compensation received in a law suit
Net profit before tax and extraordinary items
	
	14,90,000
  2,00,000

	
	
	12,90,000


     
PART - C (4 × 10 = 40 Marks)
Answer any FOUR questions
20. Records required to be maintained under the Companies Act .
 
· Cost Accounting Records Rules
· Industries Covered under Cost Records Maintenance
· Appointment of Cost Auditor
· Cost Audit Report
· Filing of Cost Audit Report with ROC
· Statutory Registers and Books under Cost Accounting
· Reconciliation of Cost and Financial Accounts
· Audit Trail and Record Retention

21. 
Process A Account
	Particulars
	Tons
	Rs.
	Particulars
	Tons
	Rs.

	To Materials
	1,000
	1,25,000
	By Loss in weight
	50
	--

	To Wages
	
	28,000
	By Scrap
	100
	8,000

	To Manufacturing exp
	
	8,000
	By Abnormal Loss
	20
	3,600

	
	
	
	By Process B a/c
	830
	1,49,400

	
	1,000
	1,61,000
	
	1,000
	1,61,000


 
Process B Account
	Particulars
	Tons
	Rs.
	Particulars
	Tons
	Rs.

	To Process A 
	830
	1,49,400
	By Loss in weight
	45
	--

	To Materials
	70
	14,000
	By Scrap
	90
	18,000

	To Wages
	
	10,000
	By Finished stock a/c
	780
	1,63,800

	To Manufacturing exp
	
	5,250
	
	
	

	To Abnormal gain
	15
	3,150
	
	
	

	
	915
	1,81,800
	
	915
	1,81,800



     
   22. 
a. Profit Volume Ratio = 25%
b. BEP = Rs.70,000
c. Sales for a profit of Rs.40,000 = Rs.2,30,000
d. Profit for sales of Rs.2,50,000 = Rs.45,000
       23.Labour variances 

	
	Dept. A
	Dept. B
	

	Labour cost variance
	80,000-80,000=0
	80,000-72,000=Rs.8,000(F)
	
Rs. 8,000(F)

	Labour rate variance
	96,000-80,000=16,000(F) 
	70,000-72,000=2000(A)
	Rs. 14,000(F)

	 Labour efficiency variance
	8,000*2=16,000(A)
	10*10,000=10,000(F)
	6,000(A)

	
	
	
	



 24.              
	Cash Flow Statement 
	 
	 
	 

	Particulars
	Amount
	Amount
	Amount

	I Cash From operating activities
	 
	 
	 

	Net Profit for the Year
	 
	60,000
	 

	Adjustment for P&L A/C Items
	 
	 
	 

	Add: Non-operating Expenses & Losses
	
	
	 

	Depreciation 
	45,000
	 
	 

	Loss on sale of Plant
	2,000
	47,000
	 

	 
	 
	1,07,000
	 

	Less: Non -operating income
	 
	nil
	 

	Profit before working capital changes
	 
	1,07,000
	 

	Adjustment for working capital changes
	 
	 
	 

	Add: Decrease in Stock
	5,000
	 
	 

	Increase in Creditors
	10,000
	15,000
	 

	 
	 
	1,22,000
	 

	Less: Increase in Debtors
	10,000
	 
	 

	Decrease in Bills Payable
	10,000
	20,000
	 

	Cash flow from operating activities
	 
	1,02,000
	 

	Add;/ Less: Income Tax
	 
	nil
	 

	Net CAsh Flow Operating Activities
	 
	 
	1,02,000

	II Cash From Investing Activities
	 
	 
	 

	Purchase of Land & Buildings
	(-40,000)
	 
	 

	Sale of Plant & Machinery
	13,000
	(-27,000)
	 

	Net Cash Used in Investing Activities
	 
	 
	(-27,000)

	III Cash From Financing Activities
	 
	 
	 

	Payment of Loan from Bank
	(-60,000)
	 
	 

	Loan from IFC
	25,000
	 
	 

	Drawings
	(-35,000)
	(-70,000)
	 

	Cash Used in Financing Activities
	 
	 
	(-70,000)

	Net Increase in Cash and Cash equivalents
	 
	 
	5,000

	Add: Opening balance of Cash
	 
	 
	20,000

	Closing balance of Cash
	 
	 
	25,000



25. 
	Fixed Assets
	6,00,000

	Debtors
	3,00,000

	Stock
	3,00,000

	Other Current Assets
	2,00,000

	Assets Total
	14,00,000

	Capital 
	4,20,000

	Reserves
	80,000

	Long term borrowings
	5,00,000

	Current Liabilities
	4,00,000

	Total Liabilities
	14,00,000



