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SECT ON A

Answerany iour q!estons n thls Secuon. Each qlestjo. carrles 1 mark Ior
Parl (a). 3 marks ror Par( 1b) and 5 marirs ior Pad (c)

1. a)

b)

2a)
b)

Whal rs Slandard Costn! t
Whal is lhe d ilerence between cLrnent standard and bas c slafdard ?

The Sla.dard mateiai required lo manliact!re one ufrl oi producl X is
l0 kgs and ihe standard p.ice per k9 olmaler a s { 25. The cosi accolnls
/ecords. however reveai Ihai 11.500 kgs ofnraleriais coslng 4 2.76.000
were !sed lor man!lacl!ring 1 Q00 !n is ol prodLrcl X Ca c! ale mater a

Wlrd( , tonliburo.
What s anqla of,ncdence?

Fromthe follow n9 padrc! ars.aculale O Conlrbuton ( )P,^t.auo ( l) Break
evcn po nt n un ls and n flpees (iv) what yi be the serlrnq pace per lnir li
the breali even po nr s brolght dow. ro 25 000 ui ts? (v) rlow ma.y unrts
are 1o be so d lo earn a net ncome ol 20o. o. sa es ?

Frxedexpenses 11.50.000:Variable.ostoerLr.t 110 Sellngprice

a) rrvhal do yo! rnean by vallc aria ys s l.chn q!. ?

b) Erp a i thc d iierence belween cosl conlro :fd cosl redlcl on

c) Pa.l A produccs a product wh,ch cosls l3 D.r !.1whc. produced n

q!a.t I es oi 1Q 000 !. ts and I 2 50 per !. I vrhe. prodlced . qlant tes
of20.000 !.rls Find o!l Fixed cosl
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4 a) What do yo! meai by Cosl ng ?

b) Difiereniiate beh{een Fnanca Accounling and Cosl Acco!nl ng

c) Modern Sewing tv4achlnes Co. manulactures hand operaied sewing
machines Prepare a sched! e showing diflerenlial cosl and incremental
revenue al each slagefrom the lolowing dala. Atwhal volume the company
should sel i1s level of production ?

Outpul (No. Selling price

(r) (l in lakhs)

Total

{l in lakhs) lakhs)
l0 436

120 22Q 244
2AA

34 315 6

300 160 40 284
360 140 244

5. a) Del ne maralnal cost.

b) What are lhe objeclons aga nsl cosl accounling ?

c) Expan the meanlng ol variafce anayss aid descr be lssgnlcance

6. a) Express the relation betweer va Lre.lLrnclon and cosl

b) What are the characteristrcs ol d tferentalcost?

c) Expla,n w th suilable examp es a) Vo lme var ance b) Ca endar variance
c) Capacily variance (ax9=36)

SECTION B

Answer the two qlestons ln lh s Secl on. Each queslon.atres 12 ma.ks

7 a) Whar s d iierenra cosr ? Expla n imponant applications of dflerenlialcosl

'oF
b) Whal s Break even chan ? Whal are lhe d rlerenl lypes of Break Even
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L a) ThestafdardouipulolX s25uniisperhour I a manufacluing deparlment
ol a cornpany emp oy ng 100 workers. The slandard wage rate per abou.
hoLr s { 6 ln a 42 hour week, lhe depaitment produced 1 040 lnits of X
despte the oss of 5% oi the lirne pald due !o abnorma reason. The ho!ny
rates actualy pa d were a 6.20, { 6 and a 5.70 respecrively to 10, 30 and 60
workers. CornpLrte Labour rale vaiance Labo! r efiiciency var ance, Labo!r
cost vaiance and ld e I me va.ance.

,OF
b) Ridewe Cogcle Ltd. pu.chases 20.000 beils per annum lrorn an oulside

supp eratl5 each The managemenl feels lhatlhese be manulactured and
nol purchased A mach ne cosling t 50,000 will be requned to manllaclure
lhe item w th n Ihe faclory. The machlne has an a..ual capacily of 30.000
un ls and lie of 5 yea6 Following addilional inlo.malion is ava ab e l

Materal cost per be will be { 2 00 : Labolr cosl per be wi be a I 00
Varlable ove.heads 100% ol aboLrr cosl.

Yo! are.equircd lo adv se whelher -
) the companv shoud continle lo purchase the be s kom the oulside

supp er or should make them n the ractory and

) Ihe company shouid accepl an orde.to supp y 5,000 bells to lhe ma.kel
ar a se n9 price of { 4.s0 per unit ? (2x12=24)


