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ANSWER ANY FIVE QUESTIONS
1 
Distinguish between 'Period Cost' and 'Product Cost', why is this distinction considered 
important in costing? 

2. 
What is a break-even-chart? And what are its various applications in business decisions? 

3. 
Enumerate the differences between Budgetary Control and Standard costing. 

4. 
XYZ Company has a single process:


Work-in-process
8,000 units




Cost: 
Material 
Rs.29,600



Wages 
Rs.  6,600



Overhead 
Rs.  5,800


During the period the input was 32,000 units. 


Additional costs were: 




Material 
Rs. 1,12,400



Wages 
Rs.    33,400



Overheads     Rs.    30,200


At the end of the year 28,000 units were fully processed and 12,000 units were in process. The 
value of the closing stock includes the full cost of materials and only one-third of the cost of 
wages and overheads. 


Tabulate the equivalent production quantities and cost figures to give, unit values, total value of 
completed output and detailed values for closing finished & work-in-process units, using average 
cost method. 

5. 
The Exide battery Ltd. manufactures a high quality battery. This company's plant has an annual 
capacity of 25,000 units. Exide currently sells 20,000 units at price of Rs.l,050. It has the following 
cost structure: 

	
	Rs.

	Variable manufacturing cost per unit
	450

	Fixed manufacturing costs
	16,00,000

	Variable marketing and distribution cost per unit
	100

	Fixed marketing and distribution costs
	12,00,000



The Marketing Department indicates that decreasing the selling price to Rs.990 would 
increase sales to 25,000 units. This strategy will require Exide to increase its fixed 
marketing and distribution costs. Calculate the maximum increase in fixed marketing and 
distribution costs that will allow Exide to reduce the selling price to Rs.990 and maintain its 
existing operating income intact. 

6.
The manager of a Repairs Maintenance Deptt. in response to a request, submitted to the following 
budget estimates for his department that are to be used to construct a flexible budget to be used 
during the coming year.


	
	Planned at 6,000 
	Planned at 9,000 

	
	Direct Repair Hours 
	Direct Repair Hours 

	
	(Rs.) 
	(Rs.) 

	Employee salaries 
	30,000 
	30,000 

	Indirect repair materials 
	40,200 
	60 300 

	Miscellaneous cost etc. 
	13,200 
	16,800 



Prepare a Flexible Budget for the department up to activity level of 10,000 repair hours (use 
increments of 1,000).
7.
AB ltd. furnishes the following information relating to budgeted sales and actual sales for 
April, 2005: 

	
	Product 
	Sales Quantity 
	Selling Price 

	
	
	(Units) 
	Per Unit Rs. 

	Budgeted Sales: 
	A 
	1,200 
	15 

	
	B 
	800 
	20 

	
	C 
	2,000 
	40 

	Actual Sales 
	A 
	880 
	18 

	
	B 
	880 
	20 

	
	C 
	2,640 
	38 



Calculate the following variances: 

(i) Sales Quantity Variance, 

(ii) Sales Mix Variance, 

(iii) Sales Price Variance, and 

(iv) Total Sales Variance.
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