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Answer ALL questions (5 x 20 = 100 Marks)

1.
a.
“In Modern times Strategic Cost Management has become an essential tool in the hands of 
Management”. Discuss.                                                                       



(12)

b.
What is your understanding of the terminologies Cost Centre and Profit Centre?

(8)
(OR)

2.
a.
How do you install a Costing System to a large Manufacturing Organization?

(15)


b.
What are the important components of a Cost Sheet?                              



(5)

3.
a.
What are the Factors interfering with the successful use of standard Costing?

(10)

b.
Why are organizations using Standard Costing as a Special tool these days?


(10)

 (OR)

4.
The Standard hours for manufacturing two products M and N are 15 hours per unit and 20 hours per unit respectively.  Both products require identical kind of labour and the standard wage range per hour is Rs.5.  In the year 1985, 10,000 units of M and 15,000 units of N were manufactured.  The total labour hours actually worked were 4,50,500 and the actual wage bill came to Rs.23,00,000.  This included 12,000 hours paid for @Rs.7 per hour and 9,400 hours paid for Rs.7.50 per hour, and the balance having been paid at Rs.5 per hour.  You are required 
to compute the labour variances. 
5.
a.
What is Target Costing and Four Steps approach process of target costing?


(15)

b.
What are the merits of Target Costing?                                                   



(5)       

(OR)

6.
Explain the benefits derived out of using Activity-based Costing.

7.
What is Cost Audit and how is the cost audit programme conducted for Materials and Labour?
(OR)

8.
Effective use of Cost control and Cost reduction tools helps an organization to attain Cost Leadership – Substantiate your views with a suitable example. 
9.
Case Study: (Compulsory)
Stoner Company uses three different components (materials) in manufacturing its primary product.  Stoner manufactures two of the components and purchases one (designated as component (a) from outside suppliers.  The Company is currently developing the annual profit plan.  Sales are highly seasonal; component (b) cannot be acquired from outsiders; however component (c) can be purchased.  The three components have critical specifications.  The annual profits plan provided data for the following computations:   

[P.T.O]

	                                                                                      
	Component (c)

	                                                                     
	Unit Cost

	                                                          
	(at 12,000 units)

	                                                                               
	Rs.

	Material (direct)                                                                
	1.4

	Labour (direct)                                                                
	2.2

	Fixed Overhead (apportioned)                                      
	0.4

	Annual machine rental (special machine used of Component (c))   
	0.5

	Variable factory overhead                                           
	1

	Average storage cost per year (fixed)                            
	0.4

	Total
	5.9


Average inventory level 500 units.

The purchase manager investigated outside suppliers and found one that would sign a one year contract to deliver 12,000 top quality units as needed during the year at Rs.5.20 per unit.  Serious consideration is being given to this alternative.  Should Stoner make or buy    component (c)?   Explain the relevant factors influencing your decision.                                                           







