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A1.1 

A1. INTRODUCTION TO COST AND 
MANAGEMENT ACCOUNTING 

 
 

 
 

 
 Why are cost and management accounting information are required by the staff at operational 

level? Describe. 
Ans. 

  
 

 
 Explain: Opportunity Cost 
Ans.  

  
 

 
 Mention and explain types of responsibility centres. 
Ans.  

  

RECENT EXAM - THEORY QUESTIONS & ANSWERS 
 

Stt costing

E



 

 

A1.2 

  

 
 Differentiate between cost control and cost reduction. 
Ans.  

  
 

 
 Mention the Cost Unit of the following Industries: 
 (i) Electricity   
 (ii) Automobile  
 (iii) Cement   
 (iv) Steel    
 (v) Gas 
 (vi) Brick, Making  
 (vii) Coal Mining  
 (viii) Engineering  
 (ix) Professional Services  
 (x) Hospital. 
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[Type here] 
 

A1.3 

Ans.  

  
 

 
 Differentiate between "Cost Accounting and Management Accounting. 
Ans.  

   

    
 
 
 
 
 



 

 

A1.4 

 
 State the Method of Costing to be used in the following industries: 

 (i) Real Estate 

 (ii) Motor repairing workshop 

 (iii) Chemical Industry 

 (iv) Transport service 

 (v) Assembly of bicycles 

 (vi) Biscuits manufacturing Industry 

 (vii) Power supply Companies 

 (viii) Car manufacturing Industry 

 (ix) Cement Industry 

 (x) Printing Press 

Ans. 

  

 

 
 State the method of costing that would be most suitable for: 

 (i) Oil Refinery 

 (ii) Interior Decoration 

 (iii) Airlines Company 

 (iv) Advertising 

 (v) Car Assembly 

 
 
 
 
 



 

[Type here] 
 

A1.5 

Ans.  

  
 

 
 Give any five examples of the impact of use of Information Technology in Cost Accounting. 
Ans. 

   



 

 

A1.6 

 
 Specify the types of Responsibility centers under the following situations: 
 (i) Purchase of bonds, stocks, or real estate property. 
 (ii) Ticket counter in a Railway station.  
 (iii) Decentralized branches of an organizations 
 (iv) Maharatna, Navratna and Miniratna public sector undertaking (PSU) of Central Government. 
 (v) Sales Department of an organization. 
Ans. 

  

 

 
 Briefly explain the 'techniques of costing'. 
Ans. 

  



 

[Type here] 
 

A1.7 

  

 

 
 “Describe the difference between ‘Cost Control’ and ‘Cost Reduction’. 
Ans. 

  



 

 

A1.8 

 
 Identify the methods of costing from the following statements: 
 (i)  Costs are directly charged to a group of products  
 (ii) Nature of the product is complex and method cannot be ascertained. 
 (iii)  Cost is ascertained for a single product. 
 (iv)  All costs are directly charged to a specific job. 
 (v)  Costs are charged to operations and averaged over units produced. 
Ans.  

  
 

 
 Mention the cost units (physical measurements) for the following Industry/product: 

 (i) Automobile  (ii) Gas 

 (iii) Brick works  (iv) Power 

 (v) Steel   (vi) Transport (by road) 

 (vii) Chemical   (viii) Oil 

 (ix) Brewing   (x) Cement 

Ans. 

  

a
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A1.9 

 
 Define cost objects and give examples of any four cost objects, 

Ans.  

  
 

 

  



 

 

A1.10 

Notes: 
……………………………………………………………………………………………………………… 
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Scope or cost Accounting

Cost Accounting and Financial Accounting difference

Functions of cost and management Accounting

users of Accounting

Essentials of cost Accounting system

Factors to consider while installing cost Accounting
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Limitations of cost Accounting
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A2.1 

A2. COST SHEET 

 
 

 
 

 
 Explain Direct Expenses and how these are measured and their treatment in cost accounting. 

Ans. 

  

 

 

RECENT EXAM – THEORY QUESTIONS & ANSWERS 
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A2.2 

Notes: 
……………………………………………………………………………………………………………… 

……………………………………………………………………………………………………………… 

……………………………………………………………………………………………………………… 
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B1.1 

B1. MATERIAL COST 

 
 

 
 

 
 Explain 'Just In Time' (JIT) approach of inventory management. 

Ans. 

  
 

 
 Explain: FIFO and LIFO method of stores issue. 

Ans. 

  

RECENT EXAM – THEORY QUESTIONS & ANSWERS 
 



 

 

B1.2 

 
 Explain obsolescence and circumstances under which materials become obsolete. State the steps 

to be taken for its treatment. 

Ans. 

  
 

 
 Define Inventory Control and give its objectives.  

 List down the basis to be adopted for Inventory Control. 

Ans. 
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B1.3 

 
 State how the following items are treated in arriving at the value of cost of material purchased: 

 (i) Detention Charges/Fines 

 (ii) Demurrage 

 (iii) Cost of Returnable containers 

 (iv) Central Goods and Service Tax (CGST) 

 (v) Shortage due to abnormal reasons. 

Ans. 

   

   
 
 
 



 

 

B1.4 

 
 Write a short note on VED analysis of Inventory Control. 

Ans. 

  

 

 
 Write down the treatment of following items associated with purchase of materials. 

 (i) Cash discount 

 (ii)  IGST 

 (iii)  Demurrage 

 (iv)  Shortage 

 (v) Basic Custom Duty 

Ans. 
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B1.5 

  
 

 
 Which system of inventory management is known as 'Demand pull' or 'Pull through' system of 

production? Explain. Also, specify the two principles on which this system is based. 

Ans. 

  
 

 

  



 

 

B1.6 

Notes: 
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B2.1 

B2. LABOUR COSTING 
 

 
 

 

 
 

 
 Rowan Premium Bonus system does not motivate a highly efficient worker as a less efficient 

worker and n highly efficient worker can obtain same bonus under this system. Discuss with an 
example. 

Ans. 

  

  
 
 
 
 
 
 

RECENT EXAM – THEORY QUESTIONS & ANSWERS 
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B2.2 

 
 Explain the treatment of Overtime Premium in following situations: 
 (i) SV & Co. wants to grab some special orders, and overtime is required to meet the same. 
 (ii)  Dept. X has to work overtime to make up a shortfall in production due to some fault of 

management in dept. Y. 
 (iii)  S Ltd. has to work overtime regularly throughout the year as a policy due to the workers' 

shortage. 
 (iv)  Due to flood in Odisha, RS Ltd. has to work overtime to complete the job. 
 (v)  A customer requested the company MN Ltd. to expedite the job because of his urgency of 

work. 
Ans. 

  
 

 



 

 

B3.1 

B3. OVERHEADS: ABSORPTION COSTING 

 
 

 
 

 
 State the bases of apportionment of following overhead costs:  
 (i) Air-conditioning  
 (ii) Time keeping  
 (iii) Depreciation of plant and machinery  
 (iv) Power /steam consumption  
 (v) Electric power (Machine operation). 
Ans. 

  

 

 
 Explain Blanket Overhead Rate and Departmental Overhead Rate. How they are calculated? State 

the conditions required for the application of Blanket Overhead Rate. 

Ans. 

  

RECENT EXAM – THEORY QUESTIONS & ANSWERS 
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B3.2 

  

 
 Explain what is meant by Practical capacity and Normal capacity. How is normal capacity 

determined? 

Ans. 

  
 

 

 

 

 

 

 

 

E



 

 

B3.3 

 
 Suggest any one basis of re-apportionment of service department overheads over production 

departments in the following instances: 

Cost of Service Department Basis 

(i) Maintenance and Repair Shop  

(ii) Hospital and Dispensary  

(iii) Fire Protection  

(iv) Stores Department  

(v) Transport Department  

(vi) Computer Section  

(vii) Power House (Electric Power Cost)  

(viii) Inspection  

(ix) Tool Room  

(x) Time- keeping  

Ans. 
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B3.4 

Notes: 
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B4.1 

B4. ACTIVITY BASED COSTING 
 

 
 

 
 

 
 Explain 'Activity Based Budgeting'. 

Ans. 

  

  

 
 PP Limited is in the process of implementation of Activity Based Costing System in the organisation. 

For this purpose, it has identified the following Business Functions in its organisation: 

 (i) Research and Development 

 (ii) Design of Products, Services and Procedures 

 (iii) Customer Service 

 (iv) Marketing 

 (v) Distribution 

 You are required to specify two cost drivers for each Business Function Identified above. 

Ans. 

  

RECENT EXAM – THEORY QUESTIONS & ANSWERS 
 

I



 

 

B4.2 

  
 

 
 What is meant by Activity Based Management (ABM) and discuss how Activity Based Management 

can be used in the business? 

Ans. Meaning of Activity Based Management (ABM) 
 The term Activity based management (ABM) is used to describe the cost management application 

of ABC. The use of ABC as a costing tool to manage costs at activity level is known as Activity 
Based Cost Management (ABM). ABM is a discipline that focuses on the efficient and effective 
management of activities as the route to continuously improving the value received by customers. 
ABM utilizes cost information gathered through ABC. 

 Activity based management can be used in the following ways: 
 (i) Cost Reduction: ABM helps the organisation to identify costs against activities and to find 

opportunities to streamline or reduce the costs or eliminate the entire activity, especially if 
there is no value added. 

 (ii) Business Process Re-engineering: Business process re-engineering involves examining 
business processes and making substantial changes to how organisation currently operates. 
ABM is a powerful tool for measuring business performance, determining the cost of 
business output and is used as a means of identifying opportunities to improve process 
efficiency and effectiveness. 

 (iii) Benchmarking: Benchmarking is a process of comparing of ABC-derived activity costs of 
one segment of company with those of other segments. It requires uniformity in the 
definition of activities and measurement of their costs. 

 (iv) Performance Measurement: Many organisations are now focusing on activity 
performance as a means of facing competitors and managing costs by monitoring the 
efficiency and effectiveness of activities. 

 



 

 

B5.1 

B5. COST ACCOUNTING SYSTEM 
 

 
 

 
 

 
 Explain integrated accounting system and state its advantages. 

Ans. 

  

 
 Explain what are the pre-requisites of integrated accounting. 

Ans. 

  

RECENT EXAM – THEORY QUESTIONS & ANSWERS 
 



 

 

B5.2 

  

 
 Briefly explain the essential features of a good Cost Accounting System. 
Ans. 

  

  
 
 
 
 
 



 

 

B5.3 

 
 Indicate, for following items, whether to be shown in the Cost Accounts or Financial Accounts: 
 (i) Preliminary expenses written off during the year 
 (ii) Interest received on bank deposits 
 (iii) Dividend, interest received on investments 
 (iv) Salary for the proprietor at notional figure though not incurred 
 (v) Charges in lieu of rent where premises are owned 
 (vi) Rent receivables 
 (vii) Loss on sale of Fixed Assets 
 (viii) Interest on capital at notional figure though not incurred 
 (ix) Goodwill written off 
 (x) Notional Depreciation on the assets fully depreciated for which book value is Nil. 
Ans. 
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Notes: 
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C1.1 

C1. JOB, UNIT & BATCH COSTING 
 

 
 

 
 

 
 Explain 'Job Costing' and 'Batch Costing'. 
Ans. 

  

 

 
  

RECENT EXAM – THEORY QUESTIONS & ANSWERS 
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Notes: 
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C2.1 

C2. PROCESS & OPERATION COSTING 
 

 
 

 
 

 
 How will you treat normal loss, abnormal loss and abnormal gain in process costing? Explain 

Ans. 

  
 

 

  

RECENT EXAM – THEORY QUESTIONS & ANSWERS 
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Notes: 
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C3.1 

C3. JOINT PRODUCT & BY PRODUCT (JPBP)  
 

 

 
 

 
 How are By-products treated in Costing? 

Ans. 

  

  

 

  

RECENT EXAM – THEORY QUESTIONS & ANSWERS 
 



 

 

C3.2 

 
 Narrate the terms 'Joint Products' and 'By-Products' with an example of each term. 

Ans. 

  

   

  

 



 

 

C4.1 

C4. SERVICE COSTING 
 

 
 

 
 

 
 Describe Composite Cost unit as used in Service Costing and discuss the ways of computing it. 

Ans. 

  

  

  

 

RECENT EXAM – THEORY QUESTIONS & ANSWERS 
 



 

 

C4.2 

 
 What do you understand by Build-Operate-Transfer (BOT) approach in Service Costing? How is 

the Toll rate computed? 

Ans.  

  

  

 

 



 

 

D1.1 

D1. STANDARD COSTING 
 

 
 

 
 

 
 Discuss the steps involved in setting labour time standards. 
Ans. 

  

  

  

RECENT EXAM – THEORY QUESTIONS & ANSWERS 
 



 

 

D1.2 

   
 

 
 Discuss briefly some of the criticism which may be levelled against the Standard Casting System. 
Ans. 

  

  



 

 

D1.3 

  
 

 
  



 

 

D1.4 

Notes: 
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D2.1 

D2. MARGINAL COSTING 
 

 

 
 

 
 What are the limitations of marginal costing? 

Ans. 

  

  
 

 

 

RECENT EXAM – THEORY QUESTIONS & ANSWERS 
 



 

 

D2.2 

 
 Differentiate between "Marginal and Absorption Costing". 
Ans. 

  

 
 What is Margin of Safety? What does a large Margin of Safety indicates? How can you calculate 

Margin of Safety? 

Ans. 

  

  

 



 

 

D3.1 

D3. BUDGETS AND BUDGETARY CONTROL 
 

 
 

 
 

 
 Why is 'Zero Base Budgeting' (ZBB) considered superior to 'Traditional Budgeting'? Explain. 

Ans. 

  

  

 
 What are the cases when a flexible budget is found suitable? 

Ans. 

  

RECENT EXAM – THEORY QUESTIONS & ANSWERS 
 



 

 

D3.2 

 
 Define Zero Base Budgeting and mention its various stages. 

Ans. 

  

  
 

 
 What are the important points an organization should consider if it wants to adopt Performance 

Budgeting? 

Ans. 

  

 

 



 

 

D3.3 

 
 State the limitations of Budgetary Control System. 

Ans. 

  

 
 What is 'Budgetary Control System' and discuss the components of the same. 

Ans. 

  



 

 

D3.4 

   

 

 
 Define Budget Manual. What are the salient features of Budget Manual? 

Ans. 

  

  



 

 

D3.5 

  
 

 

  



 

 

D3.6 

Notes: 
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