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Introduction to Management Accounting
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Chapter 1

Introduction to Management
Accounting

1. Multiple Choice Questions:

(1)  Management Accounting

(@) Accumulates, summarizes and analyses the available data. 4

(b) Is primarily concerned with the requirements of the management. v
S —

(c) Makes Corporate Planning and Strategy effective.,_~"
\W/II of the above
(2) Management accounting can be viewed as
(@) Marketing-oriented Accounting )(
MManagement—oriented Accounting
(c) Accounting-oriented Management
(d) Manager-oriented Accounting

(3) The main objective of management accounting is

(@) To maintain the accounting records )(
(b) To know the amount due from customers and suppliers ¥

\,Le)/To ascertain analyse and interpret the results of business operations

(d) To record all the business transactions

4) is the study of managerial aspects of financial accounting

(@) Costaccounting

(b) Financial accounting
Management accounting

(d) Business accounting

—

(5) The purpose of management accounting is to help make decisions

,\)a')/Managers

(b) Investors

(c) Marketers

@ wwwsicinstitute.com (W 8100 11 2222 CMA Inter Management Accounting | - &3
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(d) Banks

Management accounting assists the management in

°

(@ Planning
(b) Directing

(c) Cantrolling
Mfthe above

7) 'Period of lost relevance’is the of the evolution of management accounting.

—

(@) 1ststage
(b) 2ndstage
‘\)z)/&d stage
(d) 4th stage

Creation of value through effective use of resources is the focus area of the

————————

=®

(@) 1ststage
(b) 2ndstage
(c) 3rdstage

\}d)/4th stage
Just in time management and Activity based costing developed duringthe ____
(a) 1st stage

2nd stage

\/K{ 3rd stage

(d) 4th stage
(10) Management accounting dealswith ___ data
(@) Qualitative
(b) Quantitative
\@/Both qualitative and quantitative

(d) Non-financial

(11)  Which personnel of a financial firm play a key role in management accounting?

(@) Investors
\Lb/Managers
(c) Suppliers
(d) Customers

(12) What are the instruments/ tools related to management accounting?

(@) Marginal costing

CMA Inter Management Accounting . s e
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v

(b) Standard costing

(c) Budget control\/

All of the above

(13) Where is management accounting applied?

(@) Small trading organisations
(b) NPOs

(c) Cooperative societies

\Marge industrial and trading organizations

(14) Which of the following options is not characteristic of management accounting?

(a) Future-oriented n_~
) Accounting information A"

\,K(Compulsory accounting.

(d) Management oriented

(15) Who stated the definition of management accounting as “Management Accounting is

concerned with accounting information which is useful to management”?

(/La‘)/‘Robert Anthony

Michael Porter
(c) J.Batty
(d) James H Bliss

(16) Management accounting is used as

(@) Compulsory

\_Lbj/éptlonal

(c) Mandatory
(d) Any of the above

Answer:

3¢ lsial el sl miel o 15

B 4 C 6D 8D 10C 12D 14C 168

2. State True or False

Management Accounting is primarilyp@(concerned with the requirements of the

management. Fﬂ»QD«C/

One of the main characteristic of Management Accounting is cause and effect analysis F'Vkﬂ-—
Management accounting is mainly past oriented. e foe_

ptions-
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ﬁpw,wwﬂ,wm

4) The primary objective of management accounting is to manage company account and

improves sales. moe_

5) Key success factors- also known as competitive emphasis. Trwve

Institute

—

—

—

6) Benchmarking is a process of measuring the performance of a company’s products,
services, or processes against those of another business considered to be the best in the

industry. T‘m

7) In organizations, there are typically three levels of management: top-level, middle-level,

and first-level. Tyvre =
(8) Management accounting concentrates on po&—mortem analysis. W

(9) Management Accounting is concerned with the adjustment in the value of assets, and of
profit in the light of changes in the price level. a2

—

(10) Management accounting furnishes useful accounting data and statistical information for
the decision — making process. Tor2—

(1) Managemen?Accounting is not based on double - entry system. " [maat—
(12)

Evaluation and control of performance is not a limitation of Management accounting. 7T yue_

Answer: p—
e

2

3

4

5
6

3. Fillin the blanks
INT

(1) Leanmanufacturing systemsthat seek to reduce wastg by implementing production
systems and focussing on Adannted “W‘%—@o.'w\\vna ‘T'(,JWLLO-T\;/:

(2)  There has been a paradigm shift in the role of the management accountant in the era of
globalisation. The focus shifted to Qk ¢
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(3) Management accountinith the simple aspect of w W W
alysisto &‘pport the

(4) Strategic management agcounting provides the financial an formula-
tion of successful&)"‘-‘jf

Introduction to Management Accounting

(5) é@o\ criteria are a set of standards for a company’s behaviour used by socially conscious
investors to screen potential investments

——

(6) Financial syres effective utilization of available financial resources in the long

period.
(7) The important objective of ' accoﬂnting is to organize the accumulated financial

data into meaningful information.

r—

Answer:
1
2
3

just-in-time (JIT) production systems, advanced manufacturing technologies (AMTs),
strategic analysis
Cost determination and financial control,

5 Environmental, social, and governance (ESG)

@)

(1)

(2)

(3)

(4) competitive strategies,
(5)

(6) Management,

(7)

7) Management.

S CMA Inter Management Accounting
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Chapter2
Activity Based Costing

1. Multiple Choice Questions

(1) Which of the following is a correct definition o@ctivity—based management? \

(@) An approach to the costing and monitoring of activities which involves tracing
resource consumption and costing final outputs. Resources are assigned to activities
and activities to cost objects based on consumption estimates. The latter utilize cost
drivers to attach activity costs to outputs. 0&

(b) The identification and evaluation of the activity drivers used to trace the cost of
activities to cost objects. It may also involve selecting activity drivers with potential
to contribute to the cost management function with particular reference to cost
reduction. N

(c) A method of budgeting based on an activity framework and utilizing cost driver data

ip the budget- setting and variance feedback processes. )N\
Msystem of managemer i b cost information for a variety of
purposes including cost reduction)fost modelin customer profitability analysis.

(2)  Which of the following characteristics would be an indicator that a company would
benefit from switching to activity based costing?

(@) Only one homogenous product is produced on a continuous basisX
(b) The existing cost system is reliable and has produced excellent results Pl

MOverhead costs are high and increasing and no one seems to know why

(d) The costs of implementing ABC out-weigh the benefits

(3) According to the Chartered Institute of Management Accountants (CIMA), cost attribu-
tion to cost units on the basis of benefits received from indirect activities e.g. ordering,
setting up, and assuring quality is known as:

(@) Absorption costing
) Marginal costing
VQC)/Actlwty based costing
(d) Job costing
(4) Inan ABC system, which of the following is likely to be classified as a batch level activity?
Machine set-up \/

CMA Inter Management Accounting . s e
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(b) Product design
(c) Inspection of every item produced
(d) Production manager’s work
(5) Activity based costing:
(@) Uses a plant wide overhead rate to assign overhead 3(
(b) Is not expensive to implement %
(c) Typically applies overhead costs using direct labour hours A

Mes multiple activity rates

(6)  Which of the following activities is not a batch level activity?

(@) Processing purchase orders %

\/cb')/Deggnmngroducts

(c) Receive raw materials from suppliers

(d) Setting up equipment
(7)  Which of the following is not included in batch level activities?
(@) Material ordering cost ')(
(b) Machine set-up cost Y.
(c) Iﬂspection cost X
\,@d’(Designing the product
(8) Assigning overhead using ABC often:

J&7” Shifts overhead costs from high-volume products to low-volume products

(b) Shifts overhead costs from low-volume products to high-volume products
(c) Provides the same results as traditional costing
(d) Requires one predetermined overhead rate
(9) In Activity Based Costing:
(@) Non-manufacturing costs may not be assigned to products Y

,\/(«b')/'Some manufacturing costs may be excluded from product costs

(c) Allocation bases are the same as those used in traditional costing methods
(d) Similar to traditional costing, ABC only uses one overhead cost pool

(10) In an ABC system, the allocation bases that are used for applying costs to services or
procedures are called:

(a) Cost Pool
Cost Driver

(c) Cost Absorption

. CMA lnterManagementAccounting|
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(d) Cost Object

(11) Which of the following would not be deducted from sales in a management report
prepared using ABC?

(@) Direct materials
(b) Direct labour
O —
(c) Variable selling and administration costs
vedo/Shuppung costs —> Crarged Lo froe J“H’W customens
(12) anitem for which cost measurement is required e.g. product, job or a customer
(@) Cost Pool
(b) Cost Driver

(c) Cost Absorption

(\ya’/Cost Object

(13) Which of the following is different in ABC when compared to traditional costing?

(a) Traditional costing and ABC costing usually yield very similar product costs 72X

In an ABC costing system, costs are only assigned to products that actually required
work that gave rise to a particular cost

(c) In ABC, batch-level costs are applied to products using unit-level bases

(d) Under traditional costing, batch-level costs are shifted from high-volume products to
low-volume products

(14) Process of Cost allocation under Activity Based Costing is

(@) Cost of Activities—Activities—Cost Driver — Cost allocated to cost objects
(b) Cost Driver — Cost of Activities— Cost allocated to cost objects — Activities
,\)z)/Activities— Cost of Activities—Cost Driver — Cost allocated to cost objects

(d) Activities—Cost Driver — Cost allocated to cost objects — Cost of Activities

(15) Cost of maintaining a building is
(@) Unit Level Cost
(b) Batch Level Cost
(c) Product Level Cost

'\,Ld’)/FauIlty Level Cost

(16) should be subtracted from net product revenues instead of an arbitrary and illogical
apportionment.

(a) Facility Level Cost
(b) Product Level Cost
~le¥” Organizational Level Cost

CMA Inter Management Accounting . s e
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(d) High Level Cost

(17) The basis of apportionment of overheads which takes into account the profitability of
various departments is called:

<

(@) FIFO basis
(b) LIFO basis
(c) Ability to pay basis

\,(d( Activity basis

(18) Which of the following is the main cost driver o(cu_stomer order processing activity? _[

(@) Flow of the product from the assembly line X
Order value
(c) Number of problem suppliers
(d) Number of machine charges
(19) Painting the product would be an example of which activity level groups
(@) Facility-level activity
(b) Product-level activity
V(z)/Unit-IeveI activity
(d) Batch-level activity

(20) Which of the following tasks is not normally associated with an activity-based costing
system?

(a) Calculation of cost application rates "
(b) Identification of cost pools +~"
\,(Z/Preparation of allocation matrices

(d) Identification of cost drivers

(21) All of the following are examples of batch level activities except:

(@) Purchase order processing "
(b) Setting up equipmentn"

(c) The clerical activity associated with processing purchase orders to pro-duce an order
for a standard product \

Worker recreational facilities

(22) Plant depreciation is an example of which activity-level group?

(@) Unit-level activity

V(ab‘)/FaciIity—IeveI activity

(c) Batch-level activity

S CMA Inter Management Accounting
www.sjcinstitute.com e 8100 11 2222 MCQ Booklet 1 1



SJC

Activity Based Costing
Institute

(d) Product-level activity
(23) Under activity-based costing, ‘material ordering’is considered as —
(@) Unit-level activity
.Vébj/éatch level activity
(c) Product level activity
(d) Facility level activity

(24) Sams i nufacturer is developing a new line of ovens that uses
lﬂ\lﬂkdimm.\b Research and testing costs associated with the new ovens is
said to arise from a:

(@) Unit Level Activity
(b) Competitive Level Activity
(c) Facility Level Activity

\yal')/Product Sustaining Activity
(25) The salaries of rmanufacturing plant’s management gre said to arise from:

(@) Unit Level Activities
(b) Batch Level Activities
(c) Product Sustaining Activities

,\@/Facility Level Activities

(26) The division of activities into unit level, batch level, product sustaining level, and facility
level categories is commonly known as a

(@) Cost Object

(b) Cost Application Method
\/(z)/Cost Hierarchy

(d) Cost Estimation Method

(27) The main reason for the usage of Activity Based Costing, by replacing the traditional
costing system is that:

(@) The overhead recovery rates used in traditional costing systems are inappropriate for
decision-making. X

Jb’rThe companies deal with more number of products at present

(c) No scope for cause and effect relationship in traditional costing

(d) The new manufacturing technology needs information for feedback of performance
even the product is in progress.

(28) Costs that are caused by a group of things being made or processed at a single time are
referred to as:

(@) Product-level costs

CMA Inter Management Accounting . s e
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(b) Cost pool
(c) Organizational-level costs
Batch level costs
(29) The following statements have been made in relation to activity-based costing:
(1) A costdriver is a factor which causes a change in the cost of an activity TRae_

(2) Traditional absorption costing tends to u&er—estimate overhead costs for high
volume products Which of the above statements is/are true? Faflne_

1 only
(b) 2only
(c) Neither 1 nor2
(d) Both1and2

(30)\’Ve;/yof the following statements is true about activity-based costing (ABC)?

ABC is a costing method designed to provide managers with cost information for
strategic and other decisions that potentially affect capacity and therefore “fixed”
costs

(b) ABCis an ordinary a replacement, rather than a supplement for, the company’s usual
costing system

(c) Most organizations that use ABC have only one costing system that serves the needs
of external reports and internal decision-making

(d) In practice, ABC can only be done one way correctly, meaning that different “flavors”
are not allowed

(31) To calculate activity rates, all of the following are necessary except:

(@) Determine the total activity for each cost pool that would be required to produce the
current product mix "

(b) Determine the total activity for each cost pool that would be required to serve
present customers -

(c) Calculate activity rates by dividing the total cost for each activity by its total activity

Calculate activity rates by dividing the total cost for each activity by the percentage
of the activity allocated to the product

(32) Activity-based costing:
(@) Uses a plant-wide overhead rate to assign overhead X

(b) Is not expensive to implement X

(c) Typically applies overhead costs using direct labor-hours>X
\}ala/ Uses multiple activity rates

S CMA Inter Management Accounting
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(33) Cost atﬂoution to cost units on the basis of benefit received from indirect activities, such
as ordering, setting-up, assuring quality is Known as:

(@) Allocation
\,éb{ Activity-based costing
(c) Always better control
(d) Absorption

(34) In activity-based costing, the allocation basis used for applying costs to services or
products is called— -

vﬁa')/Cost driver

(b) Cost object

(c) Allocation
(d) Application

(35) In activity-based costing, an item for which cost measurement is required is called —

(@) Costdriver
r\,éb‘)/ Cost object
(c) Allocation
(d) Cost pool
(36) A homogeneous cost pool is one that:
(@) Does not change over time X
(b) Needs many activity drivers to be allocated to a cost object 7(
‘v(z)/Can be explained with a single activity driver
(d) Has only one type of material assigned to it
(37) Review cost of commercial loan applications is cost.

\/Mf Unit level

(b) Facility level

(c) Batch level
(d) Product sustaining

(38) InTraditional absorption costing system cost are first traced to:
(@) Activities

MOrganizational unit

(¢) Products

(d) Cost centers

CMA Inter Management Accounting . s e
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.
(39) An Activity-Based Costing, an inspection of the productisa______level activity:
(@) Unit
\)b‘KBatch
() Product
(d) Facility
(40) ABC s defined as cost attributionto __ on the basis of benefit received from indirect
activities.
WCost units
(b) Cost objects
(c) Cost centres
(d) Production units
(41) Which of the following is not a correct match?
Activity Cost Drivers
(@) Production scheduling Number of production runs™~"
(b) Dispatching No. of Dispatch orders ~"
(c) Goods receiving Goods received order ¥
,&B’ Inspection Machine hours X

(42) Basic types of cost pool allocations include:

,\_(aa/AIIocation of costs to segments, products, and services
(b) Determining inputs for CVP models
(c) Establishing cash flows for capital budgeting analyses
(d) Reallocation of costs among service departments

(43) Activity based cost systems would probably provide the greatest benefits for organiza-
tions that use

n\,(a@b order costing]

(b) Process costing

(c) Standard costing
(d) Historical costing

(44) Under a traditional costing system, which of the following costs would likely be classified
as indirect with respect to the various products manufactured?

(@) Plant maintenance

(b) Factory supplies

(c) Machinery depreciation

‘/Gdﬁ/AII of the above

S CMA Inter Management Accounting
www.sjcinstitute.com e 8100 11 2222 MCQ Booklet 1 5
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(45) PKS Ltd. is changing from a traditional costing system to an activity based system. As a
result of this action, which of the following costs would likely change from indirect to
direct?

—

(a) Direct materials, factory supplies P
———————

(b) Production setup, finished-goods inspection & direct materials )X
,\Moduction setup, finished-goods inspection and product shipping
(d) All of the above
(46) Which of the following statements about activity based costing is false?
Mctivity based costing cannot be used by service businesses.

(b) In comparison with traditional costing systems, activity based costing tends to use
more cost pools and more cost drivers.

(c) In comparison with traditional costing systems, activity based costing results in less
cost averaging of various diversified activities.

(d) Incomparison with traditional-costing systems, activity based costing results in more
costs being classified as direct costs.

(47) Which of the foIIowin to be classified as a batch level activity in an activity
based costing system? -

(@) Quality assurance v

(b) Receiving and mspectlon

ey | Property taxesS: kﬁ:«%

(d) Production set-up

Answer:

1l d 7. d 13b 19 c 25d 31 .d 3 a 43 a
2 ¢ 8 a 14 c 20 c 26 c 32 d 38 b 44 d
3. c 9 ' b 15 d 21: d 27 b 33 b 39 b 45 ¢
4  a 10 b 16 ¢ 22 b 28: d 34 a 40 @ a 46 : a
5 d 11 d 17 d 23 b 29 a 35' b 41 d 47 i ¢
6 b 12:d 18 b 24 . d 30 a 36 ¢ 42 a

2. State True or False

(1)  The purpose of moving from a traditional costing system to an ABC system must therefore
be based on the premise that the new information provided will lead to action that will
increase the overall profitability of the business. Tae.

(2) Traditional product costing systems were designed when most of the companies
manufactured a narrow range of products” {2

(3) Activities comprise of units of work or tasks. Tz

CMA Inter Management Accounting . s e
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(4)  Unit-level activities (also known as volume-related activities) are performed each time a
unit of the product or service is produced. TpAe_

(5) The term cost pools are used to describe a location to which overhead costs are initially
assigned. Towve

ca-
(6) An ABC analysis carpot reveal the cost of each activity within an organization. F_dbea

(7)  ABC recognizes the increased complexity of modern businesses with its multiple cost
drivers, many of which are transaction bas?d rather than volume based. o v

(8) ABC tends to burden low-volume (new) products with a punitive level of overhead costs
and hence threatens opportunities for successful innovation if it is used without due care. et

(9) ABCis pét a complement to Total Quality Management (TQM) and it provides quantita-
tive data that can track the financial impact of improvements implemented as part of the

TQM initiative. Falo2—
(10) Activity based costing ispd’t expensive to implement. Faloe—

Answer:

—_—

— 0 00 i

3. Fillin the Blanks
(1) Designing prodes activity is not a Ba*d/\w W”bd

(2) LGanappliance manufactureris developing a new line of ovens that uses controlled-laser
technology. Research and testing cost a'ss,ociated with the new ovens is said to arise from
a 4<j:~\’

(3) Costs that are caused by a);)rouvp of thingg being made or processed at a single time are

referred to as Baden
Activity-based costing uses MMW@W

An item for which cost measurement is required in ABC is called C-OQb ebj‘"b

A method of allocating indirect costs to cost objects that correlate a product’s consump-
tion of overhead resources with the number of units produced is known as

valuuwe boo2d
cenks dniven

S CMA Inter Management Accounting
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7)  Atwo-stage cost assignment assigns reiource costs to activity ____V ‘ and then to 00&4-6023
8) Value-added activities- for which are willing to pay.

(
( .
ﬂ AL k— W\LL,
(9)  Basic types of cost pqol allocations include a,QLoQAIUIWtO pro d g<_rw0~"
(

10) A %ty supports the production of a specific product or service.

Answer:

(1) Batch level activities

(2)  Product sustaining activities

(3) Batch level cost

(4)  Multiple activity rates

(5) Cost object

(6) Volume based cost drivers

(7)  Cost pools, cost objects

(8) Customers

(9)  Allocation of costs to segments, products & services

(10) Product level.

4. Multiple Choice Questions:

(1)  Acompany makes two products using the same type of materials and skilled workers. The
following information is available:

Particulars  ProductA  ProductB

Budgeted volume (units)

Material per unit (Z){t et ') 10|M 20
Labour per unit UT.H_V:TES—) 5 |Lhar ZOQLH'r

Fixed costs relating to materlal handling amount to %1,00,000. The cost driver for these
costs is the volume of material purchased.

General fixed costs, absorbed on the basis of labour hours, amount to 1,80,000.

Using activity based costing, what is the total fixed overhead amount to be absorbed into
each unit o o the nearest whole %) ?

(@) %113 veluumt g_(s MM«WW

M7 3120 o esd A = 1% 1010 .. l:':—;bo
(c) %40 MMWJ = QA 26000 = =
(d) %105 Todal mad pu

(2) A company uses traditional standard costing system. The inspection and set-up costs
are actually 1,760 against a budget of 32,000. ABC system is being implemented and

CMA Inter Management Accounting . s e
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accordingly the number of batches is identified as the cost driver for inspection and set
up. The budgeted production is 10,000 units in batches of 1,000 units whereas actually

_Q-OGG-uﬁrtswere-mUd'utEd'm‘lTbatch'er‘Fhe‘Cost per batch under ABC system will be
(a) %160 no-of Gateles = (0,000 _ |0 Badely
T~ 2200 \000
(c) %180
(d) %220

(3) X Company uses activity-based costing for Product B and Product D. The total estimated
overhead cost for the parts administration activity pool was 5,50,000 and the expected
activity was 2000 part types. If Product D requires 1200 part types, the amount of overhead
allocated to product D for parts administration would be:

(@) %2,75,000 SSOOVO v, (200 = T 3,306 000
(b) 3,00,000 2000

(er”33,30,000

(d) %3,45,000

(4) FastLtd. manufactures three types of products A, B, and C following ABC System. During a
period, the company incurred 73,000 as inspection cost and it was worked for 10, 20 and
9 production runs respectively for producing products A, B, and C. The inspection costs

for product B under the ABC system was:
— oo Auns —> €F3,000
(@) 15,000 34 pw&‘*‘i""""’

A7 40,000 32000, 20 = t FFYL
X p—

(€ 18,000 29

(d) 24,000

(5) A company manufactures and sells packaging machines. It recently introduced activity-
based costing to refine its existing system. Each packaging machine requires direct
materials costs of ¥50,000; 50 equipment parts; 12 machine hours; 15 assembly line hours
and 4 inspection hours. The details about the cost pools, allocation bases and allocation
rates are given below:

Indirect cost pool Cost allocation base Budgeted allocation rate

Material handling No. of component parts I8 perpart &XSO = 400
Machining Machine hours 268 per machine hour x|2—.= & L6

Assembly Assembly line hours %75 per assembly hour X \& = s

Inspection Inspection hours %104 per inspection hourwd= q\6

The company has received an order for 40 can-packaging machines from a customer.z._:r_sj
Using activity-based costing, indirect costs allocated to the order of the customer would

P Lo nadunes = Q;:}S-'—‘f)(qD
(@) 1,30,850 _ | ‘ 0 wo
www.sjcinstitute.com e 8100 112222 CMA ’"te’Ma”ageme”;”‘:_g‘;i’;Z’i 1 9
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(b) %1,25,280
(c) %1,15,050

A7 21,10,280

6) A company operates an activity based costing (ABC) system to attribute its overhead
costs to cost objects. In its budget for the year-ending 31st August, 2022. The company
expected to place a total of 2000 purchase orders at a total cost of ¥1,00,000. This activity
and its related costs were budgeted to occur at a constant rate throughout the budget
year which is divided into 13 four week periods.

During the four-week pariod ended 30th June 2021, a total of 200 purchase orders were
placed at a cost ofk 9,000. Jhe over recovery of these costs for the four-week period was

(8) ¥2,000 ek @u., W oI = L_O;OJ_EQ - &0

—

(b) ¥ 3,000 2000
0
(@ %1,500 Aern = 200XSD = f‘/
I 31,000
Ceak Z1600
(7)  The following information relate to ABC oUW Uld —_—
Activity level 60% —> 80%
Variable costs (%) 12,000 16,000 4000
Fixed costs (%) 20,000——22,000 2000
The differential cost for 20% capacity is 6 oD
/
(@) %4,000
(b) 2,000
\)12/?6,000
(d) 5,000

(8) A company manufactures 500 units of product AX the material cost to manufacture is
1,50,000, Labour cost %2,65,000. Material reordering cost is 34,500, Material handling cost
is 32,500 Material order — 35, Material movement - 20.

Total Material cost under Activity based costing is.

3000
(@) 554 + \'\m +\£DD > A\ S/
(b) 4,22,000 \SDODY
31,57,000
(d) 21,084
Answer:
1 b 4 i b 7 C
2 b 5id 8 ¢
3ic 6 id
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Marginal Costing

1. Multiple Choice Question (MCQ)

(1)  To obtain the break-even point in rupee sales value, total fixed costs are divided by:

(@) Variable cost per unit;
(b) Contribution margin per unit;
(c) Fixed cost per unit;

\/Ld')/Proﬁt/vqume ratio.

(2) The break-even point is the point at which:

\M\ere is no profit, no loss; .

(b) Contribution margin is equal to total fixed cost;

(c) Total revenue is equal to total cost;
(d) All of the above.

(3)  The primary difference between a fixed budget and a variable (flexible) budget is that a
fixed budget:

(@) includes only fixed costs, while a variable budget includes only variable costs.

(b) is concerned with only further acquisitions of fixed costs, while a variable budget is
concerned with expenses which vary with sales.

(c) cannot be changed after the period begins, while a variable budget can be changed
after the period begins.

isaplanforasingle level of sales (or other measure of activity), while a variable budget
consists of several plans, one for each of several levels of sales (or other measures of
activity).

(4) Margin of safety is referred to as:

(@) Excess of actual sales over fixed expenses; o(

(b) Excess of actual sales over variable expenses; h(
‘__/'
\)Q/Excess of actual sales over break-even sales;
————

(d) Excess of budgeted sales over fixed costs.

S CMA Inter Management Accounting
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Contribution margin is known as
Vﬂa’)/Marglnal income
Gross profit
(c) Netincome
(d) Net profit
aq F
(6) Fixed cost per unit decrease when

—_ u,t = 000
MOduction volume increases wo B‘k

rc= tooe2V

(b) Production volume decreases =C fqud' = oo cv0 - |ooU® o

(c) Variable costs per unit decreases S00 O (o a0

(d) Prime costs per unit decreases = =20 - | 0
—

—

7)  Within a relevant range, the amount of variable costs per unit

(a) Differs at each production level
\,(b')/Remalns constant at each production level
(c
(d
Margin of safety is referred to as

\/@‘)/E:(cess of budgeted or actual sales over the variable expenses and fixed expense, at
break-even.

~

Increases as production increases

~

Decreases as production increases

Excess of budgeted or actual sales revenue over the fixed expenses.
Pof actual sales over budgeted sales. ‘\
Excess of sales revenue over the variable expenses.

(9)  Under marginal costing system, the contribution margin discloses the excess of

(@) Revenue over fixed costs™

) Projected revenues over the break-even pomi‘)k

‘_/(,ej/evenues over variable costs x/

(d) Variable costs over fixed costs

(10) A decrease in sales price
———

(@) does not affect the break-even point

(b) lowers the fixed cost

v({)/lncreases the break-even point

(d) lowers the break-even point

CMA Inter Management Accounting . s e
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Answer:

R
4 i ¢
5:ia
6  a
7.b
8 C
9 ¢
10 c
2. State True or False

(1)

—_ o~ o~~~
@) )
= L ==

Marginal costing and absorption costing will report different profit figures if there is any
change in the volume of inventory during the period. Pewe
—

Another term for marginal costing is variable costing. VA2
For the marginal cost, the stock will be s\alculated on total cost. F'a}bb
The P/V ratio will be equal to the’profts by the sale ratio Feloe

E in marginal costing is Break entity profit Falne CM W @M)

The kind_of cost which will not differ due to the volume of the production is called Fixed
cost T

Under High and Low Point method, the output at two different levels is compared with
the amount of total costs incurred at these two points. AL

In Analytical method of calculating marginal costing, it is determined on the basis of past

records. Faloe

Margin of safety will be ¥ 37,500 if Profit is ¥ 15,000 and P/V ratio is 40%. “\~~e_

e ———

Differential cost is the economist’s concept of marginal cost. Tywe

Marginal Costing is the practice of charging all marginal costs to operations processes or
products and deducting all fixed costs against the profits for a particular period in which

they arise. [z

Marginal cost may also be defined as the“cost of producing one additional unit of product.” Twe.

Addition of variable cost and profit to contribution is equal to selling price. e

Fixed costs remain unchanged or constant for the entire volume of production. {2

Marginal cost remains the same per unit of output irrespective of the level of activity. TenA2

Marginal cost per unit is not constant in nature and helps the management in production

planning. Fale-2

@ wwwsicinstitute.com (W 8100 11 2222 CMA Inter Management Accounting | - €3 73
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,

17) Selling prices do not remain constant forever and for all levels of output due to competi-
tion, discounts for bulk orders, changes in the general price level, etc. To\A2—

(18) Fixation of selling price in the long run can be done without considering fixed costs. 'Fa.QD-&.-

————
(19) Break-even analysis can be used to help management select an action when several

alternatives exist. Tarwa.

(20) C\/,Pgnalysis looks at the effect ofmariations o@nd opergfing profifl. 'F—vm_..
o~ Wy o

Answer:
1 Tue 5 False 9 True 13 True
4 False 8 False  12. True  16. False

3. Fillin the Blanks

(1) Ifthetotal cost of 1000 units is ¥ 60,000 and that of 1001 unitsis T 60,400, then the increase
of ¥ 400 in the total cost is w Ceal .
(2) The costing method where fixed factory overheads are added to inventory is ¢alled .
g  fixe y sal \,_Fa my“, 3,

roduct is —@

[V VIV X W'
The marginal cost of change in the total cost when the quantity o
Contribution margin in marginal cqstirg is aJso known as mﬂm AL AN

Fixed cost is also referred to a in the marginal costing technique.

3)
4)
(5)
(6) Anincrease in the variable cost \MW baealt ever
7)
(8)
9)

Under marginal costing, the stock is valued at vaniable esala W‘ﬂﬁ
Marginal cost is equal to Camt, toet & Vo atole owrtressls

While computing contribution in marginal costing,&s_l%:—- vows able eonts
(10) The marginal costMl tO@imO Coal + wu_n_.

Break-even Chart is a graphical representation of the P ealt. emev “”"-“Ld@-b

costandrevenue data (breakeven charts) can be more easily understood by non-financial

managers, . =
(13 is the result of @n alternativecomf action.

(14) A management of any type of business organization is confronted with the problem of
making appropriate LoD

(15) Differential cost analysis is carried on using oply/\-&’-wﬁjd_w:'&
(16) The main point which distinguishes %ential as that change in fixed cost

when volume of production increases or glﬁcreases by a unit of production.
(17) Fixed production overheads under are charged to tae product to be subsequently
released as a part of goods sold.

CMA Inter Management Accounting . s e
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The ( to be charged for a product or service is often one of the most important

decisions made by managers.

When the conditions prevailed both internally and externally areb to the companies,

they usually plan to earn some planned profit

The decision about whether to produce parts and components in-house, or to sub-con-

tract work to external suppliers, is referred to as the ¥lade 6

Answer: &ﬁ

Marginal cost,

Absorption costing,

increased by one unit.,

Marginal income,

Period cost,

Improves margin of safety,

Variable Cost,

Prime cost plus variable overheads,

The total marginal cost gets deducted from total sales revenue,
Prime cost plus all the variables overhead,
Break- Even Analysis,

Graphical representation,

Differential cost,

Decisions,

Relevant costs,

Marginal cost,

Absorption costing,

Price,

Favourable,

‘Make-or-buy decision’

4. Multiple Choice Question (MCQ)

(1)

wwwisicinstitute.com (W) 8100 11 2222

Determine Margin of safety if Profit is ¥15,000 and P/V ratio is 40%.

[a¥7%37,500 o0
b Q.K‘O/’
(b) 33,000 Qo7

(c) 38,000

CMA Inter Management Accounting 2 5
MCQ Booklet



SJC

Marginal Costing
Institute

(d) None of the above
(2)  What is Margin of Safety if Sales is 20,000 units and B.E.P is 15,000 units?

\/Z:KBOOOunits Mo = C 0 — ReP a \
5000 unit
- 20000 Wb - SO U

(c) 10000 units )
(d) 20000 units < S‘NO(A&

Calculate margin of safety if sales is ¥3,00,000 and B.E.P is ¥ 4,50,000.
——
(@) 1,00,000
(b) %1,50,000
\_)Q/Amount of sales < B.E.P, therefore no margin of safety

—
w
~

(d) None of the above Condlo= &0, 600 ~0, 600 = Yo, vD
(4) Determine sales in rupees for desired profit if fixed cost is 10,000, Variable cost is 30,000,
Sales is 350,000 and desired profit is %5,000. q _—
. 9 - o/.
EZ)) 373,500 P allio = .9’_&—0%74 |00
375,000 COND
. SooO (@)
7 737,500 ( OValio Mo7.

(5)  What will be sales in rupees for desired profit if fixed cost is ¥30,000, desired profit is
315,000 and P/V ratio is 30%?

ke 21,50,000 Lalen s 20,000+ |SOOO0 - HLooO

(b) %1,00,000 20Y. zo?
() ¥2,00,000 - T |fooowo

(d) None of the above

(6) Calculate sales in rupees for desired profit if fixed cost is 10,000, selling price is 320 per
unit, Variable cost is %15 per unit and desired ;troﬁt is %1 per unit.

—

(@) 20,000 ~ 0TV,
A m D = S \O0D =
vaaﬁso,ooo N gx
(©) 270,000 worol wndzs =W
(d) %10,000

(7)  Determine sales in units for desired profit if Fixed cost is 15,000, desired profit is 35,000
Selling price per unit is 20 and Variable cost per unit is 16.

\)aﬁ/gs,ooo units otz 2016 =T Y

(b) 5000 s Cunds) = \SDOO ASPOO = 20000
(c) 10,000 4 9 )
= S000 wls
CMA Inter Management Accounting s
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|
%10,000 units
(8)  What will be sales.in units if fixed cost is ¥50,000 Contribution per unit is ¥60 and desired
profit per unlt B‘% A Q-GM = VL 7 0= g‘OO’OO
(@) 6,000 unlts O
Q 2 S‘O(J"@
(b) 1,000 W= E'D,o-czo-t- low
. O .
\/Krfﬂ,OOOumts bow > COEOD 4 | ov - 500 u_b;

(9) Determine B.E.P in units and amount if Units produced &g®10,000, Fixed cost is 340,000,
Selling price is 50 per it and Variable cost us 230 per unit. Lonko'= FE 20

(@) 40 per unit, 32,000,000 < O
BePCM\*Jf)" Fc . Aooo

(b) %50 per unit, #10,00,000 v A 20
220 #,%1,00,000 - 2 oetowwds
(c) per u D XgD o
\(g)/ﬁone of'the above = FI 00000
(10) Determine B.E.P if Sales is ¥1,00,000, Variable cost is 50,000 and Profit is 320, 000
760,000 Lalss =\, 00,000
(b) 40,000
_ co, 00O
(c) 80,000 Ve
(d) None of the above Mbh X so, ov © (B( F) \/
Answer: — FC’ CBD D-DOS
1 a - - 20, 0o O
2 b E o 10D > @'/'.
-~ - 00
3 a Py oJXo = So, X
A d | oooO D
5 a
6 b FC— p &é f
-/'
7 a P v AAJJ.,O
8 ¢
o ¢ 2 06O £bo, 090
..... 10 a 24
www.sjcinstitute.com G 8100 11 2222 cmMA ImerManagemen,;,’ig‘;%ZZ?egt | 27



SJC

Applications of Marginal Costing in Short Term Decision Making

Institute

Chapter4
Applications of Marginal Costing

in Short Term Decision Making

1. Multiple Choice Questions

(1) Ifthetotal cost of 1000 units is ¥ 60,000 and that of 1001 units is 60,400, then the increase
of 400 in the total cost is:

(@) Prime cost
All variable overheads
\/(Z)/Marglnal cost
(d) None of the above
(2)  Which of the following statements are true about marginal costing?
(@) Inmarginal costing, fixed costs are treated as product costs)(

(b) Marginal costing is not an independent system of costing.”"

(c) The elements of cost in marginal_costing are divided into fixed and variable
components

.V(deoth b andc

(3) The costing method where fixed factory overheads are added to inventory is called:
(@) Activity-based costing
.V(«b')/Absorption costing
(c) Marginal costing m _ve = Q\,\'ﬁg"\
(d) All of the above -
(4)  While computing profit in marginal costing:
(@) The fixed cost gets added to the contribution
\/éb‘)/The total marginal cost gets deducted fro
(c) The total marginal cost gets added to total sales revenue
(d) None of the above

total sales revenue

(5)  Which of the following assumptions are made while calculating marginal cost?

(a) Total fixed cost is constant at all levels of output —

CMA Inter Management Accounting . s e
28 MCQ Booklet @ www.sjcinstitute.com 8100 11 2222



SJC

Institute

Applications of Marginal Costing in Short Term Decision Making

(b) Total variable cost varies according to the volume of output ~

(c) All elements of cost can be divided into fixed and variable components

\,cer)/AII of the above

(6) Contribution margin in marginal costing is also known as:

(@) Netincome

(b) Gross profit
\M/larginal income

(d) None of the above

(7) The term‘Contribution’ refers to the:

V(a‘)" Exc_ess of seIIj_r_mg_pﬂ_ce over variable cost per unit
(b) Difference between the selling price and total cost
(c) Subscription towards raising capital
(d) None of the above

(8)  Which of the following techniques of costing differentiates between fixed and variable
costs?

,)a')/MarginaI costing
(b) Standard costing
(c) Absorption costing
(d) None of the above
(9) Fixed cost is also referred to as in the marginal costing technique:
(@) Total cost
(b) Product cost
"(o)/Périod cost
(d) None of the above
(10) Variable cost is also referred to as in the marginal costing technique:
(a) Total cost
_B7 Product cost
(c) Period cost
(d) None of the above

(11) The margin of safety, which is the difference between actual sales and break-even point,
can be improved by:
-—

V(a')/Lowering variable costs

Véb'f' Lowering fixed costs

S CMA Inter Management Accounting
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.
(c) Ingreasing sales volumes
All of the above
(12) The profit/volume ratio in marginal costing can be improved by:
(@) Lowering fixed costx P\I/L,a;t’vO - Mn v | o
\/ﬁrlincreasing the selling price —S _Cal.U)

(c) Increasing variable cost

(d) None of the above

(13) Under marginal costing, the stock is valued at:
(a) Total Cost
(b) Fixed Cost

Mariable Cost

(d) None qf the above
(14) The B%aat'which total revenue is equal to the total cost is known as:

———————

(@) Margin of safety

Véb‘r Break-even point
(c) Bothaandb areincorrect
(d) Both a and b are correct

(15) The cost that does not fluctuate based on the volume of the production is known as:

(@) Variable cost
\,@b’f Fixed cost
(c) Semi-variable cost
(d) None of the above
(16) Fixed cost includes:
(@) Property taxes ~"
(b) Rent~—"
(c).—I;;t—Jrance premium A
All of the above
(17) Variable cost includes:
.\,(a')/Cost of raw materigls ~
(XT Salaries and wages
( —
(d) All of the above

Electricity bills—

CMA Inter Management Accounting . s e
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(18) Marginal cost is equal to:
(@) Variable overheads

Prime cost plus variable overheads
N ——

() Prime cost minus variable overheads
(d) None of the above
(19) Marginal costing is also called:
\Jaa/V;riabIe costing
(b) Total costing
(c) Marginal costing

(d) Activity based costing

SJC

Institute

(20) What is the opportunity cost of making a component part in a factory given no alterna-

tive use of the capacity?

(@) The variable manufacturing cost of the component

(b) The total manufacturing cost of the component

(c) The total variable cost of the component

\,(dr Zero

(21) The difference in total cost that results from two alternative courses of action is called:

(@) Relevant Cost

(b) Opportunity Cost
-\,Lz)/Differential Cost

(d) Marginal Cost

Another name for‘Contribution’is:
,Ja‘)/MarglnaI Income

(b) Gross Profit

(c) NetlIncome

(d) None of the above

(23) Relevant costs are:

(@) unavoidable, future and measured by cash
(b) avoidable, future and measured by cash
er avoidable, future and measured by profit
(d) unavoidable, future and measured by profit
(24) Which one of the following statements is true?

(@) Non-cash costs are always relevant.D

S—
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Opportunity costs are always relevant.

g\l

(c) Sunk costs are always relevant. D&

(d) Committed costs are always relevant.OX

—

25) Which of the following costs would not be accounted for in a company’s recordkeeping
system? —

(@) anunexpired cost
(b) an expired cost
(c) aproduct cost
an opportunity cost
(26) A fixed cost is relevant if it is:

—

(@) uncontrollable.

AT avoidable

(c) sunk.

(d) aproduct cost.

Answers:

1l ¢ 5 d 9 ¢ 13 c 17 a 21 c 25 d
2 d 6 c¢c 10 b 14 b 18 b 22 a 26 b
3ib 7 a 11:d 15i b 19 a 23 ¢

4 b 8 a 12 b 16 i d 20 d 24 b

2. State True or False
(1) Marginal costing is a systerr of costing W

(2) Key factor is important in ascertaining the profitability Taue_

(3)  Under marginal-costing technique, fixed costs are charged off to revenue fully during the
period in which they are incurred but not taken into account for valuing inventories Taw2—

(4) Plantand machinery may depreciate more quickly when kept idle than when being used. JsA 2.

(5)  When a new product is introduced in the market, the selling price is fixed below the
marginal cost in order to make the new product more popular. T2

(6) Sometimes, the government allows import quota against foreign exchange earned. Profit
t may be more in such cases. Trwe

(7)  Maximum use or absorption of fixed costs will be the ultimate aim of any business. Tre

(8) The problem whether to use a machine or produce by hand labour or use any combination
of machine and labour can be best solved by the usage of marginal-costing technique. T

(9)  The management is often confronted with the problem of product pricing. T e_

CMA Inter Management Accounting . s e
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(10) Price under normal circumstances for@ longer period ghould be based on the total costs. TRz

(11) The decision on the closure of a department or discontinuance of a product or a section
of a business can be made by applying marginal-costing technique. Tanal_

(12) Marginal-costing technique is also used in planning the profit level of the business. Tw

Answers:
False

True

3 True

3. Fillin the Blanks

manufactured in (instead of buying) the factory by replacing the other work, theloae

(1)  When there is no idle (unused) capacity and at the same time the component part is ”n
from the displaced work has to be considered along with the marginal cost of production‘f

(2)  Quite often the management of a manufgcturin pany will face the problem whether
acomponentora product should beo*’jb’#om an outside source (suppliers) or manufac-

———

tured by the company itself .
(3) Wlf therais any Y ! S ub be taken before arriving at a decision.
(4; W Is the main criteria to decide the profitability of any business concern.

are classified into fixed and variable in marginal costing.

6) ThM;?eLr;ent of each month will show the same amount of fixed costs irrespec-
P ——

(

tive of the volyme of sales.
(7% éo ting is glso termed as Relevant Costing or Incremental Analysis.
(8)"%'8&35 r%gg?g\?i,agany standard for the evaluation of performance which is provided

by standard costing and budgetary control.

(9W also KNoOwn as ision model, is the process of evaluating two or more alternatives
leading to a final choice, known as Alternative Choices Decisions
(1% is[a process of making choices.

S CMA Inter Management Accounting
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n revenue is the amount of increase or decrease in revenue expected from a particu-
IW}S compared with an alternative.

—

(1 262 actors are difficult to quantify in monetary terms.

(1 3)E/Iake or buy decision [s also referred to S.E::( %e;cmon.

(14) The decision to eliminate an"~* ! pe?Sduct is a special case of product profitability
evaluation. . W

(15) The decision whether a product should be sold at the l or processed further is faced

by many manufacturers.

Answers:

(1)  loss of contribution, (6) income, (11) Relevant (differential),
(2) Purchased, (7) Differential, (12) Qualitative,

(3) limiting factor, (8) Marginal Costing, (13) outsourcing,

(4) “Contribution’, (9) Decision-making, (14) unprofitable,

(5) Costs, (10) Managerial, (15) split-off point.

4. Multiple Choice Questions

(1) PQR Ltd. manufactures a single product which it sells for ¥ 40 per unit. Fixed cost is ¥
60,000 per year. The contribution to sales ratio is 40%. PQR Ltd.s Break Even Point in units

'(:) 3500 iy Covetl” = Uo7 ,—%uoﬁ b
(b) 3700 .o 600‘00 230 s
\}4420 Bet -’7r iomw TR —

(d) 4000

(2) Tf a manufacturing company is %1,60,0048,000.
Vartabte-cost per unit. The PV ratio will be:
20% s oo O
(a) 20% Rep 2 FC lLooDO = Y&

(b) 40% ev K
e PR o astio = Ygo00
(d) 25% cotin = U0 o000 _207'
(3) Product A generates a contribution to sales ratio of 40%. Fixed cost directly attributable to

Product A amounted to ¥60,000. The sales revenue required to achieve a profit of 15,000
is

@ T200000  gp = FC+ ‘,W%J( boopo t+\SUO O
¥ 1,85,000 G)'VK Yo ./

Je)/ﬂsnoo - £ (2700
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(d) ¥2,10,000

V E
(4) XYZ Ltd. makes a special gadgetfertexcar it s. The machine for the gadget
works to full capacity andinc @ %40 Lakhs regpectively as Variable and Fixed
Costs. If all the gadgets were purchased from e supplier, the machine could be

used to produce other items, which would earn a total contribution of ¥ 25 Lakhs. What is
the maximum price that XYZ Ltd. should be willing to pay to the outside supplier for the
gadgets, assuming there is no change in Fixed Costs?

P 40 Lakhs - b4 - cL+28L=Uol
(b) %65Lakhs (&AM W’V‘ ﬁ = —
(c) 25 Lakhs
(d) %15 Lakhs

(5) Zee Products Ltd. manufactures four products e.g. Product E, Product F, Product G and
Product H using same raw materials. The input requirements for Products E, F, Gand H are
1kg, 2kgs, 5kgs and 7kgs, respectively. Product-wise Selling Price and Variable Cost data
are given hereunder:

Products E F G H
Selling Price ) 100 : 150 . 200 : 300
Variable Cost () —56——0_ 100 : 125

Assum@ material availability isja limiting factor, the correct ranking of the products
would Ke:

(@) EFG&H
P EFH&G
() FEG&H
(d) FEH&G

(6) X Ltd. has 1000 units of an obsolete item which are carried in inventory at the original
price of ¥ 50,000. If these items are reworked for ¥ 20,000, they can be sold for ¥ 36,000.
Alternatively, they can be sold as a scraR for 6,000 in the market. In a decision model
used to analyze thd reworking proposal, the opportunity cost should be taken as

(a) 16,000
\_r 26,000
() 30,000
(d) 20,000

(7)  The sales and profit of a firm for the year 2021 are ¥1,50,000 and 320,000 and for the year
2022 are %¥1,70,000 and % 25,000 respectively. The P/V Ratio of the firm is

(a) 15% PUaalio = AW S0 -~ o< V-
(b) 20% = 920000
A Sedes

S CMA Inter Management Accounting
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\MS%

(8)

(d) 30%

A company has a break-even point when sales are ¥ 3,20,000 and variable cost at that
level of sales are ¥2,00,000. How much would contribution margin increase or decrease if
variable expenses are dropped by ¥30,000?

(@) Increase by 27.5% Rep T = _Y____R = 326000

\M\crease by 9.375% ¢ = Lo OO O
(c) Decrease by 9.375% __ve S o6 5@6
o (d) Increase by 37.5% \:C— ‘ 2000 ®)
9

same is available in the market ag . Continuous supply is also fully assured. The

break-up of costs per unit is as fo le - M(OV\ — O
Materials:22.75 D ( RC PU —
calen

Labour:31.75 C &L h)

A radio manufacturer finds that s %16.25 per unit to make a ¢ thonent, the

Other variable expenses: % 0.50 CKC,) o0
Depreciation & other fixed costs: ¥ 1.25 CTW@)\) /wm - Q00O % \

The best option for the manufacturer will be Z

_\)af)/l"o make R o sont coL 1S _ Ol . ’5‘7’{7

(10

(b) Tob i
(0) TZs:Ily = RSt os
—(E<

(d) None of the above

Dec 2021:In a purely competitive market, 10,000 pocket transistors can be manufactured
and sold and certain profit is generated. It is estimated thaw M(Qtransistors need
to be manufactured and sold in a monopoly market to earn the same profit. Profit under
both conditions is targeted at ¥ 2,00,000. The variable cost per transistor is ¥ 100 and total
fixed costs are ¥ 37,000. Unit SEMMg price per transistor under monopoly condition will

VZ’ZNSSO Tve = 20005100 = 200000 $f=421000
. - 31000 000
(b) ¥234.50 TEeC iy 21000 =
(c) ¥267.25 + . 237 2

(11)

RaJLO
0T

36

@ 227435 ¢ ol Yz1000

Mr. Mahesh has a sum of ¥ 3,00,000 which invested in a business. He wishes for a 15%
wb_ig_fu_n,d. It is revealed from the present cost data analysis that the variable cost
of operation is 60% of sales and fixed costs are ¥ 1,50,000 p.a. On the basis of this informa-

you are réquired to find out the sales volume to earn a 15% return.

¥ 4.875 Lakhs (W: SLX‘S‘/' - \I(K,O—OO
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|svUYo tUSUDD

(c) T4.775 Lakhs
(d) ¥5.875 Lakhs

(12) A radio manufacturer finds that it costs % 6.25 per unit to make component M-140 and
the same is available in the market at<5.75 each Continuous supply is also fully assured.

The break-down co er fol Labour % 1.75 other variable
expenses % 0.50, De ﬁxed cost X 1.25. What would be your decision, if
the supplier offered th omponen atR 4.85 per anit?

e Relausac cook Fractlas tos= BEL
Buy gL‘AW,uA = Q’&’_
(c) Sell F\f’a \4 W

(d) None of the above

SJC
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(13) A firm has given the following data:

Fixed expenses at 50% % 15,000, Fixed expenses when factory is close down ¥ 10,000,
Additional expenses in closing down ¥ 1,000, Production at 50% capacity 5,000 units,
contribution per un@dvise whether to run the factory or close it down:

(a) Close T’u,tod oSt 4_% W v sk dswn
\/ét{Run |loooO + |ooO

(c) Continue = z\\ovb
(d) None of the above %M Lo on lewt = \\MF
esa

(14) A company manufactur sells three types of product namely A, B and C. Total sales
per month is ¥ 80,000 in which the share of these three products are 50%, 30% and 20%
respectively. The variable cost of these products is 60%, 50% and 40% respectively. The
combined P/V Ratio will be: - i -

(@ 49% J:% M |

(b) 48% pc SO LA}\J‘-'!//J _ o
e 47% cprdi Yol 2 | x L000 = L2

-
-—

(d) 50% - C(SO'DD.>
Answers:
° 060 O
1 ¢ 8 b Lo C’_
el J. = U0, 500
3 ¢ 10 a AT&OO‘DO')CgO./-: O,
2.2 1.2 /. = so0
Sy nb @ -eoopox207 T M
6 b 131 b _
7 14 C = §00V0 'X‘)/b‘/s = {6000
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Chapter 5

Transfer Pricin‘gf

1. Multiple Choice Questions

(1) Which one of the following is not considered as a method of Transfer Pricing?
(@) Negotiated Transfer Pricing n—"
(b) Market Price Based Transfer Pricing v
\,(zj/Fixed Cost Based Transfer Pricing
(d) Opportunity Cost Based Transfer Pricing

(2) Method of pricing, whed two separate griciné bethods are used to price transfer of
products from one subunit to another, is called:
\Ja?/DuaI pricing

(b) Functional pricing

(c) Congruent pricing
(d) Optimal pricing F200 -+ €20 E?/LO/
(3) The Eastern division sells goods internally to the Western division of the\sam.gm.pan/

The quoted external price in industry publications from a supplier near Eastern is 200 per

§D ton plus transportation. It costs % 20 per ton to transport the goods to Western. Eastern’s

actual market cost per ton to buy the direct materials to make the transferred product is

ZU The company president selectg a ?220 transfer p@ This is an example of: W

( ) Negotiated transfer pricing. z 4 > D1 wil Lewn

(b) Cost plus 20% transfer pricing.

(c) Cost-based transfer pricing.

Mﬂarket-based transfer pricing.

(4) Division P transfers its output to Division Q at variable cost. Once a year P charges a fixed
fee to Q, representing an allowance for P’s fixed costs. This type of transfer pricing system
is commonly known as:

(@) Dual pricing
(b) Negotiated transfer pricing
(c) Opportunity cost based transfer pricing

CMA Inter Management Accounting . s e
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\/(a'r Profit centre
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\,(.d')/T.wo—part tariff transfer pricing

In which of the following circumstances is there a strong argument tll;at profit centre

accounting is a waste of time?

(@) When the transferred item is also sold on an external market
(b) When the supplying division is based in a different country to head office
(c) If the transferred item is a major product of the supplying division

\Mf there is no similar product sold on an external market and the transferred item is a
major product of the supplying division

Popular method of transfer pricing is the

(@) Opportunity cost pricing

(b) Negotiated pricing
A Market based pricing

(d) Cost based pricing

Division under transfer pricing system is treated as

(b) System centre

(c) Investment centre

(d) Costcentre

Which of the following is/are not method of transfer pricing?
(@) Total cost method \/

(b) Marginal cost method =

(c) Market price me vl

\}df)" imming price method

Answers:
1 C
2 a
3.:.d
4 d
5.d
6 i C
7 i a
8 i d
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2. State True or False

(1)  Transfer pricing technique is a major issue in the current business world. T‘T\AL

(2) Transfer pricing plays a very important in international taxation also, as by fixing fair
transfer prices one can avoid a lot of tax burden. TAR~v2_

(3) Transfer prices should pcft help in the accurate measurement of divisional performance
(profitability).

(4)  Profit centre managers tend to put their own profit performance above everything else. -F’V\L

(5) The price of a comparable product or service in the market can be seen as an objective
basis for the transfer price between divisions. Tr~e_

(6) Globalization and the rapid growth of international trade has made inter-company pricing
an everyday necessity for the vast majority of businesses. {\~A2_

(7)  There are two basic issues relating to transfer prices in case of multinational companies

having divisions in different countries. —{TRNAAL_ C Ww 4 T DUX‘)
(8) Cross trainin@pr(cgt z;e helpful in proper utilization of work force. Taloe_

(9) A Profit Centre T5"a company’s department that is responsible for the profits of the
company. TR WL

(10) _Divisional Autonomy is the degree of freedom a division manager can exercise in decisions
making. Ta~Ae— l

Answers:

1 iTrue

2 True

3 iFalse
{ 4 :

3. Fillin the Blanks

(1)  Many firms use negotiated transfer prices even though they do not legd to optimal
K'ZA ws*esults for individuatprogucts:
& (2) Transfer Pricing is not considerﬁﬁl as a method of Transfer Pricing

(3) There are different rates in different countries.
CMA Inter Management Accounting . s e
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WWA’MA’

(4) Inthe absence of a for the intermediate product, the theoretically correct transfer

price can be esEbLished.

(5)  While transfer pricing is concerned with fairly comFensat'%n inTrnaI division
for products it has produced and supplied to anothe ston, transfer pricing 15

usually set a cordirgkt,? another purpose, such as lowering a company’s worldwide taxes.
6) The% i

equires that compensation for any intercompany transaction
conform to the level that would have applied had the transaction taken place between

T unrelated p;rtiesl, all other factors remaining the same.
(7) The may deliberately declare low profits in an operating country to prevent local

businesses sitting up in competition.
g A& &

are therefore respongble for all operations (production, satesand so on) relating to
their product, thesfunctional structure being applied to e3

s (7 vson.
(9.)‘;%% topic tha one}{ needtto know from both a~theeretiea standpoint and a

numerical standpoint.

- T pﬁ’;’u Y e
(10) As managers become more proficient in th béyg?ne Mqualiﬁed for higher

management positions.

(11) Market value as a transfer price has certain disadvantages:
(@) The market price might be ,\nduced ljy adverse economic conditions, say.
(b) There might be an‘%market, so that if the transferring division tried to
sell more externally, it would have to redﬁce iti selling price.
(c) Many products do not have ﬂw v Pﬁw
(12) Transfer prices based on full cost are appropriate if top management treats the divisions
like (@Y% C/OS\’

(13) Many firms base transfer priceson since they are easy to understand and convenient

10 U epidod Tinconats
oA
the objective is to maximize the

(14) When is used to measure divisional performanc_
ure

total amount of R7L  not to maximize the overall M .
(15) A anster price is one agreed upon between the buying and selling divisions that

reflects unusual or mitigating circumstances.* ¥ - 1
T oxeens . voiable cost
(16) If the selling division has, a transfer price badsed on would be an appropriate

transfer price, although it would hurt the performance of the selling division.

N~

Answers:

(1) Costplus

(2) Fixed Cost Based
(3) Income tax
(4) Competitive market
(5) Domestic, International
S CMA Inter Management Accounting
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(6) arm’slength

(7)  MNE

(8) Divisional managers
(9) Transfer pricing

(10) Decision making

(A) temporary (B) imperfect (C) an equivalent market price
cost centers

cost

RI, residual income, profit

negotiated

excess capacity, variable cost

4. Multiple Choice Questions

(1) M Group has two divisions, Division P and Division Q. Division P manufactures an item that
is transferred to Division Q. The item has no external market and 6,000 units produced are
transferred internally each year. The costs of each division are as follows?

Division P Division Q
Variable Cost % 100 per unit 120 per unit
Fixed cost each year %1,20,000 90,000

anagement decided that a transfer price should be set that provides a profit

Hegd&fftee
of T 30,000 tg Division P. What should be the transfer price per unit?

(A= Dwp — > -
N\ 125 1l = 00X 6000 = b6OOVO
© %120 TEC = oo O e
. 7'2.00798 3So000 =T[4,
(d) %135 W 6D 2 W

(2) Minimax Ltd. fixes inter - divisional transfer prices for its products on the basis of cost plus
a return on investment in the division. The budget for division X for 2022-23 appears as

under -
3
Fixed Assets 8000007 ce = 8L+t stL+2bL
Current Assets a— 5,00,000
7 ’ _ l/
] Debtors S 2,00,000 SR AN

Annual fixed cost of the division 8,00,000

Variable cost per unit of the product
42 ,fﬂ"gg'é'(fsl:l’::“”"geme”tA“"“”””g wwwisjcinstitute.com (W) 8100 112222
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Budgeted volume 4,00,000 units per year
Desired ROI 28%

: o - Jooo UV O
Transfer price for division X is

«\/(aﬂ/gB.OS TR_ = Q—OO MD

Tve = Yoo 600 X 10

www.sjcinstitute.com G 8100 11 2222
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Chapter 6

Standard Costing and Variance Analysis

1. Multiple Choice Questions

—
—_
~

Which of the following is true of standards?

(a) Standards represent a benchmark or a norm "

(b) Standards relate to input quantity v’

(c) Standards relate to input cost

N All of the above

(2) Standards that can be attained only under the best circumstances are referred to as:
(a) Attainable standards
(b) Budget standards

\m/ldeal standards

(d) Practical standards

S

(3)  Who is most likely to be held responsible for a material price variance?

(@) Line workers

(b) Production supervisors
\Q/Purchasing managers

(d) Production schedulers

(4) Cost variance is the difference between

(@) The standard cost and marginal cost
(b) The standards cost and budgeted cost
\jp)/The standards cost and the actual cost
(d) None of these
(5) Standard costing is a tool, which replaces the bottleneck of the costing.
(a) Present
(b) Future

" Historical

(d) None of the above

CMA Inter Management Accounting . s e
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(6) If standard costX actual, then it is &Cﬁ WM -
a) Not favourable
oc7 otk —

(
(b) Favourable
() Neither favourable nor not favourable

(d) None of the above

SJC
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i

(7)  From cost control point of view the standard most commonly used is:

\)a/ Expected standard

(b) Theoretical standard
(¢) Normal standard

(d) Basic standard

(8) When more than one material is used in the manufacture of a product, which of the

following variances arises:
(@) Material yield variance
by~ Material mix variance
(c) Material price variance

(d) Material usage variance

(9)  Which of the following equations can be used to calculate a material quantity variance?

(a) (AQxAP)-(AQx SP) K
(b) (AP xSP)-(AQ x sP) X

CSQ- AR X SP

(d) (AQxSP)-(AQ x AP)

(
& (AQ x SP) - (5Q X SP) L x SP- ARXSP
(

(10) Which of the following equations can be used to calculate a material price variance?

(@) (AQx AP)-(AQ x SP)
(b) (AP x SP) - (AQ x SP)

—
e

C Sf- APD XAR

AT (AQx SP) - (AQ x AP)

(
(© (AQxSP)-(SQ x SP) Wl xAAR - A?X/'L&'
(

(11)  Which of the following is not likely to be a reason of unfavourable direct labour efficiency

variance?
\,(z)/l-ncrease in direct materials prices
(b)
(c) Lack of proper supervision
(d) Use of old, outdated or faulty equipment

www.sjcinstitute.com e 8100 11 2222
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(12) Which of the following is a purpose of standard costing?

—————————

(@) To determine profit at different levels

(b) To determine break-even point
Jz)/ To control costs
(d) To allocate cost with more accuracy
(13) Which of the following activities is the Standard Costing System used for?

It is a basis for implementing cost control and fixing the price of products through
variance analysis

(b) It helps to ascertain the cost-volume relationship between products manufactured
by the business
(c) It helps to establish the breakeven point for the products manufactured by the

company
(d) None of the above
(14) Which of the following activities is true under the Standard Costing System?
(@) The overhead volume variance is always beneficial R
\/(,b')/The idle time variance is never favourable

(c) Tocalculate the overall costs,a company can either use budgetary control or standard
costing but not both of those techniques

(d) The overhead efficiency variance plus overhead expense variance is equal to the
overhead byudget variance for variable overheads

(15) pesStandard cost iga carefully unit cost which is prepared for each cost unit.

~determined
(b) Absorbed
(c) Apportioned
(d) None
(16) Setting of standard,involves effective utilizationof ______
(@) Men
(b) Material
(c) Machines
All of the above
(17) The standard cost card contains quantities and costs for
@ Direct material only. —
(b) Direct labour only.

(c) Direct material and direct labour only.

CMA Inter Management Accounting . s e
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(d) Direct material, direct labour, and overhead.
(18) Standards differ from budgets in that:
(@) Budgets but not standards may be used in valuing inventories.
(b) Budgets but not standards may be journalized and posted.
\,(z)/Budgets are a total amount and standards are a unit amount.
(d) Only budgets contribute to management planning and control.
(19) Standard Costs:
(@) Areimposed by governmental agencies.

Are predetermined unit costs which companies use as measures of performance.

(c) Can be used by manufacturing companies but not by service or not-for-profit
companies. A

(d) All of the above.
(20) The advantages of standard costs include all of the following except:

(@) Management by exception may be used. "

(b) Management planning is facilitated. '
(c) They may simplify the costing of inventories.‘/
WManagement must use a static budget.

(21) Normal standards: —

Ja)/'Allow for rest periods, machine breakdowns, and setup time.
(b) Represent levels of performance under perfect operating conditions.
(c) Arerarely used because managers believe they lower workforce morale.
(d) Are more likely than ideal standards to result in unethical practices.

(22) The setting of standards is:

(@) A managerial accounting decision.

«(br"A management decision.
(c) A worker decision.
(d) Preferably set at the ideal level of performance.

(23) Which of the following is correct about the total overhead variance?

(@) Budgeted overhead and budgeted overhead applied are the same.)(

(b) Total actual overhead is composed of variable overhead, fixed overhead, and period
costs. A

(c) Standard hours actually worked are used in computing the variance. X

S CMA Inter Management Accounting
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\,(d(Standard hours allowed for the work done is the measure used in computing the
variance.

(24) Which of the following is incorrect about variance reports?
(@) They facilitate “management by exception.”\./ .
They should only be sent to thm managemM
(c) They should be prepared as soon as possible. ..

(d) They may vary in form, content, and frequency among companies. v
(25) Which of the following is incorrect about a standard cost accounting system?
(@) Itisapplicable to job order costing.
(b) Itis applicable to process costing.
.\Jz)/lt reports only favourable variances.
(d) It keeps separate accounts for each variance.
(26) Generally accepted accounting principles allow a company to:

(@) Report inventory at standard cost but cost of goods sold must be reported at actual
cost. -

(b) Report cost of goods sold at standard cost but inventory must be reported at actual
cost.

\/()/Report inventory and cost of goods sold at standard cast as long as there are no
significant differences between actual and standard cost.

(d) Report inventory and cost of goods sold only at actual costs; standard costing is
never permitted.

Answer:
1 :d 5ic 9 i ¢ 13: a 17 i d 21 a 25 ¢
2 cC 6ib 10 a 14 b 18 ¢ 22 b 26 C
3ic 7 a 11 a 15 a 19: b 231 d
4 ¢ 8 b 12 ¢ 16 d 20 d 24 b

2. State True or False
(1)  One of the most important phases of responsibility accounting is establishing standard
costs and evaluating performance by comparing actual costs with the standard costs. 2

(2) Thestandardsare predetermined and a comparison of standards with actual costs enables
to determine the efficiency of the concern. TJa~AL.

(3) The basic purpose of standard costing is to determine efficiency or inefficiency in
manufacturing a particular product. W

CMA Inter Management Accounting . s e
48 MCQ Booklet @ www.sjcinstitute.com 8100 11 2222



SJC

Institute

Standard Costing and Variance Analysis

(4) In budgetary control, the targets of expenditure are set and these targets cannot be
exceeded. (nAL

(5) A current standard is a standard which is established for use over a short period of time
and is related to current condition. Tanag_

(6) The deviations of the actual from the standgrd is known as‘variances, VA2

(7)  Material Price Variance (MPV) = (SP - AP) xjA@ WPV = ¢ S€- APIX AR

(8) Material Yield Variance (MYV) = (AY - SY) x AC X _Felee

(9) Labour Cost Variance is the difference between the Standard Cost of labour allowed for

~theactual output achieved and the actual wages paid. T2
(10) Fixed Overhead Cost Variance = Recovered Fixed Overheads — Actual Fixed Overheads T2

Answer:

—_—

2

3

4

5
6.

7

8

9

1
3. Fillin the Blanks M
(M TWf_ accounting is to control costs and promote efficiency.

2) A is a norm against which the actual performance can be m-easwfg. ! P ,‘
(3) Recognizing the potential problem, most companies set that include such factors
as lost time and normal waste and spoilage.

(4) Once tﬁeVM Gave been calculated, those who manage the business have to decide

which variances should be investigated. i O‘I‘M’

(5) The selection of variances for \ is therdfore very much dependent on circumstances
and on the person making the selection.

CB%'* =Standard hours for actual output + Actual hours worked x 100
coX YMne di
1S the difference between the standards cost and the actual cost.

Sy

6)
7)
(8)

allow for rest periods, machine breakdowns, and setup time.
M T —

S
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TW’” wi?

(9) is the variance which arises due to change in thfa standard group,
or, combination of lab‘our force. «

(10) The Is how overhead is applied to a product and is typically based on direct labor

hours, direct labor rupees or machine hours.

—

Answer:

Standard cost
Standard

Attainable standards

Variances

)

)

)

)

) Investigation
) Efficiency Ratio

) Cost variance

) Normal standards
) Labour mix variance
10) Overhead base

4. Multiple Choice Questions sh sSK

(1)  Whatis the Jabour rate variance if standard hours for 100 units of output are 400 @ % 2 per
hour and actual hours taken are 380 @ % 2.25 per hour?

(@) %120 (A) A AR
(b) 100 (A) CS&"A’R.) ¥ AaH
e 295 (A (o—2:2€) X 380
(d) 725 (F) — pogw2go = ASCH)

(2) Standard quantity of material for one unit of output is 10 kgs @ < 8 per kg . Actual output
V:?g a given period is 800 units. The standards quantity of raw material

8,000 kgs bud \o%@t‘@
(b) 6,400 Kgs

y - (V)
(c) 64,000 Kgs oo cundn = &00 x|

(d) None of these SK - &Uw_

(3) Standard price of material per kg is ¥ 20, standard usage per unit of production is 5 kg.
Actual usage of production 100 units is 520 kgs, all of which was purchase at the rate of ¥
22 per kg. Material cost variance is

(@) ¥2,440 (A)
31,440 (A)

CMA Inter Management Accounting . s e
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() 1,440 (F)
(d) 2,300 (F) '

(4) To produce a particular batch of product, F Corporation paid its workers ¥ 12.00 per hour
A,\/\ for 4,000 hours of work. The standards for the quantity o of work represented by the batch
were % 12.50 per hour and 4,400 hours. What was the labour efficiency variance?

@ 2000001 S i
Vwéﬁoo.oo (F) (UYoD — Y 000 000 ) X\ SO

(c) 5,000.00 (A) MO0 X[1-S0 = D00 CF)

(d) 2,000.00 (A) _\4&Dp0

(5) The firm’s direct-labour rate variance was % 4,800 unfavourable. Actual labour was 24,000
direct labour hours, at a cost of ¥ 1,68,000 for 25,000 units of finished product requiring 1
hour of direct labour each, at standard. What is the standard rate per direct labour hour?

(@) 7.20 ALH = 24000 OLH = 2E000
%6.80 AL oot o (6RT00

(©) %7.00 ALR = KLWO/WU‘DO >ET:

(d) Cannot be determined from the information given ARXQH

(6) During the month of December actual direct labour cost amounted to ¥ 39,550, the
standard direct labour rate was % 10 per hour and the direct labour rate variance amounted

to ¥ 450 favourable. The actual direct labour hours worked was:

(@ 3,955 hours sR= =0 USO+39STD "- ‘Dm4
(53,000 hours RV = € sR-ARDXAH Youoo = 07

(c) 3910hours ygo = SRXAH — H'&xﬁﬂ 400;? = A Y

(d) 4,500hours ygp= 10 xAH — 39<<£0 \ At = Yoo

(7)  XYZfactory working for 50 hours per week employs hundred workers on a job work. The
standard output is 200 units per gang hour and standard rate is < 1 per hour. During a
week in June, five employees were paid @ % 1.20 per hour and ten employees were paid

@ 80 paise per hour. Rest of the_ employees was paid @ standard hour rate. The actual
. . P ———————— 4

number of units produced Wetermlne labour cost variance

(@) 100 favourable

(b) ¥ 150 unfavourable

VL()/ T 150 favourable
(d) T 100 unfavourable AR .ﬁp\
(8) In producing product ZZ, 14,800 direct labor hours were used at a rate of ¥ 8.20 per hour.
The standard was 15,000 hours at ¥ 8.00 per hour. Based on these data, the direct labour:

,\)z)/Quantity variafreBVis % 1,600 favé%rable.

e ——
(b) Quantity variance is ¥ 1,600 unfavourable.
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(c) Price variance is ¥ 2,960 favourable.

(d) Price variance is ¥ 3,000 unfavourable.

(o 2R
L iN
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Chapter 7
Forecasting, Budgeting and
Budgetary Control

1. Multiple Choice Questions

(1)  What is the name given to a budget that has been prepared by re-evaluating activities
and comparing the incremental costs of those activities with their incremental benefits?

(@) Incremental budget
(b) Rolling budget
\/(z)/ Zero base budget
(d) Flexible budget
(2) A budget is an instrument of management used as an aid in the
(@) Planning/”
(b) Programming o
(c) Control of business activity \/

\.Gd{AII of the above

(3)  Following may be regarded as a summary budget

(@) Production budget

\,cbﬂ/Master budget

(c) Cash budget
(d) Sales budget

(4) Purchases budget is prepared using the information from

—

(a) Capital expenditure budget

(\/(bf Materials budget

(c) Both (A) and (B)
(d) None of the above

(5) Following budget may be compiled on departmental basis

.\,éa')/ Production budget N
(b) Purchase budget

. CMA InterManagementAccounting|
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(c) Materials budget
(d) All of the above

Production budget is based upon
(@) Sales budget v

#
(b) Factory capacityn—
\/

(c) Availability of raw material and labour

\.Cd')/AII of the above

(7)  Budgetincludes

c

(@) Income
(b) Expenditure

\t&r Employment of capital
(d) All of the above

(8) Functional budget is subsidiary to
(a) Variable budget v’
(b) Fixed budget v
() Master budget ~"
viaster budog
J,d/AII of the above

(9) A budget should be
& Rigid
(b) Flexible
(c) Both (A) and (B)
(d) None of the above

(10) The object of budgetary control is

Planning
(b) Forecasting
(c) Organizing
(d) Directing

(11) The budgetwhic )
\/(d)/FIexibIe budget

(b) Sales budget
(c) Cash budget
(d) Purchase budget
(12) The process of budgeting helps in the control of
————

CMA Inter Management Accounting . s e
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(@) Cost of production v
(b) Liquidity/
(c) Capital Expenditure /

\,(d{ All of the above

(13) Plant utilization budget and Manufacturing overhead budgets are types of

~——

(@) Production budget
Sales budget
MCost budget
(d) None of the above
(14) R&D budget and Capital expenditure budget are examples of
(@) Short-term budget
Current budget
\/Le)/Long term budget
(d) None of the above
(15) The scare factors is also known as

\)aa/‘ Key factor

(b) Abnormal factor

(c) Linking factor
(d) None of the above

(16) A budgeting process which demands each manager to justify his entire budget in detail
from beginning is
——— e

(@) Functional budget
Master budget

\/K(Zero base budgeting

(d) None of the above
(17) While preparing sales budget, which of the following factors are considered?

(@) Non-operational factors X

\/(Jaf)/Environmental factors
(c) Bothaandb

(d) None of the above

(18) provides an estimate of the capital amount that may be required for buying fixed
assets needed for meeting production requirements.

———————.
(@) Production budget

. CMA InterManagementAccounting|
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(b) Cash budget
Capital expenditure budget
(d) None of the above

(19) is designed after assessment of the volume of output to be produced during
budget period.

\/(Z)/Cost budget

(b) Sales budget
(c) Production budget

(d) None of the above
(20) _____isthe first step of budgetary system and all other budgets depends on it.
(@) Cost budget
\/ébf Sales budget
(c) Production budget
(d) None of the above

21 also known as subsidiary budgets.

(@) Master budget
\,ébf Functional budget

(c) Cost budget

(d) None of the above

(22) contains the picture of total plans during the budget period and it comprises
information relating to sales, profit, cost, production etc.

,\Jz)/Master budget
(b) Functional budget
(c) Cost budget
(d) None of the above

(23) ____ isstated as a budget which is made to change as per the levels of activity attained.
(a) Fixed budget = =~
\Jba/FIexibIe budget
(c) Bothaandb
(d) None of the above

(24) is prepared for single level of activity and single set of business conditions.

L/@ﬁ:ixed budget

(b) Flexible budget

CMA Inter Management Accounting . s e
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.
(c) Bothaandb
(d) None of the above
(25) On the basis of period, budgets may be classified into ______ groups.
(@) Five i
(b) Four
MThree
(d) Two
(26) Which of the following statements are not true about budget, budgeting & budgetary
control? -

(@) Budgetary control works on the basis of best option 'I_
(b) Budget is one of the important mediums of communication T
(c) Budgeting develops the quality of objectivity in planning Y
Mne of the above -
(27) Which of the following statements are true about budget, budgeting & budgetary control?
(@) Budgeting is business estimates for future periods =\
(b) Budget is the process of preparing business estimates Y~
(c) Budgetary control is the means to achieve performance on the basis of budget 'Y
'\/édrNone of the above
(28) Which of the following statements are true about budget, budgeting & budgetary control?

(a) Budgetary control is a wider concept whereas Budget and budgeting are narrower
concepts T

(b) If there is budgeting or budget, it is not necessary that there should be budgetary
control also 7~

If there is budgetary control, budgeting and budget are must™Y
e,

\/Qd{AII of the above

(29) According to George R. Terry, may be described as a process of finding out what is
being done and comparing actual results with the corresponding budget data in order to

e ——— Y o
approve accomplishment.

Jz)/Budgetary control
(b) Budget
(c) Budgeting
(d) None of the above
(30) of the following are not the objectives of Budgeting?

Jo express the objectives of the firms in qualitative terms.

. CMA InterManagementAccounting|
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To prepare base for evaluation of work performance. T

To co-ordinate organizational and managerial units of the ﬁrm.‘ﬁﬂkﬂ-”
To develop a strong appraisal of objectives and policies of firm. Tw\ﬂ_)
A,Band C

B,Cand D
(¢) D,Cand A
) None of the above
Answers:
3ib 7 i cC 1M:ib 15 a 19 a 23 b C
4 b 8 d 12 d 16 ¢ 20 b 24 ¢ a d

2. State True or False

(1)  Abudget is often thought of as a financial plan. |3V

(2) Forecast is mainly concerned with an assessment of probable future events. \~A2—

(3) Forecast means estimation of future trends and outcomes, based on the past and present
data. YaA2

(4) Portraying with precision, the overall aims of the business and determining targets of
performance Tor each section or department of the business. Trwvia_

(5) Objectives should not be defined precisely.

(6) Key Factor is also called as “Limiting Factor” or Governing Factor. Tyv\g-—

(7)  Formulation of a budget usually requires part time services of a senior executive w&b
(8) The Budget manual is a schedule, docurmh shows in a written form,

the budgeting organization and procedure. —{#\.2_
(9) The budget period is the length of time for which a budget is prepared and employed.-ﬁ—wz_,
(10) The standards of activity levels for future period should be laid down. T"zrv\Q_,-

Answer:

1 True
2 True
3 True
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3. Fillin the blanks:

(1)  For the purpose of effective budgetary control, it is imperative on the part of each entity
to have definite

(2) The b:j%ree}should represent logically attainable Mb

3) AM'* is designed to remar ume anged irrespective of the level of activity actually

attained. - =
4 A Mﬁget which is designed to change in accordance with the various level of

activity actually attained. W.
(5)

According to the principles that guide the preparation of the a series of fixed

budgets arad aw fo&d.ifferent levels of activity.
6 areQZungts repared for each department or process within an organisation.

(7) M'Q‘ is the most important of the entire functional budget.
-———

inefficiency in the base is tyrmed

(8) The éernative solution presented to the proble
" or sometimes prigrity-based budgeting.

— Empke
(9) P‘_"?Mﬁeﬁned as a ‘budget based on func ions, activities and projects.”
(100 A m’k’m dch thf+sect ok A 04 i deeting

Answer:
1)
2)
3)
4)  Flexible budget
5) Flexible budget
)
)
)
)

“Plan of organization.”
Goals
Fixed budget

9))

Functional budgets
7) Cash budget

Zero-based budgeting (ZBB)

(*2)

9
10) Planning, programming budgeting system (PPBS)

Performance Budget

(
(
(
(
(
(
(
(
(
(
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4. Multiple Choice Questions

(1)  Production at 60% activity is ¥ 600 units, if flexible budget needs to be calculated at 80%

activity what will be units produced?
\ g; & 800

(b) %600
(c) 1200
(d) %1000

(2)  Given Production at 60% activity, 600 units, Material % 50 per unit, Labour ¥ 20 per unit,
Direct expenses Rs 5 per unit, Factory overheads ¥ 20,000 (60% variable) and Administra-
tion expenses Rs 15,000 (60% fixed). What will be the total cost per unit for production at
80% capacity? -

(@) 1,01,000
\}b')/?’ 126.25

(0 122

(d) 1,22,000

(3) A factory produces two types of articles Y and Z. Article Y takes 8 hours to make and
Z takes 16 hours. In a month (25 days X 8 hours) 600 units of\¥ and 400 units of Z are
produced. Given budgeted hours 8000 per month and men employed are50. Determine
Activity ratio, Capacity ratio and efficiency ratio. —_—

——
(@) 112%, 140%, 140%
(b) 140%, 112%, 140%

(c) 140%, 140%, 112%

\)d')/ None of the above .
(4) Given the budgeted output in second quarter gre 8,000 units.h the first quarter, Fixed
overheads were ¥40,000; Variable overheads were per unit (T 40,000) and semi variable

were % 20,000 (60% varying @ ¥ 3 per unit). Determine the total manufacturing overhead
budget for the'second quarter.

EI ,12,000

(b) 1,112,000 units
(c) Insufficient data
(d) None of the above

(5) ABC Company plans a sale of 96,000 units of TV product line in the first fiscal quarter,
1,20,000 TV units in second quarter, and 1,32,000 units and 1,50,000 units in third and
fourth quarter, and 1,56,000 units in the first quarter of next year. Given that at the
beginning of first fiscal quarter, the company has 16,000 units in stock. Also, at the end
of each quarter, ABC Company wants to maintain an inventory equal to one-sixth of the

d
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.

S he next fiscal quarter. Determine units to be manufactured@d second
quarter of the year. ~—

700,000 and 1,35,000

¥ 10,00,00f and 1,22,000

(c) Insufficient data

(d) None of the above
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Chapter 8

Divisional Performance Measurement

1. Multiple Choice Questions

—
—_
~

A company has two divisions. The divisions are identical in terms of the number and type
of machines they have and the operations they carry out. However, one division was
set up four years ago and the other was set up one year ago. Head office appraises the
division using both return on the investment (ROI) and residual income (RI).

Which of the following statements is correct in relation to the outcome of the appraisal
for each division?

.\ja')/Both ROl and RI will favour the older division

(b) ROI will favour the older division, but RI will treat each fairly

(¢) Rl will favour the newer division and ROl will favour the older division
(d) Both Rl and ROI will favour the newer division

(2) Residual income is a better measure for performance evaluation of an investment center
manager than return on investment because:

(@) The problems associated with measuring the assets base are eliminated. A

Desirable investment decisions will not be rejected by divisions that already have a
high ROL.

(c) Only the gross book value of assets needs to be calculated.

(d) Returns do not increase as assets are depreciated.

(3) A company that is seeking to increase ROI should attempt to decrease:

(a) Sales. ™M - -
QoI proged /b

(b) Turnovey. X

(c) Margin. X @‘f%ma ‘
,\/édf Average operating assets. >

(4)  Which of the following would be considered an operating asset in return on investment
computations?

(@) Land being held for plant expansion.%
(b) Treasury stock. X

Jz/ Accounts receivable.
CMA Inter Management Accounting . s e
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(d) Common stock.

(5)  Which of the following would be an argument for the use of net book value in the
computation of operating assets in return on investment calculations?

——

(@) It allows the manager to replace old, worn- out equipment with a minimum adverse
impact on ROl

(b) It allows ROI to decrease over time as assets get older. X

It is consistent with how plant and equipment items are reported on the balance
sheet.

(d) It eliminates both age of equipment and method of depreciation as factors in ROI
computations.

(6) According to Kaplan and Norton, what should be the main perspective of the balanced
scorecard? = —

.\Jz)/Financial.

(b) Customer.

(c) Internal business process.
(d) Learning and growth.
(7)  According to Norton and Kaplan, the balanced scorecard should be used as
(@) A control system. =
(b) A diagnostic system.
\,(((A strategic system.
(d) AandB.

(8) The various stakeholders include vendors, employees, distributors, customers, stockhold-
ers and society.

According to Norton and Kaplan, which of these should be represented on the balanced
scorecard?

(@) All stakeholders are important and should be included.X
(b) All except society which is too general to be included. X
(c) Only employees, customers and stockholders.™X
\w')/OnIy those are vital for achieving the company’s strategy.
—_——

(9) Norton and Kaplan recommend that a separate balanced scorecard be developed for

(a) Each department within the company. A

(b) Each product line within the company. A
.\,(.e)/Each division or business unit with the company.

(d) The whole company.

S CMA Inter Management Accounting
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(10) Norton and Kaplan argue that balanced scorecard measurements should

(@) Clearly indicates the person responsible.
(b) Be linked.
(c) Bereinforcing.

s{,d')/éoth B.and C.

(11) Advocates of which of the following theories would be the most likely to criticize the
balanced scorecard concept?

(@) Japanese management theory.

(b) Deming’s theory of management.

(c) JIT management theory.
\,(d(Goldratt’s theory of constraints.

(12) Inthe Balanced Scorecard, Kaplan and Norton describe four perspectives that need to be
balanced for companies to become and remain competitive. Which perspective places
more emphasis on investing in employees?

[——

(a) Financial.
(b) Customer.
(c) Internal business processes.

,ngf)/Learning & growth.

(13) According to Kaplan & Norton, which of the balanced scorecard perspectives is first in the
chain of cause and effect relationships?

(a) Fina?ciT-—

(b) Customer.

(c) Internal business processes.
Learning & growth.

(14) According to Kaplan & Norton, which of the balanced scorecard perspectives serves as
the focus of the other perspectives?

\,@’ﬂinancial.
(b) Customer.
(c) Internal business processes.
(d) Learning & growth.

(15) Which of the following is not one of the main parts of the Kaplan-Norton balanced
scorecard concept? Balancing:

(@) Fjnancial and non-financial measurements.
Cash flows and non-cash flows.

CMA Inter Management Accounting . s e
64 MCQ Booklet @ www.sjcinstitute.com 8100 11 2222



SJC

Institute

Divisional Performance Measurement

(c) Short term and long term measurements.

(d) Leading and lagging indicators.

Answers:

approach can be used. Tl

(3) RI=Divisional profit — (Percent capital charge x Divisional investment) T’Y\/Ll’
(4) Inamarket-driven economy many Companies cangs# create wealth. 1:4,0.,;2.,
(5) EVA was developed by the US consulting firm Stern Stewart & Co Taai9—
(6) Economic value (or‘shareholder value’) is defined as ‘the present value of the future cash
flows of a company, of a particular project or decision’. Nqvi2—
(7) Positive EVA indicates that a company surpassed the expectations of its shareholders. Trwe
(8) NOPAT is net operating profit after tax "VArwve2—
(9) Cost of debt after tax = Cost of debt before tax x (100 — marginal tax rate) T‘VVUL‘
(10) Responsibility accounting segregates costs and revenues into areas of respon5|b|I|ty, and
a specific manager is made responsible for each area. TVV\-L
Answers: -
1 True
2 True
3 True
4
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3. Fillin the Blanks .
c.wimliu“"

1) When an organization has a structure, top management retains the majority of
decision- aking authority.

2) A company sets up responsibility centers.

3)  Most businessesare somewhere along the MMW

(4) An% group of people with a common purpose.

H 2 —_—
wggﬁdeﬁsio S %ria-de at divisional and departmental levels.

—

—

—

(6) TheD"'|l is an extended return on equity model, determined by multiplying the net
profit margin with the asset turnover and the equity multiplier.

(7 M—M!‘ﬁﬂ’élusge o“% %egt g acquire additional assets or fund projects.

8 gnores the cost of equity capital.

)
)

9) RO isaform of ROCE.
0

(

( 1

(1or¥¥*""are a prais-__de' ounted cash flow (DCF)

an Ar?“ﬂ&c‘gr?‘?rifgf/‘e%th profits and investment. : .
(

(

(

12) Decentralization is the delegation of Mﬁrﬁ‘mimfan organizatiotr:i
3)

1 Ogeratir)g income divided by sales is referred to as Q%u.a.tb«ﬂ G)w%:* Mﬁm

1) “Turnover RAI4s divided by Yofod o :
e  raset
(15) Return oninvestment (ROI) can be expressed as a product of two factors and

This breakdown is offen called the formula. Turpptin
(16 ess rﬂini?&um rate of return on operating assets is referred to as residual income
(RI).

(17) P\I encourages investment in projects that would otherwise be rejected under

RoL
(18) In choosing an appropriate transfer price, the three problems of , and must l

be considered simultaneously. cu&owwﬁ, W&—o‘rw.a./v% :
o, T R
Rol =

1)  Centralized.

Decentralized G}F WM Cﬁi

Continuum

(

(2)

3) \L

(4) Organization

(5) Decentralization P ' ) ‘&‘dm ,

(6) M Tw )
) , TR
)

Financial leverage

Profit @.%

CMA Inter Management Accounting . s e
66 MCQ Booklet [£85) www.sjcinstitute.com 8100 112222

DuPont analysis
£ Cp—tp-&lﬁ/‘q"



SJC

Institute

Divisional Performance Measurement

Return on investment (ROI)
Investments

Investment center
Decision making

Margin

)

)

)

)

) Sales, Operating assets
) Margin, Turnover, Du Pont

) Operating income

) Return on investment, Residual income
)

Goal congruence, Performance evaluation, Autonomy

4. Multiple Choice Questions

(1) At the end of 20X1, an investment centre has net assets of ¥1m and annual operating
profits of ¥ 1,90,000. \o, 00,000
However, the bookkeeper forgot to account for the following:

A machine with a net book value of ¥40,000 was sold at the start of the year for ¥50,000
and replaced with a machine costing % 2,50,000.

Both the purchase and sale are cash transactions. No depreciation is charged in the year
of purchase or disposal. The investment centre calculates return on investment (ROIl)

based on closing net assets. ST MAT = 10, o0, 000 -Y0,600= 4/601
Assuming no other changes to p‘oﬁt or net assets, what is the return on investment (ROI)
for the year? M MM&E QOI = |90 0600
.89 \J
@) 188% _ (0, 09, 000 - Lto,600+ 2,50,000 (>-to6©O
o 19:8% ~ \S.30Y.

(© 151% 190600 0D - \alngo‘/.

- ‘?’/‘ol o0 0O

c)

(@ _159%R0T 00 per TOMAL = 9,650 —

(2) A division is considering investing in capital equipment costing ¥ 2.7m. The useful
economic life of the equipment is expected to be 50 years, with no resale value at the
end of the period. The forecast return on the initial investment is 15% per annum before
depreciation. The division’s cost of capital is 7%.
Jepretae

What is the expected annual residual income of the initial investment?

(@) 0 QFwm = &3,00, 000

(b) (% 2,70,000) ] . = 99, 00, 000 - F A o00:
e %1,62,000 Aspracstion SO —g
(d) 2216000 Redwon = 2 T1OOCVHO X R L\, o%, 0_1

(110,9,

et A_Q‘?/\ML:'W = ‘{,Og,wo*w/ngs.i_lip
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(3) The following ratios have been calculated for a company:

Gross profit margin 42%
Operating profit margin  28% ™~ g/, '} AYA
Gearing (debt/equity) 40% > ?2‘ 1Y
Asset turnover 65% -
What is the return on capital employed for the company?
(@) 27-3%
T 18:2%
(€ 112%
(d) 168% > 4o, 00, 000

=

At the start of the year, a division has non-current assets of ¥ 4 million and makes no

additions or disposals during the year. Depreciation is charged at a rate of 10% per annum

on all non-current assets held at the end of the year. Working capital is ¥ 0.5 million at the

S, 00 opD Startof the year aIthough jchis is expected to increase by 20% by the end of the year. The
budgeted profit of the division after depreciation is ¥1-2m. \2,00,000

What is the expected ROI of the division for the year, based on average capital employed?

27-59% eud = Yo,00, 600 — |0/
hecels ok UL (o
() 1839% —

(d) 31-58% e ak U evnd = SopooOO +10/.

Answers:
- Qf D_O/ GUO
ors -
1 b —
2 cC

Coo 600
= LIOIO-O,DOD T
\S, 60, 000

T Tatl aasets of the beg

3,00, 600 + &, 50, 600

e op ok HL euwd
Texd ous _ U, 00, 70D

M angeks = 4Sp0 500 + 200600

>

o1 = (20000 | 273-SK7 - = 43,80, 000

e
ug, <o, cv0
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Chapter 9

Responsibility Accounting

Responsibility Accounting

1. Multiple Choice Questions

(1)  Which of the following would be the most appropriate measure to monitor the
performance of the manager of a profit centre?
—/ e ————————————
(@) Gross profit margin)(
(b) Revenue minus all costs 7k
\,(Q/Revenue minus controllable costs
s controfiable costs .

(d) Return on capital employed

(2) Inaresponsibility accounting system, managers are accountable for:

(@) Incremental costs)A

(b) Product costs but not for period costs. AN
\jQ/Costs over which they have control.

(d) Variable costs but not for fixed costs.

(3) In designing a responsibility accounting system, one should keep in mind a certain
characteristic of each cost. This characteristic is:

\_(aﬁ:he degree of cost controllability by the manager;

(b) How the cost behaves with respect to volume;

(c) The accuracy of cost allocation;
(d) All of the above.
(4)  Which of the following statements are true about responsibility accounting?
\jz)/[%esponsibility accounting results in inter-departmental conflicts
(b) Inresponsibility center more focus is paid on products, processes or jobs
(c) No focus is paid on controlling costs
(d) None of the above

(5)  Which concept (or concepts) listed below is (are) consistent with traditional responsibility
accounting?
————

(_tay Vertical structure,

(b) Cross functional measurements.

S CMA Inter Management Accounting
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(c) Bottom up control.
(d) AandB.

In profit center revenue represents a monetary measure of output emanating from a
profit center in a given period irrespective whether

c

(@) The revenue is realized or not

(b) The output is sold or not

,sz/Both AandB

(d) None of the above

—_
-

Which type of responsibility center has the greatest amount of autonomy?

—_—
—

(@) Revenue center.
(b) Cost center.
(c) Profit center.

\)d’)/i nvestment center.

(8)  Which of the following is responsibility center?

(a) Expense center «”"
(b) Profit center N
(c) Investment center —"

(1 All of the above

(9) The characteristics of a responsibility system for a JIT, or lean organization include

(@) Competition between subsystems.
(b) Independence of subsystems.

“_,(z)/Cross functional measurements.
(d) AandB.

(10) The responsibility centers, for control purposes, may be classifiedinto___ types.

(@) Five

\MThree
(c) Four
(d) None of the above

(11) The area of focus on responsibility center is

(@) Quantum of sales

(b) Quantum of production

\)e‘)/Optimum utilization of resources

(d) All of the above

CMA Inter Management Accounting . s e
70 MCQ Booklet @ www.sjcinstitute.com 8100 11 2222



SJC

Institute

Responsibility Accounting

In responsibility cost accounting the costs in focus are
MControllable costs

(b) Uncontrollable costs

(c) BothAandB

(d) None of the above

(13) Inresponsibility accounting, responsibilities of various groups or individuals are identified
in terms of

(@) Work
(b) Revenue

—?

(c) Cost
Wthe above
(14) Responsibility Accounting is also known as
(@) Profitability accounting
(b) Activity accounting
Both Aand B
(d) None of the above
(15) Which of the following represent arguments against traditional responsibility accounting?

(@) Ittends to promote competition between segments of a company. ~—"

(b) It tends to promote subsystem, or local optimization.a.~"
(c) Ittends toignore many of the interdependencies within an organization.
All of the above.

—

(16) Which of the following characteristics is not associated with traditional responsibility
accounting?

(@) Assumes optimization of the parts will optimize the whole. %
(b) Assumesindependence of the parts. %~
(c) Places emphasis on the performance of individuals.y{

Mtempts to control processes.

(17) Responsibility Accounting is also known as

(@) Profitability accounting

) Activity accounting

MOth Aand B

(d) None of the above

S CMA Inter Management Accounting
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) Responsibility Accounting is also called ______ Accounting
\MProﬁtablllty
(b) Management
(c) Authority
(d) None of these
(19) Responsibility accounting is used for ______
cost control
(b) planning
(c) decision making
(d) pricing
(20) The performance of investment centre is basedon ______

—Y

(a) Cost of the centre
(b) Profit of the centre
Mroﬁt and investment of the centre
(d) Revenue of the centre
(21) In responsibility accounting the organization is divided into different _____ centers
.V(z)/ResponsibiIity
(b) Cost
(c) Profit
(d) None of these
(22) A cost centreis a segment of the organization where the manager is responsiblefor___
(a) Costs
(b) Inputs
\,K( AorB
(d) None of these
(23) Both costs and revenues are measured in ______ centers
(@) Cost
ajJa‘)’Proﬁt
(c) Revenue
(d) All of these

(24) A centre where the manager is responsible f

(a) Cost centre

\MRevenue centre
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.
() Investment centre
(d) Sales Centre
(25) The performance of investment centre is basedon _____
(@) Cost of the cent; -
(b) Profit of the centre
Profit and investment of the centre
(d) Revenue of the centre
Answers:
2.c 6 ¢ 10 b 14 c 18 a: 22 c.
3 a 7 d 11 ¢ 15 e 19 a 23 b
4 a 8 d 12 a 16 d 20 c 24 b

2. State True or False

(1) Responsibility accounting is the system for collecting and reporting revenue and cost
information by areas of responsibility 5~ ae

(2) A responsibility accounting system produces responsibility reports that assist each
successively higher level of management in evaluating the performances of subordinate
managers and their respective organizational units. "2

(3) A key task of the management accountant is to create accounting systems that ensure
that costs are incurred in accordance with expectations. Trwe

(4) Responsibility.reports for subordinate managers and their immediate supervisors
normally include comparisons of actual results with flexible budget figures. Ty a2,

(5) In the functional approach, company activities and responsibilities are organized
according to major functions, such as marketing, manufacturing, and finance. “Jawi2—

(6) Goals defined for each area of responsibility should be attainable with efficient and
effective performance. —{rA >

(7)  Responsibility accounting is more far-reaching. 17 VL"
[ —

(8) A cost center is an organizational unit whose manager has the authority only to incur
costs and is specifically evaluated on the basis of how well costs are controlled <312 -
— —

(9) A profit center is an organizational unit whose manager is responsible for generating
/ . . PR
révenues and managing expenses related to current activity. |A2—

(10) A ictly defined as an organizational unit that is responsible for the
generation of revenues and has no control over setting selling prices or budgeting costs._]'_z—w.d_,

S CMA Inter Management Accounting
www.sjcinstitute.com e 8100 11 2222 MCQ Booklet 73




SJC

Institute

Responsibility Accounting

Answers:

True
True

True

True

Bibiw Nniod

5 True |
True
True

True

True
0 i True

= OV iiNiO

3. Fillin thg Blanks

(1) An is an organizational unit whose manager is rgsponsible for managing revenues
and current expenses. £ M
(2)  Aunique challenge for the design of arises from the instance in which one responsi-

bility center supplies its outputs largely to other internal responsibility centers

3) &:g? sh UWOWY.
(4)K fg Re;p each sjccessively higher level of management in evaluating the performanc-

DieS'Of'SUb dinate managers and their respective organisational units.
W
(5) of tEe pr tioxS division can be held accountable for all direct and indirect costs

incurred in s division.

(6) AC‘M manager may emphasjz€ production efficiency ang
sales personnel for faster serviceane [ orde

deemphasize the pleas of

(7)  In most cases, it is relatively easy to identify with specific managers.

(8) The most elementarx form of responsibility center is the Q,@C@\}.hﬂ-a

(9) The solves many of the problems just noted for the cost and revenue center
concepts by combining the two. Y RN PN TSI
(10) Aunique challenge for the design of rises from the instance in which one responsi-

bility center supplies its outputs largely to other internal responsibility centers.

Answers:

(1) Investment center,

(2) Responsibility centers,

(3) Report,

(4) Responsibility reports,

(5) Divisional manager,
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) Cost centre,
7)  Activities,

) Cost center,

) Profit center,

10) Responsibility centers.

4. Multiple Choice Questions

(1)  Therearethree departments A, Band Cinacompany.The sales of A, Band Care X 3,52,000,
T 2,88,000 and % 1,60,000, respectively. The variable costs of A, B and C are ¥ 2,40,000,
%1,76,000 and ¥ 1,44,000 respectively. The direct fixed costs of A, B and C are T 28,000, ¥
22,400 and ¥12,800. Rank the different departments on basis of relative profitability.

a) A-Rank 3,B-Rank 1 and C- Rank 2 f = =
\/zbf)/A- Rank 2, B- Rank 1 and C- Rank 3 3<3000 2£&000 | beovo
, B Jank 2ve 240600 \76020 \UM DO
(c) A-Rank3,B-Rank2andC-Rank1 12000 W2 \buw )
(d) Insufficient data M/LQLU) .
(2) Inacompany Department A recorded loss in the firsthgifefthe current'year. The sale of

department is ¥ 90,000 and uncontrollable costs a€ ¥ 91,000, A
whether its operations should be continued or terminated.

dvice the management
(@) Continued
(b) Terminated

\L@/Insufﬁcient information
(d) None of the above

(3) In a control report of Department X, it is mentioned as indirect materials are 1,000,
indirect labour 3900, Overtime Charges 3100, Depreciation on equipment 3500, Allocated
OA factory overhead (38% of factory space) 34,300, Allocated overhead of repair shop is TX

1,200. Determine total costs treating department X as a responsibility center.

RS waf 73,200 TC - %‘2
(b) ¥2,200 — -
(c) ¥1,200
(d) None of the above Lomect o
Answers:
1 a
2
3 . a
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Chapter 1 O

Decision Theory

1. Multiple Choice Question

—
—_—
~

A type of decision-making environment is

(@) Certainty
(b) Uncertainty
(c) Risk
mll of these
(2)  Which of the following criterion is not used for decision-making under uncertainty?
(@) Maximin \—
(b) Maximax
(c) Minimax —
Minimize expected loss
(3) Decision theory is concerned with
(@) Methods of arriving at an optimal decision ‘/
(b) Selecting optimal decision in a sequential manner n"
(c) Analysis of information that is available v
All of these

(4)  Which of the following criterion is not applicable to decision-making

(@) Maximize expected return A"

/ . . A
\/(b')’TMaxmlze return—]

(c) Minimize expect regret

(d) Knowledge of likelihood occurrence of each state of nature
(5)  The minimum expected opportunity IoES_(EOL) is

(@) Equal to EVPI

(b) Minimum regret

(c) Equal to EMV

MBoth ) and (B)
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(6) The expected value of perfect information (EVPI) is

e

\/(ﬁ'{EquaI to expected regret of the optimal decision under risk
(b) The utility of additional information

(c) Maximum expected opportunity loss
(d) None of the above

(7)  The value of the coefficient of optimism (a) is needed while using the criterion of

(@) Equally likely

(b) Maximin
\/(21/ Realism

(d) Minimax

(8) The decision-maker’s knowledge and experience may influence the decision-making
process when using the criterion of

(@) Maximax

(b) Maximax regret
Véc’f Realism

(d) Maximin

(9) The difference between the expected profit under conditions of risk and the expected
profit with perfect information is callﬂ

,\M’he expected value of perfect information

(b) Expected marginal loss

() None of the above
(d) Any one of the above

(10) A situation in which a decision maker knows all of the possible outcomes of a decision
and also knows the probability associated with each outcome is referred to as

(@) Certainty.
Misk.

(c) Uncertainty.
(d) Strategy.

(11) Which of the following methods of selecting a strategy is consistent with risk averting

behaviour?

If two strategies have the same expected profit, select the one with the smaller
standard deviation. —

(b) If two strategies have the same standard deviation, select the one with the smaller
expected profit.
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(c) Select the strategy with the larger coefficient of variation.

(d) All of the above are correct.

—

12) Which one of the following does not measure risk?
(@) Coefficient of variation “~"
(b) Standard deviation —
(¢) LPP — num
(d) All of the above are measures of risk.
13) A situation in which a decision maker must choose between strategi have more
than one possible outcome when the probability of each outcomeds unknown iy referred

toas

—

(a) Diversification.
(b) .Certainty.
(c) Risk.

\(,d')/Uncertainty.

(14) If a decision maker is risk averse, then the best strategy to select is the one that yields the

(@) Highest expected payoff.

(b) Lowest coefficient of variation.
l\.}({ Highest expected utility.

(d) Lowest standard deviation.

(15) Circumstances that influence the profitability of a decision are referred to as

(@) Strategies.
(b) A payoff matrix.

M States of nature.

(d) the marginal utility of money.
(16) A strategy that yields an expected monetary payoff of zero is ealled a

. S ————
(@) Risk-neutral strategy.

N(b{Fair game.

(c) Zero-sum game.

(d) Certainty equivalent

(17) A matrix that, for each state of nature and strategy, shows the difference between a
strategy’s payoff and the best strategy’s payoff is called

(@) A maximin matrix.

\/él:f{A minimax regret matrix.
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(c) A payoff matrix.
(d) An expected utility matrix.

(18) The sequence of possible managerial decisions and their expected outcome under each
set of circumstances can be represented and analysed by using

(@) The minimax regret criterion.
V(ab’)/ A decision tree.
(c) A payoff matrix.
(d) Simulation.
(19) The expected value of perfect information is calculated by subtracting:

The minimum expected opportunity loss from the expected opportunity loss with
perfect information.

(b) The maximum EMV from the minimum expected opportunity loss.
(c) EVSIfrom the expected return with perfect information.
(d) The maximum EMV from the expected return with perfect information.

(20) The maximin criterion is a feature of which of the following?

(@) Deterministic model
\Mecision-making under uncertainty
(c) Optimization

(d) Decision-making under certainty

Answer:
d 4 b 7 i cC 10 b 13: d 16 b 19 a
2 . d 5:d C 11 a 14 c 17: b 200 b
d 6 i a 9 a 121 ¢ 15 ¢ 18: b

2. State True or False

(1)  Decision theory provides a method for rational decision making when the consequences
are not fully known. A2

(2) Companies benefit most from considering their risks when they are performing well and
when markets are growing in order to sustain growth and profitability. " Tr2—

(3) Adecisionmakerisrisk neutral if he is concerned with what will be th]e most likely outcome.\ Tro—
—-*d’

(4) The decision outcome resulting from the same information may vary from manager to
manager as a result of their individual attitude to risk. “faa2-

(5) “Risk” can be defined in many ways. One definition has a negative connotation: “a
condition in which
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there is a possibility of an adverse deviation from a desired outcome.” T

—

—

(6) The variance and standard deviation both give an idea of the variability of the possible
values about the mean. w

(7)  Standard deviation is always exar_essed in the same units as the distribution. T A2
(8)  Uncertainty is risk that,(;a’n be measured. M"—"-—

(9)  If the occurrence or non-occurrence of one event does not change the probability of the
occurrence of the other event, the two events are said to be independent. v~ A2—

(10) The expected value of an action is found by multiplying the probability of each potential
outcome by its payoff. Trne

Answer:

True
True

Wik i=—

True

True

True
True
True
False

OWioiNioyivip

True

—_

3. Fillin the Blank
@,xpwa valiwe | | |
(1) is a term that means a weighted average of the possible values using the probabil-

ities as the wejghts
3 .
2 A afhount of future cash flow is often thought of as an absolute number.

(3) Approachem&Wped to choose the best option when the decision maker

has several and therei uncerta’lnt% W|Eh'r spect to future events.
(4) If a decision mak

srrestimeate the

of the future events, these should be incorpo-

the future that would enable us to make thelbest_choice toda

for any possible situation in the future.
Tw/\lj/\/

(6) s the systematic process of gathering, analysing and reporting data about markets
_to investigate, describe measure, understand or explain a situation or problem facing a
company or organisation.

(7) can be either primary (collected at first hand from a sample of respondents), or
secondary (collected from previous surveys, other published facts and opinions, or from
experts).
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Bualictst®

(8) data tells us why consumers think/buy or act the way they do.

(9)¢“’ja’i&ables identify and record all possible outcomes (or pay-offs) in situations where
the action taken affects the outcomes.

(10) TheMNl isd ecision maker should select the alternative that
offers thie least unattractive worst outcome.f

Answer:

1)  Expected value,
2) Budgeted,

3) alternatives,

Probabilities,

D

@)

Market research,
7
8
9
10) Maximin.

Data,

)

)

)

) Perfect information,
)

)

) Qualitative,

)

(
(
(
(
(5
(
(
(
( Pay-off,

(

4. Multiple Choice Question

(1)  Acompany is choosing which of three new products to make (A, B or C) and has calculated
likely payoffs under three possible scenarios (I, Il or Ill), giving the following payoff table.

. Product Chosen

_A B
| 20 8 10
I 2 70 100

I 50 (10) :
Using maximax, which g.f%guct w&% b@?
(a) Prm-
Product B

\}Z)/Product C

(d) None of the Products

(2) ABC Co is trying to set the sales price for one of its products. Three prices are under
consideration, and expected sales volumes and costs are as follows.

Price per unit ( %4) %4.30 34.40
. Expected sales volume (units)
condo b T ET 36 T2Y
N MA Inter M A i
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Best possible 16,000 = 14,000 = 12,500
. Most likely . 14,000 | 12,500 : 12,000
Worst possible __ 10,000 | 8000 6,000

Fixed costs aré 320,000 9nd variable costs of sales are 32 per unit.
Which price sho e chosen?
&@

(b) %4.30
(c) %4.40
(d) Insufficient data

(3) Suppose a manager has to choose between mutually exclusive options A and B, and the
probable outcomes of each option are as follows.

0.8 5,000 0.1 (2,000) - CYLOO
02 —% 6,000 0.2 5000 - YooO -t (200 = =

w | @ [ 77000 a
0.1 8,000 O_’Pﬁﬁ“
'(I'ar;e e;;zzt:d value (EV) of profit will be: o [ ( ')/U'UO') + O~ 2% iU'D%/:))vO
(b) 4,500 4 0°6%x 3700 + 01
S ¥ 5800 (2007 —+ 600 + Y200 + 800
(d) None of the above = E%OO

(4)  ABCstocks a weekly lifestyle magazine. The owner buys the magazines for 0.30 eacﬁ and
sells them at the retail price of 0.50 each.

At the end of the week unsold magazines are obsolete and have no value. The estimated
probability distribution for weekly demand is shown below.

Weekly demand in units Probability

20 Y 020 =
30 ~ 055 = \6°S
40 w 025 = |O
—
1.00 O-.g'
What s the expected value of demand? -—
30
(b) 20
(c) 25
82 | ,f”"gg'[;'o‘s;l’::"”"geme”tACC°“”t’”9 wwwisjcinstitute.com (W) 8100 112222
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(d) None of the above

A manager has to choose between mutually exclusive options C and D and the probable

outcomes of each option are as follows. lﬁl !l' : C.
- - . Xuo0

4 | F X0, 600

029 15000 ) 003  14,0007) & 00
0.54 20000 \ 030 17000 ( = YREO +10 <100
0.17 30,000 0.35 21,000 -

0.32 24,000 _ £ 20,L50

Both options will produce an income of ¥30,000. Which should be chosen?

- Y 002 < \PICS'DO?QD‘.Z
(b) Option D D - \\‘(U'DO% o "),x')HO"DO
© NoOption E&f 4 2lopo X028t O3
(d) Both the Options Yo <+ S oD T 43S0+ ?C&'P

Suppose a businessman is trying to decide which of three mutually exclusive projects _____
to undertake. Each of the projects could lead to varying net profit under three possible

scenarios. >= 0 2R®I0D+ o 220
Profits Project
: D | E F o = x( )0‘)

Scenarios | | - 224 U0+ ( Q"&>
| 032 100 80 60 - Lo
I ©*3% 90 120 85 S.—-;-
m 0° 39 (20 10 85

Which Projee(!-is-tobeselected? c= LY 0‘22 & \Lox 0%+ \0%024
@ D = Ut YoM => 6908

(b) E F - LoYoll 4 &EX D214 REX -3
- 204 2808 A28z F4ALC

(d) Insufficient data
A company is considering which one of three alternative courses of action, A, B and C
to take. The profit or loss from each choice depends on which one of four economic
circumstances, |, II, lll or IV will apply. The possible profits and losses, in thousands of
pounds, are given in the following payoff table. Losses are shown as negative figures.
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Circumstance | 70 60 70

I -10 20 -5
I 80 0 50
vV 60 100 1 >C

State which action wo‘dé—boe selekgeg usi@ of the maximax and maximin criteria?

@ A —10 @ -c P
(b) B R
(c C

(d) All of the above

(8) Suppose that a manager is trying to decide which of three mutually exclusive projects to
undertake. Each of the projects could lead to varying net profits which are classified as
outcomes |, Il and Ill. The manager has constructed the following payoff table or matrix (a
conditional profit table):

A = SO,000%* 2 + LSTOOXS

Net profit if outcome turns out to be 4 QDC]’DOY v
Project ; ;
A 250000 765000 280000 = |OODO <t 2A0DO
B 70,000 : 60,000 %75000 @ — L<OOO
C %90,000 | %80,000 : %55,000
Probability 02 | 06 | 02 R: 10000 ¥ 00 + LEDOOX

Which project would be chosen using EV?

L ‘LD(.,—G"ISUUOXO"?/
@ A (.= QODODYD L+ 8ODOOKG-+Soq0 .

- 4 26600
b B = [€6w0O3 \UesvO+ 1160 1500

% 1S6DO
\/KKC - ?}00 O, ‘ égmﬁ)
(d) None of the above -

(9) A manager is trying to decide which of three mutually exclusive projects to undertake.
Each of the projects could lead to varying net costs which the manager calls outcomes |,

[l and Ill. The following payoff table or matrix has been constructed: &C.ﬂ/bej— To ) Lo

1, To|Mex

—
<

Outcomes (not profit)

.~ 1(Worst) Il (Mostlikely) Il (Best) A\
' Project ' A : : ' ' o |20 %))
B O Q0 | 2D
¢ °2< | O [¢D

Which project should be undertaken under minimax regret rules?

8 4 | CMA Inter Management Accounting
MCQ Booklet
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|
T A
(b) B
() C

(d) Insufficient data

(10) The management of LT Company must choose whether to go ahead with either of two
mutually exclusive projects: A or B. The expected profits are as follows:

Profitif there is strong . Profit/(loss) if there is

] demand weak demand
Option A 34,000 %(1,000)
Option B 31,500 3500
Probability of 0.3 0.7
demand — T

Ascertain what the decision would be, based on expected values, if no information about
demand were available. —

y =% value

( I
(;) AandB - QoD % 02 —+ Q\O"DODXO‘F)
(d) None -

Answer: - \')/oD —+ C’l OO)

2

1 C
2 | a | - S_D D
4444444 3.0, Q) 4 Teo X 0~
451 a [; s ‘ Coo0 X (\ o 2
a
6 - \JS‘D 4 lg D
7 b
8 ¢ — ¢O0D
9. b -
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1. Choose the most appropriate one from given four alternatives:
(1) Type of accounting which measures, reports and analyse non-financial and financial
information to help in decision making is called:
(@) Financial Accounting
V(«b’(Management Accounting
(c) Cost Accounting
(d) Green Accounting
(2)  Which one of the following is not considered as a method of Transfer Pricing?
(@) Negotiated Transfer Pricing “
(b) Market Price Based Transfer Pricing \/
Mixed Cost Based Transfer Pricing
(d) Opportunity Cost Based Transfer Pricing

(3) In cost accounting, purpose of variance analysis is to:

(@) understand reasons for variances. ~"
(b) take remedial measures. &”"
(c) improve future performance. v

—
\(,GH/AII of the above

(4)  Absorption Costing is also known as:
\_(.a’}/TotaI Costing
(b) Committed Costing
(c) Target Costing
(d) Discretionary Costing
(5)  Which of the following is not correct with regard to Margin of Safety (MOS)?
(@) MOS= ProﬁyPV Ratio A
(b) MOS =Total Sales - Sales at BEP ~—"_

‘ (VWY 7V,
MOS = x 100 Total Sales - Sales at BER TotatSates] — A'wa-ﬂ
f\}d')/MOS PV Ratio x ?gles —Fljzed Cost = P’Y’f)"'r

(6)  Which one of the following is not to be considered for preparing a production budget?

(@) The production plan of the organization N
(b) The Sales Budget v

_JZ/Research and Development Budget
(d) Availability of Raw Materials

S CMA Inter Management Accounting
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(7)  The breakeven point is the point at which,

,\}a/T‘here is no profit, no loss v

(b) Contribution margin is equal to total fixed cost "

(c) Total fixed cost is equal to total revenue K
(d) All of the above. 7(
The P/V ratio of a product is 0.4 and the selling price is ¥ 40 per unit. The marginal cost of

=®

the product would be, 1;—'\'7' Lo = DY, 2, - Yo
- - U0 —ve CBW)
%?24 ap = ‘
() %20 Mbn: L—t'}(qw/' MW - \6

oo gy oo =(l) ok

(9) If standard hours are 400 @ % 1 per hour and actual hours are 380 @ % 1.25 per hour, the
labour rate varlance is:

(@ 220 (Favourable) LAV = (<SR- AR) XAN
(b) 25 (Favourable) - C \__l ‘),g') xX3&0

(¢) 100 (Adverse) - — 025 ¥ 2&0 =) - qg
T 95 (Adverse)

(10) The time taken for initial unit of a product is 100 hours. At 80% learning rate what is the

total time for 4 units.
(@) 100 hours go7/- Tkl Tl
(b) 80 hours /- = (Y ¥ Y

160 h '
o o ), ‘ , pSl
256 hours —_—

(11) Sales % 4,00,000; Variable Cost % 3,00,000; Fixed Cost X 75,000; Investments ¥ 1,50,000 and

desired 20% on investments. What is residual income? | - T@D_T - \SOW?
(@) % 25,000 W Aalun - VE - \_7 0 Nosind ¥ 20/
(b) ¥30,000 - Yooo00 ~ ~gL- TIETV . 20,000
(c) ¥20,000 _ 2;/0._00 —

\}df)/s (5,000) - /

(12) SalesinJanuary month < 3,00,000; Credit Sales are 80%; Credit perlod is 2months. Amount

collected in the month of March is QL vy Y. = 3—'400‘00
(@) %50,000 Q[ 4
) ¥2,40,000 b d/«.
(c) 40,000 N_’—-
=
90 |,f”"ggg’::;l’g"”ageme”tA“"“”””g @ wwwsicinstitute.com (W 8100 112222



(d) None of the above

(13) Planning and control are done by

‘/ka'(top management

(b) lowest level of management

(c) alllevels of management
(d) None of the above

(14) The use of management accounting is

(@) Compulsory
\,(b)/OptionaI
(c) Mandatory as per the law

(d) None of the above

(15) The budgets are classified on the basis of

(@) Time
(b) Function
(c) Flexibility
All of the above

SJC
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(16) Which of the following departments is most likely responsible for a price variance in direct

materials?

(@) Warehousing X
(b) Receiving K
n{@” Purchasing

(d) Production

(17) Idle time variance_is always:

(a) Favourable
MAdverse
(c) Favourable (or) Adverse
(d) None of these
(18) In marginal costing, stock is valued at
(a) Fixed Cost

\Jbﬂ/VariabIe Cost

(c) Inventory

(d) sales

wwwisicinstitute.com (W) 8100 11 2222
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(19) In two consecutive periods, sales and profit were ¥ 1,60,000 and % 8,000 respectively in
the first period and % 1,80,000 and % 14,000 respectively during the second period. If there
is no change in fixed cost between the two periods, the PV ratlg must be: PU(LM

(a) 20% M = 20,0007 PCAAOCi Ly L6500
(b) 25% MU) H;DD’OO . tg—ow—o )%xlm
30% . A=6000 O
(M 0—(, X O —\1 o0 R
(d) 40% 800 = <o/

(20) Budgeted sales for the next year is 5,00,000 units. Desired ending finished goods inventory
is 1,50,000 units and equivalent units in ending WIP inventory is 60,000 units. The opening
finished goods inventory for the next year is 80,000 units, with 50,000 equivalent units in
_beginning WIP inventory. How many equivalent units should be produced?

5,80,000 | SDOoV0 -t 6POTO
\% Tl euding i ety - oy 500

5,50,000
(c) 5,00,000 M mefmﬂd 80,000 + U o0
(d) 5,75,000 = |, 30,000

(21) Akash Ltd. is preparing its cash budget for the period. Sales are expected to be ¥ 1,00,000
in April, 2016; % 2,00,000 in May 2016 X 3,00,000 in June 2016 and % 1,00,000 in July 2016.
Half of all sales are cash sales and the other half are on credit. Experience indicates that
70% of the credit sales will be collected in the month following the sale, 20% the month
after that and, 10% in the third month after the sale. The budgeted collection for the
month of July, 2016 is:

(@) %1,30,000
\M %1,80,000

(©) % 2,60,000 <04 72mg
(d) %3,60,000 AR A= 10 <75 = T AQxAR

(22) During the month of March, 560 kg of material was purchased at a total cost of ¥ 15,904.
The stock of material increased by 15 kg. it is the company’s policy to value the stocks at
standard purchase price. If the material price variance was X 224 (A), 1 T 224 (A), the standard price

per kg. of material is : <o . -y !
(a) 2840 Shaudord ‘t““"d"'j;a L@ J 1‘6
% 28.80 _ X A&
\jﬁ/%zsoo MPV = (SR~ AR )
o I ER= 22y
d) 22020 =~ *=
(23) Cost Priceis not fixed in case of: ‘_}_'L\ﬂ _ (g R- 2K L'D

(3 Cost plus contracts §LO
® (b) Escalation clause —0- R 2R Lﬂ
g?\ = —oytag Y= "E')'g
92 ;,nggg:::;/ganagementAccounting WWW.SJCInStItUte.Com 08100112222



(c) De escalation clause
(d) All of the above
(24) Continuous stock taking is a part of:
(@) ABCanalysis
(b) Annual stock taking
\,L(){rpetual Inventory

(d) None of these

(25) In Reconciliation Statements expenses shown ghly in financial accounts are:

\_)a')/ Added to financial profit
(b) Deducted from financial profit
(c) Ignored
(d) Added to costing profit
(26) Operating costing is applicable to:
(@) Hospitals
(b) Cinemas
(c) Transport undertaking
L(.d{AII the above
(27) Flexible budget requires a careful study of:
.\Jz)/Fixed, semi-fixed and variable expenses
(b) Pastand current expenses
(c) Overheads, selling and administrative expenses
(d) None of the above
(28) Which of the following items is not excluded while preparing a cost sheet?
(@) Goodwill written off
(b) Provision for taxation
Mropergtax on factory building
(d) Interest paid

(29) The most important element of cost is:
pre—
\Jea‘)/MatenaI
(b) Labour
(c) Overheads
(d) Allthe above
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(30) Depreciation is an example of:
VCa')/Fixed cost
(b) Variable cost
(c) Semi variable cost
(d) None of the above
(31) Joint cost is suitable for:
(@) Infrastructure industry
(b) Ornament industry
V(Q/Oil industry
(d) Fertilizer industry
(32) Which statement best describes the role of the management accountant?

(@) Management accountants prepare the financial statements for an organization. 7&

Manage\r’ryccountants facilitate the decision making process within an organi-
zation.

(c) Management accountants make the principal decisions within an organization.
(d) Management accountants are basically information collectors.

(33) In afactory when production is increased within the relevant range then:

(@) Variable costs will vary on a per unit basisx
\)bﬂ/{/ariable costs will vary in totaln"
(c) Fixed costs will vary in total 3

(d) Fixed and variable costs stay the same in total

(34) The main objective of budgetary control is:
(a) todefinethe goal ofthe firm YA
——
'\/ebf to coordinate different departments

(c) to plan to achieve its goals ~""
(d) all of the above

(35) Method of pricing, when two separate pricing methods are used to price transfer of
products from one subunit to another, is called:

4 dual pricing

(b) functional pricing

(c) congruent pricing

(d) optimal pricing

CMA Inter Management Accounting . s e
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(36) When are overhead variances recorded igra standard costing system? )
(@) when the goods are transferred out of work-i-progress.

when the factory overhead is applied to work-in-progress.

(c) when the cost of goods sold is recorded

(d) when the direct labour is recorded

(37) Management Accounting is an integral part of management concerned with

mformatl\cy e \_/

Mentlfxmg, presenting and interpreting
(b) identifying and presenting

(c) identifying
(d) None of the above
(38) Management Accounting is related with

(a) formulating strateqgy \_/

(b) planning and controlling activities "

(c) optimizing the use of resources

\.(.d')/AII of the above

(39) Despite the development of Management Accounting as an effective discipline to
improve the managerial performance, it has some limitations. Which of the following is a

limitation of management accounting?

Psychological Resistance

(b) Physiological Resistance
(c) Both of the above
(d) None of the above

(40) The primary objective of Management Accounting is to

(@) maximize profits

(b) minimize losses

() ximize profits or minimize losses
Mofthe above

(41) Management accounting is concerned with data collection from

(a) internal sources

(b) external sources

,\M/;nternal and external sources

(d) internal or external sources
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(42) Management Accounting is concerned with accounting information, which is useful to
the@aagement - This definition is given by

\/K Robert N. Anthony
(b) Brown and Howard
(o CIMA
(d) The Institute of Chartered Accountants of England and Wales

(43) Marginal costs is taken as equal to
,\}af?/Prime Cost plus all variable overheads

(b) Prime Cost minus all variable overheads

(c) Variable overheads
(d) None of the above

(44) Marginal costing is also known as

(@) Direct costing
(b) Variable costing
\/(()/Both AandB
(d) None of the above
(45) Which of the following costs is relevant in decision-making?

.\)z)/committed costs

(b) accounting costs

(c) historical costs
(d) cash costs
(46) An opportunity cost is the cost of

V(z)/lost business

(b) unplanned new business

(c) obtaining new business opportunities
(d) the next best alternative course of action

(47) In a product mix decision, which is the most important factor to consider in order to try

to maximize profif2.

- —

& contribution per unit of a scarce resource used to make the product

(b) contribution per unit of the product
(c) variable cost per unit of the product

(d) product unit selling price

CMA Inter Management Accounting . s e
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(48) Which of the following costs incurred by a commercial airline can be classified as variable?
(@) Interest costs on leasing of aircraft 7&
(b) Pilots’salariesy(
(c) Depreciation of aircraft AN
\j,df)/None of these three costs can be classified as variable

(49) The basic decision rule on acceptance of special contracts is:

(@) Accept the special contract if additional fixed costs can be covered by contribution
from other products

(b) Accept the special contract if the additional revenue from the contract exceeds the
fixed costs of manufacture

ycept the special contract if it produces a positive contibution to 6xed costs )74

(50) If budgets are prepared of a business concer rcertair taking each and every
function separately such budgets are called .
/

(@) Separate Budgets
Mnctional Budgets
(c) Both of them

(d) None of the above

(51) Which of the following is not an example of functional budget?

(@) Production budget

MCost of production budget —>* X
(c) Materials budget
(d) None of the above

(52) Which of the following is an essential of a budget?

(a) Itis prepared for a definite future period "
(b) Itis astatement prepared prior to a defined period of time ~
(c) TheBudgetis monetary and | or quantltatlve statement of policy "

\}OW/AIIoftheabove T-7(Salﬂé —+ (‘/Q%U/ﬁ WM U’txlzv'f'-? {u_w‘

(53) When preparing a production budget, the quantity to be produced equals

(@) sales quantity + opening inventory of finished goods + closing inventory of finished

goods

sales quantity — opening inventory of finished goods + closing inventory of finished

goo

S CMA Inter Management Accounting
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(c) sales quantity — opening inventory of finished goods - closing inventory of finished
goods

(d) sales quantity + opening inventory of finished goods - closing inventory of finished
goods

(54) In comparing a fixed budget with a flexible budget, what is the reason for the difference
between the profit figures in the two budgets? ‘

Different I_evels of activity

(b) Different levels of spending
(c) Different levels of efficiency
(d) The difference between actual and budgeted performance

(55) When budget allowances are set without the involvement of the budget owner, the
budgeting process can be described as: _

\Mop down budgeting
(b) negotiated budgeting
(c) zero based budgeting
(d) participative budgeting
(56) For which of the following would zero based budgeting be most suitable?

(a) Building construction ~— MM Resed M@d\w(

(b) Mining company operations’k

() Transport company operations K JA
V(d{Gg/ernment department activities — VULOS{’D'% ‘o cot one g a\l,f:; .

(57) Which among the below is the reason behind Material Price Variance:

(@) Change in basis purchase price of material. " -

(b) Uneconomical size of purchase order.

(c) Payment of excess or less freight.

Al of the above

(58) Inafactory Standard rate per hour ¥ 4, Standard time per unit of output — 20 hours, Units
produced - 500, Agual hours worked - 12,000. Compute Labour Efficiency Variance.

(a) 26000 (Favourable) Lalsdian co=k 66\*-4
\_(b‘)/?SOOO (Adverse) ‘ ko oole @ £Y
(c) 9,600 (Favourable) D0 “\x \OOODWM @ T L“

(d) %8000 (Favourable) eV = (SLH—ALHIX SN

(59) MSE Manufacturing gives you the fQllowing details.

Standard Price per kg of Mateffal 2, = C_\ O, 000 — |2/ 0'003 j_;‘o
= —26p0¥XY--&
98 | ,f,,nggg::;,ganagementAccounﬁng www.sjcinstitute.com e 8100 11 2222



SJC

Institute

AR perunik = E200D T

Actual Material used 2,000 kg, ') 2L 000 K—%
Actual cost of Material ¥ 3,000.

Actual output 2,100 kg. M?\/ - CSK A’KD X Py&
Compute Material Price Variance. C&" \ S) % DO kﬂ,

(@) ¥ 1050 (Favourable) 5
(b) %1142 (Favourable) = b L ¥ 200

% 1000 (Favourable) - 10-00 ( 1;) ’
(d) None of the above

(60) Which of the following factors does not affect Learning Curve
(@) Method of production K\
.\,Uaﬂ/Labour strike n”"
(c) Shutdown
(d) Efficiency rate

(61) Which of the following is not a reason to use the concept of Learning Curve?

(@) Labour efficie
Introducing new technology
\ /L | P £

tS—varge-eranTelicCl

(d) Standardization, specialization, and methods improvements
(62) Learning curve theory is not applicable to

(a) Direct labour \/

(b) Material v

(@)

Spoilage and defective works
verhea
(63) Decision=
(@) Past
\/(b‘(Future

(c) Pastand Future both
(d) None of the above

ing concerns with:

(64) A large Margin of Safety indicates

(@) Over-Capitalization

) The soundness of business
(c) Over-Production
(d)

None of the above

. CMA InterManagementAccounting|
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(65) Revision of budgets is

(@) Unnecessary
Cannot determine
,\)ﬁ/Necessary

(d) Inadequate data

(66) Which of the following operating measures would a manager would like to see decreas-
ing over time?

(@) Merchandise Inventory Turn-over '){
\,(«b’{TotanuaIity cost n

(€) % of on-time deliveries

(d) Finished Goods Inventory Turn-over

(67) Another name for the ‘Learning Curve'is

(@) Exponential Curve

(b) Growth Curve

() Production Curve
Experience Curve

(68) The well known basic function of management is

(@) Motivating

) Leadership
.\)z/l‘)ecmon making
(d) Communicating

(69) Contribution margin is equal to

(@) Sales - Fixed Cost - Profit @ ‘go‘,‘u -V C;.

(b) Profit + Variable Cost @ FC- _{_ qma%_;_*
\),d/lnzixed Cost - Loss

(d) None of the above

(70) In a system whereby all activities are revaluated each time a budget is formulated and
starts with the assumption that requirement of funds does not exist is called

(@) Performance Budgeting
(b) Programme Budgeting
(c) Flexible Budgeting

\/k{Zero based Budgeting

CMA Inter Management Accounting . s e
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(71) The management’s time is saved by reporting only the deviations from the predeter-
mined standards is called

(@) Management by objectives
(b) Budgetary Control
(c) Standard Costing

WManagement by Exception
(72) Marginal Costing is also known as

(@) Direct Costing
(b) Absorption Costing
(c) Variable Cost

w
Z\

Another name for ‘Contribution’is

\,(a')/!-VIarginaI Income

(b) Gross Profit
(c) NetlIncome

(d) None of the above

(74) Management Accounting
(@) accumulates, summarises and analyses the available data. —
(b) is primarily concerned with the requirements of the management. Y
makes Corporate Planning and Strategy effective. ——

,\_jda/All of the above VCs

(75) XYZ Ltd. makes a special gadget fort it manufactures. The machine for the gadget
works to full capacity and incurgX 15 Lakhs pnd % 40 Lakhs respectively as Variable and
Fixed Costs. If all the gadgets were ed from an outside supplier, the machine could
be used to produce other items, which would earn a total contribution p

What is the maximum price that XYZ Ltd. should be willing to pay to tp€ outside suppller
for the gadgets, assuming there is no change in Fixed Costs?

\pY Z40Lakhs  Tokod contlo” W QX cers @Mjfi
(b) %65 Lakhs — e camnd & exbacondibedion

() %25 Lakhs - Elﬁ\/ +ELC\/
(d) 15 Lakhs - F \40‘/.

(76) When a manager is cgncerned wi itoring total cost, total revenue and net profit
conditioned upon thellevel of productivity, ah accountant should normally recommend

S CMA Inter Management Accounting
www.sjcinstitute.com e 8100 11 2222 MCQ Booklet 1 01



SJC

Institute

Flexible Standard

etlng costing
\j/ Yes Yes \/

No
(C) No Yes
(d) No No

(77) The difference between hours paid and hours worked is known as

(@) Labour rate variance

(b) Labour efficiency variance
V(Je')/ldle time variance

(d) Net efficiency variance

(78) The difference in total cost that results from two alternative courses of action is called

(@) Relevant Cost
) Opportunity Cost
.V(.CKle'ferentlalCost

(d) Marginal Cost

(79) Abudget that gives a summary of all the functional budgets and projected Profit and Loss
d_’
A/cis known as )

\_,(z)/Master budget

(b) Flexible budget

(c) Performance budget

(d) Discretionary budget

(80) When there are no opening or closing stocks, proﬁt under marginal costing will be

(@) Greater than in absorption costing QFdOdL >C',°~O£'-Lu-ﬂ el — M 4,7‘)?1\
(b) Less than in absorption costing . A:!'OGQL 79‘9\ MHocl — ACD P

w@ef Equal to absorption costing . Q‘\'Ow - OT, LA\'PCQ{ — A_c._: ME
(d) Greater, Lower or Equal depending on certain factors pr—
(81) Break Even Point can be reduced by PV 'B‘a»U/O 'T\

(@) Increasing selling price per unit

PV ~odo t(b) Reducing the variable costs BE:F\ " Fc\b
(c) Reducing fixed costs FC—\}' k PV/LAH/O /1\

,\)pla/AII of the above Tuwexsc
5 oden
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(82) One of the following is not within the scope of Management Accounting
(@) Formulation of policies \/
\)br)/CIassiﬁcation and collection of costs

(c) Planning and co-ordinating the activities of the enterprise

—

(d) Decision making on alternative courses of actio

SJC
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(83) AB company budgets for fixed overhead of ¥ 24,000 ? and Production of 4800 units. Actual
Production is 4200 units. If fixed overhead cost st increasedkis ¥ 22,000, the Fixed overhead

volume variance hce Wil be. be M
(@) ¥ 1,000 (Adv.)

yZOOO(FaV) Porl uolume Vo amet
23,000 (
(

3,000 (Adv.)
(d) ¥ 3,000 (Fav.)

nswer: Fol’(r'aaxL = BH000 AN
A W yeod - —

b) Management Accounting

= (AP RP) X BN

i

(M

(2) (c) Fixed Cost Based Transfer Pricing FOH v d Var OAel_

(3) (d) Allofthe above

(4) (a) Total Costing = (\{Q’OO -4 &OODX s
(5) (d) MOS =PV Ratio x Sales — Fixed Cost - - 8000

(6) (c) Research and Development Budget N BDDO C M/V'CA-Q-Q')
(7) (@) Thereis no profit, no loss - _—

8) (b) T24

(9) (d) T 95 (Adverse)

(10) (d) 256 hours

(11) (d) % (5,000)

(12) (b) % 2,40,000

(13) (a) top management

(14) (b) Optional

(15) (d) All of the above

(16) (c) Purchasing

(17) (b) Adverse

(18) (b) Variable Cost

(19) () 30%

(20) (a) 5,80,000
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(21) (b) % 1,80,000

(22) (c) %28.00

(23) (a) Cost plus contracts

(24) (c) Perpetual Inventory

(25) (a) Added to financial profit

(26) (d) Allthe above

(27) (a) Fixed, semi-fixed and variable expenses

(28) (c) Property tax on factory building

(29) (a) Material

(30) (a) Fixed cost

(31) (c) Oilindustry

(32) (b) Management accountants facilitate the decision making process within an organiza-
tion

(33) (b) Variable costs will vary in total

(34) (d) to coordinate different departments

(35) (a) dual pricing

(36) (b) when the factory overhead is applied to work-in-progress

(37) (a) identifying, presenting and interpreting

(38) (d) All of the above

(39) (a) Psychological Resistance

(40) (d) All of the above

(41) (c) internal and external sources

(42) (a) Robert N. Anthony

(43) (a) Prime Cost plus all variable overheads

(44) (c) BothAandB

(45) (@) committed costs

(46) (a) lost business

(47) (a) contribution per unit of a scarce resource used to make the product

(48) (d) None of these three costs can be classified as variable

(49) (c) Acceptthe special contract if it produces a positive contribution to fixed costs

(50) (b) Functional Budgets

(51) (d) None of the above

(52) (d) All of the above
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(53) (b) sales quantity — opening inventory of finished goods + closing inventory of finished
goods
54) (a) Different levels of activity
55) (a) top down budgeting
56) (d) Government department activities

d) All of the above

58) (b) ¥ 8000 (Adverse)

59) (c) T 1000 (Favourable)

60) (c) Shutdown

61) (b) Introducing new technology
62) (d) Overhead

63) (b) Future

64) (b) The soundness of business

¢) Necessary

66) (b) Total quality cost

67) (d) Experience Curve

68) (c) Decision making

) Fixed Cost - Loss

70) (d) Zero- based Budgeting

71) (d) Management by Exception

72) (d) Variable Costing

73) (a) Marginal Income

74) (d) All of the above

75) (a) T 40 Lakhs

76) (a) Yes Yes

77) (c) Idle time variance

78) (c) Differential Cost

79) (a) Master budget

80) (c) Equalto absorption costing

81) (d) All of the above

82) (b) Classification and collection of costs
83) (c) 3,000 (Adv.)
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2. Match the following in Column | with the appropriate in Column Il
1. Match the following:
; Columnl N Columnlll
1. i Learning Curve 2 A Negotiated Pricing
2.  Zero Based Budgeting D) B Human Phenomenon
3.  Transfer Price C  Fixed Costs are charged to cost of
A production
4. Absorption Costing C, D | Discretionary cost
2. Match the following:
Columnli
1. Inter-firm Comparison B Decision Making
2. Margin of Safety C. B  Difference between Standard and
Actual cost
3.  Variance Analysis R C  Profit/ PV Ratio
4. | Differential Costing #r D Technique for evaluating performance
3. Match the following:
; Column| %% Columnlli
1. Transfer Pricing \5 A Opportunity Cost
2. Budgetary Control a. B : Divisional Profits,
3. Learning Curve D C  An Executive Function
4. : Relevant Cost A D | A mathematical or Statistical
Technique
4. Match the following:
é Column| %% Columnlli
1. The method which is followed for A Fixed Cost / P/V ratio
evaluation of equivalent production
when prices are fluctuating. C,
2. :Inhospital the cost unit is B : (Standard Yield for actual Mix minus
€ Actual yield) x Standard Yield price
3. | Break even point (in value) A C  Average Price method
Direct material yield variance B D  Fixed, Variable and Semi Variable
Costs
5. | Aflexible budget takes intothe 1.0 E  Perbed
account -
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5. Match the following:

Column i

V 1. i P/V Ratio

‘A Decision Package

5. i Process Costing

O —

E : (Standard hour for gctual production
minuLﬂctuaI hours) x Standard Rate

C.
2.  Direct Labour Efficiency E B  Equivalent Production
3.  Zero Based Budgeting »‘-\ C Total Contribution / Total Sales Value
— x 100
4.  Contract Costing D Work Certified
R

6. Match the following:

Column i

Transfer Price  Goal Congruence
Zero Based Budgeting Responsibility Accounting

A A
E B
Performance budgeting (2 C Performance Measurement
¢ D
E

Throughput Accounting Notional Profit
. Profit Earned on a Contract Account D . Not on the basis of trends

7. Match the following:

i wNnes

Column i

Process Costing

Work Certified

. C A
2. i Margin of Safety D B Budgetary Control
3. | Efficiency Variance c C  Contract Costing
4. Equivalent Production A D | CVP Analysis
5. =Y E

- Zero Based Budgeting Labour Cost Variance

8. Match the following:

Management by Exception
- ABC Costing

Retention Money

5 Column| Columnlll
1. Cost Driver V V Contract Costing
2.  Bottleneck Hours ( Financial Soundness of Business
3.  Budgetary Control :I'hroughput Accounting
4,
5.

D >o0 m

Margin of Safety

9. Match the following:

Column | Columnlll

1. ' Relevant Cost

c Cost Control
2.  Standard Costing A B  Decision taking
3. | Flexible Budget e ne—AFuture costs affected by decisions
N CMA Inter M A '
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Differential Cost Analysis

o

. Profitability rate

B
D

Angle of Incidence

m

. Budgetary Control

10. Match the following:

Column Il

Uniform Costing

V Design of the Product

Value Engineering

Measures divisional performance

Variance Analysis

Contract C(Ssting

Escalation Clause

Management by Exception

ik iwin =

Residual Income

P Co>rm

g fla P e >

Technique to assist inter-firm

. —_—
comparison

11. Match the following:

Column Il

CAS2

1. Research and Development cost
2. : Depreciation on computer B  Forms part oWenses
purchased for office
3.  Abnormal loss is transferred to C Costing}rﬁt and Loss Account
4. In electricity companies, the cost unit )) ﬂb/ﬁ(tt
is \
5.  The summary of all functiona| ' CAS 18
budgets Y
6. : Cost of free sample F : Forms part of office and administra-
distributed X ‘ tion expenses
7. ; G | Per contract
8. H  Not shown in the cost sheet but
debited to profit and loss account.
9. /Saap value of abnormal loss of | i Not shown in the cost sheet but
/ finished output credited to profit and loss account.
/ 10. | Cash discount allowed J Master budget

12. Match the following:

Column Il

V Market Based Price

Break - Even Analysis

Difference between costs of two B

alternatives

S g >

. C,
2.  Decision Unit D) Differential Cost
3. | Margin of Safety A Transfer Pricing
4.

Zero Based Budgeting

108
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13. Match the following:

Column i

1. i Management Accounting C. A Suitable information to internal and
external users

2.  Fiduciary Accounting D B Suitable information to operation
management

3.  Financial Accounting A C Suitable information to internal users

4.  Cost Accounting S D Suitable information to third parties

14. Match the following:

Column | é é Column Il

Contribution

Relevant Cost

Excess over Break Even Sales
Unavoidable W

General Administrative overhead
Marginal costing A
Make or buy decision >
4.  Margin of Safety a,

15. Match the following:

win =

O N >

Column | % % Column Il

‘Rationalisation’
Summary Budget
Sales Demand
Encourages Slack

Principal Budget Factor

Incremental Budgeting
ZBB
4. | The Master Budget

16. Match the following:

win o~

FDOB
ONw >

Column i

1. Distinctive feature of Learning curve . A On the principle of exception

2.  Standard costing works B | is designed to fix responsibilities on
A executives, through the preparation of
Budgets.l
3. | Budgetary Control system C is that notional value at which goods
and services are transferred between
B divisions

in a decentralized organization.

4. : Transfer Price D  Persons engaged in repetitive task will
a improve his performance over time.

17. Match the following:

Column | é é Column Il

1. iLearning Curve Q A Theodare P. Wright
2.  Transfer Price C- B Cumulative Average Time
www.sjcinstitute.com (W) 8100 112222 CMAlnter Managementhccond | 109



(@)

Experience Curve D Notional Valye
4. Factors affecting the cost of Airlines [\ D  Boston Consulting Group

18. Match the following:

Column Il

1. Budgetary Control System D A | Are useful for budget and

performance evaluation.

2. Standard Costs A B Helps in profit planning and analysis
3.  Marginal Costing = C  Aims at adherence to planning costs
l

Cost Control D : Theintroduction and implementation

of the system may be expensive

19. Match the following:

Column| Column II

1. Absorption Costing -D A Is concerned with accounting
information which is useful to
Management.

2.  Management Accounting /-\- B | At which total revenue is equal to
total cost.

3.  Break Even Point C Isfrequently used in conjunction with

E establishing bid price for contract.

4. :lLearning Curve C. D  Both fixed and variable costs are

considered for inventory valuation.

Answer :
Ans: 1 Ans: 2 Ans: 3 Ans: 4 Ans: 5 Ans: 6 Ans: 7 Ans: 8
i) B (i :D (i) B (i C (i C i A (i) :C (i) ‘E
i D Gi) C (i) C (i) E (i) E (i) E @i D | (i) C
i) A G B (i) D o Gii) A iGi) A (i) B (i) E (i) D
iv) iC (iv) P A (iv) P A (iv) iB (iv) :D (iv) iC (iv) iA (iv) iA
W D v B (v D (v B (v B

Ans: 9 Ans: 10 Ans: 11 Ans: 12 Ans: 13 Ans: 14 Ans: 15 Ans: 16
M C () E (i) E M Cc @ Cc @ D G C @ D
@) A i@ A . G) F o G) D  G) D (i) A (i) D (i) A
(i) (B (i) D (i) C (i) A (@) A (i) B (i) A (i) B
(iv) E (ivy C (v D (v B  (vB (v C (v B (v C
v D (v B (v J

(vi) i B

(vi) G
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Ans: 17 Ans: 18 Ans: 19
(i) (i) :D (i) :D
i)

5
(iii)
(

(iv)

.>.U.m -

( A
e

3. State whether the following are ‘True’ or False
s Tedunical eahuadzo’
(1) Standard Costs are arrived on the basis of costs mcurred in the past.

(2) _Experience Curve effects are reinforced when two or more products share a gpmmon

resource. Falag, ‘._)au.p_ b1'¥$‘\’
(3) Preparation of a Master Budget precedes preparation of Functional Budgets. f@\2 2

(4) Other variables remaining constant, a hike in selling price per unit will lower the Break
Even Point. [aAL,

Uniform costing is a method of costing. Fa fne.

A variance may be either favourable or adverse. 2>

Variable Cost is also known as Indirect Cost. Fatne
R _/
It is optional for a company to have ﬁna{]cial accounting. Falne
: : — oA : :
) There is no difference between standard costing and budgeting. rUee
) iffgrence between the selling price ang the variable cost. T g,
(AN — _—
) is also known a key factor or limiting factor.m
 A—
) Multifle costing is suitable for banking industry. Feloe.
)
)
)

)
)
7)  Marginal cost equals to prime cost plus variable overheads. e
)
)

Contribution is the d

Cost ledger control account makgs,the cost ledger self balancing. T

S CMA Inter Management Accounting
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(22) Bin card are not the part of accounting records. (AL~
(23) The profit calculated under absorption costing and marglnal costlng is always equal. Mﬁﬂ-
(24) Aflexible budget takes into account only fixed costs - .
(25) At breakeven point, margin of safety is nil. Al D me hd 'W\MLM
(26) An increase in production means an increase in overal productivity. \wearsnet s O
(27) Management Accounting is a traditional approach to accounting ‘am V“"?m'm
(28) The information in the management accounting system is used for three different
purposes. Taug. tMW‘“jr Uvd'rpLLuhS p iacrn MW
(29) Management accounting helps in decision making only, not in strategic decision making. ‘Fa_Rn.e_.
(30) The scope of Management Accounting is broader than the scope of Cost Accounting. “{y2A2-
(31) Asthereports generated by management accounting are not used by any external party,
the business enterprises don‘t need to take care of GAAP. “Taanl_
(32) Management accounting records are kept for public. ﬁ.ﬁn&.
(33) In marginal costing, managerial decisions are guided by Mtww MM—’
(34) In Absorption Costing, closing stock is valued at full cost. AR, ( Hw < VIW\)
(35) Inmarginal costing, fixed costs are treated as period cost. {raa2_
(36) Marginal costlng isa technlque of cost control T.‘a,lr_ye;
(37) When of material is the limiting factor, products are ranked based on

(39)

ratio. n .
—° oAl dable. Talioe MP""E‘#&“"L‘-

Falne Codibedm / P v of RM

Ue (%) is the limiting factor, products are ranked based on Profit Volume

—
—

Fixed costs are always unavoidable.

(40) A budget isp,e(a quantitative statement. o

(41) The principal budget factor is the factor which limits the activities of an organisation. -l_'a-vcﬂ_.
(42) The flexible budget also called as Sliding écale Budget. me

(43) The budget is imposed by m management. Wa

(44) The sales budget is an example of functional budget. TrUL_,

(45) Responsibility accounting is also called profitability accounting and activity accounting. [z
(46) Learning curve passes through three stages. il LWVM ,Q. MW)
(47) Learning curve suggests great opportunities for cost reduction. s e.

(48) Application of learning curve concept pre-requisites uninterrupted flow of work. T

(49) Learning curve effects make the value chain mef-ﬁefen-te%{w —) Fﬁoﬂ"

(50) The more experience a firm has in producing a particular product, the%its costs. Faldne_
(51) Management Accounting is largely based as such total accuracy is not
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ensured under Management Accountancy. vz
The majn pbjective of Budgetary control is to co-ordinate the different departments. Tewt-

ard Costing are dpplicable in Banking Industry. s
Learning Curve is a Cost Reduction technique. TaiuLe.

—

Standard Costing may not be suitable for small concerns. T>wv_2.

_—
Production Budget is prepared b%@ Qales Budget. Fg_Qra-e_

)

)

)

)

)

) Budgets are always prepared for one year.W

) Marginal Costing is useful for Jdng term planning. “f&{<—

59) Profit Planning and Control is not a part of Budgetary Control Mechanism. W

—

) Standard Costs are based on technical assessments. Trwe coles 0 g
) PV Chart exhibits the relationship between profit and overhead volume.l-:a,QM,.
)
)
)
)

—

A Sequential profit graph is prepared when multiple products are produced. “To> AL

Management Accounting is largely based on than estimates. Feloe-

Zero-Base budgeting is more suitably appli%able to Discretionary Cost areas. Tore-

The PV ratio H'gefeases-wheh the fixed cost of a firm decreases. FJ(:Z-—‘ LoD
pvalilo = ™
~ fals

Answer Key:

(1) False (14) True (27) False (40) False (53) False
(2) False (15) False (28) True (41) True (54) False
(3) False (16) False (29) False (42) True (55) True
(4) True (17) True (30) True (43) False (56) False
(5) False (18) False (31) True (44) True (57) False
(6) True (19) False (32) False (45) True (58) False
(7) False (20) True (33) False (46) True (59) False
(8) False (21) False (34) True (47) True (60) True
(9) False (22) True (35) True (48) True (61) False
(10) False (23) False (36) False (49) False (62) True
(11) True (24) False (37) False (50) False (63) False
(12) False (25) True (38) True (51) True (64) True
(13) False (26) False (39) False (52) False (65) False
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1. Choose the most appropriate one from given four alternatives:

(1)  Management Accounting
(@) Accumulates, summarizes and analyses the available data. v
(b) Is primarily concerned with the requirements of the management. «~—
(c) Makes Corporate Planning and Strategy effective. o
VM{AII of the above
(2) Management accounting can beviewedas
(@) Marketing-oriented Accounting %
Management- oriented Accounting
(c) Accounting-oriented Management
(d) Manager-oriented Accounting

(3) The main objective of management accounting is

(@) To maintain the accounting records K

(b) To know the amount due from customers and suppliers &

\/KTO ascertain analyse and interpret the results of business operations

(d) To record all the business transactions

(4) is the study of managerial aspects of financial accounting

(@) Costaccounting
(b) Financial accounting
\((( Management accounting
(d) Business accounting
(5) The purpose of management accounting is to help make decisions
.\)a{ Managers "
(b) Investors
() Marketers
(d) Banks

(6) Management accounting assists the management in

(@) Planning
(b) Directing
(c) Controlling
All of the above

S CMA Inter Management Accounting
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(7)  ‘Period of lost relevance’is the of the evolution of management accounting.

< —

(@) 1ststage
2nd stage
'\,(((3rd stage
(d) 4th stage

(8) criteria are a set of standards for a company’s behaviour used by socially conscious
investors to screen potential investments.
——

(@) JT

(b) AMT
ESG

(d) ABC

(9)  Management accounting information helps managers formulate strategy by answering
which of the following questions?

(@) Who are the most important customers, and how can the company deliver value to
the customers? N

(b) Whatis mosfcritical capabiljll of the company which may be technology, production,
or marketing? "

How can we leverage it for new strategic initiatives?

mll of the above

(10) Managementaccounting with specificfocus on environmentalissues is becoming increas-
ingly important in organizations as environmental costs are large in many organisations.

There are three specific reasons for this, which are “/

(@) Environmental costs are often high in the many manufacturing organisations

(b) Regulatory requirements often impose huge fines for non-compliance
Both 1 and 2

(d) Companies are increasingly realizing that being socially and environmentally
responsible declines their image and this has positive impact on their bottom line.

(11) Management accounting is concerned with data collection from
(@) internal sources
(b) external sources
Mnternal and external sources
(d) nternal or external sources

(12) Management Accounting is concerned with accounting information, which is useful to
the management - This definition is given by

‘J,aa/ Robert N. Antho

CMA Inter Management Accounting . s e
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(b) Brown and Howard
(o CIMA
(d) The Institute of Chartered Accountants of England and Wales

(13) The primary objective of Management Accounting is to

(@) maximize profits

(b) minimize losses

(c) aximize profits or minimize losses
\MI of the above

(14) Which of the following is a correct definition of activity-based management?

(@) An approach to the costing and monitoring of activities which involves tracing
resource consumption and costing final outputs. Resources are assigned to activities
and activities to cost objects based on consumption estimates. The latter utilize cost
drivers to attach activity costs to outputs.

(b) The identification and evaluation of the activity drivers used to trace the cost of
activities to cost objects. It may also involve selecting activity drivers with potential
to contribute to the cost management function with particular reference to cost
reduction A

(c) A method of budgeting based on an activity framework and utilizing cost driver data
in the budget- setting and variance feedback processes. k

Véd{A system of management which uses activity-based cost information for a variety of
purposes including cost reduction, cost modeling and customer profitability analysis

——————————

(15) Which of the following characteristics would be an indicator that a company would
benefit from switching to activity based costing?

(@) Only one homogenous product is produced on a continuous basis P4
(b) The existing cost system is reliable and has produced excellent results

MOverhead costs are high and increasing and no one seems to know why

(d) The costs of implementing ABC out-weigh the benefits

(16) According to the Chartered Institute of Management Ac cost attribu-
tion to cost units on the basis of benefits received frogfh indirect activities e)g. ordering,
\_”/

setting up, and assuring quality is known as:

(@) Absorption costing
(b) Marginal costing
.\/(2?/ Activity-based costing

(d) Job costing

(17) Inan ABC system, which of the following is likely to be classified as a batch level activity?

.\jz)/Machlne set-up

S CMA Inter Management Accounting
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(b) Product design
() Inspection of every item produced
(d) Production manager’s work
(18) Activity based costing
(@) Uses a plant wide overhead rate to assign overhead
(b) Is not expensive to implement &

(c) Typically applies overhead costs using direct labour hoursod

Uses multiple activity rates

(19) Which of trhe following activities is not a batch level activity?

(@) Processing purchase orders

~_&" Designing products
(c) Receive raw materials from suppliers

(d) Setting up equipment
(20) Which of the following is not included in batch level activities?
(@) Material ordering cost
(b) Machine set-up cost
(c) Inspection cost
\WDesigning the product
(21) Assigning overhead using ABC often:

n{,ar)/Shifts overhead costs from high-volume products to low- volume products
(b) Shifts overhead costs from low- volume products to high-volume prooEs
(c) Provides the same results as traditional costing
(d) Requires one predetermined overhead rate
(22) In Activity Based Costing

(@) Non-manufacturing costs may not be assigned to products °{

,J,ba/Some manufacturing costs may be excluded from product costs

(c) Allocation bases are the same as those used in traditional costing methods D\
(d) Similar to traditional costing, ABC only uses one overhead cost pool A

(23) In an ABC system, the allocation bases that are used for applying costs to services or
procedures are called:

(a) Cost Pool

db')/Cost Driver

(c) Cost Absorption

CMA Inter Management Accounting . s e
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(d) Cost Object

(24) Which of the following would not be deducted from sales in a management report
prepared using ABC?

(a) Direct materials
(b) Direct labour
(c) Variable selling and administration costs
.\jdj/Shlpplng costs
(25) anitem for which cost measurement is required e.g. product, job or a customer
(@) Cost Pool o

(b) Cost Driver

(c) Cost Absorption

\.(-ef{Cost Object

(26) Which of the following is different in ABC when compared to traditional costing?

—

(@) Traditional costing and ABC costing usually yield very similar product costs 2N

In an ABC costing system, costs are only assigned to products that actually required
work that gave rise to a particular cost

(c) In ABC, batch-level costs are applied to products using unit- level bases

(d) Under traditional costing, batch-level costs are shifted from high-volume products to
low- volume products

(27) Process of Cost allocation under Activity Based Costing is

(@) Cost of Activities—Activities —Cost Driver — Cost allocated to cost objects

(b) Cost Driver — Cost of Activities— Cost allocated to cost objects — Activities
,\L@/Activities— Cost of Activities—Cost Driver - Cost allocated to cost objects

(d) Activities—Cost Driver — Cost allocated to cost objects — Cost of Activities

(28) Cost of maintaining a building is:

(@) Unit Level Cost

(b) Batch Level Cost

() Product Level Cost

\}QH/Facility Level Cost

(29) should be subtracted from net product revenues instead of an arbitrary and illogical
apportionment.

(a) Facility Level Cost
(b) Product Level Cost

,vc{( Organizational Level Cost

S CMA Inter Management Accounting
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(d) High Level Cost

(30) The basis of apportionment of overheads which takes into account the profitability of
various departments is called:

(@) FIFO basis
(b) LIFO basis
(c) Ability to pay basis

\J,d')/Activity basis

(31) Which of the following is the main cost driver of customer order processing activity?

(@) Flow of the product from the assembly line o4
.\Jbo/ofder value

() Number of problem suppliers

(d) Number of machine charges
(32) Painting the product would be an example of which activity level groups
(@) Facility-level activity
Product-level activity
\L(Unlt level activity
(d) Batch-level activity

(33) Which of the following tasks is not normally associated with an act|V|ty based costing
system?
—

(a) Calculation of cost application ratesn""

(b) Identification of cost pools"‘/

Preparation of pllocation matrices—\?

(d) Identification of cost drivers
(34) All of the following are examples of batch level activities except:

(@) Purchase order processing

(b) Setting up equipment

(c) The clerical activity associated with processing purchase orders to pro-duce an order
for a standard product

\,(d')/Worker recreational facilities

(35) A co';c—driver -

(@) is a force behind the overhaed cost

(b) is an allocation base

(c) isatransaction that is a significant determinant of cost

CMA Inter Management Accounting . s e
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‘\,k)/is. all of the above

(36) Which of these is NOT a cost driver For the Activity Design of products, services & Processes
) -

(@) Number of Products in design ~~
(b) Number of Parts per product "

Number of employee Training Programmes *
(d) Number of engineering Hours

(37) Which of these in NOT a Cost driver for Marketing and sales Function ?

(@) Number of advertisements/Inserti ons a~"
Number of researche projects
(c) Number of Sales personnel
(d) sales Revenue
(38) Which of these in NOT a Cost driver for Customer Service Activity?
(@) Number of service calls " - o
(b) Number of Products serviced "
(c) Hours spent on servicing products ~

sales Revenue

(39) Plant depreciation is an example of which activity-level group?

—

(@ Unit-level activity
:\y')/Facility—leveI activity
(c) Batch-level activity

(d) Product-level activity

(40) Under activity-based costing, ‘material ordering’is considered as —

(@) Unit-level activity

(b) Facility-level activity
Batch-level activity

(d) Product-level activity

(41) Samsung an appliance manufacturer is developing a new line of ovens that uses
controlled-laser technology. Research and testing costs associated with the new ovens is
said to arise from a:

(@) Unit Level Activity

(b) Competitive Level Activity
(c) Facility Level Activity

s CMA Inter Management Accounting
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\_,(,d'ﬂ’roduct Sustaining Activity

(42) A homogeneous cost pool is one that:

(@) Does not change over time
(b) Needs many activity drivers to be allocated to a cost object
Man be explained with a single activity driver

(d) Has only one type of material assigned to it

(43) An Activity-Based Costing, an inspection of the product is a level activity:
(@) Unit
\,Cb')/Batch
() Product
(d) Facility

(44) A company uses traditional standard costing system. The inspection and set-up costs
are actually 1,760 against a budget of 32,000. ABC system is being implemented and
accordingly the number of batches is identified as the cost driver for inspection and set
up. The budgeted production is 10,000 units in batches of 1,000 units whereas actually
9,000 units were produced in 11 batches. The cost per batch under ABC system will be

a - 20U0

o gt = B0 e
(© 180 @uﬂ-abtﬁ—'\ My 7,000
(d) 220 Bokel = 290 /10 = T 260 | Rokebv

(45) X Company uses activi&—based costing for Product B and Product D. The total estimated

overhead cost for the parts adwat ctivity pool waE %5,50,000 gnd the expected
activity was 2000 part typgf. If Product D reguires 1200 part types, the amount of overhead

allocated to product D for #tstration would be:
(a) 275,000 2600 pont ‘byfpas —> €S, 80,000
(b) % 3,00,000 X P S oUD
7 3,30,000 | ot ‘\A‘GW gg%
o 290 g 2
(d) %3,45,000 260 pant 4’@(]114 — ££0000 _ 1260% g

(46) Fast Ltd. manufactures three types of products A, B, and C foIIowiR@oA%(%xstem. During a
period, the company incurred 73,000 as inspection cost and it was worked for 1 O,_2_Q and
9 production runs respectively for producing products A, B, and C. The inspection costs
for product B under the ABC system was

(a) 15,000 29 @L,QAJMIQW oo —7 F3, 000
\)J/%éto,ooo | preducluw akn —7 33900

(c) Z18,000 .
20 Aaunv = 713000 N, 20
| 39 =38%Y43<
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(d) 24,000

(47) A company operates an activity based costing (ABC) system to attribute its overhead
costs to cost objects. In its budget for the year- ending 31st August, 2022. The company
expected to place a total of 2000 purchase orders at a total cost of ¥1,00,000, This activity
and its related costs were budgeted to occur at a constant rate throughout the budget
year which is divided into 13 four week periods.

During the four- iad ended 30th June 2021, a total of 200 purchase orders were .
placed at a cost of ¥ 9,000. The over recovery of these costs for the four-week period was
(a) 2,000 B\A_A%M cogk Q>€/b DA.)!.A = | O_O_U__'OE) - £SO

(b) 3,000 2000 600
(0 31,500 GZADEA cank = £SO X 200 = EL|O/
\,édgnooo — Adpek ek A, 790, )
sMeNvamﬁ\ 1
facture s 3

(48) A company manufactures 500 units of product AX the material cost to manu
1,50,000, Labour cost %2,65,000. Material reordering cost is 34,500, Material handling cost
is 2,500 Material order — 35, Material movement - 20.

| Total Material costlunder Activity based costing is.

(a) z 554 ¢ <0,600 + YL£00 + 2800
% 4,22,000 /=71

\;)/%157000 -
31,084

(49) To obtain the break-even point in rupee sales value, total fixed costs are divided by:
e —_—

(@) Variable cost per unit;

———————

(b) Contribution margin per unit;
(c) Fixed cost per unit;
.\)dﬂ/Proﬁt/vqume ratio.
(50) The break-even point is the point at which:
(@) Thereis no‘pﬁ)ﬁt, no loss; v
(b) Cor:t?ibution margin is equal to total fixed cost; n"

(c) Total revenue is equal to total cost;

(\J;d’)/AII of the above.

(51) The primary difference between a fixed budget and a variable (flexible) budget is that a
fixed budget: —

(@) includes only fixed costs, while a variable budget iLdudes only variable costs. P(

—

(b) is concerned with only further acquisitions of fixed costs, while a variable budget is
concerned with expenses which vary with sales. B{

S CMA Inter Management Accounting
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(c) cannot be changed after the period begins, while a variable budget can be changed
after the period begins.

isaplanforasingle level of sales (or other measure of activity), while a variable budget

consists of several plans, one for each of several levels of sales (or other measures of
. . ’d
activity).

(52) Margin of safety is referred to as: éa.lJA' %LE” '

(@) Excess of actual sales over fixed expenses;

(b) Excess of actual sales over variable expenses;
\)z)/léxcess of actual sales over break-even sales;
(d) Excess of budgeted sales over fixed costs.
(53) Contribution margin is known as

\,(.a')/MarglnaI income

(b) Gross profit

(¢) Netincome

(d) Net profit
b@l Wz
(54) Fixeg.cost per unit decrease when ez YN/ VY.V 2 "‘QA‘L‘W
) Production volume increases Fe ”"""‘4 r&

(b) Production volume decreases
(c) Variable costs per unit decreases
(d) Prime costs per unit decreases

(55) Within a relevant range, the amount of variable costs per unit

(a) Differs at each production level
.\),ba/Remains constant at each production level

(c) Increases as production increases

(d) Decreases as production increases

(56) Margin of safety is referred to as

Excess of budgeted or actual sales over the variable expenses and fixed expense, at
break-even.

(b) Excess of budgeted or actual sales revenue over the fixed expenses.
(c) Excess of actual sales over budgeted sales.
(d) Excess of sales revenue over the variable expenses

(57) Under marginal costing system, the contribution margin discloses the excess of

(@) Revenue over fixed costs

(b) Projected revenues over the break-even point

CMA Inter Management Accounting . s e
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Mevenues over variable costs

\
(d) Variable costs over fixed costs

(58) A decrease in sales price
(@) does not Mbreak—even point
(b) lowers the fixed cost
M\creases the break-even point
(d) lowers the break-even point

(59) Determine Margin of safety if Profit is 15,000 and P/V ratio is 40%.
337,500 -
vl \oe = @ekk . 15000 _ESHEDO
(b) 33,000 ‘ = —\_4_(57 o
() 38,000 PV asdin '

(d) None of the above
(60) What is Margin of Safety if Sales is 20,000 units and B.E.P is 15,000 units?
(@) 15000 units

T s000units M0S = Lalta— e calen o
o-wuxo - \§,0"DO

(d) 20000 units S, oUD

(c) 10000 units - ?/O,

2
(61) Determine salesin rupees for desired profit if fixed cost is 10,000, Variable cost is 30,000,

Sales is 50,000 and desired profit is ¥5,000. %
y Puaatio = 206599

(a) 73,500 «  _ ~-

Y YN 0 3 i 8 foesd

() 5,000 _Pv podro | £090 -'EE'—] <0
% 37,500 = \oooD +S6TO _ O/ - f

Q7. . . .
(62) What will be sales in rupees for desired proﬁt\'i1f ﬁ[ed cost is ¥30,000, desired profit is
%15,000 and P/V ratio is 30%?

. e % 1,50,000 Lol = FC W . 30000t \SoUD
(b) ¥ 1,00,000 = oV x. 20/
(©) ¥2,00,000 - yg > £ LS00
(d) None of the above -—;;:/ o _—

(63) Calculate sales in rupees for desired profit if fixed cast is 10 000, selling price is 320 per
unit, Variable cost is X 15 per unit andldesired profitis %1 per unit

(@) 20,000
350,000
www.sjcinstitute.com e 8100 11 2222 cMA InterManagemen;ﬂ/écg;L;r;Z?egt 1 27
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(c) %70,000
(d) %10,000
(64) Determi r desired profit if Fixed cost is 315,000, deswed profit is ¥5,000
Selling price per unit is 20 and Variable cost per unit is 16.
V(a*)/%s,ooolmuts oo ok = Ew- E! Elb =&Y
(b) ¥5,000 . o= : 5 i _ \SDUD -\-SUDO
() %10,000 UM »\1 U.E
(d) 10,000 units Contte”] = 2000/ " L0
(65) What will he=saesn nits if fixed cost is 50,000 Contribution per unit is ¥60 and desired

profit pe I

(a) 6,000 units m = = WCCU\ '\’QWD'
(b) ¥ 1,000 Uvu\_bu /M _

(c) 1,000 units

(d) 6,000 _Q—_g,x\oo: o/ (PVR)

(66) 9.Determine B.E.P in units a?&ount if Units produced if 10,000, Fixed cost is ¥40,000,
Selling price is 50 per unit and Variable cost us 330 per unit

(a) 240 per unit, 22,00,000 B&P (LB ) = = 4 D':,—’o Zc
)
50 per unit, ¥10,00,000 cM*‘b /W LDOOUJ\'JB
%20 per unit, ¥1,00,000 Vo
VK{ P ep ( volu) = -4 m__lDOO"OO
(d) Noneo bove ?U& Yo7. N
(67) Determinales is ¥1,00,000, Variable cost is 50,000 and Profit is ¥20,000.
T 60,000 /Salm - \, oo,crOD (Pvﬁzsv, IXIO‘D
(b) 40,000 - Ve o, o-@O \00000 o7
(c) ¥80,000 w £0, o O
(d) None of the above Lo ‘__kc’ (&lF) (:2 O/ ') “ Se P2 =<
(68) Pv ratio will increase if there is - W 20, 00O O PUR
(@) adecrease in fixed cost = 20000
(b) an increase in fixed cost L7
(c) adecreasein selling price per unit 60_0_:7_9
\()i)/a decrease in variable cost per unit
(69) Under marginal costing ,the cost of product for inventory valuation includes
\)af)/;)rime costs and variable factory overheads
(b) prime cost only
128 | ;’ﬁgg’;;;le”:"”agememA“"“”“"g www.sjcinstitute.com e 8100 112222
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(c) prime costs and Fixed factory overheads
(d) prime costs and all factory overheads

(70) period costs are:

variable cost
~(-|ef)/ﬁxed cost
(c) prime cost
(d) overheads cost
(71) Marginal costs is taken as equal to
\_(aa/Prime Cost plus all variable overheads
(b) Prime Cost minus all variable overheads

(c) Variable overheads

(d) None of the above ® Qaﬁu - Ve n
(72) Contribution margin is equal to Fc+ W condlo’ = 33—0‘0%
(a) Sales - Fixed Cost - Profit\ — F’t’ Uooo
Profit + Variable Cost o4 _L(J":_S C Q'O_OO)
\/((( Fixed Cost - Loss f—c- Wt —
(d) None of the above

(73) Itis pallned sell 1,00,000 units of product A at 12 per unit. Fixed Costs are ¥2,80,000 .To
achive a profit of 32,00,000 what would the variable costs be ?

\y4,80,ooo Lalus = (pooOO @\ = \2, 00, 000
37,20,000 _ \e
(c) %9,00,000 condlo” e >3
(d) %9,20,000 - FC . C ‘1/ g—o, g
(74) Factors which can change the br%point 200 000

(@) change in total fixed costs f %P
(b) change in variable costs per unit / PVW
(c) changein the selling price per unit

All of the above.

(75) net profit ratio is 12% and bep is 40 % of total sales compute pv ratio MOS M

Tm eerrwes o 3
© 28% ye/ AMOL = : bo =
20% MDS =607 v’ PVM:!MD

.~ = 00
PVMILO = (Qféoy‘
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(76) Ifthe total cost ofﬂ)OO units is ¥ 60,000 and that of 1001 units 5 360,400, then the increase
of T400 in the total is:

(@) Prime cost

Institute

All variable overheads

MMarglnal cost

(d) None of the above

(77) Which of the following statements are true about marginal costing?

(@) In marginal costing, fixed costs are treated as product costs &
(b) Marginal costing is not an independent system of costing Nd

(c) The elements of cost in marginal costing are divided into fixed and variable
components

Moth bandc

(78) The costing method where fixed factory overheads are added to inventory is called:

(@) Activity-based costing
\jb')/Absorptlon costing
(c) Marginal costing
(d) All of the above
(79) While computing profit in marginal costing:
(@) The fixed cost gets added to the contribution

The total marginal cost gets deducted from total sales revenue

(c) The total marginal cost gets added to total sales revenue
(d) None of the above

(80) Which of the following assumptions are made while calculating marginal cost

(a) Total fixed cost is constant at all levels of output n""

(b) Total variable cost varies according to the volume of output "

(c) All elements of cost can be divided into fixed and variable components —

I All of the above

(81) Contribution margin in marginal costing is also known as:

(@) Netincome

Gross profit

,\,(z)/MargmaI income

(d) None of the above

CMA Inter Management Accounting . s e
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(82) What is the opportunity cost of making a component part in a factory given no alterna-
tive use of the capacity?

(@) The variable manufacturing cost of the component
(b) The total manufacturing cost of the component
(c) The total variable cost of the component

\,(.ef{ Zero

(83) The difference in total cost that results from two alternative courses of action is called:

(@) Relevant Cost

(b) Opportunity Cost

Mifferential Cost

(d) Marginal Cost

(84) Relevant costs are:

(@) unavoidable, future and measured by cash
(b) avpidable, future and measured by cash
\)ﬁ@ble, iu_tgr_e_and measured by profit
(d) unavoidable, future and measured by profit
(85) The %{iwhich total revenue is equal to the total cost is known as:

(@) Margin of safety

,\Mreak-even point

(c) Both aand b areincorrect

(d) Both aand b are correct

(86) Which of the following costs would not be accounted for in a company’s recordkeeping

system?
——
(@) anunexpired cost

(b) an expired cost
(c) aproduct cost

'(,dr)/an opportunity cost

(87) PQR Ltd. manufactures a single product which it sells for ¥ 40 per unit. Fixed cost is
60,000 per year. The contribution to sales ratio is 40%. PQR Ltd.s Break Even Point in units

(a) 3500 a:l,{,w"’/w = Y0/ of Ho = &le Co 600
(b) 3700 repluds) = FC -
04/3750 Lardda” Junid

(d) 4000 = 3‘:)£'Dum17a ’

S CMA Inter Management Accounting
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(88) The break-even point of a manufacturing company is %1,60,000. Fixed cost is ¥48,000.
Variable cost is ¥12 per unit. The PV ratio will be:

@ 20% e o lLocoo = Y¥IPO

(b) 40% Rpef = __F._.c—— m
o Pvastio pyatio =UkOW | 0D

(d) 25% PY addAD = KO/ \6o0V0  2n/.

(89) Product A generates a contribution to sales ratio of 40%. Fixed cost directly attributable to
Product A amounted to ¥60,000. The sales revenue required to achieve a profit of 315,000

is .
=c= 60,0U0 ]

o090 + \SUW0
T
7 U U ) *

(© 187,500 v - |gFLVO S
(d) %2,10,000 -

(90) XYZ Ltd. makes a special gadget for the car it manufactures. The machine for the gadget
works to full capacity and incur %15 Lakhs and 340 Lakhs respectively as Variable and Fixed

Costs. If all the gadgets were purchased from an outside supplier, the praemgequld be
used to produce other items, which would earn a total contribution hat is
the maximum price that XYZ Ltd. should be willing to pay to the outside-suppter for the

gadgets, assuming there is no change in Fixed Costs?
%40 Lakhs

(b) %65 Lakhs
() 25 Lakhs
(d) 15 Lakhs

(91) X Ltd. has 1000 units of an obsolete item which are carried in inventory at the original
price of ¥ 50,000. If these items are reworked for ¥ 20,000, they can be sold for ¥ 36,000.
Alternatively, they can be sold as a scrap for 6,000 in the market. In a decision model
used to analyze the reworking proposal, the opportunity cost should be taken as

(@) 16,000
% 6,000

(c) ¥30,000

(d) 20,000

(92) The sales and profit of a firm for the year 2021 are ¥1,50,000 and 320,000 and for the year
2022 are X1 70 000 and % 25,000 respectlvely The P/V Ratio of the firm is

(a) 15% PV aate MWW?(WD

(b) 20%

,\y/zscyo Lot
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(d) 30%
(93) Which one of the following is not considered as a method of Transfer Pricing
(@) Negotiated Transfer Pricing T
(b) Market Price BasedEnsfer Pricing /
Mixgci Cost Based Transfer Pricing
(d) Opportunity Cost Based Transfer Pricing \/

(94) Method of pricing, when_two separate pricing methods are used to price transfer of
products from one subunit to another, is called:

\).a)/DuaI pricing

Functional pricing

(c) Congruent pricing
(d) Optimal pricing

(95) The Eastern division sells goods internally to the Western division of the same company.
The quoted external price in industry publications from a supplier near Eastern is ¥200 per
ton plus transportation. It costs 320 per ton to transport the goods to Western. Eastern’s
actual market cost per ton to buy the direct materials to make the transferred product is
3100. Actual per ton direct labour is 50. Other actual costs of storage and handling are
%40. The company president selec\sra—?ZZO transfer pricad. This is an example of:

(@) Negotiated transfer pricing. l § E b,d, 1z
(b) Cost plus 20% transfer pricing. Diwi P / D1\MMJ"V

(c) Cost-based transfer pricing. 757/‘2/0 & N\UA’ Fha -z m} W

Market-based transfer pricing.

(96) Division P transfers its output to Division Q at variable cost. Once a year P charges a fixed
fee to Q, representing an allowance for P’s fixed costs. This type of transfer pricing system
is commonly known as:

(@) Dual pricing

(b) Negotiated transfer pricing

(c) Opportunity cost based transfer pricing
\_(.d')/Two—part tariff transfer pricing

(97) In which of the following circumstances is there a strong argument that|profit centre
accounting is a waste of time?

(@) When the transferred item is also sold on an external market
(b) When the supplying division is based in a different country to head office

(c) If the transferred item is a major product of the supplying division

S CMA Inter Management Accounting
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If there is no similar product sold on an external market and the transferred item is a
major product of the supplying division

(98) Which one of the following is not considered as a method of Transfer Pricing?

(@) Negotiated Transfer Pricing

(b) Market Price Based Transfer Pricing
\.(e)/Fixed Cost Based Transfer Pricing

(d) Opportunity Cost Based Transfer Pricing

(99) Method of pricing, when two separate pricing methods are used to price transfer of
products from one subunit to another, is called:

,\jz)/dual pricing
(b) functional pricing
(c) congruent pricing
(d) optimal pricing

(100) M Group has two divisions, Division P and Division Q. Division P manufactures an item that
is transferred to Division Q. The item has no external market and 6,000 units produced are
transferred internally each year. The costs of each division are as follows?

Variable Cost Division P
%100 per unit Division Q%120 per unit

Fixed cost each year %1,20,000 390,000 Head Office management decided that a transfer
price should be set that provides a profit of 330,000 to Division P. What should be the

transfer price per unit? D [ M DA )

\VMS V& E\00 £ 120

3125

() %120 =C £ \YouD0 E 96000
(d) 135

(101) Minimax Ltd. fixes inter - divisional transfer prices for its products on the basis of cost plus
a return on investment in the division. The budget for division X for 2022 - 23 appears as

under -
Fixed Assets %8,00,000 cé = &L+ csLtY2L
Current Assets exd- M Z5,00,000 — \ S-l/
Debtors Z2,00,000
"Annual fixed cost of the division  28,00,000 Ro T = lELX 2%/

Variable cost per unit of the product 10 - Y- oL’
Budgeted volume %4,00,000 units per year _—
Desired ROI 28%.
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Transfer price for division X is
a) ¥13.05
(b) %10.70
(c) %8.70
(d) %14.70

(102) BC Company fixes the inter-divisional transfer prices for its products on the basis of cost,
plus a return on investment in the division. The Budget for Division for Alpha for the year

2021-22 appears as under: CL = oL
Fixed Assets ¥5,00,000 Current assets ¥3,00,000 Debtors Z2,00,000

Annual Fixed Cost of the Division ¥8,00,000
Variable Cost per unit of Product 10

Budgeted Volume 4,00,000 units per year e =ygL
Desired ROI 28% on 210,00000 —> 2,8v, 60D T¢ = VLT =

- 5.¢L
Determine the transfer Price for Alpha. @D T = 2%
¥ %
(7 12.7 VO . o€
(b) 17.2 TP = At BLAG NS} gt
(@ 27.1 ¥, 00, BV
d) 117
(103) The method of transfer pricing was introduced in order to overcome the problems

caused by using marginal cost

\,cz)/ dual price

(b) Two-Part Transfer Pricing

(c) Negotiated Transfer Pricing
(d) none of them
(104) Transfer pricing methods may be classfied

'\,(.a*)/'under 3 pricing method
(b) under 4 pricing method

(c) under 5 pricing method
(d) under 7 pricing method
(105) Which of the following is true of standards?

(@) Standards represent a benchmark or a norm T

(b) Standards relate to input quantity —
(c) Standards relate to input cost \/

S CMA Inter Management Accounting
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NM{A” of the above

(106) Standards that can be attained only under the best circumstances are referred to as:
(@) Attainable standards
(b) Budget standards

VK{ |deal standards

(d) Practical standards

(107) Who is most likely to be held responsible for a material price variance?

(@) Line workers
Production supervisors
VC(/Purchasmg managers
(d) Production schedulers
(108) Cost variance is the difference between
(@) The standard cost and marginal cost
(b) The standards cost and budgeted cost
\(})/rhe standards cost and the actual cost
(d) None of these
(109) Standard costing is a tool, which replaces the bo;tlenfck ofthe ___ costing.
(a) Present
Future
49/H|stor|cal

(d) None of the above
(110) If standard cost X actual, then it is:

(a) Not favourable

\/éb'{Favourable

() Neither favourable nor not favourable
(d) None of the above

(111) From cost control point of view the standard most commonly used is:

.\,éa'f Expected standard

(b) Theoretical standard

(¢) Normal standard
(d) Basic standard

(112) When more than one material is used in the manufacture of a product, which of the
following variances arises:
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(@) Material yield variance
Material mix variance
A el i C SQ-ARIXSR
(c) Material price variance
(d) Material usage variance
(113) Which of the following equations can be used to calculate a material quantity variance?
(@) (AQxAP)-(AQ x SP)
—> 2ax P — AR X <P
(b) (AP x SP) - (AQ x SP)
& (AQ x SP) - (5Q x SP)
(d) (AQxSP)-(AQx AP)

(114) Which of the following equations can be used to calculate a material price variance?

S
cpy AR — AAX H‘i

(c) (AQxSP)-(5Q x SP)

Uen/(AQ x SP) - (AQ x AP)

(115) Which of the following is not likely to be a reason of unfavourable direct labour efficiency

variance?
\,(3’)/|ncrease h direct materials pric

(b) Frequent break downs during production process "

(c) Lack of proper supervision —
(d) Use of old, outdated or faulty equipment v
(116) Which of the following is a purpose of standard costing?

(@) To determine profit at different levels
To determine break-even point
MI’O control costs
(d) To allocate cost with more accuracy

(117) Which of the following activities is the Standard Costing System used for?

It is a basis for implementing cost control and fixing the price of products through
variance analysis ~—"

(b) It helps to ascertain the cost-volume relationship between products manufactured
by the business

(c) It helps to establish the breakeven point for the products manufactured by the
company

(d) None of the above
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(118) Which of the following activities is true under the Standard Costing System?

(@) The overhead volume variance is always beneficial 0(
Whe idle time variance is never favourable

(c) Tocalculate the overall costs,a company can either use budgetary control or standard
costing but not both of those techniques

(d) The overhead efficiency variance plus overhead expense variance is equal to the
overhead budget variance for variable overheads

(119) A standard cost is a carefully ______ unit cost which is prepared for each cost unit.
daa/Pre-determined
(b) Absorbed
(c) Apportioned
(d) None
(120) Setting of standard involves effective utilizationof ____
(@) Men
(b) Material
(¢) Machines
All of the above
(121) The standard cost card contains quantities and costs for

.\Jaa/Direct material only

(b) Direct labour only

(c) Direct material and direct labour only

(d) Direct material, direct labour, and overhead
(122) Standards differ from budgets in that:

anart

(@) Budgets but not standards may be used in valuing inventories DQ
(b) Budgets but not standards may be journalized and posted <
MUdgets are a total amount and standards are a unit amount

(d) Only budgets contribute to management planning and control
(123) Standard Costs:
(@) Areimposed by governmental agencies
(\,(b‘)/Are predetermined unit costs which companies use as measures of performance

(c) Can be used by manufacturing companies but not by service or not-for-profit
companies

(d) All of the above
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(124) The advantages of standard costs include all of the following except:
(@) Management by exception may be used *~"
(b) Management planning is facilitated "
(c) They may simplify the costing of inventories ~
Management must use a static budget X

(125) Normal standards:

(a)/,‘AIIow for rest periods, machine breakdowns, and setup time

(b) Represent levels of performance under perfect operating conditions

(c) Arerarely used because managers believe they lower workforce morale

(d) Are more likely than ideal standards to result in unethical practices
(126) The setting of standards is:

(@) A managerial accounting decision

(b) A management decision

() A worker decision

(d) Preferably set at the ideal level of performance
(127) Which of the following is correct about the total overhead variance?

(@) Budgeted overhead and budgeted overhead applied are the same

SJC
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(b) Total actual overhead is composed of variable overhead, fixed overhead, and period

costs.

(c) Standard hours actually worked are used in computing the variance

(d) Standard hours allowed for the work done is the measure used in computing the

variance

(128) What is the name given to a budget that has been prepared by re- evaluating activities
and comparing the incremental costs of those activities with their incremental benefits?

(@) Incremental budget
(b) Rolling budget
(c) Zero based budget
(d) Flexible budget
(129) A budget is an instrument of management used asanaidinthe ______
(@) Planning
(b) Programming
(c) Control of business activity
(d) All of the above

S CMA Inter Management Accounting
www.sjcinstitute.com e 8100 11 2222 MCQ Booklet

139



SJC

Institute

(130) Following may be regarded as a summary budget
(@) Production budget
(b) Master budget
(c) Cash budget
(d) Sales budget
(131) Purchases budget is prepared using the information from:

(a) Capital expenditure budget

)
(b)
(c) Both (1)and (2)

(d) None of the above

Materials budget

(132) Following budget may be compiled on departmental basis:
(@) Production budget
(b) Purchase budget
(c) Materials budget
(d) All of the above
(133) Production budget is based upon:

(@) Sales budget

)
(b)
(c) Availability of raw material and labour
(d) All of the above

(134) Budget includes:

Factory capacity

a) Income

(
(b) Expenditure
(c) Employment of capital
(d) All of the above
(135) A budget should be:
(a) Rigid
(b) Flexible
(c) Both (1) and (2)
(d) None of the above
(136) The object of budgetary control is

\La}/P/Ianning

(b) Forecasting
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(c) Organizing
(d) Directing
(137) The budget which is dynamic is
Mexible budget
(b) Sales budget
(c) Cash budget
(d) Purchase budget

(138) The process of budgeting helps in the control of:

(@) Cost of production
(b) Liquidity
(c) Capital Expenditure

\}QQ/A“ of the above

(139) Plant utilization budget and Manufacturing overhead hudgets are types of:

(@) Production budget
Sales budget

MCost budget

(d) None of the above

(140) R&D budget and Capital expenditure budget are examples of:

(@) Short-term budget

(b) Current budget
Long-term budget

(d) None of the above

(141) The scare factors is also known as:

Key factor

(b) Abnormal factor

(c) Linking factor

(d) None of the above

SJC
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(142) What is the name given to a budget that has been prepared by re- evaluating activities
and comparing the incremental costs of those activities with their incremental benefits?

(@) Incremental budget
(b) Rolling budget

\,(()/Zero based budget
(d) Flexible budget
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(143) A budget is an instrument of management used as an aid in the

(@) Planning
(b) Programming

(c) Control of business activity

\y))/ll of the above

(144) Following may be regarded as a summary budget

(@) Production budget

\)lar)/Master budget

(c) Cash budget
(d) Sales budget

(145) Purchases budget is prepared using the information from:

(a) Capital expenditure budget

\)Jar)/Materials budget

(c) Both (1)and (2)
(d) None of the above

(146) Following budget may be compiled on departmental basis:

Production budget
(b) Purchase budget
(c) Materials budget
(d) All of the above

(147) Production budget is based upon:

a) Sales budget t/
(b) Factory capacity \/

—

(c) Availability of raw material and labour v

~a” Al of the above

(148) A budget should be:
(@) Rigid
Flexible
(c) Both (1) and (2)
(d) None of the above

(149) The ohject of budgetary control is
Planning
(b) Forecasting
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(c) Organizing
(d) Directing
(150) The budget which is dynamic is
Flexible budget
(b) Sales budget
(c) Cash budget
(d) Purchase budget
(151) The process of budgeting helps in the control of:

(@) Cost of production
(b) Liquidity
(c) Capital Expenditure
All of the above
(152) Plant utilization budget and Manufacturing overhead budgets are types of:
(@) Production budget
Sales budget
,\y/Cost budget
(d) None of the above
(153) R&D budget and Capital expenditure budget are examples of:
(@) Short-term budget
(b) Current budget
.\)e‘)/Long—term budget
(d) None of the above
(154) The scare factors is also known as:
Mey factor
Abnormal factor
(c) Linking factor
(d) None of the above

(155) A company usually determines the appropriate degree of decentralization based on a
combination of the =

(@) Managers'personal characteristics \/

(b) Nature of decisions required for organizational growth \-/

(c) Types of organizational activities in which the company is engaged ~"
All of these
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(156) Major disadvantages of Decentralization are

(@) Canresultin alack of goal congruence or sub optimization by sub-unit managers

(b) Requires more effective communication abilities because decision making is removed
from the home office

(c) Helps top management recognizes and develop managerial talent

\j,df)/Both 1and 2

(157) Which of the following is/are not benefit/s of Decentralization ?

(a) Greater awareness of local problems <= @MM

(b) Allows managerial performance to be comparatively evaluated —>

\ya/&reates personnel difficulties upon mtroductlon especially if managers are unwilling
to delegate effectively

(d) Develops skill level of junior managers
(158) Return on Equity =
\j(z)/Net Profit Margin x Asset Turnover Ratio X Financial Leverage

(b) Gross Profit Margin x Asset Turnover Ratio X Financial Leverage

(c) Net Profit Margin x Inventory Turnover Ratio x Financial Leverage
(d) Net Profit Margin x Asset Turnover Ratio x Operating Leverage

(159) According to DuPont methodology, three main financial parameters that drive Return on
Equity (ROE) are

(@) (1) Employee performance, (2) Asset usage performance, and (3) Financial leverage.

\),b')/ﬂ) Operating performance, (2) Asset usage performance, and (3) Financial leverage.

(c) (1) Operating performance, (2) Inventory usage performance, and (3) Financial
leverage.

(d) (1) Operating performance, (2) Asset usage performance, and (3) Operating leverage.

(160) Asset usage performance means

(@) avery basic profitability ratio

\)b')/I" otal Asset Turnover (Turnover = Total Assets)
(c) the use of debt to acquire additional assets or fund projects
(d) None of these

(161) Financial leverage means

(@) avery basic profitability ratio
(b) Total Asset Turnover (Turnover -+ Total Assets)

ua/{he use of debt to acquire additional assets or fund projects
(d) None of these
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(162) According to Du Pont Analysis a company can increase its Return on Equity if it .
(@) Generates a high Net Profit Margin b‘() c% '\\

(b) Effectively uses its assets so as to generate more sales N

(c) Has a high Financial Leverageﬁ\
All of these
(163) Du Pont ROE =
—

,\_)a')/Margin on Sales X Asset Turnover x Equity Multiplier
(b) Margin of Safety x Asset Turnover x Equity Multiplier

(c) Margin on Sales x Inventory Turnover x Equity Multiplier
(d) Margin on Sales x Asset Turnover x Debt Multiplier
(1 6mses divisional profit as a percentage of the assets employed in the division.
-\(z)/ROI B
(b) EPS
(c) ROCE
(d) EBITDA

(165) Return on investmﬂt (ROD) is

(@) (Profit before tax + Operations management capital employed) x 100

(b) (Profit before interest and tax + Total capital employed) x 100

(c) (RQOE + Operations management capital employed) x 100
(Profit before interest and tax + Operations management capital employed) x 100

(166) Rl (Residual Income) =

(a) Divisional profit — (Percentage of change in Sales x Divisional investment)
Mivisional profit — (Percent capital charge x Total investment) _

(c) Divisional profit — (Percent capital charge x Divisional investment)

(d) Total profit — (Percent capital charge x Divisional investment)
(167) The main advantages of Rl is/are
——am=

(a) It avoids suboptimal decisions as investments are not rejected merely because they
lower the divisional manger’s ROI.

(b) It maximizes growth of the company and increases shareholders’wealth by accepting
opportunities which earn a rate of return in Mhe cost of capital.

() The cost of capital charge on divisional investments ensures that divisional managers
are aware of the opportunity cost of funds.

l)zl’)’All of these
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(168) Acme, a division of Ace Manufacturing, has assets of ¥2,25,000 and an operating income

of 55,000. What is the division’s ROI?

S 24.44% = SEwWO SVl V2
(b) 23% LIXINO P —
© 25%

(d) 50%

(169) An investemt=sentre has net assets of ¥8,00,000, and made profits before interest and
tax qf'31,60,000. JThe notional cost of capital is 12%.Calculate and comment on the R
(Residwraldnconté) for the period.

(@) ¥ 1,60,000 B RILSY

(b) Z.96,000 [TV Cgl_. )
\,(@44,000 tLopoo — Qbovo = LY o0

(d) 2,56,000

(170) A person made a Capital Investment of ¥2,00,000 in a company. Operating profit, after
taxes, is ¥28,000. The opportunity cost of that investment is 10%. Calculate EVA.

)

(@) 20,000 —

(b) ¥2,800 éUA’ 2 NDPA T - CC,G: XM)
2 8,000 — 92@GTO — ( 2e6n0 X \07/ )

(d) %17,200 z oW - Wooud = oo

(171) For EVA there 3 responsibility centres, which are .

(@) Cost centre
(b) Profit centre
(c) Investment centre
All of these
(172) The theory of learning curves will only hold if which of the following conditions apply?
(@) The task must be repetitive N
(b) Production must be at an.early stage so that there is romprovement

—
() Thereisinconsistency in the workforce &
Both 1 and 2
(173) can be used:

i) To calculate the incremental cost of making extra units of a particular products,

ii) To set standards for labour,

(
(
(iii) To prepare realistic production budgets and to report labour cost variances, and
(

iv) To quote contact price.

B
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,\,M{earning curve theory

(b) Return on investment
(c) Du Pont ROE
(d) Economic Value Added

(174) The four Perspectives of the Balanced Scorecard are

(@) 1. Operational Perspective,2. Customers Perspective, 3. Internal business process
Perspective and 4. Learning & Growth Perspectives.

(b) 1. Financial Perspective, 2. Sellers Perspective, 3. Internal business process Perspec-
tive and 4. Learning & Growth Perspectives.

1. Financial Perspective,2. Customers Perspective, 3. Internal business process
Perspective and 4. Learning & Growth Perspectives.

(d) 1. Financial Perspective,2. Customers Perspective, 3. External process Perspective
and 4. Learning & Growth Perspectives.

(175) MI Ltd. has earned a net profit ¢f 315 lakhs afte)Tax at 30%. Interest cost charged by the

financial institutions was 310 LaRhrs: sted capital is ¥ 95 Lakhs of which 55% is
debt. The company maintains a weighted average cost of capital pf, Cosppu e
Operating Income. g@ \T X %’éﬁr *Z;I’\; :?/iht/

(a) %15 lakhs Todt XX - |{>

(b) Z21.43 lakhs =1 X CRT = 2Bl vy,
(c) % 10lakhs

> \sL (=4

(176) According to Kaplan & Norton, which of the balanced scorecard perspectives serves as
the focus of the other perspectives?

\/(.a‘)/FinanciaI.

(b) Customer.

7 31.43 lakh
) akhs T ¥

(c) Internal business processes.
(d) Learning & growth.

(177) 4.Which of the following would be considered an operating asset in return on investment
computations?

(a) Land being held for plant expansion. &4
(b) Treasury stock. OK
Accounts receivable. ~"

(d) Common stock.

(178) A company that is seeking to increase ROl should attempt to decrease:

(@) Sales. (><
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(b) Turnover.
(c) Margin.

Average operating assets.

(179) The performance of investmeFt. centre is based on

(@) Cost of the centre
(b) Profit of the centre
\())/P/roﬁt and investment of the centre
(d) Revenue of the centre
(180) Both costs and revenues are measuredin . centers
(@) Cost
nd_b)/Proﬁt
(c) Revenue
(d) All of these
(181) A cost centre is a segment of the organization where the managerisresponsiblefor__
(@) Costs
(b) Inputs
Jg AorB
(d) None of these
(182) The performance of investment centre is basedon ______
(@) Cost of the centre
(b) Profit of the centre
\,(z)/Proﬁt and investment of the centre
(d) Revenue of the centre
(183) Responsibility accounting is used for _____
,\}a/ cost control
(b) planning
(c) decision making
(d) pricing
(184) Responsibility Accounting is also knownas
(@) Profitability accounting
(b) Activity accounting

MOth AandB

(d) None of the above
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(185) Which of the following characteristics is not associated with traditional responsibility
accounting? )

(@) Assumes optimization of the parts will optimize the whole. v~
(b) Assumes independence of the parts. o
(c) Places emphasis on the performance of individuals. "

Mttempts to control processes.

(186) In responsibility accounting, responsibilities of various groups or individuals are identified
in terms of

(@) Work v

(b) Revenue "

(c) Costo.”
\,(.d')/AIIoftheabove

(187) The area of focus on responsibility center is

(@) Quantum of sales

(b) Quantum of production
\/Le)/bptimum iilization of resources

(d) All of the above

(188) In profit center revenue represents a monetary measure of output emanating from a
profit center in a given period irrespective whether

(@) The revenue is realized or not

(b) The E)utput is sold or not
Both Aand B
(d) None of the above

(189) In a control report of Department X, it is mentioned as indirect materials are 31,000,
indirect labour3900, Overtime Charges X100, Depreciation on equipment 500, Allocated
factory overhegd. (38% of factory space) 4,300, Allocated overhead of rep: repair shop is
%1,200. Determine total costs treating department X as a responsibility center.

(@) ¥3,200 ,DOO __\_qva _\.“fD +§D’O_
(b) 2,200 -
(© 1,200 QLD

V(gld/None of the above

(190) Which of the following criterion is not used for decision-making under uncertainty?

__—-"
(@ Maximin "
(b) Maximax \/
—
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Minimax L/

) Minimize expected loss

—

191) Decision theory is concerned with
(@) Methods of arriving at an optimal decisionn"
(b) Selecting optimal decision in a sequential manner «~—"

yalysis of information that is available "
I

All of these

(192) Which of the following criterion is not applicable to decision- maki
L s ———

(@) Maximize expected return_~

Maximize return

(c) Minimize expect regret
(d) Knowledge of likelihood occurrence of each state of nature
(193) The minimum expected opportunity loss (EOL) is
(@) Equal to EVPI
’
(b) Minimum regret
(c) Equal to EMV

dr Both (A) and (8)

(194) The expected value of perfect information (EVPI) is
\,(zz;ual to expected regret of the optimal decision under risk

(b) The utility of additional information
(c) Maximum expected opportunity loss
(d) None of the above

(195) The value of the coefficient of optimism (a) is needed while using the criterion of

(@) Equally likely
Maximin
\JQ/Reallsm
(d) Minimax

(196) The decision-maker’s knowledge and experience may influence the decision-making
process wi€h.using the criterion of
——

W —
(@) Maximax
(b) Maximax regret
Realism
(d) Maximin
CMA Inter Management Accounting s
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(197) The difference between the expected profit under conditions of risk and the expected
profit with perfect information is called

The expected value of perfect information
(b) Expected marginal loss
(c) None of the above
(d) Any one of the above
(198) A situation in which a_decision maker knows all of the possible outcomes of a decision
and also knows tociated with each outcome is referred to as

—

(@) Certainty.

Risk.
(c) Uncertainty.
(d) Strategy. 28U Se Rorra
(199) Which of the following methods of selecting a strategy is consistent with risk averting
behaviour?

N E If two strategies have the same expected profit, select the one with the smaller
standard deviation.

(b) If two strategies have the same standard deviation, select the one with the smaller
expected profit.

(c) Select the strategy with the larger coefficient of variation.
(d) All of the above are correct.
(200) Which one of the following does not measure risk?
(a) Coefficient of variation T
(b) Standard deviation " .
S0 > uaed e et 2T

(d) All of the above are measures of risk.

(201) The sequence of possible managerial decisions and their expected outcome under each
set of circumstances can be represented and analysed by using

(@) The minimax regret criterion.
A decision tree.

(c) A payoff matrix.

(d) Simulation.

(202) We are comparing two investment projects. Both have expected returns of 20%, but the
standard deviation of Project A’s returns is 15%, while the standard deviation of Project B’s
returns is 9%. Which one is relatively riskier?

A
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(b) B
(c) BothAandB
(d) Bnone of these

(203) Two investments have different expected returns. Project A’s expected return is 20% and
the standard deviation of its returns is 15%. Project B's expected return is only 10%, while
the standard deviation qgf its returns remains at 9%. Compute Coefficient of Varience of

Project A. - . R
e(R) =/

@ p20 \ &(R) 2107
6 = (SY.
'\/‘5(2'75 c = aY/:

(c) 0.90 . ﬂf
(d) 0.10 Loe%bﬁ vodans = € - _l_S_ﬁ:_ 0* 1
Answer: &CR) W/
(1) (d) All of the above
(2) (b) Management-oriented Accounting
(3) (c) Toascertain analyse and interpret the results of business operations
(4) (c) Management accounting
(5) (a) Managers
(6) (d) All of the above
(7) (c) 3rdstage
(8) (c) ESG
(9) (d) Allof the above
(10) (c) Both1and?2
(11) (c) internal and external sources
(12) (a) Robert N. Antho
(13) (d) All of the above
(14) (d) A system of management which uses activity- based cost information for a variety of
purposes including cost reduction, cost modeling and customer profitability analysis
(15) (c) Overhead costs are high and increasing and no one seems to know why
(16) (c) Activity-based costing
(17) (a) Machine set-up
(18) (d) Uses multiple activity rates
(19) (b) Designing products
(20) (d) Designing the product
(21) (a) Shifts overhead costs from high-volume products to low-volume products
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(22) (b) Some manufacturing costs may be excluded from product costs

(23) (b) Cost Driver

(24) (d) Shipping costs

(25) (d) Cost Object

(26) (b) Inan ABC costing system, costs are only assigned to products that actually required
work that gave rise to a particular cost

(27) (c) Activities— Cost of Activities—Cost Driver — Cost allocated to cost objects

(28) (d) Facility Level Cost

(29) (c) Organizational Level Cost

(30) (d) Activity basis

(31) (b) Order value

(32) (c) Unit-level activity

(33) (c) Preparation of allocation matrices

(34) (d) Worker recreational facilities

(35) (d) isall of the above

(36) (c) Number of employee Training Programmes

(37) (b) Number of researche projects

(38) (d) sales Revenue

(39) (b) Facility-level activity

(40) (c) Batch-level activity

(41) (d) Product Sustaining Activity

(42) (c) Can be explained with a single activity driver

(43) (b) Batch

(44) (b) %200

(45) (c) ¥3,30,000

(46) (b) ¥40,000

(47) (d) 1,000

(48) (c) 1,57,000

(49) (d) Profit/volume ratio.

(50) (d) All of the above.

(51) (d) isaplanforasinglelevel of sales (or other measure of activity), while a variable budget
consists of several plans, one for each of several levels of sales (or other measures of
activity).
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(52) (c) Excess of actual sales over break-even sales;
(53) (@) Marginal income

(54) (a) Production volume increases

(55) (b) Remains constant at each production level
(56) (c) Excess of actual sales over budgeted sales.
(57) (c) Revenues over variable costs

(58) (c) Increases the break-even point

(59) (@) ¥37,500

(60) (b) 5000 units

(61) (d) %37,500

(62) (a) % 1,50,000

(63) (b) %50,000

(64) (a) 5,000 units

(65) (c) 21,000 units

(66) (c) %20 perunit,%1,00,000

(67) (a) ¥60,000

(68) (d) adecrease in variable cost per unit

(69) (a) prime costs and variable factory overheads
(70) (b) fixed cost

(71) (@) Prime Cost plus all variable overheads

(72) (c) Fixed Cost - Loss

(73) (b) 7,20,000

(74) (d) All of the above.

(75) (d) 20%

(76) (c) Marginal cost

(77) (d) Bothbandc

(78) (b) Absorption costing

(79) (b) The total marginal cost gets deducted from total sales revenue
(80) (d) All of the above

(81) (c¢) Marginal income

(82) (d) Zero

(83) (c) Differential Cost

(84) (c) avoidable, future and measured by profit
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(85) (b) Break-even point

(86) (d) an opportunity cost

(87) (c) 3750

(88) (c) 30%

(89) (c) ¥1,87,500

(90) (a) %40 Lakhs

(91) (b) 6,000

(92) () 25%

(93) (c) Fixed Cost Based Transfer Pricing

(94) (b) Functional pricing

(95) (d) Market-based transfer pricing.

(96) (d) Two-part tariff transfer pricing

(97) (d) Ifthereis no similar product sold on an external market and the transferred item is a

major product of the supplying division

b) Fixed Cost Based Transfer Pricing

( (

(99) (a) dual pricing

(100) (b) %125

(101) (@) ¥13.05

(102) (@) 12.7

(103) (@) dual price

(104) (@) under 3 pricing method

(105) (d) All of the above

(106) (c) Ideal standards

(107) (c) Purchasing managers

(108) (c) The standards cost and the actual cost
(109) (c) Historical

(110) (b) Favourable

(111) (@) Expected standard

(112) (b) Material mix variance

(113) (c) (AQx SP)-(SQ x SP)

(114) (@) (AQ x AP) - (AQ x SP)

(115) (a) Increase in direct materials prices
(116) (c) To control costs
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(117) (@) Itis a basis for implementing cost control and fixing the price of products through
variance analysis

b) The idle time variance is never favourable

Pre-determined

All of the above

d) Direct material, direct labour, and overhead

c) Budgets are a total amount and standards are a unit amount

) (
) (
) (
) (
) (
123) (b) Are predetermined unit costs which companies use as measures of performance
) (
) (
) (
) (

(

(

(124) (d) Management must use a static budget

(125) (@) Allow for rest periods, machine breakdowns, and setup time

(126) (b) A management decision

(127) (d) Standard hours allowed for the work done is the measure used in computing the
variance

(128) (c) Zero based budget

(129) (d) All of the above

(130) (b) Master budget

(131) (b) Materials budget

(132) (@) Production budget

(133) (d) All of the above

(134) (d) All of the above

(135) (b) Flexible

(136) (@) Planning

(137) (b) Sales budget

(138) (d) All of the above

(139) (¢) Cost budget

(140) () Long-term budget

(141) (@) Key factor

(142) (c) Zero based budget

(143) (d) All of the above

(144) (b) Master budget

(145) (b) Materials budget

(146) (@) Production budget

(147) (d) All of the above
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Flexible

Planning

Sales budget

All of the above
Cost budget
Long-term budget
Key factor

All of these

Both 1and 2

Creates personnel difficulties upon introduction, especially if managers are unwilling
to delegate effectively

Net Profit Margin x Asset Turnover Ratio X Financial Leverage

(1) Operating performance, (2) Asset usage performance, and (3) Financial leverage.
Total Asset Turnover (Turnover -+ Total Assets)

the use of debt to acquire additional assets or fund projects

All of these

Margin on Sales x Asset Turnover x Equity Multiplier

ROI

(Profit before interest and tax + Operations management capital employed) x 100
Divisional profit — (Percent capital charge x Divisional investment)

All of these

24.44%

3 64,000

% 8,000

All of these

Both 1 and 2

Learning curve theory

1. Financial Perspective,2. Customers Perspective, 3. Internal business process
Perspective and 4. Learning & Growth Perspectives.

Z31.43 lakhs
Financial.
Accounts receivable.

Average operating assets.
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c) Profit and investment of the centre

b) Profit

AorB

Profit and investment of the centre

a) cost control

c) BothAandB

d) Attempts to control processes.

d) All of the above

Optimum utilization of resources

Both Aand B

A.% 3,200

Minimize expected loss

d) All of these

b) Maximize return

d) Both (A) and (B)

Equal to expected regret of the optimal decision under risk
Realism

Realism

The expected value of perfect information
b) Risk.

a) If two strategies have the same expected profit, select the one with the smaller
standard deviation.

(200) (b) LPP

(201) (b) A decision tree.
(202) (a) A

(203) (b) 0.75

CMA Inter Management Accounting . s e
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MTP Jun’23 Set 1

1. Multiple Choice Questions [1x12=12]
(i) is the study of managerial aspects of financial accounting.

(@) Costaccounting

(b) Financial accounting
“jg/Management accounting

(d) Business accounting

(i) Just-in-time inventory management and Activity based costing were developed during
the

(@) 1ststage
(b) 2pd stage
Md stage
(d) 4th stage

(iii) In an ABC system, the allocation bases that are used for applying costs to services or
procedures are called:

(@) Cost Pool

\/(,Ia)/ Cost Drivers
(c) Cost Absorption
(d) Cost Object

(iv) Which of the following would not be deducted from sales in a management report
prepared using ABC?

(a) Direct materials
(b) Direct labour

(c) Variable selling and administration costs

\y/Shlppmg costs

___anitem for which cost measurement is required e.g. product, job or a customer.

—
(@) Cost Pool
(b) Cost Driver
(c) Cost Absorption
Cost Object
L CMA Inter Management Accounting
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(vi) Which of the following criterion is not used for decision-making under uncertainty?

(@) Maximin
(b) Maximax

(c) Minimax

V(»d’)/l\'/laximise expected value

N

(vii) Circumstances that influence the profitability of a decision are referred to as

(@) Strategies
(b) A payoff matrix
\_/ States of nature
(d) the marginal utility of money

(viii) In a responsibility accounting system, managers are accountable for:

(@) Incremental costs. @L’) ﬂ\.: EZ_% {&"_ '?\
(b) Product costs but not for period costs. CA‘P , EQ Stlz_a\ \[/

\_(e)/Costs over which they have control.

(d) Variable costs but not for fixed costs.

(ix) A company has two divisions. The divisions are identical in terms of the number and type
of machines they have and the operations they carry out. However, one division was set
up four years ago and the-other was set up one year ago. Head office appraises the division
using both return on the investment (ROI) and residual income (RI). Which of the following
statements is correct in relation to the outcome of the appraisal for each division?

,\Q)/Both ROI and RI will favour the older division
(b) ROI will favour the older division, but RI will treat each fairly

(c) RlIwill favour the newer division and ROl will favour the older division
(d) Both Rl and ROI will favour the newer division

(x) Which of the following would be an argument for the use of net book value in the computa-
tion of operating assets in return on investment calculations?

(@) It allows the manager to replace old, worn- out equipment with a minimum adverse
impacton ROI. A -
o R.

(b) It allows ROI to decrease over time as assets get older. 7(

,\/Le)/ Itis consistent with how plant and equipment items are reported on the balance sheet.

(d) It eliminates both age of equipment and method of depreciation as factors in ROI

computations.
(xi) Production at 60% activity is ¥ 600 units, if flexible budget needs to be calculated at 80%
activity what will be units produced? i

7 booo b0/, —> bobd

CMA Inter Management Accounting . L e
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(b) %600
(c) %1200
(d) %1000

(xii) In which of the following circumstances is there a strong argument that profit centre

2.

()

(if)

(iii)

(iv)

(V)

(vi)

accounting is a waste of time?

(@) When the transferred item is also sold on an external market.
(b) When the supplying division is based in a different country to head office.
(c) If the transferred item is a major product of the supplying division.

If there is no similar product sold on an external market and the transferred item is a
major product of the supplying division.

State True or False: [1x7=7]

Globalization and the rapid growth of international trade has made inter-company pricing
an everyday necessity for the vast majority of businesses. \pu_g_

Divisional Autonomy is the degree of freedom a division manager can exercise in decisions
making. Tm

The Budget manual is a schedule, document or booklet, which shows in a written form, the
budgeting organization and procedure. A2

If the occurrence or non-occurrence of one event does not change the probability of the
occurrence of the other event, the two events are said to be independent. Trve_

Benchmarking is a procesé of measuring the performance of a company’s products,
services, or processes against those of another business considered to be the best in the

industry. TraalL

ABC recognizes the increased complexity of modern businesses with its multiple cost
drivers, many of which are transaction based rather than volume based. (e

(vii) A revenue centre is strictlygeﬁnegwmzational unit that is responsible for the

(iii)

generation of revenues an s full control over setting selling prices or budgeting costs.

—

-

Fill in the blanks: [1xX6=6]

Transfer prices based on full cost are approprlate if top management treats the divisions
like C9X LaIAL — o~ w w_,{/

yeens 0’1:
If the selling division has,e' a transYer price based on Would be an appropriate
transfer price, although it would hurt the performance of the selling division.

T

lean manufacturing systems that seek to reduce waste by implementing

production
systems and focussing on AM

There has been a paradigm shift in the role of the management accountant in the era of

globalisation. The focus shifted to
e
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(v) If a decision maker can estimate the of the future events, these should be incorpo-
rated into the decision model.

(vi) Under marginal costing, the stock is valued at

Answer:

(a) (i) (ii) (iii) (iv) (V) (vi) (vii) i (viii) @ (ix) (x) (xi) @ (xii)
C e b d d d C C a d a d

(b) (i) (ii) (iii) (iv) (V) (vi) & (vii)

True True True :{True iTrue True :False

(c) (i) (ii) (iii) (iv) (V) (vi)
Cost Excess just-in-time (JIT) strategic : probabilities | Variable
centres = capacity, production systems, analysis costz
variable | advanced manufacturing
cost technologies (AMTs)

CMA Inter Management Accounting . L e
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1. Multiple Choice Questions [1x12=12]
(i) Inaproduct mix decision, which is the most important factor to consider in order trying to
maximise profit?
'\)@)— contribution per unit of a scarce resource usepl to make the product
(b) contribution per unit of the product
(c) variable cost per unit of the product
(d) product unit selling price
(i)  Which of the following costs incurred by a commercial airline can be classified as variable?
(@) Interest costs on leasing of aircraft “¥_
(b) Flots salaries .
(c) Depreciation of aircraft )(
None of these three costs can be classified as variable
(iii) Alarge margin of safety indicates ______
(@) Qver capitalization
The soundness of business
(c) Overproduction
(d)

(iv) Usually the production budget is stated in terms of

None of the above

(@) Money
(b) Quantity

MBoth of the above

(d) None of the above

(v) Revision of budgets is necessary when original budget was prepared with

(@) only management’s direction
(b) judgement of employees only
Inappropriate data
(d) All of the above
(vi) Which of the following is NOT a method of transfer pricing?
(@) Cost plus transfer price N
Internal price plus transfer price

(c) Market-based transfer price

L CMA Inter Management Accounting
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(d) Two-part transfer price

(vii)/V;h?tlransfer pricing method is preferred QyYCost Accountant?\

Cost Based

(b) Negotiated
(c) Market Based
(d) Dual Pricing
(viii) Management accounting deals with ____ data.
(@) qualitative
(b) quantitative
L,(,z)/both qualitative and quantitative
(d) only non-financial
(ix) The following is twnation of management accounting -
(@) Costly Affair
(b) Evolutionary Stage /
(c) Psychological Resistance
All of the above
(x) Objectives of Management Accounting

(@) Policy formulation

—_’_/
(b) Helpful in decision making \/
(c) Helpfulin cor@g ‘-/

All of the above

(xi) Which of the following costs is relevant in decision-making?

s —
(\/(a‘)/committed costs

accounting costs

cash costs
(xii) The costdata provideinvaluable information for taking the following managerial decision(s)

(b)

(c) historical costs
(d)

(

b

a) To make or buy
————

<

() 'T)etermining the expansion or contraction policy e
2

\WII of the above

(b) To own or hire fixed asset

CMA Inter Management Accounting . L e
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2. State True or False [1x7=7]

(i) Management Accounting reports ari pabuc-doeu-mems. F&QDL/

The budgetary control system is designed to fix responsibilities on executives through

prepargtion of budgets. {manl.
A%ﬁ%et is a summary of all functional budgets.

Experience curve effects are reinforced when two or more products do not share acommon
activity or resource.

Differential Cost is the change in the costs which results from the adoption of an alterna-
tive course of action. \anAe—

(vi)

While marginal costing excludes the entire fixed costs, some of the fixed costs may be
taken into account as being relevant for the purpase of differential cost analysis.

(vii) The early identiﬁcati(;of\grincipal budget factor is}mportant in the budgetary planning
process because it indicatdg which budget should be prepared first. TanAe:

—

3. Fill in the blanks [1xX6=6]

¢ )e—
Pont Control chart is related to analysis of Akuin 0 C_O‘ """’Qﬂ

(i) M2 Contains the picture of total plans during the budget period and it comprises

inforrpationr latimoLt Ies,mﬁt,cost, production etc.
(iii)k&!?

1S sta:c% asa Edget which is mage to ¢hange as per the levels of activitylattained.
iv) SF 3 I t

zg're often quoted inmanag®ment literdture as those areas in which an organization

needs to perform best if itZtd achieve overall spcgesy. .
If a decision maker can estimate the of future events, these should be incorporated

(V)
into the decision model.

(vi) Direct costing is also referred as W cos ;)

——
Answers:

(i) The prepagptio

1. (i) (iii) (vi) (vii) © (viii) @ (ix) (xii)
a d b ' C b b C d d a d

(ii) (iv) (V) (vi) (vii)

False True False False True True True
3. (i) (ii) (iii) (iv) (V) (vi)
Return on Master Flexible Critical Probabilities Marginal
Equity Budget Budget success costing
factor(CSFs)
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MQP Dec’23 Set 1

1. Multiple Choice Questions [1x15=12]

—
~

___isthe study of managerial aspects of financial accounting
(@) Costaccounting
(b) Financial accounting
\)((Management accounting
(d) Business accounting

(ii) X Company uses activity-based costing for Product B and Product D. The total estimated
overhead cost for the parts administration activity pool was 5,50,000 and the expected
activity was 2000 part types. If Product D requires 1200 part t%?s,t_he?mount of overhead
allocated to product D for parts administration would be:

(a) %2,75,000 2000 qpa,dr —’\-Upo; — > TLCoocoO
(b) Z3,00,000
ov0, 2200
«,Késo,ooo 200 (Pow\" —\«61%9 — ELD
(d) 3,45,000 @-Q

(iii) Cost attribution to cost units on the basis of benefit received from indirect activities, such
as ordering, setting-up, assuring quality is known as:

(@) Allocation
Activity-based costing
(c) Always better control
(d) Absorption
(iv) What is Margin of Safety if Sales is 20,000 units and B.E.P is 15,000 units?

\'((':\5)%5000 units
5000 units

10000 unit -
(©) units = < \0, 000
(d) 20000 units 590
(v) Fixed cost per unit decrease when ~C - 20y
Production volume increases - - 22—
. cC /M\/J’ - 9_‘9_‘2{9 - C
(b) Production volume decreases
foov O
(c) Variable costs per unit decreases
(d) Prime costs per unit decreases onds = S o990
cc = 090
Fc[u/v\'»f = 20090 T.27
—_— 2
: {5700
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(vi) The break-even point of a manufacturing company is ¥1,60,000. Fixed cost is ¥48,000.
Variable cost is %12 per unit. The PV ratio will be:

- £
(@) 20% aets FC PVR = 4&0©0
(b) 40% F"’V MX'M?" 60000
30% 10 0O U g0 - 0= ZO'/.

d) 25% » VR

(vii) A radio manufacturer finds that it costs ¥6.25 per unit to make component M-140 M-140 and the
same is available in the market at ¥5.75 each. Continuous supply is also fully assured. The
break-down cost per unit as follows: Mate 2.75, Labour %1.75 other variable expenses
%0.50, Depreciation and other fixed cost hat w.o_Jl—deyoUr decision, if the supplier
offered the component at 4.85 per unit? \L

—
—

(@) Make L Re
(1 Buy Rduvank *2-3s+13 8 +6€0

() Sell
(d) None of the above s < E’S )

(viii) Which one of the following is not considered as a method of Transfer Pricing?
(@) A Negotiated Transfer Pricing v
(b) B Market Price Based Transfer Pricing v
(7" CFixed Cost Based Transfer Pricing

(d) D Opportunity Cost Based Transfer Pricing

(ix) Standard quantity of material for one unit of output is 10 kgs @ %8 per kg Actual output
y given period is 800 units. The standards quantity of raw material
(

8,000 kgs W T lwd = lo\ﬁ—‘a’@zg
(b) 6,400 Kgs - soouwik :&OODV-@@E&

)
(c) 64,000 Kgs
)

d

(x) Standard price of material per kg is 320, standard usage per unit of production is 5 kg.
Actual usage of production 100 units is 520 kgs, all of which was purchase at the rate o X"

22 per kg. . @ 720
Material cost variance is M/‘-—“ . IWMJ— = §'(£.%-

None of these

unds = @ 20
@) 2,440 (A) 100 - <o "aﬂ' 2N 00
31,440 (A)
(¢ %1,440(F) —
: E22°> H4y4o
(d) 2,300 (F) Achrod - Sro 1% @ c
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F— 1woonbsy. = 4000 \Vowiable = 20000%E0,
c <

=7 L> 12600
_ 1spopaimo?. = 66o0 i <‘ Fixed=20,000  “goO
Institute LoD 0 Elo 4 ® Y. - 20

rDD - : go0O ~
(xi) Given Production at 60% activity, 600 units] Material 50 per unit, Labour ¥ 20 per unit, ja
Direct expenses %5 per unit, Factory overheads 20,000 (60% variable) and Administratiop>>

expenses ?1 5, 000 60% fixed). Wtz‘nat will be the total cost per unit for production at 80%

capacity? — —-—'—'"""" E €0 c Ve = logY 800z ) = g40BO
(a) %1,01,000 |p< V
ub-om 2 B0 e
%126.25 R 18> 900
D =6 Adunm 911
© %122 - E2O gpvuo
FoHA = = ov\
(d) %1,22,000 poH = E \0 Fodmy ™ ALICER)
(xii) is prepared for single level of activity and single set of business conditions.
Fixed budget ker whik = (ol oO
(b) Flexible budget o0
(c) Bothaandb -t (2625
-____-""

(d) None of the above

(xiii) If the time taken to produce the first unit of a product is 4000 hrs, what will be the total time
taken to produce the 5th to 8th unit of the product, when a 90% learning curve applies?

(@) 10,500 hours l 4000 lMo) 2w
(b) 12,968 hours > 2600 s

yxo hours D QDV'

10,368 hours

(xiv) In res on5|b|I|ty cost accountlng the costs iprfocus‘abe lo, 0 /
\yﬂ/Cpontrollable costs @

(b) Uncontrollable costs th~sy
roiaq TomL o . 5 l‘l%D

(©) BothAandB kyor Uuwrdd = MO Ly el

Tet),  Tumt (oRL& by

(d) None of the above i PO

(xv) ABC stocks a weekly lifestyle magazine. The owner buys the magazines for 30.30 each and
sells them at the retail price of ¥0.50 each.

At the end of the week unsold magazines are obsolete and have no value. The estimated
probability distribution for weekly demand is shown below.

Weekly demand in units = Probability

CMA Inter Management Accounting . L e
1 70 | MCQ Booklet @ www.sjcinstitute.com 8100 11 2222



SJC

Institute

\)V;/ymhe expected value of demand?
30

(b) 20
(c) 25
(d) None of the above

Answer:

(i i) ¢ (i) ¢ @Gv) P o(v) b (vi) b (vii) §(viii) (i) (x) @ (xi) § (xii) @ (xiii) i (xix) | (xv)
d C b b a C b C a b b a d a a

L CMA Inter Management Accounting
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Multiple Choice Questions [1x15=15]

Management accounting deals with data.
(@) Qualitative
(b) Quantitative

\/(»((Both qualitative and quantitative

(ii)

(d) Non-financial

According to the Chartered Institute of Management Accountants (CIMA), cost attribution
to cost units on the basis of benefits received from indirect activities e.g. ordering, setting
up, and assuring quality is known as:

(@) Absorption costing

(b) Marginal costing

M Activity-based costing

(d) Job costing

(iii) The following information relate to ABC

Activity level 60% 80%
Variable costs (2) 12,000 — 16,000 “000
Fixed costs (2) 20,000— 22,000 2000
The differential cost for 20% capacityis
(a) %4,000
22,000

\/(»ff 26,000

%5,000

(iv) The break-even point is the point at which:
There is no profit, no loss;

(v)

(b) Contribution margin is equal to total fixed cost;
(c) Total revenue is equal to total cost;
(d) All of the above.
A decrease in sales price
T————
(@) does not affect the break-even point

(b) lowers the fixed cost

,\};{/Increases the break-even point

472 | cMAinter Management Accounting wwwisjcinstitute.com (W) 8100 112222
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(d) lowers the break-even point

(vi) What will be sales in rupees for desired profit if fixed cost is %30,000, desired profitis 15,000

and P4V ratio is 30%?
\,(z)é,so,ooo Loy > FC W L0000 ISNO

(b) 1,00,000 oV Ao 207
(c) 2,00,000 _ F1L0000

(d) None of the above - —_—

(vii) Variable cost is also referred to as in the marginal costing technique:
(@) Total costpd.
Product cost
(c) Period costoN
(d) None of the above

(viii) The sales and profit of a firm for the year 2021 are %1,50,000 and 20,000 and for the year
2022 are %1,70,000 and ¥ 25,000 respectively. The P/V Ratio of the firmis

@ 15% WM (f -—E-QQ)?*@
(b) pvaaleo = 2 d

20%
o 25% chamgl w aakes

(d) 30% n M6/ <o/ BV

(ix) A company manufactures and sells three types of p oductﬁdﬁmely ﬂ‘B and C. Total sales
per month is ¥ 80,000 in which the share of these t cts ard 50%, 30% and 20%
respectively. The variable cost of these products i 60% /50% and 40% respectively. vpe
combined P/V Ratio will be: Qalunve

ee pr

oD (@ 49% A —> av, 600 x<o/= 10000 wa/———lva
Ty ¥ Lo/ = 12000
=% (b) 48% B ._7@0—003(30/' - WOy >
Lo\ & — > govoo /. = |b00D0O xeo/ = AL00
S ACIE T Told = 27600

0

g@o\q (x) M Group has two divisions, Division P and Division Q. Division P%nm-tures an item that
J\-’;ﬂ is transferred to Division Q. The item has no external market and 6,000 units produced are
transferred internally each year. The costs of each division are as follows?

. DivisionP  Division
Variable Cost %100 per unit 120 per/init
Fixed cost each year 1,20,000 90)2{00

Head Office management decided that a transfer price should be set that provides a profit
of 30,000 to Division P. What should be the transfer price per unit?

——
(@) 145
S CMA Inter Management Accounting
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- 6ooo x 00 = ZE60600
e El20000

- FF20000

T
\%%125 + OWQ,L\’ -f 300‘190

(0 120 aales ! = (L0 0DO
(d) %135 F” A éO‘DO

(xi) Standard costing is a tool, which replaces the bottleneckbfthe _ costing.

(@) Present -r?/ W q{DU\?O
(b) Pature Loo00O
ﬁstorical ‘E { ’7/(

-

(d) None of the above ALH AR —
(xii) During the month of December actual direct labour cost amounted the
iance

standard direct labour rate was 310 per hour and the direct labour rate vari arrrounted
to T450 favourable. The actual direct labour hours worked was:

(@) 3,955 hours CSK— AR XA = DLK vorniarmese

SJC
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4,000 hours JR¥ AH — AR ®AY = Y go T7 YoooD
(c) 3,910 hours _ - O (D
AH - 39€<0 =4S
(d) 4,500 hours 10X IOAH = 39SS0 -‘-—UlSO'—A(H' Yo 0

(xiii) A factory produces two types of articles Y and Z. Article Y takes 8 hours to make and Z takes
16 hours. In a month (25 days x 8 houmnits ofY€ and 400 units of Z are produced.
Given budgeted hours 8000 per month and men employed are 50. Determine Activity
ratio, Capacity ratio and efficiency ratio.

(a) 112%,140%,140% Y= & VWV,
(b) 140%, 112% 180%6 2 = b W
14 %, 9, 112%
None o t e above
(xiv Accordlng to Kaplan & Norton, which of the balanced scorecard perspectives serves as the
focus of the other perspectives?

\/(z)/FinanciaI.

(b) Customer.

(c) Internal business processes.
(d) Learning & growth.

(xv) If a decision maker is risk averse, then the best strategy to select is the one that yields the

(a) Highest expected payoff. A
(b)

Lowest coefficient of variation. "{

%—hg hest expected utility.

(d) Lowest standard deviation

CMA Inter Management Accounting . L e
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® Adivdry adio = odd Louns for af

- tleoo _ |Yyo¥/

B«A@ o go00 = —
Ao =
W) capacty WW 0,000 _ |25
\Aﬂ«am Weuns &10'190 -

() effitimey astio = gt Wowa lor 48 = (1250 {12,

WW—A tOL’J‘DD’ _




SJC

Institute

Answers :

(i) (i) @ Gii) @ oGiv) P o(v) o (vi) o (vil) viii) boGix) () (xid) b (xii) ¢ (xiii) | (xix) | o(xv)

d C C a C a b C C b C b d a C
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MQP Jun'24 Set 1

—_

Choose the correct option: [15x2=30]

—
~

Is the study of managerial aspects of financial accounting.
(@) Costaccounting
Financial accounting

\,(((Management accounting

(d) Business accounting

—

ii) Process of Cost allocation under Activity Based Costing is:

(@) Cost of Activities—Activities—Cost Driver — Cost allocated to cost objects
(b) Cost Driver — Cost of Activities— Cost allocated to cost objects — Activities

Activities— Cost of Activities—Cost Driver — Cgst allocated to cost objects

(d) Activities—Cost Driver — Cost allocated to cost objects — Cost of Activities

(iii) Plant depreciation is an example of which activity-level group?
'(;) Unit-level activity
.._Lbj/FaciIity—IeveI activity
(c) Batch-level activity
(d) Product-level activity
(iv) A decrease inwc_e
(a) does not affect the break-even point
(b) lowers the fixed cost
M(z)/lncreases the break-even point

(d) lowers the break-even point

(v)  What will be the margin of safet@@
(a) %1,00,000 —
(b) %1,50,000

Amount of sales < B.E.P, therefore no margin of safety
(d) None of the above

(vi) The costing method where fixed factory overheads are added to inventory, is called:

(@) Activity-based costing
Absorption costing

(c) Marginal costing

(d) All of the above

CMA Inter Management Accounting . L e
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pv aadio = Yo'/

(vii) Product A generates a contribution to sales ratio of 40%. Fixed cost directly attributable to
Product A amounted to ¥60,000. The sales revenue required to achieve a profit of 15,000

i(:) % 2,00,000 FC= 60y 000 - Lo NO‘_HQMO

(b) %1,85,000 aaden = T P";"ﬁ’_‘.k: ‘ 10300
U 71,87,500 PVR MO/ =T _—
(d) 2,10,000 = MO0 /'-10

(viii) M Group has two divisions, Division P and Division Q. Division P manufactures an item that
is transferred to Division Q. The item has no external market and 6,000 units produced are
transferred internally each year. The costs of each division are as follows:

. DivisionP  DivisionQ
Variable Cost % 100 per unit | 120 per unit
Fixed cost each year % 1,20,000 %90,000

Head Office management decided that a transfer price should be set that provides a profit
of ¥ 30,000 to Division P. What should be the transfer price per unit?

145

125 &
() %120
3135
(ix) Which one of the following is not considered as a method of Transfer Pricing?
(@) Negotiated Transfer Pricing "
(b) Market Price Based Transfer Pricing \/

\/(()/Fixed Cost Based Transfer Pricing

(d) Opportunity Cost Based Transfer Pricing

(x) If standard cost X actual, then itis: M —9 u,l\,%-ﬂ-*’ W/‘-’J%‘ L

Qc &

(a) ot favourable VM’L@/
) cC 70.M — s

Favourable

() Neither favourable nor not favourable
(d) None of the above.

(xi) What is the labour rate variance if standard hours for 100 units of output are 400 @ X 2 per
hour and actual hours taken are 380 @ ¥ 2.25 per hour?

(@) %120 (A) LAV= (SR AR) X K H

2100 (A) = (2 ~9-2C) X 380
\))/?95 . _O.%X'LYO ﬁ)
. —9qc =) 1<l
wwwisicinstitute.com (W) 8100 112222 cMA '"te'M“”"geme”mC‘;‘;‘ggIgg 177
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(d) %25(F)

(xii) AR 2¢s Which demands each manager to justify his entire budget in detail

atbudget
(b) Master budget

Zero base budgeting
(d) None of the above
(xiii) The following ratios have been calculated for a company: R * .
Gross profit margin P 42% — %
Operating profit margin | \/-“b& ' 7 28% P

Gearing (debt/equity) 2&7/* " oI (1 40% )
Asset turnover 2 N 65%———>

What is the return on capital employed for the company? T—GW M&b;

@ 273% > Retum Cop UMQ’W)
&/182% —

Cop A
(@ 11-2% . Ih.!
(d) 16:8%

(xiv) Which of the following is responsibility center?

——

(@) Expense center
(b) Profit center
() Investment center
) All of the above.
(xv) The minimum expected opportunity loss (EOL) is
(@) Equal to EVPI
(b) Minimum regret
(c) Equal to EMV

Both (A) and (B)
Answer:
(i) (ii) (iii) (iv) (v) (vi) (vii) (viii) (ix) (x)
(c) (c) (b) (c) (a) (b) (c) (b) (c) (b)
(xi) (xii) (xiii) (xiv) (xv)
(c) (c) (b) (d) (d)
1 78 | :ﬂlﬁgl;(::;zanagemenmccounting www.sjcinstitute.com e 8100 11 2222
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MQP Dec’24 Set 1

Choose the correct option: [15x2=30]

(xvi) Which of the following is not a characteristic of management accounting?
(@) Forward-looking —

\)h)/l-listorical orientatiop

(c) Internal focus

(d) Decision - making
(xvii) The break-even point is where:
\/%Kl'eotal costs equal total revenue TZL =T N
b) Total revenue exceeds total costs
(b) Lo (’\’9%/*4' o5

(c) Variable costs equal fixed costs

(d) Contribution margin is negative (—(— = M

(xviii) Variance analysis is used to:
ﬂentify the root causes of inefficiencies

(b) Calculate contribution margin

(c) Prepare financial statements
(d) Determine break-even point

(xix) Which of the following is not a relevant cost information in a make or buy decision in short

run (i.e., in marginal costing)? .
(@) Burglary TerstaaguatI- I/O"'{/ — IW
(b) Fire W M

(©) Marine oo tie

\(,d/None of the above
(xx) If Sales - % 9,00,000 #/Margin of safety = 40%;P V Ratio = 2/3, then what is the Break- even =
Sales? S

(@) ¥4,50,000 @&W - 6oY-
23,60,000 oo O
\\/?540000 Re aodan ¢ bo- v&ﬂooc/\DD Sq/__
26,00,000

(xxi) Sale for two consecutive months, of acompany are ¥3,80,000 and % 4,20,000.The company’s
net profits for these months amounted to ¥ 24,000 and % 40,000 respectively. There is
no change in contribution/sales ratio or fixed costs. The contribution/sales ratio of the

company is.
(@ 1/3
L CMA Inter Management Accounting
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2/5
(o 1/4
(d) 3/8
(xxii) Standard Costis ______acost.

\)a‘)/Pre determined

b) Actual

\1

fsok ]

c) Historical
d) Short-term

(
(
(
(xxiii) Which of the following budgets should be prepared first?
(@) Production Budget -
(b) Purchase Budget

(0)

¢) Master Budget
\)d(SaIes Budget
(xxiv) LabourTurnover
(@) The number of people working in the current period
(b) The number of people who left the organisation in the previous period

\/Kﬁate of change of Iabﬂrf_org

(d) The ra";of the change in the wages of the labour force

(xxv) » The per unit expenses of the FC' portion varies with the volume of production while
Mrtlon remains the same with volume.

u,Mx \/(a‘(‘leed Variable o

(b) Variable; Fixed

(c) Variable; Semi-Variable
(d) Fixed; Semi-Variable
)

Which method of costing is commonly used by companies that produce unique

products or services?
_——

(@) Process costing

\}K{Job costing
(c) Batch costing S C_Sf" A ?3 % H& QP )(H'a - APX ﬂ'&

(d) BothAandC

(xxvii) Material price variance is calculated by

(xxvi

Standard Price x Actual Quantity - Actual Price x Actual Quantity
(b) Standard Price x Actual Quantity - Actual price x Standard Quantity 0<

—

CMA Inter Management Accounting . L e
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(c) Actual Price x Actual Quantity - Standard price x Standard Quantity
(d) Actual price x Standard Quantity - Standard price x Standard Quantity

(xxviii) Calculate the material price variance from the following:

Actual Quantity - 2.5 kgs MPV C SQ A P) x A"&

Standard Price - X 3 per kg _ C Q - 5} ®0:C
Actual Price - % 5 per kg
Standard Quantity - 4.5 kgs - - 2K, S
o . <C Adverse)
) T5(A)
() T12(A)
(d) %6(F)

(xxix) Which budgeting technique involves preparing budgets from the bottom of the
organization hierarchy to the top?_

(@) Top-down budgeting
(b) Zero-based budgeting
(c) Incremental budgeting

\/w(Bottom up budgeting

(xxx) A manufacturing company budgets to produce 10,000 units during a period. It expects
to incur ¥50,000 in fixed overhead costs. er unit in variable overhead costs. If
the actual production turns out to b€ 9,500 units, what is the company’s flexible budget
overhead cost?

(a) 74,500 Fc = E <o 00O
- K00
(b) 77,000 ve = E2XA00 = F 2€
(c) %Z9:500
¢, O
\}1148},500 TC T7%

Answer:

(i i) ¢ oGii) ¢ o@Gv) P o(v) b (vi) E (i) i) (X)) () (xd) o (xdi) (i) | o(xiv) §(xv)
b a a b C b a d C a b a b d d

L CMA Inter Management Accounting
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1. Multiple Choice Questions [1x12=12]

(i) Profit Volume ratio is equal to:

(@) Variable cost as a percentage of sales (N

—

(b) Fixed costas a centage of sales [N

\/CZ)/Excess of sales over variable cost as a percentage of sales
— d

(d) Total cost as a percentage of sales; aH

(i) A Limited produces 500 units of product in 7,500 hours against standard hours of 8,000. If
standard rate per hour is ¥ 75, then labour efficiency variance will be:

A 37,500 (F) AN R
(b) 37,500 (A) Lev C_SLH’A/M'OX
(©) 340,000 (F) _ (gb00 - goo) X 5
)

[}

(

(

( (F)
(d) 38,000 (F _ <00 XAS - 3290

(iii) Divisional managers prepare without reference to the past budget or achievements.

(@) Outcome Budgets
(b) Performance Budgets
(c) Programme Budgets

\}gld/Zero Base Budgets

(iv) According to Norton and Kaplan, the balanced scorecard shouldbeusedas .

(@) acontrol system

(b) adiagnostic system
,\/(tf astrategic system

(d) All of the above

(v) A/An is an organizational unit whose manager is responsible for generating revenue and
managing expenses related to current activity.

(@) Expense Centre
(b) Revenue Centre
(c) Cost Centre

\)d{Proﬁt Centre

L CMA Inter Management Accounting
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(vi) RTM Ltd., using Activity Based Costing (ABC), manufactures two types of products-P and
Q respectively. During a period, the company incurred % 50,000 as inspection cost and it
worked for 10 and 15peestion runs respectively for producing product P and Q. The

inspection Cost fg product P upder ABC system was: O
n
%20,000 o5 omoa\ cunt — ELD, U0

b) 30,000 W 2000

(b) % 30, \D Fwd s —) peod,, (D

(c) 40,000 T’t_f-

(d) None of the above = C 2’0/0\QO

(vii) The minimum expected opportunity loss (EOL) is
(@) equal to EVPI
(b) minimum Regret
(c) equal to EMV
Both (A).and (B)

(viii) Responsibility Accounting is used for

\/Ge'( cost control

(b) planning
(c) decision making
(d) pricing
(ix) Theterm______isusedtodescribe alocation to which overhead costs are initially assigned.

\‘(;)/ost driver \
Cost pool H o=k — (P‘U O

(c) © C Dd’
(d) Cost objects

(x) Units produced 50,000; Selling price per unit % 15; Variable cost per unit ¥ 12; Fixed costs
1,60,000. Calculate sales value when the profit to be earnedis < 80,000.

(a) %10,00,000 Vs = \S-1 . oo
i 212,00,000 - 5

(0 9,00,000 Aadts 2 \bopoO + &oPO0 | W oNU_ (oL
d)

(d) % 14,00,000 “oY. '30;\ ‘

(xi) Economic Value Added (EVA) can be calculated as under:

Activity

(@) Return to Equity Shareholders fund — Cost of capital Employed.

,\)bﬂ/Return to providers of fund — Cost of capital Employed.
(c) Return to Long term loan fund — Cost of capital Employed.

(d) Return to Equity Shareholders fund — Cost of Equity.

CMA Inter Management Accounting . L e
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(xii) According to DuPont methodology, the parameter(s) that drive Return on Equity (ROE) is

/ are:
(@) Operating performance \/
(b) Asset usage performance \/

() Tpancial leverage \/

\/éd(AII of the above
2. State whether the following statements are “Trpe” or “False”: [Mx7=7]

(i) Management accounting dealsmb/-wl quantitative data. FQQD-Q—

(i) In marginal c§fing TG TFESand variable cost are considered for product costing and

inventory valuation. = gJnf—

iii) %voidable fixed costs are considered as relevant cost. Fq,bf—/

D

iv) Standards are arrived at on the basis of past performance. W

(

(

(v) Division under transfer pricing system is treated as,Qtfs' Centre. W"
( u J”"’M/

(

vi) Production budget is also known as Subsidiary Budget T
vii) Return on Investment (ROI) ignores the cost of equity capital. | \L-

3. Fill in the Blanks: 1x6=6

(i A is @ norm against which the actual performance can be measured.

analy5|s is the study of the interrelationship between cost, vqume and proﬁt at
varlous eIs of actl |

||| an le formed at the intersection point of total sales line and total cost linein a

formal break-even chart.
_’__—

(iv) InActivity Based Cgsting, the allocation basis used for applying costs to services or products
is called wo

V) ‘40} is fhe excess of total sales over BEP sales.

(vi) W""\tﬂ'g@iy proposes that a learner’s efficiency in a task improves over time, the more the
learner performs the task.

Answers :

1. (i) (ii) (iii) (iv) (V) (vi) (vii) © (viii) @ (ix) (x) (xi) (xii)
C a d d d a d a b b b d

2. G Gy Gy v v i) (i)
. False | False  False | False | False = True | True
L CMA Inter Management Accounting
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(i) Standard
(i) Cost-volume-profit (CVP) / Break even

.
3.

(iii) Angle of Incidence
(iv) Cost driver
(V) Margin of safety
(vi) Learning curve
CMA Inter Management Accounting L
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1. Multiple Choice Questions [1x12=12]
(i)  Which of the following would decrease unit contribution margin th@ost? (! 1o

.\Mm% decrease in selling price  Qalan = €10 Qales > T Salon: €

(b) 10% increase in variable costs V& = & & —ve =€ 6 ve = E.é‘_ci

w
VK(C) 10% decrease in variable costs eandl0” = & Y -t T 2 trdl” = T 2eY

Dk(d) 10% decrease in fixed costs —_—

(ii) Which one of the following statements best demonstrates the concept of the learning
curve?

(@) Learning curve is a linear cost behavior influenced by learning.v”
(b) Learning curve is a judgmental method of estimating costs when learning is present. A

Alearning curve is a percentage by which average time per unit produced decreases
as output doubles,

q—

(d) A learning curve is a percentage by which average time falls as output increases by
one unit.

(iii) AB Ltd. uses standard costing system. The following information pertains to direct labour
for Product X for the month of March, 2023:

Standard rate per hour ¥ 8; Actual rate per hour ¥ 8,40

Standard hours allowed for actual production is 2000 hours /3}
Labour Efficiency variance =% 1,600 (Adverse) ')‘)Ooo-A{,H s W0
T EIficiency varan

What were the actual hours worked? g&
(EV = CSLH’A'(/Hb< ‘Looo—{“')og\:m

(@) 1,800 Hours ,) \ 05

(b) 1,810 Hours _ [BUO > CWO - N/H Ao = A’L' l
k}?)/Z,ZOOHours _ lbOO - Cwo /A/l/HD

(d) 2,190 Hours -2 -

(iv) Economic value added (EVA) is a concept that is closely related to residual income. EVA is
compuied

subtracting the adjusted total cost of capital [rom the adjusted aller-tax income,

(b) subtracting adjusted after-tax income from total divisional investment.
\ﬁ (c) dividing adjusted after-tax income by adjusted divisional investment.
(d) dividing adjusted after-tax income by adjusted total cost of capital.

(v)" Expected value in decision analysis is

(@) astandard deviation using the probabilitics as weights. DQ

L CMA Inter Management Accounting
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(b) the square root of the squared deviations. “<

(c) ameasure of the difference be}ween the best possible outcome and the outcome of
the original decision. N
/

)
\}da/an arithmetic mean using the probabilities as weights. ~ Cevndo = E2O

(vi) M/s SP Limited sells Glucon P at a selling price of ¥ 100 per unit. Variable cost per unit is 80
and Fixed cost for the year is % 3,00,000. Actual quantity sold during the year is 1,00,000
boxes of Glucon P. The Break EVen Point (Units) and Margin of Safety (Units) will be

(a) BEP (Units) will be 20,000 units and MOS (Units) will be 80,000 units. Be? S

) ( )
n
(b) (Units) will be 10,000 units and MOS (Units) will be 90,000 units. m
\/Kﬁip ) (Units)
) ( )

= o000
(Units) will be 15,000 units and MOS (Units) will be 85,000 units. 30

—

QLD
(d) BEP (Units) will be 50,000 units and MOS (Units) will be 50,000 units. - \g-ooouﬁ

(vii) Standard output is 1,000 units and actual output is 800 units. Standard price per KgisI 2 —
and Actual price per Kg is X 3. Standard quantity per unit is 4 Kg. If actual quantity is 4,000
kgs, the Material Cost Variance will be

@ 16000 4o Rand \wuad % ‘t\éa@ z 2
(b) 1,600 (A) —  goow ® 3200 9 @ = 2 =teH00

35,600 (A) sl = \{\mo{”—a@f‘% = T (2000

(d) ¥ 3,200 (A)

(viii) is the budget which incorporates all functional budgets, which is finally approved,
<adopted & employed. _
—_— MCV = cc ko‘( AD AC
(@) Zero Base Budget
. - é L{O’D - 200600
(b) Rolling Budget
Master Budget - E $too C A,')
/

(d) Performance Budge

(ix) M/s Shibaji Limited has Capital Employed of % 4,50,000 and its Operating Income for the
year ended 31-03-2023 is ¥ 1,00,000. If the minimum expected rate of return is 14%, the
Residual Income (RI) of the Company is

(a) 35,000 Reeo: ll“lj ot = 0J - (wAcc xC¢€)

(b) 43,000 = |pou0 - (\\1'/. XWSWOO)
e : (ovv0p - L3020
2300

(x) M/s Dutta Rubber manufactured 10,000 units of Blodegradable dispesabtetontainers at
the Material cost of % 6 per unit. The Direct labour cost is ¥ 15 per unit out of which 2/3
is fixed. Factory overhead cost is ¥ 20 per unit of which 60% isffixed. The labour used for
manufacturing Biod¢gradable disposable containers can be usdd to manufacture another
product having selling price per unit of ¥ 40 and Material cost of E 10 per unit, The Relevant

Ivowadsle ~>E 0% MO/ @{’M ble =€ 1<)y = Y
1 90 | CMA Inter Management Accounting - -E g . www.sjcinstitute.com e 8100 11 2222
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.
Cost (RC) of manufacturing Biodegradable disposable containers is
(a) 266 s
3 44 Me = 6

(c) 36 + FOHCV') E8

(d) 232 + conth" 7: 20
(xi) Fixed costis Relevant Cost if it is /—‘ € ‘Nl

,\_ﬁaafDlscretlonary

(b) Sunk
(c) Unavoidable
(d) Periodic

(xii) According to Norton and Kaplan, the balanced scorecard should be used as

——

(@) A Control system

(b) A Diagnostic system
A Strategic system

(d) Both (A) & (C) above

(xiii) M/s NABARD Limited has provided you the following data for the financial year 2022-23.
Break Even Point (in %) = 2,66,666.67. Selling price per unit is ¥ 100 and Variable Cost per
unit is ¥ 70. Fixed Cost is ¥ 80,000. If the selling price per unit is reduced by 10% in the next

<ear, what will the new Break Even Point (in%)?

(a) %3,56,058 pvadduo= 100 =0 5|00 = 20/

,\}bi/?360000 |00

(c) %3,88556 B = &O/UQ__Q
(d) 3,57,548 [ o e*"’“(’wd”\ =\otloL =&l

(xiv) M/s Agartala Plastics Private L&;?ted has provided you the information of its pack aging
division. Fixed Assets =3 10,00,000 & Current Assets =3 10,00,000. Annual Fixed Cost of the
packaging division is ¥ 16,00,000, Variable Cost per unit is T 10, If the budgeted volume per
year = 8,00,000 units and Return on Investment is 18%, the Transfer Price of the packaging
division will be —

(a) %11.60 Tve= ooowO X \D = &0, 60, 000

- \q, OOy 600
TFC =
BT R 1245 = - \&7. % 2000000 = 2/ o, OO

() %13.40 ol = o0
qq Lo, 00O O /&OO
(d) %10.90 = %l‘);’*-{f
(xv) Under Marginal Costing, the Opening & Closing stock is valued at which of the foIIowmg
basis?

(@) Opening stock is valued at variable cost & closing stock is valued at total cost.OQ

P —

L CMA Inter Management Accounting
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(b) Opening stock is valued at total cost & closing stock is valued at variable cost. ’\
C—

\)Z)/Both Opening & Closing stock is valued at variable cost.
(d) Both‘(%ening & Closing stock is valued at total cost.

Answers :
(i) (a) (if) (@) (iii) (@) (iv) (a) (V) (d)
(vi) (c) (vii) (c) (viii) (c) (ix) (d) (x) (b)
(xi) (a) (xii) (@) (xiii) (b) (xiv) (b) (xv) (c)
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1. Multiple Choice Questions [2x15=30]

(i)  Which one of the following statements is false?

(@) Management accountant uses cost accounting tools and techniques for planning and
decision making. T‘T\AL—

.\,cb‘)/Management accounting is mostly historical in its approach and it projects the past. P&D—z.'
(c) Costaccounting system can be installed without management accounting.
(d) Management accounting focuses on wealth maximization.

(ii) According to DU-Pont Methodology, the parameter(s) that drive Return on Equity (ROE) is
/ are

(@) Operating performance
(b) Asset usage performance
(c)—EinancialLeverage

All of the above

(iii) Which one of the following Responsibility Centers, is an Organizational Unit whose
manager is responsible for managing revenues and current expenses?

(@) Investment Center
Revenue Center
.\},@/Proﬁt Center
(d) Cost of Expense Center
(iv) The Laplace Criterion is the feature of which of the following?
(@) Deterministic Model
(b) Decision making under certainty
Decision making under uncertainty
(d) Optimization

(v) Bon, a division of BANT Ltd. a manufacturing company, has total assets of ¥ 12,00,000 and
an Operating Income of ¥ 3,00,000. What is the Division’s Residual Income (RI) if the cost of
capital is 15%?

(a) ¥180000 R = - (waAce Y (E) /)
1<
e s epovo- (120097OK
0o - (goOV
(d) 60,000 ~. 2000V0 {
> \»o0©0 D
/__
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(vi) An employee of DOXIN Ltd. took 5 hours to complete the first unit job in the assembly line.
Using a 80% incremental unit time learning model, the time to be taken to complete the
second unit job will be

(@) 4heurs ! S ) &0Y/.
3 hours o n W/;]
(c) 2hours 9—-‘ o [b_ & Lo
(d) 5hours TE I T b S'(N‘A
-y
(vii) In the factory of DOSN Ltd., using Standard Costlng System the detalls of overhegc&
expenditure for the month of May’24 are as under:

. Standard %) | Actual 3) ; - REoH - &000VO
Fixed Overheads 80000~ 85000 BOHArKL = T
Variable Overheads 1,20,000 ~~ 1,15,000 Wz ;‘D/
Output (units) 40,000 ? —

If Fixed overhead volume variance is ¥ 4,000 (Adv.), identify the Actual Output (in units).

\y,)/’38000un|ts \__7 Eou wek voniame = (AP- RP) % RoH skl

41000 units _ qo_oooo: (AP- qoo-oo) X 2=
(c) 42000 units _ q,-w’@% . AP- Y0000
(d) Insufficient information - AP = —2000 ..(.\.lb'DOD

(viii) FBT Ltd. is presently operating at 60% capacity and producing 600 units. The Cost structure™ <280
at 60% Level of Activity is: Material T 50 per unit, Labour ¥ 25 per unit, Direct expenses I 5 —_—
per unit, Factory overheads % 20,000 (60% variable) and Administration expenses % 15,000
(60% fixed). What will be the Total Cost per unit for production at 80% capacity?

(@) 1,05,000
3131.25

() ¥126.25

(d) None of the above

(ix) SNG Ltd. is choosing which of three products P, Q and R to make and has calculated likely
payoffs under three possible scenarios (A , A, or A)), giving the following payoff table:

Profit/(Loss) Scenarios |

- | R ‘ m

A, 8 100 (150 )\SO

A, . 100 (20) 70 (OO

Using maximax, identify the product which would be chosen by the > company.

(@) ProductP Moy t VQ ( &b, \SD, IC"D> .
194 ,%3Z'::,:,Za"agememACCO”””"Q wwwisjcinstitute.com (W) 8100 112222
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(b) ProductQ
Product R
(d) None of the above

x) A is defined as a budget continuously updated by adding a further accounting
period when the earlier accounting period has expired.

(@) Zero base budget

(b) Step-up budget
\jp)/RoIIing budget

(d) Performance budget

(xi) In both fixed and variable costs are considered for product costing and inventory
valuation.

(@) Marginal Costing
200 e,uMJZ
Relevant Costing A’:’ l \/MMMOH - 20X 200 = E\oo0

.Jz)/Absorptlon Costing Elocod —E Yo0
(d) Activity Based Costing P T—GM (_'XZ,O‘ OH = - E 6000

(xii) M/s Unicom Limited sold 200 units and 300 units of its productin 2023 and 2024 respective-
ly. If total overhead for 2023 and 2024 is ¥ 10,000 and ¥ 12,000 respectively, the fixed
overhead would be )

\}a)/?'e,ooo vau able 0H e wnk = 12000 -—\00—00'
(b) 4,000 00 - 200
(c) 8,000 — 2005 _ E_D;o
(d) 10000 Cpnko" = oMLLoY = L;D o6

(xiii) If P/V Ratio is 5 20%, Selling price per unitis X 50, Margin of safety is 2000 units and Fixed cost
is ¥ 30,000, the actual sales quantityis

(a) 4000 un!ts MOS = W mﬁ%{_ 5
(b) 6000 units PU II;O u/\kb /WV\J’

\/sooolmuts 2600 = W\a—o&:x WH = 20000

7000 units

(xiv) A Limited produces 500 units of product in 7500 hours against standard hours of 8000. If
standard rate per houris ¥ 50 then labour efﬁaency variance willbeX

“99/2;,000( F) Qalon O\WM \DWH

(b) 25,000 (A) (,,w\—lo"\/w“l'
(c) 40,000 (F) = 800-00—(—%0—00
(d) 50,000 (F) \D

- S‘ocvb/w‘-‘g‘“’a“‘n‘

L CMA Inter Management Accounting
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(xv) Expected returns of two mutually exclusive project is 15%. The S.D. of return of Project-1
is 20% while S.D. of return of Project-2 is 10%. The Coefficient of variation of Project-1 and

P?()j_ezt—z are
(@) Project-1=0.75 and Project-2 =0.90
\Mojecﬂ =1.33 and Project-2 = 0.66
(c) Project-1=1.43 and Project-2 =0.86
(d) Project-1=1.39 and Project-2 = 0.56

Answer: \ -
coeff; of voddstom

(i) (B)

(i) (D) .
i) (A) = ?’_°_/ :
(iv) (© \CY.
v _©

(i)  (B) R > ( by,
(vii) (A) N2
(viii)  (B)

(ix) (Q)

x) (O

(xii)  (A)

(xiii) i (Q)

(xiv) : (A)

(xv) (B)

1 96 | CMA Inter Management Accounting
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Postal Test Paper

1. Multiple Choice Questions [1x12=12]

(i) Production at 60% activity is ¥ 600 units, if flexible budget needs to be calculated at 80%
activity what will be units produced? —

Vm/% 800
3600

() %1200
(d) 1000

(i) In which of the following circumstances is there a strong argument that profit centre
accounting is a waste of time?

(@) When the transferred item is also sold on an external market.
(b) When the supplying division is based in a different country to head office.
(c) If tbe transferred item is a major product of the supplying division.

If there is no similar product sold on an external market and the transferred item is a
major product of the supplying division.

(iii) Management accounting assists the managementin___
(@) Planning -«

(b) Directing
(c) Controlling *

\_,odﬂ//-\_ll of the above

(iv) Creation of value through effective use of resources is the focus area of the:
(@) 1ststage
(b) 2nd stage
(c) 3rdstage

4th stage

(v) In an ABC system, the allocation bases that are used for applying costs to services or
procedures are called:

(@) Cost Pool
\jb/Cost Driver
(c) Cost Absorption
(d) Cost Object
(vi) Plant depreciation is an example of which activity-level group?
(@) Unit-level activity

L CMA Inter Management Accounting
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\)b'(Facmty level activity

(c) Batch-level activity

(d) Product-level activity

(vii) The main reason for the usage of Activity Based Costing, by replacing the traditional costing
system is that:

(@) The overhead recovery rates used in traditional costing systems are inappropriate for
decision-making.

,\/(b')/'l"he companies deal with more number of products at present

(c) No scope for cause and effect relationship in traditional costing

(d) The new manufacturing technology needs information for feedback of performance
even the productis in progress.

(viii) Activity-based costing:
(@) Uses a plant-wide overhead rate to assign overhead ™R
(b) Is not expensive to implement )
(0) Typicamead costs using direct labor-hours >

Uses multiple activity rates

(ix) Which of the following is least likely to be classified as a batch level activity in an activity
based costing system?

(@) Quality assurance —
(b) Receiving and inspection —
Property taxes

(d) Production set-up
(x) Margin of safety is referred to as

Excess of budgeted or actual sales over the variable expenses and fixed expense, at
break-even:

(b) Excess of budgeted or actual sales revenue over the fixed expenses.
(c) Excess of actual sales over budgeted sales.
(d) Excess of sales revenue over the variable expenses.
(xi) A decrease in sales price
(@) does not affect the break-even point
(b) lowers the fixed cost

\_jﬁ/lncreases the break-even point
(d) lowers the break-even point

CMA Inter Management Accounting . L e
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(xii)

in units if fixed cost is ¥50,000 Contribution per unit is 60 and desired
profit per unifi

i Lﬂomb(vwb‘%w/suﬁ be )S'DG'OO:KOM
vét)(ﬁ'nooo Tbm W = o v = K.ZZQ‘_Y-O

L0

(&) 1,000

(d) %6,000 wx = Boooo + 0% = (e00 W
1) —

2. State True or False: 6ou : SDOVO + [OM [1x7=7]

(i) The purpose of moving from a traditional costing system to an ABC system must therefore
be based on the premise that the new information provided will lead to action that will
increase the overall profitability of the business. T'a'VUL’

(i) Activity based costing isyt/expensive to implement. FCLQMJ

(iii) The kind of cost which will not differ due to the volume of the production is called Fixed
cost. \owe g : —

iv) Another term for marginal costing is variable costing.T’a—VL.Q..

(

(v) Fixation of selling price in the long run can be done_withotTt considering fixed costs.Fd»QQ&’
(vi) Key factor is important in ascertaining the profitability. a2
(

vii) Marginal-costing technique is also used in planning the profit level of the business. T’XVLQ;

3. Fillin the blanks [1X6=6]

(i A is a norm againgt which the actual performance can be measured.

(ii)@ow r rest periods, machine breakdowns, and setup time.

(iii) Transfer prices based on full cost are appropriate if top management treats the divisions
like (X oL T — Ww 2

(iv) Accordingtothe principles that guide the preparationoftheV —_aseries of fixed budgets

are drawn for diﬁgen’:%evils,of activity.
(v)P & has been definedPas a “budget based on functions, activities and projects.”

(vi) Returnoninvestment encourages investment in projects that would otherwise be rejected

~Under ReAOUA Tpae gL

Answers :

a) i i iii iv \% Vi Vii Viii iX X Xi Xii
a d d d b b b d C e d C

b) i i i iv v Vi i
. True = False | True | True = False | True | True
L CMA Inter Management Accounting
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C) i i iii iv v Vi
Standard Normal Cost Centers Flexible Performance: Residual
Standards Budget Budget Income
CMA Inter Management Accounting L
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