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[I] Multiple Choice Questions       (10*1=10) 

1) Which of these is not an objective of Cost Accounting?  
 (a) Ascertainment of Cost   (b) Determination of Selling Price  

 (c) Cost Control and Cost reduction  (d) Assisting Shareholders in decision making  
 

2) A profit centre is a centre  
 (a) Where the manager has the responsibility of generating and maximizing profits  
 (b) Which is concerned with earning an adequate Return on Investment  
 (c) Both of the above    (d) Which manages cost 
 

3) Fixed cost is a cost:  
 (a) Which changes in total in proportion to changes in output  
 (b) which is partly fixed and partly variable in relation to output  
 (c) Which do not change in total during a given period despise changes in output  
 (d) which remains same for each unit of output  
 

4) Element/s of Cost of a product are:  
 (a) Material only    (b) Labour only  

 (c) Expenses only    (d) Material, Labour and expenses  
 

5) Abnormal cost is the cost:  
 (a) Cost normally incurred at a given level of output  

 (b) Cost not normally incurred at a given level of output  
 (c) Cost which is charged to customer  
 (d) Cost which is included in the cost of the product  
 

6) Which one out of the following is not an inventory valuation method?  
 (a) FIFO   (b) LIFO  (c) Weighted Average   (d) EOQ  
 

7) Re-order level is calculated as: 
(a) Maximum consumption x Maximum re-order period 
(b) Minimum consumption x Minimum re-order period 
(c) 1/2 of (Minimum + Maximum consumption) 
(d) Maximum level - Minimum level 

 

8) Calculate the prime cost from the following information: Direct material purchased: 
Rs. 1,00,000 Direct material consumed: Rs. 90,000 Direct labour: Rs. 60,000 Direct 
expenses: Rs. 20,000 Manufacturing overheads: Rs. 30,000 + 
(a) Rs. 1,80,000    (b) Rs. 2,00,000  
(c) Rs. 1,70,000    (d) Rs. 2,10,000  

 

9) Total cost of a product: Rs. 10,000 Profit: 25% on Selling Price Profit is:  
(a) Rs. 2,500     (b) Rs. 3,000  
(c) Rs. 3,333     (d) Rs. 2,000  

 

10) Which of these is not a Material control technique?  
(a) ABC Analysis   (b) Fixation of raw material levels  
(c) Maintaining stores ledger (d) Control over slow moving and non moving items  
 

 



[II] Long type Questions:        (10*3=30) 
 

1) Find out the following material variances: 

(i) Cost Variance  (ii) Usage variance 

(iii) Price Variance  (iv) Mix Variance  (v) Yield Variance 

The information is as follows: 

    Standard Mix 
Material  X  120kg.  @ Rs.5   = Rs.600 

Material  Y  80kg.  @ Rs.10  = Rs.800 

   200kg.       Rs.1,400 

(Loss 30%)   60kg. 

Output   140kg 

Actual Mix 
Material  X  112kg.  @ Rs.5   = Rs.560 

Material  Y  88kg.  @ Rs.10  = Rs.880 

   200kg.       Rs.1,440 

(Loss 25%)   50kg. 

Output   150kg 
2) Cost accounting has become essential tools of management.” Give your comments on 

this statement. 
 

3) Two types of material A and B are used as follow: 

 Normal usage  50 units per week each   

 Minimum usage 25 units per week each 

 Maximum usage 75 units per week each 

 Recorder quantity A : 300 units per week  

    B : 500 units per week 

 Recorder Period  A : 4 to 6 week 

    B : 2 to 4 week 

Calculate the following levels for each type of material:  

(a) Reorder Level;   (b) Minimum Level  

(c) Maximum Level      (d) Average Stock Level  
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[I] Multiple Choice Questions       (10*1=10) 

1) Bin Card is a  
(a) Quantitative as well as value wise records of material received, issued and 
balance;  
(b) Quantitative record of material received, issued and balance  
(c) Value wise records of material received issued and balance  
(d) a record of labour attendance  
 

2) Stores Ledger is a:  
(a) Quantitative as well as value wise records of material received, issued and 
balance; 
(b) Quantitative record of material received, issued and balance  
(c) Value wise records of material received, issued and balance  
(d) a record of labour attendance  
 

3) Re-order level is calculated as: 
(a) Maximum consumption x Maximum re-order period 
(b) Minimum consumption x Minimum re-order period 
(c) 1/2 of (Minimum + Maximum consumption) 
(d) Maximum level - Minimum level 
 

4) Economic order quantity is that quantity at which cost of holding and carrying 
inventory is:  
(a) Maximum and equal   (b) Minimum and equal  
(c) It can be maximum or minimum depending upon case to case.  
(d) Minimum and unequal  
 

5) ABC analysis is an inventory control technique in which:  
(a) Inventory levels are maintained  
(b) Inventory is classified into A, B and C category with A being the highest quantity, 
lowest    value.  
(c) Inventory is classified into A, B and C Category with A being the lowest quantity, 
highest      value  
(d) Either b or c.  
 

6) Which one out of the following is not an inventory valuation method?  
(a) FIFO   (b) LIFO  (c) Weighted Average   (d) EOQ  

 

7) Calculate EOQ (approx.) from the following details: 
Annual Consumption: 24000 units, Ordering cost: Rs. 10 per order, Purchase price: 
Rs. 100 per unit, carrying cost: 5% 
(a) 310   (b) 400  (c) 290    (d) 300 
 

8) Which of the following is an abnormal cause of Idle time:  
(a) Time taken by workers to travel the distance between the main gate of factory and  
      place of their work  
(b) Time lost between the finish of one job and starting of next job  
(c) Time spent to meet their personal needs like taking lunch, tea etc.  
(d) Machine break downs  
 
 



9) The P/v ratio of a company is 50% and margin of safety is 40%. If present sales is Rs. 
30,00,000 then Break Even Point in Rs. will be: 
(a) Rs. 9,00,000 
(b) Rs. 18,00,000 
(c) Rs. 5,00,000 
(d) None of the above 
 

10) 4-Expenditure incurred on material, labour, machinery, production and inspection are 
summed up to find the 
(a) Total cost of product 
(b) Selling price of product 
(c) Factory cost of product 
(d) None of the above 

 

 [II] Long type Questions:        (10*3=30) 
 

1) A Ltd. Is the manufacturer of picture tubes for T.V. and Details of its operation during 
the  year 2009-10 are as follows :- 

 Ordering cost    Rs. 100 per order 
 Inventory carrying cost  20% per annum 
 Cost per tube    Rs. 520 
 Minimum usage   50 tubes per week 
 Maximum usage   200 tubes per week 
 Normal usage    100 tubes per week 
 Lead time to supply   6-8 weeks 
 You are Required to find out following information:- 

(i) Economic Order Quantity. 
(ii) If the supplier is ready to supply the required quarterly consumption of units at a  
(iii)discount of Rs. 5 per unit, is it worth accepting ? 
(iv) Reorder Level 
(v) Maximum Level of stock 
(vi) Minimum Level of stock 

 
2) What is the element of cost? Illustrate different components of cost. 

 
3) (a) Find the economic order quantity of an Inventory item from information given   

 below- 
 (1) Annual consumption 600 units   (2) ordering cost per order 12 
 (3) carrying cost 20%    (4) price per unit Rs. 20 
 Also find no. of order and time between two consecutive orders.  
 (b) Actual production 115 units, Standard Production 180, Actual Hour 15, Hourly 
 rate 10, Calculate wages under Emersion Plan.  
 

 

 


