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1) Which Of the following statements is / are true with regard to flexible budgeting ?

a) It is a system Of budgeting under which budgets are recast quickly for changes in the volume
b) It involves a careful differentiation between fixed and variable expenses.
c) A flexible budget is one which changes from year to year.
d) Both (a) and (b) above

2) The classification of fixed and variable cost has a special significance in the preparation of

a) Flexible budget
b) Cash budget
c) Capital budget
d) Zero-based the actual production budget 'level within a relevant

3) When a flexible budget is used, then increase in range would increase

a) Total cost
b) Variable cost
c) Fixed cost
d) Both (a) and (b) above

4) If the activity level is reduced from 80% to 70%, the fixed cost

a) will decrease by 10%
b) will increase by
c) per unit will decrease
d) per unit will increase

5) Which of the following are purposes of a budget?

(i) Establishing strategic options
(ii) Motivating management
(iii) Establishing long term objectives
(iv) Planning operations

a) (i) and (iii) only
b) (i) and (iv) only
c) (ii) and (iv) only
d) (ii), (iii) and (iv) only

6) Which of the information below should be contained in a budget manual?

a) An organisation chart
b) Timetable for budget preparation
c) A list of account codes
d) All (a), (b) and (c)

7) A budget that gives a summary of all the functional budgets is known as

a) Capital budget
b) Flexible budget
c) Master budget

d) Fixed budgets

8) A master budget comprises

a) The budgeted profit and loss account
b) Budgeted cash flow, budgeted profit and loss, budgeted balance sheet
c) Budgeted cash flow
d) Entire sets of budgets prepared

9) A master budget comprises the

a) budgeted income statement and budgeted cash flow only
b) budgeted income statement and budgeted balance sheet only
c) budgeted income statement and budgeted capital expenditure only
d) budgeted income statement, budgeted balance sheet and budgeted cash flow only

10) Which of the following is normally the most appropriate sequence of events in the
preparation of the indicated budgets ?

a) Sales budget, cash budget, budgeted balance sheet, production budget
b) Sales budget, cash budget, production budget, budgeted balance sheet
c) "Sales budget, production budget, cash budget, budgeted balance sheet
d) Sales budget, production budget, budgeted balance sheet, cash budget

11) When preparing a production budget, the quantity to be produced equals:

1) Sales quantity + opening stock + closing stock
2) Sales quantity — opening stock + closing stock
3) Sales quantity — opening stock — closing stock
4) Sales quantity + opening stock — closing stock

12) Which one of the following items would NOT be included in a cash budget?

a) Capital repayments on loans
b) Depreciation charges
c) Dividend payments
d) Proceeds of sale of fixed assets

13) Which of the following items would be included in cash budget?
i) Loan Repayment
ii) Depreciation Charge
iii) Tax Provision
iv) Wages paid

a) (i) & (ii)
b) (i) & (iv)
c) (i) & (iii)
d) (iii) & (iv)

14) What distinguishes absorption costing from marginal costing?

a) product costs include both prime cost and production overhead
b) product costs include both production and non-production costs
c) Stock valuation includes a share of all production costs
d) Stock valuation includes a share of all costs

15) The Marginal Cost Statement

a) shows the gross profit

b) is sent to the shareholders
c) shows classification of costs as direct and indirect
d) can be used to predict future profits at different levels of activity

16) CVP analysis requires costs to be categorized as

a) fixed or variable
b) direct or indirect
c) product or period
d) standard or actual

17) Contribution equals :

a) Sales minus cost of sales
b) Sales minus cost of production
c) Sales minus variable costs
d) Sales minus fixed costs

18) Contribution is equal to

a) Fixed cost + profit
b) Sales - variab!e cost
c) Fixed cost - loss
d) All the above

19) Which of the following costs is not deducted from sales revenue in computation of
contribution?

a) Direct materials

b) Direct labour
c) Fixed factory overheads
d) Variable selling overheads

20)The selling price per unit less the variable cost per unit is the :

a) Fixed cost per unit
b) Gross profit per unit
c) Operating profit per unit
d) Contribution per-unit

21) If contribution margin increases by 2 per unit, then operating profits will
a) Also increase by 2 per unit
b) Increase by less than 2 per unit
c) Decrease by 2 per unit
d) Cannot say

22) P/V ratio is equal to

a) Profit/volume
b) Contribution/sales
c) Profit. X Contribution
d) Profit / sales

23) Profit - volume ratio is improved by reducing

a) Variable cost
b) Fixed cost
c) Both of them
d) None of them

24) At the break-even point, which equation will be true.

a) Variable cost - fixed cost = contribution
b) Sales = variable cost + fixed cost
c) Sales - fixed cost = contribution
d) Sales – contribution = variable cost

25) The break even points in units is equal to

a) Fixed cost/PV ratio
b) Fixed cost x (sales/total contribution)
c) Fixed cost/contribution per unit
d) fixed cost/total contribution

26) When fixed cost increases, the break -even point

a) Increases
b) Decreases
c) No effect
d) Can’t say

27) When variable cost decreases, then break- even point

a) Increases
b) Decreases
c) No effect
d) Can’t say

28) When selling price decreases. then break- even point
a) Increases

b) Decreases
c) No effect
d) Can’t say

29) When sales increases then break- even point

a) Increases
b) Decreases
c) Remains constant
d) None of these

30) Which of the following can improve break-even point?

a) Increase in variable cost
b) Increase in fixed cost
c) Increase in sale price
d) Increase in sales volume
e) Increase in production volume

31) Which of the following describes the margin of safety?

a) actual contribution margin achieved compared With that required to break-even
b) Actual sales compared with sales required to break-even
c) Actual versus budgeted net profit margin
d) Actual versus budgeted sales

32) Margin of safety is expressed as

a) Profit / PV ratio
b) (Actual sales - sales at BEP) / Actual sales
c) Actual sales - Sales at BEP

d) All of the above

33) Under which of the following cases the margin of safety decreases?

a) Reduction in fixed cost
b) Increase in variable cost
c) Increase in the level of production or selling price or both
d) Change in the sales mix in order to increase the contribution
e) Substitute the existing unprofitable product with the profitable ones

34) In the break-even chart, the margin of safety point lies

a) To the left of break- even point
b) To the right of break- even point
c) On break -even point
d) Can't say

35) Fixed cost is equal to

a) Break-even sales x Margin of safety
b) Sales x Margin of safety
c) Sales x Profit-volume ratio
d) Profit-volume ratio x Break even sales

36) Which of the following factors is to be multiplied with contribution margin ratio to calculate
Profit.

a) Unit contribution margin
b) Margin of safety
c) Variable costs per unit

d) Unit sales price
e) Change in sales volume

37) In cost-volume-profit analysis, profit is equal to

a) Sales Revenue x PV ratio - Fixed Cost
b) Sales units x contribution per unit - fixed costs
c) Total contribution - Fixed cost
d) All the above

38) The sales volume in value required to earn the target profit, the formula is

a) Target profit / Contribution per unit
b) (Fixed cost + Target profit) x PN ratio
c) (Fixed cost + Target profit) / Contribution on per unit
d) (Fixed cost + Target profit) / PV ratio

39) The Contribution to sales ratio of a Company is 20% and profits is Rs. 64,500. If the total
sales of company are Rs. 7,80,00, the fixed cost is ---------

a) Rs. 1,56, 000
b) Rs. 1,21, 500
c) Rs. 1,05, 600
d) Rs. 91,500
e) Rs. 90,000

(40) A company manufactures a single product with a variable cost per unit of Rs. 22. The
contribution to sales ratio is 45%. Monthly fixed costs are Rs. 1,98,000. What is the break-even
point in unit?
a) 4,950
b) 9,000

c) 11,000
d) 20,000
41) 5,400 units of company’s single product were sold for a total revenue of Rs. 1,40,400. Fixed
cost in the period were Rs. 39,420 and net profit was Rs. 11,880. What was the contribution per
unit?
a) Rs. 7.30
b) Rs. 9.50
c) Rs 16.50
d) Rs.18.70

42) A company has a profit volume ratio of 20%. To maintain the same contribution, by what
percentage (%) the sale must increase to offset 10% reduction in selling price.
a) 100
b) 20
c) 100
d) 50
e) 80

43) Contribution is equal to

a) Fixed cost + profit
b) Sales - variable cost
c) Fixed cost - loss
d) All the above

44) The break even points in units is equal to

a) Fixed cost/PV ratio
b) Fixed cost x (sales/total contribution)
c) Fixed cost/contribution per unit

d) Fixed cost/total contribution
45) A standard which is established for use unaltered for an indefinite period is called

a) Current standard
b) Ideal standard
c) Basic Standard
d) Expected Standards

46) Expenditure Variances arise due to the differences between

a) Standard overhead applied on actual hours and overhead applied to production.
b) Actual overhead and fixed budget overhead
c) Actual overhead and flexible budget based on actual hours
d) Purchase of capital equipment and budgeted capital equipment
47) Which of the following factors is to be multiplied with contribution margin ratio to

calculate profit?
a) Unit contribution margin
b) Margin of safety
c) Variable costs per unit
d) Unit sales price

48) What distinguishes absorption costing from marginal costing?

a) product costs include both prime cost and production overhead
b) product costs include both production and non-production costs
c) Stock valuation includes a share of all production costs
d) Stock valuation includes a share of all costs
49) When preparing a production budget, the quantity to be produced equals:

(a) Sales quantity + opening stock + closing stock
(b) Sales quantity - opening stock + closing stock
(c) Sales quantity - opening stock - closing stock
(d) Sales quantity + opening stock - closing stock
50) If the activity level is reduced from 80% to 70%, the fixed cost

(a) will decrease by 10%

(b) will increase by 10%
(c) per unit will decrease
(d) per unit will increase

51) CVP analysis requires costs to be categorized as

a) fixed or variable
b) direct or indirect
c) product or period
d) standard or actual
52) If sales are ₹ 14,00,000, Variable Cost is ₹ 12,60,000, Fixed cost is ₹ 1,60,000 then the

BEP Sales will be …
a) ₹ 20,00,000
b) ₹ 16,00,000
c) ₹ 15,00,000
d) ₹ 12,60,000
53) If standard price is ₹ 8.80 and actual price is ₹ 8.70. Standard quantity is 3,000 and actual

quantity is 3,600 then Material Cost Variance will be …
a) ₹ 4,920 (A)
b) ₹ 660 (F)
c) ₹ 5,280 (A)
d) ₹ 3,920 (F)
54) If product X requires 20 hours per unit, Standard rate per hour is ₹ 2 units produced-

4,000, hours taken (including 200 hours for power failure) at ₹ 2.10 per hour then the
Labour efficiency variance will be ….
a) 4,800 (A)
b) 8,400 (F)
c) 8,900 (A)
d) 4,700 (F)

55) While evaluating deviations of actual cost from standard cost, the technique used is

a) Regression analysis
b) Variance analysis
c) Linear progression
d) Trend analysis
56) A budget that gives a summary of all the functional budgets is known as

a) Capital budget
b) Flexible budget
c) Master budget
d) Fixed budgets
57) Which of the following is normally the most appropriate sequence of events in the

preparation of the indicated budgets?

a) Sales budget, cash budget, budgeted balance sheet, production budget
b) Sales budget, cash budget, production budget, budgeted balance sheet
c) Sales budget, production budget, cash budget, budgeted balance sheet
d) Sales budget, production budget, budgeted balance sheet, cash budget

58) When variable cost decreases, then break- even point

a) Increases
b) Decreases
c) No effect
d) Can’t say

59) A Standard Cost is

a) The total amount that appears on the budget for product costs.
b) A pre-determined cost which is calculated from management standards of efficient
operation.
c) The total number of units x the cost expected

d) Any amount that appears on the budget.
60) The standard hourly rate was Rs. 1.40. The actual rate was Rs. 1.30. The labour rate

variance was Rs. 600, favourable. The actual labour hours (AH) were:
a) 6,000
b) 6,400
c) 1,000
d) 1,500
61) What is the primary benefit of standard costing system?

a) It records costs at what should have been incurred.
b) It allows for a comparison of differences between actual and standard costs.
c) It is easy to implement
d) It is inexpensive and easy to use

62) Which of the following describes the margin of safety?

a) Actual contribution margin achieved compared with that required to break-even
b) Actual Sales compared with sales required to break-even
c) Actual versus budgeted net profit margin
d) Actual versus budgeted sales
63) Fixed costs are fixed in …….

a) total
b) per unit
c) both of these
d) none of these
64) 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

65) 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

66) Which manages cost Responsibility Centre can be categorised into:
(a)

Cost Centres only

(b)

Profit Centres only

(c)

Investment Centres only

(d)

Cost Centres, Profit Centres and Investment Centres

67) Cost Unit is defined as:
(a)

Unit of quantity of product, service or time in relation to which costs may be
ascertained or expressed

(b)

A location, person or an item of equipment or a group of these for which costs are
ascertained and used for cost control.

(c)

Centres having the responsibility of generating and maximising profits

(d)

Centres concerned with earning an adequate return on investment

68) 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

69) Uncontrollable costs are the costs which be influenced by the action of a specified

member of an undertaking.
(a)

can not

(b)

can

(c)

may or may not

(d)

must

70) . Element/s of Cost of a product are:
(a)

Material only

(b)

Labour only

(c)

Expenses only

(d)

Material, Labour and expenses

71) . 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

72) Conversion cost includes cost of converting……….into……..
(a)

Raw material, WIP

(b)

Raw material, Finished goods

(c)

WIP, Finished goods

(d)

Finished goods, Saleable goods

73) Sunk costs are:
(a)

relevant for decision making

(b)

Not relevant for decision making

(c)

cost to be incurred in future

(d)

future costs

74) In ‘make or buy’ decision, it is profitable to buy from outside only when the supplier’s

price is below the firm’s own ______________.
(a)

Fixed Cost

(b)

Variable Cost

(c)

Total Cost

(d)

Prime Cost

75) A budget which is prepared in a manner so as to give the budgeted cost for any level of

activity is known as:
(a)

Master budget

(b)

Zero base budget

(c) Functional budget
(d) Flexible budget
76) ________ is also known as working capital ratio.
(a)

Current ratio

(b)

Quick ratio

(c) Liquid ratio
(d) Debt-equity ratio
77) ___________ is a summary of all functional budgets in a capsule form.
(a)

Functional Budget

(b)

Master Budget

(c)

Long Period Budget

(d)

Flexible Budget

78) ____________ is a detailed budget of cash receipts and cash expenditure incorporating

both revenue and capital items.
(a)

Cash Budget

(b)

Capital Expenditure Budget

(c)

Sales Budget

(d)

Overhead Budget

79) Classification of cost as fixed and variable is of special importance in

a. Process costing
b. Unit costing
c. Operating costing
d. None of the above
80) The standard which can be attained under the most favourable conditions possible

(a) Ideal Standard
(b) Expected Standard
(c) Current Standard
(d) Normal Standard

81) A standard which is established for use unaltered for an indefinite period is called

a) Current standard
b) Ideal standard
c) Basic Standard
d) Expected Standards

82) Which of the following is not a type of standard, conceptually speaking ?

A) Ideal standards
B) Negative standards

C) Expected standards
D) Current standards

83) Which of the following statements about ideal standards is false ?

A) It is called theoretical or maximum efficiency standard

B) These are standard costs that are set for production under optimal condition

C) It makes no allowance for wastage, spoilage and machine breakdowns

D) It can be used for cash budgeting or product costing

84) The cost of product as determined under standard cost system is

A) Fixed cost
B) Historical cost
C) Direct cost
D) Predetermined cost

85) The amount of work achievable in an hour, at standard efficiency levels, is

A) an ideal standard
B) the direct labour usage per hour
C) a standard hour
D) the direct labour efficiency variance

86) While computing variances from standard costs, the difference between the actual and the

standard prices multiplied by the actual quantity yields a
A) Yield variance

B) Volume variance
C) Mix variance
D) Price variance

87) While evaluating deviations of actual cost from standard cost, the technique used is

A) Regression analysis
B) Variance analysis
C) Linear progression
D) Trend analysis

88) Which of the following statements is / are true ?

I) standard cost per unit of materials is used to calculate a materials price variance
II) Standard cost per unit of materials used to calculate a materials usage variance
III) Standard cost per unit of materials cannot be determined until the end of the period
A) Only (I) above
B) Only (II) above
C) Only (III) above
D) Both (I) & (II) above

89) The Labour cost variance may be expressed as

A) Budgeted Labour cost – Actual Labour Cost
B) Standard Wage Rate X Output achieved) – Actual Wage Cost
C) (Standard hours -- Actual hours) x Standard Wage Rate
D) (Standard Hours –Actual Hours) X Standard Wage Rate

90) Which of the following statements is / are true?

(i) Standard direct labour hours per unit of output is used to calculate a labour rate
variance

(ii) Standard direct labour hours per unit of output is used to calculate a labour efficiency
(iii) standard direct labour hours per unit of output cannot be determined until the end of
the period

A) Only (i) above
B) Only (ii) above
C) Only (iiii) above
D) Both (i) and (ii) above

91) Which of the following are purposes of Budget?

i) Establishing strategic options
ii) Motivating Management
iii) Planning Operations
iv) (i) & (iv) only

92) When the variance is due to the difference between actual overhead and applied overhead

it is called ……
a) Volume Variance
b) Total Overhead Variance
c) Spending Variance
d) Efficiency Variance

93) The Volume variance arises due to the differences between..

a) Standard overhead applied on actual hours and overhead applied to production.
b) Actual Overhead and fixed budget overhead
c) Actual overhead and flexible budget based on actual hours
d) Purchase of capital equipment and budgeted capital equipment

94) Expenditure Variances arise due to the differences between

a) Standard overhead applied on actual hours and overhead applied to production.

b) Actual overhead and fixed budget overhead
c) Actual overhead and flexible budget based on actual hours
d) Purchase of capital equipment and budgeted capital equipment

95) Efficiency variance arises due to the differences between

a) Standard overhead applied on actual hours and overhead applied to production.
b) Actual overhead and fixed budget overhead
c) Actual overhead and flexible budget based on actual hours
d) Budgeted fixed cost and applied fixed cost

96) The difference between budgeted fixed overhead cost and applied fixed overhead costs is

known as….
a) Fixed overhead cost variance
b) Fixed overhead expenditure variance
c) Fixed overhead volume variance
d) Fixed overhead efficiency variance

97) What distinguishes absorption costing from marginal costing?

a) Product cost include both prime cost and production overheads
b) Production cost include both production and non-production costs
c) Stock valuation includes a share of all production costs.
d) Stock valuation includes a share of all costs.
98) The Marginal Cost Statement

a) Shows the gross profit
b) Is sent to the shareholders
c) Shows classification of costs as direct and indirect.
d) Can be used to predict future profits at different level of activity.
99) CVP analysis requires costs to be categorized as

a) Fixed or Variable b) Direct or Indirect
c) Product or period d) Standard or actual
100)

Contribution equals:

a) Sales minus cost of sales b) Sales minus cost of
production
c) Sales minus variable costs d) Sales minus fixed costs
101)

Contribution is equal to

a) Fixed cost + Profit b) Sales – Variable cost
c) Fixed Cost – Loss d) All of the above
102)

Which of the following costs is not deducted from sales revenue in computation

of contribution?
a) Direct Material b) Direct Labour
c) Fixed Factory Overheads d) Variable Selling Overheads
103)

The selling price per unit less the variable cost per unit is the

a) Fixed cost per unit b) Gross Profit per unit
c) Operating Profit per unit d) Contribtion per unit
104)

If contribution margin increases by Rs. 2 per unit, then operating profits will

a) Also increases by Rs. 2 per unit
c) Decrease by Rs. 2 per unit
105)

b) Increase by less Rs. 2 per unit
d) Cannot say

P/V Ratio is equal to

a) Profit / Volume

b) Contribution/Sales

c) Profit / Contribution

d) Profit / Sales

106)

Profit – Volume Ratio is improved by reducing

a) Variable Cost

b) Fixed Cost

c) Both of them

d) None of them

107)

At the break-even point which equation will be true.

a) Variable Cost – Fixed Cost = Contribution
b) Sales = Variable Cost + Fixed Cost
c) Sales – Fixed Cost = Contribution
d) Sales – Contribution = Variable Cost
108)

The Break-even point in units is equal to

a) Fixed Cost / PV ratio
b) Fixed Cost x Sales / total contribution
c) Fixed Cost / Contribution per unit

d) Fixed Cost / Total contribution
109)

When fixed cost increases the break-even point

a) Increases

b) Decreases

c) No effect

d) Can’t say

110)

When variable cost decreases then break-even oint

a) Increases

b) Decreases

c) No Effect

d) Can’t Say

111)

When selling price decreases, then break even point

a) Increases

b) Decreases

c) No Effect

d) Can’t Say

112)

When sales increases then break-even point

a) Increases

b) Decreases

c) Remains constant

d) None of these

113)

Which of the following can improve break-even point?

a) Increase in Variable cost

b) Increase in Fixed Cost

c) Increase in Sales Price

d) Increase in Sales

Volume
114)

Which of the following describes the margin of safety?

a) Actual contribution margin achieved compared with that required to break-even
b) Actual Sales compared with sales required to break-even
c) Actual versus buidgeted net profit margin
d) Actual versus budgeted sales
115)

Margin of safety is expressed as

a) Profit / P/V Ratio
b) (Actual Sales – sales at BEP) / Actual sales
c) Actual Sales – Sales – at BEP
d) All of the above
116)

Under which of the following cases the margin of safety decreases?

a) Reduction in fixed assets
b) Increase in Variable cost
c) Increase in the level of production or selling price or both.

d) Change in the sales mix in order to increase the contribution
e) Substitute the existing unprofitable product with the profitable once.
117)

In the break-even chart the margin of safety point lies

a) To the left of break-even point
b) To the right of break-even point
c) On Break-even point
d) Can’t say
118)

Fixed Cost is equal to

a) Break-even sales x Margin of Safety
b) Sales x Profit – volume ratio
c) Sales x Profit – volume ratio
d) Profit – Volume ratio x Break-even sales
119)

Which of the following factors is to be multiplied with contribution margin ratio

to
calculate profit?
a) Unit Contribution Margin b) Margin of Safety
c) Variable cost per unit d) Unit sales
price
120)

In cost-volume analysis profit is equal to

a) Sales revenue x P/V Ratio – Fixed Cost
b) Sales unit x Contribution per unit – fixed cost
c) Total Contribution – Fixed Cost
d) All the above
121)

The sales volume in the value required to earn the target profit the formula is

a) Target Profit / Contribution per unit
b) (Fixed Profit + Target profit) x P/V ratio
c) (Fixed cost + Target profit) / Contribution on per unit
d) (Fixed cost + Target Profit) / PV Ratio
122)

There is a reduction in a selling price. This will, other factors remaining same

a) Increase contribution margin

b) Reduce fixed Costs

c) Increase Variable costs

d) Reduce Operating Income

123)

There is an increase in advertising expenses these will other factors remaining the

same
a) Reduce Operating Income

b) Reduce contribution

c) Decrease Selling Price
124)

d) Increase Variable costs

Cost-Volume Profit analysis is used Primarily by Management

a) As a planning tool

b) For control purposes

c) To prepare external financial statements d) For correct financial results
125)

The contribution to sales ratio of a company is 20% and profit is Rs. 64,500. If the

total sales of the company are Rs. 7,80,000the fixed costs is
a) Rs. 1,56,000

b) Rs. 1,21,500

c) Rs. 1,05,600

d) Rs. 91,500

126)

. The total cost of manufacturing 4,000 units of a product is Rs. 4,50,000 which

includes fixed costs of Rs. 2,50,000 If the company desires to produce 5,000 units then
the total costs will be
a) Rs. 5,27,778
b) Rs. 5,20,000
c) Rs. 5,00,000
d) Rs. 4,95,000
e) Rs. 4,83,500
127)

The total costs of manufacturing 3,600 units of Product X is Rs. 81,000 which

includes variable costs per unit of Rs. 15.00. If the company desires to produce 3,850
units then the total costs would be
a) Rs. 86,625
b) Rs. 84,750
c) Rs. 57,750
d) Rs. 52,250
e) Rs. 50,700
128)

P Limited incurs fixed costs of Rs. 1,00,000 per annum. The company

manufactures a single products and sells it for Rs. 50 per unit. If the contribution to sales
ratio is 40% the break-even sales in units are
a) 5,000

b) 6,000
c) 6,500
d) 7,000
e) 7,500.00
129)

A company manufactures a single product with a variable cost per unit of Rs. 22.

The contribution to sales ratio is 45%. Monthly fixed costs are Rs. 1,98,000. What is the
breakeven point in units is
a) 4,950
b) 9,000
c) 11,000
d) 20,000
130)

A Ltd. manufactures and sells products B. The sales price per unit of the product

is Rs. 35. The company will incur a loss of Rs. 5.00 per unit if it sells 4,000 units but if
the volume is raised to 12,000 units the company will make a profit of Rs. 4.50 per unit.
The break-even point in units is
a) 5,700
b) 6,612
c) 5,250
d) 6,162
131)

The profit-volume ratio and margin of safety ratio are 30% and 40% respectively.

If the total sales is Rs. 3,00,000, the profit of the firm is
a) Rs. 54,000
b) Rs. 48,000
c) Rs. 36,000
d) Rs. 80,000
e) Rs. 25,000
132)

A company manufactures a single product which it sells for Rs. 15 per unit. The

product has a contribution to sales ratio of 40%. The company weekly break-even point
is sales of Rs. 18,000. What would be the profit in a week when 1,500 units are sold.
a) Rs. 900
b) Rs. 1,800

c) Rs. 2,700
d) Rs. 4,500
133)

An organization manufactures a single product. The total cost of making 4,000

units is Rs. 20,000 and the total cost of making 20,000 units is Rs. 40,000. Within this
range of activity the total fixed costs remain unchanged. What is the variable cost per unit
of the product?
a) Rs. 0.80
b) Rs. 1.20
c) Rs. 1.25
d) Rs. 2.00
134)

5,400 units of a company’s single product were sold for a total revenue of Rs.

1,40,400. Fixed costs in the period were Rs. 39,420 and net profit was Rs. 11,880. What
was the contribution per unit?
a) Rs. 7.30
b) Rs. 9.50
c) Rs. 16.50
d) Rs. 18.70
135)

Sales are Rs. 3,20,000 fixed costs are Rs. 80,000 and variable costs are Rs.

1,20,000. What is the safety margin?
a) Rs. 18,900
b) Rs. 20,000
c) Rs. 1,92,000
d) Rs. 1,28,000
e) Rs. 1,31,000
136)

An organization manufactures a single product which has a variable cost of Rs. 36

per unit. The organization total weekly fixed costs are Rs. 81,000 and it has a
contribution to sales ratio of 40%. This week it plans to manufacture and sell 5,000 units
What is the organization’s margin of safety in units/
a) 1,625
b) 2,750
c) 3,375

d) 3,500
137)

An organization break-even point is 4,000 units at a sales price of Rs. 50 per unit,

variable cost of Rs. 30 per unit and total fixed costs of Rs. 80,000. If the company sells
500 additional units by how much will its profit increase?
a) Rs. 25,000
b) Rs. 15,000
c) Rs. 12,000
d) Rs. 37,000
e) Rs. 10,000
138)

Banta Ltd. manufactures product KDM for last ten years. The company maintains

the margin of safety of 36% with an overall contribution to sales ratio of 35%. If fixed
costs is Rs. 8.4 lakh, the profit of the company is
a) Rs. 11.400 lakh b) Rs. 24.000 lakh
c) Rs. 4.725 lakh d) Rs. 37.500 lakh
e) Rs. 8.644 lakh
139)

A company wishes to make a profit of Rs. 1,50,000. It has fixed costs of Rs.

75,000 with a C/S ratio of 0.75 and a selling price of Rs. 10 per unit. How many units
would the company need to sell in order to achieve a required level of profit?
a) 10,000 units
b) 15,000 units
c) 22,500 units
d) 30,000 units
140)

A company has a profit volume ratio of 20%. To maintain the same contribution

by what percentage (%) must sales be increased to offset 10% reduction in selling price?
a) 10
b) 20
c) 100
d) 50
e) 80
141)

The following data is obtained from the records of the Plum Ltd.

Particulars

First Year (Rs.)

Second Year (Rs.)

Sales 1,28,000

1,44,000

Profit 16,000

22,400

The break-even sales of the company in Rupees is
a) Rs. 1,36,000

b) Rs. 1,30,000

c) Rs. 1,00,000

d) Rs. 88,000

e) Rs. 90,000

142)

The objectives of standard costing is to
a) Determine profitability of product

b) Determine break-even production level
c) Control Assets
d) Allocate costs with more accuracy
143)

A Standard cost system may be used in

a) Job order costing but not process costing
b) Process costing but not job-order costing
c) Either job order costing or process costing
d) Neither job order costing nor process costing
144)

An estimate of what cost should be known as
a) Actual Cost
b) Ideal Cost
c) Standard cost
d) Forecast Cost

145)

A Standard Cost is
a) The total amount that appears on the budget for product costs.
b) A pre-determined cost which is calculated from management standards of efficient
operation.

c) The total number of units x the cost expected
d) Any amount that appears on the budget.
146)

Which of the following best describes a basic standard?

a) A standard set at an idea level which makes no allowance for normal losses, waste
and machine downtime.
b) A standard which assumes efficient level of operations but which includes allowance
for factors such as normal loss, waste and machine downtime.
c) A standard which is kept unchanged over a long period of time
d) A standard which is based on current price level.
147)

A standard which assumes efficient level of operations but which includes

allowances for factors such as waste and machine downtime is known as an

148)

149)

a) Ideal Standard

b) Normal Standard

c) Attainable Standard

d) Neither a nor b nor c

What standard is based on the assumption of most favourable conditions possible?
a) Ideal Standard

b) Normal Standard

c) Expected Standard

d) Attainable Standard

Standard cost card contains quantities and cost for
a) Direct Material only
b) Direct Labour only

c) Direct Material & Direct Labour only
d) Direct Material, Direct Labour & Overheads
150)

Which one of the following does not accuratey describes one of the way in which
standards are developed.

a) Standard Material quantities may be determined by engineering studies
b) Supplier price lists may be used to determine standard prices of material.
c) Times and motion studies are sometimes used to determine labour efficiency
standards.
d) Employee time cards are often used to determine standard labour wage rates.
151)

What termed can be defined asa means of assessing the difference between a

predetermined amount and the actual amount
a) Variance Analysis
b) Differential Costing
c) Incremental Costing
d) Marginal Costing

152)

A total cost variance is best defined as the difference between

a) Total standard cost for the last year and total standard cost in the current year
b) Total standard cost for the last year and total standard actual cost in the current year.
c) The standard cost value of output budgeted in the period and the total actual cost
incurred.
d) The Standard cost value of output achieved in a period and the total actual costs
incurred.
153)

If standard cost is lower than the actual cost, the difference is known as

a) Favourable
b) Adverse
c) Positive
d) Negative
154)

A favourable variance occurs when

a) Actual costs are less than marginal costs.
b) Standard costs are less than actual costs
c) Actual costs re less than the selling price
d) Actual costs are less than standard costs
155)

The standard quantity allowed is computed by multiplying the

a) Actual inputs in units by the standard output allowed.
b) Actual output in units by the standard input allowed.
c) Actual output in units by the standard input allowed.
d) Standard output in units by the standard input allowed.
156)

The difference between the actual price and the standard price multiplied by the

actual quantity of materials purchased is the
a) Material cost variance
b) Material Usage variance
c) Materials Price variance
d) Materials Efficency Variance
157)

The difference between the actual quantity and the standard quantity multiplied

by the standard price is the
a) Materials efficiency variance

b) Materials Volume Variance
c) Materials price variance
d) Materials usage variance
158)

Which of the following is correct which regard to using the standard quantity to

compute material variances?
Standard Quantity is used a) Materials Price Variance: Yes; Material Usage variance: No
b) Materials Price Variance: Yes; Material Usage Variance: Yes
c) Materials Price Variance: No; Materials Usage Variance: No
d) Materials Price Variance: No; Materials Usage Variance: Yes
159)

The term contribution refers to…

a. The difference between selling price and fixed cost
b. The difference between selling price and variable cost
c. Profit
d. None of these
160)

Marginal costing technique helps the management in deciding…

a. Pricing
b. To accept fresh orders at low price
c. To make or buy
d. All of the above
161)

The accountant’s concept of marginal cost differs from the Economist’s

concept of marginal cost in the matter of exclusion of…
a. Variable cost
b. Semi‐variable cost
c. Fixed cost
d. None of these
162)

Direct material cost + direct labor cost + other variable costs is equal to…

a. Contribution
b. Total cost
c. Marginal cost
d. Sales

163)

The other name of marginal costing is…

a. Direct costing
b. Variable costing
c. Incremental costing
d. All of the above
164)

The term gross margin refers to…

a. Total profit
b. Contribution
c. Profit before tax
d. Profit before interest and tax
165)

Sales Rs. 100000, variable cost Rs. 60000 and net profit ratio is 10% on

sales, find out fixed cost.
a. 40000
b. 60000
c. 50000
d. The data inadequate
166)

Sales Rs. 100000, variable cost Rs. 50000 and net profit ratio is 10% on

sales, find out fixed cost.
a. 50000
b. 40000
c. 20000
d. The data inadequate
167)

Profit volume ratio establishes the relationship between…

a. Contribution and profit
b. Fixed cost and contribution
c. Profit and sales
d. Contribution and sales value
168)

Contribution/sales is equal to…

a. P/V ratio
b. Net profit ratio
c. BEP

d. EPS
169)

The P/V ratio can be increased by…

a. Reducing the variable cost
b. Increasing the selling price
c. Both
d. None
170)

The factor which limits the volume of output of different products of an

understanding at a particular point of time is known as…
a. Key factor
b. BEP
c. Contribution
d. None

_____________________________

