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MGT402- Cost & Management Accounting


 
    
Question No: 1    ( M a r k s: 1 )    
 If, Gross profit = Rs. 40,000
GP Margin = 25% of sales
What will be the value of cost of goods sold?
       ► Rs. 160,000
       ►             Rs. 120,000
       ► Rs. 40,000
       ► Can not be determined
   
Question No: 2    ( M a r k s: 1 )    http://vuzs.net
 Financial statements are prepared:
       ► Only for publicly owned business organizations
       ► For corporations, but not for sole proprietorships or partnerships
       ►             Primarily for the benefit of persons outside of the business organization
       ► Depending upon only the need of the decision maker
   
Question No: 3    ( M a r k s: 1 )    http://vuzs.net
 The chief financial officer is also known as the:
       ► Controller
       ► Staff accountant
       ► Auditor
       ►             Finance director
   
Question No: 4    ( M a r k s: 1 )    http://vuzs.net
 The salary of factory clerk is treated as:
       ►             Direct labor cost
       ► Indirect labor cost
       ► Conversion cost
       ► Prime cost
   
Question No: 5    ( M a r k s: 1 )    http://vuzs.net
 According to IASB framework, Financial statements exhibit its users the:
       ► Financial position
       ► Financial performance
       ► Cash inflow and outflow analysis
       ►             All of the given options
   
Question No: 6    ( M a r k s: 1 )    http://vuzs.net
 Total production cost is combination of which of the following costs?
       ►             Prime cost and Factory Overhead
       ► Conversion cost and Direct Material
       ► Direct material, Direct Labor and Factory Overhead
       ► All of the given options
   
Question No: 7    ( M a r k s: 1 )    http://vuzs.net
 While calculating the EOQ, number of orders is calculated by:
       ► Dividing required unit by ordered quantity
       ►             Multiplying the required units with ordered quantity
       ► Multiplying the ordered quantity with cost per order
       ► Multiplying the required units with cost per order
   
Question No: 8    ( M a r k s: 1 )    http://vuzs.net
 While calculating the EOQ, carrying cost is taken as the:
       ►             %age of unit cost
       ► %age of ordering cost
       ► %age of annual required units
       ► Total unit cost
   
Question No: 9    ( M a r k s: 1 )    http://vuzs.net
 The flux method of labor turnover denotes:
       ► Workers employed under the expansion schemes of the company
       ►             The total change in the composition of labor force
       ► Workers appointed against the vacancy caused due to discharge or quitting of the organization
       ► Workers appointed in replacement of existing employees
   
Question No: 10    ( M a r k s: 1 )    http://vuzs.net
 All of the following are unavoidable causes of labor turnover EXCEPT:
       ► Retirement and death leading to labor turnover
       ► Domestic responsibilities—to look after old parents
       ► Accident or illness rendering workers permanently incapable to work
       ►             Unfair methods of promotion and lack of promotions avenues
 

Question No: 11    ( M a r k s: 1 )    http://vuzs.net
 In a job-order cost system, indirect labor costs would be recorded as a debit to:
       ► Finished Goods
       ► Manufacturing Overhead
       ► Raw Materials
       ►             Work in Process
   
Question No: 12    ( M a r k s: 1 )    http://vuzs.net
 What would be the effect on the cost of a department in case of normal Loss?
       ► Decreased
       ►             Increased
       ► No effect
       ► Increase to the %age of loss
   
Question No: 13    ( M a r k s: 1 )    http://vuzs.net
 A company applied overheads on machine hours which were budgeted at 11,250 with overhead of Rs.258, 750.Actual results were 10,980 hours with overheads of Rs.254, 692. Overhead were?
 
       ► Over applied by Rs.4, 058
       ►             Under applied by Rs.2, 152
       ► Under applied by Rs.4, 058
       ► Over applied by Rs.2, 152
   
Question No: 14    ( M a r k s: 1 )    http://vuzs.net
 The FIFO inventory costing method (when using a perpetual inventory system) assumes that the cost of the earliest units purchased is allocated in which of the following ways?
       ► First to be allocated to the ending inventory
       ► Last to be allocated to the cost of goods sold
       ► Last to be allocated to the ending inventory
       ►             First to be allocated to the cost of good sold
   
Question No: 15    ( M a r k s: 1 )    http://vuzs.net
 Which of the following is NOT an assumption of the basic economic-order quantity model?
       ► Annual demand is known
       ► Ordering cost is known
       ► Carrying cost is known
       ►             Quantity discounts are available
   
Question No: 16    ( M a r k s: 1 )    http://vuzs.net
 If an item of overhead expenditure is charged specifically to a single department this would be an example of:
       ► Apportionment
       ►             Allocation
       ► Re-apportionment
       ► Absorption
   
 

Question No: 17    ( M a r k s: 1 )    http://vuzs.net
 Cost apportionment is:
 
       ► The charging of discrete identifiable items of cost to cost centers or cost unit
       ► The collection of costs attributable to cost center and cost unit using the costing method, principles and techniques prescribed for a particular business entity
       ► The process of establishing the costs of cost centers or cost units
       ► The division of costs among two or more cost centers in proportion to the estimated benefit received.www.vchowk.com
   
Question No: 18    ( M a r k s: 1 )    http://vuzs.net
 Complete the following table when activity level increases above the normal level:  
	 
	Per unit
	Total

	Fixed cost
	Increase
	Constant

	Variable cost
	       ?
	       ?

	Total cost
	Increase
	Decrease


 
       ► Decrease, Decrease
       ► Increase, Increase
       ►             Constant, Increase
       ► Increase, Decrease
   
Question No: 19    ( M a r k s: 1 )    http://vuzs.net
 Which of the given cost becomes the part of cost unit?
       ► Direct material cost
       ► Factory overhead
       ► Direct labor cost
       ►             All of the given options
   
Question No: 20    ( M a r k s: 1 )    http://vuzs.net
 ___________ imposed on a firm includes cost when it foregoes an alternative action but doesn't make a physical payment.
 
       ► Firm cost
       ► Product cost
       ►             Implicit cost
       ► Explicit cost
   
Question No: 21    ( M a r k s: 1 )    http://vuzs.net
 In cost accounting, Avoidable loss is charged to which of the following?
 
 
 
 
       ► Factory over head control account
       ►                         Work in process control account
       ► Marketing overhead control account
       ► Administration overhead control account
   
 

Question No: 22    ( M a r k s: 1 )    http://vuzs.net
 Who issues Purchase Requisition form?
       ►             Work station incharge
       ► Store incharge
       ► Supplier 
       ► Manager
   
Question No: 23    ( M a r k s: 1 )    http://vuzs.net
 Which of the following functions are fulfilled by Goods Received Note?
i.      Provides information to update the inventory records on receipt of goods
ii.    Provides information to check the quantity on the supplier’s invoice
iii.   Provides information to  check the price on the supplier’s invoice
       ► (i) only
       ►             (i) and (ii) only
       ► (i) and (iii) only
       ► (ii) and (iii) only
   
Question No: 24    ( M a r k s: 1 )    http://vuzs.net
 Which of the following groups of workers would be classified as indirect labor?
 
 
       ► Machinists in an organization manufacturing clothes
       ► Bricklayers in a house building company
       ►             Maintenance workers in a shoe factory
       ► None of the given options
   
Question No: 25    ( M a r k s: 1 )    http://vuzs.net
 Overtime premium which is paid to direct labor is charged to which of the following in head in case of normal circumstances?
 
 
 
 
       ► Work in process account
       ►             Entire production
       ► Factory over head Cost account
       ► Selling control account
   
 

Question No: 26    ( M a r k s: 1 )    http://vuzs.net
 Gross pay ÷ ____________ =Effective wage rate
       ► Actual hours worked
       ►             Time allowed
       ► Time saved
       ► None of the given options 
   
Question No: 27    ( M a r k s: 1 )    http://vuzs.net
 Calculate Estimated direct labor hours with the help of given data
 
	Estimated FOH
	Rs. 75,000 

	Over applied FOH
	Rs. 5,000

	Under applied FOH
	Rs. 15,000

	Overhead absorption rate
	Rs. 5.00/hour


 
       ► 5,000 hours
       ► 1, 000 hours
       ► 3,000 hours
       ►             15,000 hours
   
Question No: 28    ( M a r k s: 1 )    http://vuzs.net
 In which part of cost of production report, units lost in process during the period whether normal or abnormal loss is shown?
 
 
 
 
       ► Cost Charged to Department
       ► Cost Accounted for as Follow
       ► Quantity Schedule
       ► Equivalent units produced
   
Question No: 29    ( M a r k s: 1 )    http://vuzs.net
 What will the effect on unit cost if there is Normal Loss during production?
 
 
 
 
       ► Per unit cost remains constant
       ► Per unit cost increases
       ► Per unit cost decreases
       ►             Nothing can be determined with the given statement
   
 

Question No: 30    ( M a r k s: 1 )    http://vuzs.net
 Which of the given cost is NOT required to prepare Cost of Production Report?
 
 
 
       ► Period cost
       ►             Material cost
       ► Labour cost
       ► Factory overhead cost
   
Question No: 31    ( M a r k s: 1 )    http://vuzs.net
 Details of the process for the last period are as follows:
 
	Put into process
	5,000 kg

	Materials                       
	Rs. 2,500

	Labor                             
	Rs.700

	Production overheads  
	200% of labor


 
Normal losses are 10% of input in the process. The out put for the period was 4,200 Kg from the process. There was no opening and closing Work- in- process. What were the units of abnormal loss?
 
 
       ► 500 units
       ►             300 units
       ► 200 units
       ► 100 units
   
Question No: 32    ( M a r k s: 1 )    http://vuzs.net
 D Corporation uses process costing to calculate the cost of manufacturing Crunchies. During the month 12,500 units were completed and transferred out. 1,500 units remained in work in process at 25 percent completed.
 
Required: Identify how many equivalent units were produced?
 
       ► 12,500 units
       ►             12,875 units
       ► 14,250 units
       ► 12,125 units
  
 

Question No: 33    ( M a r k s: 1 )    http://vuzs.net
 Raymond Corporation estimates factory overhead of Rs. 345,000 for next fiscal year. It is estimated that 60,000 units will be produced at a material cost of Rs. 575,000 and conversion required Rs. 60,500.
Required: FOH rate on the bases of Budgeted Production would be?
       ►             Rs. 5.75 per unit
       ► Rs. 6.65 per unit
       ► Rs. 6.00 per unit
       ► Rs.1.00 per unit
   
Question No: 34    ( M a r k s: 1 )    http://vuzs.net
 Overhead absorption rate (OAR) can be calculated as:
 
 
       ► Direct labor cost /Direct Labor hours
       ►             Estimated FOH/ Direct Labor hours

       ► Prime cost/ Estimated FOH
       ► Prime cost/ Direct labor cost
   
Question No: 35    ( M a r k s: 3 )
 Transferred out 22,000 units and units lost at beginning of production 500. Units in process at end of period 2,500 units which were complete as to materials, 1/2 complete as to labor and factory overhead
 
Required: Compute Equivalent Production of Material, Labour and FOH
 
 
 
 
 
 
   
Question No: 36    ( M a r k s: 5 )
 What is Group Bonus System and describe common characteristics of Group Bonus Schemes.
 
Group Bonus System
 
It is impossible for worker of assembly line or manufacturing concern to increase his output without the assistance and cooperation of the entire group or workers in such situations companies have successfully introduced group incentive schemes.
 
Common Characters of group
 
a)    If a certain time is set for the completion of the job
b)    If the time taken is greater than the time allowed the workers in the group receive time wages.
c)    If the time taken is less than the time allowed the group received a bonus on time saved.
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Question No: 37    ( M a r k s: 5 )
 For the following products, indicate whether job order or Process cost procedure would be required.
 
 
Generally, job order is the allocation of all time, material and expenses to the individual project or job. In other words. The costing system that separately accumulates costs incurred to produce each job in a situation where each job is distinguishable from ther throughout the production process.
 
The job may be a single unit or a multi unit batch, a contract or a project, program or a service. Job costing is employed by organisations possessing following characteristics:
 
1.            Production is generally in response of customers' orders.
2.         Every order has its own manufacturing specifications. Therefore, every job           is different from the
            other and requires different amounts materials, labor and overhead.
3.         Each job is clearly distinguishable from the other at all stages production process which makes
            job-wise accumulation of possible.
4.         Job-wise accumulation of cost is desirable and/or necessary for and profit            determination and
5.         Each job is generally of high value.
 
In the light of above we conclude as follows, the complex situation its necessary and we can prepare the job order costing, however if similar production of items involved in the business, then its not necessary to do.
 
Hence the result is as follows :
 
 
	Gasoline
	yes
	Dacron Yarn
	Yes

	Sewing machine
	Yes
	Cigarettes
	Yes

	Chocolate syrup
	Yes
	Space capsule
	Yes

	Text books
	Yes
	Men’s suits
	Yes

	Consultancy firms
	Yes
	Hospitality Industry
	yes


 


