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SECTION – I 

Attempt any two. 

 

1. Joy Limited provides you the following information. Prepare profit statements for the 

months of February and March using (1) Marginal costing and (2) Absorption costing. 20 

Data per unit : ` 

Selling price 240 

Direct material cost 80 

Direct labour cost 24 

Variable production overheads 16 

Monthly costs :  

Fixed production overheads 3,96,000 

Fixed selling expenses 48,000 

Fixed administrative expenses 1,12,000 

 Variable selling costs are 10% of sales revenue and normal production capacity is 

22,000 units per month :  

Months Sales (Units) Production (Units) 

February 20,000 24,000 

March 24,000 20,000 
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2. (a) The following data is given for Apple Company Limited : 10 

Particulars Product A Product B 

Direct materials ` 24 ` 14 

Direct labour @ ` 3 per hour ` 6 ` 9 

Variable overhead @ ` 4 per hour ` 8 ` 12 

Selling price ` 100 ` 110 

Standard time 2 hrs 3 hrs 

  State which product you would recommend to manufacture when : 

  (1) Labour time is the key factor 

  (2) Sales value is the key factor    

 (b) State the meaning and usefulness of linear programming and also state the 

assumptions for its use.   10 

 

3. A multi-product company provides the following costs and output data for the last year : 20 

     Products 

 X Y Z  

Sales Mix 40% 35% 25%  

 ` ` `  

Selling Price 20 25 30  

Variable cost per unit 10 15 18  

Total Fixed Cost    ` 1,50,000 

Total Sales    ` 5,00,000 

 The company proposes to replace Product ‘Z’ by Product ‘S’. If the said change is 

done, the producer is expecting following estimated cost and output : 

 X Y S  

Sales Mix 50% 30% 20%  

 ` ` `  

Selling Price 20 25 28  

Variable cost per unit 10 15 14  

Total Fixed Cost    ` 1,50,000 

Total Sales    ` 5,00,000 

 Analyse the proposed change and suggest what decision the company should take.  
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4. (a) Explain difference between ‘Traditional Approach’ and ‘Just-in-time’ approach. 10 

 (b) Explain in detail the concept of ‘Product Life Cycle Costing’. 10 

 

SECTION – II 

 

5. Select the correct answer from the given alternatives : (any ten)  10 

 (1) An export order is generally accepted at 

  (a) Below marginal cost 

  (b) Below fixed cost 

  (c) Below total cost but above marginal cost 

  (d) Above total cost 

 (2) According to marginal costing, selling prices in the short-term are normally fixed 

on the basis of 

  (a) Total cost plus profit (b) Variable cost plus contribution 

  (c) Total cost plus contribution (d) Below marginal cost 

 (3) On sales of ` 2,00,000, fixed cost is ` 30,000 and P/V ratio is 40%. What will be 

the profit ? 

  (a) ` 12,000 (b) ` 1,20,000 

  (c) ` 80,000 (d) ` 50,000 

 (4) An increase in fixed cost results in 

  (a) Increase in margin of safety 

  (b) Increase in profit-volume ratio 

  (c) Increase in Break-even point 

  (d) Increase in contribution 

 (5) On break-even chart X-axis represents  

  (a) Sales in Rs. (b) Sales in Units 

  (c) Output in Units (d) Any of these 
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 (6) ______ approach ensures zero inventory. 

  (a) Just-in-time (b) Life cycle costing 

  (c) Target costing (d) ABC analysis 

 (7) Under ______ cost is set by changing product design. 

  (a) Just-in-time (b) Life cycle costing 

  (c) Target costing (d) Incremental costing 

 (8) Linear Programming is the technique of ______ for solving business problems. 

  (a) Operation Research (b) PERT and CPM 

  (c) Marginal Costing (d) Cost Accounting 

 (9) Differential cost deals with ______. 

  (a) Sunk cost (b) Relevant cost 

  (c) Historical cost (d) None of these 

 (10) Which of the following is not a characteristic of relevant cost ? 

  (a) It is future cost. (b) It is cash outflow. 

  (c) It is historical cost. (d) None of these 

 (11) ______ is important factor in Linear Programming. 

  (a) Cost (b) Linear Variable 

  (c) Contribution (d) All of these 

 (12) The basic difference between Absorption and Marginal Cost is accounting effect 

of ______  

  (a) Factory fixed cost (b) Administration fixed cost 

  (c) Selling fixed cost (d) None of these 

 

_____________ 


