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This test consists of Ten (10) multiple-choice questions.  Choose the MOST APPROPRIATE answer from the alternatives given. Write the most appropriate answer (a), (b), (c), (d) or (E) in the space provided at the end of each question.  One (1) mark will be awarded for each correct answer and a quarter (¼) mark will be deducted for each incorrect answer.

1. Which is NOT a common cost accounting classification of costs?

A. By the nature of expenditure

B. By the function incurring the expenditure

C. By the method of payment for the expenditure

D. By behaviour

E. None of the above

(            )

2. Cost behaviour analysis focused on:

A. how costs react to changes over time.

B. how costs change as output changes.

C. how costs react to changes in profit.

D. how costs change as management policies change.

E. how costs react to changes in market conditions.

(            )

3. The relevant range is a relatively

A. wide range of sales where total variable costs remain the same.

B. wide range of production where total variable costs remain the same.

C. wide range of sales where total fixed costs are expected to remain the same.

D. wide range of production where total fixed costs are expected to remain the same.

E. wide range of production where total costs remain the same.

(            )

4. In order to be useful to managers, management accounting reports:

A. should be prepared for all decision requirements of all decisions makers.

B. should be prepared according to the respective Institute of Management Accounting standards.

C. should be prepared to meet the individual needs of all decision makers.

D. should be prepared only at the end of the fiscal reporting period.

E. Should be prepared to meet the individual needs of decision makers within the organisation.

(            )

5.
In the formula Total Cost = Fixed Cost + (Variable Rate X Output), Variable Rate refers to the: 

A. slope parameter

B. intercept parameter

C. dependent variable

D. independent variable

E. errors

(            )

6. The primary advantage of the high-low method of cost estimation over the least-squares regression method is its:

A. reliance on mathematical criterion.

B. use of identical fixed costs in all periods.

C. requirement for the use of judgment.

D. limited data requirement 

E. ability to help in identifying outlier observations.

(            )

7. 
The major objective of preparing a scatter-diagram is:

A. to determine the relevant range of costs. 

B. an attempt to derive an equation to predict future costs.

C. to find the high and low points to use for the high-low method of estimating costs.

D. to perform regression analysis on the costs data.

E. to allow management identify areas for better cost control.

(            )

8. SMU Private Limited has an average unit cost of $50 at 10,000 units and $30 at 30,000 units. What is variable cost per unit?

A. $10

B. $15

C. $20

D. $25

E. $30

(            )

9.
SMU Production Company has the following information regarding costs at various levels of monthly production:

Production volume (in units)



   7,000
  9,000

Direct materials




$  35,000
$  45,000


Direct labour





$  28,000
$  36,000


Indirect materials




$    7,000
$    9,000


Production supervisors’ salaries


$  10,000
$  10,000


Depreciation expense (factory plant and equipment)
$    8,000
$    8,000


Factory maintenance expenses


$  18,000
$  22,000


Other production expenses



$  13,500
$  16,500


Office Insurance expense



$    2,000
$    2,000

Sales expenses





$  27,000
$  29,000



Administrative expenses



$  30,000
$  30,000



TOTAL




$178,500
$207,500

Based on the above information, the prime costs/unit is:

A. $5

B. $9

C. $10

D. $13.5

E. $14.5

(            )

10. On the basis of the information given in Question 9, the total conversion costs at 9,000 units production volume is:

A. $81,000

B. $101,500

C. $110,500

D. $162,500

E. $171,500

(            )
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