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MODULE CODE: LCBB4001
ACCOUNTING FUNDAMENTALS 
TIME:  2 HOURS
ANSWER ALL QUESTIONS

INFORMATION TO CANDIDATES:

· All questions are compulsory and do not carry equal marks.
· The use of calculators is permitted.
· This exam is an open-book exam.
· This exam would be recorded, just like the lectures.
· You would need to join the exam by entering your first name & student number e.g. ‘Ernest _ 11258223’
KEY INSTRUCTIONS TO CANDIDATES (please read carefully):

· Every form of collaboration is highly prohibited as this is an individual assessment.
· Your camera must be on at all times and you must be ready to be called upon at any time.
· If there is any exam-related issue you would like to raise during the exam, use the ‘raise hand’ button on MS Teams and your tutor would speak to you privately on another channel. DO NOT USE THE CHAT SESSION DURING THE EXAM.
· No candidate should use more than one device to take the exam.
· Candidates should not take phone calls during the exam, and your connection to MS Teams should not be ‘on hold’ at any point in time.
· Once you have finished the exam, turn off your camera or you may log off MS Teams if you wish.
By continuing with this exam, you are bound by the above instructions and risk penalty should you ignore these instructions.



MULTIPLE CHOICE QUESTIONS

1.	A variable cost is constant:
A	True        X
B	False
				(2 Marks)

The following information relates to Questions 2 to 6.
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Which of the above graphs illustrates each cost described in the following questions?
2.	Which of the graphs in the attached image illustrates total variable cost?
A	Graph 2
B	Graph 1     
C	Graph 4      X
D	Graph 3
				(2 Marks)
3. Which of the graphs in the attached image illustrates step fixed costs?
A	Graph 2 
B	Graph 3      X
C	Graph 1
D	Graph 4
				(2 Marks)
4. Which of the graphs in the attached image illustrates total cost?
A	Graph 3
B	Graph 1       X
C	Graph 2
D	Graph 4
				(2 Marks)
5. Which of the graphs in the attached image illustrates total fixed costs?
A	Graph 1
B	Graph 2
C	Graph 4
D	Graph 3     X
				(2 Marks)
6. Fixed costs are conventionally deemed to be
A		a production expense that does not vary with output
B		equal to total cost divided by the units of output produced
C	the amount by which a firm's cost changes if the firm produces one more unit of output
D	None of the above     X
				(2 Marks)
7. An organisation operates with a margin of 40%, if the sales figure is £2,000, what is the cost of sales figure?
A	£700
B	£900
C	£1,200    X
	D	£1,300
				(3 Marks)
8. A vehicle was purchased 5 years ago, the original cost was £52,000, expected to last for 10 years with an eventual scrap value of £12,500. What would be the depreciation expense for this year?
A	£4,350
B	£3,950    X
C	£1,675
	D	£6,700
				(3 Marks)

9.	The following budget information related to a manufacturing company for June 2018:
	                                                    Units                                                           £
Production                                            14,000         Fixed production costs    	63,000
Sales	                                                    12,000         Fixed selling cost            12,000
The normal level of activity is 14,000 units per period
Using absorption costing the profit for June 2018 was calculated to be £36,000
What was the profit for June 2018 using Marginal costing?
A	£27,000     X
B	£25,000
C	£45,000
D	£47,000
				(3 Marks)

10.	Danielle sells chocolate cakes at £8 each and each one costs her £5 to make. During June 2020, Danielle made 300 cakes and sold 250 cakes. Her expenses amounted to £190 for the month. How much net profit did Cindy make in June 2020?
A	£750    X
B	£560
C	£960
D	£310
			(4 Marks)
11.	Which of the following statements regarding our trade receivables is TRUE?
A	Trade receivable represent money the business owes.
B	Trade receivables arises from cash sales
C	Trade receivables are treated as current liabilities.     X
D	Trade receivable represent money owed to our business
				(2 Marks)
12.	Which of the following payments is capital expenditure?
A	Installation of air condition in a motor van     
B	Cost of servicing the motor van
C	Maintenance of the motor van
D	All of the above      X
				(2 Marks)
13.		A production worker is paid a salary of £2,400 per month, plus an extra 18 pence for each unit produced during the month. This labour cost is best described as:
A       A variable cost      X
B       A fixed cost
C       A step cost
D       A semi-variable cost
				(2 Marks)







This information is relevant for Questions 14 to 19.
Andre ltd has the following data regarding its single product: 
	A budgeted selling price of 		£12.00 per unit
	A budgeted variable cost of 		£7.20 per unit
	Total fixed costs of 			£36,000
	Budgeted Units			13,500 units
14.   	What is the breakeven point (in units)?
A	7500      X
B	8,858
C	3,037.5
D	3,100
			(3 Marks)

15.  	What is the budgeted total contribution if all 13,500 units are sold?

A	£64,800
B	£87,750
C	£60,750       X
D	£58,550
			(3 Marks)

16.  	What is the margin of safety in units?	

A	4,642      X
B	10,463
C	6,000
D	8,731
			(3 Marks)

17.  	What is the margin of safety as a percentage?

A	65.8%
B	77.6%
C	78.2%     
D	44.4%     X
				(3 Marks)

18.  	How many units need to be sold to achieve a target profit of £45,000?

A	12,858
B	7,600
C	16,875      X
D	21,715
				(4 Marks)


19. Assuming fixed cost will increase by 10% if more than 15,000 units is produced / sold. What is the total profit if 17,000 units are sold?

A	£32,725       X
B	£28,500
C	£42,000
D	£23,970
				(4 Marks)


20.	Edward manufactures key chains for college bookstores, during 2019, the company had the following costs:
         Direct materials used                                                       £40,000
         Direct labour                                                                    £27,000
         Factory rent                                                                     £14,000
         Equipment depreciation-factory                                      £3,500
         	Equipment depreciation-office                                        £1,000
         Marketing expense                                                         £2,500
         Administration expense                                                  £40,000
         37,000 units were produced in 2019.
         
	What is the product cost per unit?
	A.	approximately £3.46
	B.	£3.20
	C.	approximately £3.34
	D.	£3.75      X
				(3 Marks)
This information is relevant for Questions 21 to 23.
Athena co. incurs the following costs at various activity levels: 
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21.  	What is the variable cost per unit?
A 	£15.25     X
B 	£12
C 	£0.042
D 	£19.29
				(3 Marks)

22.  	What is the total fixed cost?
A 	£12,500
B 	£8,700
C 	£3,050
D 	£10,200      X
				(3 Marks)

23.  	Estimate the total cost if the level of activity is at 11,500units?
A 	£182,950
B 	£185,575
C 	£148,200     X
D 	£232,035
			(3 Marks)
24.  	Which of these statements is FALSE?
A 	Marginal costing is not applicable to financial accounting    X
B 	Absorption costing may not be precise, leading to over/under absorption.
C 	Marginal costing focuses more or contribution than profit          X
D 	Absorption costing treats fixed costs as period costs.               X
												(2 Marks)

-------------------------------------------------------------------------------------------------------------------------------------------
     The following data is to be used for questions   25 to 27
      Beta Ltd has incurred the following overheads:

      Heating 			£16,000
      Rates			£25,000
      Insurance of equipment	£11,000	

      Information relating to the 3 departments is as follows:

      				   Department 1 Department 2 Department 3
      Floor space (square metres)       2,000           1,200                  1,500
      Book value of equipment           20,000         16,000                  9,000     
      

25.  	Heating overheads apportioned to Department 1 are:

    	A   £6,809      X
   	B   £7,111
    	C   £4,600
    	D   £5,333
												(3 Marks)






26.  	Insurance of equipment apportioned to Department 2 are:

	A   £3,911
	B   £3,133
	C   £2,809      X
	D   £3,000
												(3 Marks)

27.  	Rates overheads apportioned to Department 3 are:

	A   £8,280
	B   £5,789
	C   £5,000    X
	D   £7,979
												(3 Marks)
 
Penguin Ltd sells one product. The cost card for that product is given below:
	
	£

	Direct materials
	10

	Direct labour
	12

	Variable production overhead
	 8

	Fixed production overhead
	 6

	Variable selling cost
	 8



The selling price per unit is £52. Sales during the period were 500 units.

28.  	The total contribution earned during the period was:

A   £5,000
B   £7,000
C   £5,600              X
D   £7,600
												(4 Marks)

29.  	Based on the data below, what is the amount of the overhead under-/over-absorbed? 
Budgeted overheads 		£493,200 
Budgeted machine hours 	10,960 
Actual machine hours 	10,493
Actual overheads 		£514,157

A   £20,975 under-absorbed 
B   £21,015 over-absorbed     X
C   £21,015 under-absorbed
D   £41,972 under-absorbed
												(4 Marks)								


30.  	Which of the following are true of marginal costing?

i) The marginal cost of a product includes an allowance for fixed production costs.
ii) The marginal cost of a product represents the additional cost of producing an extra unit.
iii) The inventory increases over a year, the profits under absorption costing will be lower than with marginal costing.

A	i), only  
B	i), ii) and iii)  
C	ii) and iii) only
D	ii) only    X

(3 Marks)


The following list of balances has been extracted from the books of Penguin Ltd.
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Closing inventory is valued at £ 38,250.
Using the given data:
31.  	What is the value of the current assets to be shown on the Statement of Financial Position?
A   £100,208
B   £101,820   X
C   £96,940
D   £97,490
                                                                                                       (5 Marks)


32.  	What is the value of the cost of sales to be shown on the Statement of Profit or Loss?

A   £320,705 
B   £339,275
C   £316,025    X
D   £301,025
	(5 Marks)


33.  	What is the total value of the expenses to be shown on the Statement of Profit or Loss?

A   £38,136
B   £54,708
C   £51,973
D   £48,952	X																				              (5 Marks)
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 Total cost   £   Activity level   units   

 27,000   1,400   

 30,500   1,800   

 36,600   2,200   

 34,200   2,000   
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  £   

 Accounts payables  32,400   

 Accounts receiv able  60,730   

 Accruals  1,298   

 Administration charges  5,612   

 Cash at bank  450   

 Drawings  42,485   

 Electricity  6,485   

 Fixtures and fittings  10,450   

 Insurance  3,490   

 Motor vehicles  18,750   

 Opening capital  46,875   

 Opening inventory  38,862   

 P repayments  778   

 Professional fees  1,838   

 Purchases  300,413   

 Rates  4,873   

 Sales  408,725   

 Telephone  3,328   

 Wages  12,510   

 Warehouse rent  13,837   

 


