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MODULE SBUS4100

ACCOUNTING FUNDAMENTALS
TIME:  2 HOURS
ALL QUESTIONS ARE COMPULSORY AND CARRY EQUAL MARKS.
Questions should be answered in the answer booklet provided.

Equipment or materials required:  Students can make use of a calculator. 
QUESTIONS:

1)
 Labour which is related to manufacturing of product is classified as


A
Direct manufacturing labour cost
B
Indirect manufacturing labour cost
C
Work in process cost
D
Finished cost.
2)
A “cost that can be directly attributable to a cost unit” is known as:

A
a fixed cost

B
a variable cost

C
a direct cost
D
an indirect cost

3
A cost that is composed of a mixture of fixed and variable costs is:

A
A semi-variable cost

B
A Fixed Cost

C
A Variable Cost

D
A Direct Cost

4)      A variable cost is:

A
a cost that does not vary directly with an increase or decrease in activity.

B
a cost that can be directly attributable to a cost centre.

C
a cost that can be directly attributable to a cost unit.

D
a cost that varies directly with an increase or decrease in activity.

5)      An indirect cost is: 

A
a cost that does not vary directly with an increase or decrease in activity.

B
a cost that varies directly with an increase or decrease in activity.

C
a cost that can be directly attributable to a cost unit.

D
a cost which cannot be economically identified with a specific cost unit

The following information relates to Questions 6 and 7:
Bowen plc provides a call centre service to a number of utility and financial services customers. It has four separate call centre buildings plus a head office. Many of the telephone staff are students and casual employees who are paid weekly, on an hourly basis. Their contracts state that Bowen plc has no duty to provide them with work. The telephone staff are managed by permanent supervisors and managers. Although there are no direct material costs as such the company incurs telephony charges which are directly related to the number of calls it handles. There is a central computerised exchange which routes the calls received.
6)
Which of the following costs would you classify as fixed costs?


1
Lease charges for the buildings


2
Telephone staff costs


3
Supervisor and management costs


4
Telephony charges


5
Computer exchange lease costs


A
1, 3 and 4


B
2 and 4


C
1, 3 and 5


D
All of them

7)
Which of the costs would you classify as variable costs?


A
1, 3 and 4


B
2 and 4


C
1, 3 and 5


D
All of them

8)     
            Cost £


      5,000

0

Activity level


(number of widgets produced)

Which of the following descriptions best suits the graph?

A
Total fixed costs

B
Total variable costs

C
Variable costs/unit

D
Fixed costs/unit

9)
The rent of warehouse for a business will normally be classified as:

A
a semi-variable cost.
B
a fixed cost
C
a variable cost.
D
a stepped fixed cost.

10)    Direct service labour is £7000, idle time wages are £2000 and overtime premium is £950 then total cost figure would be


A
£5,850.

B
£7,950
C
£9,950
D
£2,950
11)    Prime cost is £50000 and direct manufacturing labour is £10000 then direct material cost will be:

A
£40,0000
B
£60,000.

C
£50,000
D
£10,000
12)    An inventory which consists of partially worked goods or work in progress is called:

A
direct materials inventory
B
work in progress inventory.

C
finished goods inventory
D
indirect materials.

This information is relevant for Questions 13 to 18:
A business has stocks of material A of 900 units valued at £5.00 per unit at 1 September.  During the month of September the movements of material A were as follows:

10 September
Receipt
800 units @ £4.50 per unit

17 September
Issue
700 units

20 September
Issue
350 units

13)    What is the cost of issues using the FIFO method?

A
£4,850
B
£5,250
C
£5,175
D
£4,725
14)    What is the value of the closing stock using the FIFO method?

A
£3,250
B
£2,763
C
£2, 945
D
£2,925
15)    What is the value of issues using the LIFO method?

A
£5,250
B
£4,463
C
£4,850
D
£3,750
16)    What is the value of closing stock using the LIFO method?

A
£2,950
B
£2,763
C
£3,250
D
£2,925
17)    What is the cost of issues using the weighted average cost method (to the nearest whole £)?

A
£5,175
B
£4 052
C
£4,825
D
£5,040
18)   What is the value of closing stock using the weighted average cost method (to the nearest whole £)?

A
£3,145
B
£2,925
C
£3,250
D
£3,120
19)   An employee is paid £8.40 per hour for all hours worked up to a total of 38 each week. For any overtime hours he is paid time and a third.

In a week where he works for 45 hours what is his total gross pay and his overtime premium?

	
	Gross pay
	Overtime premium

	
	£
	£

	A
	397.60
	78.40

	B
	397.60
	19.60 

	C
	504.00
	19.60

	D
	504.00
	78.40


20)    Direct material cost is £75,000 and direct manufacturing labour is £20,000 then prime cost would be:
A  
£55,000
B  
£95,000 

C  
£75,000
D  
£20,000
21 Given below is a graph of a labour cost:


What type of labour cost is this?

A
A differential piece rate system.

B
A piece rate scheme with a minimum guaranteed amount.

C
A straight piece rate system.

D
A straight time rate system.

​​​​​​​​​​​​​​​​​​​​​​​____________________________________________________________________________________
The following data are to be used for Questions 22 
A business absorbs overheads on a direct labour hourly basis, which were budgeted at 2,500 labour hours with overheads of £56,500. Actual results were 2,350 hours with actual overheads of £54,050. Calculate the over or under recovery.
A  
£912 over absorption
B  
£912 under absorption
C  
£940 over absorption
D  
£940 under absorption
23)  A company had an under recovery of overheads of £200,000 with a budgeted overhead of £1,000,000. If its estimated overhead hours were 20,000 and its actual overhead hours were 22,000, calculate the actual overhead cost.
A  
£800,000
B  
£1,200,000
C  
£1,300,000
D  
£900,000
24)    Under-absorbed overheads occur when:

A  
absorbed overheads exceed actual overheads.

B  
actual overheads exceed absorbed overheads.

C  
budgeted overheads exceed absorbed overheads.
D  
absorbed overheads exceed budgeted overheads.
     The following data is to be used for questions   25 to 27:
Mafuta PLC has incurred the following overheads:

      Heating  


£30,000

      Rates


£15,000

      Insurance of equipment
£10,000


      Information relating to the 3 departments is as follows:

      



Department 1   Department 2    Department 3
      Floor space (square metres)       6,000              1,000                  3,000
      Book value of equipment           40,000         20,000                  10,000     

      Volume (cubic metres)                 6,000           7,000                  6,000

25)  Heating overheads apportioned to Department 2 are:

A  £7,500

B  £13,750

C  £11,053

D  £9,450
26)   Insurance of equipment apportioned to Department 1 are:


A  £7,143

B  £5,160

C  £6,100

D  £5,714
27)   Rates overheads apportioned to Department 3 are:


A  £2,368

B  £4,500

C  £8,684
 
D  £4 444
The following information is relevant to Questions 28 and 30:
Patel & Sons produces one main product. Its selling price is £60 per unit. Each unit requires £20 direct material and £10 direct labour. The total fixed costs is £48 000.
28)   The contribution per unit is:

A
£90.00
B
£30.00
C
£80.00
D
£70.00
29)    The contribution margin ratio is:

A
45%
B
50%
C
65%
D
38.5%
30     The break-even point in terms of units is:
A
1,400

B
1,000

C
1,600
D
1,500

31   Minimus sells one product. The cost card for that product is given below:

	
	£

	Direct materials
	 8

	Direct labour
	10

	Variable production overhead
	 6

	Fixed production overhead
	 4

	Variable selling cost
	 6


The selling price per unit is £40. Budgeted fixed overheads are based on budgeted production of 2,000 units. Opening inventory was 200 units and closing inventory was 150 units. Sales during the period were 500 units and actual fixed overheads incurred were £3,000.

The total contribution earned during the period was:

A
£4000
B
£6,000
C
£8,000
D
£5,000

 32  A company that uses marginal costing has a profit of £100,000 for a period. Opening inventory was 300 units and closing inventory was 500 units.

The fixed production overhead absorption rate is £12 per unit.

What is the profit under absorption costing?

A
£100 400

B
£102,400

C
£142 000

D
£107 900
33  A company produces and sells a single product whose variable cost is £18 per unit.

Fixed costs have been absorbed over the normal level of activity of 80,000 units and have been calculated as £3 per unit.

The current selling price is £32 per unit.

How much profit is made under marginal costing if the company sells 70,000 units?

A
£620,000

B
£740,000

C
£700,000

D
£790,000

This information is relevant for Questions 34 and 35:
Units produced

10,000

Direct materials

£6

Direct labour

£10

Fixed overhead

£10,000

Variable overhead

£6

Fixed selling and administration overhead

£2,000

Variable selling and administration

£2
34     Using the above data, determine the unit product cost under variable costing.
A
£22.79
B
£28
C
£22
D
£16
35     Using the above data, determine the unit product cost under absorption costing.
A
£22
B
£24
C
£26
D
£23
ANSWERS

1. A

2. C

3. A
4. C

5. D

6. C

7. B

8. D

9. B
10. C

11. A

12. B

13. C

14. D

15. C

16. C

17. D

18. D

19. A

20. B

21. B
22. D

23. C

24. B

25. C

26. D

27. B

28. B

29. B

30. C

31. C
32. B

33. B

34. C

35. D

Activity height





£
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