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University of Wales Trinity Saint David
Program:			BA Business Management
Module:			Management Accounting
Component:			2 – contributes 70% weight
Assessment mode:	Closed book examination
Date:				16th March 2023
Duration:			3 hours plus 10 minutes reading time Plus 20 minutes
				Submission Time


Instructions to candidates
1. Do not open this examination question paper until advised to do so by the invigilator.
2. There are 25 questions worth 50 marks and two long questions worth 50 marks
3. Answer ALL QUESTIONS on an answer sheet provided by the invigilator.
4. The use of non-programmable calculators is permitted.
5. This is a closed book examination and no other material or gadgets are allowed to be used during the examination.
6. Use black ink only on the answer sheet.
7. ALL phones must be switched off and put away in a designated area. 
8. This examination question paper remains property of University of Wales Trinity Saint David (UWTSD). Do not take it outside the examination room.
9. Those caught cheating/ attempting to cheat will be disqualified.
10. No-one is allowed to leave the examination room within the first hour of commencing the exam and in the last 15 minutes of the examination.

Material provided
· A short list of formulae
Reading time
· The purpose of reading time is to enable candidates to check that the question paper is complete. Reading time also allows students to prepare by ensuring they are clear on the requirements of the exam. Candidates CANNOT begin answering questions during the reading time.

SECTION A (25 QUESTIONS) - ANSWER ALL QUESTIONS.
Please highlight or circle the letter corresponding to the correct answer or the correct answer for example A Oxygen or A Oxygen
---------------------------------------------------------------------------------------------------------------------
Use the data below to answer questions 1, 2 and 3.
SaltyLake Resources processes and sells salt. The total annual fixed cost covering rent and salary is £1,000. SaltyLake Resources plans to sell its salt at £1 per kg of salt and variable costs will be £0.60. The budgeted production quantity for the coming month is 8,000kgs.

Question 1 
What is the Break-even Revenue?
A. £3,508
B. £5,500
C. £4,508
D. £2,500
---------------------------------------------------------------------------------------------------------------------
Question 2
What is the Margin of Safety Revenue?
A. £3,508
B. £5,500
C. £4,508
D. £2,500
---------------------------------------------------------------------------------------------------------------------
Question 3
Given that SaltyLake Resources plans will now hire a Sales Manager and pay her £12,000 per annum, how many kgs should Rome sell in order to make a profit of £6,000
A. 24,000
B. 47,500
C. 17,500
D. 72,000
---------------------------------------------------------------------------------------------------------------------
Use the following data to answer questions 4, 5 and 6.
Sweet Times produces special wedding cakes. The following standard costs apply:

Materials		4kg at £8 per kg			£32
Labour		3 hours at £15 per hour 		£45
Share of Fixed Overheads per cake 			£10
Total standard cost per cake 				£87

The production budget for the month of August 2022 was 400 cakes. The following information is available for August 2022:
Cakes produced						380
Materials used 1,720kg costing 			£12,825
Labour 950 hours costing 				£15,050
Fixed Overheads 						£4,100			

---------------------------------------------------------------------------------------------------------------------
Question 4
How much is Sweet Times’ Material Usage Variance?
A. £200 (A)
B. £200 (F)
C. £1,600 (F)
D. £1,600 (A)
---------------------------------------------------------------------------------------------------------------------
Question 5
How much is Sweet Times’ Labour Rate Variance?
A. 2,050 (F)
B. £800 (F)
C. £800 (A)
D. £2,050 (A)
---------------------------------------------------------------------------------------------------------------------
Question 6
How much is Sweet Times’ Fixed Overhead Volume Variance?
A. £300 (A)
B. £200 (A)
C. £100 (A)
D. £300 (F)
---------------------------------------------------------------------------------------------------------------------


Question 7
Which of the following IS NOT a type of a standard?
A. Target Standard
B. Attainable Standard
C. Basic Standard
D. Ideal Standard
---------------------------------------------------------------------------------------------------------------------
Question 8
Chu Foods specialises in Chinese food platters. The purchase budgets were given as follows: 


How much cash will be paid to Creditors in September if all purchases are credit purchases and suppliers are paid 60% in the month following month of purchase, 30% two months following month of purchase and 10% three months after month of purchase?
A. £50,000
B. £48,000
C. £60,000
D. £35,000
---------------------------------------------------------------------------------------------------------------------
Question 9
Which of the following IS NOT a functional budget?
A. Distribution Cost Budget
B. Selling Cost Budget
C. Cash Budget
D. Production Budget
---------------------------------------------------------------------------------------------------------------------
Question 10

[bookmark: _MON_1728593350]True Limited sells various types of Food Bags which it currently buys from Bags Global for £98 each. True Limited is considering manufacturing the Food Bags in-house. The following costs have been established for the in-house manufacturing proposal:
Given the information above and applying marginal costing, what should True Limited do?
A. Continue buying the Food Bags from Bags Global because it is cheaper (only £98) than making the bags in-house
B. Make the Food Bags in-house
C. None of the above
---------------------------------------------------------------------------------------------------------------------
Question 11
Lisa has been approached by Mary in her Beauty Spa offering to pay her £22 for manicure. Her normal charge is £35. Lisa’s costs include the following: 
· Material including extension nails, polish and glue £11, 
· Labour chargeable at £5 per hour
· Rent for the month £400 absorbed at £5 per client served
· Once off Disposable towels £4
Which of the following is not relevant for Lisa’s decision?
A. Material costs
B. Labour costs
C. Rent cost
D. Disposable towels
---------------------------------------------------------------------------------------------------------------------





Question 12
The graph below represents costs against activity level:
[image: ]
To which of the following costs does the graph most likely correspond?
A. Wages of factory staff producing tables being paid per hour of work
B. Electricity bill comprising of a monthly fixed charge and a variable charge per minute
C. Factory rent payable per month
D. Production Manager’s salary
---------------------------------------------------------------------------------------------------------------------
Question 13
When using Limiting Factor Analysis, which of the following statement is NOT true?
A. Products are ranked in order of contribution per unit of the scarce resource with the one having the highest contribution per unit of the scarce resource produced first
B. It is important to calculate contribution per unit before attempting to rank the products
C. An optimum level based on contribution per unit of the scarce resource must be produced and implemented
D. Fixed Costs are deducted from sales to determine contribution per unit
---------------------------------------------------------------------------------------------------------------------
Use the following information for questions 14 and 15
Melody Deli specializes in Indian Cuisine and is based in Smethwick. The following data has been recorded for four periods:
	
	Number of plates produced
	Total costs of production

	June
	   720
	£14,500

	July
	1,250
	£19,800

	August
	   950
	£17,600

	September
	1,120
	£18,300


---------------------------------------------------------------------------------------------------------------------
Question 14
What Melody Deli’s best estimate of total fixed costs per period?
A. £14,500
B. £9,700
C. £11,000
D. £7,300
---------------------------------------------------------------------------------------------------------------------
Question 15
Given that Melody Deli plans to sell 1,200 plates at £27 per plate in October, what is the best estimate of the profit to be earned:
A. £25,100
B. £10,700
C. £32,400
D. £13,100
---------------------------------------------------------------------------------------------------------------------
Question 16
Which of the following is NOT a relevant cost for decision-making?
A. Avoidable costs.  
B. Opportunity costs. 
C. Future committed costs. 
D. Variable costs 
---------------------------------------------------------------------------------------------------------------------
Question 17
Which of the following is NOT classified as a production cost in a business producing window frames?
A. Cost of welding rods
B. Marketing Manager’s salary
C. Factory workers’ wages
D. Factory rent
---------------------------------------------------------------------------------------------------------------------
Use the data below to answer questions 18 and 19.
Trident Office Solutions manufactures tables and chairs. Trident plans to produce and sell 4,000 chairs and estimates the following for the month of December 2022: 
	Selling Price per chair
	£167

	Direct Material Cost per chair
	£48

	Total Fixed Cost per year (£3 per chair absorption rate)
	£12,000

	Other Variable Costs per chair
	£15

	Direct Labour cost per chair
	£54



Question 18
How many chairs should be sold by Trident Office Solutions in order to break even?
A. 240 chairs
B. 40,080 chairs
C. 2,800 chairs
D. 200 chairs
---------------------------------------------------------------------------------------------------------------------
Question 19
How much revenue should be generated by Trident Office Solutions in order to earn a total profit of £128,000?
A. 240 chairs
B. 40,080 chairs
C. 2,800 chairs
D. 200 chairs
---------------------------------------------------------------------------------------------------------------------
Question 20 
Tetra Group has signed a transportation contract for its steel bars. It will cost £10,000 to transport bars from zero to 200,000 bars then the cost will be £20,000 for subsequent bars to 400,000 bars then the cost will be £30,000 for bars between 400,000 and 600,000. Which ONE of the following best describes this type of a cost?
A. Semi-variable cost 
B. Variable cost 
C. Stepped cost 
D. Fixed cost	
---------------------------------------------------------------------------------------------------------------------
Question 21
Which of the following is true? 
A. Total Costs = All Costs + Fixed Costs
B. Unit fixed costs remain the same regardless of level of production within a relevant range
C. Total Costs = Variable Costs + Fixed Costs
D. Total Fixed Costs increase with level of production	within a relevant range
---------------------------------------------------------------------------------------------------------------------
Question 22
Which of the following words DOES NOT describe the purpose of budgeting?
A. Control and coordination of departmental efforts
B. Planning and evaluation
C. Reporting performance to the government
D. Motivation
---------------------------------------------------------------------------------------------------------------------
Question 23
Which of the following words complete the statement below? 
___________ accounts are generally organization-wide accounts while ____________accounts can be prepared for specific areas of a business for internal stakeholders.
A. Internal, External
B. Financial, Management
C. Financial, External
D. Management, Financial 
---------------------------------------------------------------------------------------------------------------------
Question 24
Unit fixed costs are conventionally deemed to:
A. be outside the control of management 
B. decrease as output level increases within a relevant range 
C. be unaffected by inflation 
D. be fixed per unit of output
---------------------------------------------------------------------------------------------------------------------
Question 25
A limiting factor is: 
A. Overestimation of revenue budgets and underestimation of cost budgets, which operates as a safety factor against risk 
B. A factor which limits the activities of the organisation and is often the starting point in production planning
C. Budgeted revenue expected in a forthcoming period 
D. Main budget into which all subsidiary budgets are consolidated 




















SECTION B (2 QUESTIONS – 50 MARKS) – ANSWER BOTH QUESTIONS 

















Question 26
[bookmark: OLE_LINK1]TrueCake brews three flavours of wedding cakes. Below is TrueCake’s plan for the next month. Its capacity is shown below and you are told that planned output is equal to maximum demand.
	[bookmark: _Hlk129856251]Product
	Vanilla
	Red Velvet
	Caramel

	
	£ per cake
	£ per cake
	£ per cake

	Selling price
	45
	36
	62

	Raw Materials cost
	23
	18
	26

	Direct Labour cost
	20
	15
	35

	Other variable costs
	19
	14
	16

	Total Fixed Overheads
	4,000
	6,000
	3,000

	
	 
	 
	 

	Planned output/ Maximum demand
	800
	500
	650

	Flour used per cake (kg)
	4
	3
	7



It has now been established that next month’s flour is limited to 8,735 kgs of flour. 
Required:
Please present your answers in the table on the next page:
1. Calculate the contribution per rim for each variety.
2. Assuming TrueCake Ltd would like to maximise profits, rank the cakes in which the cakes must be produced?
3. Produce next month’s production plan for TrueCake Ltd.
4. Calculate next month’s total profit for TrueCake Ltd using a marginal costing income statement.


	Product
	Vanilla
	Red velvet
	Caramel


	

	Selling price
	45
	36
	62
	

	Raw materials cost
	23
	18
	26
	

	Direct labour
	20
	15
	35
	

	Other variable costs
	19
	14
	16
	

	Total fixed overheads
	4,000
	6,000
	3,000
	

	Contribution per cake
	 -17
	 -11
	 -15
	

	Planned output
	800
	500
	650
	

	Flour used per café kg
	4
	3
	7
	

	
	
	
	
	

	TrueCake is making a loss with all 3 types of cakes and should not produce any of them. 
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	



Question twenty-seven (27)
Question twenty seven (27)

Below is an extract from Tight Rope’s 2023 budget:

	 
	Sales
	Purchases
	Salaries and Wages
	Overheads
	Depreciation

	April 2023
	88,000
	56,000
	4,000
	9,000
	4,000

	May 2023
	90,000
	64,000
	4,300
	7,400
	4,000

	June 2023
	65,000
	42,000
	5,200
	7,400
	4,000

	July 2023
	95,000
	65,000
	5,200
	11,000
	4,000

	August 2023
	112,000
	65,000
	6,000
	9,800
	4,000




Assume that the opening bank balance on 1st of June 2023 will be £5,600. 
The following information has also been provided and needs to be accounted for:

i) It is estimated that 50% of sales are received one month after month of sale, 20% of sales are received two months following month of sale and the remaining  will be received three months following that of sale.
ii) 55% of purchases will be paid in the month of purchase, 20% of purchases are paid one month after the month of purchase and the other 25% will be paid two month following month of purchase.
iii) There will be an Annual Business Insurance payment of £37,000 in August 2023.
iv) Tax of £12,000 will be paid in July 2023.
iii)       Overheads and Salaries & Wages are paid monthly in cash.
v)	Tight Rope will pay £8,000 in May 2023 for a new bespoke Animal Clinic Van.


Required:

a) Using Table A below, determine the monthly cash collections from customers for all the monthly sales in the budget extract above. [5 marks]  
b) Using Table B below, determine the monthly cash payments to suppliers for all the monthly purchases in the budget extract above.   	     [5 marks]  
c) Using Table C below, prepare Tight Rope’ Cash Budget for January, February and March 2023.						   [12 marks] 
d) State THREE things Tight Rope’s management can do to avoid an overdraft and/ or to ensure there is continued good relationships with the bank should an overdraft occur.     						[3 marks]

Question 27 Solutions

a) Table A: Monthly Cash Collections from Customers

	 
	 
	 
	50%
	20%
	30%
	 

	 
	Sales
	m0
	M1
	m2
	m3
	total

	Apr-23
	88,000
	 
	 
	 
	 
	0

	May-23
	90,000
	 
	44000
	 
	 
	44,000

	Jun-23
	65,000
	 
	45000
	17600
	 
	62,600

	Jul-23
	95,000
	 
	32500
	18000
	26400
	76,900

	Aug-23
	112,000
	 
	47500
	13000
	27000
	87,500

	Sep-23
	 
	 
	56000
	19000
	19500
	94,500

	Oct-23
	 
	 
	 
	22400
	28500
	50,900

	Nov-23
	 
	 
	 
	 
	33600
	33,600

	total
	450,000
	 
	 
	 
	 
	450,000








b) Table B – Monthly Payments to Suppliers for Purchases
	 
	 
	55%
	20%
	25%
	 

	 
	Purchases
	m0
	m1
	m2
	total

	Apr-23
	56,000
	30800
	 
	 
	30800

	May-23
	64,000
	35200
	11200
	 
	46400

	Jun-23
	42,000
	23100
	12800
	14000
	49900

	Jul-23
	65,000
	35750
	8400
	16000
	60150

	Aug-23
	65,000
	35750
	13000
	10500
	59250

	Sep-23
	 
	 
	13000
	16250
	29250

	Oct-23
	 
	 
	 
	16250
	16250

	Total
	292,000
	 
	 
	 
	292,000










C) Table C – Tight Rope Cash Budget




	 
	June 2023 
	July 2023 
	August 2023 
	Total 

	 Opening Balance
	5600
	5700
	-5750
	5600

	 
	 
	 
	 
	 

	 Cash Inflows
	62600
	76900
	87500
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	Total Cash Inflows
	62600
	76900
	87500
	 

	 
	 
	 
	 
	 

	 Cash Outflows
	49900
	60150
	59250
	 

	Business insruance
	 
	 
	37000
	 

	overheads
	7400
	11000
	9800
	 

	salaries/ wages
	5200
	5200
	6000
	 

	tax
	 
	12000
	 
	 

	 
	 
	 
	 
	 

	Total Cash outflows
	62500
	88350
	112050
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 Closing Balance (opening balance+total cash inflows-total cash outflows
	5700
	-5750
	-30300
	-30300



e) ______1. Tight rope can try to negotiate with suppliers and extend the peroids that purcheses are paid in. 
2. Tight rope can negiotiate with custumers to pay in the month that the transaction took place .
3. Tight rope can pay the overdraft as soon as possible to maintain a good relationship with the bank. ________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
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……………………………..end of question paper…………………………………………...
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May £65,000

June £45,000

July £75,000

August £35,000

September £50,000

Total planned purchases £270,000


Microsoft_Excel_Worksheet.xlsx
Sheet1

		May		£65,000						60%		30%		10%		Total Cashflow

		June		£45,000				June		39000						39000

		July		£75,000				July		27000		19500				46500

		August		£35,000				August		45000		13500		6500		65000

		September		£50,000				September		21000		22500		4500		48000

		Total planned purchases		£270,000				October		30000		10500		7500		48000

								November				15000		3500		18500

								December						5000		5000

										162000		81000		27000		270000
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Direct Labour £49

Direct Material £38

Royalty Cost per bag £2

Other Variable Costs £3

Share of Fixed Overheads £10

Total estimated cost per bag £102


Microsoft_Excel_Worksheet1.xlsx
Sheet1

		Direct Labour		£49

		Direct Material		£38

		Royalty Cost per bag		£2

		Other Variable Costs		£3

		Share of Fixed Overheads		£10

		Total estimated cost per bag		£102








image14.png




image15.png




image16.png
Cost

Level of activity




image17.png




image18.png




image19.png




image20.png




image21.png




image22.png




image23.png




image24.png




image25.png




image26.png




image27.png




image28.png




image29.png




image30.png




image31.png




image32.png




image33.png




image34.png
Fixed Costs

Tmir





image35.png
Fixed Costs x Selling Price

Break — even revenue Contribution per Unit




image36.png
Contriburion per Unic

Coneribuion — sates racio = Sopo PPN BIL TN




image37.png
Total Contribution

Concribution — sales rario = foral CONTIIDUTION




image38.png
Mavgin of Sajety

Margin of Safecy (%) = GFinront (planned) Activity

x 100




image39.png
Fixed Costs + Targer Profic
Contribution per Unic

Activiey level =




image1.png




image40.png
i ity of Wal
Formal Examination: LCBB5002 Management Accounting \' gmxesr:’il:cyrgvid . ZCX)

BIRMINGHAM 1822 - 2022





image41.png
i

UK Quality Assured

%@w@

i




