COSTING
Pre-Course Test

Question 1
1. The direct method of allocating costs:
a. Allocates service department costs to other service departments.
b. Allocates only direct costs.
c. Allocates service department costs to production departments only.
d. Both (b) & (c).
Question 2
2. In the cost allocation process, the cost objective is:
a. The allocation base used to allocate the costs.
b. A grouping of individual costs whose total is allocated using one allocation base.
c. The product, service or department that is to receive the allocation
d. None of these.
Question 3
3. Units produced = 2,000, units sold = 1,800, contribution margin ratio is 37%, fixed S & A expenses are $90,000. Fixed mfg. Expenses are $80,200 By how much is net income greater under full costing than variable costing?
a. $8,020
b. $80,200
c. $9,000
d. $17,020
Question 4
4. The errant process of treating fixed costs a variable, or a per-unit basis, is called?
a. A cost driver.
b. A cost object.
c. Unitizing fixed costs.
d. An arbitrary allocation.
Question 5
Which one Is not a revenue cost

a. Wages

b. Machine oil

c. Machine section part replacement

d. Heating 
Question 6

The flexed budgets for 2 levels of activity are as follows:




Level 1


Level 2

Production (units)

5000


10000

Budgeted Total Cost

$95050


$141,820

The budgeted total cost figures reflect that there is a step up in the total fixed cost of 15% which occurs when production reaches 7500 units. The variable production cost per unit remains constant in the range 5000-10000 units.
Calculate the total cost associated with a flexed budget for 8,000 units of production.

a.   $118,000

b.   $123,112

c.   $126,520

d.   $130,354

Question 7
The budgeted absorption rate for a factory cost centre has been set at $3.65 per machining hour. The following actual data relate to the same period as that covered by the budget:

1. Actual machining hours recorded on productive work were 36260. This level was 2% below that budgeted.

2. Actual expenditure was 4% below the budgeted amount.

Calculate the total over or under absorption (recovery) of overhead in the cost centre for the period.

a. $2701 under absorption

b. $2701 over absorption

c. $5402 under absorption

d. $5402 over absorption

Question 8
Which item is not essential on an invoice:

a. Date

b. Contact person

c. Invoice number

d. Payment terms

Question 9

Total costs are made up of

a. Direct costs + overheads

b. Overhead costs + indirect costs

c. Direct costs + Indirect costs

d. Total Fixed costs + Total Variable costs

Question 10
What’s the worst type of profit to have?

a. Abnormal profit

b. Normal profit

c. Sub-normal profit

d. Super-normal profit

ANSWERS

1 C
2 C
3 A
4 C
5 C
6 C
7 B
8 B
9 D
10 C

COSTING

Course Test Answers 

Question 1

1. The direct method of allocating costs:
a. Allocates service department costs to other service departments.
b. Allocates only direct costs.
c. Allocates service department costs to production departments only.
d. Both (b) & (c).
2. In the cost allocation process, the cost objective is:
a. The allocation base used to allocate the costs.
b. A grouping of individual costs whose total is allocated using one allocation base.
c. The product, service or department that is to receive the allocation
d. None of these.
Question 3
3. Units produced = 2,000, units sold = 1,800, contribution margin ratio is 37%, fixed S & A expenses are $90,000. Fixed mfg. Expenses are $80,200 By how much is net income greater under full costing than variable costing?
a. $8,020
b. $80,200
c. $9,000
d. $17,020
$80200/2000 = $40.10

Therefore amount absorbed into stock under absorption costing is 200 x $40.10 = $8020

Question 4
4. The errant process of treating fixed costs a variable, or a per-unit basis, is called?
a. A cost driver.
b. A cost object.
c. Unitizing fixed costs.
d. An arbitrary allocation.
Question 5

Which one Is not a revenue cost

a. Wages

b. Machine oil

c. Machine section part replacement

d. Heating 

Question 6

The flexed budgets for 2 levels of activity are as follows:





Level 1


Level 2

Production (units)

5000


10000

Budgeted Total Cost

$95050


$141,820

The budgeted total cost figures reflect that there is a step up in the total fixed cost of 15% which occurs when production reaches 7500 units. The variable production cost per unit remains constant in the range 5000-10000 units.

Calculate the total cost associated with a flexed budget for 8,000 units of production.

a.   $118,000

b.   $123,112

c.   $126,520

d.   $130,354

Let vc be variable cost and fc fixed costs

5000vc + fc = 95050 and

10000vc + 1.15fc = 141820

10000vc + 2fc = 190100


2x(5000vc +fc = 95050)

Subtracting

0.85fc = 48280

Fc = 56800

Therefore 

5000vc +56800=95050

Vc = 7.65

At 8000 units

Total costs = 7.65x8000 + 1.15x56800 = 126,520

Question 7

The budgeted absorption rate for a factory cost centre has been set at $3.65 per machining hour. The following actual data relate to the same period as that covered by the budget:

1. Actual machining hours recorded on productive work were 36260. This level was 2% below that budgeted.

2. Actual expenditure was 4% below the budgeted amount.

Calculate the total over or under absorption (recovery) of overhead in the cost centre for the period.

a. $2701 under absorption

b. $2701 over absorption

c. $5402 under absorption

d. $5402 over absorption

36260 = 0.98BH where BH = budgeted hours

Therefore BH = 37,000 hours

Budgeted Total cost = 37,000 hours x $3.65 = 135,050

Therefore under-absorption on hours = 740 x $3.65 = $2701 

But actual OH was 96% of $135050 = $129648.

Therefore over-absorption of $135,050 - $129640 = $5402

Therefore total absorption = $5402 - $2701 = $2701 over absorption  

Question 8

Which item is not essential on an invoice:

a. Date

b. Contact person

c. Invoice number

d. Payment terms

Question 9

Total costs are made up of

a. Direct costs + overheads

b. Overhead costs + indirect costs

c. Direct costs + Indirect costs

d. Total Fixed costs + Total Variable costs

Question 10

What’s the worst type of profit to have?

a. Abnormal profit

b. Normal profit

c. Sub-normal profit

d. Super-normal profit

