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Financial Management and Accounting

SUMMER RE-SIT JULY 2021 EXAM




Please submit your answers to the EXAM Turnitin link at 12noon TODAY.

You must include all your workings.

MULTIPLE CHOICE QUESTIONS
1	A cost unit is: B
A	a measure of work output in a standard hour.
B	a unit of product or service in relation to which costs are ascertained.
C	the cost per hour of operating a machine.
D	the cost per unit of electricity consumed


2	Prime cost is: D
A	the material cost of a product
	B	the cost of operating a department.
C	all costs incurred in manufacturing a product..
D	the total of direct costs.

 

The following information relates to Questions 3 to 6.








Which one of the above graphs illustrates each cost described in the following questions?
3	A variable cost: A
A	Graph 1
B	Graph 3
C	Graph 4
D	Graph 2

4	 Fixed cost per unit: C
A	Graph 1
B	Graph 3
C	Graph 4
	D	Graph 2

5	Stepped fixed cost: D
A	Graph 1
B	Graph 3
C	Graph 4
D	Graph 2

6	Fixed cost: D
A	Graph 2
B	Graph 4
C	Graph 1
D	Graph 3


7	A fixed cost is: A
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 that only applies to a manufacturing organisation


8	The cost of running a photocopier for a business will normally be classified as: D
A	a semi-variable cost.
B	a variable cost.
C	a fixed cost.
D	a stepped fixed cost.


9	The perpetual inventory system is: D
A	where stocks are always available to meet production
	B	where the different stock records are continually compared to ensure agreement.
C	where the stock balance is shown after each movement
D	where the stock levels are checked on a continuous basis.


10     Using the First in First out (FIFO) system for pricing stock issues means that, when prices are rising: A
A	product costs are overstated and profits understated.
B	product costs are understated and profits overstated.
C	product costs are understated and profits understated.
D	product costs are kept in line with price changes.


11  Given below is a graph of a labour cost:
Activity 
£







What type of labour cost is this? A
A	A piece rate scheme with a minimum guaranteed amount
B	A straight time rate system
C	 A differential piece rate system
D	A straight piece rate system 


12 The process of cost apportionment is carried out so that: D
A  whole items of cost can be charged to cost centres.
B costs may be controlled. 
C  common costs are shared out among cost centres.
          D  cost units gather overheads as they pass through cost centres





13 Over-absorbed overheads occur when: A
A  	absorbed overheads exceed actual overheads.
B  	absorbed overheads exceed budgeted overheads.
C  	actual overheads exceed absorbed overheads.
D  	budgeted overheads exceed absorbed overheads.




14   Which of the following are true of marginal costing? A
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) If the inventory increases over a year, the profits under absorption costing will be lower than with marginal costing.
iv) Includes part of the fixed cost
        A    	i) and iv) only
        B	ii) only
        C	ii) and iii) only
        D	i), ii) and iii)


15 Explain the difference between straight line depreciation and reducing balance depreciation.

The most important distinction between the decreasing stability and straight-line methods of depreciation is that even as the reducing stability technique prices depreciation as a percent of an asset’s e book fee, the instantly-line technique expenses the identical amount each 12 months.






16 What is the margin of safety?
The margin of safety is the quantity of income over a organization’s wreck-even point. In other words, the margin of safety is the amount of sales an employer can lose earlier than it simply begins to lose cash or stops making a profit.
Managerial accountants analyse production processes and market demand to estimate how much of a product they will be able to sell in a period. Based on these calculations, the produces products.
The breakeven point for a manufacturing procedure is whilst the sales income from the goods produced equals the real value of manufacturing the products. This is where the enterprise breaks even and doesn’t actually make a earnings.



17 State two advantages and two disadvantages of break-even.
The advantages of break-even are;
 Measure income and losses at special ranges of production and income.
Predict the effect of modifications in sales fees.
Analyse the relationship among fixed and variable fees.
Predict the effect of fee and performance adjustments on profitability.
The disadvantages of break-even are;
Assumes that income expenses are constant in any respect levels of output.
Assumes production and income are the identical.
Break even charts can be time ingesting to put together.
It can simply follow to a single product or single mix of merchandise.




18 Explain the difference between direct costs and indirect costs.
The important difference between direct expenses and indirect prices is that simplest direct prices can be traced to precise value items. A fee object is something for which a value is compiled, such as a product, service, consumer, challenge, or interest. These costs are typically best categorised as direct or indirect expenses if they're for manufacturing sports, not for administrative sports. 
The idea is essential while determining the value of a specific product or hobby, due to the fact that direct fees are constantly used to collect the fee of something, while indirect charges may not be assigned to any such value evaluation. It may be too hard to derive a price-effective methodology for the undertaking of indirect expenses; the result is that lots of those costs are considered part of company overhead or production overhead, so that it will exist even if a specific product isn't always created or an interest does not arise.
Direct costs have a tendency to be variable fees, whilst indirect fees are more likely to be both fixed expenses or duration fees.



19 Explain what cost allocation is? 
Cost allocation is the procedure that includes identity, aggregation, and a sum of the price assigning the value to a few fees object.

The cost item may be something for which the commercial enterprise desires to realize the cost incurred. It may be a few challenges, product, pastime, department, region, vicinity, or every other object. 
The enterprise wishes to allocate the fee to unique value items to degree and analyse the price. An appropriate allocation of the cost to the value gadgets allows an enterprise to perceive if a certain price item (product/venture) is making losses or profits for the corporation


20 What is apportionment?
An apportionment is the separation of sales, prices, or profits, that are then assigned to distinct bills, departments, or subsidiaries. The concept is used mainly for the task of income to distinctive geographic regions of a business, which impacts the taxable profits mentioned to exclusive governments.

The idea also applies to coverage, wherein the loss skilled by means of an insured celebration is allocated the various insurers who are providing coverage.



21 What is the High-Low method?
In value accounting, the high-low technique is a way of attempting to separate out fixed and variable fees given a restrained quantity of information. The excessive-low method entails taking the very best level of hobby and the bottom level of interest and comparing the entire expenses at every level.
If the variable value is a set rate per unit and glued expenses continue to be the same, it's miles viable to determine the fixed and variable fees by way of solving the system of equations. It is really worth being cautious when the usage of the High-Low Method, but, as it can yield more or less accurate effects depending at the distribution of values among the highest and lowest greenback quantities or portions.



22 When valuing WIP and finished goods, what is the labour rate basis?
Work in Progress (WIP) is billable labour, materials, subcontractors and prices on a construct or refit assignment that have not but been billed on a customer invoice. It is work this is already completed, in part completed or costs already incurred, but it's far inside the development of being billed.
It is calculated Labour WIP using the employee’s contemporary hourly fee plus the value of benefits for that worker.

We calculate Material WIP the usage of the real value and quantity of materials used on the venture.  An example of this is a technician that makes use of a 1/2 a gallon of Epoxy Resin that cost the agency $60.00/gallon generates $30.00 WIP.




23 When valuing WIP of finished goods, what is the machine hours basis?
Finished items are indeed the very last merchandise received after the application of the manufacturing methods on the raw substances and the semi-completed items discussed above in the article. They are saleable, and their sale contributes absolutely to the revenue from the centre operations of the organisation.
Regarding the level of finished items inventory, there are two types of industries that we want to study. First, we would take the industries wherein the completed items are mass-produced, and the sale happens after the production. Examples of such industries are the FMCG industry and the oil enterprise. For an enterprise in such an enterprise, the suitable technique is to keep the finished items stock in addition as the raw material inventory is maintained, i.e., at an optimized degree as in step with the call for within the market.



24 What is time related pay?
Time fees are used whilst employees are paid for the quantity of time they spend at paintings.

The usual shape of time rate is the weekly salary or month-to-month earnings. Usually, the time rate is constant in terms of a popular running week (e.g., 35 hours in keeping with week). The employment contract for a time-rate worker will also stipulate the amount of paid depart that the worker can take each year (e.g., 5 weeks paid vacation).
Time worked over this fashionable is called beyond regular time. Overtime is commonly paid at a better fee than the usual time-price – reflecting the detail of sacrifice by using an employee. However, many personnel who're paid a monthly income do no longer receives a commission overtime. This is usually the case for managerial positions in which it's far generally widespread that the hours laboured need to be sufficient to fulfil the function required.


25 What is overtime premium?
An overtime premium is the extra charge made to a worker for hours worked in excess of forty hours in line with week. The amount of the time beyond regulation top rate is commonly 50% of the bottom pay level. For instance, if someone commonly earns $10 in keeping with hour and works forty-two hours in per week, then her base pay will be $420 (calculated as forty-two hours elevated through $10/hour) and her extra time premium can be $10 (calculated as 2 hours expanded by $5/hour).



26 What is piece work?
Piece paintings is any kind of employment in which a worker is paid a hard and fast piece fee for each unit produced or motion accomplished irrespective of time. When paying a worker, employers can use various techniques and mixtures of methods.



27 What are the advantages and disadvantages of piece work?
The advantages of piece work are;
Wages contributed to effort.
Under piece wage device, wages are connected to the output of a employee. The better the output, better can be the wages. Workers will try and put in more and more attempt for increasing output due to the fact their wages will go up.
Increase in manufacturing:
Production is going up when wages are paid in step with piece rate system. Workers will sense advocated to boom output because their wages can even increase. This device is honest to both employees and employers. Efficient workers will try and exert maximum a good way to enhance their production and consequently wages.
Better usage of gadget/machines:
The machines and different gadgets are placed to most utilization. Workers won't like to hold the machines idle. The use of machines can also be systematic due to the fact any breakdown in those may have an effect on the workers adversely. Thus, better machine utilisation will supply higher output.
Effective fee manages:
The boom in output will bring about discount of overhead expenses according to unit. Some of the overhead charges being fixed, growth in production will reduce charges per unit. Reduction in cost may additionally gain customers within the form of decrease in product price.
Less supervision:
Since bills are on the idea of output, people will no longer waste time. They will retain to paintings irrespective of supervision. There may be more and more voluntary efforts at the part of workers and need for supervision is reduced to a minimum.
Disadvantages of piece work;
Overlooking soft talents:
There is also a hassle of correlation between worker efforts and the enterprise’s goals. Not everything of employment is observable or measurable. How to degree, for example, honesty, courtesy, friendliness, accurate manners, devotion to the hobbies of the enterprise? Establishment of any evaluation criteria can result in the fact that the worker will attempt to enhance factors that meet the standards, ignoring other elements of the task no longer measured quantitatively.
Losing great for the sake of amount:
A severe drawback of piecework pay for the organization is a risk that, in the pursuit of the quantity of production, employees will no longer pay attention to its satisfactory. Costs for quality manipulate of merchandise (offerings) may negate the financial savings on the other sorts of manipulate.
Losing the group spirit:
The piece-fee pay links the income of employees with their person overall performance, ignoring the paintings of the department, unit, or business enterprise as an entire, which impacts the collective motivation and organization work. As an end result, the sense of belonging to a network receives weaker; the achievement of comrades and the overall performance of the organisation turns into unimportant for the worker. They don't have any incentive to achieve consequences in the long run — the most effective component that topics is the cutting-edge earnings. One consequence of this is the excessive turnover of the body of workers.
Damaging equipment:
Excessive haste of people results in wrong utilization, system disasters, breaches of protection standards, a boom in injuries, and overuse of raw substances. Some groups overseas even require the usage of earners’ very own tools or machines at paintings.
Decreasing the pay charge:
 When companies use piecework pay, personnel often face the so-referred to as “ratchet effect”.  A worker produces extra output than the employer expects. The supervisor connects this with the reality that the paintings isn't always too hard, and therefore, the pay price is just too excessive. That’s why the manager can decide to decrease the charges.
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