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MULTIPLE CHOICE QUESTIONS


Question 1
[bookmark: _Hlk124152042]Which of the following describes a variable cost? (2 marks)

A. A cost that purely depends on the level of activity
B. A cost that can be directly attributable to a cost unit
C. A cost that does not vary directly with an increase or decrease in activity

D. A cost that can be directly attributable to a cost centre
E. None of these

Question 2		
Fixed costs are conventionally deemed to be which of the following? (2 marks)

A. Constant per unit of output
B. Outside the control of management

C. Constant in total regardless of any changes in production volume
D. Government taxation
E. None of these

Question 3
An organisation operates with a gross profit margin of 35%. If the sales figure is £2,000, what is the cost of sales figure?
    

A. £700

B. £900
C. £1,100
D. £1,300
E. None of these
         
				





Question 4
A vehicle was purchased five years ago, the original cost was £40,000, expected to last for 10 years, and with a scrap value of £6,500. Using the straight method, what would be the depreciation expense for the current year? (3 marks)

A. £3,350
B. £4,000
C. £1,675
D. £6,700

E. None of these


The following information relates to questions, 5,6, and 7

A firm sells a product that has variable costs of £5, a selling price of £14, and fixed costs of 90,000

Question 5
What is the total sales figure at the break-even point?
A. £100,000
B. £90,000
C. £110,000

D. £45,000
E. None of these

Question 6
How many units would need to be sold to make a profit of £9,000?
A. 10,000 units
B. 11,000 units
C. 9,000 units
D. 12,000 units

E. None of these






Question 7
What is the profit-volume (PV) ratio?

A. 68.32%
B. 62.83%
C. 63.82%
D. 68.23%

E. None of these



Question 8
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
B. £660
C. £960
D. £310
E. None of these




Question 9
Which of the following statements regarding our trade receivables is NOT true?
Trade receivable represent money owed to our business.

A. Trade receivables arise from cash sales
B. Trade receivables are treated as current assets.
C. Trade receivables are sometimes adjusted for irrecoverable debts
D. None of these


				(2 




Question 10
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



Question 11		
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 by which of the following

A. A variable cost
B. A fixed cost
C. A step cost
D. A semi-variable cost
E. None of these


		
Question 12
Which of these statements is FALSE?

A. Marginal costing is not applicable to financial accounting
B. Absorption costing may not be precise, leading to over/under absorption.
C. Marginal costing focuses more or contribution than profit
D. Absorption costing treats fixed costs as period costs
E. None of these
											


     










The following data relates to questions 13,14, and 15
   
Beta Ltd has incurred the following overheads

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

Information relating to Beta’s three 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 

 
Question 13
Using an appropriate absorption method, what would be the heating overheads apportioned to Department 1?

A. £6,809
B. £7,111

C. £4,600
D. £5,333
E. None of these

Question 14
Using an appropriate absorption method what would be the amount of insurance of equipment apportioned to Department 2?

A. £3,911
B. £3,133
C. £2,809
D. £3,000

E. None of these








Question 15
Using an appropriate absorption method what would the rates overheads apportioned to Department be?

A. £8,280
B. £5,789
C. £5,000

D. £7,979
E. None of these
												
			

[bookmark: _Hlk124151868]Question 16
Which of the following statements are true of marginal costing?

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

A. 1 only  
B. 1,2,and 3 
C. 2 and 3
D. 2 only 


















The information below relates to questions 17,18, and 19 below

The following list of balances has been extracted from the books of Penguin and Co, a sole trader

	
	£

	Trade payables
	32,400

	Trade receivables
	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

	Prepayments
	778

	Professional fees
	1,838

	Purchases
	300,413

	Rates
	4,873

	Sales
	408,725

	Telephone
	3,328

	Wages
	12,510

	Warehouse rent
	13,837

	Closing inventory
	35,760




Question 17
What is the value of the current assets to be shown on the Statement of Financial Position?

A. £97,718
B. £100,820
C. £96,940

D. £100,042
E. None of these










Question 18
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

D. £303,515
E. None of these
	
Question 19
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

E. None of these																					              














The following information relates to questions 20 to 23 below

The following budgetary information is available for Alcan Processing Company for a period of production and sales
	
	Actual
	Budget

	Sales
	
	

	Selling price (£)
	45.00
	50.00

	Sales Volume
	1,500
	1,250

	
	
	

	Labour

	Hours worked
	840
	925

	Labour rate per hour (£)
	9.00
	9.50

	
	
	

	Materials

	Price per unit
	20.00
	18.00

	Volume
	1,500
	1,350

	
	
	

	Overheads
	4,200
	4,000

	
	
	




Question 20 
Which of the following amounts is the correct sales variance? (2 marks)

A. £5,000 adverse
B. £5,700 adverse
C. £5,700 favourable

D. £5,000 favourable
E. None of these


Question 21 
Which of the following is the most adverse outcome? (3 marks)

A. Materials
B. Labour

C. Overheads
D. Net profit
E. None of these










Question 22 
What is the main cause of the labour variance? (2 marks)

A. The actual wage rate was more than the budget
B. The actual number of hours worked was less than the budget
C. The actual wage rate and number of hours worked were less than the budget
D. The actual wage rate and number of hours were more than the budget
E. None of these





Question 23
Which of the following statements is correct? (3 marks)

A. The sales variance is caused by selling more units and at a higher price than budget
B. The sales variance is caused by selling more units and at a lower price than budget
C. The sales variance is caused by selling fewer units and at a higher price than budget
D. The sales variance is caused by selling fewer units and at a lower price than budget
E. None of these









The diagram below relates to questions 24,25,26,and 27


		














Question 28
Which of the following statements is correct? (1 mark)

A. Apportionment is the best method for distributing costs between departments  
B. Allocation is the best method for distributing costs between departments 
C. Both allocation and apportionments are arbitrarily selected methods which have their own advantages and disadvantages
D. All departmental costs should always be shared equally because it is fairer for everybody 
E. None of these                                             
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