ALL QUESTIONS ARE COMPULSORY 
TOTAL – 100 MARKS 
QUESTION 1 
  
Alexandra has recently moved to Birmingham for her university studies. She would be studying Accounting at Birmingham City University and is excited for this new phase of her life.  
She has made a budget for her first semester and apportioned £450 for her rent which includes bills. She anticipates that her feeding expense may vary between £50 – £70 per week.  
  
1. Alexandra’s rent is a ………………………………………………………. (2 marks) 
2. Her feeding expense is a ………………………………………………… (2 marks) 
  
For Alexandra to take up her admission at Birmingham city university, she had to resign from her part time job in London which paid £12,000 per year.  
  
3. The £12,000 forgone to start her new job can be considered an ……………… (4 marks) 
  
Alexandra would need to commute to her classes three times a week and the cost depends on the time of travel with bus tickets being more expensive during morning peak times.  
  
4. How would you classify the behaviour of Alexandra’s transportation costs?  FIXED OR VARIABLE? ( 3 marks) 
  
Alexandra has recently taken out a phone contract with O2 which includes unlimited calls, unlimited texts, and 2GB worth of data for £15 per month. She has family in Romania and if she calls them using her O2 contract, she will have to pay out of bundle fees for those calls which is £1 per minute. 
  
5. What type of cost best describes Alexandra’s O2 contract? ……………… (4 marks) 
6. The £15 she pays for the O2 contract is considered to be which type of cost? ………………..  (2 marks) 
7. The £1 she’s charged per minute when she calls Romania is considered to be which type of cost? ………………….. (2 marks) 
  
Alexandra spent a total of £1000 preparing for university, this included cost of pans, boxes, coach ticket, beddings etc.  
  
8. What do we consider these costs to be? …………………. (2 marks) 
9. Alexandra is deciding where to leave now, would the costs she spent on preparing for university be RELEVANT to her decision making or not? YES/NO 
  
Alexandra is currently applying for a job which pays £12 per hour and the hours are not guaranteed.  
10. How would we classify the behaviour of her hourly wage? ……………………..  
  
Required:  
1. Fill out the blank spaces with the correct type of cost that is applicable to the scenario. (TOTAL - 25 MAKS) 
  
 



 
QUESTION 2 
Chimco is a limited company operating in the Hat making industry in East England. Below is a cost breakdown of their activities for the year 2020. Their business has been severely impacted by the Covid-19 lockdowns as they people were confined to their houses due to Government regulations. 
  
	Items 
	Cost per unit 
	Actual (£) 

	Units 
	  
	100,000 

	Selling price 
	35 
	30 

	Revenue 
	  
	3,000,000 

	Variable costs: 
	  
	  

	Materials 
	3.50 
	380,000 

	Labour 
	5 
	540,000 

	Overhead 
	2.50 
	250,000 

	Contribution 
	24 
	1,830,000 

	Fixed overheads: 
	  
	  

	Warehouse rental 
	350,000 
	200,000 

	Insurance 
	150,000 
	150,000 

	Fulltime supervisor salary 
	60,000 
	45,000 

	Profit 
	  
	1,435,000 


  
  
I. Prepare the monthly control report showing original budget, flexed budget, and variances.  (35 marks) YOU MUST USE THE PROFORMA TAUGHT IN CLASS TO PREPARE THE CONROL REPORT. 
II. Using the control report prepared in (i) above, provide recommendations to Chimco’s CEO on whether to continue the business or not. You can highlight the company’s performance. You should write full paragraphs with headings providing justification for your answer. (15 marks). 
 (TOTAL = 50 marks) 












Control Report for Chimco Ltd - solution
	Items
	Cost per unit
	Original (£)
	Flexed (£)
	Actual (£)
	Variance

	Units
	
	120,000
	100,000
	100,000
	

	Selling price
	35
	35
	35
	30
	5UF

	Revenue
	
	4,200,000
	3,500,000
	3,000,000
	(500,000) UF

	Variable costs:
	
	
	
	
	

	Materials
	3.50  
	420,000
	350,000
	380,000 
	(30,000) UF

	Labour
	5
	600,000
	500,000
	540,000
	(40,000) UF

	Overhead
	2.50
	300,000
	250,000
	250,000
	0

	Contribution
	24
	2,880,000
	2,400,000
	1,830,000
	570,000UF

	Fixed overheads:
	
	
	
	
	

	Warehouse rental
	
	350,000
	350,000
	200,000
	150,000F

	Insurance 
	
	150,000
	150,000
	150,000
	0

	Fulltime supervisor salary 
	
	60,000
	60,000
	45,000
	15,000 F

	Profit 
	
	2,320,000
	1,840,000
	1,435,000
	405,000UF



I. Prepare the monthly control report showing original budget, flexed budget, and variances.  (35 marks) YOU MUST USE THE PROFORMA TAUGHT IN CLASS TO PREPARE THE CONROL REPORT. 
II. Using the control report prepared in (i) above, provide recommendations to Chimco’s CEO on whether to continue the business or not. You can highlight the company’s performance. You should write full paragraphs with headings providing justification for your answer. (15 marks). 







QUESTION 3
Limestone Co is an e-bicycle company that has seen demand surge over the past few years due to customers desire to be more sustainable and reduce usage of transport modes that pollute the environment. 

The CEO met with the production manager and his team to review Limestone Co’s production policy and it was concluded that 30% of the following month budgeted production MUST aways be held in closing inventory for the current month. The closing inventory for August was 5,000 units of e-scooter and 100,000 units of e-bicycle would be produced in January 2024. 
Required:
1) Prepare a production budget for the e-bicycle using the table below. (15 marks)
	Month
	September 2023
	October 2023
	November 2023
	December2023

	Production unit
	40,0000 (1 marks)
	50,000 (1 marks)
	60,000 (1 marks)
	80,000 (1 marks)




2) State 5 advantages and 5 disadvantages of Budgets (10 marks)
	Advantages
	Disadvantages

	
	

	
	

	
	

	
	

	
	



TOTAL MARKS FOR QUESTION 3 – 25 MARKS


