Accounting Principles (LCBB 4001)
Examination practise multiple-choice questions

Please select your answer, and place the relevant letter in the empty box at the right-hand side of the list of possible answers. If you change your mind or make a mistake please just cross through the box, and write your new answer immediately to the right of the original answer, like this                            
                                                                                       B
A



If you write anything else, your answer will not be marked



The following information relates to questions 1 to 4 below

	Omicron Company
	Department A
	Department B
	Totals

	Gross profit margin
	35%
	25%
	

	Sales turnover
	£650,000
	£550,000
	£1,200,000

	Telephone costs for year
	
	
	£1,500

	Rates charges for year
	
	
	£3,750

	General maintenance costs for year
	
	
	£10,000







Question 1
If there are 10 employees in Department A and 15 employees in Department B, and these numbers are used to apportion the General Maintenance costs for the year, what would be charged to Department A? 

A. £6,000
B. £5,000
C. £4,000
D. £3,000
E. None of these amounts                  





Question 2
If the floor area of Department A is 2,000 square metres and the floor area of Department B is 2,500 square metres, and these measurements are used to apportion the rates charges for the year, how much would Department A pay for rates?
A. £2083.33
B. £1066.66
C. £2033.83

D. £1698.03
E. None of these amounts                                 










Question 3
What is the gross profit margin for the Omicron Company as a whole?
A. 60.0%
B. 30.4%
C. 25.3%
D. 35.6%

E. 27.6%




Question 4
If the General maintenance costs were apportioned in relation to the Gross profit margin, how much would Department B pay?
A. £2,000
B. £3,000
C. £4,000
D. £5,000
E. None of these amounts    




             









The table below contains information regarding questions 6 to 8 below
	Ratio
	Alpha company
	Omega company

	Net profit margin
	11%
	12%

	Gross profit margin
	40%
	36%

	Sales
	£298,000
	£298,000



Question 6
Which of the following statements is correct?
A   Omega manages its expenses better than Alpha
B   Alpha manages its expenses better than Omega
C   There is no difference between Alpha and Omega
D   It doesn’t matter because Alpha has a better gross profit margin
E   None of these statements are correct




Question 7

Which of the following statements is correct?
A   Alpha is better at controlling its cost of sales than Omega
B   Omega is better at controlling its cost of sales than Alpha
C   The control of cost of sales makes no difference here because the sales figures are the same for both firms
D   Alpha has a higher gross profit margin because it is a larger firm
E   None of these statements are correct



       








The following information relates to questions 8.9. and 10
The following data has been extracted from the operating budgets of the Handsworth Organisation for 2020. 

	
	Sales
	Purchases
	Overheads
	Depreciation

	January
	102,000
	60,000
	8,000
	5,000

	February
	99,000
	53,000
	9,700
	4,000

	March
	110,000
	66,000
	10,200
	4,000



Notes: 
	New equipment costing £45,000 will be purchased and paid for in March


	Sales
	40% cash
	60% one month’s credit

	Purchases
	30% cash
	70% two months’ credit



Question 8
The amount of money received from cash sales in February is…
	
A	£40,800
B	£39,600
C	£61,200
D	£59,400

E	None of the above 


Question 9	
The amount of money received in March from credit sales is…	
A	£66,000
B	£44,000
C	£39,600

D	£59,400
E	None of the above



Question 10
The amount of money paid in January for cash purchases is…	
A	£18,000
B	£42,000
C	£24,600

D	£36,000
E	None of the above 


Question 11
The break-even point of a product with a unit selling price of £90.00, a unit variable cost of £52.00, and a fixed costs figure of £520,000.00 is
	
A           100,000 units
B	11,000 units
C             1,000 units
D           10,000 units
E            None of these




Question 12
The firm in question 11 above wants to know the number of units to produce and sell in order to make £100,000 profit. What is the correct number of units to produce and sell?
	
A	10,602 units
B	11,888 units
C            12,005 units
D            10,568 units
E            11,923 units







Question 13

A firm’s product has a break-even figure of 170,000 units. If the contribution of the selling price of the product is £12.50, how much profit will the firm make if it sells 190,000 units?	

A	250,000 units
B	100,000 units

C           150,000 units
D           200,000 units
E           170,000 units



Question 14
Which of the following statements regarding our trade receivables is NOT true?

A	Trade receivable represent money owed to our business.
B	Trade receivables arise from cash sales

C	Trade receivables are treated as current assets.
D	Trade receivables are sometimes adjusted for irrecoverable debts
         E      None of these

Question 15
.	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	£560

C	£960
D	£310
E      None of these




The table below relates to questions 16, 17, 18, and 19
	
Balances extracted from the books of Milestone Ltd on the 31st of December 2012


	Accounts payable
	32,400

	Accounts receivable
	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
	2,490

	Motor vehicles
	18,750

	Opening capital
	46,875

	Opening inventory
	38,862

	Prepayments
	770

	Professional fees
	1,838

	Purchases
	300,413

	Rates
	4,873

	Sales 
	408,725

	Telephone
	3,328

	Wages
	12,510

	Warehouse rent
	13,837




















Note: Closing inventory is £35,760

Question 16
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 17
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 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 non-current assets to be shown in the Statement of Financial Position?

A. £18,750
B. £10,450

C. £28,200
D. £26,190
E. None of these





Question 20
Which of the following statements is correct?

A. Depreciation charges must be calculated using the reducing balance method for machinery non-current assets

B. [bookmark: _Hlk88342562]Depreciation charges must be calculated using the straight line method for motor vehicles non-current assets

C. Depreciation charges must be calculated using the straight line method for premises and fixtures and fittings non-current assets

D. Depreciation charges must be calculated using the reducing balance method for land currents assets

E. None of these
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