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COSTING QUESTIONS

1. Delila Ltd sells one product. The cost card for that product is given below: _

£ e 2 ) I.' l
Direct materials 44 "
Direct labour 5 1S £
Variable production overhead €3 203
' Fixed production overhead 2 L oy O
Variable selling cost ¥3 .

The selling price per unit is £20. Budgeted fixed overheads are based on budgeted
production of 1,000 units. Opening inventory was 200 units and closer inventory was 150
units. Sales during the period were 800 units and actual fixed overheads incurred were
£1,500.

The total contribution earned during the period was:

£2000

£2,500
£4,000
£2,500
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_ Jameson sells one product. The cost card for that product is given below:
1% ¢ Total vanalble

Direct materials ¥ 6 - E (6“‘1 ’ L'(*IL{) ‘ ,rl S
Direct Labour g * Sf k-2l = | _rlt o
Variable Production Overhead &4 = ( Wt o

Fixed Production Overhead 3

Variable Selling Cost * 4

The selling price per unit is £40. Budgeted fixed overheads are based on budgeted
production of 1,500 units. Opening inventory was 500 and closing inventory was 400 units.
Sales during the period were 1000 units and actual fixed overheads incurred were £4,000.

The total contribution earned during the period was:

A 22,000
(8] 19,000
C 16,000
D 17,000



/3. Jones Ltd sells one product. The cost card for that product is given below: h
Toral Javicbok (osr

£ .
Direct materials £7 E (1+ 8*S+§>.: /ZS W :
- Sp [30- 2S = £S5 conhibyhon
Direct Labour %8 _ E 5 ¥ ZOOO - £IO, 000
Variable Production Overhead €5
Fixed Production Overhead 4
Variable Selling Cost % 5

The selling price per unit is £30. Budgeted fixed overheads are based on budgeted
production of 1,000 units. Opening inventory was 800 and closing inventory was 650 units.
Sales during the period were 2000 units and actual fixed overheads incurred were £3,500.

The total contribution earned during the period was:

A 22,000
B 20,000
C 15,000
@ 10,000
5 HoW
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N\ A \iev™ 47 An organisation manufactures and sells a single product that has a variable cost of "M
(o Vi £24 per unit and a contribution to sales ratio of 40%. Total monthly fixed costs are |, W\fj
o £720,000. diflerence . Haen
X A e eed
Py ¥ What is the monthly breakeven point (in units)? Ve 4
XA . - . [p” 5 . L
v WA e Conlvbubiowm per vk = ([20/0.60 x 0. L;.-r:\. =] I make
L' ) AN A 18,000 T A A (L Tanm mecs A G sz oo A
= ALN3 | oreakeden poink =k (20,000 /1¢) = LS. 000
SO\ B 20,000 ' e [16)= LS wniks
VOIonSYS c 30,000 Fc
Q ’_‘*".-E--v" «l (D) 45,000
.;v¥f.\}ll I p
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/5{ A company that uses marginal costing has a profit of £37,500 for a period. Opening
v inventory was 100 units and closing inventory was 350 units.

The fixed production overhead absorption rate is £4 per unit.

What is the profit under absorption costing?

Ma G -._:‘\{L.L_l, (oshin G P Yl ':.’ Ll; 3 } ( S 00
A £35,700 ﬂddf F\YC L".P (osts n f;_'}..ff_i N q :'r\-.ru-x"rnr\T l, 00
B £36,500 (3S6 x £l ) & wuq#
(C) £38,500 clos. T, vk absarphew
D £39,300 Amidey raf
% « \
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A company produces and sells a single product whose variable cost is £6 per unit.

Fixed costs have been absorbed over the normal level of activity of 200,000 units and
have been calculated as £2 per unit.

The current selling price is £10 per unit.

How much profit is made under marginal costlng if the company sells 250,000 units?

A
C
D

Conmbubon per wuk = (1o ~M = El .

SP
A £500,000 i
® £600,000 Totad Conhvibubion (250,000 eu) jo0o, 00
£900,000  Aved Overhoade (200,000 x £2) %@, 000
£1,000,000 R s

L00, 000

7/ A company has established a marginal costing profit of £72,300. Openmg inventory

v

was 300 units and closing inventory is 750 units. The fixed procfucfhan overhead
absorption rate has been calculated as £5/unit. __

What was the proflt under absorption costmg? 12 _f a0
iovguwied  Coslay G A ol x
A £67,050 [ g5 Rxed (osh uAa C“;t_!LU\LI UAL _.Q','\\IQ | 00 ‘
B £70,050 :’3&; x 15) "7 - LS )
(C) £74.,550 pdld’ Aved Gosh ur closuig inveviiow T
D £77,550 3, 1S
(180 x ES _—
7 1 SSO -
/’8. Which of the following are true of marginal costing?

i)
i)

ii)

O O'I_UJ_', >

The marginal cost of a product includes an allowance for fixed production costs.
The marginal cost of a product represents the additional cost of producing an
extra unit.

If the inventory increases over a year, the profits under absorption costing will be
lower than with marginal costing.

i) only

i) only

i) and iii) only
i), ii) and iii)



_/9( An organisation manufactures and sells a single product. At the budgeted level of
* output of 2,400 units per week, the unit cost and selling price structure is as follows:

£ per unit £ per unit
Selling price 60
Less - variable production cost 15
- other variable cost 5
- fixed cost 30
(50)
Profit 10
What is the breakeven point (in units per week)? »f VO U‘-\ E L0
Conmbubion per wuk (60 - 18-S | =
A 1,200 Total Fxed (osts ir_..':b'Ci % {240 0) ‘_‘; 12,000 |
TFEC O AN F
B 1,600 o L L;ﬂmﬂ 5 '
fC 1,800 Y Y L.HF;—H____ \ - =
D 2,400 ovéakeven poiny fd 000 /40 [0 Y \,U\Lk | { XOO ]
A A

Cov \ f..J ﬂu\ ==

/é Which of these statements are true of marginal costing?

i) The contribution per unit will be constant if the sales volume increases.
i) There is no under- or over-absorption of overheads.
iii}) Marginal costing does not provide useful information for decision making.

\ﬁ i) and ii) only
B ii) and iii) only
C ii)only
D i), ii) and iii)

m 41 A company that makes and sells a single product has budgeted the followmg unit

costs and profit. - Budgeted *sL Ak 12 S, 0ocC
Bud qu Pmi 1 V\kk |
E o (j P I(,\_,f. - ) A : 12as F
. | NEXE A UYL {‘ AL Uosn - i =34 Q00,; uU| AAA
Sales price B e “JL# Salgo = : & =0 i
Variable cost .3 Buogeked wed (oSh = 125,000 x t L
Fixed cost 4 ' s viom (Fc
s ) -~ Y 1 00C
Profit 1 ConWwlow Joon [unuk 0 <
The budgeted profit is £125,000.>° V¢ L Dian meA
Breakenen DOonk Lf‘»’ , 000 / = piv, UUU,

What is the margin of safety expressed as a percentage of budgeted sales?

A 159 (Y -_w%m o} S%'&j -~ 125,000 — 100,000

B 17.5% = 25,000
(C) 20% | | '
D 25% (V1o gun C v NoYm Wap wrzd o Cr
( ‘i .F C ( 1\’ (L \l ¢ /‘l’ bu d (% "j‘-\l-:"'._,'.lf.', n LA \
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25S,00 O /1 2s,000 = (0-20 ov 70/
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12. A company sells a single product that has a contribution of £27 per unit and a
contribution to sales ratio of 45%.

This period it is forecast to sell 1,000 units giving it a margin of safety of £13,500 in sales
revenue terms

What are the company’s total fixed costs per period?

Conhnloukion E£E27
A £6,075 (Onmbuhon h salse ralo E—S r,
B £7,425 SelluA P\r‘-u 27/0.us = &0
C £13,500 g\&ra«; Gsakdy vi onds = £12,500 + LO = ZZS
\ - LINEIT PO ;. = 0 - ———
O z20025 O SRR T 2B 05 ol x 27 = 20,975,

c‘ 1/3‘ A company manufactures and sells a single product. The following data relate to a
V' weekly output of 2,880 units:

£ per unit £ per unit

Selling price 80
Less costs:
Variable production 30
Other variable 10
Fixed 25

(65)
Profit 15

What is the weekly breakeven point (in units)?  , s¢ vP 0"3 - f_ L0

@e) '\\.«n‘b Ao ps.‘/ wruwk f SL" - 30- 10
A 1,900 ( 12, 000
I el _;'LL'-. 5« ¢4 L,.L (_ 25 h 4 2.(5 E‘( -
B 1,440 s Uvu»\b e
(C 1,800 e P = _ -
D 4800 Breakewen poink r_’IZ,OOO I L('O 1, 0O
; Con

4. An organisation manufactures a single product that is sold for £60 per unit. The
organisation’s total monthly fixed costs are £54,000 and it has a contribution to sales
ratio of 40%. This month it plans to manufacture and sell 4,000 units.

What is the organisation’s margin of safety this month (in units)?

CSR O-Ldb x b0 = P2

A 1,500 e
B 1,750 | ) .
C 2250 = Skooo [2L = 2,250 undky
D 2,500 d

l,,000 - 2,250 = |,7150 wub



~ 15. Dane makes and sells a single product which has a selling price of £26, prime costs
are £10 and overheads (all fixed) are absorbed at 50% of prime cost. Fixed
overheads are £50,000.

What is the breakeven point (to the nearest whole unit)?

-
|

1,923
3,125
4,545
5,000

ooOw>»

The following data are to be used for questions 16 and 17

Budgeted labour hours 6,000
Budgeted overheads £140,380
Actual Labour hours 7,200
Actual overheads £179,000

/ 16. Based on the data given above, what is the labour hour overhead absorption rate?

£26.79 per hour
£23.40 per hour
£22.22 per hour
£22.72 per hour

o Olm,>

\/ 17. Based on the data given above, what is the amount of overhead under/over- -

absorbed?

A £11,080 under absorbed

B £10,880 over absorbed
(C £10,520 under absorbed )
D £12,008 under absorbed



