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University of Wales Trinity Saint David
BA (Hons) Business Management Weekend Cohort (September 2021)
Accounting Fundamentals
Examination for assessment two 
Sunday the 28th of November 2021

This is a two-hour, open-book, multiple choice, examination

Please attempt all questions by placing your selected answer option of 
A, B, C, D, or E in the answer box next to the question. Do not write anything else in the box, as the answer will be disallowed. If you make a mistake or change your mind, just cross through the box and rewrite your new letter by the side like this
A
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The marginal costing diagram below relates to questions 1, 2, and 3
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Question 1
What does the intersection of A and C represent? (2 marks)
A. Sales equals fixed costs

B. Break-even point
C. The lower boundary of the margin of safety
D. Sales equals total costs
E. None of these
	





Question 2
What does the space between A and B indicated with brackets represent? (2 marks)
A. The upper boundary of the margin of safety

B. The area of break-even 
C. The upper boundary of the relevant range
D. The area of profit
E. None of these



Question 3
What does the vertical line E represent? (3 marks)

A. Output, sales, and costs
B. Output, sales, and profit
C. Sales, costs, and profit
D. Sales, relevant range, and costs
E. None of these

The information below relates to questions 4,5, and 6

The Acme Toy Company manufactures and sells a product with the following details
Selling price including Value Added Tax (VAT) is £21.60
Unit costs are comprised of £ 4.00 for plastic components, £3.50 for electrical parts, and £3.00 for assembly labour
Fixed costs are £45,000
Targeted sales revenue is £216,000
 
Question 4
How much profit would the company make if it achieves its sales target? (4 marks)
A. £45,000

B. £63,000
C. £108,000
D. £116,000
E. None of these

Question 5
What is the margin of safety, in percentage terms, if Acme reaches its sales target? (3 marks)
A. 25%
B. 45%

C. 15%
D. 55%
E. None of these

Question 6
What position would Acme be in if its sales revenue figure was £99,000? (4 marks)
A. £44,000 profit

B. £44,000 loss
C. £3,750 profit
D. £3,750 loss
E. None of these

Question 7
Which of the following statements is correct? (2 marks)
A. Allocation is the most accurate method of absorption costing 
B. Apportionment is the most accurate method of absorption costing
C. Apportionment is the most accurate method for calculating gross profit margins

D. Allocation is the most accurate method for calculating gross profit margins
E. None of these

Question 8
In marginal costing which of the following formulae is used for calculating net profit? (2 marks)
A. Gross profit less contribution
B. Sales less contribution

C. Gross profit less fixed costs
D. Sales less variable costs
E. None of these



Question 9
In standard costing which of the following formulae is used to calculate net profit? 
(2 marks)

A. Sales less overheads
B. Gross profit less overheads
C. Total favourable variances less overheads
D. Total adverse variances less gross profit

E. None of these




The following budgetary information relates to questions 10,11, and 12

	
	Actual
	Budget

	Sales
	
	

	Selling price (£)
	15.00
	14.90

	Sales Volume
	4,000
	4,200

	Labour 

	Hours worked
	500
	530

	Labour rate per hour (£)
	13.45
	13.00

	Outsourcing

	Volume
	2,000
	2,300

	Price
	0.90
	0.85

	Materials

	Price per unit
	3.70
	3,90

	Volume
	1,000
	950

	Overheads
	24,100
	23,800



 

Question 10
What causes the overall sales variance? (3 marks)
A. An adverse selling price variance with a favourable sales volume variance

B. A favourable selling price variance with a favourable sales volume variance
C. An adverse selling price variance with an adverse sales volume variance
D. A favourable selling price variance with an adverse sales volume variance
E. None of these


Question 11
What causes the price variance for outsourcing? (3 marks
A. An adverse price variance with an adverse volume variance

B. A favourable price outcome with a favourable volume variance
C. An adverse price variance with a favourable volume variance
D. A favourable price variance with an adverse volume variance
E. None of these


Question 12
What is the overall budgeted profit figure? (5 marks)
A. £23,675

B. £26,320
C. £23,765
D. £22,630
E. None of these










The table below relates to questions to questions 13, 14, and 15

	York Products Company
	Department A
	Department B
	Totals

	Gross profit margin
	30%
	40%
	

	Sales turnover
	1,500,000
	750,000
	

	Telephone costs for year
	
	
	20,000

	Rates charges for year
	
	
	24,000

	General maintenance costs for year
	
	
	60,000

	Number of staff
	6
	4
	

	Floor area
	20,000 square metres
	
	30,000 square meters






Question 13
What is the overall gross profit margin for the company? (4 marks)
A. 70.0%
B. 35.0%
C. 62.4%
D. 33.3%
E. None of these

Question 14
Using the number of staff as a basis, what is the apportioned cost of the telephone charge for department B? (2 marks)
A. T£10,000

B. £20,000
C. £8,000
D. £12,000
E. None of these

Question 15
Using sales revenue as a basis, what is the apportioned cost of the general maintenance charge for department A? (2 marks)
A. £40,000

B. £30,000
C. £24,000
D. £12,000
E. None of these

The tables below relate to questions 16,17,18, and 19

	
	Sales
	Purchases
	Overheads
	Depreciation

	August
	112,000
	62,000
	7,000
	5,000

	September
	110,000
	65,000
	8,000
	5,000

	October
	102,000
	60,000
	8,000
	5,000

	November
	99,000
	53,000
	9,700
	4,000

	December
	110,000
	66,000
	10,200
	4,000



Notes: 
	New equipment costing £45,000 will be purchased and paid for in December
Overheads are paid in the month incurred


	Sales
	40% cash
	60% one month’s credit

	Purchases
	30% cash
	70% two months’ credit



Question 16
What will be the credit purchases figure be for November? (3 marks)
A. £69,300

B. £33,000
C. £45,500
D. £53,000
E. None of these


Question 17
What will the total receipts figure be for October? (4 marks)
A. £106,800
B. £108,600

C. £40,800
D. £66,000
E. None of these



Question 18
What will the total payments figure be for December? (4 marks)
A. £72,000

B. £61,800
C. £121,000
D. £117,000
E. None of these


Question 19
What would be the budgeted net profit figure for the period October to December?
(6 marks)
A. £109,100
B. £101,900

C. £190,100
D. £100,900
E. None of these

Question 20
Which of the following statements is correct? (2 marks)
A. Depreciation increases profit

B. Depreciation decreases expenses
C. Depreciation increases expenses
D. Depreciation increases taxation
E. None of these







The information below taken from a company’s journal entries and ledger accounts and relates to questions 21, 22, 23, 24, and 25

	
	Debit
	Credit

	
	
	

	Trade payables
	
	36,000

	Trade receivables
	18,500
	

	Advertising
	8,000
	

	Plant and machinery
	60,000
	

	Drawings (Add drawings of 750)
	10,250
	

	Bank charges
	400
	

	Allowance for doubtful debts (+ 5% of receivables after bad debts)
	
	2,525

	Increase in provision for doubtful debt
	925
	

	Computers
	14,600
	

	Capital
	
	28,000

	Opening inventory
	30,000
	

	Accumulated depreciation – computers
	
	6,152

	Accumulated depreciation – plant
	
	15,000

	Cash in hand
	100
	

	Cash at bank 
	1,750
	

	Wages
	24,000
	

	Purchases
	160,000
	

	Rates
	2,950
	

	Sales
	
	240,000

	Irrecoverable debt
	1,500
	

	Prepayment
	650
	

	Depreciation 
	4,152
	

	Retained profit (reserves)
	
	10,100

	
	
	

	
	            337,777 
	             337,777 










Question 21
What is the total current assets figure that should appear in the Statement of Financial Position? (2 marks)
A. £101.923

B. £48,475
C. £109,213
D. £47,854
E. None of these

Question 22
What is the net profit figure that should appear in Income Statement? (6 marks)
A. £38,073

B. £42,225
C. £10,100
D. £28,100
E. None of these

Question 23
What is the final drawings figure that should appear in the Statement of Financial Position? (2 marks)
A. £10,000
B. £10,250

C. £9,250
D. £10,750
E. None of these

Question 24
What is the total assets figure that should appear in the Statement of Financial Position? (3 marks)
A. £53,448

B. £48,475
C. £65,923
D. £101,923
E. None of these

Question 25
What is the cost of goods sold that should appear in the Income Statement? 
(2 marks)

A. £190,000

B. £130,000
C. £220,000
D. £160,000
E. None of these


Question 26 (4 marks)
Using the reducing balance method, what is the accumulated depreciation after three years for an asset with a cost price of 15,000, an expected residual value of 3,000, and at a rate of 10%?
A. £3,600
B. £3,252
C. £4,500

D. £4,065
E. None of these


Question 27
Why does a prepayment appear as a current asset in the Statement of Financial Position? (3 marks)
A. Because of the matching convention of accounting
B. Because it reduces the bank account in the general ledger

C. Because it increases the bank account in the general ledger
D. Because of the ‘going concern’ concept of accounting
E. None of these






The information below relates to questions 28 and 29

	Cash 
	500

	Bank 
	34,000

	Accounts Receivables
	8,000

	Computers
	7,000

	Van
	24,000

	Furniture and Fixtures 
	20,000

	Accounts payable 
	9,000

	Capital 
	50,000

	Sales
	140,000

	Purchases
	90,000

	Rental income
	2,500

	Office expenses
	18,000



Question 28
[bookmark: _Hlk88764251]If the figures in the table are ledger account balances for a trial balance, what would the totals of the debit and credit side be? (5 marks)


A. £205,100
B. £201,500
C. £251,000
D. £210, 500
E. None of these


Question 29
If the figures in the table are ledger account balances for a trial balance, what would the cost of goods sold be in the Income Statement? ( 2 marks)
A. £50,000

B. £230,000
C. £90,000
D. £140,000
E. None of these





Question 30
Which of the following is not one of the principles of accounting? (3 marks)
A. The concept of business entity

B. The concept of going concern
C. The concept of accrual
D. The concept of historical cost
E. None of these
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