[bookmark: _GoBack]Question.1

A company produces and sells a single product whose variable cost is £12 per unit.
Fixed costs have been calculated £540,000.

The current selling price is £20 per unit.
How much profit is made under marginal costing if the company sells 100,000 units?

A	£220,000
B	£240,000
C	£200,000
D	£260,000

[bookmark: _Hlk40425942]Start with determining the contribution
SP   20
VC  12
        8    Contribution
100,000 x 8   =  800,000
Fixed costs    = (540,000)
                           260,000

Question 2
A company produces and sells a single product whose variable cost is £13 per unit.
Fixed costs are £780,000.
The current selling price is £22 per unit.
How much profit or loss is made under marginal costing if the company sells 85,000 units?
A		£15,000 profit
B		£15,000 loss
C	£20,000 profit
D	£20,000 loss
Start with determining the contribution
SP   22
VC  13
        9    Contribution

85,000 x 9   =     765,000
Fixed costs    = (780,000)
                                  -15,000






Question
Bond ltd sells one product. The cost card for that product is given below:
	
	£

	Direct materials
	 9

	Direct labour
	11

	Variable production overhead
	 7

	Fixed production overhead
	 5  Fixed costs not included

	Variable selling cost
	 7
You need to calculate the variable costs


The selling price per unit is £48. Sales during the period were 400 units.

The total contribution earned during the period was:
A	£4000
B	£5,000
C	£5,600
D	£6,000
Start with determining the contribution
SP   48
VC   34
        14   Contribution

400 x 14   = 5,600
 
