1. A company produces and sells a single product whose variable cost is £26.
The current selling price is £38 per unit
Fixed costs have been absorbed over the level of activity of 100,000 units and have been calculated at £4 per unit
How much profit is made under marginal costing if the company sells 200,000 units?
A. 2,200,000
B. 2,300,000
C. 2,000,000
D. 2,100,000

2. A company produces and sells a single product whose variable cost is £18.
The current selling price is £26 per unit
Fixed costs have been absorbed over the level of activity of 150,000 units and have been calculated at £3 per unit
How much profit is made under marginal costing if the company sells 350,000 units?
A. 2,250,000
B. 3,300,000
C. 2,350,000
D. 3,250,000
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SOLUTION
1.
Selling Price			38
Variable Cost			26
Contribution			12
Contribution	200,000 x 12		2,400,000
Fixed costs (100,000 X 4)		(400,000)
PROFIT					2,000,000	


2.

Selling price			26
Variable cost			18
Contribution			8

Contribution	350,000 x 8		2,800,000
Fixed costs (150,000 X 3)		(450,000)
PROFIT					2,350,000	
