Tutorial Answers – Week 1

Cost card for hand-made wooden train set
Customer order 3409Z
	Direct materials:
	
	£

	Wood
	5m2 @ £2.50 per m2
	  12-50

	Paint
	0.1 ltr @ £10 per ltr
	    1-00

	Direct labour:
	
	

	Cutting and assembly
	0.5 hrs @ £6.00 per hr
	    3-00

	Painting
	1.0 hrs @ 7.00 per hr
	    7-00

	Direct expenses:
	Licence fee @: £2 per train set
	2-00
_____

	

PRIME COST
	
	
  25-50

	Variable production overheads:
	
	

	Power for electric saws
	0.25 hrs @ £2.00 per hr
	0-50
_____

	
MARGINAL PRODUCTION COST
	
	  
  26-00

	Fixed production overheads:
	1.5 labour hrs @ £10.00 per labour hr
	  15-00
_____

	
TOTAL PRODUCTION COST
	
	 
  41-00

	Non production overheads:
	
	

	Administration, selling and distribution:
	20% of production cost
	    8-20
_____

	
TOTAL COST
	
	
  49-20

	Profit
	30% of total cost
	  14-76
_____

	Sales price
	
	  63-96











SOLUTIONS TO MULTIPLE CHOICE QUESTIONS
1 C
2 B
3 A
	Variable costs vary in total, but are fixed per unit.

4 C
A fixed cost remains constant as activity levels increase.
5 A
A variable cost increases in line with increases in activity levels.
6 B
A semi-variable cost has a fixed element and then increases in line with activity levels.
7 D
As activity levels increase the fixed cost per unit decreases.
8 C
Variable costs per unit remain constant.
9 A
10 D 
A direct cost is not necessarily a variable cost but it can be attributed to a cost unit.
11 C
The telephone bill has a fixed element, the line rental, and a variable element, the call charges.

