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SECTION A 

 

This is a compulsory multiple choice question.  

Answer ALL the items of this question 

 

1. (a) A fair 6-sided dice is thrown twice.   

 

Required: 

 

What is the probability that the sum of the numbers shown is 7? 

 
(i)  

    

(ii)  
   

(iii)  
   

(iv)  
   

 

(b) The difference between planned and actual results which leads an organization 

 into having less profit than forecast is called: 
 
 (i) An adverse variance 

 (ii) A favourable variance  

 (iii) A loss 

(v) A profit 

 

(c) Which of the following would constitute a set of discrete data?  
 

 (i) Time taken to travel to work each day over one year. 

 (ii) Age of applicants applying for catering jobs in a large hotel chain over a  

3 month period.  
 
 (iii) Number of cars passing a census point each minute over a 3 hour period.  

 (iv) Weights of a consignment of tins of tomatoes.  
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(d) A cost driver is: 
 

(i) a unit of activity which causes costs 

(ii) a long term variable cost 

(iii) equivalent to a cost centre 

(iv) the amount of overhead caused by an activity. 
 

(e) A sample of 5% of employees of Alekeni Anene Chain of Stores is required for 

research purposes.   
 

 Required: 

 

Which one of  the following methods would provide the best simple random 

sample? 
 

(i) Wait in a car park of a randomly selected store and select every tenth 
employee driving into work. 
 

(ii) Use random number tables to select one in twenty of the branches and 
then select all the employees. 

 
(iii) Select a branch randomly and use personnel records to choose randomly  

1 in 20. 

 
(iv) Select randomly 5% of all employees from personnel records at head 

office. 
 

(f) Direct wages should always be classified: 

 
(i) as variable costs 

(ii) according to their actual behaviour 

(iii) as fixed costs 

(iv) as semi-fixed costs. 
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(g) Which of the following statements is false? 
 

(i) Sometimes the mean cannot be calculated for a large set of values.  

(ii) The mean is not necessarily one of the original values. 

(iii) The mean is affected by extreme values.  

(iv) In a grouped frequency distribution, the mean can only be estimated.  
 

 

(h) Using process costing, the amount of cost transferred to the finished goods stock 
is the cost of: 

 
(i) the equivalent production for the period 

(ii) the units started and completed during the period  

(iii) the units completed during the period 

(iv) the units in the opening finished goods stock. 
 

(i) Over 11 successive workdays, an employee of a company registered the following 
number of complete hours worked: 

 
35,   36,   36,  36,  40,  38,  40, 37, 35,  42,  43 
 

Required: 

 

Which of the following is the median number of hours worked? 
 
(i) 36 

(ii) 37 

(iii) 38 

(iv) 39 

 
(j) Relevant information for decision making: 
 

(i) is incremental to the decision in hand 

(ii) can include sunk costs 

(iii) usually includes historical costs 

(iv) includes all of the above. 
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(k) ABC Ltd advertises that it charges 1% per month interest.   
 

 Required: 

 

What is its actual (or annual) percentage rate over a period of one year? 
 

(i) 12% 

(ii) 12.4% 

(iii) 12.7% 

(iv) 11.2% 

 
(l) What is the name of the amount paid in excess of the normal hourly rate for 
 overtime hours? 

 
(i) Overtime special payment 

(ii) Overtime premium 

(iii) Bonus 

(iv) Overtime excess 
 

(m) Which of the following is not a type of random sampling? 
 

(i) Systematic sampling 

(ii) Multi-stage sampling 

(iii) Stratified sampling 

(iv) Quota sampling  

 
(n) A car hire company has a mean average number of complaints of 12 with a 

 standard deviation of 3.   
 
 Required: 

 

Find the coefficient of variation: 

 
(i) 0.25% 

(ii) 25% 

(iii) 4% 

(iv) 400% 
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(o) A function or department of an organization that is headed by a manager who has 
direct responsibility for its performance is called: 

 
(i) A profit centre 

(ii) An investment centre 

(iii) A cost centre 

(iv) A responsibility centre 
 

(p) A loan of K2,000,000 is to be paid back with 15 equal year-end payments. If the 
 interest rate is fixed at 6% per annum, the year-end payment will be closest to: 

 
(i) K205,930 

(ii) K141,330 

(iii) K834,000 

(iv) K319,540 

 

(q) Which of the following is the formula for calculating an overhead absorption rate? 
 

(i) Actual activity level   budgeted total overhead 

(ii) Budgeted total overhead   actual activity level 

(iii) Budgeted total overhead   budgeted activity level 

(iv) Budgeted activity level   budgeted total overhead. 

 
(r) The most frequently occurring value in a set of data is called: 

 
(i) mean 

(ii) mode 

(iii) median 

(iv) standard deviation 
 

(s) Which is the correct description of a flexible budget? 
 

(i) A budget that can be changed according to circumstances 

(ii) A budget that is open to negotiation 

(iii) A budget that is adjusted according to actual activity 

(iv) A budget that is used for planning purposes only. 
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(t) What term is used to describe charging an item of overhead expenditure in its 
 entirety to one specific cost centre? 

 
(i) absorption 

(ii) apportionment 

(iii) re-apportionment 

(iv) allocation. 
1 Mark each 

(TOTAL : 20 MARKS) 

 

SECTION B 
 

Answer ALL questions in this Section 

 
2. (a) State four reasons why cash flows, and not accounting profits, are used in 

 calculating discounted cash flow (DCF).                        4 Marks 
 
(b) State two major differences between net present value (NPV) and internal rate of 

  return (IRR).                                         6 Marks 

 

(c) Mchawe Ltd is about to undertake a new project which requires it to invest in a 
specialized machine costing K75,000,000.  The project will last for five years, 
after which it is estimated that the scrap value of the machine will be K1,250,000, 

to be received at the end of the sixth year.    
 
 It is necessary to inject money into the project at the end of each year to ensure 

that the machine is kept in good working order for the next year of the project.  
The amount needed at the end of the first year is K1,000,000 and it is estimated 

that this amount needs to be increased by 10% at the end of each succeeding year 
over the entire period of the project. 

 

 The revenue produced from the project through the use of the machine is 
estimated to be K20,000,000 at the end of the first year, and will increase by 7.5% 

at the end of each succeeding year over the entire period of the project. The 
company‟s cost of capital is 15%.  (Ignore taxation and inflation). 

 

 Required: 

 

(i) Calculate the net present value (NPV) of the project, to the nearest 
decimal point.                                   8 Marks 

 

(ii) Based on your answer to (i) above, state whether or not Mchawe Ltd 
should invest in the specialized machine.             2 Marks 

(TOTAL : 20  MARKS) 
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3. Mfiti Idzafanso Ltd makes three products and is reviewing the profitability of its product 
line.  You are given the following budgeted data about the firm for the coming year:  

 
Product 

Sales (in units) 
 
Revenue 

Costs: 
     Material 

     Labour 
     Overhead 
 

Profit/(loss) 

          A 

    100,000 
          K 
 1,500,000 

 
    500,000 

    400,000 
    650,000 
 1,550,000 

    (50,000) 

         B 

    120,000 
          K 
 1,440,000 

 
    480,000 

    320,000 
    600,000 
 1,400,000 

      40,000 

         C 

      80,000 
          K 
    880,000 

 
    240,000 

    160,000 
    360,000 
    760,000 

    120,000 
    

The company is concerned about the loss on product A.  It is considering ceasing 
production of it and switching the spare capacity of 100,000 units to Product C. 
 

You are also given the following information: 
 

(1)       All production is sold. 
 

(2) 25 percent of the labour cost for each product is fixed in nature.  

 
(3)       Fixed administration overheads of K900,000 in total have been apportioned to 

 each product on the basis of units sold and are included in the overhead costs 
 above.  All other overhead costs are variable in nature. 

 

(4)       Ceasing production of product A would eliminate the fixed labour charge 
 associated with it and one-sixth of the fixed administration overhead apportioned 

 to product A. 
 
(5) Increasing the production of product C by 100,000 units would mean that the 

fixed labour cost associated with product C would double, the variable labour cost 
would rise by 20% and its selling price would have to be decreased by K1.50 in 

order to achieve the increased sales.  
 
Required: 

  
(a) Prepare a statement of contribution for a unit of each product:  

 
(i) on the basis of the original budget             7 Marks 

(ii) assuming product A is discontinued.                        3 Marks 
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(b)    Prepare a statement showing the contribution for each product and the profit for the           
         group: 

 
(i) on the basis of the original budget             2 Marks 

(ii) assuming product A is discontinued.                        4 Marks 
 

(c) Using your results from (a) and (b) above, advise management whether or not 
product A should be removed from the product range.  Give reasons for your 
answer.                                  4 Marks 

(TOTAL : 20 MARKS) 

 

 

 

4. (a) State the difference between “regression” and “correlation” analysis.       2 Marks 

 
(b) „Correlation does not prove causation‟. 

 

Required: 

 

State, with examples, whether or not this statement is true.                   4 Marks 

 

(c) The following data relate to new fixed line telephone connections and new 
 cellular phone connections: 

 

Year 
 

2007 
2008 
2009 

2010 
2011 

2012 
2013 
2014 

Fixed line telephone 
       (Millions) 

           13.4 
           13.8 
           11.6 

           10.4 
           10.3 

           12.6 
           11.2 
             9.6 

    Cellular phones 
         (Millions)  

              5.0 
              6.8 
              8.3 

              9.6 
            10.7 

            12.0 
            12.7 
            12.9  

 
Required: 

 

(i) Calculate the product moment correlation coefficient between the number 
of fixed line telephone connections and the number of cellular phone 

connections.                10 Marks 
 

(ii) Comment on your results found in (i) above.                        4 Marks 
(TOTAL : 20 MARKS) 
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5. (a) State four advantages and four disadvantages of standard costing to the  
  management of a firm.                                                       8 Marks 

 
(b) The Parks and Recreation department of Ntchenachena Town Assembly has been 

awarded a contract to clean the town‟s streets against competition from private 
firms.  The contract price is K6.20 per kilometre of road and the budget and actual 
results for the quarter to December 2014 were as follows: 

 
Budget 

12,500 kilometres of cleaning at K6.20/km 
Direct labour           (3,200hrs @ K7) 

Direct materials     (1,250 kgs @ K5) 
Variable overheads (3,200hrs @ K4.50) 
Fixed overheads     (3,200 hrs @ K8) 

Budgeted surplus 
 

Actual 

11,750 kilometres cleaned @ K6.20/km 

Direct labour     (3,050 hrs @ K7.10) 
Direct materials (1,160 kgs @ K5) 
Variable overheads 

Fixed overheads 
Actual surplus 

   K 

 
22,400 

  6,250 
14,400 
25,600 

 
 

 
 
 

21,655 
  5,800 

13,945 
25,100 

    K 

77,500 
 

 
 
68,650 

  8,850 
 

 
 
72,850 

 
 

 
66,500 
  6,350 

 
Required: 

 

Calculate the following: 
 

(i) Sales margin quantity variance             2 Marks 

(ii) Labour rate variance                                                                          1 Mark 

(iii) Labour efficiency variance                                           1 Mark 

(iv) Material usage variance                                                                     1 Mark 

(v) Variable overhead expenditure variance                                            1 Mark 

(vi) Variable overhead efficiency variance                                               1 Mark 

(vii)  Fixed overhead expenditure variance                                                1 Mark 

(viii) Fixed overhead capacity variance                                                      1 Mark 

(ix) Fixed overhead efficiency variance                                                  3 Marks 
12 Marks 

(TOTAL : 20 MARKS) 

E N D  


