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1. (a) Different managers will require different information in order to facilitate  
  decision-making  depending  on  the  nature  of  the organization and  

  individual responsibilities. 
 

  Which of the following is least likely to be true?  
 

(i) Senior management will be interested in the financial statements, 

probably on a monthly basis to help make strategic decisions; 
 

(ii) The human resources manager will require information on 
absenteeism analyzed by department and reason for absence; 

 

(iii) A factory supervisor will want details of order enquiries taken by 
the sales team each day in order to help plan production levels. 

 
(iv) A sales manager will want a weekly report of orders achieved by 

each sales team to help assess their effectiveness. 

 

(b) A company maintains an inventory control database.  What is most likely 

to occur when suppliers cannot deliver goods on time? 
 

(i) Inventory levels will become too high; 

(ii) Customer demand will rise accordingly; 

(iii) Suppliers’ delivery quantities will be lowered; 

(iv) Customer orders will not be satisfied. 

 
 

(c) Which of the following would be classified as a fixed cost in the operation 
of a motor vehicle? 

 

(i) petrol; 

(ii) insurance; 

(iii) oil change every 10,000 kilometres; 

(iv) tyre replacement. 
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(d) A unit of product or service to which costs can be related is known as: 
 

(i) a cost unit; 

(ii) a cost centre; 

(iii) a product unit; 

(iv) a service unit. 
 

(e) In a period of rising prices, which one of the following will be true with a 

FIFO system of costing inventory when compared to LIFO? 
 

(i) Product costs are overstated and profits understated; 

(ii) Product costs are understated and profits overstated; 

(iii) Product costs are overstated and profits overstated; 

(iv) Product costs are understated and profits understated. 

 

(f) 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 over a 3 month period 

in a large hotel chain. 

 
(iii) Weights of a consignment of tins of plum tomatoes. 

 
(iv) Number of cars passing a census point each minute over a 3 hour 

period. 

 
(g) Which one of the following is a false statement: 

 
 (i) The mean is not necessarily one of the original values; 

 (ii) The mean is affected by extreme values;  

(iii) Sometimes the mean cannot be calculated for a large set of values; 

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

 

 

Continued/…… 
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(h) Sales of a particular product are recorded weekly for a period of 48 weeks.  
The 4–point (centred) moving averages are plotted on a graph.  How many 

points are plotted? 
 

(i) 44; 

(ii) 45; 

(iii) 46; 

(iv) 48 

 
(i) Which of the following is an incorrect statement? 

 
(i) The product moment correlation coefficient can be used with non-

numeric data; 

 
 (ii) The rank correlation coefficient can be used as an approximation to 

  the product moment correlation coefficient; 
 

(iii) The rank correlation coefficient can be used with non-numeric data; 

 
(iv) The product moment correlation coefficient is the definitive 

measure of correlation. 
 

(j) Using process costing, the amount of cost transferred to 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. 
 

(k) If the total expenditure on cost type X was expressed as a cost per unit of 
the product, X would be classified as variable if: 

 

 (i) the cost per unit changed with the level of activity; 

 (ii) the cost per unit remained constant with changes in the level of 

 activity; 
(iii) the cost per unit was affected by inflation; 

(iv) the total expenditure on X remained the same. 
 

Continued/…… 
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(l) In a budgeting system, goal congruence is achieved when: 
 

(i) the actual expenditure equals the budget; 

(ii) the budgeted allowance is agreed by the manager; 

(iii) management by exception is practised; 

(iv) personal and organizational objectives coincide. 

 

(m) The margin of safety is: 
 

(i) sale minus variable costs; 

(ii) the difference between actual sales and budgeted sales; 

(iii) the difference between budgeted sales and the breakeven sales; 

(iv) the difference between actual sales and the breakeven sales.. 

 
(n) Which one of the following options is a financial comparison? 
  

(i) Profit compared to last month; 

(ii) Number of units produced compared to last year; 

(iii) Customer satisfaction compared to last month; 

(iv) Number of units sold compared to last year. 
 

(o) What is the name given to the costing method where the cost of goods sold 

and the value of closing inventory include an element of indirect costs or 
overheads? 

 
(i) Marginal costing; 

(ii) Activity-based costing; 

(iii) Process costing; 

(iv) Absorption costing. 
 

 

(p) Which one of the following options would not help management 
information to be understood? 

 
(i) Avoiding unexplained technical terms; 

(ii) Lots of details 

(iii) Using charts, diagrams and tables 

(iv) Asking the users’ view on required information and presentation. 
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(q) Where the probability of an event is based on past data and the 
circumstances are repeatable by test, the probability is known as: 

 
(i) subjective probability; 

(ii) outcome; 

(iii) objective probability; 

(iv) conditional probability. 
 

(r) A series of quantities where each value is obtained by multiplying the 
previous value by a constant is called: 

 
(i) geometric progression; 

(ii) arithmetic progression; 

(iii) mean; 

(iv) mode. 
 

(s) The point of maximum frequency density is called: 
 

(i) mean; 

(ii) median; 

(iii) standard deviation; 

(iv) mode. 
 

(t) Additional stock which is held as an insurance against above average 
demand during the lead time is called: 

 

(i) free stock; 

(ii) buffer stock; 

(iii) economic order quantity; 

(iv) reorder level. 
1 Mark each 

 (TOTAL : 20 MARKS) 
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2. You have been engaged as a consultant to Zamara Manufacturing Company to provide 
advice on the most profitable production plan for the company. 

 
 The company makes three products X, Y and Z and the appropriate data are as follows : 

 
                       Cost per unit  
 

 
Direct materials 

Direct Labour process A 
Direct Labour process B 
Direct Labour process C 

Variable overheads 
Fixed costs 

Total costs 
 
Selling price 

 

Product X 

       K 
     150 

     360 
     150 
     180 

     300 
     200 

   1340 
 
   1500 

Product Y 

       K 
     450 

     300 
     180 
       90 

     200 
     200 

   1420 
 
   1900    

Product Z 

       K 
     300 

     450 
     300 
     360 

     500 
     200 

   2110 
 
   2600  

 

 The rates of pay for the direct labour are Process A K90 per hour, Process B K100 per hour 
and Process C K90 per hour and you are advised that the labour in Process B is in short 
supply and cannot be increased. 

 
 Fixed costs are recovered on a unit basis and the current production and forecasts for the 

three products are shown below. 
 

 

 
Current production 

Forecast of maximum sales possible 
 

Product X  

    Units 
  100,000 

  120,000 
 

Product Y 

   Units 
   50,000 

   70,000    

Product Z 

   Units 
   60,000 

   90,000      
 

 Required: 

 

(a) Advise the company on the most profitable mix of production showing what 

improvement in profitability is possible.                                                   17 Marks 

 

(c) State three reservations which should be considered regarding any such 
production revision arising from (a) above.             3 Marks 

                                (TOTAL : 20 MARKS) 

 
 

 
 

Continued/…… 
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3. Kakwale Health and Fitness Centre has to buy one of the two types of machine, A or B. 
Machine A would cost K400,000, half of which would be due on delivery, the remainder 

a year later.  Machine B would cost K480,000, with payment due in the same way as for 
Machine A.  Both machines last for 6 years and have an expected scrap value of 10% of 

their original cost price.  Taking into account operating costs and maintenance, Machine A 
would produce year-end net operational cash flows of K80,000 and Machine B year-end 
net operational cash flows of K100,000.  In both cases the relevant cost of capital is 10% 

each year. 
 

 Required: 

  
(a) Calculate the net present value of each machine.                                  9 Marks 

 
(b) Recommend which machine should be bought, giving your reasons and 

assumptions.                                                                                              3 Marks 

 

 (c) State four assumptions underlying the basic DCF appraisal methods.      4 Marks 

 
(d) For investment appraisal purposes, state four reasons for using cash flows.        

                 4 Marks 

      (TOTAL: 20 MARKS) 

 

4. Kaka shop has space to display one of two different products, coded Nana and Papa. The 
demand for each product can take three levels, high, medium or low.  The shop manager 

has assessed the probabilities of each level of demand and the corresponding profit.  The 
details are given below: 

 

 Nana Product 
  

  Level of demand  Probability  Profit 
       High        0.2   K1,000 
       Medium        0.5   K600 

 
 The profit for low demand is K100 

 
Papa Product 

  

  Level of demand  Probability  Profit 
       High        0.3   K600 

       Medium        0.3   K500 
 
 The profit for low demand is K425 

 
 

 
Continued/…… 
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Required: 

 

(a) Using the criterion of maximum expected profit, what product should the shop 
 display?                        4 Marks  

          
(b) State two advantages of Expected Value as a decision criterion.             2 Marks 

 

(b) The shop has commissioned a market research firm to undertake a survey and the 
(c)  shop manager has asked you to explain some of the terms contained in the market 

research firm’s proposal. 
 
            Required: 

 

 Explain the following terms and say what measures of location and dispersion it 

would be appropriate to use in any analysis of the samples: 
 

(i) Random sample 

(ii) Quota sample 

(iii) Cluster sample 
             3 Marks 

 

 (d) Describe the relationship between an opportunity loss and expected value.  
         2 Marks 

 
 (e) State briefly whether or not the following pair of events are independent, and why. 
 

(i) Shorthand typist and brown eyes. 

(ii) Any two mutually exclusive events. 

(iii) Earning a large salary and paying a large amount of income tax. 
       3 Marks 

 
(f) Frozy is sold at an average rate of 45 per day and can be manufactured at a rate of 

450 per day.  The set-up cost of the machine to produce Frozy is K10,000 per batch 
and the stockholding costs are 20% per annum of stock value.  Labour charges are 
K4, materials K5 and overheads K6 per bottle.  Assume that there are 300 days in 

a year. 
 

 Required: 

 

 Determine: 

 
(i) the economic batch quantity              3 Marks 

(ii) the total costs per bottle.               3 Marks  
  (TOTAL: 20 MARKS) 
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5. (a) State four human aspects of budgeting which may affect the budget process. 
                          4 Marks 

 
(b) Mbembe Ltd has a cash balance of K2,700,000 at the beginning of March 2016.  

Creditors give 1 month credit.  Salaries are paid in the current month.  Fixed costs 
are paid one month in arrears and include a charge for depreciation of K500,000. 

 

 Credit sales are settled as follows: 
 

 40% in month of sale 
 45% in next month and 
 12% in the following month 

 The balance represents bad debts. 
 

 The following data is available for Mbembe Ltd: 
 
  

 
Month 

 
Jan 
Feb 

March 
April 

May 

 
Cash sales 

   K’000 
 
 

    2,000 
    2,200 

    2,500 

Credit 
Sales 

K’000 
  7,400 
  8,200 

  8,000 
  9,000 

10,000 

 
Purchases 

   K’000 
   5,520 
   6,120 

   6,000 
   6,900 

   7,500 

 
Salaries 

 K’000 
     900 
     900 

     950 
     950 

  1,000 

Fixed 
overheads 

 K’000 
  3,000 
  3,000 

  3,000 
  3,200 

  3,200   
 
 Required: 

 

Prepare a cash budget for March, April and May 2016.                    10 Marks 

 

 (c) (i) State three arguments for the use of marginal costing in routine cost  

   accounting.                3 Marks 

 

  (ii) Briefly describe normal process losses and their accounting treatment in  
   process costing.               3 Marks 

                       (TOTAL : 20 MARKS) 

 

 
 

E N D  


