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question paper.  However, you will not be allowed, under any circumstances, to open 

the answer book and start writing or use your calculator during this reading time.  
 
2. Number of questions on paper - 7. 

 
3. This paper is divided into Sections A and B. 

  

4. SIX questions ONLY to be answered as follows:-. 
  

SECTION A - Question 1 is divided into items a – t.  This is a compulsory 
multiple choice question and MUST be attempted.  Indicate the correct answer to 

each item by circling (i), (ii), (iii) or (iv) on the specially prepared answer sheet. 
Fasten the answer sheet to the main answer book.  

 

5. SECTION B – Answer any FIVE questions from this Section.  
 

6. Formulae Sheet, Graph Paper and Financial Tables are provided.  
 
7. This question paper must not be removed from the examination hall.  

 
8. DO NOT OPEN THIS PAPER UNTIL YOU ARE INSTRUCTED BY THE 

INVIGILATOR  
 

This question paper contains 11 pages 

 
 



 

 

1 

SECTION A 

 

This is a compulsory multiple choice question.  

Answer ALL the items of this question 

 
1. (a) Significant digit codes are: 
 

(i) to enable a code to be self-checking; 

(ii) where some of the digits are part of the description; 

(iii) only used for raw materials; 

(iv) a means of combining expenditure and location codes. 
 

(b) A cost driver is: 
 

(i) a unit of activity which causes costs; 

(ii) the amount of overhead caused by an activity; 

(iii) a long term variable cost; 

(iv) equivalent to a cost centre.  

 

(c) A cost centre is: 

 
(i) a unit of production in relation to which costs are ascertained; 

(ii) a location or department which incurs costs; 

(iii) a location which is responsible for controlling direct costs; 

(iv) part of the overhead system by which costs are gathered together.. 
 

(d) A standard hour: 
 

(i) is any hour in which standard labour rates are paid; 

(ii) is one where operatives work for 60 minutes; 

(iii) is a measure of work content; 

(iv) is the number of hours worked above normal time. 
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(e) Relevant information for decision making: 
 

(i) can include sunk costs; 

(ii) is incremental to the decision in hand; 

(iii) usually includes historical costs; 

(iv) does not include fixed costs. 
 

(f) The margin of safety is: 
  
 (i) sales minus variable cost; 

(ii) the difference between zero sales and breakeven sales; 

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

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

 
(g) Direct wages should always be classified: 

 
 (i) according to their actual behaviour; 

 (ii) as variable costs; 

(iii) as fixed costs; 

(iv) as semi-fixed costs. 
 

(h) A unit of product or service to which costs can be related is known as: 
 

(i) a cost centre; 

(ii) a cost unit; 

(iii) a product unit; 

(iv) a service unit. 

 
(i) A function or department of an organization that is headed by a manager 

who has direct responsibility for its performance is called : 
 

(i) a responsibility centre; 

 (ii) a profit centre; 

(iii) an investment centre; 

(iv)  a cost centre. 

Continued/……  
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(j) A system where the amount paid per unit increases as the individual’s 
production increases in known as: 

 
(i) shift work; 

(ii) idle time work; 

(iii) bonus scheme; 

(iv) differential piecework. 
 

(k) 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) allocation costing; 

 (ii) activity based costing; 

(iii) absorption costing; 

(iv) apportionment costing. 

 

(l) A difference between planned and actual results which results in the 

organization having less money than forecast is called: 
 

(i) a loss; 

(ii) an adverse variance; 

(iii) a favourable variance; 

(iv) a profit. 

 

(m) Simple interest is: 

 
(i) interest which is earned in equal amount every period and is given 

in proportion to the original amount; 

 
(ii) interest which is easy to calculate; 

(iii) interest which is earned on top of other interest earned; 

(iv) interest which is calculated by means of compounding. 
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(n) The process whereby the computer is activating its program as it is being 
switched on is called: 

  
(i) debugging; 

(ii) assembling; 

(iii) booting; 

(iv) screening. 
 

 
(o) A constant sum of money earned each year for a given number of years is 

called: 
 

(i) interest; 

(ii) annuity; 

(iii) premium; 

(iv) salary. 

 

(p) An order quantity which minimizes holding costs and ordering costs is 
called: 

 
(i) buffer stock; 

(ii) average stock; 

(iii) replenishment stock; 

(iv) economic order quantity.  
 

(q) The discount rate which gives zero net present value is called: 
 

(i) compound interest rate; 

(ii) accounting rate of return; 

(iii) internal rate of return; 

(iv) annual rate. 
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(r) Which of the following is not a hardware component of a computer? 
 

 (i) a mouse; 

(ii) a keyboard; 

(iii) a modem; 

(iv) a database. 
 

(s) A general purpose calculation program in which data and labels are 
entered in cells, with all operations being performed on the contents of the 
cells is called: 

 
(i) spreadsheet; 

(ii) utility program; 

(iii) database; 

(iv) cell. 
 

(t) A file containing information on transactions that is used to update the 
master file is called: 

 
(i) a master file; 

(ii) an ancestral file; 

(iii) a transaction file; 

(iv) a back up file. 
1 Mark each 

 (TOTAL : 20 MARKS) 
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SECTION B 

 

Answer FIVE questions ONLY from this Section 

 

2. The following data relates to an item of raw material: 
 

Cost of raw material 

Usage per day 
Minimum lead time 

Maximum lead time 
Cost of ordering materials 
Carrying costs 

K100 per kg 

1,000 kg 
200 days 

300 days 
K4,000 per order 
10% per annum 

 
Assume that each year consists of 48 working weeks of 5 days per week. 

 
Required: 

 

            (a) Calculate: 
 

  (i) The re-order level                                                 2 Marks 

(ii) The re-order quantity                                     3 Marks 

(iii) The maximum level                          2 Marks 

      (iv) The minimum level.                                                                         2 Marks 

 

(b) State any four assumptions behind the basic EOQ formula.                       4 Marks 

 

(c) Mention any three problems that one may encounter in determining the economic 

  order quantity.                                       3 Marks 

                                (TOTAL : 16 MARKS) 

 
 
 

 
 

 
 
 

 
 

 
 

Continued/…… 

 



 

 

7 

3. (a) A maintenance manager has recorded the time taken by maintenance staff to  
  repair a particular type of equipment fault.  The following table shows the time 

  taken, in minutes, to repair 500 recent faults: 
  

Time taken (minutes) 

Under 10 

10 and under 20 
20 and under 30 
30 and under 40 

40 and under 50 
50 and under 60 

60 and over 

Frequency 

     56 

     108 
     162 
     102 

     46 
     26 

     0 
 

  Required: 

 

(i) Calculate the mean of the time taken to repair faults.                     4 Marks 

(ii) Calculate the standard deviation of the time taken to repair the faults.    
                                                                                4 Marks 

 

(b) State any four features of each of the following measures of dispersion: 
 

(i) Median                           4 Marks 

(ii) Mode                                                  4 Marks 

      (TOTAL: 16 MARKS) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Continued/…… 

 



 

 

8 

4. Demo Ltd has investigated the possibility of investing in a new machine.  The following 
data have been extracted from the report relating to the project: 

 
 Cost of machine on 1 January 2014:  K20,000,000 

 Life:  4 years to 31 December 2017 
 Estimated resale value at 31 December 2017 is K4,000,000 
 Profit is calculated after deducting straight line depreciation. 

 
Year 

 
2014 
2015 

2016 
2017 

Project expected profits at end of the year 

 
K8,000,000 
K7,000,000 

K4,000,000 
K3,000,000 

 
 The company’s cost of capital is 16%. 
 

 Required: 

 

(a) Calculate the following: 
 
(i) The payback period, to one decimal place.                                       1 Mark 

(ii) The accounting rate of return, using the average investment method. 
2 Marks 

(iii) The net present value (NPV).                         5 Marks 

 

(b) State any three advantages and two disadvantages of the payback method of 
investment appraisal.                           5 Marks 

 
(c) State and explain two features of discounted cash flow (DCF) methods.   3 Marks 

  TOTAL: 16 MARKS) 

 

 

 

 

 

 

 

 

 

 

Continued/…… 

 



 

 

9 

5. You have been asked to examine the performance of a subsidiary company for October 
2013. The subsidiary supplies industrial adhesive boards to the building industry. The 

standard cost of one board for October 2013 was as follows: 
 

Direct material   5 kg @ K40 per kilo 
Direct labour      4 hours @ K60 per hour 
Overheads (based on an overhead absorption rate of K40  

per labour hour) 

  K 

200 
240 
 

160 
600 

 
 The standard selling price of one unit was K1,000 and budgeted sales were 

120,000 boards.  All overheads are fixed in nature.  

 
 The actual results were: 

 
 130,000 boards were made and sold for a total of K130,000,000 
 Direct material used was 660,000 kg at a total cost of K27,588,000 

 Direct labour was 533,000 hours at a cost of K32,513,000   
  

Actual fixed overheads were K22,000,000 
 

Required: 

 

(a) Calculate the following: 

 
(i) Material price variance                

(ii) Material usage variance                

(iii) Labour rate variance                 

(iv) Labour efficiency variance                

(v) Fixed overhead expenditure variance               

(vi) Fixed overhead capacity variance               

(vii)  Fixed overhead efficiency variance                        7 Marks 
          

(b) Prepare a variance report for management for October 2013 reconciling the 
 standard profit expected at actual production with actual profit.  C learly show the 
 total variance for each element of cost. (Note that sub-variances are not required).  

                                   4 Marks 

(c) In what ways may variance analysis be made more useful for management?  

           5 Marks 
      (TOTAL : 16 MARKS) 
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6. Yoyo Limited commenced business on 1 July 2013 making one product only, the 
standard cost of which is as follows: 

 
 

Direct labour 
Direct material 
Variable production overhead 

Fixed production overhead 
Standard production cost 

  K 

  50 
  80 
  20 

  50 
200 

 
 The fixed production overhead figure has been calculated on the basis of a budgeted 

normal output of 360,000 units per annum. 

 
 You are to assume that there were no expenditure or efficiency variances and that all the 

budgeted fixed expenses are incurred over the year.  
 
 Selling, distribution and administration expenses are: 

 
  Fixed    K12,000,000 per annum 

  Variable  15% of the sales value 
 
 The selling price per unit is K350 and the number of units produced and sold were: 

 
  Production   20,000 units 

  Sales   15,000 units 
 
 Required: 

  
(a) Prepare profit statements for the month of July 2013 using: 

 
(i) marginal costing: and                          5 Marks 

(ii) absorption costing.                          5 Marks 

 
(b) Prepare a reconciliation of the profit and loss figures in your answers to (a)(i) and 

(a)(ii) above.  Briefly explain your answer.              2 Marks 
 

(c) State any two arguments for the use of each of the following costing methods in 
routine cost accounting:  
 

(i) Marginal costing                          2 Marks 

(ii) Absorption costing                                     2 Marks 

        (TOTAL: 16 MARKS) 
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7. (a) Distinguish between batch processing and on- line processing of data for  
 computer applications.                                                           4 Marks 

 
(b) State any four features of each of the following computer processing methods: 

(i) Batch processing                          4 Marks 

(ii) On-line processing                          4 Marks 

(c) State four reasons why computers are useful for cost accounting.             4 Marks 

             (TOTAL : 16 MARKS) 

 

E N D   


