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INSTRUCTIONS: 
· Answer question one and any other three questions
· Do not write on the question paper 

Question one 
[bookmark: _GoBack]a) Bidco Producers ltd. produces a certain food product that passes through three processes namely P, Q, R. The normal wastage of each process is as follows: Process P 3%, Q 5% and R is 8%. The wastages for P, Q and R are sold at sh 1, sh 2 and sh 3 per unit respectively. 9,000 units were introduced in process P on 1st January 2020 at a cost of sh I per unit. Other costs are as follows
	Particulars
	Process P
	Process Q
	Process R

	Sundry materials (sh)
Direct labour (sh)
Direct expenses (sh)
Actual ou ut
	1,000
5,000
1,050
9,500 units
	1,500
8,000
1,188
9,100
	500
6,500
2,009
8,100


There were no opening and closing stocks both materials and finished goods.
 Required:
a) Process accounts P, Q and R 							(15 marks)
b) Abnormal loss/gain account (if any) 						(3 Marks)
b) A company makes a single product with a sales price sh.20 and a variable cost of sh. 8. Fixed costs are sh. 100,000 per annum.
a) Number of units to break even and breakeven point in shilling 		(3 marks)
b) What number of units will need to be sold to achieve a profit of sh30,000 after tax p.a .												(4 marks)
c) Explain the advantages of cost accounting to an organization 			(5 marks)

QUESTION TWO
a) The following information relates to Bei poa Limited.

					Kshs. 		
per Unit
Direct labour				10
Direct materials			30
Fixed production overhead		15
Variable production overheads	35
90

Selling price of each unit is Kshs. 100.
Production and sales quantities for the first quarter were as follows
1 st Quarter
Production 	9,000
Sales	7,000
Actual Fixed production overheads amounted to Kshs.70, 000 Variable selling cost is 10% of sales value Required:
i) Income statement using marginal and absorption costing. 		[10 Marks] 
ii) Reconcile the profits under the two methods 				(4 marks)
b) Distinguish between marginal costing and absorption costing 		(6 marks)

QUESTION THREE
a) Kipepeo Furniture's Ltd manufactures a wide range of home furniture. Recently, the company added to its range a sideboard. The standard cost specification for each sideboard is given below:
	Material	Timber	 8kg at Sh.300 per kg
	    	Varnish 0.5 litres at Sh.350 per litre
	Labour	8 hours at Sh.80 per hour
Budgeted variable overhead 38,000
[image: ]During the month of September 2020, 650 sideboards were manufactured. The actual quantities and costs incurred were as follows
	
	Quantity
	Sh.

	Material: Timber
	4500 kg
	[image: ]

	Varnish
	290 litres
	89,900

	Labour hours
Actual variable overheads 48,000
	5200hrs
	364,000


Required
Calculate the following variances indicating whether they are favorable (F) or Adverse (A):
	a) Material price variance
	( 3 marks)

	b) Material usage variance
	(3 marks)

	c) Material Cost Variance
	(2 marks)

	d) Labour rate variance
	(3 marks)

	e) Labour efficiency variance
	(3 marks)

	f) Labour Cost Variance
	(2 marks)


b) Explain 4 types of standards used in organization 				(4 marks)

QUESTION FOUR
a) A company has prepared a schedule of estimated costs for the coming year. The schedule was prepared on assumption that production would amount to 820,000 units. Cost have been classified as either fixed or variable according to the judgment of the financial controller.
	[image: ]
		Item
	Total Cost' 000'

	Direct materials
	37,500

	Indirect labour 180,000 fixed
	194,200

	Rent fixed
	236,420

	Electricity 40% fixed
	27120

	Equipment depreciation fixed
	181,000

	Equipment maintenance 9000 fixed
	24,330

	Property taxes Ksh 7000 fixed
	14100

	Data processing Ksh 10000 fixed
	11220

	Technical support fixed
	16940






i Determine the cost estimation equation using account analysis method. 	[6 marks]
ii Explain scatter graph method of cost estimation. 				[2 marks]

b) Distinguish between the following terminologies
(i) Fixed costs and Variable costs						[3 marks]
(ii) Cost unit and unit cost							[3 marks]
(iii) Incremental cost and sunk cost						[3 marks]
(iv) Cost allocation and cost Apportionment					[3 marks]
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