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INSTRUCTIONS:
· Answer question ONE (Compulsory) and any other TWO questions.
· Do not write on the question paper

QUESTION ONE
a) Management accounting is a branch of accounting that is concerned with provision of specific 
   purpose information concerning a particular segment of the organization.  Explain the 
   objectives of management accounting.						[10 Marks]
b) Differentiate the following terminologies
   i.  Maximax decision rule and Maximin decision rule.				[3 Marks]
  ii.  Joint product and by products.							[3 Marks]

c) The following data relates to Africa ltd company which is typing to set the selling prices of one of its products.  There are any three prices that are under consideration.  These are Sh.4, Sh.4.40. the following information about the units of each condition and price are provided below;
  	Alternative condition price 		    Sh.4		    Sh.4.30		Sh.4.40
	Best possible				   16,000	    14,000		12,500
	Most likely 				   14,000	     12,500		12,000
	Worst possible				    10,000                8,000		  6,000
	The fixed cost is provided at Sh. 2 per unit

Required
Advice the African company ltd on the best to set using the two decision criteria.
a.  Maximin decision criteria								[7 Marks]
b.  Maximax decision criteria								[7 Marks]
[bookmark: _GoBack]QUESTION TWO
a) Migori lubricants is a manufacturing company that produces types of products.  The following information relates to the production of the company.

Details					X		Y		Z
Selling price				1000		1500		1000
Variable cost				 800		1000		 500

Number of units produced & sold	30		 40		 10

The total fixed cost of manufacturing three products is set at Sh.186,000.

 Required.
i.  Compute the Break Even Point in units for the whole company and for each product.
											 [9 Marks]
ii.  Computer the Break Even Point in Shillings for the whole company and for each unit.
											[8 Marks]
b) Explain the concept of multiproduct Break Even Point as used in management accounting. 
											[3 Marks]

Question Three
a) Dicons Ltd is a manufacturing company that has three product lines in the same departments.  The component product lines are D1, D2 & D3.  The company is contemplating dropping product line D2, which has been operating at losses.  The following information is given.

DETAILS			D1		D2		D3
Sales (shs)			20,000		30,000		35,000
Valuable cost (sh)		10,000		25,000		20,000
Fixed price (sh)		8,000		10,000		10,000
Profit 				2,000		(5,000)		5,000

Consider the following two scenarios
1.  Assuming that the fixed cost to be avoided advice whether should the company drop product 
     D2.											[7 Marks]
II. Assuming dropping product line D2, the company will save shs.6000 of fixed cost, advice the company whether should they drop product line D2. 				[8 Marks]

b)  Explain the qualitative factors to be considered in making a special order decision.
											[5 Marks]
c) Trans-African company manufactures costs products by mixing and processing two chemicals 
     soda ash and zinc.  The standard cost data is provided as following
Chemical 		Standard operation			Standard price per unit
Soda ash			60%					100
Zinc 				40%					150

A standard process loss of 20% is anticipated.  During a given week, the output of this product was 850 units and the following inputs were processed.
Actual			Actual consumption		Actual price		Actual cost
Soda ash		650 units			120			78000
Zinc			350 units			140			49,000
			1000							127,000

Required comprised

i.  Material price variance							[2 Marks]
ii. Material mix variance							[3 Marks]
iii. Material yield variance							[3 Marks]
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