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DIAC 0226: MANAGEMENT ACCOUNTING II

STREAMS:  Y2 S2
										TIME: 2 HOURS

DAY/DATE: TUESDAY  6 /07/ 2021					11.30 AM – 1.30 PM 

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

QUESTION ONE
Kenya Ltd manufactures three products X, Y and Z.  The following information relates to the products Sales forecast	Quantity	Price / unit
	Product X		1000		Sh 100
	Product Y		2000		Sh 120
	Product Z		1500		Sh.140

Materials used in the company products are 
Material S1 sh.4 per unit
Material S2 sh.6 per unit
Material S3 sh.9 per unit
Quantities used in product
	S1		S2			S3
X	4		2			-
Y	3		3			2
Z	2		1			1
Finished stock		 		X		Y	Z
Opening stock				1000		1500	500
Closing Stock				1100		1650	550
						S1		S2	S3
Material stocks opening stock			26000		20000	12000
		  Closing stock			31200		24000	14400
Required:
(i) 	Sales budget in quantity and value						[3 Marks]
(ii)	 Production budget								[5 Marks]
(iii) 	Material usage budget								[5 Marks]
(iv)	 Material purchase budget							[5 Marks]

b) 	Explain three methods of Transfer Pricing					[6 Marks]
c)	Differentiating between By-Product and Joint Product			[4 Marks]
d)	Explain what is performance Evaluation					[2 Marks]

QUESTION TWO
A company is considering investing in one of three investment opportunities A, B and C under certain economic conditions.  The payoff matrix for this situation is economic condition.
State of nature		Investment opportunities
					A	B	C
E1					5000	2000	3000
E2					7000	10000	4000
E3					3000	6000	4000

Determine the best investment opportunity using the following criteria
(i) 	Maximin									[2 Marks]
(ii) 	Maximax									[2 Marks]
(iii) 	Laplace Criterion								[2 Marks]

b) 	V. Ltd manufactures a single product, the standard mix of which is as follows:
Material A 60% at sh.20 per kg
Material B 40% at sh.10 per kg
Normal loss in the production is 20%  of input.  Due to shortage of material A, the standard mix was changed and the actual was as follows:
Material A 105 kg at sh.20 per kg
Material B 95kg at sh. 9 per kg
Actual loss was 35kg, while the actual output was 165kg.

Required:
(i)	Material price Variance							[4 Marks]
(ii)	Material Mix Variance							[5 Marks]
(iii) 	Material Yield Variance							[5 Marks]

QUESTION THREE
The following data is available in respect of process 1 for June 2019.
(i)	 Opening work in progress 800 units at a total cost of sh.4000
(ii)	 Degree of completion of opening W.I.P
	Material 100%
	Labour 60%
	Overhead 60%
(iii) 	Input of material into the process at a total cost of sh. 36800 for 9200 units
(iv) 	Direct wages incurred sh.16, 740
(v)	 Production overheads sh.8370
(vi) 	Units scrapped: 1200 units at the following stages of completion
	Material 100%
	Labour 80%
	Overhead 60%
(vii) 	Closing work in progress: 900 units at the following stages of completions
	Material 100%
	Labour 70%
	Overhead 70%
(viii) 	7900 units were completed and transferred to the next process
(ix)	 Normal loss is 8%  of the total input (opening stock of W.I.P plus input units)
(x) 	Scrap value is sh.4 per unit
Required:
(i) 	Statement of equivalent units							[4 Marks]
(ii) 	Statement of cost per equivalent unit.						[3 Marks]
(iii)	 Statement of evaluation							[8 Marks]
(iv) 	Process 1 account								[5 Marks]
QUESTION FOUR
a) Delmonte E.A Ltd produced three products from which the following operating statement has been produced.
PRODUCT					X			Y		Z
Sales						32000			50000		45000
Total costs (sh.)				36000			38000		34000
Net Profit / loss				(4000)			12000		11000
The total costs comprise 66 2/3 0/0 variable and 33 1/3 0/0 fixed.
The directors consider that as Product X shows a loss, it should be discontinued.  Based on the above cost data.
(i) Should product X be dropped? (Support your answer with appropriate computation).
											  [10 Marks]
b) Assume that ABC Ltd produces two products, product A and B and the following budget has been prepared.
				A			B		Total
Sales in units			120,000		40,000		160,000
Sales @5/-, 10/-		600,000		400,000	100,000
Variable cost @4/-, 3/-	480,000		120,000	600,000
Contribution @ 1/- 7/-	120,000		280,000	400,000
Total fixed cost							300,000
Profit 									100,000

Required:
a) Compute the break-even point in total and for each of the products in units and in shs	
											[10 Marks]
………………………………………………………………………………………………………
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