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ZU/WI/7/EXM/6
UNIVERSITY EXAMINATION 2014/2015

YEAR II SEMESTER I EXAMINATION FOR BACHELOR OF BUSINESS ADMINISTRATION AND MANAGEMENT

ACCT 222: MANAGEMENT ACCOUNTING 1
Date : August 2015                 

                                                                TIME: 2 HOURS   

INSTRUCTIONS: Answer Question ONE and any other TWO.

QUESTION ONE 
a. Define management accounting and state the difference between cost accounting and management accounting.






(5 marks)
b. Explain the main objective of management accounting.


(5 marks)
c. Explain the following terms:

i. Responsibility center

ii. Responsibility accounting

iii. Transfer price







6 marks)
d. The standard material cost y product D is as follows:

Material Y 3kg at Kshs.2 per kg

Material Y 5kg at Kshs.3.60 per kg

During period 2, 2000kgs of material Y (costing Kshs.4, 100) and 2400kgs of material y (costing Kshs.9, 600) were used to produce 500 units of 456.

Required:

Calculate the following variance:

a. Price variance








3 marks

b. Mix variance








4 marks

c. Yield variance – in total and for each individual material


7 marks
QUESTION TWO

XYZ Company manufactures a product called “PERMA”.  Pertinent cost and revenue data relating to the manufacture of this product is given below:

	
	Shs
	

	Selling price per unit
	66
	

	Variable production cost per unit
	44
	

	Variable selling cost per unit
	4
	

	
	
	

	Fixed production cost (total)
	
	Shs.200,000

	Fixed selling and administrative cost (total)
	
	Shs.99,000


Required

a) Calculate the break-even sales level in shillings;




(3 marks)

b) Suppose the company desires to make a profit of shs.195, 000, what should be the output in units?









(6marks)

c) A new machine, which is more efficient, is installed.  This machine increases the fixed production cost by 20% but reduces the variable production cost per unit by 30%.  What is the new break-even point in sales revenue?





(6marks)

d) State five limitations of break-even analysis.




(5marks)


QUESTION THREE




ABC Ltd makes four components with the following information:





W

X

Y

Z

Production


1000

2000

4000

3000

Unit marginal cost

Direct material

4

5

2

4

Labour 


8

9

4

6

Variable overheads

2

3

1

2





14

17

7

12

Attributed Fixed Cost

TO


KSHS.

SUB-CONSTRUCTION PRICE


W

1000


12


X

5000


21


Y

6000


10


Z

8000


14

Committed fixed cost is Kshs.30, 000
Required:

Advice the company on the components to buy or make if any 


(20 mks)
QUESTION FOUR
a. XYZ produces a bike branded zoom with a production cost of Kshs. 40 per unit which is sold to 3 customers.

Sale patterns Customer 
X 10,000





Y 10,000





Z 10,000

Selling price Kshs.75 per unit
Overheads

Delivery


220,000

Quality Inspection

200,000

Salesmen


80,000

After sales services

100,000




600,000

An ABC analysis
Customer



X

Y

Z

Total

Number of deliveries

2,500

50

12

2,562

Number of inspection

10,000

500

0

10,500

Number of salesmen visits
200

24

6

230

After sale visits


200

100

50

350

i. Prepare the profit statement under the ABC system.


(12 Marks)

ii. State the merits and demerits of ABC system



(8 Marks)

QUESTION FIVE
a. Explain and give examples of appropriate non-monetary performance measures 











(10 Marks)
b. Identify the purposes of budgetary planning and control systems.

(10 marks)

