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GENERAL INSTRUCTIONS:
Students are NOT permitted to write on the examination paper during reading time.

This is a closed book examination. Text book/Reference books/notes are not permitted.

SPECIAL INSTRUCTIONS:
1 Write your REGISTRATION NO. Clearly on the answer booklet(s).

2 Answer Question One and ANY other TWO questions.

3 Questions in all sections should be answered in answer booklet(s).

4 Marks allocated to each question are shown at the end of the question.

5 PLEASE start the answer to EACH question on a NEW PAGE.

6 For the questions, write the number of the question on the answer booklet(s) in the order you
answered them.

7 Write your answers in paragraph form unless stated otherwise.

8 Keep your phone(s) SWITCHED OFF at the front of the examination room.



9 Keep ALL bags and caps at the front of the examination room and do not refer to any
unauthorized material before or during the course of the examination.

10 You are only allowed to leave the examination room 30minutes to the end of the Examination.

QUESTION ONE: COMPULSORY (30 MARKS)

a) Explain four duties of a cost accountant in a manufacturing firm. (8 Marks)
b) Turbo enterprises has received a job order from a customer. The job will pass through
two departments: A and B.

The following costs relate to the job.

Ksh

Department A: Direct materials 140,000

Direct labour 60,000
Department B: Direct materials 88,000

Direct labour 80,000
Overhead absorption rates (OAR) are as follows:
Department A: 60% of prime cost

B: 30% of direct material cost
Required: Prepare;
i. A job cost sheet. (8 marks)

ii.  The customer is willing to pay Ksh 500,000 for the job. Advise the management

on whether to accept the order or not. (2 marks)



c) The following information relates to a production department for the month of June 2022:

Inventory 1% June 2022 Ksh

e Raw materials 60,000

o Work in Progress 32,000
Inventory 30™ June 2022

e Raw materials 85,000

o Work in progress 28,000
Purchase of raw materials 530,000
Carriage inwards 20,000
Direct wages 240,000
Factory overheads 210,000
Administration overheads 90,000
Selling and distribution overheads 124,000

Required: Prepare a cost statement showing

i. Prime costs
il. Factory costs
iii. Total cost. (12 Marks)



QUESTION TWO

a) Explain four benefits that may accrue to firm that implements a time-based remuneration
method. (8 Marks)

b) XYZ Ltd uses material KT in its production. On May 2022, the opening inventory was
110 units valued at Ksh. 12,650. The following transactions relate to the material for the
month of May 2022.

May 4: Purchased 400 units at Ksh. 120 each
May 13: Issued 270 units

May 17: Purchased 140 units at Ksh.115 each
May 18: Purchased 420 units at Ksh.114 each
May 20: Issued 580 units

May 22: Issued 60 units

May 24: Purchased 145 units at Ksh.118 each
May 24: Issued 35 units

May 28: Issued 165 units

May 30: Purchased 210 units at Ksh.112 each

Required:
Prepare a stores ledger account for the month of May 2022 using first in first out method (FIFO).
(12 Marks)



QUESTION THREE

a) Differentiate between the following costs. (8 Marks)
1. Direct costs and indirect costs
11. Variable costs and fixed costs
iil. Opportunity cost and marginal costs
1v. Relevant costs and irrelevant costs

b) Lynx Manufacturers has three production departments P, Q and R. The following are
budgeted costs for the year 2023

Ksh
Factory maintenance 960,000
Rent and rates 160,000
Depreciation (plant) 400,000
Insurance — plant 1000,000
-inventories 120,000
-buildings 400,000
- motor vehicles 300,000
Additional information:
Department
P Q B
Area (m?) 80 60 20
Value of plant Ksh “000” 300 400 100
Value of buildings Ksh “000” 400 400 200
Average stock  Ksh “000” 160 50 90
Value of motor vehicles Ksh “000” 2,000 3,000 5,000

Required:
Prepare an overhead analysis sheet. (12 Marks)



QUESTION FOUR

a) Sweat bakers produces loaves of bread in batches of 600 pieces usin two types of bread
material (M1 and M2) and two types of labour (L1 and L2). The following are the cost
associated with a single batch

Quantity Price
Kg Ksh
Direct material: Ml 90 75
M2 50 40
Hours Rate (Ksh)
Direct labour: L1 5 200
L2 5 150
Ksh
Production overheads 6,000
Other overheads 7,500

Mark up is at 25%.

Required: Determine the;
i.  Cost price per loaf. (6 marks)
ii.  Selling price per loaf. (2 marks)



b) Upishi Ltd provides catering services for clients in Nairobi. The firm has received an
order from a customer to serve 80 persons at a price Ksh 30,000. The following are the
estimates for the order.

Cost of the food purchased Ksh 19,000

Number of waiters 1 waiter for every 20 persons

Number of cooks 3 cooks

Wages per waiter Ksh 500

Wages per cook Ksh 1000

Transportation of equipment and staff Ksh 6,000

Cost of hiring equipment Ksh 8,000

Required:
i.  Prepare a cost statement for the order. (10 marks)
ii.  Advise the management on whether to accept the order or not. (2 marks)



