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Time: 3 Hours Marks: 100

Instructions:

—

-
. The examination consists of three sections: A,BandC.

Begin each answer to a new question on a new page.

Answer questions according to instructions given in each section.

Write answers in the answer booklet provided.

Mo o b

Write in grammatical English.
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MA221 Business Management Accounting

SECTION A - MULTIPLE CHOICE QUESTIONS

[20 MARKS]

Answer ALL questions. Each question from 1 to 5 carries ONE (1) mark and 6 to 10

carries THREE (3) marks.

1. is an example of a marketing cost.
A. Audit fees
B. Salary of the factory supervisor
C. Carriage inwards
D. Carriage outwards.
2. From the following classification of costs, is correct.
Manufacturing Marketing Administrative
Direct labour Advertising Bad debts
Direct materials Advertising Salary of the receptionist

Factory overheads

Repairs to machines

Office rent

ol O W >

Indirect materials

Repairs to factory machine

Factory rent

3. The main disadvantage of the payback period is

A. Itis easy to use.

It uses present value of future cash flows. .

B.
C. It considers profitability of a project beyond the payback period.
D.

It ignores time value of money.

4. The best description of flexible budget is

A. A comprehensive set of budgets for a specified period.
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B. A budget prepared after the end of the period that multiplies budgeted price per unit
with actual quantities.

C. A budget prepared after the end of the period that multiplies budgeted units with
actual quantities.

D. A budget that is based on the project level of activity, prior to the start of the period.

! is a responsibility centre of an organization that is held

responsible for revenue, costs and capital investments.

Profit centre
Cost centre

Investment centre

O 0w p

Revenue centre

6. A product variable cost per unit is P25 and fixed cost of P6,000. The product’s selling
price is P45. How many units should be sold to realize a profit of P2000?
A. 400 units
B. 300 units
C. 600 units
D. 350 units

For questions 7and 8, use the information given below:

Kagiso is a student pursuing degree in political science at the University of Botswana. He wishes
to invest, either to buy a new photocopier machine at P50,000 or a second hand car at P60 000 to
be used as a taxi. Expected cash flows per annum for photocopier is P20,000 and P25.000 for the

car. Economic life for both options is 5 years.

7. Based on payback period, the best advice will be
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A. Invest in taxi. It has higher cash inflow of P5,000 than the photocopier.
B. Opportunity cost for photocopier is higher, invest in a taxi.

C. Invest in a taxi. It has a shorter payback period of 2.4 years.
D

. Invest in the photocopier. The taxi has a longer payback period of 2.5 years.

8. Based on NPV and assuming a rate of return of 12%, is

correct?

The taxi has a negative NPV of P30,120
The NPV for the photocopier is P72,096
The Present value of photocopier’s cash flows will be P22,096

The taxi has a positive NPV of P30.120.

S ow

Use the following information for questions 9 and 10

The standard cost of material for May 2015 of product XY-221 that requires 6
metres per unit is P4.50 per metre. 67 500 metres of material were purchased at
P4.20 per metre during May 2015. The actual production of product XY-221 for May
2015 was 13 500 units which used 55 500 metres of material.

9. The material purchase variance is -
P16 650 favourable

P16 650 unfavourable

P20 250 favourable

P20 250 unfavourable

o nw >

10. The material issue price variance is

A. P16,650 favourable
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B. P16,650 unfavourable
C. P20.250 favourable

D. P20,250 unfavourable

SECTION B - SHORT ANSWER QUESTIONS [40 MARKS)]

Answer ALL questions in this Section.

1. [14 Marks]
(a). Using appropriate examples differentiate between the following terms.
1. Fixed and variable costs (4 Marks)
ii. Marginal and absorption costing (4 Marks)
(b). Explain three advantages of Just-in-Time (6 Marks)

2. Green Gems Investments is a manufacturing company. The following transactions of the

company took place during the month of September 2015. [10 Marks].
September

1 Opening inventory 100 units at P15 per unit

9 Issued to production 60 units

£

13 Purchased from supplier 120 units at P16 per unit
18 Issued to production 130 units

23 Purchased from supplier 200 units at P17 per units
26 Issued to production 170

Required:

Calculate the value of closing stock on 30" September (assume there are no Work-in Progress
units) using:
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(a). FIFO (3 Marks)
(b). LIFO (3 Marks)
(¢).  Weighted Average cost (4 Marks)

3. Trade Traders (Pty) Ltd manufactures a single product. The following information was
extracted from their budget for the vear ended 30 June2015. [16 Marks]

Variable cost per unit P350
Total sales 1800 units
Fixed costs P600.000
Selling price per unit P750

Calculate the following: (where applicable round off to the nearest Pula)

(a).  Breakeven value using contribution margin ratio (4 Marks)
(b).  Margin of safety (by value) (3 Marks)
(c).  Sales units required for a profit of P200,000 (4 Marks)

(d).  Breakeven quantity if selling price increased by 20%, variable cost per unit increased by

12% and fixed costs increased by P35.000. (5 Marks)

Section C [40 MARKS]
Answer ALL question in this section.
Question 1 [20 Marks]

The following information related to one product produced by Moleps Manufacturers (Pty) Ltd
during September 2015.
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Opening inventory 0
Number of units manufactured P1,200
Number of units sold P1,000
Selling price per unit P1.500
Direct materials per unit P300
Direct labour per unit P200
Variable manufacturing cost per unit P250
Variable selling and administrative cost per unit P100
Fixed manufacturing cost P400.000
Fixed selling and administrative cost P100,000

Required

(a) Calculate absorption costing per unit (3 Marks)

(b). Calculate breakeven quantity for the company (based on absorption costing) (3 Marks)

(¢). Prepare the Income Statement for the month ended 30™ September 2015 using
Marginal/variable costing method. (14 Marks)

Question 2 [20 Marks]

Kanye &Jwaneng Enterprises intends buying a new machine and the following details relate to

the machine. .

Purchase price P300,000
Expected economic life 5 years
Scrap vale 0
Minimum required rate of return 12%

Expected net cash inflow

End of year 1 P40,000
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[ 2 P80.000

3 P150.000

4 P90.000

3 P60.000

Depreciation is on fixed installment method.

(a). Calculate payback period for both machines (answer must be expressed in

years and months. (4 Marks)

(b). Outline two advantages and three disadvantages of payback method (5 Marks)

(c). Calculate the Accounting Rate of Return (ARR) for machine (5 Marks)

(d). Calculate NPV for the machine and advice the company. (6 Marks)
END OF PAPER
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