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                                      SCHOOL OF BUSINESS
DIPLOMA IN BUSINESS MANAGEMENT
DIPLOMA IN SUPPLY CHAIN MANAGEMENT
DIPLOMA IN PROJECT MANAGEMENT

MODULE II

END OF SEMESTER EXAMINATIONS
JANUARY-APRIL 2013
 (
COST ACCOUNTING
2903/206; 2906/206; 2922/206
)

TIME: 2 HOURS 

INSTRUCTIONS TO CANDIDATES
1. This paper has SEVEN questions.
2. Answer any FIVE questions in this paper.
3. Any examination IRREGULARITY will lead to DISQUALIFICATION.
4. Indicate your FULL ADMISSION NUMBER in each Answer Sheet used.                                                
5. Cell phones are NOT allowed in the examination room.



Question one
(a)The following relates to component B200 used in the manufacture of a product by NyakiLimited. 
Average usage 250 units per day
Minimum usage 170units per day
Maximum usage 330 units per day
Lead time (10-16) days
Economic order quantity 4000 units 
Calculate; 
a) Re- order level                               (2mks)
b) Minimum stock level                     (2mks)
c) Maximum stock level                   (2mks)
d) Average stock level                      (2mks)
(b)Discuss four objectives of cost accounting      (8mks)
(c)Distinguish between direct labor and indirect labor   (4mks)
Question two
(a) Motoka transporters operate several routes in Kilgoristown. The following information relates to one of the routes in a given day.
A vehicle carries 10 tonnes of sand per trip and delivers as follows: 4 tonnes after 20kilometers, 3 tonnes after 10 kilometers and the remaining 3 tonnes after 30 kilometers. The vehicle returns empty covering 60 kilometers. The following cost information is also provided:
Ksh.
Fuel and lubricants                                                  800
Wages; driver                                                       300
              Conductor                                               100
Share of annual costs charged to this trip amounts to     640

Calculate:
(i) cost per tonne-kilometre
(ii) cost per kilometers                                                                     (12mks)     
(b) Explain each of the following terms:
I. Opportunity cost
II. Replacement cost
III. Cost estimation
IV. Conversion cost                                                        (8mks)

Question three
(a) Explain  four factors that influence levels of stock in a firm       (8mks)
(b) Jumna enterprises use material BX in its production. It uses weighted average method of issuing the material. The following information relates to the material for the month of January, 2012.
January 1balance b/d 100units @ sh.6
 4 received 120units @ sh.8
8 issued 50 units
 10 received 150 units @ sh.10
     15issued 200 units
 20 received 800 units @ sh.12
 24 issued 60 units
  28 issued 40 units
Required 
Prepare a stores ledger account using theweighted average method.     (12mks)



Question four
(a)Naivasha chemical manufactures a liquid soap whose overheads vary with units of output. The following information is provided;
	month
	Production units
(millions of litres)
	Production overhead
Sh.’m’

	January
	2200
	2235

	February
	2800
	2350

	March
	2000
	2100

	April
	2600
	2460

	May
	3000
	2880

	June
	3000
	3000


Required
(i)Using high-low method, formulate a cost estimation equation       (8mks)
(ii) Determine the total cost for the month of July; when 2400m litres of soap is expected to be produced                                                                                      (2mks)


(b)Explain five differences between cost accounting and financial accounting                 (10mks)





Question five
(a) Denk ltd has three production departments A, B and C. the following are the budgeted overheads for the year ending 31st December 2016:
Ksh.ksh.
Rent                                                                                                      360, 000
Electricity                                                                                             150,000
Power                                                                                                   600,000
Supervision                                                                                         480,000                                          
Insurance of machinery                                                                        81,000
Canteen expenses                                                                                 180000
Maintainance;
         Department A                                   40000
              B                                  37000
            C                                  23000100,000
1951,000                               
Additional information:
Department                                        A                  B                C
Area (m2)                                       400                  400          200    
Effective power (HP)                     50                     30            20
Number of employees                    8                       12            4
Book value of machinery (ksh)  480,000      360,000       240,000
Prepare an overhead analysis sheet.                                                                               (12mks)

(b) Discuss four elements of process cost                     (8mks)


Question six
(a) Explain four functions of a cost accountant in an organization.                       (8mks)
(b) Bonde ltd manufactures a product which uses material M45 in its production. The following information relates to the material:
2017 
March 1      balance in stock:  1,500 units at ksh. 7 each
           4      purchased 2,300units at ksh.8 each
           5      issued 3,000 units
           12     purchased 4,000 units at ksh. 9 each
           18      issued   2800 units
           25     issued 1600 units
           31     purchased 3500 units at ksh.7.50 each
The company uses Last In First Out (LIFO) method of valuing material issues.
Prepare a stores ledger account for the month of March 2017.                       (12mks)




Question seven
(a) Damjak Ltd manufactures a product that passes through three  process to completion. During the period ended 31st march 2015, 3000 units of raw materials at sh. 25 were issued to process 1 and costs incurred are given below:
	Element of  cost 
	                                PROCESS
	    TOTAL

	
	1
Shs.
	2
Shs.
	3
Shs.
	
Shs.

	Direct material
	5,000
	12,000
	18,000
	35,000

	Direct labour
	30,000
	20,000
	10,000
	60,000

	Direct expenses
	2,800
	5,200
	2,000
	10,000

	Production overheads
	_______
	_______
	_______
	90,000



Production overheads areabsorbed by each process at 150% of direct labor .there was no stock of raw material or work in progress either at the beginning or at the end of the period.
Prepare:
(i) Process 1 account
(ii) Process 2 account 
(iii) Process 3 account
(iv) Finished stock account.                                             (16mks)

(b) Distinguish between normal process loss and abnormal process loss.          (4mks)
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