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2024/2025 ACADEMIC YEAR UNIVERSITY EXAMINATIONS


FOURTH  YEAR FIRST SEMESTER  EXAMINATION FOR THE DEGREE OF BACHELOR OF BUSINESS ADMINISTRATION WITH IT
 
BAF 413: MANAGEMENT ACCOUNTING I




DATE:16/12/								TIME: 3 HOURS
INSTRUCTIONS TO CANDIDATES

Answer Question ONE (compulsory) and ANY OTHER THREE questions 
Question one carries 25 marks and the rest 15 marks each

EXAMINATION CHEATING IS ACRIME




QUESTION ONE
a) Define marginal costing and give its limitations.  	(6 marks)
b) Briefly explain the following terms as used in process costing:
i) Normal loss.                 	(2 marks)
ii) Abnormal loss.                            	(2 marks)
iii) Joint products.                                                        	(2 marks)
c) In the context of budgetary control explain the main functions and importance of a cash budget. 	(5 marks)
d) Explain the reason(s) why construction companies find it prudent to declare profits on uncompleted contracts.                   	(4 marks)
e) In job order costing system, production overhead absorption could be based on:
i) Direct labour rate
ii) Percentage of direct materials
Explain in which circumstances each of these bases are appropriate. (4 marks			(Total: 25 marks)
QUESTION TWO
a) Explain the term budgetary control and state its importance to a business firm.     	(10 marks)
b) State and briefly explain the limitations of budgets in the management of business firms.                                                                              	(5 marks)
										(Total: 15 marks)
QUESTION THREE
The following data relate to Kenya Ltd for the year ended 31 December 2024.
Sh ‘000’
Sales						 24,000
Less: Total costs				 20,000
Net profit					   4,000
Fixed costs account for 40% of the total costs.
Required:
i) Margin of safety.          	(2 marks)
ii) Break-even point in sales                                                                 	(2 marks)
iii) Sales required to earn profit of Sh 6,000,000.                                  	(2 marks)
iv) In order to increase sales, the management has the following two options:
1. To increase sales by 25% on incurring a sales promotion cost of 
Sh 2,500,000.
2. To increase sales by 15% on reducing selling price by 5%.
Advise the management on which option they should take.                       (9 marks)
 (Total: 15 marks)

QUESTION FOUR
Mutindwa Ltd. employs a job order costing system in establishing the prices to charge for different welding orders.  Normally, certain employees set up work before the main operation is completed by other employees.  The cost of labour engaged in setting up is charged to overhead expenses.
During the period ended 30 September 2024, 1,250 hours were spent on setting up at a cost of Sh 30,000.  During this period the following costs were incurred on three jobs:
	
	Shs.

	Direct material
	66,000

	Direct labour
	90,000

	Overhead expenses (including set up costs)
	144,000

	
	300,000



Other information that relates to the jobs include:
	
	Job A
	Job B
	Job C

	Direct material costs
	Sh 36,320
	4,200
	25,480

	Direct labour (hours) excluding set-up time
	2,400
	300
	1,800

	Setting-up (hours)
	375
	250
	625



Costing for the jobs is carried out by the use of hourly rates for direct labour and for overheads.  However, a new system is being proposed whereby there will be hourly rates for direct labour, for setting labour and for overheads excluding the cost of setting-up time.
Required:
a) The hourly rate under the existing system.   	          (4 marks)
b) The hourly rate under the proposed system                                         (4 marks)
c) Cost statement for the three jobs using the existing systems approach to costing.
                                                                                                                    (7 marks)
(Total: 15 marks)
QUESTION FIVE
On 4 May 2023, Pendo Construction Company was contracted by Mara Paradise Ltd. to construct a leisure park in Nairobi at a contract price of Sh. 950,000,000.  Work commenced on the contract on 28 July 2023.  Retention money was agreed at 10% of work certified.  At the end of the first year, no profits were declared as the contract was considered to be in its infancy
The following details relate to the contract for the year ended 31 December 2024:
	
	Sh’000

	Balances brought forward 1.1.2024
	

	
	

	Materials on site
	4,500

	Accrued wages
	1,250

	Plant (cost)
	150,000

	Cost of work done
	158,000

	Work certified to 31 December 2023
	160,000



Transactions during the year.
Materials delivered to site:
	Ex-stores
	14,600

	By suppliers
	128,400

	Additional plant (cost)
	120,000

	Subcontractors fees
	18,450

	Consultancy fee
	28,000

	Inspection fee
	500

	Salaries and wages
	160,000

	Head office expenses
	1,200

	Material transfers out
	15,000

	Materials sales (cost Sh 19,800)
	22

	Plant hire
	250

	Direct expenses
	2,600

	Total cash received from contractee
	580,000

	Work certified during the year
	660,000

	Cost of work uncertified
	42,000



	Balances carried forward:
	

	
	

	Materials on site
	51,000

	Wages accrued
	2,800



Plants have been purchased for use on this contract.  Pendo Construction Company provides for depreciation on plant at 12 1/2% per annum on cost.

Required:
(i) Contract account for the year to 31 December 2024, clearly showing the profits/(losses) on contract for the year.				(10 marks)
(ii) Valuation of work-in-progress. 						(5 marks)
[bookmark: _GoBack] 	                                                                                         (Total: 15 marks)
QUESTION SIX
Distinguish between the following cost accounting terminologies:
i) Direct and indirect costs        	(4 marks)
ii) Cost center and cost unit	(4 marks)
iii) Joint products and by-products)	(3 marks)
iv) Period costs and product costs	(4 marks)
(Total: 15 marks)
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