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QUESTION 1 (30 marks)

Answer this question ON the Answer Sheet on Page 8 of this question paper.

Each of the following questions (1.1 1.15) has only ONE correct answer. Draw a cross (X)
OVER the letter which, in your opinion, represents the correct answer. Put the completed
Answer Sheet TN your examination script:

1.1

1.2

1.3

1.4

The following statement is true with regard to management accounts:

A Management accounts are prepared for parties external to the organisation

B Management accounts will be used by shareholders to compare one company
against another

C Management accounts are governed by standards and statutory requirements

D Management accounts are used by managers within the organisation.

Prime costs can be defined as:

A The total costs of manufacturing a product

B The total direct costs of manufacturing a product

5 The costs of converting raw materials into a final product

D The total costs of operating the production department where the product is made.,

At the beginning of the year an enterprise planned to produce 800 units, but by the end
of the year actual production was 850 units. In such a situation the following will be
true:

A Total variable costs would have remained unchanged
B Total fixed costs would have increased

C Variable costs per unit would have decreased

D Fixed costs per unit would have decreased

The following is NOT an indirect cost;

A Depreciation on factory machinery
B Factory rent

C Factory manager’s salary

D

Machine operator’s wage

The following data relate to two output levels of a department:

Machine hours 11 000 18 500
Manufacturing overheads N§154 100 N$177 350

The variable and fixed manufacturing overheads are as follows:

Fixed amount Variable amount
A N$105 000 N$3,76 per machine hour
B N$135 000 N$2,90 per machine hour
e N$120 000 N$3,10 per machine hour
D N§152 Q00 N$2,67 per machine hour



1.6 The most appropriate method of apportioning electricity costs between various cost
centres would be:

A equally amongst all cost centres
B on the basis of the value of the assets in each department
B on the basis of the number of employees in each department

D on the basis of the floor area in each department.

L7 The most appropriate method of apportioning the cost of the repairs service cost
centre between the other cost centres would be:

A on the basis of the number of employees
B equally between the departments

G on the basis of floor area

D on the basis of machine hours

1.8 A company absorbs overheads on the basis of machine hours. Budgeted machine
hours were 5 625 with overheads of N$129 375. Actual results were 5 490 machine
hours with overheads of N$127 346, Ovwerheads were:

A Under-absorbed by N$1 076
B Over-absorbed by N$2 029
C Under-absorbed by N$2 029
D Over-absorbed by N§1 076

1.9 At the end of the accounting period the over-absorbed factory overheads should be
treated as follows in the ledger:

A Dr Finished goods control account
B Dr Work-in-process control account
C Dr Cost of goods sold account

D Cr Cost of goods sold account

The following information refers to questions 1.10 and 1.11:
Katimo Ltd supplied the following figures for the past month:

Sales (18 000 units) N$540 000
Direct material purchased N§110 000
Direct material opening inventory N$ 26 000
Direct material closing inventory N§ 43 000
Direct labour paid NE120 000
Factory overheads absorbed N$215 000
Marketing and administrative costs paid N$ 20 000
Units produced 20 000 units

1.10  Total manufacturing costs incurred during the month amounted to:

A N§445 000
B N$213 000
e N$428 000
D N$448 000



























