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1 REQUIRED
(a) The following variances for each product:
(i) material price
(ii) material usage
(iii) labour rate

(iv) labour efficiency

Show your workings to question 1(a) below.

Working Box
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(i) material price.

...................................................................................................................................... [3]
(ii) material usage.
...................................................................................................................................... [3]
(iii) labour rate.
...................................................................................................................................... [3]
(iv) labour efficiency.
...................................................................................................................................... [3]
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4

(b) ‘Occasionally a favourable variance for one standard is directly related to an adverse variance
for another standard’. Discuss how this statement may apply to material and labour variances.
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(c) Discuss two limitations of a standard costing system.

Total marks [26]
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2 REQUIRED
(a) Overhead absorption rates by each of the following methods:
*  percentage of direct material cost
e percentage of direct labour cost

) machine hour rate

Show your workings to question 2(a) below.

Working Box
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(b) The different selling prices for job 3103 using each of the overhead absorption rates calculated
in part (a).

Show your workings to question 2(b) below.

Working Box
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(c)* Evaluate the usefulness of each of the three methods used in part (a).
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Total marks [24]
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3 REQUIRED

(@) The Cash Budget for each of the four months August, September, October and November
2012.

Show your workings to question 3(a) below.

Working Box
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(b)* The Budgeted Trading and Profit and Loss Account for the four month period ending
30 November 2012 and the Budgeted Balance Sheet as at 30 November 2012.

Show your workings to question 3(b) below.

Working Box
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(c) Evaluate Ken Bailey’s cash management during his first four months of trading.

Total marks [42]
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4 REQUIRED
(@) For each project (where appropriate to two decimal places):
(i) the net cash flow for each year
(ii) payback. Assume even cash flows throughout each year

(iii) net present value. Assume all cash flows take place at the end of each year

Show your workings to question 4(a) below.

Working Box
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the net cash flow for each year.
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(iii) net present value. Assume all cash flows take place at the end of each year.
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(b) Which project should Leckhampton plc choose? Justify your choice on financial grounds.
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(c) Discuss two non-financial factors which Leckhampton plc needs to consider before proceeding
with either project.

Total marks [28]
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