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INSTRUCTIONS: 
i. This paper consists of TWO sections, SECTION A & B
ii. Answer FOUR (4) Questions in all.
iii. Section A is COMPULSORY, and any THREE questions from Section B
iv. Credit will be given for the use of relevant examples and illustrations.
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SECTION A (THIS SECTION IS COMPULSORY)
QUESTION ONE 
As a student who has studied cost accounting, provide short answer to the following:
a) Explain to your friend Willy why costing accounting is very important in businesses.	(04 marks)
b) Briefly explain further to your friend Willy the difference between cost accounting and financial accounting                                                                                                   		(04 marks) 
c) In production, we deal with costs. By giving examples differentiate between fixed costs and variable costs.                                                                                                                		(05 marks)
d) As a student who has studied cost accounting, point out benefits of cost accounting to any business organization                                                                                                    		(05 marks)
e) Cost classification can be referred to the grouping of cost into various groups based on certain criteria/features or behavior of cost. By giving examples, briefly explain how costs can be classified according to traceability.                                                                              		(05 marks)
f) Explain the following when handling materials as a way of material control:
(i) Bin card                                                                                                          	(03 marks)
(ii) Material return note                                                                                         	(03 marks)
(iii) Material transfer note                                                                                      	(03 marks)
g) Explain why Just In Time (JIT) can be used as a technique of inventory control while handling raw materials in businesses                                                                                                              		(08 marks)

SECTION B (ATTEMPT ANY THREE (3) QUESTIONS FROM THIS SECTION

QUESTION TWO
The Economic Order Quantity (EOQ) is the number of units that a company should add to inventory with each order to minimize the total costs of inventory—such as holding costs, ordering costs, and shortage costs. Ballikundembe has approached you to understand the meaning of holding costs and ordering costs in material management.
Required:
a) With examples, explain to Ballikundembe the meaning of holding costs and ordering costs. (06 marks)  
b) Given the following information: help Ballikudembe calculate: 				         (06 marks)
(i) EOQ (Economic order quantity) and
(ii)  The number of orders to be placed in one year for his business.
· Total annual demand = 7000 Kgs
· Cost of placing the order=UGX 350/=
· Cost per unit=UGX 500/=
· Carrying costs = 20% on cost of inventory per unit






c) GOOGLE operates a construction firm in his village in Kaduna. He received and issued materials as indicated below:
	Date and description
	QTY
	Rate in shilling

	March 1st  2025 received
	1,000 units
	1,000

	March 9th 2025 received
	400 units
	1,200

	March 17th  2025 Issued 
	900 units
	

	April 6th 2025, received
	600 units
	1300

	April  12th  2025 received
	900 units
	1200

	May 2nd 2025, issued
	820 units
	

	May 10th 2025, returned 200 units to the store by user  department  being part of issues  on March 17th 2025
	
	

	May 21st 2025 received
	700 units
	1000

	June 14th  2025 issued
	800 units
	1000


Required:
a) Prepare a stores ledger account for GOOGLE’s construction firm from the above given information using FIFO Method and determine the value of closing stock and cost of materials to be charged to production                                                             					(08 marks)

QUESTION THREE
The term labor costs refer to the amount of money that a company spends on labor. The responsibility of calculating labor costs in a company falls on the financial and accounting departments. In view of this;
a) As a cost accountant, explain to your supervisor the methods you would apply in reducing labor costs in your manufacturing enterprise                                                            			(06 marks)
b) Explain to your friend Joy the meaning of labor turnover as she is rushing for a face to face interview for the post of assistant human resource manager at National water and sewerage Corporation (in your answer, highlight to her the causes of labor turnover            				(07 marks)
c)  Ziraguma is a cost accountant of Zilimenya Company Ltd. He is in charges of 20 workers.  he has a challenge of determining their gross wages.  His consultants advised him to use  Piece rate system
Required:
(i) Explain how wages are paid under piece rate system                                        	(03 marks)
(ii) Highlight conditions under which piece rates may be usefully employed for better results in production.                                                                                                         	(04 marks)








QUESTION FOUR
Absorption of overheads refers to charging of overheads to individual products or jobs. It is a process of distribution of overheads allotted to a particular department or cost centre over the units produced. The absorption of overhead is done by applying overhead absorption rates.
Required;
a) Explain to the consultant of your friend what could be the Causes of over and under absorption of overheads in their manufacturing enterprise.                                       			(04 marks)
b) Highlight any three methods used to calculate overhead absorption rate                 	(03 marks)
c) In one of the methods, If the total production overhead is UGX 15,000 and the cost of direct materials is UGX 60,000/= Determine the absorption rate                                      		(02 marks)
d) Differentiate  between blanket and departmental overhead rates in manufacturing businesses
                                                                                                                                    	(04 marks)
e) If a factory has UGX 100,000 in overhead costs and 10,000 direct labor hours: Determine the blanket rate of this factory.                                                                                       		(03 marks)
f) Give the advantages and disadvantages of this blanket overhead rate method to a manufacturer                                                                                                            
(04 marks)
QUESTION FIVE
OKENE is one of the manufacturers in Kisumu town. His passion in goods productions is beyond measure. Things have changed in his business recently, he has started experiencing some losses due to different factors that he is not aware of. One of his consultants Engineer Moi has advised OKENE to check on  the way  idle time, idle capacity, overtime are handled in  the entire work force line up.
Required:
a) Explain the meaning of the  following  to OKENE in relation to business set up:
(i) Idle time  										(02 marks)
(ii) Idle capacity									(02 marks)
(iii) Overtime                                                                                                        	(02 marks)
b) Highlight any four causes of idle time to OKENE.                                                    	(04 marks)
c) Explain to OKENE under what circumstances Idle capacity may occur in his business (04 marks)
d) What solution do you offer to OKENE in (b) and (c) above                                   	(06 marks)

QUESTION SIX
Job costing is a costing method used to determine the cost of specific jobs, which are performed according to the customer’s specifications. However Juliana says job costing is the same as labor costing.
Required:
a) With examples, discuss types of business that use job costing system (in your discussion, Highlight the benefits of Job costing and difference between job costing and labor costing.  		(08 marks)                                                                                     
b) On the other hand, Mrs. Wanyama in our discussion told me that Batch costing is also very important in industries. However, she did not explain to me what batch costing is.
Required: Explain the meaning of batch costing and point out features and advantages of batch costing.                                                                                                               		(08 marks)
c) Define contract costing and highlight any three (3) features of contract costing       	(04 marks)


QUESTION SEVEN
Standard cost is a cost accounting method that assigns a predetermined or “standard” cost to each production unit. This cost is based on anticipated materials, labor, and overhead prices. In view of this;
a) Explain to the workshop attendants involved in the manufacture of timber the importance of standard costing in manufacturing businesses                                                             		(04 marks)
b) Differentiate between standard costing and variance in production and highlight common causes of variance in any production environment                                                    		(08 marks)
c) Mukasa Company limited planned to use 100 units of a raw material at a standard price of UGX 1000 per unit. However, they actually used 110 units at a price of UGX 1100 per unit. 
Required
(i) Determine the standard Cost:                                                                                  	(02 marks)
(ii) Determine the actual Cost:                                                                                        	(02 marks)
(iii) In reference to (i) and (ii) above, state with reasons whether it was a favorable or unfavorable variance         										(04 marks)
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