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This question paper consists of FOUR (4) questions. Answer ALL questions in the
answer booklet. (50 MARKS)

QUESTION 1 (10 Marks)

The information below is taken from the job cost sheets of O’Leary Company:

Job Number Manufacturing Costs Manufacturing

as of Oct. 31 (RM) Costs in November (RM)
350 10,955 -
351 8,810 -
352 2,375 5,693
353 6,522 10,279
354 2,128 5,573
355 - 3,987

During November, job numbers 352 and 353 were completed and job numbers 350, 351 and
352 were delivered to customers. Jobs nos. 354 and 355 are still in process at November 30.
From this information, compute the following:

Required:

Compute the following with detailed workings: (2 marks each)
a) What is the work in process inventory at October 31?2

b) What is the finished goods inventory at October 312

¢) What is the cost of goods sold during November?

d) What is the work in process at November 307

e} What is the finished goods inventory at November 30?
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QUESTION 2 (10 Marks)

Paulsen Company sells only one product. The regular selling price is RM50. Variable costs are
70% of this selling price, and fixed costs are RM7,500 per month.

Management decides to increase the selling price from RM50 to RM55 per unit. Assume that the
cost of the product and the fixed operating expenses are not changed by this pricing decision.

Required:

Compute the following with detailed workings: (2 marks each)
a) Atthe original selling price of RM50 per unit, what is the contribution margin ratio?

b) At the original selling price of RM50 per unit, how many units must Paulsen sell to break even?

¢) Atthe original selling price of RM50 per unit, what dollar volume of sales per month is required
for Paulsen to earn a monthly operating income of RM5,000?

d) Atthe increased selling price of RM55 per unit, what is the contribution margin ratio?

e} At the increased selling price of RM55 per unit, what doilar volume of sales per month is
required to break-even?

QUESTION 3 (20 Marks)

Maya Bhd makes only one product, the detailed standard cost of which is as follows:

Per unit Per unit
RM RM
Direct materials 40
Direct labour 25
Variable factory overhead 10
Fixed factory overhead 25
Production cost 100
Variable selling overhead 15
Fixed selling overhead 20
Net profit 15
Selling Price 150

The above unit cost for fixed factory overhead and fixed selling overhead are based on a
monthly budget of 3,000 units produced and sold.

2,400 units are in stock at the beginning of Month 1 and budgets for the next two months are
as follows:

Month 1 Month 2
Production (units) 2,800 2,600
Sales (units) 2,200 3,800
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Required:

Prepare budgeted income statement for each of Month 1 and 2 in tabular format:

a) using the absorption principle. (10 marks)
b) using the marginal principle. (10 marks)
QUESTION 4 (10 Marks)
You are reguired to answer all of the following: (2 marks each)

a) Explain the concept of incremental analysis and its importance in decision-making. Provide
an example of a business decision where incremental analysis would be beneficial.

b) A company is considering whether to continue producing a product or to buy it from an
external supplier. The cost to produce one unit internally is RM30, while the supplier offers
to sell it for RM25. What is the incremental cost per unit, and should the company continue
to produce internally or buy from the supplier?

¢) A bookstore is contemplating whether to introduce e-books to its inventory. The estimated
revenue from selling e-books is RM5,000 per month, and physical book sales are expected
to decrease by RM3,000 per month if e-books are introduced. What is the incremental
revenue, and should the bookstore add e-books to its inventory?

d) A manufacturing company is currently producing a compenent in-house at a cost of RM50
per unit. An external supplier offers to provide the same component for RM45 per unit. The
company estimates additional costs of RM2 per unit in transportation and inspection if they
buy from the supplier. What is the incremental cost, and should the company make or buy
the component?

e) A factory is operating at a loss, with total variable costs of RM80,000 and total fixed costs of
RM30,000. The factory can generate RM70,000 in revenue. If the factory continues to
operate, it will incur an additional RM10,000 in fixed costs. Should the factory shut down or
continue operations, and what is the incremental effect on profit?

** END OF QUESTION PAPER **
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