
*P57476A0124*
Turn over     

Pearson LCCI

Candidate name

Centre Code Candidate Number

Please check the examination details above before entering your candidate information

Candidate ID Number

Total Marks

P57476A
©2018 Pearson Education Ltd.

1/1/1/1

Instructions

• Use black ink or ball-point pen 
– pencil can only be used for graphs, charts, diagrams, etc.

• Fill in the boxes at the top of this page with your name, candidate number, 
centre code and your candidate ID number.

• Answer all questions.

• Answer the questions in the spaces provided  
– there may be more space than you need.

• Answers should be given to an appropriate degree of accuracy.

Information

• The total mark for this paper is 100. 

• The marks for each question are shown in brackets 
– use this as a guide as to how much time to spend on each question.

• Calculators may be used.

Advice

• Read each question carefully before you start to answer it.

• Try to answer every question.

• You are advised to show your workings.

• Check your answers if you have time at the end.

Friday 7 September 2018
Time: 3 hours Paper Reference ASE20098

Certificate in Cost and Management 
Accounting (VRQ)
Level 3

You do not need any other materials.
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Answer ALL questions. Write your answers in the spaces provided.

1 Mazuch Kingsley Ltd manufactures a single product in its Rangoon factory.

 It is expected that the monthly production will be between 5 000 and 7 000 units.

 The following monthly budgets have been prepared for two levels of activity.

 Units per month 5 000 7 000

 Cost element $ $

 Direct materials 175 500 245 700

 Direct labour  121 500 173 745

 Production overheads 218 250 244 350

 The following budgeted information is also provided.

 • Each unit of the product requires 3 kg of raw material.

 • The direct labour cost per unit increases by 40% on the excess production over  
6 250 units per month, due to overtime payments.

 • Production overheads consist of a variable element plus a fixed monthly amount. 
In addition, there is a stepped increase of $13 500 in the fixed monthly amount 
when production exceeds 5 750 units.

 During August 6 600 units were manufactured.

 (a) Calculate the following based on the 6 600 units produced.

  (i) The total direct materials cost
(2)
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  (ii) The total direct labour cost
(2)
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 At the company’s Mandalay factory the budget is to sell 12 000 units of its product in 
October.

 The following budgeted information has been prepared for October.

 • Selling price $40 per unit
 • Direct labour $12 per unit
 • Direct materials $8 per unit
 • Total fixed overheads for October $175 000

 (b) Calculate, for October, the budgeted margin of safety as a percentage of sales 
(to two decimal places). 

(3)
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 (c) Prepare a conventional break-even chart for output from 0 to 12 000 units (using 
the graph paper provided on the next pages) that clearly shows the:

  • total revenue in value ($)
  • total fixed overheads in value ($)
  • total costs in value ($)
  • break-even point in units
  • margin of safety in units.

(5)

 (d) Explain one limitation of break-even analysis.
(2)
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(Total for Question 1 = 19 marks)



*P57476A0724* Turn over     

7

 

 

BLANK PAGE



*P57476A0824*
8

 

 

2 Larsson Irvine Ltd makes and sells a single product and is in the process of preparing 
its budgets for the three months commencing 1 September 2018

 The revenue and costs of the product are as follows:

  $ per unit
 Sales price 140
 Variable production costs:
 Direct material 60
 Direct labour 40
 Variable overhead 30

 The following budgeted information is also available.

July August September October November

Sales (units) 1 000 1 050 1 100 1 150 950

Production (units) 1 000 1 050 1 150 1 150 950

 The following additional information is available.

 • 10% of the monthly sales are for cash. The remainder will be sold on credit.
 • Trade receivables will pay in the month following the sale.
 • Direct materials will be purchased in the month of production and paid for  

two months later.
 • 75% of direct labour costs will be paid in the month of production and the 

remaining 25% in the following month.
 • 50% of variable overheads will be paid in the month of production and the 

remaining 50% in the following month.
 • There is a tax liability of $80 000 to be paid in November.
 • The company will purchase a new machine for $60 000 in September, payable in 

three equal instalments during September, November and December.
 • Fixed overhead costs are $30 000 per month (including depreciation of $4 000).

 The bank balance on 1 September 2018 is expected to be $28 000 overdrawn.
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 (a) Prepare a cash budget, in columnar format, for each of the three months 
September, October and November 2018

  Present your budget on this page, and use page 10 for workings. 
(14)
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 (c) Evaluate Larsson Irvine Ltd’s cash flow.
(5)

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

(Total for Question 2 = 23 marks)



*P57476A01224*
12

 

 

3 Evandro Diamonde Ltd operates an integrated accounting system.

 The following information is available for Period 5.

 Opening balances of inventories:

   $

  Raw materials 92 700

  Work-in-progress 54 580

  Finished goods 68 940

 During Period 5 the following transactions took place:

   $

  Purchases of raw materials (on credit) 275 850
  Production overheads absorbed 64 880
  Direct wages 56 050

  Indirect materials issued to production overheads 14 650
  Indirect wages and salaries 20 800

  Other production overheads 9 680
  Materials written off 2 820

  Administration overheads 81 300
  Selling and distribution overheads 48 900
  Depreciation on production machinery 19 200
  Sales 660 100

 Closing balances of inventories:

   $

  Raw materials 62 960

  Work-in-progress 14 900

  Finished goods 28 440
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 (a) Prepare the following accounts for Period 5.

  (i) Raw Materials
(3)

Details $ Details $

  (ii) Work-in-progress 
(3)

Details $ Details $
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  (iii) Finished Goods
(2)

Details $ Details $

  (iv) Production Overheads
(4)

Details $ Details $
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  (v) Profit and Loss
(4)

Details $ Details $

 (b) Explain two key features of a non-integrated accounting system.
(4)
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4 Wilson Tomori manufactures and sells two products, Aye and Bee.

 Each product uses two types of raw material and employs two grades of labour.

 The following budgeted information is available for the next period.

 Sales Product Aye 1 675 units Product Bee 2 780 units

 Production costs Product Aye Product Bee
  $ per unit $ per unit

 Direct materials
 Material Delta ($6.50 per kilo) 7.80 3.25

 Material Gamma ($8.20 per kilo) 4.10 6.56

 Direct labour

 Skilled ($12.80 per hour) 9.60 3.84

 Unskilled ($9.00 per hour) 11.25 5.40

 Inventory holding Start of period End of period

 Product Aye 215 units 180 units

 Product Bee 235 units 325 units

 Material Delta 210 kg 175 kg

 Material Gamma 361 kg 265 kg

 Prepare the following for the next period:

 (a) (i) production budget (units of each product)
(3)
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  (ii) raw material purchases budget (total kg and total cost) for Material Gamma 
only

(5)
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  (iii) direct labour budget (total hours and total cost) for skilled labour only.
(4)
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 (b) Explain two reasons for preparing budgets.
(4)
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5 Toral Henrikkson Ltd uses absorption costing, based on a direct labour hour rate, to 
establish the production costs for the three products it manufactures.

 The budgeted details for the next period are as follows:

 Product Exe Whye Zed

 Production (units) 3 000 2 500 2 000

 Direct labour hours per unit 4 5 3

 Direct materials (kg) per unit 5 4 3

 Machine hours per unit 2.5 4 3.5

 Production overheads for the period are $683 200 and are absorbed on a direct 
labour hour basis.

 (a) Calculate, using absorption costing, the production overhead costs for one unit of 
each product. Give your answers to two decimal places.

(4)
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 The company is now considering using activity-based costing (ABC) to calculate the 
production overhead costs of each product.

 The following overhead information is available for the period:

 Activities Costs ($) Cost drivers

 Inspection 199 200 Number of production runs

 Machining 186 600 Number of machine hours

 Packaging 99 000 Number of orders

 Material handling 198 400 Quantity of material used

 Exe Whye Zed

 Number of production runs 150 200 250

 Number of orders 150 175 225

 (b) Calculate, using activity-based costing, the production overhead costs for one 
unit of each product. Give your answers to two decimal places.
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