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Introduction

This new qualification has been developed from the previous two qualifications -
Cost Accounting and Management Accounting. With this new qualification
candidates should prepare for questions from the entire 10 syllabus topic areas.

There are also five dedicated Assessment Objectives, which will appear in each
paper, in their respective weightings. Although the new qualification consists of
a paper with five questions totalling 100 marks, individual questions are likely to
be of a different value.

The theme for this report will focus on how candidates can improve on their
performance when beginning to answer questions.
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Question 1

Inventory control, production and material budgets (14 marks)
With 1a it is not sufficient to state that material wastage is ‘wastage of
material’, or that product rejection is the ‘rejection of the product’.
Although these are one-mark questions, a little bit more detail is required.

Part b caused an issue. The question asked for the number of good units.

ic) Calculate, for Year 4, the number of good units that need to be produced for 2
Product A and Product B.
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\ Examiner Comments
\ Most candidates produced this answer to 1c. It was not clear
what were the good units required. However, the candidate
went on to use the correct production units for 1d, gaining
the maximum marks.

(c) Calculate, for Year 4, the number of good units that need to be produced for //
Product A and Product B, O _ ¥ )
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Examiner Comments

candidate has been specific about the net (good) and gross
production.

\/\r Although this answer seems similar to the first example, the
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(c) Calculate, for Year 4, the number of good units that need to be prodyced for
Product A and Product B.

(2)
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| Examiner Comments

|
\ —~ Why this distinction is important is that this candidate

/\I identifies the good production in part c, but then fails to
| identify the gross production for part d.

. Examiner tip
. As we have mentioned previously, it is important that
candidates communicate effectively.
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Question 2

Cost-volume-profit analysis (21 marks)

There were no real issues with this question, although candidates still
struggle to draft an effective break-even/profit-volume chart.

Question 3
Marginal and absorption costing (24 marks)

This question confirmed the importance of providing effective workings.

(a) Calculate, for the first six months of the year, the:
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'\ Examiner Comments

|
\ ~This candidate has the $32 (cost of production per unit) and

/\I the $39.50 absorption cost, to be used in 3b. However, they
| have made a mistake in attempting to calculate the overall

costs of production.

LCCI Cost and Management Accounting ASE20098

7




........ %Qﬂ&&{}:’f[mm}_"-:pﬁ'& At e S r‘S-I*C' e

The One Product company. which produces a part for the motor industry, has
budgeted to make 6400 units in a year. The units sell for $80 each.

I
The standard unit variable production costs are as fol lows:

Direct material A 3 kg at $2.00 per kg

Direct material B 4 kg at $1.50 per kg

Drirect labour ) 1.5 hours at $12 per hour
Wariable overheads Absorbed at $2.00 per unit

] j —_ -
The fixed overheads are expected to be S48 000 pef yéar, becurring evenly over the
imed rake

year. These are absorbed at a predeterm rate based on direct labour hours.

The following actual information is available for the first six months of the year:

Dpening imneentory FO0 units
Sales 2100 wnits
Closing inventory 200 units

Fixed overheads for the six months were equal to budget.
Variable costs per unit wereés per standard production cost.
Actual direct labour howrs per unitAvere as per budget.

{a) Calculate, for the first six months of tha wear, the:

fi} actual costs of production
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{b) Prepare a trading account for the first six months of the year using absorption
costing

Clearly show any over/under absorption of overheads. /
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Examiner Comments

This candidate has the $32 (cost of production per unit) and
the 3,000 units. They have got 3aii incorrect, but still have
the opportunity to score full marks for 3b. However, there
are figures in 3b, which should probably have originated in
3a, that have been presented with no workings. The
candidate must have had to calculate the $18,000 for
material A, but leaves it for the examiner to determine this is
3,000 units x $6, which is the same situation for the next
three figures.

Examiner tip

Once you have worked out figures in an earlier part of a
question, apply them in full, if they are required for a later
part. Write down what you are entering into your calculator.
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(a) Calculate, for the first six months of the year, the:

(i} actual costs of production
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Clearly show any over/under absorption of overheads.
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{b) Prepare a trading account for the first six months of the year using absorption
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Examiner Comments

This candidate has an incorrect figure of $33 for the cost of
/\r production per unit, as well as the correct $7.50 for the

absorption cost, giving an own figure of $40.50, to be used
in 3b. However, this has not been used. They have not
identified $24,000 in 3ai, and used $48,000 in 3aii. They
have then gone on to use $24,000 in 3b, when they needed
to use the $23,250 calculated in 3aii.

(if) over/under absorption of fixed production overheads.
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Examiner Comments

This candidate has the correct answer of $1,500, but fails to
/\r make it clear if this is an under or over absorption, which is

not confirmed in the answer to 3b.

Examiner tip

The question asks for the over or under absorption. Be clear
about what you have calculated, and communicate this to
the examiner.
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(i) ower/under absorption of fixed production overheads. / —3

{b) Prepare a trading account for the first six months of the year using absorption
costinag.

Clearly show any over/under absorption of overheads.
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Examiner Comments

\ This is an extreme example of a candidate’s answer. It is
/\r difficult to follow the answer presented, however a number
of marks were able to be awarded.
$37.50 is shown in 3b, with no indication as to where this
came from. This was not deemed to be an own figure, so the
candidate lost marks. This was common of many of the
answers seen.
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(b} Prepare a trading account for the first six months of the year using absorption
costing.

Clearly show any over/under absorption of overheads.
{7}

Sales = 3loox Ro= 248000 ;
Gt of geods  sold

Examiner Comments

\ All too often this was the style of answer presented. The
/\r question asked for a trading account using absorption
costing. There is a long formula with a random answer at the

end. This scored no marks. Had the candidate arrived at the
final figure of $124,050 they would have received 1/7.

Examiner tip

The examiner will try and award marks. However,
candidates must present the information in a legible format,
with full workings.
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Question 4

Flexible budgets (22 marks)

There were no issues with the production of the flexible budget. However,
once again, candidates failed to identify the variance correctly.

\ Examiner Comments
\ This has been referred to numerous times since the first
report (June 2016) and still candidates are not following the
recommended instructions. Centres need to reinforce what is
required. [Refer to the March 2017 report for more detail].

Question 5
Process costing (19 marks)

Part (a) asked for an explanation of the term ‘process costing’. Many
candidates drew up a process account, which scored no marks.

Examiner tip

Look for the ‘command’ word at the start of the question —
state, describe, identify or explain.

Part b was relatively well answered. Unlike question 3, most candidates
provided full workings, making it easier to award own figures, where the
candidate did not have the correct answer.
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(b)) Calculate, for month 4, the:

(i) equivalent units and cost per unit for each element of cost
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{iii) value of the transfer to the finished goods.
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\ Examiner Comments
\ This candidate has not attempted part bi correctly. However,
they went on to get 2/3 marks for bii and 3/3 for biii, based
on their own figures. You can see that full workings have
been provided.

LCCI Cost and Management Accounting ASE20098 15



‘*-'CLaui -:-? ..1“""1155;31 <5«t: Q“ 5‘;«.@[ &qd‘ci . v}{‘:?gﬁ] e

0

value of the transfer to the finished goods.

*bmﬁri iﬂ%co~f Gecoxp7127 = % 13992
Peoduckon oohead ( Gecox B82-5D = X 1eaeq. . ..

bl d - B12000

went on to get 3/3 for biii, based on their own figures. You
can see, once again, that full workings have been provided.

Examiner Comments
This candidate made one mistake on part bi. However, they

16
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\ Examiner Comments
\ This candidate got part bi correct. They went on to get 3/3

for biii, as the answer was correct. However, their
/\r calculations had not been completed, which might have lost

them marks had the final answer not been correct.

Examiner tip

The question asks for the value of the transfer of finished
goods, which will be a final figure. However, the mark
scheme is constructed to allow for partial marks to be
awarded, where the candidate does not have the correct
answer. A number of different approaches were adopted by
candidates when answering part biii, and the model
answer/mark scheme was adjusted to account for all these
different approaches.

The final part of question 5 was a small (4 mark) section on MIS. As with
many written parts, it was not well answered. Candidates and centres
should look at the model answer to this section, and the other times this
has appeared in previous papers, to gain a perspective on what is
required.
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Paper Summary
Overall, there were some very good answers for most parts of the paper.

Centres need to look closely at question 3. This would provide an
excellent resource for demonstrating to candidates how to deal with the
topic.

Aim to communicate more effectively with the examiners, with particular
reference to showing workings and completing calculations.

Use the blank spaces provided in the answer booklet to provide workings.
Try to avoid using additional sheets of paper.

Improve the layout and accuracy of the work presented.
Conclusion

Centres should take advantage of published sample assessment material
as well as past papers to provide preparation opportunities for their
candidates. These resources can be used as ‘mock’ exams to assess the
candidates’ likely level of achievement at Level 3 before entering them for
the examination by referencing the published boundaries for past papers.
It also helps to familiarise candidates with the style of questions and
provide examples of what examiners are looking for in narrative
questions.
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Grade Boundaries

Grade boundaries for this, and all other papers, can be found on the
website on this link:

http://qualifications.pearson.com/en/support/support-topics/results-
certification/grade-boundaries.html
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