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Question 1
AquaGlow Industries is a mid-sized manufacturing company that produces eco-friendly, reusable water bottles. As part of the 2025 strategic plan, the management has requested a detailed budgeting exercise to support decision-making and improve internal control over production, materials, and cost management.
The finance team is tasked with preparing a master budget for Quarter 1, 2025, including key supporting budgets. The budgeting process should reflect effective coordination between departments and anticipate fluctuations in demand.
	Quarter
	Unit Sales

	Q1
	6,000

	Q2
	7,000

	Q3
	7,500

	Q4
	7,500



Additional Information:
· Selling Price per Bottle: $18
· Expected Sales Volume:
· Desired Ending Inventory of Finished Goods: 25% of the following quarter's sales
· Opening Inventory (Q1): 1,500 units
· Direct Materials Requirement:
Each unit requires 2.5 kg of recycled plastic
Cost per kg: $2.80
· Desired Ending Inventory of Direct Materials: 15% of the following quarter’s production requirement
· Opening Inventory (Q1): 3,000 kg
· Direct Labor Cost: Each bottle requires 0.4 hours of labor at $10 per hour
· Overhead:
· Variable Overhead: $3 per unit
· Fixed Overhead: $60,000 per quarter (includes $10,000 depreciation)
Required:
a) Prepare the following budgets for AquaGlow Industries for Q1 2025:
i) Sales Budget									(4 marks)
ii) Production Budget								(4 marks)
iii) Direct Materials Budget (including purchases)				(2 marks)
iv) Direct Labor Budget								(2 marks)
v) Manufacturing Overhead Budget						(4 marks)
b) Discuss TWO (2) strategic benefits of preparing a master budget in advance. Your answer should reflect a managerial perspective relevant to a manufacturing business.	(4 marks)




Question 2
LuminaTech Solutions is preparing to launch a new smart lighting product called the “Smart Eco Light.” The company aims to adopt a pricing strategy that ensures profitability while staying competitive in the market. Accurate costing is essential before finalizing the selling price.
The following cost estimates have been provided for producing one unit of Smart Eco Light:
· Direct Materials: $30
· Direct Labor: $20
· Variable Manufacturing Overhead: $10
· Fixed Manufacturing Overhead (allocated): $25
· Selling & Administrative Expenses: $15
The marketing department has identified a target selling price of $120, with a desired profit margin of 25% on sales
Required:
a) Compute the following for one unit of Smart Eco Light:
[bookmark: _Hlk195304960]i). Prime Cost									(3 marks)
ii). Manufacturing Cost 								(3 marks)
iii). Total Product Cost 								(2 marks)
b) Evaluate and justify whether the current cost structure aligns with the target cost by analyzing the cost data provided. Support your evaluation with appropriate financial justification.                												(8 marks)
c) Briefly explain TWO (2) advantages of using target costing over cost-plus pricing in highly competitive markets.									(4 marks)


Question 3
GreenTech Appliances Sdn Bhd is a Malaysian manufacturer of energy-efficient home appliances. The company is preparing to launch a new eco-friendly air purifier named “GreenAir Pure”, aiming to meet both performance expectations and sustainable standards.
As part of its pricing strategy, GreenTech’s management is debating between two roles the company plays in the market:
· For its customized products, it functions as a price setter.
· For its mass-produced items, it functions as a price taker.
The finance team is required to provide costing information to assist in setting prices that are both competitive and profitable. Managers are considering cost-plus pricing for the customized segment and target costing for the standardized product lines.


a) Discuss the different roles of costing information in supporting pricing decisions for GreenTech Appliances when acting as:
i) a price setter 							(2 marks)
ii) a price taker 							(2 marks)
b) [bookmark: _Hlk195306461]Explain how short-run and long-run pricing decisions differ, and evaluate how GreenTech should use cost information in both contexts.					(4 marks)

c) Explain TWO (2) advantages and limitations of cost-plus pricing. 		(4 marks)

d) Evaluate the transformation of cost information through the application of target costing in product development.								(4 marks)

e) Assess the risks of relying solely on cost data when setting prices. How can GreenTech integrate market demand and competitor data with cost information to improve pricing decisions?									(4 marks)

Question 4

Didianas Company producing plastic bottle. The following information is the cost spend to produce plastic bottles
	Unit selling price
	$10

	Unit variable cost           
	$6

	Fixed manufacturing cost per period 
	$300,000

	Non-manufacturing costs per period 
	$100,000


    




Budgeted activity is for 150,000 items to be made each period.  There were no opening inventories at the start of Period 1, and all production is finished within each period. Assume actual manufacturing fixed costs are £300,000 for each period.Here is a schedule of production and sales for each period 1-5 inclusive.
	Period
	1
	2
	3
	4
	5

	Sales (‘000)
	150
	120
	180
	150
	140

	Made (‘000)
	150
	150
	150
	150
	170



a) Prepare Absorption Costing Statements of Didianas Company for each period 1-5 inclusive. 						                                          	(16 Marks)

b) Provide TWO (2) arguments in support of absorption costing.		(4 Marks)


Question 5

A company manufactures a standard product using two materials: Material A and Material B. The following information is provided for the production of 1,000 units of the product:
· Standard material mix:
· Material A: 60%
· Material B: 40%
· Standard prices:
· Material A: Rs. 5 per unit
· Material B: Rs. 8 per unit
· Actual material usage:
· Material A: 550 kg
· Material B: 350 kg
· Actual prices:
· Material A: Rs. 6 per unit
· Material B: Rs. 9 per unit
· Standard labor details:
· Standard time per unit: 2.5 hours
· Standard rate of pay: Rs. 2 per hour
· Actual labor usage:
· Actual hours worked: 2,000 hours
· Actual wages paid: Rs. 4,500
· Idle time: 25% of actual hours worked
· Actual output: 1,000 units
a) Calculate and interpret the following variances for both material and labor:
i) Material Mix Variance (MMV)						(3 Marks)
ii) Material Usage Variance (MUV)						(3 Marks)
iii) Material Price Variance (MPV)						(3 Marks)
iv) Labor Cost Variance (LCV)							(3 Marks)
v) Labor Rate Variance (LRV)							(3 Marks)
vi) Labor Usage Variance (LUV)							(3 Marks)
b) Discuss the impact of these variances on the company’s overall cost management and profitability. 										(2 Marks)



2

		Page 1 of 4


image1.jpeg
NJilai

UNIVERSITY




