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General Comments 
 
In this session, candidates’ overall performance was just satisfactory.  The passing rate was lower 
than previous session and some candidates got very low marks.  Some of the candidates did not 
answer any questions in section C.  This was probably because candidates were not well prepared 
for the examination and they tended to ignore topics that were seldom examined.  Candidates 
should note that every topic in the syllabus will have an equal chance to be examined.  Screening 
out topics for revision would reduce their choices and cause failures in the examination.  
Candidates should therefore start their preparation early enough to cover all topics in the syllabus 
and to allow for “unpopular” topics to pop up occasionally.  Candidates should improve in their 
interpretation skills, making sure they understand exactly the requirement of each question, as well 
as their analytical skills in digesting and relating both the qualitative and quantitative information 
given in the questions. 
  
Among the long questions, the compulsory question B1, relating to traditional absorption costing 
and activity based costing, was answered most satisfactorily.  Optional questions C2 and C3 were 
not answered well.  Majority of candidates did not demonstrate adequate knowledge on budgeting 
and variance analysis. 
 
Section A – 15 Multiple-choice Questions 
 
The performance of the candidates in the multiple-choice questions was not satisfactory.  Fewer 
than half of the candidates could score a passing mark.  This section consists of questions, both 
conceptual and computational, covering a wide range of topics in the syllabus.  In order to improve 
their performance in this section, candidates are expected to thoroughly study all topics in the 
syllabus. 
 
Section B – 1 Compulsory Question 
 
Question B1 
 
Candidates performed well in this section.  More than half of the candidates achieved a passing 
mark.  This compulsory question aimed at testing candidates’ ability in calculating production 
overhead rates based on traditional and activity based costing approaches.   
 
Part (a) required candidates to compute the unit selling price of each product if all production 
overheads were absorbed on a machine hour basis.  Majority of candidates were able to compute 
the overhead rate and the selling price correctly.  However, a few mixed up “margin” and “mark-up” 
and calculated the 60% net profit based on selling price instead of cost.  
 
Part (b) asked candidates to calculate the cost driver rate for each of the four production overheads 
as well as the unit selling price of each product if activity based costing was applied.  Some 
candidates handled this part well and scored high marks.  However, some candidates failed to 
provide correct answers as they were unable to identify appropriate cost driver for each of the 
production overheads and/or continued to calculate the 60% net profit based on selling price 
instead of cost.  In addition, some failed to show the cost driver rate for each of the production 
overheads as required in the question and only provided the overheads amounts allocated to each 
product.  Consequently, no mark was awarded.  Therefore, candidates should be careful in 
responding to the precise requirements of the questions in order not to lose marks. 
 
Part (c) was an essay-type question which required candidates to contrast activity based costing 
with traditional absorption costing and also comment on the selling prices computed in parts (a) and 
(b).  Only a few candidates answered this part and their answers were irrelevant. 

  



 

 

Section C – 3 Optional Questions 
 
Question C1 
 
This question was designed to test candidates’ knowledge on equivalent units and process account 
and the performance was fair.  Though more than half of the candidates obtained a passing mark, 
the mean score was comparatively low.  It reflects that some candidates lacked the knowledge on 
this topic and thus scored low marks. 
 
Candidates were asked to calculate (a) the number of equivalent units for direct materials, labour 
and overheads using the first-in-first-out (“FIFO”) method and (b) the cost per equivalent unit for 
direct materials input, labour and overheads.  Some candidates were able to derive the completed 
units for last month correctly.  However, some mixed up the formulae of FIFO and weighted 
average methods.  They failed to include the opening work in process (“WIP”) inventory in 
computing the equivalent unit and wrongly added the opening WIP inventory costs in deriving the 
cost per equivalent unit for each component.  Consequently, wrong answers were provided.    
 
Part (c) required candidates to prepare the process account for last month and show the detailed 
workings on the costs of both units transferred to next process and closing WIP inventory.  Majority 
of candidates had no problem in computing the costs of closing WIP inventory.  However, only a 
minority knew how to calculate the costs of the completed units (i.e. cost of opening WIP inventory + 
cost incurred on opening WIP inventory in current period  + cost of units started and completed in 
current period).   
 
Part (d) was badly answered.  Candidates failed to define abnormal loss and explain how it may 
occur and be avoided. 
 
Question C2 
 
This question hinged on the topic of budgeting and the performance was far from satisfactory.  Not 
many candidates could get a passing mark. 
 
Part (a) required candidates to prepare a purchases budget for the months from September to 
December.  This part was handled poorly by the candidates and some of them could not score any 
marks.  Majority of candidates failed to work out the cost of goods sold figures basing on the sales 
revenue and mark-up percentage provided in the question.  Besides, some of them did not 
recognise that the closing inventory should be added while opening inventory should be deducted in 
preparing the purchases budget.  As a result, incorrect answers were provided.   
 
Part (b) asked candidates to prepare a cash budget for the months from October to December 
together with a total column for the quarter.  Few candidates could calculate the cash balances 
correctly.  It is apparent that some candidates misunderstood the sales collection and purchases 
payment patterns as stated in the question and thus placed the sales receipts and purchases 
payments in inappropriate months.  In addition, some of them failed to provide a total column for 
the quarter and thus lost marks.  This again reveals candidates’ carelessness in reading the 
question.  
 
In part (c), candidates were asked to distinguish between incremental budgeting and zero based 
budgeting.  Quite a number of candidates either omitted this part or gave irrelevant answers.  One 
candidate even mixed up incremental budgeting with incremental cost.  This reflects that 
candidates lacked the knowledge on these issues.  
 

  



 

 

Question C3 
 
This question aimed at testing candidates’ knowledge on the calculation of various types of 
variances and the result was quite disappointing.  Most of the candidates failed in this question and 
few of them even got zero mark.   
 
Part (a) required candidates to calculate the direct materials, direct labour, variable manufacturing 
overheads and fixed manufacturing overheads variances.  Majority of candidates failed to compute 
the important figures required for the calculations such as the standard direct labour cost for actual 
hours utilised, the standard direct labour hours for actual output achieved, the standard variable 
manufacturing overheads per labour hour and the budgeted fixed manufacturing overheads.  The 
answers show that candidates were not familiar with this topic and did not know the formulae for 
calculating these variances.  The computation of variances is an important part in management 
accounting and candidates should study this area in depth. 
 
Part (b) required candidates to state two possible causes for direct materials price variance and 
usage variance calculated in (a)(i) and (a)(ii).  Few candidates answered this part, though majority 
of them gave relevant causes and scored high marks.  Therefore, candidates should try to attempt 
the essay-type questions as mere avoidance will cause them to lose marks. 
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