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General Comments 
 
This examination was overall simple and straightforward.  However, the pass rate in this session 
was lower than that of the last session.  Some of the candidates attempted less than the required 
number of questions in section C.  This was probably because some of the topics were not 
expected and practised by them.  Candidates should note that same topics will not be repeated 
session after session and every topic in the syllabus will have a chance to be examined.  Therefore, 
in order to achieve a pass mark, candidates are advised to study in detail all areas of the syllabus 
and practise different types of questions to perfecting their understanding on the topics examined. 
 
Among the questions in sections B and C, Question C3 relating to inventory valuation was 
answered most satisfactorily.  Question C1 was handled poorly by candidates since they did not 
demonstrate adequate knowledge on equivalent units and process account.  Similar to previous 
sessions, majority of candidates felt timidity when answering essay-type questions and performed 
badly in these questions.  Candidates should note that a considerable weighting is attached to 
essay-type questions to test their understanding in the fundamental concepts of management 
accounting as well as their applications.  Mere avoidance of these questions will cause them to 
lose marks.  Therefore, candidates are advised to spend time to overcome this area and improve 
their written presentation techniques. 
 
In this session, one candidate was found to use pencil in answering the questions.  Candidates 
should respect themselves as potential professionals and should use pens to answer the questions. 
 
Section A – 15 Multiple-choice Questions 
 
The performance in the multiple-choice questions was not so satisfactory.  Quite a number of 
candidates obtained zero marks for Questions A11 to A15 which contributed to 10% of the overall 
marks.  To improve performance in this section, candidates are advised to exercise more care in 
reading and answering the questions and prepare themselves more fully to cover every part of the 
syllabus. 
 
Section B – 1 Compulsory Question 
 
Question B1 
 
This compulsory question hinged on the topic of cost-volume-profit (“CVP”) analysis and the overall 
performance was satisfactory. 
 
Part (a) of the question required candidates to calculate the unit contribution margin, the breakeven 
point (in units and in sales value) and the margin of safety (in units and in percentage) for the 
rechargeable portable fan for the last financial year.  Majority of candidates had no problem in doing 
these and scored full marks in this part.  However, few candidates did not know how to calculate the 
margin of safety in units and in percentage.  As the margin of safety figures are important indicators 
for management in making decisions, candidates are advised to study this part more thoroughly. 
 
In parts (b)(i) and (ii), candidates were asked to prepare budgeted operating statements using 
contribution margin approach for each option planned by the management for the coming year.  For 
both options, candidates were required to recalculate the production capacity, adjust the variable 
costs according to the information provided and also treat the additional promotion cost and one off 
cost to modify the production facilities as fixed costs.  Some candidates performed badly in these 
parts.  They failed either to compute the production capacity correctly or to adjust the variable costs 
based on the new production volume and thus gave incorrect answers.  Also, some candidates did 
not use the contribution margin approach in preparing their statements and lost marks.  Part (b)(iii) 
required candidates to give advice and recommend an option to management based on the figures 
computed.  As stated in the question, the company could achieve same operational result of last 
year in the coming year.  Therefore, in making the recommendations, candidates should compare 
the net profit of both alternatives together with that of last financial year.  However, majority of 



 

 

candidates failed to recognise this and gave incorrect recommendations.  
 
Part (c) was an essay-type question which required candidates to define fixed costs and explain 
whether fixed costs are relevant in making short term decisions.  Candidates were generally able to 
define fixed cost.  However, they failed to point out the relevancy of avoidable and unavoidable fixed 
costs in making short-term decisions.  
 
Section C – 3 Optional Questions 
 
Question C1 
 
This question aimed at testing candidates’ knowledge on equivalent units and process account and 
the performance was very disappointing.  Few candidates could obtain a pass mark. 
 
Part (a) required candidates to calculate the number of equivalent units and the cost per equivalent 
unit for materials, labour and overheads using the weighted average method.  The poor performance 
of some candidates may be due to the fact that they did not know how to compute the number of 
completed units (i.e. completed units + opening WIP ‒ closing WIP – normal loss).  In addition, some 
candidates mixed up the weighted average method and the first-in-first-out method and included the 
opening work in process inventory in the computation of the equivalent units for each component.  
As a result, wrong figures were provided.   
 
In part (b), candidates were asked to prepare the process account.  Few candidates scored good 
marks in this part.  Majority of them did not exhibit sufficient knowledge on computing the costs for 
the completed units and gave incorrect answers.  Some candidates also failed to present the 
process account in a proper format. 
 
Part (c) was badly answered.  Candidates failed to explain what equivalent units were and why they 
were required in process costing.  This reveals candidates had insufficient preparation in this topic. 
 
Question C2 
 
This question was the least popular question among the optional questions.  It was designed to test 
candidates’ knowledge on budgeting and the performance was average.  Some candidates were not 
familiar with this topic and scored low marks. 
 
Part (a) required candidates to re-draft the costing operating statement using the marginal costing 
approach and in a flexible budgeting format showing whether each of the variance was favourable or 
adverse.  Some candidates failed to adjust the cost elements and sales revenue to suit the level of 
activity actually attained.  Few did not re-draft the flexible budget and only compared the budgeted 
and actual figures provided in the question.  This was because they did not really understand the 
question or they lacked the knowledge on flexible budget and did not know how to re-draft the 
statement.   
 
Part (b) asked candidates to prepare the production budget in units by month from January to March 
next year.  This part was not performed well.  Some candidates did not recognise that the closing 
inventory should be “added” and the opening inventory should be “deducted” in preparing the 
production budget.  Even for those candidates who were able to handle the opening and closing 
inventories properly, they failed to include the 10% natural wastage of the production output in their 
answers.  
 
Part (c) was answered unsatisfactorily as none of the candidates could score mark in this part.  They 
either omitted this part or failed to differentiate basic standards and attainable standards in budget 
preparation in their answers. 
 
 
 



 

 

Question C3 
 
This was the most popular question in the section and was answered satisfactorily.  This question 
aimed at testing candidates’ knowledge on inventory valuation.   
 
Part (a) required candidates to write up the inventory ledger accounts for the product using different 
methods of inventory valuation: (i) first-in-first-out; (ii) last-in-first-out; and (iii) weighted average.  
Majority of candidates demonstrated a good understanding on this topic and had no problem in 
preparing the ledger accounts.  However, some candidates failed to realise that the units sold should 
be recorded with the purchase cost and thus scored low marks.  Candidates are reminded to pay 
attention in the layout of the ledger accounts as poor presentation will cause them to lose marks.   
 
In part (b), candidates were asked to calculate the gross profit for the period using the three methods 
of inventory valuation mentioned in part (a).  The performance for this part was also good and 
majority of candidates were able to give correct answers.   
 
Part (c) asked candidates to differentiate the cost and net realisable value of inventories.  This part 
was not performed well and most of the answers were irrelevant.  Many candidates did not attempt 
this part.  This reveals their weaknesses and deficiency in answering conceptual questions. 

 
 

[ END OF EXAMINER’S REPORT ] 
 
 
 


