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QUESTION ONE 

a) Environmental management accounting techniques are increasingly becoming relevant in a bid to control 

the environmental costs insured by firm. 

i.  Explain any FOUR internal environmental costs and FOUR external environmental costs that 

companies operation in Kenya must consider in their cost analysis.    (8 marks) 

b) Explain Four shortcomings of a traditional management approach is addressed environmental costs and 

issue.            (8 marks) 

c) Explain any three factors that demonstrate the importance of lifecycle budgets approach, which is a 

recent. Development in budgeting and management Accounting.    (6 marks) 

d) Management accounting practices have evolved over time, completely changing the role of the 

management accountant in an organization.  Explain the retrospective role of a traditional management 

accountant and contrast this role with the new dimensions of modern   and management accounting 

practice.           (8 marks) 

QUESTION TWO 

Target costing is a market based priding which starts with the target price, which h is based on an 

understanding of customers perceived value for a products or service 

i.  Explain three reasons target costing focus on customers and competitors in a strategic 

management approach.        (6 marks) 

ii. Highlight FIVE steps followed in developing target prices and target costs.  (10 marks) 

iii. ABC electronics manufacturer small digital laptops for sale to primary school children.  A market  

analysis revealed the product can and  be sold profitably at a  profit margin of 30% above cost 

Cost. 

The following information is p provided 

Targeted sales volume 200,000 units one year 

Target selling price Shs. 600 per unit 

Projected Cost per unit Sh. 500per unit 

Required 

i. Determine the Total cost that management will strive to incur given the target estimates 

(4 marks) 

 

ii. Suggest the measures that management will undertake to bring down the cost to the Target level. 

(3 marks) 



QUESTION THREE 

a) Over the past two decades, management accounting has witnessed changes within the existing 

frameworks as well as extensions outside the established realms.  One of such extensions is the backflush 

costing. 

i.   Explain the meaning of backflush costing and describe how this method is basically 

implemented.          (4  marks) 

ii. Highlight the advantages of backflush costing in simplifying inventory costing compared to the 

traditional inventory costing system.        (6 marks) 

iii. RWC Company assembles handheld spraying machines for use in agricultural farms.  The 

Company uses a backflush costing system with three trigger point namely. 

i. Purchase of direct materials 

ii. Completion of goods finished/units of products 

iii. Sale of finished goods. 

Assuming no opening inventories, the following data is provided 

1) Direct  material  purchased Sh. 2, 754,000 

2) Direct material issued Sh. 2,733, 600 

3) Conversion costs incurred Shs 723,600 

4) Conversion costs allocated Sh. 750,000 

5) A standard material cost of Sh. 102 per unit, and standard conversion cost of Sh. 28 per unit is 

anticipated. 

6) 26,4000 units were produced in the month of January, 2018 and 26,400 units were sold during the 

month 

7) Acted direct material cost per unit was Sh. 102 and acted conversion cost was sh. 27per unit. 

Required. 

Journal entries record the above information using the backflush costly system.    (10 marks) 

 

QUESTION FOUR  

a) Through put accounting aims at reducing the costs that are inventoried, with a view of reducing the 

valuable costs.  Incurred by a firm clearly, explain how through put accounting differs from variable 

costing an absorption costing.        (6 marks) 

b) Company XYZ uses thorough put accounting techniques.  The data below is provided for year 2017. 



Revenue per unit  Sh. 100 

Units sold   600 units 

Opening Inventory  0 

 Direct materials used 800 units 

Unit cost of direct materials Sh. 11.00 per unit. 

Ending inventory   200 units valued at unit cost 

Required  

Calculate the thought put contribution for XYZ Ltd.     (8 marks) 

c) Explain any ethical issues that management accountants face as they discharge their daily duties. 

(6 marks) 

 


