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Instructions to the Candidates 

  

(1) This paper consists of five (05) questions and seven (07) pages. 
 

(2) Answer only four questions. 
 

(3) Time allocated for the examination is two (02) hours. 
 

(4) Write your Index Number on all pages of answer scripts. 

 

(5)        Table provided. 
 

(6) Scan all answer sheets into a one PDF file and submit into the submit box. 

 

(7)       If a page or a part of this question paper is not printed, please inform the Supervisor  

            immediately.  
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01.  

a. “Traditional costing system can provide misleading information for decision 

making”. Do you agree? Explain your answer with examples? 

(07 Marks) 

 

b. “Many large-scale service organizations encourage the application of activity-

based costing to analysis the cost of their services”. Discuss this statement 

considering features of activity-based costing.  

(08 Marks) 

c. Explains how do management accountants support strategic decision in service  

organizations.                                                                                                                                                             

                                                                                                                                   (10 Marks)  

                                                                                                                         (Total 25 Marks) 
 

02.  

a. Super Travels Lanka (Pvt) Ltd. is an air ticket agent and international visa 

consultant. The company specializes in flights between Sri Lanka and Australia and 

booked air tickets on Sri Lankan airline at Rs. 150,000 for a round-trip until June 

2022. The company collected a commission of 5% from Sri Lanka airline for each 

ticket booked. The commission is the only source of revenue for the company as 

the economic crisis has caused disruption.  

 

Super travels’ costs are as follows.  

Fixed costs: 

Office rent    Rs.100,000 

Employee salaries   Rs.250,000  

Other fixed costs   Rs.50,000 

Variable cost (per ticket): 

Ticket hand Delivery fee  Rs. 250 

Sales commission   Rs.500 

Other variable costs   Rs.1250 
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Due to the economic crisis, Sri Lankan Airline has announced a new commission 

scheme for all ticket agents. Accordingly, the airline will pay a commission of 5% 

per-ticket up to a maximum of Rs.100,000. Any ticket costing more than 

Rs.100,000 will generate a commission of Rs. 5,000 regardless of the air ticket 

price.  

Calculate the following for Super Travel’s company under the old and new 

commission schemes.  

i. how many round-trip tickets should Super Travel sell each month to break 

even? 

ii. Calculate to earn an operating income Rs.500,000? 

(15 Marks) 

b. i. Susuki Ltd. is a leading repair and maintenance service provider in Sri Lanka. 

Standard and actual time allocated for a job and the payment rates for their 

employees are given below. 

Standard hours for the specific job                     500 hours 

Actual hours used to complete the job              550 hours 

Standard wage rates per hour   Rs.1200 

Actual rate of wages per hour                             Rs. 1400     

 

Calculate the relevant labour variances. 

ii. Briefly explain how managers use the various type labour variances for  

   controlling a service organization.   

(10 marks) 

(Total 25 Marks) 

 

03.  

a. “Cost-plus pricing is the most suitable for the service-oriented firms in practice”. 

Do you with the above statement? Explain.  

(05 Marks)  
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b. Mr. Silva is the CEO of a 100-room hotel he finished constructing in the Galle area.  

Mr Silva predicts allocating the rooms for 25,000 nights in 2023 (25,000 rooms-

nights). All the rooms are almost similar and will charge a comparable price. Mr 

Silva estimates the following operating costs for the following year.  

Variable cost:  

Water bottles and other consumable items) Rs. 244 per room night.         

Annual fixed costs: 

Employee Salaries    Rs.2500,000 

Maintenance cost of Rooms and pool  Rs.700,000                                                                                          

Other administration expenses  Rs.1200,000 

 

The initial investment for the hotel was Rs. 22,500,000. The target return on 

investment is 20%. Mr Silva assumes the demand for rooms to be uniform 

throughout the following year, and he plans to price the rooms at total costs plus a 

markup.  

i. Determine the price for a room night?  

ii. If the price of a room-night is reduced by 15% then the expected number of 

room-nights could be increased by 15%. Do you think Silva should reduce 

charges by 15%? Explain your answer using relevant calculations.  

(12 Marks) 

 

c. “ The beak even point of a product is reached a lower level of activity in the 

undertaking with a low fixed cost”.  Critically comment on the statement. 
 

                                                                                                                             (08 marks)                                                                                                                                                   

                                                                                                                                 (Total 25 marks) 

04.  

a. DB Company manufactures sports shoes for indoor games using modern 

technology. The present output of the company is 60% of its capacity of 20,000 

units per annum. A foreign company has checked the quality of the company’s 
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product and sent an order of 6,000 shoe pairs at a special price of Rs. 6000 per pair. 

The company has been selling a pair of shoes at Rs. 8,000. The standard cost per 

pair is given below. 

 

Cost unit Rs. 

Leather and other materials 2200 

Labour charges 1200 

Fixed overhead 800 

Administrative variable cost 100 

       

i. Should the company accept the foreign company’s offer? 

ii. What would be your advice to the company if the importer offers to buy 

10,000 units instead of 6,000? 

(15 Marks) 

b. Super Management Service Ltd. evaluated contractors' proposals for constructing 

a new building and selected a contractor who is ready to start as soon as the contract 

is signed and will complete the work in three years. After the final discussion, the 

contractor has offered a three payment plans for the contract value as follows. 

Plan 1:  

a payment of Rs.300,000 on the contract signing date and Rs.5,000,000 at the 

completion time. The completion date is at the end of three years. 

Plan 2: 

an initial payment of Rs.1,000,000 on the contract signing date and Rs.2,000,000 

at the end of the following two succeeding years.   

 

Plan 3:  

an initial payment of Rs.500,000 on the contract signing date and Rs.1,500,000 

each at the end of the next three years. 

 

The MD has requested the Finance Director to evaluate the three payment plans of 

the contractor. The company has a  return rate (ROI) of 12%. Assume no taxes. 
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i. Using the net present value method, calculate the total cost of each of the 

three payment plans being considered by the company. 

ii. Which payment plan do you recommend? Explain your answer.      

                                                                             (10 Marks) 

     (Total 25 Marks) 

 

 

 

 

 

05.  

a. “Sales forecast is the cornerstone for the budgeting”. Explain.  

(6 Marks) 

 

b. Public Corp. expects to have Rs. 27500,000 cash in hand on 1st April 2023, and it 

requires you to prepare a cash estimate for the three months from April to June 2023. 

The following information is supplied to you. 

 Sales  

Rs. 

‘000 

Purchases 

Rs. 

‘000 

Salaries 

Rs. 

‘000 

Administrative 

Expenses 

Rs. 

‘000 

February 70,000 40,000 8,000 6,000 

March 80,000 50,000 8,000 7,000 

April 92,000 52,000 9,000 7,000 

May 100,000 60,000 10,000 8,000 

June 120,000 55,000 12,000 9,000 

 

Other information is as follows.  

i. The company purchases are on a credit basis. 60% of the purchases are paid 

for in the month, with the remainder paid in the following month. 

 

ii. Company sales consist of cash and credit sales, and 20% of sales represent 

cash sales. Credit sales are collected 30% in the sales month, 45% in the 

following month and the balance in the second month following the sale. 
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iii. Delay in payment of salaries and administrative expenses by one month. 

 

iv. Income tax of Rs. 250,000 is to be paid in June 2023. 

 

v. Administrative expenses of the month include monthly office furniture and 

equipment depreciation of Rs. 750,000. 

(12 Marks) 

 

c. “A financial statement analysis report helps to decrease uncertainty in business 

decisions through a rigorous and sound evaluation”. Discuss. 

                                                                                                                            (7 Marks) 

                                                                                                                     (Total 25 Marks) 



 



 


