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1 REQUIRED

 (a) The closing stock valuation for Martin Ltd as at 31 December 2013, 2014 and 2015, using 
each of the following methods of stock valuation (periodic basis):

• FIFO
• LIFO. [8]
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 (b) The gross profit for each of the years 2013, 2014 and 2015 under the FIFO method of stock 
valuation (periodic basis). [9]
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 (c)* Discuss the appropriateness of the FIFO, LIFO and AVCO methods of stock valuation. [14]
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2 REQUIRED

 (a) (i) The current factory overhead rate
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  (ii) Calculate the selling price of job NG113 using the current factory overhead rate.
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 (b) In line with the director’s comments, calculate the overhead recovery rate for each department 
using the following methods:

• direct labour hour rate
• machine hour rate. [6]
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 (c) The selling price of job NG113 to the customer using the direct labour hour rate for each 
department.
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 (d) Evaluate, for Grant Ltd, the current method and both methods stated in part (b) for the 
recovery of factory overheads.
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 (e) Discuss how an inaccurate rate of overhead absorption can adversely affect the profits of a 
business.
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3 REQUIRED

 (a)* A statement showing the gross profit for each of the three years under the FIFO basis of 
valuing issues, if the company used the:

• marginal costing approach to valuing stock
• absorption costing approach to valuing stock. [24]
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 (b) State three applications of marginal costing in decision-making for a business.
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4 REQUIRED

 (a) Calculate

• the standard cost for the total production in May 2016
• the actual cost for the total production in May 2016.
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 (b) Calculate each of the following variances:

• material price
• material usage
• labour rate
• labour efficiency
• total variable overhead
• total fixed overhead. [12]
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 (c) A reconciliation statement for the budgeted (standard) cost for the total production in May 
2016 and the actual cost of production in May 2016.
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 (d) Discuss two possible effects of a favourable material price variance for a business.
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ADDITIONAL ANSWER SPACE

If additional space is required, you should use the following lined page(s). The question number(s) 
must be clearly shown in the margin(s). 
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