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Note: answer four questions

Q1 / A-What are the elements of costs, explain in details
B- How could you improve the productivity, explain factors?

(251

Q2 a contraclor has two choices to buy two machines, if the interest rate was
12"/o which one he will choose? use the net present value(NPV) analysis

i lnitial cost
Machine 1 Machine 2

Ftvtaintenance cost
20000- loooii yeir 1500$/year

10

25000

i Useful lile
Salvage value 12000s 14000s
Revenue 4500S/year

Q3 / A company have the following da{ails:
Fixedcost=S4.000.000
Variable cost per unit = 5 150
Selling price per unit = $ 250,
Find

(a) The break-even sales quantity,
(bl fhe break-even sales
lf the actual production quantity is 60,0O0, find

(i) Contributaon; and
(ii) Margin of safety by all methods.

Q4/ A machine has the information shown in the table,
retum {lRR), it is expecled lo be between 10 7o and 67o

I Usetul life 20 years
Purcdase price '16 million S

3500S/year
(25 )

(251

calculate the internal rate of

' Saivage value
r Maintenance cost
lRevenue

Tiaes cost

(25)

Q5 /a- what are the stages of product life cycle explain?
b- t Jhen preparing feasibit:tj/ study a rnarket studj/ shoutd be done, explain?

(2s )

Eest wishes ...
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cost can be broadly classified into vqriuhle cost and overhead cost Variabre cosryane,r]yrti tlsrp_1qrnr.-ajsad!_sllsr_Ehr_lq .vsrncadjpi!]ii!.*td
the production rlolumq.



Variable cost can be
and direct expenses.

funher classified

The overtread cosr can h "p*il.{ into factorv overhead, administrationoverhead. selline overhead, and disrribution overheJ. 
-

oDr5jlr.."t""", 
costs are rhose cosrs of materials rhaa are used to produce the

Direct labour cost is the amount of wages paid to the direct labour involved in theproduction activities.
Direct expenses are thos€ exDenses that.vary in relation to the production volume.other than the direct material costs and direct lahour costs

*::Tad_cost 
is rhe aggregate of indirecr material cosrs, indirect labour cosrs andlndtrect exDenses-

,fjil:l;xr.T"." 
overhead includes alt the costs thar are incurred in administering

Selling overhead is the total exDr
and the expenses relating to sales 

ens€ that is incurred in the promotional activities

,:til;|J.Til".J;;1;ad 
is the roral cost of shipping the items liom the factory site

The selling price ofa product is derived as shown below:

a. Prime cost = Direct material costs + l)irect labour costs + Direcr expensesb. Factorv cost = prime cost + Factory overhead
c. Costs ofproduction = Factory cost + Office and administrative overheadd. 

,Cost 
of sales = Cost of goods sold + Selling and distriir,* *"*""0e. Cost ofsales + profit = Sales

f Selling price per unit = Sales/euantitv sold

into direc material cost, direct labor cost.
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Flgue 4J Lifc-cyctc ofa product.

life-cyclcs of mon&s or cvcn weeks; coqsumer durable like washing machin
have life-crclcs of fivc or r0 years; somc basic commodities rike soap and coil
rem. 

-ain 
in thc maturc stage for dec{des. Unfortunatefy, thcre-'are no rt

guidelines about the length of a tife-cyclc- Sone products'hau" * *".pot<
short life,-g'hile-othcrs stay at the matur€ stagc for a vcry long time. Sor
products, like full cream milk and beer have Ucgn at the Eat; stigc for a lo,
trme, end arc now in a decline.

Organizations can takc several years to develoo a ncw Droduct-
tbey must start ptrnning wcll before the uew product L 

""turuy 
o"J"J.

practice, most organizations keep a range ci products at difierenr statin Oeir life-cycles- This gives loqg-tcrm it Uitity, rvith o"* p.oau"t dphased-in while older ones are doclining and being withdrawn. As a resu;;;;all proCuc';:;r is :=:ct!:d iathcr than having Gde fluctuations, as :h"in Figue 4.9.
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-: ,, rqtroductioD A ncw I
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"J,1fljt.1lYo ?o th: msrket atrd dcmand is row
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-bl*q ft r .*;; ;,ilfl**ilT. ff;},:i thc product aud arc
examPlc, cars, colour tclcvir;.," *-i-:^::Yi1-. ar a co!{!!B{.b&t (for

- 14) Dedine sarq fatLgs o'*ooo 
t"o, postar rrvicc).

r'"*a*;;;F#3fl _Si?L?l#*lf ;*lT*li"{*:ff- (5) 
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black and whitl-tctcvision-Ed

ar qurerctrt sragcs (sce arrr* "r?r"'"-31-fooking at rclaled products rhat arc
unds of p;nter'iort*^."-"i#:1-. I bcrc arr, for cxamplc, scvcral difrcrcnt
colour lascr. pti""ri *ii"r, ::q:jt:: some of thcs€ arc fairly new, such asp.i"*.r nu"" 'dr" 

#"o"u"F 
a-t- 

Pc in.trgductory sbgc; ordinary lascr
througb a 
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,b" :l:-:-1"^ "t" toti"iir,',il#3",il ir"#j
,1H 

* d;"*'r"'',"i. tr ilffi trtr,Tj.'trj,,.;,:fn,#;fr
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