Q18 Answer 
(a) Calculation of Profit 
(all figs x £1,000)
Year 				2016 		2017 		2018 		2019 		2020
Sales (W1) 			262,500	306,000	390,250	199,000
Variable cost (W2) 		157,500	187,200	243,250	126,500
Contribution 			105,000	118,800	147,000	72,500
Fixed overheads (W3)		17,000		17,850		18,743		19,680
Net cash flow 			88,000		100,950	128,257	52,820
Tax (W4)			Nil		18,400		21,200		26,934		11,092
After-tax profit			88,000		82,550		107,057	25,886		11,092
Disposal 											15,000
Net Profit			88,000		82,550		107,057	25,886		3,908

Workings (in £)
W1 Sales		2016 		2017 		2018 		2019
Demand (units) 		17,500		20,000		25,000		12,500
Selling price (£/unit) 	15.00		15.30		15.61	 	15.92
Sales (£/year) 		262,500	306,000	390,250	199,000

W2 Var Costs		2016 		2017 		2018 		2019
Demand (units) 		17,500		20,000		25,000		12,500
Variable cost (£/unit) 	9.00		9.36		9.73		10.12
Variable cost (£/year) 	157,500	187,200	243,250	126,500

W3 Overheads	2016 		2017 		2018 		2019
O/heads (Cumm 5%)	17,000		17,850		18,743		19,680

W4  Tax		2016 		2017 		2018 		2019		2020
Net cash flow 		88,000		100,950	128,257	52,820		0
[bookmark: _GoBack]Tax @ 21% in arrears	0		18,400		21,200		26,934		11,092
