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The Rattray Head Company has three Project Departments called X, Y and Z, which are overseen by two managers.  A summary of the results for the previous accounting period is as follows:

	Project Departments
	X
	Y
	Z

	
	£
	£
	£

	Sales
	47,100
	55,000
	137,900

	Cost of Sales
	12,350
	23,200
	56,800


 

The following overhead expenses are to be apportioned using the information shown below:

	Overhead Expenses
	Amount 
(£)
	Basis of Apportionment


	Rent
	3,500
	Floor Area

	Electricity
	10,500
	Floor Area

	Staff Training
	3,000
	Number of Staff

	Wages
	60,000
	Sales

	Management Salaries:
· Unit Manager
· Deputy Manager
	
24,000
12,000
	
Sales
Sales

	Other General Overheads 
	6,300
	Number of Staff




Other relevant information is given below:

	Project Departments

	X
	Y
	Z
	Total

	Floor Area (square metres)
	300
	450
	1,000
	1,750

	Number of Staff
	23
	29
	38
	90




Required:

a) From the above information, prepare the departmental accounts for X, Y, and Z and also calculate the gross and net profit percentages for each department.						
Do all workings to the nearest pound.				(60 marks)		

b) Discuss the benefits and problems of using a system of departmental accounting with a view to commenting upon the results of this company.

(40 marks)






