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INSTRUCTIONS
There are three parts in this paper.  Section A is comprised of 30 multiple-choice questions, and you are required to attempt ALL of them. In Section B, you are required to answer ONE question out of TWO. Section C also has two questions, and you are to answer ONE question out of TWO.
Section A is 50% of the marks, Section B is weighted at 25% of the marks, and Section C is worth 25% of the marks. 
Candidates are advised to use correct English, write in ink, and ensure that workings are shown where relevant

THIS IS A CLOSED BOOK EXAMINATION

MOBILE PHONES MUST BE SWITCHED OFF AND PLACED BEYOND USE

NON-PROGRAMMABLE CALCULTORS ARE PEMITTED

A TABLE OF RATIO ANALYSIS FORMULAE AND SHEETS OF GRAPH PAPER ARE PROVIDED FOR YOUR USE. PLEASE ENSURE THAT ANY GRAPHS SHOULD BE LABELLED AND SECURELY ATTACHED TO THE ANSWER BOOKLET



SECTION A
ANSWER ALL QUESTIONS IN THIS SECTION
Please select your answer and place the relevant letter in the empty box at the right-hand side of the list of possible answers. If you change your mind or make a mistake, please just cross through the box, and write your new answer immediately to the right of the original answer, like this …

                          
                                               A
B


If you write anything else in the box, your answer will not be marked
The table below contains information regarding questions 1 to 3 below
	Ratio
	Brown Company
	Grey Company

	Net profit margin
	12%
	14%

	Gross profit margin
	38%
	34%

	Sales
	£312,000
	£312,000



Question 1 (2 marks)
Which of the following statements is correct?
A. Brown manages its expenses better than GreyA

B. There is no difference between Brown and Grey
C. It does not matter because Brown has a better gross profit margin
D. Grey manages its expenses better than Brown
E. None of these statements are correct

Question 2 (2 marks)

Which of the following statements is correct?
A. Grey is better at controlling its cost of sales than BrownB

B. Brown is better at controlling its cost of sales than Grey
C. The control of cost of sales makes no difference here because the sales figures are the same for both firms
D. Brown has a higher gross profit margin because it is a larger firm
E. None of these statements are correct
Question 3 (1 mark)

Which of the following statements is incorrect?

A. The sales figure is used to calculate both gross and net margins
B. The two firms must be in the same industryB

C. From the information given, it is not clear which is the better performing firm
D. The firms might be from different industries
E. None of the above statements are incorrect 

The following information relates to questions 4 to 7 below
The following data has been extracted from the operating budgets of the Delta Organisation for 2020 
	
	Sales
	Purchases
	Overheads
	Depreciation

	January
	110,000
	70,000
	11,000
	6,000

	February
	105,000
	58,000
	10,300
	5,000

	March
	118,000
	78,000
	12,400
	4,500



Notes: 
	New equipment costing £55,000 will be purchased and paid for in March


	Sales
	45% cash
	55% one month’s credit

	Purchases
	35% cash
	[image: ]65% two months’ credit



Question 4 (2 marks)
The amount of money received from cash sales in March is
	
A. £51,450
B. £52,150C

C. £53,100
D. £54,750
E. None of these 


Question 5 (2 marks)
The amount of money received in February from credit sales is
A. £58,800
B. £57,750D

C. £59,750
D. £60,500
E. None of these

Question 6 (2 marks)
The amount of money paid in January for cash purchases is
A. £24,500
B. £23,475A

C. £24,300
D. £25,100
E. None of these  
	
Question 7 (2 marks)
Which of the following statements regarding the depreciation figures is correct?
A. The depreciation figure for February has been reduced because purchases are lower than in JanuaryC

B. The depreciation figure for March is lower than for January because overheads are higher in March
C. The depreciation figure for April will be higher than for March because of the new equipment purchase for £55,000
D. The depreciation figure for January is higher than for February and March because its overheads are the lowest
E. None of these








The following information relates to questions 8 to 11 below

	Darry Company
	Department A
	Department B
	Totals

	Gross profit margin
	45%
	35%
	

	Sales turnover
	£850,000
	£650,000
	£1,500,000

	Telephone costs for year
	
	
	£2,500

	Rates charges for year
	
	
	£5,750

	General maintenance costs for year
	
	
	£15,000



Question 8 (2 marks)
If there are 12 employees in Department A and 18 employees in Department B, and these numbers are used to apportion the General Maintenance costs for the year, what would be charged to Department A? 
A. £6,000
B. £5,000A

C. £4,000
D. £3,000
E. None of these                  

Question 9 (2 marks)
If the floor area of Department A is 2,000 square metres and the floor area of Department B is 3,000 square metres, and these measurements are used to apportion the rates charges for the year, how much would Department B pay for rates?
A. £2200D

B. £2667
C. £2300
D. £3450
E. None of these                                 



Question 10 (2 marks)
What is the gross profit margin for the Darry Company as a whole?
A. 57.33%
B. 43.23%D

C. 25.34%
D. 40.67%
E. None of these

Question 11 (2 marks)
If the General Maintenance costs were apportioned in relation to the Gross profit figures, how much would Department A pay?
A. £8,605.87B

B. £9,405.73
C. £9,302.76
D. £7,905.54
E. None of these   


The following information relates to questions 12 to 14 below 

Timmy specialises in offering summer activity holidays. 
A typical seven-night package incurs the following costs:

Transport costs	£4,500 per tour [inclusive of VAT]
Hotel Accommodation	£90 per person per night
Food & Beverage	£18 per person per night
Insurance	£240 per person per tour
Administration costs	£2,400


Question 12 (2 marks)

The total fixed costs [excluding VAT] are:

A. £6250.00B

B. £6150.00
C. £6350.00
D. £6390.00
E. None of these





Question 13 (2 marks)

The total variable costs per person per tour [excluding VAT] are:

A. £996.00
B. £854.00A

C. £975.00
D. £875.00
E. None of these

Question 14 (2 marks)

Assuming a maximum of 30 people can be accommodated on each tour, what is
the total cost of the tour [excluding VAT] per tour?

A. £34450B

B. £36030
C. £35780
D. £36130
E. None of these


The following information relates to questions 15 to 18 below
The following budgetary information is available for Mega Processing Company for a period of production and sales
	
	Actual
	Budget

	Sales
	
	

	Selling price (£)
	55.00
	48.00

	Sales Volume
	1,300
	1,500

	Labour

	Hours worked
	950
	900

	Labour rate per hour (£)
	11.00
	10.50

	Materials

	Price per unit
	18.00
	16.00

	Volume
	1,450
	1,250

	Overheads
	5,300
	4,500



Question 15 (2 marks)
Which of the following amounts is the correct sales volume variance?
A. £8,700 adverse
B. £9,600 adverseB

C. £9,300 favourable
D. £9,200 favourable
E. None of these

Question 16 (2 marks)

Which of the following amounts is the correct material variance?
A. £6,100 adverse
B. £6,600 adverseA

C. £6,300 favourable
D. £7,200 favourable
E. None of these

Question 17 (2 marks)
What is the main cause of the labour variance?
A. The actual wage rate was more than the budget
B. The actual number of hours worked was less than the budget
C. The actual wage rate and number of hours worked were less than the budget
D. The actual wage rate and number of hours were more than the budget
E. None of theseD


Question 18 (2 marks)
Which of the following statements is correct?
A. The sales variance is caused by selling more units and at a higher price than budget
B. The sales variance is caused by selling more units and at a lower price than budget
C. The sales variance is caused by selling fewer units and at a higher price than budget
D. The sales variance is caused by selling fewer units and at a lower price than budgetD

E. None of these







Question 19 (1 mark)

Which of the following statements is correct?

A. Allocation is the best method for distributing costs between departments 
B. Both allocation and apportionments are arbitrarily selected methods which have their own advantages and disadvantages
C. Apportionment is the best method for distributing costs between departments
D. All departmental cost should always be shared equally because it is fairer for everybody B

E. None of these                                             


Question 20 (1 mark)
Which of the following statements is correct?
A. Depreciation increases profit
B. Depreciation increases expensesB

C. Depreciation decreases expenses
D. Depreciation increases taxation
E. None of these

Question 21 (1 mark)
Which of the following statements is correct?
A. Activity-based costing is less accurate than marginal costing
B. Activity-based costing increases profitC

C. Activity-based costing is more accurate than standard costing
D. Activity-based costing reduces cost
E. None of these

Question 22 (2 marks)
Which one of the following answers to this question is correct? 
The break-even point of a product with a unit selling price of £95.00 (including VAT), a unit variable cost of £40.00, and a fixed costs figure of £640,000.00 is
	
A. 15,596 unitsE

B. 14,799 units
C. 16,340 units
D. 16,940 units
E. None of these
Question 23 (2 marks)
The firm in question 15 above wants to know the number of units to produce and sell in order to make £170,000 profit. What is the correct number of units to produce and sell? (Round your answer to whole numbers)
	
A. 19,702 units
B. 20,681 unitsA

C. 20,768 units
D. 18,968 units
E. 119,393 units


Question 24 (2 marks)

A business has a total cost per unit of £75 and aims to make a net profit of 45%.  
What would the minimum selling price, including VAT, need to be in order to 
achieve this? (Round your answer to whole numbers)

A. £131
B. £132E

C. £130
D. £133
E. None of these


Question 25 (1 mark)
Which of the following formulae describes the working capital figure?
A. Working capital = current liabilities x cash at bank
B. Working capital = current assets – current liabilitiesB

C. Working capital = current assets ÷ current liabilities
D. Working capital = cash at bank – current assets
E. None of these

Question 26 (1 mark)
What is the difference between the Acid Test and the Current ratio?
A. The Acid Test uses an average inventory figureD



B. The Current Ratio uses the opening inventory figure 
C. The Current Ratio ignores the accounts receivable figure
D. The Acid Test ignores the inventory figure
E. None of these

Question 27	(1 mark)

Which of the following statements is correct?

A. Accounts payable and accounts receivable should always balanceC



B. Cash is the second most liquid form of current asset
C. Cash is the most liquid form of current asset
D. Debtor days less creditor days is the always same as the cash figure
E. None of these



Question 28	(1 mark)

Which of the following statements is correct?

A. A business cannot have enough cash to pay its current liabilities unless it is profitable
B. A business cannot be profitable without enough cash to pay its current liabilitiesC



C. A business must always maintain a Current Ratio of 2:1 or above
D. A business must always maintain an Acid test Ratio of 1:1.5 or above
E. None of these


Question 29 (1 mark)

Using the Net Profit pricing method, what should the final selling price should include?

A. Fixed + Variable costs onlyD

B. Fixed Costs + Variable Costs + Profit + VAT
C. Fixed Costs + Profit only
D. Fixed Costs + Variable Costs + Profit only	
E. None of the above


Question 30 (1 mark)

A firm calculates its product’s selling price by costs of £1,700.00 multiplied by 1.40. What profit margin does it make per product?

A. 26.39%D

B. 27.92%
C. 26.60%
D. 28.57%
E. None of these


SECTION B
Please answer ONE of these TWO questions (either 1 or 2) 
Question 1

The Kelly Toy Company have prepared the following sales revenues and costs figures for its forthcoming accounting period, when it is planning for 26,000-unit sales capacity
Unit selling price is budgeted at £18.20 including VAT
Fixed costs are expected to be £62,500 
Labour is forecasted at £5.00 per unit
Materials for each toy produced will be £6.50
Electrical components for individual units are budgeted at £1.50

Required
1. Calculate the following…

· The break-even point in units
· The margin of safety
· The margin of safety ratio
· The profit volume ratio
· The amount of profit at full capacity
· The number of unit sales required to generate £1,800 profit 
(12 marks)

2. Construct and draw a suitable graph to illustrate the above marginal analysis
                                                                                                      (5 marks)
3. Assuming Kelly Toy achieve sales of 16,000 units, draft a profit/loss statement to show the marginal analysis version of this
                                                                                             (8 marks)




Question 2
Star Plc is a trading company which makes all of its sales and purchases on credit terms. The company’s financial statements for the year to 31 December 2021 (with comparative figures for 2020) are shown below.
Star Plc
Statement of financial position as at the 31st of December
							2021			2020
							£000			£000
Assets
Non-current assets
	Property, plant, and equipment		2,595			2,730

Current assets
Inventories (2013 £670,000)		1,110			1,035
Trade receivables			1,230			1,140
Cash at bank and in hand		   840	3,180		   510	2,685
						5,775			5,415
Equity
	Ordinary shares of £1				1,500			1,500
	Retained earnings			            1,395			   945
							2,895			2,445
Liabilities
Non-current liabilities
	Long-term loans				1,200			1,500

Current liabilities
	Trade payables			1,305			1,515
	Taxation				   375	1,680		   315	1,830
							5,775			5,775

Additional information
1. Ordinary dividends of £495,000 were paid during the year to 31 December 2021. The equivalent figure for 2020 was £450,000.

2. The market price of the company’s ordinary shares was 450p per share on 31 December 2021 and 375p per share on 31 December 2020.













Star Plc
Statement of comprehensive income for the year to 31st December
							2021			2020
                                                                                   £000			£000
Sales revenue						7,500			6,825
Cost of sales						5,490			4,995

Gross profit						2,010			1,830
Operating expenses					   570			   600

Profit before interest and tax				1,440			1,230
Interest payable					   120			   150

Profit before taxation					1,320			1,080
Taxation						   375			   315
Profit after taxation					   945			   765

Required

1. Calculate a set of accounting ratios which may be used to judge the company’s profitability, liquidity, efficiency, capital structure, and investment performances over the two years
                                                                                                        (20 marks)


2. Draft a brief, informal report highlighting suggested explanations for the changes in the ratios over the two-year period, and offer an assessment of the overall financial performance of the company
                                                                                                            (5 marks)












SECTION C
Please answer ONE of these TWO questions (3 or 4) 
Question 3
The Goods Merchant Company has three Project Departments called A, B and C, which are overseen by two managers.  A summary of the results for the previous accounting period is as follows:

	Project Departments
	A
	B
	C

	
	£
	£
	£

	Sales
	70,650
	82,500
	206,850

	Cost of Sales
	18,525
	34,800
	 85,200


 

	Overhead Expenses
	Amount 
(£)
	Basis of Apportionment


	Rent
	  5,250
	Floor area

	Electricity
	15,750
	Floor area

	Staff Training
	 4,500
	Number of staff

	Wages
	90,000
	Sales

	Management salaries
Unit Manager
Deputy Manager
	
36,000
18,000
	
Sales
Sales

	Other general overheads
	  9,450
	Number of staff




Other relevant information is given below

	Project Departments
	A
	B
	C

	Floor Area (square metres)
	450
	650
	1,200

	Number of Staff
	36
	  42
	    52









Required

1. From the above information, prepare the departmental accounts for A, B, and C using the apportionment methods, and also calculate the gross and net profit percentages for each department. Show all workings to the nearest pound.
   (20 marks)			

2. Using the above organisation’s costings as examples, briefly discuss the advantages and disadvantages of using a system of allocation and apportionment accounting. 
                                                                                                     (5 marks) 





















Question 4
The following data has been extracted from the opening budgets of the Midlands Football Club for 2021

	Month
	Income from subscriptions
	Income from club shop sales
	Other income
	Purchases for sale in club shop
	Wages
	Depreciation
	Other expenses

	
	£
	£
	£
	£
	£
	£
	£

	August
	75,000
	30,000
	6,000
	  12,000
	7,500
	3,000
	15,000

	September 
	78,000
	36,000
	7,200
	15,000
	7,800
	3,000
	15,300

	October
	72,000
	33,000
	6,900
	18,000
	7,800
	3,600
	15,600

	November 
	60,000
	39,000
	6,300
	21,000
	7,950
	3,600
	15,600

	December
	87,000
	45,000
	6,600
	24,000
	7,950
	3,600
	15,900




Notes to the budget…

· Membership subscriptions are estimated to be settled 75% cash and 25% on one month’s credit.
· Income from club shop sales is estimated to be settled 80% cash and 20% on one month’s credit.
· Other income is received on a cash basis.
· Purchases for sale in the club shop are paid for on two months’ credit.
· Wages are paid out monthly in cash.
· Other expenses are paid on average one month in arrears.
· Stock for sale in the catalogue is estimated as follows:
· as of 30th September 2021, £15,000
· as of 31st December 2021, £9,000
· The bank balance at the close of business on 30th September 2021 is expected to be £6,000.
· On 1st October 2021, the club plans to purchase a new fixed asset at a cost of £260,000. It has been agreed with the supplier that £45,000 will be paid in October, £120,000 in November, and the balance in December



Required

1. A budgeted cash flow statement for the three months to 31st December 2021

(15 marks)

2. A budgeted trading profit and loss account for the three months ended 31st December 2021.							
(5 marks)

3. Briefly comment on the club’s overall financial position during this three-month period.							
(5 marks)
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