Accounting and Finance Example Questions Oct 2017
Answer All Questions

1.  The following figures were extracted from the trial balance for Combine Jones Electronics Retail for the year from 1st April, 2016 to 31st March, 2017.  Prepare a profit and loss account and a balance sheet for the year.


No calculation of depreciation is necessary.











(50 Marks)
Trial Balance Figures






    £

Sales
:
Cash


700,000



Debtors

500,000

Purchases:
Cash


420,000



Creditors

180,000

Stock at 1st April, 2016

 80,000

Stock at 31st March, 2017

 50,000

Cash Balance at 1st April, 2016
100,000

Shop Premises



 80,000

Delivery Vans


 
 70,000

Inventory Control System

 50,000

Rent




 20,000

Heat and Light



 10,000

Wages




220,000

Stationery



   8,000

Accrued Commission (not yet paid)  
 12,000

Proprietor's Ownership

380,000

Drawings



  60,000

2.  Depreciation is to be applied to the inventory system and delivery vans of question (1) according to the following schedule:


Inventory System:  reducing balance method at 80% per annum


Delivery vans:
straight line method over three (3) years.

(a)  Define the term depreciation in the context of accounts preparation.











(3 Marks)
(b)  Calculate the depreciation charge and net book value over the next three years, and sketch the results graphically, for (i) the inventory control system and (ii) the delivery vans.











(12 Marks)
(c)  Discuss briefly the purpose of depreciation, and the relative benefits of the two methods used in part (b).











(10 Marks)
3.  For the products detailed below, prepare a cost card, and calculate the selling price based on a margin of 100% on prime cost.  Fixed overheads are allocated at a rate of £20 per hour of skilled labour required for production.




(25 Marks)

Skilled labour is charged at £15 per hour, unskilled at £10 per hour.  Type 1 material is purchased at £3 per kilogram, type 2 material at £5 per kilogram.

Materials:

Product A requires 50Kg of type 1, and 30Kg of type 2.

Product B requires 30Kg of type 1, and 20Kg of type 2.

Labour:

Product A needs 12 hours of skilled and 6 hours of unskilled labour to complete.

Product B needs 20 hours of skilled and 10 hours of unskilled labour to complete.

Variable Overheads:

Product A uses £50 per unit, Product B uses £100 per unit.

4.  The marginal cost of production of a component is calculated as £30.50.  The selling price is estimated at £50.  The fixed costs of setting up the production line are estimated at £60,000, and the license cost demanded by the designers for the right to produce the item is £50,000.

(i)  Calculate the break even sales volume for the component.

(15 Marks)
(ii)  Calculate the estimated profit if sales volume reached an expected level of 8,000 units.











(10 Marks)

