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Answer all questions.
1 Using Appendix 1, calculate the first years depreciation charge for ITSLs new production
equipment using the following methods:

(a) declining (reducing) balance method.

ANSWEL: L. [2]
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2 Analyse one advantage to ITSL of using the straight line depreciation method for the new
production equipment.
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4

Harry continues to be frustrated by the level of details which the auditors require.
Analyse two ways in which accounting conventions might apply to ITSL.
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4 Refer to Table 3. Using variance analysis, evaluate how ITSL could improve the costing problem
with carrot and coriander soup highlighted by Sheryl Blake.
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5 Discuss reasons why all of ITSLs departments should be involved in setting financial budgets.
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6* Considering accounting and other issues, should ITSL accept the contract with JR Stores? Justify
your view.
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