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Please enter your answers to the section A and section B questions on the solution sheet in this booklet. Enter your answers to the section C questions in the answer book provided.

Return this complete booklet and the ruled answer book at the end of the examination.
Section A

Answer as many questions as you can from section A.  Each correct answer will earn two marks. Each incorrect answer will lose two thirds of one mark.  Unanswered questions will neither gain nor lose marks. Your answers for this section should be made on the solution sheet and will account for 40% of your total mark.

Section B

Answer as many questions as you can from section B.  Each correct answer will earn two marks. Unanswered or incorrectly answered questions will neither gain nor lose marks. Your answers for this section should be made on the solution sheet and will account for 20% of your total mark.

Section C

Answer two questions from this section. All section C questions are worth 20 marks.  Your answers to the questions in this section will account for 40% of your total mark. Your answers to questions in this section should be made in the answer book provided.

Calculators must not be used to store text and/or formulae nor be capable of communication.

Invigilators may require calculators to be reset.

 Section B  [enter your answers on the solution sheet]
21
A company’s closing stock is £680,000, its material cost of sales was £2,900,000 and its material purchases were £2,870,000. What is its stock turnover ratio?

22
A Balance Sheet shows that the debtors outstanding at the end of the financial year amount to £850,000 and the accountant has calculated that the debtors ratio is 56 days. What were the credit sales for the year?

23
A firm which makes a single product has annual fixed costs of £2,000 000. Its variable costs per unit are £35. It plans to sell 70,000 units in the coming year. What must be the selling price per unit be if the firm wishes to make a profit for the year of £280, 000?

	Balance Sheet of Pod Ltd at year end  £’000

	Share Capital
	800
	Land & Buildings
	400

	Retained Profits
	300
	Machinery
	460

	Debentures
	300
	Quoted Investments
	50

	Creditors
	160
	Stock
	300

	Dividend
	40
	Debtors
	400

	Tax
	40
	Cash
	30


	Additional Information

	Annual Sales
	3600

	Net profit before interest and taxation
	110


The following three questions are based on the Pod Ltd data  above.

24
What is the return on capital employed % for Pod?

25
What is Pod’s current ratio?

26
What is Pod’s acid test ratio?

End of questions based on the Pod Ltd data

ASD Limited produce two products. The product costs are as follows

	
	Product A
	Product B

	Selling price / unit
	£170
	£80

	Sales volume in units
	12,000 units
	45,000 units

	Material cost / unit
	£37
	£22

	Labour cost / unit
	£33
	£10


The company has total overheads of £1,900,000. These charges are expected to remain unchanged whatever the level of activity. The company makes decisions based on a total/full costing system and charges overheads to products as a percentage on labour cost. There are no stocks.

The following two questions are based on the ASD Ltd data  above.

27
Calculate the overhead charge per unit of product for product B  

28
Calculate the total/full cost of each unit of product A.  

 End of questions based on the ASD Ltd data

29
LM Ltd makes 20,000 widgets a year and sells them for £50 each. The variable costs of each widget are £25. The company fixed overheads are £400,000 per annum. The full cost of a widget is £25 + £400,000/20,000 = £45. The profit per widget is £5. The company's total profit is 20,000 x £5 = £100,000. It has been offered a special order for 5,000 widgets at a price of £40 each. If it takes the special order how much extra contribution will it make in total?

30
A company's accounting year ends 31st December 2004. On the 1st March 2004 it paid £240k for a one year advertising campaign starting April 1st. How much of this amount would be charged in the calculation of the profits for 2004?

Section C

Answer any TWO questions from this section.  
1
“All costings can be challenged.”  How?

2
Why is it hard to design good control systems?

3
Why are Balance Sheets not more useful? How could we change them?
END OF PAPER

Solution Sheet for Sections A & B
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Indicate your answers to the section A questions by putting a cross through one letter only.  Indicate your answers to the section B questions by entering a value in the space provided.  
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