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Question 1

Please choose the correct answer for each of the following questions and write it in the
answer booklet.

20 multiple choice questions — each question worth 0.5 mark (10 marks)

1) Equity + Liabilities =............ ?
Which term belongs in the blank space?
(a) Income.
(b) Total Assets.
(c) Fixed Assets.
(d) Current Assets.

2) Prime costs include:
(a) Material costs + Direct Labour costs
(b) Production overheads only
(c) Production overheads + material costs + direct labour costs
(d) Material costs + production overheads

3) Which of the following statements represent a current liability?
(a) Assets of a company that are expected to be used for more than one year.
(b) Obligations listed on the balance sheet due for more than one year.
(c) Company’s short term financial obligations that are due within one year.

(d) A potential asset that may be bought in the future.

4) Which of the following sources of finance is used primarily for short-term uses?
(a) Debt factoring.
(b) Share Capital.
(c) Sale of buildings.
(d) Long term loan.

Please turn over
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(Question 1 continued)

5) Which of the following is NOT a standardised heading on a Cash Flow Statement?
(a) Operating Activities
(b) Gearing Activities
(c) Investing Activities

(d) Financing Activities

6) How would you calculate the gross profit or loss of a company?
(a) Total revenue minus cost of sales.
(b) Total revenue minus total costs.
(c) Total revenue minus administration expenses.

(d) Total revenue minus distribution expenses.

7) Which of the following are users of Management Accounting?
(a) The Government.
(b) The Public.
(c) Competitors.
(d) The owners of the company.

8) Which of the following formulas is correct for the debt/equity ratio?
(a) (Long term debt / Equity) 100%.
(b) Equity / (Equity + Long term debt) x 100%.
(c) Long term debt/ (Equity + Long term debt) x 100%.
(d) (Equity / Long term debt) 100%.

9) The calculation for contribution per unit is:
(a) Selling price per unit - fixed cost per unit.
(b) Total costs per unit - variable cost per unit.
(c) Selling price per unit - total variable cost per unit.
(d) None of the above.
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(Question 1 continued)

10) Which of the following is not a current asset?
(a) Inventories.
(b) Trade receivables.
(c) Prepayment.
(d) Bank overdraft.

11) If a business has total fixed costs of £10,000 when it produces 2,000 units, what is the fixed
cost per unit?
(a) £10.00
(b) £8.00
(c) £2.00
(d) £5.00

12) If the opening balance of Trade Payables (creditors) is £15,000 and the closing balance of
Trade Payables (creditors) is £30,000 how would this impact the cash flow statement?
(a) The cash flow would increase by £15,000.
(b) The cash flow would increase by £30,000.
(c) The cash flow would decrease by £45,000.
(d) The cash flow would decrease by £15,000

13) If a company decides to invest in one of two projects, the company chooses the project
with:
(a) Lower ARR.
(b) Negative ARR.
(c) Higher ARR.
(d) Zero ARR.

Please turn over
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(Question 1 continued)

14) A car cost £10,000 to purchase and has a residual value of £2,000. The car is depreciated
on a straight-line basis over 4 years. How much will the annual depreciation charge be in
year 47?

(a) £10,000.
(b) £8,000.
(c) £6,000.
(d) £2,000.

15) Solicitors, accountants, and dentists normally set themselves up as what type of business
entity?
(a) A charity.
(b) A partnership.
(c) A public limited company.
(d) A private limited company.

16) The Quick ratio excludes which asset?
(a) Cash.
(b) Trade receivables.
(c) Excludes all assets.

(d) Inventories.

17) With reference to the payback method, which of the following statements is NOT true?
(a) Itignores cash flow over the whole lifetime of the project
(b) Itincludes all the project’s cash flow
(c) It ignores total profitability. Its main focus is the length of time it takes to repay the
initial outlay.

(d) Is seen more as a risk appraisal method rather than a measure of return
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(Question 1 continued)

18) Which of the following sources of finance is internally sourced?
(a) Bank loan.
(b) Issue of shares.
(c) Government grants.

(d) Sales of assets.

19) Which type of cost includes both a fixed charge and a variable element?
(a) Semi-variable cost.
(b) Fixed cost.
(c) Variable cost.

(d) Stepped cost.

20) Which of the following statements refer to the term NPV?
(a) The value of future money if you had it now.
(b) The rate of return expected on an investment compared to the initial investment cost.
(c) The length of time required for an investment to recover its initial outlay.

(d) All of the above.

End of question 1
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Question 2 (30 marks)

The following is a trial balance for LMO Ltd, A family run Clothes company for the year ending
31/12/2024:

£000 £000
Debit  Credit
Administration expenses 600
Sales 7,000
Distribution expenses 300
Interest paid 50
Purchases 2,700
Bank (Overdraft) 150
Cars accumulated depreciation to 31/12/2024 50
Cars at cost 100
Trade Payables 180
Bank Loan 70
Land 4,000
Cash at Bank 50
Plant and equipment accumulated depreciation to 31/12/2024 250
Plant and equipment at cost 900
Retained profit as at 31/12/2023 500
Revaluation reserve as at 31/12/2024 300
Share capital (£1.00 ordinary shares) 800
Trade Receivables 600
Total 9,300 9,300

Please turnover
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(Question 2 continued)

It has come to the light that the following transactions have not been taken into the account:

1) Stock at 31/12/2024 was £9,00,000

2) After a final stock take on the 31/12/2024, stock was valued at the lower of cost and net realisable
value at £1,000,000 (before taking into account transaction (3)).

3) In the final stock take of the year, £60,000 of stock was found to be damaged. This stock can
only be sold for scrap at a value of £30,000.

4) The company issued 5,000 shares for £2.00 each on the 31/12/2024. This included a share

premium of £1.

5) The yearly rent of £24,000 for a warehouse, was paid on the 30/09/2024. This invoice was coded
to administration expenses and the rental period commenced on the 01/10/2024.

6) The last electricity bill included in administration expenses, related to the five months ending
31/07/2024. It is estimated that the company uses £1,000 of electricity per month.

Show how the transactions above would change the financial statements.

Required

a) Using points 1 to 6 show the adjustments required to the trial balance for the year ended
31/12/2024.
(12 marks)

b) Based on your workings in part (a), prepare both the Income Statement and the Balance Sheet

for the year ended 31/03/2024. Your answer must show the following, side by side

1. Original financial statements (7 marks)
2. Adjustment workings (4 marks)
3. Final financial statements (7 marks)

Total 30 marks

End of question 2
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Question 3 (20 marks)

Answer EITHER Part A OR Part B

PART A

a) List any three users of financial information and explain why each of them is interested in

this information.

(6 marks)
b) List the disadvantages of high trade receivables days.

(4 marks)
c) What does the term "accounting" mean?

(4 marks)

d) Discuss three differences between financial accounting and management accounting.
(6 marks)

Total 20 Marks
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(Question 3 continued)

OR

PART B

The following are the financial statements for EGY plc. for the years ended 31 December 2023
and 31 December 2024

EGY Plc.

Income Statements for Year Ended 31 December 2024

2024 2023

£m £m
Revenue 500 460
Cost of sales 350 (295)
Gross profit 150 165
Distribution (55) (40)
o G
Operating profit 65 90
Interest payable (5) (15)
Profit for the year 60 75

Please turnover
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(Question 3 part B continued)

EGY Plc.
Statements of Financial Position as at 31 December 2024

2024 2023
Assets

£m £m
Fixed Assets
Buildings 210 190
Plant and machinery 50 55
Total Fixed Assets 260 245
Current assets
Inventories 40 50
Trade receivables 30 20
Cash 8 22
Total Current Assets 78 92
Total assets 338 337
Equity and Liabilities
Equity
Share capital 130 130
Retained earnings 77 60
Total Equity 207 190
Non-current liabilities
Loan notes (10%) 70 70
Current liabilities
Bank overdraft - -
Trade payables 61 77

61 "
Total Liabilities 131 147
Total equity and liabilities 338 337

The depreciation was £10 million, and there were no non-current asset disposals in either year.

The interest all paid in cash in each year. Dividends were paid totalling £43 million in each year.

Required:

Prepare a statement of cash flows for EGY Plc. for the year ended 31 December 2024.

End of question 3
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Question 4 (40 marks) ANSWER ALL PARTS

Part A (26 marks)

The following data relates to the monthly costs at different levels of activity for a manufacturing plant

of SKY PLC:
Output levels (units sold): 400 800
Costs £ £
Delivery costs 1,200 2,400
Administrative costs 1,500 1,500
Gas and electricity costs 1,400 2,800
Labour costs 1,500 3,000
Production Supervisor salary | 2,000 2,000
Materials 1,000 2,000
Insurance 700 700
Telephone 600 1,200
Quality Control* 900 1,500

*Quality control costs depend on the production levels. For up to 400 units per month, the costs
are £900. Up to 800 units they are £1,500 and they rise again by £500 for each additional 400 units.

Required:

Answer the following questions and clearly show your workings:

a) For each item state the appropriate cost behavior. (5 marks)

b) Assuming that the pattern of cost behaviour remains the same, calculate the expected cost
of all cost items at an output level of 1000 units.

(18 marks)

c) Calculate the break-even price at the activity level in part (b) above.

(3 marks)

Please turn over
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(Question 4 continued)

Part B (14 marks)
The data in the table below shows the expected financial outcomes of an investment into new

equipment.
Year Net cash flow Net cash flow Discount factor rate to
, ) calculate NPV
Project A Project B
(4%)
(£°000) (£'000)
0 (900) (1000) 1.00
1 220 190 0.962
2 240 210 0.925
3 250 230 0.889
4 200 250 0.855
5 240 260 0.822
Required:

Answer the following questions and clearly show your workings:

a) Based on the data included in the table above, calculate the payback period of the investment
in both project A and B. (4 marks)

b) Based on the data included in the table above, calculate the Net Present Value (NPV) of the

investment in both projects A and B? (8 marks)

c) Comment on your results for part a) and b) above. (4 marks)

Total 40 marks

END OF PAPER
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