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AB11220: ACCOUNTING AND FINANCE FOR SPECIALISTS

Time allowed: TWO HOURS

Answer Three QUESTIONS IN TOTAL
Answer ONE question from Section A (20 marks)

Answer ALL questions from Section B (80 marks)

Show all workings clearly and state any assumptions which you make in the answer

booklet only.

This exam contributes 60% of the overall module mark.

Marks available: 100
NPV Table is provided
CALCULATORS ARE PERMITTED (Casio FX-991, FX83 or FX85 models only)

STUDENTS MAY SUBMIT ANSWERS TO THIS PAPER IN EITHER WELSH OR
ENGLISH

Once seated, students may complete the front cover of the answer book and
the attendance slip ONLY.

DO NOT TURN THE EXAMINATION QUESTION PAPER ONTO THE NEXT PAGE
UNTIL INSTRUCTED TO DO SO.
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Section A, answer ONE question and each question carries 20 marks

Question 1 answer both parts (20 marks)

Daisy, Jenny and Mel are dentists who carry out their business activities in the form of
a partnership. The accounting year ends at 31 December 2025. The partners have
agreed to share partnership profits in the ratio 2:1:3.

The partnership agreement states that interest on capital should be at a rate of 5% per
annum and interest on drawings should be at a rate of 7% per annum.

The partnership agreement states that Daisy and Mel should receive a salary of
£60,000 per annum respectively, while Jenny should receive a salary of £40,000 per
annum. There was an amendment to the partnership agreement on 1st July 2025 that
would allow Jenny to receive a salary of £50,000 per annum commencing at that date.

The balances on the partners’ capital and current accounts at 1 January 2025 were:

Capital Accounts £
Daisy 260,000
Jenny 110,000
Mel 320,000
Current Accounts

Daisy 185,000
Jenny 140,000
Mel 250,000

The partnership all took equal drawing for the year to 31 December 2025 for: £30,000
each. Jenny made her drawings on 1 January 2025, Daisy and Mel both made their
drawings on 15t July 2025.

On 31 December 2025 Jenny introduced a further £100,000 of capital.

The unadjusted net profit for the year to 31 December 2025 was £900,000. The
following information relating to the net profit figure is available.

i.  The net profit excludes some accrued expenses of £70,000.
i.  The net profit includes an annual rental cost of £24,000 paid in advance for the
accountant’s offices up to 315t May 2026.
iii. The net profit does not include an invoice for a consultancy report of £5,000
occurred at the end of the current accounting period.

Required:

a) Prepare the capital and current accounts of the partnership clearly showing
the partners appropriation account covering the year to 31 December 2025.

(15 marks)
PLEASE TURN OVER
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Question 1 continued

b) On the 31 December 2025, the partnership’s accountants estimated that their
assets were undervalued by £20,000. Reflect this change so it is included in
the partners’ capital accounts.

(5 marks)

(Total 20 marks)

OR

Question 2 answer both parts (20 marks)

a) Inventory must be valued appropriately in the financial statements. Explain
how inventory should be valued in accordance with IAS 2, and state two

components included in the cost of inventory.
(4 marks)

b) Financial accounting is based on a number of fundamental concepts that guide
how financial information is prepared and presented.

State and explain four key concepts that underpin financial accounting. Your

answer should clearly identify each concept and explain its importance in the
preparation of financial statements.

(16 marks)

(Total 20 marks)

PLEASE TURN OVER
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Section B, answer ALL questions (80 marks)

Question 3 answer all parts (40 marks)

Driftwood Ltd has the following overheads:

£
Factory manager’s salary 40,000
Administration and HR building rent and rates 38,000
Factory rent and rates 60,000
Company accountant’s salary 35,000
Heat and light for factory 35,000
Sales team costs 30,000
Bank interest and account charges 10,000

The factory produces 100,000 batches of driftwood designs a year with labour costs
of £2.00 per unit, materials costs of £1.50 per unit and consumables of £0.70 per unit.

Required:

a) Identify the direct factory overheads and using a simple, traditional method of
overhead absorption costing, calculate the total factory cost of a batch of candy
bars.

(9 marks)

Beta Ltd makes a range products.

The manufacture of these items involves three stages:- cutting, assembly and
finishing. As the Management accountant you have been able to collect the following
information:-

Direct Costs (£ per item)

Product A B C
Material 70.00 60.00 90.00
Labour 80.00 90.00 100.00
Cutting

The extent of this process is primarily determined by the quantity of materials used
for each item, as indicated by the cost of materials.

Assembly
This process is dependent on the time taken for each item, as indicated by the cost

of direct labour.

PLEASE TURN OVER
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Question 3 continued (answer all parts)

Finishing
This is a time intensive process and the average finishing time per item is as follows

Product A B C
Finishing time per item (hours) 3.00 4.00 5.00
Overheads

Cutting £160,000

Assembly £175,000

Finishing £180,000
Production Levels
Product A B C
Total production (items) 6,000 5,000 4,000
Required:

b) Using an Activity Based Costing (ABC) method calculate the total factory cost for
each of the three types of products, including the calculation and application of all
appropriate overhead absorption rates.

(28 marks)

c) Carry out a suitable reconciliation to demonstrate that your calculations for 2 b)
above have included all relevant overheads and that those overheads have been
fully recovered.

(3 marks)

(Total 40 marks)

PLEASE TURN OVER
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Question 4 answer all parts (40 marks)

PART A (20 marks)

Calon Ltd is a medium-sized manufacturing company operating in the UK. The

directors are considering expanding the business and have identified two possible
strategies:

e acquiring a smaller competitor, or
e merging with another company operating in a similar market.

The directors have limited experience with mergers and acquisitions and have asked
for your advice.

Required:

(@) Define the term acquisition and explain how it differs from a merger.
(4 marks)

(b) Identify and explain two potential advantages of Calon Ltd pursuing growth
through a merger or acquisition rather than organic growth. (8 marks)

(c) Discuss one financial and one non-financial risk that Calon Ltd should consider
before proceeding with a merger or acquisition. (8 marks)

(Total 20 marks)

PLEASE TURN OVER

Page 6 of 9



Question 4 (CONTINUED)

PART B (20 marks)

Seren Ltd is considering acquiring Moon Ltd. The acquisition would require an initial
investment of £500,000, payable immediately.

The acquisition is expected to generate the following net cash inflows:

Year Cash inflow (£)
Year 1 £150,000
Year 2 £180,000
Year 3 £200,000
Year 4 £170,000

Seren Ltd’s cost of capital is 10% per annum.
Required:
(a) Calculate the Net Present Value (NPV) of the proposed acquisition. (6 marks)

(b) State, with a brief reason, whether Seren Ltd should proceed with the acquisition
based on the NPV result. (2 marks)

(c) Assume that Seren finances the acquisition by issuing five-year notes with a par
value of £100 per certificate and a 6% annual coupon rate. If the yield to maturity
(YTM) is 8% and coupons are paid semi-annually, what is the market value of each
note?

(6 marks)

(d) Discuss the advantages and limitations of debt financing as a source of business
capital.

(6 marks)

(Total 20 marks)

All workings must be clearly shown. Discount factors may be taken from the present
value tables provided. Assume all cash inflows occur at the end of each year.

End of Paper
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