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ANSWER TO QUESTION 1

(Keg. 4.1 oe). 66)

Part (A)
Workings
Per bottle of wine € € Fixed costs (per year) €
Selling price 4,15 | Rent of land 865
Grape juice & ingredients 1,07 Depn (5.500 - 300) : 8 650
Direct labour 0,55 Insurance 720
Glass & cork 0,78 (2,4) | Water bill (120 x12) 1.440
Contribution per bottle of wine 1,75 3.675
(i) Contribution per bottle of wine = Selling price — variable costs
Contribution per bottle of wine = €4,15 - €2,4 = €1,75
Break even = —ralfixedcosts:  _ £3675 _ 5 100 bottles of wine (Marks 6)
Contribution per unit €1,75
(if) Profit for the year = (5 500 x 1,75) — 3.675 =€5.950 (Marks 1)
(III) No of bottles for target profit: Fixed cost.s + I?equired p.rofit — €3.675 + €10.325
Contribution per unit €1,75
=8 000 bottles  (Mark 1)
(iv) Margin of safety =5 500 - 2 100 = 3 400 bottles (Mark 1)
(Keg. 8.2-8.4 0eA.161-166)
(b) Characteristics of a limited company (Any Two)
e [leplopiopévn euBuvn (Limited Liability)
o AlaXwpIouOg JETALU 1810KTNOIAG Kal dlEuBuvong
(ownership separate from management)
e AlakpITr) VOUIKA ovTOTNTa (Separate legal entity) (Mark 1)



Part (B)

@) (i) AVCO (Perpetual Inventory System)
Date Details Units Price per Balance
unit

January 1 | Opening inventory 100 9 900

January 8 Purchases 120 10 1.200

February 12 Purchases 100 11 1.100
320 10* 3.200

March 9 Cost of Sales (180) 10 (1.800)
140 10 1400

June 15 Purchases 100 13 1300
240 11,25** 2.700

July 14 Cost of Sales (140) 11,25 (1.575)
100 11,25 1.125

August 28 Purchases 180 14 2520
280 13,02%** 3.645

December 25 | Cost of Sales (100) 13,02 (1.302)
180 13,02 2.343,6

*3.200:320 **2.700:240 ***3.645:280 (Marks 7)

(if) LIFO method (Periodic Inventory System)

LIFO (Periodic): €1.700 (Marks 2)

Working:

Units of closing inventory: Units

Opening inventory 100

Purchases (120+100+100+180) 500

Sales (180+140+100) (ﬁ)

Closing inventory 180

Therefore 100X€9= €900
80X€10=€800

€1.700

(Keg. 2.4 - 2.5 o€A. 23-24, 28)



(b) O1 duo dlagopeTikoi pHEBODdOI aTToTiunong Tou TeAikou arroBéuarog (LIFO, AVCO)
€mMOPOUV OTa MIKTA KEPDN (Gross profit), Ta otroia Ba ernpedoouv oTov idlo BaBuod Ta
KaBapda képdn (Net profit). To 1eAikd atrdéBepa pe 1N uéBodo LIFO cival €1.700 kai givai
XOUNAOGTEPO aTTd TO TEAIKO améBepa pe TN nEBodo AVCO €2.343,6.

AuTO £xel oav atmoTéAeopa n uEBodog LIFO va deixvel xapnAotepa kKEpSN katd €643,6
(2.343,6 -1.700) atd tnv pEBodo AVCO e1reIdn To KOOTOS TTWAACEWV gival JeyaAUTEPO.

(The two different inventory valuation methods affect both the Gross and the Net profit.
Under the LIFO method above, the closing inventory is valued at €1.700 and under
AVCO it is valued at €2.343.6. Therefore under the LIFO method both the Gross and the
Net Profit will be lower by €643.6 (2.343.6 -1.700) because it results at a higher cost of
sales) (Mark 1)
(Keg. 2.6 o¢€A. 29) (Total Marks 20)

ANSWER TO QUESTION 2

(@) (i) Columbus Products Ltd
Statement of Profit or Loss for the year ended 31 December 2018
€ €

Revenue (w1) 2.690.000
Cost of sales (w2) (1.581.000)
Gross profit 1.109.000
Administrative expenses (W3) 330.000

Distribution costs (w4) 212.000 | (542.000)
Profit from operations 567.000
Finance costs (W5) (8.000)
Profit for the year before tax 559.000
Income tax expense (125.000)
Net Profit for the year 434.000

(Marks 15)



Workings:

w1 €
Revenue 2.696.000
Less sales returns (6.000)
2.690.000
W2 Cost of sales
Opening inventory 88.100
Purchases 1.600.000
Closing inventory 108.500-18.000+16.600* (107.100)
*NRV=21.400-4.800 1.581.000
W3 Administrative expenses €
General Administrative expenses 122.000-(12.000x1/3) 118.000
Irrecoverable debts (20.200+2.600) 22.800
Directors remuneration (56.000-26.000) 30.000
Wages and salaries (121.500x4/5) 97.200
Allowance for doubtful debts adjustment (17.000-18.000%) 1.000
Depreciation on office equipment(672.000-428.000)x25% 61.000
*(362.600-2.600)x5% 330.000
W4 Distribution costs €
General Distribution costs 74.500
Wages and salaries (121.500x1/5) 24.300
Marketing director remuneration 26.000
Loss on delivery van 20.000-(80.000-56.000) 4.000
Depreciation on delivery vans (496.000-80.000)x20% 83.200
W5 212.000

Finance cost

80.000x10%

8.000




(i) Statement of Changes in Equity for the year ended 31 December 2018T

Share Share Revaluation Retained Total
Capital Premium Reserve Earnings €
€ € €
Balance at start 4.000.000 1.000.000 1.070.000 | 6.070.000
Issue of shares 1.000.000 500.000 1.500.000
Land Revaluation 409.000 409.000
Profit for the year 434.000 434.000
Dividends paid (500.000) (500.000)
Balance at end 5.000.000 1.500.000 409.000 1.004.000 | 7.913.000
(Marks 5)
Workings
1. Issue of shares € €
Dr Bank (1 000 000x€1,5) 1.500.000
Cr OSC (1 000 000x€1) 1.000.000
Cr Share Premium (1 000 000x€0,5) 500.000
2. Land revaluation
Dr Land (4.090.000x10%) 409.000
Cr Revaluation Reserve 409.000

3. Dividend paid: 5 000 000 sharesx€0,1 = €500.000
(Keg. 5.2-5.3, 0€A.88-89)

ANSWER TO QUESTION 3

(@)
(i)

(Total Marks 20)

PROPERTY, PLANT AND EQUIPMENT-COST A/C

€000 €000
Balance b/d 1.500 | Disposal 50
Bank 100 | Balance c/d 1.550
1.600 1.600
(i) ACCUMULATED DEPRECIATION A/C
€000 €000
Depreciation - disposal 30 | Balance b/d 250
Balance c/d 300 | SOPL- charge for the year 80
330 330

(Marks 2)

(Marks 2)




(iii) DISPOSAL A/C

€000
PPE at cost 50 | Accumulated Depn (w3)
Bank-proceeds
Loss on disposal
50
(b)
Amalthia plc

€000
30
12

50

(Marks 2)

STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 31 DECEMBER 2018

Cash flows from operating activities
Profit before taxation

Add: Loss on sale of machinery

Add: Depreciation

Add: Finance cost

Operating cash flows before working capital changes

Less: Increase in trade and other receivables
Less: Increase in inventories

Add: Increase in trade payables

Cash flows generated from operations
Interest paid

Income tax paid (W1)

Net cash flows from operating activities

Cash flows from investing activities
Purchase of non-current asset (W2)

Proceeds from sale of non-current asset (W4)
Net cash flows used in investing activities

Cash flows from financing activities

Proceeds from issue of share capital (980+30-1,110-50)
Proceeds from long-term borrowings (200-50)
Dividends paid

Net cash flows used in financing activities

Net Decrease in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

Net Decrease in cash and cash equivalents

(Ke.6.3-6.6 0€A.112-116)

€000 €000

70
8
80
10
168
(6)
4)
5
163
(10)
(60)

93
(100)
12

(88)
150
(150)
(10)

(10)

(5)

45

40

(5)

(Marks 14)



Workings

CORPORATION TAX A/C

€000 €000
Bank - paid 60 | Balance b/d 80
Balance c/d 40 | SOPL- charge for the year 20
100 100
(Total Marks 20)
ANSWER TO QUESTION 4
(a) (i) PAYBACK:
Machine F
year Cash flows Cumulative cash flows
€
0 (10.000) (10.000)
1 4.500 (5.500)
2 2.500 (3.000)
3 2.500 (500)
4 2.500 2.500

The Payback period of machine F is 3 years and 2,4* months
500/2.500X12=2,4 months

Machine G
year Cash flows Cumulative cash flows)
€
0 (10.000) (10.000)
1 3,500 (6.500)
2 3500 (3.000)
3 4.000 1.000
4 2 500 3.500
The Payback period of machine G is 2 years and 9 *months
*3.000/4.000x12=9 months

(Marks 4)




(i) Average Rate of Return (ARR)

Year Machine F Machine G
Cash flows Depn* | Net Profit | Cash flows Depn** | Net Profit
€ € € € € €
1 4.500 1.700 2.800 3.500 1.600 1.900
2 2.500 1.700 800 3.500 1.600 1.900
3 2.500 1.700 800 4.000 1.600 2.400
4 2.500 1.700 800 2.500 1.600 900
5 1.000 1.700 (700) 1.500 1.600 (100)
4.500 7.000
Average | 4.500/5= Average | 7.000/5=
profit 900 profit 1.400
*10.000-1.500=8.500/5=1.700 per year
**10.000-2.000=8.000/5=1.600 per year
Machine F  ARR=Average net profit /initial capital
ARR= 900x100/10.000=9%
Machine G ARR=Average net profit /initial capital
ARR=1.400x100/10.000=14% (Marks 10)

(b) The managers of Fresco Ice cream Company should purchase machine G

because it has the:

v' Shortest Payback period
v' Higher ARR than machine F

(Kep.9.3, 9.4 0eA.177-180)

(c) Calculation of Gearing:

Gearina ratio= €900.000+€600.000 =75
9 €900.000+€600.000+€500.000

S

(Marks 3)

(Marks 2)

H etaipeia £xel 75%, deiktn davelakng empdpuvong mou Bewpeital ynAd agpou cival

évoeltn Ot auTtr) xpnuatodoTeital Kupiwg atrd (Eva ke@aAalia, e§apTdTal atrd daveia Kal
TEPIKAEiEl KIVOUVOUG O€ TTEPITITWON N ATTOTTANPWHUNAG TOUG.
(The company is highly geared. It is mainly financed by external sources and is

therefore at high risk)
(Ke.7.7, 0eA.145-146)

(Mark 1)

(Total Marks 20)



ANSWER TO QUESTION 5

PART (A)
(&)
Plexi Ltd
Manufacturing A/c for the year ended 31 December 2018
€ €

Raw Materials:

Opening inventory 31.000

Add Purchases 179.100

Add Carriage Inwards 1.200 180.300

211.300

Less Closing inventory 31.400
Cost of Raw Materials used 179.900
Direct labour
Manufacturing wages (79.500+500)x6/8 60.000
Direct expenses
Patents and Royalties 6.500
PRIME COST 246.400
Factory Overheads
Light and heat (4.900-800)x60% 2.460
Factory supervisor’s salary 14.000
Manufacturing wages (79.500+500)x2/8 20.000
Rent (8.000+900)x60% 5.340
Depreciation of factory machinery 11.400 53.200
Work in Progress
Add work in progress at start 8.500
Less work in progress at end (7.550) 950
Cost of Production 300.550

(Kep.3.1- 3.4 oeA 37-43)

10

(Marks 7)



(b)

Plexi Ltd
Income Statement for the year ended 31 December 2018
€ €
Sales 461.000
Less Cost of sales:
Opening inventory of finished goods 8.140
Purchases of finished goods 30.850
Add carriage inwards 200
Cost of goods manufactured 300.550
339.740
Less Closing inventory of finished goods (8.250) (331.490)
Gross profit 129.510
(Keg. 3.5 oeA 44) (Marks 3)
PART (B)
(a)
Formula 2019 2018
i) Gross Profit Margin = Gross Profit 100 €280.000 €450.000
Sales : — : —
€800.000 <100 = 35% €850000 <100 = 52.94%
Net Profit before interest €58.000 + €22.000 £91.000+€24.000 100
. _ : : B x100=
i) ROCE = Total capital employed** X €200.000 x100 = 40% €179.000
64,25%
iii) Recel\{ables collection days = €135.000 s ; €75.000 .
Trade receivables . €720.000% ¥ 30> ~884AYS | 7erng X 36 = 35.8days
Credit Sales
(Marks 6)
*2018 credit sales: 850.000x90%= 765.000
2019 credit sales: 800.000x90%= 720.000
**2018 Total CE: 40.000+19.000+120.000= 179.000
2019 Total CE: 40.000+10.000+150.000= 200.000

11




(b) () To Too0OTO MEIKTOU KEPOOUG £XEl HEIWOET KATA 17,94% dnAadr atro 52, 94% 10
2018 o 35% 10 2019. AuTr n peiwon PTTopEi va oPeileTal e dIAYOopouUs
TTOPAYOVTEG OTTWG:

e 21NV auénon tng TiUAS ayopdg TTou dev eTTIBAPUVEI TOUG TTEAATEG
e 2TnV ayopd TTpoidéviwyv ammd dAAo mpounBsurn o wnAorepn Tiun
e 2Tn MEIWON TNG TINAG TTWANONG

(The gross profit margin was reduced by 17,94% from 52,94% in 2018 to 35% in 2019)
Some of the reasons for this reduction could be:

¢ Anincrease in the purchase price not been passed on to customers

e The purchase of goods from a different supplier at a higher price

e A decrease in the selling price (Marks 2)

(i) Ooo 1m0 HIKPA €ival n TTEPIOdOC €ioTTPAENS TWV XPEWOTWY, TOOO KAAUTEPO €ival yia
TNV ETTIXEIPNON ETTEION:

e H emixeipnon Ba e10TTPAEEl TIC ATTAITACEIG TNG O€ GUVTOMO XPOVIKO dIACTNUA Kal
auTo Ba £xel BETIKA €TTIOpAON TTAVW OTIG TAPEIAKES TNG POES
o Meiwvel TNV MOavoeTNTA YIA ETTICPAAEIS ATTAITACEIG

(The shorter the Trade Receivables collection period the better for the company
because:

e |t will have a positive effect on its cash flow
e It will reduce the risk of irrecoverable debts) (Marks 2)

(Kep.7.4- 7.6 oeA 138-144) (Total Marks 20)

(GRAND TOTAL MARKS 100)
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