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ANSWER 1

PART A
i. C Keg. 2, evor. 2.4, oel. 37
ii. b Keg. 2, evor. 2.4, oeA. 36
ii.  a Keg. 2, evor. 2.6, ogA. 41
iv. d Keg. 9, evort. 9.4, oeA. 201
8M
PART B
a)
Variable cost per unit €
Direct labour 16,00
Royalties 5,50
Active pharmaceutical ingredient 14,50
Delivery and shipping cost 6,20
Formulation cost 2,80
45,00*
Contribution per unit = selling price — variable cost per unit
= €60 —€45*=€15
4 M
b)
Total Fixed cost €
Rent of premises (100.000 x 4 quarters) 400.000
Production, administration, and marketing costs (50.000x12) 600.000
Machines depreciation [(€1.400.000-200.000) x2] : 8 300.000
Other Fixed Costs 200.000
1.500.000*
Break Even Point in units = Fixe,d Cost .
Contribution per Unit
= Z2220% =100 000 units or PCR tests
4 M
¢) Margin of Safety in units = Sales in units — Break Even in units
= (110 000 —100000) =10000 units or PCR tests
1M
d) Profit = Total Contribution — Fixed Cost
= [(220 000 units x €15) —€1.500.000]
= [€1.650.000 —€1.500.000] =€150.000
1M



Alternative solution 1:
Profit = Total Revenue — Total Cost

= Total Revenue — Fixed Cost — Total Variable Cost
= (110 000 units x €60) — [€1.500.000 + (110 000 units x €45)]

=€6.600.000 — (€1.500.000 + €4.950.000)
= [€6.600.000 —€6.450.000]
=€150.000

Alternative solution 2:

Profit = Margin of Safety in units x contribution per unit

=[10 000 units x €15] =€150.000

e) Units required to earn €600.000 profit =

Fixed Cost+Required Profit

_ €1.500.000 + €600.000 €2.100.000

Contribution per Unit

= 140 000 units

€15 €15
2M
ANSWER 2
(a)
JOURNAL
Date Details Debit € | Credit €
2022 Bank (€800.000/€2) x1/4 x€2,20 220.000
July 1 Ordinary Share Capital (100.000 x €2) 200.000
Share Premium (100.000 x 0,20) 20.000
Oct. 1 Share Premium (500.000 x 1/10) x€2 100.000
Ordinary Share Capital 100.000
Nov. 30 | Bank [(€1.200.000 /€2) -550.000)]x €2 100.000
Ordinary Share Capital 100.000
Dec. 31 | Retained Earnings (or Dividends) 30.000
Bank  (600.000 x €0,05) 30.000
Alternative workings:
Shares €
Jan. 1 Balance at start (€800.000 /€2) 400.000 800.000
July 1 Rights Issue (400.000 x 1/4) x €2 100.000 200.000
Total after Rights Issue 500.000 1.000.000
Oct. 1 Bonus Issue (500.000 x 1/10) x €2 50.000 100.000
Total after Bonus Issue 550.000 1.100.000
Nov. 30 Issue of remaining shares 50.000 100.000
(1.200.000 /€2) 600.000 1.200.000

10 M



(b) Equity section of the Statement of Financial Position of Armonia Plc:

Equity €

Issued share capital: ordinary shares of €2 each 1.200.000
Share premium (90.000 + 20.000 - 100.000) 10.000
Revaluation reserve 30.000
Retained earnings (100.000-30.000) 70.000
Total Equity 1.310.000

3M

(c) Reasons for rights issue (OtroladATroTE dUO)

EvBappuvel TOUG UPICTAPEVOUG HETOXOUG Va £EAO0KACOUV Ta OIKAIWPATA TOUG
(WG TTPOG TNV AYOPd PETOXWV).
Eival €vag 0IKOVOUIKOG TPOTTOG aUgnong Ke@aAaiou.

‘Exel HEYOAUTEPEG TTIBAVOTNTES ETTITUXIOG OUYKPITIKA PE €KOOTN QVOIKTH TTPOG

TO KOIVO.
Eival évag TpoTT0¢ XpNuaTodoTnong / €¢ac@Aaliong Ke@aAaiou Tng TaIPEIQG.

Encourages existing shareholders to exercise their right to buy shares.

It is one cost-effective way to increase capital

The rights issue is offered to existing shareholders and therefore has more
chances to be successful than public offering..

Companies most commonly issue a rights offeringto raise additional
capital/funding.

2M
Keo. 4, evor. 4.8.2, 0eA.90
PART B
Net Present Value
Year Net cash flow € 8% Present value €
0 (40.000.000) X 1,00 (40.000.000)
1 18.000.000 X 0,926 16.668.000
2 16.000.000 X 0,857 13.712.000
3 12.000.000 X 0,794 9.528.000
3 (scrap) 5.000.000 X 0.794 3.970.000
NPV 3.878.000
*Cash inflows — Cash outflows
Year 1: 27.000.000 — 9.000.000 = 18.000.000
Year 2: 22.000.000 — 6.000.000 = 16.000.000
Year 3: 17.000.000 — 5.000.000 = 12.000.000
5M

(Total Marks 20)



ANSWER 3

Hercules Plc
STATEMENT OF CASH FLOW FOR THE YEAR ENDED 31 DECEMBER 2021

€ €
Cash generated from Operations 91.400
Less: Interest Paid: Bank Overdraft (500)
Debentures (3.500)
Less: Corporation Tax Paid (w1) or (31.000 + 12.000 — 14.000) (29.000)
Net Cash From Operating Activities 58.400
Cash Flow From Investing Activities
Payments to acquire equipment (70.000)
Proceeds from sale of P.P.E. (w2) or (85.000 — 30.000 — 16.400) 38.600
Payments to acquire shares in other companies (40.000 — 25.000) (15.000)
Dividends received (investment income) 2.000
Net Cash Used in Investing Activities (44.400)
Cash Flow from Financing Activities
Proceeds from issue of ordinary shares (250 — 180) + (33 — 12) 91.000
Repayment of Debentures (110.000-50.000) (60.000)
Ordinary dividends paid (18.000)
Net Cash flow from Financing Activities 13.000
Net Increase in Cash and Cash Equivalents 27.000
Cash and Cash Equivalents at the beginning of the year (7.000)
Cash and Cash Equivalents at the end of the year 20.000
Net Increase in Cash and Cash Equivalents 27.000
17 M
Alternative solution:
Net Cash flow from Financing Activities 13.000
Net increase in cash and cash equivalents | 27.000 |
Cash and cash equivalents at the beginning of the year (7.000)
Cash and cash equivalents at the end of the year (20.000)
Workings
(2) Corporation Tax A/c
€ €
Cash - paid 29.000 | Balance b/d 31.000
Balance c/d 14.000 | SOPL- charge for the 12.000
year
43.000 43.000




(2) Disposal A/c
€ €
P.P.E. 85.000 Accumulated Dep’n 30.000
Bank-proceeds 38.600
Loss on disposal 16.400
85.000 85.000

(b) H peuotdTnTa €ival o onuavTtikg ammd Tnv Kepdogopia.

OtroladATTOTE ATTAVTNON ATTO TA TTI0 KATW:
e Kapia emixeipnon dev Ba 0dnynOei o€ KAgioIuo av KAvel CnUIES, AAAG avTIOETWG
Ba utTox PeWBEi o€ KAEioIUO/ XpewKoTTia av dev gival o€ B€on va TTANPWOEI TOUG

TMOTWTEG TNG.

e H peuoToTnTa €ival n IKAvOTNTA PIAG ETTIXEIPNONG VA TTANPWVEI TIG TPEXOUOEG
UTTOXPEWOEIG TNG Apa gival TTIO GNPAVTIKI ATt TV KEPOOPOPIa.

e H peuoTtoTtnTa €ival To «aipyay» yia Tnv Cwn NG emxeipnong (lifeblood of the

business) kai a1té auTrv e¢apTdtal n mRiwor TnG.

Liquidity is more important than profitability.

e A business can operate at a loss, but forced into liquidation/bankruptcy if it is

not able to pay its creditors.

e Liquidity measures the company’s ability to pay its short-term liabilities and

thus it is a more important than profitability.

e Liquidity is the lifeblood of the business and its survival depends on it.

KepdAaio 6, evoT. 6.1, ogA. 125

ANSWER 4
PART A

(@)

Cost of Salesx

i. Inventory Turnover =

Average Inventoryxx

1.200.000%

Inventory Turnover =
375.000%x*

*Cost of Sales = Opening inventory + purchases — closing inventory
= (350.000 + 1.250.000 — 400.000) if correct = 1.200.000

= 3,20 times

=7 times

3M
(Total Marks 20)

**Average inventory= (Opening + closing)/2 = [(350.000 + 400.000)/2] = 375.000

3M




ii. Mark up

i. Mark up =

Mark up =

Gross Profit X 100 = --- %

Cost of sales

(1.900.000—1.200.0000f ) **
*1.200.0000f

X 100 = 58,33%

**Gross Profit = Revenue — Cost of sales

2M

. Current Assets
Current ratio =

Current Liabilities

395 = 400.000+Trade Receivables+65.000 _
e 180.000+36.000

3,25 x 216.000 = 465.000 + Trade Receivables

Trade Receivables =€237.000
4 M

(b) OTroI0dATTOTE ATTO TA TTIO0 KATW:
Mia wnArf avaloyia PTTopEi va UTTodNAWVEL:

o1 n emyxeipnon (Thalia Plc) diaB&Tel TTOpoug ol oTToiol dev XpNoIYoTToIoUVTal
aTTOOO0TIKA.

UTTApYOoUV WNAAQ eTTiTTeda ATTOBEPATWY TTOU TTAPAUEVOUV AVEKMETAAAEUTA QvTi
va XpNoIYoTToIouvTal YIa TRV KEPOOPOPIa TNG ETTIXEIPNONG.

UTTAPXOUV WNAQ €TTITTEDA XPEWOTWY TTOU TTAPAPEVOUV AVEKPETAAAEUTA QvTi va
XPNOIUOTTOIoUVTAI VIO TNV KEPOOYOPIa TNG ETTIXEIPNONG

uttdpxouv  wnAd emmitreda  OIABECIMWY  PETPNTWY  TTOU  TTOPOUEVOUV
QVEKUETAAAEUTO AVTi va XPNOIKJOTTOIOUVTAI YId TNV KEPBOPOPIa TNG ETTIXEIPNONG
uttdpxouv WnAd etrireda ammoBepdTwWy PE KivOUVO va KATaoTpa@ouv 1 va
TTaAQIWBOoUV ) va aAAoIwBOoUV avTi va XpNoIUOTTOIOUVTal VIO TV KEPBOPOPIa TNG
ETTIXEIPNONG.

UTTApXOUV WNAQ TTITTEDQ XPEWOTWYV UE OTTOTEAEC A N ETTIXEIPNON VA KIVOUVEUEI
VA EXEI HEYAAEG ATTWAEIEG ATTO XPEWOTEG

Any of the following:
The high current ratio of Thalia Plc may indicate that:

the management may not be using its assets efficiently.

the company retains high levels of inventory that remain unused instead of
being used for business profitability.

the company retains high levels of trade receivables that remain unused
instead of being used for business profitability.

the company retains high levels of available cash that remain unused instead
of being used for business profitability.

the company carries excess inventory which is inefficient and carries the risk
of stock obsolense or damage.

the company does not collect receivables on time and thus carries the risk of
trade receivables becoming irrecoverable/bad.

KegpdAaio 7, evor. 7.5, o€A. 159 2M



PART B
(@)

Computer Equipment a/c

2021 € 2021 €
Jan 1 Balance b/d 200.000 | Aug 31 Disposal 60.000
Oct1l Payables a/c 40.000 | Dec 31 Balance c/d 180.000
240.000 240.000
2022 2022
Jan1l Balance b/d 180.000
2 M
(if)
Accumulated depreciation - Computer Equipment a/c
2021 € 2021 €
Mar 31 Disposal W1 25.000| Jan1 Balance b/d 120.000
Dec 31 Balance c/d 142.500| Dec 31 Depreciation* W2 47.500
167.500 167.500
2022 2022
Jan1l Balance b/d 142.500
5M

*Depreciation expense or Profit or Loss ledger
(iii)

Computer Equipment — Disposal a/c

2021 € 2021 €
Aug 31 Disposal 60.000 | Aug 31 Accumulated depnW1 25.000
Aug 31 Receivables 12.500
Dec 31 Loss on disposal* 22.500
60.000 60.000
2 M

*Loss on disposal or Profit or Loss ledger

Working 1: total depreciation of Computer Equipment sold:
(€60.000 x 25%) x = = €25.000

Alternative working 1:
Working 1: total depreciation of Computer Equipment sold:
Depreciation for the year 2020 = 60.000 x 25% =
Depreciation for the year 2021 = (60.000 x 25% x 8/12) =

€15.000
€10.000

€25.000



Working 2: total depn for the year 2021

(200.000 — 60.000) x 25% = €35.000
60.000 x 25% x 8/12 = €10.000
40.000 x 25% x 3/12 = €2.500
€47.500
(Total Marks 20)
ANSWER 5
Atlas Plc
Statement of Profit or Loss for the year ended 31 December 2021
€ €
Revenue 1.284.000
Cost of sales (w1) (801.400)
Gross profit 482.600
Administrative expenses (W2) 0f182.375
Distribution costs (w3) 0f133.635 (316.010)
Profit from operations 166.590
Finance costs (w4) (9.000)
Profit for the year before tax 157.590
Corporation tax expense (18.790)
Net Profit for the year 138.800
6 M
Workings:
W1 Cost of sales €
Opening inventory 69.800
Purchases 787.350
Carriage Inwards 39.000
Closing inventory (94.750)
801.400
25M
W2 Administrative expenses €
Irrecoverable debts (8.300+2.550) 10.850
Wages and salaries (131.250 + 11.250) x 80% 114.000
Allowance for irrecoverable debts [(98.550-2.550) x10%] — 6.900 2.700
Depreciation on office buildings (363.000 x10%) 36.300
Depreciation on equipment [(190.000 — 66.500) x 20%] x 75% 18.525
182.375

6,5M



W3 Distribution costs €

Carriage outwards 54.560

Wages and salaries (131.250 + 11.250) x 20% 28.500

Warehouse rent [25.300 + (6.900 x 1/3)] 27.600

Depreciation on delivery vans (120.000 - 36.000) x 20% 16.800

Depreciation on equipment [(190.000 — 66.500) x 20%] x 25% 6.175
133.635

35M

W4

Finance cost

(120.000 x 10%) x 9/12 9.000

TEAOZ

10

15M
(Total Marks 20)

(GRAND TOTAL MARKS 100)



