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REQUIRED

(a) Based on the original budget, calculate:
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..................................................................................................................................... [1]
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..................................................................................................................................... [1]

(iii) break-even in both units and sales value. ............ccccooiiiiiiiii
..................................................................................................................................... [2]

© OCR 2011



3

(b) Taking each option independently, calculate the profit for each of options (i) to (iv). Show the
contribution per unit in each case.
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(c) For option (v), calculate the sales quantity necessary to achieve the required profit.
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............................................................................................................................................. [6]
(e) State two applications of marginal costing.
2 SRS
2 e —eeeeeeeeeeeeaae—eeeaaaeeeeeaateeeeeaateeeeaanteeeeaaneeeeeaanteeeeeanaeeeeaanreeeeaananeens
............................................................................................................................................. [2]
Total marks [27]
2 REQUIRED

(a) Calculate the budgeted overhead absorption rate for each production department.
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(c) All selling prices for ESD Ltd are based on a 10% net profit margin. Calculate the selling price
to the customer for enquiry reference 1912.

(d) (i) Explain why ESD Ltd may have chosen to use the departmental direct labour hour rate
to absorb overheads.
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(ii) Discuss three alternative methods the company could have used to absorb overheads,
indicating the circumstances in which each would have been appropriate.
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Total marks [22]
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3 REQUIRED

(a) Calculate for each option:

(i) the net cash flow (excluding the initial cost of the purchase of the business) for each year.
Show the cash inflow and cash outflow in your calculations;
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(iii) net present value (assuming the net cash flows take place at the end of each year).
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(b)* Discuss the benefits and limitations of payback and net present value as capital expenditure
investment appraisal methods.
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() Recommend to Tesjen plc which would be the better business to purchase. Justify your
recommendation.

Total marks [35]
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4 REQUIRED

(a) For Gerones Traders, the Cash Budget for each of the months ending 30 June, 31 July and
31 August 2011.
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(b)* For Gerones Traders, the Budgeted Trading and Profit and Loss Account for the three months
ending 31 August 2011 and the Budgeted Balance Sheet as at 31 August 2011.
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(c) Discuss two possible impacts of budgets on the managers in a business.

Total marks [36]
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