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The costs of producing and selling the funky indicator gloves initially are as follows:

(@) (i)

(ii)

3

Rent including storage
Wages

Textiles for gloves
Overheads

Lights and batteries
Packaging

Office expenses

£ 400
£1000
£ 2
£ 100
£ 2

£ 0.10 per pair

£ 60

per month
per month
per pair
per month
per pair

per month

What is meant by:

P I (D= Te Ie o 1] AR

Identify two fixed costs and two variable costs from the list above.

Fixed costs

Variable costs
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(b) A break-even chart has been drawn up for the production of funky indicator gloves as shown
below.
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(i) What is meant by the term ‘break-even’?

(ii) From the break-even chart, identify the number of pairs of gloves needed to break-even.
Break-even = ..., pairs of gloves [1]

(iii) 1f 500 pairs of gloves were sold, calculate the margin of safety.

Show your workings:

Margin of safety = .......ccccoociiiiiiins
[2]
(iv) From the break-even chart, calculate the selling price of each pair of gloves.
Show your workings:
Selling price £ .....ccooveviiiieeiiieees for each pair of gloves
[2]
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(c) Recommend how Charlie could lower the break-even point for funky indicator gloves. Justify
your answer.
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(a) Explain why zero-based budgeting is a more suitable method for Charlie to use than the
historic budgeting method.

(b) Identify and explain two factors which could affect the accuracy of Charlie’s sales budget.

7= T3 (0 ) T

(c) Inorderto help Charlie understand the importance of budgeting, Dom shows her some figures
from ECO Textiles Ltd. Calculate the variance for wages and sales.

Variance
Item Budget figure (£) Actual figure (£) Percentage | Favourable/
(%) Adverse
Wages 500000 520000
Sales 900000 950000

[4]

[Total: 10]
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3 Dom will provide Charlie with the capital required to set up Bike Angels. This amount will be £2000
more than the total cash outflow in July.

(@) (i) Enter the amount which Dom will provide into the appropriate unshaded box within the
cash-flow forecast below. [1]1

(ii) Complete the remaining unshaded boxes of the cash-flow forecast for Bike Angels. [5]

Cash-flow forecast for July — October 2011

All figures in £ July 2011 | Aug 2011 | Sept 2011 Oct 2011
Cash Inflow

Sales revenue 0 2400 3200 4000
Funds from Dom 0 0 0
Total Cash Inflow 2400 3200 4000
Cash Outflow

Rent 0 400 400 400
Website 1500 0 0 0
ICT hardware/software 2300 0 0 0
Stock 0 1230 1640 2050
Wages 0 1000 1000 1000
Office expenses 0 60 60 60
Overheads 0 100 100 100
ICT training 500 0 0 0
Tools and machinery 1700 0 0 0
Total Cash Outflow 6000 2790 3610
Net Cash Flow 2000 0 390
Opening Balance 0 2000 1610

Closing Balance 1610 1610 2000

© OCR 2011 Turn over



10

(b) Other than family and friends, identify one external source of finance available to Charlie for
setting up Bike Angels. State one advantage and one disadvantage of this source of finance.

L =] 0 A= L IE=To 101 (o= T

F Ao 17210 7=V [ PP PPPPTP SRR

[Total: 9]
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(a) Identify and explain one different factor for each element of SLEPT which might affect the
success of Bike Angels.

[10]
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(b) Explain two benefits to Charlie of carrying out a SLEPT analysis on Bike Angels.

ST=Y L= {1 S IR

[Total: 14]
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5* There is a possibility of producing a pair of funky indicator gloves which will only last as long as the
batteries (approximately three months depending on use) which would be cheaper to manufacture
than funky indicator gloves with renewable batteries.

Recommend which type of gloves Charlie should produce. Justify your answer.
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© OCR 2011



6

15

(a) Outline one possible objective of a registered charity.
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[Total: 16]
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7 (a) Identify two different ways in which each type of IT software could be used in an organisation
such as Bike Angels.

IT software Use
L1072 Y2 RS
Spreadsheet |
VA 2.
WAy T,
Database |
VY 2. e e e e et e e e e e e e e e e e e e e aane
L= 1Y PP P PP PPRPPPPN
T
VY 2. e e e e e e e e e e e e e e

[6]

(b) Analyse the advantages and disadvantages to Charlie of introducing IT into the running of
Bike Angels.
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[Total: 15]
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