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Answer ALL questions

1.  (a) Using examples that would apply to Mac’s Models Ltd (Appendix 2), describe what 
is meant by each of the following:

	 	 l	 fixed assets
	 	 l	 current liabilities.

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................
(4)

 (b) Calculate for Mac’s Models Ltd:

	 	 l	 ONE profitability ratio
	 	 l	 ONE liquidity ratio. 

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................
(4)
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 (c) Analyse the importance of the results of your calculations in 1(b) to Mac’s Models 
Ltd.

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................
 
   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................
(8)
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 (d) Evaluate the likely effects on the value of current assets if Mac’s Models Ltd were to 
introduce internet trading in the future.

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................
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(14) Q1

(Total 30 marks)
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2. .ary and Ian are considering setting up an online website for Mac’s Models Ltd. A local.ary and Ian are considering setting up an online website for Mac’s Models Ltd. A localA local 
IT systems company, R P Babbage Ltd, has advised them that the website would cost  
£2 000 to set up and a further £20 000 to equip. They would also need to buy a small 
delivery van at a cost of £10 000. However, .ary and Ian only have a limited budget.

 (a) Define the term budgeting.

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................
 (2)

 (b) Evaluate the likely importance of budgeting to Mac’s Models Ltd.

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................
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   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................
(14)

 The value of the delivery van is expected to depreciate by £2 000 per year.

 (c) (i) Define the straight line method of depreciation.

    ................................................................................................................................

    ................................................................................................................................
(1)

  (ii) Using the straight line method, calculate the number of years it would take for the 
residual value of the van to reach zero.

    ................................................................................................................................

    ................................................................................................................................

    ................................................................................................................................

    ................................................................................................................................

    ................................................................................................................................

    ................................................................................................................................
(3)

Bus150559_M26008A_AS_Business_St7   7 07/07/2006   12:33:38



Leave 
blank

8

*M26008A0808*

 (d) Assess whether the declining/reducing balance method is more appropriate for the 
purpose of depreciating the value of the van.

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................

   .......................................................................................................................................
(10)

   

Quality of Written Communication: 3 marks
TOTAL FOR PAPER: 63 MARKS
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