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1 REQUIRED

 (a) Calculate the net cash flow each year for each product. 
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 (b) (i)  Calculate the payback (to two decimal places) for each product. Assume even cash flows 
throughout each year. 
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  (ii)  Calculate the net present value for each product. Assume all cash flows take place at the 
end of each year. [12]
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 (c)* Evaluate each of the capital appraisal methods stated in part (b). [10]

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

www.xtrapapers.com



8

© OCR 2018

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

www.xtrapapers.com



9

Turn over© OCR 2018

 (d) Explain the reasons for how the original market research should be treated in the capital 
appraisal process.

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

 .............................................................................................................................................. [3]

www.xtrapapers.com



10

© OCR 2018

2 REQUIRED

 (a) Calculate the closing stock value for each of the three years under the FIFO basis of valuing 
issues, if the company used:

• the marginal costing approach to valuing stock
• the absorption costing approach to valuing stock.
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 (b)* A statement showing the gross profit for each of the three years under the FIFO basis of 
valuing issues of stock, if the company used:

• the marginal costing approach to valuing stock
• the absorption costing approach to valuing stock. [15]
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 (c) Assess the production, sales and cost data over the three-year period. 
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 (d) Discuss why companies are required to use absorption costing and not marginal costing 
when preparing published accounts. 
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3 REQUIRED

 (a) Using the data for the year commencing 1 May 2018, calculate:

  (i) the break-even in units and sales value
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  (ii) the profit for the year (show the contribution per unit in your calculations)
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  (iii) the margin of safety in units and as a percentage
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  (iv) the sales in units required to maintain the profit level of the year ended 30 April 2018
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 (b) Calculate the selling price that the company would need to charge for the additional product 
in order to achieve a 50% contribution to sales ratio.
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 (c) Assess the usefulness of the margin of safety to a company.
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4 REQUIRED

 (a) Calculate overhead absorption rates by each of the following methods:

• percentage of direct materials
• percentage of direct labour
• percentage of prime cost
• per unit
• labour hour rate
• machine hour rate.
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 (b) Using the appropriate overhead absorption rates calculated in (a), calculate the selling price 
of job 1912, using each of the following methods:

• percentage of direct materials
• machine hour rate.
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 (c) Evaluate the suitability of each of the two methods in part (b) for absorbing overhead costs.
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 (d) Distinguish between allocation and apportionment of overheads. Illustrate, with a suitable 
example in each case.
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ADDITIONAL ANSWER SPACE

If additional space is required, you should use the following lined page(s). The question number(s) 
must be clearly shown in the margin(s).
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