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1 On 31 March 2010 the following balances were extracted from the books of Chung Ltd.

£

Stocks 1 April 2009:

Raw materials 76850

Work in progress 116000

Finished goods 110200
Purchases of raw materials 1160000
Sales 3625000
Direct wages 652500
Carriage on raw materials 8700
Indirect wages 98600
Purchase returns 26825
Debtors 120000
Sales returns 31900
Rates and insurance 55100
General factory overheads 134850
Loan interest 7250
Office salaries 116000
General office expenses 145000
Premises 870000
Machinery 319000
Provision for depreciation of machinery 58000
Long term 10% loan 145000
Provision for doubtful debts 5510

Additional information.

(i) Stocks as at 31 March 2010: £
Raw materials 68150
Work in progress 133400
Finished goods 98600

(i) Loan interest owing £7250.
(iii) The provision for doubtful debts is to be provided at 5% of debtors.

(iv) Rates and insurance are apportioned between the factory and the general office on the basis
of 4:1. Rates and insurance owing £1500.

(v) Provision is to be made for depreciation as follows:

* premises — 5% on cost apportioned between the factory and the general office on the
basis 4:1.

* machinery —15% reducing balance method. All the machinery is used in the manufacturing
process.
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REQUIRED

(a)* The Manufacturing, Trading and Profit and Loss Account for the year ended 31 March 2010.
[27]

(b) Chung Ltd proposes to transfer finished goods from the Manufacturing Account to the Trading
Account at market price. Discuss the application of the prudence and realisation concepts in
relation to this proposal. [6]

Total marks [33]
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2 The following is a summary of the final accounts of Laurent plc for the year ended 31 March 2010.

Profit and Loss Account for year ended 31 March 2010

£ £
Turnover 620000
Cost of sales 300000
Gross profit 320000
Distribution costs 70000
Administrative expenses 130000 200000
Operating profit 120000
Interest payable 20000
Profit before tax 100000
Corporation tax 25000
Profit after tax 75000
Profit and loss brought forward 15000
90000
Ordinary dividend 60000
Transfer to reserves 10000 70000
Retained profit 20000
Balance Sheet as at 31 March 2010
£ £
Fixed Assets 800000
Current Assets
Stock 230000
Debtors 40000
Bank 20000
290000
Creditors: Amounts due in less than 1 year
Creditors 150000
Dividends 60000
Taxation 30000
240000
Net Current Assets 50000
850000
Creditors: Amounts due in more than 1 year
5% Debentures 400000
450000
Capital and Reserves
£1 Ordinary shares 200000
Share premium 50000
General reserve 180000
Retained profit 20000
450000

Authorised Share Capital is 800000 £1 ordinary shares. The current market value is
£2.50 per ordinary share.
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REQUIRED
(a) Calculate each of the following (where appropriate calculations should be to two decimal
places).
(i) gross profit as a percentage of turnover; [2]
(ii) return on capital employed; [2]
(iii) sales to capital employed,; [2]
(iv) current ratio; [2]
(v) liquid ratio; [2]
(vi) interest cover; [3]
(vii) dividend cover; [3]
(viii) gearing ratio; [3]
(ix) earnings per share. [3]

(b)* Explain what is meant by the ‘liquid ratio’ and discuss how Laurent plc could improve its
liquid ratio. [10]

Total marks [32]
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3 Blyton plc has an authorised share capital of 4000000 ordinary shares at £1.00 each. As at
1 December 2009 it had already issued 2000000 fully paid ordinary shares at par.

Blyton plc decided to offer to the public a further 1000000 ordinary shares at £2.00 each.
The terms of the issue are £0.60 payable on application, £0.80 on allotment and the balance at a
later date.

On 10 December 2009, applications had been received for 1500000 shares, and on 18 December
applications for 250000 shares were rejected. The money was returned to the unsuccessful
applicants. The remainder of the excess application money was retained and set off on a pro-rata
basis against the amount due on allotment. The remainder of the allotment money was received
on 29 December 2009. On 20 January 2010 a final call was made. All the call money was received,
except for the amount due on 5000 shares.

REQUIRED

(@) Prepare journal entries to record the above transactions up to 20 January 2010.
No narratives or dates required. [23]

(b) Explain each of the following sources of finance and recommend which of these sources of
finance would be most appropriate for a company such as Blyton plc which wants to expand
its sales and distribution network:

» factoring
* preference shares

* leasing
[12]

Total marks [35]

© OCR 2010 F004 Jun10



7
BLANK PAGE

© OCR 2010 F004 Jun10



OCR¥

RECOGNISING ACHIEVEMENT

Copyright Information

OCR is committed to seeking permission to reproduce all third-party content that it uses in its assessment materials. OCR has attempted to identify and contact all copyright holders
whose work is used in this paper. To avoid the issue of disclosure of answer-related information to candidates, all copyright acknowledgements are reproduced in the OCR Copyright
Acknowledgements Booklet. This is produced for each series of examinations, is given to all schools that receive assessment material and is freely available to download from our public
website (www.ocr.org.uk) after the live examination series.

If OCR has unwittingly failed to correctly acknowledge or clear any third-party content in this assessment material, OCR will be happy to correct its mistake at the earliest possible
opportunity.

For queries or further information please contact the Copyright Team, First Floor, 9 Hills Road, Cambridge CB2 1GE.
OCR is part of the Cambridge Assessment Group; Cambridge Assessment is the brand name of University of Cambridge Local Examinations Syndicate (UCLES), which is itself a
department of the University of Cambridge.

© OCR 2010 F004 Jun10




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 15%)
  /CalRGBProfile (ColorMatch RGB)
  /CalCMYKProfile (U.S. Sheetfed Uncoated v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.3
  /CompressObjects /Off
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize false
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts false
  /TransferFunctionInfo /Preserve
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile (None)
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 150
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 600
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects true
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /Unknown

  /CreateJDFFile false
  /Description <<
    /JPN <FEFF3053306e8a2d5b9a306f30019ad889e350cf5ea6753b50cf3092542b308030d730ea30d730ec30b9537052377528306e00200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /FRA <>
    /DEU <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
    /ENU <>
  >>
>> setdistillerparams
<<
  /HWResolution [600 600]
  /PageSize [595.245 841.846]
>> setpagedevice


