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None
Section A:  Finance: answer ONE of two questions. This section is worth 50 marks in total. 

Section B: Economics:  Answer ANY TWO of the three questions. Each question is worth 50 marks. This section is worth 100 marks in total.

You should answer only the required number of questions.

If you answer more than the required number of questions you should cancel (put a line through) the question(s) you do not want marked.

If you do not cancel extra questions, the examiner will mark the questions in the order presented in your answer book until the required number of questions have been marked.
NON PROGRAMMABLE CALCULATORS MAY BE USED IN THIS EXAMINATION

Section A: Finance

Please answer only one of the following two questions  

Question 1 (50 Marks)

PJ Davey decided to embark on a business venture distributing vitamins to chemists across Ireland and the UK. He launched his business in January 2017 by investing €105,000 savings in the new business bank account. The following transactions occurred during 2017. 

· 1st January: Uses €27,500 of their cash balance to purchase a motor vehicle for use in delivering their sold goods. 
· 25th January:  Purchases €60,000 trading stock as a cash transaction. 
· 6th July: After a long delay waiting for their stock to be delivered they commenced selling. Sells goods which cost €20,000 for €32,000. The customer paid with cash. 
· 8th August: Purchases €12,750 trading stock as a cash transaction.
· 25th September: Paid their annual insurance bill for 2017 in cash for €4,250.
· 14th December: Sells goods which cost €8,000 for €15,000 on credit. 
· 21st December: Sells goods which cost €16,000 for €22,000 – 50% of this remained unpaid on the 31st December 2017. 
· 31st December: Rent of €2,750 remains unpaid at the end of 2017.
· Other: Depreciation is to be charged on the motor vehicle at a rate of 20% per annum. 
(a) Prepare the following: 

i. The Statement of Comprehensive Income for the year 31st December 2017 (16 Marks)

ii. The Bank Balance as at 31st December 2017?



  (10 Marks) 

(b) Explain the following accounting concepts and provide examples of each.
(i) Relevance
(ii) Prudence Concept
(iii) Going Concern

(iv) Materiality
  (12 Marks)
(c) The following information relates to Bia Ltd
The Directors of Bia Ltd are concerned about the liquidity of the company. Sales and purchases for the year ended 31 December 2017 were:

Credit Sales

€2,176,200,000
Credit Purchases
€1,659,000,000
Current assets and liabilities at 31 December 2017 were: 

Stock 


€42,700,000

Trade Debtors

€295,200,000

Cash at Bank

€105,200,000

Bank Overdraft

€32,400,000

Trade Creditors 

€190,800,000

c) Calculate the following: 

i. The current ratio.

ii. The acid test/quick ratio.

iii. The Trade Payable days. 

iv. The Trade Receivable days
. 





(12 Marks)

Question 2 (50 Marks) 

McNabb Ltd has the opportunity to buy some equipment in October for €6,400. She is not sure whether she will have enough cash available and has provided the following budgeted information. 

	
	August (€)
	September (€)
	October (€)

	Sales
	25,200
	24,900
	25,000

	Purchase of material
	13,000
	13,050
	13,170

	General expenses
	5,708
	5,695
	5,711


Additional Information

· Sales are made on the basis of 65% cash and 35% credit. Credit customers will pay one month after the sale. 

· All purchase of materials are on credit. McNabb Ltd will pay their suppliers one month after the purchase of materials. 

· General expenses are paid in the month in which they are incurred. 

· McNabb Ltd depreciates all equipment at 10% per annum on cost. She depreciates existing equipment by €700 per month. 

· She calculates that the cash balance at 31 August will be €5,876.
a) Prepare a cash budget for September and October, including the purchase of equipment and state if McNabb Ltd can afford the equipment.
  



(20 Marks) 
“Traditional budgeting methods are too time consuming and costly. They are also too unresponsive to today’s competitive and turbulent environment”
“Nealy, Bourne & Adams – Better budgeting or beyond budgeting” 
Required

b) Critically evaluate the above statement. Your critique should also discuss how better budgeting can be achieved within organisations. 
(Note: your answer should make reference to the article cited above and any other relevant articles advised).









(30 Marks)
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