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Read Source A in the insert.
(a) Calculate the profit for the period for both the six months ended 30 June 2023 and the
six months ended 31 December 2023.
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(b) Prepare appropriation accounts for both the six months ended 30 June 2023 and the
six months ended 31 December 2023.

Workings:
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(c) Calculate, to two decimal places, the profit margin of the partnership for the six months ended
31 December 2023.
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Additional information

Harry is also a shareholder in a large company in a different industry. When he looked at the
financial statements of the company, he found that it had a higher profit margin than the partnership.
He also saw that it had a qualified audit report.

(d) Discuss whether Harry should be comparing the profit margin of the company with that of the
partnership.
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Read Source B in the insert.
(a) Calculate at 31 December 2022:

(i) the accumulated depreciation on Machine A

(ii) the carrying value of Machine B

(iii) the original cost of Machine B.
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(b) Prepare the schedule of non-current assets at 31 December 2023.

7

GradeMax

Workings:
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Additional information
The directors use ratio analysis to assess performance.

(c) Name the efficiency ratio which would be affected by the outcome of the impairment review.

Additional information
1 Revenue for the year ended 31 December 2023 was $322500.
2  Assets and liabilities included the following:

At 31 December

2023 2022
$ $
Inventory 112000 76000
Trade receivables 48000 56000
Trade payables 31000 29000

3 The directors calculate ratios using year-end balances. They are now considering using
average figures in future.

(d) Calculate the net working assets to revenue ratio for 31 December 2023 using year-end
balances.

(e) Assess the effect the change in formula would have on:

(i) the company’s net working assets to revenue ratio (calculations are not required)
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(ii) the perceived performance of the company.

(f) Advise the directors whether or not they should use average figures when calculating the net
working assets to revenue ratio in future. Justify your answer.

[Total: 25]
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Read Source C in the insert.
(a) Explain one reason why the rate of factory profit had changed between 2022 and 2023.
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(c) (i) Prepare a corrected statement of profit or loss for the year ended 31 December 2023.
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(ii) Prepare a corrected statement of financial position at 31 December 2023.
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Additional information

One of the directors is concerned that, after ten years of trading, the balance on the retained
earnings account is low in relation to the profit for the year. He says this shows that the dividends
paid were too high.

(d) Advise the directors whether or not the balance on the retained earnings account is too low
as a result of paying excessive dividends. Justify your answer.

[Total: 25]
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