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4. (a)

()

The following information relates to three projects, which Zephr Ltd are
considering undertaking:

Project A B C
£ £ £

Initial Capital Outlay 90,000 110,000
200,000
Costs per unit
Materials 7 10 10
Direct labour 10 12 i2
Selling price per unit 20 25 32
Units produced and sold Project A B C
Years 1 10,000 15,000 8,000

2 12,000 15,000 10,000

3 15,000 16,000 15,000
Required:
Calculate the Net Present Value (NPV) using a discount rate of 16% and
Internal Rate of Return (IRR) for each project (12 marks)
Discuss the limitations of the investment appraisal techniques and advise
management on which project to invest in. (13 marks)

Contrast the difference between financial accounting and management
accounting, Include a discussion of the main techniques used in each branch of
accounting. (25 marks)

Explain the differences between the profits obtained from the traditional
system and the ABC system. Which system provides a better estimate of
profitability?

(25 marks)

Briefly define the terms fixed assets, current assets, current liabilities,
working capital, gross profit and net profit. (12 marks)

Financial statements are published for shareholders. What decisions are made

by the shareholders and how useful are the published accounts in this process?
(13 marks)

What are the problems of applying ratio analysis to financial accounts?
(25 marks)

END OF EXAMINATION
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