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MAL1006 The Accounting Professional
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Answer ALL questions.
1. Wong is a perfume manufacturer. The outlet has prepared the previous month's profit
statement shown below, which is based on the production of 2000 perfumes.
RM RM
Sales 110,000
Less: Expenses
Variable 60,000
Fixed 35,000 95,000
Net profit before tax 15,000

You are required to:

a) Calculate the break-even point in sales volume and value. (5 marks)
b) Draw the break-even chart. (6 marks)
c) Calculate the contribution to sales ratio. (2 marks)
d) Calculate the margin of safety. (2 marks)

e) Calculate the sales volume and value required to make a profit before tax of
RM25,000. (4 marks)

f) State THREE (3) limitations of a break- even analysis (6 marks)
[Total: 25 marks]

2. The director of D&PLH provided the following budgeted information below:

Revenue Purchases | Monthly Depreciation | Administration

2022 RM RM RM RM
November 24,000 14,000 120 6,300
December 26,000 17,000 120 6,200
2023

January 30,000 18,000 120 6,200
February 26,000 15,000 120 6,800
March 28,000 19,000 150 7,100
April 32,000 13,000 150 6,700

Other information is as follows:
i. 10 % of all revenue is cash sales.

ii. 50% of credit customers pay in the month following the sale and receive a 4% cash
discount. The remaining trade receivables pay in the second month following the sale.

iii. All purchases are on credit and are paid for in the month following the purchase, after
deducting a 5% early settlement discount.
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Vi.

Vii.

viii.

iX.

The business rent is RM 9,000 a year. This is paid in two equal installments on 1
February and 1 August each year.

A dividend of RM 3,100 is expected to be paid on 19 January 2023.

Administration costs are paid for in the month after the Administration costs are
incurred.

The company expects to take out a bank loan of RM 10,000 with an interest rate of
7.8% per annum on 1 March 2023. This is to help finance the purchase of a new
vehicle in March which is expected to cost RM 12,000. The loan is to be repaid in full
together with the interest after one year.

The company directors intend to sell an old vehicle in April 2023. This originally cost
RM 7,200 and by the date of disposal will have accumulated depreciation of RM 5,100.

The sales proceeds are anticipated to be RM 1,100.

It is expected that there will be a bank overdraft of RM 1,303 on 1 January 2023.

You are required to :

Prepare a Cash budget for each of the Four months January to April 2023 (25 marks)

[Total: 25 marks]

3. The directors of T Limited are considering investing in Machine A at a cost of RM 950,000
to manufacture a new product. The estimated cash flows from the new product are as

follows:
Cash inflows Cash outflows
Year 1 640,000 240,000
Year 2 660,000 260,000
Year 3 400,000 200,000
Year 4 300,000 200,000

Machine A has a useful life of 4 years. The Residual value is zero.

Additional information:

The cost of capital is 8%. The discount factors are:

7% 8%

Year 1 0.935 0.926

Year 2 0.873 0.857

Year 3 0.816 0.794

Year 4 0.763 0.735
You are required to:
a) Calculate the accounting rate of return (ARR) of machine A. (7 marks)
b) Calculate the payback period of Machine A. (3 marks)
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c) State TWO (2) advantages and TWO (2) disadvantages of using the payback method

of investment appraisal. (4 marks)
d) Calculate the net present value (NPV) of Machine A. (5 marks)
e) Calculate the internal rate of return (IRR) of Machine A. (6 marks)

[Total: 25 marks]

4. The budget unit sales for Jana Corporation for the upcoming quarter are as follows:

July August September Quarter
Unit sold 30,000 25,000 22,000 77,000

The company’s variable expenses include:

Shipping expenses RM 2.00 per unit
Sales commission RM 5.00 per unit
Other expenses RM 6.00 per unit

The company’s fixed expenses are:

Advertising RM 75,000 per month
Executive salaries RM 90,000 per month
Depreciation RM 20,000 per month

Also, executive bonus payments of RM 25,000 will be made in July and September, and
a major building repair of RM 35,000 will be paid in August.

You are required to:

a) State TWO (2) advantages to a business of using a budgetary control system.
(4 marks)

b) Prepare the company’s selling and administrative budget for the upcoming quarter.
(21 marks)
[Total: 25 marks]

- END OF QUESTIONS -
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