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Q1408

Notes:

Ignore GST for all calculations.

For any required calculations, you must provide detailed and labelled workings. Labelled
workings may be assessed.

Refer to the information provided in Resource Booklet 91408R to answer all questions.

QUESTION ONE

(@)

(b)

(c)

Define the cost concept “relevant range”, and explain a factor that will limit the relevant range
for Te Kete Méatauranga Cralfts (TKMC).
Note: You are NOT required to calculate relevant range.

e eleuondt Rimg@ s Hhe ienvel Of possible out put
(FIOX asket paoduchon), given TKMC's current
resources. Tis means 1S the range in Whnicn
VOrioble. COSES il NO+ (;hamge,\ou(:’r e r(_‘n"\g@_. OF
| o (Rxceed g) N _
OUHIUF, onal Qﬂgh@g Oeyond =S range Wil requir

ON INCrease in variabl @ CostS- for example i€

a 7 | |
TKMC have [imited number of experienced wetuel

pProducHON [ourpul OF AAy agskets IS limited +O -

e rereuont /romge, POSSIble Wit e number of
Wweouers: |

If selling price is $70 per unit per kete, variable costs are $35 per kete, and fixed costs are

$11 340 per annum, calculate the contribution margin for each kete.

CONH DU HON MO gin= SQ.\Hﬂg PACe - variabie os+<
= $10 - $35
Contribution margin: %35 (per kete)

Awhina and Pita want to produce a profit of $14 000 in TKMC's first year of operation.
Calculate how many kete they would need to sell to achieve this profit target.
] e

| ~~pele
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Calculate the margin of safety in terms of the number of ket'e(assuming that TKMC has  |assessor's

achieved the targeted kete production from (c) on the previous page.| USE ONLY
)

1010 TUeR

oreQlceven
sales

=124 - 32y

Margin of safely =

breQiUeN " ,,L\_?i/i_@ -394
= f sced COSXS 35 |
aa (1(( ADHJ“Oﬂ Margin of safety: L OO _ " number of kete C

Explain the concept of “margin of safety”, and apply this to Awhina and Pita limiting
their student loans.

MAMGIN OF Safety 1S HNe Margin #1ar AWNING GNA
Pit0 CON lase /gain while still breaking even:

If fne reacn teiC Profit 1arger of $14 000, SEINg
994 kere, Weir Morgin OF Safety IS UCO kete
(neaning the can 1ose uoo cales andl Skl
reak even). Any sales made above te redld
euen pont (324 kere Qles) S profit «or

neir Student 9;%%%0 a0 A Teir

Profit W\‘@%A ey wil L houe. an Alowance
for 10SS OF saies OfF HQA0kete beRye ey go

below bregkeven (moke o 1ogs). s IS A

nelp it fnaic Student bons: /777 -
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Justify the importance to Awhina and Pita of preparing and regularly updating a production
budget for TKMC.

Tt 1S mpo Mtand for Awlhina ook Pa 1o
frepare 0Na regloy updake O procch on
budgt for TKIMC in order to plan /
eChimatl potentyOd  cudput /production
pasead ON H Qi QU Nt @ SOW (RS-

WHAOUE O well - updated proonckion

pudgel . TEMC may not e avle to veel
C@mmzr o E01Q (s tair
QS mQS; m\ %? o actaat
Procdiuct von {’Or TEAC

b
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QUESTION TWO

(a)

Complete the Cash Budget below for TKMC showing the receipts and payments for October,

November, and December 2016.

TKMC
Cash Budget

October November December
Receipts
Grant from iwi 2000 0
Cash sales 700 2 4S50 U 200
Cash from accounts receivable 25 L EEED ilﬁm
TOTAL RECEIPTS 2 100 | 30%0 5 46O
Less payments
Cellphone costs 59 bS 55
Other fixed operating expenses v o b i) 215
Storage rental to marae committee | OO | OO | QO
\ehicle expenses | 4O \ 4O | 4O
Vehicle loan | OO E® B | CQO
Wages to weavers 200 | 650 40
Other variable costs | OO A 40O
TOTAL PAYMENTS 2270 3495 | 43 70
Surplus (defieit) of cash U430 (U15) | 1 090
Opening bank balance 250 6 %Q 169
Cosrgpaonres i | G50 | 265 | 1365
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(b)

e

Justify whether the Cash Budget you completed on page 6 indicates that TKMC will help
Awhina and Pita limit their student loan debt.

Include in your answer:

specific examples from the cash budget to support your explanation as to whether
TKMC will help to limit the student loan debt

an explanation of why Awhina and Pita need to understand that TKMC's cash budget is
estimating monthly kete sales.

From +ne evidence in te ashn budget Showing e
estimated CoBn INAON. ANl OUHIOW FOC the R[St
2 MONWNS OF OperThONS, MEIC NOpeS Of e
peafHt USINg TMKC O help limit eir student (loan
debt |s 10CkiNg very promising- At tnen end ok
AN G 108 JAONRr{Bof? A AR s
SUrplyss wv\\cv%},ﬁg\mr L Ond PG G total oL €900
A0SINGg bank aance. Gt fine end of fne Arst .3
nONNs OF $135% 10 be auaianie 10 caer
\ Ocair(r\\wexsig COStS and Pay OFF /limit NEIC sfudent
Aevt. AWniNa and Pita do, lnowever, need 10
unoesiond ok TKMC'S casih buager 1S only
eshinorNg Montnly_kete Sales, kbecouse e Arst
fow MONKNS MOY MOk NECESSanly e as Successiu
as planned due 0 peapie NGk kowWiNGg AbOUt
TYMC erc. | do belieue, nouweder, tnat the
eSS Gre. CLUIFe rRONGHC, Wiin anly 20 ke
QUES N e ISt Mot 55 in e Second andh
gowng 10 20 iN Hne 3 - 90 they hove
OUOUGIY 10ken INtO OCCOUNt tese koS /
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The following Planning Template is provided for you to use to develop ideas for your report.

Recommendation: AW O and AFa Should set up a
MADIE ~Frencaily WeNSIFE. +O exranal
HRIC VLUSINESS - TKIC.

Financial considerations Non-financial considerations
Fived COStS will Increase  |kefe are increasingly
g due tO WeltSHe. expense PORUIOC Wt DORA 40UiSHS

$30/montn =$360 /yedr anc 10cQls
Fixed aosts = &It 7100 /year

COsH LE exvpenenced StTOFF gould
UOK\’TOV\O\Q‘ COSTQ lﬂ(ﬁl% eggﬁg oSS ON KVW\QQQQ/
1O 4O +$5 bg_)gs%e\\ Y m\ﬂir\g .

+ increosed es \F Shed S#OFOgQ ﬂ’}@t/) AvVIR

vore. SIOEE are neecieol iy Out
/ More SHORE MOy e eedea

MO i
e %evgam@r ore [OCOBON . acCeSS +0 Al
“ SpOce: ( or fee o
GO St 3 Mo, +Q9regmer\ U
\€ Jr\C/a\e Ext Year o)
Olowg Mg wena

TEMC W e very profiiove .
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| recommenda tnatr AnWning ona PHQ Should €xpanal TKMC @ ‘

by Setting up a mobile-fendly weosite enaiing
custoMers +0 grder and pay ankne.. if TKMC IS
N POYING - _
SUCCESSHUL M Oft"their Student loan debt after Hne
Arsk year oF university - TS IS O strategiC business
deCiSion ot Will Zegeirg tie business in the fUKIe,

H 1S important ok Aullnina and Pi+ OOy
.4 15 igOriant ok Adnion, ardl 00,000

ot GNONCIOL NG NON-ANANCIOU KIS FDAUSH Y
INFOrM HNQIC ARCISION -NMOLE NG - TeERRaNZY el
iwmmb@u%&goﬁ%ﬂfﬁ(ﬂﬂgﬂ\ and (lrargion
NGOk N HAG IN@MWINTY 0F doeiSiOn - MaKing
aGs NON-ENANCAL INEOMAQION INCOMAS (AS 0N Wn95

SUdin. QS CONSUMAr pEferences, (0couion, Skils edc.
(popricuTty O O proclud)

More answer space is available on the next page
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War Wil afeect 1ne aukcome oF Hhe deasion in a
NoN-6inancial manner: Financial nrForman0n is alse
very important 4 conSidey as it gives INAICGHONS Us o
eHAE Hhe business will bR alle o sustain e IMpaiGrs of-
+nQ ALASION.

Tere are NUMErous (BAaONS {nak | G AWNINCl
and G OXpand LGy BUSINess TKRMC ¥ i 1S
QUCLRSSAUL 1N Poytng oce thair sfudont 10oNS W0 W

GrSt yeOr OF uNVErGly - TNe Aret reaton 1« e
inCreqse in Sales #nod wilt (onve ol due 10 e

oile-cnend k«_ﬂleoSH»e ala~Ng cusdonect 4o bbuy o . ‘

Since the kete are becoming iNCreacingly  popuiar
Wit HOUNiSES andl 0CalS, (Hnere (& wgRinCredsing
BeMaNa\ €Or 0 kete - Cay baskets) tha website

will MAKe i €OSIQr G MOre congenent (™ Peope J:[

A0 CWe NtevSied in kere toprdhae.
ANG GNGL PO WL N@ed, 40 0% N0 ALCOUd
NCrEadNg S Hrok U CMe albbout Wit i -
\ee ovpONSION 0F TKMC ) uk L donk AUATALER AU

drould fum #em auay fom making e
deCislioNn © QW)O&(\O\/; |\l eND | ,‘/_\W\,g g
_Fived CoSES Wil incredse o $(\1100 pef yr

AUl {0 2 WebSiHe fypense &0/mont - $260

(O 'TYgﬂ:\fQO\ |
ver year K125 THine), and Lonable CostS it

Will nerease by £ for post bags, and i SO
OGe. Nired , an INCrease IN 1,x0ges ot Q0 per ket

A SSESS}
ON

WwoUld Make vaciobte costs $90- i woul o\

OO/ IOV

o
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ALY Extra space if required.
Write the question number(s) if applicable.
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D |make e breakeven 585 kete aIeS, nowever
S S Sl 16SS Hnhan tne pProjected Sales of
|72y kete baskets @1y 000 profil) ondl TkmC
|uWodid SHIT have G PosiHUe mangin af\cof:@y
of B139humpec O¢ ered) |
Based on He budgetea coshflon fOr Decempen
i€ TKMC ONINUeA O tnat SGme. Selling rnadR
©Or e Biret Year, rotQrs would bl $5460
anNA. POYNMeNIS  Laod be L4510 (o venicie
. S Gy .
| toan repayrent (Paid ofF) yincrecise. in vorjope
@sts) WNICh SHIL 1e0VRSIG CasH SAPIUS of
$8A0 - withouk even accounting F e 1
| narecte N qales hnatk will e cbout |
e 1o tre MObile - fendly websike |
| eNcby QASTONM(S 40 PUChOSe. kete
RHaving facored N a 507 increase in 4
AMDLr of SIOEE, W increased fived
JCOSES  emel e 0 WRNSHE Lxpenge.s,
AND inCreased Lot CoSts duae 1o
 |POSE bag< of §9, | con St recomivend
ar Ao Gnd Pron drodd. expandk
freir businass(TimQ) by g up e
| mobr(e fmendly wabeHe. TS IS becand
e ANONCIOA CONSIGraoNe, Wil be far
CUtRegeOl oy HAQ (meresse nON Grontow
CONR\AAMBHONS - KeRPIVg LP L\
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Extra space if required.
Wirite the question number(s) if applicable.

Aivertra futlor oferloh - all winich
A comgmwuw 10 mww@d‘
L for TUNC.

Go for /&w\)w\ﬂ oo P O //
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Merit exemplar 2016

Subject: | ACCOUNTING Standard: | 91408 Total score: | 15
Q SIELE Annotation
score
The defined relevant range and explained a factor that limited relevant range
. 6 All three calculations were correct.
Margin of safety was explained and linked to the limiting of the student loan.
Some aspects of a production budget purpose was applied.
5 5 12 correct entries in the cash budget.
A specific example given to limiting the student loan debt.
3 4 A recommendation was made in context.
Two examples were given to show an understanding of financial information.
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