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QUESTION

Refer to Resource Booklet 91408 to answer all parts of the question.

(a) Calculate the contribution margin per water feature and annual break-even number of water
features for the factory sales to garden centres.

Factory sales contribution margin $

Annual break-even number of water features

(b) Explain, using relevant figures, the importance of the contribution margin in determining
break-even sales and profit for the factory sales to garden centres.
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(c) Current factory sales to garden centres generate an annual profit of $252 000 for Aqua Stone.
Calculate the annual profit that would be earned if the new retail store is not opened and factory
sales to garden centres decrease from 210 to 180 water features per month.

Annual profit from decreased sales to garden centres $

(d)  Explain the impact the lower profit could have on Aqua Stone and its employees if the new retail
store is not opened.

(e) Calculate the margin of safety percentage for the expected retail store sales over the first
six months.

Retail store margin of safety percentage %
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Complete the comparative cash budget for the first six months for either proceeding with the
retail store expansion or not proceeding with it. Factory sales are the sales to garden centres.
Some items have been entered for you. Do not write in the shaded boxes.

Aqua Stone

Comparative Cash Budget for the half year ended 30 September 2025

Proceed with the Do_ not proce?d
retail store with the retail
store
Estimated receipts
Factory sales
Retail store sales 216000
Total estimated receipts
Estimated payments
Variable expenses factory sales 432000 432000
Variable expenses retail store sales
Fixed costs (cash) factory 240000 240000
Fixed costs (cash) retail store
Retail outlet conversion 75000
Drawings 30000 30000
Total estimated payments 702000
Cash surplus (deficit)

Make a recommendation to Lily about whether she should go ahead with the retail store for
Aqua Stone or continue to operate the factory with a reduced level of sales to garden centres.
Consider the immediate and long-term impact of adding the retail store for Aqua Stone in your
recommendation.

Your answer should include:

detailed financial and non-financial information provided in this assessment and the

resource booklet

additional calculations and/or non-financial information necessary to support your

recommendation

a conclusion justifying your recommendation.

You may make any reasonable assumptions in the context of Aqua Stone.
Use the table on page 5 to provide additional calculations and plan your answer. This may be
used for marking purposes. Start your answer on page 6.
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PLANNING

Non-financial considerations

Financial considerations
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Extra space if required.
Write the question number(s) if applicable.

QUESTION
NUMBER

801716
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