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1 REQUIRED

 (a)* The Profit and Loss Account for the year ended 31 December 2014 (in accordance with the 
minimum required for publication).

  Show your workings for question 1(a) below. [21]

Working Box
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 (b) The directors of Andrew plc are considering the possibility of either a rights issue of ordinary 
shares or a bonus issue of ordinary shares. 

  Assess the relative merits of a rights issue and a bonus issue. [8]
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2 REQUIRED

 (a) Calculate each of the following. (Where appropriate, calculations should be shown to two 
decimal places.)

  (i) Earnings per share.

  (ii) Price earnings ratio.

  (iii) Dividend cover.

  (iv) Interest cover.

  (v) Return on capital employed.

  Show your workings for question 2(a) below.
 
Working Box
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  (i) Earnings per share.
 

 ...........................................................................................................................................

 ...........................................................................................................................................

 ...........................................................................................................................................

 ...........................................................................................................................................

 ...........................................................................................................................................

 ...........................................................................................................................................

 ...........................................................................................................................................

 ...................................................................................................................................... [3]

  (ii) Price earnings ratio.

 ...........................................................................................................................................

 ...........................................................................................................................................

 ...........................................................................................................................................

 ...........................................................................................................................................

 ...........................................................................................................................................

 ...........................................................................................................................................

 ...........................................................................................................................................

 ...................................................................................................................................... [3]

  (iii) Dividend cover.

 ...........................................................................................................................................

 ...........................................................................................................................................

 ...........................................................................................................................................

 ...........................................................................................................................................

 ...........................................................................................................................................

 ...........................................................................................................................................

 ...........................................................................................................................................

 ...................................................................................................................................... [3]
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  (iv) Interest cover.

 ...........................................................................................................................................

 ...........................................................................................................................................

 ...........................................................................................................................................

 ...........................................................................................................................................

 ...........................................................................................................................................

 ...........................................................................................................................................

 ...........................................................................................................................................

 ...................................................................................................................................... [3]

  (v) Return on capital employed.

 ...........................................................................................................................................

 ...........................................................................................................................................

 ...........................................................................................................................................

 ...........................................................................................................................................

 ...........................................................................................................................................

 ...........................................................................................................................................

 ...........................................................................................................................................

 ...................................................................................................................................... [3]
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 (b)* The directors of Ceri plc are considering increasing the long term loan from the bank by a 
further £700 000. 

  Discuss the implications of this proposal for the ordinary shareholders of Ceri plc. [12]
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Question 3 begins on page 14
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3 REQUIRED

 (a) The Schedule of Fixed Assets for the year ended 31 December 2014.

  Show your workings for question 3(a) below. [18]

Working Box
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 (b) In the next five years Lisvane Ltd expects to make a substantial investment in developing a 
new product. 

  Discuss how development costs should be treated in final accounts. 

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................
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 ...................................................................................................................................................

 ...................................................................................................................................................

 .............................................................................................................................................. [6]

END OF QUESTION PAPER
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