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Source material for Question 6 is on page 13 of the source booklet.
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6 (a) Prepare a Statement of Profit or Loss and Other Comprehensive Income for the
year ended 30 April 2017, in columnar format, showing:

+ marginal costing inventory valuation.

« absorption costing inventory valuation.
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(b) Explain to management:
(i) two advantages of valuing inventory using absorption costing
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(i) one disadvantage of valuing inventory using absorption costing.
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In April 2017, a potential customer is interested in buying the product, but is only
prepared to offer £30 per unit. .

(c) Evaluate the offer of £30 per unit and advise Hercules Baggage Limited whether
this offer should be accepted.
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(Total for Question 6 = 30 marks)




