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FREE SAMPLE: THE FIRST 3 QUESTIONS
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ANSWER THE QUESTION
22 marks in all

Answer ALL parts. Show all working and write explanations in full sentences, using accounting terms
correctly and referring to the figures and the context given. Round money to the nearest dollar unless
told otherwise.

Formula sheet
Contribution margin per unit = selling price per unit − variable cost per unit. Break-even units = total fixed costs
÷ contribution margin per unit; break-even sales revenue = break-even units × selling price. Units for a target
profit = (fixed costs + target profit) ÷ contribution margin per unit. Profit = contribution margin − fixed costs.
Margin of safety = expected units − break-even units; margin of safety % = margin of safety ÷ expected units ×
100. Closing cash = opening cash + total receipts − total payments (depreciation is not a cash payment).

Question One (22 marks)

(a) Noa is a self-employed wedding photographer. Noa must choose one of two options for the
year ending 31 March 2027. The first six months are the winter months ending 30 September 2026.

Option 1: add video to the wedding photography package. Noa expects to sell 12 weddings
over the six winter months at $1 400 each. Variable costs are $550 per wedding. Insurance for
the six months is $700, and other fixed costs paid in cash (studio and software) are $600 per
month. Noa will buy camera and video gear costing $9 500 on 1 April 2026, paid for with a $7
000 loan from family and the rest from cash.

Option 2: do contract work for a local photographer. The contract would pay $3 800 a month,
and Noa expects contract expenses of $850 a month.

On 1 April 2026 the business has $4 500 in the bank, whichever option is chosen.

Complete the comparative cash budget for the six winter months ending 30 September 2026.
Items already entered are shown; calculate the others.
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Noa’s comparative cash budget ($)

Six months ending 30 September 2026 Option 1 Option 2

Opening cash 1 April 2026 4 500 4 500

Estimated receipts

Customers (weddings) –

Loan from family 7 000 –

Contract income –

Total estimated receipts

Estimated payments

Variable costs –

Insurance 700 –

Other fixed costs paid in cash –

Equipment 9 500 –

Contract expenses –

Total estimated payments

Surplus (deficit) of cash

Closing cash 30 September 2026

[5 marks]

(b) Over the following six summer months ending 31 March 2027, Noa expects to sell 9 weddings
under Option 1 at the same price and variable cost. Insurance ($700) and the other fixed cash
costs ($600 a month) continue, and the $7 000 loan must be repaid in full.

Explain, using relevant figures, why it is important for Noa to prepare a cash budget for the
summer months before choosing Option 1.

[3 marks]

(c) Noa expects to sell 21 weddings in the year ending 31 March 2027 under Option 1 (12 in the
winter and 9 in the summer). For the year, insurance is $1 400 and other fixed cash costs are $7
200. The equipment costing $9 500 will be depreciated over 5 years using the straight-line method
with no residual value. Each wedding sells for $1 400 with variable costs of $550.

Calculate the break-even number of weddings and the break-even sales revenue for the year.
Round the number of weddings up to a whole number.

[3 marks]
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WORKED SOLUTIONS
Answers & worked solutions

ANSWER THE QUESTION

Question 1 (22 marks) [Choosing between two options]

(a) Noa is a self-employed wedding photographer. Noa must choose one of two options for the year
ending 31 March 2027. The first six months are the winter months ending 30 September 2026. Option 1:
add video to the wedding photography package. Noa expects to sell 12 weddings over the six winter
months at $1 400 each. Variable costs are $550 per wedding. Insurance for the six months is $700, and
other fixed costs paid in cash (studio and software) are $600 per month. Noa will buy camera and video
gear costing $9 500 on 1 April 2026, paid for with a $7 000 loan from family and the rest from cash.
Option 2: do contract work for a local photographer. The contract would pay $3 800 a month, and Noa
expects contract expenses of $850 a month. On 1 April 2026 the business has $4 500 in the bank,
whichever option is chosen. Complete the comparative cash budget for the six winter months ending 30
September 2026. Items already entered are shown; calculate the others.

(a) Answer: Surplus (deficit): Option 1 $3 400, Option 2 $17 700; closing cash: Option 1 $7
900, Option 2 $22 200

• Evidence level: Achieved (calculates each receipt and payment from the information given).

• Option 1 receipts: customers 12 × $1 400 = $16 800; plus the loan $7 000 gives total receipts $23
800.

• Option 1 payments: variable costs 12 × $550 = $6 600; insurance $700; other fixed costs 6 × $600 =
$3 600; equipment $9 500; total payments $20 400.

• Option 1 surplus (deficit) = $23 800 − $20 400 = $3 400, so closing cash = $4 500 + $3 400 = $7
900.

• Option 2: contract income 6 × $3 800 = $22 800; contract expenses 6 × $850 = $5 100; surplus =
$17 700, so closing cash = $22 200.

KEY TAKEAWAY
A cash budget uses only cash that actually moves: receipts include loans, payments include
equipment, and neither includes depreciation.

(b) Over the following six summer months ending 31 March 2027, Noa expects to sell 9 weddings under
Option 1 at the same price and variable cost. Insurance ($700) and the other fixed cash costs ($600 a
month) continue, and the $7 000 loan must be repaid in full. Explain, using relevant figures, why it is
important for Noa to prepare a cash budget for the summer months before choosing Option 1.

(b) Answer: Closing cash 31 March 2027 under Option 1 is $4 250
• Evidence level: Merit (explains the purpose of the budget using the cash figures).

• Cash at 1 October 2026 = closing cash from part (a) = $7 900.

• Summer receipts 9 × $1 400 = $12 600; summer payments = variable costs $4 950 + insurance $700
+ fixed costs $3 600 + loan repayment $7 000 = $16 250.

• Summer surplus (deficit) = −$3 650, so closing cash = $7 900 − $3 650 = $4 250.

• Achievement: A cash budget forecasts the cash the business will have; it shows whether Noa will
have enough cash to pay bills when they fall due.

• Merit: Cash on 1 October 2026 under Option 1 is $7 900. In the summer months receipts are $12
600 and payments (including the loan repayment) are $16 250, giving a deficit of $3 650.

• Excellence: Closing cash on 31 March 2027 is forecast at $4 250. This is positive, so the budget
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LIKED THIS SAMPLE?

The full paper is the real thing.

THIS FREE SAMPLE

A short extract: the opening questions of Paper
1, then their worked answers. 2 pages in all.

THE FULL PAPER

One question with several parts on management
accounting to inform decision-making: a
comparative cash budget, break-even, a CVP
profit statement, margin of safety and a justified
recommendation, with worked solutions showing
Achieved, Merit and Excellence answers. 9
pages, with a worked solution for every question.

What you get with each paper

A complete, timed paper in the real exam layout, not just a taste of it.

A worked solution for every question: numbered steps, why each wrong option is wrong, and a key
takeaway.

20 different papers in this set. Every one uses new questions, so each extra paper is new practice,
not a repeat.

An A4 PDF emailed straight after payment, made for printing.

Get Paper 1 now
A$11.99 one-off, instant PDF download. Tap or click here.

Or see all 20 NCEA Level 3 Accounting 91408 Management papers:
testpapershub.com/collections/ncea-level-3-accounting-91408-management/

Getting the most from a practice paper

1 Print it and set the timer shown on the cover. Answer every question before looking at any
solution.

2 Mark it against the worked solutions and note the topics that cost you marks.

3 Retry the questions you missed a day later, then use the next paper to check the fix held.

Not sure which paper to start with, or have a question before you buy? Email support@testpapershub.com and a real person
will reply, normally within one business day. These are original practice papers, not official past papers, and are not affiliated
with any exam authority.
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