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Example Candidate Responses — Paper 2

Introduction

The main aim of this booklet is to exemplify standards for those teaching Cambridge IGCSE/IGCSE (9-1) Accounting
0452 / 0985, and Cambridge O Level Accounting 7707 to show how different levels of candidates’ performance (high,
middle or low) relate to the subject’s curriculum and assessment objectives.

In this booklet, candidate responses have been chosen from March 2020 scripts to exemplify a range of answers.

For each question, the response is annotated with a clear explanation of where and why marks were awarded or
omitted. This is followed by examiner comments on how the answer could have been improved. In this way, it is
possible for you to understand what candidates have done to gain their marks and what they could do to improve their
answers. There is also a list of common mistakes candidates made in their answers, where relevant.

This document provides illustrative examples of candidate work with some examiner commentary. These help
teachers assess the standard required to achieve marks beyond the guidance of the mark scheme. Therefore, in
some circumstances, such as where exact answers are required, there will not be much comment.

The questions and mark schemes used here are available to download from the School Support Hub. These files are:

0452 March 2020 Question Paper 22

0452 March 2020 Paper 22 Mark Schemes

Past exam resources and other teaching and learning resources are available on the School Support Hub:

www.cambridgeinternational.org/support



http://www.cambridgeinternational.org/support

Example Candidate Responses — Paper 2

How to use this booklet

This booklet goes through the paper one question at a time, showing you the high-, middle- or low-level response for
each question. The candidate answers are set in a table. In the left-hand column are the candidate answers, and in
the right-hand column are the examiner comments.

Example Candidate Response — Question 1, high Examiner comments
Amara
Peily Cash Boolk
T .:I'ﬁtal. l .”Dahs Datails Total B f Traveal - Pestage and Ledger
received paid stationery accounts
! § $ s 8 a Petty cash is an incorrect
........ es.. ! .Tﬁ%?:&. CBadande (bid,) | . _ B narrative as this transaction
| ) . ol |- is being posted into the
-------- s Jmﬂ?‘ff--; %Wﬂ e s petty cash book. The correct
""" AIABNELS : narrative is ‘bank’ indicating the
7 W}yw B ok 13 corresponding credit entry for the
| fazven. ... 2z %5 double entry system.
2| e ok R0 \8 1% Mark for (a) = 9 out of 10
eltn Z7. | . fodtgpe....... I/ 1
) g7 67 . 35 85
71| Pane(ud) | &
200 2020 208
d B Bhomy 4 Belnilbd).. L e : \
R il e : : E Examiner comments are
------ : e : - K alongside the answers. These
N | e | i explain Where and Why marks
Answers are by real candidates in exam conditions. \ were awarded. This helps you ||
These show you the types of answers for each level. to interpret the standard of
Discuss and analyse the answers with your learners in Cambridge exams so you can
the classroom to improve their skills. help your learners to refine

\their exam technique. j

How the candidate could have improved their answer

* (a) This candidate could have used the correct narratives that indicated how the imprest amount had been
restored via the bank and the payments made to Amara by petty cash. The presentation of all ledger accounts and
cash books were very important.

* (d) This part required two single discrete answers. Multiple answers were given, including incorrect examples such
as a standing order, which should have been avoided. In this style of question, only the first two answers were
rewarded to avoid multiple guesses.

This section explains how the candidate could
have improved each answer. This helps you to
interpret the standard of Cambridge exams and
helps your learners to refine their exam technique.

Common mistakes candidates made in this question

* Inaccurate narratives were entered into the petty cash book.

* Incorrect restoration and balancing of the imprest levels of the petty cash system.

* Failure to deduct discount from sales returns figure based upon the list price of goods.
* Reversed debit and credit entries were used when preparing Amara’s account.

Often candidates were not awarded Lists the common mistakes candidates made
marks because they misread or in answering each question. This will help your
misinterpreted the questions. learners to avoid these mistakes and give them

the best chance of achieving the available marks.




Example Candidate Responses — Paper 2

Question 1

Example Candidate Response — high Examiner comments

1 Amara maintains a petty cash book using the imprest system. The imprast amount of $200 is
restored on the first day of each month. On 1 January 2020 Amara had a balance of $65 in her
petty cash.

All payments of less tham§T00)are made from petty cash. '
oni January 2020, Amara owed $85 to Razvan, a credit supplisr:
Amara provided the followirg information for January 2020.
_danuary %/  The petfty cash imprest was restored from the business bank account.

Purchased &tationery for cash, $24

Paid fravelling expenses, $49

Paid Razvan the amount culstanding on his account ) f"f

Purchased goods on credit from Razvan, $200 I;’:e_ss 10% t;‘ade dizcount

Paid taxi fare, $18

Returned goods to Razvan which had been purchased on 19 January, list price
340

BN 8 A& e

Paid postage, §11
REQUIRED
{a) PrepareAmara's peity cash book for the month of January 2020, on thé page opposite.

Balance the petty cash book and bring down the balance on 1 February 2020.




Example Candidate Responses — Paper 2

Example Candidate Response - high, continued Examiner comments
Amara
Petty Crash Book
[l | o Detals Ta T | Feemd | e || (@) Petty’ cash is an incorrect
— § s $ narrative as this transaction
- ‘Tw.tw%?i Padanse (ki) . is being posted into the
el 28| Duugoy. . L PLY coshy : | ' petty cash book. The correct
2 Shadenestys... zh L narrative is ‘bank’ indicating the
,,,,,,,,,,,,,,, N1 A RRALE..... 1 19 ' corresponding credit entry for
e _ zw;? o | B8 ) the double entry system.
i, o JAK S fA2SE. V7 % Mark for (a) = 9 out of 10
- z7 ff%i‘;gff’ lf 1
127 67 25 85
ga.| _Palng(ud) s
2o 2097 200
A3 eyt | Belneld)




Example Candidate Responses — Paper 2

Example Candidate Response — high, continued Examiner comments

Amara's supplier, Razvan, maintains a full set of accounting records,
REQUIRED
{b} Prepare ihe account of Amara as it wéuld appear in the ledger of Razvan.

Balance the account and bring down the balance on 1 February 2020.

Razvan
Amara account e
! . : —— The correct narrative is ‘petty
ngt;e_o_ Details ¥ %3{3 _ Details € $ cash’, indicating the
Traangd | . Doedhe /B B3, g W L adh 85 corresponding debit entry into the
] 3 double entry system.
4] ..5ehs A0 | Bl S0k ke | S0 Mark for (b) = 5 out of 6
oA Bk o 144
269 24S.
100 . . ’
Vot | . Bk WA e

)
On 2 February 2020 Amara paid the balance due te Razvan. She deducted cash discount of 2%.
REQUIRED

(c) Complete the following table by placing a tick {(v) in the-cdrrect column to show how Razvan
should record the cash discount. Where an account has no entry, tick ‘noeniry’.

_ debit credit — | . ha entry
Amara accourt : . v
Discount allowed account‘ \/ _ i L 7
Discount received acsount - v
(2 .
e : e The answer is correct.
Amara usually pays Razvan by cash.or cheque. : . Mark for (c) = 2 out of 2

REQUIRED

o Full marks are awarded as

{d} State two other methods which Amara could use to pay Razyan from her bank account. point one and the first answer in

LR XY 9. L1 T o | point two are correct.
b, Lﬁ\&&jh’ﬁ?mvjlﬁ {5 MJ\@ Wo - 12 Mark for (d) = 2 out of 2
: ' Total mark awarded =
£ ) :
) O . [ot=:201 1 18 out of 20

How the candidate could have improved their answer

» (a) This candidate should have used the correct narratives that indicated how the imprest amount had been

restored via the bank and the payments made to Amara by petty cash. The presentation of all ledger accounts and
cash books are very important.

« (d) This part required two single discrete answers. Multiple answers were given, including incorrect examples such
as a standing order, which should have been avoided. In this style of question, only the first two answers were
rewarded to avoid multiple guesses.
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Example Candidate Response — middle Examiner comments

1 Amara maintains a petty cash book using the imprest system. The imprest amount of \$200 iz
restored on the first day of eack monih. On 1 January 2020 Amara had a balance ofv$65 in har
petty cash.

Ali payments of less than $100 are made from petty cash.

On 1 January 2020, Amara owed 85 to Razvan, a credit supplier.

Amara provided the following information for January 2020.

January %7 The petty cash imprest was restored from the business bank account.

Purchased stationery for cash, $24

Paid travelling expenses, $49

FPaid Razvan the amourt outstanding on his accotnt

N Y R

‘ o W Purchased goods on credit from Razvan, $200 less 10% trade discount
Paid taxi fare, $18
Returned goods fo Razvan which had been purchased on 18 January, list price
$40
Paid postage, $11
REQUIRED

{a) Prepare Amara’s petly cash book for the month of January 2020, on the page opposite.

Balance the petty cash boolk and bring down the balance on 1 February 2020.°
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Example Candidate Response — middle, continued Examiner comments
Amara
. Peity Cash Book
Toal | Date Detaits Total Trawel Postagesnd ;  Ledger
received pald stationery ' accounts
E] - $ ¥ % ] 5
- e Aol Bk, Drevalt fenn
155 | Tow d0d8 S P : i o The candidate uses ‘purchased’
IIIIIIIIIIIIIIIIIII PR S 2 ~°‘%md bt | AL au yvhich is an incorrec_t narrative and
IIIIIIIIIIIIIIIIIII CENE g PR 4 " is onlly l_Jrshed for butylng g?.ods. for
R - ac ‘retse;e. e co["[ec narrative is
85, Somans_ Soses, o luet @ - stationery’ on its own.
................... 28 ounboin P 0 i,
21 3oandead . BoAALE  rosed thoue 3
To‘l Bk e | 61 35 33 i
éf" A BRd® Bolote.... aeufE Aok : \ e The correct figure is $13 for the
"""""" | | balance brought down.
l'| Mark for (a) = 8 out of 10

10



Example Candidate Responses — Paper 2

Example Candidate Response — middle, continued Examiner comments

Amara's supplier, Razvan, maintaihs a full set of accounting records.
REQUIRED
{h) Preparethe account of Amara as it would appear in the ladger of Razvan.

Balance the account and bring down the batancs on 1 February 2020,

Razvan
| Amaraaccount _ @ ‘Bank'is an incorrect narrative.
Pate | . Details | JDae ' Details $ | Amara is a customer of Razvan,
Sum o o
vee | Bolomte ol | 85 s Bassle e 2. and the balance brought down on

the account is $85. This is paid-off

T

A .67 o= 2 N . 'tfsﬁ by Amara using petty cash, which
14 Qehen O 10 S , vor tys e is the correct narrative.
2. Dom| B w e/ [ 1HO @ sales retumns are incorrectly
. o ab< . o RS recorded at the gross amount.
L648 N IS - The list price should be reduced
NS %&mﬁf i) | — by 10% as trade discount.

Mark for (b) = 4 out of 6

(8]
On 2 February 2020 Amara paid the balance due ta Razvan. She deducted cash discount of 2%.
REQUIRED

~
(6) Complete the fallowing table by placing a tick (v'yin the edtrect column to show how Razvan
should record the €ash discount. Where an account has no entry, tick ‘no eniry’,

_ debit credit no entry e The first tick is incorrectly
Amara account ) v _ shown as a debit. Discount
Discount aflowed secount — 0 N ' - allowed is incorrectly shown as a
Discount received account ] . N credit, resulting in no mark as both

j21 | discounts require correct answers.
. Mark for (c) = 0 out of 2
Amara ususlly pays Razvan by cash or cheque.
REQUIRED
{d} State two other mathods which Amara could use to.pay Raizvan from her bank account.
1. o oM _
2. Dbl Acons fex o
v _ | Total mark awarded =

[Tetal: 201 | 14 out of 20

Mark for (d) = 2 out of 2

How the candidate could have improved their answer

* (@) The narratives in all ledger accounts represent the exact location for corresponding entries in the accounting
system and accuracy is required for tracking and auditing purposes. Precise narratives were required to avoid
confusion, in this case, caused by the use of the term ‘purchased stationery’. ‘Purchased stationery’ was the
transaction, not the account name. The second error occurred when the cash book was balanced-off. The total of
the analysis columns (in this case $187) is a method known as cross-casting and aids the checking process,
which would have reduced the chance of this type of error.

» (b) This candidate was required to identify how trade discount was deducted from a list price before any sales or
sales returns were entered into the accounting system. The distinction between how trade and cash discounts are
treated is fundamental in avoiding an incorrect entry and balance in the customer account. Regular practice of
entering sales and purchase ledger transactions would have reduced this book-keeping error.

* (c) This question assessed the understanding of recording debits and credits into a sales ledger account and
recognising that ‘discount allowed’ was an expense, as the customer was allowed to reduce the amount that they
owed by 2%. Practice in producing ledger accounts and recording double entry transactions would have improved
the understanding required for this style of question.

1"
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Example Candidate Response — low Examiner comments

1 Amara maintains a petly cash book using the imprest system, The imprest amount of $200 is
restored on the first day of each month. On 1 January 2020 Amara had.a balarnce of $65 in her
petty cash.

All paymenis of less than $100 are made from petty cash.
On 1 January 2020, Amara owed $85 to Sazvan, a credit supplier.
Arnara providad the -following-informatio'h 1;or Januarynzzoé‘o. s
January 1 - Th& pefly cash imprest was restored from the business bank gecount.
3 Purchased stationery for cash, $24
7 Paid travelling expenses, 548
14 Paid Razvan the amount outstanding on his account
19 Purchased goods on eredit from Razvan, $200 less 10% trade discount .
22 Peid taxi fare, $18

28 Returnad goods to Razvan which had been purchased on 19 January, list price
$40

29 Faid postage, $11
REQUIRED
{a) Prepare Amara's petly cash book for the month of January 2020, on the page opposite.

Balance the petty cash book and bring down the balance on.1 February 2020:

12



Example Candidate Responses — Paper 2

Example Candidate Response - low, continued Examiner comments
Petly G Bk Q ‘Purchases’ is an incorrect
[ Toul Date Delails Total - Travel Pastags and w7 | narrative. It indicates the buying
received pald g - | CEmerew | o of goods for resale. The correct
o %-;é: ) ) narrative is ‘stationery’ on its own.
| S . B (omouat sefaned _
{|- ! 5| pand "‘“ﬁ 2y a4 e The candidate uses an
I o ' . incorrect narrative. The correct
s IPswdf-wg ,,,,,,,,,,,,, HLLAAAL v 49 9 - 4
W | Razven ) 20 ' g4 || accountname and narrative is
d Y 2 | I g taxi fare”
LHe NS 28 | b Fo. Rorvan ,
- 200D 0t posiase _ ¥ . I . e A return of goods does not
............................ - U IR7-E2E . 87 38 L involve a cash transaction and
Jm 3 Bolonce 53 ] is not, therefore, recorded in the
Ty 2o - | petty cash book.

, . e The candidate uses an

! 3 incorrect narrative. The correct

' ' ) h name of the account and narrative
is ‘postage’.

6 The candidate provides an
incorrect answer. One mark is
awarded for the final correct
answer only.

Mark for (a) = 6 out of 10

13




Example Candidate Responses — Paper 2

Example Candidate Response - low, continued

Amara's supplier, Razvan, maintains a full set of accounting records.

‘REQUIRED

{b) Prepare the account of Amara as it would appear in -1Ihe ledger of Razvan.
Balance the account and bring down the balance an 1 February 2620.

Razvan
Amara account

- Date

Date Details $ Da‘i:,-o Details $
)
E‘m?—s el e Wl el o | BS...
i e 4] . Sales jg0
....... 2. | Seloncecid,.. | 428 |
266 D45
o aaw . .
: e | GBI 235

6]
On 2 February 2020 Amara paid the balance due to Razvan. She deducted cash discount of 2%.
REQUIRED

{e) Complete the following table by placing & fick {+) in the correct column to show how Razvan
shauld record the cash discount. Where 'an account has no entry, tick o entry’.

; debit credit _’ﬁo entry
Amara account . ) e '
Discourt allowed-account | o ’ )
Discount received account T /

2]

Amara usually pays Razvan by cash or cheque.

REQUIRED

{d) State two othef methods which Amara could use to pay Razvan from her balnk account.
1 (oro it erém
... 9

:

(2]
[Total: 20]

Examiner comments

6 The transactions are reversed,
and bank narrative is incorrect.
The candidate does not record a
balance b/d at 1 January 2020. An
own figure for the balance b/d on
1 February is allowed as it could
arise on either the debit or credit
side of the account.

Mark for (b) = 2 out of 6

Mark for (c) = 2 out of 2

e The candidate’s answer
requires a second method of
payment from a bank account.
Mark for (d) = 1 out of 2

Total mark awarded =
11 out of 20

14
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How the candidate could have improved their answer

(a) This candidate needed to be more precise in the narratives entered into the petty cash book. Narratives
indicate the corresponding entry into a named ledger account in a double entry system and accuracy is important
for tracking and auditing purposes. This candidate stated the transaction rather than the account name.

(b) Answers indicated that the candidate had reversed debits and credits. More practice in entering transactions
into the sales and purchases ledgers, as well as entering payments, leads to a better overall understanding of the
accounting system.

(c) This question required two methods of making payments from a bank, excluding cheques. There were many
traditional methods which have been expanded by the use of electronic and internet banking facilities. These
methods were included in the mark scheme and they could have been considered in this context.

Common mistakes candidates made in this question

Inaccurate narratives were entered into the petty cash book.

Incorrect restoration and balancing of the imprest levels of the petty cash system.
Failure to deduct discount from sales returns figure based upon the list price of goods.
Reversed debit and credit entries were used when preparing Amara’s account.

15
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Question 2

Example Candidate Response — high Examiner comments

‘1}/ GHB Limited maintains a full set of accounting records and prepares monthly control accounis.

The following information was provided for November 2018.

Purchases ledger control account balance at 1 November ?

Totals for November:

Purchases journal v 14 200
Purchases returns journal 1160
Cash purchases > 5390
Commission receivable 2110
Cash discount received v~ 650
Cash discount allowed * 710
Cheques paid to trade payables v 11420
Sales ledger contras v 250
interest charged by trade payables v~ ’ a5
Cheque refunds from irade payables 330
Purchases ledger confrol account balance at 30 November 13195
REQUIRED

‘J/'a) Prepare the purchases ledger control account for GHE Limited for Novernber 2019,

Balance the account on 30 November 2019 and bring down the balance on 1 Decernber

2019. -
GHB Limited
Purchases ledger control account
Date Detafls $ Date Details 3
anlg. . 2019

A0 | Pusunboeissm

B8 | ERRERE. Shenad.,

0 The narratives for both entries
of ‘interest’ and ‘bank’ lack
o accuracy. The narratives indicate

. , the corresponding ledger account
B0 | SelisdaBeen (20, | 280 | i | BheednfBand) | BEG for tracking in the double entry
32 | Belammn Sl 13195 system. Specific terminology is
26675 24475 required and ‘Interest charged’
and ‘Refunds (Bank) are not
Dacd.. | Balamswaddd.. | 13145 accepted.

Mark for (a) = 7 out of 9

fe]

16
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Example Candidate Response - high, continued Examiner comments

A delivery vehicle was purchased by cheque during November 2019.
REQUIRED

b} State two reasens why the purchase of the delivery vehicle was not recorded in the purchases
“ ledger control account.

Mark for (b) = 2 out of 2

I/l]/(l) State the most appropriate method of depreciation for the new delivery vehicle,

\_/
Badamma M N [1] Mark for (c)(i) = 1 out of 1

Vﬁi) State three reasons for your answer fo {€) (i}

e This vehicle is new and
RSU T TR-CR e S :im u.,u&mﬂ FPpr TN,

therefore the impact of future
technological improvement

is not considered relevant for
determining initial depreciation.

e The aspect of wear and tear
needs to be expanded, with
emphasis on heavy initial usage
which results in extra depreciation
being charged in the earliest
years. This unequal use of the
vehicle subsequently leads to
lower depreciation being charged
in later years.

Mark for (c)(ii) =1 out of 3

17
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Example Candidate Response — high, continued

Examiner comments

The directors of GHB Limited are planning to finance a major expansion of the fleet of defivery
vehicles. $250000 will be required for this expansion. The directors are consideting whether to
issue additional erdinary shares or to obtain a tong-term bank loan.

REQUIRED
\‘},d) Advise the directors which of these fwo methads of finance is more appropriate.

Justify your answer with one advantage and one disadvantage of each option.

s S, e, e 9 S i T e, o

[Total: 20]

o The candidate makes a key
point here that ordinary shares
are permanent capital and do not
have to be repaid by the company.

e One mark is awarded for
stating that extra shares may lead
to the dilution of ownership.

e One mark is awarded for
pointing out that if a long-term
loan is opened this leads to
increased cost as interest is
charged.

0 The candidate makes a clear
recommendation to issue ordinary
shares based on earlier correct
comments regarding the issue of
shares and long-term loans in the
answer.

e No advantage is given for
opening the loan. Dilution of
ownership applies to the issue of
additional ordinary shares.

Mark for (d) = 4 out of 5

Total mark awarded =
15 out of 20

How the candidate could have improved their answer

* (a) The narratives used by this candidate in posting to the purchase ledger control account needed to be specific
to the corresponding ledger accounts used in the book-keeping system. The terminology is specific and does not
require development, as this leads to confusion when tracing errors or following an audit trail. The transaction was

a refund, but the account involved was the bank account.

» (c)(ii) This candidate should have considered more detailed reasons for selecting the reducing balance method of

depreciation.

» (d) The candidate should have given a clear advantage for opening a long-term loan. The question asked to justify
the answer by giving one advantage and one disadvantage for each option. Marks were allocated accordingly.
Candidates are advised to follow the structure suggested by the mark scheme.

18
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Example Candidate Response — middle Examiner comments

2 GHB Limited maintains a full set of accounting records and prepares monthly control accounts,

The following information was provided for November 2018.

$
Purchases ledger control account balance at 1 November ?
Totals for Novemnber:
Purchases journal 14200
Purchases refurns joumal : 1160
Cash purchases 5390
Commission receivable 2110
Cash discourt received . 850
Cash discount allowed . 710
Gheques paid fo frade payables: : 11420
Sales ledger contras 250
Interest charged by trade payables ' 95
Cheque refunds from irade payables. 330
Purchases ledger control zccount balance at 30 November 13195

REQUIRED

{a} Prepare the purchases ledger control account for GHBE Limited for November 2018, 0 The own figure mark is not

Ralance the account on 30 November 2019 and bring down the balanice on 1 December | awarded as the account includes

2019, a cash purchase known as an
GHB Limited extraneous item, which should
Purchases ledger cantrol account not be included in a ledger control
~ account and corrupts the balance
Date Details $ Date’ Details

accordingly.

Aot
AN Lracheas Mok UAQ. I}\iu:. Polsnts..nl

G dincamnt. | 650, | o New| Puschases. ... © A cash purchase is an

extraneous item and does not

BonRe LAY Cank appear in the purchase ledger
0 Sl 249 Inferal changed.... | 957 control account.
5 ) é?a#wd 220.. ' © The candidate uses an
/%QMCL P/q’ 13174 . incorrect narrative. The correct
: ive is ‘sales ledger’.
"800 P00k narrative is ‘sa
Raosn 31

t Do (Daloue.. pJI | 12195, @ The candidate uses an

incorrect narrative. The narrative
must refer to the specific account
such as interest or interest
payable.

9
? e ‘Refund’ does not refer to a
specific account; in this case, the
corresponding entry is from the
bank account.
Mark for (a) = 5 out of 9
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Example Candidate Responses — Paper 2

Example Candidate Response — middle, continued Examiner comments

A delivery vehicle was purchased by cheque during November 2018.
REQUIRED

{h) State two reasons why the purchase of the delivery vehicle was not recorded in the purchases
ledger control account.

1 Puschase.. &75 SM&AW .... a.r\bﬁ,‘..wcmdzcﬂ Andhe. puschaa.
ALl ar‘cmmﬁ—. .
.2 Pmmug q dﬂ'}‘mﬁ wu’ud;r i J&ﬂpwm @/__ _____________ Mark for (b) = 2 out of 2

{c} ([} State the most approprlate method of deprectatlon for the new deiwery vehrcle
W@fu@% ..... halsncs... n(\e.}mrﬂ B ' . 11 | Mark for (c)(i) =1 out of 1

(n) Siate three reasons for your answer o {e} ). I " ‘ G

Lt : The candidate’s answer does
1&&%% maa. The.. M"‘“m Jo. e 5‘@"““93! """" not represent a reason for using

R NN 712 3 b.... anara il @ ....... the reducing balance method.

2"‘&& ea.dqidkga 4%\51 dﬁpmuﬂ{m .. f‘hw b .. L‘%’k ﬂ The candidate needs to
Lalud net Ha..conf., . do. ik 1s.... nasas. a,quapWe.., ............... give a reason and explain why

AL ook...o_ped.. ol ia O depreciaton s charged on the e

book value rather than cost.

!

9 The candidate’s answer is
too vague, as any method of
calculating depreciation will
arrive at a possible resale value.
The answer should specify why
the reducing balance method is
chosen in part (c)(i).

Mark for (c)(ii) = 0 out of 3
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Example Candidate Responses — Paper 2

Example Candidate Response — middle, continued

Examiner comments

The directars of GHE_: Limited are planning io finance a major expansion of the fieet of delivery
}'ehJC]BSA $2560000 will be required for this expansion. The directors are considering whether to
issue additional ordinary shares or to obtain a long-term bank [oan.

REQUIRED
(d} Advise the directors which of these two methods of finance is more appropriate.,

Justify your answer with one advantage and one disadvantage of each option.

fs..... oS fuants...: %na\m\g}@m ..........

%arfm ...... —— leng.

........ : SO -
[Total: 20]

@ One mark is awarded for the
point that interest has to be paid
on a long-term loan.

@ One mark is awarded for the
point that shareholders are paid
a dividend, representing an extra
cost in return for issuing extra
shares.

m The candidate makes a clear
recommendation for a long-term
loan.

Mark for (d) = 3 out of 5

Total mark awarded =
11 out of 20

How the candidate could have improved their answer

* (a) This candidate had a clear understanding of debit and credit entries in the ledger account, but all postings
needed to refer to specific corresponding ledger accounts in the book-keeping system. The candidate did not

recognise that all transactions supplied in the question were not automatically required and some were extraneous

items. Candidates need to be selective at times and not assume that all transactions are relevant to the account

requested.

« (b)(ii) This question required specific reasons for applying the reducing balance method of depreciation. The
reasons given by the candidate were vague statements that lacked clarity and could have been applied to any

chosen method of depreciation.

* (d) The candidate’s answer identified only one disadvantage for each method. This candidate could have

developed the answer by supplying an advantage for each method.
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Example Candidate Response — low

2

GHB Uimited maintains a full set of accounting recards and prepares monthly control accounts.

. The foliowing information was provided for November 2019.

Purchases ledger control-aceount balance at 1 November

Totals far November:
Purchasesfeumal
Rurchases-returms-journal .

Cash purchases
Comrnission receivable
Gash-diseeutrirersived
Cash discount allowed -
“Cheques paid totrade payables-
Salesledgéreontras
tterest-charged-by-trade pavables .
Shequerefurds fronrirads payables

Purchases ledger control account balance at 30-November

REQUIRED

4260~

460

5390

2110

856

710

420-

250

- 25
380

13185

{a) Prepare the purchases ledger contral account for GHE Limited for Novermber 2016.

Balance the account on 30 November 2019 and bring down the balance on 1 Dacember

2018.
GHE Limited
Purchases ledger conirol account
Date Details - 3 Date ﬁetails 3
: . Now 4, | .8l bld.... 137D
Porchues Molaang | oo | oo | P uunehases Tl 14000
Jontnaad. . 1 ME0 Antedosk sharged| 95
{ash dlacpank
Sacienad 650
Bonk, 20,
s | B MAGEH.... | 250
0| g sefunds | 330
Bals...cld 12195
RFODT QFOPS

]

Examiner comments

a The candidate uses an
incorrect narrative. The correct
narrative is ‘interest’ or ‘interest
payable’.

e The candidate uses an
incorrect narrative. The entry is
posted to the wrong side of the
account. The correct narrative is
‘bank’.

e The candidate does not record
the credit balance brought down
on 1 December of $13195.

Mark for (a) = 6 out of 9
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Example Candidate Responses — Paper 2

Example Candidate Response - low, continued Examiner comments

A delivery vehicle was purchased by cheque during November 2019.

o The purchase ledger control

REQUIRED account only includes purchases
{b} State two reasons why the purchase of the defivery vehicle was not recorded in the purchases of goods for resale: Assets can be
ledger control account. purchased on credit, but they do

1. Pusthase J%{g{ﬂ wnbel account UitoSolt £4e0ll only not appear in this account.
e 4

................................ e A dellvery Veh|c|e can be
2. DE’M@V@UJ Whri@ B net. /&U/ﬂf\%( b esnalfhic. €@ | purchased on credit. The reason

it is not included is because it is

g ; . - 12] the recording of a non-current
(c] {l] State the most appropriate method of depreciation for the new dellvsry vehlc!e asset W_hiCh represents capital
A ... nasttied. s _G ) | oxbenditure and not goods for
: : ! D ' resale.
(i) State three reasons for your answer to (c) (s) ) Mark for (b) = 0 out of 2

zmwumma—hd ,,,,,,,,, agelies.... mdmce pyf‘a%ale,e © The candidate does not state

ok O Wil YWF overstabe . profit. aad. comstaakicipde | the correct method.
all- posaible  [oseR

g....@.%. ....... &W WWWQ’ pnaumle e Mark for (c)(i) = 0 out of 1

.................................. o As the answer to part (C)(l) is
3 IJ— %Hﬂfkﬂd’& am of Maf  en— Mm.j- incorrect, no marks are awarded

o 841 for part (c)(ii).
Mthe_rarkels over o) useFud | )
fn e market | (3! Mark for (c)(ii) = 0 out of 3
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Example Candidate Responses — Paper 2

Example Candidate Response - low, continued

Examiner comments

The directors of GHB Limited are planning fo finance & major expansion of the fleet of delivery
vehicles. $250000 will be required for this expansion. The Hirectors are considering whethér fo_
issue additional ordinary shares or to obtain a long-term-bank loan.
REQUIRED
(d) Advise the directors which.of these two methods of finance is more appro_priatle.

Justify your answer with one advantage and one disadvantage of each option.

Fnanee eximnhon will . Sncrgase npn - u,mml; ag2ens.

JIwulng mbhhaml pxdfnay y... Mmm ....... will... ncrense. .

¢ e

[Total: 20]

e Any addition to the shares
will carry voting rights and
any dividends payable to the
shareholders will have variable
dividends payable. Therefore,
both statements made here by the
candidate are incorrect.

9 Key point: long-term loan
incurs interest.

@ The candidate makes a
recommendation; however, this
needs to be supported by one
correct comment related to the
loan and the issuing of ordinary
shares. Therefore, the additional
decision mark is not awarded.
Mark for (d) = 1 out of 5

Total mark awarded =
7 out of 20

24




Example Candidate Responses — Paper 2

How the candidate could have improved their answer

(a) This candidate understood the correct side of the account for posting debit and credit entries. The narratives
should have been specific to what referred to corresponding accounts in the book-keeping system, such as
‘interest payable’ and ‘bank’. It was important to highlight the need to balance the account and bring it down to the
next accounting period, in this case, 1 December. This figure was used to check against the total of all purchase
ledger account balances and was the main reason for producing a purchase ledger control account.

(b) This question required an explanation as to why capital expenditure items were not included in a purchase
ledger control account. The purpose of why this account was produced needed to be understood which would
have helped develop an understanding of the components that were entered or not entered in the account. In this
context, the motor vehicle was not purchased as goods for the purpose of resale.

(c)(i)(ii) This answer had to distinguish and select an appropriate method of depreciation for a particular type of
non-current asset. There were well-established methods for calculating the most accurate amounts of depreciation
charged in the accounts for different types of assets. The candidate needed clear understanding of the differences
between straight-line and reducing balance methods in order to have produced accurate financial statements.

(d) The candidate lacked basic knowledge of each type of funding. Therefore, they were unable to provide
justification for the option selected. The statements made were incorrect and lacked structure in how to answer this
style of question.

Common mistakes candidates made in this question

Candidates often reversed control accounts entries.
Candidates included cash purchase transactions that did not appear in the purchase ledger control account.
Some candidates incorrectly entered the closing balance on the credit side of the account.

Some candidates gave unclear explanations for the reasons and advantages of applying the reducing balance
method of depreciation.

Many candidates did not clearly identify advantages and disadvantages for both ordinary shares and a long-term
bank loan.
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Question 3

Example Candidate Response — high Examiner comments

8 Tia and Sarna are partners in a trading business.
Their trial balance at 31 December 2019 was as follows:

Tia and Sama
Trial Balance at 31 Becermber 2019

debit credit

$ $
».Revenue 124000
~Inventory at 1 January 2019 5390 - -
»_Purchases 55440
Discount-aflowed 2400
+ Biscount received 1385
v2arriage outwards 5180
Irisurance 278200 - - G
General expenses 8100
Wages 9600
¢~ -Trade receivables 11590
Trade payables &051
K Bank 5138
Premises at cost 80000
Fumniture at cost 24000
Provision for depreciation on furniture 5600
Capital accounts k _
Tia 80000
Sama 40000
Current accounts
Tia © 2100
Samna 1600
Brawings
Tia 15000
Sarna 17000
260736 260736

Additional information '

joo omeer

L
u”  Inventory at 31 December 2019 was valued at $5165.
“2"  Depreciation on furniture is fo be charged at 20% per annhum using the straight-line method.,

3 The insurance includes a payment of $2160 for the 12 months from 1 July 2019 to 30 June
2020.

4 The partnership agreement provides for
interest on capital of 5% per annum
a salary to Tia of $6000 per annum
residual profits and [osses to be shared equally

26



Example Candidate Response - high, continued

Example Candidate Responses — Paper 2

Examiner comments

REQUIRED

{a) Prepare the income statement for Tia and Sarna for the year ended 31 December 2019.

Tia and Sarna

income Statement for the year ended 31 December 2019

........................... BaMANNE e

......... e DRSO L EOME DO

....... e NI A S B e e

.............. G A% BN ET R s
....... FoL RSOOSR e
.................. CANmng L. DUI0ONAD. ...

e INEANa DR TN20. 5 LRERERD )
fronl . Eo oo x Q.0

ARRREECTOROS. . R0 FOEDINEC

e STROLEY AL EXPENS QR e,

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

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

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

$ $
............... ENEYalot o]
-5, o T R
| mstwer |
EOBBO |
“EVETD DREES
................. SRS
15T 5

................ ERTE0
sreo @
BT o
LRARDOL
BIAQL | s
AGO0 | 2B BEOO
By 2l

................ @B,

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

0 The combined mark for
discounts allowed and carriage
outwards is not awarded as the
figure for discounts is missing.

e The profit figure is an own
figure mark, if it is correctly
deducted from the total income
figure.

Mark for (a) = 7 out of 8

8
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Example Candidate Responses — Paper 2

Example Candidate Response - high, continued

Examiner comments

{b) Prepare the appropristion account for Tia and Sarna for the year ended 31 Dacaémbisr 2012,

- Tia and Sarna
Appropriation Account

for the year ended 31 December 2019

§ 5 @
R AR b Y ~ TR ol 2§ SHPLL Y - SR U 220,
TAARIRSY LONLSQPRIEOL LS T R | LREOOL |
PPN PO < S3.¢ 0 S W T o (01 v) SO
O OO OO YO PR RSP ISPOUIOI a | aBean
PO RS SAANY . L TR | rverienn |__G0ah. .
.............................................................................................. 22200
ROETE L SMOYE. L 1i ALSR«] e .........
............................................................ SORDRL LI L] R0

N NN E LR R RN R RN RN N R RS ARLEAL AL RLEAE R R RTaEs

(4]

{e) Prepare the current account for Sarna for the year ended, 31 December 2019. Balanee the

account and bring dewn the balance on 1 January 2020.

Hia and Sama
Sarna current account

Date J. Details 3 Date Detalls $
2-19 5 =19,
BAR2L| e DEOARINGS.. | 12000 | 1T3an, | B0 khid. | 1600
2AREC| LB EIL. SRS u.!.m.e
A | INENESL 0N ORI 2000
Bl | BN S 2290
1000 000
20020
ASAN | LBalanilooid. | 2280 a
[4i

e The profit own figure is brought
forward from part (a).

o Interest on capital and partner’s
salary is correct.

e The profit share mark is
awarded as the own figure of
$22220 is correctly appropriated
on a 50:50 basis.

Mark for (b) = 4 out of 4

e Profit share is own figure
brought forward from part (b).

ﬂ Balance brought down is an
own figure brought down correctly
on the debit side.

Mark for (c) = 4 out of 4
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Example Candidate Responses — Paper 2

Example Candidate Response - high, continued

Examiner comments

Tia and Sarna are considering transfeming $7000 from ihe business bank acéount to an interest-
bearing deposit aceount,

REQUIRED

(d) Advise the pariners whether or not they should make this transfer. Justify your answer by
mroviding advantages and disadvantages.

SRS B A TO00.... L0 OV RSB M., T D OO S0K DOLIRGAbLE
hagt
CRBAR T G B TR R TR S S0 S0, ..m,rg,\tﬁm...n:emx.v..f.\.s_),e

PEERE L om b T SRR T P oo OO o= - WP e B vt o SR 0L SRS SR ST ONGE

SO IDG, L SR RSN L G N RN QAR SRS ARSI oS e

,..tm.,..f.ﬂ&.'hm..mﬁ‘ﬂlc’l.,,m.ﬁ...m..,C-.\fs‘;,'%fz‘:&i.b.f\.‘&,.lh..mﬂ...-.'famr.ﬁ(‘..g

PO T =, 83 - JOG S% o W 7, s = SO T o 08 D o T RS T W o SO 7 SN e T . W 5 R o e S

HNRE L S80S O0ELOADRE. DR . DO DNE.. 5 D ST RNk

ARDERIDG AR RO DL AN, S0 SRR D S 0 T A0

TR DD SONN A S DO TSR QNN E. LD o, Doy fAY

B0 IS AT AL R MG ARCY SO TRErSine. Aoy, 4
SHOOA aoE QRS wng . rran s ser,

[Total: 20]

. !

6 The candidate assumes that
when funds go in a deposit
account, the business will get
‘high returns’ and this would
enable the business to buy
expensive non-current assets.
This is not correct even if the
interest rates are exceedingly
high. It would only give some
small return that would help
reduce existing costs. No mark
was awarded.

@ Not being able to access
cash in the short term is a
clear disadvantage.

@ A second disadvantage is
that the business does not have
sufficient working capital. There
are no advantages identified
for either option. Therefore, the
recommendation made by the
candidate does not receive this
additional mark.

Mark for (d) = 2 out of 4

Total mark awarded =
17 out of 20

How the candidate could have improved their answer

* (a) The candidate should have ticked discounts allowed, which indicated that it needed to be treated in the

accounting statement.

* (d) The candidate should have provided a valid advantage point for one of the options they recommended.
If the candidate had written the owners would gain interest on the amount transferred, they would have
been awarded an extra mark. An interest-bearing deposit account would not give ‘high returns’.
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Example Candidate Response — middle Examiner comments
3 Tiaand 3arna are partners in a trading business.
Their trial balance at 31 December 2019 was as foliows:
Tia and Sarna
Trial Balance at 31 December 2019
debit credit
$ $
Revenuea - * 124000
Inventory at 1 January 2019 -- 5390
Purchases- 55440
Discount allowed * 2400
Discount received ) 1385
Carriage outwards - 6160
Insurance. « . 7920
General expenses 7 8100
Wages * 9600
Trade receivables 11580
Trade payables 6051
Bank - 8138
Premises at cost 20000
Fumiture at cost 24000
Provision for depreciation on furniture - 58600
Capital accounts
Tia 80000
Sama 40000
Current accounts
Tia : 2100
Sarna 1600
Drawings .
Tia 15000
Sarma 170006
260738 260736 .
Additional information o
1 Inventory at 31 December 2019 was valued at $5185. !
2 Depreciation on furniture is 1o be charged at 20% per annum using the straight-line methad.
3 The insurance includes a payment of $2160 for the 12 months from 1 July 2019 to 30 June
2020. ) :
4 The partnership agreement provides for
interest on capital of 5% per annum
a salary to Tia of $6000 per annum
residual profits and losses to be shared equally
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Example Candidate Response — middle, continued Examiner comments

REQUIRED

Tia and Sarna

KWW?- ................. et eaeea! Lt

Gentiad.. expetda.n.

AMEGEA

o vi’rc) rmahahon/am*m
- VET. PROFIT

Income Statement for the year ended 31 Decetnber 2019

(a) Prepare the income statement for Tia and 8arna for the vear ended 31 December 2019.

$

0 Carriage outwards is an
expense and does not appear in
the trading account. This is an
unrelated item and means that the
gross profit is incorrect. Therefore,
no mark is awarded.

e The insurance calculation is
incorrect; the $1080 should be
deducted from the amount paid
during the year.

Mark for (a) = 4 out of 8

[8]
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Example Candidate Responses — Paper 2

Example Candidate Response — middle, continued

Examiner comments

(b} Prepare the appropriation account for Tia and Sama for the year ended 31 December 2019.

Tia and Sarna

Appropriation Account for the year ended 31 December 2019

ese FI 0 ot e

Ak Interat on lapilal | Ta
e Sauna,
fotrer's salory — Tia. .
Bl Shere  — Tie

. —  Sarma

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

{¢) Prepare the current account far Sarna for the year ended 31 December 201%.-Balance the

account and bring down the balance on 1 January 2020,
" b ‘

Tia and Sarna

$

QLo .
Ze00 |

gooo |
(00| oo
................ 25585
e P N
12798 |

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

Sarna current-account L

Di}ls Diedalls § zgag; 1 Details . 3
Pers)| Dmawings | 170%0 | Gz | dgited. @ | uoee
A s Lo | Inderet ondapilad| geo0.
Badpsee A |2AR90) fedik shase | 12992
54390 1790
Jon!. 4 13m0

“1

[4]

e The profit is an error carried
forward.

e The profit share is a correct
calculation on 50:50 basis.
However, due to an error carried
forward, the result is not correct.
Mark for (b) = 4 out of 4

e Capital account balances
are not entered into the current
account. The impact is that the
balance brought down on the
account is not correct.

Mark for (c) = 3 out of 4
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Example Candidate Responses — Paper 2

Example Candidate Response — middle, continued Examiner comments

Tia and Sarna are considering fransfaming $7000 from the business bank account to an interest-
hearing deposit account.

REQLIRED

{d} Advise the pariners whether or not they should make this transfer. Justify vour answer by
providing advantages and disadvantages.

e The candidate’s statement
is incorrect, as it may not be
possible to withdraw cash.

0 This is also an incorrect
statement as the investment
account pays interest. To gain
a recommendation mark, the
candidate must provide a correct
advantage and disadvantage, yet
neither are made.

Mark for (d) = 0 out of 4

Total mark awarded =

tal: 20
[ola 2011 44 out of 20

How the candidate could have improved their answer

» (a) It was important that items were identified correctly in terms of where they were included within the trading or
expenses section of the income statement. Carriage outwards was an expense and did not appear in the trading
section. Carriage inwards did appear in the trading section but was not included in this question. The insurance
calculation was also incorrect.

* (c) The candidate should not have included the capital account balance. Partnership current accounts were
maintained to record regular transactions from the appropriation account and drawings. It was essential to separate
fixed capitals from current accounts and vice versa.

* (d) The candidate should have followed the specific instructions to answer this question; discuss two advantages
and two disadvantages of depositing funds into an interest-bearing account. The candidate also misread the
question and answered from the perspective of borrowing a loan with resources readily available. It was important
to identify the direction that funds were moving in and this would have determined whether interest was paid or
received.
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Example Candidate Response — low

Examiner comments

3  Tis and Sama are partpers in a trading business.
Their trial balance at 31 December 2019 was as follows:

. Tia and Sarna
Trial Balance at 31 December 2019

debit credit
$ $
Revenue 124000
Inventary at 1 January 2019 5390
Purchases 55440
Discount allowed 2400
1 Discount received 1385
E Cartiage outwards 5160
£ Insurance F O30
g General expenses 8100
Eff Wages 2600
Trade receivables 11580
Trade payables 6051
Bank 8136
Premises at cost 90000
Furniture at cost 24000
€ Provisian far depreciation on furniture 5600
Capital accounts . e
Tia 80000
Sarna ' 40000
Current accounts
Tia 2100
Sarma 1600
Drawings
Tia 15000
Sama ’ v, 17000
260736

280736

Additional information
1 inventory at 31 December 20119 was valued at $5185.
2 Depreciation an furniture is to be charged at 20% per annum using the straight-line method.

3 The insurance includes a payment of $216_0. for the 12 months from 1 July 2018 fo 30 June
2020.

4  The partnership agreement provides for
interest on capital of 5% per annum
a salary to Tia of $6000 per anhum
residual profits and losses to be shared equally
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Example Candidate Response - low, continued Examiner comments

REQUIRED

{a} Prepare the income statement for Tia and Sarna for the year ended 31 December 2019,

Tia and Sarna
Income Statement for the year ended 31 December 2019

0 The candidate has not included
the narrative for gross profit.

9 Discounts allowed narrative
and figure are both missing.

e The candidate provides an
adjustment to insurance which
is an incorrect calculation. It is
also being added and treated as
an accrual when it is actually a
prepayment.

o The calculation of depreciation
is incorrect, as the candidate uses
the reducing balance method. A
further error is made by adding
their adjustment onto the net book

gy | Value of the furniture.

Mark for (a) = 4 out of 8

¥
&%-%Wﬁw@ b o045
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Example Candidate Responses — Paper 2

Example Candidate Response - low, continued

{b) Prepare the appropriation account for Tia and Sama for the year ended 31 Dacomber 2019,

Tig and Sarna

Apprepriation Account far the year ended 31 December 2019

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

Tl Doy T ()

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

{4

{e) Prepare the current account for Sama for the yéar ended 31 Decamber 2019, Balance the

account and:bring down the balance on 1 January 2020.

Tiaand Sama
Sama current account
/Ejﬂe Petails $ 8?;e i Details 3
s | Dig.... e | 2t | fume % | e
b s i | o | fo. ©
0 W A N Y T
B Yy S .
[ 244 . |
| Jod | Saboe Yy | 0§D

[4]

Examiner comments

6 Interest is calculated correctly,
but the total of $8000 is an
incorrect amount deducted from
profit.

G Interest on drawings is not part
of this partnership agreement and
does not appear in this statement.
A further error is made as the
amounts used are the actual
drawings by the partners. This
error affects the mark for the
resulting loss as they are current
account transactions.

G Tia’s salary is added instead
of being deducted. The relevant
name of the partner should also
be identified alongside the salary
narrative.

@ Final calculation of loss is
incorrect due to the inclusion of
actual drawings highlighted in
note 6.

Mark for (b) = 1 out of 4

e Tia’s salary should not appear
in Sarna’s current account and,
therefore, it contaminates the own
figure balance brought down on 1
January.

@ The loss is an own figure mark
calculated in part (b). Sarna’s
share of the loss is $6715
meaning an incorrect figure is
brought forward.

m No mark is given for the
balance brought down due to the
extraneous item of Tia’s salary
being included incorrectly in
Sarna’s current account.

Mark for (c) = 2 out of 4
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Example Candidate Responses — Paper 2

Example Candidate Response - low, continued Examiner comments

Tia and Sama are considering transferring $7000 from the business bank account fo-an inferest-
bearing deposit account. :

REQUIRED

(d} Advise the pariners whather or not they should make ihis transfer, Jusiify your answer by

providing advantages and disadvantages. @ The candidate does not identify

advantages or disadvantages.
Mark for (d) = 0 out of 4

Total mark awarded =
............... 7 out of 20

[Totak: 207

How the candidate could have improved their answer

The marks for any items recorded in financial statements required figures to be accompanied by a suitable
narrative. Expenses and revenues required adjustments such as accruals and prepayments, as well as calculations
of the amounts charged for depreciation. This candidate had some knowledge of the techniques required but mixed
them up, which demonstrated a lack of practice in applying them consistently.

The entries into the appropriation account and current accounts were linked and followed double entry rules. A
systematic approach was required in practice that covered a total approach to completing the income statement,
followed by the appropriation account and the final transfers to all current accounts. This approach provided a
firm grounding for producing partnership accounts and could have avoided the combined errors produced in the
answers to parts (a), (b) and (c) of this question.

(d) This part required the candidate to have some knowledge of how to deal with a business which has excess
funds available and to ensure that some returns are earned until cash is required for normal business use. This
use of excess funds, or the need to secure extra working capital, is a common business scenario. Basic knowledge
of the advantages and disadvantages of opening loans and deposit accounts was needed for effective cashflow
management. For example, ‘Was treasury management a little dated’? ‘Could it have been replaced with cash flow
management’?

Common mistakes candidates made in this question

Candidates often gave incorrect calculations of adjustments to expense items such as insurance and depreciation
in the income statement.

Some candidates included extraneous items such as interest on drawings in the appropriation account. This
usually appears in the appropriation account but was not asked for in this question.

Candidates often posted the opening balance incorrectly, the closing balance not brought down to 1 January and
incorrect items such as salary for Tia were included in the current account of Sarna.

Many candidates’ answers offered one or two advantages, or disadvantages, and did not offer a balanced answer
that enabled a sound recommendation to be made. Candidates needed to balance advantages and disadvantages
associated with the option of transferring funds to a deposit account.
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Example Candidate Responses — Paper 2

Question 4

Example Candidate Response — high Examiner comments

4  Arfunisa so[e trader.

Adjun prepared a trial balance on 31 January 2020, The totals of the dehit and credit 51des dlffered.
This difference was placed in a suspense account, -

——

Arjun later discovered the fellowing errors.

1" The total of the discount received column in the cash book for January, $135 had been
credited to the commission receivable account.

L2~ $200 received from the sale of fittings (net bock value $150) had heen mrrectty debited but
had been credited to the f|xture5 and fittings account.
!

L,S‘/ Cash drawings, $40, had been correctly debited but had been credited to the purchases
account.

v4"  The total of the analysis column for cleaning in the péﬂy c¢ash book, $73, had been transferrad
to both the cleaning account and the ofﬁce expenses account. -

r 5  The purchase of equipment, $575, had been cred[ted to the equipment repairs account The
hank account had been comectly credited. T

8 MNo enfries had been made for a cheque payment for ofﬁc:e expenses, $80.

7 Acheque, $69, paid to Simone had been posted to the account of Simon.
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Example Candidate Responses — Paper 2

Example Candidate Response - high, continued Examiner comments

REQUIRED

{a) Prepare journal enfries to correct errors 1, 2 and 3,

Narratives are required.

Arjun
Journal L

\Errar Petails - . Debit | brédit
fAumber . o -5 $

1) _C@'mm{fhn eorevgble
Y Diveputt reeitved

Coelg Coweolly.. xecurding

0 A narrative mark is awarded if
it clearly indicates that an ‘error’ is
being ‘corrected’. In this case, the
key word ‘error’ is missing.

5 | e key word erroris mis
Plsparal A0, | ... 299 .

( being corceoting tie_ebeor
—t [}
of Fxfvio %ﬁﬂ{ﬁ_,}_

@ dboeonr veitved)

DL Porchaeer Afe  dr i | e
Loy canecig e
exror o f Procharedig))

]
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Example Candidate Responses — Paper 2

Example Candidate Response - high, continued

Examiner comments

Jand

Details

kalbld @
odfice expenies

Arjun
Suspense accournt

$ Dats Details §
Mo\l
B | | Ofe expauel 0

L EGipment..... 535

ﬁﬁfvlpnﬂeﬂf‘f’é’ﬂr Y=

e D 20 .

1 | .

The first one has been completed as dn example.

Ignore depreciation of noh-current assets. '

- Ermor number Increases Decreases No effect
capital capital on capital
3 v
4 ;/’
5 [ Q )
8 [P )
7 ’ g

{h) Prepare the suspense account. Include the original difference on the frial balance, as a
kralancing figura.

14]

(¢} Complete the following table by placing a tick (v} in the correet column to indicate how sach
of the errors would affect Arjun's capital. -

M

e Balance brought down is an
incorrect narrative. The figure
of $1077 arises only after a
trial balance is produced and a
difference arises, therefore, it
cannot be brought down from a
previous accounting period. The
correct words for this narrative are
‘difference on trial balance’.
Mark for (b) = 3 out of 4

e Error five is the incorrect
posting of a non-current asset to
the equipment repairs account. As
equipment is acquired the capital
is increased. This is illustrated by
applying the accounting equation:
Assets — Liabilities = Capital
Mark for (c) = 3 out of 4
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Example Candidate Responses — Paper 2

Example Candidate Response - high, continued Examiner comments
{d} State three advantages to Arjun of operating as a solé frader: : .o o AnSW?rS On_e ar_'ld tYVO make the
L e b & 0w bess. _ ' same point. Arjun is his own boss

.......................................... and as a sole trader he can make
his own decisions with no need to

consult anyone else. One mark is
CQP‘ mmm Ow n dem U‘@m nu ..... One ...... el—o .............. awarded for a Sing]e point_
P.I.Ofm;:-.....-.-....;:.-..-...- ............... Mark for (d) = 2 OUt Of 3

Total mark awarded =
16 out of 20

[Total: 20]

How the candidate could have improved their answer

* (a) There was a need to be precise when describing the reason (the narrative) for making entries into the journal
as they formed the basis of the audit trail when accounts were checked for validity and accuracy.

» (b) Any differences that arose upon the production of the trial balance were transferred to a suspense account.
Again, it is essential that precise narratives are used to record for audit purposes where the difference has been
discovered from within the accounting system. The candidate should have used ‘difference on trial balance’ as the
narrative.

* (c) The application of the accounting equation helped to guide where errors were made and the numerical impact
of the movement upon assets, liabilities both short-term and long-term could then be determined.

« (d) Making own decisions was an extension of being his own boss rather than a separate advantage. The financial
reporting requirements were less complicated and did not have to be published; this could have been considered
as the third advantage point.
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Example Candidate Responses — Paper 2

Example Candidate Response — middle Examiner comments

4 Adunis a sole trader.

Arjun prepared a trial balance on 31 January 2020, The totals of the debit and credit sides differed.
This difference was placed in & suspense account.

Arjun Jater discoverad the following errors.

1 The total of the discount received column in the cash book for January, %136, had been
cretiited fo the commlsswon recewable account

2+ $200 received-irom the sale of fi tt|ngs (net book value $150) hatt been correcily deb|ted hut
had been credited o the fixtures and fittings account.

'- 5 ~p%hmwm%£w?ﬁ-aﬁ—%ee—ﬁ*ﬁ‘?“%
3  Cash drawings, 340, had Been correcily deblted but Had been credited io the purchased '+

. } .
acct)unt 1 - ' .

4 The total of the analysis column-for cleaning in the petiy cash baok, $73, had been transferiad
fo hoth the cleanmg acoount and the office expenaes account.

5 The purchase of equlpmeni $575 had been credited to the eqmpment repairs account, The

bank account had been correctly credlted ) )

s -
6 No-entries had béen made ar a. cheque payment for office expenses 390,

7 Achague, $69, paid to Slmor‘le had been hosted to the account of Simen.

otk SrmonedR-
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Example Candidate Responses — Paper 2

Example Candidate Response — middle, continued Examiner comments

REQUIRED
{a) Prepare journal eniries to correct efrors 1, 2 and 3.
MNarratives are reqguired.

Arjun
Journal

Error Details ’ Debit Credit
number . $°- 3

?t o | L ahmigdon.. Ruscioble, . ot b 25 :
| tomminaits... Basairable. . o

OM"M ke &mv«%@&um 0 The credit entry is incorrect.
wm’a em{wj. i The key word is ‘disposal’ linked

to fixtures and fittings.

2r | B Eiatdunes wﬁwwy 200 © The narrative accompanying
0 the journals is incorrect, as there

o Eittings g ' ZQD is no reference made to the
o | Fittieg...besa gmsmzd? . correction of error relating to these
|- '3 : transactions.
S OO [ " e e e The candidate provides an
3 ') 4o incorrect narrative.
SO = 22, TR .2 S 40 @ The narrative accompanying
Dot Pors. bt i the journals is incorrect, as

no reference is made to the

o tdida... it @ N _ correction of error relating to these
(91 transactions.

Mark for (a) = 5 out of 9
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Example Candidate Responses — Paper 2

Example Candidate Response — middle, continued Examiner comments

(b) Prepare the suspense account. Include the original difference on the trial balance, as a
balancing figure.

Arfunt
Suspense acsount
Date Detalls $ | Date Details R © The candidate gives an
) &gfﬂ’) b2y , ; incorrect narrative as this is not

a balance brought down, but
the difference arising after the
production of the trial balance.
Mark for (b) = 2 out of 4

oot ||
: %WWT3 e

4

{c) Complete the followirg table by placing a tick (¥} in the correct column to |nd|cate how each
of the errors wolld afféct Arjun's. capital. i

The first one has been completed as an example.’- 4

Ignore depreciation of non-current assets. - . o
- Error humber Increases Decreases No efiect
) capital capital on capitat
3 v
4 ' _ S [l @ The candidate correctly
5 L Q : : _ identifies only error five.
6 : - 1 Mark for (c) = 1 out of 4
7 W '
[4]
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Example Candidate Responses — Paper 2

Example Candidate Response — middle, continued Examiner comments
(d} State three advantages to Arjun of cperating as a sofe trader. e Point one is a major
Ry . disadvantage of operating as a
S0l Sl ... sustinid. Nsdptin, D ... dsadvantage of operating

Mark for (d) = 2 out of 3

Total mark awarded =
10 out of 20

[Total: 200

How the candidate could have improved their answer

(a) The candidate should have used the correct narrative for error two and error three in the journal. They should
have referred to the correction of errors relating to these transactions.

(b) This type of question relied heavily upon the candidate’s knowledge of double entry book-keeping, and the
ability to write concise narratives was required. The wrong narratives were used and only two of the entries were
correct.

(c) The errors that would have caused a difference in the trial balance were either single entry, double entries
posted as both debits or credits, or entries of unequal amounts. Only errors four and five caused these differences
and the ability to identify appropriate transactions would have allowed the suspense account to be eliminated
effectively.

Each of the errors identified would have had an impact upon the profit of the business and once this had been
identified as an increase or decrease, then the effect upon capital was determined.

(d) The candidate should have given the third advantage. The first advantage given was actually a disadvantage
of operating as a sole trader.
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Example Candidate Responses — Paper 2

Example Candidate Response — low

4 Arjun is a sole trader.

Arjun prepared a trial balance on 31 January 2020. The fotals of the debit and cradit sndes differed.
This difference was placed i in a suspense account. Kl

Arjun later discovered the following errars. .

Vf The total of the discount received column m the cash book for January, $135 had been
- creditedio thercomrission receivable actbUlt. 371 £ X it L H

\4/$200 reoewed from*the sale of.fi ﬂlngs (net’ book wvalg 5150] had been’'correctly debited but
had been credited to the i xlu:es and T'ﬂmgs acccuni
TR T - LY S e b
@ Cash drawmgs $40 had heen ccrrectly debited but had been cred!ted to the purchases
i atoourt,’ . EORE AR "

L

\@ The total of ihé analysm column for cleaning in the petty scashs book $73‘ ‘héd been transferred
to both the cleaning account snd the office expenses account. ) \
Sy PR LA " e

w’{’S’_; The purchase of equipment, $5?5, had been cradited to the equipment repairs accolnt. Thé
" bank account had Been correctly credited.

No entries had been made for a cheque payment for office expenses, $90.°

i Acheque, $8%; paid to Simone had been posted to.the account of Simon.

Caydmuirg $4o

cask e
droanny dr
—b -
P F

Examiner comments
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Example Candidate Responses — Paper 2

Example Candidate Response - low, continued Examiner comments

REQUIRED

{a) Prepare journal enirfes fo comect errors 1, 2 and 3.

Narrafives are required.

Arjun
Journat

Error Detafls . Debit Credit
humber-| .- o T L TR 3

33 Smeeme. Cash, 1 8§bo

0 The candidate reverses

h. PUtchosps &3 40 @ | alltransactions and omits the
o relevant narratives that support

why the journal entries are being

entered.
N Mark for (a) =0 outof 9

LA T Discount. ddecerinad. 195 |
Commission  seocely abw o | 3RS

RO 11 T |28
Feckunes & Qtfng account.., e | 208

i)
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Example Candidate Responses — Paper 2

Example Candidate Response —

{b) Prepare the suspense account. Include the original difference on the trial balance, as a

low, continued

halaneing figuré.
Arjun
Suspense account
Date Details $ Date Datails
2Jen. | Bpice expenaa | 1D Q1| Shice ereeras Clt}?

' 3
[T, A

[ N S BT

VT

M4

{c) Complete the following table by placing a tick (+ ) in the correct c:olumn to mdicate how each
of the érrors would affect Arjun's capital. : . :

The first one has been completed as an example. ' ot

lgnare depreciatlon ofnan-cumrent assets. '

Errar number

Increases

) R
Décreases

No effect
capifal capital on capital
3 v
: -~ @
"5 ' I t\/e
i e -
7 e

4]

Examiner comments

e The candidate completely omits
payment of office expenses from
the books of account; therefore,
this type of error does not create
a difference in the trial balance. In
practice, this omission is entered
into the ledger accounts and does
not appear in the journal or the
suspense account.

e Suspense account postings
are required where entries posted
are of unequal amounts. In this
question, error numbers four and
five are responsible for the overall
difference arising when drawing
up the trial balance.

Mark for (b) = 1 out of 4

0 The candidate’s error means
that the expense is being charged
twice, causing profit to decrease,
leading to a reduction in capital.

e This error of crediting
equipment repairs means that
expenses are reduced. This leads
to increased profits and therefore
an increase in capital.

Mark for (c) = 2 out of 4
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Example Candidate Responses — Paper 2

Example Candidate Response - low, continued Examiner comments
(d} State three advantages to Avjun of operating as a sole trader.
1. Deglts eanned by the buisness.. dontt. nesd £0... ..
........ be._shased
2...N 0. digocuerments. . Lu.h'llf.‘....ﬁmﬂi.ﬂ%‘dﬁdﬁigns...» ........................... © Point number three is a
Can. moke oLl ; 'lom . repetition of point two ‘can make
e ennnma CLO T TR 2 et IR S o .............',.... A ‘-.“:,.n ..... r— a II decisions’- Therefore, Only 1
3....Can. Consti Q.C.i'.ﬂd.l.d.lﬂgv'...‘hlﬁ.v..[?ﬁ&@fﬂiﬁllcE...Z..CQ-I]. ....................... mark for both points is given.
9,“....‘_(.:,[9:::(1,@ bhe (mnuﬂi..% ....... RO e 1] Mark for (d) = 2 out of 3
i 20 Total mark awarded =
[Totel: 20] 5 out of 20

How the candidate could have improved their answer

» (@) The candidate was able to identify the ledger accounts that needed to be adjusted but, unfortunately, the
adjustments made in the journal were completely reversed and the impact compounded the existing errors that
had been made. It often helps to draw up ‘T’ accounts as workings and by applying double-entry transactions the
entries are more easily identified for writing up the journal. There was also a clear instruction to support journal
entries with a narrative that explained the reason for the entry. The opportunity existed for a further 3 marks,
irrespective of whether the account narratives were correct; however, all the supporting narratives were omitted
from this answer.

* (b) The errors that would have caused differences in the trial balance needed to be identified, such as two debit
entries for office expenses and cleaning being made of $73 (error four) and two credit entries for the purchase of
equipment (error five). Once the errors had been identified and entered into the suspense account, the difference
that had arisen upon the trial balance could have been determined.

* (c) This required a three-stage thought process to be followed as a result from the error made. Firstly, was there
an impact upon profit? If yes, was it an increase or decrease? Finally, the effect upon capital could have been
identified as profits belonging to the owner and capital would change accordingly. Both errors four and five needed
to have applied the same logical approach to arrive at the correct answer.

Common mistakes candidates made in this question

» Candidates sometimes identified incorrect accounts when entering up the journal.

* In some cases, candidates omitted or provided inappropriate narratives to support the reasons for making the
journal entries.

» Some candidates included entries in the suspense account that did not resolve a difference from the trial balance.
* Incorrect outcomes were deduced from the errors made to profits and ultimately capital.
* Repetition of ‘own boss’ and complete control of the business as advantages of being a sole trader.
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Example Candidate Responses — Paper 2

Question 5

Example Candidate Response — high Examiner comments

§  Adit provided the following information.

For the year to 31 January 2020
Profit for the year
Revenue
Cradit purchases

At 31 January 2020
Non-current assets at hook value
Inventory
Trade receivables
Trade payables
Bank overdraft
Bank lvan (répayable 2023)

All goods are sald on credit terms,

_ REQUIRED

1

{a) Calculate the following ratios. Show your workings.

27900
186 000.
93075

43'}00
9340
14010
9435
2240
§000

SR |

workings answer.
Nﬂt & DO / L3
e 157
126000
w r
frade payables iurnover (days)
workings answer

{round up to nearest

whole day}

Trade, @ﬁabmm
Oedft puichoses

- 3435 | 300
§ 5015

g:!-dﬂjs
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Example Candidate Responses — Paper 2

Example Candidate Response — high, continued Examiner comments

trade receivables turnover (days)
workings ans\i\rer )
{round up to nearest
wholeday)
THAGEHerelnobies 2% oy s
o gata N 6T e o
. LADID . xhpm
186000
liquid raio
workings . answer
Gt hoets-Trwesasss BB |9, 9
= #3404 14010-2840: 949579240
» HWOLO0 e ¥s

i8]
The bank overdraft imit is $2500.
The trade payables furnover for the year to 31 January 2018 was 35 days.
REQUIRED
{b} Advise Adit whether or not he should delay paying trade payables in order to reduce the hank

overdrafi. Justify your answer by consldering the effect on both the bank balance and the trade
payabias.

g mad pogpn e s

Saded . Henoee, A2t ¢

o The workings are correct, but
the answer is not rounded up to
the nearest day of 28 days.
Mark for (a) = 7 out of 8

e ‘Trade payables may charge
interest’ is a clear disadvantage of
delaying payment to suppliers.

e A second disadvantage
of delaying payment to trade
payables is the refusal to supply
further goods. The candidate
gives no significant comment
regarding the potential impact
on the bank balance. Therefore,
no mark is awarded for the
recommendation as it stands.

Mark for (b) = 2 out of 5
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Example Candidate Responses — Paper 2

Example Candidate Response — high, continued

Examiner comments

{c} Suggest three other actions which Adit cc';uld take fo reduce the bank overdraft.

T T e S PP

.:H:Q;t ik

aodlse. 4ge! w ad/mirfén?.
&mw?e? mMQAuj ﬁmcm ....... ...

[Totak: 20]

o All three points made by the
candidate are well-established
methods of reducing a bank
overdraft. However, it may be
unrealistic to ask credit customers
to pay more quickly with no offer
of some form of cash discount.
Mark for (c) = 3 out of 3

e Both points provided by the
candidate are correct reasons for
businesses to produce an annual
income statement.

Mark for (d)(i) = 2 out of 2

@ The candidate gives a clear
reason for applying the principle
and it implies there is no element
of subjectivity involved.

0 The candidate’s point is too
vague as it mentions analysing
the results of increasing prices.
The key words are, ‘making
comparisons year on year’, or
‘making comparisons with other
businesses’.

Mark for (d)(ii) = 1 out of 2

Total mark awarded =
15 out of 20

How the candidate could have improved their answer

» (@) The candidate should have rounded up the trade receivables turnover. There was a specific instruction with the
trade receivables turnover ratio to round upwards and this was the accepted rule for this type of ratio, as opposed
to applying a strict mathematical rounding to the calculation. With any ratio calculations, it is important to look

carefully at the required format for the answer.

» (b) The candidate should have recognised possible problems arising with the bank. Where two possible courses of
action are considered, it is necessary to deliver a balanced approach so that the advantages or disadvantages are
weighed against one another and any recommendation are supported accordingly.

» (d)(ii) The second point that ought to have been considered related to the importance of removing subjectivity
from valuing the resources and liabilities of all businesses. Therefore, the application of the money measurement

principle was fundamental to recording all financial transactions.
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Example Candidate Responses — Paper 2

Example Candidate Response — middle Examiner comments

5 Adit provided the following information.

For the year fo 31 January 2020 $
Profit for the'year 27200
Revenue 186000
Credit purchases 93075

At 31 January 2020
‘Non-current assets at book value 43700
Inventory 9340
Trade receivables 14010
Trade payables 9435
RBank overdraft 2240
Bank loan (repayable 2023) 6000

Alt goods are sold on credit ferms.
REQUIRED

{(a) Calculate the following. ratios: Show your workings.

proiit rharg'ln

workings answer

S)'N)“k - ﬂ?.l’c ?'Nbr': : )\ \O0 ; \5 ‘.‘.
mmgﬁn — i
Reoenue
= WLy pe
| $Hen0

trade payables turnover (days)

workings - answer
{round up to nearest
whole day)

:)1:\‘?&&%\@ = T—-—J—-—.___TQAE'DQ“\D\M_ % 385 3% Bays
Ceeddk purthases 1

3% _ %345
q30%5

Lyrnove v
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Example Candidate Responses — Paper 2

Example Candidate Response — middle, continued Examiner comments

trade.rlé;ceiva‘blesjtu-ﬁ'lover (dayé)
WOrkinés- . . answer
{round up fo nearest
whole day)
= krade receiuables X365 {28 daus
Ceedit Sales - ]
= MO0 %368
1561000
liquid ratic
workings answer
= (uecenk 1 Qucrent ]
Besebs alpiii e PR a
= 93850 = QY35

ie]
The bank overdraft limit is $2500.
The trade payables turnaver for the year to 31 January 2010 was 35 days.
REQUHRED

(b) Advise Adit whether or not he should delay paying frade payables in order to reduce the hank
overdraft. Justify your answer by considering the effect on both the bank balance and the trade
payables.

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

g E g LN R B B B L B BB 4 E b B T BT H T H B E BT BT B BT KB BB KB KB KRR SR8 R B RR N B R kRN d R RN hrnn

G The candidate’s calculation
includes inventory within the
current assets and the bank
overdraft should be included in the
current liabilities.

Mark for (a) = 6 out of 8

e The recommendation
mark is not awarded, as only
trade payables points receive
marks and there are no correct
comments made on the bank
balance.

e Duplication of point one,
therefore no mark is awarded.

e The candidate gives a correct
point. However, as marks are
given for points one and two,
there is no further mark available.

e This answer by the candidate
is not realistic as surplus assets
might not be available.

Mark for (b) = 2 out of 5
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Example Candidate Responses — Paper 2

Example Candidate Response — middle, continued

(€) Suggest three other actians which Adit could take to reduce the bank overdraft.

1 Cou\a S.l?-“,___

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

(Rabitibie s ab cerbaln dabes |

........................................................................ -

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

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

[Total: 207

Examiner comments

e All points are acceptable
actions to help reduce the bank
overdraft.

Mark for (c) = 3 out of 3

0 The statement of financial
position shows the value of assets
and liabilities, not the income
statement.

Mark for (d)(i) = 1 out of 2

e The candidate’s statement
is vague and mentions the ‘real
value in form of money’; the
answer needs to specify that it is
understood as a unit of measure,
or transactions are recorded in
monetary terms.
Mark for (d)(ii) = 0 out of 2

Total mark awarded =
12 out of 20

How the candidate could have improved their answer

(a) The calculations should not have included inventory in current assets and the bank overdraft should have been

included in the current liabilities.

(b) This answer required a balanced look at delaying payment to trade payables in order to reduce the bank
overdraft. Points made were mainly focused on the impact upon trade payables. More emphasis needed to be
placed upon the bank in order to access further marks and to gain a supported recommendation mark.

(d)(i) This question asked solely for the reasons for producing an income statement. The answer suggested that
the candidate assumed the question referred to financial statements which would then have included reference to

a statement of financial position.

(d)(ii) Candidates required a clear understanding of the principle of money measurement. This answer was a
restatement of the wording given in the question and lacked clarity of understanding of the principle or any reasons

why it was important when any financial accounting records were produced.
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Example Candidate Responses — Paper 2

Example Candidate Response — low Examiner comments

5  Adit provided the following information.

For the year to 31 January 2020 $
Profit for the year 27200
Revente | 186000
Credit purchases 83075

At 31 January 2020
MNon-current assets at book valus 43700
Inventory £ 5 9340
Trade receivablesCh . 14010t
Trade payablestt . 2435
Bank overdraftCy =~ ' 2240
Bank loan {repayable 2023} 6000

All goods are sold on credit terms.
REQUIRED

{a) Calculate the following ratlos. Show your workings.

- profitmargin
workings ' answer

2@%@ 1A, "
13 650 et 15!

trade payables turnover {days)

workings ANSWET
{round up to nearest
_ whole day}
qh3s , '
= e 33 day
qa0g o %S

<P hdan
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Example Candidate Responses — Paper 2

Example Candidate Response - low, continued

trade receivables turnover (days).
workings answer
{round up o nearest
whole day)
Moto
X35 25
“a30%s ? 55 o, 9 doy o
'Eiquid ratio
workmgs ' " answer
Wq.éﬁq‘»jmm l,aw; 0.4 o
((woi0-493%6) -, g3z
O.41

I8l
The bank overdraft limit is $2500.

Thetrade payables turncver forthe yearto 31 January 2018 was 35 days.
* REQUIRED
(b} Adyise Adit whether or not he.should. defay paying frade payables in order to reduce the hank

overdraft. Justify your answer by considering the effect on both the bank balance and the trade
pay’abies

beﬂ:a,m the plmet ¢ :

Examiner comments

ﬂ The candidate’s calculation
is incorrect, as the denominator
represents credit purchases
instead of revenue.

e The candidate’s calculation is
incorrect. The candidate deducts
inventory from trade receivables.
Mark for (a) = 4 out of 8

e This is a correct comment for
one mark.

o This is an incorrect statement.
The candidate is talking about
Adit’s trade payables paying
two days later, and appears
to be confusing this with trade
receivables.

Mark for (b) = 1 out of 5
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Example Candidate Responses — Paper 2

Example Candidate Response - low, continued Examiner comments

{c) Suggest thiree other actions which Adit could take to reduce the bank overdraft. e This is a repeat of point one, as

e ' the increase in capital is paid into
the bank in order to reduce the
overdraft.

6 Decreasing the trade payable
period increases the bank
overdraft and this confirms that
the candidate is confusing trade
payables with trade receivables,
as seen in their answer to part (b).
Mark for (c) = 1 out of 3

0 The calculation for expenses is
carried out in the ledger accounts,
not the income statement. The
statement reviews the level of
expenses and revenues so that
management action is taken.
Mark for (d)(i) = 1 out of 2

(i) State two reasons why Adit should apply the money measurement principle.

v o deed aﬂﬂ eschan.. . LpllShs.... A |

..... O EBHD bt © This process is referring to the
' ’ ' o o ' A checking of cash, such as petty

cash and bank monitoring. The
checking of resources in itself
is not a reason for applying the
money measurement principle.
Mark for (d)(ii) = 1 out of 2

Total mark awarded =
8 out of 20

"[Total: 20)
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Example Candidate Responses — Paper 2

How the candidate could have improved their answer

(a) The candidate should have used credit purchases as the denominator for calculating trade receivable turnover.
In calculating the liquid ratio, the candidate should not have deducted inventory from trade receivables. Key ratios
required appropriate knowledge of the formula used in the calculation and it is also critical that terminology such as
‘trade payables’ and ‘trade receivables’ are understood. The mixing up of component terms that make up current
assets and liabilities lead to the incorrect calculation of ratios and any subsequent interpretative comments drawn
from them.

(c) It was important not to repeat points, such as ‘increase capital’ and ‘deposit extra cash into the bank’. The
candidate should have been able to test their answer by asking themselves the question ‘where has the cash paid
into the bank come from’? Possible answers such as ‘to obtain a loan’ or ‘convert into a partnership’ would have
resulted in potential further marks.

(d)(i) The candidate could have mentioned the statement reviews of the level of expenses and revenues so that
management could have taken action.

(d)(ii) The candidate should have given the second valid reason; it would have been easier to make comparisons
year on year or with other businesses.

Common mistakes candidates made in this question

Some candidates used components incorrectly within the key ratio calculations.
Candidates often used confusing terminology such as trade payables and receivables.
Uncertainty of the elements that were included in current assets and current liabilities.

Many candidates failed to balance answers that related to both options, such as paying trade payables and
increasing the bank overdraft. A balanced answer would have supported any recommendation comment that had
been made.

Repeat points were made and answers lacked substance in some cases, such as the reduction in the overdraft
could have been achieved by depositing cash into the bank.
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