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Introduction

The main aim of this booklet is to exemplify standards for those teaching Cambridge O Level Principles 

of Accounts (7110), and to show how different levels of candidates’ performance relate to the subject’s 

curriculum and assessment objectives. 

In this booklet responses has been chosen to exemplify a range of answers. Each response is accompanied 

by a brief commentary explaining the strengths and weaknesses of the answers. 

  For ease of reference for questions 1 to 4, where the candidate response is integrated within the question, 

the following format has been adopted:

For each question, an extract from the mark scheme used by examiners is followed by examples of marked 

candidate responses, each with an examiner comment on performance. Comments are given to indicate 

where and why marks were awarded, and how additional marks could have been obtained. In this way, it 

is possible to understand what candidates have done to gain their marks and what they still have to do to 

improve.

For question 5, where the candidate response is separate to the question, the following format has been 

adopted:

Pa  st papers, Examiner Reports and other teacher support materials are available on Teacher Support at 

http://teachers.cie.org.uk.

Mark scheme

Example candidate

response

Examiner comment

Question

Mark scheme

Example candidate

response

Examiner comment
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Assessment at a glance

Teachers are reminded that a full syllabus is available on www.cie.org.uk.
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Paper 2 – Structured written paper

Question 1 

Mark scheme
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Example candidate response – high
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Examiner comment – high

(a)  The candidate correctly entered the assets and liabilities in the appropriate columns of the trial balance. 

The capital was correctly calculated and inserted in the correct column. The only error was omitting to 

enter the totals of the trial balance. 2/4

(b)  The candidate produced a good answer. The cash received for the sale of � xtures would be credited 

to a disposal account. As the � xtures were valued at $250 there was a loss which would decrease the 

capital by $50. The goods returned to the business would reduce the capital by the amount of the pro� t 

on those goods. When the goods were sold there was a 60% pro� t margin (450/750 x 100) so when 

goods valued at $100 were returned the capital would decrease by $60. 14/16

Total mark awarded = 16 out of 20
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Example candidate response – middle
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Examiner comment – middle

(a)  The candidate correctly entered the assets and liabilities in the appropriate columns of the trial balance. 

The trial balance was totalled, but the two totals did not agree, which caused the capital � gure to be 

incorrect. 1/4

(b)  The candidate correctly identi� ed the entries for the � rst transaction. In the second transaction the 

book of original entry was incorrect: this should have been the cash book. The cash received for the 

sale of � xtures would be credited to a disposal account. Cash paid for wages would appear in the 

cash book; the debit and credit entries were reversed. The candidate correctly identi� ed that the last 

transaction related to returns inwards, but it was not suf� cient to put “returns inwards” it should have 

been made clear that this was the returns inwards journal. No marks were earned for the entries in the 

last column of the table because the candidate did not include the amount by which the capital would 

increase or decrease. 8/16

Total mark awarded = 9 out of 20
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Example candidate response – low
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Examiner comment – low

(a)  The candidate correctly entered the assets and liabilities in the appropriate columns of the trial balance. 

The capital was correctly calculated but was inserted in both columns: this should have appeared only 

in the credit column. The trial balance was not totalled. 0/4

(b)  The candidate correctly identi� ed the book of original entry for the � rst and fourth transactions. The 

other two transactions would have been recorded in the cash book. A thorough knowledge of double 

entry would have ensured that the accounts to be debited and credited could be identi� ed. Except for 

the � rst transaction, where the candidate included $450, no marks were earned for the entries in the 

last column of the table because the candidate did not include the amount by which the capital would 

increase or decrease. 3/16

Total mark awarded = 3 out of 20
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Question 2 

Mark scheme
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Example candidate response – high
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Examiner comment – high

(a)  The candidate made correct entries for all the items in the trial balance. The difference on the trial 

balance was correctly shown as being a balance on the suspense account. The difference between the 

two totals was correctly calculated as $480, but this should have been entered in the credit column 

with the totals being $152 220. An own � gure mark could not be awarded for the balancing amount as, 

because it was in the debit column, the trial balance did not actually balance. 7/9

(b)  The candidate correctly identi� ed the type of error made in items 1-3 in the question. It would have 

been preferable to show the notes relating to the correction of the errors elsewhere. 3/3

(c)  Once again, the candidate produced a very good answer, the only error was to credit discount received 

and discount allowed with $240 each, rather than crediting discount received with $480. Candidates 

were informed that narratives were not required so, although the candidate was not penalised for doing 

more than they were asked to, they wasted a little time which could have been utilised elsewhere. It is 

not necessary to include the word “to” before the credit entries, and it would have been preferable to 

show the notes relating to the correction of the errors elsewhere. 7/8

Total mark awarded = 17 out of 20
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Example candidate response – middle



Paper 2 – Structured written paper

16 Cambridge O Level Principles of Accounts 7110



Paper 2 – Structured written paper

17Cambridge O Level Principles of Accounts 7110

Examiner comment – middle

(a)  The candidate made correct entries in the trial balance for capital, bank overdraft, trade payables and 

purchases. The entries for discount received and wages and salaries were incorrect. 

    The two columns of the trial balance showed different totals. If the candidate had inserted a � gure 

to balance the columns an own � gure mark would have been awarded. If this difference had been 

labelled “suspense” a further mark would have been awarded. 4/9

(b)  The candidate incorrectly identi� ed the � rst two errors. The � rst error involved entering an item in the 

wrong person’s account and was an error of commission. The second error involved confusing capital 

and revenue expenditure and was an error of principle. The third error was correctly identi� ed. 1/3

(c)  In the � rst journal entry no entry in the sales account was required: it was a transfer from Wilson to 

Winscom. The second journal entry was completely correct. The accounts were correctly identi� ed 

in the third journal entry, but the amount should have been $3000. Where an entry is reversed it is 

necessary to double the original amount when correcting the error. The amount should also have been 

doubled in the � nal journal entry. The entries should have been a credit to the discount received and a 

debit to the suspense account. 3/8

Total mark awarded = 8 out of 20
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Example candidate response – low



Paper 2 – Structured written paper

19Cambridge O Level Principles of Accounts 7110



Paper 2 – Structured written paper

20 Cambridge O Level Principles of Accounts 7110

Examiner comment – low

(a)  The candidate did not have a thorough knowledge of how to prepare a trial balance and many of the 

account balances were entered in the wrong column. Despite this, the candidate obviously appreciated 

the procedure to follow if a trial balance does not balance. Marks were awarded for an own � gure 

difference on the trial balance and for correctly indicating that this would be transferred to the suspense 

account. 1/9

(b)  The candidate obviously knew the types of errors which would not be revealed by a trial balance, but 

was unable to relate this knowledge to the speci� c errors listed in the question. 0/3

(c)  The candidate realised that A Winscom’s account had to be debited and A Wilson’s account had to 

be credited, but made the error of debiting $400 instead of $200. In the second entry, the candidate 

correctly credited the purchases account, but debited suspense instead of � xtures. In the third entry, 

the candidate correctly debited the wages account, but failed to appreciate that, where an entry is 

reversed, it is necessary to double the original amount when correcting the error. The credit should 

have been to the bank and not the suspense account. The candidate correctly identi� ed both the 

accounts in the � nal journal entry, but used an incorrect � gure. 2/8

Total mark awarded = 3 out of 20
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Question 3 

Mark scheme
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Example candidate response – high
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Examiner comment – high

(a)  The candidate listed two bene� ts of maintaining double entry accounts. It was decided that these were 

both on the same point of preparing � nancial statements (which would involve the calculation of the 

pro� t for the year) so only one mark was awarded. 1/2

(b)  A well-presented statement of affairs was produced in which the assets and liabilities were divided 

into their appropriate sections. The only error was to deduct the bank interest from the bank deposit 

account, this should have been added. This error also meant that the candidate was awarded an own 

� gure mark for the capital instead of two marks for the correct capital � gure. 7/10

(c)  Using the capital calculated in (b), the candidate produced a clear and accurate calculation of the pro� t 

for the year. Full marks were earned. 4/4

(d) (i)  The candidate correctly calculated the total gross pay of $870. The 10% social security contribution 

should not have been deducted from the gross pay as this is paid by the employer and not the 

employee. Because this extraneous item was included the second mark could not be awarded. 1/2

   (ii)  The candidate correctly started with the employee’s gross pay. The social security contribution 

was correctly deducted for which a mark was awarded. Once again an extraneous item in the 

calculation (the employee’s tax and social security payments) meant that the second mark could 

not be awarded. 1/2

Total mark awarded = 14 out of 20
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Example candidate response – middle
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Examiner comment – middle

(a)  The candidate suggested two bene� ts of maintaining double entry accounts. Neither of these reasons 

was regarded as adequate and so no marks were awarded. 0/2

(b)  The candidate produced a horizontal statement of affairs, grouping the assets together on the left 

and the liabilities on the right. As this was a statement of affairs rather than a statement of � nancial 

position (balance sheet) it was not regarded as necessary to sub-divide the assets and liabilities. Marks 

were awarded for the motor van and the prepaid expenses. The trade payables, trade receivables, 

accrued expenses and bank deposit interest were incorrectly classi� ed, the bad debts should have 

been deducted from the trade receivables, and the bank loan was completely omitted. The candidate 

realised that it was necessary to insert a � gure for capital and was awarded an own � gure mark. 3/10

(c)  Despite earning only a few marks in (b), the candidate produced a clear and accurate calculation of the 

pro� t for the year. The correct adjustments were made to the capital calculated in (b) and full marks 

were earned. 4/4

(d) (i)  The candidate correctly calculated the employee’s standard pay of $780. The overtime pay should 

have been 10 hours multiplied by $9 ($6 + $3), and the given � gure of $145 for tax and social 

security should have been deducted from the gross pay. 0/2

   (ii)  An understanding of the calculation of wage calculations was required in order to answer this 

question. The answer should have started with the gross pay from (a) to which the employer’s 

social security contribution of 10% of gross pay should have been added. 0/2

Total mark awarded = 7 out of 20
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Example candidate response – low
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Examiner comment – low 

(a)  The candidate was only able to suggest one bene� t of maintaining double entry accounts. This was far 

too vague to allow a mark to be awarded. 0/2

(b)  The candidate produced a horizontal statement of affairs, grouping the assets together on the left and 

the liabilities on the right. The assets were sub-divided and liabilities were divided into current liabilities 

and capital. Marks were awarded for the motor van and the trade payables. However, the bad debt was 

added to the trade receivables when it should have been deducted. The prepaid and accrued expenses, 

as well as the bank deposit account, were incorrectly classi� ed, and the candidate included loan 

interest of $630 instead of the loan itself.

    A � gure representing the capital at the date of the statement of affairs should have been inserted to 

make the statement balance. The candidate clearly understood that an item for capital was required, 

but used the opening capital of $6000. 2/10

(c)  The calculation of the pro� t for the year should have shown the difference in the opening and closing 

capitals for adjusted with for the drawings. Marks were awarded for the correct treatment of the 

opening capital and the drawings. It is unclear how the item described as “net pro� t (1 October 2011)” 

was calculated and this was regarded as an extraneous item. An own � gure mark could not be awarded 

for the answer to the calculation because of the extraneous item and because a closing capital amount 

must be included in such a calculation. 2/4

(d) (i)  An understanding of the calculation of employee’s pay was required in order to answer this 

question. The candidate correctly calculated the employee’s standard pay of $780. The overtime 

pay should have been 10 hours multiplied by $9 ($6 + $3). Once the gross pay had been 

calculated, $145 for tax and social security should have been deducted. 0/2

   (ii)  Candidates were required to have an understanding of wage calculations in order to attempt 

this question. The candidate started the answer with the � nal � gure of net pay from (a) and the 

employee’s tax and social security contribution of $145 was then deducted, but this should not 

be a cost to the employer. The calculation should have shown the employee’s gross pay plus the 

employer’s social security contribution of 10% of gross pay. 0/2

Total mark awarded = 4 out of 20
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Question 4 

Mark scheme
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Example candidate response – high
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Examiner comment – high

(a) (i)   The candidate correctly calculated the gross pro� t of $80 000. The expenses should have then 

been deducted from this to arrive at the pro� t for the year of $20 000. 1/3

   (ii)   The candidate correctly calculated the average stock and divided this into the cost of sales. Full 

marks were awarded. 3/3

   (iii)   The gross pro� t as a percentage of sales was correctly calculated and the candidate was awarded 

full marks. 3/3

   (iv)   The calculation of the net pro� t was shown in this section and this was used to correctly calculate 

the net pro� t as a percentage of sales. 3/3

   (v)   The current liabilities were correctly calculated. It would appear that the candidate used the 

opening inventory rather than the closing inventory in the calculation of the current assets. The 

candidate then calculated the ratio of current assets to current liabilities. Only one mark could be 

awarded as no own � gure marks were available in this section of the question. 1/3

(b)  The candidate correctly suggested that the selling price may have been lower than it was in the 

previous year. The second suggestion about the quality of goods was not regarded as an acceptable 

reason. If this had been expanded with an explanation about this resulting in an increase in sales a mark 

would have been awarded. 1/2

(c)  Using the ratio of 1:1 calculated in (a)(v) the candidate correctly made the judgement that the working 

capital position was not very good. 2/2

(d)  Reducing the selling price of goods will not necessarily improve the liquidity of the business. No marks 

could be awarded for this statement. 0/1

Total mark awarded = 14 out of 20
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Example candidate response – middle
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Examiner comment – middle

(a) (i)   The candidate calculated the gross pro� t on the basis that it equalled one � fth rather than one 

quarter of the sales. The � nal answer was $40 000 which was possibly the expenses deducted 

from the candidate’s gross pro� t. Because no calculation was shown for this, no marks could be 

awarded: it is only an assumption that the expenses were deducted from the gross pro� t. 0/3

   (ii)   The candidate correctly divided the cost of sales by the average inventory. The answer was 

expressed as a ratio: it should have been expressed as a number of times. 2/3

   (iii)   The candidate used the � gures previously calculated for sales and gross pro� t. As the mark 

scheme did not provide for any own � gures in this section of the question no marks could be 

awarded for these � gures. The question required the gross pro� t as a percentage of sales so the 

answer should have been expressed as a percentage and not as a ratio. 0/3

   (iv)  The candidate again used � gures previously calculated and expressed the answer in the form of a 

ratio. As with (iii) no own � gures marks were available. The answer should have been expressed 

as a percentage. 0/3

   (v)   Full marks were awarded for this section of the question. The candidate correctly calculated the 

current assets and the current liabilities and calculated the working capital ratio. 3/3

(b)  The candidate offered two acceptable reasons to account for the increase in the rate of inventory 

turnover. Full marks were awarded. 2/2

(c)  Candidates were expected to comment on the trader’s working capital. Comments should have related 

to the current assets and the current liabilities. The answer provided was not appropriate and no marks 

could be awarded. 0/2

(d)  The candidate correctly suggested that a reduction in expenses could improve the liquidity of the 

business and was awarded the available mark. 1/1

Total mark awarded = 8 out of 20
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Example candidate response – low
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Examiner comment – low

(a) (i)  The candidate obviously knew that the sales minus the cost of sales equalled the gross pro� t. The 

sales � gure appears to be the cost of sales multiplied by four. The correct method of calculating 

the sales was to start with the cost of sales and add 25%. The expenses of $60 000 should have 

been deducted from the gross pro� t to arrive at the pro� t for the year. 0/3

   (ii)  The candidate correctly calculated the average stock and divided this into the cost of sales. Full 

marks were awarded. 3/3

   (iii)  The candidate used � gures previously calculated for sales and gross pro� t and expressed the 

answer in the form of a percentage. As the mark scheme did not provide for any own � gures in this 

section of the question no marks could be awarded for either the calculation or the answer. 0/3

   (iv)  As with (iii) no own � gures marks were available. The candidate clearly understood that the 

expenses must be deducted from the gross pro� t to ascertain the pro� t for the year. The bank 

overdraft was incorrectly included in the calculation, which also contained an arithmetical error. 

The candidate attempted to calculate the net pro� t as a percentage of the sales (from a previous 

calculation). Once again, there was an arithmetical error. 0/3

   (v)  The formula for the calculation of the current ratio was correctly stated. The bank overdraft was 

incorrectly regarded as a current asset, resulting in wrong totals for both the current assets and the 

current liabilities. The candidate then calculated the ratio of current assets to current liabilities. No 

marks could be awarded as no own � gure marks were available in this section of the question. 0/3

(b)  The candidate was able to suggest one suitable reason for the increase in the rate of inventory 

turnover. 1/2

(c)  The question asked candidates to comment on the trader’s working capital ratio. The candidate simply 

repeated the formula and the calculation of the ratio from (a)(v) of the question and did not made any 

appropriate comment. 0/2

(d)  Candidates were required to state one way in which the trader could improve his liquidity. The 

candidate suggested using promotion or advertising so that his product could be sold. This was not 

regarded as an acceptable reason. If this had been expanded with an explanation about this resulting in 

an increase in cash sales a mark would have been awarded. 0/1

Total mark awarded = 4 out of 20
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Question 5 
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Mark scheme
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Example candidate response – high
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Examiner comment – high

(a)  The candidate produced a very good manufacturing account. The production wages accrued of $6500 

appear to have been deducted from, rather than added to, the wages paid, but no calculation was 

shown. An amount of $16 000, described as factory equipment, was incorrectly included in the direct 

costs, resulting in the � gure mark for the prime cost being lost. The cost of production was awarded an 

own � gure mark. The description of the cost of production was not regarded as appropriate. 11/14

(b)  The format of the income statement was very good. The cost of production calculated in the 

manufacturing account was incorrectly transferred to the income statement. Goods for own use were 

incorrectly described as purchases and were added instead of being deducted. It was not possible to 

award an own � gure gross pro� t mark as there was an extraneous item (disposal of of� ce equipment). 

The candidate earned marks for six of the expenses. The amount for rent and rates should have been 

$5500 (one quarter of the total amount). Once again the year-end adjustment was incorrectly treated 

(marketing expenses should have totalled $26 500) and loan interest of $700 should have been added 

to the interest paid. 6/13

(c)  The candidate presented the balance sheet in a good style. No marks could be awarded for the net 

book values of the non-current assets as no depreciation was shown for the factory equipment and the 

depreciation of the of� ce equipment was incorrect. In the balance sheet of a manufacturing business 

there are usually three items of inventory, but here only the inventory of � nished goods was shown. 

The provision for doubtful debts was correctly deducted from the trade receivables. Loan interest 

accrued was incorrectly included as an asset instead of a liability. The working capital was correctly 

labelled and an own � gure mark was awarded. The pro� t for the year calculated in (b) was correctly 

added to the opening capital and the total drawings were deducted from the capital. It is acceptable 

to add the long term liability to the capital and the mark was awarded, although it would have been 

preferable to deduct this from the total of the � rst section of the balance sheet. 9/13

Total mark awarded = 26 out of 20
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Example candidate response – middle
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Examiner comment – middle 

(a)  It is always recommended that candidates provide a suitable heading for all accounting statements. The 

candidate clearly understood how to calculate the cost of material used. However, the closing inventory 

was added rather than deducted so the � gure mark could not be awarded. The mark for the prime cost 

� gure could not be awarded as extraneous items (work in progress and management salaries) were 

included in the calculation. The candidate correctly included the factory expenses and factory rent and 

rates but, as these were deducted from the prime cost instead of being added, no marks could be 

awarded. 5/14

(b)  Once again the heading was incomplete. The candidate clearly understood that the gross pro� t 

represents revenue minus the cost of sales. For a manufacturing business the cost of production 

calculated in the manufacturing account should be included in the calculation of the cost of sales. 

Goods taken by the proprietor should be shown as a deduction from the opening inventory plus the 

cost of production, but the candidate appears to have deducted these from the opening inventory. If 

the gross pro� t had labelled and correctly calculated on the � gures shown it may have been awarded 

a mark. The candidate correctly deducted expenses from the gross pro� t to calculate the pro� t for the 

year; marks were awarded for the four expenses listed but, as other expenses were omitted, full marks 

could not be awarded for this part. 4/13

(c)  Once again the heading was incomplete. The candidate showed the net book value of the non-current 

assets correctly and was awarded full marks for this section. The total inventory, net trade receivables 

and prepaid marketing expenses were correctly stated. The opening provision for doubtful debts 

was incorrectly listed as a current asset but this was not penalised. In the current liabilities, the trade 

payables and the accrued wages were correctly stated. The accrued loan interest should have been 

$700 rather than $2100. The own � gure mark for the net current assets could not be awarded as it was 

not labelled. The candidate correctly transferred the pro� t calculated in (b), but this was added to the 

loan rather than the opening capital. Drawings were omitted. 8/13

Total mark awarded = 17 out of 20



Paper 2 – Structured written paper

55Cambridge O Level Principles of Accounts 7110

Example candidate response – low
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Examiner comment – low

(a)  The candidate clearly understood how to calculate the cost of materials used but, because the opening 

and closing inventories were transposed, the mark for the total could not be awarded. The mark for the 

label was also incorrect. No marks could be awarded for the prime cost as the direct wages and the 

direct expenses were omitted and replaced by an extraneous item. Only the factory indirect expenses 

were listed in the section for the factory overheads. The candidate made the correct adjustment for the 

work in progress, however this � gure was deducted from the overheads and not from the total cost, 

and this total was also incorrectly labelled. 4/14

(b)  The trading section of the income statement should have shown the cost of sales deducted from the 

revenue. Revenue was omitted and the closing inventory was incorrectly treated as opening inventory. 

The candidate knew that the cost of production should be transferred from the manufacturing 

account, but the amount transferred was not the total of the manufacturing account so no mark 

could be awarded. Three of the expenses were correctly listed and marks were awarded. The total of 

the rent and rates was listed instead of one quarter. The wages accrued was correctly added to the 

amount paid, but appears to include goods withdrawn for personal use. The increase in the provision 

for doubtful debts should have been shown as an expense, but the total of the new provision was 

incorrectly deducted from the rent and rates. 3/13

(c)  The balance sheet was presented in an acceptable manner. The depreciation of the non-current assets 

should be the accumulated depreciation at the start of the year plus the depreciation for the year, but 

only the depreciation for the year was included. Inventory and prepayments were omitted from the 

current assets. The total provision at the year end should be deducted from the trade receivables. The 

loan was included in both the current liabilities and the long term liabilities; accruals of loan interest 

($700) and wages ($6500) should have been included in the current liabilities. The working capital was 

clearly labelled, but no mark could be awarded as there was an extraneous item in the current liabilities. 

The loan was incorrectly deducted from the capital in the long term liabilities section and so the mark 

could not be awarded. The � nal section of the balance sheet showing the capital, pro� t for the year and 

drawings was omitted. 0/13

Total mark awarded = 7 out of 20
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