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Gen er a l  Mar k in g  Gu id an ce  
  
  

•                     All candidates m ust  receive the sam e t reatm ent .  

Exam iners m ust  m ark the first  candidate in exact ly the 

sam e way as they m ark the last .  

•            Mark schem es should be applied posit ively. 

Candidates m ust  be rewarded for what  they have shown 

they can do rather than penalised for om issions.  

•                     Exam iners should m ark according to the m ark 

schem e not  according to their percept ion of where the 

grade boundaries m ay lie.  

•                     There is no ceiling on achievem ent . All m arks on 

the m ark schem e should be used appropriately.  

•            All the m arks on the m ark schem e are designed to be 

awarded. Exam iners should always award full m arks if 

deserved, i.e. if the answer m atches the m ark schem e.  

Exam iners should also be prepared to award zero m arks if 

the candidate’s response is not  worthy of credit  according 

to the m ark schem e.  

•             Where som e judgem ent  is required, m ark schem es 

will provide the principles by which m arks will be awarded 

and exem plificat ion m ay be lim ited.  

•                     When exam iners are in doubt  regarding the 

applicat ion of the m ark schem e to a candidate’s response, 

the team  leader m ust  be consulted.  

•                     Crossed out  work should be m arked UNLESS the 

candidate has replaced it  with an alternat ive response.  

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

 



 
 
 

Quest ion 

Num ber 

Answer Mark 

1 ( a)  AO1  ( 7 ) , AO2  ( 7 )  

A0 1 :  Sev en  m ar k s f o r  r eco r d in g  t h e g iv en  ex p en se in  

t h e t r ia l  b a lan ce. 

A0 2 :  Sev en  m ar k s f o r  ad j u st m en t .  

  
Weston Airways 

Statement  of Profit  or Loss and Other Comprehensive I ncome  

for the year ended 30 September 2016 

                      £        £ 

Revenue                      1 500 000( 1 )  AO1 

Less 

Salar ies-Aircrew (275 000 +  13 000)      288 000    ( 1 )  AO2 

Administ rat ion            82 000              ( 1 )  AO1 

Landing charge expenses           90 000              ( 1 )  AO1 

Fuel (140 000 +  20 000)          160 000              ( 1 )  AO2 

Ground services                   210 000              ( 1 )  AO1 

Aircraft  maintenance       315 000               ( 1 )  AO1 

Market ing (70 000 – 10 000)           60 000              ( 1 )  AO2 

Administ rat ion expenses         145 000     ( 1 )  AO1 

Rent               50 000     ( 1 )  AO1 

Depreciat ion – Aircraft            48 000               ( 1 )  AO2       

                      Computers and fixtures      8 000     ( 1 )  AO2 

Bank loan interest  9 000 ( 1 )  +  3 000( 1 )  12 000                     AO2 

                                (1 468 000)  

Profit  for the year                           32 000 

         
  ( 1 4 )  

 



 

Quest ion 

Num ber 

Answer Mark 

1 ( b )  AO1  ( 7 ) , AO2  ( 7 )  

A0 1 :  Sev en  m ar k s f o r  r eco r d in g  t h e g iv en  en t r y . 

A0 2 :  Sev en  m ar k s f o r  ad j u st m en t .  

 
Statement  of Financial Posit ion at  30 September 2016 

 

Non-current  assets  Cost      Accumulated     Carrying                

                                                       Depreciat ion      value 

                                            £           £   £ 

Aircraft                     600 000     (548 000)       52 000 ( 1 )  AO2 

Computers and fixtures       58 000     (26 000)      32 000 ( 1 )  AO2 

           658 000    (  574 000)      84 000 

 

Current  assets 

Trade receivables                                 47 000 ( 1 )  AO1 

Other receivables                                 10 000 ( 1 )  AO2 

Cash and bank                                   486 000 ( 1 )  AO1 

           543 000 

Total assets ( 1 )  AO1         627 000 

 

Capital          300 000 ( 1 )  AO1 

Profit  for the year          32 000 ( 1  o f )  AO1 

           332 000 

Non-current  liabilit ies ( 1 )  AO1 

6%  Bank Loan ( repayable 30 June 2020)                200 000 ( 1 )  AO2 

 

Current  liabilit ies 

Trade payables                                     59 000 ( 1 )  AO1 

Other payables (13 000 ( 1 )  AO2+ 20 000 ( 1 )  AO2 

                         3 000 ( 1 )  AO2)           36 000 

                                                           95 000 

Total capital and liabilit ies                            627 000   

 ( 1 4 )  

 



 
Effect  on Profit  or Loss 

Pr op osa l  1  -  A i r cr a f t  ar e p u r ch ased  Pr op osa l  2  -  A i r cr a f t  ar e h i r ed . 

 £  £ 

Profit  for the year ended  

30 September 2016 (  from  part  (a) )  

32 000 

 

Profit  for the year ended  

30 September 2016 ( from part  (a) )  

32 000 

( 1  o f )  

AO1  

 I ncrease 

to profit  

Decrease 

to profit  

  I ncrease 

to profit  

Decrease 

to profit  

 

 £ £   £ £  

Revenue 

 

282 000 

( 2 )  

  Revenue 

 

282 000 

 

  

Fuel 

 

  48 000 

( 1 )  

  Fuel 

 

  48 000 

( 1  o f )  

  

Aircraft  

maintenance 

126 000 

( 1 )  

  Aircraft  

maintenance 

126 000 

( 1  o f )  

  

Ground services 

expenses 

 42 000 

( 1 )  

 Ground services 

expenses 

 42 000 

( 1  o f )  

 

Depreciat ion 

 

 96 000 

( 2 )  

 Depreciat ion 

 

48 000 

( 1  o f )  

  

Addit ional bank 

loan interest  

 120 000 

( 1 )  

 Addit ional bank 

loan interest  

Nil Nil  

Hire of aircraft  

 

Nil Nil  Hire of aircraft   250 000 

( 1 )  

 

Sub totals 456 000 258 000 198000 Sub totals 

 

504 000 292 000 212 000 

Projected profit  or loss for the year ended 

30 September 2017 

230 000 

 

Projected profit  or loss for the year ended 

30 September 2017 

244 000 

( 1  o f )  

AO1  

W or k in g s 

Revenue  

1 500 000 x 10%  =  +  150 000 ( 1 )  AO3 

1 650 000 x 8%  =   +   132 000  ( 1 )  AO3 

                            +   282 000 

Fuel 

160 000 x 70%  =  -  48 000 ( 1 )  AO2 

 

Aircraft  maintenance 

315 000 x 40 %  =  -  126 000 ( 1 )  AO2 

 

Ground services expenses 

210 000 x 20%  =  +  42 000 ( 1 )  AO2 

 

Depreciat ion 

1 800 000 x 8%  = 144 000 ( 1 )  AO3  

-48 000 ( 1  o f )  AO3 =  +  96 000  

 

Addit ional loan interest  

1 500 000 x 8%  =  +  120 000 ( 1 )  AO2 

 

W or k in g s 

Aircraft  hire 

125 000 x 2 =  250 000  ( 1 )  AO2 

 

 

 

 

 

 

 

 

 
 

Quest ion 

Num ber 

Answer Mark 

1 ( c)  AO1  ( 2 ) , AO2  ( 9 ) , AO3  ( 4 )  

A0 1 :  Tw o  m ar k s f o r  t r an sf er r in g  b a lan ce an d  

ca lcu la t in g  n ew  b alan ce. 

A0 2 :  N in e m ar k s f o r  ca lcu la t i on s.  

AO3 :  Fou r  m ar k s f o r  t w o  st ag e ca lcu la t ion s. 

 
 ( 1 5 )  

 



 
 
 
 
 
 
 
 

Quest ion 

Num ber 

I ndicat ive content  Mark 

1 ( d )  AO1  ( 1 ) , AO2  ( 1 ) , AO3  ( 5 ) , AO4  ( 5 )  

 

Potent ial argum ents to lease 

• No requirem ent  for m ajor loan and the r isk at tached 

to borrowing such a large sum . I nabilit y to repay 

loan if there is a down turn in the m arket  

• No interest  charge to im pact  upon profit .  Rem oval of 

r isk of interest  rate r ises 

• Lower or no repair costs to aircraft .  These costs m ay 

be factored into the annual lease charge and borne 

by the lessor  

• Cash flow ‘sm oothed’ as annual cost  of lease 

m atched to annual revenue 

• Cash inflow from  sale of exist ing planes. Although 

relat ively sm all this will be a valuable source of cash 

• More projected profit  (own figure)  using this m odel. 

 

Potent ial argum ents to buy 

• Long term  com m itm ent  to lease for 12 years. 

Weston Airways will be required to com m it  to a long 

term  cont ract  which m ay be difficult  to vary from  at  

a later date. Perhaps m ore flexible to buy 

• Aircraft  would be owned by Weston Airways. This 

would enable them  to m odify the aircraft  as 

required without  seeking the perm ission of the 

lessor 

• Hire total costs are higher than purchasing. The 

debate is whether to incur a m ajor loan at  the start  

or to m ake regular annual paym ents for the lease. 

The total cost  of purchase including loan repaym ent  

and interest  is less than the total lease charge over 

12 years 

• Cash flow m ore difficult  to m anage as there is 

considerable expenditure at  the start  of the project .  

The lease opt ion sm ooths the cash flow over the life 

of the project .  

 

Conclusion 

• Candidates m ay argue for lease or purchase. 

Candidate’s decision should be supported by key 

argum ents in arr iving at  that  decision. ( 1 2 )  

 



Level Mark Descriptor 

 0 A com pletely incorrect  response. 

Level 1 1-3 I solated elem ents of knowledge and understanding recall 

based. 

Weak or no relevant  applicat ion to the scenario set . 

Generic assert ions m ay be present . 

Level 2 4 -  6 Elem ents of knowledge and understanding, which are applied 

to the scenario. 

Chains of reasoning are present , but  m ay be incom plete or 

invalid. 

A generic or superficial assessm ent  is present . 

Level 3 7 -  9 Accurate and thorough understanding, supported throughout  

by relevant  applicat ion to the scenario. 

Som e analyt ical perspect ives are present , with developed 

chains of reasoning, showing causes and/ or effects.  

An at tem pt  at  an assessm ent  is presented, using financial 

and non- financial inform at ion, in an appropriate form at  and 

com m unicates reasoned explanat ions 

 

 

Level 4 10 -  12 Accurate and thorough knowledge and understanding, 

supported throughout  by relevant  and effect ive applicat ion to 

the scenario. 

A coherent  and logical chain of reasoning, showing causes 

and effects. 

Assessm ent  is balanced, wide ranging and well 

contextualised using financial and non- financial inform at ion 

and m akes inform ed recom m endat ions and decisions. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Quest ion 

Num ber 

Answer Mark 

2 ( a)  AO1  ( 1 4 ) , AO2  ( 1 )  

A0 1 :  Fou r t een  m ar k s f o r  r eco r d in g  t h e g iv en  en t r ies in  

t h e t r ia l  b a lan ce. 

A0 2 :  On e m ar k  f o r  d et er m in in g  t h e b a lan cin g  f i g u r e.  

 

                        Tr ial Balance at  30 Septem ber 2016 

                                        Dr                          Cr 

        £                £ 

Revenue      62 300 (1)AO1 

Returns inwards   1 150                              (1)AO1 

I nventory    5 350                              (1)AO1 

Purchases           25 100     (1)AO1 

Trade receivables    6 750                             (1)AO1 

Trade payables              8 200  (1)AO1 

Non-current  assets (cost )  25 000                             (1)AO1 

Provision for depreciat ion     7 500  (1)AO1 

General expenses    9 300                             (1)AO1 

Bad debts        450                             (1)AO1 

Rent  receivable      1 400   (1)AO1 

Bank overdraft          600   (1)AO1 

Drawings     6 460                              (1)AO1 

Suspense        440                   ____   (1)AO2 

              80 000           80 000 (1 of)  AO1     

Both totals 
 ( 1 5 )  

 



 
 
 

Quest ion 

Num ber 

Answer Mark 

2 ( b )  AO1  ( 5 ) , AO2  ( 8 )   

A0 1 :  Fiv e m ar k s f o r  r eco r d in g  t h e j ou r n al i sed  en t r y  in  

t h e su sp en se accou n t . 

A0 2 :  Eig h t  m ar k s f o r  d et er m in in g  t h e co r r ect ion  en t r y .  

 

( b )  ( i )  

 

                Journal 

                                            Dr                 Cr 

                                             £                  £ 

(1)   Purchases                 360                      (1)  AO2 

 Suspense                                       360 (1)  AO2 

 

(2)  Bank                         400                       (1)  AO2 

Suspense                                         400 (1)  AO2 

 

(3)  General expenses      130                        (1)  AO2 

Suspense                                        130  (1)  AO2 

 

(4)  Suspense                   450                       (1)  AO2 

Drawings                                         450  (1)  AO2 

 

                

        

 ( 8 )  

( b )  ( i i )  

                Suspense  Account  

      £                                                    £ 

Balance            440 (1)AO1      Purchases                360 (1)  AO1 

Drawings          450 (1)AO1         Bank                    400 (1)  AO1 

                       ___             General expenses 130 (1)  AO1 

            890                                        890 

   

( 5 )  

 

Accept  own figures from  (a)  and (b)  ( i)  ( 1 3 )  

 



 
 
 

 
 
 

Quest ion 

Num ber 

Answer Mark 

2 ( c)  AO1  ( 3 ) , AO2  ( 6 )  

A0 1 :  Th r ee m ar k s f o r  n am in g  er r o r s n o t  r ev ealed  b y  

t h e t r ia l  b a lan ce. 

A0 2 :  Six  m ar k s f o r  ex p la in in g  h ow  t h e t h r ee er r o r s 

occu r .  

 

Three from  the following:  

 

Error of or iginal ent ry (1)  AO1 +  (2)  AO2 for explanat ion 

Error of om ission (1)  AO1+  (2)  AO2 for explanat ion 

Error of com m ission (1)  AO1 +  (2)  AO2 for explanat ion 

Error of pr inciple (1)  AO1 +  (2)  AO2 for explanat ion 

Error of reversal (1)  AO1 +  (2)  AO2 for explanat ion 

Com pensat ing error  (1)  AO1 +  (2)  AO2 for explanat ion  ( 9 )  

Quest ion 

Num ber 

Answer Mark 

2 ( d )  AO1  ( 2 ) , AO2  ( 4 )   

A0 1 :  Tw o  m ar k s f o r  p lacin g  t h e op en in g  b alan ce on  t h e 

d eb i t  an d  b r in g in g  t h e closin g  b a lan ce d ow n  on  t h e 

d eb i t .  

AO2 :  Fou r  m ar k s f o r  co r r ect l y  se lect in g  an d  p lacin g  in  

t h e con t r o l  accou n t . 

 

Trade Receivables Cont rol Account  

                      £                                                £                   

Balance b/ d  5 630 (1)  AO1   Returns inwards   1 150 (1)AO2       

Revenue     62 300 (1)  AO2   Bank:  Receipts   59 580 (1)AO2         

                                           Bad debts             450 (1)  AO2       

                  _____                Balance c/ d         6 750  

                 67 930                                         67 930 

Balance b/ d  6 750 (1of)  AO1 No aliens      

 ( 6 )  

 



 
 
 
 
 
 
 

Quest ion 

Num ber 

I ndicat ive content  Mark 

2 ( e)  AO1  ( 1 ) , AO2  ( 1 ) , AO3  ( 5 ) , AO4  ( 5 )  

 

Potent ial argum ents for the policy of recording bad debts when 

they occur 

• I t  is sim ple to apply ent r ies need only be m ade when the 

bad debts occur. There are therefore fewer ent r ies as there 

is no m aintenance of an allowance for doubt ful debts 

account  

• Actual bad debts known will be known with precision and 

recorded when they occur 

• No est im ates or judgem ents will need to be m ade of 

potent ial debts. The recording of bad debts will be based 

upon actual figures. 

 

Potent ial argum ents against  the policy of recording bad debts 

when they occur 

• Accrual pr inciple/ prudence principle not  applied. There is a 

requirem ent  when preparing accounts to m atch 

expenditure with incom e. I t  would therefore be prudent  to 

allow for doubt ful debts which we know will occur, but  the 

extent  of which is uncertain 

• Profit  for  the year could be overstated because we are 

m aking the assum pt ion that  all debts will be realised 

through paym ent . This is probably unrealist ic to assum e 

that  all credit  debts will be paid 

• Business could be destabilised by a significant  bad debt  in 

the future. A significant  actual bad debt  could destabilise 

the business, although the im pact  could st ill be great ,  

advanced act ion could be taken if there was a process of 

reviewing and project ing potent ial non paym ent  

• Cannot  predict  future bad debts with accuracy. Events will 

largely be out  of our cont rol for  when a bad debt  occurs. 

 

Conclusion 

• Candidates m ay argue for or against  an allowance for 

doubt ful debts. Candidate’s decision should be supported 

by key argum ents in arr iv ing at  that  decision. 

 

Argum ents NOT accepted 

Tim e consum ing 

Need to em ploy an accountant  

 ( 1 2 )  

 



Level Mark Descriptor 

 0 A com pletely incorrect  response. 

Level 1 1-3 I solated elem ents of knowledge and understanding recall 

based. 

Weak or no relevant  applicat ion to the scenario set . 

Generic assert ions m ay be present . 

Level 2 4 -  6 Elem ents of knowledge and understanding, which are applied 

to the scenario. 

Chains of reasoning are present , but  m ay be incom plete or 

invalid. 

A generic or superficial assessm ent  is present . 

Level 3 7 -  9 Accurate and thorough understanding, supported throughout  

by relevant  applicat ion to the scenario. 

Som e analyt ical perspect ives are present , with developed 

chains of reasoning, showing causes and/ or effects.  

An at tem pt  at  an assessm ent  is presented, using financial 

and non- financial inform at ion, in an appropriate form at  and 

com m unicates reasoned explanat ions 

Level 4 10 -  12 Accurate and thorough knowledge and understanding, 

supported throughout  by relevant  and effect ive applicat ion to 

the scenario. 

A coherent  and logical chain of reasoning, showing causes 

and effects. 

Assessm ent  is balanced, wide ranging and well 

contextualised using financial and non- financial inform at ion 

and m akes inform ed recom m endat ions and decisions. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 



 

Quest ion 

Num ber 

Answer Mark 

3 ( a)  AO2  ( 8 )  

A0 2 :  Eig h t  m ar k s f o r  car r y in g  ou t  t h e ca lcu la t ion . 

 

Gross profit  as a percentage of revenue        

 

60 000 (1)AO2 x 100 =  40%  (1)  AO2       

150 000 

 

Percentage return on capital em ployed        

 

(2000)  +  4 000 =  2%  (1)  AO2       

60 000 +  40 000 (1)  AO2       

 

Current  rat io                                             

 

63 000 +  27 000    = 3: 1 (1)  AO2       

 25 000 +  5 000 (1)  AO2       

 

Liquid (acid test )  rat io                                          

 

27 000    (1)  AO2 = 0.9: 1 (1)  AO2                                              

25 000 +  5 000 
 

 ( 8 )  

 



 

 
 

Quest ion 

Num ber 

Answer Mark 

3 ( b )  AO2  ( 4 ) , AO3  ( 4 )   

A0 2 :  Fou r  m ar k s f o r  g iv in g  a q u al i t a t i v e st a t em en t  o f  

h ow  t h e r at io  ca lcu la t ed  com p ar es t o  t h e in d u st r y  

av er ag e. 

A0 3 :  Fou r  m ar k s an aly sin g  a p ossib le r eason  f o r  t h a t  

v ar ian ce. 

 

Gross profit  as a percentage of revenue 

I s bet ter than the indust ry average. (1)  AO2 This m ay be due to 

higher pr ices or lower purchasing costs. (1)  AO3 

 

Percentage return on capital em ployed 

This is worse than the indust ry average.  (1)  AO2 This m ay be 

due to higher expenses or high bank loans. (1)  AO3 

 

Current  rat io 

This is m uch higher than the indust ry average, but  there are 

idle funds. (1)  AO2 

This m ay be due to an excessive inventory holding. (1)  AO3 

Liquid (acid test )  rat io 

This is at  the indust ry average and close to the 1: 1 benchm ark. 

(1)  AO2 

This is at  the appropr iate level because the current  liabilit ies 

can be m et  by the liquid assets of the business. (1)  AO3  

 

 ( 8 )  

Quest ion 

Num ber 

Answer Mark 

3 ( c)  AO1  ( 1 )   

A0 1 :  On e m ar k  f o r  id en t i f y in g  each  p ossib le            

n on - f i n an cia l  f act o r . 

 

Skill of the workforce 

Qualit y/ design of the product  

Reputat ion/  im age of the business 

Locat ion of prem ises 

Branding 

Relat ionships with suppliers 

 

 

4 points x (1)  AO1   ( 4 )  

 



 

 
 
 
 
 

Quest ion 

Num ber 

Answer Mark 

3 ( d )  AO1  ( 4 )   

A0 1 :  Tw o  m ar k s r eca l l in g  t h e d ef in i t ion  o f  g ood w i l l  

an d  car r y in g  ou t  t h e d ed u ct ion  o f  t h e t w o  f ig u r es. 

 

( i)  Goodwill is the price paid (1)  AO1 in excess of the net  

book value of tangible assets in the business 

purchased.(1)  AO1 

 

( ii)  Good will is £85 000 -  £60 000 (1)  AO1  

         =  £25 000(1)  AO1 
 

 ( 4 )  

Quest ion 

Num ber 

I ndicat ive content  Mark 

3 ( e)  AO2  ( 1 ) , AO3  ( 2 ) , AO4  ( 3 )  

 

Potent ial argum ents in favour of purchase 

• Gross m argin is higher than the indust ry average, so 

business profitable. Every Day Wear is able to either 

sustain charging higher pr ices in the m arket  or obtaining 

highly com pet it ive pr ices from  suppliers 

• Acid test  liquidity is good with the business perform ing at  

the benchm ark level and able to pay its short  term  debts. 

Com pared to the Sector, Every Day wear is very slight ly 

above level of the Sector. 

 

Potent ial argum ents against  the purchase 

• ROCE is low, this could be due to either high expenses 

including bank interest  or a higher capital em ployed 

because the business has a £40 000 bank loan 

• The business has excessive inventory for which there is 

the r isk that  it  m ay becom e outdated. Every Day Wear is 

providing clothing upon which fashion has an im pact . The 

longer inventory is held the greater the r isk of it  

becom ing outdated  

• The goodwill purchase m ay be high for a business with 

such low ROCE. 

 

Conclusion 

• Candidates m ay argue for or against  the purchase of 

Every Day Wear. Candidate’s decision should be 

supported by key argum ents in arr iv ing at  that  decision. ( 6 )  

 



 
 
 
 
 
 
 
 

Level Mark Descriptor 

 0 A com pletely incorrect  response. 

Level 1 1-2 I solated elem ents of knowledge and understanding which are 

recall based. 

Generic assert ions m ay be present . 

Weak or no relevant  applicat ion to the scenario set .  

Level 2 3-4 Elem ents of knowledge and understanding, which are applied 

to the scenario. 

Som e analysis is present , with developed chains of 

reasoning, showing causes and/ or effects applied to the 

scenario, although these m ay be incom plete or invalid.  

An at tem pt  at  an evaluat ion is presented, using financial and 

perhaps non- financial inform at ion, with a decision. 

Level 3 5-6 Accurate and thorough knowledge and understanding.  

Applicat ion to the scenario is relevant  and effect ive. 

A coherent  and logical chain of reasoning, showing causes 

and effects is present . 

Evaluat ion is balanced and wide ranging, using financial and 

perhaps non- financial inform at ion and an appropriate 

decision is m ade. 
 

 



 

 
 
 

Quest ion 

Num ber 

Answer Mark 

4 ( a)  AO1  ( 4 )  

A0 1 :  Fou r  m ar k s f o r  ex p la in in g  t w o  d i f f er en ces. 

 

Receip t s an d  

p ay m en t s 

I n com e an d  

Ex p en d i t u r e 

Cash book of a club I ncom e statem ent  of a 

club 

 

Cash/ bank paym ent  

sum m ary 

I ncludes non-cash item s 

e.g depreciat ion 

Balance carr ied 

forward to next  year ’s 

account  

New account  each year, 

no balance carr ied 

forward 

 

( 1 )   Mark for each point  which is related to the specific 

account  x 4 

 ( 4 )  

Quest ion 

Num ber 

Answer Mark 

4 ( b ) ( i )  AO2  ( 3 ) , AO3  ( 2 )   

A0 2 :  Th r ee m ar k s f o r  ap p ly in g  co r r ect  f ig u r es t o  t h e 

accou n t . 

AO3 :  Tw o  m ar k s f o r  ca lcu la t i n g  t h e b ad  d eb t s an d  

in com e an d  ex p en d i t u r e t r an sf er . 

 
                  Annual Subscript ions Account  

                      £                                         £ 

2015               2015                                             

1 Sept  Balance b/ d    900      1 Sept   Balance b/ d   350 ( 1 )  AO2         

31 Aug I ncome and 

 expenditure  4 140     2015/ 16  Bank      4 250 ( 1 )  AO2 

                  ( 1 )  AO3          

             2016              2016                         

                                            31 Aug Bad debts     270  ( 1 )  AO3          

31 Aug Balance c/ d      530     31 Aug Balance c/ d  700 

                                                        5 570                        

           5 570 

1 Sept   Balance c/ d     700      1 Sept  Balance c/ d    530 ( 1 )  AO2 ( 5 )  

 



 

 
 
 

Quest ion 

Num ber 

Answer Mark 

4 ( b ) ( i i )  AO2  ( 4 ) , AO3  ( 1 )  

A0 2 :  Fou r  m ar k s f o r  ap p ly in g  co r r ect  f ig u r es t o  t h e 

accou n t .  

AO3 :  On e m ar k  f o r  ca lcu la t in g  t h e t r an sf er . 

 
              Life Membership Account  

                       £                                         £                      

2015                                         2015 

                                     1 Sept    Balance b/ d 30 400 ( 1 )  AO2    

                                     2015/ 16 Bank            1 600 ( 1 )  AO2   

2016                                        2016 

31 Aug I ncome and  

Expenditure                3 200( 1 )  AO3    

31 Aug  Balance c/ d    28 800( 1 )  AO2                        _____                

                       32 000                                   32 000 

                                           1 Sept  Balance b/ d    28 800 ( 1  o f )   

AO2     ( 5 )  

Quest ion 

Num ber 

Answer Mark 

4 ( c)  AO2  ( 2 )   

A0 2 :  Tw o  m ar k s f o r  id en t i f y in g  an d  t o t a l l i n g  t h e 

asset s an d  l iab i l i t i es o f  t h e clu b . 

 
Assets          £            Liabilit ies                   £ 

Subscript ions in arrears        700           Subscr ipt ions in advance         530 

Clubhouse (at  book value)   55 000            Life membership                28 800 

Bank                                   1 950           5%  Bank loan               6 000 

                                                              Trade payables                       825 

                                                               Accrued expenses                  235  

    57 650 ( 1 )  AO2                              36 390( 1 o f )  AO2   

 

   Accumulated Fund at  31 August  2016 £21 260    ( 2 )  

 



 
 
 

Quest ion 

Num ber 

Answer Mark 

4 ( d )  AO1  ( 4 ) , AO2  ( 3 ) , AO3  ( 1 )  

AO1 :  Fou r  m ar k s f o r  co r r ect l y  p ost in g  f ig u r e. 

A0 2 :  Th r ee m ar k s f o r  co r r ect l y  p ost in g  f ig u r es an d  

lab el l in g .  

AO3 :  On e m ar k  f o r  id en t i f y in g  t w o  n on - cu r r en t  

l i ab i l i t i es an d  t o t a l l i n g  t h e sect ion . 

 
Sandy Bay Social Club 

Statement  of Financial Posit ion at  31 August  2016 

 

Asset s     £  £ 

Non-current  assets 

Clubhouse (at  book value)                                55 000 ( 1 )  AO1   

Current  assets 

Subscript ions in arrears           700 ( 1 )  AO2     

Bank                            1 950 

              2 650 

            57 650 ( 1 )  AO2    

Liab i l i t ies 

Accumulated fund            21 260 ( 1 )  AO1    

 

 

Non-current  liabilit ies 

5%  Bank loan ( repayable 30 June 2020)  6 000 ( 1 )  AO1    

Life membership subscript ions       28 800  

                      34 800 ( 1 )  AO3   

Current  liabilit ies 

Subscript ions in advance             530 ( 1 )  AO2    

Trade payables                                 825 

Other payables                                         235 ( 1 )  AO1  

               1 590 

               57 650 

          ( 8 )  

 



 
 
 
 
 
 
 
 
 
 
 
 

Quest ion 

Num ber 

I ndicat ive content  Mark 

4 ( e)  AO2  ( 1 ) , AO3  ( 2 ) , AO4  ( 3 )  

 

Potent ial argum ents for life m em bership 

• Posit ive init ial cash flow. As m em bers take up the opt ion 

of life m em bership, sum s in excess of the norm al annual 

subscript ion will be received in cash and raising the cash 

balance 

• Ties m em bers to the club long term . I f m em bers have 

subscribed to a life m em bership they will be m ore inclined 

to retain contact  with the club long term  

• May at t ract  new m em bers because of the discount  offered. 

Viewed in cost  per annum  the subscript ion will seem  

cheaper than an individual annual subscript ion 

• The cash inflow could be used to pay back the loan 

• Probably reduces bad debts. Certainly there will be fewer 

subscript ions in arrears. Tim e will be saved in ‘chasing’ 

debts. 

 

Potent ial argum ents against  using life m em bership 

• Does the club need the advanced cash paym ent  when it  

has a surplus and cash in the bank? There is no pressing 

need to br ing in cash to the club 

• Creates a long term  liabilit y to provide the service. The 

club will be com m it t ing it self to provide the long term  

provision of services for an up front  paym ent  

• Probably delivered at  a substant ial discount . The charge 

for the life t im e m em bership has not  been stated but  this 

will probably have to be offered at  a substant ial discount  

to at t ract  m em bers to subscribe. This will have a long 

term , ongoing, det r im ental im pact  on future surpluses. 

 

Conclusion 

• Candidates m ay argue for or against  life m em bership. 

Candidate’s decision should be supported by key 

argum ents in arr iving at  that  decision. 

 ( 6 )  

 



Level Mark Descriptor 

 0 A com pletely incorrect  response. 

Level 1 1-2 I solated elem ents of knowledge and understanding which are 

recall based. 

Generic assert ions m ay be present . 

Weak or no relevant  applicat ion to the scenario set .  

Level 2 3-4 Elem ents of knowledge and understanding, which are applied 

to the scenario. 

Som e analysis is present , with developed chains of 

reasoning, showing causes and/ or effects applied to the 

scenario, although these m ay be incom plete or invalid.  

An at tem pt  at  an evaluat ion is presented, using financial and 

perhaps non- financial inform at ion, with a decision. 

Level 3 5-6 Accurate and thorough knowledge and understanding.  

Applicat ion to the scenario is relevant  and effect ive. 

A coherent  and logical chain of reasoning, showing causes 

and effects is present . 

Evaluat ion is balanced and wide ranging, using financial and 

perhaps non- financial inform at ion and an appropriate 

decision is m ade. 
 
 

 
 

 

 

Quest ion 

Num ber 

Answer Mark 

5 ( a)  AO1  ( 4 )  

A0 1 :  Fou r  m ar k s f o r  ex p la in in g  t h e t w o  t er m s. 

 

A variable cost  varies direct ly ( 1 )  with act ivity levels ( 1 )  

Fixed costs do not  change ( 1 )  with the level of act iv ity ( 1 )  

         ( 4 )  

Quest ion 

Num ber 

Answer Mark 

5 ( b )  AO1 ( 2 )   

A0 1 :  Tw o  m ar k s f o r  car r y in g  ou t  t h e ca lcu la t ion . 

 

Variable costs – Call charges ( 1 )  

Fixed cost  – Depreciat ion of phone or network rental ( 1 )  

 ( 2 )  

Quest ion 

Num ber 

Answer Mark 

5 ( c)  AO2 ( 1 2 ) , AO3 ( 4 )  

A0 2 :  Tw elv e m ar k s f o r  car r y in g  ou t  t h e ca lcu la t ion . 

AO3 :  Fou r  m ar k s f o r  car r y in g  ou t  m u l t ip le  

ca lcu la t ion s co r r ect l y . 

 

  ( 1 6 )  

 



 

Com p an y  Sales Man ag er  Pu r ch asin g  Man ag er  

 

Nat ional Telecom  

 

Fixed costs        £ 

Depreciat ion     10 ( 1 )  AO2 

Rental              50 

                            60( 1 )  AO3 

Sem i-var/ Vari 

Call                  10 

                       10 

                           20( 1 )  AO3 

Total cost              80( 1  o f )  AO2 

 

Fixed costs       £ 

Depreciat ion   10 

Rental            50 

                        60 

Variable 

Call costs            6( 1 )  AO2 

Total costs        66( 1  o f )  AO2 

One2One Link 

 

Fixed costs        £ 

Depreciat ion    13 

Rental             10 

                           23( 1 )  AO3 

Variable 

Call                      90  ( 1 )  AO2 

                           90 

Total cost            113( 1  o f )  AO2 

 

Fixed costs       £ 

Depreciat ion    13 

Rental             10 

                        23 

Variable 

Call                   45       ( 1 )  

AO2            

                        45 

Total cost           68( 1  o f )  AO2 

Speed Call 

 

Fixed costs        £ 

Depreciat ion       6 

Rental              45 

                            51 ( 1 )  AO3 

Variable 

Call                  48 ( 1 )  AO2 

                           48 

Total cost              99( 1  o f )  AO2 

 

Fixed costs      £ 

Depreciat ion    6 

Rental           45 

                         51  

Variable 

Call               24 ( 1 )  AO2 

                        24 

Total cost           75( 1  o f )  AO2 

 
 

 
 
 
 
 
 
 
 
 

Quest ion 

Num ber 

Answer Mark 

5 ( d )  AO1 ( 2 )  

A0 1 :  Tw o  m ar k s f o r  id en t i f i cat ion . 

 

• Sales Manager                    Nat ional Telecom  ( 1 o f )  

• Purchasing Manager            Nat ional Telecom   ( 1 o f )

  

  ( 2 )  

 



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Quest ion 

Num ber 

I ndicat ive content  Mark 

5 ( e)  AO2  ( 1 ) , AO3  ( 2 ) , AO4  ( 3 )  

 

Potent ial argum ents for apport ionm ent  

• Overhead is divided on the m ost  reasonable basis. The 

sales and purchasing m anagers will be responsible for the 

provision of services to a num ber of departm ents. There is 

a requirem ent  to apport ion this cost  and the m ost  

reasonable basis for apport ionm ent  m ust  be determ ined 

• A fair  share of overheads is at tached to each departm ent . 

What  am ounts to a ‘fair  share’ will be determ ined by the 

m ethod of apport ionm ent  chosen 

• The apport ionm ent  will be based upon the cost  dr iver for 

that  overhead. The factor which links the expenditure to 

the volum e of use m ust  be determ ined. 

 

Potent ial argum ents against  apport ionm ent  

• The division of the cost  is an est im ate of use and not  a 

precise calculat ion 

• Apport ionm ent  can be an accurate calculat ion because 

there is a st rong link between the cost  and the ‘dr iver’.  

However, the link can be arbit rary if the link between the 

cost  and the ‘dr iver’ is not  st rong 

• Requires considerable work to determ ine the basis of 

apport ionm ent . Detailed considerat ion of the driving 

factors and collect ion of data to enable the 

apport ionm ent  to be com pleted will be required 

 

Conclusion 

• Candidates m ay argue for or against  apport ioning the 

m obile phone costs. Candidate’s decision should be 

supported by key argum ents in arr iv ing at  that  decision.

  

  ( 6 )  

 



Level Mark Descriptor 

 0 A com pletely incorrect  response. 

Level 1 1-2 I solated elem ents of knowledge and understanding which are 

recall based. 

Generic assert ions m ay be present . 

Weak or no relevant  applicat ion to the scenario set .  

Level 2 3-4 Elem ents of knowledge and understanding, which are applied 

to the scenario. 

Som e analysis is present , with developed chains of 

reasoning, showing causes and/ or effects applied to the 

scenario, although these m ay be incom plete or invalid.  

An at tem pt  at  an evaluat ion is presented, using financial and 

perhaps non- financial inform at ion, with a decision. 

Level 3 5-6 Accurate and thorough knowledge and understanding.  

Applicat ion to the scenario is relevant  and effect ive. 

A coherent  and logical chain of reasoning, showing causes 

and effects is present . 

Evaluat ion is balanced and wide ranging, using financial and 

perhaps non- financial inform at ion and an appropriate 

decision is m ade. 
 
 
 
 

 
 
 

Quest ion 

Num ber 

Answer Mark 

6 ( a)  AO1  ( 4 )   

AO1 :  Fou r  m ar k s f o r  co r r ect  ex p lan at ion s. 

 

Capital expenditure is the acquisit ion of or enhancem ent  of non-

current  assets ( 1 )  which will provide a benefit  to the business 

for m ore than one year. ( 1 )  

 

Revenue expenditure is day to day expenditure ( 1 )  the benefit  

of which will only be in the current  year. ( 1 )  

 ( 4 )  

 



 
 
 
 
St r a ig h t  l in e Redu cin g  b a lan ce 

                                 £ 

Cost                         25 000 

30 September 2014   2 500 ( 1 )  AO2 

Carrying value         22 500 

30 September 2015   2 500 ( 1 )  AO2 

Carrying value           20 000  

 

                                            £ 

Cost                         25 000 

30 September 2014   5 000 ( 1 )  AO2 

 Carrying value        20 000 

30 September 2015   4 000 ( 1 )  AO2 

Carrying value         16 000 

 

D i f f er en ce  

Reducing balance  5 000 +  4 000 =  9 000  

St raight  line         2 500 +  2 500 =  5 000  

Difference                                 4 000 ( 2 / 1  o f )  AO3 

 

OR carrying value 

Reducing balance 16 000 

St raight  line        20 000 

Difference             4 000 ( 2 / 1  o f )  AO3 

 

Quest ion 

Num ber 

Answer Mark 

6 ( b )  AO1  ( 4 )   

AO1 :  Fou r  m ar k s f o r  co r r ect  ex p lan at ion . 

A proport ion of the non-current  asset  value (depreciat ion)  ( 1 )  

will be charged to the Statem ent  of Profit s or Losses and Other 

Com prehensive I ncom e. ( 1 )  

 

The non-current  asset  will be recorded in the Statem ent  of 

Financial Posit ion at  or iginal cost  ( 1 )  less accum ulated 

depreciat ion ( 1 )  to give the carrying value which will be totalled 

with the other assets. 

 ( 4 )  

Quest ion 

Num ber 

Answer Mark 

6 ( c)  AO3  ( 2 )  

AO3 :  Tw o  m ar k s f o r  an aly sin g  t h e scen ar io  an d  

d et er m in in g  t h e con cep t . 

 

( i)  Prudence ( 1 )  

( ii)  Consistency ( 1 )    
( 2 )  

Quest ion 

Num ber 

Answer Mark 

6 ( d ) ( i )   AO2  ( 5 ) , AO3  ( 1 )  

A0 2 :  f i v e m ar k s f o r  co r r ect  ca lcu la t ion .  

AO3 :  On e m ar k  f o r  an aly sin g  t h e d i f f er en ce. 

 
( 6 )  

 



 
 

 
 
 
 
 
 
 
 

Quest ion 

Num ber 

Answer Mark 

6 ( d )  ( i i )  AO2  ( 2 )  

A0 2 :  Tw o  m ar k s f o r  co r r ect  ca lcu la t ion .  

 

30 September 2016  16 000 ( 1  o f )  x 20%  =   3 200 ( 1 )  AO2       

                               ( 2 )  

Quest ion 

Num ber 

Answer Mark 

6 ( e)  AO2  ( 5 ) , AO3  ( 1 )  

A0 2 :  Fiv e m ar k s f o r  co r r ect l y  p ost in g  f ig u r es an d  

lab el l in g .  

AO3 :  On e m ar k  f o r  co r r ect l y  p ost in g  t h e an n u al  

d ep r ecia t ion  an d  d i f f er en ce. 

 
Computers -  Provision for Depreciat ion Account  

                                          £         £ 

2014              2014 

30 Sept     Balance c/ d      2 500       30 Sept  I ncom e Statement    2 500 ( 1 )  AO2              

                                      2 500          2 500 

2015                                                                     2015 

30 Sept     Balance c/ d      5 000   1 Oct       Balance b/ d            2 500 ( 1 )  AO2       

   ____   30 Sept   I ncome statement    2 500 ( 1 )  AO2       

   5 000                      5 000 

2016               2016 

30 Sept    Balance c/ d      12 200      I  Oct         Balance b/ d         5 000 ( 1  o f )  AO2       

____       30 Sept    I ncom e Statem ent    7 200 ( 1  o f )  AO3      

              12 200       (3 200 + 4 000)      12 200 

                  1 Oct          Balance b/ d        12 200 ( 1  o f )  AO2      

 ( 6 )  

 



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Quest ion 

Num ber 

I ndicat ive content  Mark 

6 ( f )  AO2  ( 1 ) , AO3  ( 2 ) , AO4  ( 3 )  

 

Potent ial argum ents for keeping st raight  line 

• Sim ple to calculate, easier to use. The calculat ion is a 

st raight  percentage of cost  

• Consistent  to retain st raight  line m ethod. Applying the 

consistency concept  it  would be bet ter to retain the 

current  m ethod 

• Equal usage in each year. The st raight  line concept  is valid 

on the grounds that  the usage of the non-current  asset  

will probably be the sam e each year. Therefore an equal 

am ount  of depreciat ion should be charged against  incom e 

• Tim e and skill required to restate previous year’s figures. 

Re-calibrat ing the overhead calculat ions will take t im e and 

account ing skills.  

 

Potent ial argum ents against  keeping st raight  line 

• Com puters depreciate by m ore than 10%  per annum . 

Com puters tend to lose considerable value in the early 

years, a 10%  charge will understate the depreciat ion 

incurred 

• Carrying value will be higher than m arket  value for m any 

years. The non-current  asset  will therefore be overvalue 

in the financial posit ion statem ent  

• Applying the concept  of prudence, the change in m ethod 

is advised. The change would ensure that  depreciat ion 

charged would be appropriate to the value of the non-

current  asset .  

 

Conclusion 

• Candidates m ay argue for or against  retaining st raight  

line. Candidate’s decision should be supported by key 

argum ents in arr iving at  that  decision. 

 ( 6 )  

 



Level Mark Descriptor 

 0 A com pletely incorrect  response. 

Level 1 1-2 I solated elem ents of knowledge and understanding which are 

recall based. 

Generic assert ions m ay be present . 

Weak or no relevant  applicat ion to the scenario set .  

Level 2 3-4 Elem ents of knowledge and understanding, which are applied 

to the scenario. 

Som e analysis is present , with developed chains of 

reasoning, showing causes and/ or effects applied to the 

scenario, although these m ay be incom plete or invalid.  

An at tem pt  at  an evaluat ion is presented, using financial and 

perhaps non- financial inform at ion, with a decision. 

Level 3 5-6 Accurate and thorough knowledge and understanding.  

Applicat ion to the scenario is relevant  and effect ive. 

A coherent  and logical chain of reasoning, showing causes 

and effects is present . 

Evaluat ion is balanced and wide ranging, using financial and 

perhaps non- financial inform at ion and an appropriate 

decision is m ade. 
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