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Gen er al  Mar k in g  Gu id an ce  
 

 

 

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

Exam iners must  mark the first  candidate in exact ly the same 

way as they mark 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 marks 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) ( i )  AO1  ( 4 )  

AO1 :  Fou r  m ar k s f o r  co r r ect  id en t i f i cat ion  

an d  calcu lat ion  o f  cost s t o  ar r i v e at  st an d ar d  

cost . 
 
Standard cost  of one pair of t rousers =  

 
(0.75 hours x £7.20)  +  (2.5 sq m  x £3.46)  +  

(£17 000 /  20 000)  
 
=  £5.40 (1)  AO1 +  £8.65 (1)  AO1 +  £0.85 (1)  
AO1 =  £14.90 (1)  o/ f AO1 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

( 4 )  

 

Quest ion 

Num ber 

Answer Mark 

1  ( a) ( i i )  AO1  ( 6 ) , A0 2  ( 3 ) , A0 3  ( 1 )  

AO1 :  Six  m ar k s f o r  calcu la t ion s t o  f in d  cost  

t o t a ls an d  ov er al l  cost .  

AO2 :  Th r ee m ar k s f o r  ap p l i cat ion  o f  

k n ow led g e in  calcu lat ion s.  
AO3 :  On e m ar k  an aly sis o f  p ay  r i se. 

 
Actual cost  of 20 000 pairs of t rousers =  

 
Labour 
(£7.20 x 0.75)  (1)  AO2  x 20 000   =   108 000 (1)  AO1 

Plus 

(850 x £7.20)  =   6 120 (1)  AO1 
Plus 

(0.25 hour x £7.20(1)  AO2 

x 10 000 x 0.05 (1) )  AO3 =  900 (1)  AO1 
115 020 

 
Material   (£8.65 x 15 000)  =  129 750 (1)  AO1 

Plus (£8.9  x 5 000)  =   44 500 (1)  AO2 
174 250 

 
                           Fixed overheads   =   15 730  (1)  AO1 

                                                     305 000 (1)  o/ f AO1 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
( 1 0 )  



 

Quest ion 

Num ber 

Answer Mark 

1  ( a) ( i i i )  AO1  ( 3 )  

AO1 :  Th r ee m ar k s f o r  co r r ect  id en t i f i cat ion  o f  

f ig u r es an d  calcu lat ion  t o  ar r i v e at  act u al  

cost . 
 
Actual cost  of one pair of t rousers =  

 
£305 000 (1)  o/ f AO1 =  £15.25 (1)  o/ f AO1 

20 000 (1)  AO1 

 
 
 
 
 
 
 
 
 
 
 
 

( 3 )  

 

Quest ion 

Num ber 

Answer Mark 

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

AO2 :  Th r ee m ar k s f o r  co r r ect  ap p l i cat ion  o f  

d at a an d  calcu la t ion  o f  lab ou r  r a t e  v ar ian ce. 

AO3 :  Tw o  m ar k s f o r  co r r ect  an aly sis o f  d at a  

an d  u se in  calcu lat ion  o f  lab ou r  r a t e  

v ar ian ce.  
 

Labour rate variance 
=   (£7.20 (1)  AO2  -  115 020)  (1)  o/ f AO3  x 15 850 (1)  AO2 

                                  15 850)(1)  AO3 

 
=  (£7.20 -  £7.2568)   x 15 850 =  £900 Adv  (1)  o/ f AO2 

 
 
 
 
 
 
 
 
 
 
 
 

 
( 5 )  

 

Quest ion 

Num ber 

Answer Mark 

1  ( b ) ( i i )  AO2  ( 4 )  

AO2 :  Fou r  m ar k s f o r  ap p l i cat ion  o f  d a t a t o  

calcu la t e  lab ou r  e f f i cien cy  v ar ian ce.  
 
Labour efficiency variance 
=  (15 000 (1)  AO2 – 15 850(1) )  AO2  x £7.20 (1)  AO2 

=  £6 120 Adverse (1)  AO2 

 

 
 
 
 
 
 
 

( 4 )  

 

Quest ion 

Num ber 

Answer Mark 

1  ( b ) ( i i i )  AO2  ( 3 )  

AO2 :  Th r ee m ar k s f o r  ap p l i cat ion  o f  d at a t o  

calcu la t e  lab ou r  r a t e  v ar ian ce. 
 
Total labour rate variance 

=  (£900 Adv (1)  o/ f AO2 +  £6 120 Adv(1)  o/ f)  

AO2 
=  £7 020 Adverse (1)  o/ f AO2 

 
 
 
 
 
 
 
 

 
( 3 )  



 

Quest ion 

Num ber 

Answer Mark 

1  ( b ) ( i v )  AO2  ( 2 ) , AO3  ( 3 )  

AO2 :  Tw o  m ar k s f o r  co r r ect  ap p l i cat io n  o f  

d at a an d  calcu la t ion  o f  m at er ia l  p r i ce 

v ar ian ce.  

AO3 :  Th r ee m ar k s f o r  co r r ect  an aly sis o f  d at a  

an d  u se in  calcu la t ion  o f  m at er ia l  p r i ce  

v ar ian ce.  
 
Mater ial pr ice var iance =  
(£3.46 (1)  AO2 -  £174 250)  (1)  o/ f AO3 X 50 000 (1)  AO3 

50 000 )  (1)   AO3 
 
=    £1 250 Adverse (1)  o/ f AO2 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

( 5 )  



 £  

Budgeted Cost  of 

Output  

298 000 

(1)  o/ f 
AO2 

Labour var iance 7 020 

Adv (1)  

o/ f 

AO2 

Mater ial variance 1 250 

Adv (1)  

o/ f 

AO2 

Overhead Variance 1 270 

Fav (1)  
AO2 

Variances Total 7 000 

Adv (1)  

o/ f 

AO2 

Actual Cost  of Output  305 000 
(1)  o/ f 

AO2 

 

 

Quest ion 

Num ber 

Answer Mark 

1  ( c)  AO2  ( 6 )  

AO2 :  Six  m ar k s f o r  co r r ect  id en t i f i cat ion  an d  

calcu la t ion  o f  cost s an d  v ar i an ces t o  

com p let e r econ ci l i at ion  
 

Recon ci l ia t ion  St a t em en t  f o r  Sep t em ber  2 0 1 7  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
( 6 )  

 

 
 

 

 

Quest ion 

Num ber 

Answer Mark 

1 ( d )  AO1  ( 3 )  

AO1 :  Th r ee m ar k s f o r  co r r ect  id en t i f i cat ion  

an d  o f  r eason s.  
 
Reasons for fixed overheads being below budget :  

- reduct ion in rent  payable (1)  AO1 
- reduct ion in m anagers salar ies (1)  AO1 

- reduct ion in depreciat ion (1)  AO1 

- reduct ion in heat ing costs (1)  AO1 

-  incorrect  budget  set t ing (1)  AO1 

- any other suitable reason 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

( 3 )  



 

 

Quest ion 

Num ber 

I ndicat ive content  Mark 

1  ( e)  A0 1  ( 1 ) , A0 2  ( 1 ) , A0 3  ( 4 ) , A0 4  ( 6 )  

 
For Keeping 50%  m ark up 

• Need to m aintain profit  m argin, cannot  keep 

sam e selling price for ever. 

• Custom ers may be quite willing to pay the 

higher price. The m arket  m ay be able to 

carry this level of m ark-up. 
• New pr ice m ay st ill be below that  of r ival 

firm s. 

• The increase in costs is £0.35, so this would 

m ean an increase of £0.52 pence in the 

sales price. The selling price would r ise from  

£22.35 to £22.87. Would customers not ice 

this increase? 
• Profit  would r ise to £7.62 per it em  from  

£7.45 per item . 
 
Against  

• Passing on the increase in product ion cost .  

• Could absorb r ising costs by increasing 

efficiency. Som e areas are becom ing m ore 

efficient  -  there seem s to have been som e 

reduct ion in costs in overheads. 

• Custom ers could be unhappy and go to a 

r ival supplier. The m arket  m ay be very 

com pet it ive. 

• New pr ice could pr ice m ake firm ’s price 

higher than rivals. 
• The increase in costs is £0.35, so this would 

m ean an increase of £0.52 pence in the 

sales price to £22.87. Would custom ers find 

this too m uch? 

• Som e of the increased costs were because 

of the problem s with the elect r icity supply – 

is it  fair  that  custom ers should carry the 

burden of this problem ? 

• The cut t ing departm ent  has been awarded a 

5%  wage r ise but  not  the sewing 

department . This m ight  cause dissent  and a 

claim  for a higher wage by sewing staff,  

thus leading to a r ise in labour wages. 
 
Decision 

Candidates m ay argue for or against  cont inuat ion 

of a m ark-up of 50% . The decision should be 

supported by reference to key points of their 

argum ent . 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

( 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 maybe non- financial informat 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 m aybe non- financial 

inform at ion and m akes inform ed recom m endat ions and 

decision(s) . 



 

Quest ion 

Num ber 

Answer Mark 

2  ( a)  A0 1  ( 6 )  

AO1 :  Six  m ar k s f o r  co r r ect  v alu es an d  

calcu la t ion  t o  ar r i v e at  v alu e . 
 

Calculat ion of Purchase price for Hom esales plc 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

( 6 )  

  Hom esales plc (£000)   

Buildings 20 000 

Com puters 4 000 (1)  AO1 
(any 2 NCA)  

Fixtures and Fit t ings 1 400 

Vehicles 700 (1)  AO1 
(next  two NCA)  

I nventory 340 

Trade receivables 2 110 (1)  AO1 
(any 2 CA)  

Cash and Cash 

equivalents 

565 (1)  AO1 

Bank loan (3100)  

Trade payables (770)  

Other payables (110)  (1)  AO1 

(all 3 Liabs)  

  

Value of Hom esales 

plc 

25 135 (1)  o/ f AO1 

 

Quest ion 

Num ber 

Answer Mark 

2  ( b )  A0 2  ( 2 ) , A0 3  ( 2 )  

AO2 :  Tw o  m ar k s f o r  co r r ect  ap p l i cat io n  an d  

calcu la t ion  t o  ar r i v e at  v alu e o f  o f f er .  

AO3 :  Tw o  m ar k s f o r  co r r ect  an aly sis o f  o f f er  

an d  d ecision .  
 
The offer values Hom esales plc at  (10 m  x £2.50)  

(1)  AO2 =  £25 m illion (1)  AO2 

This is less than the value of Homesales plc which 

is £25.135 (1)  AO3 
There is no goodwill /  goodwill is negat ive (1)  AO3 

 
 
 
 
 
 
 
 
 
 
 
 

 
( 4 )  



 

Quest ion 

Num ber 

Answer Mark 

2  ( c)  A0 1  ( 1 ) , A0 2  ( 3 )  

AO1 :  On e m ar k  f o r  co r r ect  v alu e o f  n ew  

o f f er .  

AO1 :  Th r ee m ar k s f o r  an aly sis o f  o f f er  an d  

calcu la t ion  o f  g ood w i l l . 
 

New offer is (10m  x £3)  (1)  AO2 

=  £30 m illion (1)  AO1 

Less Value of Hom esales at  

(£25.135)  m illion (1)  o/ f AO2 

Goodwill =  £4.865 m illion (1)  o/ f AO2 

 
 
 
 
 
 
 
 
 
 
 
 

 
( 4 )  

 

Quest ion 

Num ber 

Answer Mark 

2  ( d ) ( i )  A0 1  ( 1 ) , A0 2  ( 7 )  

AO1 :  On e m ar k  f o r  co r r ect  b alan cin g  o f f  

accou n t .  

AO1 :  Sev en  m ar k s f o r  co r r ect  en t r ies in t o  t h e 

accou n t .  
 

Dig i t a l  Est at es p lc Real i sat ion  Accou n t  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

( 8 )  

  £ 000’s  £ 000’s  

Buildings 22 000 Bank loan 5 500 

Com puters 5 600 Trade 

payables 

1 050 

Fixtures and 

Fit t ings 

1 900 Other 

payables 

250 

(1)  AO2 
all three 

Motor 

vehicles 

1 200 
(1)  

AO2 all 

four 

Redbr icks plc 
AO2 

(Purchase 

Considerat ion)  

(1)  

42 000 
(1)  AO2 

I nventory  
420 

  

Trade 

receivables 

2 950   

Cash and 

Cash 

equivalents 

870(1)  

AO2 all 

three 

  

Sundry 

Shareholders 

AO2 

(Profit  on 

Realisat ion)  

(1)  

13 860 

(1)  o/ f 
 
AO2 

  

  
48 800 

  
48 800 

(1)  AO1 



 

Quest ion 

Num ber 

Answer Mark  

2  ( d ) ( i i )  A0 1  ( 1 ) , A0 2  ( 7 )   

AO1 :  On e m ar k  f o r  co r r ect  b a lan cin g  o f f  

accou n t . 

AO1 :  Sev en  m ar k s f o r  co r r ect  en t r ies in t o  t h e 

accou n t .  
 

Dig i t a l  Est at es p lc  Su n d r y  Sh ar eh o ld er s 

Accou n t  

   £ 000’s    £ 000’s 

Redbr icks plc            

AO2 

 (Purchase 

Considerat ion)  (1)     

42 000 

(1)  

       AO2 

Share Capital              20 000 (1)  

AO2 

       Share Prem ium             4 000 (1)  

AO2 

  Retained Earnings          4 140 (1)  

AO2 

  Realisat ion A/ c    (1)     

(Profit  on realisat ion)  

AO2                   

13 860 (1)  

o/ f AO2 

  

_______ 

   42 000 

 

  

______ 

42 000 (1)  

AO1 
 

( 8 )   



 

Quest ion 

Num ber 

Answer Mark 

2  ( e)  A0 1  ( 7 ) , A0 2  ( 2 ) , A0 3  ( 4 )  

AO1 :  Sev en  m ar k s f o r  co r r ect  t an g ib le n on - cu r r en t  

asset s, cu r r en t  asset s, l iab i l i t ies, an d  ba lan cin g  

st a t em en t . 

AO2 :  Tw o  m ar k s f o r  co r r ect  labels o f  g ood w i l l  an d  sh ar e 

p r em iu m . 

AO3 :  Fou r  m ar k s f o r  co r r ect  f igu r es f o r  goodw i l l , sh ar es 

an d  shar e p r em ium . 

St at em en t  o f  Finan cia l  Posi t ion  o f  Red b r ick s p lc a t  

1  Oct ober  2 0 1 7  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

( 1 3 )  

  £ 000’s £ 000’s  
Asset s    
Non - cu r r en t  asset s    
Buildings 45 000  
Computers 9 000 (1)  AO1 both  
Fixtures and Fit t ings 3 100  
Motor vehicles 1 800 (1)  AO1 both  

Goodwill (1)  AO2– Homes 4 865 (1)  o/ f AO3  

Digital Estates 11 780 (1)  AO3  

  75 545 

Cu r r en t  asset s    
I nventory 740  
Trade receivables 5 060 (1)  AO1 both  

Cash and Cash equivalents 1 435 (1)  AO1  

  7 235 

  82 780 

Eq u i t y  an d  Liab i l i t ies    
Eq u i t y    
Or d in ar y  Sh ar es o f  £ 1  each  24 000 (1)  AO3  

Sh ar e Pr em iu m  ( 1 )  AO2  48 000 (1)  AO3  

  72 000 

Non - cu r r en t  l iab i l i t ies    
Bank loan 8 600 (1)  AO1  

  8 600 

Cu r r en t  Liab i l i t ies    
Trade payables 1 820  
Other payables 360 (1)  AO1 both  

  2 180 

  82 780 (1)  o/ f 

AO1 



 

Quest ion 

Num ber 

I ndicat ive content  Mark 

2  ( f )  AO1 ( 1 ) , AO2  ( 1 ) , AO3  ( 4 ) , AO4  ( 6 )  

Possible answers could include:  
 
Goodwill is the difference between the value of a 

business as a whole, and the fair  value of its net  

assets. The value of the business could be said to 

be the pr ice that  a buyer agrees to pay for the 

business. The fair  value of the business is agreed 

after the possible revaluat ion of assets and 

liabilit ies. 

The correct  t reatm ent  of the goodwill paid, or 

purchased, would be to am ort ize the goodwill over 

its useful econom ic life. 
 
 

For this t reatm ent  

The buyer is likely to derive benefit s from  the 

expenditure over a num ber of years, so spreading 

the cost  of this expenditure over a num ber of 

years agrees with the m atching concept  and gives 

a t rue and fair  view of the accounts. This 

t reatm ent  is in line with recom m ended pract ice. 
i.e. FRS102 /  IAS 38 

 
To write the goodwill off im m ediately m ay m ake 

profit  unrealist ically low, and the tax charge on 

profits would be unfair ly low. 
 
Case against  this t reatment  

I f goodwill were to be writ ten off im m ediately 

against  reserves, the prudence concept  is 

followed. 

I t  is difficult  to est im ate the num ber of years the 

buyer will benefit  from  the purchase of the 

business assets. Thus, the annual am ort isat ion 

charge in the accounts m ay be unrealist ic.  
 
Decision 

Writ ing off over a num ber of years is 

recom m ended and beneficial as it  gives a t rue and 

fair  view of the accounts. The decision should be 

supported by reference to key points of their  

argum ent . 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
( 1 2 )  



 

Level Mark Descriptor 
 0 A com pletely incorrect  response. 

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

which are 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 

m ay be 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 

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 maybe non- financial informat ion, in 

an appropr iate form at  and com m unicates reasoned 

explanat ions. 

Level 4 10 -  12 Accurate and thorough knowledge and 

understanding, supported throughout  by relevant  

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 m aybe non-  

financial inform at ion and m akes an inform ed 

decision(s) . 



 

Quest ion 

Num ber 

Answer Mark 

3  ( a) ( i )  AO1 ( 4 ) , AO2  ( 1 ) , AO3  ( 3 )  

AO1 :  Fou r  m ar k s f o r  co r r ect  calcu la t i on  o f  

f i x ed  an d  v ar iab le  cost s. 

AO2 :  On e m ar k  f o r  co r r ect  ca lcu lat ion  o f  

con t r ib u t i on . 

AO3 :  Th r ee m ar k s f o r  co r r ect  calcu lat i on  o f  

b r eak - ev en  p o in t .  
 

Fixed Costs Variable costs per unit  
 

Rent  £29 100 £3.85 +  £5.35 +  £0.03 =   £9.23 (1)  AO1 

Electr icity £6 500 (1)  AO1 

I nsurance £2 640 Contr ibut ion per unit  

Other FC £35 760 (1)  AO1 £14.99 -   £9.23 o/ f =  £5.76 (1)  o/ f 

AO2 

Total FC £74 000 (1)  o/ f AO1 
 

Break Even Point  =  £74 000 o/ f (1)  AO3 =  12 848 units (1)  o/ f AO3 

£5.76  o/ f (1)  AO3 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
( 8 )  

 

Quest ion 

Num ber 

Answer Mark 

3  ( a) ( i i )  AO2  ( 2 )  

AO2 :  Tw o  m ar k s f o r  co r r ect  calcu la t ion  o f  

b r eak - ev en  p o in t  in  sales r ev en u e.  
 
Break even point  (£)  
=  (12 848 o/ f x 14.99)  (1)  AO2 

=  £192 591.52 (1)  o/ f AO2 

 
 
 
 
 
 
 
 

( 2 )  

 

Quest ion 

Num ber 

Answer Mark 

3  ( b ) ( i )  AO1 ( 1 ) , AO3  ( 2 )  

AO1 :  On e m ar k  f o r  co r r ect  ca lcu lat ion  o f  

m ar g in  o f  safe t y .  

AO3 :  Tw o  m ar k s f o r  an aly sis o f  d at a t o  h e lp  

calcu la t ion  o f  m ar g in  o f  safet y .  
 

Margin of safety =  (35 000 x 14.99)  (1)  AO3 -  192 591.52 (1)  o/ f 

AO3 

=  £524 650 -  £192 591.52 o/ f 

=  £332 058.48 (1)  o/ f AO1 

 

 
 
 
 
 
 
 
 
 
 

( 3 )  



 

Quest ion 

Num ber 

Answer Mark 

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

AO2 :  Tw o  m ar k s f o r  co r r ect  calcu la t ion  o f  

con t r ib u t i on  an d  p r o f i t .  

AO3 :  Tw o  m ar k s f o r  an aly sis o f  d at a t o  h e lp  

calcu la t ion  o f  con t r ib u t ion  an d  f i x ed  cost s. 

 
Profit  

Contr ibut ion (£5.76 o/ f x 35 000)  (1)  AO3 

                       =  £201 600 o/ f (1)  AO2 
Less FC  =  (£74 000)  o/ f ( 1)  AO3 

Profit    =  £127 600 o/ f (1)  AO2 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

( 4 )  

 

Quest ion 

Num ber 

Answer Mark 

3  ( c)  AO2  ( 7 )  

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

( 7 )  



 

Quest ion 

Num ber 

Answer Mark 

3  ( d )  AO4  ( 6 )  

Case for I CT 

• Saves t im e and therefore m oney, 

com pared to preparing accounts by 

hand. 

• Spreadsheets can be used for 

calculat ions for break-even analysis. 

• Spreadsheets can also be used to 

generate graphical inform at ion. 
 
Case against  ICT 

• Financial cost  of hardware, software, 

staff t raining, running costs, 

maintenance etc. 

• I f staff are not  t rained or are unskilled, 

they can m ake errors, which may lead 

to generat ion of incorrect  inform at ion. 

• Secur ity r isks if m anagem ent  or 

com pany wish to keep the inform at ion 

confident ial. 

• Com puter crashes, freezes etc which 

m ay result  in a loss of inform at ion and 

waste of staff t im e. 
Decision 

I CT is very advantageous for break-even analysis. 

The decision should be supported by reference to 

key points of their  argum ent . 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

( 6 )  

Level Mark Descriptor 

 0 A com pletely incorrect  response. 

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

that  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 tempt  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 appropr iate decision is m ade. 



 

Quest ion 

Num ber 

Answer Mark 

4  ( a) ( i )  AO1  ( 3 )  

AO1 :  Th r ee m ar k s f o r  co r r ect  calcu la t i on .  
Gross profit  as a percentage of revenue   =  Gross profit  x 100 

Revenue 

 
=  6 560 000 x100 (1)  AO1 

82 000 000 (1)  AO1 

 
=    8%  (1)  AO1 

 
 
 
 
 
 
 
 
 

 
( 3 )  

 

Quest ion 

Num ber 

Answer Mark 

4  ( a) ( i i )  AO2  ( 2 ) , AO3  ( 2 )  

AO2 :  Tw o  m ar k s f o r  co r r ect  calcu la t ion  o f  

cap i t a l  em p loy ed  an d  ROCE. 

AO3 :  Tw o  m ar k s f o r  an aly sis o f  d at a t o  

calcu la t e  n et  p r o f i t  b efo r e in t er est  an d  t ax .  
 

Return on Capital employed 

=  Net  profit  before interest  and tax x 100 

Capital employed 
 

=   £480 000 (1)  AO3 +  £400 000 (1)  AO3 x 100 =  2.67%  (1)  AO2 

£33 000 000 (1)   AO2 

 

 

 
 
 
 
 
 
 
 
 
 
 
 

( 4 )  

 

Quest ion 

Num ber 

Answer Mark 

4  ( a) ( i i i )  AO2  ( 2 ) , AO3 ]  ( 2 )  

AO2 :  Tw o  m ar k s f o r  ap p l i cat ion  o f  d at a t o  

f in d  co r r ect  n u m b er  o f  sh ar es an d  EPS. 

AO3 :  Tw o  m ar k s f o r  co r r ect  calcu la t ion  o f  

ear n in g s.  

 
Earnings per share =  

Net  profit  after interest  and tax – preference dividend 

Number of issued ordinary shares 
 
=  £480 000 (1)  AO3 -  £180 000 (1)  AO3 

            25 000 000 (1)  AO2 

 
=  1.2 p per share (1)  AO2 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

( 4 )  



 

 

Quest ion 

Num ber 

Answer Mark 

4  ( a) ( i v )  AO2  ( 2 ) , AO3  ( 1 )  

AO2 :  Tw o  m ar k s f o r  ap p l i cat ion  o f  d at a t o  

f in d  co r r ect  n u m b er  o f  sh ar es an d  d iv id en d  

p er  sh ar e . 

AO3 :  On e m ar k  f o r  co r r ect  ca lcu lat ion  o f  t o t a l  

o r d in ar y  d iv id en d .  

 
Dividend paid per share  =   Total ordinary dividend 

Number of issued ordinary shares 
 

=  £160 000 (1)  AO3 =  0.64 p per share (1)  AO2 
  25 000 000  (1)  AO2 

 
 
 
 
 
 
 
 
 
 
 
 
 

( 3 )  

 

Quest ion 

Num ber 

Answer Mark 

 
4  ( a) ( v )  

AO2  ( 2 ) , AO3  ( 2 )  

AO2 :  Tw o  m ar k s f o r  ap p l i cat ion  o f  d at a t o  

f in d  t o t a l  o r d in ar y  d iv id en d  an d  d iv id en d  

cov er . 

AO3 :  Tw o  m ar k s f o r  co r r ect  calcu la t ion  o f  

av ai lab le  f u n d s f o r  d iv id en d s. 
 
Dividend cover =  
Net  profit  after interest  and tax – preference dividends 

Total ordinary dividend 
 

=  £480 000 (1)  AO3 -  £180 000 (1)  AO3 

£160 000 (1)   AO2 
 

=  1.875 t imes  (1)  AO2 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

( 4 )  

 

Quest ion 

Num ber 

Answer Mark 

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

AO1 :  Tw o  m ar k s f o r  co r r ect  su b st i t u t i on  in t o  

f o r m u la.  

AO2 :  On e m ar k  f o r  co r r ect  ca lcu lat ion  o f  P/ E 

Rat io .  
 
Price/ earnings rat io =  

Market  price of share MP is £0.72 as per QP 

Earnings per share 
 
=  43.2p (1)  AO1 =  36 t im es o/ f (1)  AO2 

1.2p o/ f ( 1)  AO1 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

( 3 )  



 

Quest ion 

Num ber 

Answer Mark 

4  ( a) ( v i i )  AO2  ( 3 )  

AO2 :  Th r ee m ar k s f o r  co r r ect  su b st i t u t ion  

in t o  f o r m u la an d  calcu la t in g  d iv id en d  y ie ld . 
 

Dividend yield =    Dividend per share x100 

Market  price of share 
 

=   0.64 p o/ f (1)  AO2 x 100 =  1.48 %  o/ f  (1)  AO2 
            43.2 (1)  AO2  

 
 
 
 
 
 
 
 

 
( 3 )  

 

Quest ion 

Num ber 

Answer Mark 

4  ( b )  AO4  ( 6 )  

 
Bet ter than 2016 

• ROCE bet ter by 0.85 %  points. 

• Earnings per ordinary share is bet ter 1.12 

pence per share. 

• Dividend cover is greater so funds are being 

retained in the business by 1.275 t im es. 
 
Worse than 2016 

• Gross profit  as a percentage of revenue is 

worse by 2% . 

• Dividend per share is worse from  the 

shareholders point  of view by 1.86 p per 

share. 
• Dividend cover could be said to be worse 

from  the shareholders point  of view as a 

lower percentage of profit  is paid as a 

dividend by 1.275 t imes. 

• Price/ Earnings rat io is worse by 4. 
• Dividend yield is worse by 3.82% . 

 
Decision 

Key rat io ROCE for 2017, shows an im provem ent  

for Lam  Tin I nvestm ents plc. 

Shareholders m ay st ill be unhappy as dividends 

paid out  have reduced, which m akes som e rat ios 

look worse. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
( 6 )  

Level Mark Descriptor 
 0 A com pletely incorrect  response. 

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

that  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 tempt  at  an evaluat ion is presented, using 

financial and perhaps non- financial informat 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 appropr iate decision is m ade. 



Output  (units)  2 0 0 0 0  2 2 0 0 0  2 5 0 0 0  

 

Costs 
   

Direct  Labour 211 200 232 320 264 000 

(1)  (1)  (1)  

AO2 AO2 AO2 

Direct  Materials 310 800 341 880 388 500 

(1)  (1)  (1)  

AO2 AO2 AO2 

Product ion 58 300 (1)  59 860 62 200 

overheads – sem i AO2 (1)  (1)  

variable AO2 AO2 

Product ion 10 640 (1)  12 160 13 680 

overhead – sem i AO3 (1)  (1)  

fixed AO3 AO3 

Machine 

maintenance 
overheads -  fixed 

38 750 38 750 38 750 

(1)  

AO1 

Other overheads – 22 450 (1)  22 830 23 400 

sem i variable AO2 (1)  (1)  

AO2 AO2 
 

Tot a l  cost s  
652 140 

(1)  of 

AO1 

707 800 

(1)  of 

AO1 

790 530 

(1)  of 

AO1 

 

 

Quest ion 

Num ber 

Answer Mark 

5  ( a)  AO1  ( 5 ) , AO2  ( 1 2 ) , AO3  ( 7 )  

AO1 :  Fiv e m ar k s f o r  in ser t ion  o f  f i x ed  

ov er h ead s, calcu la t ion  o f  d ep r eciat ion  p er  

y ear , an d  calcu la t ion  o f  t o t a l  cost s. 

AO2 :  Tw elv e m ar k s f o r  co r r ect  calcu la t ion  o f  

d i r ect  lab ou r , d i r ect  m at er ia l s an d  sem i -  

v ar iab le  ov er h ead s.  

AO3 :  Sev en  m ar k s f o r  co r r ect  calcu la t i on  o f  

n u m b er  o f  m ach in es r eq u i r ed  an d  sem i - f i x ed  
ov er h ead s, a lso  v ar iab le  e lem en t  in  sem i  

v ar iab le  p r od u ct ion  ov er h ead s an d  f i x ed  

e lem en t  in  o t h er  ov er h ead s.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Workings:  

Product ion overheads – sem i variable:  

59 080 – 42 700 =  16 380 

16 380 /  21 000 =  0.78 (1)  o/ f AO3 

variable elem ent  per unit  

Product ion overhead – sem i fixed:  
(£8 000 -  £400)=  £7 600 ÷  5 =  £1 520 (1)  AO1 
depreciat ion per m achine per year 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
( 2 4 )  



 

 22 000 output  requires 8 m achines, (1)  AO3 

so £1 520 x 8 =  £12 160 o/ f  

25 000 output  requires 9 m achines, (1)  AO3 

so £1 520 x 9 =  £13 680 o/ f  

Other overheads:  
(21 000 x £0.19)  =  £3 990 

£22 640 -  £3 990 =  £18 650 (1)  AO3 

fixed elem ent  

 

 

Quest ion 

Num ber 

Answer Mark 

5  ( b )   

A0 4  ( 6 )  
 

 

Case for flexible budgets 

• Allows good decision m aking as “ like is 

com pared to like”  e.g. costs at  the sam e 

output  levels. 

• Variances are m ore m eaningful if the 

volum e elem ent  is elim inated. 

• May save t im e and m oney by allowing 

“m anagem ent  by except ion”  i.e. take act ion 

only if there is a var iance at  the same level 

of output .  

• The targets are realist ic if the budget  is 

flexible and this m ay im prove m ot ivat ion of 
em ployees. 

• May allow com pany to see future possible 

profit  or  loss at  various output  levels. 
 
Case against  flexible budgets 

• Drawing up a series of budgets at  different  

output  levels will take t ime which means 

m oney. 

• Figures are only est im ates so som e 

variances m ay be m isleading or the act ion 

taken in response is inappropriate. 
 

Decision 

Should relate to points m ade above i.e. flexible 

budgets are a very useful tool. The decision should 

be supported by reference to key points of their  

argum ent . 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
( 6 )  

Level Mark Descriptor 

 0 A com pletely incorrect  response. 

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

that  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 tempt  at  an evaluat ion is presented, using 

financial and perhaps non- financial informat 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 appropr iate decision is m ade. 



 

Quest ion 

Num ber 

Answer Mark 

6  ( a) ( i )  AO1  ( 2 )  

AO1 :  Tw o  m ar k s, on e f o r  an  ad v an t ag e on e 

f o r  a  d isad v an t ag e.  
 
Advantage 

Lower costs of stor ing /  holding inventor ies e.g. 

rent , insurance, security (1)  AO1 
 
Disadvantage 

Less /  decrease in range in inventories which 

m eans custom ers m ay be disappointed and buy 

from  other suppliers (1)  AO1 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

( 2 )  

 

Quest ion 

Num ber 

Answer Mark 

6  ( a) ( i i )  AO1  ( 1 ) , AO2  ( 1 )  

AO1 :  On e m ar k  f o r  co r r ect  ca lcu lat ion  o f  

am ou n t  ow ed  b y  cu st om er s at  y ear  en d . 

AO2 :  On e m ar k  f o r  co r r ect  ap p l i cat ion  o f  

f ig u r es t o  ar r i v e at  am ou n t  o w ed  b y  

cu st om er s at  y ear  en d .  
 
(£45 000 +  £38 000)  (1)  AO2 =  £83 000 (1)  AO1 

 
 
 
 
 
 
 
 

 
( 2 )  

 

Quest ion 

Num ber 

Answer Mark 

6  ( a) ( i i i )  AO1  ( 1 ) , AO2  ( 1 )  

AO1 :  On e m ar k  f o r  co r r ect  ca lcu lat ion  o f  

am ou n t  ow ed  t o  su p p l ier s at  y ear  en d .  

AO2 :  On e m ar k  f o r  co r r ect  ap p l i cat ion  o f  

f ig u r es t o  ar r i v e at  am ou n t  o w ed  t o  su p p l ier s 

at  y ear  en d . 
 
(£33 000 +  £26 000)  (1)  AO2 =  £59 000 (1)  AO1 

 
 
 
 
 
 
 
 

 
( 2 )  

 

Quest ion 

Num ber 

Answer Mark 

6  ( a) ( i v )  AO2  ( 1 ) , AO3  ( 2 )  

AO1 :  On e m ar k  f o r  co r r ect  id en t i f i cat i on  o f  

am ou n t  p aid  in  t h e y ear .  

AO2 :  Tw o  m ar k s f o r  co r r ect  calcu la t ion  o f  

in t er est  an d  accr u ed  am ou n t . 
 
£400 000 x 6%  =  £24 000 (1)  AO3 

          Paid in year £22 000 (1)  AO2 so  

                             £2 000 accrued (1)  AO3 

 

 
 
 
 
 
 
 
 
 
 

( 3 )  



 

 

Quest ion 

Num ber 

Answer Mark 

6  ( a) ( v )  AO3  ( 2 )  

AO3 :  Tw o  m ar k s f o r  co r r ect  calcu la t ion  o f  

p r o f i t  a f t er  in t er est  p ay m en t s.  
 
£1 260 000 – (£24 000 +  £2 000) (1)  AO3 
=  £1 234 000 (1)  AO3 

 

 
 
 
 
 
 

( 2 )  

 

Quest ion 

Num ber 

Answer Mark 

6  ( a) ( v i )  AO1  ( 1 ) , AO2  ( 1 ) , AO3  ( 1 )  

AO1 :  On e m ar k  f o r  co r r ect  id en t i f i cat i on  o f  

am ou n t  r ece iv ed  f r om  sale. 

AO2 :  On e m ar k  f o r  co r r ect  id en t i f i cat i on  o f  

LOSS f r om  sale. 

AO3 :  On e m ar k  f o r  calcu la t ion  o f  b ook  v alu e  

o f  p lan t  w h en  so ld .  

 
£51 000 (1)  AO2 +  £11 000 (1)  AO3 
=  £62 000 (1)  AO1 

 
 
 
 
 
 
 
 
 
 
 
 

( 3 )  

 

Quest ion 

Num ber 

Answer Mark 

6  ( a) ( v i i )  AO2  ( 2 )  

AO2 :  Tw o  m ar k s, on e f o r  each  r eason . 

Answers m ay include – m axim um  of 2 m arks AO2 

(2)  

• Kont ire Digital plc have surplus liquid 

funds (which they wish to ut ilise to earn 

a return) .  

• Shares will pay future dividends 
• Share price m ay r ise in the future 

 
Show com pany nam e 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

( 2 )  

 

Quest ion 

Num ber 

Answer Mark 

6  ( a) ( v i i i )  AO3  ( 2 )  

AO3 :  Tw o  m ar k s f o r  co r r ect  calcu la t ion  o f  

v alu e o f  p r efer en ce sh ar es. 
 

4%  of X =  £8 000 
so X  =  8 000  x 100 (1)  AO3 =   £200 000 (1)  AO3 

4 

 

 
 
 
 
 
 
 
 

( 2 )  



 

 

Quest ion 

Num ber 

Answer Mark 

6  ( a) ( i x )  AO2  ( 2 )  

AO2 :  Tw o  m ar k s f o r  co r r ect  calcu la t ion  o f  

cash  b alan ce at  st ar t  o f  y ear .  
 
(£119 000 +  £27 000)  (1)  AO2 
=  £146 000 (1)  AO2 

 

 
 
 
 
 
 

( 2 )  

 

Quest ion 

Num ber 

Answer Mark 

6  ( a) ( x )  AO3  ( 4 )  

AO3 :  Fou r  m ar k s f o r  co r r ect  calcu la t i on  o f  

m ov em en t  on  b an k  b alan ce.  
 
Year end bank balance 

=  (£1 203 000 -  £609 000)  (1)  AO2 

=  £594 000 (1)  AO2 

Yearly m ovem ent  

=  (£594 000 +  £27 000)  (1)  AO2 
=  £621 000 increase (1)  AO2 

 
 
 
 
 
 
 
 
 
 
 
 

( 4 )  



 

Quest ion 

Num ber 

Answer Mark 

6  ( b )  AO4  ( 6 )  

 
Possible answers:  

 
For  t h e st at em en t  

 
Disadvantages of out flow due to share redem pt ion 

or paying dividends 

• Liquid funds leave the company, which has 

a negat ive effect  on cash flow and liquidit y. 

• Net  worth (book value)  of the com pany 

decreases. 

• Com pany has less liquid funds to invest  in 

possible profitable areas. 

 
Ag ain st  t h e st at em en t  

 
Advantage of out flow due to share redem pt ion 

• Com pany does not  require the funds. 

• Redeem ing shares would im prove som e 

rat ios eg return on capital em ployed. 

• Shareholders are not  happy or have a 

problem  with the com pany, so buying them  

out  will benefit  company. 

• Share price will r ise if less shares in 

circulat ion. 
• Less dividends to pay in future. 

 
Advantages of paying dividends 

• Shareholders kept  happy and therefore 

quiet . 
• May support  share pr ice. 

• Sends out  posit ive m essage and confidence 

in com pany m ay be m aintained. 
 

 
 

Decision 

Should relate to points m ade above i.e. negat ive 

cash flow from  financing act ivit ies is not  always 

worrying. The decision should be supported by 

reference to key points of their argum ent . 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

( 6 )  

Level Mark Descriptor 

 0 A com pletely incorrect  response. 

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

that  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 tempt  at  an evaluat ion is presented, using 

financial and perhaps non- financial informat 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 appropr iate decision is m ade. 
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