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Gen er a l  

 

The overall standard of student  responses for this paper was fair ly good.  

Students were able to achieve m arks reasonably well in both fam iliar 

quest ions and in new challenges where a different  approach was required.  

However, the levels m ark schem e is st ill proving t r icky for som e students. 

 

Sp eci f i c Com m en t s 

 

Qu est ion  1  

 

This com pulsory quest ion saw reasonably good m arks.  The first  item  Q1(a) , 

was very disappoint ing as m any students proceeded to use the value of 

assets and liabilit ies to calculate the purchase pr ice. This was not  really 

possible, and the inform at ion required was given in the opening half page 

paragraph.  The only figure required from  the statem ent  of financial posit ion 

of Roseberry was the ordinary shares figure. Sect ion Q1(b)  was not  found 

easy, as m any adjustm ents were wrong or incom plete, and assets and 

liabilit ies not  part  of the takeover were included in the calculat ion of 

goodwill.  The Acquisit ion account  was either handled very well,  or very 

badly. Both possibilit ies were allowed – either as a cont rol account  or the 

double ent ry for the asset  and liabilit y accounts, which is a m irror im age.  

The statem ent  of financial posit ion of Tit tan after the purchase of Roseberry 

require for part  Q1(d)  was done well,  especially where only a st raight  

addit ion was required.  As usual, the difficult  figures were for cash and cash 

equivalents, ordinary shares and share prem ium .  Answers to Q1(e) , 

evaluat ing the takeover, ranged from  poor to very good, with m ost  answers 

including som e correct  references.  

 

Com m on errors were:  

 

 I n Q1(a)  using values of assets and liabilit ies to calculate the 

purchase price of Roseberry plc 

 I ncluding in the goodwill calculat ion in Q1(b) , assets and liabilit ies not  

taken over by Tit tan plc 

 Making ent r ies in the Acquisit ion account  in Q1(c) , for assets and 

liabilit ies of Tit tan plc. 

 

Qu est ion  2  

 

The second com pulsory quest ion saw m arks that  were reasonable, but  not  

as good as usual on this topic. Part  Q2(a)  involved calculat ions for labour 

that  were often not  st raight forward and were found t r icky by som e 

students. Sim ilarly, the calculat ions for m aterial in Q2(b)  were often found 

difficult  by som e students.  

 

I n Q2(a) (v)  and Q2(b) (v)  students could have found the total labour or total 

m ater ial cost  var iance in two ways – either by com paring total actual cost  

with total budgeted cost  or,  adding the two sub-variances together. 

I t  was disappoint ing to see students em bark on a whole new calculat ion 

which did not  arr ive at  the correct  answer.  Answers to Q2(c)  were often 

correct , som et im es benefit t ing from  the own figure rule. The evaluat ion in 



 

Q2(d)  was often st ruggling to r ise above level 2, as very often students 

were adding very lit t le to the calculat ions of Q2(a) , Q2(b)  and Q2(c) . The 

detail was often m issing in the causes of the variances, and 

recom m endat ions for im provem ents were rarely addressed. 

 

Com m on errors were:  

 

 Mixing up an adverse variance with a favourable variance in Q2(a)  

and Q2(b)  

 Failing to state whether the variance was adverse or favourable in 

Q2(a)  and Q2(b) , m erely giving a figure 

 Failure to learn the form ulas required to calculate variances. Without  

knowledge of the form ulas, the student  will st ruggle as these cannot  

be guessed. 

 

Qu est ion  3  

 

This was the third m ost  popular of the four opt ional quest ions. The m ean 

m ark for this quest ion was m arginally the lowest  of the four opt ional 

quest ions. Generally in Q3(a) , students perform ed bet ter on the calculat ion 

parts than on the explanat ion parts.  Knowledge of term s such as “secured”  

and “ irredeem able”  was often weak. Students m anaged to pick up m arks in 

Q3(b)  for som e correct  ent r ies, but  very few were awarded m axim um  

m arks. I t  was disappoint ing to see so m any students not  balancing off 

correct ly at  this level. 

 

The final figure to insert  on the Depreciat ion account  was the depreciat ion 

for the year to debited in the statem ent  of com prehensive incom e, and this 

was usually incorrect  or om it ted.  Answers to Q3(c)  were able to awarded a 

few m arks, but  not  m any students m anaged to reach level 3.  

 

Com m on errors were:  

 

 Not  stat ing that  the bank balance was an overdraft  in Q3(a) ( ii)  

 Failing to state that  the £165 000 in Q3(a) (vi)  was a profit   

 Not  giving enough detail in Q3(a) (vii) ,  j ust  stat ing “Current  assets”  

 I n Q3(b) ( i) ,  om it t ing the Revaluat ion reserve ent ry. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

Qu est ion  4  

 

This was the least  popular of the opt ional quest ions and the second lowest  

awarded. The cash budget  in Q4(a) ( ii)  required a num ber of calculat ions 

and m any students st ruggled. Whilst  the figure was usually correct , it  was 

often entered in the wrong m onth. Som e students becam e confused 

between the am ount  paid in the m onth with the figure st ill outstanding at  

the end of the m onth.  The t rade payables budget  was also found difficult  

by m any students, especially if they were t rying to base an answer on an 

incom plete response to the cash budget  in Q4(a) ( ii) .  The discount  in Q4(c)  

did not  really require any previous budget  to be com pleted successfully, but  

was st ill found challenging by m any. Part  Q4(c)  was answered quite well,  

with m ost  students able to put  forward an argum ent  for and against  paying 

suppliers in the sam e m onth. I t  was pleasing to see that  m ost  answers 

included a final conclusion or decision. 

 

Com m on errors were:   

 

 I n Q4(a) ( i)  just  calculat ing the am ount  of purchases for every m onth 

at  £36 400 and not  preparing a Purchases Budget  

 Entering a paym ent  in the wrong m onth for Q4(a) ( ii)  

 Failing to arr ive at  £20 020 per m onth in order to start  the discount  

calculat ion. 

 

 

Qu est ion  5  

 

This was the second m ost  popular quest ion of the opt ional quest ions and 

was the second highest  awarded. Calculat ing break-even point  in part  Q5(a)  

was generally answered well,  with students awarded high m arks. Part  Q5(b)  

presented a new angle on a fam iliar topic, but  it  was very pleasing to see 

how well m any students coped with it .   A large num ber were able to 

correct ly calculate the cont r ibut ion and have a selling pr ice 38 pence higher 

than the labour cost . The final part  of the quest ion produced answers that  

were often quite weak. I t  is worthwhile for cent res to teach their  students 

an out line of the role of an auditor, including the benefits and 

disadvantages.  

 

Com m on errors were:  

 

 Errors in the calculat ion of the fixed costs total in Q5(a)  

 I n Q5(b) , not  adding the target  profit  to the fixed costs when 

calculat ing the required cont r ibut ion 

 Lack of knowledge of the role of the auditor. 

 

 

 

 

 

 

 

 



 

Qu est ion  6  

 

This quest ion was the m ost  popular of the opt ional quest ions and the 

highest  awarded.  Part  Q6(a)  was often com pleted well,  and it  was good to 

see that  m ost  students included units in their  answers.  The earnings per 

share in Q6(b) ( i)  was probably found to be the m ost  difficult  calculat ion and 

m any did not  arr ive at  the correct  answer of 15 pence per share. The own 

figure rule allowed students to be awarded reasonably well on the rem aining 

sect ion of Q6(b) . Nearly all students were able to provide a reasonable 

answer for part  Q6(c) . However, weaker answers m erely quoted figures 

previously calculated. St ronger answers explained the m eaning of the rat io 

and the relevance to the choice of investm ent . 
 

Com m on errors were:  

 

 When calculat ing the earnings per share, using a form ula that  used 

net  profit  before interest  and tax instead of after interest  and tax 

 Also in Q6(b) ( i) ,  failing to account  for, or wrongly calculat ing, the 

interest  on the debenture. 

 

Su m m ar y  

The general points listed here should be addressed by students to im prove 

perform ance.  

 I n quest ion 1(a) , som e students read the quest ion then used 

inform at ion further forward in the quest ion to calculate the answer. 

Students should be aware that  the form at  of all quest ions is to give 

the inform at ion required first  and then ask the quest ion. Students 

should have looked back to calculate the value of cash and shares 

received by shareholders in Roseberry plc, not  look forward to 

calculate asset  and liabilit y values taken over. 

 Students are advised to ensure they are fam iliar with, and have 

learnt , form ulas that  are applicable to the A2 exam .  This m ay 

include som e form ulas used at  AS level. There m ay be occasions 

where students are asked to give the form ula used. Alternat ively, 

there m ay be t im es when the form ula is not  required. However, 

som e students m ay benefit  from  writ ing down the form ula, 

checking whether it  appears correct , then subst itut ing figures into 

the form ula.  

 The levels based m ark schem e will require students to adopt  a 

different  approach to the evaluat ion sect ion of each quest ion, 

especially in Sect ion A.  Previously, students could list  a num ber of 

bullet  points, often just  one sentence, and st ill be awarded very 

well.  Students are now advised to t ry to develop the point  being 

m ade to a greater depth where possible. This will allow access to 

the higher levels on the m ark schem e. For exam ple, at  level 2, 

"chains of reasoning are present  but  m ay be incom plete or invalid" . 



 

To m ove to level 3 requires "developed chains of reasoning, 

showing causes and/ or effects" .  Cent res are advised to carefully 

study the requirem ents of the higher levels, and t ry to guide 

students to answer in a style that  reflects these levels.   I t  is also 

im portant  that  students give a final decision or recom m endat ion in 

order to be awarded one of the higher levels. 
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