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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 mark 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  ( 5 )  
AO1 :  Fiv e m ar k s f o r  co r r ect  ca lcu la t ion  o f  

p u r ch ase p r i ce o f  Roseb er r y  p lc. 

 

 

 

 

 

 

 

 

 
( 5 )  

 
 
Num ber of shares in Roseberry =   38 000 000 x 4  =   152 000 000 ( 1 )  AO1  

 

Num ber of shares to be awarded in Tit tan  =   152 000 000 =   30 400 000 ( 1  o f )  

                                                                           5                                 AO1  

 

 

Two shares t rading at  £1.95 per share 

                                          = 30 400 000x 2 x1.95=   £118 560 000 ( 1  o f ) AO1  

 

            Plus  0.32 pence cash =  30 400 000 x 0.3  =      £9 728 000 ( 1  o f ) AO1  

 

                                                Purchase price      =   £128 288 000 ( 1  o f ) AO1  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
Quest ion 

Num ber 

Answer Mark 

1  ( b )  

 

AO1  ( 1 1 )  
AO1 :  Elev en  m ar k s f o r  co r r ect  ca lcu la t i on  o f  

v a lu e o f  g ood w i l l . 

 

 

 

 

 

 

 

 

 
( 1 1 )  

 
 
 
Calculat ion of goodwill 

 

Value of assets 

purchased 
£  £  

Property, plant  and 

equipm ent  
74 280 000 both   

Plus revaluat ion   8 000 000 ( 1 )  AO1    
Less plant  

revaluat ion 
 (1 100 000)  ( 1 )  AO1    

I ntangibles 28 000 000 both   
Plus Cocoatopa 

brand  
34 000 000 ( 1 )  AO1    

I nventories 11 788 000    
Less revaluat ion     (750 000)  all three   
Trade receivables    2 354 000 ( 1 )  AO1    
Total asset  value   156 572 000 ( 1  o f )  AO1  

     
Value of liabilit ies 

purchased 
    

Mortgage 26 475 000 both   
Bank loan 15 000 000 ( 1 )  AO1    
Trade and other 

payables 
  3 393 000 both   

Less adjustm ents  (2 170 000)  ( 1 )  AO1    
Total value of 

liabilit ies 
  (42 698 000)  ( 1  o f )  AO1  

     
Purchase price   128 288 000 ( 1  o f )  AO1  

Less value of net  

assets purchased  
  113 874 000 ( 1  o f )  AO1  

=  Goodwill     14 414 000 ( 1  o f )  AO1  

     
 



 
 
Quest ion 

Num ber 

Answer Mark 

1  ( c)  

 

AO2  ( 8 ) , AO3  ( 3 )  
AO2 :  Eig h t  m ar k s f o r  co r r ect  en t r ies in  

Acq u isi t ion  accou n t . 
AO3 :  Th r ee m ar k s f o r  co r r ect  ca lcu la t i on  o f  

sh ar e p r em iu m . 

 

 

 

 

 

 

 

 

 
( 1 1 )  

 
 

Acq u isi t ion  Accou n t  
                                                     £                                                                                       

£  
1 

Oct  
Property, 

Plant  +  

Equipm ent  

81 180 000 ( 1  o f )  

AO2  
1 

Oct  
Mortgage 26 475 000 ( 1 )  

both 
AO2  

 I ntangibles 62 000 000 ( 1 )  AO2   Bank loan 15 000 000  

 I nventories 11 038 000 ( 1  o f )  

AO2  
 Trade 

Payables 
1 223 000 ( 1 )  

AO2  

 Trade 

Receivables 
2 354 000 both 

 
( 1  o f )  

AO2  

 Purchase 

price 
  

( 1  o f )  

AO2  
( 1  o f )   

AO2  

 Goodwill 14 414 000  Cash 9 728 000 

     Shares of 

£1 each 
60 800 000 

   _________      Share 

Prem ium  
57 760 000 ( 3  o f )  

AO3  

  170 986 000    170 986 000  
 
Workings for share prem ium :  

60 800 000( 1  o f ) AO3  shares at  a prem ium  of £0.95 per share( 1 ) AO3  

                                                                             =  £57 760 000 ( 1  o f ) AO3  

 

This Acquisit ion Account  acts as a cont rol account  for the acquisit ion. 

I t  is acceptable to show ent r ies going st raight  into i.e. Assets and Liabilit ies 

accounts, with the double ent ry in the Acquisit ion Account .  This would be a 

m irror im age of the above account .  

 

 
 
 
 
 
 



 
 
 
Quest ion 

Num ber 

Answer Mark 

1  ( d )  

 

AO2  ( 1 3 ) , AO3  ( 3 )  
AO2 :  Th i r t een  m ar k s f o r co r r ect  ca lcu la t ion  o f  
each  o f  t h e asset s an d  t h e t o t a l  asset s, each  

o f  t h e l iab i l i t i es an d  t h e t o t a l  eq u i t y  an d  

l iab i l i t i es, an d  each  r eser v e.  
AO3 :  Th r ee m ar k s f o r  co r r ect  ca lcu la t i on  o f  

v a lu e o f  cash  an d  cash  eq u iv a len t s, o r d in ar y  

sh ar es, an d  sh ar e p r em iu m . 

 

 

 

 

 

 

 
( 1 6 )  

 
 

St at em en t  o f  Fin an cia l  Posi t ion  o f  Ti t t an  Food s p lc a t  1  Oct ob er  

2 0 1 8  
Asset s  £   £  

Non-current  Assets        

Property, plant  and 

equipm ent  
606 180 000  ( 1  o f )  

AO2  
   

I ntangible assets 204000000  ( 1 )  AO2     

           Goodwill 14414000  ( 1  o f )  

AO2  
   

      824594000  

Current  Assets        

I nventories 52938000  ( 1  o f )  

AO2  
   

Trade and other 

receivables 
23954000 

 ( 1 )  AO2  
   

Cash and cash 

equivalents 
228272000 

 ( 1 )  AO3  
   

     305164000  

To t a l  Asset s      1129758000  ( 1  o f )  

AO2  
         

Eq u i t y  an d  

Liab i l i t i es 
       

Equity        

Ordinary Shares of 

£1 each 
270800000 

 ( 1 )  AO3  
   

Share prem ium  107760000  ( 1 )  AO3     

General reserve 40000000  ( 1 )  AO2     

Retained earnings 314597000  ( 1 )  AO2     

To t a l  cap i t a l  an d  

r eser v es 
    733157000  



 

 

 

 

       

Non-current  liabilit ies        

Mortgage 211475000  ( 1 )  AO2     

Debenture 75000000 both    

Bank loan 15000000  ( 1 )  AO2     

     301475000  

Current  Liabilit ies        

Trade and other 

payables 
19861000 

 ( 1 )  AO2  
   

Current  tax payable 75265000  ( 1 )  AO2     

      95126000  

To t a l  Eq u i t y  an d  

Liab i l i t i es 
    1129758000 ( 1  o f )  

AO2  

     
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Quest ion 

Number 

I ndicat ive Content  Mark  

1  ( e)  AO1  ( 1 ) , AO2  ( 1 ) , AO3  ( 4 ) , AO4  ( 6 )  
Answers m ay include:  

 
For Purchase 
Tit tan m ay see an increase in their m arket  share in 

the chocolate/ confect ionary m arket .  
Tit tan m ay enjoy econom ies of scale eg bulk buying 

of m aterials, m achinery etc.  
Tit tan m ay enjoy benefits of vert ical integrat ion as in 

both com panies are in the sam e line of business. 
Assets and liabilit ies taken over have been given 

agreed/ m arket  values by both sets of directors, so 

Tit tan should not  be overpaying for assets 

purchased.   
Roseberry appears to be in a healthy financial state. 

eg large posit ive figure for retained earnings. 
Liquidity posit ion of Roseberry is good as they 

appear to have a healthy working capital rat io.   
Roseberry should not  be a drain on the liquid 

resources of Tit tan, especially as Tit tan is not  taking 

over tax bill and t rade payables.   
Som e shareholders m ay like the proact ive decision-

m aking of the board, which should increase profits 

and returns to shareholders. 

 
Against  Purchase   
Shareholders in Roseberry have been paid goodwill 

of nearly £14.5 m illion.   
More shareholders m eans a dilut ion of ownership and 

vot ing power for exist ing shareholders in Tit tan.   
Som e shareholders m ay not  like the closure of the 

factory and the redundancy, especially after a long 

history of being in the sam e locat ion. 
Som e shareholders m ay not  like the reduct ion of size 

in the products, and the bad publicity, which often 

com es with these decisions. 

 
Other points 
We do not  know the m arket  pr ice of Tit tan shares 

after the purchase. The m arket  will indicate whether 

the purchase, and the m oney paid, was a good idea. 

 

Decision 
Overall,  the take-over is potent ially a good decision 
 

 

 

 

 ( 1 2 )   



Level Mark Descr iptor 

 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  may 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 tempt  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 makes inform ed recom m endat ions 

and decisions. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Quest ion 

Num ber 

Answer Mark 

2  ( a) ( i )  

 

AO2 ( 2 ) , AO3  ( 1 )   
AO2 :  Tw o  m ar k s f o r  st an d ar d  h ou r ly  p ay  an d  

b u d g et ed  lab ou r  cost  o f  p r od u ct ion .  
AO3 :  On e m ar k  f o r  co r r ect  ca lcu la t ion  o f  

b u d g et ed  lab ou r  t im e. 

 
Budgeted labour cost  

 
             =  (462 x40) ( 1 )  AO3 x £7.20 ( 1 )  AO2  
                          60 

 
             =   £2 217.60( 1 )  AO2  

 

 

 

 

 

 

 

 

 

 

 
( 3 )  

 
Quest ion 

Num ber 

Answer Mark 

2  ( a) ( i i )  

 

AO1 ( 3 ) , AO3  ( 1 )    
AO1 :  Th r ee m ar k s f o r  co r r ect  ca lcu la t i on  o f  

n o r m al  r a t e  p ay  an d  t o t a l  act u a l  cost  o f  

p r od u ct ion . 
AO3 :  On e m ar k  f o r  ca lcu la t ion  o f  ov er t im e 

p aid . 

 
6 workers x 44 hours x £7.20=  £1 900.80 ( 1 ) AO1  

 
1 worker x 28 hours x £7.20  =     £201.60( 1 )  AO1  

 
Overt im e hours  
             (5 +  6 +  4)  x £9.60 =      £144.00( 1 ) AO3  

 
                          Actual cost  =  £2 246.40( 1 ) AO1  

 

 

 

 

 

 

 

 

 

 

 

 

 
( 4 )  

 
Quest ion 

Num ber 

Answer Mark 

2  ( a) ( i i i )  

 

AO2 ( 3 ) , AO3  ( 1 )    
AO2 :  Th r ee m ar k s f o r co r r ect  ca lcu la t i on  o f  

b u d g et ed  h ou r s, b u d g et ed  r at e an d  lab ou r  

e f f i cien cy  v ar ian ce. 
AO3 :  On e m ar k  f o r  co r r ect  ca lcu la t ion  o f  t o t a l  

h ou r s w o r k ed . 

 
Labour efficiency variance  =     
(Actual hours – Budgeted hours)  x  Budgeted rate  

 
=   (307 ( 1 )  AO3 –308 ( 1 )  AO2 )  x £7.20( 1 ) AO2  

 
=    £7.20 Fav ( 1 )  AO2  

 

 

 

 

 

 

 

 

 

 

 
( 4 )  

 
 



Quest ion 

Num ber 

Answer Mark 

2  ( a) ( i v )  

 

AO2 ( 3 ) , AO3  ( 1 )    
AO2 :  Th r ee m ar k s f o r co r r ect  ca lcu la t i on  o f  

act u a l  h ou r s, b u d g et ed  r at e, an d  lab ou r  r a t e 

v ar ian ce. 
AO3 :  On e m ar k  f o r  co r r ect  ca lcu la t ion  o f  

act u a l  r a t e. 

 
Labour rate variance  =   
 (Actual rate – budgeted rate)   x  Actual hours  

 
=  (£2246.40) ( 1  o f ) AO3 -£7.20 ( 1 ) )AO2 x307 ( 1 )  
       307                                                AO2  

 
=  (£7.32-£7.20)  x 307 

 
=  £36.84  (£36.00)  Adv ( 1 )   AO2  

 

 

 

 

 

 

 

 

 

 

 

 

 

 
( 4 )  

 
 
Quest ion 

Num ber 

Answer Mark 

2  ( a) ( v )  

 

AO1  ( 3 )    
AO1 :  Th r ee m ar k s f o r  co r r ect  ca lcu la t i on  o f  

t o t a l  lab ou r  v ar ian ce. 

 
Total labour variance   
=   Actual labour cost   -  Budgeted labour cost   

 
=   (£2246.40( 1  o f )  AO1  -  £2 217.60 ( 1  o f )  AO1 )   

                                                               
=   £28.80  Adv  ( 1  o f )   AO1  

 

 

 

 

 

 

 

 

 
( 3 )  

 
Quest ion 

Num ber 

Answer Mark 

2  ( b ) ( i )  

 

AO2  ( 4 ) , AO3  ( 1 )  
AO2 :  Fou r  m ar k s f o r  ca lcu la t in g  act u a l  

m at er ia l  cost  o f  p r od u ct ion . 
AO3 :  On e m ar k  f o r  set t in g  ou t  act u a l  m at er ia l  

cost  o f  p r od u ct ion . 
Actual m aterial cost  of product ion    
= (1 150 x £0.27)+ (1500 x £0.28)+ (480 x0.29) ( 1 )    

                                                                    AO3  

 
=   £310.50( 1 )  AO2 + £420.00 ( 1 )  AO2 +   £139.20  
                                                              ( 1 )  AO2  
=    £869.70 ( 1 )   AO2  

 

 

 

 

 

 

 

 

 

 

 

 
( 5 )  

 
 



Quest ion 

Num ber 

Answer Mark 

2  ( b ) ( i i )  

 

AO2  ( 2 )   
AO2 :  Tw o  m ar k s f o r  co r r ect  ca lcu la t ion  o f  

b u d g et ed  m at er ia l  cost  o f  p r od u ct ion . 

 
Budgeted m aterial cost  of product ion   

 
=  (£0.28 x 6 x 462)  ( 1 )  AO2 =   £776.16 ( 1 )  AO2  

 

 

 

 

 

 

 

 

 
( 2 )  

 
 
Quest ion 

Num ber 

Answer Mark 

2  ( b ) ( i i i )  

 

AO2  ( 4 )   
AO2 :  Fou r  m ar k s f o r  co r r ect  ca lcu la t ion  o f  

m at er ia l  u sag e v ar ian ce. 

 
Material usage variance   
= (Actual usage -  Budgeted usage)x Budgeted price 

 
=  ( (1 150 +  1500 +  480)  – 2772)   x  £0.28 

 
=  (3 130 ( 1 ) AO2  – 2772 ( 1 ) AO2 )  x £0.28 ( 1 )  
                                                                   AO2  
 
=    £100.24  Adv ( 1 )  AO2  

 

 

 

 

 

 

 

 

 

 

 

 

 
( 4 )  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Quest ion 

Num ber 

Answer Mark 

2  ( b ) ( i v )  

 

AO2  ( 3 ) , AO3  ( 1 )   
AO2 :  Th r ee m ar k s f o r b u d g et ed  p r i ce, act u a l  

u sag e an d  ca lcu la t ion  o f  m at er ia l  p r i ce 

v ar ian ce. 
AO3 :  On e m ar k  f o r  co r r ect  ca lcu la t ion  o f  

act u a l  p r i ce.  
Material pr ice variance   
=   (Actual Price -  Budgeted price)  x Actual usage 

 
= (£869.70( 1 o f ) AO3 -£0.28( 1 ) AO2 )x3130( 1 ) AO2  
     3130 

 
=   (0.278 -  £0.28)   x  3 130   

 
=    £6.70  Favourable ( 1 )   AO2  

 

 

 

 

 

 

 

 

 

 

 

 

 
( 4 )  

 
 
 
 
 

Quest ion 

Num ber 

Answer Mark 

2  ( b ) ( v )  

 

AO1  ( 3 )  
AO1 :  Th r ee m ar k s f o r  co r r ect  ca lcu la t i on  o f  

t o t a l  m at er ia l  cost  v ar ian ce. 

 
Total Material Cost  variance   
=   Actual m aterial cost  -  Budgeted m ater ial cost  

 
=   (£869.70 ( 1  o f )  AO1   -   £776.16 ( 1  o f )  AO1 )    

 
=   £93.54 Adverse ( 1  o f )  AO1  

 

 

 

 

 

 

 

 

 

 
( 3 )  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Quest ion 

Num ber 

Answer Mark 

2  ( c) ( i )   

 

AO1  ( 2 )  
AO1 :  Tw o  m ar k s f o r  co r r ect  ca lcu la t ion  o f  

t o t a l  b u d g et ed  cost . 

 
Total budgeted cost    
=   budgeted labour   +   budgeted m aterial 

 
=  (£2 217.60   +   £776.16)  ( 1  o f )  AO1  

 
=    £2993.76 ( 1  o f )  AO1  

 

 

 

 

 

 

 

 

 

 
( 2 )  

 
Quest ion 

Num ber 

Answer Mark 

2  ( c) ( i i )   

 

AO1  ( 2 )  
AO1 :  Tw o  m ar k s f o r  co r r ect  ca lcu la t ion  o f  

t o t a l  act u a l  cost . 

 
Total actual cost    
=   actual labour   +   actual m aterial 
 
=   (£2246.40   +    £869.70)  ( 1  o f )  AO1  
 
=   £3 116.10  ( 1  o f )  AO1  

 

 

 

 

 

 

 

 

 

 
( 2 )  

 
 
 
Quest ion 

Num ber 

Answer Mark 

2  ( c) ( i i i )   

 

AO1  ( 3 )  
AO1 :  Th r ee m ar k s f o r  co r r ect  ca lcu la t i on  o f  

t o t a l  v ar ian ce. 

 
Total variance   
=  Actual total cost   -   Budgeted total cost  

 
=   (£3 116.10( 1 o f ) AO1  -  £2993.76( 1 o f ) AO1 )   

 
=   £122.34 Adverse ( 1 o f )  AO1  

 

 

 

 

 

 

 

 

 

 
( 3 )  

 
 
 
 



Quest ion 

Number 

I ndicat ive Content  Mark  

2  ( d )  AO1  ( 1 ) , AO2  ( 1 ) , AO3  ( 4 ) , AO4  ( 6 )  
Perform ed poorly  
Labour rate variance is adverse. This is due to 

having to pay overt im e at  a higher rate to m eet  

product ion target , to cover an absence. Possible 

solut ions m ay include paying overt im e at  budgeted 

rate, especially if the target  has not  been m et . 

Alternat ively, t ransferr ing workers who work 

elsewhere in the com pany, to the Curtains sect ion, 

having previously t rained them . Other solut ions 

could include having a reserve pool of tem porary 

labour the com pany can call upon to step in to m ake 

curtains. Or use an agency to supply tem porary 

workers.  

 
Material usage variance is adverse. Solut ions could 

include bet ter t raining of staff,  or buying bet ter 

quality m aterial to reduce wastage, or new 

m achinery to reduce product ion problem s. 
 
Perform ed well 
Labour efficiency variance is favourable. This m aybe 

due to workers com plet ing the job quickly during 

overt im e. 

 
Material pr ice variance is favourable. This was 

because there was st ill m aterial in inventory that  had 

been purchased at  a pr ice of 27 pence a m et re, 

lower than the budgeted price of 28 pence per 

m et re. However, new m aterial has been bought  at  

29 pence per m et re. This m ay result  in the budgeted 

price being raised for the next  week.  Other solut ions 

could be to find alternat ive suppliers, negot iate 

bet ter pr ices, or pay quickly to ensure discounts. 

 
Sect ion m ay be efficient , it  is just  that  the budget  set  

is unrealist ic. Maybe they are not  reviewed regularly 

in which case review and change the budget . 

However, if they are set  for one week at  a t im e, it  

appears they are reviewed regularly. 

 
Decision 
Curtains sect ion has a total cost  variance that  is 

adverse. Most  of this figure consists of the m aterial 

usage variance, which indicates poor perform ance. 

The labour rate variance is relat ively sm all and due 

to staff absence. The staff worked efficient ly to cover 

this absence. ( 1 2 )   

Level Mark Descr iptor 



 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  may 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 tempt  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 makes inform ed recom m endat ions 

and decisions. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Quest ion 

Num ber 

Answer Mark 

3  ( a) ( i )  

 

AO1  ( 1 )  
AO1 :  On e m ar k  f o r  co r r ect  id en t i f i cat ion  o f  

t w o  v ar iab les. 

 
Any two from  the following (or other correct  

answers) , one m ark each Copyright , goodwill,   

patents, ( 1 ) AO1  

 

 

 

 

 

 

 

 

 
( 1 )  

 
 
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  ca lcu la t ion  o f  

b an k  b a lan ce. 

 
Bank balance =  £377 000  -   £249 000 ( 1 )  AO2  

  
                    =   £128 000 overdraft  ( 1 )   AO2  

 

 

 

 

 

 

 

 

 
( 2 )  

 
 
Quest ion 

Num ber 

Answer Mark 

3  ( a) ( i i i )  

 

AO2  ( 2 )  
AO2 :  Tw o  m ar k s f o r  co r r ect  ca lcu la t ion  o f  

in t er est  ow in g  on  b an k  loan . 

 
Yearly interest     
=    6.5%   x £800 000  =   £52 000  ( 1 )  AO2  

 
Monthly interest  due    
=  £52 000   =   £4 333.33  ( 1 )  AO2  
       12                                                  

 

 

 

 

 

 

 

 

 

 
( 2 )  

 
 
 
 
 
 
 
 
 



Quest ion 

Num ber 

Answer Mark 

3  ( a) ( i v )  

 

AO2  ( 2 )  
AO2 :  Tw o  m ar k s f o r  co r r ect  ca lcu la t ion  o f  

am ou n t  o f  on e in st a lm en t  o f  d eb en t u r e 

in t er est . 

 
Yearly interest     
=    5.75%   x £2 500 000  =   £143 750  ( 1 )  AO2  

 
6 m onth paym ent  =  £143 750 =  £71 875 ( 1 )  AO2  
                                    2 

 

 

 

 

 

 

 

 
( 2 )  

 
Quest ion 

Num ber 

Answer Mark 

3  ( a) ( v )  

 

AO1  ( 2 )  
AO1 :  Tw o  m ar k s f o r  ex p lan at ion  o f  t e r m  

“ secu r ed ” . 

 
I f the com pany fail to m eet  interest  paym ents or 

repay the debenture when due ( 1 )  AO1  
The debenture holder m ay claim  the asset (s)  on 

which the debenture is secured.  ( 1 )  AO1  

 

 

 

 

 

 

 

 
( 2 )  

 
Quest ion 

Num ber 

Answer Mark 

3  ( a) ( v i )  

 

AO2  ( 2 )  
AO2 :  Tw o  m ar k s f o r co r r ect  ca lcu la t ion  o f  

p r o f i t  o r  loss f o r  t h e y ear . 

 
£743 000  -   £578 000 ( 1 )  AO2  

 
=     £165 000 profit   ( 1 )  AO2  
 

 

 

 

 

 

 

 

 
( 2 )  

 
 
 
 
 
 
 
 
 
 
 



Quest ion 

Num ber 

Answer Mark 

3  ( a) ( v i i )  

 

AO1  ( 2 )  
AO1 :  Tw o  m ar k s f o r  co r r ect  id en t i f i ca t ion  o f  

sect ion . 

 
Other receivables  ( 1 )  AO1  

 
I nventory ( 1 )   AO1  

 

 

 

 

 

 

 

 
( 2 )  

 
Quest ion 

Num ber 

Answer Mark 

3  

( a) ( v i i i )  

 

AO3  ( 2 )  
AO3 :  Tw o  m ar k s f o r  co r r ect  ex p lan at ion  o f  

t er m  “ i r r ed eem ab le” . 

 
The shares cannot  be bought  back  
( redeem ed) ( 1 )  AO3  by the com pany. ( 1 )  AO3  

 

 

 

 

 

 

 

 
( 2 )  

 
Quest ion 

Num ber 

Answer Mark 

3  ( a) ( i x )  

 

AO3  ( 2 )  
AO3 :  Tw o  m ar k s f o r  co r r ect  id en t i f i ca t ion  o f  

p r ov ision s. 

 
Any two from  the following, one m ark each      
 
-  Any dam ages or costs for court  cases or legal 

claim s against  the com pany.  
-Any paym ents for future redundancy costs. 
-Any obligat ions for the pension fund 
-  Any provisions for taxat ion.   2   x  AO3  

 

 

 

 

 

 

 

 

 

 
( 2 )  

 
 
 
 
 
 
 
 
 



Quest ion 

Num ber 

Answer Mark 

3  ( b ) ( i )  

 

AO2  ( 2 ) , AO3  ( 1 )  
AO2 :  Tw o  m ar k s f o r  en t r ies in  an d  b alan ces 

o f , t h e PPE accou n t . 
AO3 :  On e m ar k  f o r  co r r ect  en t r y  o f  

r ev a lu at ion .  

 

 

 

 

 

 

 

 

 

 
 ( 3 )  

 
 
Pr op er t y , p lan t  an d  eq u ip m en t  Accou n t  

Balance b/ d 15 000 000 

 
 Bank (Sale 

/ Disposal  

of property)  

3 500 000  

Crown Print ing 

Machinery Ltd 
 
1 600 000 

( 1 ) AO2  
both 

   

Revaluat ion 
Reserve 

 
2 000 000 

( 1 )  
AO3  

 
Balance c/ d 

 
15 100 000 

( 1  o f ) AO2  
both 

 18 600 000   18 600 000  
Balance b/ d 15 100 000     

 
 
Quest ion 

Num ber 

Answer Mark 

3  ( b ) ( i i )  

 

AO2  ( 2 ) , AO3  ( 2 )  
AO2 :  Tw o  m ar k s f o r  b a lan ce at  st ar t  o f  y ear  

an d  en t r y  o f  d isp osal . 
AO3 :  Tw o  m ar k s f o r  en t r y  o f  d ep r ecia t ion  f o r  

t h e y ear  an d  y ear  en d  b alan ce.  

 

 

 

 

 

 

 

 

 

 
 ( 4 )  

 
Dep r ecia t ion  Accou n t  

Property sold/  

Disposal  
 
300 000 

( 1 )  
AO2  

 
Balance b/ d 

 
500 000 

( 1 )  
AO2   

 
Balance c/ d 

 
1 100 000 

 Depreciat ion 

for year/  SoCI  
 
900 000 

( 1  o f )  
AO3  

 1 400 000   1 400 000  

   Balance b/ d 1 100 000 ( 1  o f )  
AO3  

 
 



Quest ion 

Number 

I ndicat ive Content  Mark  

3  ( c)  AO4  ( 6 )  
Case for creat ing a provision 
A provision is an am ount  set  aside from  profit  to 

m eet  a specific, although est im ated, liabilit y.  
Exam ples include provision for depreciat ion, or bad 

debts, or dam ages payable after a court  case. 
Provisions ensure the com pany follows the prudence 

concept . Profits are understated, providing for a 

liabilit y.  
Provisions m ay ensure the com pany follows the 

m atching concept .  For exam ple, m ake a provision 

against  possible bad debts in this account ing period, 

before the bad debt  is realised in the next  

account ing period.  
Provisions reduce profit ,  so m ay reduce the am ount  

that  m ay be dist r ibuted as dividends. This m ay stop, 

for exam ple, directors paying large dividends to 

shareholders, draining the com pany of funds,  before 

an expensive court  case.  

 
Case against  creat ing a provision 
Provisions reduce profit ,  so m ay reduce the am ount  

that  m ay be dist r ibuted as dividends. This m ay m ake 

shareholders unhappy, and they m ay sell their 

shares. 
Provisions take t im e and m oney and expert ise to 

prepare. 
Provisions m ay only be an est im ate and m ay not  be 

accurate. 

 
Decision 
I t  is beneficial to create a provision.      ( 6 )   

Level Mark Descr iptor 

 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 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 appropriate decision is m ade. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Quest ion 

Num ber 

Answer Mark 

4 ( a) ( i )  

 

AO1  ( 2 )   
AO1 :  Tw o  m ar k s f o r  m on t h ly  en t r ies in  

p u r ch ases b u d g et . 

 

 

 

 

 

 

 

 

 

 ( 2 )  

 
( a)  ( i )  Pu r ch ases 

Bu d g et                  
  January    February    March   April   

  36 400   36 400 ( 1 )  AO1  36 400  36 400 ( 1 )  AO1  

               2  m ar k s  
 
Quest ion 

Num ber 

Answer Mark 

4 ( a) ( i i )  

 

AO1  ( 2 ) , AO2  ( 6 )  
AO1 :  Tw o  m ar k s f o r  en t r ies f o r  cash  

p u r ch ases f r om  Feb r u ar y  t o  Ap r i l  an d  t o t a ls. 
AO2 :  Six  m ar k s f o r  cash  en t r y  f o r  Jan u ar y  

an d  cr ed i t  en t r ies.  

 

 

 

 

 

 

 

 

 

 ( 8 )  

 
( a) ( i i )  Cash  Bu d g et  ex t r act  
  
              

  January    February    March   April   

Cash 16 380 ( 1 )  AO2  16 380   16 380   16 380 ( 1 )  AO1  

One m onth 

credit     12 740 
( 1 )  

AO2  12 740   12 740 ( 1 )  AO2  

Two m onths 

credit          5 460 ( 1 )  AO2  5 460  ( 1 )  AO2  

Three m onths 

credit             1 820  ( 1 )  AO2  

Total 16 380  29 120  34 580  36 400  ( 1  o f )  AO1  

                8  m ar k s  
 
 



Quest ion 

Num ber 

Answer Mark 

4 ( a) ( i i i )  

 

AO1  ( 1 ) , AO2  ( 6 ) , AO3  ( 3 )  
AO1 :  On e m ar k  f o r  t o t a ls. 
AO2 :  Six  m ar k s f o r  a l l  en t r ies f o r  Jan u ar y , 

on e m on t h ’s cr ed i t  f o r  Feb r u ar y  t o  Ap r i l  

en t r ies, t w o  m on t h s cr ed i t  f o r  Mar ch  an d  

Ap r i l  en t r ies, an d  Ap r i l  en t r y  f o r  t h r ee m on t h s 

cr ed i t . 
AO3 :  Th r ee m ar k s f o r  t w o  m on t h s cr ed i t  f o r  

Feb r u ar y  an d  t h r ee m on t h s cr ed i t  f o r  

Feb r u ar y  an d  Mar ch .  

 

 

 

 

 

 

 

 

 

 ( 1 0 )  

 
( a) ( i i i )  Tr ad e 

Pay ab les                  

  January    February    March   April   

One m onth 

credit  12 740  ( 1 )  AO2  12 740   12 740   12 740  ( 1 )  AO2  

Two m onths 

credit  5 460  ( 1 )  AO2  10 920 
 

( 1 ) AO3  10 920   10 920  ( 1 )  AO2  

Three m onths 

credit  1 820  ( 1 )  AO2  3 640 
 

( 1 ) AO3  5 460 ( 1 ) AO3  5 460  ( 1 )  AO2  

 20 020  27 300  29 120  29 120 
 ( 1  o f )  

AO1  

                1 0  m ar k s  
 
 
Quest ion 

Num ber 

Answer Mark 

4 ( b )  

 

AO3  ( 4 )  
AO3 :  Fou r  m ar k s f o r  co r r ect  ca lcu la t ion  o f  

d iscou n t .  

 
Monthly purchases on credit     
=   (36 400  -   16 380)  ( 1  o f )  AO3  
=  £20 020 ( 1 )  AO3  

 
Discount  =   20 020  x   2%    =    £400.40 ( 1 )  AO3  

 
Four m onths=  £400.40 x  4 =   £1 601.60 ( 1 )  AO3  

 

 

 

 

 

 

 

 

 

 

 

( 4 )  

 
 
 
 
 
 
 



Quest ion 

Number 

I ndicat ive Content  Mark  

4  ( c)  AO4  ( 6 )  

 
Case for paying within the sam e m onth 
A total of £1 601.60 (o/ f)  would be saved /  received 

as a discount . This would increase profit  and m aybe 

help cash flow, less would need to be paid out  each 

m onth after April. 
Bet ter relat ionship with suppliers. 

 
Case against  paying in the sam e m onth 
I t  would not  help cash flow for the first  four m onths. 

There are no details for sales available, but  it  would 

appear that  a large fract ion of sales m ay have to be 

m ade in the sam e m onth as purchase.  

 
Decision 
I t  depends upon the cash flow situat ion. I f cash flow 

allows, it  is a good idea to pay for credit  purchases 

in the sam e m onth.       ( 6 )   

Level Mark Descr iptor 

 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 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 appropriate decision is m ade. 
 
 
 



Quest ion 

Num ber 

Answer Mark 

5  ( a) ( i )  

 

AO1  ( 4 ) , AO2  ( 7 )  
AO1 :  Fou r m ar k s f o r  ca lcu la t i on  o f  s i t e  r en t , 

e lect r i ci t y , t o t a l  f i x ed  cost s, an d  v ar iab le  

cost s p er  u n i t . 
AO2 :  Sev en  m ar k s f o r  co r r ect  ca lcu la t i on  o f  

w ar eh ou se r en t , d ep r ecia t ion , loan  in t er est , 

con t r ib u t ion  p er  u n i t , an d  b r eak - ev en  p o in t   

 

 

 

 

 

 

 

 

 

 

 
( 1 1 )  

 
 
Fixed Costs  -  per year                                                   Variable costs per unit  

                                                                                   (0.20  +   0.11 +   0.01)    

Rent           (£460 x 7)   =  £3 220 ( 1 )  AO1               Total £0.32 per unit  ( 1 ) AO1  

I nsurance                    =  £1 250    

Warehouse (£275 x 4)   =  £1 100 ( 1 )  b o t h  AO2  

Depreciat ion £2700 x 5 =  £1 500 ( 1 )  AO2  

                         9 

Elect r icity (£35 x 12)     =    £ 420 b o t h  

Loan     (£285 x 12)      =  £3 420( 1 )  AO2  

Total FC                         £10 910 ( 1  o f )  AO1  

 

Cont r ibut ion per unit  

(£0.55 -  £0.32)  ( 1  o f ) AO2 =  £0.23 ( 1  o f )  AO1  

 

Break Even Point     =      £10 910( 1  o f )  AO2   =   47 435 drinks  ( 1  o f )  AO2  

                                      £0.23 ( 1  o f )  AO2  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Quest ion 

Num ber 

Answer Mark 

5  ( a) ( i i )  

 

AO2  ( 5 )  
AO2 :  Fiv e m ar k s f o r  co r r ect  ca lcu la t ion  o f  

p r o f i t  f o r  2 0 1 9  

 

 
( 5 )  

 

Profit   for 2018 

            Sales =  (110 +  210 +  175 +  180)    x  200 =    135 000 units ( 1 )  AO2  

                        Sales revenue  =  135 000  x  0.55  =    £74 250 ( 1  o f )  AO2  

                            Less VC =  135 000 x  0.32 o/ f  =   (£43 200)  ( 1  o f ) AO2  

                                                           Less  FC   =   (£10 910)  ( 1  o f ) AO2  

                                                                Profit   =     £20 140 ( 1  o f ) AO2  

 
Quest ion 

Num ber 

Answer Mark 

5  ( b ) ( i )  A0 1  ( 1 )  AO3  ( 4 )  
AO1 :  On e m ar k  f o r  t o t a l l i n g  t ar g et  p r o f i t  an d  

f i x ed  cost s. 
AO3 :   Fou r  m ar k s f o r  in clu d in g  t ar g et  p r o f i t  

an d  f i x ed  cost s, an d  t h r ee m ar k s f o r  

ca lcu la t in g  t h e r eq u i r ed  con t r ib u t ion  p er  u n i t  

 

 

 

 

 
( 5 )  

 
                             Target  profit  =  £21 400  

                          +  Fixed costs   =  £11 000 ( 1 )  AO3  

                                                   £32 400 ( 1 )  AO1  

 

     135 000 o/ f  x  Cont r ibut ion per unit   =  £32 400  ( 1 )  AO3  

 

                      Cont r ibut ion per unit   =   £32 400( 1 o f )  AO3  =   £0.24 ( 1 o f ) AO3  

                                                          135 000 

 
Quest ion 

Num ber 

Answer Mark 

5  ( b ) ( i i )  AO3  ( 3 )  
AO3 :  Th r ee m ar k s f o r  ca lcu la t in g  a se l l i n g  

p r i ce 3 8  p en ce ab ov e lab ou r  cost  ( as lon g  as 

lab ou r  cost  i s ab ov e 2 0  p en ce)  

 

 

 

 
( 3 )  

 
Selling price – Variable costs   =  Cont r ibut ion 

 

                SP  -    (Labour cost  per dr ink +  0.12  +   0.02)   =  £0.24 ( 1 )  AO3  

 

                   So selling price m ust  be £0.38 higher than labour cost  ( 1 )  AO3  

 

For exam ple   Selling price £0.60 and  labour cost  £0.22 ( 1 )  AO3  

 

(Accept  any answer where selling price is £0.38 higher than labour cost ,  as long 

as labour cost  is above 20 pence (£0.20) )  

 



Quest ion 

Number 

I ndicat ive Content  Mark  

5  ( c)  AO4  ( 6 )  

 
Case for  
The town authorit ies could see a t rue and fair  view of 

the num ber of dr inks sold by the business. This 

would allow them  to charge an accurate tax on 

Jacinda’s business.  
Jacinda is assured she is m eet ing all necessary 

requirem ents and disclosures, which m ay ensure 

future cont racts for Jacinda. 
I t  will help Jacinda ensure a sm ooth running of the 

business helping her e.g. cont rol costs, planning, 

decision m aking. 

 
Case against   
The town authorit ies would have to pay a m em ber of 

staff to study the audited accounts, which would cost  

t im e and m oney.  
Jacinda has to go to the t im e and expense of having 

her accounts audited. 
Loss of confident iality by Jacinda. 

 
Decision 
I t  would be worthwhile for the town authorit ies to 

study the audited financial statem ents of Jacinda. 

 

      ( 6 )   

Level Mark Descr iptor 

 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 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 appropriate decision is m ade. 
 
Quest ion 

Num ber 

Answer Mark 

6  ( a) ( i )  

 

AO1  ( 3 )  
AO1 :  Th r ee m ar k s f o r  co r r ect  ca lcu la t i on  o f  

t o t a l  o r d in ar y  d iv id en d  p aid . 

 
Total ordinary dividend paid   
=   Dividend per share x num ber of shares 

 
=   6 pence ( 1 )  AO1  x   15 000 000 ( 1 )  AO1  
=   £900 000 ( 1 )  AO1  

 

 

 

 

 

 

 

 

 
( 3 )  

 
Quest ion 

Num ber 

Answer Mark 

6  ( a) ( i i )  

 

AO3  ( 3 )  
AO3 :  Th r ee m ar k s f o r  co r r ect  ca lcu la t i on  o f  

sh ar e p r i ce. 

 
Share price  
   =  Earnings per share  x Price/ earnings rat io 

 
=   15 pence ( 1 )  AO3  x  8.4 t im es  ( 1 )   AO3  
=    £1.26  ( 1 )  AO3  

 

 

 

 

 

 

 

 

 
( 3 )  

 
Quest ion 

Num ber 

Answer Mark 

6  ( a) ( i i i )  

 

AO2  ( 3 )  
AO2 :  Th r ee m ar k s f o r  co r r ect  ca lcu la t i on  o f  

d iv id en d  y ie ld . 

 
Dividend yield    =    Dividend per share 
                         Market  pr ice of a share 

 
                        =    6 pence( 1 )  AO2     x 100 
                            126 pence ( 1  o f )  AO2  

 
                         =    4.76% ( 1  o f ) AO2  

 

 

 

 

 

 

 

 

 

 
( 3 )  



 
 
Quest ion 

Num ber 

Answer Mark 

6  ( b ) ( i )  

 

AO1  ( 1 ) , AO2  ( 2 ) , AO3  ( 3 )  
AO1 :  On e m ar k  f o r  co r r ect  ca lcu la t ion  o f  

in t er est  on  d eb en t u r e. 
AO2 :  Tw o  m ar k s f o r  d iv id in g  b y  n u m b er  o f  

sh ar es i ssu ed  an d  f in a l  co r r ect  EPS f ig u r e. 
AO3 :  Th r ee m ar k s f o r  ca lcu la t in g  n et  p r o f i t  

a f t er  in t er est  an d  t ax  an d  p lacin g  t h is f ig u r e 

as t h e n u m er at o r  t o  f in d  EPS.  

 
Paxorient  

 
I nterest  on debenture  
=   6%   x £2 500 000 =  £150 000 ( 1 ) AO1  

 
Net  profit  after interest  and tax   
=   £3 600 000 – (£450 000 +  £150 000)  ( 1 ) AO3  
=   £3 000 000 ( 1 ) AO3  

 
 Earnings per ordinary share     
=    Net  profit  after interest  and tax       
       I ssued ordinary shares 

 
=      £3 000 000  ( 1 ) AO3    =   15p per share   
        20 000 000 ( 1 ) AO2            ( 1 )  AO2  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
( 6 )  

 
 
Quest ion 

Num ber 

Answer Mark 

6  ( b ) ( i i )  

 

AO2  ( 2 ) , AO3  ( 1 )  
AO2 :  Tw o  m ar k s f o r  u sin g  t h e co r r ect  

o r d in ar y  d iv id en d  f ig u r e an d  ca lcu la t in g  

d iv id en d  cov er . 
AO3 :  On e m ar k  f o r  u sin g  t h e co r r ect  n et  

p r o f i t  a f t er  in t er est  an d  t ax  f ig u r e. 

 
Dividend cover                       
 
 =     Net  profit  after interest  and tax  
           Total ordinary dividend                       

 
=      £3 000 000 ( 1 o f ) AO3    =    3 t im es( 1 o f ) AO2  
       £1 000 000  ( 1 ) AO2  

 

 

 

 

 

 

 

 

 

 

 
( 3 )  

 
 
 



 
 
Quest ion 

Num ber 

Answer Mark 

6  ( b ) ( i i i )  

 

AO2  ( 3 )  
AO2 :  Th r ee m ar k s f o r co r r ect  ca lcu la t i on  o f  

t h e p r i ce/ ear n in g s r a t io . 

 
Price/ earnings rat io               

 
 =   Market  pr ice of share at  year end 
      Earnings per share  

 
=        90p  ( 1 ) AO2     =   6 t im es ( 1  o f ) AO2  
          15p ( 1  o f ) AO2  

 

 

 

 

 

 

 

 

 
( 3 )  

 
 
Quest ion 

Num ber 

Answer Mark 

6  ( b ) ( i v )  

 

AO2  ( 3 )  
AO2 :  Th r ee m ar k s f o r  co r r ect  ca lcu la t i on  o f  

t h e d iv id en d  p aid  p er  sh ar e. 

 
Dividend paid per share          
=       Total ordinary dividend 
        I ssued ordinary shares 
 
=      £1 000 000 ( 1 ) AO2      =   5 pence per share   
        20 000 000 ( 1 )  AO2                      ( 1 )  AO2   

 

 

 

 

 

 

 

 

 

 
( 3 )  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Quest ion 

Number 

I ndicat ive Content  Mark  

6  ( c)  AO4  ( 6 )  

Ow n  f ig u r e r u le  ap p l ies f o r  ca lcu la t ion s 

f r om  ( a)  an d  ( b )  
For I nvestm ent  in Paxorient  plc 
The dividend cover is higher by 0.5 t im es               

(3 t im es com pared to 2.5 t im es)  which m eans 

Paxorient  have a safer policy with regard to 

dividends, when com pared to net  profit  after interest  

and tax. 
Paxorient  have a higher net  profit  before and after, 

interest  and tax. 
The dividend yield for Paxorient  plc is higher than 

Chinoso plc by 0.79%  (5.55%  com pared to 4.76% ) .  

 
For I nvestm ent  in Chinoso plc   
The price/ earnings rat io of Chinoso plc is higher by 

2.4 t im es (8.4 t im es com pared to 6 t im es) .  
The dividend paid per share is higher in Chinoso by 1 

pence (6 pence com pared to 5 pence) . 

 
Decision 
With the inform at ion given, dividend yield m ight  be 

the best  figure to use for investm ent , m aking 

Paxorient  the best  investm ent .        ( 6 )   

Level Mark Descr iptor 

 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 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 appropriate decision is m ade. 
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