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Introduction

The examination saw a reasonably good performance from candidates with the mean higher 
than recent COVID hit exams. The mean score was back to where it is ideally meant to be.
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Question 1

This question was answered reasonably well, although it was the lowest scoring question of 
the two questions in Section A.

Answers to (a) calculating the goodwill were usually correct.

Part (b) rarely scored more than three marks because most candidates were unable to 
calculate the purchase price of £35 000 000 correctly. Candidates usually knew that goodwill 
was found by subtracting the value of Kwale from the purchase price paid.

Candidates scored fairly well in (c) although some lost marks by entering assets at the 
revalued amount. Many answers left out the Purchase Consideration and the Profit on 
Realisation.

The Statement of Financilal Position in (d) usually scored quite well. However, many answers 
left out goodwill and incorrectly calculated the value of Ordinary shares and the Share 
Premium. Nearly all answers omitted the cash payments made to shareholders.

Answers to (e) were weak as many candidates failed to address the question, instead giving 
general advantages and disadvantages of a merger. Those who tried to discuss which group 
of shareholders benefitted the most scored more highly.

This candidate achieved a total of 30 marks, which was slightly above the mean of 26 marks 
for this question,
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In (a) the candidate lost 1 mark having entered 20 000 for inventory 
instead of 90 000. The 20 000 was the reduction in value.

For (b) the candidate did not calculate the purchase price correctly. 
They gained two marks for subtracting their own figure for the value of 
Kwale and one for an own figure answer.

The candidate produced a correct answer in (c) and scored a full 8 
marks.

Section (d) scored 9 marks for PPE, computers, F + F, motor vehicles, 
goodwill (2 – one for Voi and one for Kwale o/f) , trade receivables, non-
current liabilities and current liabilities.

No marks were given for totals as sub totals for each section were not 
shown and there was an alien in General Reserve. An alien is an item 
that should not be there.

The answer to (e) was only a Level 1 answer as it did not address the 
question. There were a few correct statements about eg numbers of 
shares but the answer focussed on mergers in general.

Entries in the Realistion account should be at the value shown on the 
Statement of Financial Position, not at any agreed valuation amount.

Candidates should show the totals for sections of the Statement of 
Financial Position ie Non-current assets, Current assets, Equity, Non-
current liabilities, and Current liabilities.
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Question 2

This question was answered well and was the highest scoring question in Section A.

The net cash flow for the project was answered very well in (a) with most answers correct.

Answers to (b) were usually good, with the only part found tricky the months of the payback. 
The land was sold on the last day of the year so the cash flow for the payback calculation 
should have been £72 000 rather than £122 000.

The average rate of return calculation in (c) was found to be a little trickier. Many candidates 
wrongly stated costs of £450 000 per year, which they had taken from (a). The costs should 
have been £950 000 per year, which included depreciation.

For (d) answers for the net present value were generally good as candidates are strong on 
this topic.

The internal rate of return in (e) was found challenging by many candidates. A large number 
had not learnt the formula, and many became confused when substituting into the formulas 
or carrying out the calculation. When one NPV is positive and one NPV is negative, the 
difference between the NPVs is found by "adding" the two figures together.

The evaluation in (f) was answered quite well, with most candidates being able to correctly 
interpret the results calculated in parts (a) to (e).

This candidate scored a total of 37 marks out of 55 which was a good score.
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The candidate attained full marks of 9 out of 9 with a correct answer to 
(a)

In (b), the candidate placed £1 220 000 underneath which included 
£500 000 paid on the last day of the year. This resulted in an incorrect 
month calculation and lost one mark.

When answering (c), the candidate scored 7 out of 10 marks. 3 marks 
were lost for an incorrect calculation of the average investment.

The candidate was awarded 4 as a fair figure, despite being confused 
by the use of brackets. The candidate has placed inflows in brackets 
and has outflows not in brackets. The candidate has made correct 
calculations for each year so was awarded four marks.

The internal rate of return answer started well with a correct formula. 
However, the candidate had trouble with the mathematical 
interpretation of the formula. The minus 2% shown, should have been 
plus 2%. The 2% should then have been used to multiply the 39 300/81 
600, not taken from the 10%. Using the own figure rule and the answer 
from (d), the £81 600 was correct. Candidate scored 6 marks.

The answer to (f) saw many of the figures calculated in (a) to (e) 
repeated without much interpretation. The answer was a Level 2 
answer and scored 4 marks.

If the payback is in the final year, exclude any receipts from a sale on 
the last day of the year from the denominator underneath when 
calculating the months for payback.

When calculating the average investment, the amount paid at the start 
and the funds received when sold must be added to find the average 
investment.
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Question 3

This was the second highest scoring question in Section B.

Answers to (a)(i), the Distribution Costs, were usually good. Candidates were able to include 
the correct items and calculate depreciation. They also handled the ratios well. The most 
common omission was Commission on sales.

Responses in (a)(ii), the Administrative expenses, also scored well. The most common item 
included in error was the Allowance for Irrecoverable debts. Only the Irrecoverable debts 
written off needed to be included.

The evaluation in part (b) was usually only at a Level 1 or Level 2 standard. Candidates were 
aware of the basics of the Auditors' Report. However, they struggled to evaluate the contents 
and the importance of the Report.

This was answered well by the candidate and scored a total of 24 marks.
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Section (a)(i) scored 15 marks out of 16. The mark not attained was the 
one for the incorrect total, being £93 870 short.

The candidate scored 6 out of 8 marks for the Administrative 
expenses. Irrecoverable debts written off was omitted, and the total, 
once again, was wrong.

The evaluation in (b) was a Level 2 answer and achieved 3 marks. The 
answer touched on some of the importance of the Report but made 
little reference to the contents.

Candidates must try to focus on exactly what the evaluation question 
is asking. In (b), this was the contents and importance of the Auditors' 
Report. Candidates need to try to avoid a "write all you know about..." 
approach.
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Question 4

This was the lowest scoring question in Section B. The question tested candidates knowledge 
of the different types of cost, and marginal and absorption costing.

Answers to (a)(i) were reasonable, with candidates more likely to achieve a mark with an 
example than an explanation of the term.

The graphs for (a)(ii) were often inaccurate, with scores here being poor.

Attempts for (b) were usually quite good, with candidates showing knowledge of the two 
methods. Marks were often lost calculating the value of inventory, incorrectly placing the 
fixed costs, or omitting contribution.

The evaluation in (c) showed a wide range range of responses. Some were very good with a 
decent coverage of effects, others failing to make any relevant points.

This candidate scored an excellent 25 out of 30 marks, a Grade A answer.
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The semi-variable cost explanation came very close to scoring one 
mark but needed just a little more. The example scored the one mark.

The explanation of semi-fixed costs contained a number of errors and 
an inappropriate example and scored no marks.

The semi-variable cost graph started at zero and therefore scored no 
marks for (a)(ii). The semi-fixed costs graph was fine.

In (b) the statement showing profit or loss scored a very good 17 
marks. The mark for the contribution figure was not awarded because 
a figure for contribution was shown in the absorption costing column.

The evaluation in (c) covered a wide range of advantages and 
consequences of using marginal or absorption costing and achieved 
full marks.

When answering an evaluation that requires choosing between 
whether to value inventory using marginal or absorption costing, 
candidates should remember the following:

to what are the costs allocated eg time period or product
when would decision making be helped eg short term or long term
which concept does it follow eg prudence or matching
what is the effect on profit and maybe tax
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Question 5

This was the highest scoring question in Section B.

Most candidates were correctly able to calculate in (a)(i), earnings per ordinary share. Some 
overlooked the fact that the shares were £0.25 shares and there were 28 000 000 shares not 
7 000 000.

This part, (a)(ii) the price/earnings ratio, was usually answered well, with some benefitting 
from the own figure rule.

Dividend per share was usually well attempted, although some made errors in the 
calculation of the total dividend.

The dividend cover in (v) was sometimes successfully calculated although many were not 
familiar with the formula required.

The return on capital employed in (vi) required knowledge of the correct formula and a good 
amount of calculations. However, there were a reasonable number of candidates who 
calculated this ratio correctly.

Answers to (b) often failed to answer the question being asked. Many answered in general 
terms about accounting ratios.
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This candidate scored only 7 marks out of a total of 30. This would just achieve an E grade.
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In part (a)(i) the candidate fails to score. Preference dividends of £7 000 
that do not exist are brought in from somewhere. The denominator is 
wrong, failing to recognise the shares are £0.25 each.

The answer to (a)(ii) benefits from the o/f (own figure) rule and gets the 
full 3 marks.

When calculating the dividend per share in (a)(iii) the total ordinary 
dividend is not stated correctly. However, the candidate gets one mark 
for the number of issued shares applying the o/f rule to (a)(i).

The candidate scores 1 mark in (a)(iv) using the o/f rule, for the 
 £1 190 000 for the total ordinary dividend from (a)(iii).

The dividend yield in (a)(v) has the formula and the figures upside 
down and scores no marks.

No marks are attained for (a)(vi) as the answer gets no further than the 
formula.

The evaluation in (b) is weak and only Level 1, scoring only one mark. 
No salient points are made.

Candidates are advised to write down the formula when calculating 
accounting ratios, even when the formula is not asked for. This helps 
candidates clearly see which figures will be required for calculations.

Units are required when giving answer. This gives an answer a 
meaning and a relevance. For example, (a)(v) if given at 3.7 has no real 
meaning. If stated as 3.7% it now has a context.
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Question 6

This question tested candidates knowledge of standard costing and variances. The question 
was the third highest scoring question in Section B.

The answers to (a) were a little weak, with few candidates managing to attain more than 2 
marks.

Responses to (b) were quite good, with calculations being generally correct.

The calculations for variances in (c) were mixed. Candidates seemed to either know the 
formulas and the topic well and attain full marks, or have very limited knowledge of how to 
calculate the variances.

The evaluation in (d) was often poorly attempted. Many answers did not address the 
question and omitted any reference to management by exception. These answers tended to 
just repeat figures calculated in (c).
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This candidate scored very well on this question, achieving 28 out of 30 marks.
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The example for 6(d) shows an excellent answer, well thought out.

The candidate states there will be extra costs and correctly gives the 
overtime figure.

The answer then suggests some actions to take such as training or 
reduce the overtime wage rate.

Next, the other side of the argument is put forward.

The answer suggests that the standards may be too high and this may 
demotivate workers.

A conclusion is given at the end.

This answer scored the maximum 6 out of 6 marks
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This candidate scored 18 marks on this question, which was good.
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The answer to (a) was basic and scored 1 mark.

The responses for (b) were all correct and scored full marks.

The variances in (c) were mixed. The labour efficiency variance was 
correct for (c)(i). However, in (c)(ii) the figures underneath were for 
production rather than hours. The answer to (c)(iii) was awarded 2 
marks for correct figures, even though any reference to Adverse or 
Favourable was omitted.

The evaluation in (d) was rather basic, being a Level 1 response and 
scored 2 marks.

Variance formulas must be learnt thoroughly.

Candidates must always state whether the variance is adverse or 
favourable. Just relying on the use of a bracket is not acceptable.
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Paper Summary

It was good to see the number of entries moving back up near to where it was at pre-COVID 
levels.

There was a wide spread of marks, across nearly the whole range of marks available.

Some candidates had clearly learnt the theory well and were successful in its application in 
this examination.

They will be rewarded with higher grade.
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Grade boundaries

Grade boundaries for this, and all other papers, can be found on the website on this link:

https://qualifications.pearson.com/en/support/support-topics/results-certification/grade-
boundaries.html
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