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SECTION 1 — 80 marks

Attempt ALL questions

 1. Chapman and Elrick are in partnership, sharing profits and losses in the ratio of equity 
invested. The following is their Trial Balance as at 31 December Year 3, after the 
preparation of the Income Statement to Gross Profit.

£000 £000

Gross Profit 131

Inventory at 31 December Year 3 12

Warehouse Expenses payable 1

Wages 20

Rates 9

Rent Received 20

Heat and Light 18

Property at cost 190

Equipment at cost 80

Delivery Vans at cost 32

Provisions for Depreciation at 1 January Year 3:

Equipment 11

Delivery Vans 12

Cash and Cash Equivalents 62

Trade Receivables 40

Trade Payables 30

Provision for Doubtful Debts at 1 January Year 3 6

VAT 17

Discounts   3

Equity Accounts:

Chapman 200

Elrick 100

Current Accounts at 1 January Year 3:

Chapman 10

Elrick  9

Drawings:

Chapman 50

Elrick 25

Loan — Elrick 40

£564 £564
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MARKS 1. (continued)

NOTES AT 31 DECEMBER YEAR 3:

 1. The partnership agreement of Chapman and Elrick states:

•  interest on equity will be paid at 5% per annum

•  interest on drawings will be charged at 4% per annum

• a partnership salary of £23,000 will be paid to Chapman.

 2. Inventory at 31 December Year 3 had a market value of £14,000.

 3. Heat and Light receivable £2,000.

 4. Wages payable £3,000.

 5. The Rates payment for the final quarter of the year is payable.

 6. Equipment, which was purchased on 31 May Year 1 and cost £30,000, 
was sold on 31 October Year 3 for £20,000 by cheque. It is the firm’s 
policy to charge a full year’s depreciation in the year of purchase and 
none in the year of sale. No entries have been made in respect of this 
sale.

 7. Provide for depreciation per annum as follows:

 (i) Equipment — 10% on cost.

 (ii) Delivery Vans — 20% of the reduced balance.

 8. The Provision for Doubtful Debts is to be adjusted to 5% of Trade 
Receivables.

 9. Finance costs on the loan from Elrick are payable at 5% per annum.

 10. Property was professionally revalued at £200,000.

(a) Prepare:

 (i) an Income Statement for the year ended 31 December Year 3

 (ii) the updated Current Accounts

 (iii) a Statement of Financial Position as at 31 December Year 3.

(b) Describe how a manufacturing profit is treated in financial statements.

[Turn over

16

6

17

1
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MARKS

2. PART A

The following budgeted data relates to the manufacturing firm Crawford plc for the 
period May to November Year 2.

May June July August September October November

Sales in units 6,000 6,200 7,000 8,000 8,350 9,800 10,100

Closing inventory at the end of each month is equal to 20% of the sales of the following 
month.

(a) Prepare the Production Budget for the period May to October.

The following information is available:

 1. The Cash and Cash Equivalents balance at 1 July is expected to be £43,000.

 2. The retail selling price per unit is £50.

• Credit sales represent 80% of total sales.

•  Credit sales are sold to trade customers at a discount of 10% on the retail 
selling price, providing they pay within one month.

•  It is estimated that 75% of credit customers pay within one month.

•  The remaining credit customers pay within 2 months of sale, however 2% of 
the amount due from these customers is expected to be bad debts.

 3. Costs per unit are as follows:

•  Materials — £20 per unit, payable in the month before production

•  Labour — £18 per unit, payable in the month of production

• 	 Variable	overheads	—	£10	per	unit,	 ²⁄₃	 payable	 in	 the	month	of	production	
and the remainder in the month following production.

 4. Fixed overheads, including depreciation of £2,000, are £8,000 per month.

 5. Part	 of	 the	 firm’s	 premises	 is	 sublet	 at	 an	 annual	 rental	 of	 £20,000.	 This	 is	
payable quarterly in advance, starting in January.

 6. New machinery will be purchased in August for £400,000, payable as follows:

•  a deposit of 10% paid in the month prior to purchase

•  the balance paid in 8 equal monthly instalments, beginning one month after 
purchase.

 7. In June, 200,000 £1 ordinary shares will be issued at a premium of £0·50. 
Payment for these shares will be made 2 months later.

(b) Prepare the Cash Budget for July to September. 

4

25
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MARKS
2. PART B

Duffus Chemicals plc manufactures a product in 3 separate processes. The details for 
Process 2 for the month of May are as follows:

Transfer from Process 1 1,000 kgs @ £5 per kg

Materials 2,000 kgs @ £3 per kg

Labour 500 hours

Variable overheads £2 per labour hour

Good Output transferred to Process 3 2,300 kgs

Closing work-in-progress 500 kgs worth £2,500

Labour rate £12 per hour

Fixed overheads £4,925

Normal loss 5% of total input quantity

All losses are sold for £3 per kg.

Using the information shown above, prepare:

(a) the account for Process 2 for the month of May, showing quantities, cost and values

(b) the Abnormal Loss Account for the month of May.  

[Turn over

11
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SECTION 2 — 40 marks

Attempt ALL questions

3. PART A

The following information is available for 2 companies:

Barclay plc Harlaw plc

Profit for the Year after Tax £400,000 £200,000

Ordinary Shares of £1 each £500,000 £400,000

5% Preference Shares

4% Debentures

£400,000

£100,000

-

£200,000

Ordinary Shares Market Price £2·50 £4·00

Ordinary Dividend per Share £0·10 £0·12

(a) Calculate for each company:

 (i) Dividend Yield

 (ii) Dividend Cover

 (iii) Earnings per Share.

(b) Analyse the ratios calculated in (i) — (iii) above and give advice to a potential investor.

(c) Describe 2 limitations of ratio analysis. 

(d) State 3 non-financial performance indicators. 

3. PART B

Thom plc has an opening inventory of 200 kgs at £5·00 per kg of Material A at the 
beginning of May. The following information is available for Material A for the month.

Date Transaction Units Price

4 May Purchases 300 kgs £5·50

9 May Issues to shop 100 kgs

15 May Purchases 400 kgs £5·70

20 May Returns of inventory bought on 15 May 300 kgs

25 May Purchases 500 kgs £5·60

Prepare the Inventory Record Card for Material A for the month of May using the Weighted 
Average (AVCO) valuation system. Show quantity, price and value of units purchased, 
issued and held.

1

3

 2

3

2

3

6

MARKS
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MARKS
4. Garioch Enterprises plc has equity available for investment in Project A or Project B. 

The	company’s	project	consultants	have	provided	the	following	information.

Project A Project B

Initial investment £320,000 £325,000

Residual value £100,000 £175,000

Investment life 5 years 5 years

Estimated net cash flow (excluding initial investment)

Year 1 £70,000 £94,000

Year 2 £79,000 £85,000

Year 3 £74,000 £79,000

Year 4 £62,000 £68,000

Year 5 £45,000 £40,000

(a) Calculate the profit earned in each year for Project A and for Project B.

(b) Show the results of applying the following methods of investment appraisal to each 
project:

(i)  Accounting Rate of Return (based on average profits earned on the initial 
investment)

(ii)  Payback Period (to the nearest day).

(c) Describe one advantage and one disadvantage of using each of the following methods 
of investment appraisal:

(i)  Accounting Rate of Return

(ii)  Payback Period.

[END OF SPECIMEN QUESTION PAPER]

6

4

6

4
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General marking principles for Higher Accounting 
 
Always apply these general principles. Use them in conjunction with the specific marking 
instructions, which identify the key features required in candidates’ responses. 
  
(a) Always use positive marking. This means candidates accumulate marks for the 

demonstration of relevant skills, knowledge and understanding; marks are not 
deducted for errors or omissions. 

 
(b) If a candidate response does not seem to be covered by either the principles or 

specific marking instructions, and you are uncertain how to assess it, you must seek 
guidance from your team leader.  

 
(c) Always follow through consequentiality subsequent to a calculative error and give 

credit for any errors in subsequent calculations or working. 
 
(d) Mark scored out or erased working which has not been replaced, where still legible. 

However, if the scored out or erased working has been replaced, mark only the work 
which has not been scored out. 

 
(e) For state questions, candidates must list a number of relevant items or facts. These 

must relate to the context of the question and do not need to be in any particular 
order. 

 
Up to the total mark allocation for this question: 

 
• award 1 mark for each relevant item or fact. 

 
(f) For describe questions, candidates must make a number of relevant factual points, 

which may be characteristics and/or features, as appropriate to the question asked. 
These points may relate to a concept, process or situation.  Candidates may provide 
a number of straightforward points or a smaller number of developed points, or a 
combination of these.  

 
Up to the total mark allocation for this question:  

 
• award 1 mark for each relevant factual point  
• award 1 mark for any further development of a relevant point, including 

exemplification when appropriate.  
 

(g) For analyse questions, candidates must demonstrate their ability to identify, 
describe and explain relevant parts and the relationships between the parts and/or 
the whole. Candidates must be able to draw out and relate any implications.  

 
Up to the total mark allocation for this question:  

 
• award 1 mark for each relevant point of analysis  
• award 1 mark for any further development of a relevant point, including 

exemplification when appropriate. 
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Marking instructions for each question 

Section 1 

Question Expected answer(s) 
Max 
mark 

Additional guidance 

1. (a) (i) Chapman and Elrick       

Income Statement for year ended 31 December Year 3     
 £000  £000  £000  

Gross Profit     131 (1) 
       

Less Expenses       

Wages (20 + 3)   23 (1)   

Rates (9/3*4)   12 (1)   

Heat and Light (18 - 2)   16 (1)   

Loss on sale of Equipment   4 (1)   

Finance Cost — Elrick   2 (1)   

Depreciation: Equipment (50*10%)   5 (2)   

                Delivery Vans (32 - 12)*20%   4 (1) 66  

     65  

Add Income       

Rent Received   20 (1)   

Discount Received   3 (1)   

Decrease in provision for bad debts   4 (1) 27  
PROFIT FOR YEAR  
 

    92  
 

16 Award 1 mark for 
correct entry of Trial 
Balance items (they 
must appear only 
once).  
 
It is advisable to 
check both accounts 
before awarding 
marks. If an entry 
does appear twice, 
apply +/- rule.  
 
Depreciation: 
Equipment — award 
1 mark if answer  
is 8. 
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Question Expected answer(s) 
Max 
mark 

Additional guidance 

   Add       
Interest on Drawings       

Chapman   2    

Elrick   1 (1) 3  

 
Less 
Interest on Equity     

95 

 

Chapman   10    

Elrick   5 (1)   

Salary — Chapman   23 (1) 38  

     57  

Share of Profit       

Chapman   38    

Elrick   19 (1) 57  

       
 

 The mark for labels, 
headings and 
arithmetic is 
awarded in part 
(iii). 
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Question Expected answer(s) 
Max 
mark 

Additional guidance 

  (ii) Current Account — Chapman        

 Dr  Cr  Bal   

Opening Balance   10  10 Cr  

Interest on Equity   10  20 Cr  

Salary   23  43 Cr  

Share of Profit   38  81 Cr  

Interest on Drawings 2    79 Cr  

Drawings 50    29 Cr  

        

        

Current Account — Elrick        

 Dr  Cr  Bal   

Opening Balance 9    9 Dr (1) 

Interest on Equity   5  4 Dr (1) 
Share of Profit   19  15 Cr (1) 
Interest on Loan   2  17 Cr (1)* 
Interest on Drawings 1    16 Cr (1) 
Drawings 25    9 Dr (1) 
        
        

 

6 Award 1 mark for 
correct entry in both 
current accounts.  
 
* Award 1 mark if 
both salary and loan 
interest are entered 
correctly in the 
appropriate Current 
Accounts, but not if 
Loan is included. 
 
Award 3 marks if 
complete reversal of 
debits and credits.  
 
If an error is made in 
the running balance 
or if no current 
account is shown, 
lose award mark for 
first item only.  
 
If Equity balance is 
included, do not 
award Interest on 
Equity mark. 
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Question Expected answer(s) 
Max 
mark 

Additional guidance 

  (iii) Statement of Financial Position as at 31 December Year 3    
 £000  £000  £000  

Non-current Assets Cost Agg Dep NBV  

Property 190  - 10  200 (1) 
Equipment 50  10  40 (2) 
Delivery Vans 32  16  16 (1) 

     256  
Current Assets       
Inventory   12 (1)   
Cash and Cash Equivalents (62 + 20)   82 (1)   
Trade Receivables (40 - 2)   38 (1)   
VAT   17 (1)   
Heat and Light receivable   2 (1)   

   151    
Less Current Liabilities       
Trade Payables 30 (1)     

Wages Payable 3 
(2) 

    
Warehouse Expenses Payable 1     
Rates Payable 3 37    

Working Equity     114  
Net Assets Employed     370  
       
Non-current Liabilities       
Loan — Elrick     40 (1) 

Net Assets     330  
 

17 Apply the +/- rule to 
this question.  
 
Non-current Assets 
Equipment — award  
1 mark if answer is 
61. 
 
Current Liabilities 
Award 2 marks if all 
3 items are correct 
and 1 mark if only 2 
items are correct. Do 
not award marks if 1 
or 0 items are 
correct. 
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Question Expected answer(s) 
Max 
mark 

Additional guidance 

   EQUITY       

Equity — Chapman   200    

              Elrick   100 (1) 300  

Current Account — Chapman   29    

                             Elrick   - 9 (1) 20  

Revaluation Reserves     10 (1) 

     330  

Headings, labels ( ) and arithmetic across both statements (1) 
 
 
Working       
Cost 30  Equipment at cost = 30  

Depreciation to Date 6  Depreciation = 6 

Net Book Value (NBV) 24      

Proceeds 20  Cash and Cash Equivalent + 20 

Loss 4  
Expenses — loss on sale of 
equipment = 4 

       
 

  

 (b)  The Manufacturing Profit would be added to the Gross Profit. (1) 1  
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Question Expected answer(s) 
Max 
mark 

Additional guidance 

2. (a)  PART A 
 
PRODUCTION BUDGET FOR MAY TO OCTOBER      

        

 MAY JUNE JULY AUGUST SEPTEMBER OCTOBER 

Sales units 
      
6,000  

      
6,200  

      
7,000  

     
8,000         8,350     9,800  

(1) 

less Opening Inventory 
      
1,200  

      
1,240  

      
1,400  

     
1,600         1,670     1,960  

 
      
4,800  

      
4,960  

      
5,600  

     
6,400         6,680     7,840   

add Closing Inventory 
      
1,240  

      
1,400  

      
1,600  

     
1,670         1,960     2,020  (2) 

Production units 
      
6,040  

      
6,360  

      
7,200  

     
8,070         8,640     9,860  (1) 

 

4 Award 1 mark if 
Sales units and 
Opening Inventory 
are correct. 
 
Award 2 marks if all 
Closing Inventory 
entries are correct, 
but only 1 mark if 
there is one error. 
Do not award marks 
if there are 2 or 
more errors. 
 
Award 1 mark if 
Opening Inventory is 
deducted and 
Closing Inventory is 
added, and all 
arithmetic correct. 
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Question Expected answer(s) 
Max 
mark 

Additional guidance 

 (b)  CASH BUDGET FOR JULY TO SEPTEMBER    
     
 July August September  
     
OPENING BALANCE  43,000  - 62,000  165,900  (1) 

     
ADD RECEIPTS      
Cash Sales 70,000  80,000  83,500  (2)* 
Credit Sales one month 167,400     189,000  216,000  (4) 
Credit Sales 2 months 58,800  60,760  68,600  (4) 
Rent of Premises 5,000    (1) 
Shares Issued  300,000   (1) 
TOTAL RECEIPTS 301,200  629,760  368,100   

     
LESS PAYMENTS      
Materials 161,400  172,800  197,200  (2)* 
Labour 129,600  145,260  155,520  (2)* 
Variable Overheads 2/3 48,000  53,800  57,600  (2)* 
Variable Overheads 1/3 21,200  24,000  26,900  (2)* 
Fixed Overheads 6,000  6,000  6,000  (1) 
Machinery 40,000   45,000  (2) 
TOTAL PAYMENTS 406,200  401,860  488,220   

     
CLOSING BALANCE  - 62,000  165,900  45,780   

 
Headings, including time periods, and labels ( ), Opening and Closing Balance and Cash 
Budget arithmetic. (1) 

25 * Award 2 marks if 
all months are 
correct, but only 1 
mark if there is one 
error. 
 
Award 2 marks if 
the July Credit Sales  
one-month figure is 
correct, and then 1 
mark each for 
correct August and 
July figures. 
 
Total Receipts 
figures should only 
include Receipts and 
should not include 
the Opening 
Balance. 
 
Award 1 mark for 
each machinery 
figure. 

  



page 09 

Question Expected answer(s) 
Max 
mark 

Additional guidance 

 (a) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 

(b) 
 
 

 PART B 
 
PROCESS 2 ACCOUNT          

  DR CR Bal  

  
Qty 
(kg) 

CPU 
£ 

£ 
Qty 
(kg) 

CPU 
£ 

£ 
Qty 
(kg) 

CPU 
£ 

£ 
 

From Process 1 1,000 5·00 5,000       1,000   5,000 (1) 
New Material 2,000  3·00 6,000       3,000   11,000 (1) 
Labour     6,000           17,000  

(1) Variable Overheads     1,000           18,000 

Fixed Overheads     4,925           22,925 

Normal Loss       150 3·00 450 2,850   22,475 (1) 
Work in Progress       500   2500 2,350 8·50 19,975 (1) 
Transfer to Process 3       2,300 8·50 19,550 50 8·50 425  (2)* 
Abnormal Loss       50 8·50 425 0   0 (1) 
          
ABNORMAL LOSS ACCOUNT               

 
    

DR 
    

CR 
    

         
Bal 

 

 
Qty 
(kg) 

CPU  
£ 

£ 
Qty 
(kg) 

CPU  
£ 

£ 
Qty 
(kg) 

CPU  
£ 

£ 
 

From Process 2 50 8·50 425       50 8·50 425 (1) 

Cash and Cash  
Equivalents    

50 3·00 150 0   275 
(1) 

Income Statement      275   0 (1) 
 

11 Award mark if the 
entry and balance 
are correct. 
 
Do not award Labour 
mark if any entry in 
Quantity and/or CPU 
for Labour.  
 
Award 1 mark if 
Labour, Variable 
Overheads and Fixed 
Overheads are 
correct.  
 
* Award 2 marks for 
Transfer to Process 3 
entry — all or 
nothing. 
 
Watch for 
consequentiality with 
Abnormal Loss 
account.  
 
If nomenclature 
incorrect, do not 
award mark on first 
occasion. 
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Section 2 
 

Question Expected answer(s) 
Max 
mark 

Additional guidance 

3. (a) (i) PART A 
 
Dividend Yield: 
Ordinary Dividend per Share/Market Price per Share * 100   

      

Barclay plc 0·10/2·5  Harlaw plc 0·12/4  

 4%   3% (1) 

      
 

1 Award 1 mark if both 
figures are correct. 

  (ii) Dividend Cover: 
(Profit for the Year after Tax - Preference Share Dividend)/Ordinary Share Dividend   

       

Barclay plc (400,000 - (5%*400,000))/(0·1*500,000) Harlaw plc 200,000/(0·12*400,000) 

 (400,000 - 20,000)/50,000   4·17 times (1) 
 7·6 times (2)     

 

3 Award 2 marks if 
figure for Barclay plc 
is correct — all or 
nothing. 
 
No need to state 
‘times’. 
 

  (iii) Earnings per Share: 
(Profit for the Year after Tax - Preference Share Dividend)/Number of Ordinary Shares 

       

Barclay plc (400,000 - 20,000)/500,000  Harlaw plc 200,000/400,000  

                                £0·76  (1)      £0·50   (1) 
 

2  
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Question Expected answer(s) 
Max 
mark 

Additional guidance 

 (b)  • Short-term investors may favour Barclay plc, as the Dividend Yield Ratio is more attractive, 
indicating the return is higher. (1) 

• Investors looking for a more secure, longer-term investment may be attracted, as Barclay plc has 
reinvested more profits back into the business, with a Dividend Cover of over 7 times. (1) 

• Earnings per Share is 26p per share more than Harlaw plc and earning in relation to share price 
may indicate that it is a good time to buy in Barclay plc. (1) 

3 Award 1 mark for 
each piece of advice 
related to the ratio 
information calculated 
in 3(a). 
 

 (c)  • As the information the ratios are based on is historical, it is out of date. (1) 
• Companies use different accounting policies, so are difficult to compare. (1) 
• Owing to inflation, comparisons across years are less meaningful. (1) 
• Differing company strategies make comparison between companies difficult. (1) 
• For comparisons to be meaningful, organisations must be similar in size and operate in the same 

industry. (1) 
• External factors are not taken into account. (1) 

2 Award 1 mark for 
each description. 

 (d)  • employee relations (1) 
• customer satisfaction (1) 
• health and safety record (1) 
• environmental policies, including net carbon footprint (1) 
• number of customers (1) 
• number of new shops opened (1) 
• new products developed/innovation (1) 
• ethical policies (1) 
• market share (1) 

 

3 Award 1 mark for 
each statement. 
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Question Expected answer(s) 
Max 
mark 

Additional 
guidance 

3.   PART B 
 

Inventory Record Card — AVCO          

  Receipts Issues Balance  

Date Details 
Qty 
(kg) CPU Total 

Qty 
(kg) CPU Total 

Qty 
(kg) CPU Total  

01 May Balance 200 5·00 1,000    200 5·00 1,000 (1) 
04 May Purchases 300 5·50 1,650    500 5·30 2,650 (1) 
09 May Issues to shop   100 5·30 530 400 5·30 2,120 (1) 
15 May Purchases 400 5·70 2,280    800 5·50 4,400 (1) 
20 May Returns    300 5·70 1,710 500 5·38 2,690 (1) 
25 May Purchases 500 5·60 2,800    1,000 5·49 5,490 (1) 

 

6 Award mark if 
both the entry 
and balance are 
correct. 
 
If nomenclature 
incorrect, do not 
award mark on 
first occasion. 
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Question Expected answer(s) 
Max 
mark 

Additional 
guidance 

4. (a)  PROFITS EARNED FOR PROJECT A  PROFIT EARNED    
     YEAR 1 £70,000 £44,000 £26,000  

Initial investment  £320,000   YEAR 2 £79,000 £44,000 £35,000  
Residual value £100,000   YEAR 3 £74,000 £44,000 £30,000 (1) 

   £220,000 (1) YEAR 4 £62,000 £44,000 £18,000  
Life of project  5  YEAR 5 £45,000 £44,000 £1,000  
   £44,000 per year (1)     
          
          
PROFITS EARNED FOR PROJECT B  PROFIT EARNED    
     YEAR 1 £94,000 £30,000 £64,000  
Initial investment  £325,000   YEAR 2 £85,000 £30,000 £55,000  

Residual value £175,000   YEAR 3 £79,000 £30,000 £49,000 (1) 
   £150,000 (1) YEAR 4 £68,000 £30,000 £38,000  

Life of project  5  YEAR 5 £40,000 £30,000 £10,000  
   £30,000 per year (1)     

 

6 Award 1 mark 
for calculating 
the profit 
earned in each 
year over  
5 years for 
Project A and 
the same for 
Project B. 
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Question Expected answer(s) 
Max 
mark 

Additional 
guidance 

 (b) (i) ACCOUNTING RATE OF RETURN (ARR)   

       

PROJECT A £26,000   ARR 6·9% (1) 
 £35,000      

 £30,000      

 £18,000      

 £1,000 £110,000     

Average profits £22,000 (1)    

       

       

ACCOUNTING RATE OF RETURN (ARR)    

       

PROJECT B £64,000   ARR 13·3% (1) 
 £55,000      

 £49,000      

 £38,000      

 £10,000 £216,000     

Average profits £43,200 (1)    

      
 

4  
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Question Expected answer(s) 
Max 
mark 

Additional 
guidance 

  (ii) PAYBACK PERIOD       

Project A   Investment  £320,000    

        

 INFLOWS CUMULATIVE INFLOWS    

YEAR 1 £70,000 £70,000      

YEAR 2 £79,000 £149,000      

YEAR 3 £74,000 £223,000      

YEAR 4 £62,000 £285,000  4 years +   
((£320,000 - £285,000) 
(1)/£45,000 (1))*365 

YEAR 5 £45,000 £330,000  283·89 days   

        

    4 years 284 days (1)*  
        

PAYBACK PERIOD       

Project B  Investment  £325,000    

        

 INFLOWS CUMULATIVE INFLOWS    

YEAR 1 £94,000 £94,000      

YEAR 2 £85,000 £179,000      

YEAR 3 £79,000 £258,000      

YEAR 4 £68,000 £32,6000  3 years +  
((£325,000 - £258,000) 
(1)/£68,000 (1))*365 

YEAR 5 £40,000 £36,6000  359·63 days   

        

    3 years 360 days (1)*  
 

6 * Award marks 
only if 
expressed in 
years and days 
(rounded up). 
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Question Expected answer(s) 
Max 
mark 

Additional guidance 

 (c) (i) 
 
 
 
 
 
 
 
 
 
 
 
 
 

(ii) 
 

Accounting Rate of Return (ARR) 
 
Advantages 
• Similar to other accounting ratios used for making accounting comparisons. (1) 
• Easy to understand and simple to calculate. (1) 
• Emphasises the necessity of profit. (1) 
 

Disadvantages 
• Does not consider the time value of money. (1) 
• Ignores the timing of cash inflows and outflows. (1) 
• No target rate of return. (1) 
• Where timescales are different, ARR is not suitable. (1) 
• ARR is not suitable for comparing projects with different investment amounts. (1) 
• Benefits of high profits in the early years is ignored. (1) 
 

Payback Period 
 

Advantages 
• Very easy to understand and calculate. (1) 
• Can compare mutually exclusive projects. (1) 
• May encourage growth, by favouring projects providing a quick return. (1) 
• Reduces the time during which liquidity is at risk. (1) 
 

Disadvantages 
• Calculation and timing of net cash flows may be difficult. (1) 
• Ignores profitability. (1) 
• Ignores net cash inflows after payback period. (1)  
• Ignores time value of money. (1) 

4 Award maximum 1 mark for 
describing one advantage and 
one disadvantage of each 
method. 

 
[END OF SPECIMEN MARKING INSTRUCTIONS] 



Published: October 2018

Change since last published:
Amends to marking instructions.  


	HigherSQPAccounting QP
	HigherSQPAccounting MI Cover
	HigherSQPAccounting MI
	RNQ Specimen Change Sheet Accounting


<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /PageByPage
  /Binding /Left
  /CalGrayProfile (Gray Gamma 2.2)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.3
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends false
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize false
  /OPM 1
  /ParseDSCComments false
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage false
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness false
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts false
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
    /3Of9Barcode
    /Goudy
    /Goudy-Bold
    /Goudy-BoldItalic
    /Goudy-Italic
    /Helvetica
    /Helvetica-Bold
    /Helvetica-BoldOblique
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages false
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages false
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages false
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (U.S. Web Coated \050SWOP\051 v2)
  /PDFXOutputConditionIdentifier (CGATS TR 001)
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /BleedOffset [
        0
        0
        0
        0
      ]
      /ConvertColors /NoConversion
      /DestinationProfileName (U.S. Web Coated \(SWOP\) v2)
      /DestinationProfileSelector /UseName
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MarksOffset 6
      /MarksWeight 0.250000
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /UseName
      /PageMarksFile /RomanDefault
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
    <<
      /AllowImageBreaks true
      /AllowTableBreaks true
      /ExpandPage false
      /HonorBaseURL true
      /HonorRolloverEffect false
      /IgnoreHTMLPageBreaks false
      /IncludeHeaderFooter false
      /MarginOffset [
        0
        0
        0
        0
      ]
      /MetadataAuthor ()
      /MetadataKeywords ()
      /MetadataSubject ()
      /MetadataTitle ()
      /MetricPageSize [
        0
        0
      ]
      /MetricUnit /inch
      /MobileCompatible 0
      /Namespace [
        (Adobe)
        (GoLive)
        (8.0)
      ]
      /OpenZoomToHTMLFontSize false
      /PageOrientation /Portrait
      /RemoveBackground false
      /ShrinkContent true
      /TreatColorsAs /MainMonitorColors
      /UseEmbeddedProfiles false
      /UseHTMLTitleAsMetadata true
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [595.276 841.890]
>> setpagedevice




