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Section A – Multiple Choice Questions  
Answer these in your answer booklet – do NOT write on this Question Paper.  

Write ONE (1) correct answer from A, B, C, or D for each question in your answer 
booklet.  

Each question is worth 1 mark.  

Marks 
Question 1 
 
Which of the following statements best describes the role of financial accounting in a 
firm? 

1 

 
A It records a firm's transactions in the books of accounts  
B It converts a firm's transactions into financial information  
C It prepares financial statements of a firm for its financial audit  
D It provides information to the firm’s external stakeholders and managers for 

decision-making 
 

 
Mark scheme: 
D. It provides information to the firm’s external stakeholders and managers for 
decision-making 

 

 

 

Question 2 
 
Which accounting concept is used to recognise the depreciation of each period in the 
income statement? 

1 

 
A Prudence concept  
B Going concern concept  
C Realisation concept  
D Matching concept  
 
Mark scheme: 
D. Matching concept 
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Marks 
Question 3 
 
Which of the following measurement bases can be used to measure the elements of 
financial statements as per UK standards? 
 

A- Historical cost 
B- Fair value 
C- Realisable value 
D- Present value 

1 

 
A A and B only  
B A and C only  
C C only  
D All of the options above  
 
Mark scheme: 
D. All of the options above 

 

 

Question 4 
 
In activity-based costing systems, costs are accumulated according to specific activities 
by using: 

1 

 
A Cost driver  
B Cost pools  
C Cost centre  
D Cost-benefit analysis  
 
Mark scheme: 
A. Cost drivers 

 

 

Question 5 
 
The value of the business's 12% fixed deposit is £100,000. The interest calculated for the 
year is £1,200. The interest of the company is: 

1 

 
A An expense  
B An income  
C A liability  
D An asset  
 
Mark scheme: 
B. An income 
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Marks 
Question 6 
 
If all other factors remain constant, which of the following will lead to an increase in the net 
present value of a project? 

A- Increase in the expected cash inflows. 
B- Decrease in the initial investment cost. 
C- Increase in the residual value of the asset. 
D- Increase in the required rate of return. 

1 

 
A (i) and (ii) only  
B (i) and (ii) only  
C (i), (ii), and (iii) only  
D (ii) and (iv) only   
 
Mark scheme: 
C. (i), (ii), and (iii) only 

 

 

Question 7 
 
Cash account debit         £15,500 
Debtor's account credit   £15,500 
 
The transaction for the above double entry is: 

1 

 
A Cash paid to the debtor £15,500  
B Cash paid to creditors £15,500  
C Cash received from creditors £15,500  
D Cash received from debtors £15,500   
 
Mark scheme: 
D. Cash received from debtors £15,500 
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Marks 
Question 8 
 
The following information is extracted from BTX PLC's financial statements. 
 

Net income of the Business £275,850 

Equity Capital £2,250,000 

Cost of Capital 10% 

 
What is the Residual Income for BTX Plc? 

1 

 
A £22,500  
B £27,585  
C £50,850  
D £65,750  
 
Mark scheme:  
C. £50,850 

 

 

Question 9 
 
Select the suitable words to fill in the blanks. 
 
The building rent paid is an …………. account, and the building payable is a …………. 
account. 

1 

 
A Expense account, Liability account  
B Liability account, Expense account  
C Income account, Expense account  
D Income account, Expense account  
 
Mark scheme: 
A. Expense account, Liability account 
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Marks 
Question 10 
 
What ratios are used to measure an entity's financial stability and liquidity? 1 
 
A Debt-equity ratio and Current Ratio  
B Interest Cover Ratio and Total Asset Ratio  
C Quick ratio and Debtors Turnover Ratio  
D Return on Total Asset Ratio and Current Ratio  
 
Mark scheme: 
A. Debt-equity ratio and Current Ratio 

 

 

Question 11  
 
Which of the following is not an enhancing qualitative characteristic of financial 
information according to the conceptual framework for financial reporting used in the UK? 

1 

 
A Comparability  
B Faithful representation  
C Timeliness  
D Understandability  
 
Mark scheme: 
B. Faithful representation 

 

 

Question 12 
 
Many companies focus on lowering production costs by offering a quality good or service 
to their loyal customers. A risk involved in the cost leadership strategy is: 

1 

 
A Ineffective cost control systems  
B Difficulty in achieving a balance between high and low-price differentiation  
C Implement closer supervision of labour, raw materials, and other expenses  
D The production and distribution processes are becoming rapidly updated  
 
Mark scheme: 
A. Ineffective cost control systems 
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Marks 
Question 13 
 
The following information is given for Samy’s business for the year ending 31st July 2025. 
 

Statement of Financial Position as of 31st July 2025 

 £ 

Non-current assets + Current Assets - Current liabilities 16,000 

Capital Account  

Opening Balance 11,500 

Add: Net profits   5,750 

 17,250 

Less: Drawings  (1,250) 

 16,000 

    

1 

What is the return on capital employed ratio (ROCE) for Samy’s business?  
 
A ROCE=40%  
B ROCE=24%  
C ROCE=36%  
D ROCE=10%  
 
Mark scheme: 
C. ROCE=36% 

 

 

Question 14 
 
Xies Limited has fixed costs of £60,000 per annum. It manufactures a single product, which 
sells for £ 20 per unit. Its contribution to sales ratio is 40%. 
Xies Limited’s break-even point in units is, 

1 

 
A 1,200 units  
B 1,800 units  
C 5,000 units  
D 7,500 units  
 
Mark scheme: 
D. 7,500 units 
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Marks 
Question 15  
 
Consider the following information for a business for the month of July 2025. 
 

 £ 
Cash paid for purchases                         25,000 
Cash collected from customers              80,000 
Expenses paid                                        15,000 
Cash balance   
 On 1st July                    50,000   
 On 31st July                  40,000 
Investment in 2-month treasury bills  
1st June 2025                                          100,000 
31st July 2025                                        NIL 

 
What is the total net cash flow from operating activities? 

1 

 
A An inflow of £40,000  
B An inflow of £110,000  
C An outflow of £150,000  
D An outflow of £100,000  
 
Mark scheme: 
D. An outflow of £100,000 
 

Total 15 Marks 
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Section B - Answer ALL questions 

Marks 
Question 16  
   
a) Define the term ownership interest. 2 
   
 Mark scheme: 

This is known as owner’s equity. It represents the amount to which the owner is 
entitled after all assets have been sold to pay off the available debts. This is also 
referred to as the residual interest in the business after deducting all liabilities. 
 
1 mark for mentioning ownership interest in equity. 
1 mark for defining ownership interest as the residual income to the owner. 

 

   
b) Explain TWO (2) characteristics of assets. 2 
   
 Mark scheme: 

• Assets are controlled by the business. 

• Assets generate future economic benefits to the business. 

• Assets can be measured in terms of monetary value. 

• Assets arise due to a past event or transactions. 
 
1 mark for each of the points above, to a maximum of 2 marks. 
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Marks 
c)  Several transactions took place at Beth's business during the first week of June 2025. 6 
   
 i) 1st June: Beth invested cash in the business £200,000. 

ii) 2nd June: Obtained a bank loan £300,000. 
iii) 3rd June: Purchased goods in cash £20,000. 
iv) 5th June: Purchased goods on credit £15,000. 
v) 6th June: Beth invested cash in the business £20,000.  
vi) 7th June: Beth withdraws £3,000 from the business for personal use. 

 
Show the impact of each transaction by displaying the corresponding amounts in the 
accounting equation. 

 

Assets                                                                          =Equity         + Liabilities 

Date Cash  Inventories  Debtors Equity Bank loan 

      
 

 

   
 Marking Scheme: 

Transaction a. 

Assets                                                                         = Equity          + Liabilities 

Date Cash Inventories Debtors Equity Bank Loan 

June 1st  +200,000   +200,000  

 
Transaction b. 

Assets                                                                         = Equity          + Liabilities 

Date Cash  Inventories Debtors Equity Bank Loan 

June 2nd  +300,000    +300,000 

 
Transaction c. 

Assets                                                                         = Equity          + Liabilities 

Date Cash  Inventories Debtors Equity Liabilities 

June 3rd -20,000 +20,000    

 
Transaction d. 

Assets                                                                         = Equity          + Liabilities 

Date Cash Inventories Debtors Equity Liabilities 

June 5th   +15,000   +15,000 

 
Transaction e. 

Assets                                                                         = Equity          + Liabilities 

Date Cash Inventories Debtors Equity Liabilities 

June 6th  +20,000   +20,000  

 
Transaction f. 

Assets                                                                         = Equity          + Liabilities 

Date Cash Inventories Debtors Equity Liabilities 

June 7th  -3,000   -3,000  

 
Award 1 mark each for the correct recording of each entry. 
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Marks 
d) Calculate the total equity value of Beths’ business on 30th June 2025. 2 
   
 Mark Scheme: 

 
Equity= Capital invested+ Additional Capital-Drawings 
Equity=£200,000+£20,000-£3,000 
Total Equity=£217,000 
 
1 mark for correctly identifying components (Capital + Additional capital- 
Drawings). 
1 mark for the correct total equity calculation. 

 

   
e) Describe the double entries for the following transactions. 

 
i) Started a business by investing £150,000 
ii) Purchased goods for cash £10,000 
iii) Sold goods for credit £25,000 
iv) Paid the electricity bill £5,000 
v) Owner withdraws goods for personal use £3,000 

5 

   
 Mark scheme: 

 
a) Started a business by investing £150,000. 

 
Cash Account Debit £150,000 
Capital Account Credit £150,000 
 

b) Purchased goods for cash £10,000. 
 

Purchase Account Debit £10,000 
                Cash Account Credit £10,000 
 

c) Sold goods for credit £25,000. 
 
                Debtors Account Debit £25,000 
                Sales Account Credit £25,000 
 

d) Paid the electricity bill £5,000.                 
 
Electricity Expense Account Debit £5,000 
Cash Account Credit £5,000 
 

e) The owner withdraws stocks for personal use £3,000. 
 
Drawings Account Debit £3,000 
Purchases Account Credit £3,000 
 

Award 1 mark for each correct double-entry recording. 
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Marks 
f) State THREE (3) benefits of producing financial statements. 3 
   
 Mark Scheme:  
 1. Assists various stakeholders in making informed business decisions.   

2. Ensures that the financial statements comply with regulatory requirements 
and accounting standards.   

3. Aids in evaluating a firm's performance through income statements, 
financial position, and cash flow statements. 

 
Award 1 mark for each benefit of producing financial statements. 

 

   
 Total 20 Marks 
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Marks 
Question 17  
 
As the Finance Director of Zeo plc, you report the company's financial position at board 
meetings. The report includes a break-even analysis, which is graphically represented. The 
figures for the year ended 31st March 2024 are shown on the graph below. 
 

 
 

Fixed costs £ 480,000 

Variable costs per refrigerator £160 

Selling price per refrigerator £240 

Number of refrigerators sold 6,500 

 
Using the break-even chart, you must present these figures at the next meeting. 

 

  
a) Draw the figures for the year ended March 31, 2025, in a break-even chart, for the 

output range of 0 units to 6,500 units. 
 

• Fixed costs 

• Total costs 

• Sales revenue 
 

4 
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 Mark scheme: 
 

 
 

 
 
Award 1 mark for constructing the fixed cost curve. 
Award 1 mark for constructing the variable cost curve. 
Award 1 mark for constructing the total cost curve. 
Award 1 mark for constructing the sales revenue curve. 
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Marks 
b) Determine the following based on the break-even chart for the year ended 31st March 

2025. 
 

   
 i) Break-even point, in revenue in £(pounds) and output in units.  2 
    
  Mark scheme: 

 
The break-even point is where TR = TC. 
 
Revenue is £1,440,000 
Award 1 mark. 
 
The break-even point is reached when the output is 6,000 units. 
Award 1 mark. 

 

    
 ii) Profit at 6,500 units.  1 
    
  Mark scheme: 

 
Profit generated at 6,500 units 
 
The Total Revenue at 6,500 units: £1,560,000 
 
The Total cost at 6,500 units is £1,520.000 
 
Total profit: TR-TC £1,560,000-£1,520,000=£40,000 
Award 1 mark. 

 

    
 iii) Margin of safety in units.  1 
    
  Mark scheme:  

 
Margin of safety in units 
 
6,500 units sold- 6,000 units (Breakeven)=500 units 
Award 1 mark. 
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Marks 
c) Evaluate the performance of Zeo plc during the year ended 31st March 2025 by 

comparing the performance to the year ended 31st March 2024. 
7 

   
 Mark scheme: 

 
Evaluation Framework for Zeo Plc Comparison between 2024/2025 
 

• The sales volume has increased to 6,500 units in 2025 from 6,000 units in 
2024, indicating strong demand and improved sales performance. 

 

• Sales revenue increases from £1,320,000 to £1,560,000, a revenue growth. 
 

• Fixed costs increase by £40,000 with the production level. 
 

• The total production costs increase due to the higher production volume 
compared to 2024. 

 

• Zeo plc breaks even at 6,000 units in 2025, while in 2024 it breaks even at 
5,000 units. A higher breakeven output indicates less cost efficiency. 

 

• The firm's margin of safety increases, which indicates that the firm is secure 
and decreases the risk of losses. 

 

• In 2024, profits amounted to £100,000; however, in 2025, they declined to 
£40,000. 

 
Award 1 mark each to any point mentioned above up to a maximum of 7 marks. 

 

   
 Total 15 Marks 
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Marks 
Question 18  
 
a) Define what standard costing is. 2 
   
 Mark scheme: 

 
This is a cost accounting technique that assigns a predetermined cost (to 
materials, labour, and overheads) to the cost of production. (1 mark). 
 
This technique helps to compare standard costs and revenues with actual results 
to identify variances, which are used to drive improved performance. (1 mark). 

 

   
b) During a specific period at V Tech Limited, 11,200 kilograms of materials were used, 

with a total standard cost of £46,248. The material usage variance was £492 adverse.  
 
Calculate the standard weight allowed for the material for that period? 

4 

   
 Mark scheme: 

 
Actual quantity used =11,200kg 
Total standard cost=£46,248 
Adverse usage variance = £492 
 

Standard price per kg = 
£𝟒𝟔,𝟐𝟒𝟖𝟏𝟏,𝟐𝟎𝟎𝟎=£4.13 per Kg. 

Award 1 mark. 
 

Quantity variance 
 

 𝑸𝑽 = 𝑺𝒕𝒂𝒏𝒅𝒂𝒓𝒅 𝒒𝒖𝒂𝒏𝒕𝒊𝒕𝒚 − 𝑨𝒄𝒕𝒖𝒂𝒍 𝒒𝒖𝒂𝒏𝒕𝒊𝒕𝒚 𝒙 𝒔𝒕𝒂𝒏𝒅𝒂𝒓𝒅 𝒑𝒓𝒊𝒄𝒆 
 𝟒𝟗𝟐(𝑨) = (𝑺𝒕𝒂𝒏𝒅𝒂𝒓𝒅 𝒒𝒖𝒂𝒏𝒕𝒊𝒕𝒚 − 𝟏𝟏, 𝟐𝟎𝟎)𝒙 𝟒. 𝟏𝟑 
 
Award 1 mark. 𝑺𝒕𝒂𝒏𝒅𝒂𝒓𝒅 𝒒𝒖𝒂𝒏𝒕𝒊𝒕𝒚 − 𝟏𝟏, 𝟐𝟎𝟎 = −𝟒𝟗𝟐𝟒. 𝟏𝟑  

Award 1 mark. 
 𝑺𝒕𝒂𝒏𝒅𝒂𝒓𝒅 𝒒𝒖𝒂𝒏𝒕𝒊𝒕𝒚 = 𝟏𝟏𝟗. 𝟏𝟐 + 𝟏𝟏, 𝟐𝟎𝟎 = 𝟏𝟏, 𝟑𝟏𝟗. 𝟏𝟑 𝒌𝒈 
 
Award 1 mark. 
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Marks 
c) V Tech Limited purchased 6850 kgs of material at a total cost of £21,920. The material 

price variance was £1,370 favourable. 
 
Calculate the standard price per Kilogram? 

3 

   
 Mark Scheme: 

 
Actual quantity purchased = 6,850 kg 
Actual cost=£21,920 
Material price variance=£1,370 favourable 
 𝑨𝒄𝒕𝒖𝒂𝒍 𝒑𝒓𝒊𝒄𝒆 = £𝟐𝟏, 𝟗𝟐𝟎𝟔, 𝟖𝟓𝟎 = £𝟑. 𝟐𝟎 𝒑𝒆𝒓 𝒌𝒈 

 
Award 1 mark. 
 𝑴𝒂𝒕𝒆𝒓𝒊𝒂𝒍 𝒑𝒓𝒊𝒄𝒆 𝒗𝒂𝒓𝒊𝒂𝒏𝒄𝒆 = (𝒔𝒕𝒂𝒏𝒅𝒂𝒓𝒅 𝒑𝒓𝒊𝒄𝒆 − 𝑨𝒄𝒕𝒖𝒂𝒍 𝒑𝒓𝒊𝒄𝒆)𝒙 𝑨𝒄𝒕𝒖𝒂𝒍 𝒒𝒖𝒂𝒏𝒕𝒊𝒕𝒚 
 𝟏, 𝟑𝟕𝟎 = (𝑺𝑷 − 𝟑. 𝟐𝟎)𝒙𝟔, 𝟖𝟓𝟎 
Award 1 mark. 
 𝑺𝑷 = 𝟐𝟏, 𝟗𝟐𝟎 + 𝟏𝟑𝟕𝟎𝟔𝟖𝟓𝟎 = £𝟑. 𝟒𝟎 𝒑𝒆𝒓 𝒌𝒈 

Award 1 mark. 
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Marks 
d) Based on the calculations in sections (b) and (c), explain how the significance of the 

variance relates to material impacts on V Tech Limited. 
4 

   
 Mark Scheme: 

 
Based on the calculations in (b) and (c), V Tech Ltd experienced two material 
variances. 
 
Material usage variance 
 

• V Tech Ltd has a 492 adverse variance. Hence, this indicates V Tech Ltd 
has used 119 kg more material than the standard for production. 

     (1 mark). 
 

• This indicates inefficiencies in the production process, leading to higher 
costs and reduced profit margins. (1 mark). 

 
Material price variance 
 

• V Tech Ltd experienced a favourable variance of £1,370 because the 
company paid £0.20 less per kilogram for raw materials than the standard 
rate. (1 mark). 

 

• This reflects effective procurement, and cost control is being achieved in 
purchasing, supporting profitability. (1 mark). 

 

   
e) Explain what variance analysis is. 2 
   
 Mark scheme: 

 
Variance analysis measures the difference between the expected standard cost 
and the actual costs incurred. (1 mark) 
 
It involves breaking down the total variance to identify how much of it is due to 
differences in resource usage compared to the standard. (1 mark) 

 

   
 Total 15 Marks 
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Marks 
Question 19  
  
a) Define a current asset and provide an example to illustrate its application. 4 
   
 Mark scheme: 

A current asset is a short-term resource expected to be converted into cash, 
sold, or used (1 mark), supporting the daily operations of a business (1 mark), 
with a normal operating cycle of 12 months from the reporting date (1 mark). 
 

• A business has debtors worth £50,000, which are expected to be settled 
within the next 2 months. 

 

• Holding inventory worth £20,000 that is expected to be sold within the 
next month. 

 
Award 1 mark for any example provided. 

 

   
b) Explain the First-In, First-Out (FIFO) and Last-In, First-Out (LIFO) approaches to 

measuring inventories and cost of goods sold. 
4 

   
 Mark scheme: 

 

• The assumption in FIFO is that the oldest inventory is sold first (1 mark). The 
cost of goods sold is determined based on earlier purchases, while the 
closing inventory is valued at the cost of goods purchased more recently (1 
mark). 

 

• In the Last In, First Out (LIFO) method, it is assumed that the most recently 
purchased inventory items are sold first (1 mark). This means that the cost 
of goods sold is calculated based on the cost of the latest purchases, while 
the closing inventory is valued based on the cost of older purchases (1 
mark). 
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Marks 
c) Explain the accruals concept and demonstrate how it is applied to the expenses of 

the period. 
4 

   
 Mark scheme: 

The fundamental accounting principle of the accruals concept is that income 
and expenses should be recorded in the period they are earned or incurred, 
when the cash is received or paid. 
 
Award 1 mark for the definition. 
 
The primary purpose of the accruals concept is to ensure that revenues and 
expenses are matched within the same period, providing a true and fair view of 
the financial statements. 
 
Award 1 mark for the purpose. 
 
Accrued expenses are recorded as an expense in the income statement, and a 
liability is created in the financial position. 
 
Award 1 mark for recognising accrued expenses in the financial statements. 
 
Prepaid expenses, only the portion related to the current period is charged to 
the income statement; the balance is treated as a prepaid asset. 
 
Award 1 mark for recognising prepaid expenses in the financial statements. 

 

   
d) Define the matching concept briefly with an example. 2 
   
 Mark scheme: 

According to the matching concept, expenses are matched with the revenues 
generated in the same accounting period. (1 mark) 
 
Example: If company X Ltd generates revenue of £25,000 by selling clothing and 
pays £2,000 in wages related to the sales assistance, both the revenue and 
expenses should be recorded if the salaries are paid in July. 
 
Award 1 mark for any example provided. 
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Marks 
e) X Ltd purchased a motor vehicle on 1st May 2024 for a value of £500,000. The motor 

vehicle is depreciated at a rate of 10% per annum on a straight-line basis. 
 

   
 i) Calculate the depreciation for the motor vehicle as of 30th April 2025. 1 
    
  Mark scheme: 

Depreciation= Cost * Depreciation rate 
 
Depreciation; £500,000*10%= £50,000 per annum. 
 
1 mark for the correct calculation of depreciation per annum on the cost of 
the motor vehicle at the depreciation rate of 10%.  

 

    
 ii) Calculate the net book value of the motor vehicle as of 30th April 2025. 1 
    
  Mark scheme:  

Net book value: £500,000-£50,000=£450,000. (1 mark) 
 

   
f) An entity acquired a machine on April 1, 2023, for £400,000, which is expected to 

have a useful life of 8 years. The annual depreciation charge is calculated using the 
reducing balance method at a rate of 20% per annum.  
 
Calculate the depreciation and the net book value as of March 31, 2025. 

4 

   
 Mark scheme: 

 
Cost of the machine: £400,000 
Useful life: 8 years 
Depreciation rate 20% reducing balance. 
 
Depreciation for Year 1=£400,000*20%= £80,0000 (1 mark) 
 
Net book value on 31 March 2024= £400,000-£80,000=£320,000 (1 mark) 
 
Depreciation for Year 2= £320,000*20%=£64,000 (1 mark) 
 
Net book value on 31 March 2025= £320,000-£64,000=£256,000 (1 mark) 

 

   
 Total 20 Marks 
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Marks 
Question 20  
 
a) Identify THREE (3) needs of users for information regarding their ownership interest in 

a company. 
3 

   
 Mark scheme: 

1. Owners and investors need information to evaluate the company's 
profitability and returns. 
 

2. Investors assess a company's financial health by collecting information 
on assets, liabilities, liquidity ratios, and gearing to determine the safety 
of their investment. 
 

3. Shareholders can use financial information to inform their investment 
decisions and enhance their ownership interest. 
 

Award 1 mark each, up to 3 marks. 

 

   
b) The following information is extracted from Geo Plc for the year ended 31 August 

2025.  
 

 £’000 

Ordinary share capital    600 

Retained earnings    400 

15% debentures    500 

Current liabilities    300 

Non-current assets 1 250 

Current assets  

Inventory    300 

Debtors    400 

Cash and cash equivalents      50 

Sales 3 000 

Cost of sales 2 200 

Income tax for the year    200 

Interest cost      75 

Profit for the year    400 
 

 

   
 Calculate the following ratios:  
   
 i) Quick ratio. 1 
    
  Mark scheme: Quick Ratio = Current Assets − InventoryCurrent Liabilities = 750,000 − 300,000300,000 = 450,000300,000= 1.5: 1 
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  Marks 
 ii) Inventory Turnover ratio. 1 
    
  Mark scheme: Inventory Turnover Ratio = Cost of SalesAverage Inventory ∗ 365 = 2,200,000300,000 ∗ 365= 7.33 times 

 

    
 iii) Debt-to-equity ratio. 1 
    
  Mark scheme: Debt to Equity Ratio = Non − current liabilitiesEquity = 500,0001,000,000 = 0.5: 1 

 

    
 iv) Interest coverage ratio. 1 
    
  Mark scheme: Interest Coverage Ratio = Profit before Interest and TaxInterest = 675,00075,000 = 9 times 

 

    
 v) Return on capital employed ratio. 1 
    
  Mark scheme:  

 Return on Capital Employed = Operating ProfitCapital Employed x100 

 ROCE = 675,0001,500,000 x100 = 45% 
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Marks 
c) Explain TWO (2) uses and TWO (2) limitations of ratio analysis. 4 
   
 Mark scheme: 

TWO (2) uses of ratio analysis 
1. Ratios help evaluate a business's performance by comparing profitability, 

efficiency, and solvency across different periods or with competitors. 
2. Helps stakeholders to make informed financial decisions. 

 
 Award 1 mark each for explaining up to 2 marks. 
 
TWO (2) limitations of ratio analysis 
1. Ratios do not account for the time value of money, as they are calculated 

using historical costs and do not consider price changes between different 
accounting periods. 

2. There is no standard definition as companies use different formulas for 
ratios, e.g., gearing can be calculated in two different ways. 

 
Award 1 mark for each limitation of ratio analysis identified. Accept any correct 
alternative. 

 

   
d) Corporate social responsibility (CSR) has become an important aspect of many 

companies. Discuss how Corporate Social Responsibility (CSR) impacts business 
organisations. 

3 

   
 Mark scheme: 

Corporate social responsibility is not just a trend; it has become a vital 
component of how many companies operate.  
 

• Embracing Corporate Social Responsibility (CSR) not only enhances a 
company's reputation and brand value. Companies actively engage in 
Corporate Social Responsibility (CSR) to build trust and goodwill among 
stakeholders. 

• Attracts top talent and strengthens customer loyalty.  
Companies with a strong corporate social responsibility (CSR) strategy 
tend to improve employee morale and satisfaction. Customers are more 
likely to support companies that act ethically and support the environment. 

• Investing in social responsibility contributes to a more sustainable future 
and long-term profitability. In today's world, businesses that prioritise 
social responsibility are more likely to succeed and have a positive impact 
on society. Although corporate social responsibility (CSR) may incur short-
term costs, it can help achieve long-term goals by enhancing risk 
management, fostering innovation, and promoting sustainability. 

 
Award 1 mark for why companies are actively involved in CSR. 
Award 1 mark for why firms improve employee morale and strengthen customer 
loyalty through CSR. 
Award 1 mark for the importance of place by firms to invest in CSR for long-
term sustainability. 

 

 Total 15 marks 
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End of paper 
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Learning Outcomes Matrix 
 

Question Learning Outcomes / Assessment 
Criteria assessed 

Marker can differentiate 
between varying levels of 
achievement 

1 1.9  Yes 

2 3.19  Yes 

3 2.17  Yes 

4 1.17  Yes 

5 3.2  Yes 

6 1.29  Yes 

7 3.9  Yes 

8 1.30  Yes 

9 2.8  Yes 

10 1.13  Yes 

11 2.16  Yes 

12 1.34  Yes 

13 5.3  Yes 

14 1.11  Yes 

15 5.8  Yes 

16 2.5-2.15  Yes 

17 1.9-1.19  Yes 

18 1.20-1.27  Yes 

19 3.1-3.26   Yes 

20 4.1-4.12   Yes 

 
Grade Descriptors 

 

Learning Outcome  Pass  
(40-59%)  

Merit  
(60-69%)  

Distinction  
(70-100%)  

1. Understand the 
purpose of management 
accounting and its 
importance to a business 
for sustainability and 
decision-making. 

Demonstrate a clear 
understanding of the 
subject matter.  
 
Consistently interpret and 
evaluate relevant 
information and ideas to 
complete tasks, address 
well-defined problems, 
and provide appropriate 
justifications for 
conclusions. 
 
Shows a sufficient ability 
to evaluate the 
effectiveness of methods, 
actions, and outcomes. 
 
The ability to identify, 
select, and use 
appropriate information 
and methods to reach 
valid conclusions. 

Demonstrates a strong 
understanding and 
knowledge of the subject 
matter.  
 
Offers critical 
interpretation and 
evaluation of relevant 
information and ideas to 
complete tasks, solve 
well-defined problems, 
and provide clearly 
explained and appropriate 
justifications for 
conclusions. 
 
Effectively identify, select, 
and apply relevant 
information, skills, 
methods, and procedures 
to reach well-explained 
and appropriate 
conclusions. 

Demonstrate a thorough 
understanding and deep 
knowledge of the subject 
matter. 
 
Provides consistently 
critical interpretation and 
evaluation of relevant 
information and ideas to 
complete tasks, address 
well defined problems, 
and give well explained 
and highly appropriate 
justification for 
conclusions. 
 
Can effectively identify, 
select, and apply suitable 
information and methods 
to reach well-explained 
and highly appropriate 
conclusions. 
 

2. Analyse the financial 
health and performance 
of a business using 
information from financial 
statements and data. 

3. Recognise, describe 
and analyse the financial 
concepts in relation to 
non-current (fixed) 
assets, current assets, 
current liabilities and 
non-current (long-term) 
liabilities.  

4. Recognise and 
discuss the accounting 
principles related to 
ownership interest, and 
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recall, define, interpret 
and perform ratio 
analysis calculations. 

 
Utilise the provided 
information for thorough 
investigation and analysis 
to draw informed 
conclusions. 

 

 
Utilises comprehensive 
investigation and in-depth 
analysis of the provided 
information to derive 
insightful conclusions that 
drive informed decision-
making.  
  

Conducts detailed 
investigation and critical 
analysis of information to 
draw well-explained 
conclusions. 

5. Recognise and discuss 
the principles of and 
issues around reporting 
corporate performance 
and reporting cash 
flows.  

 
 


