
PAPER2A 
Accounting Module 

General Principles of Marking 

l The answers given in this marking scheme are'suggestions'only. 
accepted. 

Other relevant answers will also be 

2. Where the number of points required is specified in a question, markers will mark the first listed points up
to the number required, and cross out other points as'excess'. 

3. The general guidelines for points which are awarded O to 2 marks each are as follows:

0 mark 
1 mark 
2 marks 

irrelevant or ambiguous answers 
mention of key concept or words 
explanation of the concept stated 

SECTION A 

QUESTION l Marks 

(a) Accounting principle/concept violated:
money measurement concept 

Explanations: 
only transactions capable of being expressed in monetary terms 
accounting records of an entity 
good reputation cannot be quantified in terms of money and should not be reflected in the
financial statements 

- goodwill would be recorded only when it is purchased from an existing business
(1 mark for each relevant explanation, max. 2 marks) 

2

are included in the

Sundry revenue
Goodwill 

Dr
＄ 

300 000 

Cr
＄ 

300 000 
½ 
½ 

(4)

(b) 

%

l

½

½

½

 

2013 March 
Balance b/d (i) 
Trade payable (ii) 
Trade receivables (iii)
Trade receivables (iv)
Dividend income (iv) 

Cash at bank 
$ 2013 March 

三；f§I#三::fee(v)

2 840 Balance c/d 
484 940 

＄

82 750
32 110
8 800

165 500
195 780 
484 940 

½

1

%

%

％

 

(6) 

Total: 10 marks 
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SECTION C 

QUESTION 7 

(a) 

Marks 

2011 2012 

(i) Current ratio

$79 680 + $37 500 + $32 020 + $200 
$43 300 + $23 100 

= 2.25: I 

(ii) Liquid ratio

$37 500 + $32 020 + $200 
$43 300 + $23 100 

1.05: I 

(iii) Days'sales m accounts receivables

($37 500 + $37 260) I 2 

$454 790 
x 365 days 

= 30.00 days 

(iv) Inventory turnover (in times)

$454 790 - $96 110 
($79 680 + $88 320) I 2 

= 4.27 times 

(v) Net profit ratio

$115 000 - $69 521 
$454 790 

= 10.00% 

(vi) Earnings per share

$115 000 - $69 521 

31 000 shares 

= $1.47 per share 

X }QQo/o 

$162 936 + ($85 864 + $14 000) + $500 
$100 200 + $60 000 + $15 000 

= 1.50 : 1 

($85 864 + $14 000) + $500 
$100 200 + $60 000 + $15 000 

0.57 : I 

($37 500 + $85 864 + $14 000) I 2 
$625 942 + $14 000 

x 365 days 

39.17 days 

($625 942 + $14 000)- ($230 191+ $14 000) 
($79 680 + $162 936) / 2 

= 3.26 times 

($132 722 + $14 000)- $115 000 
$625 942 + $14 000 

X }00% 

= 4.96% 

($132 722 + $14 000) - $115 000 
31 000 shares 

$1.02 per share 

(ii) Ways:
better control over the level of inventory kept 
tighten credit policy so as to shorten its collection period from customers 
increase cash discounts to attract early settlement from customers 
issue shares instead of making loans and bank overdraft 

(1 mark for each relevant way, max. 3 marks) 

2½ 

2

2½ 

2½ 

2½ 

2.

 

(14) 

(b) (i) Profitability of 2012 was worse than 2011 I 
Other comments: 2 

net profit ratio dropped substantially from I 0% to 4.96% 

this might be the result of poor control over the operating expenses 
earnings per share, which is a yardstick for the performance of the company, was 
decreased by $0.45 

(I mark for each relevant comment, max. 2 marks) 
(3) 

3

(3) 

Total: 20 marks 
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QUESTION 8 

(a) 

Marks 

Helen Ltd - Shop C 
Bud eted income statement for the ear ended 31 December 2014 

Sales ($6 000 000 x 0.2) 
Cost of goods sold 
Gross profit [$1 200 000 x 0.225 (WI)] 
Selling expenses 

- Fixed rental expenses ($270 000/3)
- Sales commission ($630 000 x 0.2)

Administrative expenses 
- Salaries ($560 000 x 3/7)
- Office expenses($ 350 000 x 3/7)

Net loss 

＄ 

1 200 000 
(930 000) 

270 000 

(90 000) 
(126 000) 

(240 000) 
(ISQ,000) 
(336 000) 

(b) Helen Ltd 
Bud eted income statement for the ear ended 31 December 2014 

Sales ($6 000 000 x 0.8 x 1.1) 
Cost of goods sold 
Gross profit ($5 280 000 x 0.48) 
Selling expenses 

- Rental expenses of Shop A and Shop B ($270 000 x 2/3)
- Rental deposit forfeited
- Sales commission ($630 000 x 0.8 x 1.1)

Administrative expenses 
- Salaries ($560 000 -$120 000)
- Redundancy compensation
- Office expenses ($350 000 x 4/7 + $350 000 x 3/7 x 4/5)

Net profit 

＄ 

5 280 000 
(2 745 600) 

2 534 400 

(180 000) 
(15 000) 

(554 400) 

(440 000) 
(20 000) 

(320 000) 
I 005 000 

I
%
 

½ 
½ 
½ 

(6) 
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(c) As net profit will be increased by $115 000 ($1 005 000 -$890 000), Helen Ltd should close Shop C. 2 
(2) 

(d) Non-financial factors:
The need to focus on a longer-term time horizon: A decision based on two years is too short 4 
The impact on the morale of staff working in other shops: potential threat of redundancies lead 
to lower morale and productivity 
Negative image of the company as a whole from the closure 

(2 marks for each relevant factor, max. 4 marks) (4) 

Total: 20 marks 
' 

Workin�s: 

(W 1) Gross profit percentage as a whole= $2 700 000 / $6 000 000 x 100% = 45% 
Gross profit percentage for Shop C = 45% x½ = 22.5% 

END OF PAPER 2A 
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