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INTRODUCTION
The annual qualification review provides qualification–specific support and guidance to centres.
This information is designed to help teachers preparing to teach the subject and to help candidates
preparing to take the examination.
The reviews are published in September and take into account candidate performance,
demonstrated in both on demand and series examinations, over the preceding 12 months. Global
pass rates are published so you can measure the performance of your centre against these.
The review identifies candidate strengths and weaknesses by syllabus topic area and provides
examples of good and poorer candidate responses. It should therefore be read in conjunction with
details of the structure and learning objectives contained within the syllabus for this qualification
found on the website.
The review also identifies any actual or proposed changes to the syllabus or question types
together with their implications.

PASS RATE STATISTICS
The following statistics are based on the performance of candidates who took this qualification
between 1 September 2011 and 31 August 2012.
Global pass rate

83.06%

Grade distributions
Pass
Merit
Distinction

12.24%
25.76%
62.00%

GENERAL STRENGTHS AND WEAKNESSES
A very wide range of responses, reflecting a very wide range of ability and level of preparation.
A significant number of candidates showed a mastery of the subject across a wide range of topics.
Often the level was so high that many of these may have simultaneously prepared well for the
related level 3 syllabus.
There were also a significant number of candidates who demonstrated a very poor understanding
across a wide range of topics.
A similar variation is seen in terms of presentation.
Strengths
Many candidates were very well prepared for this examination and demonstrated
clear layout of answers
good level of overall numeracy
good understanding of business calculations
As a consequence distinctions were common.
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Weaknesses
Many candidates appeared unprepared for this examination and demonstrated
poor layout of answers
poor level of overall numeracy
poor understanding of business calculations
As a consequence poor grades were common.
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TEACHING POINTS BY SYLLABUS TOPIC
Syllabus Topic 1: Simple and compound interest
Questions on this topic are generally well answered. Candidates occasionally use simple interest
when compound interest is asked for, and there are also instances of using compound interest
when simple interest is asked for, resulting in a more difficult calculation than was requested.
Candidates often appear unfamiliar with the products method. Questions are intended to test a
specific method or methods, and using a method other than the one specified in that part of the
question will inevitably lose marks.
Candidates should understand that interest is normally paid or received to the nearest penny, and
that giving answers to an inappropriate degree of accuracy is inaccurate and may be penalised.
The teaching points for the candidates are:
be familiar with all methods required by the syllabus
identify the method of interest required by the question
be able to use trial and improvement or (optionally) logarithms or other method to calculate
the duration of a compound interest loan
perform all calculations accurately
be familiar with the difference between principle, interest, and amount (principle plus
interest), and make this clear in the answer
when using compound interest, be able to calculate using the year on year method and also
using the formula, and use the appropriate method when specified
understand and apply the requirement to give answers ‘to the nearest penny’ or pound, to a
given number of significant figures or decimal places
where no requirement for a particular level of accuracy is stated, understand the need to give
answers to a suitable degree of accuracy. If in doubt, this should be to two decimal places of
a pound, dollar or euro.

Syllabus Topic 2: Stock exchanges
Questions on this topic are generally well answered. Candidates are generally familiar with all
topics, though sometimes with not all aspects of a calculation.
The teaching points for the candidates are:
be familiar with all methods required by the syllabus
understand nominal value for stock and its use in calculations of interest
understand nominal value for shares and its use in calculations of interest
understand the different methods of calculating interest for ordinary shares
understand commission, both as a percentage and a flat rate, and that it is paid rather than
earned when both buying and selling shares
understand that when a rounded figure is used in a calculation then the answer will only
have a limited accuracy, and be able to interpret this correctly

Syllabus Topic 3: Business ownership
Questions on this topic are often well answered. Candidates are generally familiar with the basic
concepts of all topics, but some have difficulty in applying these beyond the more straightforward
calculations.
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The teaching points for the candidates are:
be familiar with all methods required by the syllabus
identify the method appropriate to the question
be able to handle different requirements in different questions and different methods required
in the same question
understand contribution per unit, and be able to use it appropriately
be able to apply standard calculations in a range of situations
be aware of the different types of graph used to calculate break-even, be able to draw them
accurately, interpret them, and interpret data connected with them
understand the difference between stating and explaining an answer, when required.
Syllabus Topic 4: Profitability and liquidity
Questions on this topic are generally well answered. Candidates are generally familiar with the
required calculations of profitability and liquidity.
The teaching points for the candidates are:
be familiar with all methods required by the syllabus
be familiar with information presented in the form of a balance sheet, or cut down balance
sheet, or information derived from a balance sheet or other business data
be able to apply standard calculations in a range of situations
understand the significance of net purchases and net sales, and where appropriate use
these in preference to gross figures
be aware of guideline figures for acid test ratio and current ratio, and be able to explain both
what these figures mean in general and what specific figures mean for the healthy liquidity of
a normal company
understand the difference between stating and explaining an answer, when required
understand the difference between the rate of stockturn per annum and the average number
of days items are held in stock, and provide the answer in the form requested.
Syllabus Topic 5: Investment appraisal
Questions on this topic are often well answered. Candidates are generally familiar with the basic
concepts of all topics, though some candidates appear unfamiliar with calculations for net present
value and internal rate of return, in particular.
The four methods of investment appraisal are all quite different in nature, and so teaching points
are provided for each, as well as more generally.
The teaching points for the candidates are:
be familiar with all methods required by the syllabus
identify the method appropriate to the question
be able to apply standard calculations in a range of situations
when calculating payback period, understand the difference between a decimal of a year and
a number of months, and be able to convert between them
understand that, since there are a variety of methods in use for accounting rate of return, a
particular calculation of accounting rate of return would be required by a particular employer,
and so a specific calculation of ‘average rate of return’ is required by this syllabus
understand that project cost is a negative figure in net present value
understand and use the concept of ‘year zero’, where expenditure occurs before the first year
in which revenues are received
understand the relationship between percentage discount rate and the discount factor for a
particular year, and be able to perform calculations based on this
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treat both positive and negative net present values with appropriate care in calculations of
internal rate of return
understand that the standard calculation of internal rate or return is based on straight line
interpolation, and that this is not perfectly accurate
understand that interpolation is more accurate that extrapolation
understand the difference between stating and explaining an answer, when required.
Syllabus Topic 6: Bankruptcy
Questions on this topic are often very well answered. Candidates are generally familiar with the
difference between secured and unsecured creditors. Candidates are generally familiar with the
required calculations of rate in the pound or other currency paid to unsecured creditors, and
amount paid to creditors.
Bankruptcy involves actual payments, and so answers should normally be given to the nearest
penny.
The teaching points for the candidates are:
be familiar with all methods required by the syllabus
identify the method appropriate to the question
be able to apply standard calculations in a range of situations
understand the difference between assets and liabilities, and be able to identify
whether a particular item is an asset or liability
make sure that the money owed and paid to secured creditors is not included in
calculations of rate payable to unsecured creditors
understand that although rate payable can usefully be expressed as a percentage, it is
normally required to be stated in the appropriate currency
understand that the rate payable cannot be negative or greater than one, and use this
to check and correct answers
understand the difference between the amount owed to a creditor and the amount paid,
and in particular that the amount paid to a creditor will not be greater than the amount
owed to that creditor
handle calculations where a creditor is owed money both as a secured creditor, for
certain monies, and as an unsecured creditor for others.
Syllabus Topic 7: Depreciation of Business Assets
Questions on this topic are often well answered. Candidates occasionally use the equal instalment
method when the diminishing balance method is asked for, and more rarely use the diminishing
balance method when the equal instalment method is asked for.
Depreciation involves estimation, and therefore the appropriate level of accuracy for rounded
answers for this topic is less than other questions. Candidates are still expected to use an
appropriate level of accuracy. Candidates should be aware that omitting decimals of a pound will
not be penalised.
The teaching points for the candidates are:
be familiar with all methods required by the syllabus
identify the method appropriate to the question
be able to apply standard calculations in a range of situations
take care to provide all required elements when a table is asked for
remember that depreciation does occur in year 1, but not in year 0
understand that the equal instalment method involves straight line depreciation, where the
depreciation is the same each year
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understand that in the diminishing balance (or reducing balance) method, the amount of
depreciation also reduces each year, and that, for both columns of figures, the ratio of
adjacent years is a constant for a particular rate of depreciation
when using the equal instalment method, be able to calculate the amount of depreciation per
annum from figures supplied, including when these are the initial cost and scrap value, and
when they are in an incomplete table
when using the diminishing balance method, be able to calculate the percentage
depreciation per annum from figures supplied, including when these are the initial cost and
scrap value, and when they are in an incomplete table
understand that the diminishing balance method will never produce a net book value that is
negative
understand that the equal instalment method may mathematically produce a negative value,
and further understand that negative figures for book value are inappropriate.
Syllabus Topic 8: Index numbers
Questions on this topic are often well answered. Some candidates are inclined to offer a relative
when an index is asked for, and vice versa, or to offer these in the form of a percentage. Not all
candidates are able to handle all sub-topics with equal reliability.
The teaching points for the candidates are:
be familiar with all methods required by the syllabus
identify the method appropriate to the question
be able to apply standard calculations in a range of situations
take care to provide answers in the form required
understand that a relative is numerically the same as the ratio of a value in one year to that in
the base year, and that relatives are often close in value to 1
understand that an index is numerically the same as a value in one year expressed as a
percentage of that in the base year, and that indices are often close in value to 100
provide answers to an appropriate degree of accuracy. For index numbers, for example, this
will generally be the same level of detail as the index figures supplied
understand the difference between stating and explaining an answer, when required
be able to derive simply a percentage increase or decrease from an index number or relative
be able to state clearly the base and current dates to which an index, relative, or percentage
change relates
understand that an index or relative indicates a change in a particular quantity, such as price
or quantity or level of production or cost of living, and be able to state clearly the quantity that
has changed.
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FURTHER GUIDANCE
Candidates should read each question carefully and pay attention to key words and phrases.
Candidates should be familiar with all methods required in the syllabus. In particular candidates
should identify the appropriate method and not offer an alternative method where a specific one is
specified.
In examination papers on this syllabus, it is common for a question to incorporate elements from
different syllabus sections. This is felt to reflect business calculations found in practice.
Accuracy is important in business calculations, and this applies equally to:
reading the question
carrying out the calculation
laying out the answer
stating the final answer
Candidates are advised to provide workings and not just numerical answers.
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EXAMPLES OF CANDIDATE RESPONSES
General
Answers to questions in Business Calculations are generally either right or wrong, and overall
grades of fail, pass, merit and distinction are based on the proportion of correct answers provided.
Correct methods of calculation are widely available.
As is common in calculation-based papers, full marks are often earned on individual questions and
occasionally earned on the paper as a whole.
Generally, there is only one correct final answer to a question or section, and the Model Answers
produced for earlier papers provide many clear examples of this. The Exemplar papers now
produced also provide this information. There may be more than one method of arriving at a
correct answer, and unless a specific method is stated in the question as required than all are
credited equally. Where a final answer is wrong, then correct methods or part methods will still
earn partial credit.
Question by question
All questions are taken from Series 3 2012.
The 6 questions selected include all syllabus sections.
Correct answers, in the main, reflect the published mark scheme. Where they do, there is often
nothing of pedagogic interest to comment on.
Responses are given in question order as most questions address more than one syllabus section.
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Question 1 taken from Series 3 2012
Syllabus Topic 1: Simple and compound interest
Syllabus Topic 9: Averages
(a)

Yu Ling makes two investments at simple interest.
She invests £12,000 in each.
(i)

Investment A is for 3½ years at 4% per annum.
Calculate the amount of interest received.

(ii)

Investment B is at 4.4% per annum, and gives interest of £1,584.
Calculate the duration of the investment.

(2 marks)

(3 marks)
(b)

Caroline invests $7,000 at 3% compound interest.
Calculate
(i)

how much more interest is received in year 2 than in year 1.
(4 marks)

(ii)

the average interest per annum over the first three years.
(4 marks)
(Total 13 marks)

(a)

(i)

Interest = £12,000 x 4% x 3.5 = £1,680

(ii)

Duration of the investment (Time) = Interest / (Principal x Rate)
= £1,584 / (£12,000 x 4.4%) = 3 years

(b)

(i)

Interest in year 1 = $7,000 x 3% = $210
Amount of investment for year 2 = $7,000 + $210 = $7,210
Interest in year 2 = $7,210 x 3% = $216.30
Increase in annual interest = $6.30

(ii)

Amount of investment for year 3 = $7,210 + $216.30 = $7,426.30
Interest in year 3 = $7,426.30 x 3% = $222.789
Average interest per annum = ($210 + $216.30 + $222.789) / 3 = $216.363
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Example A
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Example A - Moderately scoring
The candidate has carried out the first section correctly.
In section (a)(ii), the candidate has used a correct formula for simple interest, and has put the
correct figures into the formula, but has then used 4.4 instead of 4.4% in the subsequent
rearrangement and calculation, resulting in an answer that is 100 times the correct one. The
candidate was credited with a correct method but lost a mark for an incorrect answer.
In section (b)(i), the candidate has carried out a task correctly, but a different task to the one
requested. The candidate has found the difference between amounts rather than interests. The
answer proved is therefore the interest for year 2. In doing this, the candidate has completed some
work appropriate to the actual requested task, and therefore received partial credit.
In the final section, section (b)(ii), the candidate has instead found the final amount and divided this
by three. Neither step taken is sufficient to score marks.
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Example B
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Example B – High scoring
This candidate has provided correct answers throughout, but only after making several corrections
to their work.
The most interesting of these corrections is in section (b)(i). The candidate has identified that the
answer first provided was incorrect, and then corrected it. This may have been the result of
meticulous checking of answers before handing in the script, which is strongly advised. It may
equally have been the result of recognising that the figures for interest received in each of the first
two years were unlikely to be so different. Such use of common sense judgment of calculated
answers is also highly recommended.

Page 13 of 33

Question 2 taken from Series 3 2012
Syllabus Topic 3: Wages and commission
Syllabus Topic 9: Averages
Glenys sews 72 dresses and is paid £306.
(a)

Calculate how much she is paid for each dress sewn.
(2 marks)

Glenys records the time she took and calculates that she has earned £6.80 per hour.
(b)

Calculate the time it took Glenys to sew the dresses.
(2 marks)

Over a period of four seeks, the number of dresses sewed each week was 72, 45, 81 and 54.
(c)

Calculate the average number of dresses she sewed per week.
(2 marks)

Harry’s gross salary is £2,080 per month. In April he paid income tax of £270, trade union
contributions, plus 4.5% of his gross salary in pension contributions. His total deduction from gross
salary is £390.
(d)

Calculate
(i)

how much Harry paid in pension contributions in April

(ii)

how much Harry paid in trade union contributions in April

(iii)

the ratio of net pay to gross pay. Express your ratio in its simplest terms.

(2 marks)
(2 marks)
(3 marks)
(Total 13 marks)

(a)

Payment per dress = £306 / 72 = £4.25

(b)

Hours worked = £306 / £6.80 = 45 hours

(c)

Average number of dresses per week = (72 + 45 + 81 + 54) / 4 = 63

(d)

(i)

Pension contributions = £2,080 x 4.5% = £93.60

(ii)

Trade union contributions = £390 – £270 - £93.60 = £26.40

(iii)

Net pay = £2,080 - £390 = £1,690
Net pay : gross pay = £1,690 : £2,080 = 13 : 16
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Example A

Example A - Moderately scoring
The candidate has provided correct answers to the first four sections. In section (b), the candidate
has correctly divided two monetary figures and initially identified the answer also as pounds
sterling, but has then corrected this error.
In section (d)(ii), the candidate has made a number of errors in calculating trade union
contributions.
In the final section, section (d)(iii), the candidate has correctly calculated net pay, incorrectly recalculated gross pay, and then correctly provided a ratio partially based on this incorrect figure.
There are two steps here that have been credited with marks, even though the answer is incorrect,
and therefore not credited.
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Example B

Example B - High scoring
The candidate has provided entirely correct answers throughout. This has been done clearly and
efficiently, with all necessary working shown. The answer therefore earned full marks.
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Question 4 taken from Series 3 2012
Syllabus Topic 2: The small business
Syllabus Topic 4: Buying and selling
Syllabus Topic 9: Averages
In March, Trader T used 2,500 units of electricity at £0.09 per unit, plus a further 1,400 units at
£0.05 per unit. In addition, she paid a standing charge. The total of the electricity bill for March was
£319.
(a)

Calculate the standing charge.
(3 marks)

(b)

Taking into account the cost of units and the standing charge, calculate the average cost per
unit in March.
(2 marks)

(c)

Taking into account only the cost of units, calculate the average cost per unit in March.
(2 marks)

Customer C bought 120 packs from Trader T at £4.98 per pack. Trader T issued an invoice for
these items and allowed a trade discount of £25.
(d)

Calculate
(i)

the percentage discount allowed
(3 marks)

(i)

the final total on the invoice
(1 mark)

Trader T offered a further discount of 2¼% on the final invoice total for payment within 14 days.
Customer C pays within 14 days.
(e)

Calculate the amount of this discount.
(2 marks)
(Total 13 marks)

(a)

Cost of units:

2,500 x £0.09 = £225
1,400 x £0.05 = £70
£295

Standing charge = £319 - £295 = £24
(b)

Average cost per unit = £319 / (2,500 + 1,400) = 8.18p

(c)

Average cost per unit = £295/ (2,500 + 1,400) = 7.56p

(d)

(i)

Cost of packs before discount = 120 x £4,98 = £597.60
Percentage discount = £25 / £597.60 = 0.042 = 4.2%

(ii)
(e)

Final invoice = £597.60 - £25 = £572.60

Prompt payment discount = 2¼% x £572.60 = £12.8835 = £12.88
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Example A
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Example A - Moderately scoring
The answer of £24 in section (a) is correct.
The calculation provided in section (b) is correct, but the answer is given to a low degree of detail.
This is also done in (c), and this time the truncation to one significant figure results not merely in an
answer with insufficient accuracy, but an incorrect answer.
In section (d)(i), the answer provided is correct, but the candidate has made two errors in the
workings provided. In each step a figure of £5,976 is given or used instead of the correct figure,
which is 10 times smaller. As the answer is correct, this is treated as an error of transcription,
possibly in transcribing a figure from a calculator, and this section is given full credit.
In section (d)(ii), the same error leads to an error in the answer, and this time the mark is not
earned.
In section (e), the candidate has calculated a discount based on the wrong transaction, and as a
further error, has provided the answer for discount to an accuracy greater than could be credited.
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Example B

Example B - High scoring
The answers throughout are correct. Additionally, the candidate has provided all answers to an
appropriate degree of accuracy. Sufficient detail is provided for the final answers to sections (b), (c)
and (d)(i), and the discount calculated in section (e), being an actual amount credited, has been
given to the nearest penny.
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Question 5 taken from Series 3 2012
Syllabus Topic 5: Insurance
Syllabus Topic 6: Foreign currencies
Mr Kobayashi values his car at £10,500 and insures it for a net annual premium of £855, which
includes a no claims discount of 55%.
(a)

Calculate the gross annual premium.
(2 marks)

He pays the net annual premium in 12 equal monthly instalments, and this means that he pays an
additional charge. This increases the total amount he pays by monthly instalments to £900.
(b)

Calculate
(i)

the amount of each monthly instalment

(ii)

the additional cost per annum of paying by monthly instalments

(iii)

the additional charge as a percentage of the net annual premium.

(2 marks)
(1 mark)
(2 marks)
Mr Kobayashi has an accident in his car, and the cost of the repair is £2,600. His insurers discover
that the car was insured for only 70% of its value, and so pay only 70% of the cost of repair.
(c)

Calculate
(i)

the amount of the repair cost that Mr Kobayashi will have to pay himself.

(ii)

the true value of the car as used by the insurers.

(2 marks)
(2 marks)
The following year, Mr Kobayashi insures his car with a continental insurer for €1,950 at an
exchange rate of €1 = £0.84.
(d)

Calculate the cost of the insurance in pounds sterling.
(2 marks)
(Total 13 marks)

(a)

Gross annual premium = £855 / 0.45 = £1,900

(b)

(i)

Monthly payment = £900 / 12 = £75

(ii)

Additional cost = £900 - £855 = £45

(iii)

Surcharge percent = £45 / £855 = 0.0526 = 5.3%

(i)

Mr Kobayashi will pay 30% x £2,600 = £780

(ii)

True value of car = £10,500 / 70% = £15,000

(c)

(d)

Cost of insurance = 0.84 x 1,950 = £1,638
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Example A
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Example A - Low scoring
The candidate has offered incorrect answers to most sections.
The final answer offered to section (b)(ii) is the correct answer to (b)(i), but cannot be credited
when offered for a different section. The answer has been corrected from £10,800, but the
calculation producing that figure has not. This would not have been penalised if this answer had
been offered for (b)(i).
The candidate goes on to use this incorrect figure in (b)(iii). Section (b)(iii) demonstrates a correct
method (with an incorrect figure from a previous calculation) and the candidate therefore receives
credit for this.
Sections (c)(i) and (d) are entirely correct. The candidate uses a different correct method in (c)(i) to
that published, but receives full credit.
In section (c)(ii), the candidate calculates ‘the true value of the car’ as less than the cost of repairs,
and does not recognise that this low figure is unlikely to be correct.
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Example B

Example B- Low scoring
This candidate has provided correct answers only to sections (b)(ii), (c)(i) and (d).
In section (a) the candidate has carried out an incorrect calculation and then failed to recognise
that the gross premium calculated is less than the net premium provided.
This candidate has made other errors similar to candidate A.
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Example C
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Example C - Low scoring
This candidate has offered correct answers to sections (b)(i), (c)(i) and (d), and a correct method
based on a previously incorrect answer to (b)(iii).
For the other sections, the incorrect methods offered are completely different from candidates A
and B.
In section (a), the candidate has calculated the no claims discount on the net annual premium
rather than the gross annual premium.
In section (b)(ii), the candidate has calculated the cost of 11 monthly premiums instead of what
was asked.
In section (c)(ii), the candidate has calculated the true value of the car as less than the
underinsured value.
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Question 7 taken from Series 3 2012
Syllabus Topic 7: Hire purchase
A retailer buys a cold storage unit with a cash price of £12,650. The hire purchase terms require a
deposit of 20% of the cash price, and monthly payments over 4 years. After payment of the
deposit, interest of 32% is charged on the balance remaining and added to it. This amount is then
paid by equal monthly instalments.
(a)

Calculate
(i)

the amount of the deposit

(ii)

the balance owing

(2 marks)
(2 marks)
(iii)

the interest charged

(iv)

the amount of one monthly instalment.

(2 marks)
(3 marks)
A similar item is also sold on hire purchase, with a deposit of 20% required. The balance remaining
after deposit is £9,248.
(b)

Calculate the cash price before payment of the deposit.
(2 marks)
(Total 11 marks)

(a)

(i)

Deposit = 20% x £12,650 = £2,530

(ii)

Balance remaining = £12,650 - £2,530 = £10,120

(iii)

Interest charged = £10,120 x 32% = £3,238.40

(iv)

Total paid by monthly instalments = £10,120 + £3,238.40 = £13,358.40
Number of monthly instalments = 4 x 12 = 48
Each monthly instalment = £13,358.40 / 48 = £278.30

(b)

Cash price = £9,248 / 0.8 = £11,560
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Example A

Example A - Moderately scoring
The candidate has offered correct calculations and correct answers to the first three sections, and
then omitted the next section.
In section (a)(iii), the candidate has provided the answer as a decimal of a pound, and so offered
only one figure after the decimal point. Nevertheless, this answer was awarded full marks by
examiners.
In section (b), the actual calculation is the last line of answer offered, and the earlier part of the
provided answer is a check on this. There is an error in the calculation, as the percentage is
included twice, once as the figure of 100. Nevertheless, this does not affect the final answer, which
is correct, and full marks were awarded.
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Example B

Example B - High scoring
The initial sections are entirely correct.
In section (b), the candidate calculates the correct answer and then goes on to make a further
calculation. The candidate has clearly indicated that the first answer is the one required by the
question, and therefore the candidate received full marks for this section, and indeed for the
question as a whole.
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Question 8 taken from Series 3 2012
Syllabus Topic 8: Partnerships
Selena and Tavaris form a partnership. Selena invests £50,000 and Tavaris invests £30,000.
Tavaris works for the partnership, and is paid a salary of £2,000 per month. Selena does not work
for the partnership.
(a)

Write the ratio of investments in its simplest terms.
(1 mark)

In the first accounting period of twelve months, the partnership makes a profit of £28,000. This is
net of costs and expenses, but before payment of salary to Tavaris.
(b)

Calculate the profit remaining after payment of salary to Tavaris
(2 marks)

This remaining profit is shared between the partners in the ratio of their initial investments, and is
added to their partnership accounts. It is not paid out to them in cash.
(c)

Calculate
(i)

Selena’s share of the profit

(ii)

the total amount paid to and credited to Tavaris

(iii)

the new value of the partnership account of each partner

(iv)

the new ratio of investments.

(2 marks)
(2 marks)
(3 marks)
(1 mark)
(Total 11 marks)
(a)

Ratio = £50,000 : £30,000 = 5 : 3

(b)

Salary paid to Tavaris = 12 x £2,000 = £24,000
Profit remaining = £28,000 - £24,000 = £4,000

(c)

(i)

Selena’s share = £4,000 x 5 / (5+3) = £2,500

(ii)

Total to Tavaris = £24,000 + £4,000 x 3/8 = £25,500

(iii)

Selena’s account = £50,000 + £2,500 = £52,500
Tavaris’ account = £30,000 + £1,500 = £31,500

(iv)

New ratio = 5 : 3 (unchanged)
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Example A
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Example A - Low scoring
Section (a) is correct.
In section (b), the candidate has started the calculation accurately, correctly finding the annual
salary, but has then added the salary to the individual investment, instead of deducting it from the
profit.
In section (c)(i), the candidate uses the original profit rather than the profit after deduction of salary.
In section (c)(ii), the candidate pays one partner his salary plus a figure for share of profit based on
the same error as in (c)(i), but also his original investment.
Section (c)(iii) is mislabelled as (c)(ii), but this would not prevent examiners from giving it credit, as
the section is clear from both content and positioning. However, the incorrect profit shares are
used here again.
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Example B

Example B - Moderately scoring
The first three sections are correct. The amount paid in section (c)(ii) does not include salary.
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