
 

® IGCSE is a registered trademark. 
  

This document consists of 14 printed pages. 
 

© UCLES 2017 [Turn over
 

 

Cambridge International Examinations 
Cambridge International Advanced Subsidiary and Advanced Level 

 
ACCOUNTING 9706/32 

Paper 3  Structured Questions May/June 2017 

MARK SCHEME 

Maximum Mark: 150 
 

 

Published 

 
 
This mark scheme is published as an aid to teachers and candidates, to indicate the requirements of the 
examination. It shows the basis on which Examiners were instructed to award marks. It does not indicate the 
details of the discussions that took place at an Examiners’ meeting before marking began, which would have 
considered the acceptability of alternative answers. 
 
Mark schemes should be read in conjunction with the question paper and the Principal Examiner Report for 
Teachers. 
 
Cambridge will not enter into discussions about these mark schemes. 
 
Cambridge is publishing the mark schemes for the May/June 2017 series for most Cambridge IGCSE®, 
Cambridge International A and AS Level and Cambridge Pre-U components, and some Cambridge O Level 
components. 
 
 
 

www.gradesuk.com



97
06

/3
2 

C
am

br
id

ge
 In

te
rn

at
io

na
l A

S
/A

 L
ev

el
 –

 M
ar

k 
S

ch
em

e 
PU

B
LI

SH
ED

 
M

ay
/J

un
e 

20
17

 

 ©
 U

C
LE

S
 2

01
7 

P
ag

e 
2 

of
 1

4 
 

 

Q
ue

st
io

n 
A

ns
w

er
 

M
ar

ks
 

1(
a)

 
R

ic
ha

rd
 A

ng
 

M
an

uf
ac

tu
rin

g 
ac

co
un

t f
or

 y
ea

r e
nd

ed
 3

1 
Ju

ly
 2

01
6 

 
   

 $
 

   
$ 

 
O

pe
ni

ng
 in

ve
nt

or
y 

of
 ra

w
 m

at
er

ia
ls

 
14
 8

00
 

P
ur

ch
as

es
 

20
7 

60
0

 
C

ar
ria

ge
 in

w
ar

ds
 

    
  6
 8

00
 

 
22

9 
20

0
 

C
lo

si
ng

 in
ve

nt
or

y 
of

 ra
w

 m
at

er
ia

ls
 

   1
6 

40
0

 
C

os
t o

f r
aw

 m
at

er
ia

ls
 c

on
su

m
ed

 
21

2 
80

0
(1

) 
D

ire
ct

 w
ag

es
 

17
1 

50
0

(1
) 

P
rim

e 
co

st
 

38
4 

30
0

(1
)O

F
In

di
re

ct
 w

ag
es

 
51
 4

00
 

Fa
ct

or
y 

ov
er

he
ad

 
16

1 
00

0
(1

) 
 

59
6 

70
0

 
O

pe
ni

ng
 w

or
k 

in
 p

ro
gr

es
s 

 
23
 5

00
 

C
lo

si
ng

 w
or

k 
in

 p
ro

gr
es

s 
 

20
 2

00
    
  3
 3

00
(1

) 
C

os
t o

f g
oo

ds
 m

an
uf

ac
tu

re
d 

60
0 

00
0

 
Fa

ct
or

y 
pr

of
it 

20
%

 
12

0 
00

0
(1

)O
F

Tr
an

sf
er

re
d 

to
 (T

ra
di

ng
 s

ec
tio

n 
of

) t
he

 In
co

m
e 

S
ta

te
m

en
t 

72
0 

00
0

(1
)O

F
 W

or
ki

ng
s 

 D
ire

ct
 w

ag
es

  
$1

68
 0

00
+$

35
00

=$
17

1 
50

0 
Fa

ct
or

y 
ov

er
he

ad
s:

 
 

To
ta

l r
en

t: 
 

$2
4 

00
0+

$1
6 

00
0=

$4
0 

00
0 

R
ev

is
ed

 a
llo

ca
tio

n 
ra

te
 3

: 
1 

Fa
ct

or
y 

ov
er

he
ad

s:
  

$4
0 

00
0×

3/
4=

$3
0 

00
0 

Fa
ct

or
y 

ov
er

he
ad

s 
=$

15
5 

00
0+

($
30
 0

00
–$

24
 0

00
)=

$1
61
 0

00
 

7 

w
w
w
.g
ra
de
su
k.
co
m



97
06

/3
2 

C
am

br
id

ge
 In

te
rn

at
io

na
l A

S
/A

 L
ev

el
 –

 M
ar

k 
S

ch
em

e 
PU

B
LI

SH
ED

 
M

ay
/J

un
e 

20
17

 

 ©
 U

C
LE

S
 2

01
7 

P
ag

e 
3 

of
 1

4 
 

 

Q
ue

st
io

n 
A

ns
w

er
 

M
ar

ks
 

1(
b)

 
R

ic
ha

rd
 A

ng
 

In
co

m
e 

st
at

em
en

t f
or

 y
ea

r e
nd

ed
 3

1 
Ju

ly
 2

01
6 

 
   

$ 
 

   
$ 

 
R

ev
en

ue
 

 
98

6 
00

0
 

R
et

ur
n 

in
w

ar
ds

 
 

  1
2 

00
0

 
 

 
97

4 
00

0
(1

) 
O

pe
ni

ng
 in

ve
nt

or
y 

of
 fi

ni
sh

ed
 g

oo
ds

  
38
 4

00
(1

) 
 

Tr
an

sf
er

re
d 

fro
m

 M
an

uf
ac

tu
rin

g 
A

cc
ou

nt
 

72
0 

00
0

 
 

 
75

8 
40

0
 

 
C

lo
si

ng
 in

ve
nt

or
y 

of
 fi

ni
sh

ed
 g

oo
ds

  
  5

4 
00

0
 

70
4 

40
0

 
G

ro
ss

 p
ro

fit
 

 
26

9 
60

0
(1

)O
F

O
ffi

ce
 o

ve
rh

ea
ds

 
 

18
8 

00
0

(1
) 

C
ar

ria
ge

 o
ut

w
ar

ds
 

 
  1

7 
50

0
 

 
 

64
 1

00
 

Fa
ct

or
y 

pr
of

it 
12

0 
00

0
 

 
In

cr
ea

se
 in

 p
ro

vi
si

on
 fo

r u
nr

ea
lis

ed
 p

ro
fit

 
 

 
(5

4 
00

0×
20

/1
20

)(1
)–

($
38
 4

00
×2

0/
12

0)
(1

)  
   

   
 

    
2 

60
0

 
11

7 
40

0
 

P
ro

fit
 fo

r t
he

 y
ea

r 
 

18
1 

50
0

(1
)O

F
 * M

us
t i

nc
lu

de
 th

e 
ite

m
 o

f ‘
Tr

an
sf

er
re

d 
fro

m
 M

an
uf

ac
tu

rin
g 

A
cc

ou
nt

’ 
**

 M
us

t i
nc

lu
de

 th
e 

ite
m

 o
f ‘

Fa
ct

or
y 

pr
of

it’
 

 W
or

ki
ng

s 
 Fi

ni
sh

ed
 g

oo
ds

 
01

 A
ug

 2
01

5,
 $

32
 0

00
×1

20
%

=$
38
 4

00
 

O
ffi

ce
 o

ve
rh

ea
ds

 
$1

94
 0

00
–(

$1
6 

00
0 

– 
$4

0 
00

0 
× 

1 4
)=

$1
88
 0

00
 

7 

w
w
w
.g
ra
de
su
k.
co
m



97
06

/3
2 

C
am

br
id

ge
 In

te
rn

at
io

na
l A

S
/A

 L
ev

el
 –

 M
ar

k 
S

ch
em

e 
PU

B
LI

SH
ED

 
M

ay
/J

un
e 

20
17

 

 ©
 U

C
LE

S
 2

01
7 

P
ag

e 
4 

of
 1

4 
 

 

Q
ue

st
io

n 
A

ns
w

er
 

M
ar

ks
 

1(
c)

 
 

   
$ 

   
  $

 
 

C
ur

re
nt

 A
ss

et
s 

 
 

 
In

ve
nt

or
y 

 
 

R
aw

 m
at

er
ia

ls
  

16
 4

00
  }(1

) f
or

 b
ot

h 
W

or
k 

in
 p

ro
gr

es
s 

20
 2

00
 

Fi
ni

sh
ed

 g
oo

ds
 

54
 0

00
   

 
Le

ss
: P

ro
vi

si
on

s 
fo

r  
 

 
U

nr
ea

lis
ed

 p
ro

fit
 

   (
9 

00
0)
 

45
 0

00
  (

1)
O

F 
 

81
 6

00
 (

1)
O

F 

3 

1(
d)

 
To

 re
m

ov
e 

un
re

al
is

ed
 p

ro
fit

 fr
om

 in
co

m
e 

st
at

em
en

t (
1)

 o
th

er
w

is
e 

pr
of

its
 a

re
 o

ve
rs

ta
te

d 
(1

) b
y 

am
ou

nt
 o

f u
nr

ea
lis

ed
 

pr
of

it.
 

In
 a

cc
or

da
nc

e 
w

ith
 th

e 
pr

ud
en

ce
 c

on
ce

pt
 (1

), 
to

 e
ns

ur
e 

in
ve

nt
or

ie
s 

ar
e 

no
t o

ve
rv

al
ue

d 
(1

) a
nd

 a
re

 v
al

ue
d 

at
 c

os
t a

nd
 

no
t c

os
t p

lu
s 

a 
m

ar
k-

up
 (1

). 
M

ax
 4

 

4 

1(
e)

 
R

es
po

ns
es

 c
ou

ld
 in

cl
ud

e:
 

 A
dv

an
ta

ge
s 

 Fa
m

ily
 h

el
p 

 
P

ot
en

tia
l f

or
 n

ew
 m

ar
ke

t 
 

Le
ss

 ri
sk

 o
f o

bs
ol

et
e 

st
oc

k 
 D

is
ad

va
nt

ag
es

 
  

Le
ss

 in
ve

nt
or

y 
to

 s
el

l/m
ay

 n
ot

 b
e 

ab
le

 to
 re

sp
on

d 
to

 in
cr

ea
se

 in
 d

em
an

d 
 

M
or

e 
co

m
pe

tit
io

n 
 

M
ay

 u
nd

er
cu

t h
im

 
 

If 
do

es
n’

t c
ha

rg
e 

si
st

er
 h

e 
w

ill
 lo

se
 p

ro
fit

 
 

If 
si

st
er

’s
 b

us
in

es
s 

fa
ils

 h
e 

m
ig

ht
 n

ot
 g

et
 p

ai
d 

 1 
m

ar
k 

fo
r e

ac
h 

ad
va

nt
ag

e.
 M

ax
 2

 
1 

m
ar

k 
fo

r e
ac

h 
di

sa
dv

an
ta

ge
. M

ax
 2

 

4 

 
To

ta
l:

25
 

w
w
w
.g
ra
de
su
k.
co
m



97
06

/3
2 

C
am

br
id

ge
 In

te
rn

at
io

na
l A

S
/A

 L
ev

el
 –

 M
ar

k 
S

ch
em

e 
PU

B
LI

SH
ED

 
M

ay
/J

un
e 

20
17

 

 ©
 U

C
LE

S
 2

01
7 

P
ag

e 
5 

of
 1

4 
 

 

Q
ue

st
io

n 
A

ns
w

er
 

M
ar

ks
 

2(
a)

 
(i)

 
R

et
ur

n 
on

 c
ap

ita
l e

m
pl

oy
ed

 
$4

00
 0

00
* 

 
(1

) 
=

6.
35

%
 (1

)O
F 

 
 

$6
  30

0
00

0
 

 
 

 
 

 
 

 
 

*P
ro

fit
 fr

om
 o

ps
 fo

r 2
01

6 
$1

60
 0

00
÷(

1–
60

%
)=

$4
00
 0

00
   

 
 

 
 

 
 

 
 

(ii
) 

E
ar

ni
ng

s 
pe

r s
ha

re
 

$4
00
 0

00
 

 
=

$0
.4

0 
(1

)O
F 

 
 

1
00

0
00

0
(1

) 
 

 
 

 
 

 
 

(ii
i) 

P
ric

e 
ea

rn
in

gs
 ra

tio
 

$6
.4

 
 

=
16

.0
0 

(1
)O

F 
 

 
$0

.4
 

 
 

 
 

 
 

 
(iv

) 
D

iv
id

en
d 

co
ve

r 
$4

00
 0

00
 

 
=

1.
67

 ti
m

es
 (1

)O
F 

 
 

$2
40

00
0

 
 

 
 

 
 

 
 

(v
) 

D
iv

id
en

d 
yi

el
d 

 
 

 
 

 
 

 
$2

40
 0

00
 

  
=

$0
.2

4 
(1

)O
F 

 
 

1
00

0
00

0
 

 
 

 
 

 
 

 
 

$0
.2

4 
 

=
3.

75
%

 (1
)O

F 
 

 
$6

.4
 

8 

2(
b)

 
S

ha
re

 c
ap

ita
l a

nd
 re

se
rv

es
 a

t 3
1 

D
ec

em
be

r 2
01

7 
 

 
$0

00
  

 
O

rd
in

ar
y 

sh
ar

es
 c

ap
ita

l 
60

00
  

(1
) 

S
ha

re
 p

re
m

iu
m

 
70

0 
 

(1
) 

R
et

ai
ne

d 
ea

rn
in

gs
 (W

1)
 

10
34
  

 
 

77
34
  

 
 

 
W

1 
$0

00
  

 
R

et
ai

ne
d 

ea
rn

in
gs

 a
t 1

.1
.2

01
7 

80
0 
 

(1
) 

P
ro

fit
 fo

r t
he

 y
ea

r f
or

 2
01

7 
   

(4
00

+1
85

) 
58

5 
 

(1
)O

F

D
iv

id
en

d 
pa

id
 5

85
 ×

 6
0%

 
  (

35
1)

(1
)O

F
R

et
ai

ne
d 

ea
rn

in
gs

 a
t 3

1.
12

.2
01

7 
10

34
  

(1
)O

F

6 

w
w
w
.g
ra
de
su
k.
co
m



97
06

/3
2 

C
am

br
id

ge
 In

te
rn

at
io

na
l A

S
/A

 L
ev

el
 –

 M
ar

k 
S

ch
em

e 
PU

B
LI

SH
ED

 
M

ay
/J

un
e 

20
17

 

 ©
 U

C
LE

S
 2

01
7 

P
ag

e 
6 

of
 1

4 
 

 

Q
ue

st
io

n 
A

ns
w

er
 

M
ar

ks
 

2(
c)

 
(i)

 
R

et
ur

n 
on

 c
ap

ita
l e

m
pl

oy
ed

 
$5

85
 0

00
 

(1
)O

F 
= 

7.
56

%
 (1

)O
F 

 
 

$7
 7

34
 0

00
 

(1
)O

F 
 

 
 

 
 

 
(ii

) 
E

ar
ni

ng
s 

pe
r s

ha
re

 
$5

85
 0

00
 

(1
)O

F 
= 

$0
.4

9 
(1

)O
F 

 
 

1 
20

0 
00

0 
(1

) 
 

 
 

 
 

 

6 

2(
d)

 
R

es
po

ns
es

 c
ou

ld
 in

cl
ud

e:
 

• 
B

et
te

r/h
ig

he
r/i

nc
re

as
ed

 re
tu

rn
 o

n 
ca

pi
ta

l e
m

pl
oy

ed
 

• 
B

et
te

r/h
ig

he
r/i

nc
re

as
ed

 e
ar

ni
ng

s 
pe

r s
ha

re
 

• 
S

ha
re

 p
ric

e 
m

ay
 in

cr
ea

se
 d

ue
 to

 im
pr

ov
ed

 p
ro

fit
ab

ili
ty

 
• 

S
ha

re
 p

ric
e 

m
ay

 d
ec

re
as

e 
w

ith
 m

or
e 

sh
ar

es
 in

 c
irc

ul
at

io
n 

• 
Th

e 
pr

oj
ec

t r
et

ur
n 

is
 h

ig
he

r t
ha

n 
th

e 
20

16
 re

tu
rn

 o
n 

ca
pi

ta
l e

m
pl

oy
ed

  
 

(1
 m

ar
k)

 fo
r t

he
 re

co
m

m
en

da
tio

n 
+ 

(1
 m

ar
k 

 4
 re

as
on

s)
 

5 

 
To

ta
l:

25
 

 
 

 
Q

ue
st

io
n 

A
ns

w
er

 
M

ar
ks

 

3(
a)

 
R

es
po

ns
es

 m
ay

 in
cl

ud
e:

 
 • 

Fi
na

nc
ia

l s
ta

te
m

en
ts

 n
ee

d 
to

 b
e 

un
de

rs
ta

nd
ab

le
 b

y 
di

ffe
re

nt
 in

te
re

st
ed

 s
ta

ke
ho

ld
er

s;
 

• 
Fi

na
nc

ia
l s

ta
te

m
en

ts
 n

ee
d 

to
 b

e 
re

le
va

nt
 fo

r d
ec

is
io

n 
m

ak
in

g 
• 

Fi
na

nc
ia

l s
ta

te
m

en
ts

 n
ee

d 
to

 b
e 

re
lia

bl
e 

• 
Fi

na
nc

ia
l s

ta
te

m
en

ts
 n

ee
d 

to
 b

e 
co

m
pa

ra
bl

e 
• 

A
cc

ou
nt

in
g 

po
lic

ie
s 

ad
op

te
d 

ar
e 

ap
pr

op
ria

te
 

• 
A

cc
ou

nt
in

g 
co

nc
ep

ts
/a

ss
um

pt
io

ns
 a

re
 a

dh
er

ed
 to

, i
.e

. P
ru

de
nc

e,
 a

cc
ru

al
, g

oi
ng

 c
on

ce
rn

 a
nd

 c
on

si
st

en
cy

 
• 

To
 e

ns
ur

e 
fa

ir 
re

pr
es

en
ta

tio
n 

an
d 

to
 s

ho
w

 tr
ue

 a
nd

 fa
ir 

vi
ew

 
• 

Fo
rm

 th
e 

ba
si

s 
of

 a
ud

ito
r’s

 o
pi

ni
on

 
  

A
cc

ep
t a

ny
 re

as
on

ab
le

 a
lte

rn
at

iv
e 

 
(1

 m
ar

k)
 ×

 4
 v

al
id

 p
oi

nt
s 

4 

w
w
w
.g
ra
de
su
k.
co
m



97
06

/3
2 

C
am

br
id

ge
 In

te
rn

at
io

na
l A

S
/A

 L
ev

el
 –

 M
ar

k 
S

ch
em

e 
PU

B
LI

SH
ED

 
M

ay
/J

un
e 

20
17

 

 ©
 U

C
LE

S
 2

01
7 

P
ag

e 
7 

of
 1

4 
 

 

Q
ue

st
io

n 
A

ns
w

er
 

M
ar

ks
 

3(
b)

 
Th

e 
di

re
ct

or
s 

m
an

ag
e 

th
e 

co
m

pa
ny

 o
n 

be
ha

lf 
of

 th
e 

ow
ne

rs
 (s

ha
re

ho
ld

er
s)

 (1
). 

Th
ey

 a
re

 a
cc

ou
nt

ab
le

 a
nd

 re
po

rt 
to

 th
e 

ow
ne

rs
 (s

ha
re

ho
ld

er
s)

 (1
) 

2 

3(
c)

 
Z 

Li
m

ite
d 

S
ta

te
m

en
t o

f f
in

an
ci

al
 p

os
iti

on
 a

t 3
1 

D
ec

em
be

r 2
01

6 
 

 
 

 
 

   
  $

 
 

 
 

N
on

-c
ur

re
nt

 a
ss

et
s 

 
 

 
 

P
ro

pe
rty

, p
la

nt
 a

nd
 e

qu
ip

m
en

t 
49

1 
50

0
(1

)O
F 

($
47

8  0
00

+2
1 

00
0 

(1
)–

75
00

 (1
) )

 
 

 
49

1 
50

0
 

 
 

C
ur

re
nt

 a
ss

et
s 

 
 

 
 

In
ve

nt
or

ie
s 

12
4 

00
0

 
 

 
Tr

ad
e 

re
ce

iv
ab

le
s 

18
7  0

00
(1

) 
($

21
7 

00
0–

30
 0

00
) 

 
C

as
h 

an
d 

ca
sh

 e
qu

iv
al

en
ts

 
13

2  0
00

 
 

 
 

44
3  0

00
 

 
 

 
 

 
 

 
To

ta
l a

ss
et

s 
93

4  5
00

 
 

 
 

 
 

 
 

E
qu

ity
 a

nd
 li

ab
ili

tie
s 

 
 

 
 

E
qu

ity
 

 
 

 
O

rd
in

ar
y 

sh
ar

es
 o

f $
1 

ea
ch

 
50

0  0
00

 
 

 
R

et
ai

ne
d 

ea
rn

in
gs

 
16

4  5
00

 
($

21
0 

00
0–

29
 0

00
 (1

)–
90

00
 (1

)  
 

To
ta

l e
qu

ity
 

66
4  5

00
 

–7
50

0 
(1

) )
 

 
 

 
 

 
 

C
ur

re
nt

 li
ab

ili
tie

s 
 

 
 

 
Tr

ad
e 

pa
ya

bl
es

 
18

8  0
00

 
 

 
P

ro
vi

si
on

 fo
r c

om
pe

ns
at

io
n 

29
  00

0
(1

) 
 

 
Ta

xa
tio

n 
  5

3  0
00

 
 

 
 

27
0  0

00
 

 
 

 
 

 
 

 
To

ta
l e

qu
ity

 a
nd

 li
ab

ili
tie

s 
93

4  5
00

 

8 

w
w
w
.g
ra
de
su
k.
co
m



97
06

/3
2 

C
am

br
id

ge
 In

te
rn

at
io

na
l A

S
/A

 L
ev

el
 –

 M
ar

k 
S

ch
em

e 
PU

B
LI

SH
ED

 
M

ay
/J

un
e 

20
17

 

 ©
 U

C
LE

S
 2

01
7 

P
ag

e 
8 

of
 1

4 
 

 

Q
ue

st
io

n 
A

ns
w

er
 

M
ar

ks
 

3(
d)

 
Tr

ea
tm

en
t o

f c
om

pe
ns

at
io

n 
(re

fe
re

nc
e 

IA
S

 3
7)

 (1
) 

Th
er

e 
is

 a
 9

0%
 p

ro
ba

bi
lit

y(
1)

 o
f l

os
in

g 
th

e 
ca

se
. T

he
re

fo
re

 a
 p

ro
vi

si
on

 fo
r c

om
pe

ns
at

io
n 

($
29
 0

00
) s

ho
ul

d 
be

 s
ho

w
n 

as
 a

 c
ur

re
nt

 
lia

bi
lit

y/
ot

he
r p

ay
ab

le
  (

1)
  

 Tr
ea

tm
en

t o
f t

ra
de

 re
ce

iv
ab

le
s 

Z 
Li

m
ite

d 
on

ly
 re

co
ve

re
d 

$2
1 

00
0 

in
 th

e 
fo

rm
 o

f n
on

-c
ur

re
nt

 a
ss

et
s.

 (1
) T

he
 re

m
ai

ni
ng

 $
90

00
 w

hi
ch

 is
 ir

re
co

ve
ra

bl
e 

de
bt

 s
ho

ul
d 

be
 

w
rit

te
n 

of
f a

s 
ba

d 
de

bt
 (o

r a
 s

pe
ci

fic
 p

ro
vi

si
on

) a
ga

in
st

 re
ta

in
ed

 e
ar

ni
ng

s 
(1

). 
Th

e 
fu

ll 
$3

0 
00

0 
ha

s 
be

en
 d

ed
uc

te
d 

fro
m

 tr
ad

e 
re

ce
iv

ab
le

s 
(1

). 
 Tr

ea
tm

en
t o

f m
ac

hi
ne

ry
 (r

ef
er

en
ce

 IA
S

 3
6)

 (1
) 

A
cc

or
di

ng
 to

 IA
S

 3
6,

 a
n 

as
se

t i
s 

im
pa

ire
d 

w
he

n 
its

 c
ar

ry
in

g 
am

ou
nt

 ($
40
 0

00
) i

s 
m

or
e 

th
an

 it
s 

re
co

ve
ra

bl
e 

am
ou

nt
 ($

32
 5

00
). 

(1
). 

R
ec

ov
er

ab
le

 a
m

ou
nt

 is
 th

e 
hi

gh
er

 o
f i

ts
 fa

ir 
va

lu
e 

($
32
 5

00
) a

nd
 v

al
ue

 in
 u

se
 ($

19
 5

00
)(1

). 
Th

e 
im

pa
ire

d 
lo

ss
 o

f t
he

 p
ie

ce
 o

f 
m

ac
hi

ne
ry

 is
 $

75
00

 ($
40
 0

00
–$

32
 5

00
) w

hi
ch

 h
as

 to
 b

ee
n 

w
rit

te
n 

of
f a

ga
in

st
 re

ta
in

ed
 e

ar
ni

ng
s.

 (1
) 

 M
ax

 2
 m

ar
ks

 fo
r e

ac
h 

ad
ju

st
m

en
t 

6  

3(
e)

 
A

dv
an

ta
ge

s 
• 

in
cr

ea
se

 th
e 

cr
ed

ib
ili

ty
/re

lia
bi

lit
y 

of
 a

cc
ou

nt
s 

• 
m

ay
be

 h
el

pf
ul

 if
 J

ac
k 

w
an

ts
 to

 a
pp

ly
 fo

r a
 b

an
k 

lo
an

/in
ve

st
m

en
t f

ro
m

 3
rd

 p
ar

tie
s 

• 
he

lp
 id

en
tif

y 
w

ea
kn

es
se

s 
in

 th
e 

in
te

rn
al

 p
ro

ce
du

re
s 

 D
is

ad
va

nt
ag

es
 

• 
hi

gh
 c

os
t o

f a
ud

it 
fe

e 
• 

no
 s

eg
re

ga
tio

n 
of

 o
w

ne
rs

hi
p 

an
d 

m
an

ag
em

en
t i

n 
Ja

ck
’s

 b
us

in
es

s 
• 

no
 n

ee
d 

fo
r a

ud
it 

as
 s

ol
e 

tra
de

r 
 M

ax
 3

 m
ar

ks
 fo

r t
he

 a
dv

an
ta

ge
s 

an
d 

M
ax

 2
 m

ar
ks

 fo
r t

he
 d

is
ad

va
nt

ag
es

5 

 
To

ta
l:

25
 

w
w
w
.g
ra
de
su
k.
co
m



97
06

/3
2 

C
am

br
id

ge
 In

te
rn

at
io

na
l A

S
/A

 L
ev

el
 –

 M
ar

k 
S

ch
em

e 
PU

B
LI

SH
ED

 
M

ay
/J

un
e 

20
17

 

 ©
 U

C
LE

S
 2

01
7 

P
ag

e 
9 

of
 1

4 
 

 

Q
ue

st
io

n 
A

ns
w

er
 

M
ar

ks
 

4(
a)

 
G

oo
dw

ill 
is

 th
e 

am
ou

nt
 p

ai
d 

fo
r t

he
 a

cq
ui

si
tio

n 
of

 a
 b

us
in

es
s 

in
 e

xc
es

s 
of

 th
e 

ac
qu

ire
d 

bu
si

ne
ss

’ s
ep

ar
ab

le
 n

et
 a

ss
et

s 
at

 
fa

ir 
va

lu
e 

1 

4(
b)

 
P

ur
ch

as
e 

co
ns

id
er

at
io

n 
 

 
Pr

of
it 

be
fo

re
 a

pp
ro

pr
ia

tio
n:

 
 

 
 

 
 

R
es

id
ua

l p
ro

fit
 (3

6 
00

0+
24
 0

00
) 

60
 0

00
 

 
 

 
Pa

rtn
er

s'
 s

al
ar

ie
s 

(3
0 

00
0+

45
 0

00
) 

75
 0

00
 

 
 

 
In

te
re

st
 o

n 
ca

pi
ta

l (
15
 0

00
+1

0 
00

0)
 

  2
5 

00
0

 
 

 
 

 
16

0 
00

0
(1

) 
 

 
 

 
 

 
 

 
 

× 
5 

  
 

80
0 

00
0

(1
) O

F 
 

 
 

 
 

 
 

Fa
ir 

va
lu

e 
of

 n
et

 a
ss

et
s 

ta
ke

n 
ov

er
 

 
 

 
 

 
 

   
   

 $
 

 
 

 
 

La
nd

 a
nd

 b
ui

ld
in

gs
 

45
0 

00
0

 
 

 
 

Pl
an

t a
nd

 m
ac

hi
ne

ry
 

12
0 

00
0

 
 

 
 

M
ot

or
 v

eh
ic

le
s 

60
 0

00
 

 
 

 
In

ve
nt

or
y 

49
 0

00
 

 
 

 
Tr

ad
e 

re
ce

iv
ab

le
s 

  5
2 

00
0

 
 

 
 

 
73

1 
00

0
 

 
 

 
Tr

ad
e 

pa
ya

bl
e 

   
 (3

9 
00

0)
 

 
 

 
 

 
 

69
2 

00
0

(1
)  

 
G

oo
dw

ill
 

 
 

10
8 

00
0

(1
) O

F 

4 

w
w
w
.g
ra
de
su
k.
co
m



97
06

/3
2 

C
am

br
id

ge
 In

te
rn

at
io

na
l A

S
/A

 L
ev

el
 –

 M
ar

k 
S

ch
em

e 
PU

B
LI

SH
ED

 
M

ay
/J

un
e 

20
17

 

 ©
 U

C
LE

S
 2

01
7 

P
ag

e 
10

 o
f 1

4 
 

 

Q
ue

st
io

n 
A

ns
w

er
 

M
ar

ks
 

4(
c)

 
 

 
   

   
$ 

 
   

 $
 

 
 

P
ur

ch
as

e 
co

ns
id

er
at

io
n 

 
 

80
0 

00
0

(1
) O

F 
 

V
al

ue
 o

f m
ot

or
 v

eh
ic

le
 ta

ke
n 

ov
er

 
 

 
  2

8 
00

0
(1

) 
 

 
 

 
82

8 
00

0
 

 
B

oo
k 

va
lu

e 
of

 n
et

 a
ss

et
s 

 
 

 
 

 
La

nd
 a

nd
 b

ui
ld

in
gs

 
32

0 
00

0 
 

 
 

 
P

la
nt

 a
nd

 m
ac

hi
ne

ry
 

13
5 

00
0 

 
 

 
 

M
ot

or
 v

eh
ic

le
s 

11
0 

00
0 

 
 

 
 

In
ve

nt
or

y 
38
 0

00
 

 
 

 
 

Tr
ad

e 
re

ce
iv

ab
le

s 
54
 0

00
 

 
 

 
 

Tr
ad

e 
pa

ya
bl

es
 

   
(3

9 
00

0)
  

61
8 

00
0

(1
) 

 
P

ro
fit

 o
n 

re
al

is
at

io
n 

  
 

21
0 

00
0

(1
) O

F 

4 

4(
d)

 
 

A
le

x 
 

B
ro

w
n 

 
 

A
le

x 
 

B
ro

w
n 

 
 

   
 $

 
 

   
  $

 
 

 
   

 $
 

 
   

$ 
 

M
ot

or
 v

eh
ic

le
 ta

ke
n 

ov
er

 
28
 0

00
(1

) 
 

 
B

al
an

ce
 b

/d
 

30
0 

00
0

) 
20

0 
00

0
) (

1)
 

C
 L

td
 -D

eb
s 

– 
8%

 d
eb

en
tu

re
s 

18
7 

50
0

(1
) 

12
5 

00
0

(1
) 

C
ur

re
nt

 A
/c

s 
76
 0

00
) 

61
 0

00
) (

1)
 

C
 L

td
 - 

S
ha

re
s 

– 
or

di
na

ry
 s

ha
re

s
21

6 
00

0
(1

)O
F

14
4 

00
0

(1
)O

F
P

ro
fit

  
12

6 
00

0
(1

)O
F

84
 0

00
(1

)O
F

C
as

h/
ba

nk
  

  7
0 

50
0

(1
)O

F
  7

6 
00

0
(1

)O
F

 
   

   
   

   
   

 
 

   
   

   
   

   
 

 
 

50
2 

00
0

 
34

5 
00

0
 

 
50

2 
00

0
 

34
5 

00
0

 
 W

or
ki

ng
s:

 
 

    
   $

 
 

    
    
    
    

$ 
P

ur
ch

as
e 

co
ns

id
er

at
io

n 
 

 
80

0 
00

0 
 

C
as

h 
 

 
(1

27
 5

00
)

8%
 D

eb
en

tu
re

s 
 

 
 

A
le

x 
$1

5 
00

0÷
8%

 
18

7 
50

0 
(1

) 
 

 
B

ro
w

n 
$1

0 
00

0÷
8%

 
12

5  0
00

 
(1

)
(3

12
 5

00
)

S
et

tle
d 

by
 o

rd
in

ar
y 

sh
ar

es
 

 
 

36
0 

00
0 

 
A

le
x 

$3
60

00
0×

60
%

21
6  0

00
 

(1
)O

F
 

B
ro

w
n 

$3
60

00
0×

40
%

14
4  0

00
 

(1
)O

F 
(3

60
 0

00
)

 
 

 
    
    
    
    
 0

 

11
 

w
w
w
.g
ra
de
su
k.
co
m



97
06

/3
2 

C
am

br
id

ge
 In

te
rn

at
io

na
l A

S
/A

 L
ev

el
 –

 M
ar

k 
S

ch
em

e 
PU

B
LI

SH
ED

 
M

ay
/J

un
e 

20
17

 

 ©
 U

C
LE

S
 2

01
7 

P
ag

e 
11

 o
f 1

4 
 

 

Q
ue

st
io

n 
A

ns
w

er
 

M
ar

ks
 

4(
e)

 
Th

e 
re

sp
on

se
s 

m
ay

 in
cl

ud
e:

 
 • 

R
O

C
E

 b
ef

or
e 

th
e 

ac
qu

is
iti

on
 is

 7
.7

9%
 ($

35
2 

00
0/

$4
 5

16
 0

00
) 

• 
A

dd
iti

on
al

 re
tu

rn
 fr

om
 th

is
 a

cq
ui

si
tio

n 
is

 2
3.

5%
<(

$5
40
 0

00
–$

35
2 

00
0)

/$
80

0 
00

0>
 

• 
Sh

ar
eh

ol
de

rs
 m

ay
 re

ce
iv

e 
hi

gh
er

 d
iv

id
en

d 
• 

Im
pr

ov
em

en
t t

hr
ou

gh
 th

e 
sy

ne
rg

y 
ef

fe
ct

, e
.g

. g
re

at
er

 b
uy

in
g 

po
w

er
, d

is
co

un
ts

 fr
om

 s
up

pl
ie

rs
 

• 
E

co
no

m
y 

of
 s

ca
le

 
• 

A
le

x 
an

d 
B

ro
w

n’
s 

sk
ill

s,
 e

xp
er

ie
nc

e 
an

d 
m

et
ho

ds
 m

ay
 b

rin
g 

ad
di

tio
na

l b
en

ef
its

 
• 

G
oo

dw
ill

 o
f p

ar
tn

er
sh

ip
 b

rin
gs

 a
dd

iti
on

al
 re

ve
nu

e/
cu

st
om

er
s 

• 
E

ffi
ci

en
cy

 in
 o

pe
ra

tio
n 

• 
A

cc
es

s 
to

 w
id

er
 m

ar
ke

t 
 (1

 m
ar

k)
 ×

 5
 v

al
id

 p
oi

nt
s 

5 

 
To

ta
l:

25
 

 
 

 
Q

ue
st

io
n 

A
ns

w
er

 
M

ar
ks

 

5(
a)

 
Fl

ex
ed

 b
ud

ge
t f

or
 A

pr
il 

 
   

   
 $

 
 

   
   

   
$ 

 
S

al
es

 
 

 
27

0 
00

0
(1

) 
D

ire
ct

 la
bo

ur
 

75
 6

00
(1

) 
 

D
ire

ct
 m

at
er

ia
ls

 
65

  88
0

(1
) 

 
V

ar
ia

bl
e 

ov
er

he
ad

s 
18

  00
0

(1
) 

 
Fi

xe
d 

ov
er

he
ad

s 
19

  30
0

(1
)

17
8 

78
0

 
P

ro
fit

 
 

   9
1  2

20
(1

)O
F 

6 

5(
b)

(i)
 

LE
V

 =
 1

05
0 

(1
) A

 (1
) 

2 

5(
b)

(ii
) 

LR
V 

= 
18
 9

80
 (1

) A
 (1

) 
2 

5(
b)

(ii
i) 

M
U

V
 =

 1
22

0 
(1

) A
 (1

) 
2 

5(
b)

(iv
) 

M
P

V
 =

 3
85

0 
(1

) F
 (1

) 
2 

w
w
w
.g
ra
de
su
k.
co
m



97
06

/3
2 

C
am

br
id

ge
 In

te
rn

at
io

na
l A

S
/A

 L
ev

el
 –

 M
ar

k 
S

ch
em

e 
PU

B
LI

SH
ED

 
M

ay
/J

un
e 

20
17

 

 ©
 U

C
LE

S
 2

01
7 

P
ag

e 
12

 o
f 1

4 
 

 

Q
ue

st
io

n 
A

ns
w

er
 

M
ar

ks
 

5(
c)

 
M

U
V 

– 
ex

tra
 h

ou
rs

 m
ea

nt
 s

ta
ff 

w
er

e 
de

m
ot

iv
at

ed
/ti

re
d 

w
hi

ch
 in

cr
ea

se
d 

w
as

ta
ge

 (1
) 

in
ef

fic
ie

nt
 u

se
 o

f m
at

er
ia

l (
1)

 
M

PV
 –

 q
ua

nt
ity

 d
is

co
un

t g
iv

en
 (1

) 
pu

rc
ha

se
d 

m
at

er
ia

ls
 fr

om
 c

he
ap

er
 s

up
pl

ie
r (

1)
 

 
 M

ax
im

um
 1

 fo
r M

U
V 

an
d 

1 
fo

r M
PV

 

2  

5(
d)

 
Th

e 
su

gg
es

tio
n 

ap
pe

ar
s 

so
un

d 
(1

) b
ec

au
se

 th
e 

ac
tu

al
 la

bo
ur

 c
os

ts
 a

re
 h

ig
he

r (
1)

 b
y 

$1
1 

39
0 

(2
)*

 th
an

 la
bo

ur
 c

os
ts

 u
nd

er
 th

e 
su

gg
es

tio
n.

   
 * 

($
95
 6

30
 (1

)–
$8

4 
24

0 
(1

))=
$1

1 
39

0 
   

 
B

ut
 in

ex
pe

rie
nc

ed
 s

ta
ff 

m
ig

ht
 m

ak
e 

m
or

e 
er

ro
rs

 (1
)  

le
ad

in
g 

to
 a

n 
in

cr
ea

se
 in

 th
e 

ad
ve

rs
e 

m
at

er
ia

ls
 u

sa
ge

 v
ar

ia
nc

e.
 (1

). 
 

A
lth

ou
gh

 la
bo

ur
 c

os
ts

 a
re

 s
av

ed
 th

er
e 

w
ill 

be
 h

ig
he

r t
ra

in
in

g 
co

st
s 

(1
)  

w
hi

ch
 w

ill
 im

pa
ct

 o
n 

pr
od

uc
tio

n/
pr

of
it 

(1
). 

 D
ec

is
io

n 
(1

) J
us

tif
ic

at
io

n 
(5

) 

6 

5(
e)

 
H

el
ps

 p
re

pa
ra

tio
n 

of
 b

ud
ge

ts
. 

H
el

ps
 c

al
cu

la
tio

n 
of

 q
uo

te
s/

pr
ic

es
. 

H
ig

hl
ig

ht
s 

th
e 

ac
tiv

iti
es

 g
iv

in
g 

ris
e 

to
 th

e 
va

ria
nc

es
. 

E
na

bl
es

 re
sp

on
si

bi
lit

y 
ac

co
un

tin
g.

 
 

A
ny

 th
re

e 
co

m
m

en
ts

 ×
 (1

 m
ar

k)
 

3 

w
w
w
.g
ra
de
su
k.
co
m



97
06

/3
2 

C
am

br
id

ge
 In

te
rn

at
io

na
l A

S
/A

 L
ev

el
 –

 M
ar

k 
S

ch
em

e 
PU

B
LI

SH
ED

 
M

ay
/J

un
e 

20
17

 

 ©
 U

C
LE

S
 2

01
7 

P
ag

e 
13

 o
f 1

4 
 

 

Q
ue

st
io

n 
A

ns
w

er
 

M
ar

ks
 

6(
a)

 
 

Y
ea

r 0
 

Ye
ar

 1
 

Y
ea

r2
 

Y
ea

r 3
 

Y
ea

r 4
 

Y
ea

r 5
 

 
 

   
$ 

   
$ 

 $
 

 $
 

 $
 

 $
 

 
In

iti
al

 o
ut

la
y 

(1
25
 0

00
)

(1
)O

F 
O

ne
-o

ff 
se

rv
ic

e 
co

st
 

   
(1
 0

00
)

} (1
) b

ot
h 

R
es

al
e 

va
lu

e 
65
 0

00
 

 
S

al
es

 p
ric

e 
in

cr
ea

se
 

10
 0

00
10
 0

00
10
 0

00
10
 0

00
10

 00
0

(1
) r

ow
 

V
ar

ia
bl

e 
co

st
 d

ec
re

as
e 

20
 00

0
20

 00
0

20
 00

0
20

 00
0

20
 00

0
(1

) r
ow

 
M

ai
nt

en
an

ce
 c

os
ts

 
  (

5  0
00

)
  (

5 
00

0)
  (

5  0
00

)
   

(5
  00

0)
  (

5 
00

0)
(1

) r
ow

 
 

 
 

 
 

 
 

 
To

ta
l c

as
h 

flo
w

s 
(1

25
 0

00
)

24
 0

00
25

 00
0

25
 0

00
25
 0

00
90
 0

00
 

5 

6(
b)

 
Ye

ar
 

N
et

 c
as

h 
flo

w
 

 
 

 $
 

 
1 

24
 0

00
 

}  $9
9 

00
0 

2 
25
 0

00
 

3 
25

 00
0 

4 
25

 00
0 

5 
90

 00
0 

 
 

 
$1

25
 0

00
–$

99
 0

00
=$

26
 0

00
/$

90
 0

00
=0

.2
88
×1

2 
m

th
=3

.4
7 

m
th

 
 

 
A

ns
w

er
: 4

 y
ea

rs
 (1

)O
F 

4 
m

on
th

s 
(1

)O
F 

2 

6(
c)

 
S

im
pl

e 
to

 c
al

cu
la

te
/u

nd
er

st
an

d.
 

 
U

se
s 

ca
sh

 fl
ow

s 
no

t p
ro

fit
s 

so
 n

ot
 c

or
ru

pt
ed

 b
y 

ac
co

un
tin

g 
m

et
ho

ds
. 

R
ed

uc
es

 ri
sk

 b
y 

pr
ef

er
rin

g 
ea

rly
 c

as
h 

flo
w

s/
sh

or
t t

er
m

 p
ro

je
ct

s.
 

U
se

fu
l a

s 
a 

fir
st

 s
cr

ee
ni

ng
 to

ol
. 

U
se

fu
l f

or
 c

ap
ita

l r
at

io
ni

ng
 d

ec
is

io
ns

 to
 id

en
tif

y 
th

os
e 

pr
oj

ec
ts

 th
at

 g
en

er
at

e 
ca

sh
 q

ui
ck

ly
. 

B
et

te
r f

or
 li

qu
id

ity
–p

re
fe

rs
 e

ar
ly

 c
as

h 
flo

w
s.

 
 (1

 m
ar

k)
 ×

 a
ny

 3
 re

as
on

s,
 M

ax
 3

 

3 

w
w
w
.g
ra
de
su
k.
co
m



97
06

/3
2 

C
am

br
id

ge
 In

te
rn

at
io

na
l A

S
/A

 L
ev

el
 –

 M
ar

k 
S

ch
em

e 
PU

B
LI

SH
ED

 
M

ay
/J

un
e 

20
17

 

 ©
 U

C
LE

S
 2

01
7 

P
ag

e 
14

 o
f 1

4 
 

 

Q
ue

st
io

n 
A

ns
w

er
 

M
ar

ks
 

6(
d)

 
 

Y
ea

r 0
 

Y
ea

r 1
 

Y
ea

r2
 

Y
ea

r 3
 

Y
ea

r 4
 

Y
ea

r 5
 

N
P

V
 

 
  $

 
  $

 
  $

 
  $

 
 $

 
 $

 
$ 

To
ta

l c
as

h 
flo

w
s 

(1
25
 0

00
)

24
 0

00
25
 0

00
25
 0

00
25
 0

00
90
 0

00
D

is
co

un
t f

ac
to

r 
   

   
   

 1
 

0.
90

9
0.

82
6

0.
75

1
0.

68
3

0.
62

1
 D

is
co

un
te

d 
ca

sh
 fl

ow
 

(1
25
 0

00
)

(1
)O

F 
21
 8

16
20
 6

50
18
 7

75
17
 0

75
55
 8

90
92

06
 

(1
)O

F 
 

}

}

}

}

}

 
 

 

al
l 5

 y
ea

rs
 (1

)O
F 

 

 

3 

6(
e)

 
10

%
 (1

)+
20









92
06

10
×

92
06

+
24

95
3

(1
)

(1
O

F)
=1

2.
69

5%
 (1

)O
F 

   
4 

6(
f) 

N
P

V
  

B
ot

h 
ar

e 
po

si
tiv

e 
bu

t a
lte

rn
at

iv
e 

m
ac

hi
ne

 h
as

 th
e 

be
tte

r/h
ig

he
r N

P
V

 (1
) 

 
IR

R
 

Fi
rs

t m
ac

hi
ne

 h
as

 th
e 

be
tte

r/h
ig

he
r I

R
R

 (1
) 

 
 

P
ay

ba
ck

 
Fi

rs
t m

ac
hi

ne
 h

as
 th

e 
be

tte
r/s

ho
rte

r p
ay

ba
ck

 (1
) 

 
 

C
os

t 
Fi

rs
t m

ac
hi

ne
 h

as
 th

e 
lo

w
er

 in
iti

al
 o

ut
la

y 
w

hi
ch

 h
el

ps
 a

s 
Ti

sh
a 

ha
s 

lim
ite

d 
ca

pi
ta

l a
va

ila
bl

e 
(1

) 
 C

ho
os

e 
th

e 
fir

st
 m

ac
hi

ne
 (1

) 
1 

Fo
r d

ec
is

io
n 

+ 
M

ax
im

um
 3

 fo
r r

ea
so

ns
 

4 

6(
g)

 
C

as
h 

flo
w

 p
at

te
rn

s 
(1

) h
ow

 re
lia

bl
e 

ar
e 

th
ey

? 
(1

) 
W

hi
ch

 o
ne

 is
 c

lo
se

st
 to

 c
ur

re
nt

 R
O

C
E

 (1
) 

C
os

t o
f c

ap
ita

l (
1)

 
S

ou
rc

e 
of

 c
ap

ita
l/f

un
di

ng
 (1

) 
Q

ua
lit

y 
of

 o
ut

pu
t (

1)
 

Tr
ai

ni
ng

 ti
m

e/
co

st
s 

(1
) 

E
nv

iro
nm

en
ta

l i
ss

ue
s 

(1
) 

 1 
m

ar
k 

fo
r v

al
id

 p
oi

nt
, M

ax
 4

 

4 

 
To

ta
l:

25
 

 

w
w
w
.g
ra
de
su
k.
co
m


