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Task 1.1 (15 marks)  
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Task 1.1 (continued)  
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Task 1.2 (15 marks)  
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Task 1.2 (continued)  
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Task 1.3 (15 marks)  

(a) (i)  Janey’s offer of expensive hospitality is a self-interest threat to my ethical principle of       
objectivity/integrity/professional behaviour (1) Janey’s last call is an intimidation threat to my 
objectivity (1) 

 
(ii) Reference can be made to any one of the following (maximum two marks) 

 
• Use Conceptual Framework OR conflict resolution process from Code (1) 
• Follow any relevant internal procedure (1) 
• Disclose / seek advice internally or from AAT (1) 
• Reject offer of tickets (1) 
• Continue to follow normal procedure (1) 

 
(b) It is important to take a long term view and allow the needs of present generations to be met 

without compromising the ability of future generations to meet their needs (1) 

(c)      An example of 10 mark submission. Students are not expected to raise all the points below for 
the full 10 marks, but their inclusion here serves to indicate the depth of knowledge required for 
each item .  

Subject:  Accounting principles and financial information  
 

Hello Mo, 

Thank you for your email of 28/2/X8. 

(1)  Two key assumptions: Accrual/matching basis of accounting: we include transactions in 
the accounting period when they arise, not when they are paid in the form of cash. For 
instance the 20X7 financial statements will include some items of inventory even though we 
have not yet paid the invoices from their suppliers. 

Going concern assumption: we assume that the business will continue in operation for the 
foreseeable future, without the need to sell assets and pay liabilities at short notice. If we did 
not assume this, the amounts we show for non-current assets, for example, would be 
different (market or ‘fire sale’ value rather than how much they cost when they were bought 
less depreciation). 

(2) Relevance: financial information is relevant to the user if it is can make a difference to 
decisions made by the user. The information might be able to help them make decisions by 
predicting future outcomes (it has predictive value) or by confirming or changing their 
previous evaluations (it has confirmatory value) OR Faithful (re)presentation: the financial 
information is complete (it includes all necessary descriptions and explanations), neutral 
(without bias in how it is selected or presented) and free from error (no errors or omissions). 

(3) The statement of financial position (SFP) lists out your business’s assets less its liabilities 
(including loans), so you can see how much the business is worth (its net asset value). It 
then shows how the net assets are funded – which is by your capital: the amounts you have 
introduced into the business plus the profits you have made and kept in the business. 

(4) The SFP links with the statement of profit or loss (SOPOL) via the profit figure. In the 
SOPOL the business’s costs are deducted from its revenue to arrive at the profit for the 
period. In the SFP this figure is added to the capital you had in the business at the start of 
the period. Any amounts you have withdrawn in the period for your own use are deducted 
from this figure to arrive at your total capital OR The SFP links with the statement of profit or 
loss (SOPOL) via the closing inventory figure. In the SOPOL the cost of closing inventory is 
deducted from the business’s costs for 20X7. This is because its cost needs to be deducted 
from the revenue in 20X8, when the inventory is actually sold. Instead the inventory is shown 
as an asset in the SFP for 20X7, to be carried forward and matched with revenue in 20X8. 

Kind regards, 

Chris. 
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Task 2.1 (25 marks) 

 Dec 20X8 worksheet: 
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 Revised worksheet: 
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Task 2.2 (30 marks) 

 NFS Inventory worksheet: 
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Summary worksheet: 
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ETB worksheet: 
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Subtotal worksheet: 
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