[image: The Education and Training Foundation logo]


Supporting formative assessment of core knowledge content
ET-FOUNDATION.CO.UK
T LEVEL IN ACCOUNTING

Introduction
[bookmark: _Int_BxGQTEyX]This resource has been developed to support providers delivering the T Level in Accounting. In particular, it relates to the following Core Content Areas:
· Core Content area 4: Professionalism and ethics/equality, diversity and inclusion.
· Core Content area 13: Fundamentals of financial accounting 2.
These materials are designed to support formative, not summative, assessment. Summative assessment is used to accredit learning – for example, by conferring a grade or qualification. Formative assessment is used to support learning, and is also known as ‘assessment for learning’. Formative assessments should be designed to determine where learners are in their learning journey and whether they are progressing at the level expected at a particular milestone. If they are not, then formative assessment focuses on providing learners with feedback on what they have or have not achieved, together with guidance and activities to support further learning. Formative and summative assessments may use the same materials, but they are used differently.
This resource has two sections.
1. Questions for Assessment Objective 2
There are 20 questions in this section.
Assessment Objective 2 (AO2) requires learners to apply knowledge and understanding of contexts, concepts, theories and principles to different situations and contexts that are relevant to the sector. This is an important part of developing their higher-order thinking, as it goes beyond general understanding and recall of knowledge.
It is the application of knowledge and understanding that is critical with these questions. These questions, therefore, include context or scenarios on which learners are expected to base their answers. The questions are organised as follows:
· Targeted content gives the specification reference of the content the question is designed to assess.
· The context of the question points out exactly what learners must apply their answer to.
· The question is given, which, as indicated above, includes a scenario or context. 
· The model answer gives an example of how an answer that meets the required standard can be constructed that applies understanding to the context. The model answers are intended to be used to support formative assessment. Learners can use these for self-reflection or peer feedback as they model ‘what good looks like’.
· This model answer is followed by a rationale explaining why this is a model answer.
· There is also an example of a learner’s answer that does not show fully how knowledge and understanding is applied and where further development is required. 
· The last part of the question gives a rationale for why the answer indicates that the learner needs further development. Formative assessment is designed to help teachers determine where the learner is in their learning and what additional learning they may need. This section of the question is therefore a critical element of formative assessment. 
2. Questions and development activities for Assessment Objective 3
There are 10 questions with development activities in this section.
Assessment Objective 3 (AO3) requires learners to analyse and evaluate information and issues. They are expected to:
· Use their existing knowledge and understanding to analyse material, breaking it down to its constituent parts.
· Show understanding of patterns and relationships between these parts. 
· Evaluate their relevance, interconnections and suitability using information in the scenario.
· Think holistically, using their wider understanding of the content and the sector to determine which content is most relevant to use.
This again goes beyond knowledge, recall and theoretical understanding, and brings in critical thinking, problem-solving and decision-making.
These questions follow the same approach as AO2 questions. However, as there is no one defined answer, the content for each question includes indicative content – an indication of the theoretical content that could be referred to in the answer.
For these AO3 questions, where the model answer requires further development, there is additionally a suggested development activity designed to support learners in moving forward with their learning. Each development activity includes a specific focus in the title of the activity, such as ‘developing a revision guide’, or ‘using discussion terminology’. As such, they can be used to support learners that have demonstrated similar types of responses to other questions. They should not be considered as limited to the related question only.
The model answers are intended to be used to support formative assessment. Learners can use these for self-reflection or peer feedback as they model ‘what good looks like’.


Section 1: AO2 questions


AO2 question 1 – Core Content 4.1
Targeted content 
4.1.7 Client confidentiality and its importance.
Context of question
Working from home.
Question
An accountant has requested permission to work from home two days per week. Explain how the accountant can ensure client confidentiality during working from home days.
Model answer – meets required standard
One of the first things the accounting employee needs to consider is if they have a private area to work in when at home. This would ensure that any calls that involve clients or reference their information can’t be overheard by other people in their home, maintaining client confidentiality. They could also ensure that they have secure storage for any paper files and electronic files which include client information and ensure that they don’t leave papers on a desk or table. This way, the client information can’t be accessed accidentally or intentionally by others that they live with who are not employees and governed by a contract of employment.
Why is this a model answer?
The answer gives two examples. Others could have been included instead, such as use of virtual private networks (VPNs) and passwords. However, the two considerations are valid, and do show understanding of some of the risks to client confidentiality in a home environment. This shows application, as the answer does not just focus on general confidentiality issues – it highlights the potential for information being accidentally seen or heard by non-employees. The answer also shows understanding, as there are clear reasoning statements given, such as ‘this way’ and ‘this would ensure’. 
Model answer – development required
When working from home the employee should ensure that they will be working in the same professional manner as they would in the office. They should also consider how secure the information is that is held in or transferred to their home. They may need to spend money to provide equipment to use at home that is secure. It may be that the business will contribute towards the costs.
Why does this answer indicate the learner needs further development?
This answer indicates an awareness of the need for client confidentiality and professional behaviour, whether working from home or in the office. It is clearly applied as the answer relates only to working from home. The answer also refers to securing data and using secure equipment. However, the answer is quite descriptive and shows limited reasoning as to why and how to enact confidential behaviours or specific situations that may arise when working from home that could risk client confidentiality. 


AO2 question 2 – Core Content 4.2
Targeted content
4.2 Ethical dilemmas in accounting workplaces – risk of unethical behaviour.
Context of question
An accounting employee working for a client business.
Question
Extract from Human Resources (HR) file for employee of an accounting practice:
A verbal warning was issued today for failure to advise that they have accepted part-time employment with a client firm.
Explain why this situation is an ethical issue for the employee.
Model answer – meets required standard
The employee could be seen as a potential go-between or spy by either business. They could pass information to either party that would call into question the integrity of, for example, an audit. They may experience a conflict of loyalties if they find errors during an audit that throw suspicion on a colleague at the audited firm. Although staff of any firm have the right to decide how to spend their free time there is an expectation amongst those in the financial services industry that they will not undertake any activities that could call into question their integrity and ability to remain professionally sceptical. Their failure to report this to HR means that necessary protocols to protect the client and the employee cannot be put in place leaving the employee at risk. 
Why is this a model answer?
Different aspects of ethical behaviour are referred to in the answer, showing knowledge of the concept. It uses technical terms in an appropriate way, such as ‘professional scepticism’ and ‘audit’, as well as terminology associated with ethics, such as ‘integrity’. The answer clearly relates to the situation given, and is therefore applied, as it highlights key risks resulting from the part-time employment. It also recognises that the failure to report the matter is what is at stake, rather than the fact that they have another job. This is an example of a perceived ‘dilemma’ that an individual might be faced with. There is some reasoning in the response with the use of terms such as ‘means that’, and they have drawn a conclusion related to the potential risk resulting from non-disclosure.
Model answer – development required
Having a second job is not ideal as it could take their focus and energy away from their main job. It may also mean that they may talk about things they shouldn’t with either set of colleagues which would breach the rules around confidentiality. They could, for example, talk about the tests planned for the audit with this second firm and this might be seen as giving them a tip-off. If that is known about it could call into question the integrity of the whole audit.
Why does this answer indicate the learner needs further development?
This is a relatively good answer, as it highlights some of the potential issues and problems the employee may face. However, it does not explicitly refer to ethics and so it is not clear that the learner understands the concept of ethical behaviour. There is some application, as the answer does refer to there being two jobs. On the other hand, it loses focus a little with the idea of their energy being stretched between the two jobs, rather than recognising that the problem was the employee’s failure to report the second job to HR. 


AO2 question 3 – Core Content 4.3
Targeted content
4.3.1 Professional competencies and their importance. 
Context of question
The requirement to access continuous professional development (CPD) for an auditor.
Question
An auditor has been booked onto an employment law course.
Explain how this would contribute to meeting their CPD requirements.
Model answer – meets required standard
It is a requirement of any professional body registration that members keep themselves updated on the latest legislation or regulatory changes. An auditor is a senior role and so that would require professional body membership, so it is important that they do something that enhances their competence, referred to as continuing professional development or CPD. They undertake training that adds to their overall skills and knowledge, even in areas they may not regularly deal with. An auditor may not directly need to know employment legislation, but they are likely to encounter accounting information that would demonstrate employment legislation has or has not been met, such as when auditing payroll. Therefore, having knowledge of employment legislation enables them to make better decisions about the validity of the evidence. 
Why is this a model answer?
This answer uses accepted technical language in the terms ‘CPD’, ‘competencies’, ‘skills’ and ‘knowledge’, which is always a positive point in any responses. This answer indicates an awareness of the existence and requirements of regulatory bodies, and it demonstrates knowledge of the role of the auditor and the nature of an audit. This is applied within their answer as they directly relate the content of the answer to the role of an auditor. There is evidence of understanding as the learner has used the terms ‘therefore’, ‘and so’ and ‘but’.
Model answer – development required
Continuous professional development (CPD) is a necessary part of a finance professionals’ job. Rules and regulations change regularly so it is important that all staff keep themselves up to date.
Why does this answer indicate the learner needs further development?
The learner recognises that CPD is necessary and uses the technical terminology. However, it is not an applied answer as it has no reference to the role of an auditor or their specific plans for CPD. It does indicate an awareness of a changing regulatory environment and notes that this is important, but fails to develop why it might be important any further.


AO2 question 4 – Core Content 4.4
Targeted content
4.4.4 Implications for an accounting business of acting responsibly.
Context of question
Annual charity picnic.
Question
An accounting business runs an annual picnic for the local children’s hospice. 
Explain one possible:
· positive impact on the finances of the business
· negative impact on the finances of the business.
Model answer – meets required standard
Positive
The event could generate positive publicity for the firm which could then encourage new clients. New clients would then lead to an increase in revenue because if they are a client they would be paying for their services.
Negative
A picnic will incur some costs, if only in terms of purchasing food for the event. This increase in costs could therefore lead to lower profits as they won’t be able to increase their revenue directly from this event.
Why is this a model answer?
It simply states one positive and one negative impact on finances, as requested. It uses terminology such as ‘revenue’ and ‘costs’, which are related to finances, and the terminology is used accurately, indicating knowledge of those concepts. It acknowledges that a picnic incurs costs with no direct financial reward, which is an example of corporate social responsibility (CSR) in action, and the answer indicates an awareness of this concept. The examples are applied, as they are clearly drawn from an understanding of what the picnic requires in financial terms. Each impact is clearly explained as well as described.
Model answer – development required
The picnic might generate positive publicity for the firm, and this could encourage new clients to the firm. This would increase revenue and profitability. However, the costs of running the event itself will increase overheads and so reduce profitability.
Why does this answer indicate the learner needs further development?
[bookmark: _Int_h2dj3jEm]This is essentially the same response, which is perfectly suitable for demonstrating an appreciation of the concept of CSR. However, it lacks the depth of the developed answer because there is a lack of reasoning as to why each example has a positive or negative impact on the company’s finances. It does not recognise that having more clients does not automatically lead to more profit.


AO2 question 5 – Core Content 4.5
Targeted content
4.5.2 A general understanding of the current legislative areas: the Equality Act.
Context of question
A job vacancy with explicit reference to age and implicit reference to disability.
Question
Extract from an internal email:
We need a new trainee in the audit department. The job specification is attached. Ideally, we want someone under 19 years of age, and they should be able to cope with the lift always being broken! Can I leave it to you to write the advert?
Explain two pieces of information in the email that should not be used in the advert. 
Model answer – meets required standard
[bookmark: _Int_JXsStpOt]Age is a protected characteristic of the Equality Act. This means that the business is not able to specify any particular age requirement that would discriminate against any individuals unless there is a valid reason to do so. Although this is a trainee position, it is unlikely that there is a valid reason to limit the age to someone under 19 as there may be suitable applicants older than 19 looking for a new career or retraining. 
No reference should be made to the lift always being broken as this might be seen as discriminating against those with mobility issues, which is another protected characteristic in the Equality Act. In law, the business would need to be able to make reasonable adjustments so they would have to ensure that a broken lift does not impede an employee from accessing their workspace. It is information that is not relevant as it could put people off applying if they saw this.
Why is this a model answer?
[bookmark: _Int_GsOESRYI]This response covers the main points regarding protected characteristics and the Equality Act. The information given is accurate and uses appropriate terminology. The answer is applied, as the learner has selected the two relevant statements from the email. It recognises that one is implicit and the other is explicit. The question asks for two pieces of information and both of these are explained in the answer using terms such as ‘so’, ‘might be seen as’ and ‘although’.
Model answer – development required
Under the Equality Act age and disability are protected characteristics. This means that they cannot be specified in adverts.
Why does this answer indicate the learner needs further development?
This response covers the main points regarding the legislation and protected characteristics. However, it does not give any explanation in the response, nor does it link to the specific references in the email, so the application is limited.


AO2 question 6 – Core Content 13.1
Targeted content
13.1.1 The needs of different users of financial information.
Context of question
Bank Manager and Head Chef in a restaurant needing management accounts.
Question
An accountancy business is sending the first quarterly management accounts to the owner of a new restaurant. The owner has asked who these accounts should also be shared with.
Explain to the owner why each of the following should receive a copy of these accounts:
· Bank Manager.
· Head Chef.
Model answer – meets required standard
[bookmark: _Int_wqPnn4qM]The Bank Manager might be interested because the financial statements provide a record of the business performance over the past quarter. It is assumed that the bank has provided some initial funding for the business to start. Providing the first set of management accounts would normally be a requirement of any funding so that the bank can assess the risk to their investment. The Bank Manager would therefore be able to see information on revenues and costs that would indicate whether they are able to make repayments on any current loans. It can also be referred back to in the future if the restaurant wants to negotiate further funding so that the Bank Manager can see how the business is progressing over time. 
[bookmark: _Int_Y06Gt7JX]The Head Chef would be looking in more detail at the costs of sales to assess whether their pricing is appropriate and providing the necessary gross profit that the owner is expecting. They may also look at general overheads as a proportion of overall costs in order to determine if any changes are needed. They may also want to look at overall profitability as there may be potential for savings towards acquiring more equipment. 
Why is this a model answer?
The answer addresses both parts of the question equally. In both parts of the answer, there is specific reference to the individual requirements of each stakeholder and their needs in terms of management accounts. This makes it an applied answer. The learner uses technical terminology such as ‘cost of sales’ and ‘gross profit’, and shows a high level of knowledge regarding what is included in accounts and what they are used for. The needs of each stakeholder are clear and reasoned, using terms such as ‘in order to’, ‘as there may be’ and ‘so that’. 
Model answer – development required
A Head Chef might want the profit and loss statement to show profits if they are paid a profit related bonus.
The Bank Manager will be interested in the financial statements to assess the risk of loan repayment not being made.
Why does this answer indicate the learner needs further development?
[bookmark: _Int_UVs3islH]This answer provides two responses and there is some knowledge of financial statements and specific needs, but the degree of detail is superficial. There is some application, as the needs of stakeholders is referenced. However, there is no clear explanation, as the answer is more descriptive and knowledge-based.


AO2 question 7 – Core Content 13.3
Targeted content
13.3.2 The importance of accounting concepts and conventions when preparing financial information.
Context of question
A business owner using business finances for personal use.
Question
The owner of a florist shop is travelling overseas to visit a flower market. They are planning to take their family with them and extend their stay for a further two nights. They will claim this as a business expense.
Explain which concept of financial accounting is being breached in this situation.
Model answer – meets required standard
This is about the business entity concept of the conceptual framework. This states that business assets should not be used for the owner’s personal benefit. Clearly, taking the family with them could be perceived as the owner’s personal benefit. Taking the family is not an issue associated with this concept, but claiming their expenses from the business is. The main issue is the extension for two nights which is clearly not business related and potentially a holiday and therefore also personal and not allowable. 
Why is this a model answer?
The correct concept has been recognised and there is demonstrable knowledge of this concept in the definition and application. The learner has applied their knowledge and understanding in their answer, highlighting which parts of the scenario are relevant to the concept and which are not. The answer also goes beyond description as there is clear reasoning, some of which can be evidenced using terms such as ‘therefore’, ‘clearly’, ‘but’ and ‘main issue’.
Model answer – development required
The concept is business entity. This states that business assets should not be used for the owner’s personal benefit. Taking family on a holiday and claiming it on business expenses would be in breach as it is clearly for the owner’s benefit.
Why does this answer indicate the learner needs further development?
This answer is acceptable as it recognises the appropriate concept and the concept is accurately defined. Key information has been recognised, showing some application of the learner’s knowledge and understanding. However, the answer is brief and does not include any reasoning. It does not show any recognition of the subtlety of the information related to the potential holiday. 


AO2 question 8 – Core Content 13.4
Targeted content
13.4.2 The accounting equation.
Context of question
Using data to calculate the capital of a business.
Question
A new business has bought a car for £15,000 using a loan for the full amount. What is the current capital of the business?
Model answer – meets required standard
The capital is calculated using the accounting equation of assets = liabilities + capital. In this situation, the car is an asset with a value of £15,000. The liability is the loan which is £15,000. This means that the capital must be zero i.e. £15,000 = £15,000 + 0.
Why is this a model answer?
This response defines the accounting equation. The calculation is accurately portrayed using the information provided, noting that the car is an asset and the loan is a liability. The workings are shown and it is clear that the learner is using the accounting equation to determine the answer. The answer is correct.
Model answer – development required
The capital is £15,000 because the car is brought into the business.
Why does this answer indicate the learner needs further development?
[bookmark: _Int_47dSAiuZ]This is a basic response and it is incorrect. It could be that bringing an asset into a business is considered to be capital investment, but as the car is financed through a loan, the asset is balanced with a liability. This has been missed, showing a lack of understanding of the accounting equation and what is meant by assets, liabilities and capital.


AO2 question 9 – Core Content 13.7
Targeted content
13.7.1 The purpose of accounting policies applied in business: implications of accounting policies for financial reporting.
Context of question
Change in depreciation policy for a small business.
Question
An electrician has recently bought a laptop to do their bookkeeping. The software that they are using suggests that they use a different depreciation policy for their accounts than the one their accountant has previously been using. As a result, they asked the accountant to use this new policy for this year’s accounts. 
Explain the implications of making a change to this policy.
Model answer – meets required standard
Changing the policy will affect existing assets and not just the purchase of a laptop. This breaches the concept of consistency. Consistency means having the same approach to financial reporting year on year. A change in policy can therefore mean that the financial statements are not a true reflection of the business performance. Consistency is about more than one year’s set of accounts. If policies are changed, then it is difficult to make comparisons across different years and possibly different businesses. The financial performance indicated by a set of financial statements become unreliable as any differences in the overall performance may be as a result of the change in policy rather than the changes in trading. From a business perspective this could suggest a business is doing better or worse than it actually is. 
Why is this a model answer?
This answer shows understanding of two important concepts: consistency and comparison. They are described accurately and in the context of their use for this situation. This shows some application. The answer includes some detail and is well reasoned. It is a clear explanation of the importance of both concepts in relation to financial statements using terms such as ‘means’, ‘therefore’ and ‘may be’.
Model answer – development required
Changing the policy could mean that the value is misstated. It would also affect the profit stated in the accounts each year.
Why does this answer indicate the learner needs further development?
This answer is correct. However, it does not use technical language, and understanding of the key concepts is not evident. The answer is simplistic and fails to expand on the implications that this change would have on reporting the financial performance of the business, based on the conceptual framework. It makes no reference to the accounting concept of consistency, which would be an expected consideration before making any change in policy, and one would expect a learner to be aware of this.


AO2 question 10 – Core Content 13.8
Targeted content
13.8.1 Professional ethics: objectivity.
Context of question
A business needing a clean auditor’s report.
Question
A large manufacturing business is applying for a big investment to expand the business and create jobs. They need an auditor’s report to support their investment application. The auditor has completed the audit and found some issues that could be reported.
Discuss the importance of objectivity when producing the auditor’s report for this business.
Model answer – meets required standard
An audit is commissioned by shareholders or government to report on the stewardship of the business assets by the appointed management. It is not intended to look at every transaction in detail or even to find fraud. It focuses on the policies and procedures of a business to see if they concur with legislation, regulations and generally accepted good practice. It therefore aims to provide assurance to shareholders that their investment is being protected. If there are issues, they could be serious and a risk to business success and compliance. However, the risk could be low enough that they wouldn’t need to be highlighted in the final report. The auditor could feel influenced to produce a ‘clean’ report identifying no issues to support the business in achieving its expansion plans, particularly if they used their professional judgement and judged the overall risk as low. However, objectivity is an ethical issue that is central to the professionalism of an accountant or auditor. Objectivity is about freedom from bias and free from influence, even if the influence isn’t direct. The auditor may need to report the issues, even if there is a negative consequence of the audit report because it would be the responsibility of others e.g. the investors to decide the significance of the risk rather than the auditor.
Why is this a model answer?
This answer shows a high level of detail and knowledge related to auditing and the importance of professional judgement in an audit report. It acknowledges that auditors may be under direct or indirect pressure and influence to include or omit issues identified through the audit process. The implications of failing to be objective are shown in relation to the scenario in the question, as it shows the need to be objective when there are potential negative consequences to the information in their report. This is a clear discussion which includes theoretical content and explores different aspects of the concept of objectivity and ethics in general.
Model answer – development required
Objectivity is important when producing an audit report. It is important not to be influenced by others such as knowing that there are potential jobs at risk when deciding what to include in the report. Objectivity is about applying professional ethics to the job or the task rather than trying to ensure the outcome is of benefit to everyone.
Why does this answer indicate the learner needs further development?
The answer indicates they have some understanding of the concept of professional ethics and objectivity in particular. The answer takes account of some information in the scenario to use as an example to support their argument. The answer does not have a lot of depth and contains limited use of technical language. It is straightforward in its approach and would not be classed as a discussion. 


AO2 question 11 – Core Content 4.1
Targeted content
4.1.2 Expectations of professional conduct behaviour and attitudes.
Context of question
Personal agency when finding unusual transactions.
Question
An accounting trainee is preparing accounting records for a client. The trainee finds some unusual transactions made by the client.
Explain how personal agency can aid professional conduct in this situation.
Model answer – meets required standard
[bookmark: _Int_vMQh8hDL]Personal agency refers to how much autonomy an individual must make decisions and take action. In this scenario, it is likely that the trainee will be working under supervision and so would be expected to refer any unusual transactions to a supervisor until they and their supervisor agree they can work autonomously. 
Why is this a model answer?
This answer defines the term ‘personal agency’ in relation to a specific scenario regarding ‘unusual transactions’, and links it to the concepts of decision-making and action. It demonstrates awareness with terms such as ‘would be an example of’ and ‘where and when it is appropriate’. It discusses a practical interaction in terms of the client, employee and supervisor, including how the trainee’s level of experience impacts their level of personal agency and their response, thus demonstrating application and awareness of the differentiation that can occur.
Model answer – development required
[bookmark: _Int_8uhlnQYe]Personal agency is about knowing when to make decisions or take action. It is about knowing your limits and taking personal responsibility. If an individual is always waiting to be told what to do, they are not going to develop or improve. It could be argued that they would not then develop their professional conduct as they would not be supporting colleagues or dealing directly with clients.
Why does this answer indicate the learner needs further development?
This accurately defines the term ‘personal agency’. It attempts to explain it in relation to the scenario, but there is not as much detail here to fully indicate that they have an awareness of the protocols in a professional office. It also fails to apply the concept of personal agency to the scenario from the question.


AO2 question 12 – Core Content 4.2
Targeted content
4.2.1 Ethical dilemmas in accounting workplaces.
Context of question
Working off-site.
Question
An accountant is working at a client’s office. They take a lunch break and leave the building for a short time. On their return, they realise that they had not shut down their laptop properly.
Explain the ethical dilemma in this situation.
Model answer – meets required standard
[bookmark: _Int_tGDUMQQe]The issue here is that the failure to close down the laptop properly put at risk the security and confidentiality of the information stored on the laptop.
This could be seen as a process risk for breaching procedures and a systems risk for potentially allowing unauthorised access to the systems and data of both the client and the employee’s firm. The dilemma is that as it was for a short period of time the employee may not see this as a risk. There is also the issue that if the employee reports this they could get into trouble. But if they don’t then there is not an opportunity for the IT team to check to see if there were any breaches in security. 
Why is this a model answer?
[bookmark: _Int_xfZeSw6B]It clearly recognises that the issue is the failure to shut down the laptop properly and the potential types of risk this indicates. The dilemma arising from this is whether to tell their employer about the breach or not. Having happened outside the office, it is unlikely that the employer will be aware of the breach. The answer links this back to the two classifications of ‘risk’ outlined in the specification, thus demonstrating an awareness of this issue in terms of failing to close down the laptop. They show understanding of the dilemma by using terms such as ‘but if’ and ‘may not see’, and recognise the issue of duty of care and confidentiality which link to professional behaviour and therefore ethical behaviour.
Model answer – development required
The dilemma is because they might have broken the rules by not properly closing the laptop and they need to decide whether to report this to their employer or not. If they do, they could get into trouble.
Why does this answer indicate the learner needs further development?
This answer correctly identifies the dilemma that arises from failing to close down the laptop. It recognises the possible impact of telling their firm. However, it does not expand on the possible impact on the firm, and therefore the answer does not show application of knowledge and understanding.. 


AO2 question 13 – Core Content 4.3
Targeted content
4.3.2 Importance of maintaining professional competence and scepticism in accounting.
Context of question
Lack of financial support.
Question
As part of their personal professional development, an employee has asked to undertake leadership training. The firm has agreed to support them with this, but they will not pay for training courses. 
Explain two ways they could access appropriate continuous professional development (CPD).
Model answer – meets required standard
To undertake the CPD for their personal development the employee could look at online materials on leadership. Many of these can be accessed free, such as online videos or resources from universities or using Artificial Intelligence (AI). Although it doesn’t give them the structure of a formal course, it won’t cost the employee to undertake the training. 
The employee could also look at the possibility of mentoring colleagues. Perhaps those working at a level below them or anyone who is coming in on work experience or work placement. Helping to train colleagues on aspects of their job and taking responsibility for managing that person could be a way to develop leadership skills that their firm would probably support, and it won’t cost the business any money.
Why is this a model answer?
Two specific options are given, and each meet the requirements for the employee to access free CPD. In each case, there is an explanation to show how they are free but also meet their needs.
Model answer – development required
One way could be to look at free online training videos about leadership. The firm would not have to pay for these, just give them access to the internet during work hours.
They could go in their own time on a weekend leadership training course. Because it is in their own time, there is no cost to the employer.
Why does this answer indicate the learner needs further development?
This answer does not provide two examples as requested. The first explanation is appropriate, applied and reasoned, albeit simply. The second option is incorrect. There will be a cost, perhaps not to the employer, but a weekend leadership training course will need to be funded by the employee and so does not meet the requirements of the question.


AO2 question 14 – Core Content 4.4
Targeted content
4.4.3 Advantages for an accounting business of acting responsibly.
Context of question
Offering incentives to employees.
Question
An accounting firm offers a shopping voucher to any staff member who can suggest a sustainability initiative. This initiative should be cost effective to any client firm or the accounting firm itself. 
Explain one advantage of this incentive to the accounting business.
Model answer – meets required standard
Offering the incentive of a shopping voucher could be a way to motivate staff to be proactive when working with the firm’s clients. Many staff are motivated by financial gains and although it is a shopping voucher, it is still financially beneficial to the recipient. 
Why is this a model answer?
There is one advantage given that clearly relates to the scenario. Staff motivation is a plausible advantage. The answer includes a reason why this would be an advantage. 
Model answer – development required
Offering staff a voucher could help promote their loyalty.
Why does this answer indicate the learner needs further development?
The whole response is accurate but simplistic. There is an attempt at application but there is not enough development.


AO2 question 15 – Core Content 4.5
Targeted content
4.5.1 Equality, diversity and inclusion in the workplace. 
Context of question
The requirement for making reasonable adjustments in a workplace for an employee with mobility issues.
Question
An accountancy firm has a policy that all employees work from the office.  Each member of staff has their own desk in the office. An employeehas had an accident and will be using a wheelchair for several months. 
Discuss what the firm might need to do to support the employee.
Model answer – meets required standard
The firm should consider how it can support the employee to continue to work if they are able to. This would require a change to policy, but there is a legal obligation on a firm to promote inclusion. If it is possible the employee could be allowed to work from home. This may mean setting up a secure network so that they can access documents and software for their work from home. The firm and the employee will need to consider the issue of confidentiality and data security, but this could be one workable solution. Alternatively, the firm could adapt the employee’s workspace. For example, by providing a suitable space that is wheelchair accessible. This may mean relocating them to another office, say on the ground floor, or close to the door where there is potentially more space, but this would allow the employee to continue to work at the firm’s premises. 
Why is this a model answer?
This is a good example of a discussion, as there is no clear decision or conclusion as to how the firm should act. Use of the terms ‘could be’ and ‘may mean’ offer multiple options. The learner has applied their response to the scenario by specifically referencing wheelchair accessibility. The answer indicates knowledge by referring to the legal obligations regarding inclusion, even if it does not specify the Equality Act. There is also evidence of wider understanding through the discussion of the confidentiality and security issues surrounding one of the suggested options.
Model answer – development required
The firm should let them work from home as the policy is not inclusive. These desk that the employee has could be without enough space for the wheelchair to fit in or the desks could be too low for the wheelchair to fit under.
Why does this answer indicate the learner needs further development?
This is not a discussion, but merely a statement offering one potential solution. For a discussion, there should be more than one aspect considered, such as the legal obligation or an alternative solution. The question asks what the firm ‘might need to do’, and this allows learners to consider what they must do; hence the legal obligations being a valid discussion point. 


AO2 question 16 – Core Content 13.2
Targeted content
13.2 The differences between management and financial accounting. 
Context of question
Use of management information systems and the role of a management accountant.
Question
A local bakery has been using simple bookkeeping software to record financial transactions and simple year-end accounts. This local bakery has just been bought out by a national chain. The national chain is sending an internal management accounts assistant in to install their own accounting software, which includes management accounting and financial accounting. 
Explain why the national chain might want to install its own accounting software.
Model answer – meets required standard
The national chain would want to use its own software so that it matches that used within the rest of the business. This is because the management of the main business will be used to getting information in a specific format that they understand.
The existing bakery did not have any management accounting software. This software is used to generate reports that assist management with decision-making for the business. This is different to the bookkeeping software that generates reports for use by the accountants preparing the financial statements. It is important for the national chain to have both types of software for the local baker because there won’t be external accountants dealing with financial accounts, they will have their own team. The management accounting software will serve a monitoring purpose for the national chain that didn’t exist before.
Why is this a model answer?
It gives the required reasoning related to both forms of accounting, and how these apply in the situation. The learner’s knowledge and understanding is applied to the specific scenario.of the bakery takeover and the implications this has on management information reporting. In the wider context, it demonstrates an understanding of the differences in nature between management and financial accounting, particularly in the concluding sentence. 
Model answer – development required
The national chain would want to instal its own systems as they would want everything to be the same across the country. 
Why does this answer indicate the learner needs further development?
The answer is very limited and provides a superficial level of explanation. Application is implied rather than explicit. 

AO2 question 17 – Core Content 13.9
Targeted content
13.9.3 The contribution of internal auditors.
Context of question
Rapid expansion of a business.
Question
An external auditor has been asked by a client firm that is undergoing rapid expansion about the benefits of having an internal audit function.
Discuss two advantages to the client firm of appointing an internal auditor.
Model answer – meets required standard
An internal auditor can provide a way of checking systems and processes within a firm. This means they can spot potential errors and problems before they become too big an issue. This is particularly important for a firm like this that is expanding as it may find its current systems struggle to cope.
They can assist the management by looking for ways to improve internal systems either for efficiency or cost cutting. This could be particularly useful in a firm, like this one, that has recently expanded and may therefore have some systems that overlap or are not effective for the firm’s new size.
Why is this a model answer?
[bookmark: _Int_DrIBo5HR]The response details two potential advantages as required. It develops these from pure factual statements with phrases such as ‘this means’ and ‘this could’ to provide examples which demonstrate application. The reference to the recent expansion of the firm is a way of demonstrating the learner has the ability to apply their knowledge to the specific scenario.
Model answer – development required
The internal auditor can do the work of the external auditor and so save the firm time and money paying for an audit.
They can also be used to review the firm’s systems and processes, looking for any problems or ways to improve.
Why does this answer indicate the learner needs further development?
The first paragraph indicates confusion as to the role of the internal and external auditor. However, the second paragraph uses a clear example of one of the potential advantages of employing an internal auditor. This saves the response from being completely irrelevant.


AO2 question 18 – Core Content 13.5
Targeted content
13.5 The purpose and aims of the International Accounting Standards Board (IASB).
Context of question
Purchase of two new vans.
Question
A public limited company (PLC) has recently purchased two new delivery vans for use in the business. These have been included in the ledger account for general motor expenses.
Describe how International Accounting Standard (IAS) 16 should be applied in this situation.
Model answer – meets required standard
The two new vans have been entered into the accounts as motor expenses. This is an error. IAS 16 relates to PLCs which is the legal status of this company. According to IAS 16, vans used for delivery contribute to the supply of goods and services. As such, they should be treated as an asset. 
Why is this a model answer?
The answer correctly recognises that IAS16 applies to PLCs and is related to the reporting of assets, in particular vehicles as assets, as they are delivery vans and therefore contribute to the supply of goods. The description shows an understanding that the current practice is incorrect and needs to be changed, and sets out the correct approach.
Model answer – development required
The vans are assets and as such treated differently in the books of the business. They should not have been included in the ledger account for motor expenses as this is an expense account. 
Why does this answer indicate the learner needs further development?
The answer recognises that this is an error of classification or principle as per the IAS 16 standard. However, the answer does not describe what action should have been taken instead.


AO2 question 19 – Core Content 13.5
Targeted content
13.5 The purpose and aims of the International Accounting Standards Board (IASB).
Context of question
Fire affecting stock valuation.
Question
Cutting Locks Ltd is a hairdresser. It recently had a small fire in part of its stock storeroom. The fire destroyed one third of the stock. Another third of the stock is partially damaged, but could be sold at a reduced price. The remaining third is undamaged.
Discuss how IAS 2 could be applied to the stock for this business.
Model answer – meets required standard
IAS 2 relates to good practice in stock valuation. IAS 2 relates to public limited companies. As Cutting Locks Ltd is a private limited company, IAS 2 does not apply. However, even though it is not a PLC, IAS 2 gives best practice for treating closing stock in this situation and therefore the accountants would apply it for Cutting Locks Ltd. 
Why is this a model answer?
This response shows understanding of the principles of IAS 2. It acknowledges that IAS 2 does not apply in this situation, but proposes its use as good practice and setting standards that accountants should aim to apply in all situations.
Model answer – development required
Closing stock is valued at cost unless it is damaged. Then it would be valued at an estimate of what it could be sold for but only if this is below the actual cost of buying the stock in the first place.
Why does this answer indicate the learner needs further development?
[bookmark: _Int_cMyNWBoT]This is correct in its understanding of how stock is valued in the financial statements for PLCs. However, this does not acknowledge that IAS2 does not have to be applied for this particular scenario. 


AO2 question 20 – Core Content 13.3
Targeted content
13.3.2 The importance of accounting concepts and conventions when preparing financial information.
Context of question
Loss of key client.
Question
A manufacturing business loses a contract that accounts for 80% of its annual turnover. The external auditor has drawn attention to this in their audit report.
Explain why the auditor has drawn attention to this in their report.
Model answer – meets required standard
The concept of going concern is about whether the auditor thinks that the business is sustainable over the next year. With the loss of this big contract, it makes sense that they would have drawn attention to this in their report. But doing so would alert stakeholders to the issue. For example, employees might be concerned about the security of their employment. They could leave for different employment making it difficult for the firm to keep making things for the contracts they do still have. It would also alert any lenders that the business has lost a significant revenue stream and so the risk that the firm will default on any debts would be increased.
Why is this a model answer?
It demonstrates an understanding of the concept of going concern by discussing sustainability. This is developed into a good application of knowledge and understanding by providing the two examples of specific stakeholders that may be affected: employees and lenders. The answer could have referenced other stakeholders, such as suppliers concerned about debt settlements, the government concerned about lost tax revenues and redundancies, or competitors looking to pick up new business. As this is a manufacturing business, learners should explore the connection with stakeholders in that industry if they are to demonstrate application in their answer.
Model answer – development required
The auditor has made a note of the loss of the contract, and this could make potential investors worried. They may think that the business is not a good choice to invest in if it cannot find a way to replace the revenue lost with the contract going. 
Why does this answer indicate the learner needs further development?
This answer is limited and only provides one example of an impact of the auditor’s actions on the business. 


Section 2: AO3 questions and development activities


AO3 question 1 – Core Content 13.3
Targeted content
13.3.2 The importance of accounting concepts and conventions when preparing financial information.
What is the key issue(s) that should be identified from the scenario
Loss of a major contract.
Question
A business manufactures high-quality mattresses for beds. These are sold with a high profit margin to promote the high quality of the product and associated brand. The business uses organic materials, mainly imported from overseas, to produce a high-quality product. Other materials such as chemicals and metals are sourced locally from within the UK. 
The business manufactures approximately 200 mattresses per week. There is some mechanisation in the factory, but the process is labour intensive and requires a high level of skill, which is reflected in the selling price.
New legislation is being introduced to provide staff with additional rights. There has been an increase in employer National Insurance contributions, and the government has set a new minimum wage rate.
The mattresses are sold wholly in the UK. The main client is a chain of bed retailers. This client accounts for approximately 30% of orders. This client has indicated that they will not be renewing the contract when it ends next year.
Discuss the implications, including details, of this loss of contract in the audit report.
What theory would be appropriate to refer to in the answer? (indicative content) 
· The concept of going concern – revenue, profit risk, potential cost increases.
· The concept of prudence – caution.
· Internal stakeholders, e.g., staff (highly skilled), Directors, etc.
· External stakeholders, e.g., investors, suppliers, other clients and tax authorities.
· Reasons for loss of contract, e.g., administration, poor sales and poor quality.
Model answer – meets required standard
Part of the auditor’s report should consider if a business is expected to remain a going concern. For this business, the auditor would see the loss of the contract as potentially leading to the business losing a significant part of their revenue stream. This impacts their profit margins and therefore the ability of the business to be sustainable. With this risk, it makes sense for the auditor to draw attention to this fact. 
It is not only the loss of the contract that the auditor will consider as a risk. Increasing costs in respect of National Insurance could pose even more of a risk to the sustainability of the business. Employers will need to pay more in contributions and as the employees are highly skilled, they will likely receive a relatively high rate of pay and so it will increase the costs to the business. It would therefore be prudent to alert stakeholders to the risks. 
However, the auditor will be aware that reporting this risk can lead to problems. For example, if employees, concerned about their future, choose to leave this could create a new risk to the business as a going concern. A reduction in skilled staff could make it harder for the firm to complete the contracts they still have. Lenders and suppliers may worry that debts could be unpaid if the business is short of income. 
It is important to consider that the auditor’s report is only alerting readers to the risk at the balance sheet date. It is not confirming that it is or is not a going concern. We do not know from the scenario why the firm lost the contract. The auditor may obtain that information and that could influence the wording of the audit report and its impact for stakeholders.
Why is this a model answer?
The answer refers to the concept of ‘going concern’, which is one of the possible responses to the key issue of the loss of the contract, and is therefore a correct response. It connects the concept to the specific scenario by referring to the inclusion of a comment in the audit report. There is evidence of a clear understanding of the issues of making comments on an audit report through discussion of the ‘impact’, and by citing examples, such as the risks posed by reporting concerns on lender fears and staff resignations. The answer also references the increase in National Insurance costs, demonstrating the application of the conceptual framework to provide clarity in reporting and the treatment of business issues. This forms part of the wider discussion required around the targeted content for concepts and reporting. The comment reinforcing that the report is only ‘alerting readers’ highlights another side of the discussion on the conceptual framework and financial reporting. This observation balances the ‘discussion’ element of the answer, as the response to the audit report is unknown and subjective.
Model answer – development required
The report should say whether the auditor thinks that the business records present a true and fair view of the performance of the company over the reporting period. But doing so would alert stakeholders to the issue. For example, employees might be concerned about the security of their employment. They could leave for different employment making it difficult for the firm to keep making things for the contracts they do still have. It would also alert any lenders that the business has lost a significant revenue stream and so the risk that the firm will default on any debts would be increased.
Why does this answer indicate the learner needs further development?
The answer presents good examples of the issues that may arise out of the company not being issued with a clean audit report. However, it does not refer to either of the two relevant concepts to the scenario presented. There is discussion around the potential impacts, but without the recognition of accounting concepts, it cannot gain full marks. Knowledge of the accounting concepts and conventions is essential knowledge for preparation of financial reports.

	
	
	



	
	
	




	
	
	



AoC is delivering this programme on behalf of the Education and Training Foundation. This programme is funded by the Department for Education.
[bookmark: _Hlk189664817]AO3 question 1 development activity – developing a revision guide
Introduction 
This development activity is for use with learners that have demonstrated issues with the knowledge and understanding of the specification content that should be applied to the question. In this case, the learner had issues with underpinning accounting concepts. The activity is therefore specific to those concepts, but the idea for the revision guide could be applied wherever the learner has a similar issue. In particular, this activity is designed to support learners in considering how they would apply the concepts, theories and principles they have learned. This is what will help them to answer questions to gain higher marks.
Teacher instruction
This guide focuses on the specific concepts required within the specification. The learner should complete the table to create a personalised revision chart. This will provide them with a suitable, memorable definition of each of the concepts. They should also think of examples of where each concept could apply and the impact on the business or the financial reports that might occur if the concepts are or are not appropriately applied. This provides them with opportunities to revise contexts, situations and issues.
Learner instructions
Complete the following table. You can use your class notes or carry out additional research.
Table to show how to apply accounting concepts
	13.3.2 The importance of accounting concepts and conventions when preparing financial information, including:
	Knowledge – definitions and clarification of terms
	Application – give examples of how this concept is applied in different situations
	Analysis and evaluation – examples of issues and implications of this concept on different situations

	Money measurement
	
	
	

	Duality (dual aspect)
	
	
	

	Cost (historic cost)
	
	
	

	Going concern
	
	
	

	Accruals
	
	
	

	Consistency
	
	
	

	Prudence
	
	
	

	Materiality
	
	
	

	Realisation
	
	
	

	Business entity
	
	
	





	
	
	




AO3 question 2 – Core Content 13.3
Targeted content 
13.3.2 The importance of accounting concepts and conventions when preparing financial information.
What is the key issue(s) that should be identified from the scenario
A member of staff spending company money for potential personal use.
Question
A sales representative works for a car dealership. There is an international car show in Germany, and they want to see what new cars are being introduced and any new trends. They have been invited by their manufacturer to attend with a discounted ticket. The timing of the show coincides with a Formula 1 race in the country that they would like to attend. They will be attending with their partner, who is also keen to attend the Formula 1 race. The dealership has agreed that they can attend as it contributes to their Continuing Professional Development (CPD). They are given two days of work time but must take the time for the Formula 1 trip as holiday. For the visit to the car show, they have been given a budget to cover their expenses. They will be travelling by car and ferry. The ferry cost is paid in advance by the dealership, as is one night’s bed and breakfast accommodation. Any other costs for the car show ticket, fuel, lunch and dinner will need to be paid on their personal card and claimed back. When they make the claim for fuel, the receipts include snacks and drinks for the journeys. 
Discuss the concepts of financial accounting involved in this situation.
What theory would be appropriate to refer to in the answer (indicative content) 
· Business entity – Formula 1 visit, return ferry cost contribution and partner expenses.
· Materiality – incidental snacks and drinks.
· Cost – discounted ticket.
Model answer – meets required standard
[bookmark: _Int_6ZyP4jL8]There are a number of concepts that could be applied in this situation. The most significant and obvious is business entity. This concept emphasises that business money should only be used for business purposes. In this case, it would be valid for the salesperson to attend the car show, but not their partner. This becomes an issue because although they may not necessarily claim expenses for their partner, they are booking bed and breakfast accommodation so this will be provided for two persons and not just one. Rather than potentially a single room, they are purchasing a double or twin room which could be more expensive. In addition, they are planning to go to a Formula 1 race, so the salesperson is getting personal value from the visit and not just professional. Although that cost is not charged to the business, the return ferry could potentially be more expensive because they are staying for longer than they would be if just travelling to the car show.
Business entity is not the only concept involved here. The concept of materiality could also be involved here. Materiality is where the relative value of an error or item is ignored if it is felt to have a limited impact on the overall financial position. In this case, it would apply when the expenses claim is made and includes snacks and drinks. The consideration would be whether the snacks and drinks are a significant enough cost to indicate that the expense is not reimbursed, or if it is just a small amount that the concept allows for the salesperson to be reimbursed even though it is not strictly a business expense. 
However, consideration for business entity would also need to be considered at this point. It could be that the claim for the snacks and drinks was used by the partner as well as the salesperson so potentially there would need to be clarity regarding the number of claims made.
Why is this a model answer?
This is answer is a clear example of a discussion as there are two different concepts referred to and different aspects of each are considered. In addition, the conclusion brings together to the two concepts and how they are interrelated. The content is accurate as the concepts are applied correctly. The response is well structured and communicated and clearly demonstrates an understanding of the concepts and related issues.
Model answer – development required
The business entity concept is the most relevant here. The business entity concept states that business money should only be used for business purposes. The trip to the formula one race is not a business purpose. Taking their partner along makes this a partial holiday.
The purchase of snacks and drinks is not for business purposes. The snacks and drinks purchased would probably not be too expensive. The relative cost of items is an issue for the use of the materiality concept.
Why does this answer indicate the learner needs further development?
This answer does mention the two main issues, the business entity and materiality concepts, and is therefore correct. However, it is poorly structured and does not link well to the scenario. The learner could benefit from developing their essay structure to allow for a more fluid discussion of the issues in relation to the specific scenario.


AO3 question 2 development activity – using discussion terminology 
Introduction
This development activity is designed for use with learners that have a good standard of knowledge and possibly understanding, but do not effectively discuss the concepts in their answers. The answers they produce are mainly descriptive, knowledge-based responses. This activity focuses on the key terms that are used when engaging in a discussion. Although it is based on a specific example, this activity can be used with any response that requires a discussion.
Teacher instruction 
This activity is divided into three parts. The first part requires the learner to research the meaning of key terms that can be used in a discussion. The second part is to use those terms as a sentence starter. The final stage is to apply these sentence starters to the answer given in the ‘model answer – development required’ example. Learners should then be encouraged to consider these terms whenever engaging with a ‘discuss’ style question.
Learner instructions
Task 1
The table below contains a selection of words and terms that can be used in a discussion, regardless of the topic of the discussion. Research the meaning of each word and put the meaning in the table.
	Word or term
	Meaning

	Consequently
	

	Whereas
	

	Although
	

	However
	

	In comparison
	

	Additionally 
	

	Clearly
	

	Although
	



Task 2
For each word or term, give an example of how it is used in the context of accounting. Complete the table. The first has been done for you.
	Word or term
	Use in a sentence

	Consequently
	[bookmark: _Int_5aRn4nPf]There were a number of data entry errors. Consequently, the trial balance did not balance.

	Whereas
	

	Although
	

	However
	

	In comparison
	

	Additionally 
	

	Clearly
	

	Although
	



Task 3
Look at the example ‘model answer – development required’ (reproduced below). Use your knowledge of these discussion words to rewrite the answer so that it is clearly a discussion.
Model answer:
The business entity concept is the most relevant here. The business entity concept states that business money should only be used for business purposes. The trip to the formula one race is not a business purpose. Taking their partner along makes this a partial holiday.
The purchase of snacks and drinks is not for business purposes. The snacks and drinks purchased would probably not be too expensive. The relative cost of items is an issue for the use of the materiality concept.



AO3 question 3 – Core Content 4.2
Targeted content
4.2 Ethical dilemmas in accounting workplaces.
What is the key issue(s) that should be identified from the scenario
[bookmark: _Int_Bj38ZbN4]Implications for an accountancy firm as a result of client actions.
Question
An existing accountancy practice has just had one of their major clients declared bankrupt. There is media speculation that there could be an enquiry into this bankruptcy as the now bankrupt firm was well known in the city. 
The accountancy partners have called a meeting of the audit department to discuss the situation. At the meeting, it was made clear that the working papers for the previous three years’ audits on the client firm will need to be reviewed. An internal report is to be prepared to highlight any areas of concern with either the quality of the records or the conducting of the audit itself. Any breaches in procedure will need to be recorded and internally investigated.
[bookmark: _Int_EOVybSjK]One of the two audit managers in the department has been on maternity leave during the most recent audit of this particular client firm. Their workload has had to be handled by their team and the other manager during their absence. They have received some assistance from one of the practice partners, but only when they were not busy with their own workload.
The senior partners of the accountancy practice have also been in touch with their legal advisers. 
Discuss the possible risks to the accountancy practice if there is an enquiry.
What theory would be appropriate to refer to in the answer (indicative content) 
· Reputational risk – if there is an enquiry and it becomes public knowledge, it could impact the accountancy firm’s image. Consideration of the importance of reputation in the financial services industry should be shown.
· Positive outcome – if they are cleared of any impropriety in the conduct of the audit, it could mean an increased positive image, a potential increase in new clients, retention of existing clients, better ranking against competitors, motivational reward for current staff and potential to attract new staff.
· Negative outcome – damage to the reputation if they are found to have failed in their audit duties, which could lead to bad press, loss of existing clients, failure to attract new clients, loss of current employees and failure to attract new staff.
· Potential litigation – could be linked to impact on image. There may also be a consideration of financial costs that may arise from any legal action.
· Process risk – the failure to comply with internal processes owing to workload pressures.
· Legal risks – failure to apply sufficient checks and apply processes could lead to claims of negligence and this could entail legal consequences.
· Ethical risks – when workload pressures exist, the risks of unethical behaviour increase.
Model answer – meets required standard
One of the possible risks to the practice if there is an enquiry would be the impact on the accountancy practice’s reputation, particularly if the enquiry is public knowledge. Even if the enquiry finds that the accountancy practice has done nothing wrong the very fact that it has been reported in the media will have an impact on its reputation. People will be aware that there was some issue linked to the firm’s name. This could impact the loyalty of existing customers as well as those who might be looking for an accountancy practice for their businesses. It is common for clients seeking representation to rely on reputation and image when choosing an accountancy firm to work with. If the enquiry finds the firm ‘did no wrong’ and even praises them this would have a positive impact on their reputation. However, if they find them guilty of any wrongdoing this could have a dramatic impact on their reputation. This in turn could negatively impact the businesses sustainability.
[bookmark: _Int_u9FKpQwg]Another issue could be internal to the firm and the other audits it has been conducting. If it is found that the processes and procedures were not followed, then this is a risk to standards and that could in turn impact reputation. It could also potentially cause legal action if they are found to be negligent. This could damage both reputation and the financial sustainability of the accounting firm. The fact that one of the audit managers has been on maternity leave could have an impact. It seems that their workload has just been spread out amongst the remaining workers, adding to their duties. This would most likely have added stress and pressure to take shortcuts. This may be because the work still has to be completed to deadlines, even when there are less people available to do that work.
Why is this a model answer?
It focuses on more than one risk to the accounting practice based on the specific scenario of a potential enquiry. It considers the themes of reputation and business sustainability, which are valid points in the context of the assessment of risk in this scenario. It links to the scenario by considering media reporting and suggests potential impacts. It also references the ‘maternity leave’ and the impact this could have on the conduct of staff. This again links to risks noted in the specification. It could be said to imply an ethical risk by referencing ‘added stress and pressure to take shortcuts’.
Model answer – development required
The enquiry might be really bad for the firm because it will make them look bad. They are going to be worried about their reputation, this is not good for them. also, people might stop using them because they seen the news and its all over social media so they might think there not trustworthy.
The audit was done without the manager who was on leave so maybe things went wrong and no one checked things properly and the team was really busy and they didn’t have enough time which could mean mistakes happened and that’s not good for the partners who may have tried to help but if they made mistakes it can be a big problem and they could lose clients and then less profit.
Records need to be looked at to see if the papers was done right. If it wasn’t then they are going to get in trouble. Maybe the law is involved or a fine. The enquiry is going to see what they did wrong and then there will be consequences.
Why does this answer indicate the learner needs further development?
[bookmark: _Int_CgKA8LyC]The answer presents a selection of risks and attempts to develop these, albeit in simplistic form. However, there are a number of spelling and grammatical issues, particularly in the third paragraph. The answer is one long sentence, which is not compliant with acceptable written communication and makes it difficult for the reader to follow. 


AO3 question 3 development activity – improving spelling and grammar
Introduction
This development activity is designed to support learners in reviewing their answers with a focus on improving spelling, punctuation and grammar. They will have produced a response that shows that they were able to interpret the information in the scenario and had an appropriate level of accurate knowledge and understanding, but the answer will not have clearly conveyed their knowledge and understanding because of poor spelling and grammar. This development activity incorporates a series of tasks to support the learner in developing their understanding of key spelling and grammatical errors so that they can review their own answer. Although this activity is based on a specific example, it can be used with any response that requires improved levels of communication.
Teacher instruction
Learners will need to be able to access the internet to undertake research. They will need to be able to record the outcomes of the activities either digitally or physically, such as in a notebook.
[bookmark: _Int_apL6jOKm]The activity has a number of parts. They will research key terms associated with spelling, punctuation and grammar. They will use their understanding to review the ‘model answer – development required’ for spelling, punctuation and grammar issues. You will need to provide a paper copy. They will then rewrite the ‘model answer – development required’. They can then review their own answer and rewrite it, as necessary.
Learner instructions
Your answer to a question showed that you were able to interpret the information provided in the scenario to identify key issues. It also showed that you have a good level of knowledge and understanding of the key content needed. However, the answer was presented with a significant number of spelling, punctuation and grammatical issues. This meant that it was very difficult to follow your train of thought and confirm the level of understanding you had. Clear communication is essential not only for assessment, but also to convey accounting information to a colleague or client. To improve your answer, and future answers, carry out the following activities.
Task 1
Carry out research into the following words and symbols. For each one, give an example of when it should AND when it should not be used.
	Symbol/term
	Meaning
	Example of when to use
	Example of when not to use

	There
	
	
	

	Their
	
	
	

	They’re
	
	
	

	Of
	
	
	

	Have 
	
	
	

	Your
	
	
	

	You’re
	
	
	

	‘
	
	
	

	,
	
	
	

	.
	
	
	

	:
	
	
	

	;
	
	
	

	Capital letter
	
	
	

	Sentence
	
	
	

	Phrase
	
	
	



Task 2
Review the sample answer.
Below is an example of an answer which has a number of spelling, punctuation and grammatical issues. Based on your research, identify any spelling, punctuation and grammatical issues in this answer.
The enquiry might be really bad for the firm because it will make them look bad. They are going to be worried about their reputation, this is not good for them. also, people might stop using them because they seen the news and its all over social media so they might think there not trustworthy.
The audit was done without the manager who was on leave so maybe things went wrong and no one checked things properly and the team was really busy and they didn’t have enough time which could mean mistakes happened and that’s not good for the partners who may have tried to help but if they made mistakes it can be a big problem and they could lose clients and then less profit.
Records need to be looked at to see if the papers was done right. If it wasn’t then they are going to get in trouble. Maybe the law is involved or a fine. The enquiry is going to see what they did wrong and then there will be consequences.
Task 3
Rewrite the sample answer.
[bookmark: _Int_j5FXQOUZ][bookmark: _Int_ePp98Rp1]Now that you have identified a number of issues, rewrite the answer. Correct all the spelling errors. For the middle paragraph, reorganise the content into a number of sentences.
Task 4
Rewrite your answer.
Now go through your own answer. Look for any spelling, punctuation and grammatical errors. Then, rewrite your answer correcting those errors.



AO3 question 4 – Core Content 13.2
Targeted content 
13.2 The difference between financial accounting, financial management and management accounting.
What is the key issue(s) that should be identified from the scenario
The effectiveness of a recording process for accounting purposes.
Question
A manufacturing firm has just appointed a new management accountant. They are reviewing the current system for collecting the cost information of each job that passes through the factory.
They discover that a physical record card is created for each new job. This card passes through each sector of the factory with the job. It is the responsibility of each employee that works on that specific job to update the card. The information required includes details of the materials used for the job and the hours taken by the different types of workers in each area. 
The completed cards are then submitted to the production manager. They undertake quality assurance checks on the item produced before signing off the card.
Fully completed cards are collected at the end of each month by the finance team. The information from the cards is input to the main bookkeeping system and a separate stock control system.
The finance team review stock reorder levels quarterly in consultation with the production manager. The stock cards are also used to verify work-in-progress when the annual stocktake is performed.
Evaluate the suitability of this process for management accounting.
What theory would be appropriate to refer to in the answer (indicative content)
· Functions of the management and the financial accounting role.
· Budget setting and variance analysis.
· Investment appraisal decisions.
· Business profitability and sustainability assessments.
· Collection of accurate data to be input into bookkeeping and management information systems.
· Use of information for stock control which is part of the stewardship of assets.
Model answer – meets required standard
The use of job cards is a good step in the process as it will allow the firm to prepare separate accounts for each job. This would allow the management accountants to track the performance of each job against budgeted costs. This can be particularly useful in small firms, where the profit margins might be small. Preparing this type of information is useful for assisting with management decision-making. This would usually take the form of internal reports. The cost information will also be used in the main bookkeeping system, and this is used to prepare reports for both internal and external use. Such reports will be used by the firms’ financial accountants when preparing the year-end formal financial statements. 
Management accountants are usually more involved than financial accountants in the day-to-day running of a business and these job cards would allow them to track work as it goes through the production process. This should help with monitoring variance as noted. It also says that they are used when the annual stocktake is performed. This is another area where the role of the management and financial accountant overlap and so this system should be helpful to both.
[bookmark: _Int_2jAbQeg8]Managers, shareholders, investors and other stakeholders will use these reports to assess the profitability and sustainability of the business as a whole. 
Why is this a model answer?
[bookmark: _Int_q2ySeZlg]The answer clearly demonstrates that the learner understands the difference between management and financial accounting. They have clearly highlighted how the process supports management accounting, and through the evaluation, they have shown how the process most supports financial accounting. The answer has a clear structure and demonstrates an awareness of the underpinning knowledge regarding the roles through the correct use of the terms ‘management accountants’ and ‘financial accountants’. The question asks for an evaluation and the answer includes clear use of terminology associated with making judgements, and the points made are reasoned. Consideration of the use of the cost information in both management decision-making and external reports is included.
Model answer – development required
The information on the costs cards about the materials used and labour hours spent would be needed to prepare the financial statements which is financial accounting and not management accounting. The accountants in charge of preparing the financial statements would add together all this information to prepare the final accounts for the year. The tax authorities will use these to work out the profit and so the tax due from the firm. Management accountants would use the information for a different purpose as they would use it to produce reports that support managers in decision-making. So, this is a good process for different types of accountants and not just management accountants.
Why does this answer indicate the learner needs further development?
Although the question asks about management accounting, the focus of this answer is on the role of financial accounting. Though technically correct, the financial accountant is unlikely to be involved with the detailed costing records when preparing financial statements, and therefore this answer indicates a potential gap in the learner’s understanding. There is limited reference to management accounting or decision-making, reinforcing the concern that there is a gap in their underpinning knowledge. 


AO3 question 4 development activity – misconception correction
Introduction
Learners may develop misconceptions regarding many aspects of the course. In this instance, the specific roles of an accountant working within industry as opposed to those of an external accountant appear to have been confused. The activity is designed to challenge such misconceptions. Although this activity is based on a specific example, it can be used with any response that shows a misconception.
Teacher instruction
Show the learners the following mix and match activity. Ask them to match the accounting function to an example of a task commonly undertaken by that specific function. They may need to revise or research the functions to fully complete the table.
They should then apply this new understanding to analysing the ‘development required’ answer and highlight where there are misconceptions regarding the duties performed in the role of the management or financial accountant.
On completion of this activity, misconceptions of these roles should have been reduced or removed.
Learner instructions
This activity contains three tasks. The first requires completion of the table below. The second and third require the review and reworking of the model answer (reproduced below) to demonstrate revised understanding of the topic area. 
Task 1
Complete Column A in the following table by clearly indicating which of the following functions matches the type of task described:
· financial accounting
· financial management
· management accounting.


	Column A
Type of function:
	Task
	Column B 
Scenario:
Give an example of a situation where this type of accounting function would be used

	


	Stewardship of the organisation’s assets
	




	


	Preparation of statutory financial statements
	




	


	Accessing funding for internal operations
	




	


	Conducting of statutory audits
	




	


	Preparation of internal budgets
	




	


	Performing variance and break-even analysis
	






Task 2
Complete Column B by describing an example situation or scenario in which the accounting function could be used.
Task 3
Review the model answer presented below. Highlight the misconceptions within it regarding the differences between the tasks and roles of the financial accountant and the management accountant.
Model answer:
The information on the costs cards about the materials used and labour hours spent would be needed to prepare the financial statements which is financial accounting and not management accounting. The accountants in charge of preparing the financial statements would add together all this information to prepare the final accounts for the year. The tax authorities will use these to work out the profit and so the tax due from the firm. Management accountants would use the information for a different purpose as they would use it to produce reports that support managers in decision-making. So, this is a good process for different types of accountants and not just management accountants.
Task 4
Review your answer for any misconceptions. Correct the errors in the answer and rewrite it to give a more accurate response. 


AO3 question 5 – Core Content 13.8
Targeted content 
13.8 How professional ethics are applied by accounting professionals.
What is the key issue(s) that should be identified from the scenario
Whether an accountancy employee has acted unethically.
Question
An employee at an accountancy practice has been called in to their supervisor’s office for their annual appraisal meeting. At this meeting, the supervisor outlined three separate incidents that had been noted on the employee’s personnel file in the last four months.
A: The employee had been overheard discussing an incident on a recent audit where a client firm was suspected of taking part in ghost payrolling – paying people that do not exist. No client names were mentioned, and no significant identifying details were overheard. However, the discussion was at a local cafe between the employee of the firm and a close relative who is an employee of a rival accountancy firm.
B: The employee had posted a video of themselves doing karaoke whilst at a friend’s birthday party. During the party, the police were called to the same party when an incident of anti-social behaviour took place. Though not formally charged, the employee was questioned under caution at the police station about what they witnessed at the party.
C: The employee was booked onto an external training course paid for by their employer. At the last minute, the employee called in sick and therefore did not attend the training. They have yet to complete this training, which is a requirement for their job.
Evaluate the ethical performance of this employee.
What theory would be appropriate to refer to in the answer (indicative content) 
· The five pillars of ethics as outlined by the specification and professional codes of ethical conduct as follows.
· Integrity.
· Objectivity.
· Professional competence and due care.
· Confidentiality.
· Professional behaviour.
· Accountants’ expected standards of behaviour.
· Requirements to undertake (for example Continuing Professional Development (CPD)).
· Ethical or unlawful behaviour. 
Model answer – meets required standard
Firstly, the supervisor would need to consider whether there is a pattern of poor behaviour that needs to be included in the appraisal or if these are isolated incidents that do not have a bearing on their overall performance. The employee has three notes on their record that can be associated with ethical behaviour. One is about confidentiality and the other two are related to professional behaviour. It is not clear whether the accounting firm has a policy regarding behaviour when outside of work. It is also unclear how three incidents compare with other employees as this could suggest an internal issue rather than one specifically related to the employee. The incidents are each quite different so there is no clear pattern.
The next consideration would be to look at each incident separately. 
The discussion in the cafe with the relative could be said to be in breach of the need for confidentiality. However, no names or specific identifying details appear to have been used so it could be argued that though inappropriate it is not serious enough to merit disciplinary action. One would expect that the employee would be reminded of the need for confidentiality and be asked to retake appropriate training.
The social media incident on its own calls into question their ability to conduct themselves professionally. It is a difficult area for ethics as it is essentially dictating what a person may or may not do in their leisure time. However, the fact that the police were involved, and the employee was questioned under caution would lend gravity to this situation. This could be seen as calling the profession in to disrepute which would have implications for the employee’s membership of any professional bodies. Therefore, this would require more serious consideration for disciplinary action by the employer.
The final incident involving the failure to undertake training links again to the issue of professional competence. Employees of such a firm would be expected to undertake continuous professional development and attending training is a way to maintain this. However, the absence appears to be through illness rather than a wilful disregard to comply. With that in mind it could be a matter of just ensuring that the training is rescheduled, and the employee does attend that session. If they did not, then that would be a matter for further discussion and possible disciplinary action.
In conclusion all three of the incidents can be linked to ethical behaviour, but it is not a pattern of poor performance. On a case-by-case basis not all of them would require a significant disciplinary response from the employer, although they should be raised in an annual appraisal. One incident should have needed disciplinary action but that should be at the time of the incident and shouldn’t be left for an annual appraisal. 
Why is this a model answer?
[bookmark: _Int_vCbq8Vzn]The answer clearly links to the generally accepted pillars for judging ethical behaviour. It relates each incident to the specific pillar they believe applies to the situation, and gives a reasoned argument evaluating the employee performance. The response puts each incident in the context of an annual appraisal and the overall performance of the employee during the year. The response ends with a fully worked and reasoned conclusion that reflects the arguments made in the previous paragraphs. It also refers back to the requirements in the original question and adequately addresses these. The learner gives an ‘opinion’ or ‘evaluation’, as required by this type of command word.
Model answer – development required
[bookmark: _Hlk196476220]The generally accepted codes of conduct for accountants revolve around five pillars: integrity, objectivity, professional competence and due care, confidentiality, and professional behaviour. 
The discussion in the cafe with the relative could be said to be in breach of the need for confidentiality. However, no names or specific identifying details appear to have been used so it could be argued that though inappropriate it is not serious enough to merit dismissal. That the conversation took place between family members reduces the impact, but the fact that the family member works at a rival firm increases the risk of a breach. One would expect that the employee would be reminded of the need for confidentiality and perhaps be asked to retake appropriate training.
The social media incident on its own calls into question their ability to conduct themselves professionally. It is a difficult area for ethics as it is essentially dictating what a person may or may not do in their leisure time. However, the fact that the police were involved, and the employee was questioned under caution would lend gravity to this situation. This could be seen as calling the profession in to disrepute which would have implications for the employee’s membership of any professional bodies. Therefore, this would require more serious disciplinary action by the employer.
The final incident involving the failure to undertake training links again to the issue of professional competence. Employees of such a firm would be expected to undertake continuous professional development and attending training is a way to maintain this. However, the absence appears to be through illness rather than a wilful disregard to comply. With that in mind it could be a matter of just ensuring that the training is rescheduled, and the employee does attend that session. If they did not, then that would be a matter for further discussion and possible disciplinary action.
Why does this answer indicate the learner needs further development?
Although this is essentially the same response as the model answer, and therefore provides the same reasoning, it has no distinct conclusion, nor is it set in the general context of an appraisal. It relies on the summations in each of the paragraphs to provide the evaluation. There is no overall conclusion for the scenario as a whole and therefore it fails to fully evaluate or conclude.
AO3 question 5 development activity – drawing a conclusion
Introduction
This task is designed to develop a learner’s ability to draw a conclusion after presenting a discussion or argument. Although this task is based on a specific example, it can be used with any extended response that requires a conclusion.
Teacher instruction 
Show the learners the following information regarding what makes a good conclusion. This is Task 1. Next, learners should attempt Task 2 by reading the scenario and ranking the possible conclusions in order from 1 – clearest to 3 – least clear as to which they think sums up what the question was asking them to decide. They can then draft a suitable conclusion to the model answer for Task 3 before redrafting their original answer as Task 4 to demonstrate their improved ability at generating a conclusion.
Learner instructions
Task 1
Read the following information regarding how to structure an essay conclusion.
How to write a conclusion – what are the top tips?
The conclusion should bring together the main points made in your argument or essay. This does not mean just repeating what you have said – it’s about restating your main argument and then explaining, in only a couple of sentences, why this matters. You can use the following three-step process:
1 – Recap the initial question: what was the topic to be discussed?
2 – Reiterate your main points of discussion: what two or three things did you talk about to make an argument?
3 – Wrap it up: make a closing statement that essentially demonstrates whether you agree or disagree with the original question. 
The essence of the conclusion is about answering the question ‘so what’ or ‘why does it matter’? You have spent time writing content, but what does it all mean? After reading the essay, the reader should either have a better understanding of a topic or know the author’s opinion on a topic. They could even be left wanting to know more about something so that they can answer the ‘so what?’ question for themselves. 
Task 2
The following scenario is followed by three possible concluding sentences. It should not matter whether you have specific knowledge on the subject matter. From analysing the background information, rank the three options from 1 (clearest) to 3 (least clear) in terms of how they sum up the situation. The option that provides the most clarity about the opinion of the author should rank first.
Scenario:
An individual is travelling abroad for a week and will need to pay for their dinner at local restaurants every evening, as well as admission to three tourist attractions during their stay. The individual has a habit of being careless with money. They tend to spend without considering a budget and lose cash from their pockets as they refuse to keep a wallet or purse.
Question:
Evaluate whether it would be better for the individual to use a debit card or a prepaid travel card for spending on this trip.
· Conclusion A: Overall they should just think about being more careful and then it will not matter what payment method is used.
· Conclusion B: In conclusion, the individual has shown themselves to be unreliable with money both in physical and electronic form. Therefore, as discussed above, the restrictions that come with using a pre-paid travel card would suit them better for this trip.
· Conclusion C: In conclusion, the individual should use the pre-paid card to help them stick to their budget. If they can swap some of their money to a savings account, as I suggested, then they could use a debit card too. So really, they could use both, but the pre-paid card will probably prove to be the easiest option.
Task 3
Using the knowledge you have gained regarding the structure and purpose of a conclusion, draft a suitable concluding paragraph for the following model answer in response to the question: evaluate the ethical performance of this employee.
Model answer:
The generally accepted codes of conduct for accountants revolve around five pillars: integrity, objectivity, professional competence and due care, confidentiality, and professional behaviour. 
The discussion in the cafe with the relative could be said to be in breach of the need for confidentiality. However, no names or specific identifying details appear to have been used so it could be argued that though inappropriate it is not serious enough to merit dismissal. That the conversation took place between family members reduces the impact, but the fact that the family member works at a rival firm increases the risk of a breach. One would expect that the employee would be reminded of the need for confidentiality and perhaps be asked to retake appropriate training.
The social media incident on its own calls into question their ability to conduct themselves professionally. It is a difficult area for ethics as it is essentially dictating what a person may or may not do in their leisure time. However, the fact that the police were involved, and the employee was questioned under caution would lend gravity to this situation. This could be seen as calling the profession in to disrepute which would have implications for the employee’s membership of any professional bodies. Therefore, this would require more serious disciplinary action by the employer.
The final incident involving the failure to undertake training links again to the issue of professional competence. Employees of such a firm would be expected to undertake continuous professional development and attending training is a way to maintain this. However, the absence appears to be through illness rather than a wilful disregard to comply. With that in mind it could be a matter of just ensuring that the training is rescheduled, and the employee does attend that session. If they did not, then that would be a matter for further discussion and possible disciplinary action.
Task 4
Now redraft your original response to the question for which this development activity was recommended. Submit it for feedback so that you can reflect on the new skill you have developed.


AO3 question 6 – Core Content 13.5
Targeted content 
13.5.3 The purpose and implications of key International Accounting Standards (IAS) applied to public limited companies.
What is the key issue(s) that should be identified from the scenario
Improper use of the regulatory framework for published accounts.
Question
A catering and street food business has been expanding rapidly in recent years. The business began by selling food at local festivals and street markets as a partnership. However, they soon became successful through positive word-of-mouth and a couple of viral social media posts. 
They converted to an incorporated business with support from family and friends after only two years in business. Now the last 18 months have seen the demand for their services exceed what they can fund. This demand has led the owners to seek additional finance to allow them to purchase more equipment, recruit and train more staff and increase their marketing budget as they hope to widen their market more nationally both for festivals and in the catering for events sector.
To raise the necessary finances, the business has crowd funded and so converted from a small private limited company to becoming public. This has allowed it to offer shares to the wider public as well as providing greater security for bank financing.
[bookmark: _Int_I7d5pIyK]One of the original partners has been in charge of preparing both management and financial statements for the business since it began. However, the legal firm that assisted with the recent floatation has advised the firm that the financial statements they prepared since they incorporated are not appropriate. They also queried when they would be published.
One of the business’s new funding partners has asked when the latest set of audited financial statements will be available. There has also been a request from a different funding partner to receive their copy of the financial statements in paper format.
The business is looking to fund the purchase of a fleet of catering vehicles to use at festivals and street fairs that are more energy efficient and reliable. These will be branded with the company logo and contact details. They are approaching a range of lenders as well as looking at lease financing. A couple of these lenders have also asked for copies of the financial statements.
Discuss the implications for the business in terms of the issues raised surrounding the preparation and publication of financial statements.
What theory would be appropriate to refer to in the answer (indicative content) 
· Companies House or Companies Act reporting requirements.
· Regulatory reporting requirements under IAS1.
· Additional IAS numbers 2, 8, 10, 16, 37 and 38.
· Stakeholder uses for the published financial statements.
· Needs of funding providers.
Model answer – meets required standard
Non-incorporated businesses can be more flexible with what they report in the accounts they prepare at the end of each trading period. However, once a business incorporates then there are more regulations to follow. These are principally laid down in the Companies Act in terms of what must be reported to Companies House for filing. The act also refers to generally accepted accounting principles, such as the International Accounting Standards, but many of these do not need to be applied to small private companies. Now that this company has shares in wider public ownership then they will need to consider more carefully which of the relevant regulations will apply.
The implication in the scenario is that the business has not been following these regulations in terms of the financial statements they have prepared. There are fines for failing to publish financial statements at Companies House. This failure to file or filing accounts late will leave a trail on the companies’ house records that could put off potential investors as it might imply poor management or organisation. 
The regulations also require listed companies to have their financial statements audited. The business is looking to seek more financing and one of the new funding partners has already queried the presentation of audited financial statements. Users of the accounts, like funders, shareholders or potential investors may rely on the financial statements to provide information on the financial security and sustainability of the business. They can use such statements to assess the risk to them of either investing or lending to the company. This would be why the finance companies are asking about the financial statements before they decide whether to lend money to assist the business with buying the new vans.
Why is this a model answer?
It addresses the need for regulations for limited companies publishing financial statements and refers to the relevant legislation. It considers the risk of non-compliance when it mentions why finance companies ask about financial statements. There is recognition of an audit which shows a wider awareness of the topic area. The link to the needs of users is referenced explicitly with the inclusion of the van purchase. This is evidence of applying understanding to the specific scenario.
Model answer – development required
Non-incorporated businesses can be more flexible with what they report in the accounts they prepare at the end of each trading period. However, once a business incorporates then there are more regulations to follow. These are principally laid down in the Companies Act in terms of what must be reported to Companies House for filing. The act also refers to generally accepted accounting principles, such as the International Accounting Standards, but many of these do not need to be applied to small private companies. Now that this company has shares in wider public ownership then they will need to consider more carefully which of the relevant regulations will apply. 
Why does this answer indicate the learner needs further development?
Although this answer refers to the legal and regulatory requirements for published accounts, it does not go any further. There are no specific links to the needs of the users and the requirement for an audit is not mentioned. The question specifically required a consideration of the impact of the failure to apply the regulations on the business, which is not addressed in this answer. It implies a lack of detailed understanding of the role and purpose of the regulations, in particular the IAS and the requirement for an audit. 


AO3 question 6 development activity – research and application 
Introduction
This is for learners who show some knowledge gaps or a lack of clarity regarding the role of the accounting and regulatory framework. It is designed to improve core knowledge and then develop the learner’s ability to apply this knowledge. Although this activity is based on a specific example, it can be used with any response that requires learners to apply knowledge and understanding.
Teacher instruction
There is a list of tasks to allow learners to complete the table provided. These should allow them to demonstrate the evidence of their research and their application of this knowledge in a wider context.
Learner instructions
Task 1
Complete the table using the ‘Picklist’ of titles given below to match the appropriate IAS with its reference number. 
	[bookmark: _Hlk198210479]IAS Number
	IAS Title

	IAS1
	

	IAS2
	

	IAS8
	

	IAS10
	

	IAS16
	

	IAS37
	

	IAS38
	



Picklist:
· Inventories.
· Property, plant and equipment.
· Intangible assets.
· Provisions, contingent liabilities and contingent assets.
· Events after the reporting period.
· Presentation of financial statements.
· Accounting policies, changes in accounting provisions (estimates) and errors.
Task 2
Complete this table by researching the stated purpose or intention of each of the standards. Make sure to use suitable sources, such as the IASB website, professional body websites, training provider resources or textbooks. The information does not need to include how this is to be applied in detailed technical terms; an overview of purpose and treatment is acceptable.
	IAS number
	Stated purpose or intention of the standard

	IAS1
	

	IAS2
	

	IAS8
	

	IAS10
	

	IAS16
	

	IAS37
	

	IAS38
	



Task 3
Select two of the IAS that you are least confident about. Carry out research and complete the template for each of them. You can do this for more IAS if you need to.



IAS application template
IAS number and title:  

Give an example of a transaction or scenario where the standard could be applied. 




Explain the impact that incorrectly recording and reporting the transaction would have on the financial statements. If applicable, this should also indicate if this would have any impact on how the transactions are recorded or calculated within the bookkeeping system itself.





[bookmark: _Int_gZ9w8g7k]Discuss why a business may wish not to apply the particular standard when an applicable transaction has taken place.





What is the overall impact to a business of failing to apply this IAS?





	
	
	




AO3 question 7 – Core Content 13.4
Targeted content
13.4 An understanding of the double-entry principles and the accounting equation.
What is the key issue(s) that should be identified from the scenario
Stock manipulation in a business’s accounts.
Question
An accountancy practice is preparing a pre-client meeting report on the latest financial statements for a small family-owned business. These are needed for a meeting with the business’s bankers the following week.
During the analysis of the statement of financial position, certain variances from the previous year’s values are observed. The stock turnover ratio indicates a significant variance, but the acid test does not show a similar variance from the previous year’s results. The purchases are roughly in line with the previous year’s spend, however, the gross profit margin based on the income statement is up on last year.
The accountancy practice has requested a breakdown of the aged debtors and creditors lists, sales ledger records and stock valuation sheets from the business. These are needed to allow further analysis of the information in order to include more detail in the pre-client meeting report. This will include:
· Benchmarking data for the industry in which the business is trading covering the past five years.
· Their conclusion about the possible reasons for the variances to present to their client.
[bookmark: _Int_6VzDpEo2]Evaluate the approach proposed by the accountancy practice as a result of their observations.
What theory would be appropriate to refer to in the answer (indicative content) 
· Income statement – gross and net profit, analysis and interpretation to assess performance.
· Statement of financial position – current assets/liabilities, working capital, analysis and interpretation to assess performance.
· The underlying ratios used to analyse financial statements.
· Reasons why stock may be manipulated. 
· How the needs of stakeholders can impact accounts preparation.
· The importance of assessing business performance against comparatives and benchmarks.
Model answer – meets required standard
This is a good approach for the accountancy practice to have taken. There is a question to be asked to see if there has been any manipulation of the stock data and if so, the reasons for this. There is the potential for this to be the result of fraud and as an accountancy practice it is important not to be associated with a fraudulent business. 
The request for the additional debtor and creditor lists would be useful to verify these values from the statement of financial position. These values are components in the ratios that will have been applied when calculating the variances. The review of the lists would then show whether there was an input error leading to the variances.
The stock valuation sheets would be important to check for simple errors in calculation. This could therefore show that there was no intention to misrepresent the values. This would be good, but it would have been better if the accountancy practice had attended the stocktake as they would have been able to see the process used and data recorded. 
The sales ledger is less important. It might be useful to cross-check against each stock change, but this would be time consuming and not necessarily throw any light on the cause of the variance.
It is a good idea to collect this information and carry out this analysis before preparing a report so that the report is accurate and fair when meeting with the clients.
Overall, the accountancy practice has effectively identified potential issues and is seeking additional information to help them give a more detailed and precise report to their client to ensure the business performance analysis is accurate.
Why is this a model answer?
This is an evaluative response throughout. There is an overarching evaluative statement at the beginning. Each request for additional information is then evaluated. The conclusions provide a summary with an evaluation. Each evaluation is reasoned and demonstrates understanding of the principles as applied for this specific question.
Model answer – development required
The approach is to request additional information from the client. This means they can perform their own checks on the bookkeeping records and validate the stock values. By asking for the sales ledger records and the debtor and creditor lists they can then produce control accounts to verify the values for debtors and creditors on the balance sheet. 
The pre-client report would no doubt have included check boxes for the accountants to complete which would calculate the variances. Having a list of variances is necessary if comparisons to prior year or benchmarking data are to be made.
Why does this answer indicate the learner needs further development?
This answer is mainly descriptive. While it makes valid comments regarding the nature of the tests that are likely to result from the request for additional information, it fails to evaluate the effectiveness of this procedure. It is reliant on an examiner to find the evaluative statements based on their description of what the test might indicate.


AO3 question 7 development activity – generating evaluative statements
Introduction
This task is designed to develop a learner’s understanding of what it means to evaluate information presented in a case study. With this understanding, they should be able to process case study information effectively for use in their written responses. Although this task is based on a specific example, it can be used with any extended response that requires an evaluative statement.
Teacher instruction
Present the learner with the mark scheme guidance on the level descriptors for a 12 mark ‘evaluate’ response. Discuss with them the basic concept of marking against level descriptors and ask them to review the model answer to see why it would score in the higher levels. They should then review the development answer, highlighting areas where it does gain marks. They should then rewrite this answer to include suitable evaluative statements. This can then be reviewed to ensure that some suitable evaluation has been made before they attempt to rework their original response to be submitted for remarking.
Learner instructions
Task 1
Please read the exam marker’s guidance below. This guidance, in the form of a table, is given to assist the exam markers in judging whether a response has met the criteria expected for a specific level. It is usual for them to work from the top down, that is, asking if they feel the response has done enough to be awarded full marks first and then working down until they feel the appropriate mark is reached that reflects whether the response is at the top, middle or bottom of the most suited level.


Mark scheme
	Level
	Mark range 
	Descriptor


	3
	9–12
	Demonstrates a thorough analysis of the situation by comprehensively breaking down the different aspects into their component parts (AO3a).
Demonstrates comprehensive application of knowledge and understanding that is consistently relevant to the context of the question and considers both sides of the context in a balanced way (AO2).
Demonstrates a thorough evaluation which comprehensively considers different factors/events and competing points, leading to a conclusion which is well supported (AO3b).

	2
	5–8
	Demonstrates a good analysis of the situation by breaking down the different aspects into their component parts (AO3a).
Demonstrates good application of knowledge and understanding that is relevant to the context of the question and considers both sides of the context (AO2).
Demonstrates a good evaluation which considers different factors/events and competing points, leading to a conclusion which is partially supported (AO3b).

	1
	1–4
	Demonstrates a basic analysis of the situation by superficially breaking down the different aspects into their component parts (AO3a).
Demonstrates basic application of knowledge and understanding that is partially relevant to the context of the question and may consider only one side of the context (AO2).
Demonstrates a basic evaluation which partially considers different factors/events and competing points, leading to a conclusion which is superficial or unsupported (AO3b).

	
	0
	No rewardable material.



Source: Adapted from T Level Technical Qualification in Accounting – Core Exam: Paper 2 Mark Scheme - Specimen Assessment Material – Version 1.0 (April 2022).
Task 2
Review this model answer to highlight which statements you feel indicate an evaluation has been made. Where does the author demonstrate not just knowledge and understanding but application? Where do they demonstrate evaluation?
Model answer:
This is a good approach for the accountancy practice to have taken. There is a question to be asked to see if there has been any manipulation of the stock data and if so, the reasons for this. There is the potential for this to be the result of fraud and as an accountancy practice it is important not to be associated with a fraudulent business. 
The request for the additional debtor and creditor lists would be useful to verify these values from the statement of financial position. These values are components in the ratios that will have been applied when calculating the variances. The review of the lists would then show whether there was an input error leading to the variances.
The stock valuation sheets would be important to check for simple errors in calculation. This could therefore show that there was no intention to misrepresent the values. This would be good, but it would have been better if the accountancy practice had attended the stocktake as they would have been able to see the process used and data recorded. 
The sales ledger is less important. It might be useful to cross-check against each stock change, but this would be time consuming and not necessarily throw any light on the cause of the variance.
It is a good idea to collect this information and carry out this analysis before preparing a report so that the report is accurate and fair when meeting with the clients.
Overall, the accountancy practice has effectively identified potential issues and is seeking additional information to help them give a more detailed and precise report to their client to ensure the business performance analysis is accurate.
Task 3
Now compare the highlighted model answer from Task 2 with the response requiring development, reproduced below. Can you find any common themes, comments or statements between the two? Are there any comments that could be extended or reworded to make them a more evaluative statement? Highlight any such statements that you find. 
Model answer:
The approach is to request additional information from the client. This means they can perform their own checks on the bookkeeping records and validate the stock values. By asking for the sales ledger records and the debtor and creditor lists they can then produce control accounts to verify the values for debtors and creditors on the balance sheet. 
The pre-client report would no doubt have included check boxes for the accountants to complete which would calculate the variances. Having a list of variances is necessary if comparisons to prior year or benchmarking data are to be made.
Task 4
Rewrite the model answer above (that requires development) now that you have highlighted which areas need improvement.
Task 5
Now redraft your original response to this or a similar question to include some evaluative statements. Present this to your teacher for feedback. 


AO3 question 8 – Core Content 13.4
Targeted content 
13.4 An understanding of the double-entry principles and the accounting equation.
What is the key issue(s) that should be identified from the scenario
Limited record-keeping by a new business.
Question
A shop owner has bought a franchise as a sole trader. They are coming to the end of their first year of trading and are keen to know how profitable the business is. They are looking to take out a mortgage on a personal home and need to know if it is affordable.
The shop owner has kept records of daily sales. There are copies of till receipts and the total taken for each day. The card processing statement is received each month and held in a folder. Bank statements are downloaded and kept in a folder each month.
The shop owner visits the local wholesaler twice a week to purchase various supplies for the shop. These are paid for with a business debit card. The receipts are filed. Branded sale items are ordered directly through the central purchasing system that he bought his franchise from. A reconciliation statement is sent each month showing discounts, franchise fees and outstanding payments to be made within 30 days of the date of the statement. 
The shop owner has been paying themselves a notional wage each month. There is a credit balance on the bank account, which they have assumed means that they have made a profit. 
Discuss the misconception that a bank balance in credit indicates the shop is a profitable business.
What theory would be appropriate to refer to in the answer (indicative content) 
· Principles of double-entry bookkeeping.
· The accounting equation.
· Types of records – trial balances, ledgers, cash books, receipts, bank statements, customer/supplier invoices and statements.
· Assessing the performance of a business.
Model answer – meets required standard
[bookmark: _Int_VXcqlqFC]The misconception here is that if there is a positive bank balance, it must mean that the business is performing well and has made a profit. However, whilst that may be the case, there are other considerations when determining profit. For example, sales less cost of sales may generate a profit but the overheads of running a business may use all this profit. There is mention of the franchise fee, but no mention of considering any costs of utilities or staff wages or business rates. These may be due at any time as utilities and business rates are often paid after use and not in advance. In real time, items purchased from the wholesaler will have been paid for but not sold and so will not feature as profit but will be a deduction in the bank. Whereas the items purchased through the central purchasing system are not necessarily paid for and will come out of the bank account at a later date. However, these could have generated income through a sale. What is clear is that the current system does not give an accurate indication of performance at any one point in time. A bookkeeping system would be needed to keep track of all of these transactions so that at any point in time things like a trial balance or bank reconciliation can be generated to show the financial position of the business. This is why the double-entry bookkeeping system is beneficial to a business.
Why is this a model answer?
In this answer, the conclusion demonstrates that the learner understands the need for double-entry bookkeeping and the implications of not using this approach to record-keeping for a business. There is clearly a discussion in this answer, as the learner has referred to several points and considered different aspects of those points. The answer brings together the learner’s understanding by referring to the system needing to be accurate ‘at any point in time’ and then referring to types of documents that support this.
Model answer – development required
The bank value may not allow for payments that are yet to be processed by the bank. This would mean that the bank value cannot be relied upon to provide an accurate reflection of the money the business has made. The shop might have cash sitting in the till that they have not had time to bank yet. Again, this would mean that the bank value is not up to date and so not a reflection of the money the shop has made. The business has bought items from a central purchasing system and the payments they make to this might not be recorded by the bank on the day they business orders the stock, but they will go through the bank later. If the owner keeps a note of these amounts, then they will know to adjust the value in the bank by this amount when they are considering how much money they have made.
Why does this answer indicate the learner needs further development?
This response indicates that the learner is confused about the concepts of cash vs credit transactions and the link between profit and cash flow. There is some evidence that they understand the idea of timing issues regarding bank accounts, but no clear evidence of a more fundamental understanding of the concept of double-entry bookkeeping. No mention is made of any other income or expenditure noted in the case study and how this would impact profit. This implies a lack of appreciation of the accounting equation and how its application can lead to an understanding of business profits and capital values.
AO3 question 8 development activity – practical bookkeeping task
Introduction
This activity is designed to aid the learner in appreciating how the double-entry accounting system works by reviewing a specific scenario. They will also need to provide their reasoning for the choices they make, and this should flag up any issues with their understanding of the concepts around the classification of entries when dealing with transactions. Any practical activity will inherently develop or test a learner’s understanding of fundamental concepts. Therefore, such practical tasks can be used for a range of conceptual or theoretical issues.
Teacher instruction
The learner will need a printed version of the worksheet below so that they can post the necessary entries into the Bank Ledger Account. The activity also requires them to give reasons for the choices they make, and though there are dedicated text boxes available, learners could do this part on paper or using word processing or spreadsheet software.
Learner instructions
The following is an extract of balances from the shop owner’s various spreadsheets:
	List item
	Amount
	Impact on profit

	Sales per till receipts received in cash
	16,000
	

	Sales per till receipts received via card 
	28,000
	

	Purchases from the cash and carry paid with the business debit card
	1,950
	

	Purchases bought on credit from the central purchasing depot
	17,180
	

	Utilities paid for the last quarter by direct debit
	645
	

	Payment by bank transfer for the card machine rental
	79
	

	Payment from the till for the owner’s wages
	1,500
	

	Payment from the bank for the owner’s holiday
	2,995
	



Task 1
Place a tick in the “impact on profit” column of the above table if you think the item would have an impact on the final profit – either to increase it or decrease it.
Task 2
Post the entries that are appropriate to the bank into the Bank Ledger Account below.
Bank Ledger Account
	
	



Task 3
Justify the entries you included by annotating them in the Bank Ledger Account. 
Task 4
Balance off the Bank Ledger Account. Does the business have a positive bank balance or is it in an overdrawn position?
Task 5
Explain how the Bank Ledger Account could appear on two different sides of the accounting equation.


AO3 question 9 – Core Content 13.9
Targeted content
13.9 How professional scepticism may influence the judgements and decisions made by auditors.
What is the key issue(s) that should be identified from the scenario
Poor audit planning of a large business.
Question
An audit team is in the process of auditing a large chain of over 500 pharmacists. The team has undertaken a risk assessment. This has determined that the following tasks will be completed at each branch:
· Sample 60 end-of-day till receipts and trace them through the bookkeeping system.
· Verify the existence of each of the non-current asset at each branch against the register.
· Attend the stock take at 50 branches.
· Test the payroll system including verification of personnel.
Evaluate the techniques used by the auditor to assist them in providing an audit opinion.
What theory would be appropriate to refer to in the answer (indicative content) 
· Professional scepticism.
· Testing of systems, assets and sales.
· Verification tasks.
· Sensible sampling.
· Use of risk assessments for planning.
· High risk.
Model answer – meets required standard
The process adopted starts well. It is important to carry out a risk assessment. This allows the auditors to target areas that if misstatements were present, they would have a material impact on the financial statements. As this is a large organisation with over 500 branches, selling legally controlled substances alongside other products, there is a significant risk of fraud and error. It is not feasible to carry out a 100% testing of every transaction. This would be the only way to avoid there being any errors or misstatements in the financial records. This is why risk assessments and sampling are used to identify areas of priority.
Tests are then designed to be as effective as possible in ascertaining that the processes and systems work as expected to capture all the financial data. In this instance, the risk assessment has identified that only 60 daily sales receipts are sampled. It is not clear whether this is 60 across more than 500 branches or 60 days’ worth across all branches. 60 at each branch would equate to approximately 20% which is a valid sample size. 60 across all branches would not provide the relevant assurance that the system works.
The verification of assets is a useful tool in auditing. As a retailer there are likely to be more of these than many businesses as there is point of sale, display and storage equipment as well as security related software and hardware. As a result, verifying each of these items in each of the 500+ branches would be time consuming. It is more likely that assets will be tested according to their material value in a selection of branches so that it is manageable and gives sufficient confidence in the overall status and recording of the assets.
One other proposal was to check all staff on the payroll. If this was in the risk assessment because a prior issue has been identified, then this could be valid. A 100% sampling can be applied if there is a high risk associated with the activity. However, that information is not provided. In normal circumstances, sampling would again be acceptable. There are different ways that the sampling can be applied. For example, stratifying personnel by age, role, pay scale. You can also sample by department and/or location. 
The risk assessment should also indicate the overall approach to be taken. For example, they could arrange for all tests to be in the same sample of branches. Alternatively, different branches could be used for different tests. The greater the variance in sampling, the greater the cost and there may be budget constraints when the audited business has agreed the contract.
Why is this a model answer?
[bookmark: _Int_9F9xYAQZ]This is an evaluative answer. Judgements are made about the effectiveness of the approach with reasoning that is applied to the situation. There is accurate use of terminology, showing knowledge and understanding of the audit process, the purpose of an audit and the need for professional scepticism. Although professional scepticism is not explicitly referenced, it is clear that there is understanding as there is constant reference to the need to check and verify items and calculations, as well as the level of sampling needed.
Model answer – development required
An audit is a way for the auditor to check that the accounts prepared by another accountant are accurate. They are checking for the correct layout and terminology being used and that the numbers add up. It is a way of reassuring shareholders that the business has been operating in the year and that it has made money. Because the auditor is checking the work of another accountant, they only need to look at a sample of various items from the bookkeeping records. They don’t need to look at 100% of the transactions.
Why does this answer indicate the learner needs further development?
The answer is accurate in terms of specifying that the purpose of an audit is to provide assurance to the shareholders. It also notes the necessity for sampling which links, in part, to the question. However, it fails to address the requirement to undertake tests for an opinion to be formed, or the judgement involved in deciding these tests. The implication is that because these have been prepared by another accountant, minimal checking is required. This indicates a lack of understanding about the importance of maintaining a level of professional scepticism when conducting an audit. The same applies to preparing financial statements from client records that do not require an audit. Acceptance of information at face value is not always the most professional response.


AO3 question 9 development activity – researching and presenting knowledge and understanding 
Introduction
This task has been designed to develop the learner’s ability to research information to use in preparing and delivering a presentation. It provides an approach that not only further develops depth of knowledge but also develops transferable and employability skills valued by employers. The use of PowerPoint technology is of benefit to learners, but other media may be used. Ultimately the learner should demonstrate competency in both, their ability to research sufficiently, and to deliver an effective presentation. Client interaction is a key part of the professional accountant’s role and so a necessary soft skill for learners to develop. The presentation can then be delivered either in person and recorded then or recorded separately for later review. Although this task is based on a specific example, it can be used with any response where further knowledge is required.
Teacher instruction
Learners will require access to presentation software for this activity. PowerPoint allows learners to generate, present and record their presentation within the one application. Other software used by the provider should be able to adapt to this approach. Learners will need to undertake research. If they have not yet developed research skills, there may need to be some input. They will need access to the internet. You may also want to provide a list of suitable websites or access to recommended textbooks. This will limit time spent searching for suitable sources so that the focus of the time available is on learning. Differentiation may also be possible by requiring learners to complete a presentation on more than one topic from the pick list, depending on their learning needs.
Learner instructions
In professional life, there will be occasions when you are asked for information or explanations regarding a topic you may be unfamiliar with. Accountants are also required by the regulatory bodies to undertake Continuous Professional Development (CPD), and this could take the form of researching a topic area that is new to that individual. There may also be a requirement to discuss this new information with colleagues or clients. Therefore, this task asks you to research topics around the subject of auditing and prepare a presentation summarising the information researched. You will also develop a recording of your presentation so that you can use it for revision in the future.
Your teacher will recommend which topic or topic areas from the following list are to be researched for inclusion in the presentation:
· How professional ethics are applied by accounting professionals, with reference to the agreed five principles governing ethical behaviour.
· The role of the internal and external financial auditor.
· The nature of professional scepticism and its role within the audit function.
· The types of audit report available, their use and implications for stakeholders.
· The common myths and misconceptions regarding the purpose of an audit.


AO3 question 10 – Core Content 4.1
Targeted content 
4.1 Professional and ethical conduct which govern behaviour in accounting workplaces.
What is the key issue(s) that should be identified from the scenario
Behaviour that may be deemed to be unprofessional conduct.
Question
A newly appointed member of the accounts department for a small chain of regional hotels has noticed some unusual activity. They have been studying for an apprenticeship in bookkeeping and accountancy on a day release basis. They recently studied the topic of money laundering as part of the unit on ethics and auditing. 
They were covering the cashier’s office at one of the smaller hotels when the bar manager delivered the weekend’s takings in cash to be banked. When they reviewed the till readings as part of the bank reconciliation at the end of the following week, they noted that the bar takings were lower than the amount of cash banked. They mentioned this to their supervisor who just dismissed their concerns. 
Later that day, they overheard their supervisor having a loud discussion with a supplier. There were some questionable comments made about another business and some inappropriate jokes were overheard too. Then, an order for drinks, at a heavily discounted price, was placed with that supplier. No invoice for the order was processed via the bought ledger. It later transpired that supervisor’s daughter held her wedding reception at one of the hotels. 
At college the next week, the employee asks their tutor for advice regarding the events occurring in their workplace.
Discuss the application of professional conduct by the supervisor of this business. 
What theory would be appropriate to refer to in the answer (indicative content) 
· Ethics or doing the right thing.
· Acting as whistleblower.
· Conflict of interest.
· Misuse of position.
· Workplace loyalty and the implications of organisational hierarchies.
· Codes of conduct and regulatory framework.
· Money laundering.
· Confidentiality.
· Fact checking.
Model answer – meets required standard
There are various factors around the issue of behaviour that could be relevant to the scenario. In general, the concept of ethics is used to highlight how an individual is expected to act in a certain situation. This concept of ethical standards is then incorporated into the training of those working in various professions. This is used to reinforce the expectations on those in positions of power or responsibility to follow not only the letter of the law but the spirit of it too. That means they should act, and be seen to act, with the best of intentions in their business dealings. I will now consider the main points from the scenario in turn in relation to whether there may be an issue surrounding a lack of suitably professional conduct.
We can see that there is potential money laundering linked to the bar takings. There are legal obligations on those working professionally in financial services to report such incidents. However, at this stage one could argue that there is not sufficient information or evidence of a potential crime having been committed to justify a report to the legal authorities. This could be seen as an excuse for the lack of interest shown by the supervisor, but it still calls into question whether the supervisor has behaved with enough professionalism. However, in my opinion, the employee has behaved appropriately by raising the matter with their supervisor. 
All regulated firms are required to have a money laundering officer (MLO). If the supervisor is this appointed person, then their judgement on whether to take the matter further should be respected. If they are not the appropriate individual, then the employee would be justified in whistleblowing to the MLO if they felt the matter was being ignored.
The discounted order for drinks is a complex issue as it is not clear whether the discount has arisen out of general goodwill or in return for some other favour. It is not clear whether the discounted goods are for the benefit of the business or the supervisor. It is possible that the supervisor was using the discounts for their own benefit for their daughter’s wedding, but that is not clear. It could be argued that the employee is drawing their own conclusions from partial information that they have access to and are potentially making inappropriate accusations. Even so the exploitation of professional relationships in this manner could call in to question the supervisor’s professional conduct. The fact that it is the employee’s supervisor also brings into question whether there may be pressure applied to ignore any wrongdoing or unethical behaviour for fear of reprisals. The supervisor should be aware of how their behaviour may be viewed by others.
There could also be some justification for saying that the overheard conversation had not been conducted in a professional manner. The supervisor may say that it was a private conversation not meant to be overheard but it was conducted in the workplace, with an external stakeholder. This could cause reputational damage to the business and so be considered unprofessional.
Lastly the employee could find themselves the subject of investigation for their own professional behaviour. Discussing the matter with their college tutor could be viewed as breaching confidentiality. 
[bookmark: _Int_mKwPH95r][bookmark: _Int_IL2JTJK0]The profession has much regulatory guidance regarding what are considered to be the appropriate professional standards of both behaviour and good practice. Indeed, the majority of accountancy practices also provide staff with guidance and training on this area. If this firm has such guidance the employee could refer to that, or they could approach the external financial accountants or auditors for their guidance. This would be less likely to breach any confidentiality concerns although it would pose its own ethical issues if they raise the alarm and it later turns out to be a misunderstanding.
In conclusion, I believe that the scenario does indicate that there are aspects of the current supervisor’s behaviour that could call in to question their ethical and professional conduct. The misuse of position and lack of concern regarding potentially criminal activity being the most significant. However, the subordinate’s own behaviour in not following up on a potential money laundering issue and making judgements without having access to all information could call in to question their professional conduct too. There is a reporting obligation on each individual in respect of this potential crime. What this scenario does, perhaps, indicate is the need to have more evidence available before making judgements on the behaviour of colleagues. The implications of making inaccurate claims in any whistleblowing could be disastrous for not only the individuals concerned but the reputation of the business they work for.
Why is this a model answer?
This response has a clear structure and refers to the scenario when making arguments. It covers many of the elements of indicative content, discussing both sides of an issue where relevant. It also draws a clear conclusion.
Model answer – development required
· The supervisor might be behaving badly because they have an established relationship with the bar manager and the drinks supplier. 
· The new employee doesn’t necessarily know very much about how workplaces operate and the types of formal and informal relationships that exist and how communication may vary according to who is communicating with who. 
· The employee could find themselves out of a job if they decide to continue to make accusations to their teacher and the teacher then goes back to the supervisor or their boss to formalise the accusation. 
· Ethical behaviour is about doing what the law says. No law has been broken. 
· Getting a good deal from the drinks supplier sounds like a perk of doing business. In some businesses, this is considered acceptable. There isn’t enough information to know if this is in line with company policy.
· ‘Banter’, such as jokes and informal language is part of many workplaces. It might not be in an accountant’s office but often is in hospitality.  
· The employee should know that what happens in the business is confidential and shouldn’t be sharing details with their teacher.
· That bag of cash could just be because they’ve stored it up to save making lots of trips to the bank. Maybe they cleaned out the fruit machines as lots of hospitality establishments have these. 
· Being professional matters when you are facing the paying guests not just chatting with colleagues. The new employee may be thinking too much about the theory they have been learning at college. Things are always different once you get into the actual job. 
· The employee should not be eavesdropping on professional conversations. They should have learned about privacy and confidentiality.
Why does this answer indicate the learner needs further development?
The answer has some detail but is written in bullet points with no links between them. The order of information is not logical and does not flow cohesively. This shows a lack of holistic understanding and planning. There is some good knowledge and understanding of ethical issues, but they are not fully explored. 


AO3 question 10 development activity – extended response structure
Introduction
This activity is aimed at helping learners to present more structured responses to essay style or extended response questions. It gives a simple outline of a possible essay structure and allows the learner to work on applying this to their own responses. Although this activity is based on a specific example, it can be used with any extended response that requires structuring.
Teacher instruction
Present the learner with the framework grid below of a suggested essay or extended response format. Ask them to review both model answers and compare their structure, highlighting the positive and negative aspects of structure in both model answers. They will then need to apply this understanding to redraft their original response. It may also be worth them redrafting other essay responses to see if they can also be improved by applying this example of a structure.
Learner instructions
Task 1
Read the grid below demonstrating a possible structure for answers to essay-based or extended response exam questions. The examples given are generic and not related to the question you have answered.
	Section
	Suggested content for the section
	Example

	Introduction
	This should address the question.
Outline the points you will discuss.
	“The question of a regulatory framework is an important issue when looking at the preparation of financial statements. I will explain how the framework can be used to guide both the presentation of the finished statements and the calculations in the underlying records.” 

	Paragraph
	One point or argument should be made per paragraph.
Within the argument, key points should be highlighted, emphasised and moved forward to support the audience seeing its importance to the answer.
Ideally it should be developed with evidence or an example.
It should, where appropriate, link back to the question or scenario.
	“Firstly, the ‘use of business entity’ concept can cause problems with the small business entities. For example, the owner of a small corner shop may not see the issue with taking a ready meal from the fridge for his dinner. The concept specifies that what has been purchased with business funds should be for use by or in the business, so not the owner’s dinner.”

	Paragraph
	As mentioned in the box above, each new point or argument needs its own paragraph. 
There can even be minor conclusions drawn in the paragraph.
	“Another issue with a regulatory framework approach can be that it is a one-size-fits-all approach. By that I mean that some of the rules are just not relevant to the smaller entities that may be caught by the regulations. This is why there are exemptions for those businesses that would be unduly penalised by the additional administrative burden regulation can bring.”

	Conclusion
	Answer the question! 
· Voice an opinion.
· Make a decision.
Point back to evidence previously discussed that supports the conclusion.
It should not introduce a further argument or point for consideration.
	“In conclusion, it can be agreed that a regulatory framework can provide guidance for practitioners when faced with unusual transactions or differing opinions amongst stakeholders. It also allows a measure of consistency and continuity across financial statements, which can be of benefit to stakeholders. Therefore, I would say that based on these two arguments alone, a regulatory framework is a good thing.” 



Task 2
Review these model answers to the following question: Discuss the application of professional conduct by the supervisor of this business. 
Highlight the sections in the answer that relate to the template presented in the above table, e.g.: which is the introduction, the conclusion, etc.
Model answer A:
There are various factors around the issue of behaviour that could be relevant to the scenario. In general, the concept of ethics is used to highlight how an individual is expected to act in a certain situation. This concept of ethical standards is then incorporated into the training of those working in various professions. This is used to reinforce the expectations on those in positions of power or responsibility to follow not only the letter of the law but the spirit of it too. That means they should act, and be seen to act, with the best of intentions in their business dealings. I will now consider the main points from the scenario in turn in relation to whether there may be an issue surrounding a lack of suitably professional conduct.
We can see that there is potential money laundering linked to the bar takings. There are legal obligations on those working professionally in financial services to report such incidents. However, at this stage one could argue that there is not sufficient information or evidence of a potential crime having been committed to justify a report to the legal authorities. This could be seen as an excuse for the lack of interest shown by the supervisor, but it still calls into question whether the supervisor has behaved with enough professionalism. However, in my opinion, the employee has behaved appropriately by raising the matter with their supervisor. 
All regulated firms are required to have a money laundering officer (MLO). If the supervisor is this appointed person, then their judgement on whether to take the matter further should be respected. If they are not the appropriate individual, then the employee would be justified in whistleblowing to the MLO if they felt the matter was being ignored.
The discounted order for drinks is a complex issue as it is not clear whether the discount has arisen out of general goodwill or in return for some other favour. It is not clear whether the discounted goods are for the benefit of the business or the supervisor. It is possible that the supervisor was using the discounts for their own benefit for their daughter’s wedding, but that is not clear. It could be argued that the employee is drawing their own conclusions from partial information that they have access to and are potentially making inappropriate accusations. Even so the exploitation of professional relationships in this manner could call in to question the supervisor’s professional conduct. The fact that it is the employee’s supervisor also brings into question whether there may be pressure applied to ignore any wrongdoing or unethical behaviour for fear of reprisals. The supervisor should be aware of how their behaviour may be viewed by others.
There could also be some justification for saying that the overheard conversation had not been conducted in a professional manner. The supervisor may say that it was a private conversation not meant to be overheard but it was conducted in the workplace, with an external stakeholder. This could cause reputational damage to the business and so be considered unprofessional.
Lastly the employee could find themselves the subject of investigation for their own professional behaviour. Discussing the matter with their college tutor could be viewed as breaching confidentiality. 
The profession has much regulatory guidance regarding what are considered to be the appropriate professional standards of both behaviour and good practice. Indeed, the majority of accountancy practices also provide staff with guidance and training on this area. If this firm has such guidance the employee could refer to that, or they could approach the external financial accountants or auditors for their guidance. This would be less likely to breach any confidentiality concerns although it would pose its own ethical issues if they raise the alarm and it later turns out to be a misunderstanding.
In conclusion, I believe that the scenario does indicate that there are aspects of the current supervisor’s behaviour that could call in to question their ethical and professional conduct. The misuse of position and lack of concern regarding potentially criminal activity being the most significant. However, the subordinate’s own behaviour in not following up on a potential money laundering issue and making judgements without having access to all information could call in to question their professional conduct too. There is a reporting obligation on each individual in respect of this potential crime. What this scenario does, perhaps, indicate is the need to have more evidence available before making judgements on the behaviour of colleagues. The implications of making inaccurate claims in any whistleblowing could be disastrous for not only the individuals concerned but the reputation of the business they work for.
Model answer B:
· The supervisor might be behaving badly because they have an established relationship with the bar manager and the drinks supplier. 
· The new employee doesn’t necessarily know very much about how workplaces operate and the types of formal and informal relationships that exist and how communication may vary according to who is communicating with who. 
· The employee could find themselves out of a job if they decide to continue to make accusations to their teacher and the teacher then goes back to the supervisor or their boss to formalise the accusation. 
· Ethical behaviour is about doing what the law says. No law has been broken. 
· Getting a good deal from the drinks supplier sounds like a perk of doing business. In some businesses, that is considered acceptable. There isn’t enough information to know if this is in line with company policy.
· ‘Banter’, such as jokes and informal language is part of many workplaces. It might not be in an accountant’s office but often is in hospitality.  
· The employee should know that what happens in the business is confidential and shouldn’t be sharing details with their teacher.
· That bag of cash could just be because they’ve stored it up to save making lots of trips to the bank. Maybe they cleaned out the fruit machines as lots of hospitality establishments have these. 
· Being professional matters when you are facing the paying guests not just chatting with colleagues. The new employee may be thinking too much about the theory they have been learning at college. Things are always different once you get into the actual job. 
· The employee should not be eavesdropping on professional conversations. They should have learned about privacy and confidentiality.
Task 3
Using the guidance for constructing an extended response, redraft model answer B into a more ordered format.
Task 4
Apply these new techniques to at least one other previously submitted essay response. Once redrafted into a more structured format, resubmit the essay for feedback.
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