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2026 VCE Accounting (NHT) external assessment report
[bookmark: _Toc167708846]2026 VCE Accounting (NHT) external assessment report
[bookmark: TemplateOverview]This report provides sample answers, or an indication of what answers may have included. Unless otherwise stated, these are not intended to be exemplary or complete responses.
Question 1a.
This question required students to prepare the General Journal entry to establish a double entry system at 1 April 2026.
General Journal 
	Date
2026
	Details
	Debit
$
	Credit
$

	Apr. 1
	Bank
	19 000
	

	
	Inventory
	48 000
	 

	
	Equipment
	129 000
	 

	
	Prepaid Rent Expense
	9 000
	 

	
	GST Clearing
	
	500

	
	Accounts Payable
	
	8 000

	
	Accumulated Depreciation of Equipment
	
	30 000

	
	Loan
	
	10 500

	
	Capital
	
	156 000


One mark was awarded for Prepaid Rent Expense $9 000.
One mark was awarded for GST Clearing $500.
One mark was awarded for Capital $156 000.
Two marks were awarded for the remaining correct entries. 
Higher-scoring responses identified all assets and liabilities contributed by the owner, including the $9 000 of Prepaid Rent Expense, which had not yet been consumed. They were also able to identify that the GST Clearing was a liability and that the net value of the contributions resulted in a Capital contribution of 
$156 000.
Lower-scoring responses included the $18 000 of prepaid rent expense that had already been paid, as they did not recognise that part of the cost had been consumed prior to contribution. Some responses reversed the debits and credits or did not record the Capital entry.
Students should ensure that they are able to prepare entries to establish a double entry system.
Question 1b.
This question required students to prepare the Current Liabilities section of the Balance Sheet as at 1 April 2026.
Balance Sheet (extract) as at 1 April 2026
	
	$
	$

	Current Liabilities
	
	

	Accounts Payable
	8 000
	

	GST Clearing
	500
	

	Loan
	2 100
	10 600


One mark was awarded for Accounts Payable $8 000.
One mark was awarded for GST Clearing $500 and Loan $2 100.
The total was required for full marks.
Higher-scoring responses identified that the Accounts Payable and the GST Clearing are current liabilities. They were able to recognise that of the five-year loan of $10 500, only $2 100 is due to be repaid within the next 12 months. 
Lower-scoring responses included the entire balance of the Loan owing as a current liability. They did not include the GST Clearing or Accounts Payable, or they did not total the Current Liabilities.
Students should ensure that they are able to prepare extracts of accounting reports. This includes accurately identifying accounts as well as completing the section of the report with appropriate subtotals.
Question 2a.
This question required students to complete the Inventory Card for April using the First In, First Out (FIFO) cost assignment method.
Inventory Card	
	[bookmark: _Hlk207542512]Item: Ironic Tee 
Supplier: Fluery Imports
	Cost assignment method: FIFO

	Date
2026
	Document
	IN
	OUT
	BALANCE

	
	
	Qty
	Cost
	Total
	Qty
	Cost
	Total
	Qty
	Cost
	Total

	Apr. 1
	Balance
	
	
	
	
	
	
	30
	4
	120

	Apr. 7
	Inv. 28
	
	
	
	10
	4
	40
	20
	4
	80

	Apr. 12
	Inv. 678
	50
	5
	250
	
	
	
	20
	4
	

	
	
	
	
	
	
	
	
	50
	5
	330

	Apr. 30
	Memo 12
	2
	5
	10
	
	
	
	20
	4
	

	
	
	
	
	
	
	
	
	52
	5
	340


One mark was awarded for each transaction (including dates).
Higher-scoring responses were able to use the source documents provided to identify the transactions. They were able to recognise that a sale and purchase had occurred, and by identifying the customer and seller from the source document, they correctly recorded the transaction in the Inventory Card. They were also able to recognise that an inventory gain had occurred, and they correctly used the last cost price in the Inventory Card to determine the inventory gain. 
Lower-scoring responses were not able to identify the transactions that had occurred from the source documents. They were not able to record the sale and purchase of inventory using the FIFO cost assignment method, with some students recording the memo as an inventory loss.
Students should ensure that they are able to identify transactions from information provided in source documents.
Question 2b.
This question required students to prepare General Journal entries for the settlement of an account with a discount and an inventory gain.
General Journal
	Date
2026
	Details
	Debit
$
	Credit
$

	Apr. 16
	Accounts Payable
	275
	

	
	Discount Revenue
	
	11

	
	Bank
	
	264

	Apr. 30
	Inventory
	10
	

	
	Inventory Gain
	
	10


One mark was awarded for Accounts Payable $275.
One mark was awarded for Discount Revenue $11 and Bank $264.
One mark was awarded for Inventory $10.
One mark was awarded for Inventory Gain $10.
Higher-scoring responses were able to recognise that the settlement of Accounts Payable on 16 April allowed for a discount of $11, as the payment was made within the credit terms. They were also able to identify that the inventory gain recorded in the Inventory Card was required to be recorded in the General Journal.
Lower-scoring responses did not recognise that the payment made on 16 April allowed for a discount. They did not record the inventory gain, or they included an inventory write-down transaction.
Question 2c.
This question required students to identify two advantages of maintaining separate inventory cards for each line of inventory.
One mark was awarded for each advantage.
Higher-scoring responses were able to identify specific advantages of maintaining separate inventory cards. Advantages included being able to identify fast- or slow-moving lines of inventory, being able to identify reorder points for inventory or to identify inventory loss, gains or inventory write-downs for each line of inventory. 
Lower-scoring responses provided general responses, such as ‘to help manage inventory’. This did not provide an answer to the question, as it was not specific to an individual item of inventory.
Question 3
This question required students to show how the GST Clearing account would appear in the General Ledger at 30 September 2025.
GST Clearing
	Date
2025
	Cross-reference
	Amount
	Date
2025
	Cross-reference
	Amount

	Sep. 7
	Accounts Receivable 
	300
	Sep. 1
	Balance
	14 000

	Sep. 18
	Bank
	42 000
	Sep. 3
	Bank 
	33 000

	Sep. 21
	Bank
	500
	Sep. 15
	Accounts Receivable 
	4 000

	Sep. 30
	Bank 
	14 000
	
	
	

	
	
	
	
	
	


One mark was awarded for Accounts Receivable $300.
One mark was awarded for Bank $42 000 and Bank $500.
One mark was awarded for Bank $14 000.
One mark was awarded for Bank $33 000.
One mark was awarded for Accounts Receivable $4 000.
Higher-scoring responses were able to identify the impact of GST on each transaction. They were able to recognise that a sales return would result in a debit to GST, with Accounts Receivable as a cross-reference, as it is a credit transaction. They were also able to apply the mark-up to the cash sale to record the GST correctly and record the GST on sales and purchases, as well as settling the opening balance with the Australian Taxation Office (ATO).
Lower-scoring responses did not include all transactions. Some students did not apply the mark-up correctly when recording the sale on 3 September, while others did not use correct cross-references, referring to Accounts Receivable as Sales Returns and Bank as GST settlement.
Students should ensure that they are prepared to record transactions in the General Ledger accounts directly from source documents.


Question 4a.
This question required the students to complete General Ledger accounts at 31 March 2026.
Advertising
	Date
2026
	Cross-reference
	Amount
	Date
2026
	Cross-reference
	Amount

	Mar. 31
	Bank (total to date)
	7 500
	Mar. 31
	Profit and Loss Summary 
	9 000

	
	Accrued Advertising 
	1 500
	
	
	

	
	
	9 000
	
	
	9 000



Prepaid Insurance
	Date
2026
	Cross-reference
	Amount
	Date
2026
	Cross-reference
	Amount

	Mar. 31
	Balance
	6 900
	Mar. 31
	Insurance Expense 
	3 750

	
	
	
	
	Balance
	3 150

	
	
	6 900
	
	
	6 900

	Apr. 1
	Balance
	3 150
	
	
	



Unearned Sales Revenue
	Date
2026
	Cross-reference
	Amount
	Date
2026
	Cross-reference
	Amount

	Mar. 31
	Sales 
	18 000
	Mar. 31
	Balance
	26 000

	
	Balance
	8 000
	
	
	

	
	
	26 000
	
	
	26 000

	
	
	
	Apr. 1
	Balance
	8 000



Allowance for Doubtful Debts
	Date
2026
	Cross-reference
	Amount
	Date
2026
	Cross-reference
	Amount

	Mar. 31
	Accounts Receivable 
	6 000
	Mar. 31
	Balance
	5 400

	
	Balance
	7 000
	
	Bad Debts 
	7 600

	
	
	13 000
	
	
	13 000

	
	
	
	Apr. 1
	Balance
	7 000



One mark was awarded for Accrued Advertising $1 500.
One mark was awarded for Profit and Loss Summary $9 000.
One mark was awarded for Insurance Expense $3 750.
One mark was awarded for Sales $18 000.
One mark was awarded for Accounts Receivable $6 000.
One mark was awarded for Bad Debts $7 600.
One mark was awarded for balancing Prepaid Insurance $3 150, Unearned Sales Revenue $8 000 and Allowance for Doubtful Debts $7 000.
Higher-scoring responses were able to identify adjusting entries from the information provided. They were able to recognise that only 10 months of the advertising campaign had been paid and that two months were required to be accrued. These responses recognised that only three months of the Prepaid Insurance had been consumed, with a balance of $3 150 remaining. The delivery of the inventory required an adjustment to recognise the sale, while $8 000 remained unearned. They were also able to record the write-off of the Bad Debts, as well as update the Allowance for Doubtful Debts at the end of the period. After completing the adjustments, they were able to close and balance the appropriate accounts.
Some lower-scoring responses did identify the requirement for an adjustment to the accounts; however, they were often not able to accurately calculate the adjustment. Some were not able to close or balance accounts.
Question 4b.
This question required students to record the payment for advertising by the business.
	Date
2026
	Details
	Debit
$
	Credit
$

	Apr. 30
	Accrued Advertising 
	1 500
	

	
	Advertising
	750
	

	
	GST Clearing
	225
	

	
	Bank
	
	2 475


One mark was awarded for Accrued Advertising $1 500 and Advertising $750.
One mark was awarded for GST Clearing $225.
One mark was awarded for Bank $2 475.
Higher-scoring responses identified that three months of advertising were settled on 30 April 2026. They were able to record the Accrued Advertising of $1 500, as well as the $750 incurred during April to record the payment. These responses were also able to determine that the GST paid on the transaction was on both the Accrued Advertising and the Advertising incurred during April.
Lower-scoring responses did not correctly identify the amount paid on 30 April 2026. Some responses only included GST paid on the $750 that was incurred in April, while others did not include the Accrued Advertising in the amount paid.


Question 4c. 
This question required students to explain, with reference to one accounting element, why the receipt of deposits is not recorded as revenue.
One mark was awarded for identifying the deposits as current liabilities. 
One mark was awarded for a present obligation to transfer inventory within 12 months.
One mark was awarded for receipt of the deposit. 
It was also possible to respond to this question without reference to current liabilities. 
One mark was awarded for explaining that when a customer pays a deposit, there is an increase in assets (an increase in bank) while an obligation to the customer is also created.
One mark was awarded for explaining that there is no effect on owner’s equity.
One mark was awarded for explaining that revenue is only recorded once the goods have been provided to the customer.
Higher-scoring responses were able to identify that unearned sales revenue is a current liability. It represents a present obligation of the business to transfer inventory to the customer within the next 12 months. The obligation arises from the receipt of the deposit. They understood that revenue is only recognised when the inventory has been delivered, as there is no movement in owner’s equity.
Lower-scoring responses did not identify the connection between revenue and movement in owner’s equity. Some referred to the deposits not being revenue, although they did not support their response with evidence by referring to an accounting element.
Students should ensure that they practise the application of accounting definitions to scenarios.


Question 5a. 
This question required students to prepare a Budgeted Income Statement for the year ending 31 March 2027.
Sid’s Showers
Budgeted Income Statement for the year ending 31 March 2027
	
	$
	$

	Sales – Country
	1 320 000
	 

	Sales – Warehouse
	110 000
	1 430 000

	Less Cost of Sales
	
	572 000

	Gross Profit
	
	858 000

	Less Expenses
	
	

	Wages
	352 800
	

	Bonuses
	20 000
	

	Vehicle Expenses
	40 000
	

	Warehouse Expenses
	145 600
	558 400

	Net Profit
	
	299 600


One mark was awarded for Sales – Country $1 320 000 and Sales – Warehouse $110 000.
One mark was awarded for Cost of Sales $572 000.
One mark was awarded for Wages $352 800.
One mark was awarded for Bonuses $20 000.
One mark was awarded for Vehicle Expenses $40 000 and Warehouse Expenses $145 600.
One mark was awarded for formatting.
Higher-scoring responses were able to apply the adjustments from the information provided to the Budgeted Income Statement and to recognise that bonuses for sales representatives were $5 000 for each of the four employees. They were able to prepare a correctly formatted Budgeted Income Statement.
Lower-scoring responses did not correctly apply the adjustments to accounts in the Budgeted Income Statement. Some students applied the bonuses as $15 000 for each employee rather than $5 000 each, while others were not able to correctly format the Budgeted Income Statement.
Students should ensure that they use their reading time to identify all information in the question. 
Question 5b. 
This question required students to justify the owner’s comment that the depreciation of the vehicles would be lower in the budgeted year.
One mark was awarded for identifying that the business uses the reducing balance method for depreciation. 
One mark was awarded for recognising that less depreciation is charged each year, as mechanical assets like vehicles are considered to provide fewer economic benefits each year. 
One mark was awarded for identifying that the reducing balance is calculated using a fixed percentage of the carrying value, which will provide a smaller amount each reporting period. Hence, in the budgeted year, depreciation of the vehicles should be less than the previous year.
Higher-scoring responses were able to identify that the reducing balance being used by the business would result in the amount of depreciation expense being lower each year, as the business has not purchased a new vehicle. The reducing balance depreciation is calculated based on the carrying value of the vehicles and therefore will be lower each year as the carrying value reduces.
Lower-scoring responses did not refer to the reducing balance depreciation method and instead referred to the sale of a vehicle as a reason for the lower depreciation. As no vehicles were disposed of during the period, this was not an acceptable response.
Question 5c. 
This question required students to calculate the effect of the owner’s strategy of not re-employing David. 
Effect on Budgeted Net Profit
	
	Change 
($)
	Increase or 
Decrease

	Effect on Sales and Gross Profit
	
	

	Sales
	120 000
	decrease

	Gross Profit
	72 000
	decrease

	Effect on expenses
	
	

	Sales representatives’ wages
	88 200
	decrease

	Sales representatives’ bonuses
	7 000
	decrease

	Vehicle expenses
	6 000
	decrease

	Overall effect on expenses
	87 200
	decrease

	Effect on Budgeted Net Profit
	15 200
	increase


One mark was awarded for Gross Profit $72 000 decrease.
One mark was awarded for sales representatives’ wages $88 200 decrease.
One mark was awarded for sales representatives’ bonuses $7 000 increase.
One mark was awarded for vehicle expenses $6 000 decrease.
One mark was awarded for Effect on Budgeted Net Profit $15 200 increase.
Higher-scoring responses were able to correctly calculate each amount. They were able to complete the table accurately and identify whether amounts would increase or decrease Net Profit.
Lower-scoring responses did not correctly calculate the change in the bonuses or did not complete all parts of the table.


Question 5d. 
This question required students to discuss whether not re-employing David is a strategy that should be adopted by the business. They were required to refer to financial and ethical considerations.
	Marks
	Criteria

	5–6
	Comprehensive understanding of financial and ethical implications of the strategy suggested by the owner
A range of ethical issues identified and discussed
Comprehensive discussion of the positive and negative implications of the strategy
Recommendation consistent with balance of comments

	3–4
	Reference to financial and/or ethical implications of the strategy suggested by the owner
Reference to positive and negative implications of decisions made by the owner
Basic use of accounting terminology

	1–2
	Reference to financial and/or ethical issues

	0
	No evidence of knowledge of ethical and financial issues
No recommendation made or recommendation made but without supporting comments


Higher-scoring responses referred to the following:
David was the least productive sales representative and did not meet targets.
It is common business practice for employees who were hired most recently to be made redundant first. 
The business estimates that it will be financially better off in the short term. 
The three remaining sales representatives may be able to generate sufficient additional sales when given the best customers from David’s client list. 
The extra bonus may be enough to motivate these sales representatives to cover more towns and generate more sales.
David is already paying his way, although comparatively less than the other sales representatives. 
David has worked hard to develop his customer list and should reap the benefits in future years. It may not be considered ethical to make him redundant. The customer list could be seen as his intellectual property.
David has only been employed for 12 months and has already created a valuable customer list that could double sales within two years. 
The other three sales representatives already believe they travel too much, and taking on David’s clients would only increase their workload and travel, which could result in health and safety issues and impact their work–life balance.
Selling the vehicle at carrying value instead of market value would not meet the ‘faithful representation’ qualitative characteristic and could be seen as breach of ethics by favouring a family member. It would also distort the Income Statement, as the potential gain on disposal of $4 000 would not be disclosed.


Question 6a.
This question required students to explain why taking the discount will not lead to an increase in Gross Profit Margin.
One mark was awarded for identifying that the discount will not affect Gross Profit Margin, as it does not relate to the sale of inventory.
One mark was awarded for stating that the discount will be reported as discount revenue.
Higher-scoring responses were able to identify that the other revenue has no impact on the calculation of Gross Profit Margin as it does not relate to the sale of inventory.
Lower-scoring responses referred to discount revenue as a reduction in the cost price of inventory.
Question 6b.
This question required students to explain why the business is experiencing liquidity problems even though the Working Capital Ratio has been increasing.
	Marks
	Criteria

	4
	Accurate use of accounting terminology
Thorough explanation of the relationship between accounting indicators and liquidity
Application to the business  

	3
	General use of accounting terminology
Reference to the relationship between accounting indicators and liquidity
Application to the business

	2
	Basic use of accounting terminology
Reference to accounting indicators and liquidity

	1
	Basic definition of liquidity

	0
	No explanation of liquidity


Higher-scoring responses referred to liquidity as the ability to meet the business’s short-term debts as they fall due. They explained that the Working Capital Ratio likely increased over the quarter due to the increased purchase of inventory, which, without a corresponding increase in sales, has led to an increase in the value of inventory on hand. A key difference between the Quick Asset Ratio and the Working Capital Ratio is that the Quick Asset Ratio excludes inventory. This means that when considering the immediate assets relative to liabilities, there are fewer immediate current assets to cover the current liabilities at the end of the period, leading to the situation where the business is finding it more difficult to cover its short-term debts.
Lower-scoring responses referred to the Quick Asset Ratio decreasing without explaining its relationship to inventory and the information provided in the question. 


Question 6c.
This question required students to analyse the implication of the owner’s decision to discount slow-moving inventory items and to no longer purchase these items.
	Marks
	Criteria

	4
	Accurate use of accounting terminology
Thorough analysis of the positive and negative implications of the owner’s decision – inventory turnover and profit
Application to the business  

	3
	General use of accounting terminology
Application to the business
Basic analysis of the owner’s decision with less depth (not fully developed) 

	2
	Basic use of accounting terminology
A reference to the impact of the owner’s decision 

	1
	Basic definition of Inventory Turnover

	0
	No explanation of Inventory Turnover


Higher-scoring responses usually identified that having several slow-moving lines is potentially a positive for business performance, particularly if these are higher margin items and durable goods not affected by early use-by dates. Keeping a larger range of items provides customers with greater choice, which could enhance sales.  
The negative is the effect on cash flow and increased risk of obsolescence or spoilage. By removing these items, Inventory Turnover will be faster; however, it may be at the expense of sales and profits. Removing them would mean that cash should be available to meet short-term commitments.
Discounting these items immediately would likely lead to reduced profit or even losses in the current period. Holding slow-moving lines becomes a trade-off between profits and liquidity.
Lower-scoring responses identified positive outcomes, although they generally did not consider the negative implications.
Question 7a.
This question required students to justify, with reference to an accounting assumption, why inventory is valued at the lower of cost and net realisable value (NRV).
One mark was awarded for the accrual basis assumption.
One mark was awarded for identifying that when inventory items will be sold at a selling price (less any costs to sell), which is below their cost price, a loss or expense will be incurred.
One mark was awarded for showing that when this loss can be identified and measured reliably – that is, when management has determined the selling price for the next period – it should be recognised in the current period.
Higher-scoring responses were able to correctly identify the accrual basis assumption and explained that if the NRV falls below the cost price, the inventory write-down can be reliably measured. This amount should be recognised in the current period rather than waiting for the sale to occur before recognising it. 
Lower-scoring responses were not able to identify the accrual basis assumption as the relevant accounting assumption. When they did identify the correct assumption, these students were not able to support their response with correct accounting terminology.
Question 7b.
This question required students to calculate the unit value of each phone model that would be reported in inventory on 31 March 2026 after applying the lower of cost and NRV.
Model A 
Cost = $450
NRV = $530 × 0.8 = $424
Lower of cost and NRV = $424
Model B
Cost = $640
NRV = $780 × 0.9 = $702
Lower of cost and NRV = $640
Model C
Cost = $800
NRV = ($1 000 × 0.75) − $12 = $738
Lower of cost and NRV = $738	
One mark was awarded for unit value Model A $424.
One mark was awarded for unit value Model B $640.
One mark was awarded for unit value Model C $738.
Higher-scoring responses correctly calculated the NRV for each phone and compared this to the cost price, using the lower value as the unit value. They were able to identify that a screen protector was provided with each Model C phone sold.
Lower-scoring responses did not reduce the NRV of the Model C phone for the cost of the screen protector or applied this reduction to all phones. Some responses increased the cost price of the phone by the cost of the screen protector, while others did not select the lower of cost or NRV as the unit value.


Question 7c.
This question required students to record the adjusting General Journal entries at 31 March 2026.
General Journal
	Date
2026
	Details
	Debit
$
	Credit
$

	Mar. 31
	Inventory Loss
	2 820
	

	
	Inventory
	
	2 820

	
	
	
	

	
	Inventory Write-down
	4 760
	

	
	Inventory
	
	4 760


One mark was awarded for Inventory Loss $2 820.
One mark was awarded for Inventory $2 820.
One mark was awarded for Inventory Write-down $4 760.
One mark was awarded for Inventory $4 760.
Higher-scoring responses were able to correctly identify that two entries were required, with one for Inventory Loss and the other to recognise the Inventory Write-down. 
Lower-scoring responses did not recognise that an Inventory Loss or Inventory Write-down was required to be recorded. Some students recorded an Inventory Gain.
Question 7d.
This question required students to calculate the Inventory to be reported in the Balance Sheet as at 31 March 2026.
Inventory valuation in the Balance Sheet as at 31 March 2026
Model A: 40 × $424 = $16 960
Model B: 80 × $640 = $51 200
Model C: 60 × $738 = $44 280
Total value of Inventory: $112 440
One mark was awarded for Model A $16 960.
One mark was awarded for Model B $51 200.
One mark was awarded for Model C $44 280.
Higher-scoring responses used the quantities from the physical count and the lower of cost and NRV to determine the total value of the Inventory.
Lower-scoring responses used the inventory records rather than the physical count as the amount of inventory on hand. Some students used cost price rather than the lower of cost and NRV.


Question 8a.
This question required students to prepare the Disposal of Van account in the General Ledger on 31 December 2025.
Disposal of Van
	Date
2025
	Cross-reference
	Amount
	Date
2025
	Cross-reference
	Amount

	Dec. 31
	Van
	48 000
	Dec. 31
	Accumulated Depreciation of Van
	11 250

	
	
	
	
	Van
	26 500

	
	
	
	
	Loss on disposal of van
	10 250

	
	
	48 000
	
	
	48 000


One mark was awarded for Van $48 000.
One mark was awarded for Accumulated Depreciation of Van $11 250.
One mark was awarded for Van $26 500.
One mark was awarded for Loss on disposal of van $10 250.
Higher-scoring responses were able to correctly record the purchase and trade-in price of the vehicle as well as accurately calculate the accumulated depreciation to determine the loss on disposal of the van. 
Lower-scoring responses did not accurately calculate depreciation, with some students only recording the current period of depreciation. They did not record the loss on disposal of the van in the ledger or recorded it as a debit entry.
Question 8b.
This question required students to record the payment for the new van in the General Journal on 31 December 2025.
	Date
2025
	Details
	Debit
$
	Credit
$

	Dec. 31
	Van
	36 000
	

	
	GST Clearing
	6 250
	

	
	Bank
	
	42 250


One mark was awarded for Van $36 000.
One mark was awarded for GST Clearing $6 250.
One mark was awarded for Bank $42 250.
Higher-scoring responses were able to recognise that a trade-in allowance of $26 500 was required to be applied to the cost price of the van. The cost of the van of $62 500 (including trade-in allowance) required a GST Clearing debit of $6 250 and a payment of $42 250.
Some lower-scoring responses were able to recognise that the van cost $36 000 after trade-in allowance, although they recorded GST Clearing of $3 600 as they did not allow for GST on the trade-in amount. 
Question 8c.
This question required students to explain why the owner’s statement that the Balance Sheet shows the current market value of the non-current assets is incorrect.
One mark was awarded for explaining that the carrying value represents the economic benefit remaining for the business plus the residual value.
One mark was awarded for explaining that depreciation is an allocation of part of the cost of an asset over its useful life in order to match it against the revenue generated by that asset. It is not a valuation tool.
Higher-scoring responses recognised that the carrying value represents the remaining economic benefit of the asset for the business plus the residual value. It is not a valuation tool but rather the cost of the asset that has not been allocated.
Lower-scoring responses could not explain that there is a difference between market value and carrying value. They referred to deprecation as a decrease in value rather than the allocation of the cost of the non-current asset over its useful life.
Question 9a.
This question required students to complete the Accounts Payable General Ledger account for April 2026.
Accounts Payable
	Date
2026
	Cross-reference
	Amount
	Date
2026
	Cross-reference
	Amount

	Apr. 18
	Bank
	9 900
	Apr. 1
	Balance
	9 900

	Apr. 30
	Bank/Discount Revenue
	11 000
	Apr. 20
	Inventory/GST Clearing
	22 000

	Apr. 30
	Balance
	11 000
	
	
	

	
	
	31 900
	
	
	31 900

	
	
	
	May 1
	Balance
	11 000


One mark was awarded for Bank $9 900.
One mark was awarded for Bank/Discount Revenue $11 000.
One mark was awarded for Inventory/GST Clearing $22 000.
One mark was awarded for Balance $11 000.
Higher-scoring responses recorded all transactions correctly. These responses were able to recognise that the payment to the account payable allowed for a discount, which was required to be cross-referenced in the ledger. They were able to balance the account.
Lower-scoring responses did not use correct cross-references. They did not include all transactions and did not balance the account.


Question 9b.
This question required students to prepare the Operating Activities section of the Cash Flow Statement for April.
MGV Stationers
Cash Flow Statement (extract) for the month ended 30 April 2026
	
	$
	$

	Cash Flow from Operating Activities
	
	

	Cash Sales 
	52 000
	

	GST Receipts 
	5 200
	57 200

	Accounts Payable 
	(20 570)
	

	GST Paid 
	(400)
	

	Advertising Paid 
	(4 000)
	

	Wages 
	(5 500)
	(30 470)

	Net Cash Flow from Operating Activities 
	
	26 730 


One mark was awarded for Cash Sales $52 000.
One mark was awarded for GST Receipts $5 200.
One mark was awarded for Accounts Payable $20 570.
One mark was awarded for GST Paid $400 and Advertising Paid $4 000.
One mark was awarded for Wages $5 500.
One mark was awarded for formatting.
Higher-scoring responses recognised that the discount for early payment of the account payable resulted in a reduction in the amount paid. They were able to identify that sales were made on a cash basis and that GST was collected on the sales, and they were able to prepare a correctly formatted report.
Lower-scoring responses did not recognise that the payment to the account payable was within the credit terms. They recorded cash payments based on expenses incurred rather than the cash paid.


Question 9c.
This question required students to justify the amount reported for Advertising in the Cash Flow Statement.
One mark was awarded for explaining that the $3 000 of Advertising Expense was an accrual basis amount.
One mark was awarded for explaining that there was $1 000 of Prepaid Advertising at the end of April, which had been paid but not yet consumed.
One mark was awarded for stating that a total cash payment for Advertising of $4 000 (plus GST) in April was to be included in the Cash Flow Statement.
Higher-scoring responses referred to the difference between cash and accrual accounting. They were able to identify that the $3 000 of Advertising Expense did not include the additional $1 000 of advertising that was prepaid. Therefore, the amount paid was $4 000.
Lower-scoring responses referred to the $3 000 of Advertising Expense and did not recognise the Prepaid Advertising. 
Students must ensure that they understand the difference between cash and accrual accounting. 
Question 9d.
This question required students to complete the table to identify one item from each of the sections of the Cash Flow Statement, other than operating activities, that could have contributed to the decrease in the cash position.
	Section of Cash Flow Statement
	Item

	Investing Activities
	purchase of a non-current asset

	Financing Activities
	loan repayment or drawings by the owner


One mark was awarded for Investing Activities and purchase of a non-current asset.
One mark was awarded for Financing Activities and loan repayment or cash drawings by the owner.
Higher-scoring responses correctly identified the appropriate sections of the Cash Flow Statement. 
Lower-scoring responses referred to Cash Flow from Operating Activities or did not provide an item.
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