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Introduction

I am a member of the team who marks Advanced
Financial Management. This article is designed to
give you, the candidate, an insight into my mind,
so that you can better understand what a marker
will be looking for when it comes to marking
your Advanced Financial Management script.

Insight into a marker’s thinking — appreciating what we are
trained to look for, what we award marks for, the reasons
why marks may not be awarded — will help you fulfil your
potential and gain the necessary marks to pass. It will help
you appreciate the points that will attract marks so that you
can better assess your answers when practicing questions.

This article uses three candidates’ answers to Question 2
from the AFM specimen exam. To support your reading of
this article, you should refer to the specimen exam on the
ACCA Practice Platform.

You may also find it interesting to refer to the published
answers for the specimen exam, noting the differences and
comparing the length and style to the candidates’ answers
seen in this article. It's important to remember that you don't
need to replicate the published answer to achieve a pass.
You can access the answers on the ACCA Practice Platform.
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Question 2

Observations on the requirement

Question 2 has requirements that feature regularly in this exam, namely to apply a technique to an investment decision and The 20 technical marks were split between two requirements:
then discuss some specific issue relevant to the decision. Here the technique is adjusted present value and the issue is how the

investment should be financed. Part (a) for 14 marks required a calculation of adjusted

present value and a conclusion on whether or not the project
In another question the technique could be the modified duration method or net present value model. should be accepted.

Part (b) for 6 marks required a discussion of the reasons
given for adjusting the discount rate for this project.

For the calculation in part (a), each part of the calculation will
generally be awarded 1 or 2 marks, depending on
complexity. A well-justified conclusion and discussion of the
results is likely to be worth 2 marks.

For the discussion elements, each relevant point will
generally be awarded 1 mark, although a well-discussed
point can be worth 2 marks.

A good answer to part (a) would take a methodical approach
with clear and easy to follow workings.

A good answer to part (b) would look at both reasons why
the chief executive's proposal might be valid and also why it
may not be valid.

Professional marks would be obtained from producing
answers which fully address the requirements.
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Specimen exam marked answers

Question 2 candidate one

Roll your cursor over each numbered note for the marks awarded and marker's comments to appear in the right side panel:

Marks awarded and comments:
1. 1 mark awarded as diversification could be a justification for
a risk premium.

2. 1 mark awarded as increasing the risk premium could be an
appropriate response to this factor.

3. 1 mark awarded as increasing the risk premium could be an
appropriate response to this factor.

4. 1 mark awarded for recommending that an appropriate cost
of capital should be determined.
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Marks awarded and comments:

5. 0 marks awarded for these calculations.
6. 0 marks awarded.

7. Marks for contribution given on next screen.

Roll your cursor over each of the highlighted cells in the spreadsheet to view the formulas that were used.
Roll your cursor over each numbered note for the marks awarded and marker's comments to appear in the right side panel:

172 p

READ THE MIND OF AN AFM MARKER - Q2



Marks awarded and comments:

0 marks awarded as incorrect figure used.

9. 1 mark awarded for taxation — 1 mark lost from earlier mistake
on TAD in year 4 (OFR).

10. 1 mark awarded for working capital.

11. 0 marks awarded for residual value.
Roll your cursor over each of the highlighted cells in the spreadsheet to view the formulas that were used.

, . . . 12. 2 k¢ ded fi h tes.
Roll your cursor over each numbered note for the marks awarded and marker's comments to appear in the right side panel: e e e e

13. 1 mark awarded for remittable cash flows in euros
(even if labelled $) (OFR).

14. 1 mark awarded for contribution from component being
partially correct (OFR).

15. 1 mark awarded for tax on contribution (OFR).

16. 1 mark awarded for net present value (only one has been

=N )+ B55 calculated) (OFR).

17. 1 mark awarded for comment on result.

8]

9]
10}
[11]
12]
E
[14]
15}

OFR = own figure rule. This is when credit is awarded where a previous

error has been carried forward correctly in subsequent calculations.
2/2

READ THE MIND OF AN AFM MARKER - Q2 7



Notes on candidate one’s answer to Q2

Summary of marks: How could this answer have been improved?

Professional skills summary
For analysis and evaluation there has been good use of the data to determine suitable calculations, and good use of the data

Part (a) 9 to draw appropriate conclusions, although not much support for the discussion. In this instance this answer would obtain 3
marks for analysis and evaluation.

Part (b) 4

TOTAL technical marks 13 For scepticism and commercial acumen, there is no real focus on either of these skills in this answer and so there are no marks
awarded for either of these skills. Marks for these skills could have been awarded if the answer had used scenario information to
make commercial points relevant to Colvin Co or if the view of senior management had been challenged regarding the
discount rate.

Analysis and evaluation

3
Scepticism 0 This gives a total of 3 marks out of 5 for the professional skills.
Commercial acumen 0

3

TOTAL professional marks
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Specimen exam marked answers Marks awarded and comments:

1. 1 mark awarded for comment on increased WACC would mean
an even lower NPV.

2. 1 mark awarded for commenting that uncertainty may mean the

Question 2 candidate two vk e s el

Roll your cursor over each numbered note for the marks awarded and marker's comments to appear in the right side panel:
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Marks awarded and comments:

1 mark awarded for tax as TAD is incorrect (OFR).
1 mark awarded for land and buildings residual value.

3

4

5. 2 marks awarded for exchange rates.

6. 1 mark awarded for cash flows in euros (OFR).
7

1 mark awarded for net present values (only 1 has been calculated)
(OFR).

8. 1 mark awarded for comment on results.

Roll your cursor over each of the highlighted cells in the spreadsheet to view the formulas that were used.
Roll your cursor over each numbered note for the marks awarded and marker's comments to appear in the right side panel:

— R £ 14-+F14

[~

OFR = own figure rule. This is when credit is awarded where a previous
error has been carried forward correctly in subsequent calculations.

172 p
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Roll your cursor over each of the highlighted cells in the spreadsheet to view the formulas that were used.
Roll your cursor over each numbered note for the marks awarded and marker's comments to appear in the right side panel:

=PEB N D7 M8 00000

2/2

Marks awarded and comments:

READ THE MIND OF AN AFM MARKER - Q2

11



o

Notes on candidate two’s answer to Q2

Summary of marks:

Part (a)
Part (b)

TOTAL technical marks

Analysis and evaluation
Scepticism
Commercial acumen

TOTAL professional marks

0
1

5

How could this answer have been improved?

Professional skills summary

For analysis and evaluation there has been good use of the
data to determine suitable calculations, and good use of the
data to draw an appropriate conclusion, and also to support
the discussion. As a result this answer would obtain 4 marks
for analysis and evaluation.

For scepticism, there is no real focus on scepticism in this
answer and no challenge of the view of senior management,
so there are no marks awarded for this skill.

In terms of commercial acumen, there are examples of
using the scenario information to make commercial points.
All together this shows some demonstration of the skill and
would be worth 1 mark for commercial acumen.

This gives a total of 5 marks out of 5 for the professional skills.
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Specimen exam marked answers

Question 2 candidate three

Roll your cursor over each numbered note for the marks awarded and marker's comments to appear in the right side panel:

Marks awarded and comments:

s

1 mark awarded for comment that different circumstances may
mean a risk premium is justified.
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Marks awarded and comments:

2. 1 mark awarded for taxation as fixed costs have been excluded
(OFR).

0 marks awarded for working capital.

4. 1 mark awarded for contribution from component as partially
correct (OFR).
Roll your cursor over each of the highlighted cells in the spreadsheet to view the formulas that were used. 5 9 merkavaiced G e en cemiisuiien (O
Roll your cursor over each numbered note for the marks awarded and marker's comments to appear in the right side panel: A 1 menkaneed ey siesaivelues (il 9 s ean elalkie)
(OFR).

7. 1 mark awarded for exchange rates as years 3 and 4 are wrong.

|

(]~ I

OFR = own figure rule. This is when credit is awarded where a previous
error has been carried forward correctly in subsequent calculations.
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Notes on candidate three’s answer to Q2

Summary of marks: How could this answer have been improved?

Professional skills summary

For analysis and evaluation there has been good use of the
Part (a) 5 data to determine suitable calculations, although no use of

the data to draw an appropriate conclusion, and a lack of
Part (b) ! support for the discussion. In this instance this answer would
TOTAL technical marks 6 obtain 2 marks for analysis and evaluation.

Analysis and evaluation 2
Scepticism 0
Commercial acumen 0

2

TOTAL professional marks

For scepticism and commercial acumen, there is no real
focus on either of these skills in this answer and so there are
no marks awarded for either of these skills.

This gives a total of 2 marks out of 5 for the professional skills.
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For more tutor resources,
visit accaglobal.com/
tutor-resources

For more student resources,
visit accaglobal.com/
exam-resources



https://www.accaglobal.com/gb/en/learning-provider/acca-tutor-resources.html
https://www.accaglobal.com/gb/en/learning-provider/acca-tutor-resources.html
https://www.accaglobal.com/gb/en/learning-provider/acca-tutor-resources.html
https://www.accaglobal.com/gb/en/student/exam-support-resources.html
https://www.accaglobal.com/gb/en/student/exam-support-resources.html
https://www.accaglobal.com/gb/en/student/exam-support-resources.html
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