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Introduction
Centres are again to be congratulated for their preparation of students for the IAL
Accounting examination. Students again applied a full range of Accounting knowledge and
skills in the preparation of their responses to the Examination.
Students found the Examination questions generally accessible and provided informed
responses in good format to most questions. Only Question 6, testing partnership
knowledge, caused difficulties. Most students failed to complete the capital accounts
correctly and made significant errors in the other sections of the question. All other
questions were well answered.
With effect from Summer 2016 the new 2015 Specification will be examined. Although
the 2015 Specification and assessent is wholly comparable with the existing specification
and assessment, centres are reminded of the one significant difference between the two on
Unit 1. Under the new Specification all questions will be multi part as at present, but the
evaluation section of those questions will be assessed out of 12 marks instead of 8 marks in
Section A, and 6 marks instead of 4 marks in Section B. In preparation for that examination
centres are advised that there will now be marks awarded for a reasoned conclusion and
centres should instruct students accordingly in their preparation for the New Specification,
June 2016 examination. Students are familiar with marshalling arguments for and against a
scenario. To ensure that they have access to the highest marks they should now also ensure
that they reach a conclusion with some reasoning for that conclusion. This will normally be
which of the factors identified as arguments for and against were weighed most heavily in
that conclusion.
To assist centres I have in at least one Section A question advised of the marks which were
awarded and which would probably have been awarded under the New Specification.
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Question 1
Students prepared good answers to all sections of the question. Answers were substantially
accurate and many students scored high marks on this question.
The restaurant account was generally complete and in good format with many totally correct
answers. A high degree of accuracy was demonstrated in the preparation of the income and
expenditure account although there was regular mistreatment of the subscription bad debts.
The financial position statement was substantially correct but some students reduced the
provision for doubtful debts from the trade receivables not the subscriptions in arrears.
Common errors were:
•

The inclusion of bad debts in the calculation of subscription. Many students calculated a
figure of £247 000.

•

The provision for doubtful debts related to the subscriptions in arrears. Many students
sought to deduct the provision from the trade receivables not the subscriptions in
arrears.

The evaluation section of the question is currently worth 8 marks. Looking forward to the
New Specification the evaluation will be assessed by 'Levels Based Assessment' where up to
12 marks will be available. centres should note that in the new evaluation assessment,
to achieve the highest level the student must present a conclusion with some rationale for
that conclusion. Examiners commonly see students work which clearly shows at least two
arguments in favour and two arguments against. Currently, this does attract the full marks
to be awarded. Under the new specification, the failure to reach a conclusion with rationale
would result in the student being able to achieve no more than the Level 3 of the four levels.
Therefore a students work which just highlights points for and against will only achieve a
maximum of 9 marks of the 12 marks available.
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Club accounts have not proven popular with students in previous series but on this occasion
most students prepared good answers.
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Examiner Comments

This was an excellent piece of work in which the student achieved almost achieved full
marks.
Full marks were achieved in section (a)(i),(ii) and (iii) ie 10 marks, 16 marks and 16 marks.
In the evaluation section (b) the student was awarded 6 marks, for two positive comments
and one point against such a provision.

Examiner Tip

Students should ensure that a reasoned conclusion is made to ensure the best possible
award of marks from June 2016.
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Question 2
Students again presented good answers to all sections of the question. The journals
were substantially accurate and in good format. There were many correct answers to
the suspense account with correct narratives. The calculation of the revised profit for the
year was also substantially accurate. In the financial position statement common errors
resulted in the failure to adjust the cost of computers and to adjust the trade receivables for
the omission of the cheque from the books.
Common errors were:
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•

Miscalculation of the depreciation adjustment on the leasehold.

•

Not adjusting the cost of the computers in the financial position statement.

•

Again this was an excellent piece of work only lacking in the quality of the evaluation.
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Examiner Comments

Again, this was an excellent piece of a students work which scored full marks in sections (a)
and (b) but which had a very limited evaluation.
Part (a)(i) scored the full 12 marks, part (a)(ii) the full 4 marks and part (b) the full 10
marks.
In part (c) 15 marks were awarded the only errors relating to the non-current asset of
computers and the absence of the computer maintenance accral.
The evaluation in part (d) was very limited and was awarded only 2 marks. This would have
been a level 1 response on the levels based marking.

Examiner Tip

Note comments on evaluation.
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Question 3
Students generally prepared accurate ratio calculations. the calculation of the value of
the purchased goodwill did cause difficulty with very few students arriving at the correct
calculation.
In Part (b) the question was seeking possible reasons for the differences. Most students
equipped themselves well but others merely listed the differences between the ratios in
words without offering possible reasons for the variance.
Students did not demonstrate an understanding of the significance of the revenue to noncurrent assets in part (c).
In part (d) students were fully familiar with non-financial factors that might have to be
considered before making an investment.
The evaluation in part (e) was generally appropriate using a mixture of financial and nonfinancial advantages and disadvantages of the restaurants. However, although these were
extensive, many students failed to summate this into a reasoned conclusion, actually
recommending one of the restaurants. Centres and students should be aware that a
reasoned conclusion must be part of the evaluation in the New Specification to achieve the
highest level and the highest marks.
Common errors:
•

Calculation of the value of goodwill in part (a).

•

Failing to offer reasons for the differences in ratios in part (b).

•

Students understanding of the value of a revenue to non-current assets ratio.
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Students prepared excellent responses stating the formula and carrying out the calculation
for each ratio. Most students were unable to accurately calculate the value of goodwill.
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Examiner Comments

The ratios were generally calculated accurately by students.
Part (b) of the question brought a range of responses but the question asked for possible
reasons for the differences. The example of a students work attached is exactly what the
examiners required and was therefore awarded the full 8 marks.
Some students merely stated the difference between the two ratios and failed to give any
possible reasons for those differences. Those students were not awarded marks for their
comments.
The part (e) evaluation attached was an excellent answer which highlighted a range of
strengths and weaknesses of each restaurant. Those strengths and weaknesses were then
balanced to arrive at a reasoned conclusion. The students work was awarded the full 8
marks. Had the levels based marking been applied to this response it would have been a
level 4 response and would probably have been awarded the full 12 marks.

Examiner Tip

Part (b) is a good example of how students need to read the question carefully and answer
the question asked by the examiners.
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Question 4
The question was answered well by most students. In part (a) students were generally
aware of the difference between bad debts and provisions for doubtful debts. Students were
also able to explain the differences with clarity. In part (b) students were much better at
identifying possible reasons for a credit balance on the control account than had been the
case in previous examinations.
In part (c) the control account was generally well presented but the credit entry for bad
debts was often recorded as a different number. The journal prepared by students varied
considerably in accuracy and very few students provided a narrative to the journal. The
provision for doubtful debts account was generally accurate.
In part (d) students were generally aware of the reasons providing the strengths and
limitations of control accounts.
Common errors:
•

Treatment of bad debts in the sales ledger control account

•

The journal entry and the provision of a narrative.

The student performed strongly throughout the question.
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Examiner Comments

This is another example of students good
work. The student provides a good distinction
between bad debts and provisions for doubtful
debts and was awarded the full 4 marks.
When part (b) has been examined in
previous series responses have been poor
but on this occasion we are pleased to report
that students responses were generally
appropriate. In the students work attached
the comments were awarded the full two
marks.
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Examiner Tip

Centres had clearly responded to
previous examiners reports. Reports and
mark schemes should be studied after
each examination series.

Question 5
Students answered this costing question better than has been the case with many other
costing questions in the past. Many answers were substantially accurate and high marks
were scored.
In part (a) most students scored high marks on the stock valuation and many students
accurately calculated the closing inventory value.
In part (b) many students were able to calculate the prime cost and present the information
in the correct format. The most common error was to miscalculate the direct labour cost. In
part (c) students generally adopted the correct formulae for the calculations.
In part (d) students evaluation of the use of Last In First Out (L.I.F.O) was excellent,
however again there was generally no conclusion which will be required under the New
Specification.
Most common errors:
•

Calculation of the direct labour cost in the manufacturing account extract.
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There has been a marked improvement in costing questions over recent examination series.
This was a further example of that strong improvement.
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Examiner Comments

The student calculated the inventory valuation of £1 230, although by a different route from
the one included in the model answer, and was awarded 10 marks.
In part (b) the student made an error in the calculation of the direct labour cost and failed
to include the label Prime Cost and was therefore awarded 9 marks.
In part (c) no adjustment had been made for the wastage of raw material and therefore 2
marks for (a)(i) and 3 marks for (a)(ii) were awarded.
Part (d) of the question was well answered with positives and negatives stated, therefore 4
marks were awarded.

Examiner Tip

Beware of using short cuts or not showing detailed workings. If students fail to do so, if they
get the answer correct full marks will be awarded, but if the answer is incorrect the student
may lose possible marks for workings.

24

IAL Accounting WAC01 01

Question 6
The question was not well answered by students, particularly in part (b).
In part (a) an understanding of the effects in the event of no formal partnership agreement
varied between students. Most students were aware that profits or losses would be shared
equally but few students were aware of all of the remaining legal implications.
Part (b) was not answered well by students. Very few students considered the effect of the
inventory revaluation. Many students failed to identify a payment to be made to the retiring
partner. A significant number of students also brought down a balance for both partners
even though one partner had retired.
In part (c) students prepared reasonable financial position statements from their work in
part (b) and the additional information. Many students failed to show the goodwill although
this was retained in the business. The evaluation in part (c) of the decision to retain goodwill
in the books was generally good and many students were aware of the difference between
purchased and non purchased goodwill.
Common errors were:
•

Other than an equal sharing of profits and losses, an understanding of the rules relating
to the distribution of profit in the absence of a formal partnership agreement.

•

Within the capital accounts accounting for the revaluation of inventory.

•

Failure to include goodwill in the statement of financial position.

Many students struggled on this question mainly because they failed to complete the capital
accounts with reasonable accuracy.
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Examiner Comments

Many students failed to post the capital accounts correctly which caused difficulties in the
remainder of the question. The example attached is one of the students better responses. In the
case of Poon the capital account is correct, the revaluation was made and the bank settlement
was identified correctly and no balance was carried forward.
In the case of Quan the student entered a debit entry for goodwill which was incorrect.
The student was awarded 8 marks for the question part on the own figure rule.

Examiner Tip

This was an example of a partnership question which was different in it's approach and one
which centres may wish to ensure that they work through with future cohorts of students.
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Question 7
Students generally provided inaccurate explanations of net realiseable value. Students
seemed to break into three equal groups in preparing this answer. One group did not
attempt this part of the question, another group confused the term with net book value on
non-current assets and explained the meaning of the latter. The third group's responses
stated that it was the current realiseable selling price, but failed to be precise that this price
was less any costs of placing the good in a saleable condition. Centres should reinforce the
meaning of this term for future examinations.
Part (b) of the question was answered very well with most students achieving high marks for
accurate answers.
In part (c) the student was required to establish the expected cost of sales from a 40%
mark up and then derive the inventory lost. Many students did this and were awarded high
marks. In the following example of a students work the answer is correct and well presented
and was awarded the full 11 marks.
A minority of students failed to work backwards from the expected cost of sales and were
unable to establish the inventory destroyed. The following example of a students work was
common and was awarded 5 marks.
Part (d) of the question was answered well with students aware of the effects of using Last
In First Out (LIFO) as a method of inventory valuation. A minority of students still confused
inventory valuation with inventory rotation.
Common errors were:
•

A failure to understand the term net realiseable value.

•

A failure to calculate the cost of sales from the mark-up.
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Students generally performed very well on this question. However the key to success was an
understanding of mark-up and how the cost of sales could be calculated.

Examiner Comments

This is an example of how students were required to answer the question. The key to that
calculation was to use the mark-up given in the question to establish the cost of sales.
Students could then work backwards to establish the expected value of the closing inventory
and hence the inventory destroyed. The answer was correct and was awarded 11 marks.

Examiner Tip

Students need to understand the difference between mark-up and margin and how to work
out revenue and cost of sales when one of these is not given.
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Examiner Comments

In this example the student has failed to use the mark-up to calculate the cost of sales
which could have been awarded on an own figure basis. Instead, the student has calculated
the cost of sales from the inventory balances and the purchases. The student was awarded 5
marks including 2 on the own figure rule.
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Paper Summary
Students answered most questions displaying a full range of Accounting knowledge and
skills. However, centres may wish to consider the following areas for improvement to assist
their students to achieve even higher standards in future examination series:
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•

Partnership scenarios where one partner is leaving or joining the business. Entries in
capital accounts and the preparation of a statement of financial position after the arrival
or departure of a partner.

•

A reasoned conclusion to the evaluation of scenarios set. Assess the importance of
factors in arriving at a conclusion.

•

Ensure that all students are using International Accounting Standards (IAS) terminology
and formats.
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Grade Boundaries
Grade boundaries for this, and all other papers, can be found on the website on this link:
http://www.edexcel.com/iwantto/Pages/grade-boundaries.aspx
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