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INTRODUCTION
The annual qualification review provides qualification–specific support and guidance to
centres. This information is designed to help teachers preparing to teach the subject and to
help candidates preparing to take the examination.
The reviews are published in September and take into account candidate performance,
demonstrated in both on demand and series examinations, over the preceding 12 months.
Global pass rates are published so you can measure the performance of your centre against
these.
The review identifies candidate strengths and weaknesses by syllabus topic area and
provides examples of good and poorer candidate responses. It should therefore be read in
conjunction with details of the structure and learning objectives contained within the syllabus
for this qualification found on the website.
The review also identifies any actual or proposed changes to the syllabus or question types
together with their implications.

PASS RATE STATISTICS
The following statistics are based on the performance of candidates who took this
qualification between 1 October 2008 and 30 September 2009.
Global pass rate

46.58%

Grade distributions
Pass
Credit
Distinction

29.88%
36.93%
33.19%

GENERAL STRENGTHS AND WEAKNESSES
Strengths



layout and presentation (most candidates)
time allocation (improved on previous year)

Weaknesses



lack of basic knowledge of Level 1 and 2 topics
written answers (whilst clear improvements over recent years too many candidates are
still just writing down everything they know instead of answering the question set)
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TEACHING POINTS BY SYLLABUS TOPIC
Syllabus Topic 1: Levels 1 and 2 revisited
Candidates must be aware that the syllabuses are cumulative, and the examiners are likely
to test issues from lower levels. These may, or may not be, of higher difficulty to allow for the
progression to Level 3.
The examiners expect candidates to be able to develop their knowledge of basic accounting
issues at the higher levels required at Level 3.
They are also very aware that other sections of the syllabus relate to Levels 1 and 2 - and
again more advanced questions will be set based on Level 1 and 2 topics.
Syllabus Topic 2: Valuation of stocks
Layout of calculations is vital here. This aids markers and will minimise loss of marks when
errors are made.
It is likely questions will include a written section and may well be combined with other
syllabus topics (e.g.) valuation of fixed assets.

Syllabus Topic 3: Valuation of fixed assets
The same comments apply as with valuation of stock.
Syllabus Topic 4: Partnerships
Candidates should be aware that they will not be penalised twice for any error, so should
ensure they carry on logically from their own figures, most notably in allocating profits.
Questions often link with other syllabus topics (e.g. Companies).
Syllabus Topic 5: Companies
There are several technical areas introduced in the Level 3 syllabus, notably issue of shares
(where forfeited shares is now a Level 4 topic) and redemption of shares. Questions will be
at a basic level on these issues, but candidates do need the basic technical knowledge.
Syllabus Topic 6: Accounting for groups of companies
The syllabus now includes both profit and loss accounts and balance sheets. Questions will
generally test basic areas, albeit in different ways.
Syllabus Topic 7: Cash flow statements
Having a thorough knowledge of the basic layout is vital here.
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Syllabus Topic 8: Accounting ratios
Candidates are usually better at ratios in the Level 2 syllabus, and are poor on investor
ratios. These ratios will be tested regularly so candidates need to improve their skills in this
area.

Syllabus Topic 9: Budgetary control
Cash budgets must be laid out in a clear way showing opening and closing balances clearly.
Budgeted Trading and Profit and Loss and Balance Sheets should be prepared in the same
way - and using the same double entry principles, as actual profit and loss accounts and
balance sheets.
Syllabus Topic 10: Introduction to decision making
Questions on these areas produce the widest range of marks, and as such are a vital
discriminator in determining success or failure. It is vital to set out answers clearly, so
examiners can follow through if basic errors are made. If so, candidates will be awarded
marks for carrying on logically (if markers can follow).
The best answered area is net present value, the worst accounting rate of return.
Syllabus Topic 11: Concepts and accounting framework
This area will not be examined as a complete written question; candidates are expected to
apply these principles in the preparation of the required financial statements in the other
areas of the syllabus. Parts of questions may ask candidates to briefly explain these
concepts and principles and how they are applied.
Examiners are aware, and allow for the fact that English is not the first language of many
candidates, and markers are spcifically instructed to be lenient on written sections.
Note only the basic principles of accounting standards are examinable.
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FURTHER GUIDANCE
1. Tutors and teachers are advised to use past examination questions as a key element
of exam preparation, as exam questions are usually similar in format to those on
previous examinations.
2. At least one question per examination is likely to cover explicit areas from Level 1 or
2, often at a higher standard but covering the same areas.

3. Candidates should be positively encouraged to attempt written sections which will
continue to appear as relatively small parts of questions. The examiners have no
intention of setting entirely written questions; computational questions will continue to
represent 75% or more of the paper.
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EXAMPLES OF CANDIDATE RESPONSES
Question 4 in the Series 2 2009 has been used to illustrate the type of responses given by
different categories of candidate.
QUESTION
The summarised Balance Sheet of Aston Ltd at 31 December 2008 was as follows:
£000
3,000
£000
1,800
400
800
3,000

Net assets
Ordinary shares of £1 each
Share premium
Retained earnings

Villa plc is considering acquiring Aston Ltd and believes that Aston Ltd will make a net profit
of £600,000 for the year ended 31 December 2009, accruing evenly over the year. Villa plc’s
policy is to write off goodwill at 10% per year, on a monthly basis.

REQUIRED
(a) Calculate the amounts to be included in the budgeted Consolidated Balance Sheet of
Villa plc, at 31 December 2009, in respect of Aston Ltd for Goodwill, Minority Interest
and Retained Earnings, on each of the alternative assumptions that:
(i)

all the shares in Aston Ltd were acquired by Villa plc on 1 January 2009 for
£3,500,000 cash
(ii) 75% of the shares in Aston Ltd will be acquired by Villa plc on 1 July 2009 for
£2,675,000 cash.
(16 marks)
(b) Assuming all the shares in Aston Ltd were acquired by Villa plc on 1 January 2009 show
the Journal entry necessary to record this transaction in the books of Villa plc. A
narrative is required.
(3 marks)

The Managing Director of Aston Ltd is not concerned about whether or not the takeover goes
ahead, and makes the following observations:
(i) no entries will be necessary in the books of Aston Ltd, in respect of the acquisition
(ii) no changes will be necessary to Aston Ltd’s accounting policies
(iii) the existing directors of Aston Ltd will continue to run the business.
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REQUIRED
(c) Discuss each of the Managing Director’s observations, concluding in each case as to
whether or not he is correct.
(6 marks)
(Total 25 marks)
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These answers were provided by candidates
ANSWER AT FAIL LEVEL
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Examiner comments





Laid out reasonably
Calculations inadequate and few correct figures
Journal the only strong section
Written part very brief, in wrong order and not very clear, especially (i) which scored
nothing.
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ANSWER AT BORDERLINE LEVEL

11

12

13

Examiner comments





Laid out clearly
Calculations inadequate, and accident prone. However candidate did carry on logically
and gained marks for doing so.
Journal narrative less clear but still did enough to score full marks.
Discussion decisive and response is as per the question but astray on (ci). The other
sections scored full marks.
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ANSWER AT DISTINCTION LEVEL

15

16

17

Examiner comments





Laid out clearly
Calculations set out in rows and columns, so as to help markers, and very largely
correct
Journal containing clear narrative with correct account headings
Comprehensive discussion which scored full marks. The answers give, as required, a
clear conclusion each time.
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