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Introduction
Pearson (LCCI) redeveloped the new specification at Level 3 Certificate in
Accounting (VRQ) (ASE20104) in October 2015 as a part of Finance and
Quantitative suite of qualifications from Level 1 to Level 4.
The Pearson LCCI Level 3 Certificate in Accounting (VRQ) gives candidates
an overview of the fundamental accounting principles and concepts that
underlie all financial accounting. Candidates are introduced to topic areas
they are likely to encounter in their working lives in practical, scenariobased situations.
The qualification has been developed to allow candidates to progress to
the Pearson LCCI Level 4 Certificate in Financial Accounting (VRQ), which
extends and introduces new advanced topic areas in this field.
The assessment is of 115 marks comprising of a total of 5 questions. All
the questions are compulsory.
This assessment covered these topics:
•
•
•
•
•
•
•

accounting concepts and framework
recording financial transactions
Preparation of an extended trial balance
preparation of financial statements
interpretation of financial statements
budgetary control
Introduction to decision making

Candidates performed very well on preparation of extended trial balance
with adjustment and statement of profit or loss columns, consolidated
statement of profit or loss, reconciliation of profit to net cash from
operating activities, statement of cash flows, calculation of breakeven
point and calculations for payback period, accounting rate of return and
net present value for the capital investment appraisal.
To progression to higher levels and to score high grades candidates must
demonstrate the underpinning knowledge and understanding of
fundamentals relating to financial and management accounting. This can
be achieved by preparing candidates according to the specification and by
combining the theory and practice.
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Question 1
Majority of the candidates scored below average marks for this question.
Part (a)(i-iii) Majority of the candidates stated the interests of the
suppliers and competitors but struggled with the trade unions interests.
See below an example of (a)(i-iii)

Part (b) Candidates were unable to state two differences between the
financial accounting and management accounting , where candidates
made an effort, they stated only one either financial accounting or
management accounting.
See below an example of (b)

Part (c) only well prepared candidates were able to define the qualitative
characteristics provided (relevance and faithful representation) according
to the International Accounting Standards Board Framework.
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See below an example of (c)

Part (d) was not answered very well as expected. Majority of candidates
were able to state only one advantage and one disadvantage of trading as
a limited company.
Part (e) was not answered very well. Majority of the candidates stated the
reasons for the cash budget to know inflows and out flows rather than the
reasons for a business to prepare a budget.
Part (f) was answered very well by majority of the candidates.
See below an example of (f)

Part (g)(i) and (ii) Majority of the candidates were able to state the
concepts and entries correctly relating to the depreciation on non-current
assets. But few candidates were unable to record the journal entry to
record the depreciation on non-current assets.
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See below an example of (g)(i and ii)

Examiner Comments
Candidates must practice on theory behind the accounting
procedures and practices.
Examiner Tip
Candidates must state both sides to get the credit for the
difference /comparison questions.
Candidates must use the specific terminology/words for
define and describe questions according to the accounting
standards and framework.
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Question 2
Overall performance on this question was average by majority of the
candidates.
Part (a) Trial balance columns of the extended trial balance was
completed by opening the suspense account to balance the trial balance.
Part (b) Majority of the candidates were able to complete the adjustment
columns by completing the journal entries relating to the transactions
provided in the question. Main mistakes were not recording the entries
correctly in the right cell/row and not labelling the closing inventory
entries with the labels such as statement of financial position (SOFP) and
statement of profit or loss (SOPL) to show the debit and credit entry.
Part (c) on statement of profit or loss was answered well by majority of
the candidates by using the trial balance and adjustment columns
correctly. Main mistakes were not to balance the statement of profit or
loss columns to calculate the profit for the year and including the closing
balance for allowance for doubtful debts, other payables (accruals-rent
payables) and other receivables (prepayments-insurance) in these two
columns for the statement of profit or loss.
Part (d)(i) and (ii) was not answered very well by majority of the
candidates. Candidates were expected to explain the reason/s for using
the specific method for charging depreciation according to the type of the
non-current assets provided, according to how the non-current assets
depreciate(decrease) in their value due to their usage in business.
Examiner Comments
Candidates must use the existing accounting names provided
for the journals in the adjustment columns provided and
open up new ones only.
Candidates must start the closing inventory entries with
correct labels and figures to get the full credit.
Change in the allowance for doubtful is always through
allowance for doubtful adjustment account. The allowance for
doubtful debts account provided in the list is to show the
closing balance for the statement of the financial position
columns.
Candidates must use the new terminology for the labels for
all the entries.
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Examiner Tip
Candidates must ensure that the total of the trial balance,
adjustment columns and statement of profit or loss (and if
there is statement of financial position columns) must
balance.
To balance the trial balance, open up the suspense account.
The statement of the profit or loss will have the difference as
either the profit for the year or loss for the year.
Statement of profit or loss should have only the revenue and
expenses (the assets and liabilities are recorded in the
statement of financial position columns only).
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Question 3
Majority of the candidates scored above average marks on this question.
Part (a) on consolidated statement of profit or loss was answered well by
majority of candidates by adjusting the revenue and cost of sales for the
inter-company adjustment after taking into account the mark-up of 60%.
Main mistakes were not labelling the figures correctly such as profit for
the year, profit attributable to equity holders of the parent and noncontrolling interest after calculating the profit for the year.
See below an example of (a)

Part (b) Candidates were unable to calculate the net profit percentage
using the profit from the operations despite the fact it was clearly stated
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in the question. Candidates also had problem stating the answers to two
decimal places as required in the question.
See below an example of (b)

Examiner Comments
Candidates must use the new terminology for the labels for
all the items in the financial statements.
Candidates must show the split of the profit between t the
equity holders of the parent and non-controlling interest after
calculating the profit for the year.
Candidates must use the instruction provided for the ratio
calculations.

Examiner Tip
Follow the format for financial statements including the
labels, subtotal and total according to the financial
statements given in the question.
After calculating the profit for the year, the consolidated
statement of profit or loss must be have the split of profit as
follows:
$
Profit attributable to
Equity holders of the parent (Balancing figure= 39 025)
Non–controlling interest (always the profit of the subsidiary
x% for non- controlling interest=
14060x 25%=3 515)
42 540
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Question 4
Majority of the candidates scored above average marks on this question.
Part (a) Well answered by majority of the candidates. The reconciliation of
the profit for the year to the net cash from operating activities was
prepared by showing workings for the depreciation and profit on disposal
and after treating the working capital adjustments correctly. Main
mistakes were not labelling the profit for the year and net cash from
operating activities.
See below an example of (a)

Part (b) Candidates prepared statement of cash flows by showing the
individual items for investing and financing activities and bringing the net
cash flow from operating activities from part (a). Main mistakes were not
labelling the subtotal figures correctly and showing the net increase in
cash and cash equivalents correctly.
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Examiner Comments
Candidates must use a correct label for all the transactions
recorded and sub totals for all the financial statements.

Examiner Tip
Last two rows of statement of cash flows must end with the
cash and cash equivalents at the beginning of the year and
at the end of the year with the figures provided.
Candidates must not change these figures.
Candidates must ensure that the net increase or decrease in
cash and cash equivalents during the year must be equal to
the difference in the cash and cash equivalent at the
beginning and at the end of the year.

11

LCCI Certificate in Accounting ASE20104

Question 5
Majority of the candidates scored above average marks for this question.
Part (a)(i) Majority of the candidates calculated the net cash inflows for
each of the four years by adjusting the revenue for each of the years as
required. Main mistakes were relating to the revenue of the third and
fourth year.
See below an example of (a)(i)

Part (a)(ii) Majority of the candidates had problem with calculating the
payback period correctly based on their figures from a (i).
See below an example of (a)(ii)

Part (a)(iii) Majority of the candidates calculated the profit after adjusting
the depreciation for the year but had problem working out the average
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cost of investment. But performance was better on accounting rate of
return compared to previous series.
Part (a)(iv) Majority of the candidates calculated the net present value by
deducting the initial investment correctly and presented the information in
a table.
See below an example of (a)(iv)

Part (b) Candidates stated the obvious facts to choose the specific
machine by stating payback period, accounting rate of return and net
present value higher or lower rather than analysing these and majority of
the candidates were unable to choose one particular method of capital
investment appraisal to use to make the decision.

13

LCCI Certificate in Accounting ASE20104

See below an example of (b)

Examiner Comments
Candidates must follow the instructions given in the question
to calculate the cash inflows and outflows.
Candidates must present their calculations in an organised
manner such as a table.
Candidates must develop beyond the obvious facts to get the
higher credit for analysis and evaluation questions.

Examiner Tip
Candidates must present their calculations in an organised
manner such as a table.
Use correct formulae for accounting rate of return.
Express payback period (year/months or as required) ,
accounting rate of return (%) and net present values ($)
correctly.
For an evaluation at the end candidates must justify the
reason/s for the decision.
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Paper Summary
Candidates demonstrated clear understanding on preparation of financial
statements including consolidated and different methods of capital
investment decision.
The candidates will benefit from the following:
•
•
•
•
•
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Candidates must learn and practice the definitions of the key terms
according to the accounting standards and framework stated in the
specification.
Candidates must practice journal entries for the adjustments and
business transaction and then recording these in adjustment
columns of extended trial balance.
Candidates must practice on analysing the financial information.
Candidates must show their workings with reference number such
as W1, W2 etc on the lined pages of the question paper.
Candidates must learn and practice the International Accounting
Standards (IAS) terminology and formats to show subtotal and
totals including the labels for financial statements.
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Grade Boundaries
Grade boundaries for this, and all other papers, can be found on the
website on this link:
http://qualifications.pearson.com/en/support/support-topics/resultscertification/grade-boundaries.html
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