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Introduction
Welcome to the Teacher’s Delivery Guide for Pearson LCCI Level 2 Certificate in
Bookkeeping & Accounting (ASE20093). We are delighted that you are interested in
teaching this qualification, and have provided this free resource – written by teachers
– to support your delivery of the specification. It was created to support both new and
existing LCCI teachers and is based on the content of the latest specifications.
LCCI qualifications (set up originally by the London Chamber of Commerce and
Industry) have an established reputation dating back to 1887, when the first exams
were set in Bombay (now Mumbai). In 2011 this qualification suite became part of the
Pearson portfolio, which also includes academic qualifications (e.g. GCSE and GCE
Level) and vocational qualifications (e.g. BTEC). Now, these qualifications are offered
in over 90 countries and over 250,000 LCCI exams are taken annually by learners all
over the globe.
Some of the key features and benefits of the new finance and quantitative qualifications include:
●

Comprehensive support – Each qualification in the new suite is supported by a free
Teacher’s Delivery Guide; marketing materials to help you recruit learners; and past
papers with mark schemes as well as full examiner reports following each exam.

●

Professional body recognition – We have received a number of exemptions from
Professional Bodies such as ACCA, CIMA and ICAEW. For more information, please
visit the Progression area within the Pearson website (qualifications.pearson.com/
lcci).

●

Higher body recognition – UCAS points are due to be confirmed on the new LCCI
Level 3 titles in 2016, so look on the website for details.

●

Employer recognition – LCCI qualifications have a long history of being sought
after by local employers, particularly in some countries where the brand is regarded
as the market-leading finance qualification.

●

100% external assessment – All the exams are set and marked by Pearson, which
gives the qualification credibility amongst external stakeholders (like employers,
Higher Education) and means you can be confident of the standards of the qualification. These qualifications will also follow the same awarding process as general
(academic) qualifications, and grade boundaries will be set for each exam and
published after the exam has been set, to ensure that standards remain consistent
over time.

●

Mapped to International Accounting Standards (IAS) – This will ensure learners
understand the accounting practices that countries are increasingly adopting.

●

Clear specification and exam format – The specification is laid out in a more
concise format, and the mark scheme clearly outlines how mark allocation works
and is consistent between the levels and qualifications.

v
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●

Assessment objectives – These detail all the different ways that content may be assessed
in the exam. For example, listing ‘depreciation’ under assessment objective 1 (memorise) may require learners to recall or state methods of depreciation, whilst for assessment objective 2 (perform procedures) learners may be required to demonstrate using
methods of depreciation, and so on.

It is essential that you familiarise yourself with the full requirements of the specification
through close reading of the document. This guide is purely for support purposes and is
not designed to be a substitute for the specification itself.
Below is an overview of the different features to be included in the delivery guide
including:
●

What’s new – provides a useful summary of key changes between the old and the new
specification, as well as highlighting the key aspects of the new course.

●

Delivery guidance – provides suggestions on how to plan and teach the new LCCI suite
of qualifications.

●

Scheme of work – contains a table illustrating how to deliver the qualifications within
the Guided Learning Hours (GLH) with ideas for possible activities and resources to use
with learners.

●

Preparing learners for external assessment – guidance on how to help prepare
learners for the external assessment in the new LCCI qualifications.

●

Command words – a list of the key command words and their definitions used in the
sample assessment material.

●

Practice exercises – questions for you to use with learners to develop their skills, which
are additional to the questions provided in the student textbook.

●

Further reading and resource suggestions – suggestions of further printed and online
resources that you may find beneficial when delivering the new LCCI qualification.

●

IAS glossary – detailing the key IAS terminology used in the new suite.

We hope you find this guide of use when teaching.
We encourage you to check the Pearson website (qualifications.pearson.com/lcci)
and search for this qualification to download a range of free learner resources and further
support for your delivery of this qualification.

vi
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Chapter

1

What’s new

The Pearson LCCI Level 2 Certificate in Bookkeeping and Accounting is a single unit qualification which is part of the redevelopment of the suite of LCCI Finance and Accounting
qualifications. It replaces the previous specification and consists of a range of topics areas
that will prepare the learner to perform essential tasks within an accounting environment.
Level 2 Bookkeeping and Accounting has been divided into sections which have been
subdivided into subject content and what the students need to learn. Learners are no longer
specifically required to study Inventory valuation at this level.
There are no new topics. However, the syllabus topics provided previously have been
adjusted to facilitate their delivery. Teachers should concentrate on, and deliver, the
knowledge, skills and understanding outlined in the ‘what students need to learn’ section
of the specification to enable full understanding of the unit.
An example scheme of work has been provided, however, it is not intended to be
prescriptive. Learners’ skills will be developed to enable them to perform accounting procedures in the workplace. The scheme of work allows lots of practice tasks which should be
as near as possible to the tasks required at this level in the workplace. Consolidation weeks
have been incorporated and can be used to review areas of weakness or further practice.
Bookkeeping and Accounting can be a complicated subject and the scheme of work has
been written to introduce topics slowly before consolidating all areas ready for examination.
The example scheme of work initially covers a review of basic bookkeeping including
control accounts before moving on to the correction of errors found before and after the
completion of the trial balance using the suspense account and the journal.
The teacher can then introduce the bookkeeping entries required to adjust the financial
statements.
This qualification looks at the preparation of financial statements of different types of
businesses using the appropriate layout and terminology. The consolidation weeks can be
used for revision and reinforcement where required.
In brief, the learner should be able to complete the activities shown in the following table.

1
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Subject content

The learner should be able to:

1.1

The principles of double-entry

Follow tutor led practical activities
demonstrating the use of values to prove the
accounting equation.
Undertake exercises in which they prepare
ledger accounts from given data.
Understand the purpose and nature of
different ledgers.

2.1-2.2

Control accounts

Follow tutor led practical activities
demonstrating their understanding of control
accounts and the preparation of trade
receivables and trade payables control
accounts.

3.1

Correction of errors

Undertake exercises using tutor produced
material to correct errors in the double-entry
using the journal.

3.2

The journal

Undertake tasks using the journal for nonstandard entries.

4.1

Depreciation

Understand and account for the acquisition
and disposal of non-current assets and their
depreciation.

4.2

Bad debts and allowance for
doubtful debts

Account for irrecoverable debts and make
allowances for doubtful debts.

4.3

Adjusting for accruals and
prepayments

Understand the need to adjust the income
and expenditure accounts.

5.1

Partnerships as a business
relationship

Understand why owners might form a
partnership and be able to prepare the
appropriation, capital and current accounts.

6.1

Principles of accounting for
limited companies

Prepare the financial statements of a limited
company using correct layout and headings.

7.1

Principles of incomplete records

Prepare the financial statements of a business
where records are incomplete for accounting
purposes.

8.1

Principles of manufacturing
accounts

Prepare the financial statements of a
manufacturing company using correct layout
and headings.

9.1

Principles of accounting for nonprofit making organisations

Understand the terminology relating to nonprofit making organisations and prepare the
financial statements using correct layout and
headings.

10.1

The calculation and interpretation
of accounting ratios

Calculate and explain profitability and liquidity
ratios for a specified business.

2
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Chapter 1 What’s new

International Accounting Standards (IAS)
The new specification introduces the teacher and learner to IAS terminology. The terms that
are used in this unit are given in the specification.
Assessment Objectives (AO)
Assessment Objectives have been developed for this qualification. This ensures that examinations are appropriately targeted, consistent and learners are challenged. In all examinations
for Bookkeeping and Accounting Level 2, learners are primarily assessed on performing
procedures. This means, for example, 64% of this qualification will assess recording
business transactions, use appropriate accounting techniques and prepare financial reports/
statements. Students are also assessed on how they demonstrate their understanding by the
way they communicate their understanding.
Assessment
Learners will be assessed on the content indicated in the specification under ‘what students
need to learn’.
Note: Not all of the subject content will be assessed at one sitting but all will be tested
over time.
Examinations
You should ensure learners have sufficient time for supported study and are well prepared
for the final examination. It is important that the learner is aware of this before taking the
exam.
Exams are written to discover not only how much of your subject the learner knows
but also the associated skills that they are expected to demonstrate. For example, not only
knowing what a financial statement is but also being able to produce one to a professionally
acceptable standard. Marks will be based on how effectively the learners meet these skills.
It is important therefore to know the proportion of marks awarded for each AO. This information is included in the specification.

3
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Chapter

2

Delivery guidance

This new suite of LCCI ﬁnance and accounting qualiﬁcations aims to prepare learners
for the accounting profession. Qualiﬁcations range from Level 1 to Level 4 covering
aspects of manual and computerised bookkeeping, accounts and statistics. Levels 1–3 are
aimed at learners aged 16+. Level 4 is aimed at learners who are 18+ and already in the
workplace.
As these are vocational qualiﬁcations, it is imperative that you use a variety of delivery
methods to engage learners and ensure they develop the appropriate knowledge, understanding and skills, which will help them to be successful in their future careers.

Planning:
●

Prior to recruiting learners onto the course, it is important to establish what qualification level they are already working at and that they have the sufficient motivation and
interest in accounting to enable them to be successful. Their previous academic history
and prior qualifications will help you to determine this.

●

The minimum age of learners in the specification should be used as a guide for recruitment, rather than as a compulsory requirement.

●

It is essential that you read the whole specification to familiarise yourself with its
requirements.

●

If you are already experienced in delivering LCCI finance and quantitative qualifications,
it is worth familiarising yourself with the differences between the old and new specification, which is also summarised in the ‘What’s new’ section of the delivery guide.

●

It is important to plan sufficient time to deliver the whole course. The Guided Learning
Hours (GLH) for each qualification provides an indication of how long is needed to
deliver the course in its entirety. The example Scheme of Work provides you with a
suggestion of how to plan the time over the course.

Delivery:
●

Visit the website qualifications.pearson.com/lcci and search for this qualification to find
supporting resources to use with your learners.

●

Use International Accounting Standards (IAS) terminology with learners from the
outset of the course. A glossary is included in the qualification specification, in this
guide and on the qualification website, that you can give to learners.

5
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●●

Recap the previous session at the start of each lesson. This will provide an opportunity to
monitor learner progress and encourage questions.

●●

Develop each new topic from simple to complex incorporating realistic examples.

●●

In order to engage learners you should incorporate a variety of delivery methods which
allow for different learning styles. For example, pair and group work. It is recommended
that you have a maximum group size of three as learners do not get enough chance to
speak in large groups.

●●

Change the pace of the lesson by breaking things up a bit, i.e. different activities, timed
tasks and different materials.

●●

Let the students make mistakes. They need to. We all learn best through making mistakes.

●●

It’s a good idea to let learners check their answers with each other before feeding back
to you.

●●

Use practice exercises to develop learners’ skills. These could be class based or set as a
homework assignment.

●●

You should encourage learners to complete additional tasks – for example, exercises from
suitable textbooks, real-life scenarios from business and financial pages in newspapers or
from websites to help contextualise the content for learners.

●●

At the end of each topic you can incorporate, into your teaching, a mini test to help
consolidate learning.

It is important that you ensure learners’ understanding over time and encourage learners
to develop good study skills from the beginning of the course. It will make it easier when it
comes to revision.

6
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Chapter

3

Scheme of work

Level 2 Bookkeeping and Accounting
This scheme of work is intended to be an example and not be prescriptive. It is provided to
help you make the most of your planning time. You can adjust the session order to suit your
circumstances and customise it by adding your own activities/lesson ideas to the ‘Activities’
column. There are opportunities to add subject matter individual to your students, e.g.
consolidation sessions or progress tests. Note that the order of unit content given here may
not be the same as in the qualification specification.
Learners’ skills will be developed to enable them to perform bookkeeping procedures in
the workplace. The scheme of work allows lots of practice tasks which should be as near as
possible to the tasks required at this level in the workplace.
Bookkeeping can be a complicated subject and the scheme of work has been written to
introduce topics slowly and logically before consolidating all areas ready for examination.
The example scheme of work looks at providing students with a solid grasp of basic
principles before moving onto the more advanced areas of each topic. In many cases, it will
be possible to incorporate earlier content, e.g. adjustments into later activities, in order to
provide opportunities to reinforce knowledge, skills and understanding. Indeed, teachers
may welcome the opportunity to emphasise that these topics are not a separate block that
can be treated in isolation by bringing elements from earlier parts of the syllabus into later
sections.
It is recognised that many of the topics can be delivered sequentially and this scheme of
work attempts to provide a logical running order. It is also recognised, however, that there
may be many other valid approaches that the teacher might prefer to adopt. While progress
tests might provide a structured series of learning checks, teachers might also decide that a
less formal approach is desirable.
Guided learning hours: 150
Number of lessons: 60
Duration of lessons: 2.5 hours

7
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Lesson

Unit content
Unit introduction

1

Activities

●●

Teacher presentation (approx. 10 minutes) to
introduce the unit: outline the nature of the key topics
and terms and assessment verbs. Outline the method
of assessment in this unit

●●

Ice breakers: these may consist of ‘getting to know
you’ activities (where the group is divided into pairs
and each learner finds out three interesting things that
can be presented to the whole group) or team building
tasks (involving learners working in groups of 4–5)

●●

Group discussion: to assess any prior experience/
learning/knowledge

●●

Teacher presentation: An introduction to Assets,
Liabilities and Equity: explain how the accounting
equation relates to the double-entry system. Explain
and demonstrate the dual effect principle, separate
entity principle, accounting equation as well as the
effects of transactions on the accounting equation

●●

Teacher led discussion: to review lesson and ensure
understanding

Suggested
resource
checklist
Specification
Interactive
whiteboard
Ice breaker
activities

1 Recording Financial Transactions
1.1 The principles of double-entry accounting
Principles of
double-entry
accounting 1

●●

Teacher presentation: (approx. 10 minutes) to review
previous session

Interactive
whiteboard

●●

Teacher led activity: demonstration of how
transactions involving the movement of assets,
liabilities and capital are recorded on the debit or credit
side of ledgers (‘t-accounts’). Explanation/discussion
of the need for separate purchase, purchase returns,
sales and sales returns accounts and demonstration of
usage, balancing off of these accounts and extraction
of trial balances. Set tasks

Task sheets
and answers
(optional)

(assets, liabilities
and capital and the
problem of stock)

2
●

Student activity: students participate in discussions
and complete, individually or in pairs, task involving
entering transactions into the ledgers, balancing off
and extracting simple trial balances

●●

Teacher activity: ensure student participation in class
discussions, set student tasks, provide support and
solutions/feedback

●●

Teacher led discussion: to review lesson and ensure
understanding

Textbook

8
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Chapter 3 Scheme of work

Lesson

Unit content
Principles of
double-entry
accounting 2

Activities

●

Teacher presentation: (approx. 10 minutes) to review
previous session

Interactive
whiteboard

●

Teacher led activity: explanation and demonstration
of the entries made to record expenses and revenues,
balancing off of these accounts and extraction of trial
balances. Introduction of tasks covering all aspects of
sessions 2 and 3. Set tasks

Task sheets
and answers
(optional)

(expenses and
revenues, overview)

3

Principles of
double-entry
accounting 3

●

Student activity: completion, individually or in pairs,
of tasks involving the recording of expenses and
revenues as well as the overview tasks

●

Teacher activity: ensure student participation in class
discussions, set student tasks, to provide support and
solutions/feedback

●

Teacher led discussion: to review lesson and ensure
understanding

●

Teacher presentation: (approx. 10 minutes) to review
previous session

●

Teacher led activity: example activities: administration
of a submitted progress test that is marked before
session 5

●

Student activity: students to complete the progress
test individually

●

Teacher activity: to provide support and solutions/
feedback to summary exercise and to mark progress
tests before session 5

(Progress test 1)
4

Suggested
resource
checklist

Textbook

Progress test

2. Control Accounts
2.1 The preparation of control accounts, and
2.2 The reconciliation of control accounts

5

Trade receivables/
trade payables
ledger control
accounts and
the (subsidiary)
receivables (sales)/
payables (purchase)
ledgers

●

Teacher presentation: (approx. 10 minutes) to
provide feedback on progress tests

Interactive
whiteboard

●

Teacher presentation: demonstrations of how the
trade receivables (sales)/trade payables ledger control
accounts and the (subsidiary) receivables (sales)/
payables (purchase) ledgers interact including minority
balances. Set tasks

Task sheets

●

Student activity: working individually or in pairs,
completion of tasks involving the preparation of the
receivables (sales)/purchase (payables) ledgers and the
control accounts including minority balances

●

Teacher activity: to provide support and solutions/
feedback to activities

●

Teacher led discussion: (approx. 10 minutes) to
review lesson and ensure understanding

Answers to
tasks
Textbook

9
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Lesson

Unit content
Control account
reconciliations

Activities

●●

●●

●●

6

●

●●

Teacher presentation: (approx. 10 minutes) to review
previous session
Teacher presentation: demonstrations of how to
reconcile the receivables/payable ledgers and trade
receivables/trade payables control accounts and
how this process can be used to identify errors and
omissions. Set tasks
Student activity: working individually or in pairs,
complete tasks involving the reconciliation of the
receivables/payable ledgers and trade receivables/trade
payables control accounts and identifying where errors
have occurred and why they have caused a problem
Teacher activity: to provide support and solutions/
feedback to activities
Teacher led discussion: (approx. 10 minutes) to
review lesson and ensure understanding

Suggested
resource
checklist
Interactive
whiteboard
Task sheets
Answers to
tasks
Textbook

4 Adjustments in Financial Statements
4.1 Accounting concepts
Sole trader financial
statements –
income statements

●●

●

7
●●

●●

●●

Teacher presentation: (approx. 10 minutes) to review
previous session
Teacher activity: explain the information contained
within an income statement and how it can be used to
assess trends in business performance; walk-through
example of how to prepare an income statement from
a trial balance in order to arrive at gross profit and
profit for the year
Student activity: complete, individually or in pairs,
exercises involving production of income statements
Teacher activity: to provide support and solutions/
feedback to activities
Teacher led discussion: (approx. 10 minutes) to
review lesson and ensure understanding

Interactive
whiteboard
Task sheets
and answers
(optional)
Textbook

10
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Lesson

Unit content
Sole trader financial
statements –
statements of
financial position

Activities

Suggested
resource
checklist

Teacher presentation: (approx. 10 minutes) to review
previous session
Teacher activity: explain the information contained
within a SOFP and how it can be used to assess the
value of different elements of a business over time
(assets, liabilities and equity); walk-through example
of how to prepare an income statement from a trial
balance; distinguish between current and non-current
assets/liabilities; re-visit the accounting equation and
identify its relevance to the layout of the SOFP in IAS 1
(Financial Statements) format; encourage discussion of
the need for consistency in the preparation of financial
statements as an introduction to an explanation of the
main accounting concepts of accruals, business entity,
consistency, going concern, materiality, prudence and
realisation
Student activity: complete, individually or in pairs,
exercises involving production of statements of
financial position. Participate in discussion of the
need for consistency in the preparation of the financial
statements and the main accounting concepts
Teacher activity: to provide support and solutions/
feedback to activities
Teacher led discussion: (approx. 10 minutes) to
review lesson and ensure understanding

Interactive
whiteboard

●

Teacher presentation: (approx. 10 minutes) to review
previous session

Interactive
whiteboard

●

Teacher activity: explain the concept of depreciation
and why it needs to be accounted for; walk-through
demonstration of the methods used to account for
depreciation - straight line, reducing balance and
revaluation

Task sheets
and answers
(optional)

●

●

Accounting
concepts

8

●

●

●

Task sheets
and answers
(optional)
Textbook

4.2 Accounting for depreciation
Depreciation
– straight-line,
reducing-balance
and revaluation
methods

9

●

Student activity: complete, individually or in pairs,
exercises involving calculation of depreciation using
both straight-line, reducing-balance and revaluation
methods of depreciation

●

Teacher activity: to provide support and solutions/
feedback to activities

●

Teacher led discussion: (approx. 10 minutes) to
review lesson and ensure understanding

Textbook

11
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Lesson

Unit content
Acquisitions and
disposals of noncurrent assets

Activities

●●

Teacher presentation: (approx. 10 minutes) to review
previous session

Interactive
whiteboard

●●

Teacher activity: explanation and demonstration
of the accounting entries relating to the acquisition
and disposals of non-current assets including the
calculation of the profit or loss arising from disposals

Task sheets
and answers
(optional)

●●

Student activity: complete, individually or in pairs,
exercises involving making the accounting entries
relating to the acquisition and disposals of non-current
assets including the calculation of the profit or loss
arising from disposals

●●

Teacher activity: to provide support and solutions/
feedback to activities

●●

Teacher led discussion: (approx. 10 minutes) to
review lesson and ensure understanding

●●

Teacher presentation: (approx. 10 minutes) to review
previous session

Interactive
whiteboard

●●

Teacher activity: walk-through example of how
depreciation is incorporated into the income statement
and the SOPL to show its impact on the financial
statements

Task sheets
and answers
(optional)

●●

Student activity: complete, individually or in pairs,
exercises involving preparation of sole trader financial
statements including depreciation

●●

Teacher activity: to provide support and solutions/
feedback to activities

●●

Teacher led discussion: (approx. 10 minutes) to
review lesson and ensure understanding

10

Depreciation
and the financial
statements

11

Suggested
resource
checklist

Textbook

Textbook

4.4 Accounting for accruals and prepayments
Accruals and
prepayments

●●

Teacher presentation: (approx. 10 minutes) to review
previous session

Interactive
whiteboard

●●

Teacher activity: introduce the concept of accruals
and prepayments using appropriate business
transactions; explanation of the need for accruals
and prepayments including reference to accounting
concepts, demonstration of the correct identification,
calculation and recording of accrued and prepaid
expenses. Set tasks

Task sheets

12
●●

Student activity: completion, individually or in pairs,
of tasks involving calculation of expenses when
prepayments and accruals have occurred

●●

Teacher activity: to provide support and solutions/
feedback to activities

●●

Teacher led discussion: (approx. 10 minutes) to
review lesson and ensure understanding

Answers to
tasks
Textbook

12
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Chapter 3 Scheme of work

Lesson

Unit content
Accruals,
prepayments
and the financial
statements

Activities

Suggested
resource
checklist

●

Teacher presentation: (approx. 10 minutes) to review
previous session

Interactive
whiteboard

●

Teacher activity: demonstration of how accrued and
prepaid expenses appear in the financial statements of
the sole trader. Set tasks

Task sheets

●

Student activity: completion, individually or in pairs, of
tasks involving preparation of a sole trader’s financial
statements when prepayments and accruals have
occurred

Textbook

●

Teacher activity: to provide support and solutions/
feedback to activities

●

Teacher led discussion: (approx. 10 minutes) to
review lesson and ensure understanding

13

Answers to
tasks

4.3 Accounting for irrecoverable debts
Bad (irrecoverable)
debts and
allowances for
doubtful debts

●

Teacher presentation: (approx. 10 minutes) to review
previous session

Interactive
whiteboard

●

Teacher activity: discussion of what irrecoverable
debts (bad debts) are and why they happen.
Demonstration of double-entry for writing off
irrecoverable debts. Explanation of the need for
allowances for doubtful debts and walk-through
example of the accounting treatment of allowances for
doubtful debts. Set tasks

Task sheets

14

Irrecoverable debts
and the financial
statements

Answers to
tasks
Textbook

●

Student activity: participate in discussions.
Completion, individually or in pairs, of tasks involving
recording irrecoverable debts and the creation/
adjustment of the allowance for doubtful debts

●

Teacher activity: to provide support and solutions/
feedback to activities

●

Teacher led discussion: (approx. 10 minutes) to
review lesson and ensure understanding

●

Teacher presentation: (approx. 10 minutes) to review
previous session

Interactive
whiteboard

●

Teacher activity: demonstration of how irrecoverable
debts and the allowance for doubtful debts appear in
the final accounts of the sole trader. Set tasks

Task sheets

●

Student activity: completion, individually or in pairs,
of tasks involving preparation of a sole trader’s final
accounts when irrecoverable debts or allowances for
doubtful debts have occurred

Textbook

●

Teacher activity: to provide support and solutions/
feedback to activities

●

Teacher led discussion: (approx. 10 minutes) to
review lesson and ensure understanding

15

Answers to
tasks

13
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Lesson

Unit content
Adjustments
– overview

Activities

●●

Teacher presentation: (approx. 10 minutes) to review
previous session

Interactive
whiteboard

●●

Teacher presentation: introduction of tasks that
involve the bookkeeping for depreciation, accruals/
prepayments and irrecoverable debts as well as the
production of financial statements including all three

Task sheets

●●

Student activity: completion, individually or in pairs,
of tasks involving the bookkeeping for depreciation,
accruals/prepayments and irrecoverable debts as well
as the production of financial statements including all
three

●●

Teacher activity: to provide support and solutions/
feedback to activities

●●

Teacher led discussion: (approx. 10 minutes) to
review lesson and ensure understanding

●●

Teacher presentation: (approx. 10 minutes) to review
previous session

●

Teacher led activity: administration of a submitted
progress test that is marked before session 19

●

Student activity: students to complete the progress
test individually

●●

Teacher activity: to provide support and solutions/
feedback to summary exercise and to mark progress
tests before session 19

16–17

Adjustments
(Progress test 2)

18

Suggested
resource
checklist

Answers to
tasks
Textbook

Progress test

3. Correction of Errors and the Journal
3.3 The journal
The journal

19

●●

Teacher presentation: (approx. 10 minutes)
feedback from progress test

Interactive
whiteboard

●●

Teacher presentation: explanation and demonstration
of how the journal is used to record the opening and
closing of a set of books, the purchase or sale of a
non-current asset, transfer period end balances to the
financial statements and internal transfers of balances.
Set tasks

Task sheets

●

Student activity: completion, individually or in pairs,
of tasks constructing the journals for the opening
and closing of a set of books, the purchase or sale
of a non-current asset, transfer period end balances
to the financial statements and internal transfers of
balances

●

Teacher activity: to provide support and solutions/
feedback to activities

●●

Teacher led discussion: (approx. 10 minutes) to
review lesson and ensure understanding

Answers to
tasks
Textbook

14
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Chapter 3 Scheme of work

Lesson

Unit content

Activities

Suggested
resource
checklist

3.1 Correction of errors not affecting the trial balance
Errors and
the journal
(non-suspense)

●

Teacher presentation: (approx. 10 minutes) to review
previous session

Interactive
whiteboard

●

Teacher presentation: demonstration of the types of
errors that are not disclosed by the trial balance and
their correction in the journal. Set tasks

Task sheets

●

Student activity: completion, individually or in pairs,
of tasks involving the identification of errors not
disclosed by the trial balance and the construction of
the journals required to correct them

Textbook

●

Teacher activity: to provide support and solutions/
feedback to activities

●

Teacher led discussion: (approx. 10 minutes) to
review lesson and ensure understanding

20

Answers to
tasks

3.2 Correction of errors affecting the trial balance
Errors and the
journal (suspense
accounts)

21

Errors and the
journals – overview

22

●

Teacher presentation: (approx. 10 minutes) to review
previous session

Interactive
whiteboard

●

Teacher presentation: demonstration of the types
of errors that are disclosed by the trial balance, the
use of the suspense account to record the initial
discrepancy in the trial balance and the journals
needed to correct the errors and eliminate the
suspense account. Set tasks

Task sheets
Answers to
tasks
Textbook

●

Student activity: completion, individually or in pairs,
of tasks involving the identification of errors disclosed
by the trial balance and the use of journals and the
suspense account required to correct them

●

Teacher activity: to provide support and solutions/
feedback to activities

●

Teacher led discussion: (approx. 10 minutes) to
review lesson and ensure understanding

●

Teacher presentation: (approx. 10 minutes) to review
previous session

Interactive
whiteboard

●

Teacher presentation: demonstration of the journals
needed to correct both types of errors covered in
sessions 20 and 21 and eliminate the suspense
account. Set tasks

Task sheets

●

Student activity: completion, individually or in pairs,
of tasks involving the use of journals needed to correct
both types of errors covered in sessions 19 and 20
and eliminate the suspense account

●

Teacher activity: to provide support and solutions/
feedback to activities

●

Teacher led discussion: (approx. 10 minutes) to
review lesson and ensure understanding

Answers to
tasks
Textbook

15
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Lesson

Unit content
Journals

Activities

●●

Teacher presentation: (approx. 10 minutes) to review
previous session

●●

Teacher led activity: administration of a submitted
progress test that is marked before session 24

●●

Student activity: students to complete the progress
test individually

●●

Teacher activity: to provide support and solutions/
feedback to summary exercise and to mark progress
tests before session 24

(Progress test 3)

23

Suggested
resource
checklist
Progress test

5. Preparation of Financial Statements
5.1 Partnerships
Partnerships
– introduction,
appropriation of
profit and the
appropriation
account

24

Partnerships –
capital and current
accounts

25

●●

Teacher presentation: (approx. 10 minutes)
feedback from progress test

Interactive
whiteboard

●●

Teacher presentation: explain the features of a
partnership as a type of business organisation; explain
the purpose of a partnership agreement and the
relationship between a partnership agreement and an
appropriation account; walk-through case study of the
preparation of an appropriation account

Task sheets
Answers to
tasks
Textbook

●●

Student activity: completion, individually or in pairs, of
tasks involving preparation of an appropriation account
to divide up the profit or loss including interest on
drawings and capital, salaries and profit share

●●

Teacher activity: to provide support and solutions/
feedback to activities

●●

Teacher led discussion: (approx. 10 minutes) to
review lesson and ensure understanding

●●

Teacher presentation: (approx. 10 minutes) to review
previous session

Interactive
whiteboard

●●

Teacher presentation: explanation of what current
accounts are, how they differ from capital accounts
and how they are used to record appropriation of
profit. Set tasks

Task sheets

●●

Student activity: completion, individually or in pairs, of
tasks involving the appropriation of profit in the current
accounts

●●

Teacher activity: to provide support and solutions/
feedback to activities

●●

Teacher led discussion: (approx. 10 minutes) to
review lesson and ensure understanding

Answers to
tasks
Textbook

16
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Lesson

Unit content
Admission and
retirements

26

Revaluation and
dissolutions of
partnerships

27

Partnership
financial
statements –
statement of
financial position
28

Activities

Suggested
resource
checklist

●●

Teacher presentation: (approx. 10 minutes) to review
previous session

Interactive
whiteboard

●●

Teacher presentation: explanation and demonstration
of accounting entries used to record admissions
and retirement of partners including creation and
elimination of goodwill. Set tasks

Task sheets
Answers to
tasks
Textbook

●●

Student activity: completion, individually or in pairs,
of tasks involving the making of accounting entries
used to record admissions and retirement of partners
including creation and elimination of goodwill.

●●

Teacher activity: to provide support and solutions/
feedback to activities

●●

Teacher led discussion: (approx. 10 minutes) to
review lesson and ensure understanding

●●

Teacher presentation: (approx. 10 minutes) to review
previous session

Interactive
whiteboard

●●

Teacher presentation: explanation and demonstration
of the accounting entries needed to account for
revaluations and the dissolution of a partnership. Set
tasks

Task sheets
Answers to
tasks
Textbook

●●

Student activity: completion, individually or in pairs,
of tasks involving the making of accounting entries
needed to account for revaluations and the dissolution
of a partnership

●●

Teacher activity: to provide support and solutions/
feedback to activities

●●

Teacher led discussion: (approx. 10 minutes) to
review lesson and ensure understanding

●●

Teacher presentation: (approx. 10 minutes)
feedback from progress test

Interactive
whiteboard

●●

Teacher presentation: demonstration of the
preparation of a statement of financial position for a
partnership. Set tasks

Task sheets

●●

Student activity: completion, individually or in pairs,
of tasks involving the preparation of a statement of
financial position for a partnership

Textbook

●●

Teacher activity: to provide support and solutions/
feedback to activities

●●

Teacher led discussion: (approx. 10 minutes) to
review lesson and ensure understanding

Answers to
tasks

17
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Lesson

Unit content
Partnership
financial
statements
– overview

29

Partnerships

Activities

●●

Teacher presentation: (approx. 10 minutes) to review
previous session

Interactive
whiteboard

●●

Teacher presentation: introduction of tasks involving
all areas covered in sessions 24–28

Task sheets

●●

Student activity: completion, individually or in pairs, of
tasks involving the topics covered in sessions 24–28

●●

Teacher activity: to provide support and solutions/
feedback to activities

●●

Teacher led discussion: (approx. 10 minutes) to
review lesson and ensure understanding

●●

Teacher presentation: (approx. 10 minutes) to review
previous session

●●

Teacher led activity: administration of a submitted
progress test that is marked before session 31

●●

Student activity: students to complete the progress
test individually

●●

Teacher activity: to provide support and solutions/
feedback to summary exercise and to mark progress
tests before session 31

(Progress test 4)

30

Suggested
resource
checklist

Answers to
tasks
Textbook

Progress test

5.3 Incomplete records of a sole trader
Incomplete records
– accounting
equation, control
accounts and the
cash book

31

●●

Teacher presentation: (approx. 10 minutes)
feedback from progress test

Interactive
whiteboard

●●

Teacher presentation: explanation of the situations
when there will be no trial balance and what
information may not be available to the accountant.
The use of the accounting equation to identify equity,
the trade receivables/trade payables ledger control
accounts and the cash book to find missing figures.
Set tasks

Task sheets

●●

Student activity: completion, individually or in pairs,
of tasks involving the use of the accounting equation
to identify capital, the trade receivables/trade payables
ledger control accounts and the cash book to find
missing figures

●●

Teacher activity: to provide support and solutions/
feedback to activities

●●

Teacher led discussion: (approx. 10 minutes) to
review lesson and ensure understanding

Answers to
tasks
Textbook

18
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Chapter 3 Scheme of work

Lesson

Unit content
Incomplete records
– mark-ups,
margins and
accounting ratios

32

Incomplete records
– income statement

33

Incomplete records
– statements of
financial position

34

Activities

Suggested
resource
checklist

●

Teacher presentation: (approx. 10 minutes)
feedback from progress test

Interactive
whiteboard

●

Teacher presentation: demonstration of the use of
mark-ups, margins and gross/operating (net) profit
percentages to find missing figures. Set tasks

Task sheets

●

Student activity: completion, individually or in pairs,
of tasks involving the use of mark-ups, margins and
gross/net profit percentages to find missing figures

Textbook

●

Teacher activity: to provide support and solutions/
feedback to activities

●

Teacher led discussion: (approx. 10 minutes) to
review lesson and ensure understanding

●

Teacher presentation: (approx. 10 minutes) to review
previous session

Interactive
whiteboard

●

Teacher presentation: demonstration of the
preparation of income statements from incomplete
records. Set tasks

Task sheets

●

Student activity: completion, individually or in pairs, of
tasks involving the preparation of income statements
from incomplete records

Textbook

●

Teacher activity: to provide support and solutions/
feedback to activities

●

Teacher led discussion: (approx. 10 minutes) to
review lesson and ensure understanding

●

Teacher presentation: (approx. 10 minutes) to review
previous session

Interactive
whiteboard

●

Teacher presentation: demonstration of the
preparation of the statement of financial position from
incomplete records. Set tasks

Task sheets

●

Student activity: completion, individually or in pairs,
of tasks involving the preparation of the statement of
financial position from incomplete records

Textbook

●

Teacher activity: to provide support and solutions/
feedback to activities

●

Teacher led discussion: (approx. 10 minutes) to
review lesson and ensure understanding

Answers to
tasks

Answers to
tasks

Answers to
tasks

19
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Lesson

Unit content
Incomplete records
– overview

35

Incomplete records

Activities

●●

Teacher presentation: (approx. 10 minutes) to review
previous session

Interactive
whiteboard

●●

Teacher presentation: introduction of tasks involving
all areas covered in sessions 31–34

Task sheets

●●

Student activity: completion, individually or in pairs, of
tasks involving the topics covered in sessions 31–34

●●

Teacher activity: to provide support and solutions/
feedback to activities

●●

Teacher led discussion: (approx. 10 minutes) to
review lesson and ensure understanding

●●

Teacher presentation: (approx. 10 minutes) to review
previous session

●

Teacher led activity: administration of a submitted
progress test that is marked before session 37

●

Student activity: students to complete the progress
test individually

●●

Teacher activity: to provide support and solutions/
feedback to summary exercise and to mark progress
tests before session 37

●●

Teacher presentation: (approx. 10 minutes)
feedback from progress test
Teacher presentation: introduction to limited companies,
the concept of limited liability as well as legal and
accounting characteristics. Set a task requiring students
to produce a fact sheet of key terms including public
and private limited companies, share and loan capital,
ordinary and preference shares and capital reserves and
provisions. Students will be instructed to contrast the
pairs of terms and present their findings to the rest of the
group. Demonstration of the appropriation of profit
Student activity: preparation, working individually or
in pairs, of a fact sheet that explains and contrasts key
terms including public and private limited companies,
share and loan capital, ordinary and preference shares
and capital reserves and provisions. Students will
present their findings to the group. Completion of
exercises involving the calculation of retained profit
Teacher activity: to provide support and solutions and
coordinate feedback provided by the students
Teacher led discussion: (approx. 10 minutes) to
review lesson and ensure understanding

(Progress test 5)

36

Suggested
resource
checklist

Answers to
tasks
Textbook

Progress test

5.2 Limited liability companies
Limited companies
– introduction

●●

37

●●

●●

●●

Interactive
whiteboard
Task sheets
Answers to
tasks
Textbook

20
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Lesson

Unit content
Limited companies
– the income
statement

38

Activities
Teacher presentation: (approx. 10 minutes)
feedback from progress test
Teacher presentation: explanation and demonstration
of the preparation of an income statement for a
limited company with reference to IAS 1 (Financial
Statements)
Student activity: completion, working individually or in
pairs, of tasks involving the preparation of an income
statement for a limited company
Teacher activity: to provide support and solutions/
feedback to activities
Teacher led discussion: (approx. 10 minutes) to
review lesson and ensure understanding

Interactive
whiteboard

Teacher presentation: (approx. 10 minutes)
feedback from progress test
Teacher presentation: explanation and demonstration
of the preparation of a statement of changes to equity
for a limited company
Student activity: completion, working individually or in
pairs, of tasks involving the preparation of a statement
of changes to equity for a limited company
Teacher activity: to provide support and solutions/
feedback to activities
Teacher led discussion: (approx. 10 minutes) to
review lesson and ensure understanding

Interactive
whiteboard

●

Teacher presentation: (approx. 10 minutes)
feedback from progress test

Interactive
whiteboard

●

Teacher presentation: explanation and demonstration
of the preparation of a statement of financial position
for a limited company; identify the application of the
accounting equation in the SOFP

Task sheets

●

●

●

●

●

Limited companies
– the statement of
changes to equity

●

●

●

39

●

●

Limited companies
– the statement of
financial position

40

Suggested
resource
checklist

●

Student activity: completion, working individually or in
pairs, of tasks involving the preparation of a statement
of financial position for a limited company

●

Teacher activity: to provide support and solutions/
feedback to activities

●

Teacher led discussion: (approx. 10 minutes) to
review lesson and ensure understanding

Task sheets
Answers to
tasks
Textbook

Task sheets
Answers to
tasks
Textbook

Answers to
tasks
Textbook

21
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Lesson

Unit content
Limited companies
– financial
statements
overview

Activities

Suggested
resource
checklist

●●

Teacher presentation: (approx. 10 minutes)
feedback from progress test

Interactive
whiteboard

●

Teacher presentation: introduce comparative case
studies (i) two year financial results for a single entity
and (ii) one year financial results of two different
businesses

Task sheets

●

Student activity: students produce a short report on
each of the case studies highlighting any issues in
the financial performance of each of the businesses
(teacher to encourage the use of relevant accounting
terminology)

●

Teacher activity: to provide support and solutions/
feedback to activities

●

Teacher led discussion: (approx. 10 minutes) to
review lesson and ensure understanding

41

Answers to
tasks
Textbook

6 Accounting Ratios
6.1 The calculation and interpretation of accounting ratios
Accounting ratios
– profitability and
liquidity

●

Teacher presentation: (approx. 10 minutes) to review
previous session as the basis for introducing the
concept of accounting ratios

Interactive
whiteboard

●

Teacher presentation: why it is important to measure
business performance, efficiency and profitability;
why accounting ratios are used to judge profitability
and liquidity of two businesses or one business over
a period of time. Use previous case study material
introduced in Lesson 41 to identify the formulae
required to calculate performance and liquidity ratios

Answers to
tasks

42
●

Student activity: completion, individually or in pairs,
of tasks involving the calculation of the profitability and
liquidity ratios of the one entity and two businesses in
the case studies

●

Teacher activity: to provide support and solutions/
feedback to activities

●

Teacher led discussion: (approx. 10 minutes) to
review lesson and ensure understanding

Task sheets

Textbook

22
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Chapter 3 Scheme of work

Lesson

Unit content
Accounting ratios
– interpretation

Activities

●●

Teacher presentation: (approx. 10 minutes) to review
previous session

Interactive
whiteboard

●●

Teacher presentation: explanation of how to interpret
profitability and liquidity ratios

Task sheets

●●

Student activity: students to write a short business
report in which they interpret the ratios calculated in
the previous lesson, identify possible reasons for any
changes in business performance and suggest actions
to address any presenting issues

43

Accounting ratios –
limited companies
and overview
44

Limited companies
and accounting
ratios

Answers to
tasks
Textbook

●●

Teacher activity: to provide support and solutions/
feedback to activities

●●

Teacher led discussion: (approx. 10 minutes) to
review lesson and ensure understanding

●●

Teacher presentation: (approx. 10 minutes) to review
previous session

Interactive
whiteboard

●●

Teacher activity: demonstration of profitability and
liquidity ratios as applied to a limited company and
explanation of how to interpret them. Set tasks

Task sheets

●●

Student activity: complete, individually or in pairs,
tasks involving the calculation and interpretation of the
profitability and liquidity ratios for a limited company

Textbook

●●

Teacher led discussion: (approx. 10 minutes) to
review lesson and ensure understanding

●●

Teacher presentation: (approx. 10 minutes) to review
previous session

●●

Teacher led activity: administration of a submitted
progress test that is marked before session 46

●●

Student activity: students to complete the progress
test individually

●●

Teacher activity: to provide support and solutions/
feedback to summary exercise and to mark progress
tests before session 46

●●

Teacher presentation: (approx. 10 minutes) provide
feedback from progress test

Interactive
whiteboard

●●

Teacher presentation: explanation of the contrast
between general trading and manufacturing in terms
of the trading account, the functions and behaviour of
different types of cost and overheads and the problem
of work-in-progress. Demonstrate the preparation of a
manufacturing account. Set tasks

Task sheets

(Progress test 6)
45

Suggested
resource
checklist

Answers to
tasks

Progress test

5.4 Manufacturing businesses
Manufacturing
accounts –
background and
elements of cost
46
●●

Student activity: complete, individually or in pairs, tasks
involving the preparation of manufacturing accounts

●●

Teacher led discussion: (approx. 10 minutes) to
review lesson and ensure understanding

Answers to
tasks
Textbook

23
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Lesson

47

Unit content
Manufacturing
accounts –
background and
elements of cost

Activities

Suggested
resource
checklist

●●

Teacher presentation: (approx. 10 minutes) to review
previous session

Interactive
whiteboard

●●

Teacher presentation: set tasks

Task sheets

●●

Student activity: complete, individually or in pairs,
tasks involving the preparation of manufacturing
accounts

Answers to
tasks

●●

Teacher led discussion: (approx. 10 minutes) to
review lesson and ensure understanding

Textbook

5.5 Non-profit making organisations
Non-profit making
organisations
– introduction
to financial
statements

●●

Teacher presentation: (approx. 10 minutes) to review
previous session

Interactive
whiteboard

●●

Teacher activity: explanation and demonstration of
main characteristics of the accounts of clubs and
societies including receipts and payments accounts,
the income and expenditure account and statement of
financial position. Set tasks

Task sheets

48

Non-profit making
organisations –
subscriptions and
trading activities

50

Textbook

●●

Student activity: complete, individually or in pairs, tasks
involving the preparation of the receipts and payments
accounts, the income and expenditure account and the
balance sheet (statement of financial position)

●●

Teacher led discussion: (approx. 10 minutes) to
review lesson and ensure understanding

●●

Teacher presentation: (approx. 10 minutes) to review
previous session

Interactive
whiteboard

●●

Teacher activity: explain the types of trading activities
engaged in by non-profit organisations including
social activities and sale of goods; the purpose of
membership subscriptions; walk-through example of
the preparation of trading accounts and subscription
accounts. Set tasks

Task sheets

49

Non-profit
organisations
– overview

Answers to
tasks

Answers to
tasks
Textbook

●●

Student activity: complete, individually or in pairs,
tasks involving the preparation of subscription
accounts and shop/bar trading accounts

●●

Teacher led discussion: (approx. 10 minutes) to
review lesson and ensure understanding

●●

Teacher presentation: (approx. 10 minutes) to review
previous session

Interactive
whiteboard

●●

Teacher presentation: introduction of tasks involving
all areas covered in sessions 48–49

Task sheets

●●

Student Activity: completion, individually or in pairs,
of tasks involving the topics covered in sessions 48–49

●●

Teacher activity: to provide support and solutions/
feedback to activities

●●

Teacher led discussion: (approx. 10 minutes) to
review lesson and ensure understanding

Answers to
tasks
Textbook

24
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Lesson

Unit content
Manufacturing
accounts and nonprofit organisations

Activities

●●

Teacher presentation: (approx. 10 minutes) to review
previous session

●●

Teacher led activity: administration of a submitted
progress test that is marked before session 52

●●

Student activity: students to complete the progress
test individually

●●

Teacher activity: to provide support and solutions/
feedback to summary exercise and to mark progress
tests before session 52

(Progress test 7)
51

Suggested
resource
checklist
Progress test

Review, revision and exam preparation
Introduction to
examination

●●

Teacher presentation: (approx. 10 minutes) to
provide feedback on the progress test

Interactive
whiteboard

Organisation of
revision programme

●●

Teacher activity: explanation of how the examination
is structured and exam technique. Initiate discussion
and agree the running order of revision topics with the
students

Task sheets
and answers
(optional)
Textbook

Set tasks to cover one of the major topic areas (the
choice of which might be made from examining
sample exam papers)

52

Revision tasks

●●

Student activity: participate in discussion about the
running order of revision topics. Attempt the set tasks

●●

Teacher activity: to provide support and solutions/
feedback to activities

●●

Teacher led discussion: (approx. 10 minutes) to
review lesson and ensure understanding

●●

Teacher presentation: (approx. 10 minutes) to review
previous session

Interactive
whiteboard

●●

Teacher activity: to introduce and set revision tasks

●●

Student activity: completion individually or in pairs of
exercises covering the various elements of the syllabus

Task sheets
and answers
(optional)

●●

Teacher activity: to provide support and solutions/
feedback to activities

●●

Teacher led discussion: (approx. 10 minutes) to
review lesson and ensure understanding

53–56

Textbook

25
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Lesson

Unit content
Mock examinations

57–59

Activities

●●

Teacher presentation/activity: to introduce mock
examination, making remarks on general examination
technique as well as specific issues relating to the
mock, invigilate the mock

●●

Student activity: attempt mock examination
individually

●●

Teacher activity: provide feedback or mark the mocks
before the following session

Suggested
resource
checklist
Interactive
whiteboard
Mock exams
and answers
(optional)
Textbook

NB: The marking of these mocks may depend on group
sizes and timing of sessions. Should the teacher not be
able to complete the marking of every mock between
sessions, then peer marking or providing answers at
the end of sessions and providing necessary feedback
might be considered as possible approaches
EXAMINATION
60

●●

Student activity: Sit the Level 2 Bookkeeping
examination

Exam
room and
invigilators

26
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Chapter

4

Preparing learners for external
assessment
Learners will expect preparation for examinations and assessment and this should be
included in the delivery of the course. However your main focus must be on the eﬀective
learning of the full breadth and depth of the curriculum indicated by the specification and
example scheme of work provided for each qualification.
It is important that you encourage learners to develop their study skills from the
beginning of the course as this will assist in their revision later in the course.
At the beginning of the course you will lead in the incorporation of assessment/revision
based activities. As the course progresses learners should be able to take a greater responsibility for their own revision. This should be encouraged.
Each qualification specification has details about when assessment is available. To gain
access to the assessment, learners have to be entered by the entry deadline. Please refer
to the exam timetable and Operations Guide for Centres on the website. It is important to
enter learners for the examination when they are ready, and not just at the first available
assessment window.
The specification also details the expected characteristics of those working at either pass
or distinction grade (merit falls between the two, although it is not explicitly defined). This
is worth examining, as it will help you to identify which target grade your learners are likely
to be aiming for. Crucially, the assessment objectives in the specification illustrate all the
diﬀerent ways that content may be tested in the exam. It is important that you familiarise
yourself with them, so you can help learners prepare.
The following guidance is provided to help you prepare your learners for external
assessment. It is subdivided to distinguish between teacher-led, learner-led activities and
examination techniques.

Examples of teacher-led activities:
●

Explain the principles of assessment at induction so that learners have an understanding
of the assessment process.

●

Explain the rubric of the exam paper to your learners.

●

Use practice exercises to develop learners’ skills. This could be class based or set as a
homework assignment.

●

You should encourage learners to complete additional tasks – for example, exercises from
suitable textbooks, real-life scenarios from business and financial pages in newspapers or
from websites to help contextualise the content for learners.
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●

Introducing assessment as early as possible in the course will help develop confidence
in learners.

●

Use sample assessment materials as mock exams with learners, so they can practise their
exam technique and time management skills. Over the lifespan of the specification, past
papers along with accompanying mark schemes and examiner reports will become available, which can also assist with practice.
Help familiarise learners with the range of questions they may face in the exam by going
through the different question types in the sample assessment material. The specifications contain guidance on the typical command words used.

●

●

The examination papers will include topics taken from any part of the specification. You
should not assume that all papers will be the same as the sample assessment provided.

●

In order to engage learners, use a variety of delivery methods to help learners prepare
for the exam – for example, mock exams, pair and group work, and setting homework/
assignments to test learners’ understanding throughout the course.

●

At the end of each topic you can incorporate, into your teaching, a mini test to help
consolidate learning.

●

Clearly explain where your learners can make improvements.

●

Recap the previous session at the start of each lesson as this will provide an opportunity
to monitor learner progress and encourage questions.

Examples of learner-led activities:
●

Advise your learners how to put together a revision timetable to help plan their time
and study in preparation for the exam. This should include regular breaks and achievable targets (e.g. coverage of a particular area of content). Making a revision timetable
not only reflects a disciplined nature of studying but also makes the learner prepare
beforehand.

●

Learners could revise in a variety of ways, including completing practice exercises,
creating revision notes/cards, and reading relevant reference materials to broaden their
understanding (e.g. textbooks and the internet).

●

Through undertaking practice tests, it should be possible to identify learners’ weaker
areas of understanding. This will allow them to focus their personal revision and selfstudy on those areas.

●

Help the learner identify subject topics which are not fully understood.

●

You should encourage your learners to:
––
––
––
––
––
––
––
––

Give themselves enough time to study.
Organise a study space.
Plan a revision timetable.
Use diagrams: even in a financial environment these can be helpful.
Practice on old exam papers (where available).
Explain answers to others.
Take regular breaks during revision.
Make summary notes – making notes is by far the best way to memorise lots of information.
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●

Advise learners of any special requirements for the examination, e.g. non-programmable
calculator, identification requirements and any change in venue.

Examination techniques for learners
Tell your learners to:
●

Allow themselves plenty of time to get to the venue before the exam starts.

●

Read the examination paper fully before starting.

●

Identify the questions they can answer with the most ease, and answer those first.

●

Be aware that the marks allocated to each question provide an indication of the time
required to complete it. Do not spend too much time on any one question.

●

Be aware of the amount of time left.

●

Aim to answer all questions on the paper even if some are left incomplete.

●

Allow time at the end of the examination to check work.

●

Be sure they answer the question as it is written, and not what they hoped it would be.

For more study skill advice and activities that you can download and give to your learners,
visit the website qualifications.pearson.com/lcci and search for this qualification.
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Chapter

5

Exam command words

Below is a list of the command words that will be used in the exam. It is worth taking time with
your learners to make sure they understand the definition and what is expected of them for
each command word to help improve their exam technique.
Assess

Give careful consideration to all factors or events that apply and identify
which are the most important orrelevant. Make a judgement on the relative
importance of things, and come to a conclusion where needed.

Calculate

Obtain a numerical answer, showing relevant working. If the answer has a
unit, this should be included. This can include using a formulae to calculate
a numerical answer.

Complete

This requires the completion of a table or structure. This may include a
calculation which will then be required to fill the incomplete table/structure

Define

Give the meaning of a term or phrase.

Describe

To give an account of something. Statements in the response need to be
developed as they are often linked but do not need to include a justification
or reason. Requires a sequence or order.

Discuss*

Identify the issue/situation/problem/argument that is being assessed within
the question. Explore all aspects of an issue/situation/problem/argument.
Investigate the issue/situation etc. by reasoning or argument. Make a
judgement and come to a conclusion where needed.

Explain

An explanation requires an identification of a point linked with justification/
reasoning. If the question is more than 2 marks, then extra marks are for
each additional justification/reasoning point made.

Evaluate*

This will involve reviewing information and then bringing it together to
form a conclusion, drawing on evidence including strengths, weaknesses,
alternative actions, relevant data or information. A supported judgement/
decision will be reached in relation to its context.

Give a reason

Provide examples, justifications and/or reasons.

Identify

This requires information to be selected from a range of possibilities, list or
given stimulus. One mark per item.

Prepare

This will involve arranging financial information into an appropriate format.

31

Recommend*

Use analysis of data to evaluate options and make a justified advisory
decision. Instruction ‘with justification’ should be included with the
question.

State

Require recall/understanding of one or more pieces of information.

*As these comman words relate to Assessment Objective 5 - Evaluate, they will not appear
in Level 2 Bookkeeping & Accounting question papers.

Chapter

6

Practice exercises
Please note: these exercises are intended for use in the classroom to embed knowledge, and are
not a replacement for exam preparation. To best prepare learners for examinations, please refer
to the Sample Assessment Materials and Past Papers, which can be found on the Pearson website
(qualiﬁcations.pearson.com/lcci)

Chapter 1
1.1

Complete the gaps in the following table:

(a)
(b)
(c)
(d)
(e)
(f)

Assets
$
55,000
?
36,100
119,500
88,000
?

Liabilities
$
16,900
17,200
?
15,400
?
49,000

Equity
$
?
34,400
28,500
?
62,000
110,000

1.2

Classify the following items into liabilities and assets:
(a) Motor vehicles
(f) Owing to bank
(b) Premises
(g) Cash in hand
(c) Trade payables for inventory
(h) Loan from D. Jones
(d) Inventory
(i) Machinery
(e) Trade receivables

1.3

F. Flint is starting a business. Before actually starting to sell anything, he bought
fixtures for $1,200, a van for $6,000 and an inventory of goods for $2,800. Although
he has paid in full for the fixtures and the van, he still owes $1,600 for some of the
inventory. B. Rub lent him $2,500. After the above, Flint has $200 in the business
bank account and $175 cash in hand. You are required to calculate his equity.

1.4

You are required to open the asset and liability and capital accounts and record the
following transactions for June 20X3 in the records of P. Bernard.
20X3
June 1 Started business with $17,500 in cash.
2 Paid $9,400 of the opening cash into a bank account for the business.
5 Bought office furniture on credit from Dream Ltd for $2,100.
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8
12
18
25
26
28
30

1.5

Enter the following in the appropriate creditors’ accounts (i.e. your suppliers’
accounts) only. Do not write up the other accounts. Then balance-off each of these
personal accounts at the end of the month.
20X2
June 1
3
10
15
19
28
30

1.6

Purchases on credit from P. Saville $240; P. Todd $390; J. Fry $1,620.
Purchases on credit from P. Todd $470; P. Rake $290.
We returned goods to J. Fry $140; J. Saville $65.
Purchases on credit from J. Saville $210.
We paid P. Rake by cash $290.
We paid P. Saville by cash $300.
We returned goods to P. Todd $39.

Enter the following transactions in personal accounts only. Bring down the balances
at the end of the month. After completing this, state which of the balances represent
debtors and which represent creditors.
20X3
May 1
2
8
9
10
12
15
19
21
28
31

1.7

Bought a van paying by cheque $5,250.
Bought equipment from Pearce & Sons on credit $2,300.
Returned faulty office furniture costing $260 to Dream Ltd.
Sold some of the equipment for $200 cash.
Paid amount owing to Dream Ltd $1,840 by cheque.
Took $130 out of the bank and added to cash.
F. Brown lent us $4,000 – giving us the money by cheque.

Credit sales G. Wood $310; K. Hughes $42; F. Dunn $1,100; M. Lyons $309.
Credit purchases from T. Sim $190; J. Leech $63; P. Tidy $210; F. Rock $190.
Credit sales to K. Hughes $161; F. Dunn $224.
Credit purchases from J. Leech $215; F. Rock $164.
Goods returned to us by F. Dunn $31; M. Lyons $82.
Cash paid to us by M. Lyons $227.
We returned goods to T. Sim $15; F. Rock $21.
We received cheques from F. Dunn $750; G. Wood $310.
We sold goods on credit to G. Wood $90; K. Hughes $430.
We paid by cheque the following: T. Sim $175; F. Rock $100; P. Tidy $180.
We returned goods to F. Rock $18.

Enter the following transactions of an antiques shop in the accounts and extract a trial
balance as at 31 March 20X3.
20X3
March 1
2
5
6
7
9
10
12
13
15
17
18

Started in business with $8,000 in the bank.
Bought goods on credit from: L. Frank $550; G. Byers $540; P. Lee $610.
Cash sales $510.
Paid wages in cash $110.
Sold goods on credit to: J. Snow $295; K. Park $360; B. Tyler $640.
Bought goods for cash $120.
Bought goods on credit from: G. Byers $410; P. Lee $1,240.
Paid wages in cash $110.
Sold goods on credit to: K. Park $610; B. Tyler $205.
Bought shop fixtures on credit from Stop Ltd $740.
Paid G. Byers by cheque $700.
We returned goods to P. Lee $83.
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21
24
27
30
31

1.8

Write up the following transactions in the books of P. Hewitt:
20X3
March 1
2
3
4
5
7
11
14
17
20
22
27
28
29
30
31

1.9

Paid Stop Ltd a cheque for $740.
B. Tyler paid us his account by cheque $845.
We returned goods to L. Frank $18.
G. Prince lent us $1,000 by cash.
Bought a van paying by cheque $6,250.

Started in business with cash $16,000.
Bought goods on credit from W. Young $420.
Paid rent by cash $870.
Paid $12,500 of the cash of the business into a bank account.
Sold goods on credit to D. Unbar $192.
Bought stationery $85 paying by cheque.
Cash sales $312.
Goods returned by us to W. Young $54.
Sold goods on credit to J. Harper $212.
Paid for repairs to the building by cash $78.
D. Unbar returned goods to us $31.
Paid W. Young by cheque $366.
Cash purchases $470.
Bought a van paying by cheque $3,850.
Paid motor expenses in cash $216.
Bought a computer $730 on credit from B. Coal.

From the following trial balance of G. Foot after his first year’s trading, you are
required to draw up an income statement for the year ending 30 June 20X2. A
statement of financial position is not required.
Trial balance as at 30 June 20X2

Revenue
Cost of sales
Rent
Lighting and heating expenses
Salaries and wages
Insurance
Buildings
Fixtures
Trade receivables
Other operating expenses
Trade payables
Cash at bank
Drawings
Vans
Motor running expenses
Capital

Dr

Cr

$

$
266,000

154,000
3,800
700
52,000
3,000
84,800
2,000
31,200
300
16,000
15,000
28,600
16,000
4,600
       
396,000

114,000
396,000

Inventory at 30 June 20X2 was $18,000.
(Keep your answer; it will be used later in Question 1.10.)

35

M06_LCCI6755_01_CUS_C06.indd 35

28/04/2016 09:56

Pearson LCCI Level 2 Certificate in Bookkeeping & Accounting (ASE20093): Teacher’s Delivery Guide

1.10 Return to Question 1.9 and prepare a statement of financial position as at 30 June
20X2.

Chapter 2
2.1

You are required to prepare a purchases ledger control account from the following
information for the month of April. The balance of the account is to be taken as the
amount of accounts payable as on 30 April.
20X1
April 1

30

Payables ledger balances
Totals for April:
Purchases day book
Returns outwards day book
Cheques paid to suppliers
Discounts received from suppliers
Payables ledger balances

$
11,241
6,100
246
8,300
749
?

Chapter 3
3.1

Show how each of the following errors would affect trial balance agreement:
(i) Computer repairs $184 was debited to the computer account.
(ii) $819 discounts received credited to discounts allowed account.
(iii) Inventory at close undervalued by $1,100.
(iv) $145 commission received was debited to the sales account.
(v) Drawings $94 credited to the capital account.
(vi) Cheque paying $317 to T. Burnett entered in the cash book but not in the
personal account.
(vii) Cheque $212 from J. Hare credited to J. Hair.
Use the following format for your answer:
Item

If no effect state ‘No’

Debit side exceeds credit
side by amount shown

Credit side exceeds debit
side by amount shown

(i)
(ii)
(iii)
(iv)
(v)
(vi)
(vii)
3.2

Show the journal entries needed to correct the following errors:
(a) Purchases $1,410 on credit from A. Ray had been entered in B. Roy’s account.
(b) A cheque of $94 paid for printing had been entered in the cash column of the cash
book instead of in the bank column.
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(c) Sale of goods $734 on credit to D. Rolls had been entered in error in D. Rollo’s
account.
(d) Purchase of goods on credit L. Hand $819 entered in the correct accounts in error
as $891.
(e) Cash paid to G. Boyd $64 entered on the debit side of the cash book and the credit
side of G. Boyd’s account.
(f) A sale of fittings $320 had been entered in the Sales account.
(g) Cash withdrawn from bank $200 had been entered in the cash column on the
credit side of the cash book, and in the bank column on the debit side.
(h) Purchase of goods $1,182 has been entered in error in the Furnishings account.
3.3

You have extracted a trial balance and drawn up accounts for the year ended 31
December 20X0. There was a shortage of $78 on the credit side of the trial balance, a
suspense account being opened for that amount.
During 20X1 the following errors made in 20X0 were found:
(i)

$125 received from sales of old office equipment has been entered in the sales
account.
(ii) Purchases day book had been overcast by $10.
(iii) A private purchase of $140 had been included in the business purchases.
(iv) Bank charges $22 entered in the cash book have not been posted to the bank
charges account.
(v) A sale of goods to K. Lamb $230 was correctly entered in the sales book but
entered in the personal account as $320.
3.4

Show the journal entries necessary to record the following items:
20X3
Apr 1
4
9
12
18
24
30

Bought fixtures on credit from Bell and Co $1,153.
We take goods costing $340 out of the business inventory without paying for
them.
$68 of the goods taken by us on 4 April is returned back into inventory by us.
We do not take any money for the return of the goods.
H. Cowes owes us $640. He is unable to pay his debt. We agree to take some
computer equipment from him at that value and so cancel the debt.
Some of the fixtures bought from Bell and Co, $42 worth, are found to be
unsuitable and are returned to them for full allowance.
A debt owing to us by P. Lees of $124 is written off as a bad debt.
Office equipment bought on credit from Furniture Today Ltd for $1,710.

Chapter 4
4.1

A machine costs $8,000. It will be kept for five years, and then sold for an estimated
figure of $2,400. Show the calculations of the figures for depreciation (to nearest $)
for each of the five years using (a) the straight line method, (b) the reducing balance
method, for this method using a depreciation rate of 20 per cent.

4.2

A company starts in business on 1 January 20X0, the financial year end being 31
December.
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You are to show:
(a) The equipment account.
(b) The provision for depreciation account.
(c) The statement of financial position extracts for each of the years 20X0, 20X1,
20X2, 20X3.
The equipment bought was:
20X0
20X1
20X2

1 January 1 machine costing $800
1 July 2 machines costing $1,200 each
1 October 1 machine costing $600
1 April 1 machine costing $1,400

Depreciation is over 10 years, using the straight line method, machines being depreciated for the proportion of the year that they are owned.
4.3

(a)
(b)
(c)
(d)
(e)

What is the meaning of depreciation?
Give three reasons why depreciation may occur.
Name two methods of depreciation.
In what way do you think the concept of consistency applies to depreciation?
‘Since the calculation of depreciation is based on estimates, not facts, why bother
to make the calculation?’
Explain briefly why you think that the calculation of depreciation is based on
estimates.
(f) If depreciation was omitted, what effects would this have on the final accounts?
(g) ‘Some assets increase (appreciate) in value, but normal accounting procedure
would be to ignore any such appreciation.’
Explain why bringing appreciation into account would go against the prudence
concept.
(h) A business whose financial year ends at 31 December purchased on 1 January
20X2 a machine for $5,000. The machine was to be depreciated by ten equal
instalments. On 4 January 20X4 the machine was sold for $3,760.
Ignoring any depreciation in the year of sale, show the relevant entries for each of the
following accounts for the years ended 31 December 20X2, 20X3 and 20X4:
(i)
(ii)
(iii)
(iv)
(v)

Machinery
Provision for depreciation of machinery. Authors’ Note 1
Machinery disposals
Profit and loss at end of year
Extracts from the income statement. Authors’ Note 2

(Northern Examinations and Assessment Board: GCSE)
Authors’ Note 1: this is the accumulated provision for depreciation of machinery
account.
Authors’ Note 2: part (v) was not included in the original question.
4.4

A business had always made an allowance for doubtful debts at the rate of 2 per cent
of trade receivables. On 1 January 20X1 the amount for this, brought forward from
the previous year, was $300.
During the year to 31 December 20X1 the irrecoverable debts written off amounted
to $700.
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On 31 December 20X1 the trade receivables balance was $17,000 and the usual
allowance for doubtful debts is to be made.
You are to show:
(a)
(b)
(c)
(d)
4.5

The Irrecoverable Debts Account for the year ended 31 December 20X1.
The Allowance for Doubtful Debts Account for the year.
Extract from the Income Statement for the year.
The relevant extract from the Statement of Financial Position as at 31 December
20X1.

W. Hope’s year ended on 30 June 20X1. Write up the ledger accounts, showing the
transfers to the financial statements and the balances carried down to the next year
for the following:
(a) Stationery: Paid for the year to 30 June 20X1 $240; Inventory of stationery at 30
June 20X0 $60; at 30 June 20X1 $95.
(b) General expenses: Paid for the year to 30 June 20X1 $470; Owing at 30 June
20X0 $32; Owing at 30 June 20X1 $60.
(c) Rent and business rates (combined account): Paid in the year to 30 June 20X1
$5,410; Rent owing at 30 June 20X0 $220; Rent paid in advance at 30 June 20X1
$370; Business rates owing 30 June 20X0 $191; Business rates owing 30 June
20X1 $393.
(d) Motor expenses: Paid in the year to 30 June 20X1 $1,410; Owing as at 30 June
20X0 $92; Owing as at 30 June 20X1 $67.
(e) Hope earns commission from the sales of one item. Received for the year to 30
June 20X1 $1,100; Owing at 30 June 20X0 $50; Owing at 30 June 20X1 $82.

Chapter 5
5.1

Gray, Wilkes and Booth are partners. They share profits and losses in the ratios of
3/8, 3/8 and 1/4 respectively. For the year ending 31 December 20X2 their capital
accounts remained fixed at the following amounts:
Gray
Wilkes
Booth

$
50,000
40,000
30,000

They have agreed to give each other 5 per cent interest per annum on their capital
accounts. In addition to the above, partnership salaries of $32,000 for Wilkes and
$14,000 for Booth are to be charged.
The profit for the year of the partnership before taking any of the above into account
was $84,800.
Required:
Draw up the appropriation account of the partnership for the year ending 31
December 20X2.
5.2

Penrose and Wilcox are in partnership, sharing profits and losses in the ratio 3:2. The
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following information was taken from their books for the year ending 31 December
20X2, before the completion of their appropriation account.
$
Current accounts

(1 January 20X2)

Drawings
Profit for the year
Interest on capital
Salary
Interest on drawings

Penrose
Wilcox
Penrose
Wilcox
Penrose
Wilcox
Penrose
Penrose
Wilcox

640
330
3,000
2,000
6,810
540
720
2,000
270
180

(Dr)
(Cr)

(a) Prepare, for the year ending 31 December 20X2:
(i) the appropriation account of Penrose and Wilcox;
(ii) the current accounts in the ledger for Penrose and Wilcox.
(b) Why in many partnerships are current accounts prepared as well as capital
accounts?
(c) At 1 January 20X2 Penrose had a debit balance in his current account. What does
this mean?
(d) In partnership accounts what is the purpose of preparing:
(i) an income statement?
(ii) an appropriation account?
(e) In partnership accounts why is:
(i) interest allowed on capital?
(ii) interest charged on drawings?
(Northern Examinations and Assessment Board: GCSE)

Chapter 6
6.1

Developing Ltd has an authorised capital of 50,000, 10% preference shares of $1 each
and 200,000 ordinary shares of 50c each. After preparation of the income statement
for 20X3, the following balances remained in the ledger:
$000
Share capital: fully paid-up:
Preference
Ordinary
Loan notes
Share premium account
General reserve
Retained profits 20X2
Profit for the year (20X3)
Non-current assets
Current assets
Trade payables

30
80
20
4
7
3
27
140
50
19
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The directors recommend:
(i) that $10,000 be transferred to general reserve,
(ii) payment of the preference dividend,
(iii) an ordinary dividend of 15%.
Required:
Prepare a statement of changes in equity for 20X3 and a statement of financial
position as at 31 December 20X3.

Chapter 7
7.1

A. Bell has kept records of his business transactions in a single entry form, but he did
not realise that he had to record cash drawings. His bank account for the year 20X1 is
as follows:
Balance 1.1.20X1
Receipts from debtors
Loan from F. Tung

$
920
94,200
2,500

      
97,620

Cash withdrawn from bank
Trade payables
Rent
Insurance
Drawings
Other operating expenses
Balance 31.12.20X1

$
12,600
63,400
3,200
1,900
11,400
820
4,300
97,620

Records of cash paid were: Sundry expenses $180; Trade payables $1,310. Cash sales
amounted to $1,540.
The following information is also available:

Cash in hand
Trade payables
Trade receivables
Rent owing
Insurance paid in advance
Van (at valuation)
Inventory

31.12.20X0
$
194
7,300
9,200
–
340
5,500
24,200

31.12.20X1
$
272
8,100
11,400
360
400
4,600
27,100

You are to draw up an income statement for the year ending 31 December 20X1, and
a statement of financial position as at that date. Show all of your workings.

Chapter 8
8.1

From the following information, prepare a manufacturing account and income
statement for the year ending 31 December 20X2 and a statement of financial
position as at 31 December 20X2 for J. Jones Limited.
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Purchase of raw materials
Fuel and light
Administration salaries
Factory wages
Carriage outwards
Rent and business rates
Revenue
Returns inward
General office expenses
Repairs to plant and machinery
Inventory at 1 January 20X2:
Raw materials
Work-in-progress
Finished goods
Other accounts payable
Capital account
Freehold premises
Plant and machinery
Trade receivables
Accumulated provision for depreciation on plant and machinery
Cost in hand

$
258,000
21,000
17,000
59,000
4,000
21,000

$

482,000
7,000
9,000
9,000
21,000
14,000
23,000
37,000
457,000
410,000
80,000
20,000
11,000
984,000

8,000
       
984,000

Make provision for the following:
(i) Inventory in hand at 31 December 20X2:
	  Raw materials $25,000
	  Work-in-progress $11,000
	  Finished goods $26,000
(ii) Depreciation of 10% on plant and machinery using the straight line method.
(iii) 80% of fuel and light and 75% of rent and rates to be charged to manufacturing.
(iv) Allowance for doubtful debts: 5% of sundry Trade receivable.
(v) $4,000 outstanding for fuel and light.
(vi) Rent and business rates paid in advance: $5,000.
(vii) Market value of finished goods: $382,000.

Chapter 9
9.1

The following trial balance of the Shire Golf Club was extracted from the books as on
31 December 20X2:

Clubhouse
Equipment
Profits from raffles
Subscriptions received
Wages of bar staff
Bar inventory 1 January 20X2

Dr
$
142,000
18,600

Cr
$

6,508
183,400
29,200
9,400

continued
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Bar purchases and sales
Greenkeepers’ wages
Golf professional’s salary
General expenses
Cash at bank
Accumulated fund at 1 January 20X2

41,300
21,500
37,000
910
3,924
       
303,834

84,600

29,326
303,834

Notes:
(i) Bar purchases and sales were on a cash basis. Bar inventory at 31 December
20X2 was valued at $6,410.
(ii) Subscriptions paid in advance by members at 31 December 20X2 amounted to
$1,870.
(iii) Provide for depreciation of equipment $2,400.
You are required to:
(a) Draw up the bar trading account for the year ending 31 December 20X2.
(b) Draw up the income and expenditure account for the year ending 31 December
20X2, and a statement of financial position as at 31 December 20X2.

Chapter 10
10.1 The following figures are for AB Engineering Supplies Ltd at 31 December 20X2:
$000
Turnover
Gross profit
Average inventory at cost price
Expenses
Non-current assets
Current assets
Inventory
Trade receivables
Bank

Current liabilities
Capital

$000
160
40
10
8
108

10
8
2
20
128
(10)
118
118

(a) Calculate:
(i) gross profit as a percentage of the sales;
(ii) rate of inventory turnover;
(iii) net profit as a percentage of sales;
(iv) net profit as a percentage of total capital employed (non-current assets plus
current assets);
(v) current ratio;
(vi) quick asset (acid test) ratio.
(b) The following figures are for another firm in the same line of business, CD
Engineering Services Ltd, for the year ending 31 December 20X2.
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Gross profit as a percentage of the sales
Rate of inventory turnover
Net profit as a percentage of sales
Net profit as a percentage of total capital employed
Current ratio
Quick asset (acid test) ratio

CD Engineering Services Ltd
25%
9
10%
121/2%
1:1
0.5 : 1

Compare your results in (a) with those given for CD Engineering Services Ltd.
As a result of your comparison, say which you think was the more successful business
during 2009, giving your reasons.
(Northern Examinations and Assessment Board: GCSE)

Answers
Chapter 1
1.1

(a) 38,100 (b) 51,600 (c) 7,600 (d) 104,100 (e) 26,000 (f) 159,000

1.2

Liabilities: Trade payables for inventory
Owing to bank
Loan from D Jones
Assets:
Motor vehicles
Premises
Inventory
Trade receivables
Cash in hand
Machinery

1.3

Fixtures 1,200 + Van 6,000 + Inventory 2,800 + Bank 200 + Cash 175 = Total Assets
10,375.
Loan 2,500 + Trade payables 1,600 + Equity (difference) 6,275.

1.4
(1) Capital
(25) Equipment
(28) Bank

17,500
200
130

(5) Dream

2,100

(8) Bank

5,250

(12) Pearce & Son

2,300

Cash
(2) Bank

9,400

Capital
(1) Cash

17,500

Office furniture
(18) Dream
Van
Equipment
(25) Cash

260

200

Bank
(2) Cash
9,400 (8) Van
(30) F. Brown 4,000 (26) Dream
(28) Cash
Dream Ltd
(18) Office
260 (5) Office furn.
furn.
(26) Bank
1,840
Pearce & Sons
(12) Equipment
F Brown (Loan)
(30) Bank

5,250
1,840
130
2,100

2,300

4,000

continued
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1.6
G Wood
(1) Sales
(21) Sales
(1) Balance b/d

(1) Sales
(8) Sales
(21) Sales
(1) Balance b/d

310 (19) Bank
90 (31) Balance c/d
400
90
K Hughes
42 (31) Balance c/d
161
430
633
633

T Sim
310 (15) Returns
90 (28) Bank
400

633

15
175
190

(2) Purchases

190
   
190

J Leech
(31) Balance c/d 278
(2) Purchases
63
   
(9) Purchases 215
278
278
(1) Balance b/d 278

633
P Tidy
(28) Bank
180
(2) Purchases 210
(31) Balance c/d 30
210
210
(31) Balance b/d 30

F Dunn
1,100 (10) Returns
31
224 (19) Bank
750
    (31) Balance c/d 543
1,324
1,324
(1) Balance b/d
543
(15)
(28)
M Lyons
(31)
(1) Sales
309 (10) Returns
82 (31)
227
(12) Cash
309
309

(1) Sales
(8) Sales

F Rock
Returns
21
(2) Purchases
Bank
100
(9) Purchases
Returns
18
Balance c/d 215
354
(1) Balance b/d

190
164
   
354
215

Wood, Hughes and Dunn are debtors. Leech, Tidy and Rock are creditors.

1.7
Bank
8,000 (17)
845 (21)
(31)
    (31)
8,845

G. Byers
Stop Ltd
Van
Bal c/d

700
740
6,250
1,155
8,845

Cash
(5) Sales
510
(6)
(30) G. Prince
(9)
(Loan)
1,000 (12)
    (31)
1,510

Wages
Purchase
Wages
Bal c/d

110
(2)
120
(2)
110
(2)
1,170
(9)
1,510 (10)
(10)

(1) Capital
(24) B. Tyler

(31) Bank
(6) Cash
(12) Cash

Capital
(1) Bank
Van
6,250
Wages
110
110

8,000

(5)
(7)
(7)
(7)
(13)
(13)
L. Frank
G. Byers
P. Lee
Cash
G. Byers
P. Lee

Sales
Cash
J. Snow
K. Park
B. Tyler
K. Park
B. Tyler

510
295
360
640
610
205

Purchases
550
540
610
120
410
1,240
Returns outwards
(18) P. Lee
83
(27) L. Frank
18

continued
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(15) Stop Ltd

(7) Sales
(7) Sales
(13) Sales
(7) Sales
(13) Sales
(27) Returns
(17) Bank

(18) Returns

(21) Bank

Shop fixtures
740
G. Prince (loan)
(30) Cash
J. Snow
295
K. Park
360
610
B. Tyler
640 (24)
205
L. Frank
18
(2)
G. Byers
700
(2)
(10)

1,000

Bank

845

Purchases

550

Purchases
Purchases

540
410

P. Lee
83
(2) Purchases
(10) Purchases
Stop Ltd
740 (15) S. fixtures

610
1,240
740

Trial balance as at 31 March 20X3
Bank
1,155
Cash
1,170
Capital
8,000
Van
6,250
Wages
220
Shop fixtures
740
G. Prince (loan)
1,000
J. Snow
295
K. Park
970
L. Frank
532
G. Byers
250
P. Lee
1,767
Revenue
2,620
Purchases
3,470
      
101
Returns outwards
14,270
14,270

1.9
G. Foot
Income Statement for year ending 30 June 20X2
Sales revenue
Cost of sales
Gross profit
EXPENSES
Salaries
Heating and lighting
Motor expenses
Rent
Insurance
Other operating expenses

$
266,000
(136,000) (Note 1)
130,000
(52,000)
(700)
(4,600)
(3,800)
(3,000)
   (300)

Profit at end of year

65,600 (Note 2)

Note 1: Cost of sales = $154,000 – $18,000 (inventory at 31 December 20X2) = $136,000
Note 2: Profit at end of year = Gross Profit ($130,000) – Expenses ($64,400) = $65,600

1.10
G. Foot
Statement of Financial position at 30 June 20X2
$
Non-current assets
Buildings
Fixtures

84,800
2,000

$

continued
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Vans

16,000
102,800

Current assets
Inventory
Trade receivables
Bank

18,000
31,200
15,000
64,200
167,000

Total assets
Equity
Owner’s capital
Retained profit

114,000
65,000
179,000
28,600

Drawings

151,000
Liabilities
Trade payables

16,000
167,000

Total equity and liabilities

Chapter 2
2.1
Trade Payables Ledger Control Account
246
Balance b/d
8,300
Purchases
749
8,046
17,341

Returns outwards
Bank
Discounts received
Balance c/d

11,241
6,100
      
17,341

Chapter 3
3.1
Item

If no effect
state ‘No’

(i)

No

(ii)

No

(iii)

No

(iv)

Debit side exceeds
credit side by

Credit side exceeds
debit side by

$290

(v)

$188

(vi)

$317

(vii)

No
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3.2

(a) B Roy
Dr 1,410
A Ray
Cr 1,410
(b) Cash
Dr
94
Bank
Cr
94
(c) D Rolls
Dr 734
D Rollo
Cr
734
(d) Purchases
Dr
72
L Hand
Cr
72
(e) G Boyd
Dr 128
Cash
Cr
128
(Needs double the amount to cancel out the error and replace it with the correct
amount.)
(f) Sales
Dr 320
Fittings
Cr
320
(g) Cash
Dr 400
Bank
Cr
400
(Needs double the amount.)
(h) Purchases
Dr 1,182
Furnishings
Cr 1,182

3.3
(a)
(i)
(ii)
(iii)
(iv)
(v)
(b)

(c)

(Narratives omitted)
Sales
Office equipment
Suspense
Purchases
Drawings
Purchases
Bank charges
Suspense
Suspense
K Lamb

The Journal

Dr
125

Cr
125

10
10
140
140
22
22
90
90

Suspense
Purchases
10
Balance
90
Bank charges
K Lamb
100
Statement of Corrected Profit for the year ended 31 December 20X0

78
22
100
$
28,400
10
140
(125)
   (22)
28,403

Profit for the year per the financial statements
Cost of goods overcast
Cost of goods purchased privately
Revenue shown in error
Expenses omitted (Bank charges)
Revised profit for the year

3.4
Fixtures
Drawings
Purchases
Computer equipment
Bell and Co
Irrecoverable debts
Office equipment

Dr
Dr
Dr
Dr
Dr
Dr
Dr

1,153
340
68
640
42
124
1,710

Bell and Co
Purchases
Drawings
H Cowes
Fixtures
P Lees
Furniture Today Ltd

Cr
Cr
Cr
Cr
Cr
Cr
Cr

1,153
340
68
640
42
124
1,710
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Chapter 4
4.1
(a) Straight line
Cost
Yr 1 Depreciation*
Yr 2 Depreciation
Yr 3 Depreciation
Yr 4 Depreciation
Yr 5 Depreciation

8,000
1,120
6,880
1,120
5,760
1,120
4,640
1,120
3,520
1,120
2,400

(b) Reducing balance
Cost
Yr 1 Depn 20% of 8,000
Yr 2 Depn 20% of 6,400
Yr 3 Depn 20% of 5,120
Yr 4 Depn 20% of 4,096
Yr 5 Depn 20% of 3,277

8,000
1,600
6,400
1,280
5,120
1,024
4,096
819
3,277
655
2,622

*8,000 − 2,400
= 1,120
5
4.2
(a)
20X0
Jan 1 Bank
20X1
Jan 1 Balance b/d
Jul 1 Bank
Oct 1 Bank
20X2
Jan 1 Balance b/d
20X3
Jan 1 Balance b/d
Apr 1 Bank
(b)
20X0
Dec 31 Balance c/d
20X1
Dec 31 Balance c/d

20X2
Dec 31 Balance c/d

20X3
Dec 31 Balance c/d

Equipment
20X0
800
Dec 31
20X1
800
Dec 31
2,400
600
3,800
20X2
3,800
Dec 31
20X3
3,800
Dec 31
1,400
5,200

Balance c/d

800

Balance c/d

3,800
   
3,800

Balance c/d

3,800

Balance c/d

5,200
   
5,200

Provision for Depreciation: Equipment
20X0
80
Dec 31 Profit and loss
20X1
295
Jan 1 Balance b/d
   
Dec 31 Profit and loss
295
20X2
675
Jan 1 Balance b/d
   
Dec 31 Profit and loss
675
20X3
1,160
Jan 1 Balance b/d
   
Dec 31 Profit and loss
1,160

80
80
215*
295
295
380
675
675
485**
1,160
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* 800 × 10%
= 80
2,400 × 10% × ½ = 120
600 × 10% × ¼
= 15
		
215
** 3,800 × 10%
= 380
1,400 × 10% × ¾ = 105
		
485
(c)

Statement of Financial Position Extracts
31 December 20X0
31 December 20X2
$
$
$
Non-current assets
Equipment
720 (1)
31 December 20X1
31 December 20X3
$
$
$
Non-current assets
Equipment
3,505 (2)
Notes:
(1) After
(2) After
(3) After
(4) After

4.3

accounting
accounting
accounting
accounting

for
for
for
for

depreciation
depreciation
depreciation
depreciation

$
3,125 (3)
$
4,040 (4)

of $80
to date of $295
to date of $675
to date of $1,160

(a) Per text.
(b) Any three from: physical deterioration, economic factors, obsolescence, inadequacy, time, wasting character (e.g. mines).
(c) Straight line and reducing balance.
(d) Keep consistently to one particular method for an asset.
(e) Briefly: otherwise would not be able to calculate figures until asset put out of use,
possibly many years hence. Need to calculate profits, allowing for depreciation,
even though figures not absolutely accurate.
(f) Profits would be overstated. Values per statement of financial position also
overstated.
(g) Prudence concept does not take profits into account until they have been realised.
An increase in value, without sale, does not represent realisation.
(h)
(i)
20X2
Jan 1
20X3
Jan 1
20X4
Jan 1
(ii)
20X4
Jan 4

Machinery
20X2
Dec 31 Balance c/d
20X3
5,000
Dec 31 Balance c/d
Balance b/d
20X4
5,000
Jan 4 Machinery disposals
Balance b/d
Provision for Depreciation of Machinery
   
20X2
1,000
Dec 31 Profit and loss
Machinery disposals
20X3
Dec 31 Profit and loss
1,000

Bank

5,000

5,000
5,000
5,000
   
500
500
1,000

continued
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(iii)
20X4
Jan 4

Machinery

Machinery Disposals
20X4
5,000
Jan 4 Provision for depreciation
Jan 4 Bank
   
Dec 31 Profit and loss
5,000
Profit and Loss (extracts)

(iv)
20X2
Dec 31 Provn for depn of machinery
500
20X3
Dec 31 Provn for depn of machinery
500
20X4
Dec 31 Machinery disposals (loss)
240
(v) (Extracts)
Income Statement for the year ending 31 December
(20X2) Provision for depreciation
(20X3) Provision for depreciation
(20X4) Loss on sale of machinery

1,000
3,760
240
5,000

500
500
240

4.4
(a)
20X1
Dec 31 Various
(b)
Dec 31 Balance c/d

Irrecoverable debts
20X1
700 Dec 31 Profit and loss
Allowance for doubtful debts
340 Jan 1 Balance b/d
    Dec 31 Profit and loss
340
(c)
Income Statement (extracts)
Irrecoverable debts
700
Allowance for doubtful debts
40
(d)
Statement of Financial Position (extract)
Trade receivables
Less allowance for doubtful debts

700
300
40
340

16,800
672

16,128

4.5
(a)
20X0
Jul 1
20X1
Jun 30

Cash and bank

(b)
20X1
Jun 30
   30

Cash and bank
Owing c/d

(c)
20X1
Jun 30
   30

Stock b/d

Cash and bank
Rates owing c/d

Stationery
20X1
60
Jun 30
   30
240
300
General Expenses
20X0
470
Jul 1
60
20X1
   
Jun 30
530
Rent and Rates
20X0
5,410
Jul 1
393

Profit and loss
Inventory c/d

Owing b/d
Profit and loss

Owing b/d
Rent
Rates

205
95
   
300

32
498
530

220
191

continued
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20X1
Jun 30
30

(d)
20X1
Jun 30
   30

(e)
20X0
Jul 1
20X1
Jun 30

Cash and bank
Owing c/d

Owing b/d
Profit and loss

   
5,803
Motor Expenses
20X0
1,410
Jul 1
67
20X1
   
Jun 30
1,477
Commission Receivable
20X1
50
Jun 30
   30
1,132
1,182

Profit and loss
Rent prepaid c/d

Owing b/d

5,022
370
5,803

92

Profit and loss

1,385
1,477

Cash and bank
Owing c/d

1,100
82
   
1,182

5.1
Gray, Wilkes and Booth
Appropriation Account for the year ending 31 December 20X2
Profit of the year
Less: Salaries – Wilkes
Less: Salaries – Booth
Interest on capital
Less: Salaries – Gray
Less: Salaries – Wilkes
Less: Salaries – Booth
Share of profit
Less: Salaries – Gray 3/8
Less: Salaries – Wilkes 3/8
Less: Salaries – Booth 1/4

5.2

84,800
32,000
14,000

46,000

2,500
2,000
1,500

6,000

52,000
32,800

12,300
12,300
8,200

32,800

(a)

Penrose and Wilcox
Proﬁt and Loss Appropriation Account for the year ending 31 December 20X2
Profit of the year brought down
Add Interest on drawings: Penrose
270
180
Add Interest on drawings: Wilcox
(i)

Less Salary: Penrose
Interest on capital: Penrose
Interest on capital: Wilcox

6,810
450
7,260

2,000
540
720

1,260

Balance of proﬁt shared:
2,400
Interest on capital: Penrose 3/5
1,600
4,000
Interest on capital: Wilcox 2/5
(ii)
Current Accounts (dates omitted)
Penrose Wilcox
Penrose
Balance b/d
640
Balance b/d
Interest on drawings
270
180 Interest on capital
540
Drawings
3,000
2,000 Salary
2,000
1,030
470 Share of proﬁt
2,400
Balances c/d
4,940
2,650
4,940

3,260
4,000

4,000
Wilcox
330
720
1,600
2,650
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(b) Shows easily whether original investment is growing or declining.
(c) He had taken out more in drawings than he was entitled to as share of profit.
(d) (i)	To calculate profit of the year.
(ii) To show how the profit for the year is divided between the partners.
(e) (i)	To compensate one partner for having contributed more as capital than another.
(ii)	To provide deterrent if partners take out more in drawings than they need to.

Chapter 6
6.1
Developing Limited
Statement of Changes in Equity (extract) for 20X3 ($000s)
Retained
General
Profits
Reserve
Opening balance
3
7
Retained profits for the year
27
–
(10)
10
Transferred to General Reserve
20
17
Closing balance
Statement of Financial Position as at 31 December 20X3 ($000s)
Non-current assets
Current assets
Less: Current liabilities – Trade payables
Less: Non-current liabilities – Loan notes
Share capital
Ordinary shares of 50c each
10% Preference shares of $1 each

Authorised
100
50
150

Reserves
Share premium
General reserve
Retained profits

Share
Premium
4
–
  
4
140
50
190
19
171
20
151
Issued
80
30
110

4
17
20
41
151

Chapter 7
7.1
Workings:
Balance b/d
Receipts from debtors
Cash sales

Cash
194
1,540

Bank
920
94,200

Cash
Cash
Trade payables
Rent

1,310

Bank
12,600
63,400
3,200

continued
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Loan from F Tung
Bank

2,500
12,600
      
14,334

      
97,620

Insurance
Drawings*
xxx
Other operating expenses
180
Balance c/d
   272
14,334

1,900
11,400
820
4,300
97,620

* Figure for drawings is that needed to make cash columns balance, i.e. 12,572.
Capital at 31 December 20X7
Bank
920
Cash
194
Inventory
24,200
Trade receivables
9,200
Insurance prepaid
340
5,500
Motor van
40,354
7,300
Less Trade payables
33,054

Purchases
Bank
Cash
− Opening Crs
+ Closing Crs

63,400
1,310
64,710
7,300
57,410
8,100
65,510

Sales
Bank
Cash

94,200
1,540
95,740
9,200
86,540
11,400
97,940

− Opening Drs
+ Closing Drs

A Bell
Income Statement for the Year Ending 31 December 20X1
$
97,940
(62,610) (Note 1)
35,330

Sales revenue
Cost of sales
Gross profit
EXPENSES
Rent
Insurance
Other operating expenses
Depreciation
Profit at end of year
Note
Note
Note
Note

1:
2:
3:
4:

(3,560) (Note 2)
(1,840) (Note 3)
(1,000) (Note 4)
(900)
28,030

Opening inventory ($24,200) + Cost of Goods ($65,510) – Closing inventory ($27,100)
$3200 + $360
$1900 + $340 – $400
$820 + $180

Statement of Financial position at 31 December 20X1
$
Non-current assets
Motor van
Current assets
Inventory
27,100
Trade receivables
11,400
Prepayments
400
Cash
272
4,300
Bank
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43,472
48,072

Total assets
Equity
Owner’s capital
Retained profit

$

33,054
28,030
61,084

continued

28/04/2016 09:56

Chapter 6 Practice exercises
Drawings

23,972 (2)
37,112

Liabilities
Non-current liabilities
Loan
Current liabilities
Trade payables
Other trade payables

2,500
8,100
360 (3)
8,460
48,072

Total equity and liabilities
(1) Taking into account depreciation of $900
(2) $12,572 + $11,400
(3) Rent of $360

Chapter 8
8.1
J Jones
Manufacturing Account for the year ending 31 December 20X2
Inventory of raw materials at 1.1.20X2
Add: Purchases
Less: Inventory of raw materials at 31.12.20X2
Cost of raw materials consumed
Factory wages
Prime cost
Indirect manufacturing costs
Fuel and Light (21,000 + 4,000) × 80%
Rent and business rates (21,000 − 5,000) × 75%
Repairs to plant and machinery
Depreciation – plant and machinery

21,000
258,000
279,000
25,000
254,000
59,000
313,000

20,000
12,000
9,000
8,000
49,000
362,000
14,000
376,000
11,000
365,000

Add: Work in progress at 1.1.20X2
Less: Work in progress at 31.12.20X2
Production cost of goods completed
J Jones
Income Statement for the Year Ending 31 December 20X2
Sales revenue
Cost of sales
Gross profit
EXPENSES
Fuel
Salaries
Rent and business rates

$
475,000 (Note 1)
(362,000) (Note 2)
113,000
(5,000)
(17,000)
(4,000)

continued
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Office expenses
Carriage outwards
Allowance for doubtful debts
Profit at end of year

(9,000)
(4,000)
(1,000)
73,000

Note 1: After allowing for returns inward of $7,000
Note 2: Cost of goods = inventory of finished goods 1.1.20X2 ($23,000) + Production costs of goods
completed ($365,000) – inventory of finished goods at 31.12.20X2 ($26,000)

J. Jones
Statement of Financial Position at 31 December 20X2
$
Non-current assets
Premises
Plant and machinery

$

410,000
64,000
474,000

Current assets
Inventory
Trade receivables
Prepayments
Bank

62,000
19,000
5,000
11,000
97,000
571,000

Total assets
Equity
Owner’s capital
Retained profit

457,000
73,000
530,000

Liabilities
Current liabilities
Trade payables
Other trade payables

37,000
4,000 (1)
41,000
571,000

Total equity and liabilities
Note:
(1) Accrual of $4,000

Chapter 9
9.1
(a)
Revenue
Cost of supplies
Gross profit

Shire Golf Club
Bar Trading Account for the Year ending 31 December 20X2
$
84,600
(44,290) (1)
40,310

continued
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Expenses
Wages paid to bar staff
Profit for the year

(29,200)
11,110 (2)

Note:
(1) Opening inventory ($9,400) + Cost of goods (441,300) – Closing inventory ($6,410)
(2) To income and expenditure account

(b)
Income and Expenditure Account for the year ending 31 December 20X2
Income
Subscriptions (183,400 − 1,870)
Proﬁt on bar
Proﬁts from rafﬂes
Less Expenditure:
Golf professional’s salary
Greenkeeper’s wages
General expenses
Depreciation of equipment
Surplus of income over expenditure

37,000
21,500
910
2,400

181,530
11,110
  6,508
199,148

61,810
137,338

Statement of Financial Position
$
Non-current assets
Clubhouse
Equipment

$

142,000
16,200
158,200

Current assets
Bar inventory
Bank

6,410
3,924
10,334
168,534

Total assets
Accumulated fund
Balance at 1 January 20X2
Surplus of income over expenditure

29,326
137,338
166,664

Liabilities
Current liabilities
Subscriptions received in advance
Total accumulated fund and liabilities

  1,870
168,534

40
100
×
= 25%
160
1
Cost of sales
120
=
= 12
		(ii)
Average inventory
10
32
100
×
= 20%
		(iii)
160
1
10.1 (a) (i)
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32
100
×
= 25%
128
1
20
= 2:1
		(v)
10
Trade receivables and bank
10
=
= 1:1
		(vi)
Trade payables liabilities
10
		(iv)
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Chapter

7

Further reading

The following texts cover all aspects of the topics covered in this unit. New editions of these
books are published every year.
●

Frank Wood, Sheila Robinson (2013) Book-keeping and Accounts
8th Edition
ISBN: 978-0273773061 Pearson

●

Alan Sangster, Frank Wood (2011) Frank Wood’s Business Accounting Volume 1
12th Edition
ISBN: 978-0273759188 Financial Times/Prentice Hall

●

Alan Sangster, Frank Wood (2012) Frank Wood’s Business Accounting Volume 2
12th Edition
ISBN: 978-0273767923 Financial Times/Prentice Hall

●

Robert Kemp, Jeffrey Waybright (2014) Financial Accounting, Global Edition
3rd Edition
ISBN: 978-1292019543 Pearson

●

David Cox (2012) Business Accounts
4th Edition
ISBN: 978-1905777 921 Osborne Books

●

David Cox, Michael Fardon (2013) Bookkeeping 2 Tutorial
ISBN: 978-1909173040 Osborne Books

●

FIA Foundations of Financial Accounting FFA (ACCA F3): Paper F3: Study Text (2013)
ISBN: 978-1445370279

●

BPP Learning Media (2014) AAT Control Accounts, Journals and the Banking System
ISBN: 978-1472708991

●

BPP Learning Media (2014) AAT Processing Bookkeeping Transactions
ISBN: 978-1472708984

●

I Harrison Introducing Accounting for AS
2nd Edition
ISBN: 978-0340959404 Hodder Education

You may find the following texts helpful but they are aimed at a higher level:
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●●

David Cox (2013) Accounts Preparation Workbook
ISBN: 978-1909173156 Osborne Books

●●

David Cox (2010) Sole Trader and Partnership Accounts Tutorial
ISBN: 978-1905777297 Osborne Books

Helpful websites
●●

http://catalogue.pearsoned.co.uk/educator/discipline/Accounting-Taxation/
91094450.page
Keep up to date with teaching tips, products and news.

●●

http://www.bized.co.uk/learn/index.htm
Aimed at the business student but lots of examples and hints specifically for accounting
studies.
The learning and teaching education resource for business and economic studies
including lesson plans and learning activities.

●●

http://www.accountingweb.co.uk/
Aimed at accountants in practice. Useful for keeping up to date with practical matters.
A virtual community for accountancy professionals. Services include biweekly newswire,
online news, questions and answers, accountant and corporate advisors directory.

●●

http://www.tutor2u.net/
Includes free resources and revision notes for students and teachers of economics,
business, and politics.

●●

http://accountancystudents.co.uk/
Accountancy Students is an accounting community with free resources for those studying
with professional accounting bodies.

●●

http://www.accaglobal.com/uk/en/student.html
Find support specifically for ACCA students. This section provides information, advice
and resources including syllabuses, study guides, past exam papers and more.

●●

http://www.osbornebooks.co.uk/home
Osborne Books is a leading educational publisher of learning resources for accounting
qualifications.
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Chapter

8

Glossary of International Accounting
Standards terminology
The following is a glossary of the comparison between the International Accounting
Standards (IAS) terminology and the UK GAAP (Generally Accepted Accounting Practice in
the UK) terminology. IAS terminology is used in the content of the LCCI financial and quantitative suite of qualifications but not all terms are present in all levels of the qualifications.
Centres should be aware that these terms are also referred to as International Financial
Reporting Standards (IFRS), in certain contexts within the industry, however the definitions and meaning remain the same.
IAS terminology

Previously used UK GAAP terminology

Financial statements

Final accounts

Statement of profit or loss and other
comprehensive income

Trading and profit and loss account

Revenue

Sales

Raw materials/ordinary goods purchased

Purchases

Cost of sales

Cost of goods sold

Inventory

Stock

Work in progress

Work in progress

Gross profit

Gross profit

Other operating expenses

Sundry expenses

Allowance for doubtful debt

Provision for doubtful debt

Other operating income

Sundry income

Investment revenues/finance income

Interest receivable

Finance costs

Interest payable

Profit for the year

Net profit

Retained earnings

Profit/loss balance

Statement of changes in equity
(limited companies)

Appropriation account
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Statement of financial position

Balance sheet

Non-current assets

Fixed assets

Property

Land and buildings

Plant and equipment

Plant and equipment

Investment property

Investments

Intangible assets

Goodwill, etc.

Current assets

Current assets

Inventory

Stock

Trade receivables

Debtors

Other receivables

Prepayments

Bank and cash

Bank and cash

Current liabilities

Current liabilities/creditors: amounts due
within 12 months

Trade payables

Creditors

Other payables

Accruals

Bank overdraft and loans

Loans repayable within 12 months

Non-current liabilities

Long-term liabilities/creditors: amounts
falling due after 12 months

Bank (and other) loans

Loans repayable after 12 months

Capital or equity

Capital

Share capital

Share capital

Statement of cash flows

Cash flow statement

Other terms
Inventory count

Stock take

Carrying value

Net book value
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