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Introduction
This was the first offering of the New Specification IAL Accounting syllabus.

Candidates coped well with the new expanded evaluation sections of each question and it 
was noticeable that centres had taken notice of the examiners advice through the numerous 
training sessions undertaken. Candidates generally considered a range of options for and 
against but reached a reasoned conclusion to the scenarios set.

There were considerably more strengths than weaknesses in candidates responses, but 
areas where further work might be undertaken to facilitate improvement were:

The double entry for non-current assets and provisions for depreciation as seen in question 
4 still causes candidates difficulty. It was also noted that the narrations for balance b/d or 
balance c/d were sometimes inappropriately abbreviated. The examiners will not accept 
b/d or c/d as the only narrative, therefore a few candidates lost a considerable number 
of marks. This point has been highlighted on many previous examiners reports and had 
improved, but in this examination there was some deterioration

Candidates are still not familiar with the meaning of the categories of cost and in 
particular the difference between semi-fixed and semi-variable cost. Candidates are also 
uncertain when preparing a cost of manufacture or job quotation showing the total cost of 
manufacture and the cost per unit. It is common place for candidates to omit either the 
direct labour cost or overhead cost.

This report continues to raise points on each of the six questions together with examples 
of candidates responses. The responses have been selected as typical responses which will 
demonstrate various points and also enable centres to see how the range of marks was 
awarded.
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Question 1
The question was well answered by most candidates who prepared accurate income 
statements and partnership current accounts. There were no common errors, but when an 
error did occur it was generally the calculation of the interest on the loan from Azlina or the 
depreciation on the non-current assets.

The financial position statement was prepared in good format and accurately. The only 
common error was to record the loan from Azlina in the non-current assets, although this 
loan had to be repaid within the year.

The identification of the proposed expenditures as capital expenditure or revenue 
expenditure was generally accurate. There was not any one particular expenditure which 
caused a large number of candidates difficulty.

The evaluation was generally well addressed. A wide range of arguments were proposed for 
and against the expenditure proposal with a conclusion reached.
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This candidates work was well received by the examiners. The 
income statement is accurate, with the correct structure, and 
arrived at the correct residue of profit. Therefore, the full 18 
marks were awarded for this section.

The current accounts were complete and accurate so the full 6 
marks were awarded for this section.

The financial position statement  was correct with the exception 
that the loan from Azlina was recorded as a non-current asset. 
Therefore 13 marks were awarded.

The expeditures were all correctly identified as capital or 
revenue so all 5 marks were awarded.

The evaluation considered some positive points particularly 
improvements in reputation which would bring more customers 
and investors. Negative points were also addressed, the cost 
and the need for more loans. A conclusion was provided but 
the rationale for that conclusion was limited. The candidate was 
awarded 10 marks of the 12 marks available.

Examiner Comments
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Question 2
The manufacturing account was generally well presented and accurately calculated. The 
most common error was the omission of the headings, cost of raw materials consumed, 
production cost, profit on manufacture and transfer to trading account.

The provision for unrealised profit on manufactured goods was often not attempted and 
there were few correct answers. However, responses to the manufacturing wages account 
were of a far better standard and there were many correct answers.

Identification of the accounting concepts which would be breached acted as a discriminator 
between candidates. Most candidates identified money measurement for Proposal 1 and 
many identified business entity for Proposal 4. The remaining proposals received a full 
range of answers – many of them incorrect. Where the correct concept was identified, the 
application to the scenario set was good.

The evaluation was generally good, candidates were aware of international accounting 
standards their points for and their limitations.
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This candidate's response was excellent. The manufacturing 
account is accurate and correctly labelled so the full 21 marks 
were awarded.

The provision for unrealised profit on manufactured goods 
account was presented in the correct format but the calculation of 
the adjusting figure was incorrect so 4 marks only were awarded. 
The manufacturing wages account was correct, therefore the full 
5 marks were awarded.

The candidate correctly identified the correct concept in Proposals 
1, 2 and 4 and there was some explanation. Therefore 2 marks 
were awarded for each concept making 6 marks in total.

The evaluation raised a number of favourable points, accuracy of 
profit, acceptance by financial institutions, valid comparison of 
results. The point against was the expertise required to facilitate 
the use. The conclusion was deduced from the evidence and 
some rationale for that conclusion was made from the evidence 
presented, but this could have been stronger. The examiners 
awarded 11 marks of the 12 marks available.

Examiner Comments
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This example is typical of many candidates work seen by 
examiners.

The answer is in bullet point format and this is quite acceptable 
and we do not discourage this. Financial information provided 
to stakeholders will quite often be best presented in bullet point 
format.

However, even though in bullet points there is still the 
requirement for the candidate to firstly, adequately explain the 
point being made. Secondly, there is still the requirement for a 
conclusion together with a rationale for that conclusion.

Here the candidate does make the positive points about 
accuracy of results and the ability to compare results. On 
the negative side the cost of an accountant is required to 
implement.

The answer provides basic points without any development. 
There is also no conclusion to the evaluation. The examiners 
therefore awarded 6 marks for a limited response.

Examiner Comments
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Question 3
This was an addition to the specification requiring the candidate to project forward using 
given information.

The question was generally well answered by candidates. Parts (a) and (b) were accurate 
and formed a firm basis for the remainder of the question .

In part (c) the calculation of the revenue, depreciation and interest on loan were the most 
common errors of calculation.

Part (d) was answered well using the own figures from the previous sections.

Evaluations tended to focus on the financial calculations without any consideration of 
non-financial factors relating to the move such as the increased profile or customer base 
attracted by the increased inventory base.
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The answer to part (a) was correct and all 5 marks were awarded.

Part (b) was also correct with both ratios correctly calculated and 
with appropriate narratives, times and %. 6 marks were awarded.

In part (c) the revenue was incorrectly calculated and therefore 
the mark was lost. The depreciation was also incorrectly calculated 
resulting in the loss of one of the marks. 8 marks were awarded 
for this part of the question .

In part (d) the profit for the year was not the correct own figure 
from part (c) and the resulting answer was incorrect because the 
decimal point was incorrectly placed. Therefore only 1 mark was 
awarded for this part of the question .

The evaluation was very limited and only really considered one 
side of the argument. A reduced profit on the own figure rule 
and the higher expenses are valid points. However, with only one 
side considered without a genuine conclusion only 2 marks were 
awarded.

Examiner Comments
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Question 4
This is one topic that some candidates are less comfortable in addressing, particularly the 
preparation of ledger accounts.

In part (a), candidates were aware of why depreciation should be charged. Candidates 
tended to focus upon a single point and not consider a number of aspects.

In part (b) candidates were generally able to calculate the depreciation for the year.

Part (c) acted as a discriminator between candidates, some of whom were able to prepare 
both ledger accounts and were awarded full or near to full marks. Other candidates scored 
few marks demonstrating a lack of underpinning knowledge including arriving at a debit 
balance on the provision account and credit balance on the asset account. There were a 
minority of candidates who used inappropriate narratives for balancing and were penalised.

Part (d) was not well prepared, considering that it was no more then what would 
be completed in any set of financial statements such as in question 1. In particular, 
many candidates only recorded the depreciation for the year and not the accumulated 
depreciation.

In part (e) the question was really asking whether it was appropriate to charge a small 
percentage of depreciation using the straight line method for a rapidly depreciating asset 
such as computers. Many candidates failed to consider the appropriateness of the method or 
the small percentage of the depreciation.
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In part (a) of the question the candidate raises the points of not 
overstating profits and the value of the asset in the statement 
of financial position. Therefore 2 marks were awarded.

In part (b) 1 mark was awarded for the calculation of £7000.

Part (c) is substantially correct, but the label income statement 
is used instead of Bank and the disposal in the Provision 
account was recorded as £500 instead of £2500. Therefore 8 
marks were awarded in total.

In part (d) 4 marks were awarded, 3 marks in the cost column 
and 1 mark for the total carrying value.

The evaluation was awarded 4 marks of the 6 marks available. 
The substance of the question was whether the straight line 
percentage is appropriate for computers. The candidate did 
question this and concluded that it was probably not a good 
decision but the reasoning was not always clear.

Examiner Comments
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Question 5
Candidates are still unable to describe or explain the differences between different 
categories of cost.

The explanations for allocation and apportionment were more informed.

Part (c) was very well completed with most candidates achieving high marks.

Part (d) the quality of responses was variable. Often the candidate omitted the overheads 
or the direct labour. A minority of candidates calculated the cost of manufacture for 200 
batches of 200 items. This would still have attracted most of the marks if the candidate had 
divided the total cost by 200 x 200 to arrive at the cost per component, but some failed to 
do this and arrived at circa £800 for a component which currently has a value of £5.

The evaluation generally included both financial and non-financial factors, and was well 
balanced with a clear conclusion.
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Part (a) is typical of the explanations of the two costs. 0 marks 
were awarded.

In part (b) the candidate has some grasp of the two concepts but 
the explanation is not complete. 2 marks were awarded, one for 
each concept.

Part (c) was correct the full 9 marks were awarded for (i) and (ii).

Part (d) the answer was accurate and in good format and the full 
7 marks were awarded.

Part (e) was awarded 5 marks. The negative of an impact on 
profit is stated but this is counterbalanced by increased demand. 
A conclusion is drawn which has some rationale.

Examiner Comments
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Question 6
Most candidates were able to identify four errors that would not be revealed by the trial 
balance.

Part (b) was a different test of double entry and candidates generally equipped themselves 
well. Some candidates failed to correctly calculate the depreciation to be released on the 
motor vehicle.

Part (c) candidates generally identified the impact of each error on the profit for the year. 
There were no common errors identified.

Part (d) was generally well answered, with many valid points made for and against the use 
of ICT. Candidates often omitted to provide a conclusion.
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In part (a) four errors are identified and 4 marks 
awarded.

In part (b) some marks are awarded for the 
correct narrative and some marks for the correct 
narrative and value. 7 marks were awarded.

Part (c) is substantially correct with only Error (2) 
incorrect. Therefore 7 marks were awarded.

In part (d) the candidate proposes a number 
of valid points both for and against ICT. The 
candidate does not, however, arrive at a 
conclusion of whether the owner should use ICT. 
Therefore 4 marks were awarded.

Examiner Comments

When preparing journal entries it 
should be remembered that the journal 
can only adjust a Ledger Account. 
References to day books, journals or the 
cash book is not adjusting an account.

Examiner Tip
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Paper Summary
There are many positives to the work being undertaken within centres which reflects well 
upon the work seen from candidates in the examination.

Based on their performance on this paper, candidates are offered the following advice:

•	 Further strengthening of double entry skills where many candidates struggled on 
Question 6. This remains the foundation of the understanding of Accounting and centres 
should consider their reinforcement of these skills throughout the course of study. 
Reference to Getting Started to Teach IAL Accounting will assist centres in achieving 
this.

•	 More emphasis on ensuring that appropriate narratives are applied to ledger accounts. 
In the case of balances avoid the narratives b/d and c/d as no credit will be awarded

•	 A clear understanding of cost accounting types of cost, particularly the difference 
between semi-fixed and semi-variable costs

•	 Preparation of quotations or cost of manufacture statements including all three elements 
of cost

•	 Ensuring that all evaluation sections have a conclusion with a reason given for that 
conclusion.
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Grade Boundaries
Grade boundaries for this, and all other papers, can be found on the website on this link:

http://www.edexcel.com/iwantto/Pages/grade-boundaries.aspx
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