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Introduction

Centres are again to be congratulated for the preparation of their candidates for this paper
that this has been achieved in challenging times.

In this series, candidates were generally able to demonstrate an overall ability in accounting
with no major weaknesses, but areas where some additional concentration could improve
performance. These are referred to specifically in the summary and Centres may wish to
apply some attention to those issues.

3 IAL Accounting WAC11 01



Question 1

Candidates generally answered this question well and with considerable accuracy.
Candidates were able to demonstrate a good understanding of the concepts of revenue and
capital expenditure and then apply those principles to the examples set in the question. The
journal entries to correct the errors were also substantially accurate.

The statement of profit or loss and other comprehensive income was mostly prepared
accurately together with the appropriation account. A minority of candidates attempted to
include an adjustment of the allowance for doubtful debts, but the question did not require
this to be completed. The current accounts were substantially accurate, containing the
appropriate entries only.

The statement of financial position was generally presented in a good format and
substantially correct. Appropriate adjustments had normally been made to the bank account
and the trade payables to take account of the correction of the errors from part (c) of the
question.

The evaluation of the possible change from some credit sales to all cash sales was generally
well answered. Candidates could generally identify at least two favourable and two negative
aspects of the proposed change. To achieve full marks and a level 4 answer, candidates
should make an appropriate decision and then provide some summarised rationale for that
decision. Many candidates did make that decision but failed to justify it with a reason.
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This is a response that was awarded 50 marks for question 1. Overall, candidate responses to
this question were generally very good, accurate and in a good format.

1 (a) Explain two differences between revenue expenditure and capital expenditure.
A T g | ()

1. Rexenwe. ecoandteure. §5. the A0y~ 0 ~ ARy tapensti thok o W ines SOows

(b) State whether each of the following costs Is revenue expenditure or
capital expenditure.
(3)

+ Redecoration.

o R R RO A oo

« Additional computer equipment.

»  Advertising newly refurbished premises.

e O O R B Y e e
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(c) Prepare the journal entries, including bank entries, to record the premises
- refurbishment costs in the books. Narratives are not required.

' (4)
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(d) Prepare for the year ended 30 April 2022 the:

(i) Statement of Profit or Loss and Other Comprehensive Income (including an

appropriation section)
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(ii) current accounts of the partners.

(4)
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(e) Prepare the Statement of Financial Position at 30 April 2022.
{12)
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Linda and Rishi sell many of their goods on credit. They are considering changing the
method of sale to cash sales only.

(f) Evaluate the possible change of the method of sale to cash sales only.
(12)
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Examiner Comments
In this response, the candidate gave a clear understanding of the
difference between revenue expenditure and capital expenditure.

In part (a) the full 4 marks were awarded. In part (b) the first 2 items
were correct but the third was incorrect, therefore 2 marks were
awarded.

In part (c) the first two journals were correct, and 2 marks were
awarded. The third entry was incorrect, and no marks were awarded.

The statement of profit or loss and other comprehensive income was
completely correct and in a good format. A total of 16 marks were
awarded. The current accounts were in columnar format and were
correct both numerically and with appropriate narratives. 4 marks
were awarded.

The statement of financial position was in an appropriate format and
included all the correct elements and values. The bank and trade
payables were adjusted for the corrections. 12 marks were awarded.

The evaluation contained a range of positive and negative points
relating to the proposal. For the positives, the absence of irrecoverable
debts, no need to apply resources for credit control and the immediate
cash flow advantage were all stated. On the negative side, the impact
on sales due to customers not having available cash, and their possible
defection to another supplier were all considered. A conclusion was
reached but without any real reasoning.

Overall, the response for question 1 was considered a level 4, but
because of the absence of any real rationale for the conclusion, it was
placed at the bottom of level 4 and was awarded 10 marks for part (f).

Plus
\\ Examiner Tip
Candidates generally are very proficient at completing financial
statements. It is really just a question of maintaining this standard.
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Question 2

There was a considerable variance in the quality of responses from candidates. Generally,
candidates calculated the ratios in part (a) with considerable accuracy but failed to explain
the implications of the calculations that they had made. An understanding of what the ratio
was telling us was missing.

The differences between cost behaviours of fixed and variable was generally understood and
answered well. Candidates were less certain about semi-variable and semi-fixed. The
examiners accepted that this may be a difficult topic to explain for many and the drawing of
a simple diagram may assist and still gain the award of the marks. Examples of each cost
behaviour was completed with a great deal of variability by candidates. The rent was
generally correct, but the other types of cost were more difficult to find.

In the preparation of the forecast statement in part (e), candidates generally miscalculated
the cost of sales. Candidates allowed for the 10% reduction in unit cost but omitted to
calculate the 25% increase in cost of sales due to the same percentage increase in sales
volume. In all other respects the forecast statement was accurate.

The application of social accounting to the scenario required consideration of three different
headings of the five headings for social accounting contained within the specification. One
mark was given for identification of the heading plus one mark for some development. Again,
there was great variability in the quality of responses. Candidates generally considered the
environmental impact but failed to consider other aspects.

The evaluation was generally well prepared and considered the use of profitability ratios on
the one hand, but also the counter argument of liquidity and the consideration of other non-
financial factors being important factors to bear in mind.
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This is a response that was awarded a total of 51 marks for question 2. This is a good
example of candidate work.

Source material for Question 2 is on pages 6 to 8 of the Source Booklet.
2 (a) Calculate the following ratios. Express your answers to two decimal places.

(i) Inventory turnover (in times per year). G

e Loy ofF Lades _  Almseos (11000 44booos — 18000 )

e P e

fiemsuge Somtes s - WO

(i) Gross profit as a percentage of revenue. i

W AMoocd — 19000 wiee = bR
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T MM 0000

E—Mm

(ii) Profit for the year as a percentage of revenue, o

Ifocoo —U«fuo o4 MNooo + uoes)

g
¥
2
3
<
\

T
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e A S = VW% s
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(iv) Percentage return on capital employed.
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.................................

..................

(vi) Trade receivables collection period (in days).
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...............................................................................................................................................

(b) Explain a possible reason for the changes in any two ratios for nd! of the
following for the year ended 30 April 2022,

(i) Profitability of the business.

.............................

..........

mt'fww' ~‘=::j .,.3-3‘%._..1’!.3... , f“*.« ‘“...F?‘C.O*":" !’M’r Ve
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...............................................

.......

(ii) Liquidity of the business,
(4)
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(c) Explain the difference between:

() fixed costs and variable costs
{(4)

W Bxed  (ocYC . ave  cosks. WhaY  do not Nayith

\h& level 0" _oukpul r‘rodutecl 2.0he  shay the same .

w‘rﬁlﬁwm‘-‘f ) “’SR wﬁ o\nec—M with m \““
b*owwmwﬂﬁh\%f—m&tﬂ o perew incieeled °~f
a‘f“me-fafwwwmﬁfaﬁwwmk

% L i
' --m--%----------------------«--nn----------------------u--u----mmunm-.c.".m.........r......“..------------........................................... ----------- -

(i) semi-fixed costs and semi-variable costs.
: (4)

CSewi Byed | cost  ove  congroat  ynen ~ise for
__ov npeage  in N* pub Phen W*’;i i “"“‘”‘“" “ﬂ"“
bebpye WIGna F“' Cu‘““‘ evel. 'E-—’ €9 - Supenisien wage:

Whe  semi—vavleble  (oske et gw element of fived (o

~Ahek  doeg no\' NoTy L L-Jn'rh ouhput- de _Md o e\cmmt’

) #? \Jmlab\t Les,*r Hm,t' \Ju'ffu sit.(_,\‘\.:j Pfan-{hcn@\'ehj
m%wtw&""rww

17 1AL Accounting WAC11 01



(d) State one example from Syed's costs of the following. : "

« Fixed cost
i Renk I . S S

....................................................

. Valrlable cost

Grerevel—Bepentet  Wychases

i

t

.............
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(e) Prepare the Forecast Statement of Profit or Loss and Other Comprehensive

Income for the year ended 30 April 2023.

. |

Revenue

...........................................................................................

300000
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A friend of Syed’s has suggested that when planning the expansion of his business he
should also consider social accounting aspects in addition to profit when operating

his business.

(f) Explain three ways in which Syed could consider social accounting in operating

his business.
' (6)

1 P te Whe  evponsion  of  Yhe  bubmerC he  chould

2 T e expansion  6F Pre bulmers he dhould contidey

effeet on e workfatte, he  choud wmake cute

hould Wive new employees fog Phe expanden SO ¥hE

...... T

............................................................................................

evhra poskess hived ncremes Phe g emplogmeny

..................................................................................................................................
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(g) Evaluate the use of profitability ratios as the only way :':f Judging the success of a
business.

{12)
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<g( Res ultsPlus

!/'--- Examiner Comments
In part (a) all of the ratios are completely correct and were awarded 2
marks each giving a total of 12 marks.

In part (b), when commenting upon the ratios prepared, the candidate
initially had to select two profitability ratios and then two liquidity
ratios for comment. The candidate chose gross profit percentage and
profit for the year percentage. This was correct, but the candidate
stated that there had been an increase and did not give a qualitative
comment, such as improved. No marks were awarded for this but one
good possible reason for the increase was stated for each ratio and a
total of 2 marks were awarded for part (b)(i). The liquidity selected two
appropriate ratios, stating that the current ratio had increased, and the
acid test had improved, which was the qualitative response that we
wished to see. For both ratios one possible reason for the increase was
stated. Therefore, a total of 3 marks were awarded for part (b)(ii).

In part (c), the candidate gave good explanations of the behaviour of
the four costs. There was the added dimension of a diagram which the
examiners will accept. 4 marks were awarded for (c)(i) and 4 marks for

(c)(ii).

In part (d) the candidate appeared a little indecisive, but 4 marks were
awarded. In part (e), the candidate made the same common mistake as
many candidates in respect of the cost of sales failing to account for
the cost of the additional 25% of production. 4 marks were awarded.

In part (f), the candidate identified three social accounting headings,
the effect on the environment, workers and the local community. All
three were given suitable development and examples, 6 marks were
awarded for this section.

The evaluation contained several positive points, including common
yardstick measure, identify trends and areas for attention. Points
against included non-financial, such as the workforce, and the
community need to be considered, as does the difficulty of direct
comparison. A conclusion was reached together with a rationale. The
response met the criteria for a level 4 answer and was awarded 12
marks for part (g).
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Examiner Tip

Ensure that comments about ratios are of a qualitative nature, ie, have
they improved or deteriorated etc, not just increased or decreased.
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Question 3

Candidates generally prepared accurate answers to this question. The trial balance was
substantially accurate and there were many completely correct answers.

In part (b), the trading account for the dance, the question generally resulted in the expenses
not being accurately calculated. It was common to find that candidates had calculated the
sale of tickets but failed to adjust the expenses of catering and band hire for the sums
outstanding.

In part (c), the construction and content of the income and expenditure account was
consistently good. Candidates generally included all the elements which were substantially
correct.

In the evaluation, candidates were required to interpret their previous calculations and make
comments upon their overall findings. Responses therefore varied widely and depended
upon candidates’ preparation of the trading account and income and expenditure account,
together with their observations.
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This is a response that was awarded 30 marks for question 3. It is an excellent answer.

3 (a) Prepare the trial balance for the Hillside Sports Club at 30 April 2022 including the

balance of the accumulated fund at that date. )
E Hillside Sports Club
Trial Balance at 30 April 2022

Dr Cr
£ £

Subscriptions received 29% 0

Trade payai:les \ 8%0

Rent payable 1% o0

Telephone charges 2920

Equipment (cost) 4%l0

Equipment - provision for depreciation A100

Bank overdraft - 70

- | Equipment repairs 60D .
Disposal account (profit on sale) 150
| Sale of dance tickets Q_AO'D
| Catering cost for dance 890 -
__;__L_ﬂ!_[e of band for dance 500

Donations received . 300

Sundry expenses Ay460

Accumulated fund 750

2270 | 9”70
. :
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(b) Calculate the profit or loss of the dance.
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(c) Prepare the Income and Expenditure Account for the year ended 30 April 2022.

Donation rewwed
D‘apog.al Ale P‘%’r
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(d) Evaluate the financial position of the Hillside Sports Club.
(6)
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/--.. Examiner Comments
In this response, the candidate correctly prepared the trial balance and
calculated the accumulated fund of £750. The statement was also
correctly balanced off and it was awarded 9 marks for part (a).

In part (b), the candidate had adjusted the income and expenditure of
the dance and arrived at the correct profit figure. 5 marks were
awarded for part (b).

In part (c), all of the income and expenditure items were correctly
included with suitable narratives and adjustments where necessary.
The deficit was described as such and not as a loss. 10 marks were
awarded for part (c).

On the other hand, the evaluation considered that the club had an
overdraft and that many expenses still required payment. Therefore,
the burden of debt was large. The counter argument centred on the
value of assets and particularly, that if expenses are controlled the club
would have a surplus. A conclusion was reached which could have
been a bit more expansive, but 6 marks were awarded for part (d).

\ Examiner Tip

Non-profit making organisations use different terminology to profit
making organisations. Income and expenditure instead of profit and
loss, surplus or deficit instead of profit/loss. Be aware of the correct
terminology.
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Question 4

In this question, candidates could generally state four reasons why a trader might prepare
control accounts.

In part (b), the trade receivables ledger control account was generally substantially correct,
although the closing credit balance of £400 was often not included. Considerable latitude
was given to the accuracy of the narratives in the account. Part (c) was generally answered
well with the credit balance being deducted from the debit balance to give a net trade
receivables figure in the current assets.

The ledger account in part (d) was generally not completed with accuracy. Few candidates
arrived at the irrecoverable debt of £540, and few recorded the recovery of some of the initial
irrecoverable debt. The narrative in the account were again an issue.
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This is a response that was awarded a total of 28 marks for question 4. It is an example of a
very good, well-structured answer.

4 (a) State four reasons why Marvin might prepare control accounts.
(4)
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(b) Prepare the Trade Receivables Ledger Control Account for the month of

April 2022.
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(c) Prepare the extract from the Statement of Financial Position showing the trade
receivables balance at 30 April 2022.
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(d) Prepare the B Luck Account in the books of Marvin.
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(e) Evaluate whether it is ever possible for Marvin to avoid all irrecoverable debts.
(6)
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« {ResultsPlus

/"-- Examiner Comments
In this response, two of the reasons for maintaining control accounts
were accepted, eg, to control errors and to assist in the preparation of
financial statements. The remaining two reasons were not accepted as
examiners did not consider it creditworthy that a primary reason was
to establish total purchases. Furthermore, if the candidate had stated
that the purpose was to calculate the balance of total trade
receivables, this would have been rewarded but just trade receivables
was not. Therefore, 2 marks were awarded for part (a).

In part (b) the numbers used in the the account were correct and
latitude was given to the narratives. Therefore, 10 marks were
awarded.

In part (c) the candidate calculated the correct trade receivables, and 3
marks were awarded.

In part (d) the candidate’s answer was correct with accurate narratives.
Therefore, 7 marks were awarded.

In the evaluation, the candidate quite correctly concluded that the only
way to totally eliminate irrecoverable debts was to sell for cash. If
credit sales were continued, good credit management could limit the
losses, such as regular calls each month. A conclusion was reached
together with a reason. Therefore, 6 marks were awarded for part (e).

sultsPlus
\ Examiner Tip
Narratives in ledger accounts are acceptable. Candidates should
always ensure that they are as accurate as possible.
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Question 5

This question was generally answered well by candidates.

In part (a) candidates were able to accurately explain overhead allocation and overhead
apportionment.

In part (b)(i), candidates generally prepared the manufacturing account in a good format,
clearly identifying and sectioning prime costs, overheads, and work in progress. Candidates
were mostly successful in apportioning accurately the overheads to manufacturing and
administration.

In part (b)(ii) the provision for unrealised profit account was generally prepared accurately.

Candidates were mostly successful at calculating the closing balance of the provision from
the closing balance of finished goods accurately and included this in the account.

This is a response that was awarded 30 marks. The candidate prepared an excellent answer
in a good format.

5 (a) Explain the following terms:

(4)
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(b) Prepare for the year ended 30 April 2022, the:
0] Manufacturing Account :
' (16)
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(i) Provision for Unrealised Profit Account.
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The Management of Harptree Manufacturing is considering changing the method of
remuneration for production workers to a group bonus scheme basis.

(c) Evaluate the proposed change in the remuneration method.
(6)
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« { ResultsPlus
/--.. Examiner Comments
In this response, the candidate was able to explain overhead allocation
and overhead apportionment and was awarded the full 4 marks.

In part (b)(i), the manufacturing account was accurately prepared with
the prime cost and overheads sections. These were then added
together. An adjustment was made for work in progress, the cost of
production, the manufacturing profit and the transfer values were
correct. All 16 marks were awarded.

In part (b)(ii) the revised provision was accurately calculated and
recorded in the provision account and 4 marks were awarded.

The evaluation demonstrated that the candidate was aware of the
positives of a bonus scheme, motivation, productivity, reduction in cost
and increased output. The candidate was also aware of the potential
disadvantages, such as increased supervision, product quality,
increased accidents, and worker bad feeling. A conclusion was reached
together with a rationale.

\ Examiner Tip

The evaluation on this candidate’s work was particularly good as it
summarised all the key points and arrived at a conclusion with a good
rationale.
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Question 6

In this question, candidates generally prepared informed answers. In part (a) candidates
were generally familiar with how the three accounting concepts would be applied when
charging depreciation.

The calculation of the year’s depreciation in part (b) consisted of four elements and
candidates generally collected at least two of those marks, and there were quite a few correct
answers.

In part (c), the double entries were substantially correct. However, this was another section
where the narratives used were inaccurate and the name of the other account involved was
not used. It was common in the equipment account to find the narratives 'Equipment’,
'Purchases' or 'Sales'. These clearly are both incorrect and inaccurate narratives and were
penalised as such.

In part (d), candidates’ understanding of the revaluation method varied significantly, but most
candidates managed to state at least one disadvantage.

The evaluation considered the use of the straight-line method allowing for equal cost for
equal use over the years and reducing the balance, which would probably give a more
realistic book value for the non-current asset. Candidates were generally aware of the
counter arguments.

This is a response that was awarded 30 marks. The candidate has prepared an excellent
response to this question.
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6 (a) Explain how the following accounting concepts and conventions would be
applied in the recording of non-current assets and charging depreciation.

(i) Historic cost
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(2)

(b) Calculate the total depreciation charge on equipment for the year ended

30 April 2022.
(4)
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(¢) Prepare for the year ended,ao April 2022, the:
(i) Equipment Accouft ° -
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(iii) Disposal Account.

(d) State three disadvantages of using the revaluation method for charging
depreciation.
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(e) Evaluate whether Highgate Construction should continue to use the straight-line -
method for depreciating the equipment.
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/“--'- Examiner Comments
In this response, the candidate explained how the concepts and
conventions would be applied. Therefore, 6 marks were awarded for
part (a).

In part (b) the depreciation for the year of £36,500 was calculated and
was awarded 4 marks.

The ledger accounts in part (c) were accurately prepared and had
appropriate narratives. Therefore, 11 marks in total were awarded.

Three disadvantages of the revaluation method were stated, and three
3 marks were awarded.

The evaluation highlighted the advantage of the straight-line method
not distorting profits but had the disadvantage that the net book
values in the early years would not reflect market value. Based upon
these arguments, together with an evaluation with a conclusion, the
answer was awarded the full 6 marks.

T4\ ResultsPlus
\ Examiner Tip
Ensure that candidates use appropriate narratives in ledger accounts.
This should always be the name of the other ledger account involved.
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Paper Summary

Although performance in the paper was generally strong, Centres may improve their
candidates’ chances in the examination by considering the following for additional attention.

¢ Financial ratios are components of most examinations. Often, they will involve a
comparison with ratios from the same business or a similar business. When comparing
ratios and commenting upon them the examiners will be looking for a qualitative
judgement of whether there is an improvement or deterioration, or whether it is better or
worse than the comparator. It is not sufficient to say that it is higher, lower, or increased,
decreased. We need a qualitative judgement of whether this is an improvement or
deterioration on the previous period, or to the comparator business.

e Evaluations have improved substantially in recent series. However, examiners have
observed that a considerable minority of candidates still fail to provide a
decision/conclusion, or a conclusion with a rationale. To move to a level 4 in Section Aor a
level 3 in Section B in evaluation, a candidates must arrive at a decision/conclusion and
provide some reasoning as to why that decision has been reached.

e Narratives in ledger accounts do require some attention. Centres will be aware that the
narrative entry should always be the name of the other account involved in the
transaction. In question 4 and question 6, there were ledger accounts where there was a
requirement for narratives to be accurately recorded. The examiners were flexible, within
reason, on this occasion, but will be looking for those narratives to be more accurate.
Candidates need to identify the name of the other account in the double entry and record
this as the narrative for cross referencing. For example, the narrative in the equipment
account cannot be ‘Equipment’, as was seen commonly in question 6.

e Candidates do not appear to have a clear understanding of semi-fixed and semi-variable
costs. These are detailed, together with diagrams, in the Edexcel Accounting 1 textbook
(p189). Candidates would be advised to refer to this page.

More concentration on these points will enhance the performance of candidates.
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Grade boundaries

Grade boundaries for this, and all other papers, can be found on the website on this link:

https://qualifications.pearson.com/en/support/support-topics/results-certification/grade-
boundaries.html
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