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Examiner Report  Account ing 6001 
Unit  1 The Account ing System and Cost ing 

 
General  
 
Cent res are to be congratulated for their preparat ion of students for the June 2008 
examinat ion. The standard achieved was higher than in previous examinat ions and 
candidates, in general,  demonst rated a sound understanding of account ing and were able 
to apply their skills and knowledge to the scenarios set .  
 
Candidates did not  demonst rate any signif icant  general weakness in any of the areas 
examined. Within the overall const ruct , in Sect ion A of the Paper, Quest ion 3, 
manufacturing accounts and in Sect ion B, Quest ion 5, cost ing, were less popular choices 
for candidates. 
 
Candidates cont inued to improve their evaluat ion skills with a range of responses which 
considered both aspects of the scenarios set .  
 
Part icular points that  will be tested in future examinat ions and which cent res may wish to 
reinforce with candidates are the: 

• Treatment  of life or long term memberships in the annual accounts of a club. 

• Formula for the calculat ion of return on capital employed. 

 
Quest ion 1 
 
The preparat ion of the departmental t rading and prof it  and loss account  was generally 
accurate and candidates scored high marks. Some candidates incorrect ly adj usted the 
revaluat ion of stock and the internal t ransfer of parts by adj ust ing the sales f igure. The 
apport ionment  of expenses between the departments was generally accurate and the 
provision for doubt ful debts accurately calculated and recorded. The balance sheet  was 
accurately prepared and presented in good format . 
 
In part  (b),  candidates accurately modelled an answer using the correct  formula for rate of 
stock turnover, but  were less accurate with the formula for mark up. Commonly, 
candidates used the formula gross prof it  over sales. Candidates were able to make 
appropriate comments in comparing their calculat ions in part  (b) to the sector averages. 
 
Candidates generally gave appropriate advice concerning the future of the department . 
Answers tended to fall into two categories, some candidates only related their answers to 
the loss being made by the department , but  other candidates also considered the wider 
impact  that  a closure of the department  would have upon the business. 
Common errors were: 

• Adj ustment (s) for revaluat ion and t ransferred parts made to sales f igure. 

• Treatment  of bank as a current  asset  and not  as a current  l iabilit y. 

• Use of correct  formula for ‘ mark up’ . 
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Quest ion 2 

 

Candidates were generally able to accurately calculate the closing balance of stock using 

the LIFO method and scored high marks in this sect ion of the quest ion. In part  (b), the 

t rading account  was generally accurately prepared, with many candidates achieving high 

marks within this sect ion. In part  (c), candidates generally adopted a cont rol account  

approach to the calculat ion of closing debtors and creditors. Candidates were generally 

accurate in the case of the creditors balance but  generally failed to take account  of the 

cash banked and t il l receipts when calculat ing the debtors balance. 

 

In part  (d),  candidates were able to ident ify alternat ives to the revaluat ion method of 

depreciat ion, in part icular reducing balance and st raight  line methods. Candidates tended 

to explain one or both of these methods without  considering the suitabilit y of each method 

to the part icular asset  under considerat ion, namely f ixtures and f it t ings. 

 

Part  (e) again tested the candidates’  knowledge of the value to a business of maintaining a 

set  of double ent ry accounts. This part icular it em has been tested on numerous occasions, 

but  many candidates were unable to ident ify clear points in favour and points against . 

 

Common errors: 

• Calculat ion of the closing debtors balance. 

• Failure to apply knowledge of depreciat ion methods to the suitabilit y for the asset  

of f ixtures and f it t ings. 

• Failure to ident ify points in favour or against  maintaining a set  of double ent ry 

accounts. 
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 Quest ion 3 

 

Candidates were generally unable to state the dif ference between a direct  expense and an 

overhead, although they could give an example of each type. 

 

In part  (b), the manufacturing account  was generally well prepared. The posit ion of the 

manufacturing wages and manufacturing salaries in the preparat ion of the manufacturing 

account  varied. Some candidates included both items in prime cost ; others included both 

under the heading of overheads. 

 

In part  (c), candidates generally calculated the total proj ected overhead with accuracy, 

but  failed to deduct  the actual overhead incurred to arrive at  an over or under recovery. 

The cost  of complet ing the order was generally accurately prepared but  the prof it  was 

often not  calculated and where a calculat ion had been made this was not  based upon the 

order price of £40 000, but  some other f igure. Very few candidates at tempted to calculate 

the percentage prof it  achieved. 

 

In part  (e) candidates generally were able to explain the circumstances in which it  would 

be appropriate to use machining recovery rates or labour recovery rates. 

 

Common errors: 

• Definit ions of direct  expenses and overheads. 

• Recording of manufacturing wages and manufacturing overheads in incorrect  

sect ions within the manufacturing account . 

• Use of the actual overhead incurred to establish the over or under recovery. 

• Calculat ion of the percentage prof it  achieved. 

 

Quest ion 4 

 

Many candidates were unclear about  the t reatment  of f ive year memberships in the income 

and expenditure account  and in the balance sheet . This topic will be tested in future 

examinat ions.  

 

In part  (b), candidates generally prepared accurate subscript ion accounts with the correct  

t reatment  of opening and closing balances in the accounts. The bar t rading account  was 

also in good format  and many candidates accurately calculated the value of the closing 

stock from the mark up on prof it .   

 

In part  (c), candidates were able to consider points in favour and against  calculat ing the 

closing stock as an alternat ive to a physical stock take. 

 

Common error: 

• Treatment  of long term memberships in the income and expenditure account  and in 

the balance sheet . 
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Quest ion 5 

 

Candidates who at tempted this quest ion generally prepared good answers which were 

substant ially correct . In part  (a) candidates were aware that  j ob cost ing was used for 

unique, one off ,  j obs. However, candidates were generally unable to develop the 

explanat ion further. 

 

In part  (b), there were many correct  answers and most  candidates achieved an answer that  

was at  least  substant ially correct . In part  (c), candidates were able to prepare 

substant ially correct  answers, but  common errors occurred in the calculat ion of the 

income, with £32 000 commonly seen, and the vehicle costs recorded as £5 000, 

account ing for two vehicles, not  three. 

 

In part  (d), candidates were able to provide appropriate advice based upon the 

calculat ions from previous sect ions. However, candidates concent rated on f inancial advice 

and generally failed to consider non f inancial aspects. 

 

Common errors: 

• Calculat ion of £32 000 income in part  (c). Calculat ion of one elect rician not  two. 

• Calculat ion of vehicle costs account ing for two not  three vehicles. 

 

Quest ion 6 

 

Candidates were fully conversant  with the dif ference between capital and revenue 

expenditure and could consistent ly apply those principles to the scenarios set . 

 

In part  (b), candidates accurately calculated the current  and liquid (acid test ) rat ios. A 

maj ority of  candidates failed to calculate the return on capital employed accurately. 

Candidates generally failed to account  for the long term loans in the calculat ion. 

 

Candidates were able to make appropriate comments concerning the movement  of the 

three rat ios over the two year period together with appropriate comments on the 

evaluat ion of the use of own funds to f inance the development .  

 

Common error: 

• Calculat ion of the return on capital employed. Failure to include long term 

liabilit ies in the calculat ion. 
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Quest ion 7 

 

Candidates accurately prepared the j ournal ent ries correct ing the errors in part  (a) of the 

quest ion. The preparat ion of the ledger account  of Coldst ream was generally less thorough 

and candidates generally did not  complete the double ent ry ident if ied in the j ournal. 

 

Candidates were generally clear about  the meaning of errors of commission and principle 

and could ident ify examples of each type. Candidates were also familiar with points in 

favour and against  the use of a t rial balance. 

 

Common error: 

• Complet ion of a ledger account  from j ournal ent ries ident if ied. 
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6002 Examiner Report  Account ing   
 
General Comments 
 
The level of responses this year appeared to be quite st rong.  It  is pleasing to see that  
candidates have clearly grasped some aspects of the syllabus.  Other areas st il l require 
more pract ice to develop a full understanding. 
 
Whilst  overall standards were quite good, the points listed below are general areas where 
candidates may look to improve performance. 
 

• Candidates are advised to show all workings, as marks are available for the stages 
in the workings.  Showing the answers only is a “ high risk st rategy” , as a wrong 
answer results in no marks.  

 

• Careful reading of  the quest ion is advised, as some candidates may arrive at  a 
wrong conclusion. For example, “ the relat ive importance of liquidity and 
prof itabil it y”  requires a candidate to conclude which of the two is the most  
important , not  j ust  write all they know about  each.  

 

• Evaluat ion usually involves a j udgement , usually on f igures calculated.  Candidates 
need to t ry to ensure they have considered BOTH sides of the argument , before 
arriving at  a conclusion. At  the end of an evaluat ion, the candidate may have to 
form an overall conclusion  e.g. “ the proj ect  is worth invest ing in.”  

 
Quest ion 1 
 
This was a popular quest ion, and where candidates answered using Format  1 of the 
Companies Act , marks were usually good.   However, a disappoint ing number of answers 
st il l had the accounts drawn up as if  they were prepared for a sole t rader, with no 
reference to the headings and layout  required by the Companies Act .  Sect ion (b) was 
poor, with many candidates guessing what  was involved in the Directors Report .  Many 
confused this with the Auditors Report .  It  would appear that  many students have not  seen 
a company’ s f inal accounts.  These are somet imes available on the internet , by visit ing the 
website of the company. Alternat ively, they can be downloaded for the sum of £1 from 
Companies House, for the company of  your choice.  The web address is   
www.companieshouse.gov.uk    Students would benefit  f rom looking at  an actual set  of  
published accounts if  possible.  
 
Common errors were :   

• Failure to layout  accounts using Format  1 of the Companies Act , preferring a “ sole 
t rader”  style 

• Allocat ion of expenses to incorrect  heading 

• Where workings or notes were shown, candidates merely produced a list  of f igures, 
with no labels, so marks could not  be awarded 

• Taxat ion included as an expense, before arriving at  Prof it ,  rather than deduct ing 
from Prof it  Before Tax 

• Goodwill not  included under a separate heading of Intangible Assets, but  merely 
included in a list  of “ Fixed Assets”  

• Lack of any knowledge or understanding of what  is included in a Directors Report  
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Quest ion 2 
 
This was not  a popular quest ion, and answers were often quite weak.  Candidates st ruggled 
with the ledger ent ries, with errors on amounts and the double ent ry.  It  was good to see 
sect ions (b) and (d) answered well,  although few worked (c) through to a f inal,  correct  
answer.  St rong answers were given in Sect ion (e) as most  candidates had a good 
knowledge of bank loans and ordinary shares. 
  
Common errors were:   

• Incorrect  ent ries in the ledger accounts 

• No dates included in Journal ent ries 

• In (c) inaccurate f igures for contents of Revenue Reserves ie Prof it  and Loss and 
General Reserve  

• Inclusion of Capital Reserves (eg Share Premium) in calculat ion for (c) 
 
Quest ion 3 
 
This was a popular quest ion and answers were generally good, as students appear to have a 
sound understanding of  Cash Flow Statements.  However, candidates would benefit  from 
learning exact  headings eg “ Capital Expenditure and Financial Investment ” , rather than a 
general “ Invest ing Act ivit ies” .   In (a) candidates would be advised to start  with Net  
Operat ing Prof it  ie £56 600, then show clearly the dif ferent  Interest  items added back ie 
Bank Overdraft  and Debenture.  This is an example of showing workings, rather than 
start ing with a “ Prof it  Before Interest ”  f igure, which could be wrong, and thus would 
achieve no marks. 
 
Common errors : 

• Failure to show clearly and label, the Interest  to be added back to Prof it  in (a) 

• Labels for Cash Flow Statement  in (b) not  learnt  fully 

• Some f igures in (b) had no labels, so did not  gain the mark eg “ Net  Cash Flow From 
Invest ing Act ivit ies” , or “ Net  Cash Inf low From Financing”  

• Failure to label f inal f igure in (b) of £1000 as an Increase in Cash 

• Confusion in (c) over t reatment  of overdraft  f igures ie t reat  as a “ minus”  
 
Quest ion 4 
 
This was a very popular quest ion, which saw many candidates able to successfully 
calculate the break even point  in (a) and the prof it  f igures in (c).    Margin of safety in (b) 
was a lit t le more t ricky, with students often subt ract ing break even point  from the selling 
price.  It  was good to see that  candidates considered both sides of the argument  in (d) 
before coming to a conclusion.  Including the dif ference in prof it  ie £1100 would be a 
st ronger answer than merely repeat ing f igures calculated in the rest  of the quest ion, when 
answering (d). 
 
Common errors were: 

• Not  taking account  of the 3 met res of material required for each j acket , and the 3 
or 4 hours of labour t ime required for each j acket . 

• Subt ract ing the break even point  form the selling price to f ind the margin of safety. 
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Quest ion 5   
 
This was the least  popular quest ion of Sect ion B, but  candidates answered reasonably well.   
Most  were able to produce a f lexed budgeted prof it  and loss account  which was mainly 
correct .  Answers to b(ii) tested candidates abilit y to apply the f igures to the business, and 
interpret   them, rather than j ust  be able to produce f igures using the correct  method. 
Candidates showed some good ideas, but  these often needed to be developed to score 
higher marks.  Responses in (c) were generally weak, as answers tended to merely describe 
budgets, without  focussing on f lexible budgets, and their st rengths and weaknesses. 
 
Common errors : 

• Incorrect  applicat ion of percentage reduct ion on t imber and selling prices 

• Deciding to separate variable and f ixed costs in the budgeted prof it  and loss 
account , and an unnecessary calculat ion of cont ribut ion, which often led to errors 

• Failure to concent rate on f lexible budgets and their advantages and disadvantages 
 
Quest ion 6  
 
A quest ion on Investment  Appraisal which was popular, and generally answered well.   A 
number of methods were used to correct ly arrive at  the weighted average cost  of  capital 
in (a). However a disappoint ing number selected B as the funding package, stat ing the 
reason as a higher f igure for capital cost ! As usual however, depreciat ion was left  out  of 
the workings by many candidates in (b).  Appraisal of the proj ect  was good in (c), with 
both sides considered and a decision made as to whether to go ahead with the proj ect . 
 
Common errors: 

• Select ion of  Package B because it  had a higher capital cost  

• Not  using the Discount  Factor selected in (a) (ii) for calculat ions in (b) 

• Inabilit y to correct ly t reat  depreciat ion i.e. deduct  £800 000 from running expenses 
in Year 1, to calculate Running Costs Less Depreciat ion and therefore help f ind Net  
Cash Flow 

 
Quest ion 7 
 
This was a fairly popular quest ion with a mixture of responses.  Many candidates were able 
to calculate goodwill correct ly in (a).  Answers to (b) were weak, as most  thought  the 
£1.90 value of the shares received was classed as “ cash” , failing to see that  Andy received 
only 10p cash per share.  The balance sheet  in (c) scored very well,  with many obtaining 
full marks.  Unfortunately, (d) was very poorly at tempted, as candidates described 
goodwill,  and why it  was valued. Very few evaluated the writ ing off  of goodwill over it s 
useful economic life e.g. twenty years, which would be the t reatment  in the accounts. 
 
Common errors were: 

• Omit t ing the liabilit ies, or including Bank and Cash, from the Goodwill calculat ion 
in (a) 

• Count ing the £1.90 worth of shares received as cash, instead of the 10p cash per 
share 

• Not  realising the bank balance had reduced by £100 000 to pay cash to 
shareholders, in (c) 

• Failure to address the t reatment  of goodwil l in accounts i.e. write off  over useful 
economic life 



   

Stat ist ics 
 
Unit  1 - 6001 
 

Grade 
Max. 
Mark 

A B C D E 

Raw boundary mark 200 133 117 101 86 71 
Uniform boundary mark 300 240 210 180 150 120 

 
Unit  2 - 6002 
 

Grade 
Max. 
Mark 

A B C D E 

Raw boundary mark 200 132 119 106 93 80 

Uniform boundary mark 300 240 210 180 150 120 
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