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I n t er n at ion a l  Ad v an ced  Lev el  Accou n t in g  ( W AC0 2 )  

Jan u ar y  2 0 1 6  

 

Gen er a l  com m en t s 

 

The standard of responses by students for this paper was generally good.  

Overall,  there was a very wide range of m arks, including som e excellent  

papers that  scored very high m arks. Students appear to know their own 

st rengths, as the m ost  popular quest ions scored the best  m arks. 

 

Sp eci f i c Com m en t s 

 

Qu est ion  1  

 

This was the m ost  unpopular quest ion on the paper, and the lowest  scoring 

quest ion in percentage term s. Answers to Journal ent r ies in part  (a)  were 

reasonable, although exam iners needed to see the word “ reserve”  in (2)  

and (5) . Responses for (b)  were generally good, despite the occasional 

reversal of ent r ies. On (c)  very few could even start  to calculate the num ber 

of shares issued. Many answers for (d)  were correct  in answering “No”  but  

few were able to expand or give a reason as to why the revaluat ion could 

not  be added to profit  and then given as a dividend.  The bonus shares 

versus dividends debate in (e)  saw som e st rong answers and others that  

were very thin. I t  was good to see that  m any knew that  bonus shares 

brought  in no funds;  and that  the share price would fall after the issue. 

 

Com m on errors:    

 

• I n (a) , debit ing or credit ing “Statem ent  of Changes in Equity” , not  

realising that  this is,  as it  says, a statem ent  and not  an account . 

• Also in (a)  (6) , leaving the shares in a “Bonus issue account ”  as the 

credit  ent ry. I f this account  was used, they would need to debited out  

and credited to “Ordinary Share Capital account ” .  

• For (d) , not  using the account ing concepts to support  the argum ent  

against  including the revaluat ion in the profit  figure. 

• Answers in (e)  saw som e students grasping at  “ costs t im e and 

m oney”  but  this required m ore detail to achieve any m arks. 

• Also in (e) ,  issue of bonus shares would not  lead to a “dilut ion of 

vot ing power” , as they are issued on a pro rata basis, determ ined by 

exist ing holdings. 

 

 

 

 

 

 

 

 

 

 

 

 



Qu est ion  2  

 

This was the m ost  popular quest ion on the paper, and answers were 

excellent .  Teachers and tutors have clearly taught  students well in this area. 

Alm ost  all students answered using I AS 1, which was good to see.  Students 

were usually able to show m ainly correct  workings (a) ( i)  and draw up a very 

good Statem ent  of Com prehensive I ncom e. The Statem ent  of Financial 

posit ion in (a) ( ii)  was equally im pressive, with accurate calculat ions where 

necessary (eg non-current  assets) , correct ly placed under the appropr iate 

headings. The Directors Report  evaluat ion in (c) , saw m ediocre responses, 

without  a great  am ount  of detail.  A few students knew the contents of, and 

the reasons for, the Directors Report , but  m any were hoping stock answers 

for an evaluat ion would score a few m arks. 

 

Com m on errors:   

  

• Not  using the term s “Revenue”  and “Cost  of sales”  in the Statem ent  

of Com prehensive I ncom e. 

• Placing the £5 500 figure for Bank in Current  Assets, when it  should 

be a Current  Liabilit y, as it  was a credit  balance in the Trial Balance. 

• Thinking that  the Directors Report  was som e kind of financial 

statem ent  in (c)  and t reat ing it  in the discussion as a financial 

statem ent . 

• I n (c) , stat ing “ those with a lim ited account ing knowledge m ay find 

the Directors Report  diff icult  to understand” , which was not  awarded 

a m ark. The Report  is m ore a presentat ion in words, concerned with 

directors, em ployees, donat ions etc, rather than heavily laden with 

figures. 

 

Qu est ion  3  

 
This was a fair ly popular quest ion, but  som e sect ions were found difficult  by 

students, so total scores were below average. However, it  was good to see 

that  m ost  m anaged to score high m arks on sect ion (a) . Part  (b)  proved to 

be m uch t r ickier, but  som e were able to at tain the m axim um  m arks 

available. Other students found it  difficult  to rem em ber the exact  form ula to 

calculate the variance, or subst ituted the wrong figures. At tem pts at  ( c)  

were quite good, although som e used the budget  figures, when the quest ion 

stated “actual” . Many students were able to calculate the total cost  for one 

tap in (d) , and achieve 4 m arks. However they were then unable to 

calculate the m ark-up, often calculat ing the m argin instead, or the cost  as a 

percentage of sales. Answers to (e)  were generally poor, often because 

students were arguing that  keeping the sam e percentage m ark-up would 

m ean an increase in the selling price. The quest ion clearly stated the costs 

were lower, so the selling price would be lower if the sam e percentage 

m ark-up was kept . 

 

 

 

 

 

 



Com m on errors:  

 

• Using the wrong form ulas for (b) , or insert ing incorrect  figures into 

the form ulas. 

• For the total m aterial var iance, students could have added together 

m aterials usage and m aterials pr ice variances (or labour efficiency 

and labour rate for total labour variance) .  I nstead, students 

em barked on a com pletely new, and often wrong, calculat ion. 

• I n (c) , put t ing £17.76 over the selling price of £39.96, to give the 

profit  m argin, instead of calculat ing the m ark-up. Or placing £22.20 

over £39.96 to give the cost  as a percentage of selling price. 

• Arguing for (or against )  an increase in selling price, rather than a 

decrease in (e) .  

 

Qu est ion  4  

 

This was the m ost  popular quest ion in Sect ion B and scores were good.  

Many students were able to calculate accurately, the break-even point  for 

(a) . The profit  figure in (b)  was usually arr ived at  correct ly, as well.  Errors 

in (c) , when calculat ing the fixed costs, were the biggest  problem s, 

although the own figure rule m eant  a respectable num ber of m arks were 

achieved. Applicat ion of the own figure rule in (d)  also m eant  good scores. 

Answers to (e)  were only reasonable, with m any just  quot ing points pr inted 

in the quest ion, or figures calculated earlier, without  com m ent ing on their 

relevance or consequences. 

 

Com m on errors:  

 

• The fact  that  the loan had been paid off and loan repaym ents stopped 

at  the end of 2015 was over looked when calculat ing fixed costs, in 

(c) .  

• Failing to take account  of the resale value of the van, in ( c) , when 

calculat ing depreciat ion.  

• I n (e) , not  using the two profit  f igures calculated for working from  the 

shop, or hom e, to m ake the correct  decision. Any decision to work 

from  hom e, where profit s are lower, would have to be just if ied with 

som e kind of qualificat ion such as “ the shop m eans a lot  of ext ra 

work for just  a sm all ext ra profit ” .  Otherwise, the decision should 

have been work from  the shop. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Qu est ion  5  

 

Quest ion 5 was the least  popular quest ion in Sect ion B, but  the m arks 

achieved were reasonably good. Som e students achieved full m arks on (a) , 

whilst  others st ruggled with the calculat ions that  involved percentage r ises 

or falls. Answers to (b)  were disappoint ing, with m any unable to give a good 

reason for flexible budgets. A surprising num ber of students were unable to 

use the output  level with the m ost  profit  as a start ing point , (or conclusion) , 

for the select ion in (c) . Many gained just  a few m arks by m aking unrelated, 

but  correct , com m ents, without  having a st ructure to their argum ent . For 

exam ple, 1 500 gave the m ost  profit ,  but  1 600 gave the m ost  m arket  

share, and 1 400 had the lowest  costs could have been the basis for 

evaluat ion, with disadvantages included. 

 

Com m on errors:  

 

• I ncorrect  calculat ions in (a)  for m aterials ( t im ber) , labour and 

revenue. 

• I nability to clearly ident ify an advantage in (b)  of flexible budgets. 

• Lack of a coherent  argum ent  in (c) .  

 

 

 

Qu est ion  6  

 

This was not  a part icular ly popular quest ion, and the m arks at tained were 

disappoint ing.  Students looked like they had forgot ten how to draw up a 

depreciat ion account ,  as answers to (a) ( i)  were often weak. At tem pts to 

draw up the Statem ent  of Cash Flow were bet ter, with the basic st ructure 

usually being present . Many students fell into the t rap of copying the label 

of the final line in the junior accountant ’s effort ,  nam ely “ I ncrease in Cash 

and Cash Equivalents”  instead of the correct  label “  Net  Cash from  

Operat ing Act ivit ies” . Sect ion (b)  was often done well although som et im es 

ext ra detail was required eg just  writ ing “Ordinary shares”  was not  a 

com plete answer, unlike “ I ssue of Ordinary shares” . Answers to (c)  were 

reasonable, with m any calculat ing the current  and acid rat ios to score 

m arks. 

 

Com m on errors:  

 

• I n (a) ( i) ,  for the £493 000 credit ,  a failure to label “Statem ent  of 

Com prehensive I ncom e” , or anything acceptable, in the details 

colum n, often entering “Depreciat ion”  instead. 

• Failing to add back the interest , in (a) ( ii) .  

• Calculat ing an incorrect  total for  interest ,  usually m aking bank 

interest  £32 000, instead of £24 000, over looking the fact  it  was 

issued part  way through the year.  

• Om it t ing sub- totals, in (a) ( ii) ,  such as “Operat ing cash flow before 

working capital changes” .  

 

 

 

 



Qu est ion  7  

 

This was a very popular quest ion in Sect ion B, and students generally 

scored well.  Part  (a)  involved a great  deal of num ber crunching, but  m any 

were able to handle this in their  st r ide. The students were also able to 

benefit  from  the own figure rule, when a m athem at ical error was taken 

forward. The m ost  problem at ic elem ent  was probably the payback per iod 

itself,  with errors occurr ing in the year and m onths calculat ions. The gearing 

calculat ion in (b)  was st raight forward, given the way inform at ion was 

presented in the quest ion, and a num ber of different  form ulae were allowed. 

However, a large num ber of students st ill m anaged to get  this wrong. 

Answers to (c)  were reasonable, with students often interpret ing the 

gearing r isk appropr iately. St ronger students also then went  on to look at  

the r isks involved in the project  in a sensible m anner. 

 

Com m on errors:  

 

• Mistakes in calculat ions for costs and revenues of the cont ract .  

• Failure to deduct  depreciat ion from  running costs for the project .  

• Wrongly select ing the year of payback, often being one year too low, 

or one year too high, even after applying the own figure rule. 

• I ncorrect  calculat ion of the m onth of payback. This was caused by 

select ing the wrong figure for the top or the bot tom , (or both) , for  

the form ula.  

• I ncorrect  subst itut ion into the gearing rat io form ula, even if the 

form ula used was correct .  

 

 

 

Con clu sion  

 
The general points listed below could be addressed by students in order to 

im prove perform ance.  

 

Rem em bering the basic rules of double ent ry would benefit  students.  For 

exam ple, to increase an asset  is a debit  ent ry, to increase a liabilit y or 

capital/ equity is a credit  ent ry. This would have helped when answering the 

Journal quest ions, or the quest ion concerning the depreciat ion account . 

 

I n an evaluat ion quest ion, students need to be able to add som ething to 

any points that  are just  “ lifted”  from  the quest ion. For exam ple, in Q4, “a 

m otor van would have to be purchased for £4 000 in cash” , would need a 

developm ent , such as “which m ay be a problem  if Mikele is short  of liquid 

funds” .  

 

Students m ust  read the quest ion and any related text  carefully, before 

at tem pt ing the answer. For exam ple, Q3 concerns a possible fall in pr ice, 

not  an increase. Also in Q3, (c)  refers to actual profit  not  budget , and Q3 

(d)  refers to budget  m ark-up not  actual.  
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