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Introduction

Centres are to be congratulated on their preparations for the examination. There was evidence of
excellent teaching throughout the candidates' work. Candidates' responses to the evaluation parts
of all questions continued to improve and have now reached a high standard. Generally, candidates
suggest and develop a number of points both for and against, to arrive at a reasoned conclusion.

A general point would be that candidates are again reminded about the use of abbreviations. In the
narratives in accounts candidates will not be rewarded with the marks that they would have
received, with full narratives. There are still examples of 'balance' being reduced to 'b/d' or bb/d'.
Work with these narratives will not be awarded marks: the minimum abbreviation accepted is
'bal b/d' or 'b/ce b/d'.

There were some examples where candidates did not show appropriate narratives but used
abbreviations and lost up to seven marks on the paper in Question Q02 and Q06. Although
balancing is where most abbreviations occur, centres are reminded that other major abbreviations
such as 'I/S' for income statement etc will not be accepted as a suitable narrative. Candidates will
improve their result by applying this principle.

Although the overall performance of candidates was good, there were still minor weaknesses that
should be addressed. These are detailed in the review of individual questions and the summary at
the end of this report.

IAL Accounting WAC11 01     3



Question 1 

Generally, candidates prepared good answers, particularly to the financial statements in parts (a)
and (b) of the question.

In the income statement, most candidates adjusted either the opening inventory or closing
inventory for the materials required to paint the shop. As the opening and closing inventory would
have been physical inventory counts, the correct adjustment should have been from purchases.
The commission receivable was often omitted, or there was a failure to adjust for the
commission due.

Evaluation was thorough, with most candidates proposing a number of points for and against the
closure. These points were developed well, and a reasoned conclusion was reached.

The concept of goodwill was understood by candidates who could explain how this was created,
and why generally it would not be recorded in the books. Few candidates identified that it would
not affect the profit for the year, or the bank balance, if introduced into the books.

Common errors.

The materials taken to paint the shop were deducted from the opening inventory or the closing
inventory, instead of the purchases.

Not adjusting for commission receivable due.

Calculation of the depreciation of the timber yard equipment.

Reversal of the adjustments to the bank overdraft, resulting in a balance of £11 800

The inclusion of goodwill into the books would result in Dr Goodwill Account and Cr Capital
Account, there would be no impact on the profit for the year, or the bank balance. Few
candidates were aware of the non profit/bank impact.
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This example of a candidate's work includes many of the positive points but also some of the
common errors.
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Part (a) of the question is substantially correct. There were 22 marks available marks for this
section.

The candidate is awarded 19 marks because there are three errors where marks are not
awarded. These are:

the adjustment of the shop opening inventory to £15 600 (1 mark)

not adjusting the £700 from purchases, (1 mark)

the depreciation of the delivery lorry apportioned to each department was incorrect
(1 mark). There was an 'alien' item of discount allowed, but this was not penalised.

In part (b) there are 13 marks available and the candidate is awarded 12 marks. The 1 mark not
awarded is for the accumulated depreciation on the timber yard equipment, which is an
incorrect figure.

The evaluation in part (c) considers a number of points both for and against. There is good
development of a number of those points. There is also a conclusion. The existence of a number
of developed points for and against, together with a conclusion, places the answer in Level 4. 11
marks are awarded: had the conclusion had a stronger rationale, full marks would have been
awarded.

In part (d) the candidate identifies that goodwill is intangible but does not say how it is
measured. Therefore, only 1 mark is awarded. Examples of goodwill, skill of staff are accepted
for 1 mark, but purchase goodwill is not accepted.

The reason that including goodwill in the books violates the money measurement concept is
accepted for 1 mark. The effect on profit is not accepted because there would be no effect, but
the impact on the bank overdraft is accepted, for 1 mark.

46 marks
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Question 2 

Candidates generally prepared good responses to the question.

In part (a) generally, candidates could accurately record the entries in the trial balance. A minority
of candidates did not complete the trial balance by calculating the capital or showing the column
totals as balancing.

In part (b) generally candidates could give possible reasons for a credit balance on the debtors
account.

In part (c) some candidates recorded the individual debtors balances by name instead of recording
a total opening or closing balance. Some candidates also adjusted the credit sales and bank
receipts before including these in the control account.

In part (d) there was a varying accuracy of the journals. Some candidates appeared to find difficulty
with this part and were very limited in their responses.

The evaluation was generally done well by candidates, who cited a number of positive and negative
points before arriving at a reasoned conclusion.

In part (f) most candidates were able to identify the accounting concept being applied in the
majority of the scenarios and then could explain how the concept would apply to the scenario.

Common errors.

Recording the individual debtors balances, instead of the total opening and closing balances in
the control account.

Adjusting stated balances for sales and bank receipts in the control account.
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This is a good, thorough, answer from the candidate.
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In part (a) all entries are recorded on the correct side, Dr or Cr. Totals are prepared, and from
this the difference is identified as the capital figure. The full 10 marks are awarded for this
section.

In part (b) the returning of goods after payment is accepted for 1 mark. The second point is not
accepted and no mark is awarded.

In part (c) the candidate starts correctly with the balances from the four trade receivables on 1
April, not listing them separately. The only errors made in the control account are that the bad
debt recovered £200 is omitted from the debit side and the bank receipts should have been
£4 170, but £200 has been deducted. No marks, therefore, are given for the omitted £200 Dr
bad debts recovered and the £3 970 Cr bank. All other entries are correct and 10 marks are
awarded.

In part (d)(i) the entries are correct and the full 3 marks are awarded. In (d)(ii) the first two
entries are correct and 2 marks are awarded. When bad debts are recovered it is the practice to
Dr bank, Cr debtor (Westley), then Dr debtor (Westley), Cr bad debts recovered. In this way, a full
record is maintained of the debtor, which may influence future decisions regarding their credit
worthiness.

The evaluation in (e) was concise but thorough.

Positive points were made regarding:

control accounts value as a checking device measuring accuracy

preventing fraud and theft

the assistance in the preparation of financial statements, which can be relied upon.

Negative points were made regarding:

their preparation

the inability to detect some errors

a time-consuming task

requirement of specialist input.

The conclusion is drawn together with a reason for that conclusion, making it easier to prepare
financial statements. With the multiple points made and developed, together with a conclusion
and a rationale, this is deemed a Level 4 response and the full 12 marks are awarded.

In (f) the candidate has identified the correct accounting concept for all six scenarios and given a
brief explanation of the reasoning. The full 12 marks are awarded.

50 marks
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Question 3 

This was a very popular question with candidates but the responses were very variable in quality.

In part (a) candidates were very familiar with the term liquidity and could explain this. Candidates
were less certain about the term 'profitability' and often explained the term 'profit'.

In part (b) candidates were generally able to calculate the liquidity ratios. The gross profit and profit
for the year calculations were often incorrect. This resulted in the gross profit as a percentage of
revenue and the profit for the year as a percentage of revenue also being incorrect. The calculation
of the return on capital employed was generally much better than previous examinations. Most
candidates did add back the interest on the bank loan to arrive at the profit before interest.

In part (c) candidates were able to advise on the sufficiency of liquidity and profitability based upon
their own figures calculated.

Part (d) generally was answered poorly, with the projections for the period inaccurate. In the
calculation of the revenue, usually candidates did not start with the cost of sales figure before
including the mark up. With the inventory, frequently candidates did not identify the opening
inventory, plus purchases at cost, minus cost of goods sold. Most candidates made a reasonable
attempt at the expenses but often omitted the opening accrual.

In part (e) candidates were generally aware of the issues in using only ratios, with most candidates
identifying the value of comparison. There was also the problem of failing to consider non-financial
information.

Common errors.

Explaining the term profit, not profitability.

Projections of revenue, inventory and profit for the period were incorrect.
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This is a good response from the candidate.

The evaluation is limited, mainly due to the use of bullet points, which restricts the development of
points.

More work needs to be done on simple projections for a future period. This will continue to be
examined in future examinations.
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In part (a) liquidity is described accurately using ability to pay short term debts and ability to
convert current assets into cash. The description of profitability is partly correct as the ability to
generate profit. There is no mention that this can be measured by comparison with revenue or
capital employed. Therefore, 3 marks are awarded.

Part (b) is answered well, with all the ratios calculated correctly. The candidate also calculates
correctly the gross profit and the net profit, and adds back the bank loan interest when
calculating the return on capital employed. The full 10 marks are awarded.

In part (c) the candidate identifies correctly the sufficiency of the liquidity and profitability. 2
marks are awarded.

In part (d) the candidate correctly projects the figures and 8 marks are awarded.

In part (e) the candidate has adopted a 'bullet point' approach, which often restricts
development of points. Broadly, they identify positive points based around the concept of
comparison or yardstick.

The negative points are unclear and had they not been in bullet point notes, the candidate's
argument could have been made clearer. There is no conclusion. Therefore, the work is
considered to be a Level 1 answer, considering only one side of the argument and the candidate
is awarded 2 marks for the positive points only.

27 marks

Try to avoid short bullet points in an evaluation. This tends to result in less development of the
point

Question 4 

Generally, responses to the question were far more limited than would have been desirable.

The manufacturing account question set required a standard manufacturing account layout as a
response, but all too often the account that was prepared was incomplete and lacked appropriate
labelling.

In part (a) generally, candidates were still uncertain about the difference between inventory
valuation and inventory rotation. Many candidates described them as the same thing.

Part (b) required a standard manufacturing account layout but often the entries were absent and
labelling of figures was missing. The appropriate labels such as prime cost and production cost
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were often missing. The profit/loss on manufacture was often added to the transfer value.

In part (c) candidates generally had a good understanding of how the provision for unrealised profit
would be treated in the financial statements.

In part (d) the impact of using LIFO was generally understood.

Common errors.

Understanding the difference between inventory valuation and inventory rotation.

Structure and correct labelling of a manufacturing account.

This response is typical of an appropriate answer submitted by candidates.
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In part (a) the candidate understands that inventory valuation is a theoretical value and
inventory rotation is a physical movement. 4 marks are awarded.

In part (b) there are several errors, leading to the cost of materials, the returns outwards, and
the closing inventory, being incorrect, although the cost of raw materials was correct at £13 750.

The direct labour figure is incorrect and the indirect labour under overheads is incorrect. The
closing work in progress is also incorrect. All other figures were correct on the own figure rule
and all labels were correct. 11 marks are awarded.

In part (c) the candidate explains correctly the effect of an adjustment of the provision for
unrealised profit on the financial statements. 4 marks are awarded.

In part (d) the candidate states that LIFO will result in lower inventory value and higher cost of
sales with profits prudently lower. In the conclusion they state that the method is not accepted
by the tax authorities as a negative point and a conclusion not to use it, is reached. The answer
was considered as Level 3 and 6 marks were awarded.

25 marks

Centres need to undertake further work with their candidates on the:

distinction between inventory valuation and inventory rotation

structure of a manufacturing account.
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Question 5 

Generally, candidates prepared very sound responses to the questions asked.

In part (a) candidates were still unclear as to the difference between the two cost behaviours.
Stating that the cost has both a fixed and a variable element will not be awarded any marks
because this says nothing about the behaviour of the fixed element and the variable element. A
number of candidates explained the difference in the behaviour by explaining the behaviour of
particular costs such as supervision and telephone costs. Other candidates drew a sketch graph
showing the behaviour. Both of these approaches were acceptable and were awarded the available
marks.

Part (b) was prepared in general accurately and there were some totally correct answers. There
were no common faults in the preparation.

In part (c) the question related to Expand-it and the only answers that were accepted were those
that related to part (b) of the question. A minority of candidates offered examples other than those
contained in part (b) but were not awarded any marks for these.

Part (d) was generally answered well, with at least one positive and one negative point raised and
developed. Most candidates also drew a conclusion.

Common errors.

Explanation of semi-fixed cost and semi-variable cost unclear.

Candidates do seem to have difficulty explaining the difference between semi-fixed costs and semi-
variable costs.

It may be helpful if candidates draw a sketch graph as in this response, or explain the concepts by
explaining the cost behaviour in a particular cost, such as supervision or telephone costs.

Note that just naming these costs will not be sufficient: an explanation of the cost behaviour is
required to support the example.
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This is an example of good candidate work.

In part (a) the candidate gives a sketch graph showing how the two costs behave. The word
explanations are still not wholly clear but the sketch graphs are sufficient to demonstrate that
the candidate understands the concepts. Therefore, the full 4 marks are awarded.

In part (b) the candidate has prepared a completely correct answer and therefore 16 marks are
awarded.

In part (c) the variable cost and fixed cost examples are correct and 2 marks are awarded.

The evaluation in part (d) contains a positive point, the ability to plan ahead, and a negative
point, the plan can be affected by unforeseen events; these points were developed.

There is a conclusion with a reason for that conclusion and therefore this is a Level 3 answer
which was awarded 6 marks.

28 marks
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Question 6 

Candidates generally provided good answers to this question.

In part (a) most candidates included all the correct elements. The opening capital of Able caused
some difficulty in calculation, but the opening capital of Baker was more often correct. It was
important that the narrative details were appropriate, in particular the narratives bank and loan on
the debit side.

In part (b) the majority of candidates recognised that this was the statement of financial position for
a partnership and that only one figure should be recorded for each of the categories, with the
exception of capital. A minority of candidates did record two entries for each category eg inventory
Able, inventory Baker. Where two entries for each category were used, no marks were awarded for
those categories.

In part (c) generally candidates were aware of the treatment in the absence of a partnership
agreement.

In part (d) there were many correct answers. A minority of candidates deducted the interest on
drawings from the profit for the year.

The evaluation in part (e) was generally completed well by candidates who raised valid points,
which were advantages or disadvantages of partnerships.

There were no common errors on this question.
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Candidates generally gave good answers to this question. This is an example of such a response.
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In part (a) the candidate calculates the opening capitals of Able, which is incorrect, and Baker,
which is correct. The 'writing off' of the goodwill, the loan and the bank payment are all correctly
recorded on the debit side, together with appropriate narratives. The balances are brought
down using the own figure rule. The candidate is awarded 6 marks.

In part (b) the candidate has a single entry for each category. The capital is correct on the own
figure rule and therefore the full 8 marks are awarded.

In part (c) the candidate is correct in respect of all four treatments in the absence of a
partnership agreement and is therefore awarded 4 marks.

In part (d) the candidate has deducted the interest on drawings from the profit for the year.
Therefore, those 2 marks are not awarded. The profit share is correct on the own figure rule
therefore 3 marks are awarded for this part of the question.

In the evaluation the candidate has considered positive points – more knowledge, better
decisions – and negative points – share profit, misunderstandings. A conclusion has been
reached therefore this is a Level 3 answer. However, the conclusion does not have a rationale
therefore the candidate is awarded 5 marks.

26 marks
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Paper Summary

Centres need to continue with their excellent work in preparing candidates for the examination.
Centres should consider the following areas, which would improve significantly their candidates'
chances of being successful.

Candidates should avoid narrative abbreviations in accounts, the minimum is 'bal b/d' or 'b/ce
b/d'. Do not use abbreviations such as 'I/S' instead of income statement etc

The correct entries for bad debts recovered involving the account of the debtor

The difference between profit and profitability

Projections of revenue and expenses for a future period and the closing balances of such
headings as inventory

The difference between the valuation attached to issues of inventory and the physical rotation of
that inventory

The standard structure of a manufacturing account

The difference between semi-fixed costs and semi-variable cost

46     IAL Accounting WAC11 01



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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