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Introduction

Pearson (LCCI) redeveloped the new Level 3 Certificate in Accounting (VRQ) (ASE20104) specification
in January 2015 as a part of the Finance and Quantitative suite of qualifications from Level 1 to Level
4, assessed for the first time in November 2015.

The purpose of this qualification is to provide candidates with an overview of the basic principles
underlying the recording of financial transactions; the ability to prepare and interpret accounts for
sole traders, partnerships, limited companies and groups of companies in accordance with basic
accounting conventions and current accounting practice and the ability to apply the principles of
decision.

The assessment is of 115 marks comprising a total of five questions. All the questions are
compulsory.

This assessment covered these topics:

e accounting concepts and framework

e recording financial transactions

e preparation of an extended trial balance

e preparation of financial statements

e interpretation of financial statements

e introduction to decision making.
Question 1 was a 15-mark question that required candidates to complete a selection of tasks which
were discursive in nature.
(a) Candidates were required to complete a table to identify either stakeholders or their interest in
the financial statements of a business. This was well answered with candidates being awarded full or
nearly full marks.
(b) Candidates were required to explain two accounting concepts that are applied when charging
depreciation. The majority of candidates were able to name the two concepts but were less able to
explain them in the correct context.
(c) Candidates were required to state two purposes of a partnership agreement. This was not well
answered with many candidates providing the content of the agreement rather than the purpose,
which was to avoid disputes in the future. Candidates need to take time to read the requirement of
each question carefully.
(d) Candidates were required to state three advantages of limited liability companies in comparison
to sole traders. Most candidates found this challenging with responses not being developed enough

to gain any marks. Where candidates identified that limited liability is an advantage they did not
develop their response adequately.



Question 2 was a 30-mark question on the topic of incomplete records, which guided candidates
through a series of tasks including the preparation of ledger accounts relating to the purchase and
disposal of non-current assets, valuation of inventory, and the preparation of an extract of an
extended trial balance. Overall the responses to this question were good indicating that candidates
were well prepared for this type of question. The preparation of the ledger accounts was well done
but the calculation of the correct inventory value proved difficult for many candidates with an
incorrect valuation being given. In the majority of cases, candidates were able to produce a fully
correct response to the extended trial balance with the calculation of the rent and insurance proving
more challenging for weaker candidates.

Question 3 was a 25-mark question that assessed candidates’ knowledge of the preparation of a
statement of cash flows to include the reconciliation of profit for the year to net cash from operating
activities.

This type of question has been asked several times before but overall responses were disappointing.
The investing activities section provided difficult for candidates with marks not being awarded
where workings were not shown as required in all questions. In addition, the calculation of cash and
cash equivalents often omitted the short-term investments for which candidates lost valuable
marks.

Question 4 was a 16-mark question that assessed candidates’ knowledge of the preparation of a
consolidated statement of financial position and required candidates to state the names of four
accounting ratios.

(a) Although this was a relatively straightforward, question candidates struggled to understand the
requirements with the most common errors being in the calculation of the non-controlling interest
and goodwill.

(b) Candidates were required to state two profitability and two liquidity ratios, which they were able
to do scoring full marks. The most common error was to confuse which ratio belonged to which
category.

Question 5 was a 29-mark question that assessed candidates’ knowledge of investment appraisal
and how to analyse the results of their calculations.

(a) Candidates were required to calculate the profit for a given situation and then advise the
business which option they should choose. While the calculation was well done by most candidates,
there was a noticeable lack of candidates who were able to offer suitable advice to the business on
which option to choose, with several candidates not attempting this part of the question.

(b) Candidates were required to calculate the net present value for two machines. The most
common error here was in the calculation of the initial cash flows, which candidates were required
to do in order to calculate the net present value. However, where the cash flows were incorrect
candidates did receive credit for the calculation of the net present values using their own figures. As
with other questions, candidates need to show clear workings in order to be awarded the marks
available.
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The discursive parts of the question were poorly answered, again with many candidates not

attempting them, however most candidates were able to identify one other method of capital
investment appraisal.

Question 3

Examiner Comments

Candidates are advised to always show full and clear
workings.

Examiner Tip

Remember to present your work neatly.




An excellent response is shown below, which has gained 23 of the
available 25 marks. Note how this candidate has produced clear
workings.
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(a) Prepare the reconciliation of profit for the year to net cash from operating
activities for the year ended 31 December 2016.

Nanodeas Ltd

Reconciliation of profit for the year to net cash from operating activities
for the year ended 31 December 2016
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(b) Prepare the statement of cash flows for the year ended 31 December 2016.

Nanodeas Ltd
Statement of cash flows for the year ended 31 December 2016
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The following response scored 4 of the available 25 marks. The
candidate has lost marks through the use of incorrect formats,
lack of correct labels, and the lack of a full set of workings, which
may have provided some marks.

(a) Prepare the reconciliation of profit for the year to net cash from operating
activities for the year ended 31 December 2016.

Nanodeas Ltd
Reconciliation of profit for the year to net cash from operating activities
for the year ended 31 December 2016
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(b) Prepare the statement of cash flows for the year ended 31 December 2016.

Nanodeas Ltd
Statement of cash flows for the year ended 31 December 2016
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Question 4 (a)

/ Examiner Comments

.
/\ Be prepared to prepare full statements of cash flows.

Examiner Tip

Ensure that you show full and clear workings.

An excellent response is shown below with this candidate scoring
8 of the available 12 marks. This candidate has provided full

workings to support their answers and has been rewarded
accordingly.



(a) Prepare a consolidated statement of financial position for Pan Ltd and its
subsidiary Soup Ltd at 31 December 2016.

Pan Ltd Group
Consolidated statement of financial position at 31 December 2016
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The response below scoring 4 out of the available 12 marks has
been unable to present correct calculations for some of the items
but, where appropriate, has been awarded marks for their own
figures where workings have been shown.



(a) Prepare a consolidated statement of financial position for Pan Ltd and its
subsidiary Soup Ltd at 31 December 2016.

Pan Ltd Group
Consolidated statement of financial position at 31 December 2016
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Question 5 (a) (i)

Examiner Comments

. Be prepared to present responses that provide both

/\ sides of an argument.

Examiner Tip

Ensure that your response is logical and coherent.

An excellent response is shown below with this candidate scoring
all 6 of the available marks.




(i) Advise, with reasons, which option should be adopted during the first year of
production. _
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This response provided no work that was worthy of any marks,
providing superficial comments that did not respond to the
scenario given.

(i) Advise, with reasons, which option should’be adopted during the first year of
production.
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Paper Summary

e Candidates must learn and practise using the definitions of the
key terms according to the accounting standards stated in the
specification.

e Candidates must learn the relevant definitions according to the
International Accounting Standards.

e Candidates must use the new terminology for the labels for all
the items in the financial statements.

e Candidates must use the specific terminology/ words for
describe and define questions especially where accounting
standards or framework is stated in the question.

e Candidates must show their workings and use the ledger
accounts or format to help themselves to work out the missing
information as required.

e Candidates must show their workings with reference number,
such as W1, W2 etc., on the lined pages of the question
paper.

e Candidates must learn and practise the layouts for financial
statements, such as statement of profit or loss, especially for
company accounts, statement of financial position and
statement of cash flows.

e Candidates must remember that all financial statements must
have the correct headings - practise descriptive questions and
base the answers around the scenarios for scenario-based
guestions.

e Candidates must know that the statement of cash flows last
two lines and net increase or decrease in the cash and cash
equivalent for the year must match with the cash and cash
equivalent balances
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at the beginning and end of the year provided in the question.

e Candidates must follow the format of the financial statements
provided to prepare the consolidated financial statements to
get full marks. The figures of both companies must be added
to prepare the consolidated statements, apart from the items
with inter-company transactions.

e Candidates must ensure that the total assets match with the
total of the equity and liabilities of the consolidated statement
of financial position.

e Candidates must remember that depreciation is deducted from
net cash flows to calculate the profits for each year.

e Candidates must present their calculations in an organised
manner such as a table. Use correct formulae for accounting
rate of return, express payback period (year/months or as
required), accounting rate of return (%) and net present values
($). For an evaluation at the end candidates must justify the
reason/s for the decision.



Grade Boundaries

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

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