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GENERAL COMMENTS
The Principlesof Accountsexamination isoffered in June and January each year.

Theexamination consstsof three papers

Paper 01 - MultipleChoice
Paper 02 - Essay Paper
Paper 03/2 - Alternativeto SBA (Private Candidate)

DETAILED COMMENTS
Paper 01—MultipleChoice

Paper 01 consists of 60 multiple choiceitemstaken from thethree profiles of the syllabus; Knowledge,
Application, Interpretation. The performance of candidateson Paper 01 was satisfactory.

Themean mark was 37.21 out of 60. Approximately 81 per cent of the candidates scored at least 50 per
cent of themarksfor thispaper. No one earned the maximum mark; however, 8 candidates scored 58 out
of the possible 60 markson this paper.

Paper 02 — Essay

Paper 02 comprisestwo sections. Section |, the compul sory section, required candidatesto answer three
questions. Section |1, theoptional section, required candidatesto answer two out of four questions.

The performance on Paper 02 was unsatisfactory. The mean mark for this paper was 35.24 out of 100.
Only 21 per cent of the candidates earned at |east 50 per cent of the maximum mark on this paper.

Paper 03/2

Paper 03/2, the alternative to the School Based Assessment (SBA), isan examination offered to private
candidates. Theexamination attemptsto smulatethe skillstested inthe SBA. Thisisachieved by presenting
the candidateswith one or two casesor situationsfrom which they arerequired to respond to questions.

The performance of candidates on the 03/2 paper continuesto show improvement over previousyears.
The mean mark was 24.52 out of 40 marksand 75 per cent of candidates earned at |east 50 per cent of
themaximum available mark on thispaper.
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Paper 02 - Essay

Section | (Compulsory)

Quedtion1

Candidates were presented with atrail balance and wererequired to prepareaTrading and Profit and
LossAccount and aBaance Sheet. Both requirementswerefairly basicwith very few complexities. The
question required that candi dates have agood understanding of how to dedl with prepaymentsand accruals,
adjust provisionsfor bad debtswhen the provisonisreduced, and to adjust for provision for depreciation.
Therewasalso an interest revenue which had to be adjusted for an uncollected amount.

Approximately 97 per cent of the candidates attempted the question.

M ost candidates demonstrated an understanding of the genera presentation of the Trading and Profit and
LossAccount and Balance Sheet. Many candidatesrecogni zed the need to make adjustmentsto purchases
and salesfor returns outwards and inwardsin order to arrive a net purchasesand net sales. However,
some candidates missed the further adjustment needed to purchases, for transportation-in. Several
candidates dealt with Transportation-inin the Profit and L ossAccount instead of adding it to the cost of
purchases.

Although, some candidates correctly added interest revenueto the grossprofit, many seemed not to know
what to do with theinterest revenue which remained to be collected.

Themain areas of weaknessesdemonstrated inthisquestion were:
»  Treating uncollected revenuecorrectly.

» Treatingthedecreasein provisonfor bad debtscorrectly. Many candidatescal cul ated the decrease
of $200 correctly but treated the amount asan expense rather than arevenue. Additional, some
candidates subtracted $200 from debtorsin the Balance Sheet, instead of the new provision
of $500.

»  Determining theamount to beused for depreciationintheProfit and LossAccount. Somecandidates
added the current year’s provision for depreciation to the accumul ated amount and treated that
amount inthe Profit and LossAccount. Therewasal so confusion astowhichamount touseinthe
Balance Sheet.

Recommendations

Although candidates demonstrated agood working knowledge of how to prepareaTrading and Profit
and LossAccount, it would be beneficial for teachersto give practice problemswhich would engage
studentsin working with adjustments such astransportation costs, increase or decreasein provisionfor
bad debts, treatment of revenues (together with amountsowing or received in advance) and calculating
depreciationfor theyear aswell asaccumulated depreciation.



Question 2

Thisquestiontested candidates ability to open accountsinthe Generd Ledger and record opening balances
intheaccounts; post correctly from variousjournds, including the Cash Book, to the General Ledger; and
closeand balance accounts appropriately.

Approximately 80 per cent of the candidates attempted the question.

Many candidates demonstrated knowledge of how to open accounts and record the opening balancesin
the accounts, though afew candidates did not record the bal ances on the correct side of the account.
However, posting from thejournalsand closing and balancing the accounts presented major challenges.

Themain areas of weaknessdemondtrated in thisquestion were:
e Candidatesdemonstrated poor knowledge of how to post journalsto the General Ledger.

» Thoughfairly good attemptswere made at bal ancing asset and liability accounts correctly, very
few candidates showed that they knew that expense and revenue accounts should be closed to the
Trading and Profit and L ossAccounts.

Recommendation

Many basic principlesof accounting procedures, such asposting from Day Books, aretaught very early in
thesequenceof topicsand soitiseasy for studentsto forget someof them. It therefore becomes necessary
for teachersto revise frequently some of these basic principlesso that they remain fresh in the minds of
students.

Thefact that most candidates balanced all accounts at the end of the period demonstrates that much
practiceisneeded in the closing of thefollowing accounts:. Purchases, Sales, Return Inwards, Return
Outward and Carriage Inwards. These accountsare closed off to the Trading Account at the end of the
period. Other revenue and expense accountsare closed off to the Profit and LossAccount.

Question 3

Thisquestion had three parts. In Part (&), candidateswere presented with the opening journal entry of
assetsandliabilitiesof asoletrader. Candidateswererequiredto usetheinformationtofindthecapitd. In
Part (b), they wererequired to usethat sameinformation to preparethe Balance Sheet of the soletrader.
In Part (c), candidates were presented with six transactions and were required to identify the accounts
affected by each of the transactionsand to state the new dollar value of the accountsin each case.

Approximately 96 per cent of the candidates attempted thisquestion.
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Most candidateswereableto apply the A ccounting Equation and ca culatethe capitd correctly. Additiondly,
many candidatesdid agood job in preparing the Balance Sheet. Part (C) presented the biggest challenge
for most of the candidates.

Themain areas of weaknessdemondtrated inthisquestion were:

» Candidateswere not ableto identify and name both of the accounts affected in the transactions.
Most timesthey got one correct and the other incorrect.

» Cdculatingthedollar valueof theaccounts proved challenging.
Recommendations

Thisquestion, (Part ¢), like question 2, tested basic principles. Teachersare again encouragedtorevise
basi c accounting principlesthat areusualy taught early inthe course.

Though apre-ruled response sheet wasgiven for Part (C) of the question, some candidateswasted timein
ruling up their own sheets. Students should bereminded that they need to maximizethetimegiveninan
examination by using response sheetsand other help provided.

Section |1 (Optional Section)
Question4

Thisquestion tested three distinctly areas of the syllabus. Part (a) tested candidates’ ability to prepare
Control Accounts. Part (b) tested candidates’ knowledge of Payroll Accounting, and Part (c) tested
candidates’ ability to prepareaManufacturingAccount. Thisquestion wasthemost popular of theoptiona
questionsand wasfairly well done.

Approximately 74 per cent of the candidates attempted thisquestion.

Responseto Part (b) of the question wasexcellent, with themgjority of candidates obtaining full marksin
preparing thepay dip. Many candidatesdid well in preparing the Control Account. Several candidates
treated opening balances correctly, al so items such asdishonoured cheques, and cash wereentered correctly
intheaccount. Part (c) which tested Manufacturing Account had some good responsesaswell.

Themain areas of weaknessdemondtrated inthisquestion were:

»  Control Account —Candidates had difficulty in differentiating and treating i nterest charged and
received on late payments.

» Pay dip—Somecandidateshad difficulty in ca culating overtime pay andincometax. They failed
to recognizethat 20 centson ever dollar isthesameas 20 per cent. Also, mathematica computations
proved difficult for some candidates.

* Manufacturing Account — Some candidates deducted the factory overheadsfrom Prime Cost
instead of addingit. Although most candidates knew that opening work in progress should be
added and closing work in progress should be subtracted, many of them did not know whereto
treat theitems.



Recommendations

When preparing Control Accounts, more practice should begiven to unusual itemssuch asinterest received
andinterest charged.

Many studentstend to mindlessly practice aformat for setting up the M anufacturing A ccount without
understanding therationale. Teachersshould discouragethisand explain therational e behind the trestment
of itemsinthe Manufacturing Account.

Quedtion5

Thisquestion had two parts. Part (a) required candidatesto redraft atrail balance placingitemsinthe
correct columns. Having donethis, any differencein thetrail balancetotal s should beplaced correctly in
aSuspenseAccount. Part (b) required candidatesto use proper journal entriesto correct certain given
errorsand to state thetype of error which occurred in three of the situations.

Approximately 67 per cent of the candidates attempted thisquestion.
Inredrafting thetrail balance, most candidatesidentified theitemsfixed assetsand bank overdraft asbeing
incorrectly recorded and were ableto correct the placement of theseitems. Other items seemed to have
presented difficulty for different candidates. Most candidatesidentified theerror of omission.
Journalizing the correction of errors presented the biggest challengefor most of the candidates.
Themain areas of weaknessdemonstrated in thisquestion were;

* Identifying theerror of commission and thecompletereversa error.

*  Themost common error madewhen redrafting thetrail balance had to do with therevenueitem.

Therevenueitemwasincorrectly debited in the question and many candidatesdid not recognize

that it should have been credited.

* Many candidatesdid not open aSuspenseAccount. Whenthey did, the balancewas often placed
ontheincorrect side of the account.

* Ingenerd, thecorrection of errorsinthe Genera Journal wasvery poorly doneand indicated that
candidateswere not comfortable with the concepts of the double entry system.

Recommendations

Inorder for studentsto do corrections, whether inthetrail balanceor inthejourna, they must first havea
thorough understanding of the double entry system. Beforeteaching thissection of the syllabus, teachers
need to thoroughly revisethe double entry systemwith the students. If they are properly groundedinthe
system, they will have amuch better understanding of how to deal with errors.



Question 6

Thisquestion tested the candidates’ knowledge of Partnership Accounting. Thefirst part of thequestion
required candidatesto combinethe assetsand liabilities of two separate soletraderswho wereforming a
partnership. Candidateswererequired to usethe General Journal to show their opening entries.

Thesecond part of the question required candidatesto prepare the Profit and L ossA ppropriation Account
for the partnership and to cal cul ate the return on capital employed for each partner. Candidatesweredso
required to identify two advantages of apartnership type of businessover that of asoletrader.

Approximately 34 per cent of candidates attempted the question and it wasgenerally not well done.

I n attempting the Profit and L ossA ppropriation Account, most candidates demonstrated afair knowledge
of what items should beincluded and how the profit should be shared. Additionaly, many candidateswere
ableto state the advantages which partnerships have over soletrading concerns.

Themain areas of weaknessdemondtrated inthisquestion were:

» Journdizingthe opening entriesfor the partnership. Inthemajority of cases candidates, werenot
awarethat they needed to combinetheassetsand liabilities, instead they listed them separately for
each of thepartners.

» Although many of the candidates correctly identified theitemsto be placed in the appropriation
account, they did not know how to treat theitems, that is, whether to add or subtract.

* Most candidatesdid not know how to cal cul ate the return on capital employed for each of the
partners. Thefew who attempted this part of the question used the share profit only, instead of
including interest on capital and salary asreturns madeto the partner.

Recommendations

From the poor attempt made at journalizing the opening entry for the partnership, it was evident that
candidateshad very little practicein dealing with converting from soletrader to apartnership.

In addition, to teaching how partnershipsareformed, itisaso important to show studentshow theentries
should berecorded.

When teaching ratios, it isimportant to show how these apply in partnerships. In particular, with respect
to ROCE, studentsneed to redlizethat the appropriation of profitsmadeto apartner representshisreturn,
thereforeitemssuch assaaries, interest on capital, bonuses, etcetera, will be added to share profit when
calculatingthe partners' return on capital employed.



Question7

This question tested candidates' knowledge of Company Accounts. Candidates were required to
differentiateamong different typesof sharesand debenturesfrom given data. Candidateswereadsorequired
to calculateinterest on debentures, dividendson preference sharesand the original amount of net profit.
They werea so required to prepare aBa ance Sheet extract showing theliabilitiesand capital sections.

Very few candidates attempted thisquestion, only 7 per cent. A very small number of candidatesdid
extremey well whilethemgority of candidatesdid poorly.

Therewereonly afew areas of good performance on thisquestion. Most candidateswere ableto state
the difference between ordinary sharesand preference shares. Most candidates knew how to calculate
theinterest on debentures.

It isreasonableto conclude that the other areas of this question were poorly done by the majority of
candidates.

Recommendations

Candidatesseemed ill-prepared for thistopic of the syllabus. Teachersneed to ensurethat they cover the
entiresyllabusasany objective of the syllabusmay betested at any pointintime.

PAPER 03/2-Alternativeto SBA

Paper 03/2, the alternative paper to the School Based Assessment (SBA), isan examination offered to
private candidates. Theexamination attemptsto S mulatetheskillstestedinthe SBA. Thisisaccomplished
by presenting the candidateswith one or two business cases or scenariosfromwhich they arerequired to
respond to questions.

Thisyear, the paper presented one business case. The case required candidatesto answer questions
about the operations of the business, do some cal culations, and carry out certain accounting functions,
such aspreparing aCash Book and Profit and L ossAccount.

Candidates’ performance on thispaper iscommendable. The performance on thispaper continuesto
show improvement.

Recommendations

The CSEC Principlesof Accounts Study Guideisnow complete and availableto the public. Thestudy
guideisavauable sdf-teaching manua which both*in-school” sudentsaswell asprivate candidateswill
find extremely helpful. For teachers, itisan excdlent tool for reinforcement and revision. Thestudy guide
was prepared in conjunction with the revised POA syllabuswhich will betested for thefirst timein
June 2008.



