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ACCOUNTING 

 

 

CARIBBEAN ADVANCED PROFICIENCY EXAMINATION 

 

MAY/JUNE 2009 

 

UNIT 1 

 

GENERAL COMMENTS 

 

The CAPE Accounting Unit 1 examination consisted of three papers each based on three modules.   

 

Paper 01 consisted of 54 multiple-choice items, 18 per Module, all of which were compulsory.  The 

time allocated to this paper was 90 minutes.   

 

Paper 02 was an extended response paper comprising three questions (one per Module).  Question 1 

was an essay question divided into three parts, all related to Module 1.  Parts (a), (b) and (c) examined 

Specific Objectives 1, 7 and 6, respectively; Question 2, a mini case, was related to Module 2, 

Specific Objectives 4 and 5; and Question 3, which related to Module 3, Specific Objectives 5, 6 and 

9, was an extended problem with computational aspects as well as report writing.   

 

Paper 03/1 was the Internal Assessment.  This paper was assessed by the class teacher and moderated 

by CXC.  

 

Paper 03/2 was an alternate paper to the Internal Assessment for non-school candidates.  This 

comprised three questions (one per Module).  

 

 

DETAILED COMMENTS 

 

Paper 01 

 

The performance on the fifty-four (54) multiple-choice items on Paper 01 produced a mean of 37 out 

of 63, and scores ranging between 0 and 61. 

 

 

Paper 02 

 

This paper consisted of three compulsory questions. The mean for this paper was 49 out of a 

maximum possible of 105, and the scores ranged from 2 to 97.  

 

Question 1 

 

This compulsory question was divided into four parts as follows: 

 

(a)     List the FIVE characteristics of financial information and match EACH with the  

     appropriate definition by selecting the correct letter from the table provided. 

 

(b)     Define the term „due process‟ as it relates to the development of accounting standards. 

 

(c)     You have just begun an assignment with a new company and you are discussing with the    

         owner of the company her need for a good „internal control‟ system. 
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Answer the following questions which were posed to you during the discussion: 

(i)    What is the meaning of the term „internal control‟? 

(ii)    What is the role of internal control in a business organization? 

(iii)    Why are internal controls necessary for inventory (stock)? 

(iv)     Identify two internal controls that should be put in place for accounts receivable (debtors). 

 

Part (d) provided information about the draft financial statements of a public company, Caribbean 

Biscuits, and listed several errors which had been discovered subsequent to preparation of the draft 

financial statements.  Candidates were required to prepare: 

 

(i)  Journal entries with narratives to correct the errors above 

(ii)  A statement showing the necessary adjustments to the profit. 

 

Part (a) 

 

The overall performance on this part of the question was very good.  

 

Part (b) 

 

The performance on this part of the question was satisfactory. 

 

Many candidates defined the term „due process‟ in relation to the time taken to prepare financial 

statements.   It is recommended that teachers provide students with the opportunity to develop a 

greater understanding of the standard-setting process.  

 

Part (c) 

 

Performance on this part of the question was satisfactory.  Candidates could define the term „internal 

control‟ and state the role of internal controls.  However, in explaining the role of internal controls, 

many candidates merely repeated the definition.  The major weakness was that many candidates were 

unable to explain why internal controls were necessary for inventory, but instead listed specific 

controls.   Some listed principles of control without relating them to inventory.  Most candidates were 

unable to identify specific controls for accounts receivable.  

 

Teachers should increase their emphasis on the distinctions between internal control principles and the 

role of controls.  Opportunities to develop an understanding of specific controls relevant to particular 

types of assets, with emphasis on accounts receivable, should be increased in quantity and variety. 

 

Part (d) 

 

Performance on this part of the question was satisfactory.  Most candidates included correct narratives 

for journal entries.  Most of them correctly prepared journal entries to record the write-off of the bad 

debt and treated depreciation expense and bad debt expense as a reduction of net profit.  Major 

weaknesses included: 

 

 The failure of candidates to recognize adjustments that would affect the suspense account. 

Candidates ability to calculate the $16 000 change in depreciation charge; 

 

 The use of ledger accounts to show adjustments, instead of journal entries as required;  

 

 Provision of a narrative statement explaining the impact of the errors on net profit, rather than 

preparation of a statement of adjusted net profit.   
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 Most candidates could not make the correct entry to adjust for the omission of the opening 

accrual for motor repairs.   

 

 Many treated the motor expenses payable as a reduction in net profit, while others reversed 

the entry to adjust the discount reverse and discount received accounts. 

 

Candidates should be provided with more practice in the correction of errors. 

 

Question 2 

 

This question examined Module 2, Specific Objectives 4 and 5.  Candidates were required to prepare 

an income statement and classified balance sheet for a corporation.  The statements needed to comply 

with the requirements of the International Accounting Standards (IAS).  

 

Overall the responses to this question were good. 

 

Part (a) 

 

The performance on this part of the question was satisfactory.  A majority of candidates were able to 

prepare the income statement in the IAS format.  

 

Several weaknesses were observed in the candidates‟ responses to this question: 

 

 Many candidates omitted Opening Inventory, while others confused Opening and Closing 

Inventory.  Some candidates did not adjust Operating Expenses to reflect the $10 000 owing 

at December 31.  

 A large number of candidates used the straight-line method to calculate Depreciation on all 

non-current assets, although Note 3 stated that the reducing balance method should be used 

for Furniture and Fittings.   

 Some candidates showed depreciation figures with no supporting calculations.  

 Many candidates treated the Salaries Payable incorrectly as an adjustment to the Salaries 

Expense.  Prepaid Insurance and the Bank Overdraft were also treated as expenses.   

 Some candidates showed the dividends in the Income Statement, treating this item as „Other 

Revenues‟ or „Finance Cost‟.   

 A number of candidates incorporated the Retained Earnings into the Cost of Sales calculation.   

 Many candidates did not use the appropriate format, and therefore calculated corporation tax 

on total expenses rather than Net Income before Taxation.  Others calculated the tax before 

deducting loan interest.  

 The figure for Net Income was designated as Net Profit or had no description. 

 

Part (b) 

 

The performance on this item was good.  Many candidates demonstrated familiarity with the 

principles of balance sheet preparation.  However, several weaknesses were noted in candidates‟ 

responses: 

 

 Many candidates could not correctly state the time period to which the balance sheet related.  

 Some candidates also had difficulty identifying Closing Inventory: either they used the 

Opening Inventory or they totalled opening and Closing Inventory.   
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 Some candidates generally reduced the Accounts Receivable by the amount of the bad debt 

although the question stated that the debt had been written off.   

 Many candidates did not adjust the Retained Earnings amount for the current period‟s net 

income, while others made the adjustment but did not did not include Retained Earnings in 

the Balance Sheet.  Many candidates did not adjust the Accumulated Depreciation amount for 

the current period‟s depreciation expense.  Some deducted the current period‟s charge from 

the Accumulated Depreciation.    

 Most candidates could not correctly adjust the Bank account.   

 A few candidates prepared two Balance Sheets and Income Statements. 

 

Continuous reinforcement of key concepts such as the treatment of accumulated depreciation and 

retained earnings is recommended.  Candidates should be made aware of the importance of showing 

clear supporting workings.  

 

Question 3 

 

This question was divided into two parts.  In the first part selected financial information for Cheryl‟s 

Curl Up and Dye Beauty Salon was provided and candidates were required to: 

 

a) Prepare the Statement of Cash Flows for 2008 showing clearly cash flows from operating 

activities, investing activities and financing activities.  

 

Part (b) provided information about the Third Nevis Bank and required candidates to: 

 

(i) State two uses and two limitations of financial ratios. 

 

(ii) Discuss the performance of Cheryl‟s Salon over 2007 and 2008 in terms of liquidity and 

profitability using the industry averages as benchmarks. 

 

Part (a) 

 

Most candidates performed well on this part of the question.  They correctly prepared the “Operating 

Activities” section of the Statement of Cash Flows.  

 

However, several weaknesses were observed in candidates‟ responses to this part of the question: 

 

 Many candidates did not properly determine whether the changes in current asset and current 

liability items computed represented a cash inflow or cash outflow.  

 Many candidates did not calculate the proceeds from the sale of equipment and plant 

correctly.   

 Many identified the gain on sale or the net book value as the proceeds.    

 Many candidates misclassified the change in Short Term Bank Loan as an operating activity 

or an investing activity.  

 Some candidates incorrectly treated the increases in Bonds Payable and Notes Payable as 

outflows.  Others included Retained Earnings as a cash flow item, including it in investing 

activities.  Some candidates could not correctly state the time period to which the cash flow 

statement related.  Variations included “as at March 31, 2008”, “for March 2008”, “for March 

31, 2008” and “for 2008”. 
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Candidates should be provided with sufficient opportunities to prepare comprehensive cash flow 

statements in good form, paying careful attention to correct labelling of sections, sub-totals and totals. 

 

Part (b) (i), (ii) 

 

Most candidates performed fairly well on this part of the question, especially identifying the uses of 

ratios.  Candidates could also correctly interpret the quick ratio and net income as a percentage of 

sales. 

 

Still, some weaknesses were observed.  These include: 

 

 Candidates‟ inability to correctly interpret the operating expense ratio or interpreting the 

decrease in this ratio as a negative.  In identifying the trend, some candidates moved from 

2008 to 2007.    

 Many candidates incorrectly selected the 2007 ratios for comparison to the industry average.  

Other candidates treated the industry average as the company average. 

 

It is recommended that candidates be provided with greater opportunities to interpret financial ratios. 

Candidates must receive increased practice in analyzing ratios on the basis of trends within the 

business and in comparison with industry benchmarks. 

  

 

Paper 03/1 
 

For Unit 1, Internal Assessment samples were received from 169 centres.  The quality of the project 

reports continues to be of a high standard demonstrating candidates‟ ability to do investigative 

research.  The mean score for this paper was 31 out of 42 (73.8 per cent).  The projects were generally 

well presented using a variety of media, with well prepared questionnaires covering a wide range of 

content areas.  The more popular areas included Internal Controls, and Ratio Analysis.  

 

The following weaknesses were observed: 

 

 A number of candidates had no project title.   

 Some candidates prepared three distinct projects, one for each module of the syllabus.   

 Many candidates stated vague aims and objectives; some candidates stated aims and 

objectives which bore little relationship to the rest of the project.   

 Many candidates showed a general weakness in integrating all the sections of the project, 

while others failed to perform certain requirements of the project such as data collection, 

recommendations and the specification of aims and objectives.   

 Some candidates did not relate the analysis, evaluation and recommendations to the business 

being investigated.  

 Many candidates continue to present the questionnaires, tables, charts, figures and other 

media for their projects in the appendices with no cross-referencing or discussion in the body 

of the project.  

 

Overall, the data analysis and evaluation sections were the weakest elements of the projects.  In many 

cases, the data analysis merely described the data collected; candidates did not use the theory to 

establish relationships among the data collected and relate it to the aims and objectives.  Secondly, the 

evaluation often did not assess the data analyzed and make inferences based on that assessment.  
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Paper 03/2 

 

This paper comprised three questions, one per module.  The mean score for this paper was 12 (28.6 

per cent) out of a maximum of 42 and the scores ranged from 06 to 29.  

 

Question 1 

 

Candidates were required to: 

 

a) Explain four ways in which the internal controls have been weakened at the Rice Factory. 

b) For three of the weakened internal controls identified in (a) above, indicate a change that 

could be made to correct each weakness. 

 

The responses to this question revealed that most candidates had a very limited grasp of internal 

control systems.  

 

Question 2 

 

Candidates were required to: 

 

a) Outline the potential effects of the weak internal controls to the Rice Factory on four of the 

accounts in the financial statements. 

 

b) List six factors that should be considered in determining the internal controls that are 

appropriate for a small company such as the Rice Factory. 

 

The responses to this question were less than satisfactory.  Candidates showed little understanding of 

the effects of weak controls on the accounts in the financial statements, and the factors to be 

considered when designing an internal control system.  

 

Question 3 

 

Candidates were instructed to: 

 

a) Briefly describe two types of Subsequent (Post Balance-Sheet) Events. 

b) Indicate the appropriate accounting treatment in the Rice Company‟s 2008 financial 

statements for each of the five Subsequent (Post Balance-Sheet) Events listed by Mr. 

Manners in Issue 2 above. 

 

The responses to this question revealed that most candidates had a limited grasp of the principles and 

procedures for accounting for events after the balance sheet date.  

 

 

UNIT 2 

 

GENERAL COMMENTS 

 

The CAPE Accounting Unit 2 examination consisted of three papers each based on three modules.   

 

Paper 01 consisted of 54 multiple-choice items, 18 per module, all of which were compulsory.   
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Paper 02 was an extended response paper comprising of three questions (one per Module). Question 1 

was an extended problem with mainly computational aspects.  This question was sub-divided into 

three parts, all related to Module 1.  Parts (a), (b) and (c) examined Specific Objectives 8 and 9, 8 and 

9 and 3, and 8, respectively; Question 2, a mini case, was related to Module 2 and comprised two 

parts.  Part (a) focused on Specific Objectives 4, 5, 10, and 11; while Part (b) focused on Specific 

Objectives 11 and 12.  Question 3, an extended problem with computational aspects, as well as report 

preparation, was referenced to Module 3 and comprised three parts, both of which examined Specific 

Objectives 2.  

 

Paper 03/1 was the Internal Assessment.  This paper was assessed by the class teacher and moderated 

by CXC.   

 

Paper 03/2 was an alternate paper to the Internal Assessment for non-school candidates.  The paper 

03/2 comprised three questions (one per Module).  

 

 

DETAILED COMMENTS 

 

Paper 01 

 

The performance on the fifty-four (54) multiple choice items on paper 01 was good with a mean of 42 

out of 63, and the scores ranged between 0 and 62. 

 

 

Paper 02 

 

This paper consisted of three compulsory questions, one per Module.  The mean for this paper was 56 

out of a maximum possible of 105, and the scores ranged from 3 to 100. 

 

Question 1 

 

This question comprised three parts.   In Part (a), candidates were provided with a list of costs and 

were required to classify each cost as either a product (inventoriable) cost, or a period (non-

inventoriable) cost.  

 

In Part (b), candidates were provided with a list of purchases and sales for Ajani Sports Company and 

required to: 

 

(i) Calculate ending inventory, cost of goods sold and gross profit under each of the following 

inventory valuation methods: 

 

a) First-in-First-Out (FIFO) 

 

b) Last-in-First-Out (LIFO) 

 

c) Weighted average 

 

(ii) Indicate which of the above is the most appropriate inventory valuation method if the 

management‟s goal is to produce the most “up to date” inventory valuation on the Balance 

Sheet. 
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In Part (c), candidates were provided with a list of balances for Marwick Company and required to: 

 

(i) Prepare a Cost of Goods Manufactured Statement for 2008. 

 

(ii) Prepare an Income Statement for 2008. 

 

Candidates‟ performance on this question was good resulting in a mean of 24, and scores ranging 

from 0 to 35.  

 

Part (a) 

 

The performance on this part of the question was satisfactory and attempted by the majority of 

candidates.  Most candidates were able to classify costs correctly.  

 

Part (b) 

 

The performance on this part of the question was satisfactory.  Generally, candidates could correctly 

calculate sales, and use the FIFO method and LIFO method to calculate ending inventory and cost of 

goods sold.  Most candidates correctly identified FIFO as the method that would produce the most 

“up-to-date” inventory valuation. 

 

However, some weaknesses were noted among the responses: 

 

 Some candidates used one method (for example, FIFO) to value inventory and cost of sales, 

while identifying it as another method (for example, LIFO).  

 Some candidates deducted ending inventory from purchases in calculating gross profit.   

 Many candidates were unable to apply the weighted average method under a periodic 

inventory system.  Consequently, they were unable to calculate the average cost per unit of 

ending inventory and the total cost of ending inventory and the cost of sales.  Many 

candidates created an opening inventory, based on the January purchases and other candidates 

incorrectly identified LIFO as the method likely to produce the most “up-to-date” valuation, 

while some identified weighted average. 

 

Candidates should be provided with practice in valuing stock and preparing income statements using 

FIFO, LIFO and weighted average.  Emphasis should be placed on the effect of various stock 

valuation methods on inventory value, cost of sales and profit.  Candidates should also be provided 

with practice in valuing stock under perpetual inventory systems and periodic inventory systems. 

 

Part (c) 

 

The performance on this part of the question was generally very good.  However, a few weaknesses 

were noted in the candidates‟ responses: 

 

 Some candidates did not include sub-totals for raw materials available.   

 A number included selling and administration costs in the manufacturing account.  Some 

included manufacturing overheads in the Income Statement, where a few deducted factory 

overheads from prime cost, or were unable to correctly transfer the cost of finished goods 

manufactured to the Income Statement. 
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Question 2 

 

This question comprised two parts. In Part (a), candidates were provided with product costing 

information for Dominica Company and required to: 

 

(i)   Determine the cost of a single unit of the product under each of the following: 

 

a) Absorption Costing 

b) Variable Costing 

 

(ii)   Prepare an Income Statement for August using the contribution format and variable    

  costing. 

(iii)   Reconcile the variable costing net income figures computed in (ii) above and the   

  absorption costing net income figure provided. 

 

(iv)   Briefly explain the main difference between variable costing and absorption costing  

  in terms of the treatment of costs in the financial statements. 

 

(v)   Indicate the primary purposes for which variable costing and absorption costing are    

  used.  

 

(vi)   Explain why the variable costing income statement approach would be attractive to a     

  manager who is interested in projected her firm‟s future profit performance. 

 

In Part (b) of this question, candidates were provided with cost information and information on units 

produced for St. Michael Company and required to prepare a production cost report for the Mixing 

Department for June 2008. 

 

Candidates‟ performance on this question was satisfactory resulting in a mean of 18 (51.4 per cent), 

and scores ranging from 0 to 35.  

 

Part (a) (i) to (iii) 

 

The performance on this part of the question was good.  Candidates were generally able to correctly 

calculate unit costs for both absorption and variable costing.  Most candidates could correctly prepare 

the Income Statement using variable costing. 

 

However, some weaknesses were noted in candidates‟ responses: 

 

 Many candidates could not correctly reconcile variable costing net income and absorption 

costing net income.  Candidates merely calculated the difference between the two net 

incomes, but could not show that the difference resulted from the method of inventory 

valuation used in variable and absorption costing.  

 

It is recommended that candidates be given much more intense practice in reconciling absorption 

costing net income and variable costing net income.  Students should be exposed to the theory in 

order to develop a better understanding of the reason for the difference in net profit. 

 

Part (a) (iv) to (vi) 

 

The performance on this part of the question was poor.  Several weaknesses were observed. These 

include: 
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 The inability to correctly explain the main difference between variable and absorption 

costing. Incorrect integration of the difference as being the way in which fixed costs or 

overheads are treated in the two methods - few candidates specifically referred to fixed 

production overheads.  General inability to correctly state the purposes for which variable 

costing and absorption costing are used.  

 

 Inability to explain why the variable costing income statement approach would be attractive 

to a manager who is interested in projecting her firm‟s future profit performance, most 

respondents stating that the variable costing approach would be preferable, as it would result 

in higher profit. 

 

It is recommended that candidates spend more time on the theory and practice in answering questions 

which require explanation and analysis.  

Part (b) 

 

The performance on this part of the question was good.  Most candidates could correctly calculate the 

equivalent units and the cost per equivalent unit. They could also format the production report. 

However, some weaknesses were observed: 

 

 Some candidates prepared the report on a FIFO basis instead of using the average cost method 

as instructed. 

 

 Many candidates could not calculate the equivalent units of ending inventory for conversion 

cost, but assumed 75 per cent or 100 per cent completion.  Some candidates calculated total 

equivalent units by adding the percentage of completion of ending work in process to the 

units completed and transferred out.  Some candidates omitted the reconciliation section of 

the report. 

 

It is recommended that students engage more in the preparation of production cost reports using both 

the FIFO and the average cost methods, with special emphasis on the calculation of equivalent units in 

work in process.  

 

Question 3 

 

This question was divided into three parts.  Part (a) of this question provided material and labour cost 

and input information for the manufacture of bookends by Castries Co-operative Limited and required 

candidates to: 

 

(i) Calculate the total standard cost of materials (including packaging) for a pair of bookends. 

(ii) List two parties that would typically participate in the development of material standards. 

(iii) For any one of the parties listed in (ii) above, indicate their role in the development of 

material standards. 

 

Part (b) of this question provided candidates with information relating to standard quantities and 

standard costs for the production of Right Lube.  Candidates were required to perform the following 

tasks:  

 

(i) Compute the price and efficiency variances of the materials used in the production of right 

Lube. 

(ii) The materials were purchased form a new supplier who is anxious to enter into a long-term 

purchase contract.  Would you recommend that the company sign the contract? Support your 

response with an appropriate explanation.  
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(iii) Compute the rate and efficiency variances for direct labour employed in the production of 

Right Lube. 

 

(iv) In the past, the 35 technicians employed in the production of Right Lube consisted of 20 

senior technicians and 15 assistants.  During November, the company experimented in order 

to save costs and used only 15 senior technicians and 20 assistants.  Would you recommend 

that the new labour mix be continued? Support your response with an appropriate 

explanation. 

 

Candidates‟ performance on this question was less than satisfactory resulting in a mean of 14 (40 per 

cent), and scores ranging from 0 to 33.  

 

Part c 

 

This question provided candidates with information relating to Expected annual sales volume, Selling 

price per box, Fixed costs, and Variable cost.  Candidates were requested to respond to the following:- 

 

 (i)  What is the current contribution margin per box of gourmet chocolate. 

 

 (ii) Compute the current break-even point, in dollars, before the cost increase. 

 

 (iii) Compute the company‟s expected net income for next year. 

 

 (iv) After accumulating the above data, the president was informed that in the coming 

  year the manufacturers of the gourmet chocolate planned to increase the cost per box 

  by 20 per cent.   This increase was as a result in an increase in sugar.  Assume that the 

  cost of the chocolate increased by 20 per cent.  Calculate the new selling price if the 

  company wants to maintain the current contribution margin rate.    

 

Part (a)  

 

The performance on this part of the question was not very good.  Candidates were generally able to 

correctly calculate the packaging cost, and the ideal standard for lumber.  Many candidates were 

aware of the parties involved in the setting of standards.  However, some weaknesses were noted 

among the responses: 

 

 Many candidates included direct labour cost in their calculation of standard material cost.  

 

 Many candidates were unable to calculate the total cost of felt pads per pair of bookends.  

They were often unable to establish the number of pads required.  Additionally, while most 

could calculate the increase per felt pad, they could not translate this to an increase per pair of 

bookends.   

 

 Many candidates could not correctly calculate the amount of lumber required to construct a 

pair of bookends, and did not adjust for the fact that 104 bookends were to be processed for 

every 100 satisfactory pairs.  Consequently, they calculated a cost of $3.52 per pair as 

opposed to $3.64 per pair.  

 

 In calculating the new standard cost of packaging, many candidates increased actual cost by 

10 per cent instead of adjusting the previous standard cost.  A few candidates applied variance 

analysis to the problem.  Most candidates could not explain the role of the parties selected in 

the development of material standards. 
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Candidates need more opportunities to practice the extracting of relevant data from worded problems. 

The standards setting process should also be treated in greater depth. 

 

Part (b) 

 

The performance on this part of the question was good.  Candidates were generally able to calculate 

the material price variance.  However, some weaknesses were observed: 

 

 Many candidates did not indicate whether the variances calculated were favorable or adverse.  

 

 Some candidates confused material and price variances.  Many candidates used the material 

purchased to calculate the efficiency variance, rather than the material used.  

 

 In calculating the actual hours worked, candidates used the average of 160 hours per worker 

and did not multiply by the 35 workers to arrive at total hours.   

 Some candidates made recommendations in Parts (ii) and (iv) that directly contradicted the 

results of their calculation in other parts of the question. 

 

 Some performed no calculations but nonetheless made recommendations. 

 

Practice in calculating and analyzing variances need to be increased.     

 

Part (c) 

 

The performance on this part of the question was satisfactory.  Candidates correctly calculated the 

contribution margin and could calculate the net income for next year.  However, a number of 

weaknesses were observed in the candidates‟ responses:  

 

 Many candidates did not calculate contribution margin per box, instead they calculated total 

contribution or contribution margin ratio.  

 In calculating contribution margin, a number of candidates understated total variable cost, as 

they did not include variable selling and administration cost.   

 Many candidates had difficulty calculating the dollar value for breakeven sales, as required by 

Part (ii).   

 While they could calculate break-even in units, they could not make the conversion to sales 

dollars.   In Part 3 (iii), most candidates who chose to use the target profit formula could not 

successfully calculate net income as they could not use the information presented to establish 

the required revenue.  In Part (iv), most candidates could not correctly calculate the selling 

price required to maintain the current contribution margin rate.  Many increased selling price 

by 20 per cent, rather than increasing the cost of chocolate.   

 Additionally, most candidates could not use the relationship between selling price and the 

contribution margin rate to calculate the new selling price required. 

 

More opportunities to apply cost volume profit analysis to more complex situations are required by 

candidates. 

 

 

Paper 03/1 

 

For Unit 2, Internal Assessment samples were received from 157 centres.  The internal assessment 

comprised of three tests constructed, administered and marked by the teacher.  These tests, along with 

the keys and mark schemes submitted for moderation were generally well constructed, with the 
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objectives being clearly identified.  The test items selected were of a level of difficulty, type and mix 

of questions appropriate to the level being assessed.  The sample scripts submitted were generally 

marked consistently with the keys and mark scheme.  However, some samples contained no test 

papers, and or mark schemes.   Also, the allocation of marks on some mark schemes was unclear.   In 

a few cases, the tests were very narrow and did not adequately cover the relevant modules.  Finally, 

many tests were very long, and could not have been completed within the time stipulated by the 

syllabus.   

 

It is recommended that teachers refer to the guidelines provided in the syllabus, paying special 

attention to the required scope and duration of the tests.   

 

 

Paper 03/2 

 

This paper comprised nine questions, three questions per module.  Fourteen marks were awarded per 

module for a total of 42 marks. The mean for this paper was18 (42.9 per cent) out of a possible 

maximum of 42, and the scores ranged from 8 to 28.  

 

The performance on this paper was generally weak. 

 

Module 1  

 

Questions 1 - 3 

 

Candidates were required to answer the following items based on information provided in the paper: 

 

1. Distinguish between „financial accounting‟ and „management accounting‟ in relation to each 

of the following: 

 

(a) Users of the information 

(b) Scope of the reports 

(c) Period covered by the information 

(d) Frequency of reporting 

 

2. Prepare a Schedule of Cost of Finished Goods Manufactured for the year ended December 31, 

2008. 

 

3. Allocate Peter‟s wages for the past week between direct labour cost and indirect labour cost. 

 

Responses to these questions were weak: Most candidates could correctly prepare a schedule of cost 

of goods manufactured.  However, some weaknesses were observed: 

 

 Candidates could not correctly distinguish between financial and management accounting 

using the criteria provided.   

 Most candidates did not use the cost of direct materials which was provided; instead they 

incorrectly used the opening and closing materials inventory to calculate cost of material 

used.   

 Candidates could not correctly calculate direct and indirect labour cost, as they incorrectly 

classified idle time and overtime premium as direct labour cost. 
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Module 2 

 

Questions 4 – 6  

 

Candidates were required to answer the following items based on information provided in the paper: 

 

4. (a) List the source documents for the direct materials and direct labour costs that are assigned to 

this job. 

 

    (b) Calculate the predetermined manufacturing overhead rate and indicate how this rate was 

determined. 

 

5.  Using the information presented above and your answers to Question 4, determine the total 

cost and the unit cost of the completed job. 

 

 

6. (a) Calculate the amount by which the manufacturing overhead cost was over-applied or    

under-applied during the month. 

 

    (b) Compute the gross profit for Job 65. 

 

Responses to these questions were satisfactory.  Generally, candidates were able to correctly identify 

the material requisition note as a source document, and could correctly calculate the total cost of the 

job.  Most candidates showed the correct formula for the calculation of overhead absorption rate.  

However, the following weaknesses were observed: 

 

 Many candidates were unable to identify the time ticket as a source document.   

 Candidates were unable to correctly apply the formula to calculate the overhead absorption 

rate.   

 A few candidates did not calculate the unit cost.   

 

Generally, candidates could not correctly calculate the overhead applied, and most could not correctly 

distinguish between over- and under- applied overhead.  

 

Module 3  

 

Questions 7 to 9 

 

Candidates were required to answer the following items based on information provided in the paper: 

 

7. (a)     Define the term „standard costs‟. 

    (b)     State one condition under which previously established standard costs could be    revised.      

     Include an appropriate example for the condition stated.  

 

8.         Each of the following statements defines ONE of these technical terms.  List the EIGHT     

            technical accounting terms and match EACH with its definition by indicating the correct    

            number (1 – 8) of the matching statement.  Each definition should be used only once. 

 

9.       List TWO factors that should be taken into consideration when assessing the adequacy of     

            the rate of return of a capital investment proposal. 
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The responses to questions in this module were generally very weak: 

 

 Most candidates could not correctly define the term „standards‟, relating it to fixed costs, and 

did not know the conditions under which previously established standard costs could be 

revised.   

 

 Most candidates could not correctly match technical accounting terms related to the 

evaluation of long-term investments with their definitions.  

 

 A majority of candidates were not able to give factors to be considered when assessing the 

adequacy of the rate of return; instead, candidates listed capital appraisal methods. 

 

 

GENERAL COMMENTS 

 

Teachers are encouraged to provide candidates with exposure to self directed learning techniques and 

to assign them certain aspects of the syllabus as research projects in order to ensure coverage of the 

entire syllabus. This strategy must be supported by the provision of comprehensive feedback to 

candidates on their research assignments. 


