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INTRODUCTION

The CAPE Accounting examination comprises the following papers.

e Paper 01 consists of 45 multiple-choice items, 15 items from each of the three modules.

e Paper 02 consists of three questions, a mixture of computations and short essays. Each module is
covered by a separate question.

e Paper 031 is a school-Based Assessment (SBA), marked by the class teacher and moderated by
CXC.

After four consecutive years of decline, candidate entries for Unit 1 increased slightly from 1549 in 2023
to 1689 in 2024. However, overall candidate performance declined significantly; only 77.05 per cent of
candidates achieved Grades |-V compared with 91.14 per cent in 2023 and 87.52 per cent in 2022.
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PAPER 01 — MULTIPLE CHOICE

Candidates’ performance on the multiple-choice items produced a mean score of 68.18 per cent,
compared with 79.25 per cent in 2023. This reflects a noticeable decline in performance.
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PAPER 02 — STRUCTURED ESSAY

This paper comprises three compulsory questions which assessed content from all three modules.

e Module 1 — Accounting Theory, Recording and Control Systems
e Module 2 — Preparation of Financial Statements
e Module 3 — Financial Reporting and Interpretation

The mean mark for this paper was 21.54 per cent.

Question 1

Candidate’s Response to Parts (a) (i) — (ii)

(a) State the meaning of the following accounting constructs.
(1) Concept of reahization

(11) Prudence concept

|2 marks|
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Examiner’s Comments

The two concepts in Part (a) (i) and Part (a) (ii) were defined adequately. This response was succinct
and points were clearly stated.
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Candidate’s Response to Parts (b) (i) — (ii)

(b) On the day of an inventory count, the following observations were made.

L

1L

.

V.

W,

The prenumbered count sheets being used included the inventory ledger balances
which needed to be checked against the physical inventory.

Staff had to remember which inventory had been counted.
Count sheets were filled out in pencil.

The staff counting the inventory were inventory warehouse staff and all of them
were friends.

Count sheets were collected at the end of the count; however, they were not signed.

For EACH of the observed activities I-V,

(1)
(i)
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identify ONE weakness |5 marks|

state how the weakness identified can be overcome. |5 marks|
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Examiner’s Comments

A full explanation using the correct terminology was provided.
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Candidate’s Response to Part (c) (i)

(c) (1}
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On 01 January 2020, Grant Limited purchased a truck for $13 000 with a useful
life of five years and a residual value of $1 000. The company uses the straight-
hine method to caleulate depreciation on the truck. On (01 January 2023, Grant
Limited decided to extend the useful Life of the truck to six yvears and to list the
residual value as 52 200.

Journalize depreciation for EACH of the years ended
* 31 December 2021 |2 marks]

* 31 December 2023, |4 marks]
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Examiner’s Comments

The journal entry was completed correctly, with adequate calculations.
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Candidate’s Response to Part (c) (ii)

(1i)  Grant Limited reported the following balances on its equity accounts at the beginning
of the financial year.

5

Share capital — Redeemable preference (6% 550 par, 400 000
cumulative 10 000 shares authorized)

Share capital — Ordinary (51 stated value, 2 000 000 shares 1 CHWDY WD
authorized)

Share premium — Preference 100 000
Share premium — Ordinary 1 450 000
Retained eamnings 181 000

During the financial year, the company had the following transactions and events.

1. Issued 30 000 ordinary shares for £120 000.

2 Issued 7 000 ordinary shares for a patent valued at $32 000.

3. Issued 5 000 ordinary shares in settlement of consultancy fees for the
restructuring of business operations overseas. The consultancy fees
amounted to $25 000.

4. Redeemed 1 000 6% redeemable preference shares at a premium of §5 per
share. No new shares are to be issued to fund this redemption.

5. Determined that net income for the year was $400 000.

Required

Prepare the journal entries to record the transactions above [Narratives are not
required]. [17 marks|
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Examiner’s Comments

This candidate completed most of the journal entry and correctly calculated all the relevant figures
required.
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Question 2

Candidate’s Response to Part (a)

(a) Outline ONE advantage and OMNE disadvantage of public limied companies when compared
with private limited companies. |4 marks]
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Examiner’s Comments

The candidate demonstrated knowledge of the advantages and disadvantages of public companies
compared with private limited, correctly providing one advantage and one disadvantage. The
response includes the following.

e Transfer of ownership is easier for shareholders of public companies as shares can be traded
on the stock exchange; private companies often restrict shareholders’ ability to sell shares
because they cannot be traded on the stock exchange.

e Public companies have greater access to capital as shares can be sold to the public; private
companies cannot issue shares to the public; therefore, they are restricted in their access to
capital.

e Public companies are required to publish their audited financial statements; private
companies are not required to do so, or there is a higher cost of compliance for public
companies/high regulation and scrutiny.

e When forming a public company, a minimum capital requirement must be met before a
certificate of incorporation is issued; there is no minimum requirement for private
companies.
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Candidate’s Response to Part (b) (i)

(b) Compare partnerships, public limited companies and non-governmental onganizations in
terms of EACH of the following.

(1} Elements of equity |3 marks]
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Examiner’s Comments

This candidate demonstrated knowledge of the elements of equity for partnerships, public
companies, and non-government organizations. The response includes the following.

e Partnership business elements of equity are current accounts, the share of profit, salaries,
interest on capital, and capital invested.

Public company's elements of equity are ordinary shares, preference shares, retained
earnings, and reserves.

¢ Non-government elements of equity are donations, fundraising, surplus from income and
expenditure, and accumulated funds.
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Candidate’s Response to Part (b) (ii)

(11} Liability of owners I3 marks]
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Examiner’s Comments

The candidates demonstrated knowledge of the liabilities of the partnership, public company, and
non-government organization.

e Partnership — Unlimited liability
e Public Company — Limited liability
e Non-government — Limited Liability
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Candidate’s Response to Part (b) (iii)

(i}  Transfer of ownership |3 marks)
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Examiner’s Comments

This candidate demonstrated knowledge of the transfer of ownership for partnerships, public
companies, and non—governmental organizations.

e Partnership — Transfer is difficult as the partnership must be dissolved, and/or the original
partners would need to agree to the admission of the new partner.

e Public company — Ease of transfer of ownership as shares can be sold to others or sold on
the stock on the exchange.

e Non-government — No transfer of ownership.
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Candidate’s Response to Part (c)

(¢) Barry, Frodo and Sam have been in partnership for several years, sharing profit in the ratio
of their fixed capital. Barry wishes to retire at the end of 2022. The balance sheet of the

partnership at that date is as follows.

Assets

Cash

Accounts receivable
Inventory

Vehicle

Land and buildings
Goodwill

Liabilities and capital
Accounts payable
Loan payable

Capital
Barry
Frodo
Sam

Current accounts

Barry
Frodo

Book Value
S

120 000
110 000
175 000
230 000
860 000

$1495 000

60 000
375000

300 000
500 000
200 000

40 000
20 000

$1.495 000

Valuation

S

900 000
120 000

Barry has agreed to take $50 000 in cash and to leave the balance remaining from his

capital as a loan to the partnership.

Required

Prepare the journal entries to show the revaluation of partnership assets and Barry's
withdrawal from the company.
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Examiner’s Comments

The required journal entries were accurately presented. The goodwill, revaluation amount of the

land and building, and the closing of Barry’s current account to the respective capital accounts were
correctly applied.

The journal entries were well-formatted with the

e debit and credit columns clearly identified
e debit entry preceding the credit entry

e credit entry indented

e appropriate narrations stated.
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Candidate’s Response to Part (d)

(d) The following is the trial balance for Green Acres Lid.

Trial Balance
As at 31 December 2021
$ 5

Common stock (par value $2) 380 000
Paid-in capital in excess of par 142 504
Retained earmings 499 575
E% Bonds payable KEARLLI]
Property, plant and equipment I 425 000
Accumulated depreciation 304 (WD
Short-term investments 52150
Purchases amd sales I 392 225 30400475
Returns 47975 68 7RO
Dividends recerved 6935
General admimistrative expenses TIR 1T
General selling and distribution costs 421 6E
Freight inwards 31 255
Inventory — 01 January 2021 485 820
Dividend paid 33 150
Trade recervables and payables 473 Tl 323 BRO
Interest pand 15 200
Bank 23 560

5146 145 3146 145

Additional information

+  Inventory at 31 December 2021 amounted to 5654 000, The corporation tax mte 15
25%.

» The 8% bonds were 1ssued on 01 January 2018,
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«  Depreciation on property, plant and equipment 15 charged on the reducing balance basis
at a rate of 10% per annum. It should be allocated as 20% selling and administration
costs: B0 administrative costs.

«  Utilities expense was included in general admimstrative expenses. On 31 December,
unpaid utilities amounted to $3 500.

»  Dhrectors declared a 1 for 10 stock dividend to preserve the company’s higquidity position
and so did not pay cash dividends.

Required

Prepare the statement of comprehensive income for the period ended 31 December 2022,
in accordance with the provisions of the International Financial Reporting Standards for
Small and Medium-sized Entities (IFRS for SMEs). |12 marks]
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Candidate’s Response to Part (d)
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Examiner’s Comments

income statement.

were calculated and treated correctly.

The candidate did not present a comprehensive income statement; however, the information was
accurately presented in the traditional income statement format, demonstrating knowledge of the

As prescribed by the standard for the income statement, net sales, cost of goods sold, administrative
expense and selling expenses, other revenue and expenses, and net income were clearly and
correctly identified. The depreciation expense for both categories of expense was also calculated
correctly using the reducing balance method. Additionally, the bond interest and corporation tax
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Question 3

Candidate’s Response to Part (a)

Examiner’s Comments

The methods were identified and the values used for each were explained.
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Candidate’s Response to Parts (b) (i) — (viii)

(b) Mustaf Ltd supplies local hotels with plumbing and electrical equipment. The following
relates to the financial statements for the year 2021.

Condensed Statement of Comprehensive Income for the Year Ended
31 December 2021

S $

Revenue:

Cash sales 300 000

Credit sales 450 000 750 000
Gross profit 530000
Profit before interest and tax 300 000
Finance cost 30 000
Net profit before tax 270 000
Tax 67 500
Profit after tax 202 500
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Statement of Financial Position as at 31 December 2021

$ 3
MNon-Current Assets
Property, plant and equipment 1 137 500
Current Assels
Inventory 42 (kD
Trade receivables T2 D00
Cash and bank 343 (W GET 000
1 794 300
Capital and Reserves
Ordinary shares @ $0.25 225 000
7% Preference shares (@ 81 each 100 (00
General reserves 92 (MM
Retained earnings 407 304D 524 300
Mon-Current Liabilities
3% Mortgage (ELIRLLL
6% Loan L EO0 000
Current Liabilities
Pavahles LR
Interest 200 (M}
Tax 65 (b 170 000

1 794 500

Addional information

« Opening inventory on 01 January 2021 was $36 000.

« Preference share dividend for 2021 was paid in full and ordinary share dividend of
8% was paid.
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Required

Calculate EACH of the following ratios for 2021.

(i)  Gearing ratio |2 marks)
{i1)  Times interest earned |2 marks)
(i)  Inventory turnover |3 marks]
(1v)  Collection penod |2 marks]
(v)  Accounts receivable collection period |2 marks]
(vi)  Accounts payable payment period |2 marks)
(vil)  Earnings per share |2 marks|
{viii)  Dividend payout ratio |2 marks]
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Examiner’s Comments

Formulas were correctly stated in Part (b) (i) and Part (b) (vi), and all workings were clearly shown.
However, the candidate did not treat the dividends correctly in Part (b) (vii) and Part (b) (viii).

Candidate’s Response to Part (c)

(c) Mustat Lid 15 a famulv-owned business. A board member 15 preparing to attend her first
board of directors meeting and was presented with the financial ratios that will be discussed.
She has no knowledge of ratio analysis and needs your assistance in preparing for the

meeting.
Ratios 022 2023 Industrv Average
Gearing 453% 48%, 42%
Times interest earned | 12 umes 11 nmes 13 nmes
Inventory rnover 6.22 nmes B umes 7 tmes
Collection period 05 days 97 davs 92 days

Discuss EACH of the ratios above and analyse the performance of the company for 2023,

[12 marks|
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Examiner’s Comments

This response provided clear definitions of ratios. Also, implications or recommendations were
made. Correct trends between the two years were identified; however, a comparison with the
industry average should have been included.
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PAPER 031 — SCHOOL BASED ASSESSMENT

The School-Based Assessment comprised three module tests of 90 minutes each constructed,

administered and marked by the teacher. Teachers may opt to administer two 45-minute tests for a
module instead of one 90-minute test.
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