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EXAMINERS’ REPORT

SUBJECT:  ADVANCED FINANCIAL ACCOUNTING AND REPORTING

	Question/Section
	Comments

	Section A

Question 1 (a)
	Most candidates did not realise that there is an associate (Brick), and they consolidated the associate as if it was a subsidiary. Many were not able to make adjustment for pre-acquisition profits and factoring of inter-company debt. Many candidates did realise that there was an adjustment required for pre-acquisition revaluation reserve but most of the adjustments were wrong. A very disappointing result for this core topic, many candidates were not able to demonstrate basic consolidation skills.



	Question 1 (b)
	Badly attempted, many candidates were confused between MASB 12 and Schedule 9 CA65 for exclusion of subsidiary from consolidation.



	Section B

Question 2


	This was the best performed question overall and was the most popular choice of the candidates. However, the result was still very disappointing showing that many candidates were unable to carry out basic book-keeping adjustments. Most candidates were unable to prepare the Statement of Changes in Equity. While most candidates prepared the income statement and balance sheet, the format of the income statement was badly laid out.  Most candidates were unaware that finance costs should be presented after operating profits. Most candidates demonstrated poor understanding of MASB standards such as treatment of proposed dividends in MASB 19, where candidates continued to treat proposed dividends as a liability.



	Question 3 (a) (i)
	Most candidates were able to set up the initial cash flows format under the direct method. Many candidates were unable to carry out basic adjustment for payments to suppliers, however, most candidates were able to calculate receipts from customers. Classification of cash flows was loosely presented; many candidates failed to observe the requirement of MASB 5. 



	Question 3 (a) (ii)
	Many candidates did not attempt this part of the question.  Those who attempted were not able to come out with the correct reconciliation. While candidates were able to perform simple reconciliation items such as depreciation and working capital adjustment, many of them included these items in reverse sign.



	Question 3 (b)
	A desperate attempt by many candidates based on the result of their cash flows statements. Those who attempted the question did provide sensible answers. But, many did not attempt this part of the question.



	Question 4 (a) (i)


	This was the least attempted question. Very few candidates were able to describe indications of impairment of assets. The results demonstrated a lack of understanding of MASB 23.

	Question 4 (a) (ii)


	While most candidates were able to define recoverable amount, many were unable to explain how to measure recoverable amount especially value-in-use.  None of the candidates explained the use of cost of capital.



	Question 4 (b) 


	Very badly attempted, candidates were unable to integrate depreciation and impairment and reversal of impairment loss. Those who attempted the question were not able to compute the reversal of impairment loss.

	Question 5 (a) 


	Many candidates were able to give some sensible answer on substance over form.  However, all the candidates used leasing as an illustrative example, indicating the lack of understanding of the scope of this topic area. Answers were by and large mediocre.



	Question 5 (b) 


	Badly attempted, most candidates were unable to provide the distinction between legal form and substance. Candidates did not clearly indicate which working is substance and which is legal form.

	Question 5 (c)
	Many candidates did not attempt this part of the question. Those who attempted did identify that this was a sales and lease back transaction, but were unable to give correct extract of the income statement.


