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Examiner’s analysis interview: F7 – Financial Reporting 

 

Interviewer: Hello and welcome to the examiner’s interview for F7, Financial Reporting. 

The examiner has provided the answers and his words are spoken by an 

actor. 

 

 The interview covers a range of issues:  

 A review of candidates’ performance over the last four exam 

sessions, from June 2011 to December 2012 

 The examiner’s observations on the performance  

 Major concerns and advice on future performance  

 Brief review on any changes going forward. 

 

How did candidates perform in these last four sessions? 

 

Examiner:  As we can see from the graph, the pass rates for the four exam diets have 

shown a welcome improvement over the previous results. Once again the 

December diets for some reason produced the better pass rates, with over 

50% of candidates being successful. 

  

For the first time we are able to drill a little deeper into the overall pass 

rates and look at candidates’ performance on individual questions. This 

bears out my previous comments, Questions 1 and 2 are high scoring; 

Question 3 is more mixed with candidates scoring better on cash flows 
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aspects, but less well on interpretation. Questions 4 and 5, on the wider 

syllabus areas prove more troublesome to candidates.  Speaking generally, 

‘marginal’ candidates tend to get 40 to 43 on Questions 1 to 3 and in diets 

where they then go on to achieve 10 or more marks on Questions 4 and 5 

(combined) we see a good overall pass rate. 

 

Interviewer: To what do you attribute the overall improvement in performance? 

 

Examiner: I would like to think that my previous advice to candidates to study the 

wider syllabus area has got through and they now seem better prepared for 

these question areas, but clearly there is still room for improvement. 

 

It may well be that moving the F7 paper into the first week of the 

examination period has meant that candidates have prioritised the study of 

F7 as it is one the first exams they will sit. 

 

In turn, tuition courses and teaching materials have improved and are more 

focussed as a result of feedback from previous learning providers’ 

conferences and perhaps the topics of Questions 4 and 5 have been more 

attainable to candidates.  

 

Interviewer: So all is going well then? 

 

Examiner: I think it fair to add a note of caution.  
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It is important to understand that the question pass rate figures are the 

percentage of candidates that ‘pass’ each question by scoring more than 

half marks of the available marks for the question. For example on Question 

1, it would be scoring 12½ or more from the 25 available. 

 

We should not confuse the question pass % with the average mark scored 

for the question. For example on Question 1 the average mark scored is 

usually 16 or 17 from 25. 

 

Statistically this means that candidates who obtain only a ‘weak’ pass , say 

13 or 14, on Questions 1 and 2 are likely to fail the paper overall. This is 

simply because the remaining questions are less well-answered.  

 

So the important messages from this are: 

 

There is room for improvement even on the ‘good’ questions; and 

marginal candidates fail because of poor answers to Questions 4 and 5. 

 

Interviewer: Can you highlight an example of poor performance?  

 

Examiner: Yes. 
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Part (a) on provisions from IAS 37 in the December 2011 exam is a 

straightforward section that is well covered in all textbooks and can even be 

rote learned. 

 

Part (b) was two small illustrative examples.  

 

The first on an environmental provision has been asked many times before, 

is covered well in tuition materials and therefore should have been very 

familiar. The second was an example of a contingent liability of a parent for 

a subsidiary’s loan that perhaps needed a little thinking about, but was not 

complicated. 

 

Overall this was neither a difficult nor a newly examined topic, so I ask 

myself ‘why did this question have the lowest pass rate of all four diets with 

only 8 out of every 100 candidates passing it?’ 

 

Sadly I don’t know the answer to this question. 

 

Interviewer: Despite this, candidates have done quite well. How can there be further 

improvement? 

 

Examiner: The way I see it is that there are three variable elements to a pass. 
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First the exam, for my part I think the exam team have produced fair 

papers testing the right skills at an appropriate level within the time 

constraints allowed. Most feedback seems to agree. 

 

Second are the tuition providers and teaching materials. I think materials 

including practice questions and the important mock exams are well 

focussed as are tuition courses. We all have to be realistic in terms of what 

can be covered in courses; some self-study is inevitable; indeed, vital. 

 

That leaves candidates’ preparation; this is mixed of course. 

 

Before starting F7 studies, candidates should have a solid footing by having 

a sound knowledge of F3 topics. Sadly weaker candidates show very little 

progression from the F3 level. 

 

Candidates should be aware that statistics show that a candidate’s first 

exam attempt is their best chance of passing. 

 

Understandably, candidates focus on Questions 1, 2 and 3, but they should 

not exclude the wider syllabus – this is what causes marginal candidates to 

fail. 

 

Overall there is probably not enough self-study and working of past 

questions including attempting mock exams. 
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Interviewer: What are the most persistent problems? 

 

Examiner: Despite improvements many old problems persist. 

 

Many candidates suffer from poor time management where they run out 

time before they have finished all the questions. There are several aspects 

to this, the most common are: 

 

 Excessive workings. Candidates often have a separate working for 

each line answer of a consolidation; they are only needed for the 

more complex items such a cost of sales 

 Needless writing out of definitions of ratios 

 Repetition of the same point on written questions; and 

 Crossing out of large parts of a question (say a statement of profit or 

loss) and starting again when it would have been easier and quicker 

to change just the wrong items.  

 

Probably just as important as time management is that candidates must 

ensure they answer the question that was asked. There are four examples 

of recent question requirements where candidates were given specific 

instructions. The first three direct candidates NOT to prepare an answer for 

a specific topic. I included these instructions as I anticipated that many 

candidates may give an answer that was not required. Despite this a 



 7 

considerable number of candidates ignored these instructions and gave an 

answer that was not required. No marks will be given for an answer that 

was not required, no matter how good it may be.  

 

The last requirement specifically asked for the limitations of using business 

sector average comparison; most candidates gave examples of the general 

limitations of ratio comparison that are not specific to using business sector 

averages.   

 

Another example of poor technique is that there are still significant numbers 

of candidates that do not answer all the questions or parts of questions.  

 

In this series of exams, Question 4 from June 2012 was the most notable 

in that 28% of candidates did not attempt it.  

 

The effect of not answering Question 4 (15 marks) is that a candidate 

would have to score 50 marks from 85 – this effectively means the pass 

mark is at nearly 60% (rather than 50%).  

 

Lastly, handwriting really can be a serious problem. If markers can’t read 

what is written, they can’t award any marks. In the worst cases this may 

mean that illegible handwriting could cause a candidate to fail. 
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Interviewer: Can you take us through what candidates might expect within each 

question and where the main weaknesses lie? 

 

Examiner: Yes. Question 1 will always be a consolidation and while most candidates 

have mastered a mechanical technique of answering such questions, I’m 

not sure they necessarily understand why their workings give the correct 

answer.  

 

 The common problems within this topic are:  

 

 While the calculation of goodwill deferred and contingent 

consideration are not handled well, there are problems with some 

types of fair value adjustments and what should be post- acquisition 

adjustments are often incorrectly included in the goodwill 

calculation. 

 Many items such as finance costs, unrealised profits and an 

associate’s income are often omitted from retained earnings.  

 Some unprepared candidates are still using proportional 

consolidation and fail to time apportion in the year of acquisition, 

although thankfully this is becoming less common.  

 A significant number of candidates ignore written sections to 

consolidation questions. 

 

Interviewer: What about Question 2? 
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Examiner: This is usually the preparation of financial statements from a trial balance 

with several adjustments covering many Standards. Candidates are quite 

good with the format of the financial statements, but it is the adjustments 

that cause the problems.  

 

Let’s start with revaluations: 

 

Almost every exam paper contains a revaluation of non-current assets, yet 

many candidates persist in making the same errors each time. Often, 

candidates will revalue the asset at the wrong time of year, say at the end 

of the year when the revaluation took place at the beginning of the year, or 

vice versa. Many depreciate the revalued amount over the asset’s original 

life rather than its remaining life and many calculate the revaluation gain 

incorrectly mainly because they use an incorrect initial carrying amount. 

 

The main problem with finance lease is again, timing; of interest and 

annual payments. It is important to observe carefully whether lease 

payments are in advance or in arrears. Candidates are generally weaker in 

dealing with a lease in its second year. 

 

Even straightforward calculations on deferred tax defeat many candidates. It 

should be simple; the closing liability for deferred tax goes in the statement 

of financial position and the movement in it goes to profit or loss. When 
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deferred tax is combined with a revaluation of non-current assets, answers 

are particularly poor. 

 

Revenue recognition and fair presentation are really too broad an area to 

summarise and it would be useful to refer to individual Examiner’s Reports 

for more guidance. 

 

Even quite basic earnings per calculations seem to cause trouble; a 

common error is that candidates often assume the nominal value of a share 

is $1 when it may be 25 cents. 

 

A requirement to produce at statement of changes in equity is often not 

answered and even where it is, there is confusion over its contents. Where 

there has been a share issue during the year many candidates have 

difficulty in working back to the opening figures. 

 

Recent answers to construction contracts have improved, but a common 

error in the statement of profit or loss is to report cumulative results from 

the beginning of the contract rather than the results for the year. 

 

Lastly, financial instruments cause lots of problems such as; not using the 

effective rate of interest, charging the effective rate plus the nominal rate to 

profit or loss (which is double counting), and not being able to split the 

equity and debt elements of a convertible loan note. 
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Interviewer:   That’s certainly a lot to think about. What can we expect in Question 3? 

 

Examiner: This will be on preparation of cash flows and on the calculation of ratios 

followed by some interpretation of these. 

 

 Statements of cash flows are generally very well done though once again 

finance leases cause problems and candidates often forget to work out any 

dividend payments from the movement on retained earnings. 

 

 Performance appraisal, or interpretation, as it is commonly called has 

improved a little, but still quite poor. Candidates often produce a rote 

learned format answer which has little or no regard to the information given 

in the scenario. Another weakness is that candidates do not seem to be 

able to comment on underlying performance where ‘one off’ effects such as 

the acquisition of a new business can invalidate a direct comparison of 

consecutive years. 

 

It is still very common to see a ‘this has gone up, this has gone down’ type 

of answer when commenting on ratios. This is simply not interpretation.  

 

Let’s look at an actual verbatim answer (retyped for anonymity) from part 

(b) of December 2012 Question 3.  
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It is not necessary to read all of it to get the message – all the candidate 

has done is to take to the figures calculated in part (a) and say whether are 

higher or lower than the sector average. It doesn’t even say whether being 

higher or lower is better (except once), let alone give any plausible reason 

as to why the ratios may be different, which is really what interpretation is 

about. Unusually, for such a poor answer, the last point, although not 

worded very well, is a very good point that very few candidates noted. It 

shows an understanding that for a retail operation where inventory is 

converted directly to cash when it is sold; the calculation of current and 

quick ratios is not very meaningful. 

 

Interviewer:   An interesting illustration. And what about the two remaining questions? 

 

Examiner: These are broadly on the rest of syllabus. It is common to have a question 

on a principle or concept within the IASB’s Conceptual Framework. This is 

often in the form of a definition or explanation of a concept followed by one 

or two illustrative examples of the principles involved. 

 

It is too broad an area to go through individual past questions, but again 

candidates can look at my recent examiner’s reports to get a feel for the 

type of questions and the main problems that candidates encountered with 

them. 
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As previously mentioned these are the least well-answered questions, but 

have shown some improvement in recent diets. It should be said that 

written questions generally are less well-answered than computational ones 

and they have the highest incidence of non-response from candidates. 

  

Interviewer: Are you expecting any major changes in the near future? 

 

Examiner: No, not really. 

 

There are no impending changes to the syllabus although the examinable 

documents will be updated for any new or revised Standards that are within 

the F7 syllabus. I can also say that for the next three diets there will be no 

change to the format of the questions. Similarly, I will maintain the style of 

the questions, whereby I will test an understanding and application of 

principles such that simply rote learning material will not be sufficient to 

pass the exam. 

 

 ACCA’s exam year is changing to run from 1 September to 31 August.   

 

There is a proposal to change the structure of the exam from December 

2014. The proposal is to have three sections for the F7 exam. The first 

section would contain objective test questions to give wide syllabus 

coverage, then a section of short form questions and finally a section with 

long form questions. We are consulting on all proposed changes, after 
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which we will produce a specimen paper. This will be available on our 

website when we finish the consultations. Keep watching the website for 

more information. 

 

Interviewer: Thank you for all of that very useful information. 

 

Examiner: Thank you. 

 


