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A note about copyright

Dear Customer
What does the little © mean and why does it matter?

Your market-leading BPP books, course materials and e-learning materials do not write and update
themselves. People write them:ﬂon‘th,eir own behalf or as employees of an organisation that invests in this
activity. Copyright law protects their livelihoods. It does so by creating rights over the use of the content.

Breach of copyright is‘a form:of theft —as well as being a criminal offence in some jurisdictions, it is
potentially a serious breach of professional ethics.

With current technology, things might seem a bit hazy but, basically, without the express permission of
BPP Learmng Media:
o Phowcopymg our materials is a breach of copyright ‘
Scannlng ripcasting or conversion of our digital materials into different fnle formats uploading them
ta facebook or emailing them to your friends is a breach of copyright

You can, of course, sell your books, in the form in which you have bought them once you have finished
with them. (Is this fair to your fellow students? We update for.a.reason. ) But the e-products are sold on a
single user licence basis: we do not supply ‘unlock’ codes to:people who have bought them second-hand.

And what about outside the UK? BPP Learning Media strives.to make our materials available at prices
students can afford by local printing arrangements; pricing policies and partnerships which are clearly
listed on our website. A tiny minority ignore this and indulge in criminal activity by illegally photocopying
our material or supporting organisations that do. If they act illegally and unethically in one area, can you
really trust them?

LEARNING MEDIA
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How the BPP ACCA-approved Study Text can help you
pass — AND help you with your Practical Experience
Requirement!

Before you can qualify as an ACCA member, you do not only have to pass all your exams but also fulfil a
three year practical experience requirement (PER). To help you to recognise areas of the syllabus that
you might be able to apply.in the workplace to achieve different performance objectives, we have
introduced the ‘PER alert' feature. You will find this feature throughout the Study Text to remind you that
what you are learning to pass your ACCA exams is equally useful to the fulfilment of the PER
requirement.

Our Texts are completely focused on helping you pass your exam.

Our advice on Studying F3 outlines the content‘af‘the:paper, the necessary skills the examiner expects
you to demonstrate and any brought forward knowledge you are expected to have.

Exam focus points are included within the‘cljé‘pters to provide information about skills that you will need
in the exam and reminders of important points within the specific subject areas.

You can find the syllabss Study Guide and other useful resources for F3 on the ACCA web S|te'

www.accaglobal.com/students/study_exams/qualifications/acca_choose/acca/fundamentals.

The Study Text covers all aspects of the syllabus to ensure you are as fully prepared'J Qr the'exam as
possible. 4

Testing yourself helps you develop the skills you need to pass:the-e;

m and also confirms that you can
recall what you have learnt. s

We include Exam-style Questions — lots of them - both w thin'e hapters and in the Exam Question Bank,
as well as Quick Quizzes at the end of each chapter totest yfaar knowledge of the chapter content.

Introduction n



Chapter features

Each chapter contains a number of helpful features to guide you through each topic.

Topic list

Syllshsreference

Introduction
Study Guide
Exam Guide

[ rsrromwiso ) J
Examples

Key terms
Exam focus points

Formula to learn

-
PER alert

Chapter Roundup

Exam Question Bank

n Introduction

el you what you will be studying in his chapter and the

relevant section numbers, together with the ACCA
syllabus references.

Puts the chapter content in the context of the syllabus as
a whole.

Links the chapter content with ACCA guidance.

Highlights how examinable the chapter content is likely to
be and the ways in which it could be-examined.

Summarises the content of mairt chapter headings,
allowing you to preview and review each section easily.

Demonstrate how to apply key knowledge and
techniques.

Definitions of important concepts that can often earn you
easy marks'in exams.

Provide“infdrrﬁétion about skills you will need in the exam
and reminders of important points within the specific

“subject area.

Formulae that are not given in the exam but which have to

“be learnt

This is a new feature that gives you a useful indication of
syllabus areas that closely relate to performance
objectives in your PER.

Give you essential practice of techniques covered in the
chapter. -

Provide real world examples of theeries’ ain‘,‘dﬁtechniques.

A full list of the Fast Ferwards mciuded in the chapter,
providing an easy source ef Feview.

A quick tesi of eur‘ knawledge of the main topics in the
chapter h

ind §ffhe back of the Study Text with more

.. comptehensive chapter questions.
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Studying F3

As the name suggests, this paper examines basic fmanﬁlal accounting topics and is fundamental for all
financial accountants. .

The examiner for this paper is Nicola Venlresé;?Shefis a ri’tember of the ICAEW and an experienced
accounting and financial reporting author artg tutor.”

1 What F3 is ahout

Paper F3 aims to develop your knowledge and understanding of the underlying principles, concepts and
regulations relating to financial accounting. You will need to demonstrate technical proficiency in the use
of double entry techniques, including the preparation of basic financial statements for sole traders,
partnerships and: hmrted liability companies. The skills you learn at F3 will be built upon in papers F7 and
P2.

2 What skills are required?

,expected to demonstrate Level 1 skills throughout the syllabus. This meanethat you need to show
knowledge and comprehension'. It is not sufficient to merely know the &ublect you need to understand it
and'show that you understand. Therefore you will need to not only know an. accountmg standard but also
show how to use it in practice.

Double entry bookkeeping is a basic skill that you will need throughout all the financial accounting papers.
Therefore it is essential that you master it at this stage or you will find the higher papers very difficult to
understand.

For paper F3, you also need to be able to prepare. basic fmancnal statements. Once again, your basic
knowledge from paper F3 will be built upon in papers F7 and P2. Therefore you must understand the
basics of preparing financial statements now.

3 How to improve yﬂur chances of passing

Examiners have repeatedly emphasised that students must know the whole syllabus. This is particularly
important for paper F3, as:all fifty-questions are compulsory and the examiner aims to cover most of the
syllabus. If you miss out a Syllabus area, you will severely limit your chances of passing the exam

Above all you must practtse questions. The text gives you some exam style questions but you, really need a
large question.bank to-practise on as given in BPP's Practice and Revision Kit. Do keep to the tlmtng
specified.:The exam-is 2 hours for 90 marks, which means 1.3 minutes per mark or wst over-2.5 minutes
for a 2 mark’ questlon In the exam question bank we suggest that you allow 1 mmute for a1 mark
questmn and 2 minutes for a 2 mark question. = )

Introduction “



m Introduction

The exam paper

The exam is a two-hour paper.

There will be fifty questions and they are all compulsory. The format of the paper based Pilot Paper is 50
MCQs, 40 being 2 mark questions and 10 being 1 mark questions. The examiner has confirmed that this
will be the format for future exams.

All exams are marked by computer and so no marks will be given for workings.

Analysis of pilot paper

Number of marks
40 2 mark compulsory MCQs 80
10 1 mark compulsory MCQs 10
90

Computer based exam

You can also sit the exam as a computer based assessment. Feedback from students implies that the 40 2
mark questions are divided approximately 50:50 between MCQs and data entry style questions. Data entry
style questions may require you to enter the answer to a calculation or words to complete a sentence and
are very similar to the non-MCQ style questions found in the Quick Quizzes.

Technical articles

There have been a number of technical articles on exams in recent editions of Student Accountant.

Fundamental Knowledge, 7 February 2008 (why all the questions in Fundamentals level exams are
compulsory)

Be Prepared — multiple choice questions, 7 July 2008 (practical guidance on how to maximise marks in
MCQs)

Computer-based exams put to the test, 19 August 2008.
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Introductlon to

Jplslmt Syllabus reference

1 The purpose of financial reporting Al(ay ‘

2 Types of business entity A1(b) ~(d) %,

3 Nature, principles and scope of financial reporting 7 fA1(g)=

4 Users' and stakeholders' needs 0 A2a)

5 The main elements of financial reports A3(a) - (b)
Introduction

We will begin by looking at the aim ef Paper F3, as laid out in ACCA's syllabus
and Study Guide and discussed already in the introductory pages to this text (if
you haven't read through the introductory pages, do so now — the information
in there is extremely meortaﬁt)

'Aim of Paper F3

To develop knowledge and understanding of the underlying principles
and concepts relating to financial accounting and technical proficiency
in the use of double-entry accounting techniques including the
preparation of basic financial statements.'

Before you learn how to prepare financial reports, it is important to understands
why they are prepared. Sections 1 — 3 of this chapter introduce some basic:
ideas about financial reports and give an indication of their purpose. You
also be introduced to the functions which accountants carry out: fin:
accounting and management accounting. These functions will be Qevefbpeﬁ in
detail in your later studies for the ACCA qualification.

Section 4 identifies the main users of financial statements-an

Finally, in Section 5, we will look at the main financial \fdhmnnts the
statement of financial position and the income statement; as well as the main
elements of assets, liabilities, equity, revenue and expense.




Study guide

The reasons for and objectives of financial reporting

(a) Define financial reporting — recording, analysing and summarising financial 1
data. ‘

(b) Identify and define types of busi:néss entity — sole trader, partnership, 1
limited liability company.

(c) Recognise the legal differenéés between a sole trader, partnership and a 1
limited liability company.

(d) Identify the advantages and disadvantages of operating as a limited liability 1
company, sole trader or partnership.

(e) Understand the:nature, principles and scope of financial reporting. 1

A2 Users' and stakeholders' needs ;

(a) idghﬂfy'the users of financial statements and state and differentiate between:. 1

| theirinformation needs. ”

A3 ﬂ The main elements of financial reports

(é}' | Understand and identify the purpose of each of the main financial, Fa 1
statements.

(b) | Define and identify assets, liabilities, equity, revenue and expense. 1

Exam guide

The exam consists of 10 1 mark and 40 2 mark MCQs: Any of the topics in this chapter could form the
basis of a 1 or 2 mark question.

Remember that all fifty questions are compulsory and will cover most of the syllabus. Therefore, do not
neglect these introductory topics. Just because the exam is composed of MCQs, do not assume that it is
easy (it's not). Also the format means that no method marks are available

Exam focus e

point At the 2009 ACCA Teachers' Conference, the examiner reminded students that they need to study the full

breadth of the syllabus.*

i

1 The ‘purp‘nSe of financial reporting

1.1 What is financial reporting?

FAST FORWARD )

Financial data is the name given to the actual transactions carned out by a busmess eg sales of goods,
purchases of goods, payment of expenses.

These transactions are recorded in books of prime entry (Whlchwe WI|| study in detail in Chapter 4).

The transactions are analysed in the books of prlme entry and the totals are posted to the ledger accounts
(see Chapter 5).

Finally, the transactions are summarised.in the finéncial statements, which we will meet in section 5 of
this chapter (and will study in detail in Chg;fterﬁ)‘f

- 1: Introduction to accounting | Part A The context and purpose of financial reporting w,/
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