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Background 
The module ‘Interpreting Financial and Accounting Information’ was launched in UK last year, 
with the first examination to be held in November 2020 in Hong Kong. Because this module 
incorporates both financial accounting and business finance elements, which we have 
traditionally examined separately, we intended to keep the module under review in its first year. 

 

As such, we have consulted with our members, tuition partners and other stakeholders since 
the launch of the module and have decided to review the content at this time. 

 
What is changing and why? 
Our consultation confirmed that the topics covered in the syllabus are relevant and necessary 
for members of this profession and that the number of topics covered is also fair. However, we 
have also decided that some topics, as covered in the study text, do not need to be studied at 
the level of knowing how to complete calculations or prepare statements. 

 

For this reason, we have identified areas throughout the syllabus where the study text examples 
demonstrating numerical workings can be considered ‘core’. This means that you should study 
these core worked examples in the expectation that you may be required to complete similar 
calculations in the examination. 

 
For worked examples not considered core, you should still study them to support your 
understanding of the topic, but similar calculations will not be set in the examination. 

 
Guidance for November 2020 examination 
For this next examination, the recommended study text is still the first edition of ‘Interpreting 
Financial and Accounting Information’. We are issuing this guidance to let you know which core 
worked examples in this text you should focus on in your studies. 

 

The information in the table below indicates the worked examples which are considered core, 
meaning that you could be tested with a similar type of calculation in the examination. Please 
also read the notes alongside each item, because some of these include more information 
about how the topic area might be tested. 

 
If a worked example is not listed here as a core example, we will not be testing it by means of 
calculation elements of a question in the November 2020 examination. 

 

In addition: 
 

• When we set a calculation element in a question, it will always be as part of a question 
for between 5 and 10 marks. There will always be a narrative element together with any 
calculation. 

 

• With these changes, the formulae sheet at the back of the examination paper will not 
include Economic order quantity, Gordon’s growth approximation or the Fisher formula 
because the corresponding worked examples are no longer considered core. The 
formula sheet will still include CAPM, dividend growth model and WACC, and present 
value and annuity tables will still be provided. 

 
Further changes 
We intend to publish a new edition of this study text to prepare for the June 2021 examination. 
This edition will be revised to edit out some of the worked examples which are not considered 
core, and to make other changes. Some of the areas which are not considered core for the 
November 2020 examination could still be revised and included as worked examples in the 
second edition of the text. However, the number of worked examples will remain lower than in 
the first edition. 
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The list of core worked examples for the November 2020 examination is as follows: 
 
 
 

Section A: The need for regulating financial reporting (10% weighting) 

Topic area Text chapter Core worked 
examples 

Notes 

The regulatory 
framework and the 
role of International 
Financial Reporting 
Standards 

Chapter 1 No core worked 
examples 

 

The Conceptual 
Framework for 
financial reporting 

Chapter 2 No core worked 
examples 

 

 
 

Section B: Preparing and interpreting financial statements and reports (35% 
weighting) 

Topic area Text chapter Core worked examples Notes 

Preparation and 
presentation of single 
entity financial 
statements 

Chapter 3 3.1 Statement of 
financial position 

 

3.2 Income statement 

The worked examples 
here are demonstrations 
of how financial 
information is prepared 
and do not require you to 
work through any 
calculations. You will not 
be expected to prepare 
any financial statements. 

  
3.4 Statement of 
changes in equity 

  
3.5 Statement of cash 
flows 

Other contents and 
features of published 
accounts 

Chapter 4 No core worked 
examples 

 

Interpretation of 
accounting policies 
based on HKFRS 

Chapter 5 5.1 Statement of profit 
and loss: impact of an 
inventory valuation error 

 

  
5.5 Events after 
reporting period 
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Section B: Preparing and interpreting financial statements and reports (35% 
weighting) [continued] 

Topic area Text chapter Core worked examples Notes 

Financial reporting by 
groups of companies 

Chapter 6 6.2 Goodwill calculation The calculation of 
goodwill may be tested. 
You will not be expected 
to prepare any group 
financial statements. 

Analysis and 
evaluation of 
financial statements 

Chapter 7 7.1 Horizontal trend 
analysis 

This is the core chapter 
to prepare for the 
compulsory Section B 
question (ratios and 
analysis) and so all 
worked examples are 
considered core. 

  7.2 Horizontal trend 
analysis 

  
7.3 Vertical trend 
analysis 

  
7.4 Analysis of financial 
performance 

  
7.5 Profitability ratios 

 
 

Section C: Sources of finance, their associated risks and returns (20% weighting) 

Topic area Text chapter Core worked examples Notes 

Financial markets 
and the identification 
of financing needs 

Chapter 8 8.1 Cash budget 
statement 

If there is a question on a 
cash budget, the 
emphasis would be on 
interpreting the financial 
information which is 
provided rather than 
preparing it. 

Sources of long-term 
finance 

Chapter 9 9.1 Convertible loan 
stock 

 
9.2 Fixed Interest Bonds 

 

Sources of short- 
term finance 

Chapter 10 10.4 Inventory control  
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Section D: Capital structure, the cost of capital and working capital financial 
management (10% weighting) 

Topic area Text chapter Core worked examples Notes 

The cost of capital 
and capital structure 

Chapter 11 11.2 Cost of equity 
(based on CAPM) 

 

  
11.3 Dividend growth 
model 

  
11.4 Cost of debt 

  
11.5 Weighted average 
cost of capital (WACC) 

  
11.6 Financial gearing 

  
11.7 Operating gearing 

Working capital 
management 

Chapter 12 12.3 Asset turnover ratio  

  
12.4 Average inventory, 
debtors and creditors 

  
12.5 Liquidity and 
working capital ratios 

 
 

Section E: Financial decision making (25% weighting) 

Topic area Text chapter Core worked 
examples 

Notes 

Risk assessment in 
investment appraisal 
techniques 

Chapter 13 13.1 Sensitivity analysis 
 

13.2 Expected value 
 

13.3 Expected Net 
Present Value (ENPV) 

 

13.4 ENPV 

 

 

[continued] 
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Section E: Financial decision making (25% weighting) [continued] 

Topic area Text chapter Core worked examples Notes 

Company analysis 
and business 
valuation methods 

Chapter 14 14.1 Price/Earnings 
(P/E) ratio 

Some tuition partners 
teach the Chapter 15 
content before 
introducing Chapter 14 
content, as it is useful to 
cover NPV first. This will 
probably be rearranged 
in the next edition of the 
study text, and you may 
consider studying 
Chapter 15 before 
working through this 
one. 

  14.2 Investment ratios 

  
14.3 P/E and earnings 
per share (EPS) ratios 

  
14.7 Capital Asset 
Pricing Model (CAPM) 

  
14.8 Free cash flow 

Project appraisal 
techniques 

Chapter 15 15.1 Payback period Examples 15.8 and 15.9 
are illustrative and 
should help 
understanding of areas 
in the examination 
paper, but there would 
not be specific questions 
in the style of these two 
worked examples. 

  15.2 Accounting rate of 
return (ARR) 

  
15.3 ARR 

  
15.4 Future value 

  
15.5 Present value (PV) 

  
15.6 PV 

  
15.7 Net present value 
(NPV) 

  
15.8 PV 

  
15.9 PV 

  
15.11 Internal rate of 
return (IRR) 

  
15.12 Discounted 
payback period 

  
15.14 Profitability index 

 


