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Merit exemplar for 91177  2015 Total score 16 

Q Grade 
score Annotation 

1 M6 

Correctly explains that a high inventory turnover is needed with a low markup 
percentage to generate sufficient gross profit and uses the 45.2 as an example 
of the inventory turover increasing from 2014 – 2015. The student then goes 
on to link this to improved profitability for Perfect Pies. The only reason for not 
awarding higher grades is the lack of reference to the dollar values for Gross 
Profit and/or Net Profit. 

2 M5 

In part (i), a general explanation for the increased equity ratio is given – 
“contributing more assets”. No specific reference is made to the type of assets 
eg more attractive dining furniture. In part (ii), a general comments if given on 
the trend in administrative expenses. In part (iii), a detailed and specific 
explanation is given for the increased rate of return but no reference to specific 
dollar amounts is given, precluding a higher grade. 

3 M5 

The procedures that Perfect Pies used are only generally referred to, but the 
explanation of current ratio and its effect on cash flow are well explained. This 
is complemented by a detailed explanation of the effect of the decreased age 
of accounts receivable on the liquidity situation of Perfect Pies and how it has 
improved because the cash from credit sales is being collected more quickly. 

  

  


