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Refer to Resources A,. B, C, and Din Resource Booklet 91177R when answering the questions.

QUESTION ONE

Papermill is owned by Anne. The business is a stationery shop that sells books,
magazines, toys, and office supplies.
(a)

Complete the table of analysis measures below using Resource A and Resource B. (Round
your answer to one decimal place, where necessary; and ignore GST.)
Analysis Measures for Papermill

2015

�

2016

Percentage change in sales

2%

Mark-up percentage

95%
95%

Mark-up percentage - industry average

Lx" q __%

.

so__%
95%

Like other businesses in the industry, Papermill has faced increased costs from its
suppliers for the year ended 31 March 2016.
(b)

Justify how Papermi/1 successfully responded to the challenge of increased costs from its
suppliers in the year ended 31 March 2016. In your answer, use information from the table
above and Respurce B to explain:
•
what Papermil/'smark-up percentage in 2016 means
•
how the trend in Paperml1/'s mark-up percentage shows the business's response to
the increased costs from suppliers
•
how and why the response from Papermill in 2016 was successful.
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QUESTION TWO 1
(a)

Complete the table of analysis measures below using Resources A, B, C, and D. (Round
your answer for age of accounts receivable up to the next day and inventory turnover one
decimal place.).

to

Analysis Measures for Papermill
2015

Age of accounts receivable

33 days

.

__ 3·�--- . .. . days

·-·

4 · L .. times per year

5. 1 times per year

Inventory turnover
�·
-·
(b}

2016

·-·--·

Justify the irnpol'tance of good management of Papermil/'s age of accounts receivable. In
your answer, use information from the table above and Resources B, C, and D to explain:
•
what an age of accounts receivable of 33 days means
how an age of 33 days affects Papermill's ability to pay suppliers
•
how offering a discount of 2% to credit customers influences Papermil/'s age of
accounts receivable.
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Annotation
The reason for the business response to the increased costs from suppliers is
well justified with an explanation, supported by figures, that Papermill has left
selling prices unchanged (or increased them by a lesser amount than the
increase from the supplier), and that it is less than competitors’ selling prices
as they must have increased their selling prices as the mark-up percentage
was the same.
The coverage for the impact of distribution costs on the trend in the net profit
percentage has been well explained using figures, but the answer needed to
relate back to the question, clearly indicating that the distribution costs have
reduced the impact on the fall in the net profit percentage from 13.4% to 13%,
rather than just the net profit dollar amount.
The candidate has correctly calculated analysis measures and what an age of
accounts receivable of 33 days means. They have explained that offering a
discount of 2% to credit customers influences the age of accounts receivable
as it will decrease the age. This is at the achieved level only.

2

E7

The reason for the decrease in inventory turnover has been described in
relation to the need to stock up on inventory (increase in inventory from
$50 000 to $85 000) prior to the launch of the online store, hence the drop in
inventory turnover from 5.1 to 4.1 times a year, and that sales are likely to
increase again when the online store launches in April 2016 due to entry to a
new market, meaning more inventory is being sold / turned over. The
candidate has included relevant information and figures in their answer.
A good understanding of liquidity is shown in the answer by explaining that
cash has been used to purchase inventory for the preparation of the online
store, and that cash is a liquid asset, whereas inventory is not. Answer is at
achieved level as candidate needed to explain the trend (ability to pay) and
include figures for a higher grade.

3

E7

Improvement on the return on equity for the year showed that the online store
will generate more sales, due to more people being able to access goods,
leading to higher net profit which will result in improved return on equity with
justification: as long as net profit increases at a greater rate than any possible
increase in average equity, return on equity will increase, as well as explaining
that expenses should not rise by much.

