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QUESTION THREE 

(a) Complete the table of analysis measures below using Resources A, C, and D. (Round your
answer for fhe liquid ratio to two decimal places and return on equity to one decimal place.)

Analysis Measures for Papermill 

2015 _3!L1&7'\ 
Liquid ratio 3.11 :1 ( 1.�lfl __ :1
Return on equity 14.8% 1'1,0\ ·--- ,------

(b) Justify how Papermill's ability to pay immediate debts has been affected by preparation
for the launch of the online store. In your answer, use information from the table above and
Resource D to explain:
• what the t'l'end in the liquid ratio means
• how the preparation for the launch of the online store has caused the trend
• why Anne should not be concerned by the trend.

1.bt -- UYl rll V.b wa,L, U ___ j�JIL __ ;,;") . -e.q wi� .. -ce,,,,b 'o ··- °d- 2

. .. 'ktl\:,J--- -· ·w::)/\V:Y-10�/ (y(rJ-,,e ____ bvJ ··-·-'3 · \ l ·- lr*Y1.1 ___ _

______ Qo I 5 ______ .,/<> __ e.- Vl __ .. '}O _(&, ____ .f!w ____ 19ct.,pe.rfY'\.l·flt;, _
MLG\Y'.1-- rhC\r' __ f0 __ .�Wf'J--· S /-�---- �-- 64-uLtl. 

I I: • :, 
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___ WSLb __ M ___ '),,c \ 1 _ \Y\.PL. t I 8)--- u·cµ.A(c)I ___ cw.U..J,3 ___ _

__ U7 ___ 2...oL"'. · __ :fl"-LL ___ m,�v:at,. <..t __ . ·--� _J},I _ . __ ... _

. p<.ipi\!ty:u\f:L_./huv:1 __ 1'.0'j_. 1l\.11M _f!,izt' k,.e.__ e,J,., _/.d, , 

-- .fo --f � .... '-¥Yi.Md.fa (-1' ·- _ciAo]j___jk.o.t._ .. /:t.v.e --·------

___ ctV _ ___ 1.c-'Lh,-vi\__ .M-------N.Jc/� ·-·-.ft __ (,_ ___ �--"-·--
·7t. iJ ·u -'"' � - · 

____ i:_v, _____ wL_�v.Jle-1lAJi ___ :]" __ b.:_olUo� ��&- J!Pppu""

.. �(}Yv(r/\;j_ _____ .. ___ {N' -��--���-------- ere O<'r 
--!JiYi!L ... -ttmJJ ____ 11]11 .. -��--10Qx1.._ .. _{)rt . ___ 1ftc _______ .
prlp()\L(Ah'i=r -·--8----1¥ __ lD.M'Lch.----1 -- .. N .<Y1LL .. ., _______

__ ..J:k»-c. ____ J, _______ Ql..ph · 1 _____ 1-.CJa . __ .. lGI.M -UA ____ . 00 _______ _ 
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(c) Justify the likely impact the opening.of the online store option will have on the return o_n
� for Anne in t}1e year ended 31 March 2017. In your answer, use information from the

<"table on page 6 and Resource D to explain: 
• the meaning of a 14.8% return on equity
• how the online store option could improve the return on equity for the year

ended 31 March 2017.

___ J}.e_ _____ ----4'\-'?-cndj ----13------- I '1�R __ 1-___ )1_ .ul'\J-.11 ___ ... � __ 0v:i _________ 
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----- <fl - --· -5 O.Lli>-- --·--VV':t-l ... __ _up.ti ----- •fo ____ 91--\ _____ ---------------------------

-- LA uLO-r<.-------CP----------(2r!J-JL ____ 1 ____ µ ___ , ____ 31 LUA( _____ �
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·------·--� ----�----------°"1 ----- ... -f°'dO'A ___ .. __ _r)x),-4._. .. ---'� --·---
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Merit exemplar 2016   

Subject: Accounting 2016 Standard: 91177 Total score: 17 

Q Grade 
score Annotation 

1 E7 

The candidate has justified the response by Papermill to the increased costs 
from its supplier (has not increased the selling price to compensate for an 
increase in the cost of goods) with references to competitors, and has 
supported their answer with figures. The answer could have been improved by 
including industry percentages.  

Has calculated analysis measures correctly and described the meaning of the 
net profit percentage correctly, but has not described distribution cost 
percentage, and there are detracting errors between net profit and net profit 
percentage. 

2 M5 

The candidate has correctly calculated analysis measures and what an age of 
accounts receivable of 33 days means. For a higher grade, a reason is 
needed for how the offering of the 2% discount influences accounts 
receivable, beyond encouraging customers to pay within a month, which 
reduces age of accounts. This is at the achieved level only. 
 
The reason for the decrease in inventory turnover to 4.1 times has been 
described in relation to the launch of the online store, and that inventory 
turnover will increase again as there will be an increase in sales. Candidate 
has incorporated figures into answers (increase in inventory from $50 000 to 
$85 000). For a higher grade the reason why sales will increase was needed.   

3 M5 

Has explained the liquid ratio trend, and that inventory has increased, causing 
a decrease in liquid assets as inventory is not a liquid asset, and cash is tied 
up in inventory. For a higher grade, discussion that cash (liquid asset – with 
figures) was used to purchased Inventory (non-liquid asset) and why Anne 
should not be concerned about the trend was explained, but in the context of 
the bank being a current asset rather than a liquid asset when discussing the 
future impact on the liquid ratio. 

The return-on-equity ratio answer clearly explains the meaning and how the 
online store will increase sales and therefore profit, and increased equity 
depending on drawings. For a higher grade this last part needed further 
justification in respect to drawings, for example, remaining similar, and / or a 
reason as to why sales will increase.  

 

  




