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Refer to Resources A} B, C, and D in 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
o 2015 2016
Percentage change in sales . . 2% | LA %
Mark-up percentage 95% i qo__
Mark-up percentage — industry average " 95% 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 Papermill 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 Resource B to explain:

° what Papermlll‘s rhark-up percentage in 2016 means

° how the trend in Pape/m/ll’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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(i)  Describe what the trend in the net profit/profit for year percentage means.
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(i)  Explain, with an.example, what impact distribution costs have had on the trend in the
net profit/ profit for year percentage.

'ﬁtQ, M(,r\e,_me, e G’ .?'I’r‘“i”u" O C/‘C’)BL‘Z i zb@sﬁ {“ Ona

Blio ow to 113 000 Gor Boperpll hey coused o
/ - pe,rc;@m% y= C

LA ) & N = 1 ‘ Ox
,ﬂz,?/‘{’ 40!“0{: '{ gvc:zr'“ _EXam P'/ }@ia,c,f’ ASe p&[‘)u”fv\t H B

(,jg/o\f,!,g,ot ‘!Q QOA’éfJfb{?, [<%% ’//2, - adito fa%é/&" ///‘(3;/\

_in ‘@‘_Z-;.,W MUOS  cenpop A, /Ae/ w*i of ig[”‘“f" Cfr//éaefé'%‘/_j’

C‘?.-n/ﬁ-lj

f-—&""*':"":"; ‘/D /5’-25«@&&4(1 o

,J\J}._C{E@’AS%':"} b T Y m___/\ffma%__ _"{Z"&i_ . G'/ fl’wuﬁé’fmm%mf

ot __saler __cou M N !Dt:gf_(;;ﬁﬂsz ____ne;L___ ﬁ/_’j@(}‘i Btel mz,i Qﬁg{fﬂé

pwc&4{ﬂ=%£ Oi'fbpgu _GN G /‘-y[“@" 0"‘?0[/1"?”}; (7( SC’

were_ equpee] 10 poy bor dr/wer&%c@.,f/@a%z,,,fziz,,,, 5 pess: lle
Ho Mercese Oféj Viﬂ{!n\ma . Con -itﬁaa&ia/ 40%&}\%&9«%

Mg CVLQ,\ GO ™ (:.IDU i (’) “ H” Z”HEL rC)J‘Yf the "'“"v:f,e [ (3(1.',: fj}, (_*L{LC} A R T

A ting 91177, 2016 ;
'”\(’«rt 5v\{‘,r{3,awj 4( Cciu;ﬁ&m\ \JC-‘.MQ C}( "‘UI F’“GJ b\j ﬁfOGQ

ASSESSOR'S
USE ONLY

£}




QUESTION TWO

(8) 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 fo one

decimal place.) .
Analysis Measures for Papermil]
2015 2016
Age of accounts receivable GRT s e, o 93 days DR days
inveritory turnover 5.1 times per year U { _times per year

(by Justify the impottanice of good management of Papermill's ase 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 Papermill's age of
accounts receivable.
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Anne launched an online store for Papermill in April 2016.

(c)

Justify the impact the preparation for the launch of the online store had on Papermill's
inventory management for the year ended 31 March 2016. In your answer, use information
from the table on page 4 and Resource D to explain:

what the 20156 inventory turnover means
how and why the preparation for the online store launch has affected the trend in
inventory turnover

. the likely consequence of the decision to launch the online store on inventory turnover
for the year ended 31 March 2017,
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QUESTION THREE

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

Analysis Measures for Papermill
2015 2016

Return on equity s Jhe 2 %

(b) Justify how Papermill's ability to pay immediate debts has been affected by preparation
for the launch of thg online store. In your answer, use information from the table above and
Resource D to explain:

° what the trend in the liquid ratio means .
o how the preparation for the launch of the online store has caused the trend
° why Anne should not be concerned by the trend.
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(c) Justify the likely impact the openingj of the online store option will have on the return on
equity for Anne in the 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,
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Excellence exemplar 2016

Subject: | Accounting 2016 Standard: | 91177 Total score: | 21

Grade

Q score

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.

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.

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.






