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Refer to ALL the resources in Resource Booklet 91177R to answer the questions in this examination.
You can refer to Strut Your Stuff as SYS in your answers.

QUESTION ONE

The information in the tables below and at the top of page 3 was extracted from Strut Your Stuff's
financial statements relating to the financial years ended 31 March.

Analysis measure 2023 2024
Percentage change in sales +6.1% +5.2%
Total expense % 43.2% 48.9%
Profit for the year % 5.6% -1.5%

Sam is concerned that Strut Your Stuff has a $3562 loss for the year in 2024 despite the increase in

sales and gross profit.

(a) Justify how the increase in expenses has contributed to the trend in Strut Your Stuff's profit %
from 2023 to 2024. In your answer explain:

the meaning of the total expense percentage of 48.9% in 2024

. one possible reason for the trend in total expense percentage from 2023 to 2024, other
than the increase in finance costs

. the link between the trends in total expense percentage and the profit for the year
percentage from 2023 and 2024.
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Analysis measure 2023 2024
Finance cost % 0.9% 1.8%
Equity ratio 0.49:1 0.39:1

(b) Discuss the relationship between Strut Your Stuff's equity ratio and finance cost percentage.
In your answer:

state and explain the reason for the trend in finance cost percentage increasing from 0.9%
in 2023 to 1.8% in 2024

explain how this reason has contributed to the trend in equity ratio
include dollar amounts.
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QUESTION TWO

The following information was extracted from Strut Your Stuff's financial statements relating to the
financial years ended 31 March, and the relevant industry averages for 2024.

Analysis measure 2023 2024 Industry average 2024
Mark-up % 95.0% 90.0% 100.0%

Gross profit % 48.7% 47.4% 50.0%
Inventory turnover 3.4 times 3.8 times 3.0 times

Sam deliberately marks up the inventory by 110%, and Strut Your Stuff hardly ever has discount sales
due to the popularity of the inventory.

(a) Why are the reported mark-up results for 2023 and 2024 lower than the mark-up Sam applies?
In your answer explain:
. what ‘Sam deliberately marks up the inventory by 110%' means; use a pair of shoes with a
cost price of $100 as an example
. how the increase in damaged and missing inventory has contributed to the markup % in
2024 being 90% compared to the intended 110%.
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Sam is pleased to see Strut Your Stuff's inventory turnover is higher than the industry average.

(b) Explain how the increase in damaged and missing inventory has led to a false sense of security
(thinking things are better than they are) for Sam when looking at inventory turnover.
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Discuss one potential positive and one potential negative consequence for Strut Your Stuff
applying the mark-up percentage of 110%, which is above the industry average in 2024. Include
the impact on sales and profit in your answer.
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QUESTION THREE

The following information was extracted from Strut Your Stuff's financial statements relating to the
financial years ended 31 March, and the relevant industry averages for 2024.

Analysis measure 2023 2024 Industry average 2024
Current ratio 3.01:1 3.87:1 2.58:1
Liquid ratio 0.01:1 0.67:1 0.48:1

(a) Discuss Strut Your Stuifs liquid ratio results. In your answer explain:
what the result of 0.67:1 for 2024 means
the reason for the trend between 2023 and 2024
one potential negative consequence of your reason for this trend.
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(b) Explain one reason for the difference in Strut Your Stuff's current and liquid ratio results in 2024.
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Sam'’s accountant has indicated that Strut Your Stuffs financial situation should improve in the year
ended 31 March 2025.

(c) Justify, with two reasons, how and why Strut Your Stuffs financial situation should improve next
year. In your answer.

explain one way profitability should improve
explain one way liquidity or financial stability should improve
use the resource material
. include dollar figures and/or analysis measure results where relevant.
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Grade
score

Marker commentary

One

E7

The candidate justified the increase in the insurance cost and the
impact on the expense percentage. They used the resource
effectively and included the increase in the loan, its impact on the
finance expense, and the flow on effect of decreasing equity.

Two

E7

The candidate demonstrated a comprehensive understanding of
the application of a mark-up percentage, and the accounting
impact of the stolen/damaged inventory on the actual mark-up
percentage and the sales/revenue for the business.

To achieve an ES8, the candidate needed to relate the
consequences of applying a higher mark-up to sales and profit.

Three

E7

The impact of the security system was discussed in relation to
changes to expenses, revenue, and profit. The increase in profit
was related to further improvements in Strut your Stuff’s financial
position, including paying off debts to increase equity.

To achieve an E8, the candidate needed to identify the effect the
loan had on the liquid ratio and the negative consequences that
may arise from this.






