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(b)

Discuss the relationship between Strut Your Stuff's equity ratio and finance cost percentage.

Analysis measure 2023 2024
Finance cost % 0.9% 1.8%
Equity ratio 0.49:1 0.39:1

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 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 3.97:1 2.58:1
Liquid ratio 0.01:1 0.67:1 0.48:1

(a) Discuss Strut Your Stuffs 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.

(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 Stuff's financial situation should improve in the year
ended 31 March 2025.

() Justify, with two reasons, how and why Strut Your Stuff's 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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Subject: Accounting
Standard: 91177
Total score: 1/
Q GLLL Marker commentary
score
The candidate identified:
One M6 e insurance as an expense that contributed to the trend in total
expense percentage
e the loan, and the increase in finance cost percentage.
The candidate defined mark-up and correctly calculated it for the
given example.
Two M6 The candidate explained why the inventory turnover measure
needs to be treated with caution.
One positive consequence of higher mark-up was provided, and
this was linked to profit and sales.
The candidate defined liquid ratio and identified the change in the
bank as the reason for the improvement in the liquid ratio.
Three M5 The candidate explained how profitability will improve as a result
of the purchase of the security system and the increase in the
profits resulting from the retention of the inventory.






