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You are advised to spend one hour answering the questions in this booklet.

Refer to Resource Booklet 91177R to complete all the questions in this booklet.

QUESTION ONE

custom-made furniture.

Carl owns Carl’s Furniture, which is a retail business specialising in selling high-quality,

(@) Referto Resources One and Two to complete the table of analysis measures below for
Carl’s Furniture. Round your answer to one decimal place if necessary.

Analysis Measure 2012 2013

Percentage change in sales 5% 54.7%
Gross profit percentage 37.9% %
Distribution cost percentage 15.2% %
Finance cost percentage 0.8% 2.8%
Net profit percentage 5.7% 3.3%

Working space

(b) (i) Describe the meaning of the finance cost percentage in 2013.
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(ii)

(iif)
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Explain what has caused the trend in the finance cost percentage. Make specific
reference to information from Resources Two, Three, and Four in your answer.

Explain why Carl may not be concerned about the trend in the finance cost percentage.

Accounting 91177, 2013

Question One (c) is on page 4 »

ASSESSOR’S
USE ONLY



4

Refer to Resources Two and Four to answer part (c). ASSESSOR'S

USE ONLY

Despite sales in Carl’s Furniture increasing by 54.7%, the net profit percentage fell in
2013.

(c) Make a justified recommendation to Carl on how he could improve the distribution cost
percentage in order to improve the net profit percentage in 2014.

Include in your answer:

. an explanation of a reason for the trend in the distribution cost percentage
. a recommendation on how to improve the distribution cost percentage in 2014
. an explanation of how the recommendation will improve the net profit percentage

without reducing sales.
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QUESTION TWO

Refer to Resources Two, Three, and Four to answer part (a).

(@)

The table below provides equity ratio information for Carl’s Furniture.

Analysis Measure 2012 2013

Equity ratio 0.56 : 1 0.38: 1

Justify why the trend above in Carl’s Furniture’s equity ratio is likely to impact on any further
expansion in 2014.

Include in your answer:
. the meaning of the equity ratio in 2013
. an explanation of what has caused the trend in the equity ratio

. an explanation of why any further expansion of Carl’s Furniture in 2014 would need to
be financed by Carl.
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(b) Refer to Resources One, Two, and Three to complete the table below for Carl’s Furniture.

Analysis Measure 2012

2013

Rate of return on total assets 14.2%

%

Working space

Refer to Resources Two, Three, and Four to answer part (c).

(c) (i) Describe the meaning of a rate of return on total assets of 14.2%.

(i)  Justify to Carl why he should NOT be disappointed with the trend on the rate of return

on total assets percentage.

Include in your answer:

. an explanation of how the diary information from 27 April and 7 June contributed

to the trend in the rate of return on total assets percentage

. how the diary information on 27 April and 7 June could also indicate that the rate
of return on total assets percentage will possibly improve in 2014.
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QUESTION THREE

Credit sales in 2013 were 80% of total sales.

(a) Refer to Resources One, Two, and Three, and the credit sales information above, to

complete the table below for Carl’s Furniture.

Analysis Measure

2012

2013

Age of accounts receivable

20 days

days

Working space

Refer to Resources One, Three, and Four to answer parts (b) and (c).

the impact this is having on cash flow.

Carl is concerned about the trend in Carl’s Furniture’s age of accounts receivable, and

(b) (i) Explain the meaning of Carl’s Furniture’s age of accounts receivable figure of 20 days

for 2012.
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(i)  Explain ONE possible reason for the trend in Carl’s Furniture’s age of accounts ASSESSOR'S
receivable. Make specific reference to information from Resource Four in your answer.

(i)  Explain how the trend in Carl’s Furniture’s age of accounts receivable has contributed
to the business having a bank overdraft in 2013.

Question Three (c) is on page 10 »
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(c) (i) Describe a recommendation Carl could make to Bill that would improve Carl’s ASSESSOR'S
Furniture’s age of accounts receivable.

(i)  Justify how the recommendation will improve the age of accounts receivable, and
Carl’s Furniture’s cash flow.
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