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Resource Hub 

• Subscribe for future updates. 
• Contact details for any queries or feedback. 
• Relevant WACE subject information. 
• University scholarship information. 
• Other useful information.  

 
Key Features of the Essential Insight Exam Guides 

• Contains the past five years of WACE exam questions from 2023 to 2019, categorised based on the most up to 
date SCSA syllabus reviews.  

• Significantly reduced overall cost compared to alternative book options. 
• Future editions will be released with the most up to date WACE exams. 
• Students can review chapters, specific questions or solutions at any given time throughout the course.  
• Students can refer to relevant chapters to complete during class or for private study to prepare for topic tests or 

exams. 
• Teachers can use these eBooks as a great reference point for lesson planning, developing internal assessments 

or when preparing class activities to ensure alignment with exam level questions. 
• Mark allocation included to guide student time management. 
• Fully worked answers from the WACE marking guide are included for feedback. 
• Increase student confidence and enable high achievement. 

 
How to Use Essential Insight Exam Guides 

Purchase of these eBook PDFs allows your students access to previous WACE exam questions, arranged by syllabus 
topics and answers from the marking guide. Revision for WACE assessments or exams becomes much more 
straightforward. Students can review chapters, specific questions or solutions at any given time throughout the course. 
Students can be referred to relevant chapters to complete during class or privately to prepare for topic tests or exams. 
These textbooks also act as a great reference for teachers regarding lesson planning, developing internal assessments 
or when preparing class activities to ensure alignment with exam level questions.  
 
Books available in this series 

Mathematics Science Humanities and Social Sciences 

• Mathematics Applications 

• Mathematics Methods 

• Mathematics Specialist 

• Biology 

• Chemistry 

• Human Biology 

• Physics 

• Psychology 

• Accounting and Finance 

• Economics 

• Geography 
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Notes 

• Refer to the Essential Insight Accounting and Finance Practical and Course Guide to support completion 
of the questions in this Exam Guide. 

• Many Section 2 and Section 3 questions often feature questions from multiple topics across chapters 
which can be completed independently of the other parts of the question. Some of these multi part 
questions have been split across chapters to allow students to complete all relevant exam questions for 
a chapter cohesively. To provide context to the original question, the case study from the Section 3 
questions have been included in each chapter where any of the separated multi part questions appear. 

• Some question material has not been released by SCSA due to copyright restrictions and are not able to 
be included in this exam guide. This has been flagged in the relevant questions in the exam guide. 
Teachers may still be able to locate many of these sources and provide these to students by following 
the links at the end of the original SCSA exams on the SCSA website. 
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Unit 3 – Management Accounting 

 

Unit 3 – 1. Introduction to Management and Financial Accounting 

 
Note: This chapter is an overview of both Unit 3 and Unit 4. It is recommended to skim read these questions at the start 
of the course. These questions should be attempted at the end of Unit 3 and Unit 4. 
 
Section 1 

 

2023 

Section 1 

Question 13 

 

Introduction 
to 

Management 
and 

Financial 
Accounting 

Management accounting involves the 
 
(a) process of planning, coordinating and controlling business activity on a day-to-day basis. 
(b) creation of regular financial reports that meet legal obligations and compliance requirements of 
statutory bodies. 
(c) production of financial reports for external users of financial information. 
(d) production of general purpose financial reports based on actual performance only. 

 
Section 2 

 

2023 

Section 2 

Question 
18d 

 

Introduction 
to 

Management 
and 

Financial 
Accounting 

A1 Giftware manufactures ceramic giftware at its factory in outer Perth. It uses a job costing system 
and standard costing. The factory produces two main products, vases and figurines of animals. It 
produces the products in batches of 2,000 for vases and 500 for figurines. Factory overheads, 
which include manufacturing overheads such as the cost of paints and glazes, are expected to 
amount to $532,800 per year. The factory overheads are allocated on the basis of machine hours. 
It has been estimated that the annual machine hours available will be 3,600. The business usually 
sets its selling price at a mark up of 50% on cost. 
 
Standard costs are calculated on the following basis per batch: 
 

 
 
 
Required 

 
(d) Describe to the management of A1 Giftware two differences between internal and external 
reporting in relation to the types of reports prepared. (4 marks) 
 
One: 
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Two: 

 
 

 
 

 
 

 

 

2022 

Section 2 

Question 
20c 

 

Introduction 
to 

Management 
and 

Financial 
Accounting 

(c) State three differences between internal and external reporting for a company. (3 marks) 
 
 
One: 

 
 

 
Two: 

 
 

 
Three: 
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Section 3 

 

2023 

Section 3 

Question 
22a 

 

KPIs + 
Introduction 

to 
Management 

and 
Financial 

Accounting 

Plaxion Limited is a manufacturing company that has produced financial reports for the year ending 
30 June 2023. An extract from the company’s financial reports is shown below, together with a 
selection of ratios and an extract of relevant social and environmental information. 
 

 
 
Profit after tax for the year ending 2023 was $26,000, and for the year ending 2022 it was $36,000. 
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(a) Describe the purpose of annual reporting and explain how the managers of Plaxion Limited can 
use their key performance indicators (KPIs) for accountability and decision-making purposes. (8 
marks) 
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2023 

Section 3 

Question 
22e 

 

Introduction 
to 

Management 
and 

Financial 
Accounting 

Plaxion Limited is a manufacturing company that has produced financial reports for the year ending 
30 June 2023. An extract from the company’s financial reports is shown below, together with a 
selection of ratios and an extract of relevant social and environmental information. 
 

 
 
Profit after tax for the year ending 2023 was $26,000, and for the year ending 2022 it was $36,000. 
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(e) Part of the role of a company accountant is to manage business operations. Describe three 
examples of how they might do this. (6 marks) 
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2020  
Section 3 

Question 
21.f. 

 
Introduction 

to 
Management 

and 
Financial 

Accounting 

 
 
Explain the role of the accountant in managing business operations, and identify three functions 
they perform. (6 marks) 
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2019  
Section  

Question 
22.e. 

 
Introduction 

to 
Management 

and 
Financial 

Accounting 
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You have been asked by the directors of Karlid Ltd to prepare a report addressing the following 
points, with reference to the information provided where appropriate: 
 
(e) Explain the role and function of the accountant in managing business operations. (6 marks) 
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Marking Guide – Section 1 

 

2023 

Section 1 

Question 13 

 

Introduction 
to 

Management 
and 

Financial 
Accounting 

Management accounting involves the 
 
(a) process of planning, coordinating and controlling business activity on a day-to-day 
basis. – Answer 
(b) creation of regular financial reports that meet legal obligations and compliance requirements of 
statutory bodies. 
(c) production of financial reports for external users of financial information. 
(d) production of general purpose financial reports based on actual performance only. 

 
Marking Guide – Section 2 

 

2023 

Section 2 

Question 
18d 

 

Introduction 
to 

Management 
and 

Financial 
Accounting 

A1 Giftware manufactures ceramic giftware at its factory in outer Perth. It uses a job costing system 
and standard costing. The factory produces two main products, vases and figurines of animals. It 
produces the products in batches of 2,000 for vases and 500 for figurines. Factory overheads, 
which include manufacturing overheads such as the cost of paints and glazes, are expected to 
amount to $532,800 per year. The factory overheads are allocated on the basis of machine hours. 
It has been estimated that the annual machine hours available will be 3,600. The business usually 
sets its selling price at a mark up of 50% on cost. 
 
Standard costs are calculated on the following basis per batch: 
 

 
 
 
Required 

 
(d) Describe to the management of A1 Giftware two differences between internal and external 
reporting in relation to the types of reports prepared. (4 marks) 
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2022 

Section 2 

Question 
20c 

 

Introduction 
to 

Management 
and 

Financial 
Accounting 

(c) State three differences between internal and external reporting for a company. (3 marks) 
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Marking Guide – Section 3 

 

2023 

Section 3 

Question 
22a 

 

KPIs + 
Introduction 

to 
Management 

and 
Financial 

Accounting 

Plaxion Limited is a manufacturing company that has produced financial reports for the year ending 
30 June 2023. An extract from the company’s financial reports is shown below, together with a 
selection of ratios and an extract of relevant social and environmental information. 
 

 
 
Profit after tax for the year ending 2023 was $26,000, and for the year ending 2022 it was $36,000. 
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(a) Describe the purpose of annual reporting and explain how the managers of Plaxion Limited can 
use their key performance indicators (KPIs) for accountability and decision-making purposes. (8 
marks) 
 

 
 

 
  



 

Unit 3 – 1. Introduction to Management and Financial Accounting – Marking Guide – Section 3 
Essential Insight Exam Guide – 2025 Edition – Page 21 

2023 

Section 3 

Question 
22e 

 

Introduction 
to 

Management 
and 

Financial 
Accounting 

Plaxion Limited is a manufacturing company that has produced financial reports for the year ending 
30 June 2023. An extract from the company’s financial reports is shown below, together with a 
selection of ratios and an extract of relevant social and environmental information. 
 

 
 
Profit after tax for the year ending 2023 was $26,000, and for the year ending 2022 it was $36,000. 
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(e) Part of the role of a company accountant is to manage business operations. Describe three 
examples of how they might do this. (6 marks) 
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2020  
Section 3 

Question 
21.f. 

 
Introduction 

to 
Management 

and 
Financial 

Accounting 

Explain the role of the accountant in managing business operations, and identify three functions 
they perform. (6 marks) 
 

 
 

 

2019  
Section 3 

Question 
22.e. 

 
Introduction 

to 
Management 

and 
Financial 

Accounting  

Explain the role and function of the accountant in managing business operations. (6 marks) 
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Unit 3 – 2. Internal and External Audit 
 
Section 1 

 

2021  
Section 1 

Question 
11 

 

Internal 
and 

External 
Audit 

The role of an independent external auditor is to provide an opinion as to whether the financial 
statements of a company 
 
(a) are true and fair in all material respects. 
(b) have been prepared honestly by management. 
(c) have been prepared by a qualified accountant. 
(d) justify the payment of dividends to shareholders. 

 

2020  
Section 1 

Question 1 

 
Internal 

and 
External 

Audit 

The role of an external auditor is to 
 
(a) audit internal financial reports for management. 
(b) review procedures and policies on behalf of shareholders. 
(c) independently audit financial reports on behalf of shareholders. 
(d) test the internal control procedures on behalf of management 

  



 

Unit 3 – 2. Internal and External Audit – Section 2 
Essential Insight Exam Guide – 2025 Edition – Page 25 

Section 2 

 
There have been no questions on this topic for this section in the exams of recent years.  
 
Section 3 

 

2023 

Section 3 

Question 
21e 

 

Internal and 
External 

Audit 

Jan and Lee Tracz are the directors of Jaleetraz Pty Ltd. They manage the day-to-day running of 
their business, which manufactures fencing suitable for factories and homes. The cost of purchasing 
the aluminium and metal supplies for their fencing has increased over the past year but they have 
not been able to increase the selling price due to increased competition in the market. Other costs, 
including factory and office rental, and other day-to-day costs of running their business, have also 
increased over the year. 
 
Over the last two years Jan and Lee have begun to worry about the level of cash they have 
available to pay staff and creditors. Some creditors are requesting immediate payment of their 
accounts. Profits have also declined over the two years. 
 
The following information has been extracted from the financial reports of Jaleetraz Pty Ltd. 
 

 
 
(e) Describe two functions of the external audit to Jan and Lee Tracz. (4 marks) 
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2022 

Section 3 

Question 
21c 

 

Internal and 
External 

Audit 

Juntrae Pty Ltd is a small company based in Perth and has two directors who are also the only 
shareholders. The company produces quality hair products that are sold throughout Australia and 
New Zealand. 
 
Kelly Bianchi, one of the directors, has developed the knowledge and experience to produce the 
quality hair products and also oversees their production and marketing. 
 
Lee Chao is the other director and majority shareholder. Lee provided the funding to help start up 
the business but does not get involved in its day-to-day running. Lee is happy to receive an annual 
dividend and leave the management of the business to Kelly. 
 
The company has a small number of employees who are involved in the production process, but 
Kelly tries to do all the administration work to help keep costs down. 
 
An accountant prepares financial reports and completes the tax work for Juntrae Pty Ltd. The 
accountant has raised the following issues: 
 

• Juntrae Pty Ltd appears to make frequent use of its overdraft facility 

• while the sales figures are excellent, profit is declining 

• debtors frequently pay what they owe after the due date 

• creditors are often paid late and this sometimes leads to late payment costs being incurred 

• inventory levels are quite high and the cost of sales has increased significantly over the past 
twelve months. 

 
The accountant is suggesting that Juntrae Pty Ltd should be undertaking significant planning and 
control to protect its assets, ensure the company has cash flow to pay debts and to investigate why 
profits are declining. 
 
Although Kelly is concerned about the accountant’s advice, Lee is confident that she will sort out the 
problems and is not interested in getting involved in the running of the company. 
 
(c) Explain the purpose of an internal audit and describe three internal control procedures the 
company could implement to detect and correct possible errors and deficiencies. (9 marks) 
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2021  
Section 3 

Question 
22.d. 

 

Internal 
and 

External 
Audit 
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Explain two functions of an external audit. (6 marks) 
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2020  
Section 3 

Question 
22.e. 

 
Internal 

and 
External 

Audit 
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You have been asked by the directors of Junapara Pty Ltd to review the information provided and 
address the points which follow. 
 
Explain the purpose of an internal audit and identify two issues that an internal audit could reveal. (4 
marks) 
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Marking Guide – Section 1 

 

2021  
Section 1 

Question 
11 

 

Internal 
and 

External 
Audit 

The role of an independent external auditor is to provide an opinion as to whether the financial 
statements of a company 
 
(a) are true and fair in all material respects. – Answer  
(b) have been prepared honestly by management. 
(c) have been prepared by a qualified accountant. 
(d) justify the payment of dividends to shareholders. 

 

2020  
Section 1 

Question 1 

 
Internal 

and 
External 

Audit 

The role of an external auditor is to 
 
(a) audit internal financial reports for management. 
(b) review procedures and policies on behalf of shareholders. 
(c) independently audit financial reports on behalf of shareholders. – Answer  
(d) test the internal control procedures on behalf of management 

 
Marking Guide – Section 2 

 
There have been no questions on this topic for this section in the exams of recent years.  
 
Marking Guide – Section 3 

 

2023 

Section 3 

Question 
21e 

 

Internal and 
External 

Audit 

Jan and Lee Tracz are the directors of Jaleetraz Pty Ltd. They manage the day-to-day running of 
their business, which manufactures fencing suitable for factories and homes. The cost of purchasing 
the aluminium and metal supplies for their fencing has increased over the past year but they have 
not been able to increase the selling price due to increased competition in the market. Other costs, 
including factory and office rental, and other day-to-day costs of running their business, have also 
increased over the year. 
 
Over the last two years Jan and Lee have begun to worry about the level of cash they have 
available to pay staff and creditors. Some creditors are requesting immediate payment of their 
accounts. Profits have also declined over the two years. 
 
The following information has been extracted from the financial reports of Jaleetraz Pty Ltd. 
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(e) Describe two functions of the external audit to Jan and Lee Tracz. (4 marks) 
 

 
 

 

2022 

Section 3 

Question 
21c 

 

Internal and 
External 

Audit 

Juntrae Pty Ltd is a small company based in Perth and has two directors who are also the only 
shareholders. The company produces quality hair products that are sold throughout Australia and 
New Zealand. 
 
Kelly Bianchi, one of the directors, has developed the knowledge and experience to produce the 
quality hair products and also oversees their production and marketing. 
 
Lee Chao is the other director and majority shareholder. Lee provided the funding to help start up 
the business but does not get involved in its day-to-day running. Lee is happy to receive an annual 
dividend and leave the management of the business to Kelly. 
 
The company has a small number of employees who are involved in the production process, but 
Kelly tries to do all the administration work to help keep costs down. 
 
An accountant prepares financial reports and completes the tax work for Juntrae Pty Ltd. The 
accountant has raised the following issues: 
 

• Juntrae Pty Ltd appears to make frequent use of its overdraft facility 

• while the sales figures are excellent, profit is declining 

• debtors frequently pay what they owe after the due date 

• creditors are often paid late and this sometimes leads to late payment costs being incurred 

• inventory levels are quite high and the cost of sales has increased significantly over the past 
twelve months. 

 
The accountant is suggesting that Juntrae Pty Ltd should be undertaking significant planning and 
control to protect its assets, ensure the company has cash flow to pay debts and to investigate why 
profits are declining. 
 
Although Kelly is concerned about the accountant’s advice, Lee is confident that she will sort out the 
problems and is not interested in getting involved in the running of the company. 
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(c) Explain the purpose of an internal audit and describe three internal control procedures the 
company could implement to detect and correct possible errors and deficiencies. (9 marks) 
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2021  
Section 3 

Question 
22.d. 

 

Internal 
and 

External 
Audit 

Explain two functions of an external audit. (6 marks) 
 

 
 

 

2020  
Section 3 

Question 
22.e. 

 
Internal 

and 
External 

Audit 

Explain the purpose of an internal audit and identify two issues that an internal audit could reveal. (4 
marks) 
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Unit 3 – 3. Internal Control and Asset Management 
 
Section 1 

 

2023 

Section 1 

Question 12 

 

Internal 
Control and 

Asset 
Management 

An insufficient level of equity may lead to 
 
(a) an increase in available working capital and investment in non-current assets. 
(b) an increase in the risk of business failure due to an inadequate level of working capital. 
(c) an increase in profitability due to the reduction in equity. 
(d) a decrease in the level of debt and accounts payable. 

 

2021  
Section 1 

Question 9 

 

Internal 
Control and 

Asset 
Management 

A principle of asset management is maintaining an appropriate level of equity capital. This is 
important because a business that is 
 
(a) undercapitalised may have insufficient funds to update non-current assets when needed. 
(b) undercapitalised will have a better chance of borrowing funds in the short-term and the long-
term. 
(c) overcapitalised is a much higher financial risk. 
(d) overcapitalised could experience liquidity problems. 
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Section 2 

 
There have been no questions on this topic for this section in the exams of recent years.  
 

Section 3 

 

2019  
Section 3 

Question 
21.c. 

 
Internal 

Control and 
Asset 

Management 
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You have been asked by the directors of Karlid Ltd to prepare a report addressing the following 
points, with reference to the information provided where appropriate: 
 
c. Explain the importance of financial principles of asset management, with particular reference to 
the appropriate management of cash. (6 marks) 
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Marking Guide – Section 1 

 

2023 

Section 1 

Question 12 

 

Internal 
Control and 

Asset 
Management 

An insufficient level of equity may lead to 
 
(a) an increase in available working capital and investment in non-current assets. 
(b) an increase in the risk of business failure due to an inadequate level of working capital. – 
Answer 
(c) an increase in profitability due to the reduction in equity. 
(d) a decrease in the level of debt and accounts payable. 

 

2021  
Section 1 

Question 9 

 

Internal 
Control and 

Asset 
Management 

A principle of asset management is maintaining an appropriate level of equity capital. This is 
important because a business that is 
 
(a) undercapitalised may have insufficient funds to update non-current assets when needed. 
– Answer 
(b) undercapitalised will have a better chance of borrowing funds in the short-term and the long-
term. 
(c) overcapitalised is a much higher financial risk. 
(d) overcapitalised could experience liquidity problems. 

 
Marking Guide – Section 2 

 
There have been no questions on this topic for this section in the exams of recent years.  
 
Marking Guide – Section 3 

 

2019  
Section 3 

Question 
21.c. 

 
Internal 

Control and 
Asset 

Management 

Explain the importance of financial principles of asset management, with particular reference to the 
appropriate management of cash. (6 marks) 
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Unit 3 – 4. Insolvency 

 
Section 1 

 

2023 

Section 1 

Question 2 

 

Insolvency 

What is the order of priority for the distribution of funds when a company is insolvent?  
 
(a) liquidator fees, outstanding employee wages, shareholders, unsecured creditors  
(b) liquidator fees, outstanding employee wages, secured creditors, unsecured creditors  
(c) outstanding employee wages, secured creditors, unsecured creditors, shareholders  
(d) outstanding employee wages, employee retrenchment pay, unsecured creditors, shareholders 

 

2020  
Section 1 

Question 
11 

 
Insolvency 

When a company goes into liquidation, it is usually because 
 
(a) the directors, based on a number of decisions, refuse to pay a dividend. 
(b) the company has more liabilities than assets and is unable to pay debts as they fall due. 
(c) it has breached the Australian Accounting Standards and has been fined by the Australian 
Securities and Investments Commission. 
(d) the customers and creditors have voted to place the company into receivership 

 
Section 2 

 
There have been no questions on this topic for this section in the exams of recent years.  
 
Section 3 

 

2023 

Section 3 

Question 
21d 

 

Insolvency 

Jan and Lee Tracz are the directors of Jaleetraz Pty Ltd. They manage the day-to-day running of 
their business, which manufactures fencing suitable for factories and homes. The cost of purchasing 
the aluminium and metal supplies for their fencing has increased over the past year but they have 
not been able to increase the selling price due to increased competition in the market. Other costs, 
including factory and office rental, and other day-to-day costs of running their business, have also 
increased over the year. 
 
Over the last two years Jan and Lee have begun to worry about the level of cash they have 
available to pay staff and creditors. Some creditors are requesting immediate payment of their 
accounts. Profits have also declined over the two years. 
 
The following information has been extracted from the financial reports of Jaleetraz Pty Ltd. 
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(d) Jaleetraz Pty Ltd is struggling to meet its debts as they fall due. Explain three alternative actions 
for the company if it is deemed to be insolvent. (9 marks) 
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2019  
Section 3 

Question 
21.d-e. 

 
Insolvency 
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You have been asked by the directors of Karlid Ltd to prepare a report addressing the following 
points, with reference to the information provided where appropriate: 
 

d. With reference to the company’s August 2020 announcement to the Australian Securities 
Exchange, evaluate the impact on the company’s management of its business finances if Karlid Ltd’s 
bank does not renew its loan. (6 marks) 
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e. If Karlid Ltd does become insolvent, it will be faced with the choice of voluntary administration, 
receivership or liquidation. Define each of these terms and explain how they differ in terms of what 
would happen to Karlid Ltd. (8 marks) 
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Marking Guide – Section 1 

 

2023 

Section 1 

Question 2 

 

Insolvency 

What is the order of priority for the distribution of funds when a company is insolvent?  
 
(a) liquidator fees, outstanding employee wages, shareholders, unsecured creditors  
(b) liquidator fees, outstanding employee wages, secured creditors, unsecured creditors  
(c) outstanding employee wages, secured creditors, unsecured creditors, shareholders  
(d) outstanding employee wages, employee retrenchment pay, unsecured creditors, 
shareholders – Answer 

 

2020  
Section 1 

Question 
11 

 
Insolvency 

When a company goes into liquidation, it is usually because 
 
(a) the directors, based on a number of decisions, refuse to pay a dividend. 
(b) the company has more liabilities than assets and is unable to pay debts as they fall due. – 
Answer 
(c) it has breached the Australian Accounting Standards and has been fined by the Australian 
Securities and Investments Commission. 
(d) the customers and creditors have voted to place the company into receivership 

 
Marking Guide – Section 2 

 
There have been no questions on this topic for this section in the exams of recent years.  
 
Marking Guide – Section 3 

 

2023 

Section 3 

Question 
21d 

 

Insolvency 

Jan and Lee Tracz are the directors of Jaleetraz Pty Ltd. They manage the day-to-day running of 
their business, which manufactures fencing suitable for factories and homes. The cost of purchasing 
the aluminium and metal supplies for their fencing has increased over the past year but they have 
not been able to increase the selling price due to increased competition in the market. Other costs, 
including factory and office rental, and other day-to-day costs of running their business, have also 
increased over the year. 
 
Over the last two years Jan and Lee have begun to worry about the level of cash they have 
available to pay staff and creditors. Some creditors are requesting immediate payment of their 
accounts. Profits have also declined over the two years. 
 
The following information has been extracted from the financial reports of Jaleetraz Pty Ltd. 
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(d) Jaleetraz Pty Ltd is struggling to meet its debts as they fall due. Explain three alternative actions 
for the company if it is deemed to be insolvent. (9 marks) 
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2019  
Section 3 
Question 

21.d-e. 
 

Insolvency 

d. With reference to the company’s August 2020 announcement to the Australian Securities 
Exchange, evaluate the impact on the company’s management of its business finances if Karlid Ltd’s 
bank does not renew its loan. (6 marks) 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

Unit 3 – 4. Insolvency – Marking Guide – Section 3 
Essential Insight Exam Guide – 2025 Edition – Page 48 

e. If Karlid Ltd does become insolvent, it will be faced with the choice of voluntary administration, 
receivership or liquidation. Define each of these terms and explain how they differ in terms of what 
would happen to Karlid Ltd. (8 marks) 
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Unit 3 – 5. Sources of Finance + 6. Investment Options 

 
Section 1 

 

2023 

Section 1 

Question 4 

 

Sources of 
Finance + 

Investment 
Options 

An investment in the money market is a 
 
(a) short term form of investing.  
(b) long term form of investing.  
(c) form of investment that always provides high returns.  
(d) form of equity investment. 

 

2021  
Section 1 

Question 
10 

 

Sources of 
Finance + 

Investment 
Options 

Which is the most appropriate source of funding for a business that is considering the purchase of 
new plant and equipment? 
 
(a) bank overdraft 
(b) term deposit 
(c) supplier credit 
(d) term loan 

 

2020  
Section 1 

Question 
12 

 
Sources of 
Finance + 

Investment 
Options 

A business wants to invest $75,000 in a short-term source of finance. Which of the following would 
you recommend? 
 
(a) shares 
(b) debentures 
(c) trusts 
(d) money market 

  

2020  
Section 1 

Question 
14 

 
Sources of 
Finance + 

Investment 
Options 

A business has received $250,000 in borrowings from a capital investment bank. The bank has no 
security over the loan. Which of the following best describes this method of financing? 
 
(a) unsecured note 
(b) debenture 
(c) government bonds 
(d) ordinary shares 
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Section 2 

 
There have been no questions on this topic for this section in the exams of recent years.  
 
Section 3 

 

2022 

Section 3 

Question 
22c 

 

Sources of 
Finance + 

Investment 
Options 

Krebsaw Ltd is a manufacturing company located in Western Australia. It produces large storage 
sheds for both urban and rural properties. It has built a reputation for excellence, and demand for its 
sheds is increasing. Many orders are now coming from all over Australia. 
 
Management is considering establishing another factory in one of two different locations in Australia, 
believing it will lead to an increase in sales and reduction in transport costs. The cost of transporting 
sheds from the current factory to the proposed new locations is significant. In addition, the company 
has problems competing on price with existing shed makers in other parts of Australia. 
 
Krebsaw Ltd has provided the information below regarding payback period and net present value 
(NPV). 
 

 
 
The factory proposal for Location 1 will be in a city urban area and will be close to all transport 
systems. Government officials in Location 1 have not indicated their support for the factory project at 
this stage. 
 
The factory proposal for Location 2 will be in a rural area and close to rural customers. Government 
officials in Location 2 have already given approval for development of the proposed factory. They 
believe the factory will provide much-needed employment opportunities for people in the area. 
 
Management of Krebsaw Ltd expects that other manufacturers of sheds in both proposed locations 
will reduce their prices to ensure that they remain competitive. Krebsaw Ltd believes that its product 
is superior and will be able to compete successfully within a few months of its commencement. 
Management also believes that the company has better after-sales service than its competitors. 
 
Krebsaw Ltd is considering a long-term business finance option for the proposed purchase. 
 
(c) Describe three types of long-term business finance that Krebsaw Ltd could consider for the 
proposed purchase. (6 marks)  
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Marking Guide – Section 1 

 

2023 

Section 1 

Question 4 

 

Sources of 
Finance + 

Investment 
Options 

An investment in the money market is a 
 
(a) short term form of investing. – Answer 
(b) long term form of investing.  
(c) form of investment that always provides high returns.  
(d) form of equity investment. 

 

2021  
Section 1 

Question 
10 

 

Sources of 
Finance + 

Investment 
Options 

Which is the most appropriate source of funding for a business that is considering the purchase of 
new plant and equipment? 
 
(a) bank overdraft 
(b) term deposit 
(c) supplier credit 
(d) term loan – Answer 

 

2020  
Section 1 
Question 

12 

 
Sources of 
Finance + 

Investment 
Options 

A business wants to invest $75,000 in a short-term source of finance. Which of the following would 
you recommend? 
 
(a) shares 
(b) debentures 
(c) trusts 
(d) money market – Answer 

 

2020  
Section 1 

Question  
14 

 
Sources of 
Finance + 

Investment 
Options 

A business has received $250,000 in borrowings from a capital investment bank. The bank has no 
security over the loan. Which of the following best describes this method of financing? 
 
(a) unsecured note – Answer 
(b) debenture 
(c) government bonds 
(d) ordinary shares 
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Marking Guide – Section 2 

 
There have been no questions on this topic for this section in the exams of recent years.  
 
Marking Guide – Section 3 

 

2022 

Section 3 

Question 
22c 

 

Sources of 
Finance + 

Investment 
Options 

Krebsaw Ltd is a manufacturing company located in Western Australia. It produces large storage 
sheds for both urban and rural properties. It has built a reputation for excellence, and demand for its 
sheds is increasing. Many orders are now coming from all over Australia. 
 
Management is considering establishing another factory in one of two different locations in Australia, 
believing it will lead to an increase in sales and reduction in transport costs. The cost of transporting 
sheds from the current factory to the proposed new locations is significant. In addition, the company 
has problems competing on price with existing shed makers in other parts of Australia. 
 
Krebsaw Ltd has provided the information below regarding payback period and net present value 
(NPV). 
 

 
 
The factory proposal for Location 1 will be in a city urban area and will be close to all transport 
systems. Government officials in Location 1 have not indicated their support for the factory project at 
this stage. 
 
The factory proposal for Location 2 will be in a rural area and close to rural customers. Government 
officials in Location 2 have already given approval for development of the proposed factory. They 
believe the factory will provide much-needed employment opportunities for people in the area. 
 
Management of Krebsaw Ltd expects that other manufacturers of sheds in both proposed locations 
will reduce their prices to ensure that they remain competitive. Krebsaw Ltd believes that its product 
is superior and will be able to compete successfully within a few months of its commencement. 
Management also believes that the company has better after-sales service than its competitors. 
 
Krebsaw Ltd is considering a long-term business finance option for the proposed purchase. 
 
(c) Describe three types of long-term business finance that Krebsaw Ltd could consider for the 
proposed purchase. (6 marks)  
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Unit 3 – 7. Corporate Social Responsibility (CSR) 
 
Section 1 

 
There have been no questions on this topic for this section in the exams of recent years.  
 
Section 2 

 
There have been no questions on this topic for this section in the exams of recent years.  
 
Section 3 

 

2021  
Section 3 

Question 
23.b. 

 

CSR 
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b. Outline two costs and two potential sources of income associated with the company engaging in 
socially and environmentally responsible practices. (4 marks) 
 

 

 

 

 

 

 

 

 

 

 

 

2020  
Section 3 

Question 
21.c. 

 
CSR + CVP 

Describe two non-financial factors that Woolworths could have considered before deciding to close 
down the Big W stores. (4 marks) 
 
Note: this Question relates to both CSR and CVP regarding qualitative factors to consider when 
making department/product shut down decisions. 
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2020  
Section 3 

Question 
21.d. 

 
CSR 

 
 
d. Explain two ethical issues that directors of companies (such as Woolworths) may have 
encountered in their financial dealings that involve investors. (6 marks) 
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2019  
Section 3 

Question 
22.b. 

 
CSR 
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You have been asked by the directors of Karlid Ltd to prepare a report addressing the following 
points, with reference to the information provided where appropriate: 
 

b. Explain to the directors of Karlid Ltd the costs and potential income associated with engaging in 
socially and environmentally responsible practices. (8 marks) 
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Marking Guide – Section 1 

 
There have been no questions on this topic for this section in the exams of recent years.  
 
Marking Guide – Section 2 

 
There have been no questions on this topic for this section in the exams of recent years.  
 
Marking Guide – Section 3 

 

2021  
Section 3 

Question 
23.b. 

 

CSR 

Outline two costs and two potential sources of income associated with the company engaging in 
socially and environmentally responsible practices. (4 marks) 
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2020  
Section 3 

Question 
21.c. 

 
CSR + 
CVP 

Describe two non-financial factors that Woolworths could have considered before deciding to close 
down the Big W stores. (4 marks) 
 
Note: this Question relates to both CSR and CVP regarding qualitative factors to consider when 
making department/product shut down decisions. 
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2020  
Section 3 
Question 

21.d. 
 

CSR 

Explain two ethical issues that directors of companies (such as Woolworths) may have encountered 
in their financial dealings that involve investors. (6 marks) 
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2019  
Section 3 

Question 
22.b. 

 
CSR 

Explain to the directors of Karlid Ltd the costs and potential income associated with engaging in 
socially and environmentally responsible practices. (8 marks) 
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Unit 3 – 8. Cost Accounting 

 
Section 1 

 

2023 

Section 1 

Question 5 

 

Cost 
Accounting 

Questions 5 and 6 relate to the following information provided by Capzy Pty Ltd, which 
manufactures caps for sporting teams. 
 

 
 
5. The materials price variance for the month of November is a 
 
(a) $90.00 favourable variance. 
(b) $87.50 favourable variance. 
(c) $90.00 unfavourable variance. 
(d) $87.50 unfavourable variance. 
 
6. The materials usage variance for November is a 
 
(a) $690 unfavourable variance. 
(b) $700 favourable variance. 
(c) $690 favourable variance. 
(d) $700 unfavourable variance. 
 

 

2022 

Section 1 

Question 10 

 

Cost 
Accounting 

Pat Bosso runs a catering business but is unsure of the difference between product and period 
costs. Which of the following is the best example of a product cost? 
 
(a) manager’s salary 
(b) advertising expense 
(c) food packaging expense 
(d) depreciation of office equipment 

 

2021  
Section 1 

Question  
12 

 

Cost 
Accounting 

Actual material costs for May are 1,800 metres @ $12 per metre and the standard material costs for 
May are 2,000 metres @ $10 per metre. The material price variance is 
 
(a) $4,000 (F). 
(b) $3,600 (F). 
(c) $3,600 (U). 
(d) $4,000 (U). 

 

2020  
Section 1 

Question 3 

 
Cost 

Accounting 

The classification of office electricity in the making of ice cream would be which of the following 
costs? 
 
(a) period and direct 
(b) product and indirect 
(c) period and indirect 
(d) product and direct 
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2019  
Section 1 

Question  
14 + 15 

 
Cost 

Accounting 

Questions 14 and 15 relate to the following information for FiveSoss Ltd: 
 
FiveSoss Ltd owns and operates a custom couch building business. Budgeted manufacturing 
overhead for the current year was $80,000 and the predetermined overhead rate is to be calculated 
based on direct labour hours, which are estimated to be 4,000 hours for the current year. 
 
Job number 23 was built for Drayeek and the cost details recorded on the job cost sheet are as 
follows 
 

Costs Standard Actual 
Direct materials $2,000 $1,900 

Direct labour hours 100 hours 95 hours 

Direct labour rate of pay $50 per hour $51 per hour 
 
 
 
14. What is the direct labour rate variance for Job number 23? 
 
(a) $95 unfavourable 
(b) $95 favourable 
(c) $100 unfavourable 
(d) $100 favourable 
 
15. What is the standard cost of Job number 23? 
 
(a) $9,000 
(b) $7,020 
(c) $7,000 
(d) $2,150 
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Section 2 

 

2023 

Section 2 

Question 
18a-c 

 

Cost 
Accounting 

A1 Giftware manufactures ceramic giftware at its factory in outer Perth. It uses a job costing system 
and standard costing. The factory produces two main products, vases and figurines of animals. It 
produces the products in batches of 2,000 for vases and 500 for figurines. Factory overheads, which 
include manufacturing overheads such as the cost of paints and glazes, are expected to amount to 
$532,800 per year. The factory overheads are allocated on the basis of machine hours. It has been 
estimated that the annual machine hours available will be 3,600. The business usually sets its 
selling price at a mark up of 50% on cost. 
 
Standard costs are calculated on the following basis per batch: 
 

 
 
 
Required 

 
(a) Calculate the standard cost per batch and per unit for the vases and the figurines. Round all 
figures to two decimal places. (14 marks) 
 
Workings: 
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(b) Calculate the proposed selling price per unit for both products. Round all figures to two decimal 
places. (4 marks) 
 
Workings: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
(c) A1 Giftware decides to sell the vases for $10 and the figurines for $60. Calculate the contribution 
margin for each product. Round all figures to two decimal places. (4 marks) 
 
Workings: 
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2022 

Section 2 

Question 
17 

 

Cost 
Accounting 

Zanthria Safetywear manufactures personal protective clothing at a factory in Perth. Annual 
overhead costs are estimated to be $236,500 and these are allocated to the various products on the 
basis of direct labour hours, which are expected to be a total of 11,000 hours for the year. 
 
Among its main products are protective coats. These are costed on the basis of a batch of 500 
coats, for which the standard costs are estimated as follows: 
 

• 1,500 square metres of cloth at $8 per square metre 

• sundry materials (zips, buttons, thread) at $5 per coat 
• labour hours – 40 hours at $35 per hour. 

 
(a) Calculate the cost of the coats per batch and per unit, using job order costing processes. (10 
marks) 
 
Workings: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
(b) Assuming the business applies a mark-up of 30% on cost, calculate the selling price of each coat 
in dollars and cents. (2 marks) 
 
Workings: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 



 

Unit 3 – 8. Cost Accounting – Section 2 
Essential Insight Exam Guide – 2025 Edition – Page 68 

 
 
The actual costs of producing the first batch of 500 coats were as follows: 

• 1,420 square metres at a cost of $8.40 per square metre 

• sundry materials cost of $5 per coat (this was the same as the estimated standard cost) 
• 39 labour hours at $34.50 per hour. 

 
Required: 
(c) Calculate the following variances per batch: 
 
(i) Direct materials price variance (4 marks) 
 
Workings: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
(ii) Direct materials usage variance (4 marks) 
 
Workings: 
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(iii) Direct labour rate variance (4 marks) 
 
Workings: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
(iv) Direct labour efficiency variance (4 marks) 
 
Workings: 
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2021  
Section 2 

Question 
16.a-d. 

 

Cost 
Accounting 

At the beginning of January 2021, a small Perth manufacturing business commenced manufacturing 
pop-up sunshade tents for use at the beach and other outdoor settings. During the first year ending 
31 December 2021, the business produced a total of 1,050 pop-up sunshade tents in batches of 
150. 
 
The actual costs of producing the 1,050 pop-up sunshade tents are shown below. 
 

 
 
The manufacturing overhead is allocated to each batch based on total labour hours. One pop-up 
sunshade tent takes 2 hours of cutting time and 3 hours of sewing and assembly time. 
 
Required 
 
a. Calculate the total direct materials cost of the pop-up sunshade tents and the per batch cost. 
(Round calculations to the whole dollar.) (6 marks) 
 
Workings 
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b. Calculate the total direct labour cost of the pop-up sunshade tents and the per batch cost. (Round 
calculations to the whole dollar.) (5 marks) 
 
Workings 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 

c. Calculate the total manufacturing overhead costs and the costs applied to each batch of pop-up 
tents produced. (Round calculations to the whole dollar.) (5 marks) 
 
Workings 
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d. Calculate the total cost of manufacturing one pop-up sunshade tent. (Round calculations to two 
decimal places.) (4 marks) 
 
Workings 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

2020  
Section 2 
Question 

18.a-c. 
 

Cost 
Accounting 

Shown below are the actual budgeted figures related to the manufacture of salted caramel chocolate 
buttons by The Chocolatey Shop during the month of January 2021. 
 

 
 
Manufacturing overheads are allocated using a predetermined overhead rate based on direct labour 
hours. It took The Chocolatey Shop 15 minutes to make one 250 gram bag of the salted caramel 
chocolate buttons. 
 
a. Calculate the cost of making one bag of salted caramel chocolate buttons. (11 marks) 
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The standard labour costs associated with making the salted caramel chocolate buttons for the 
month of January are as follows. 
 

 
 
b. Calculate the direct labour efficiency variance for the salted caramel chocolate buttons. (5 marks) 
 
 
 

 

 

 

 

 

 

 

 

 

 

c. Explain the nature of cost concepts for overheads. (3 marks) 
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2019  
Section 2 

Question  
16.a-e. 

 
Cost 

Accounting 

Well-That’s-Fabulous Ltd is a boutique business that manufactures three different quality  
desserts. The desserts are:  

• Meyroonfive Sundaes 

• Good Bunny Fluff 
• Me-go’s Sorbet. 

 
The details for each department and the budgeted overheads and cost drivers for 2020 are detailed 
below. 
 

 
 
Well-That’s-Fabulous Ltd makes its products in batches. The details below relate to the production of 
one batch of Good Bunny Fluff produced in October 2020. 
 

 
 

a. Calculate the predetermined overhead rate for each department. 
a.i. ‘Make it’ department (2 marks) 
 
 
 
 
 
 
 
 
 
 
 
a.ii. ‘Mix it’ department (2 marks) 
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a.iii. ‘Pack it’ department (2 marks) 
 
 

 

 

 

 

 

 

 
 
 
 
 
b. Calculate the total cost of the batch of Good Bunny Fluff. (20 marks) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
c. Calculate the total cost of one tub of Good Bunny Fluff (2 marks) 
 
 
 
 
 
 
 
 
 
 
d. Well-That’s-Fabulous Ltd has set its mark-up as 120% on cost for Good Bunny Fluff. Calculate the 
selling price of one tub of Good Bunny Fluff. (3 marks) 
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e. A business may classify costs in different categories. Explain each of the cost classifications 
below. (6 marks) 
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Section 3 

 

2023 

Section 3 

Question 
21a 

 

Cost 
Accounting 

+ CVP 

Jan and Lee Tracz are the directors of Jaleetraz Pty Ltd. They manage the day-to-day running of 
their business, which manufactures fencing suitable for factories and homes. The cost of purchasing 
the aluminium and metal supplies for their fencing has increased over the past year but they have 
not been able to increase the selling price due to increased competition in the market. Other costs, 
including factory and office rental, and other day-to-day costs of running their business, have also 
increased over the year. 
 
Over the last two years Jan and Lee have begun to worry about the level of cash they have 
available to pay staff and creditors. Some creditors are requesting immediate payment of their 
accounts. Profits have also declined over the two years. 
 
The following information has been extracted from the financial reports of Jaleetraz Pty Ltd. 
 

 
 
(a) Describe the behaviour of variable costs and fixed costs and explain how changes in these costs 
have resulted in an increase in the break-even point (sales dollars) for Jaleetraz Pty Ltd. (7 marks) 
 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 



 

Unit 3 – 8. Cost Accounting – Section 3 
Essential Insight Exam Guide – 2025 Edition – Page 78 

 

2021  
Section 3 
Question 

22.a. 
 

Cost 
Accounting 

 
 

 
 
Explain, with the use of an example, the concept of mark-up. (4 marks) 
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2021  
Section 3 

Question 
23.a. 

 

Cost 
accounting 

 
 

 
 
a. Explain the classification of costs according to their relationship to cost objects. Provide an 
example of each to illustrate your answer. (6 marks) 
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Marking Guide – Section 1 

 

2023 

Section 1 

Question 5 

 

Cost 
Accounting 

Questions 5 and 6 relate to the following information provided by Capzy Pty Ltd, which 
manufactures caps for sporting teams. 
 

 
 
5. The materials price variance for the month of November is a 
 
(a) $90.00 favourable variance. 
(b) $87.50 favourable variance. 
(c) $90.00 unfavourable variance. 
(d) $87.50 unfavourable variance. – Answer 
 
Workings: 
 

 
 
6. The materials usage variance for November is a 
 
(a) $690 unfavourable variance. 
(b) $700 favourable variance. 
(c) $690 favourable variance. – Answer 
(d) $700 unfavourable variance. 
 
Workings: 
 

 
 

 

2022 

Section 1 

Question 10 

 

Cost 
Accounting 

Pat Bosso runs a catering business but is unsure of the difference between product and period 
costs. Which of the following is the best example of a product cost? 
 
(a) manager’s salary 
(b) advertising expense 
(c) food packaging expense – Answer 
(d) depreciation of office equipment 
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2021  
Section 1 

Question 
12 

 

Cost 
Accounting 

Actual material costs for May are 1,800 metres @ $12 per metre and the standard material costs for 
May are 2,000 metres @ $10 per metre. The material price variance is 
 
(a) $4,000 (F). 
(b) $3,600 (F). 
(c) $3,600 (U). – Answer 
(d) $4,000 (U). 
 

 
 

2020  
Section 1 

Question 3 

 
Cost 

Accounting 

The classification of office electricity in the making of ice cream would be which of the following 
costs? 
 
(a) period and direct 
(b) product and indirect 
(c) period and indirect – Answer  
(d) product and direct 

 

2019  
Section 1 

Question 
14 + 15 

 
Cost 

Accounting 

Questions 14 and 15 relate to the following information for FiveSoss Ltd: 
 
FiveSoss Ltd owns and operates a custom couch building business. Budgeted manufacturing 
overhead for the current year was $80,000 and the predetermined overhead rate is to be calculated 
based on direct labour hours, which are estimated to be 4,000 hours for the current year. 
 
Job number 23 was built for Drayeek and the cost details recorded on the job cost sheet are as 
follows 
 

Costs Standard Actual 
Direct materials $2,000 $1,900 

Direct labour hours 100 hours 95 hours 

Direct labour rate of pay $50 per hour $51 per hour 
 
14. What is the direct labour rate variance for Job number 23? 
 
(a) $95 unfavourable – Answer 
(b) $95 favourable 
(c) $100 unfavourable 
(d) $100 favourable 
 

 
 
15. What is the standard cost of Job number 23? 
 
(a) $9,000 – Answer 
(b) $7,020 
(c) $7,000 
(d) $2,150 
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Marking Guide – Section 2 

 

2023 

Section 2 

Question 
18a-c 

 

Cost 
Accounting 

A1 Giftware manufactures ceramic giftware at its factory in outer Perth. It uses a job costing system 
and standard costing. The factory produces two main products, vases and figurines of animals. It 
produces the products in batches of 2,000 for vases and 500 for figurines. Factory overheads, which 
include manufacturing overheads such as the cost of paints and glazes, are expected to amount to 
$532,800 per year. The factory overheads are allocated on the basis of machine hours. It has been 
estimated that the annual machine hours available will be 3,600. The business usually sets its 
selling price at a mark up of 50% on cost. 
 
Standard costs are calculated on the following basis per batch: 
 

 
 
 
Required 

 
(a) Calculate the standard cost per batch and per unit for the vases and the figurines. Round all 
figures to two decimal places. (14 marks) 
 
Workings: 
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(b) Calculate the proposed selling price per unit for both products. Round all figures to two decimal 
places. (4 marks) 
 
Workings: 
 

 
 
(c) A1 Giftware decides to sell the vases for $10 and the figurines for $60. Calculate the contribution 
margin for each product. Round all figures to two decimal places. (4 marks) 
 
Workings: 

 

 
 

 
  



 

Unit 3 – 8. Cost Accounting – Marking Guide – Section 2 
Essential Insight Exam Guide – 2025 Edition – Page 85 

2022 

Section 2 

Question 
17 

 

Cost 
Accounting 

Zanthria Safetywear manufactures personal protective clothing at a factory in Perth. Annual 
overhead costs are estimated to be $236,500 and these are allocated to the various products on the 
basis of direct labour hours, which are expected to be a total of 11,000 hours for the year. 
 
Among its main products are protective coats. These are costed on the basis of a batch of 500 
coats, for which the standard costs are estimated as follows: 
 

• 1,500 square metres of cloth at $8 per square metre 

• sundry materials (zips, buttons, thread) at $5 per coat 
• labour hours – 40 hours at $35 per hour. 

 
(a) Calculate the cost of the coats per batch and per unit, using job order costing processes. (10 
marks) 
 
Workings: 
 

 
 
(b) Assuming the business applies a mark-up of 30% on cost, calculate the selling price of each coat 
in dollars and cents. (2 marks) 
 
Workings: 
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The actual costs of producing the first batch of 500 coats were as follows: 
• 1,420 square metres at a cost of $8.40 per square metre 

• sundry materials cost of $5 per coat (this was the same as the estimated standard cost) 
• 39 labour hours at $34.50 per hour. 

 
Required: 
(c) Calculate the following variances per batch: 
 
(i) Direct materials price variance (4 marks) 
 

 
 
(ii) Direct materials usage variance (4 marks) 
 

 
 
(iii) Direct labour rate variance (4 marks) 
 

 

 
(iv) Direct labour efficiency variance (4 marks) 
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2021  
Section 2 

Question 
16.a-d. 

 

Cost 
Accounting 

a. Calculate the total direct materials cost of the pop-up sunshade tents and the per batch 
cost. (Round calculations to the whole dollar.) (6 marks) 
 

 
 
b. Calculate the total direct labour cost of the pop-up sunshade tents and the per batch cost. (Round 
calculations to the whole dollar.) (5 marks) 
 

 

 

c. Calculate the total manufacturing overhead costs and the costs applied to each batch of pop-up 
tents produced. (Round calculations to the whole dollar.) (5 marks) 
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d. Calculate the total cost of manufacturing one pop-up sunshade tent. (Round calculations to two 
decimal places.) (4 marks) 
 

 

 

 

2020  
Section 2 

Question 
18.a. 

 
Cost 

Accounting 

a. Calculate the cost of making one bag of salted caramel chocolate buttons. (11 marks) 
 

 
 
The standard labour costs associated with making the salted caramel chocolate buttons for the 
month of January are as follows. 
 

 
 
b. Calculate the direct labour efficiency variance for the salted caramel chocolate buttons. 
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c. Explain the nature of cost concepts for overheads. (3 marks) 
 

 
 

 

2019  
Section 2 

Question 
16.a-e. 

 
Cost 

Accounting 

a. Calculate the predetermined overhead rate for each department. 
a.i. ‘Make it’ department (2 marks) 

 

 
 
a.ii. ‘Mix it’ department (2 marks) 

 

 
 
a.iii. ‘Pack it’ department (2 marks) 
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b. Calculate the total cost of the batch of Good Bunny Fluff. (20 marks) 
 

 
 
c. Calculate the total cost of one tub of Good Bunny Fluff (2 marks) 
 

 
 
d. Well-That’s-Fabulous Ltd has set its mark-up as 120% on cost for Good Bunny Fluff. Calculate the 
selling price of one tub of Good Bunny Fluff. (3 marks) 
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e. A business may classify costs in different categories. Explain each of the cost classifications 
below. (6 marks) 
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Marking Guide – Section 3 

 

2023 

Section 3 

Question 
21a 

 

Cost 
Accounting 

+ CVP 

Jan and Lee Tracz are the directors of Jaleetraz Pty Ltd. They manage the day-to-day running of 
their business, which manufactures fencing suitable for factories and homes. The cost of purchasing 
the aluminium and metal supplies for their fencing has increased over the past year but they have 
not been able to increase the selling price due to increased competition in the market. Other costs, 
including factory and office rental, and other day-to-day costs of running their business, have also 
increased over the year. 
 
Over the last two years Jan and Lee have begun to worry about the level of cash they have 
available to pay staff and creditors. Some creditors are requesting immediate payment of their 
accounts. Profits have also declined over the two years. 
 
The following information has been extracted from the financial reports of Jaleetraz Pty Ltd. 
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(a) Describe the behaviour of variable costs and fixed costs and explain how changes in these costs 
have resulted in an increase in the break-even point (sales dollars) for Jaleetraz Pty Ltd. (7 marks) 
 

 
 

 

2021  
Section 3 

Question 
22.a. 

 

Cost 
Accounting 

Explain, with the use of an example, the concept of mark-up. (4 marks) 
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2021  
Section 3 

Question 
23.a. 

 

Cost 
accounting 

Explain the classification of costs according to their relationship to cost objects. Provide an example 
of each to illustrate your answer. (6 marks) 
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Unit 3 – 9. Cost–Volume–Profit Analysis (CVP) 
 
Section 1 

 

2022 

Section 1 

Question 7 

 

CVP 

A business provides the following information 
 

 
 
What is the contribution margin ratio, rounded to the nearest whole number? 
 
(a) 74% 
(b) 64% 
(c) 26% 
(d) 10% 

 

2020  
Section 1 

Question 6 

 
CVP 

A business provides the following information. 
 

Sales (57,000 units) $171,000 

Variable costs $42,750 

Fixed costs $50,000 

Profit $78,250 

 
What is the contribution margin per unit? 
(a) $3.00 
(b) $2.25 
(c) $0.75 
(d) $1.37 

 

2020  
Section 1 

Question 
15 

 
CVP 

The break-even point in cost-volume-profit analysis is the level at which 
 
(a) profit equals total fixed costs. 
(b) sales revenue equals total fixed costs. 
(c) sales revenue equals total costs. 
(d) profit equals total variable costs. 

 

2019  
Section 1 

Question 6 

 
CVP 

Billy-EyeLash Ltd provided the following information about its business. Variable expenses are 
$36,300, fixed expenses are $50,000 and profit is $27,200. What is the sales amount in dollars? 
 
(a) $59,100 
(b) $77,200 
(c) $86,300 
(d) $113,500 

 

2019  
Section 1 

Question 
13 

 
CVP 

PosstMaloan Ltd provided the following information about its business. The selling price of the 
product is $40, variable expenses are $32 and fixed expenses are $4,800. What is the break-even 
point in units? 
 
(a) 120 
(b) 150 
(c) 600 
(d) 800 
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Section 2 

 

2022 

Section 2 

Question 
16 

 

CVP 

Zlaire Pty Ltd manufactures washing machines at a selling price of $750 each. The machines are 
made at a factory in Perth that has a maximum production capacity of 4,000 machines per year. The 
company is operating at full capacity 
 
The costs to produce 4,000 washing machines are as follows: 
 

 
 
In January 2022, Zlaire Pty Ltd received a special order for 400 washing machines with added 
special features. The prospective purchaser offered to pay $800 per machine. The special order is 
to be delivered by 31 March 2022. The costs of producing the special order washing machines will 
involve additional variable expenses of $20 per machine. Zlaire Pty Ltd will also need to purchase 
additional equipment costing $10,500, to be able to fulfil the order. (This equipment will not be used 
for any other purpose.) 
 
Required 

 
(a) Calculate the gain or loss on the special order and state whether Zlaire Pty Ltd should accept or 
reject the special order. (11 marks) 
 
Workings: 
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(b) The management of Zlaire Pty Ltd is now considering purchasing the electronic components 
used in the washing machines from a supplier, rather than making them in their own factory. The 
supplier will charge $130 for each of the electronic components. 
 
The total fixed costs allocated will be reduced by $24,000 if the electronic components are 
purchased. 
 
Zlaire Pty Ltd budgets the following costs to make the electronic components for the 4,000 washing 
machines they expect to produce from June 2022. 
 

 
 
Required: 
 
Determine the effect on profit for both the make and buy options to recommend which option Zlaire 
Ptd Ltd should take. (9 marks) 
 
Workings: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Recommendation: 
 
 

 
 

 
 
(c) Describe what the ‘margin of safety’ measures. (2 marks) 
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2021  
Section 2 

Question 
18.a-e. 

 

CVP 

Winerack produces a range of premium red wines (Shiraz, Pinot Noir and Cabernet Merlot) that 
retail at prices between $60/bottle and $100/bottle. The selling prices, volume and costs of 
production for its three wines for 2022 are as follows: 
 

 
 
Required 

 
a. Calculate the contribution margin per unit for Shiraz bottles of wine. (2 marks) 
 
Workings: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
b. Calculate the sales mix for 2022. (4 marks) 
 
Workings: 
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c. The contribution margin for Pinot Noir is $50/bottle and for Cabernet Merlot is $65/bottle. 
Calculate the weighted average contribution margin for Winerack. (Round calculations to two 
decimal points.) (4 marks) 
 
Workings: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
d. Calculate the break-even, in bottles, for Winerack for 2022. (3 marks) 
 
Workings: 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
e. Calculate the number of bottles of Pinot Noir required for break-even, applying the sales mix 
calculated in part (b). (2 marks) 
 

Workings: 
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Section 3 

 

2023 

Section 3 

Question 
21a 

 

Cost 
Accounting 

+ CVP 

Jan and Lee Tracz are the directors of Jaleetraz Pty Ltd. They manage the day-to-day running of 
their business, which manufactures fencing suitable for factories and homes. The cost of purchasing 
the aluminium and metal supplies for their fencing has increased over the past year but they have 
not been able to increase the selling price due to increased competition in the market. Other costs, 
including factory and office rental, and other day-to-day costs of running their business, have also 
increased over the year. 
 
Over the last two years Jan and Lee have begun to worry about the level of cash they have 
available to pay staff and creditors. Some creditors are requesting immediate payment of their 
accounts. Profits have also declined over the two years. 
 
The following information has been extracted from the financial reports of Jaleetraz Pty Ltd. 
 

 
 
(a) Describe the behaviour of variable costs and fixed costs and explain how changes in these costs 
have resulted in an increase in the break-even point (sales dollars) for Jaleetraz Pty Ltd. (7 marks) 
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2020  
Section 3 

Question 
21.a-b. 

 
CVP 
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a. Use an example from the article to explain how the relationship between volume of activity, costs 
and profits can affect performance. (4 marks) 
 

 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 
b. With reference to the article, comment on two financial reasons for Woolworths closing down 30 
Big W stores. (4 marks) 
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2020  
Section 3 
Question 

21.c. 
 

CSR + CVP 

 
 
Describe two non-financial factors that Woolworths could have considered before deciding to close 
down the Big W stores. (4 marks) 
 
Tip: this Question relates to both CSR and CVP regarding qualitative factors to consider when 
making department/product shut down decisions. 
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Marking Guide – Section 1 

 

2022 

Section 1 

Question 7 

 

CVP 

A business provides the following information 
 

 
 
What is the contribution margin ratio, rounded to the nearest whole number? 
 
(a) 74% – Answer 
(b) 64% 
(c) 26% 
(d) 10% 

 

2020  
Section 1 

Question 6 

 
CVP 

A business provides the following information. 
 

Sales (57,000 units) $171,000 

Variable costs $42,750 

Fixed costs $50,000 

Profit $78,250 

 
What is the contribution margin per unit? 
 
(a) $3.00 
(b) $2.25 – Answer 
(c) $0.75 
(d) $1.37 

 

2020  
Section 1 

Question 
15 

 
CVP 

The break-even point in cost-volume-profit analysis is the level at which 
 
(a) profit equals total fixed costs. 
(b) sales revenue equals total fixed costs. 
(c) sales revenue equals total costs. – Answer 
(d) profit equals total variable costs. 

 

2019  
Section 1 

Question 6 

 
CVP 

Billy-EyeLash Ltd provided the following information about its business. Variable expenses are 
$36,300, fixed expenses are $50,000 and profit is $27,200. What is the sales amount in dollars? 
 
(a) $59,100 
(b) $77,200 
(c) $86,300 
(d) $113,500 – Answer 
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2019  
Section 1 

Question 
13 

 
CVP 

PosstMaloan Ltd provided the following information about its business. The selling price of the 
product is $40, variable expenses are $32 and fixed expenses are $4,800. What is the break-even 
point in units? 
 
(a) 120 
(b) 150 
(c) 600 – Answer 
(d) 800 
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Marking Guide – Section 2 

 

2022 

Section 2 

Question 
16 

 

CVP 

Zlaire Pty Ltd manufactures washing machines at a selling price of $750 each. The machines are 
made at a factory in Perth that has a maximum production capacity of 4,000 machines per year. The 
company is operating at full capacity 
 
The costs to produce 4,000 washing machines are as follows: 
 

 
 
In January 2022, Zlaire Pty Ltd received a special order for 400 washing machines with added 
special features. The prospective purchaser offered to pay $800 per machine. The special order is 
to be delivered by 31 March 2022. The costs of producing the special order washing machines will 
involve additional variable expenses of $20 per machine. Zlaire Pty Ltd will also need to purchase 
additional equipment costing $10,500, to be able to fulfil the order. (This equipment will not be used 
for any other purpose.) 
 
Required 

 
(a) Calculate the gain or loss on the special order and state whether Zlaire Pty Ltd should 

accept or reject the special order. (11 marks) 
 

 
 
(b) The management of Zlaire Pty Ltd is now considering purchasing the electronic components 
used in the washing machines from a supplier, rather than making them in their own factory. The 
supplier will charge $130 for each of the electronic components. 
 
The total fixed costs allocated will be reduced by $24,000 if the electronic components are 
purchased. 
 
Zlaire Pty Ltd budgets the following costs to make the electronic components for the 4,000 washing 
machines they expect to produce from June 2022. 
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Required: 
 
Determine the effect on profit for both the make and buy options to recommend which option Zlaire 
Ptd Ltd should take. (9 marks) 
 
 

 
 
c. Describe what the ‘margin of safety’ measures. (2 marks) 
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2021  
Section  

Question 
18.a-e. 

 

CVP 

a. Calculate the contribution margin per unit for Shiraz bottles of wine. (2 marks) 
 

 
 

b. Calculate the sales mix for 2022. (4 marks) 
 

 
 
c. The contribution margin for Pinot Noir is $50/bottle and for Cabernet Merlot is $65/bottle. 
Calculate the weighted average contribution margin for Winerack. (Round calculations to two 
decimal points.) (4 marks) 
 

 
 
d. Calculate the break-even, in bottles, for Winerack for 2022. (3 marks) 
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e. Calculate the number of bottles of Pinot Noir required for break-even, applying the sales mix 
calculated in part (b). (2 marks) 
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Marking Guide – Section 3 

 

2023 

Section 3 

Question 
21a 

 

Cost 
Accounting 

+ CVP 

Jan and Lee Tracz are the directors of Jaleetraz Pty Ltd. They manage the day-to-day running of 
their business, which manufactures fencing suitable for factories and homes. The cost of purchasing 
the aluminium and metal supplies for their fencing has increased over the past year but they have 
not been able to increase the selling price due to increased competition in the market. Other costs, 
including factory and office rental, and other day-to-day costs of running their business, have also 
increased over the year. 
 
Over the last two years Jan and Lee have begun to worry about the level of cash they have 
available to pay staff and creditors. Some creditors are requesting immediate payment of their 
accounts. Profits have also declined over the two years. 
 
The following information has been extracted from the financial reports of Jaleetraz Pty Ltd. 
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(a) Describe the behaviour of variable costs and fixed costs and explain how changes in these costs 
have resulted in an increase in the break-even point (sales dollars) for Jaleetraz Pty Ltd. (7 marks) 
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2020  
Section  

Question 
21.a.b. 

 
CVP 

a. Use an example from the article to explain how the relationship between volume of activity, costs 
and profits can affect performance. (4 marks) 
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b. With reference to the article, comment on two financial reasons for Woolworths closing down 30 
Big W stores. (4 marks) 
 

 
 

 

2020  
Section  

Question 
21.c. 

 
CSR + 
CVP 

Describe two non-financial factors that Woolworths could have considered before deciding to close 
down the Big W stores. (4 marks) 
 
Note: this Question relates to both CSR and CVP regarding qualitative factors to consider when 
making department/product shut down decisions. 
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Unit 3 – 10. Budgets 

 
Section 1 

 

2022 

Section 1 

Question 11 

 

Budgets 

Which of the following would be shown as a favourable variance in a performance report? 
 
(a) actual receipts for sales $120,000, budgeted sales receipts $112,000 
(b) budgeted wages expense $340,000, actual wages expense $460,000 
(c) actual cash paid for a new machine $563,000; budgeted purchase price $450,000 
(d) actual gross profit $42,000, budgeted gross profit $50,000 

 

2022 

Section 1 

Question 2 

 

Budgets 

The purpose of performance reports is to assist management with 
 
(a) planning for the future and reporting to shareholders. 
(b) investigating favourable and unfavourable variances and budgeting for the future. 
(c) comparing actual results with budgeted results and reporting to shareholders. 
(d) investigating favourable and unfavourable variances and preparing external reports. 

 

2021  
Section  

Question 8 

 

Budgets 

A series of interrelated budget documents that help a business with planning and decision making is 
referred to as a 
 
(a) budgeted financial statement. 
(b) master budget. 
(c) budgeted profit and loss statement. 
(d) cash budget. 

 

2019  
Section  

Question 
11 

 
Budgets 

Performance reports 
 
(a) inform shareholders about the business’ performance. 
(b) compare actual financial performance with the budget. 
(c) should relate only to financial outcomes. 
(d) should always allocate responsibility for poor performance. 
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Section 2 

 

2023 

Section 2 

Question 
17 

 

Budgets 

Kwisty Pastries Pty Ltd has prepared a cash budget for the six months ending 31 December 2023. 
 

 
 
Additional information: 

• Credit sales are usually received in the month of sale, less 1.5% discount. 
• Accounts receivable balance as at 30 June 2023 was $30,850 and it is expected the 

balance of accounts receivable as at 31 December 2023 will be $25,850. 
• Cost of sales for the period is expected to be $105,000. 
• Advertising is expected to be paid on 1 November 2023 for a three-month campaign due to 

commence on 1 December 2023. 
• The sale of the pastry oven is expected to take place on 1 October 2023. The asset was 

purchased for $13,500 and accumulated depreciation as at the expected date of sale will be 
$2,500. 

• Accrued wages as at 31 December 2023 is expected to be $1,250. There were no accrued 
wages as at 1 July 2023. 

• Depreciation expense of the new pastry oven for the period is expected to be $1,500. 
• Insurance premium costs are due to be paid on 1 November 2023 for a period of 12 months 

in advance. 
• All other expenses are expected to be paid as incurred. 
• The company tax rate is 30%. 
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(a) Prepare a budgeted income statement for the six months ending 31 December 2023. The 
company uses the accrual method of accounting. Round all figures to the nearest whole dollar. (25 
marks) 
 
Workings: 
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Kwisty Pastries Pty Ltd 

Budgeted income statement 
for the six months ending 31 December 2023 
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(b) Explain one purpose of a budgeted income statement. (3 marks) 
 
 

 
 

 
 

 
 

 
 

 
 

 

 

2022 

Section 3 

Question 
21a 

 

Budgets 

Juntrae Pty Ltd is a small company based in Perth and has two directors who are also the only 
shareholders. The company produces quality hair products that are sold throughout Australia and 
New Zealand. 
 
Kelly Bianchi, one of the directors, has developed the knowledge and experience to produce the 
quality hair products and also oversees their production and marketing. 
 
Lee Chao is the other director and majority shareholder. Lee provided the funding to help start up 
the business but does not get involved in its day-to-day running. Lee is happy to receive an annual 
dividend and leave the management of the business to Kelly. 
 
The company has a small number of employees who are involved in the production process, but 
Kelly tries to do all the administration work to help keep costs down. 
 
An accountant prepares financial reports and completes the tax work for Juntrae Pty Ltd. The 
accountant has raised the following issues: 
 

• Juntrae Pty Ltd appears to make frequent use of its overdraft facility 

• while the sales figures are excellent, profit is declining 

• debtors frequently pay what they owe after the due date 

• creditors are often paid late and this sometimes leads to late payment costs being incurred 

• inventory levels are quite high and the cost of sales has increased significantly over the past 
twelve months. 

 
The accountant is suggesting that Juntrae Pty Ltd should be undertaking significant planning and 
control to protect its assets, ensure the company has cash flow to pay debts and to investigate why 
profits are declining. 
 
Although Kelly is concerned about the accountant’s advice, Lee is confident that she will sort out the 
problems and is not interested in getting involved in the running of the company. 
 
(a) Identify any two components of a master budget and describe two budgets that might assist  
Juntrae Pty Ltd to identify and manage problems before they occur. (6 marks) 
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2022 

Section 2 

Question 
18 

 

Budgets 

Lawdsher Ltd is preparing a cash budget for May and June 2023. 
 
All sales are on credit and 20% are collected during the month of sale, 50% in the month following 
sale, 20% in the second month following sale and 8% in the third month following sale. The 
remaining 2% are treated as uncollectable. 
 
The company pays for 80% of purchases in the month after purchase and the balance in the 
following month. 
 
Fixed selling expenses amount to $4,400 per month plus variable selling expenses equal to 5% of 
the previous month’s sales. Administration expenses are estimated to be $8,800 per month, which 
includes $3,200 of depreciation expense. Finance expenses are $800 per month. All expenses other 
than purchases are paid for in the month they are incurred. It is planned to purchase equipment for 
$14,400 cash during May 2023. A $6,000 loan payable will be repaid during July 2023. The interest 
due on the loan is calculated at 7% per annum, paid monthly. 
 
The company’s expected cash at bank balance on 1 May 2023 is $9,000 credit. 
 

 
 
Required 

 
(a) Prepare a schedule of collections from debtors for each of the months of May and June 2023. (8 
marks) 
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Lawdsher Ltd 

Schedule of collections from debtors 

for the months of May and June 2023 
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(b) Prepare a cash budget for the months of May and June 2023, showing the cash balance at the 
end of each month. (19 marks) 
 
Workings: 
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Lawdsher Ltd 

Cash budget 
for the months of May and June 2023 
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(c) Describe three courses of action a public company could consider to prevent or reduce a 
shortfall in cash that has been predicted by its cash budget. (6 marks) 
 
One: 

 
 

 
 

 
 

 
Two: 

 
 

 
 

 
 

 
Three: 
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2021  
Section  

Question 
17.a-b. 

 

Budgets 

 
 
Required 

a. Prepare a budgeted income statement for the two months ending 31 August 2022. (22 marks) 
 
Workings 
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b. Outline two purposes of a budgeted income statement. (4 marks) 
 
One: 
 

 

 

 

 

 

 

 

Two: 
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2019  
Section  

Question 
17.a-c. 

 
Budgets 

The following information has been provided to you by Meeieogoes Enterprises. 
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a. Prepare a debtors schedule outlining the total cash collected from debtors in the month of October 
2020. (7 marks) 
 

 

 

 

b. Prepare a cash budget for Meeiegoes Enterprises for the month ending 31 October 2020. (18 
marks) 
 

Workings: 
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c. Explain the nature and importance of the master budget. (4 marks) 
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Section 3 

 

2023 

Section 3 

Question 
21b 

 

Budgets 

Jan and Lee Tracz are the directors of Jaleetraz Pty Ltd. They manage the day-to-day running of 
their business, which manufactures fencing suitable for factories and homes. The cost of purchasing 
the aluminium and metal supplies for their fencing has increased over the past year but they have 
not been able to increase the selling price due to increased competition in the market. Other costs, 
including factory and office rental, and other day-to-day costs of running their business, have also 
increased over the year. 
 
Over the last two years Jan and Lee have begun to worry about the level of cash they have 
available to pay staff and creditors. Some creditors are requesting immediate payment of their 
accounts. Profits have also declined over the two years. 
 
The following information has been extracted from the financial reports of Jaleetraz Pty Ltd. 
 

 
 
(b) Explain the importance of a master budget and identify three of its components. (6 marks) 
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2020  
Section  

Question 
22.a-d. 

 
Budgets 
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You have been asked by the directors of Junapara Pty Ltd to review the information provided and 
address the points which follow. 
 

a. Describe the purpose of performance reports and their function, and provide two examples from 
Junapara Pty Ltd’s financial information where this is illustrated. (6 marks) 
 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 
b. The performance reports of Junapara Pty Ltd identify the amount of the variances in cost of sales 
and cash collected from accounts receivable. For each of these variances, state whether they are 
favourable or unfavourable and provide a possible reason for each variance. (4 marks) 
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c. Analyse the information provided by Junapara Pty Ltd to evaluate two financial issues that will 
adversely affect their ability to expand the business. (6 marks) 
 

 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 
d. Use the information in the performance reports of Junapara Pty Ltd to explain the difference 
between cash and accrual performance reporting and provide two examples to illustrate your 
answer. (4 marks) 
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Marking Guide – Section 1 

 

2022 

Section 1 

Question 11 

 

Budgets 

Which of the following would be shown as a favourable variance in a performance report? 
 
(a) actual receipts for sales $120,000, budgeted sales receipts $112,000 – Answer 
(b) budgeted wages expense $340,000, actual wages expense $460,000 
(c) actual cash paid for a new machine $563,000; budgeted purchase price $450,000 
(d) actual gross profit $42,000, budgeted gross profit $50,000 

 

2022 

Section 1 

Question 2 

 

Budgets 

The purpose of performance reports is to assist management with 
 
(a) planning for the future and reporting to shareholders. 
(b) investigating favourable and unfavourable variances and budgeting for the future. – 
Answer 
(c) comparing actual results with budgeted results and reporting to shareholders. 
(d) investigating favourable and unfavourable variances and preparing external reports. 

 

2021  
Section 1  

Question 8 

 

Budgets 

A series of interrelated budget documents that help a business with planning and decision making is 
referred to as a 
 
(a) budgeted financial statement. 
(b) master budget. – Answer 
(c) budgeted profit and loss statement. 
(d) cash budget. 

 

2019  
Section  1 

Question 
11 

 
Budgets 

Performance reports 
 
(a) inform shareholders about the business’ performance. 
(b) compare actual financial performance with the budget. – Answer 
(c) should relate only to financial outcomes. 
(d) should always allocate responsibility for poor performance. 
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Marking Guide – Section 2 

 

2023 

Section 2 

Question 
17 

 

Budgets 

Kwisty Pastries Pty Ltd has prepared a cash budget for the six months ending 31 December 2023. 
 

 
 
Additional information: 

• Credit sales are usually received in the month of sale, less 1.5% discount. 
• Accounts receivable balance as at 30 June 2023 was $30,850 and it is expected the 

balance of accounts receivable as at 31 December 2023 will be $25,850. 
• Cost of sales for the period is expected to be $105,000. 
• Advertising is expected to be paid on 1 November 2023 for a three-month campaign due to 

commence on 1 December 2023. 
• The sale of the pastry oven is expected to take place on 1 October 2023. The asset was 

purchased for $13,500 and accumulated depreciation as at the expected date of sale will be 
$2,500. 

• Accrued wages as at 31 December 2023 is expected to be $1,250. There were no accrued 
wages as at 1 July 2023. 

• Depreciation expense of the new pastry oven for the period is expected to be $1,500. 
• Insurance premium costs are due to be paid on 1 November 2023 for a period of 12 months 

in advance. 
• All other expenses are expected to be paid as incurred. 
• The company tax rate is 30%. 
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(a) Prepare a budgeted income statement for the six months ending 31 December 2023. The 
company uses the accrual method of accounting. Round all figures to the nearest whole dollar. (25 
marks) 
 
Workings: 
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(b) Explain one purpose of a budgeted income statement. (3 marks) 
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2022 

Section 3 

Question 
21a 

 

Budgets 

Juntrae Pty Ltd is a small company based in Perth and has two directors who are also the only 
shareholders. The company produces quality hair products that are sold throughout Australia and 
New Zealand. 
 
Kelly Bianchi, one of the directors, has developed the knowledge and experience to produce the 
quality hair products and also oversees their production and marketing. 
 
Lee Chao is the other director and majority shareholder. Lee provided the funding to help start up 
the business but does not get involved in its day-to-day running. Lee is happy to receive an annual 
dividend and leave the management of the business to Kelly. 
 
The company has a small number of employees who are involved in the production process, but 
Kelly tries to do all the administration work to help keep costs down. 
 
An accountant prepares financial reports and completes the tax work for Juntrae Pty Ltd. The 
accountant has raised the following issues: 
 

• Juntrae Pty Ltd appears to make frequent use of its overdraft facility 

• while the sales figures are excellent, profit is declining 

• debtors frequently pay what they owe after the due date 

• creditors are often paid late and this sometimes leads to late payment costs being incurred 

• inventory levels are quite high and the cost of sales has increased significantly over the past 
twelve months. 

 
The accountant is suggesting that Juntrae Pty Ltd should be undertaking significant planning and 
control to protect its assets, ensure the company has cash flow to pay debts and to investigate why 
profits are declining. 
 
Although Kelly is concerned about the accountant’s advice, Lee is confident that she will sort out the 
problems and is not interested in getting involved in the running of the company. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

Unit 3 – 10. Budgets – Marking Guide – Section 2 
Essential Insight Exam Guide – 2025 Edition – Page 143 

(a) Identify any two components of a master budget and describe two budgets that might assist  
Juntrae Pty Ltd to identify and manage problems before they occur. (6 marks) 
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2022 

Section 2 

Question 
18 

 

Budgets 

Lawdsher Ltd is preparing a cash budget for May and June 2023. 
 
All sales are on credit and 20% are collected during the month of sale, 50% in the month following 
sale, 20% in the second month following sale and 8% in the third month following sale. The 
remaining 2% are treated as uncollectable. 
 
The company pays for 80% of purchases in the month after purchase and the balance in the 
following month. 
 
Fixed selling expenses amount to $4,400 per month plus variable selling expenses equal to 5% of 
the previous month’s sales. Administration expenses are estimated to be $8,800 per month, which 
includes $3,200 of depreciation expense. Finance expenses are $800 per month. All expenses other 
than purchases are paid for in the month they are incurred. It is planned to purchase equipment for 
$14,400 cash during May 2023. A $6,000 loan payable will be repaid during July 2023. The interest 
due on the loan is calculated at 7% per annum, paid monthly. 
 
The company’s expected cash at bank balance on 1 May 2023 is $9,000 credit. 
 

 
 
Required 

 
(a) Prepare a schedule of collections from debtors for each of the months of May and June 2023. (8 
marks) 
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(b) Prepare a cash budget for the months of May and June 2023, showing the cash balance at the 
end of each month. (19 marks) 
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(c) Describe three courses of action a public company could consider to prevent or reduce a 
shortfall in cash that has been predicted by its cash budget. (6 marks) 
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2021  
Section 2 

Question 
17.a-b. 

 

Budgets 

a. Prepare a budgeted income statement for the two months ending 31 August 2022. (22 marks) 
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b. Outline two purposes of a budgeted income statement. (4 marks) 
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2019  
Section 2  
Question 

17.a-c. 
 

Budgets 

a. Prepare a debtors schedule outlining the total cash collected from debtors in the month of October 
2020. (7 marks) 
 

 
 
b. Prepare a cash budget for Meeiegoes Enterprises for the month ending 31 October 2020. (18 
marks) 
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c. Explain the nature and importance of the master budget. (4 marks) 
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Marking Guide – Section 3 

 

2023 

Section 3 

Question 
21b 

 

Budgets 

Jan and Lee Tracz are the directors of Jaleetraz Pty Ltd. They manage the day-to-day running of 
their business, which manufactures fencing suitable for factories and homes. The cost of purchasing 
the aluminium and metal supplies for their fencing has increased over the past year but they have 
not been able to increase the selling price due to increased competition in the market. Other costs, 
including factory and office rental, and other day-to-day costs of running their business, have also 
increased over the year. 
 
Over the last two years Jan and Lee have begun to worry about the level of cash they have 
available to pay staff and creditors. Some creditors are requesting immediate payment of their 
accounts. Profits have also declined over the two years. 
 
The following information has been extracted from the financial reports of Jaleetraz Pty Ltd. 
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(b) Explain the importance of a master budget and identify three of its components. (6 marks) 
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2020  
Section 3 

Question 
22.a.-d. 

 
Budgets 

a. Describe the purpose of performance reports and their function, and provide two examples from 
Junapara Pty Ltd’s financial information where this is illustrated. (6 marks) 
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b. The performance reports of Junapara Pty Ltd identify the amount of the variances in cost of sales 
and cash collected from accounts receivable. For each of these variances, state whether they are 
favourable or unfavourable and provide a possible reason for each variance. (4 marks) 
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c. Analyse the information provided by Junapara Pty Ltd to evaluate two financial issues that will 
adversely affect their ability to expand the business. (6 marks) 
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d. Use the information in the performance reports of Junapara Pty Ltd to explain the difference 
between cash and accrual performance reporting and provide two examples to illustrate your answer. 
(4 marks) 
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Unit 3 – 11. Business Planning 

 
Section 1 

 

2023 

Section 1 

Question 9 

 

Business 
Planning 

A business that adopts a differentiation strategy 
 
(a) buys new products to sell to consumers at a higher price than its competitors. 
(b) ensures that the selling price of its products is different from that of its competitors. 
(c) highlights the distinguishing features of its products compared with its competitors. 
(d) sells similar products at a lower price than its competitors. 

 

2022 

Section 1 

Question 
14 

 

Business 
Planning 

Cost leadership means that a business 
 
(a) has the lowest market share compared to its competitors. 
(b) has the greatest market share compared to its competitors. 
(c) charges higher prices than its competitors in the same market. 
(d) charges lower prices than its competitors in the same market. 

 

2020  
Section 1 

Question 
10 

 
Business 
Planning 

A product differentiation strategy means that the organisation must 
 
(a) ensure it sells a variety of different products. 
(b) provide a product, with a unique quality, different from its competitors. 
(c) change the type of products it sells on a regular basis. 
(d) provide a product cheaper than its competitors, even if the product is not different. 

 

2019  
Section 1 

Question 9 

 
Business 
Planning 

Cost leadership is a strategy that 
 
(a) enables a business to sell its goods or services at the same price as its competitors. 
(b) recognises a business as providing a product that is distinct from competing products. 
(c) focuses on the lowering of costs to improve the business’ competitive position. 
(d) measures a business’ overheads costs in relation to producing goods and Services. 
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Section 2 

 
There have been no questions on this topic for this section in the exams of recent years.  
 
Section 3 

 

2023 

Section 3 

Question 
21c 

 

Business 
Planning 

Jan and Lee Tracz are the directors of Jaleetraz Pty Ltd. They manage the day-to-day running of 
their business, which manufactures fencing suitable for factories and homes. The cost of purchasing 
the aluminium and metal supplies for their fencing has increased over the past year but they have 
not been able to increase the selling price due to increased competition in the market. Other costs, 
including factory and office rental, and other day-to-day costs of running their business, have also 
increased over the year. 
 
Over the last two years Jan and Lee have begun to worry about the level of cash they have 
available to pay staff and creditors. Some creditors are requesting immediate payment of their 
accounts. Profits have also declined over the two years. 
 
The following information has been extracted from the financial reports of Jaleetraz Pty Ltd. 
 

 
 
(c) Describe the importance of business planning to Jan and Lee Tracz in relation to reducing costs 
and risks in the management of their company. (4 marks) 
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2021  
Section 3 

Question 
22.b. 

 

Business 
Planning 

 
 

 
 
b. Describe both the cost leadership and differentiation strategies. Recommend, with a reason, the 
strategy the company should choose. (6 marks) 
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2020  
Section 3 

Question 
22.f. 

 
Business 
Planning 
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You have been asked by the directors of Junapara Pty Ltd to review the information provided and 
address the points which follow. 
 
f. Explain to the directors of Junapara Pty Ltd the importance of business planning and how it could 
contribute to the reduction of the costs involved in the company’s planned expansion. (6 marks) 
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Marking Guide – Section 1 

 

2023 

Section 1 

Question 9 

 

Business 
Planning 

A business that adopts a differentiation strategy 
 
(a) buys new products to sell to consumers at a higher price than its competitors. 
(b) ensures that the selling price of its products is different from that of its competitors. 
(c) highlights the distinguishing features of its products compared with its competitors. – 
Answer 
(d) sells similar products at a lower price than its competitors. 

 

2022 

Section 1 

Question 
14 

 

Business 
Planning 

Cost leadership means that a business 
 
(a) has the lowest market share compared to its competitors. 
(b) has the greatest market share compared to its competitors. 
(c) charges higher prices than its competitors in the same market. 
(d) charges lower prices than its competitors in the same market. – Answer 

 

2020  
Section 1 

Question 
10 

 
Business 
Planning 

A product differentiation strategy means that the organisation must 
 
(a) ensure it sells a variety of different products. 
(b) provide a product, with a unique quality, different from its competitors. – Answer 
(c) change the type of products it sells on a regular basis. 
(d) provide a product cheaper than its competitors, even if the product is not different. 

 

2019  
Section 1 

Question 9 

 
Business 
Planning 

Cost leadership is a strategy that 
 
(a) enables a business to sell its goods or services at the same price as its competitors. 
(b) recognises a business as providing a product that is distinct from competing products. 
(c) focuses on the lowering of costs to improve the business’ competitive position. – Answer 
(d) measures a business’ overheads costs in relation to producing goods and Services. 
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Marking Guide – Section 2 

 
There have been no questions on this topic for this section in the exams of recent years.  
 
Marking Guide – Section 3 

 

2023 

Section 3 

Question 
21c 

 

Business 
Planning 

Jan and Lee Tracz are the directors of Jaleetraz Pty Ltd. They manage the day-to-day running of 
their business, which manufactures fencing suitable for factories and homes. The cost of purchasing 
the aluminium and metal supplies for their fencing has increased over the past year but they have 
not been able to increase the selling price due to increased competition in the market. Other costs, 
including factory and office rental, and other day-to-day costs of running their business, have also 
increased over the year. 
 
Over the last two years Jan and Lee have begun to worry about the level of cash they have 
available to pay staff and creditors. Some creditors are requesting immediate payment of their 
accounts. Profits have also declined over the two years. 
 
The following information has been extracted from the financial reports of Jaleetraz Pty Ltd. 
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(c) Describe the importance of business planning to Jan and Lee Tracz in relation to reducing costs 
and risks in the management of their company. (4 marks) 
 

 
 

 

2021  
Section 3 

Question 
22.b. 

 

Business 
Planning 

b. Describe both the cost leadership and differentiation strategies. Recommend, with a reason, the 
strategy the company should choose. (6 marks) 
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2020  
Section 3 

Question 
22.f. 

 
Business 
Planning 

f. Explain to the directors of Junapara Pty Ltd the importance of business planning and how it could 
contribute to the reduction of the costs involved in the company’s planned expansion. (6 marks) 
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Unit 3 – 12. Capital Investment 
 
Section 1 

 

2022 

Section 1 

Question 5 

 

Capital 
Investment 

A company plans to buy equipment costing $39,000 and has net cash flows commencing in Year 
One of $10,000, Year Two $12,000, Year Three $15,000 and Years Four and Five $8,000 each. The 
payback period is 
 
(a) three years and three months. 
(b) three years and two months. 
(c) four years and three months. 
(d) four years and four months. 

  
2022 

Section 1 

Question 9 

 

Capital 
Investment 

A business needs to recalculate a capital investment project by decreasing the estimated interest 
rate. This will cause the net present value 
 
(a) and payback period to increase. 
(b) and payback period to decrease. 
(c) to increase and payback period to remain the same. 
(d) to decrease and payback period to remain the same. 
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Section 2 

 

2023 

Section 2 

Question 
16 

 

Capital 
Investment 

Paczalot Pty Ltd is expanding its business and will be purchasing new equipment. The company has 
two equipment purchase options to consider. 
 

 
 
(a) Calculate the net present value of equipment purchase Option 2. Round all figures to the 
nearest whole dollar. (12 marks) 
 
Workings: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Net present value of equipment purchase Option 2: ___________________________ 
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(b) On the basis of your analysis of both equipment purchase Options 1 and 2, state which option 
should be accepted. Justify your response. (4 marks) 
 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 

 

2021  
Section 2 

Question 
20.a-d. 

 

Capital 
Investment 

A business is considering an investment in a pharmaceutical development project. The initial capital 
expenditure budget is limited to $3,500,000. It has an opportunity to invest in either Option 1 or 
Option 2. The business has a required rate of return on capital investments of 12%, and usually 
expects to recover the cost of its investments in three and a half years. 
 
Net cash flows for each option are shown below: 

 
 
Required 

a. Calculate the net present value (NPV) for Option 2. (6 marks) 
 

Workings: 
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b. Calculate the payback period for Option 2. (5 marks) 
 

Workings 

 
 
 
 
 
 
 
 
 
 
 

 
 
c. The NPV for Option 1 is $82,104 and the payback period is 3 years and 6 months. Provide your 
investment recommendation for the business. Justify your response with reference to your 
calculations. (3 marks) 
 
 

 

 

 

 

 

 

 

 

 
 

 

 

 

 
d. Describe one non-financial factor that may affect capital investment decisions. (2 marks) 
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2020  
Section 2  
Question 

16.a-d. 
 

Capital 
Investment 

Hooffeners Ltd is considering the purchase of new machinery. It has obtained a quote for machinery 
(MAC1) and management has requested an analysis of the following information. 
 

 
 
Additional information: 
MAC1 will be paid for in two instalments: $100,000 cash will be paid upfront, with the balance being 
paid in Year 1. 
a. Calculate the payback period for MAC1. (9 marks) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
b. Calculate the net present value (NPV) for MAC1, rounding all figures to the nearest dollar. (10 
marks) 
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c. Hooffeners Ltd has the option to purchase different machinery (MAC2) under the same conditions 
as MAC1 and it has a net present value of $127,886. Explain, using your workings, how NPV assists 
management in deciding which machinery should be purchased. (3 marks) 
 
 

 
 

 
 

 
 

 
 

 
 

 
 
d. Describe the nature of capital investment decisions, providing two examples other than 
machinery. (3 marks) 
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2019  
Section 2  
Question 

18.a-d. 
 

Capital 
Investment 

Joenas Ltd manufactures surfing equipment. The company is considering replacing machinery at its 
factory with new technology. Management is interested in two different machines (‘A’ and ‘B’) to 
manufacture surfboards. 
 
The initial cost, estimated residual value, running costs and forecast cash inflows from the sale of 
surfboards are outlined below: 
 

 

 

a.i. Calculate the net present value (NPV) for Machine A. Round all figures to the nearest dollar. (17 
marks) 
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a.ii. Calculate the net present value (NPV) for Machine B. Round all figures to the nearest dollar. (7 
marks) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
b.i. Calculate the payback period for Machine A. (9 marks) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
b.ii. Calculate the payback period for Machine B. (4 marks) 
 
 
 
 
 
 
 
 
 
 
 
 
c. With reference to your calculations, provide a recommendation to Joenas Ltd regarding which 
machine to invest in. Justify your response. (3 marks) 
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d. Describe two non-financial factors affecting capital investment decisions. (4 marks) 
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Section 3 

 

2022 

Section 3 

Question 
22a 

 

Capital 
Investment 

Krebsaw Ltd is a manufacturing company located in Western Australia. It produces large storage 
sheds for both urban and rural properties. It has built a reputation for excellence, and demand for its 
sheds is increasing. Many orders are now coming from all over Australia. 
 
Management is considering establishing another factory in one of two different locations in Australia, 
believing it will lead to an increase in sales and reduction in transport costs. The cost of transporting 
sheds from the current factory to the proposed new locations is significant. In addition, the company 
has problems competing on price with existing shed makers in other parts of Australia. 
 
Krebsaw Ltd has provided the information below regarding payback period and net present value 
(NPV). 
 

 
 
The factory proposal for Location 1 will be in a city urban area and will be close to all transport 
systems. Government officials in Location 1 have not indicated their support for the factory project at 
this stage. 
 
The factory proposal for Location 2 will be in a rural area and close to rural customers. Government 
officials in Location 2 have already given approval for development of the proposed factory. They 
believe the factory will provide much-needed employment opportunities for people in the area. 
 
Management of Krebsaw Ltd expects that other manufacturers of sheds in both proposed locations 
will reduce their prices to ensure that they remain competitive. Krebsaw Ltd believes that its product 
is superior and will be able to compete successfully within a few months of its commencement. 
Management also believes that the company has better after-sales service than its competitors. 
 
Krebsaw Ltd is considering a long-term business finance option for the proposed purchase. 
 
(a) Based on the net present value and payback period data, which location would you recommend 
Krebsaw Ltd purchase. State two reasons for your recommendation. (3 marks) 
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2022 

Section 3 

Question 
22b 

 

Capital 
Investment 

Krebsaw Ltd is a manufacturing company located in Western Australia. It produces large storage 
sheds for both urban and rural properties. It has built a reputation for excellence, and demand for its 
sheds is increasing. Many orders are now coming from all over Australia. 
 
Management is considering establishing another factory in one of two different locations in Australia, 
believing it will lead to an increase in sales and reduction in transport costs. The cost of transporting 
sheds from the current factory to the proposed new locations is significant. In addition, the company 
has problems competing on price with existing shed makers in other parts of Australia. 
 
Krebsaw Ltd has provided the information below regarding payback period and net present value 
(NPV). 
 

 
 
The factory proposal for Location 1 will be in a city urban area and will be close to all transport 
systems. Government officials in Location 1 have not indicated their support for the factory project at 
this stage. 
 
The factory proposal for Location 2 will be in a rural area and close to rural customers. Government 
officials in Location 2 have already given approval for development of the proposed factory. They 
believe the factory will provide much-needed employment opportunities for people in the area. 
 
Management of Krebsaw Ltd expects that other manufacturers of sheds in both proposed locations 
will reduce their prices to ensure that they remain competitive. Krebsaw Ltd believes that its product 
is superior and will be able to compete successfully within a few months of its commencement. 
Management also believes that the company has better after-sales service than its competitors. 
 
Krebsaw Ltd is considering a long-term business finance option for the proposed purchase. 
 
(b) From the information provided, describe two non-financial factors that should be considered by 
management when assessing the location of the factory project. (4 marks) 
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Marking Guide – Section 1 

 

2022 

Section 1 

Question 5 

 

Capital 
Investment 

A company plans to buy equipment costing $39,000 and has net cash flows commencing in Year 
One of $10,000, Year Two $12,000, Year Three $15,000 and Years Four and Five $8,000 each. The 
payback period is 
 
(a) three years and three months. – Answer 
(b) three years and two months. 
(c) four years and three months. 
(d) four years and four months. 

 

2022 

Section 1 

Question 9 

 

Capital 
Investment 

A business needs to recalculate a capital investment project by decreasing the estimated interest 
rate. This will cause the net present value 
 
(a) and payback period to increase. 
(b) and payback period to decrease. 
(c) to increase and payback period to remain the same. – Answer 
(d) to decrease and payback period to remain the same. 
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Marking Guide – Section 2 

 

2023 

Section 2 

Question 
16 

 

Capital 
Investment 

Paczalot Pty Ltd is expanding its business and will be purchasing new equipment. The company has 
two equipment purchase options to consider. 
 

 
 
(a) Calculate the net present value of equipment purchase Option 2. Round all figures to the 
nearest whole dollar. (12 marks) 
 
Workings: 
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(b) On the basis of your analysis of both equipment purchase Options 1 and 2, state which option 
should be accepted. Justify your response. (4 marks) 
 

 
 

 

2021  
Section 2 

Question 
20.a-d. 

 

Capital 
Investment 

a. Calculate the net present value (NPV) for Option 2. (6 marks) 
 

 
 

b. Calculate the payback period for Option 2. (5 marks) 
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c. The NPV for Option 1 is $82,104 and the payback period is 3 years and 6 months. Provide your 
investment recommendation for the business. Justify your response with reference to your 
calculations. (3 marks) 
 

 
 

d. Describe one non-financial factor that may affect capital investment decisions. (2 marks) 
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2020  
Section 2 

Question 
16.a-d. 

 
Capital 

Investment 

Hooffeners Ltd is considering the purchase of new machinery. It has obtained a quote for machinery 
(MAC1) and management has requested an analysis of the following information. 
 

 
 
Additional information: 
MAC1 will be paid for in two instalments: $100,000 cash will be paid upfront, with the balance being 
paid in Year 1. 
 
a. Calculate the payback period for MAC1. (9 marks) 
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b. Calculate the net present value (NPV) for MAC1, rounding all figures to the nearest dollar. (10 
marks) 
 

 
 

c. Hooffeners Ltd has the option to purchase different machinery (MAC2) under the same conditions 
as MAC1 and it has a net present value of $127,886. Explain, using your workings, how NPV assists 
management in deciding which machinery should be purchased. (3 marks) 
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d. Describe the nature of capital investment decisions, providing two examples other than machinery. 
(3 marks) 
 

 
 

 

2019  
Section 2 

Question 
18.a-d. 

 
Capital 

Investment 

Joenas Ltd manufactures surfing equipment. The company is considering replacing machinery at its 
factory with new technology. Management is interested in two different machines (‘A’ and ‘B’) to 
manufacture surfboards. 
 
The initial cost, estimated residual value, running costs and forecast cash inflows from the sale of 
surfboards are outlined below: 
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a.i. Calculate the net present value (NPV) for Machine A. Round all figures to the nearest dollar. (17 
marks) 
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a.ii. Calculate the net present value (NPV) for Machine B. Round all figures to the nearest dollar. (7 
marks) 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

Unit 3 – 12. Capital Investment – Marking Guide – Section 2 
Essential Insight Exam Guide – 2025 Edition – Page 186 

b.i. Calculate the payback period for Machine A. (9 marks) 
 

 
 
b.ii. Calculate the payback period for Machine B. (4 marks) 
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c. With reference to your calculations, provide a recommendation to Joenas Ltd regarding which 
machine to invest in. Justify your response. (3 marks) 
 

 
 

d. Describe two non-financial factors affecting capital investment decisions. (4 marks) 
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Marking Guide – Section 3 

 

2022 

Section 3 

Question 
22a 

 

Capital 
Investment 

Krebsaw Ltd is a manufacturing company located in Western Australia. It produces large storage 
sheds for both urban and rural properties. It has built a reputation for excellence, and demand for its 
sheds is increasing. Many orders are now coming from all over Australia. 
 
Management is considering establishing another factory in one of two different locations in Australia, 
believing it will lead to an increase in sales and reduction in transport costs. The cost of transporting 
sheds from the current factory to the proposed new locations is significant. In addition, the company 
has problems competing on price with existing shed makers in other parts of Australia. 
 
Krebsaw Ltd has provided the information below regarding payback period and net present value 
(NPV). 
 

 
 
The factory proposal for Location 1 will be in a city urban area and will be close to all transport 
systems. Government officials in Location 1 have not indicated their support for the factory project at 
this stage. 
 
The factory proposal for Location 2 will be in a rural area and close to rural customers. Government 
officials in Location 2 have already given approval for development of the proposed factory. They 
believe the factory will provide much-needed employment opportunities for people in the area. 
 
Management of Krebsaw Ltd expects that other manufacturers of sheds in both proposed locations 
will reduce their prices to ensure that they remain competitive. Krebsaw Ltd believes that its product 
is superior and will be able to compete successfully within a few months of its commencement. 
Management also believes that the company has better after-sales service than its competitors. 
 
Krebsaw Ltd is considering a long-term business finance option for the proposed purchase. 
 
(a) Based on the net present value and payback period data, which location would you recommend 
Krebsaw Ltd purchase. State two reasons for your recommendation. (3 marks) 
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2022 

Section 3 

Question 
22b 

 

Capital 
Investment 

Krebsaw Ltd is a manufacturing company located in Western Australia. It produces large storage 
sheds for both urban and rural properties. It has built a reputation for excellence, and demand for its 
sheds is increasing. Many orders are now coming from all over Australia. 
 
Management is considering establishing another factory in one of two different locations in Australia, 
believing it will lead to an increase in sales and reduction in transport costs. The cost of transporting 
sheds from the current factory to the proposed new locations is significant. In addition, the company 
has problems competing on price with existing shed makers in other parts of Australia. 
 
Krebsaw Ltd has provided the information below regarding payback period and net present value 
(NPV). 
 

 
 
The factory proposal for Location 1 will be in a city urban area and will be close to all transport 
systems. Government officials in Location 1 have not indicated their support for the factory project at 
this stage. 
 
The factory proposal for Location 2 will be in a rural area and close to rural customers. Government 
officials in Location 2 have already given approval for development of the proposed factory. They 
believe the factory will provide much-needed employment opportunities for people in the area. 
 
Management of Krebsaw Ltd expects that other manufacturers of sheds in both proposed locations 
will reduce their prices to ensure that they remain competitive. Krebsaw Ltd believes that its product 
is superior and will be able to compete successfully within a few months of its commencement. 
Management also believes that the company has better after-sales service than its competitors. 
 
Krebsaw Ltd is considering a long-term business finance option for the proposed purchase. 
 
(b) From the information provided, describe two non-financial factors that should be considered by 
management when assessing the location of the factory project. (4 marks) 
 

 



 

Unit 4 – 13. Accounting Standards – Section 1 
Essential Insight Exam Guide – 2025 Edition – Page 190 

Unit 4 – Financial Accounting 

 

Unit 4 – 13. Accounting Standards 

 
Section 1 

 

2021  
Section 1 

Question 5 

 

Accounting 
Standards 

Australian Accounting Standards apply to 
 
(a) all companies registered with the AASB. 
(b) all public and proprietary companies. 
(c) public companies and other reporting entities. 
(d) only public companies. 

 

2019  
Section 1 

Question 
12 

 
Accounting 
Standards 

The purpose of Australian accounting standards do not include 
 
(a) providing protection for external users of financial reports. 
(b) promoting investor confidence in Australian capital markets. 
(c) assisting company directors in discharging their obligations. 
(d) setting benchmarks for companies to measure their performance 

 
Section 2 

 

2020  
Section 2 

Question 
19.d. 

 
Accounting 
Standards 

Outline three ways in which the Australian Accounting Standards help protect the external users of 
general purpose financial reports. (6 marks) 
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Section 3 

 

2021  
Section 3 

Question 
23.e. 

 

Accounting 
Standards 

 
 

 
 
e. Explain three purposes of accounting standards. (9 marks) 
 

 

 

 

 

 

 

 

 

 



 

Unit 4 – 13. Accounting Standards – Section 3 
Essential Insight Exam Guide – 2025 Edition – Page 192 
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Marking Guide – Section 1 

 

2021  
Section 1 

Question 5 

 

Accounting 
Standards 

Australian Accounting Standards apply to 
 
(a) all companies registered with the AASB. 
(b) all public and proprietary companies. 
(c) public companies and other reporting entities. – Answer 
(d) only public companies. 

 

2019  
Section 1 

Question 
12 

 
Accounting 
Standards 

The purpose of Australian accounting standards do not include 
 
(a) providing protection for external users of financial reports. 
(b) promoting investor confidence in Australian capital markets. 
(c) assisting company directors in discharging their obligations. 
(d) setting benchmarks for companies to measure their performance – Answer 

 
Marking Guide – Section 2 

 

2020  
Section 2 

Question 
19.d. 

 
Accounting 
Standards 

Outline three ways in which the Australian Accounting Standards help protect the external users of 
general purpose financial reports. (6 marks) 
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Marking Guide – Section 3 

 

2021  
Section 3 

Question 
23.e. 

 

Accounting 
Standards 

Explain three purposes of accounting standards. (9 marks) 
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Unit 4 – 14. AASB Conceptual Framework for Financial Reporting 

 
Section 1 

 

2023 

Section 1 

Question 10 

 

AASB 
Conceptual 
Framework 

for 
Financial 
Reporting 

A reporting entity is 
 
(a) a legal entity as per the Conceptual Framework for Financial Reporting. 
(b) required to or chooses to prepare general purpose financial reports. 
(c) limited to only large proprietary companies or public companies. 
(d) not required to report in accordance with the accounting standards. 

 

2023 

Section 1 

Question 11 

 

AASB 
Conceptual 
Framework 

for 
Financial 
Reporting 

The Conceptual Framework for Financial Reporting 
 
(a) is administered by the Australian Securities and Investment Commission. 
(b) has been developed by the Financial Reporting Council. 
(c) defines the essential principles and content of general purpose financial reports. 
(d) must be complied with by all Australian companies. 

 

2022 

Section 1 

Question 12 

 

AASB 
Conceptual 
Framework 

for 
Financial 
Reporting 

The enhancing qualitative characteristics in the Conceptual Framework for Financial Reporting are 
 
(a) comparability, reliability, materiality, consistency. 
(b) understandability, timeliness, readability, uniformity. 
(c) uniformity, comparability, consistency, reliability. 
(d) verifiability, timeliness, comparability, understandability. 

 

2021  
Section 1 

Question 1 

 

AASB 
Conceptual 
Framework 

for 
Financial 
Reporting 

According to the Conceptual Framework, in order for an asset to be recognised in the financial 
statements it must 
 
(a) be relevant information about the asset. 
(b) meet the definition of an asset. 
(c) be a faithful representation of the asset. 
(d) all of the above. 

 

2020  
Section 1 

Question 7 

 
AASB 

Conceptual 
Framework 

for 
Financial 
Reporting 

The Conceptual Framework identifies fundamental qualitative characteristics of financial information, 
including 
 
(a) relevance and timeliness. 
(b) materiality and comparability. 
(c) understandability and comparability. 
(d) relevance and faithful representation. 
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2020  
Section 1 

Question 
13 

 
AASB 

Conceptual 
Framework 

for 
Financial 
Reporting 

One of the objectives of general purpose financial reporting is to provide 
 
(a) financial information that is useful for external users in making investing decisions. 
(b) financial information solely for management decision-making. 
(c) future-focused budget reports that will be useful for external users.  
(d) financial information to shareholders only 
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Section 2 

 
There have been no questions on this topic for this section in the exams of recent years.  
 
Section 3 

 

2022 

Section 3 

Question 
21d 

 

AASB 
Conceptual 
Framework 

for 
Financial 
Reporting 

Juntrae Pty Ltd is a small company based in Perth and has two directors who are also the only 
shareholders. The company produces quality hair products that are sold throughout Australia and 
New Zealand. 
 
Kelly Bianchi, one of the directors, has developed the knowledge and experience to produce the 
quality hair products and also oversees their production and marketing. 
 
Lee Chao is the other director and majority shareholder. Lee provided the funding to help start up 
the business but does not get involved in its day-to-day running. Lee is happy to receive an annual 
dividend and leave the management of the business to Kelly. 
 
The company has a small number of employees who are involved in the production process, but 
Kelly tries to do all the administration work to help keep costs down. 
 
An accountant prepares financial reports and completes the tax work for Juntrae Pty Ltd. The 
accountant has raised the following issues: 
 

• Juntrae Pty Ltd appears to make frequent use of its overdraft facility 

• while the sales figures are excellent, profit is declining 

• debtors frequently pay what they owe after the due date 

• creditors are often paid late and this sometimes leads to late payment costs being incurred 

• inventory levels are quite high and the cost of sales has increased significantly over the past 
twelve months. 

 
The accountant is suggesting that Juntrae Pty Ltd should be undertaking significant planning and 
control to protect its assets, ensure the company has cash flow to pay debts and to investigate why 
profits are declining. 
 
Although Kelly is concerned about the accountant’s advice, Lee is confident that she will sort out the 
problems and is not interested in getting involved in the running of the company. 
 
(d) State the objective of general purpose financial reporting and outline two of its fundamental 
qualitative characteristics as per the Conceptual Framework for Financial Reporting. (5 marks) 
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Marking Guide – Section 1 

 

2023 

Section 1 

Question 10 

 

AASB 
Conceptual 
Framework 

for 
Financial 
Reporting 

A reporting entity is 
 
(a) a legal entity as per the Conceptual Framework for Financial Reporting. 
(b) required to or chooses to prepare general purpose financial reports. – Answer 
(c) limited to only large proprietary companies or public companies. 
(d) not required to report in accordance with the accounting standards. 

 

2023 

Section 1 

Question 11 

 

AASB 
Conceptual 
Framework 

for 
Financial 
Reporting 

The Conceptual Framework for Financial Reporting 
 
(a) is administered by the Australian Securities and Investment Commission. 
(b) has been developed by the Financial Reporting Council. 
(c) defines the essential principles and content of general purpose financial reports. – 
Answer 
(d) must be complied with by all Australian companies. 

 

2022 

Section 1 

Question 12 

 

AASB 
Conceptual 
Framework 

for 
Financial 
Reporting 

The enhancing qualitative characteristics in the Conceptual Framework for Financial Reporting are 
 
(a) comparability, reliability, materiality, consistency. 
(b) understandability, timeliness, readability, uniformity. 
(c) uniformity, comparability, consistency, reliability. 
(d) verifiability, timeliness, comparability, understandability. – Answer 

 

2021  
Section 1 

Question 1 

 

AASB 
Conceptual 
Framework 

for 
Financial 
Reporting 

According to the Conceptual Framework, in order for an asset to be recognised in the financial 
statements it must 
 
(a) be relevant information about the asset. 
(b) meet the definition of an asset. 
(c) be a faithful representation of the asset. 
(d) all of the above. – Answer 

 

2020  
Section 2 

Question 7 

 
AASB 

Conceptual 
Framework 

for 
Financial 
Reporting 

The Conceptual Framework identifies fundamental qualitative characteristics of financial information, 
including 
 
(a) relevance and timeliness. 
(b) materiality and comparability. 
(c) understandability and comparability. 
(d) relevance and faithful representation. – Answer 
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2020  
Section 2 

Question 
13 

 
AASB 

Conceptual 
Framework 

for 
Financial 
Reporting 

One of the objectives of general purpose financial reporting is to provide 
 
(a) financial information that is useful for external users in making investing decisions. – 
Answer  
(b) financial information solely for management decision-making. 
(c) future-focused budget reports that will be useful for external users.  
(d) financial information to shareholders only 

 
Marking Guide – Section 2 

 
There have been no questions on this topic for this section in the exams of recent years.  
 
Marking Guide – Section 3 

 

2022 

Section 3 

Question 
21d 

 

AASB 
Conceptual 
Framework 

for 
Financial 
Reporting 

Juntrae Pty Ltd is a small company based in Perth and has two directors who are also the only 
shareholders. The company produces quality hair products that are sold throughout Australia and 
New Zealand. 
 
Kelly Bianchi, one of the directors, has developed the knowledge and experience to produce the 
quality hair products and also oversees their production and marketing. 
 
Lee Chao is the other director and majority shareholder. Lee provided the funding to help start up 
the business but does not get involved in its day-to-day running. Lee is happy to receive an annual 
dividend and leave the management of the business to Kelly. 
 
The company has a small number of employees who are involved in the production process, but 
Kelly tries to do all the administration work to help keep costs down. 
 
An accountant prepares financial reports and completes the tax work for Juntrae Pty Ltd. The 
accountant has raised the following issues: 
 

• Juntrae Pty Ltd appears to make frequent use of its overdraft facility 

• while the sales figures are excellent, profit is declining 

• debtors frequently pay what they owe after the due date 

• creditors are often paid late and this sometimes leads to late payment costs being incurred 

• inventory levels are quite high and the cost of sales has increased significantly over the past 
twelve months. 

 
The accountant is suggesting that Juntrae Pty Ltd should be undertaking significant planning and 
control to protect its assets, ensure the company has cash flow to pay debts and to investigate why 
profits are declining. 
 
Although Kelly is concerned about the accountant’s advice, Lee is confident that she will sort out the 
problems and is not interested in getting involved in the running of the company. 
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(d) State the objective of general purpose financial reporting and outline two of its fundamental 
qualitative characteristics as per the Conceptual Framework for Financial Reporting. (5 marks) 
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Unit 4 – 15. Companies 

 
Section 1 

 

2023 

Section 1 

Question 1 

 

Companies 

The characteristics of a company include 
 
(a) continuity of existence and the separation of ownership and management. 
(b) a requirement to comply with the Corporations Act 2001 and to have more than one owner. 
(c) unlimited liability and being a separate legal entity. 
(d) ease of transferability of ownership and unlimited liability. 

 

2023 

Section 1 

Question 8 

 

Companies 

The replaceable rules contained in the Corporations Act 2001 are a 
 
(a) default set of rules that apply when a company does not have its own constitution. 
(b) set of rules that must be followed by all registered companies. 
(c) set of rules that can override the provisions of a company’s constitution. 
(d) set of rules that state how a company must present its annual report. 

 

2022 

Section 1 

Question 15 

 

Companies 

The directors declared a dividend on 30 April 2022. This will result in 
 
(a) an increase in the bank balance. 
(b) a decrease in equity. 
(c) a decrease in liabilities. 
(d) an increase in assets. 

 

2022 

Section 1 

Question 13 

 

Companies 

Which of the following would be included in a statement of changes in equity? 
 
(a) amount of cash that the company has on hand 
(b) decreases in the retained earnings balance 
(c) final dividends declared and paid after the reporting date 
(d) increases in income tax owed 

 

2022 

Section 1 

Question 6 

 

Companies 

A general journal entry to record payment of share issue costs is to 
 
(a) debit Bank, credit Share issue costs. 
(b) debit Share capital, credit Share issue costs. 
(c) debit Bank, credit Share capital. 
(d) debit Share issue costs, credit Bank. 

 

2022 

Section 1 

Question 3 

 

Companies 

The debit side of the Retained earnings ledger account could include 
 
(a) profit for the period, dividends, transfer to General reserve. 
(b) profit for the period, dividends, transfer from General reserve. 
(c) loss for the period, dividends, transfer to General reserve. 
(d) loss for the period, dividends, transfer from General reserve. 
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2021  
Section 1 

Question 2 

 

Companies 

Read the following information and then answer the Question below 
 

 
 

For the year ended 30 June 2021, the company’s earnings per share were 
 
(a) $0.09 per share. 
(b) $0.10 per share. 
(c) $0.18 per share. 
(d) $0.20 per share. 

 

2021  
Section 1 

Question 6 

 

Companies 

The advantages of a company, compared with an unincorporated business such as a sole trader, 
would include 
 
(a) more flexibility in preparing financial reports. 
(b) additional government regulatory controls. 
(c) ease of transfer of ownership. 
(d) unlimited liability of the owners. 

 

2021  
Section 1 

Question 7 

 

Companies 

As at balance day, a present obligation to provide a good or service that has been paid for by a 
customer/client will be recorded in the statement of financial position as 
 
(a) an asset, accrued expense.  
(b) an asset, prepaid expense.  
(c) a liability, accrued income.  
(d) a liability, income in advance. 

 

2021  
Section 1 

Question 
15 

 

Companies 

The payment of company dividends 
 
(a) always requires shareholder approval. 
(b) are payable at a fixed rate set down in the company’s constitution. 
(c) are paid to shareholders in proportion to their shareholdings. 
(d) must be covered by the company’s current year’s after tax profit. 

 

2020  
Section 1 

Question 2 

 
Companies 

The replaceable rules contained in the Corporations Act 2001 
 
(a) must be used by all companies registered under the Act. 
(b) are rules that cannot be modified by a company. 
(c) are only a guide to help companies draw up their own constitution. 
(d) automatically apply to all companies that don’t have their own constitution 

 

2020  
Section 1 

Question 8 

 
Companies 

Shareholders in a public company have the right to 
 
(a) automatically receive a dividend payment every year. 
(b) receive audited annual financial reports from the company. 
(c) receive copies of internal budget reports from the company. 
(d) determine the interim dividend payable by the company 
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2019  
Section 1 

Question 1 

 
Companies 

The characteristics of a company include 
 
(a) separate legal entity, unlimited liability and separation of ownership and control. 
(b) continuity of existence, separate legal entity and limited liability. 
(c) limited liability, direct control by shareholders and government control through the Corporations 
Act. 
(d) the capacity to contract in the company’s name, unlimited liability and capacity to issue shares. 

 

2019  
Section 1 

Question 2 

 
Companies 

The Statement of financial position for a company 
 
(a) measures performance for the period. 
(b) enables users to evaluate the liquidity of the company. 
(c) shows changes in the equity during the period. 
(d) is prepared for internal use only. 

 

2019  
Section 1 

Question 3 

 
Companies 

The Statement of changes in equity 
 
(a) can be used by shareholders to calculate the value of their holdings. 
(b) can be incorporated within the Statement of financial position. 
(c) shows movements in the components of equity during the period. 
(d) shows the income and expenses forecast for the next period. 

 

2019  
Section 1 

Question 4 

 
Companies 

Which of the following statements is true? 
 
(a) A company’s written constitution overrides the replaceable rules. 
(b) The replaceable rules override a company’s written constitution. 
(c) A company’s prospectus overrides the replaceable rules. 
(d) A company’s prospectus overrides its written constitution. 

 

2019  
Section 1  

Question 5 

 
Companies 

The directors of Celsee-Ballerinie Ltd resolved to offer a one-for-five bonus share issue funded out 
of the asset revaluation reserve. The bonus share issue is valued at $1,200,000. What is the impact 
on equity of this bonus share issue? 
 
(a) Decrease Retained earnings; increase Share capital  
(b) Decrease Asset revaluation reserve; increase Retained earnings 
(c) Decrease Share capital; increase Asset revaluation reserve 
(d) Decrease Asset revaluation reserve; increase Share capital 

 

2019  
Section 1 

Question 8 

 
Companies 

Kardybee Ltd made a cash issue of 600,000 shares at a price of $2.50 per share payable in full on 
application. By 31 October 2020, the issue had been fully subscribed. What is the general journal 
entry to record the application of the shares? 
 
(a) DR Cash at bank $1,500,000; CR Application ordinary $1,500,000 
(b) DR Application ordinary $1,500,000; CR Share capital ordinary $1,500,000 
(c) DR Cash at bank $600,000; CR Application ordinary $600,000 
(d) DR Reserves $1,500,000; CR Share capital $1,500,000 

 

2019  
Section 1 

Question 
10 

 
Companies 

Issues of shares by a public company are 
 
(a) made only to existing shareholders in proportion to their current holdings. 
(b) always funded out of the General reserve or Revaluation reserve. 
(c) always made for cash to raise funds for the company. 
(d) made at a price per share determined by the directors 
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Section 2 

 

2023 

Section 2 

Question 
19a-c, e 

 

Companies 

 

 
 
Additional information: As at 1 July 2022: 

• Share capital consisted of 800,000 ordinary shares 

• the balance of Retained earnings was $169,000 

• the balance of the General reserve was $75,000. 
 
The following events occurred during the year ended 30 June 2023: 

• on 30 September 2022, the company made a one-for-eight bonus share issue at $0.60 
each, from the Asset revaluation reserve 

• share issue costs of $17,000 were paid on 20 October 2022 

• on 1 November 2022, Land was revalued upwards by $64,000 

• on 30 June 2023, the directors resolved to transfer $30,000 from Retained earnings to the 
General reserve. 
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(a) Prepare a Statement of changes in equity for the year ended 30 June 2023. Round all figures to 
the nearest whole dollar. (14 marks) 
 
Workings: 
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Prizright Limited 

Statement of changes in equity 

for the year ended 30 June 2023 
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(b) Prepare the Notes to the accounts for the Other components of equity for the financial year 
ended 30 June 2023. (2 marks) 
 

Prizright Limited 

Notes to the accounts (extract) 
for the period ended 30 June 2023 

 
 
Other components of equity 
 
 

 
 

 
 

 
 

 
On 1 October 2023, Prizright Limited made a cash issue of 200,000 ordinary shares at a price of 
$1.75 each, payable in full on application.  
 
The shares were fully subscribed on 10 October 2023 and allotted in full on 15 October 2023. Share 
issue costs of $2,500 were paid on 15 October 2023. 
 
 
Required 

 
(c) Prepare the journal entries for the issue of the ordinary shares. The transfer of the share issue 
costs to the share capital is required. (11 marks) 
 
Workings: 
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Prizright Limited 

General journal 
 

 
 
(e) Outline three rights of shareholders set out in the Corporations Act 2001. (6 marks) 
 
One: 

 
 

 
 

 
 

 
Two: 
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Three: 

 
 

 
 

 
 

 

 

2022 

Section 2 

Question 
20a-b 

 

Companies 

Fyndulos Ltd operates a retail business in Perth. The directors want to review the company’s 
performance and position for the year ended 30 June 2022. They have provided the following 
information. 

 

 
 
Additional information, not reflected above: 

• Plant and equipment is depreciated using the reducing balance method, at a rate of 12% 
per annum. 

• Land is to be revalued upwards on balance day by $30,000. 
• The company is subject to an income tax rate of 30%. 

 
 
 
 
 
 
 
 
 



 

Unit 4 – 15. Companies – Section 2 
Essential Insight Exam Guide – 2025 Edition – Page 210 

Required 

 
(a) Prepare the statement of comprehensive income for the year ended 30 June 2022. (11 marks) 
 
Workings: 
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Fyndulos Ltd 

Statement of comprehensive income 

for the year ended 30 June 2022 
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(b) Prepare the assets section of the statement of financial position as at 30 June 2022. (15 marks) 
 
Workings: 
 
 
 
 
 
 
 
 
 

Fyndulos Ltd 

Statement of financial position (extract) 
as at 30 June 2022 

 
Assets 
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(c) State three differences between internal and external reporting for a company. (3 marks) 
 
 
One: 

 
 

 
Two: 

 
 

 
Three: 

 
 

 
 
 
 
 
 
 
 
 
(d) Describe three difficulties faced by accountants in producing social and environmental 
information. (6 marks) 
 
One: 

 
 

 
 

 
 

 
Two: 

 
 

 
 

 
 

 
Three: 
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2021  
Section 2 

Question 
19.a-d. 

 

Companies 

Booksbank Traders Ltd has provided you with the following information at the end of the financial 
year on 30 June 2022. 

 
 
a. Prepare general journal entries to record the share issue. The transfer of the share issue costs to 
the share capital is not required. (9 marks) 
 

Workings: 
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b. Prepare notes to the accounts for Property, plant and equipment, Share capital, Other 
components of equity, and Dividends. (20 marks) 
 
Workings: 
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Share capital 
 
 

 

 

 

 

 

 

 

 

 

 

 

 
Other Components of equity (Reserves) 
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Dividends 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
c. Prepare the retained earnings general ledger account showing all entries from 1 July 2021 to 30 
June 2022. (6 marks) 
 

Workings: 
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d. Describe the purpose of a written constitution for a company (2 marks) 
 

 

 

 

 

 

 

 

 

 

 

 

 

2020  
Section 2 

Question 
19.a-c. 

 
Companies 

Stuzweec Ltd, a retail business, provided the following financial information. 
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a. Prepare the general ledger accounts to record the share issue and related costs in November 
2020. Opening balances are required. (8 marks) 
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b. Prepare a Statement of comprehensive income for the year ended 30 June 2021. (21 marks) 
 
Workings 
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c. Prepare the Statement of changes in equity for the year ended 30 June 2021. (14 marks) 
 
Workings 
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Stuzweec Limited 

Statement of changes in equity 

for the year ended 30 June 2021 
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2020  
Section 2 

Question 
19.e. 

 

Companies 

e. Identify four characteristics of companies and compare each for public and large proprietary 
companies. (8 marks) 
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2019  
Section 2 

Question 
20.d-e. 

 
Companies 

 
 
(d) Prepare BibiRexha Ltd’s Retained earnings general ledger account for the year ended 30 June 
2020. (6 marks) 
 
Workings 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

Unit 4 – 15. Companies – Section 2 
Essential Insight Exam Guide – 2025 Edition – Page 226 

 
 
(e) Prepare the Share capital and Dividends notes to the accounts for BibiRexha Ltd as at 30 June 
2020. (7 marks) 
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Section 3 

 

2022 

Section 3 

Question 
21e 

 

Companies 

Juntrae Pty Ltd is a small company based in Perth and has two directors who are also the only 
shareholders. The company produces quality hair products that are sold throughout Australia and 
New Zealand. 
 
Kelly Bianchi, one of the directors, has developed the knowledge and experience to produce the 
quality hair products and also oversees their production and marketing. 
 
Lee Chao is the other director and majority shareholder. Lee provided the funding to help start up 
the business but does not get involved in its day-to-day running. Lee is happy to receive an annual 
dividend and leave the management of the business to Kelly. 
 
The company has a small number of employees who are involved in the production process, but 
Kelly tries to do all the administration work to help keep costs down. 
 
An accountant prepares financial reports and completes the tax work for Juntrae Pty Ltd. The 
accountant has raised the following issues: 
 

• Juntrae Pty Ltd appears to make frequent use of its overdraft facility 

• while the sales figures are excellent, profit is declining 

• debtors frequently pay what they owe after the due date 

• creditors are often paid late and this sometimes leads to late payment costs being incurred 

• inventory levels are quite high and the cost of sales has increased significantly over the past 
twelve months. 

 
The accountant is suggesting that Juntrae Pty Ltd should be undertaking significant planning and 
control to protect its assets, ensure the company has cash flow to pay debts and to investigate why 
profits are declining. 
 
Although Kelly is concerned about the accountant’s advice, Lee is confident that she will sort out the 
problems and is not interested in getting involved in the running of the company. 
 
(e) Describe two characteristics that distinguish a public company and a large proprietary company. 
(4 marks) 
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2022 

Section 3 

Question 
21b 

 

Companies 

Juntrae Pty Ltd is a small company based in Perth and has two directors who are also the only 
shareholders. The company produces quality hair products that are sold throughout Australia and 
New Zealand. 
 
Kelly Bianchi, one of the directors, has developed the knowledge and experience to produce the 
quality hair products and also oversees their production and marketing. 
 
Lee Chao is the other director and majority shareholder. Lee provided the funding to help start up 
the business but does not get involved in its day-to-day running. Lee is happy to receive an annual 
dividend and leave the management of the business to Kelly. 
 
The company has a small number of employees who are involved in the production process, but 
Kelly tries to do all the administration work to help keep costs down. 
 
An accountant prepares financial reports and completes the tax work for Juntrae Pty Ltd. The 
accountant has raised the following issues: 
 

• Juntrae Pty Ltd appears to make frequent use of its overdraft facility 

• while the sales figures are excellent, profit is declining 

• debtors frequently pay what they owe after the due date 

• creditors are often paid late and this sometimes leads to late payment costs being incurred 

• inventory levels are quite high and the cost of sales has increased significantly over the past 
twelve months. 

 
The accountant is suggesting that Juntrae Pty Ltd should be undertaking significant planning and 
control to protect its assets, ensure the company has cash flow to pay debts and to investigate why 
profits are declining. 
 
Although Kelly is concerned about the accountant’s advice, Lee is confident that she will sort out the 
problems and is not interested in getting involved in the running of the company. 
 
(b) Describe three duties of directors as per the Corporations Act 2001 to help both Kelly and Lee 
understand their responsibilities as directors of Juntrae Pty Ltd. (6 marks) 
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2021  
Section 3 

Question 
22.c. 

 

Companies 

 
 

 
 
(c) Describe four duties of the directors of a company. (8 marks) 
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2021  
Section 3 

Question 

23.c-d. 
 

Companies 
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c. Explain the purpose and nature of a prospectus and identify which type of company is required to 
issue a prospectus. (5 marks) 
 

 

 

 

 

 

 

 

 

 

 

 

 

d. Describe three rights of shareholders under the new public company structure. (6 marks) 
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2019  
Section 3 

Question 
21.a. 

 
Companies 
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You have been asked by the directors of Karlid Ltd to prepare a report addressing the following 
points, with reference to the information provided where appropriate: 
 
a. Explain the purpose and nature of the Corporations Act 2001. (6 marks) 
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2019  
Section 3  
Question 

21.b. 
 

Companies 
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You have been asked by the directors of Karlid Ltd to prepare a report addressing the following 
points, with reference to the information provided where appropriate: 
 
b. Outline four duties or powers of directors of an Australian public company under the Corporations 
Act 2001. (4 marks) 
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2019  
Section 3 

Question 
21.d. 

 
Companies 
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(d) With reference to the company’s August 2020 announcement to the Australian Securities 
Exchange, evaluate the impact on the company’s management of its business finances if Karlid Ltd’s 
bank does not renew its loan. (6 marks) 
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Marking Guide – Section 1 

 

2023 

Section 1 

Question 1 

 

Companies 

The characteristics of a company include 
 
(a) continuity of existence and the separation of ownership and management. – Answer  
(b) a requirement to comply with the Corporations Act 2001 and to have more than one owner. 
(c) unlimited liability and being a separate legal entity. 
(d) ease of transferability of ownership and unlimited liability. 

 

2023 

Section 1 

Question 8 

 

Companies 

The replaceable rules contained in the Corporations Act 2001 are a 
 
(a) default set of rules that apply when a company does not have its own constitution. – 
Answer 
(b) set of rules that must be followed by all registered companies. 
(c) set of rules that can override the provisions of a company’s constitution. 
(d) set of rules that state how a company must present its annual report. 

 

2022 

Section 1 

Question 15 

 

Companies 

The directors declared a dividend on 30 April 2022. This will result in 
 
(a) an increase in the bank balance. 
(b) a decrease in equity. – Answer 
(c) a decrease in liabilities. 
(d) an increase in assets. 

 

2022 

Section 1 

Question 13 

 

Companies 

Which of the following would be included in a statement of changes in equity? 
 
(a) amount of cash that the company has on hand 
(b) decreases in the retained earnings balance – Answer 
(c) final dividends declared and paid after the reporting date 
(d) increases in income tax owed 

 

2022 

Section 1 

Question 6 

 

Companies 

A general journal entry to record payment of share issue costs is to 
 
(a) debit Bank, credit Share issue costs. 
(b) debit Share capital, credit Share issue costs. 
(c) debit Bank, credit Share capital. 
(d) debit Share issue costs, credit Bank. – Answer 

 

2022 

Section 1 

Question 3 

 

Companies 

The debit side of the Retained earnings ledger account could include 
 
(a) profit for the period, dividends, transfer to General reserve. 
(b) profit for the period, dividends, transfer from General reserve. 
(c) loss for the period, dividends, transfer to General reserve. – Answer 
(d) loss for the period, dividends, transfer from General reserve. 

 

2021  
Section 1 

Question 2 

 

Companies 

For the year ended 30 June 2021, the company’s earnings per share were 
 
(a) $0.09 per share. 
(b) $0.10 per share. 
(c) $0.18 per share. 
(d) $0.20 per share. 
 
All candidates were awarded 1 mark (date required to calculate weighted average was 
omitted). 

 

2021  
Section 1 

Question 6 

 

Companies 

The advantages of a company, compared with an unincorporated business such as a sole trader, 
would include 
 
(a) more flexibility in preparing financial reports. 
(b) additional government regulatory controls. 
(c) ease of transfer of ownership. – Answer 
(d) unlimited liability of the owners. 
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2021  
Section 1 

Question 7 

 

Companies 

As at balance day, a present obligation to provide a good or service that has been paid for by a 
customer/client will be recorded in the statement of financial position as 
 
(a) an asset, accrued expense.  
(b) an asset, prepaid expense.  
(c) a liability, accrued income.  
(d) a liability, income in advance. – Answer 

 

2021  
Section 1 

Question 
15 

 

Companies 

The payment of company dividends 
 
(a) always requires shareholder approval. 
(b) are payable at a fixed rate set down in the company’s constitution. 
(c) are paid to shareholders in proportion to their shareholdings. – Answer 
(d) must be covered by the company’s current year’s after tax profit. 

 

2020  
Section 1 

Question 2 

 
Companies 

The replaceable rules contained in the Corporations Act 2001 
 
(a) must be used by all companies registered under the Act. 
(b) are rules that cannot be modified by a company. 
(c) are only a guide to help companies draw up their own constitution. 
(d) automatically apply to all companies that don’t have their own constitution – Answer 

 

2020  
Section 1  

Question 8 

 
Companies 

Shareholders in a public company have the right to 
 
(a) automatically receive a dividend payment every year. 
(b) receive audited annual financial reports from the company. – Answer 
(c) receive copies of internal budget reports from the company. 
(d) determine the interim dividend payable by the company 

 

2019  
Section 1 

Question 1 

 
Companies 

The characteristics of a company include 
 
(a) separate legal entity, unlimited liability and separation of ownership and control. 
(b) continuity of existence, separate legal entity and limited liability. – Answer 
(c) limited liability, direct control by shareholders and government control through the Corporations 
Act. 
(d) the capacity to contract in the company’s name, unlimited liability and capacity to issue shares. 

 

2019  
Section 1 

Question 2 

 
Companies 

The Statement of financial position for a company 
 
(a) measures performance for the period. 
(b) enables users to evaluate the liquidity of the company. – Answer 
(c) shows changes in the equity during the period. 
(d) is prepared for internal use only. 

 

2019  
Section 1 

Question 3 

 
Companies 

The Statement of changes in equity 
 
(a) can be used by shareholders to calculate the value of their holdings. 
(b) can be incorporated within the Statement of financial position. 
(c) shows movements in the components of equity during the period. – Answer 
(d) shows the income and expenses forecast for the next period. 

  

2019  
Section 1 

Question 4 

 
Companies 

Which of the following statements is true? 
 
(a) A company’s written constitution overrides the replaceable rules. – Answer 
(b) The replaceable rules override a company’s written constitution. 
(c) A company’s prospectus overrides the replaceable rules. 
(d) A company’s prospectus overrides its written constitution. 
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2019  
Section 1 

Question 5 

 
Companies 

The directors of Celsee-Ballerinie Ltd resolved to offer a one-for-five bonus share issue funded out 
of the asset revaluation reserve. The bonus share issue is valued at $1,200,000. What is the impact 
on equity of this bonus share issue? 
 
(a) Decrease Retained earnings; increase Share capital  
(b) Decrease Asset revaluation reserve; increase Retained earnings 
(c) Decrease Share capital; increase Asset revaluation reserve 
(d) Decrease Asset revaluation reserve; increase Share capital – Answer 

 

2019  
Section 1 

Question 8 

 
Companies 

Kardybee Ltd made a cash issue of 600,000 shares at a price of $2.50 per share payable in full on 
application. By 31 October 2020, the issue had been fully subscribed. What is the general journal 
entry to record the application of the shares? 
 
(a) DR Cash at bank $1,500,000; CR Application ordinary $1,500,000 – Answer 
(b) DR Application ordinary $1,500,000; CR Share capital ordinary $1,500,000 
(c) DR Cash at bank $600,000; CR Application ordinary $600,000 
(d) DR Reserves $1,500,000; CR Share capital $1,500,000 

 

2019  
Section 1 

Question 
10 

 
Companies 

Issues of shares by a public company are 
 
(a) made only to existing shareholders in proportion to their current holdings. 
(b) always funded out of the General reserve or Revaluation reserve. 
(c) always made for cash to raise funds for the company. 
(d) made at a price per share determined by the directors – Answer 
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Marking Guide – Section 2 

 

2023 

Section 2 

Question 
19a-c, e 

 

Companies 

 

 
 
Additional information: As at 1 July 2022: 

• Share capital consisted of 800,000 ordinary shares 

• the balance of Retained earnings was $169,000 

• the balance of the General reserve was $75,000. 
 
The following events occurred during the year ended 30 June 2023: 

• on 30 September 2022, the company made a one-for-eight bonus share issue at $0.60 
each, from the Asset revaluation reserve 

• share issue costs of $17,000 were paid on 20 October 2022 

• on 1 November 2022, Land was revalued upwards by $64,000 

• on 30 June 2023, the directors resolved to transfer $30,000 from Retained earnings to the 
General reserve. 
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(a) Prepare a Statement of changes in equity for the year ended 30 June 2023. Round all figures to 
the nearest whole dollar. (14 marks) 
 
Workings: 
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(b) Prepare the Notes to the accounts for the Other components of equity for the financial year 
ended 30 June 2023. (2 marks) 
 

 

 

 

On 1 October 2023, Prizright Limited made a cash issue of 200,000 ordinary shares at a price of 
$1.75 each, payable in full on application.  
 
The shares were fully subscribed on 10 October 2023 and allotted in full on 15 October 2023. Share 
issue costs of $2,500 were paid on 15 October 2023. 
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Required 

 
(c) Prepare the journal entries for the issue of the ordinary shares. The transfer of the share issue 
costs to the share capital is required. (11 marks) 
 

 

(e) Outline three rights of shareholders set out in the Corporations Act 2001. (6 marks) 
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2022 

Section 2 

Question 
20a-b 

 

Companies 

Fyndulos Ltd operates a retail business in Perth. The directors want to review the company’s 
performance and position for the year ended 30 June 2022. They have provided the following 
information. 

 

 
 
Additional information, not reflected above: 

• Plant and equipment is depreciated using the reducing balance method, at a rate of 12% 
per annum. 

• Land is to be revalued upwards on balance day by $30,000. 
• The company is subject to an income tax rate of 30%. 
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Required 

 
(a) Prepare the statement of comprehensive income for the year ended 30 June 2022. (11 marks) 
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(b) Prepare the assets section of the statement of financial position as at 30 June 2022. (15 marks) 
 

 

 

 
 

 
  



 

Unit 4 – 15. Companies – Marking Guide – Section 2 
Essential Insight Exam Guide – 2025 Edition – Page 249 

2021  
Section 2 

Question 
19.a-d. 

 

Companies 

a. Prepare general journal entries to record the share issue. The transfer of the share issue costs to 
the share capital is not required. (9 marks) 
 

 

 

b. Prepare notes to the accounts for Property, plant and equipment, Share capital, Other 
components of equity, and Dividends. (20 marks) 
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c. Prepare the retained earnings general ledger account showing all entries from 1 July 2021 to 30 
June 2022. (6 marks) 

 

 

d. Describe the purpose of a written constitution for a company (2 marks) 
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2020  
Section 2 

Question 

19.a – c. 
 

Companies 

a. Prepare the general ledger accounts to record the share issue and related costs in November 
2020. Opening balances are required. (8 marks) 
 

 
 
b. Prepare a Statement of comprehensive income for the year ended 30 June 2021. (21 marks) 
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c. Prepare the Statement of changes in equity for the year ended 30 June 2021. (14 marks) 
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2020  
Section 2 

Question 
19.e. 

 
Companies 

e. Identify four characteristics of companies and compare each for public and large proprietary 
companies. (8 marks) 
 

 
 

 

2019  
Section 2 

Question 
20.d-e. 

 
Companies 

d. Prepare BibiRexha Ltd’s Retained earnings general ledger account for the year ended 30 June 
2020. (6 marks) 
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e. Prepare the Share capital and Dividends notes to the accounts for BibiRexha Ltd as at 30 June 
2020. (7 marks) 
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Marking Guide – Section 3 

 

2022 

Section 3 

Question 
21e 

 

Companies 

Juntrae Pty Ltd is a small company based in Perth and has two directors who are also the only 
shareholders. The company produces quality hair products that are sold throughout Australia and 
New Zealand. 
 
Kelly Bianchi, one of the directors, has developed the knowledge and experience to produce the 
quality hair products and also oversees their production and marketing. 
 
Lee Chao is the other director and majority shareholder. Lee provided the funding to help start up 
the business but does not get involved in its day-to-day running. Lee is happy to receive an annual 
dividend and leave the management of the business to Kelly. 
 
The company has a small number of employees who are involved in the production process, but 
Kelly tries to do all the administration work to help keep costs down. 
 
An accountant prepares financial reports and completes the tax work for Juntrae Pty Ltd. The 
accountant has raised the following issues: 
 

• Juntrae Pty Ltd appears to make frequent use of its overdraft facility 

• while the sales figures are excellent, profit is declining 

• debtors frequently pay what they owe after the due date 

• creditors are often paid late and this sometimes leads to late payment costs being incurred 

• inventory levels are quite high and the cost of sales has increased significantly over the past 
twelve months. 

 
The accountant is suggesting that Juntrae Pty Ltd should be undertaking significant planning and 
control to protect its assets, ensure the company has cash flow to pay debts and to investigate why 
profits are declining. 
 
Although Kelly is concerned about the accountant’s advice, Lee is confident that she will sort out the 
problems and is not interested in getting involved in the running of the company. 
 
(e) Describe two characteristics that distinguish a public company and a large proprietary company. 
(4 marks) 
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2022 

Section 3 

Question 
21b 

 

Companies 

Juntrae Pty Ltd is a small company based in Perth and has two directors who are also the only 
shareholders. The company produces quality hair products that are sold throughout Australia and 
New Zealand. 
 
Kelly Bianchi, one of the directors, has developed the knowledge and experience to produce the 
quality hair products and also oversees their production and marketing. 
 
Lee Chao is the other director and majority shareholder. Lee provided the funding to help start up 
the business but does not get involved in its day-to-day running. Lee is happy to receive an annual 
dividend and leave the management of the business to Kelly. 
 
The company has a small number of employees who are involved in the production process, but 
Kelly tries to do all the administration work to help keep costs down. 
 
An accountant prepares financial reports and completes the tax work for Juntrae Pty Ltd. The 
accountant has raised the following issues: 
 

• Juntrae Pty Ltd appears to make frequent use of its overdraft facility 

• while the sales figures are excellent, profit is declining 

• debtors frequently pay what they owe after the due date 

• creditors are often paid late and this sometimes leads to late payment costs being incurred 

• inventory levels are quite high and the cost of sales has increased significantly over the past 
twelve months. 

 
The accountant is suggesting that Juntrae Pty Ltd should be undertaking significant planning and 
control to protect its assets, ensure the company has cash flow to pay debts and to investigate why 
profits are declining. 
 
Although Kelly is concerned about the accountant’s advice, Lee is confident that she will sort out the 
problems and is not interested in getting involved in the running of the company. 
 
(b) Describe three duties of directors as per the Corporations Act 2001 to help both Kelly and Lee 
understand their responsibilities as directors of Juntrae Pty Ltd. (6 marks) 
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2021  
Section 3 

Question 
22.c. 

 

Companies 

Describe four duties of the directors of a company. (8 marks) 
 

 
 

 

2021  
Section 3 

Question 

23.c-d. 
 

Companies 

c. Explain the purpose and nature of a prospectus and identify which type of company is required to 
issue a prospectus. (5 marks) 
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d. Describe three rights of shareholders under the new public company structure. (6 marks) 
 

 

 

 

2019  
Section 3 

Question 
21.a. 

 
Companies 

Explain the purpose and nature of the Corporations Act 2001. (6 marks) 
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2019  
Section 3 

Question 
21.b. 

 
Companies 

Outline four duties or powers of directors of an Australian public company under the Corporations 
Act 2001. (4 marks) 
 

 
 

 

2019  
Section 3 

Question 
21.d. 

 
Companies 

With reference to the company’s August 2020 announcement to the Australian Securities Exchange, 
evaluate the impact on the company’s management of its business finances if Karlid Ltd’s bank does 
not renew its loan. (6 marks) 
 

 



 

Unit 4 – 16. Regulatory Bodies – Section 1 
Essential Insight Exam Guide – 2025 Edition – Page 263 

Unit 4 – 16. Regulatory Bodies 

 
Section 1 

 

2023 

Section 1 

Question 7 

 

Regulatory 
Bodies 

The Australian Securities Exchange (ASX) regulates and influences the general purpose financial 
reporting of companies by 
 
(a) conducting regular audits of the financial reports of companies that trade shares on the ASX. 
(b) setting listing rules that companies should follow but are not legally required to do so. 
(c) creating accounting standards setting out rules for companies listing their shares on the ASX. 
(d) setting listing rules that must be followed by all companies trading their shares on the ASX. 

 

2022 

Section 1 

Question 8 

 

Regulatory 
Bodies 

The Australian organisation that develops legally-enforceable accounting standards is the 
 
(a) Financial Accounting Standards Board. 
(b) Australian Securities Investment Commission. 
(c) Australian Accounting Standards Board. 
(d) Australian Securities Exchange. 

 

2022 

Section 1 

Question 4 

 

Regulatory 
Bodies 

The importance of the International Accounting Standards Board is to 
 
(a) develop international accounting standards that bring transparency, accountability and efficiency 
to financial markets around the world. 
(b) ensure companies around the world comply with corporations law. 
(c) ensure that general purpose financial reports follow a standard format. 
(d) develop international accounting standards and reports to the Financial Reporting Council. 

 

2021  
Section 1 

Question 
13 

 

Regulatory 
Bodies 

The role of the Australian Securities and Investments Commission (ASIC) includes 
 
(a) setting of Australian Accounting Standards. 
(b) registration of Australian companies. 
(c) operating the Australian Securities Exchange (ASX). 
(d) collecting of company income tax. 

 

2020  
Section 1 

Question 5 

 
Regulatory 

Bodies 

An important role of the Australian Securities and Investments Commission (ASIC) is to 
 

Copyright restrictions prohibit the release of this SCSA exam material. 
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Section 2 

 

2023 

Section 2 

Question 
19d 

 

Regulatory 
Bodies 

(d) Explain the importance of the Australian Securities and Investments Commission (ASIC). (3 
marks) 
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Section 3 

 

2020  
Section 3 

Question 
21.e. 

 
Regulatory 

Bodies 

 
 
Explain the nature and the importance of the Australian Securities and Investments Commission 
(ASIC) and the Australian Stock Exchange (ASX). (6 marks) 
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2019  
Section 3 

Question 
22.d. 

 
Regulatory 

Bodies 
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You have been asked by the directors of Karlid Ltd to prepare a report addressing the following 
points, with reference to the information provided where appropriate: 
 
d. Describe the nature and importance of three groups that regulate and influence the general 
purpose financial reporting of companies in Australia. (6 marks) 
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Marking Guide – Section 1 

 

2023 

Section 1 

Question 7 

 

Regulatory 
Bodies 

The Australian Securities Exchange (ASX) regulates and influences the general purpose financial 
reporting of companies by 
 
(a) conducting regular audits of the financial reports of companies that trade shares on the ASX. 
(b) setting listing rules that companies should follow but are not legally required to do so. 
(c) creating accounting standards setting out rules for companies listing their shares on the ASX. 
(d) setting listing rules that must be followed by all companies trading their shares on the 
ASX. – Answer 

 

2022 

Section 1 

Question 8 

 

Regulatory 
Bodies 

The Australian organisation that develops legally-enforceable accounting standards is the 
 
(a) Financial Accounting Standards Board. 
(b) Australian Securities Investment Commission. 
(c) Australian Accounting Standards Board. – Answer 
(d) Australian Securities Exchange. 

 

2022 

Section 1 

Question 4 

 

Regulatory 
Bodies 

The importance of the International Accounting Standards Board is to 
 
(a) develop international accounting standards that bring transparency, accountability and 
efficiency to financial markets around the world. – Answer 
(b) ensure companies around the world comply with corporations law. 
(c) ensure that general purpose financial reports follow a standard format. 
(d) develop international accounting standards and reports to the Financial Reporting Council. 

 

2021  
Section 1  
Question 

13 

 

Regulatory 
Bodies 

The role of the Australian Securities and Investments Commission (ASIC) includes 
 
(a) setting of Australian Accounting Standards. 
(b) registration of Australian companies. – Answer 
(c) operating the Australian Securities Exchange (ASX). 
(d) collecting of company income tax. 

 

2020  
Section 1 

Question 5 

 
Regulatory 

Bodies 

An important role of the Australian Securities and Investments Commission (ASIC) is to 
 

Copyright restrictions prohibit the release of this SCSA exam material. 
 

Answer was a. 
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Marking Guide – Section 2 

 

2023 

Section 2 

Question 
19d 

 

Regulatory 
Bodies 

(d) Explain the importance of the Australian Securities and Investments Commission (ASIC). (3 
marks) 
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Marking Guide – Section 3 

 

2020  
Section 3 

Question 
21.e. 

 
Regulatory 

Bodies 

Explain the nature and the importance of the Australian Securities and Investments Commission 
(ASIC) and the Australian Stock Exchange (ASX). (6 marks) 
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2019  
Section 3 

Question 
22.d. 

 
Regulatory 

Bodies 

Describe the nature and importance of three groups that regulate and influence the general purpose 
financial reporting of companies in Australia. (6 marks) 
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Unit 4 – 17. Corporate Social Disclosure (CSD) 
 
Section 1 

 
There have been no questions on this topic for this section in the exams of recent years.  
 
Section 2 

 

2022 

Section 2 

Question 
20d 

 

CSD 

(d) Describe three difficulties faced by accountants in producing social and environmental 
information. (6 marks) 
 
One: 

 
 

 
 

 
 

 
Two: 

 
 

 
 

 
 

 
Three: 
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Section 3 

 

2023 

Section 3 

Question 
22d 

 

CSD 

Plaxion Limited is a manufacturing company that has produced financial reports for the year ending 
30 June 2023. An extract from the company’s financial reports is shown below, together with a 
selection of ratios and an extract of relevant social and environmental information. 
 

 
 
Profit after tax for the year ending 2023 was $26,000, and for the year ending 2022 it was $36,000. 
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(d) Explain the use made of corporate social disclosure by the company and other users of 
information in Plaxion Limited’s annual report. (6 marks) 
 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 



 

Unit 4 – 17. Corporate Social Disclosure (CSD) – Section 3 
Essential Insight Exam Guide – 2025 Edition – Page 276 

2021  
Section 3 

Question 
22.e. 

 

CSD 

 
 

 
 
e. Explain the nature of corporate social disclosure through two examples that might be used by the 
company in its prospectus. (6 marks) 
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2019  
Section 3 

Question 
22.a. 

 
CSD 
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You have been asked by the directors of Karlid Ltd to prepare a report addressing the following 
points, with reference to the information provided where appropriate: 
 
a.Explain the extent and nature of corporate social disclosure. (4 marks) 
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2019  
Section 3 

Question 
22.c. 

 
CSD 
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You have been asked by the directors of Karlid Ltd to prepare a report addressing the following 
points, with reference to the information provided where appropriate: 
 
c. Comment on the difficulties faced by accountants in producing social and environmental 
information. (6 marks) 
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Marking Guide – Section 1 

 
There have been no questions on this topic for this section in the exams of recent years. 
 
Marking Guide – Section 2 

 

2022 

Section 2 

Question 
20d 

 

CSD 

(d) Describe three difficulties faced by accountants in producing social and environmental 
information. (6 marks) 
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Marking Guide – Section 3 

 

2023 

Section 3 

Question 
22d 

 

CSD 

Plaxion Limited is a manufacturing company that has produced financial reports for the year ending 
30 June 2023. An extract from the company’s financial reports is shown below, together with a 
selection of ratios and an extract of relevant social and environmental information. 
 

 
 
Profit after tax for the year ending 2023 was $26,000, and for the year ending 2022 it was $36,000. 
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(d) Explain the use made of corporate social disclosure by the company and other users of 
information in Plaxion Limited’s annual report. (6 marks) 
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2021  
Section 3 

Question 
22.e. 

 

CSD 

Explain the nature of corporate social disclosure through two examples that might be used by the 
company in its prospectus. (6 marks) 
 

 
  

 

2019  
Section 3 

Question 
22.a. 

 
CSD 

Explain the extent and nature of corporate social disclosure. (4 marks) 
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2019  
Section 3 

Question 
22.c. 

 
CSD 

Comment on the difficulties faced by accountants in producing social and environmental information. 
(6 marks) 
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Unit 4 – 18. Cash Flows 

 
Section 1 

 

2023 

Section 1 

Question 
14 

 

Cash Flows 

One of the benefits of the statement of cash flows information is that it can assist users to evaluate 
the 
 
(a) changes in equity of an entity. 
(b) future profitability of an entity. 
(c) ability of an entity to estimate its future expenses. 
(d) financial structure of an entity, including liquidity and solvency. 

 

2021  
Section 1  
Question 

14 

 

Cash Flows 

Under the Accounting Standard AASB 107 relating to Statements of Cash Flows, ‘cash equivalents’ 
are defined as 
 
(a) short-term, highly-liquid investments that are readily convertible to known amounts of cash and 
are subject to an insignificant risk of changes in value. 
(b) long-term, highly-liquid investments that are convertible to known amounts of cash and are 
subject to an insignificant risk of changes in value. 
(c) short-term, highly-liquid investments that are convertible to known amounts of cash and are 
subject to a significant risk of changes in value. 
(d) long-term, highly-liquid investments that are readily convertible to known amounts of cash and 
are subject to a significant risk of changes in value. 

 

2020  
Section 1 

Question 9 

 
Cash flows 

Cash flow statements provide information about the 
 
(a) cash received from the organisation’s creditors. 
(b) amount of expenses paid and accrued by the organisation. 
(c) after tax profit of the organisation. 
(d) cash amount received and paid by the organisation 
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Section 2 

 

2023 

Section 2 

Question 
20a 

 

Cash Flows 

Halloz Limited has provided the following Balance sheet (extracts) and Income statement for your 
information. 
 

Halloz Limited 

Balance sheet (extracts) 
as at 30 June 
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Additional information: 
• Equipment at an original cost of $2,000, and with a carrying value of $500, was sold at a 

loss. 
• New equipment was purchased during the year for cash. 
• All sales and purchases of inventory were on credit. 
• Additional investments were purchased for cash. 
• Interest is treated as an investing activity. 

 
Required 

 

(a) Prepare a Cash flow statement extract for Halloz Limited showing operating and investing 
activities for the year ended 30 June 2023. (30 marks) 
 
Workings: 
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Halloz Limited 

Cash flow statement (extract) 
for the year ended 30 June 2023 

 
Cash flows from operating activities 
 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 
Cash flows from investing activities 
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2022 

Section 2 

Question 
19 

 

Cash Flows 
+ Ratios 

The following are extracts from the most recent annual report for Xunobus Ltd. 
 

 
 
Additional information 

• The company transferred $50,000 from retained earnings into a general reserve during the 
year. 

• The company paid its 2021 income tax liability in September 2021. The company tax rate is 
30%. 

• There was a cash issue of 150,000 shares on 1 January 2022. All the company’s shares 
have been issued at $2 each. 

• The number of shares issued at 30 June 2021 was 1,250,000. 
• The company classifies interest and dividends received and paid as financing activities. 
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Required 

 

(a) Prepare the financing activities section of the statement of cash flows for the company for the 
year ended 30 June 2022. (12 marks) 
 
Workings: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

Unit 4 – 18. Cash Flows – Section 2 
Essential Insight Exam Guide – 2025 Edition – Page 293 

Xunobus Ltd 

Statement of cash flows (extract) 
for the year ended 30 June 2022 

 
Cash flows from financing activities 
 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

(b) Based on the information provided, calculate the following ratios for the 2022 financial year. (13 
marks) 
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(c) To assess management efficiency, identify the ratio/s that could be used by a business that sells 
inventory on credit. Discuss what each ratio measures and how it might be used to evaluate the 
performance of a business. (8 marks) 
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2021  
Section 2 

Question 
21.a-b. 

 

Cash Flows 

The management of Zwenda Ltd has provided the following comparative financial reports for the 
financial years ending 2021 and 2022.  
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Required 

a. Prepare the operating activities and investing activities sections of the Cash flow statement for 
Zwenda Ltd for the year ended 30 June 2022. (31 marks) 
 
 
Workings: 
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b. Identify four benefits of a Cash flow statement. (4 marks) 
 

One: 
 

 

 

 
Two: 
 

 

 

 
Three: 
 

 

 

 
Four: 
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2020  
Section 2 

Question 
20 

 
Cash Flows 

The following information has been extracted from the comparative financial statements of Veezarp 
Ltd for the 2020 and 2021 financial years. 
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Prepare a Cash flow statement for Veezarp Ltd for the year ended 30 June 2021. (41 marks) 
 
Workings 
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2019  
Section 2 

Question 
19.a-b. 

 
Cash Flows 

The following information has been extracted from the comparative financial statements of Tgrizlee 
Ltd for the 2019 and 2020 financial years. (30 marks) 
 

 

 

Complete the Cash flow statement for Tgrizlee Ltd for the year ended 30 June 2020. (26 marks) 
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Workings 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

Unit 4 – 18. Cash Flows – Section 2 
Essential Insight Exam Guide – 2025 Edition – Page 304 

 
 

b. Explain why a business’ cash balance at the end of a financial year is not a reliable indicator of its 
profitability. (4 marks) 
 

 

 

 

 

 

 

 

 

 



 

Unit 4 – 18. Cash Flows – Section 3 
Essential Insight Exam Guide – 2025 Edition – Page 305 

Section 3 

 

2022 

Section 3 

Question 
22e 

 

Cash Flows 

Krebsaw Ltd is a manufacturing company located in Western Australia. It produces large storage 
sheds for both urban and rural properties. It has built a reputation for excellence, and demand for its 
sheds is increasing. Many orders are now coming from all over Australia. 
 
Management is considering establishing another factory in one of two different locations in Australia, 
believing it will lead to an increase in sales and reduction in transport costs. The cost of transporting 
sheds from the current factory to the proposed new locations is significant. In addition, the company 
has problems competing on price with existing shed makers in other parts of Australia. 
 
Krebsaw Ltd has provided the information below regarding payback period and net present value 
(NPV). 
 

 
 
The factory proposal for Location 1 will be in a city urban area and will be close to all transport 
systems. Government officials in Location 1 have not indicated their support for the factory project at 
this stage. 
 
The factory proposal for Location 2 will be in a rural area and close to rural customers. Government 
officials in Location 2 have already given approval for development of the proposed factory. They 
believe the factory will provide much-needed employment opportunities for people in the area. 
 
Management of Krebsaw Ltd expects that other manufacturers of sheds in both proposed locations 
will reduce their prices to ensure that they remain competitive. Krebsaw Ltd believes that its product 
is superior and will be able to compete successfully within a few months of its commencement. 
Management also believes that the company has better after-sales service than its competitors. 
 
Krebsaw Ltd is considering a long-term business finance option for the proposed purchase. 
 
(e) Describe four benefits to internal and/or external users of a cash flow statement. (8 marks) 
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Marking Guide – Section 1 

 

2023 

Section 1 

Question 
14 

 

Cash Flows 

One of the benefits of the statement of cash flows information is that it can assist users to evaluate 
the 
 
(a) changes in equity of an entity. 
(b) future profitability of an entity. 
(c) ability of an entity to estimate its future expenses. 
(d) financial structure of an entity, including liquidity and solvency. – Answer 

 

2021  
Section 1 

Question 
14 

 

Cash Flows 

Under the Accounting Standard AASB 107 relating to Statements of Cash Flows, ‘cash equivalents’ 
are defined as 
 
(a) short-term, highly-liquid investments that are readily convertible to known amounts of 
cash and are subject to an insignificant risk of changes in value. – Answer 
(b) long-term, highly-liquid investments that are convertible to known amounts of cash and are 
subject to an insignificant risk of changes in value. 
(c) short-term, highly-liquid investments that are convertible to known amounts of cash and are 
subject to a significant risk of changes in value. 
(d) long-term, highly-liquid investments that are readily convertible to known amounts of cash and 
are subject to a significant risk of changes in value. 

 

2020  
Section 1 

Question 9 

 
Cash flows 

Cash flow statements provide information about the 
 
(a) cash received from the organisation’s creditors. 
(b) amount of expenses paid and accrued by the organisation. 
(c) after tax profit of the organisation. 
(d) cash amount received and paid by the organisation – Answer 
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Marking Guide – Section 2 

 

2023 

Section 2 

Question 
20a 

 

Cash Flows 

Halloz Limited has provided the following Balance sheet (extracts) and Income statement for your 
information. 
 

Halloz Limited 

Balance sheet (extracts) 
as at 30 June 
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Additional information: 
• Equipment at an original cost of $2,000, and with a carrying value of $500, was sold at a 

loss. 
• New equipment was purchased during the year for cash. 
• All sales and purchases of inventory were on credit. 
• Additional investments were purchased for cash. 
• Interest is treated as an investing activity. 

 
Required 

 

(a) Prepare a Cash flow statement extract for Halloz Limited showing operating and investing 
activities for the year ended 30 June 2023. (30 marks) 
 
Workings: 
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2022 

Section 2 

Question 
19 

 

Cash Flows 
+ Ratios 

The following are extracts from the most recent annual report for Xunobus Ltd. 
 

 
 
Additional information 

• The company transferred $50,000 from retained earnings into a general reserve during the 
year. 

• The company paid its 2021 income tax liability in September 2021. The company tax rate is 
30%. 

• There was a cash issue of 150,000 shares on 1 January 2022. All the company’s shares 
have been issued at $2 each. 

• The number of shares issued at 30 June 2021 was 1,250,000. 
• The company classifies interest and dividends received and paid as financing activities. 
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Required 

 

(a) Prepare the financing activities section of the statement of cash flows for the company for the 
year ended 30 June 2022. (12 marks) 
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(b) Based on the information provided, calculate the following ratios for the 2022 financial year. (13 
marks) 
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(c) To assess management efficiency, identify the ratio/s that could be used by a business that sells 
inventory on credit. Discuss what each ratio measures and how it might be used to evaluate the 
performance of a business. (8 marks) 
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2021  
Section 2 

Question 
21.a-b. 

 

Cash Flows 

a. Prepare the operating activities and investing activities sections of the Cash flow statement for 
Zwenda Ltd for the year ended 30 June 2022. (31 marks) 
 

 

 



 

Unit 4 – 18. Cash Flows – Marking Guide – Section 2 
Essential Insight Exam Guide – 2025 Edition – Page 316 
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b. Identify four benefits of a Cash flow statement. (4 marks) 
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2020  
Section 2 

Question 
20 

 
Cash Flows 

Prepare a Cash flow statement for Veezarp Ltd for the year ended 30 June 2021. 
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2019  
Section 2 

Question 
19.a.-b. 

 
Cash Flows 

Complete the Cash flow statement for Tgrizlee Ltd for the year ended 30 June 2020. (26 marks) 
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b. Explain why a business’ cash balance at the end of a financial year is not a reliable indicator of its 
profitability. (4 marks) 
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Marking Guide – Section 3 

 

2022 

Section 3 

Question 
22e 

 

Cash Flows 

Krebsaw Ltd is a manufacturing company located in Western Australia. It produces large storage 
sheds for both urban and rural properties. It has built a reputation for excellence, and demand for its 
sheds is increasing. Many orders are now coming from all over Australia. 
 
Management is considering establishing another factory in one of two different locations in Australia, 
believing it will lead to an increase in sales and reduction in transport costs. The cost of transporting 
sheds from the current factory to the proposed new locations is significant. In addition, the company 
has problems competing on price with existing shed makers in other parts of Australia. 
 
Krebsaw Ltd has provided the information below regarding payback period and net present value 
(NPV). 
 

 
 
The factory proposal for Location 1 will be in a city urban area and will be close to all transport 
systems. Government officials in Location 1 have not indicated their support for the factory project at 
this stage. 
 
The factory proposal for Location 2 will be in a rural area and close to rural customers. Government 
officials in Location 2 have already given approval for development of the proposed factory. They 
believe the factory will provide much-needed employment opportunities for people in the area. 
 
Management of Krebsaw Ltd expects that other manufacturers of sheds in both proposed locations 
will reduce their prices to ensure that they remain competitive. Krebsaw Ltd believes that its product 
is superior and will be able to compete successfully within a few months of its commencement. 
Management also believes that the company has better after-sales service than its competitors. 
 
Krebsaw Ltd is considering a long-term business finance option for the proposed purchase. 
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(e) Describe four benefits to internal and/or external users of a cash flow statement. (8 marks) 
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Unit 4 – 19. Key Performance Indicators (KPIs) 
 
Section 1 

 

2019  
Section 1 

Question 7 

 
KPIs 

Key performance indicators 
 
(a) are referred to in the standard setting by the AASB. 
(b) are set by the ASX to assist evaluation of listed companies. 
(c) provide a measurable value of performance. 
(d) are standards laid down in the Corporations Law. 

 
Section 2 

 

2020  
Section 2 

Question 
17.d. 

 
Ratios + 

KPIs 

d. Discuss how efficiency ratios can be used as target key performance indicators by directors for 
decision-making purposes. (8 marks) 
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Section 3 

 

2023 

Section 3 

Question 
22a 

 

KPIs + 
Introduction 

to 
Management 

and 
Financial 

Accounting 

Plaxion Limited is a manufacturing company that has produced financial reports for the year ending 
30 June 2023. An extract from the company’s financial reports is shown below, together with a 
selection of ratios and an extract of relevant social and environmental information. 
 

 
 
Profit after tax for the year ending 2023 was $26,000, and for the year ending 2022 it was $36,000. 
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(a) Describe the purpose of annual reporting and explain how the managers of Plaxion Limited can 
use their key performance indicators (KPIs) for accountability and decision-making purposes. (8 
marks) 
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Marking Guide – Section 1 

 

2019  
Section 1 

Question 7 

 
KPIs 

Key performance indicators 
 
(a) are referred to in the standard setting by the AASB. 
(b) are set by the ASX to assist evaluation of listed companies. 
(c) provide a measurable value of performance. – Answer 
(d) are standards laid down in the Corporations Law. 

 
Marking Guide – Section 2 

 

2020  
Section 2 

Question  
17.a-d. 

 
Ratios + 

KPIs 

d. Discuss how efficiency ratios can be used as target key performance indicators by directors for 
decision-making purposes. (8 marks) 
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Marking Guide – Section 3 

 

2023 

Section 3 

Question 
22a 

 

KPIs + 
Introduction 

to 
Management 

and 
Financial 

Accounting 

Plaxion Limited is a manufacturing company that has produced financial reports for the year ending 
30 June 2023. An extract from the company’s financial reports is shown below, together with a 
selection of ratios and an extract of relevant social and environmental information. 
 

 
 
Profit after tax for the year ending 2023 was $26,000, and for the year ending 2022 it was $36,000. 
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(a) Describe the purpose of annual reporting and explain how the managers of Plaxion Limited can 
use their key performance indicators (KPIs) for accountability and decision-making purposes. (8 
marks) 
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Unit 4 – 20. Ratios 

 
Section 1 

 

2023 

Section 1 

Question 3 

 

Ratios 

The best measure of the long-term financial stability of a business is the 
 
(a) inventory/stock turnover ratio.  
(b) current ratio/working capital ratio.  
(c) debt to equity ratio.  
(d) rate of return on assets ratio. 

 

2023 

Section 1 

Question 
15 

 

Ratios 

Assuming that all else remains the same, which of the following would cause the profit ratio to 
decline? 
 
(a) repayment of debentures 
(b) higher depreciation charges 
(c) increased sales 
(d) payment of interim dividends 

 

2022 

Section 1 

Question 1 

 

Ratios 

Which of the following best describes the concept of ‘leverage’? 
 
(a) the relationship between net assets and equity 
(b) equity divided by non-current liabilities 
(c) the relationship between all borrowings and equity 
(d) the relationship between creditors and equity 

 

2021  
Section 1 

Question 3 

 

Ratios 

The current ratio indicates the 
 
(a) level of debt relative to funds contributed by shareholders of the company. 
(b) amount of current assets to meet each dollar of current liabilities. 
(c) profitability of the business. 
(d) proportion of assets relative to the amount of liabilities. 

 

2021  
Section 1 

Question 4 

 

Ratios 

Profit is relevant when calculating which of the following ratios? 
 
(a) inventory/stock turnover 
(b) debtor’s collection 
(c) quick asset 
(d) rate of return on assets 

 

2020  
Section 1 

Question 4 

 
Ratios 

The inventory/stock turnover ratio measures the 
 
(a) liquidity of a company. 
(b) market perception of a company. 
(c) efficiency of management. 
(d) return on total assets. 
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Section 2 

 

2023 

Section 2 

Question 
20b-c 

 

Ratios 

Halloz Limited has provided the following Balance sheet (extracts) and Income statement for your 
information. 
 

Halloz Limited 

Balance sheet (extracts) 
as at 30 June 

 

 
 
 
 
 
 
 



 

Unit 4 – 20. Ratios – Section 2 
Essential Insight Exam Guide – 2025 Edition – Page 334 

Additional information: 
• Equipment at an original cost of $2,000, and with a carrying value of $500, was sold at a 

loss. 
• New equipment was purchased during the year for cash. 
• All sales and purchases of inventory were on credit. 
• Additional investments were purchased for cash. 
• Interest is treated as an investing activity. 

 
Required 

 
(b) On the basis of the financial information provided by Halloz Limited, calculate the following ratios 
for the 2023 financial year. (10 marks) 
 

 
 
 
(c) Compare and comment on the debtor’s collection ratio for Halloz Limited with the industry 
average of 28 days. (2 marks) 
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2022 

Section 2 

Question 
19 

 

Cash Flows 
+ Ratios 

The following are extracts from the most recent annual report for Xunobus Ltd. 
 

 
 
Additional information 

• The company transferred $50,000 from retained earnings into a general reserve during the 
year. 

• The company paid its 2021 income tax liability in September 2021. The company tax rate is 
30%. 

• There was a cash issue of 150,000 shares on 1 January 2022. All the company’s shares 
have been issued at $2 each. 

• The number of shares issued at 30 June 2021 was 1,250,000. 
• The company classifies interest and dividends received and paid as financing activities. 
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Required 

 

(a) Prepare the financing activities section of the statement of cash flows for the company for the 
year ended 30 June 2022. (12 marks) 
 
Workings: 
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Xunobus Ltd 

Statement of cash flows (extract) 
for the year ended 30 June 2022 

 
Cash flows from financing activities 
 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 
(b) Based on the information provided, calculate the following ratios for the 2022 financial year. (13 
marks) 
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(c) To assess management efficiency, identify the ratio/s that could be used by a business that sells 
inventory on credit. Discuss what each ratio measures and how it might be used to evaluate the 
performance of a business. (8 marks) 
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2020  
Section 2  
Question 

17.a-d. 
 

Ratios + 
KPIs 

Laztoo Ltd has provided the following financial information for the year ended 30 June 2021. 
 

 
 
a. The table below includes ratios for the years ended 30 June 2019 and 2020 for Laztoo Ltd. You 
are required to calculate the same ratios for the year ended 30 June 2021 and write your answers in 
the appropriate column of the table. Calculate your ratios to two decimal places. (7 marks) 
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b. Comment on the working capital/current and quick asset ratios, indicating what each measures, 
and specifying what the trend in both ratios indicates about the ability of Laztoo Ltd to meet its debts. 
(4 marks) 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
c. Explain what the debt to equity ratio reveals about Laztoo Ltd. (3 marks) 
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d. Discuss how efficiency ratios can be used as target key performance indicators by directors for 
decision-making purposes. (8 marks) 
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2019  
Section 2  
Question 

20.a-c. 
 

Ratios 

The following financial information is provided for two companies. BibiRexha Ltd is in a mature 
industry with a stable cash flow and profitability. S-Zzed-Aye Ltd is involved in new technology 
developments. There are a number of finance companies interested in its products. 
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a. Based on the financial information provided, calculate the following ratios for BibiRexha Ltd. 
a.i. Calculate the profit ratio. (2 marks) 
 

 

 

 

 

 

 

 

 

 

a.ii. Calculate the working capital ratio. (2 marks) 
 

 

 

 

 

 

 

 

 

 

 

 
a.iii. Calculate the inventory turnover ratio. (2 marks) 
 

 

 

 

 

 

 

 

 

 

 

 
a.iv. Calculate the debtor’s collection ratio. (3 marks) 
 

 

 

 

 

 

 

 

 

 

 
a.v. Calculate the debt-to-equity ratio. (3 marks) 
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a.vi. Calculate the earnings per share ratio. (3 marks) 
 

 

 

 

 

 

 

 

 

 

 
 
a.vii. Calculate the price/earnings ratio. (2 marks) 
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The following ratios were calculated for S-Zzed-Aye on 30 June 2019. 
 

 
 
b. With reference to the information above and your calculations made in part (a), contrast the 
profitability, liquidity, efficiency and leverage of BibiRexha Ltd and S-Zzed-Aye Ltd. (8 marks) 
 

 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 
c. With reference to the market ratios provided for S-Zzed-Aye Ltd in part (b) and those you 
calculated for BibiRexha Ltd in part (a), in which of these two companies would you choose to 
invest? Justify your answer. (4 marks) 
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Section 3 

 

2023 

Section 3 

Question 
22b-c 

 

Ratios 

Plaxion Limited is a manufacturing company that has produced financial reports for the year ending 
30 June 2023. An extract from the company’s financial reports is shown below, together with a 
selection of ratios and an extract of relevant social and environmental information. 
 

 
 
Profit after tax for the year ending 2023 was $26,000, and for the year ending 2022 it was $36,000. 
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(b) Examine the information provided by Plaxion Limited to evaluate whether the company is 
managing inventory efficiently. (4 marks) 
 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
(c) Explain two limitations in assessing the performance of a company from financial statement 
analysis. (6 marks) 
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2022 

Section 3 

Question 
22d 

 

Ratios 

Krebsaw Ltd is a manufacturing company located in Western Australia. It produces large storage 
sheds for both urban and rural properties. It has built a reputation for excellence, and demand for its 
sheds is increasing. Many orders are now coming from all over Australia. 
 
Management is considering establishing another factory in one of two different locations in Australia, 
believing it will lead to an increase in sales and reduction in transport costs. The cost of transporting 
sheds from the current factory to the proposed new locations is significant. In addition, the company 
has problems competing on price with existing shed makers in other parts of Australia. 
 
Krebsaw Ltd has provided the information below regarding payback period and net present value 
(NPV). 
 

 
 
The factory proposal for Location 1 will be in a city urban area and will be close to all transport 
systems. Government officials in Location 1 have not indicated their support for the factory project at 
this stage. 
 
The factory proposal for Location 2 will be in a rural area and close to rural customers. Government 
officials in Location 2 have already given approval for development of the proposed factory. They 
believe the factory will provide much-needed employment opportunities for people in the area. 
 
Management of Krebsaw Ltd expects that other manufacturers of sheds in both proposed locations 
will reduce their prices to ensure that they remain competitive. Krebsaw Ltd believes that its product 
is superior and will be able to compete successfully within a few months of its commencement. 
Management also believes that the company has better after-sales service than its competitors. 
 
Krebsaw Ltd is considering a long-term business finance option for the proposed purchase. 
 
(d) Explain three limitations in assessing performance from financial statement analysis and/or 
traditional financial accounting. (9 marks) 
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Marking Guide – Section 1 

 

2023 

Section 1 

Question 3 

 

Ratios 

The best measure of the long-term financial stability of a business is the 
 
(a) inventory/stock turnover ratio.  
(b) current ratio/working capital ratio.  
(c) debt to equity ratio. – Answer 
(d) rate of return on assets ratio. 

 

2023 

Section 1 

Question 
15 

 

Ratios 

Assuming that all else remains the same, which of the following would cause the profit ratio to 
decline? 
 
(a) repayment of debentures 
(b) higher depreciation charges – Answer 
(c) increased sales 
(d) payment of interim dividends 

 

2022 

Section 1 

Question 1 

 

Ratios 

Which of the following best describes the concept of ‘leverage’? 
 
(a) the relationship between net assets and equity 
(b) equity divided by non-current liabilities 
(c) the relationship between all borrowings and equity – Answer  
(d) the relationship between creditors and equity 

 

2021  
Section 1 

Question 3 

 

Ratios 

The current ratio indicates the 
 
(a) level of debt relative to funds contributed by shareholders of the company. 
(b) amount of current assets to meet each dollar of current liabilities. – Answer 
(c) profitability of the business. 
(d) proportion of assets relative to the amount of liabilities. 

 

2021  
Section 1 

Question 4 

 

Ratios 

Profit is relevant when calculating which of the following ratios? 
 
(a) inventory/stock turnover 
(b) debtor’s collection 
(c) quick asset 
(d) rate of return on assets – Answer 

 

2020  
Section 1 

Question 4 

 
Ratios 

The inventory/stock turnover ratio measures the 
 
(a) liquidity of a company. 
(b) market perception of a company. 
(c) efficiency of management. – Answer 
(d) return on total assets. 
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Marking Guide – Section 2 

 

2023 

Section 2 

Question 
20b-c 

 

Ratios 

Halloz Limited has provided the following Balance sheet (extracts) and Income statement for your 
information. 
 

Halloz Limited 

Balance sheet (extracts) 
as at 30 June 
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Additional information: 
• Equipment at an original cost of $2,000, and with a carrying value of $500, was sold at a 

loss. 
• New equipment was purchased during the year for cash. 
• All sales and purchases of inventory were on credit. 
• Additional investments were purchased for cash. 
• Interest is treated as an investing activity. 

 
Required 

 
(b) On the basis of the financial information provided by Halloz Limited, calculate the following ratios 
for the 2023 financial year. (10 marks) 
 

 
 
(c) Compare and comment on the debtor’s collection ratio for Halloz Limited with the industry 
average of 28 days. (2 marks) 
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2022 

Section 2 

Question 
19 

 

Cash Flows 
+ Ratios 

The following are extracts from the most recent annual report for Xunobus Ltd. 
 

 
 
Additional information 

• The company transferred $50,000 from retained earnings into a general reserve during the 
year. 

• The company paid its 2021 income tax liability in September 2021. The company tax rate is 
30%. 

• There was a cash issue of 150,000 shares on 1 January 2022. All the company’s shares 
have been issued at $2 each. 

• The number of shares issued at 30 June 2021 was 1,250,000. 
• The company classifies interest and dividends received and paid as financing activities. 
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Required 

 

(a) Prepare the financing activities section of the statement of cash flows for the company for the 
year ended 30 June 2022. (12 marks) 
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(b) Based on the information provided, calculate the following ratios for the 2022 financial year. (13 
marks) 
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(c) To assess management efficiency, identify the ratio/s that could be used by a business that sells 
inventory on credit. Discuss what each ratio measures and how it might be used to evaluate the 
performance of a business. (8 marks) 
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2020  
Section 2 

Question 
17.a-d. 

 
Ratios + 

KPIs 

Laztoo Ltd has provided the following financial information for the year ended 30 June 2021. 
 

 
 
a. The table below includes ratios for the years ended 30 June 2019 and 2020 for Laztoo Ltd. You 
are required to calculate the same ratios for the year ended 30 June 2021 and write your answers in 
the appropriate column of the table. Calculate your ratios to two decimal places. (7 marks) 
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b. Comment on the working capital/current and quick asset ratios, indicating what each measures, 
and specifying what the trend in both ratios indicates about the ability of Laztoo Ltd to meet its debts. 
(4 marks) 
 

 
 

c. Explain what the debt to equity ratio reveals about Laztoo Ltd. (3 marks) 
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d. Discuss how efficiency ratios can be used as target key performance indicators by directors for 
decision-making purposes. (8 marks) 
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2019  
Section 2  
Question 

20.a-c. 
 

Ratios 

The following financial information is provided for two companies. BibiRexha Ltd is in a mature 
industry with a stable cash flow and profitability. S-Zzed-Aye Ltd is involved in new technology 
developments. There are a number of finance companies interested in its products. 
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a. Based on the financial information provided, calculate the following ratios for BibiRexha Ltd. 
a.i. Calculate the profit ratio. (2 marks) 
a.ii. Calculate the working capital ratio. (2 marks) 
a.iii. Calculate the inventory turnover ratio. (2 marks) 
a.iv. Calculate the debtor’s collection ratio. (3 marks) 
a.v. Calculate the debt-to-equity ratio. (3 marks) 
a.vi. Calculate the earnings per share ratio. (3 marks) 
a.vii. Calculate the price/earnings ratio. (2 marks) 
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Unit 4 – 20. Ratios – Marking Guide – Section 2 
Essential Insight Exam Guide – 2025 Edition – Page 363 

 
 
The following ratios were calculated for S-Zzed-Aye on 30 June 2019. 
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b. With reference to the information above and your calculations made in part (a), contrast the 
profitability, liquidity, efficiency and leverage of BibiRexha Ltd and S-Zzed-Aye Ltd. (8 marks) 
 

 
 
c. With reference to the market ratios provided for S-Zzed-Aye Ltd in part (b) and those you 
calculated for BibiRexha Ltd in part (a), in which of these two companies would you choose to 
invest? Justify your answer. (4 marks) 
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Marking Guide – Section 3 

 

2023 

Section 3 

Question 
22b-c 

 

Ratios 

Plaxion Limited is a manufacturing company that has produced financial reports for the year ending 
30 June 2023. An extract from the company’s financial reports is shown below, together with a 
selection of ratios and an extract of relevant social and environmental information. 
 

 
 
Profit after tax for the year ending 2023 was $26,000, and for the year ending 2022 it was $36,000. 
 

 
 
 
(b) Examine the information provided by Plaxion Limited to evaluate whether the company is 
managing inventory efficiently. (4 marks) 
 



 

Unit 4 – 20. Ratios – Marking Guide – Section 3 
Essential Insight Exam Guide – 2025 Edition – Page 366 

 
 
 
(c) Explain two limitations in assessing the performance of a company from financial statement 
analysis. (6 marks) 
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2022 

Section 3 

Question 
22d 

 

Ratios 

Krebsaw Ltd is a manufacturing company located in Western Australia. It produces large storage 
sheds for both urban and rural properties. It has built a reputation for excellence, and demand for its 
sheds is increasing. Many orders are now coming from all over Australia. 
 
Management is considering establishing another factory in one of two different locations in Australia, 
believing it will lead to an increase in sales and reduction in transport costs. The cost of transporting 
sheds from the current factory to the proposed new locations is significant. In addition, the company 
has problems competing on price with existing shed makers in other parts of Australia. 
 
Krebsaw Ltd has provided the information below regarding payback period and net present value 
(NPV). 
 

 
 
The factory proposal for Location 1 will be in a city urban area and will be close to all transport 
systems. Government officials in Location 1 have not indicated their support for the factory project at 
this stage. 
 
The factory proposal for Location 2 will be in a rural area and close to rural customers. Government 
officials in Location 2 have already given approval for development of the proposed factory. They 
believe the factory will provide much-needed employment opportunities for people in the area. 
 
Management of Krebsaw Ltd expects that other manufacturers of sheds in both proposed locations 
will reduce their prices to ensure that they remain competitive. Krebsaw Ltd believes that its product 
is superior and will be able to compete successfully within a few months of its commencement. 
Management also believes that the company has better after-sales service than its competitors. 
 
Krebsaw Ltd is considering a long-term business finance option for the proposed purchase. 
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(d) Explain three limitations in assessing performance from financial statement analysis and/or 
traditional financial accounting. (9 marks) 
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