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Internal Assessment Resource

Accounting Level 3

	This resource supports assessment against:

Achievement Standard 91409

Demonstrate understanding of a job cost sub-system for an entity

	Resource title: Fly by Night

	4 credits

	This resource:

· Clarifies the requirements of the standard

· Supports good assessment practice

· Should be subjected to the school’s usual assessment quality assurance process

· Should be modified to make the context relevant to students in their school environment and ensure that submitted evidence is authentic


	Date version published by Ministry of Education
	December 2012

To support internal assessment from 2013

	Quality assurance status
	These materials have been quality assured by NZQA. NZQA Approved number A-A-12-2012-91409-01-6006

	Authenticity of evidence
	Teachers must manage authenticity for any assessment from a public source, because students may have access to the assessment schedule or student exemplar material.

Using this assessment resource without modification may mean that students’ work is not authentic. The teacher may need to change figures, measurements or data sources or set a different context or topic to be investigated or a different text to read or perform.




Internal Assessment Resource 
Achievement Standard Accounting 91409: Demonstrate understanding of a job cost sub-system for an entity
Resource reference: Accounting 3.6B
Resource title: Fly By Night
Credits: 4
Teacher guidelines

The following guidelines are supplied to enable teachers to carry out valid and consistent assessment using this internal assessment resource.

Teachers need to be very familiar with the outcome being assessed by Achievement Standard Accounting 91409. The achievement criteria and the explanatory notes contain information, definitions, and requirements that are crucial when interpreting the standard and assessing students against it. 

Context/setting

This activity requires students to write a report describing the purpose and operation of a law firm’s job cost sub-system and to process financial information to provide a quote for legal services.
Conditions
This is an individual assessment activity. Teacher to specify conditions.

Resource requirements 

None.

Additional information 

None.

Internal Assessment Resource 
Achievement Standard Accounting 91409: Demonstrate understanding of a job cost sub-system for an entity
Resource reference: Accounting 3.6B
Resource title: Fly By Night
Credits: 4

	Achievement
	Achievement with Merit
	Achievement with Excellence

	Demonstrate understanding of a job cost sub-system for an entity.
	Demonstrate in-depth understanding of a job cost sub-system for an entity.
	Demonstrate comprehensive understanding of a job cost sub-system for an entity.


Student instructions 
Introduction 

This assessment activity requires you to write a report explaining the purpose and operation of a law firm’s job cost sub-system and to process financial information to provide a quote for legal services.

Teacher note: The context could be changed to other service organisations such as a hospital, a film production team, or an accounting firm, or to a small business such as a garage or a building firm. 

The activity could be modified by using two similar organisations or two different allocation bases.

You will be assessed on the extent to which you explain and justify the job costing sub-system and on the consistency and accuracy with which you process financial cost information to recommend the cost of legal services.
This activity is to be completed <teacher to insert conditions here>.
Teacher note: Calculations should be done under closed book conditions, but the reporting aspects could be done in-class or out-of-class time where students are using their own calculations and not a “correct set”. Teachers should clarify with students the exact details prior to starting this activity.
Task

You are contracted as a cost consultant by Fly By Night, an Auckland-based law firm with a number of small-to-medium-sized corporate clients. They have been approached by a computer software supplier who is facing a difficult legal case involving allegations that the firm has breached copyright laws by using a revised company logo similar to that of a major American fast-food chain.

The client has requested a quote from Fly By Night and from a rival firm – Fergusson, Giggs, and Scholes. 

Using the information in Resource A, write your consultancy report to the senior partner of Fly By Night. Your report needs to include:

· a quote for the requested legal services from Fly By Night 

· a suggestion of the competition’s likely quote, based on your knowledge of Fergusson, Giggs, and Scholes’ job cost sub-system 
· the calculations for both quotes, which may be attached as an appendix (with your workings), and should be referred to in the body of the report
· a comparison between the two quotes, explaining the similarities and differences between them and the assumptions undertaken in the creation of both – do not restate the calculation in words.
Also your report needs to serve as a brief audit of the job costing sub-system applied at Fly By Night by:
· including an explanation of the purpose of Fly By Night’s job costing sub-system
· identifying the basis on which your calculations were prepared – do not re-state the calculation in words
· providing an explanation and justification of the allocation base chosen for Fly By Night, and what could result in incorrect allocation with respect to the firm 
· providing an explanation of the importance of correctly allocating costs to jobs for Fly By Night in regard to its ability to compete in the market and to maintain its viability
· identifying the reasons for under or over-applied overhead.
When you have completed your report, <teacher to insert conditions here>, hand it in to your teacher.

Resource A 

Financial information for Fly By Night

These are the estimated direct costs incurred if the case is taken up. Fly By Night costs out its partner hours at $70 per hour and uses a mark-up of 120%. About half of the partners are full-time and the others are only part-time (20 hours per week). It costs associate lawyers out at $40 per hour. 
	Estimated number of partner hours
	850

	Estimated number of associate lawyer hours
	1 350

	Travel
	$1 500

	Photocopying
	 $2 300

	Telephone
	 $2 700


Estimated overhead data for the year:
	Accounting
	$8 000

	Rental
	$34 000

	Other support wages
	 $20 000

	Cleaning
	$4 000

	Other
	$4 000

	Overall partner hours 
	70 000 


Actual overhead data for the year:
	Accounting
	$8 500

	Rental
	$34 000

	Other support wages
	 $19 000

	Cleaning
	$3 500

	Other
	$2 500

	Overall partner hours 
	74 000


Financial information for Fergusson, Giggs, and Scholes

Fergusson, Giggs, and Scholes have the same costs as Fly By Night but use a different classification for direct and overhead data. In their classification, the only direct costs are the partner labour cost and the associate lawyer costs. All other costs are classified as overhead.

Fergusson, Giggs, and Scholes cost out their partner hours at $70 per hour and associate lawyers at $40 per hour. They use a mark-up of 120%. Nearly all the partners are full-time.
	Estimated number of partner hours for this job
	850 

	Overall partner hours for the year
	70 000 

	Estimated number of associate lawyer hours
	1 350 


The overhead costs for the year for Fergusson, Giggs, and Scholes is $98 000.

Assessment schedule: Accounting 91409 Fly By Night
	Evidence/Judgements for Achievement 
	Evidence/Judgements for Achievement with Merit
	Evidence/Judgements for Achievement with Excellence

	The student has demonstrated understanding of a job cost sub-system for an entity.

The student has processed the financial information and calculated a reasonable quote for legal services explaining the basis on which it was calculated to enable Fly By Night to maintain its viability. The student has included ledgers/journals that are required to determine the cost of the job and the quoted price. 

The student has applied elements of Fly By Night’s job cost sub-system, including the purpose of such a sub-system and its usefulness for the firm, and the importance of correctly allocating costs when generating a selling price to maintain its viability. 

The application to Fly By Night may include:

· stating the basis on which calculations were prepared and assumptions made
· the importance of selecting an appropriate base

· the importance of correctly allocating costs to jobs

· whether partner hours are or are not an appropriate base for allocating overhead.

	The student has demonstrated in-depth understanding of a job cost sub-system for an entity.

The student has processed the financial information and calculated a valid quote for each firm’s legal services. The student has included ledgers/journals and explained how or why these have determined the cost of the job.

The student has explained relevant elements of Fly By Night’s job cost sub-system including the importance of selecting an appropriate base, whether or not partner hours is an appropriate allocation base in this situation to maintain the firm’s viability, and how or why these have been used to determine the cost of the job for Fly By Night.
The application to Fly By Night will include explanations of:

· the basis on which calculations were prepared and assumptions made
· the importance of selecting an appropriate base

· the importance of correctly allocating costs to jobs

· whether partner hours are or are not an appropriate base for allocating overhead. 
The student has explained the reasons for the overhead rates calculated and the relevance of the value of the overhead accounts for each firm, and how or why these have determined the cost of each job. These reasons may or may not be validly applied to either or both firms.

	The student has demonstrated comprehensive understanding of a job cost sub-system for an entity.

The student has processed the financial information and correctly calculated a valid quote for both firms’ legal services. They have justified the reasons for the overhead rates calculated and the relevance of the value of the overhead accounts for each firm.

The student has included relevant ledgers/journals that are required to determine the cost of the job and the quoted price.
The student has justified the relevant elements of Fly By Night’s job cost sub-system and has compared the two quotes, justifying the reasons for their differences and possible consequences for Fly By Night’s viability.
The application to Fly By Night will include justifying:

•
the basis on which calculations were prepared and assumptions made

•
the importance of selecting an appropriate base

•
the importance of correctly allocating costs to jobs

•
whether partner hours are or are not an appropriate base for allocating overhead. 

The student has justified elements of Fly By Night’s job cost sub-system, such as why partner hours have been selected as the firm’s allocation base. 
Justification requires students to state how and why the applied elements of the job cost sub-system are relevant. For example, this could include statements (or similar) that suggest that as the overhead rate is based on partners’ hours to determine the cost of each job, the justification demonstrates how and why this is important for the viability of Fly By Night (from a costing perspective). 

Students at this level should be making a clear linkage between the costs, the quote amount and the overall reasons for managing these for Fly By Night.



Final grades will be decided using professional judgement based on a holistic examination of the evidence provided against the criteria in the Achievement Standard.

NZQA Approved
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