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Internal Assessment Resource

Accounting Level 2

	This resource supports assessment against:

Achievement Standard 91179 version 2
Demonstrate understanding of an accounts receivable subsystem for an entity

	Resource title: Tektrus Electronic Supplies

	3 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
	February 2015 Version 3

To support internal assessment from 2015

	Quality assurance status
	These materials have been quality assured by NZQA.

NZQA Approved number A-A-02-2015-91179-02-5376

	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 91179: Demonstrate understanding of an accounts receivable subsystem for an entity 

Resource reference: Accounting 2.6B v3
Resource title: Tektrus Electronic Supplies 
Credits: 3 
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 91179. 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 process financial information for accounting subsystems for sales and accounts receivable and to write a report that explains elements of operating accounting subsystems for an accounts receivable subsystem.

Conditions 

Students should work independently to complete this activity.

Resource requirements 
Students can use a manual approach or an appropriate accounting software package for this activity.

If an accounting software package is used teachers will need to ensure that the accounting package is suitably set up for the student – in particular that it contains all the relevant accounts and is appropriate for the activity and available for easy downloading by each individual student. Students should also have had sufficient time to familiarise themselves with the package beforehand via the use of structured learning activities involving the accounts receivable subsystem.

If a manual system is used the teacher should supply the student with appropriate pro forma schedules.

Additional information 

None.

Internal Assessment Resource

Achievement Standard Accounting 91179: Demonstrate understanding of an accounts receivable subsystem for an entity 

Resource reference: Accounting 2.6B v3
Resource title: Tektrus Electronic Supplies 
Credits: 3 

	Achievement
	Achievement with Merit
	Achievement with Excellence

	Demonstrate understanding of an accounts receivable subsystem for an entity.
	Demonstrate in-depth understanding of an accounts receivable subsystem for an entity.
	Demonstrate comprehensive understanding of an accounts receivable subsystem for an entity.


Student instructions 
Introduction 
This assessment activity requires you to process financial information for the accounts receivable accounting subsystem for Tektrus Electronic Supplies. You will write a report explaining the current status of their accounts receivable subsystem and the various elements of the accounts receivable subsystem that they should think about. 

You will have <<teacher to insert time here>> hours of in- and out-of-class time to complete this activity. You will use <<teacher to insert the appropriate phrases here – either the pro forma schedules provided or the accounting software package that students will use>> and have access to any other appropriate material such as notes, texts and manuals.

Teacher note: The context for assessment could be adjusted to incorporate relevant local situations or contexts providing evidence towards the standard. For example, schools in Hawke’s Bay could use a vineyard storing and selling wine. For authenticity purposes it is strongly recommended that the nature of the business, names and amounts be changed.

You will be assessed on how accurately you process the necessary financial information and your explanation of the Tektrus Electronic Supplies accounts receivable subsystem.

Task 
Use the information in Resource A to:

· post all the opening balances to the accounts receivable subsidiary ledger

· print an aged debtors’ report for the opening debtors’ balances 

· post all the monthly transactions for September
· print a schedule of accounts receivable and an aged debtors’ report

Write a report based on all aspects of the case study (including Resource A) that enables you to demonstrate a comprehensive understanding of the accounts receivable subsystem for Tektrus.
Case background

Tektrus Electronic Supplies, owned by Sam Bright, earns the majority of its income from selling the latest clock radios. The business is registered for GST on the invoice basis. Sam operates a perpetual inventory system and keeps a subsidiary ledger for his accounts receivable.

Sam is conscious that even though he doesn’t have any accounting experience he knows the business of clock radios and is confident that he can continue to expand his business by listening to his customers. He believes strongly in Tektrus providing them with the best customer service experience “money can buy”. He used to ask for cash on delivery but decided that from the start of the new financial year (1 April) he would provide credit (60 days) if a customer asked for it. Sam currently has three sales staff (including one manager, Amanda, who is able to offer customers credit when Sam is not on site). Amanda wants to stop all customers from automatically accessing the credit terms, but Sam is very keen to keep growing the profits. 
Since April sales and profits have increased significantly and Sam feels that his change in sales policy is justified. Sam feels there is a good opportunity to expand the business by getting in a new investor, and thinks that the increased sales result is just the thing to get a potential investor on board.

Amanda isn’t as sure as Sam. As the manager she is responsible for all aspects of the business, including managing inventory, payroll, payments to suppliers and cash flows. 

To try and solve the arguments they have and gain clarity, Sam and Amanda have decided now is the time to get a financial “health check” and they have approached you.

They have given you a summary of the September transactions (Resource A) from the accounts receivable for you to process. They also need you to provide some information on the current position of the firm’s accounts receivable and to provide your business opinion around managing the accounts receivable system at Tektrus. 
This report should include, by way of guidance, an explanation of what is currently happening in the business (using relevant elements from the accounts receivable unit you have learned) and how well the accounts receivable subsystem is functioning at Tektrus. You will also need to address how it is able to help the firm achieve its business goals.

In your report you will need to justify relevant elements that need to be managed at Tektrus. As you write your report, take note of what is involved in managing each relevant element and the impact it has on Tektrus Electronic Supplies. You will need to clarify why an element is relevant and why managing each element is important for Tektrus moving forward based on what you have found from your study of the September transactions and other information.  
You should also ensure that you clearly justify your reasoning so Sam and Amanda understand how they can best meet the overall business goals. 
Teacher note: If an accounting package is used, depending on which one it is, the names and/or the required schedules may have to be adjusted.
Resources

Copies of appropriate pro forma schedules or access to an accounting software package (if this is the alternative selected), printer and paper will be provided.

Teacher note: This should be adjusted to suit, i.e. pro forma schedules if activity is being done manually or access to accounting software if being completed this way.
Resource A for Tektrus Electronic Supplies’ financial information. Any other notes, texts and manuals as required.
Resource A
Tektrus Electronic Supplies had the following debtors and account balances on 1 September 2011.

	Debtor
	Balance
	Dr/Cr
	Credit limit
	Time overdue

	J Ashton
	3,080 
	Dr
	10 000
	2 months

	K Morris
	13,600 
	Dr
	· 
	3/4 3 months

	
	
	
	· 
	1/4 4 months

	A Fastow
	3,600
	Dr
	· 
	3 months

	G Makura
	2,100 
	Dr
	· 
	Current

	S Change
	24,400 
	Dr
	· 
	1/4 5 months 

	
	
	
	· 
	1/4 4 months 

	
	
	
	· 
	1/4 3 months 

	
	
	
	· 
	1/4 2 months

	P Purvis
	16,520 
	Dr
	30 000
	½ 4 months

	
	
	
	
	½ current

	G Graham
	14,700
	Dr
	· 
	3 months

	Accounts receivable control balance 
	78,000
	Dr
	


The following information and transactions relate to September 2011. 

The current clock radios cost $40 excluding GST. Sam decides to allow a discount of 12% for credit customers who place an order for more than 25 radios.

Sam sells them for $80 excluding GST.

	Sept 06
	Sold 16 clock radios to P Purvis on credit, invoice 100

	Sept 07
	P Purvis paid by direct credit $1,875, receipt 305

	Sept 07
	Sold J Ashton 22 clock radios on credit, invoice 101

	Sept 12
	Sold 14 clock radios to K Morris on credit, invoice 102

	Sept 14
	K Morris returns 8 clock radios, credit note 500

	Sept 17
	Sold 12 clock radios to P Purvis, invoice 103

Charged P Purvis freight on the above order $46 including GST

	Sept 20
	P Purvis returns 8 clock radios, credit note 501

Sold 12 clock radios to G Graham, invoice 104

	Sept 21
	K Morris paid by direct credit $2,200, receipt 306

	
	Sold A Fastow 14 clock radios on credit, invoice 105

	Sept 23
	Sold 14 clock radios to G Makura on credit, invoice 106

Sold 54 clock radios to H Puna on credit, invoice 107

Sold 82 radios to J Ashton on credit, invoice 108

	Sept 28
	After receiving notification that S Change has filed for bankruptcy, Sam decided to write off the full amount of the debt. K Morris has decided to move to Australia. Amanda had heard rumours of this in May, but Sam was happy to sell to him.

	Sept 28
	P Purvis phoned questioning his account. It is found that he has been charged for G Makura’s invoice dated 28 August 2011 by mistake. The amount involved was $1,288 including GST. G Makura has not yet been charged for this invoice.


P Purvis and J Ashton were specifically made to complete a credit check by Amanda to ensure they had an appropriate credit limit.
Assessment schedule: Accounting 91179 Tektrus Electronic Supplies
	Evidence/Judgements for Achievement 
	Evidence/Judgements for Achievement with Merit
	Evidence/Judgements for Achievement with Excellence

	The student has prepared the financial information for Tektrus Electronic Supplies, including:

· correct credit sales in the relevant subsidiary ledger accounts 

· schedule of accounts receivable completed from the closing balances in the subsidiary ledger

· correct aged debtors’ schedule.

Allow for consistency and follow-through errors. For example, do not penalise students twice if incorrect figures resulting from previous errors are used to post incorrect figures to the relevant ledger accounts. 

One or two minor errors (such as transpositions, rounding) are acceptable.

The student’s written report describes at least four relevant elements of operating the accounts receivable subsystem.
The report must be linked to Tektrus Electronic Supplies and should mention, within the context of debtor management, the issue of its relationship with cash flow and refer to a possible solution.

For example, a student stating credit checking could write:
Credit checking potential customers means making sure they will be able to pay their accounts by asking them to complete a credit application form and/or checking their past payment history. Sam has started to do this with new customers of Tektrus, such as P Purvis and J Ashton, and this has meant that he is able to check that they have a good history of paying their bills on time, which may prevent Tektrus losing money from them. 
	The student has prepared the financial information for Tektrus Electronic Supplies, including:

· correct credit sales in the relevant subsidiary ledger accounts 

· schedule of accounts receivable completed from the closing balances in the subsidiary ledger

· correct aged debtors’ schedule

plus
· sundry charge to debtor

or

· bad debt.
One or two minor errors (such as transpositions, rounding) are acceptable.

The student’s written report explains relevant elements of operating the accounts receivable subsystem of Tektrus Electronic Supplies. 
The report must be linked to Tektrus Electronic Supplies (either the case study and or the processes). 
The student answer could particularly highlight the issue that a lack of debtor management could result in a rise in bad debtors and a consequential decrease in cash flow. The response should cover more than one suggestion for solving this issue.

For example, a student explaining credit checking could write:
Credit checking potential customers means making sure they will be able to pay their accounts by asking them to complete a credit application form and checking their past payment history. This means that Tektrus Electronic Supplies is more likely to receive the money owing from P Purvis and J Ashton and hence avoid situations where money is lost when debtors go bankrupt. 
Sam should have credit checked his original cash based customers too as they may not have a clean credit record. G Makura and A Fastow are fine, but S Change may have been flagged as risky when giving credit.
Students should, in the report, be linking a number of items from the processing, and these should be applied consistently. 
	The student has prepared the financial information for Tektrus Electronic Supplies, including:

· correct credit sales in the relevant subsidiary ledger accounts 

· schedule of accounts receivable completed from the closing balances in the subsidiary ledger

· correct aged debtors’ schedule

· sundry charge to debtor

· bad debt

plus
· discount allowed

and/or

· transposition error.
One or two minor errors (such as transpositions, rounding) are acceptable.

The student’s written report justifies all relevant elements of operating the accounts receivable subsystem, linking them to Tektrus Electronic Supplies, and justifies the impact that they have on Tektrus.
The report must be linked to Tektrus Electronic Supplies and relevant transactions that have been processed. 
The student answer could highlight the issue that a lack of debtor management could result in a rise in bad debtors and a consequential decrease in cash flow and how this has manifested itself in the transactions. 

The student response could also cover the impact on the profit and loss in the context of if Sam asks someone to join him as a business partner they will no doubt closely examine the profit and loss statement. The response should cover more than comprehensive suggestions for solving this issue.

For example, a student justifying credit checking could write:
Credit checking potential customers means making sure they will be able to pay their accounts by asking them to complete a credit application form and checking their past payment history. This means that Tektrus Electronic Supplies is likely to receive the money owing. If the credit check is not thorough and customers with a poor credit rating are given credit, then some customers might not pay and this could well cause cash flow problems for Tektrus Electronic Supplies. While sales might not have been so high profit (and cash) would have been higher as Tektrus would not have to write off debts such as that of S Change who owes $24400 (which is approximately 1/3 of the entire accounts receivable account at the start of September) and K Morris at the end of the month. 
With a stronger accounts receivable management process the debtors would have a more reliable payment history, which would also reflect in the aged trial balance. This would result in the write-off for bad debts being lower, and potentially better cash management.
The end reader should, when reading a comprehensive report, be fully cognisant of the process undertaken by the entity, and how this is supported by the processing. A report of this nature should enable an external user to understand the nature of Tektrus’s accounts receivable system and how it relates to day-to-day processing and contributes to the goals of the firm in general.


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