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Internal Assessment Resource

Accounting Level 3

	This resource supports assessment against:

Achievement Standard 91407

Prepare a report for an external user that interprets the annual report of a New Zealand reporting entity 

	Resource title: Annual report review

	5 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-12-2012-91407-01-6004

	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 91407: Prepare a report for an external user that interprets the annual report of a New Zealand reporting entity
Resource reference: Accounting 3.4B
Resource title: Annual report review
Credits: 5
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 91407. 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 prepare a report that interprets the annual report of a New Zealand reporting entity, making a recommendation to meet the needs of an external user.

The annual report must be a current annual report from a reporting entity that publishes a publicly available annual report that is in full compliance with New Zealand GAAP (Generally Accepted Accounting Practices). 
Interpreting the annual report for an external user involves explaining the relevant financial and non-financial information, which may be found in the current annual report and other media related to a New Zealand reporting entity.
The annual report could be specified by the teacher or chosen by the student.

The report is to be prepared formally for an external user specified by the teacher. 
The external user could be:

· a shareholder or a potential shareholder

· an interested employee or potential employee

· an interested consumer

· an interested community group.

Conditions 

This activity will take place over three to four weeks of in-class and out-of-class time.

The initial analysis of the annual report can be completed in a group. Writing the report is an individual task.

Resource requirements 
Provide a photocopy or a PDF file of an annual report. Company annual reports are costly to produce and companies should not be expected to carry the cost of providing copies for student use. The following websites provide PDF versions of current annual reports:
· Briscoe Group
· Fisher & Paykel (Healthcare) 
· Fletcher Building 
· Hallenstein Glasson Holdings
· Michael Hill International
· Mighty River Power
· Pumpkin Patch
· The Warehouse
· Watercare Services
Additional information 
None.

Internal Assessment Resource 
Achievement Standard Accounting 91407: Prepare a report for an external user that interprets the annual report of a New Zealand reporting entity
Resource reference: Accounting 3.4B
Resource title: Annual report review
Credits: 5
	Achievement
	Achievement with Merit
	Achievement with Excellence

	Prepare a report for an external user that interprets the annual report of a New Zealand reporting entity.
	Prepare an in-depth report for an external user that interprets the annual report of a New Zealand reporting entity.
	Prepare a comprehensive report for an external user that interprets the annual report of a New Zealand reporting entity.


Student instructions 
Introduction 
This assessment activity requires you to prepare a formal report for <<insert external user>>, interpreting the annual report of a New Zealand reporting entity and making a recommendation.

You will be assessed on the thoroughness of your interpretation, including your conclusions and your justification of your recommendation, and the extent to which you relate the reporting entity’s annual report to wider economic activities and to the specific needs of <insert external use>. 
Teacher note: The external user may be specified by the teacher or chosen by the student and approved by the teacher, adapting the resource as necessary.

This activity will take place over three to four weeks of in-class and out-of class time.

The initial analysis of the annual report can be completed in a group. Writing the report is an individual task.

Task 
Your teacher has provided you with the annual report of a New Zealand reporting entity. <Insert external user> has asked you to write a report interpreting the reporting entity’s annual report. This will involve sourcing additional information about the reporting entity’s performance, for example, an online article discussing the management of the reporting entity.

Note that if the annual report has both group and parent reporting entity financial statements, you should use the group financial statements.

Write a formal report for the <insert external user> ensuring that you make a recommendation on the New Zealand reporting entity.
See Resource A for further elaboration and for examples of analysis measures that you can use. These can be selected from any analysis measures stated in the annual report and/or your own calculations based on financial statements in the annual report or those provided to you by your teacher.
Take care that your report reflects the specific needs of <insert external user>.
It is expected that the language and structure of your report will reflect its formal nature.

A modern formal report for business includes:

· an introduction (in the form an executive summary)
· a main body (with sub-headings as appropriate)

· a justified conclusion (with recommendations and limitations of the report)
· a reference list. 
Take care to clearly communicate your ideas. 

For planning and guidance see Resources A and B.
Resource A – Report content
Introduction (in the form an executive summary)
The executive summary is usually no longer than 10% of the original document. 

It is written for people who may not have the time to read the entire report, and need an outline that presents the main findings and the conclusions.

Identify the reporting entity and its main activities and the reporting period to which the report relates. Outline the purpose of your report, identifying the specific needs of <insert external user>, and include a brief summary of your findings, incorporating your recommendation. 
Accuracy in re-stating your report’s main points is essential as decisions and strategies may be made by your intended user even though they have not read the entire report.

For planning purposes, an executive summary should be written after you’ve completed your report.
Interpretation

Interpreting the annual report for an external user involves explaining the relevant financial and non-financial information, which may be found in the current annual report and other media related to the New Zealand reporting entity.
Your interpretation needs to cover profitability, cash management and liquidity, and any other measure(s) relevant to the specific needs of the external user.

You should also refer to:

· financial and/or non-financial information contained in the annual report

· other relevant financial and/or non-financial information, collected from other sources, that relates to the reporting entity and its economic activities. For example, if the report is for a potential employee, you could look for aspects of the business that have been closed down in the previous period or new openings.
Provide information about the reporting entity’s business activities during the year and the financial implications of these. Identify business/economic causes for the trends in financial results. Provide evidence of the profitability of the reporting entity and discuss whether or not it seems to be well placed moving forward. Link these individual aspects together to give an overall picture of the reporting entity’s situation relevant to the needs of <insert external user>.
Conclusion

Make a recommendation to <insert external user> tailored towards their specific needs. For example, if the report is for a potential shareholder, the recommendation should include a market analysis. If the report is for a potential employee, the recommendation should include specific details of staff relocations, redundancies or changes in the recent past. 

Include information from commentaries in the reporting entity’s annual report or refer to events with wider economic implications such as natural disasters, economic downturns, changes in government policy, inflation, or exchange rate movements.

Justify your recommendation by explaining how it will meet the needs of <insert external user>.

In your report and recommendation identify assumptions you have made and limitations, for example, items in the accounts or auditor’s report that you do not completely understand due to their complex technical nature. 

Bibliography

Clearly cite any resources you have used in your report including the name of each resource (for example, books or websites), the author, date of publication and, if applicable, the URL.
Resource B

The following questions may assist you with your interpretation and with explaining non-financial aspects of the reporting entity from the annual report that may be relevant for the external user. Depending on the entity, some of these may not be contained within the report. You may need to use other sources. 

· What are the core business area(s) and geographic locations in which the entity operates?

· What are the entity’s current business strategy or strategies and key point of difference in the target market? Is there a specific skill-set required of employees?
· What is the current and future market potential for the entity? What influence have recent global events apparently had on the entity? In which specific areas?

· What is the current ownership structure?

· Identify strengths of the entity’s management team and how these may benefit the organisation in future financial years.

· What are the remuneration trends from last year to this year for the highest earners?

· Are there other non-wage-related benefits of being an employee at the entity?

Assessment schedule: Accounting 91407 Annual report review
	Evidence/Judgements for Achievement 
	Evidence/Judgements for Achievement with Merit
	Evidence/Judgements for Achievement with Excellence

	The student has prepared a report that interprets the annual report of a reporting entity for an external user.

The report provides a range of interpretations (explanations of relevant trends within the business that have resulted in changes to analysis measures and/or using relevant financial and non-financial information) that are valid in the context of the reporting entity and its economic activities.

The report’s conclusion includes a recommendation suited to the needs of the external user.


	The student has prepared an in-depth report that interprets the annual report of a reporting entity for an external user.

The report provides a range of interpretations linked to relevant financial and non-financial information contained in the annual report. The interpretations are valid to the context of the reporting entity and its economic activities.

The student has made a recommendation that reflects the needs of the external user, explaining their reasons for the recommendation.

The ideas in the report are communicated with clarity. 

More than one valid reason aligned to the interpretation is required to be incorporated into the conclusion.

	The student has prepared a comprehensive report that interprets the annual report of a reporting entity for an external user.

The report provides a range of interpretations related to the relevant wider economic activities of the reporting entity, using relevant financial and non-financial information from both the annual report and external sources. The report paints a clear picture of the reporting entity’s activities.
The student has made a justified recommendation aligned to the body of the report. There is a clear link between the needs of the external user and the student’s recommendation. 

The student has identified the limitations of their report.

The ideas in the report are communicated with depth and clarity. 

A range of reasons aligned to the interpretation should be provided as justification for the conclusion.



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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