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Scholarship: Accounting Performance Standard

Outcome description

Students will demonstrate higher level critical thinking through the integration and application of accounting concepts and skills. Students will be required to display comprehensive content knowledge, and effective communication skills, in a variety of contexts including complex or unfamiliar / unexpected contexts, relating to the entities.
In all written answers student are expected to demonstrate a high standard of language, including a accounting and business terminology within a structured framework.

Performance Descriptor 1 - Outstanding Performance

The student will:

· within a conceptual framework, identify, process and report financial information and evaluate and justify the accounting treatment of information contained in financial reports

· interpret financial reports for external users, demonstrate critical thinking and present justified conclusions

· synthesise and apply accounting knowledge and processes in the preparation and interpretation of information for management

· communicate effectively, demonstrating an outstanding level of critical and flexible thinking. 

Performance Descriptor 2 

The student will:
· within a conceptual framework, identify, process and report financial information and evaluate and justify the accounting treatment of information contained in financial reports

· interpret financial reports for external users, demonstrate critical thinking and present justified conclusions

· synthesise and apply accounting knowledge and processes in the preparation and interpretation of information for management.

Performance Descriptor 3

The student will:

· within a conceptual framework, identify, process and report financial information and present some evaluation and/or justification of the accounting treatment of information contained in financial reports

· interpret financial reports for external users, demonstrate some critical thinking and present justified conclusions

· apply accounting knowledge and processes in the preparation and interpretation of information for management.

Explanatory Notes

1 This standard is related to:

(i) Accounting Curriculum for New Zealand Schools, Ceta Resources and Curriculum Services, New Zealand Commerce and Economics Teachers’ Association (NZCETA), 1998, (revision #1, Dec 1999); Levels 1,2,  3 and 4

(ii) The preparation of the financial statements relating to  the New Zealand Equivalents to International Financial Reporting Standards and subsequent updates and relevant Acts of Parliament The New Zealand Equivalents to the IASB Framework for the Preparation and Presentation of Financial Statements (NZ Framework), The New Zealand Preface, Framework for Differential Reporting for Entities Applying the NZ Equivalents to IFRS Reporting Regime

2 This scholarship standard recognises that Accounting has an informative role and an accountability role.

(i) The informative role provides decision-useful information for internal parties to make strategic and routine decisions; and for external parties to make decisions about providing resources to, or doing business with an entity.

(ii) The accountability role assists users to assess the entity’s financial performance, financial position and cash flow; and compliance with legislation and regulations.

(iii) Decision-useful information is presented in the form of management and financial accounting reports. These may be either historical or prospective, and may be in a narrative or quantitative form.

(iv) The reports are underpinned by a Conceptual Framework that enables them to be used for decision making to assist users:

· in forming, revising or confirming expectations about the future; or 

· confirming or correcting prior expectations about past events.

Note:  The Conceptual Framework – this is the Framework that underpins the preparation of financial statements (eg The New Zealand Equivalents to the IASB Framework for the Preparation and Presentation of Financial Statements) and should not be confused with references to the conceptual framework referred to in this document.

3 The entities for the context of study for the first two criteria are limited liability companies. It is assumed that the companies will be registered for GST on the invoice basis.  GST will not be assessed in relation to  Cash Flow Statements.  The entities for the context of study for the third criterion may be sole proprietor, partnership or limited liability companies.

4 The entities for criteria 1, 2 and 3 may be service, trading or manufacturing businesses registered for GST on the invoice basis.

5 Identify means extract relevant information from case study data, which may be financial and/or non-financial in nature.

6 Application of accounting concepts and skills includes but is not limited to:

· processing transactions

· reporting within a conceptual framework.
7 Effective communication means a structured framework that is::
· understandable

· able to be used for decision making

· addressed to the appropriate audience

· focused on the context required by the question.
8 Critical thinking involves:

· considering evidence

· appraising evidence

· making informed judgements and/or recommendations.
9 Flexible thinking includes:

· evidence of wider general knowledge

· innovative ideas and/or solutions

· relating the context back to the “real world”.
10 Conceptual framework includes knowledge of a selection from the:
· features and/or legal requirements of business entities, selecting from:

· ownership

· liability of owners/directors

· distribution of profit

· solvency test

· constitution/partnership agreement

· procedure for formation

· legal obligation to prepare financial statements and/or annual report

· advantages and disadvantages of sole proprietor, partnership and company forms of organisation

· purpose and status, and scope of the New Zealand Framework
· objectives of financial statements as set out in the New Zealand Framework

· characteristics of an exempt company as per the Companies Act 1993
· characteristics of a company that qualifies for differential reporting 

· reasons for differential reporting 

· purpose of New Zealand International Accounting Standards (NZIAS) and New Zealand International Financial Reporting Standards (NZIFRS)

· purposes of each of the major sections of statutory and non-statutory information within the annual report of a reporting entity listed on the New Zealand Stock Exchange

· purpose(s) of preparing financial reports including supplementary information, financial statements and non-financial statements – refer to the Appendix (http://www.tki.org.nz/ncea) for coverage and depth

· limitations of the financial statements.

· qualitative characteristics of financial statements

· constraints on relevant and reliable information

· underlying assumptions 

· elements of the financial statements

· recognition of the elements of the financial statements

· measurement of the elements of the financial statements 

11 Process financial information will include a selection from:

(i) preparing and/or justifying accounting entries to record the issue of fully paid (on application) ordinary shares of a company including the issue of shares:

· in exchange for cash and/or other assets

· in exchange for the purchase of a business as a going concern

· for repayment of debt

(ii) explaining reasons why a company may repurchase its own shares
(iii) preparing and/or justifying accounting entries for the repurchase of shares.

Note: accounting entries are limited to debiting contributed equity and crediting bank, and adjusting retained earnings where necessary

(iv)
preparing and/or justifying accounting entries for a company, limited to:
· revaluation of  assets

· Notes: revaluation of assets may be upwards or downwards

· Impairment of  goodwill.  The amount of impairment will be provided

· income tax payments made and the income tax expense of a company, including closing entries

Notes: (1)
Applicable tax rates or the amount of tax paid and/or tax expense will be provided

(2) 
Deferred tax will not be assessed

· the payment of dividends

· closing entries involving equity accounts.

12 Report financial information will include a selection from:

(i) explaining the purpose of preparing financial reports [refer to APPENDIX on www.tki.org.nz ]

(ii) explaining the purpose of each of the major sections of statutory and non-statutory information contained in the annual report of a reporting entity listed on the New Zealand Stock Exchange

(iii) preparing financial statements and/or financial statement extracts incorporating balance sheet date adjustments for a company which is a reporting entity

Coverage:

· Financial Statements and/or financial statement extracts will be a selection from:

· Statement of Accounting Policies

· Income Statement

· Statement of Changes in Equity 

· Balance Sheet.

Note: Refer to Appendix (http://www.tki.org.nz/ncea) for detail of disclosures required and coverage for each statement.

· Balance sheet date adjustments limited to a selection from:

· depreciation (straight line,  diminishing value or units of use)

· bad and/or doubtful debts

· adjustment for inventory where net realisable value is below historical cost

· invoices on hand for expenses

· accrued expenses, accrued income , prepayments, income/revenue in advance

· company tax expense for the year and tax payable/receivable

· revaluation of non-current assets.


Note:

· Valuation of inventory at net realisable value below cost (debited to write down of inventory) and disclosed as an expense).

· Invoices on hand for expenses will be dated before balance day and recorded as Accounts Payable (including GST).

· Accrued Income will be limited to interest and/or dividends owing to the business.

· Accrued expenses will be limited to wages and interest.

· Drawings of inventory by shareholders will not be assessed.

· Revaluation of investments upwards or downwards

· Revaluation of land and/or buildings upwards or downwards

Note: 

(i) Revaluations may occur on a date other than Balance Sheet date.

· Income tax expense and taxation payable/receivable.

Notes: 
(1) Knowledge of taxation rates will not be assessed.

(2) Deferred tax will not be assessed.

(3) Provisional tax paid and taxation expense amounts will be provided.

13 Interpret financial reports for external users will include a selection from:

(i) explaining the purpose of analysing financial information, and the limitations of using financial statements to make decisions

(ii) analysing financial statements

· Analysis will require students to identify and calculate analysis measures  which measure profitability, financial stability, liquidity and market analysis  
(iii) interpreting financial statements.

· Interpretation will require students to critically evaluate and interpret financial performance and position, management of cash resources and market performance, demonstrating an understanding of interrelationships between the analysis measures.

Note: 

· With the adoption of the IFRS the annual report selected for interpretation is not limited to companies listed on the NZ Stock exchange.

· Students will be required to integrate  financial and non-financial information. 

14 Synthesise and apply accounting knowledge and processes in the preparation and interpretation of information for management will include a selection from:

(i) explaining the flow of costs in a business which produces a good

(ii) defining and applying cost concepts

Coverage:

· cost object

· direct and indirect costs

· cost drivers (bases) and cost allocation

· variable, fixed, semi-variable and semi-fixed costs

· relevant range

· contribution margin

· contribution margin ratio
· margin of safety (in units and/or dollars)
(iii) calculating and/or explaining an overhead allocation rate for job costing using an appropriate cost driver, eg machine hours, direct labour hours

(iv) preparing accounting entries for job costing for a business which produces a good or service

(v) differentiating between routine and strategic decisions

(vi) explaining the types of decisions made by different managers and the financial and non-financial information required to make those decisions

(vii) explaining the purpose of preparing budgets and the need to compare actual results with budgeted figures

Coverage:

Budgets include: sales budget, production budget, raw materials purchases budget, factory overhead budget, capital expenditure budget, cash budget and budgeted financial statements

(viii) preparing a cash budget and use a cash budget to make planning recommendations for management of cash resources including possible sources of finance

(ix) using cost-volume-profit analysis techniques from given data to help make decisions for an entity

Coverage:

· one or two products

· presentation of a cost-volume-profit graph illustrating the break-even point

· calculation of units and sales dollars needed to achieve break-even or a desired level of profit
· calculation of margin of safety (in units and/or dollars)
· calculation of desired level of profit using contribution margin approach to the income statement 
(x) using a decision-making process to make valid and justified recommendation/s to management

Coverage:

· the decision-making process includes: planning, implementation and control.

· planning includes identifying goals, setting objectives, identifying alternatives and selecting an alternative.
15 Evaluate accounting subsystems providing explanations of the key strengths and/or weaknesses evident in the subsystems make justified recommendations to management.

16 The APPENDIX is a separate document located at www.tki.org.nz/ncea
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