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INSTRUCTIONS  AN D INFORM ATION  

 
Rea d  th e  fo llo wing in struc tio n s ca refu lly a n d  fo llo w t h e m  p recise ly.  
 
1 .  
 
2 .  
 
3 .  
 
4 .  
 
5 .  
 
6 .  
 
7 .  

A n swe r AL L  qu e stio n s.  
 
A  sp e cial A NSW E R BOO K  is p rovide d in  wh ich to  a n swe r AL L  que stio n s.  
 
S h o w A L L  wo rkin gs t o  e a rn pa rt - m a rks.  
 
Yo u  m a y u se a  n o n - p ro gram ma b le ca lcula to r.  
 
Yo u  m a y u se a  d a rk pe n c il o r blue /b la ck in k to  a n swe r qu e stio n s.  
 
W here a pp lica b le, sh ow A L L  ca lcula tion s to  ONE  d e cim a l po int .  
 
W rite  ne a tly a n d le gibly.  
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8 .  Use th e  inf o rma tion  in th e  ta b le be low a s a  gu ide  wh e n  a n swe rin g  th e  qu e stio n 
p a pe r. T ry NOT  t o  d e viat e  f rom  it.  

 

QUE S TION 1:   4 0  ma rk s ; 2 0  mi nute s   

T opic :  This  i nte gra tes :  

Ma n uf a ctu rin g   

Ma nage rial ac c ounting  

P rod u ctio n  Co st S ta tem e nt  

B rea k - e ve n  an a lysis  

Ma nagi ng re s ourc e s  

In te rna l co ntrol  
 

QUE S TION 2:   3 0  ma rk s ; 2 0  mi nute s  

Topic :  This  i nte gra tes :  

Reco n ciliat ion  

Fina nci al a cc ounting  

B a n k reco n ciliat ion   

Ma nagi ng re s ourc e s  

In te rna l co ntrol  
 

QUE S TION 3:   4 5  ma rk s ; 2 5  mi nute s  

Topic :  This  i nte gra tes :  

In ve n to ry V a lua tion   

Ma nagi ng re s ourc e s  

V a lua tio n  m e th od s  

In te rna l co ntrol  
 

QUE S TION 4:   7 0  ma rk s ; 4 5  mi nute s     

Topic :  This  i nte gra tes :  

B a lan ce  S he e t a nd  Aud it 
Rep o rt  

Fina nci al a cc ounting  

Con ce pts  

B a lan ce  S he e t a nd  no te s  

Fixe d  a sse ts   

Ma nagi ng re s ourc e s  

A u d iting  
 

QUE S TION 5:   7 5  ma rk s ; 4 5  mi nute s  

Topic :  This  i nte gra tes :  

Cash  Flow S ta tem en t a n d  
In te rpreta tion  

Ma nagi ng re s ourc e s  

Con ce pts  

Cash  Flow S ta tem en t  

In te rpreta tion  
 

QUE S TION 6:   4 0  ma rk s ; 2 5  mi nute s  

Topic :  This  i nte gra tes :  

B u d ge tin g  

Ma nage rial ac c ounting  

Cash  B ud ge t  
P rojec ted  I n co me  S ta te m en t  

Ma nagi ng re s ourc e s  

In te rna l co ntrol  
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QUE S TION 1:   M AN U F AC TURING                                            (40  ma rk s;  2 0  m inutes )  
   

S ihle  S an gwe n i o wn s two  se p a rate  f a cto ries th a t m a nuf a ctu re p ro d u cts a cco rding to  
o rde rs re ce ive d . T he re is n o  wo rk - in - p rogress  st o ck. The  ye a r - e n d is 2 8  Feb rua ry.  

 

1 .1  In d icate  wh e th e r th e fo llo wing sta te m en ts a re  T RUE  o r FAL S E . W rite  o n ly ' true '  
o r ' fa lse '  ne xt to  th e  que stio n  n um be rs (1 .1 .1  to  1 .1 . 3 ) in th e A NSW ER BO OK .  

 

    

 1 .1 .1  W age s of f a cto ry cle a ne r s  is  a  d ire ct la b ou r co st.   
    

 1 .1 .2  Delive r y co sts o f f inishe d  go o d s t o ret a ile rs are  a  se lling a n d  d istrib u tion  
co st.  

 

    

 1 .1 .3  Dep recia tion  on  off ice  e qu ipm en t is a n  a dm inistrat ion  co st.           (3 x 1 )  (3)  
    

1 .2  DES KS  F ACTOR Y   
    

 REQ UIRED:   
    

 1 .2 .1  Com p lete  th e  Fa cto ry O ve rhe a d  Co st Not e .  (8)  
    

 1 .2 .2  Calcu lat e  th e  to ta l co st of  p rod u ctio n  of  f inishe d  go o d s.  (5)  
    

 1 .2 .3  S ihle  wa n ts to  p rodu c e  a n  a dd itiona l 1  50 0  d e sks, wh il e  m a int a in ing th e  
se lling p rice  a n d co sts.   

 

    

  Calcu lat e  th e  a dd itional p rof it he  can  e xp e ct.  (4)  
    

1 .3  CH AI RS  F AC TOR Y   
   

 REQ UIRED:   
    

 1 .3 .1  P rovide  a  ca lculatio n  to  co nf irm  th e  b rea k - e ve n  po int  fo r 20 1 9.  (4)  
    

 1 .3 .2  Comm e nt on  th e b reak - e ve n  p o int an d  th e p rod u ctio n  le ve l a ch ieve d .  
Qu o te  f igu res.   (4)  

    

 1 .3 .3  Raw m a te ria l co n sists of  wo o d  o n ly .  In  20 1 9  t h e  co st is R12 0  pe r squ a re 
m e tre (m 2 )  an d  1 , 2  m 2  of  wo o d  is ne e de d  to  m a ke o ne  cha ir.  
 
Durin g th e  ye a r, 2 2  00 0  m 2  wo o d  wa s d ispa tch ed  to  th e  fa cto ry. S ihle 
fe e l s th a t th e wo o d  raw m a te ria l wa s n o t we ll co n trolle d.   

    

  ¶ P rovide  a  ca lculatio n  to  su pp o rt h is  o p in ion .  (4)  
  ¶ Id e ntif y TW O p o ssible ca u se s of  th is p rob lem . P rovide  a  so lut ion  fo r 

E A CH .   (4)  

 1 .3 .4  Give  TW O rea so n s fo r th e  increa se  in d ire ct labo u r co st.  P rovide  a  
so lut ion  fo r E A CH .  Note  th at wa ge s a n d  sa laries incre a sed  b y 5 % in th e  
cu rre n t f ina n cial ye a r.  (4)  
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 4 0  

 
 
  

 INFORM ATION:   
    

 A.  DES K S  F ACTOR Y   
    

  E x trac t of pre - a djustme nt a mounts  on 28  Febr uar y 2 0 1 9   

   R   

  I ndir ect labour  296 500   

  Depr eciation of  f act or y plant  166 000   

  Advert ising  24 500   

  W ater  and electr icit y  248 000   

  Rent  expense  345 600   

  I nsur ance allocat ed t o sales depar tm ent  12 600   

  Fact ory sundr y expenses  107 700   

    

  Ad jus tments to fac to r y o ve rhe a ds for de sk s :   
    

  ¶ W ate r an d  e lect ricity f o r Feb rua ry 2 0 1 9 , R18  0 0 0 , mu st b e  ta ke n into 
a cco un t.  80 % is a llo ca ted  to the  f a ctory. T h e  ba lan ce  is a n 
a d m in istrat ion co st.  

 

    

  ¶ Ren t m u st b e  a llo ca te d a cco rding t o f loo r a rea:  
Fact o ry: 8 1 0  m 2            Of f ice : 1 8 0 m 2            Sa les de p a rtm en t:  9 0  m 2  

 

    

  ¶ 7 5 % of insu ran ce  m u st b e  a llo ca te d  to  the  facto ry. T h e  b a lan ce  a pp lie s 
to  the  sa le s de p a rtm ent.  

 

    

 B.  INFORM ATION FOR BOTH F AC TORIE S   
    

 

CO STS  

DESKS  
2019  

CH AI RS  
( Unit costs)  

Am ount  Per unit  2019  2018  

Variable  

Dir ect m ater ial  R3 060 000  R340  R165  R124  

Dir ect labour  ?  R160  R90  R70  

Selling  and distr ibut ion  R720 000  R80  R50  R60  

T ot al variable costs   R580  R305  R250  

Fixed  
Fact ory overheads    R76  R75  

Administ r ation  R360  000  R40  R20  R18  
 

SELLI NG  PRI CES  

Per unit  R750  R390  R370  
 

UNI TS  

P r oduced and sold  9 000  16 000  15 000  

Br eak - even point  8 471  18 071  12 400  
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QUE S TION 2:   RECONCILI ATION                                               (3 0  ma rk s, 2 0 m inutes )   
  
T he  info rm atio n  rela te s  to  K lon e x T rad e rs .   
  
REQ UIRED:   
  
2 .1  T he  o wn e r, B e n  Jo sep h , rea lise s  tha t ma ny p e o p le a re n o w u sing  e lect ron ic 

fu n d s t ran sfe rs (E FT s)  inst e ad  of ch e qu e s .   
   
 2 .1 .1  S ta te  T HRE E  ad va n tage s of  E FT s.  (3)  
    
 2 .1 .2  Ja n e t ,  the  b oo kke ep e r ,  h a s be en  a ssign e d  th e  du ty o f  p roce ssing a n d 

co n trollin g a ll E FT s.  
 
E xp lain  TW O rea so n s  wh y t h e  in te rna l au d itor is  co n ce rned  ab ou t this.  (4)  

   
2 .2  S h o w ch a n ge s in the  Cash  Jou rna ls fo r June  2 01 9 .    (11 )  
   
2 .3  Calcu lat e  th e  co rre ct Ba n k A cco u nt ba lan ce  on  3 0 Ju ne  20 1 9.  (4)  
   
2 .4  P rep a re th e B an k Re co n ciliat ion  S tatem e nt on  3 0 Ju ne  20 1 9.  (8)  
   
INFORM ATION:   
   

A.  E x trac t:  Bank  Re c onc il ia tion S tatem e nt  on  3 1  May 2 0 1 9  
 

O utst anding deposit  R9 500  

O utst anding cheques   

No.  Date    

321  10 Decem ber  2018  R1 500  

427  14 Ma y  2019  R1 400  

444  27 Ma y  2019   R4 670  

516  28 Ma y  2019  R7 950  

Favourable bal ance on Bank Account  R9 200  

 

NOTE:  
 

¶ T he  ou tst an d ing de p o sit a p pe a red  on  t he  June  B an k S ta tem en t .  
 

¶ Che qu e  32 1  wa s issu ed  f o r th e  o wn e r ' s clu b  fe e s. It wa s n e ve r de posite d .  
 

¶ Che qu e  4 2 7  d id no t a pp e a r on  t he  Ju n e  Ba n k S ta tem e nt.  I t  wa s lo st a n d  a  n e w 
ch e qu e  will b e  issu e d in  Ju ly.  

 

¶ Che qu e  44 4  d id  no t a pp e a r on  th e  Ju n e B an k S ta te me n t.  
 

¶ Che qu e  5 16  ap p ea red o n  the  Jun e  Ba n k S tate me n t with  the  co rre ct a mo u n t of 
R5  2 50 .  
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 B.  P rovis iona l totals  in  the  Cas h J ournal s  on 30  J une  2 0 19  before 

re c e iving the Bank  S ta teme nt:  
 
Cash  Re ce ipt s  Jou rna l:   R27  47 0      
Cash  P a ym en t s  Jo u rna l:  R32  40 0  

 

    
 C.  E n trie s  i n the Cas h Journal s  NOT on the  June Bank  S tate me nt:  

 

¶ Dep o sit , R9 6 75  

¶ E FT  1 4  (30  Jun e  2 0 19), R3  8 00  

¶ Che qu e  52 2  (12  Au gu st 2 01 9 ), R4 5 80  
 

 

 D.  E ntrie s  on the  J une 20 1 9  Ba nk S tateme nt NOT in the  Ca s h J ournal s:   
 

D ATE  DET AILS  R  

1 5  Deb it o rde r: Micro  I n suran ce *  1  1 25  

 Deb it o rde r: Micro  In suran ce *  1  1 25  

1 6  Unp a id ch e qu e  (de b to r, B  Mara is)  1  2 00  

2 5  M Mala n  (EFT  b y t e nan t)  2  8 00  

3 0  In te rest in com e  1 3 0  

3 0  S e rvice f ee s  1 7 5  
 

 

   
* In su ran ce  ap pe a red  twice  in e rro r . T h is will b e  rect if ied  ne xt m on th.  

 

    
 E .  B a n k S ta te me n t b a la nce  o n 3 0 Ju ne  20 1 9 : é?               
     

  3 0  

 
  



Ac c ount ing  8  DBE /No vem ber  2019  
NSC  

Cop yr ig ht r es erv ed   Ple as e tur n o ver  

 
 

QUE S TION 3:   INVE NTORY V ALU ATION         (45  m a rk s;  25  m inute s )  
   

Ge o rge  Grand e  is the  ma jor ity  sh a reh o lder a n d  CEO  of  Gran de  L td. T h e com p an y 
su p p lie s h o te ls with  ca b ine ts a n d lam p s.  
 

T he  pe rio d ic syste m  is u se d . Th e  ye a r - e nd  is  3 0  Se p te mb e r 20 19 .  

 

   

REQ UIRED:   
   

C ABI NETS   
   

3 .1  Calcu lat e  th e va lue  of closin g sto ck fo r ca b in e ts  o n  3 0  S e ptem b e r 2 0 19  u sin g 
th e  f irst - in  f irst - ou t m e th o d .  (6)  

   

3 .2  In  20 19 , th e com p an y d e cide d to e xte n d the  ta rge t ma rket  a n d to  gran t trade 
d iscou nts to in cre a se  sa les.    

   

 3 .2 .1  Calcu lat e  th e  %  ma rk - u p  a ch ieve d  in  2 0 19 .  (4)  
    

 3 .2 .2  P rovide  TW O p o int s  (with  f igu res) to  p rove  t h a t th is de cisio n  a ch ieve d  its  
a im s.  ( 4 )  

    

 3 .2 .3  T he  CEO  fe e ls th at th is d e cisio n a lso n e ga tive ly a ff e cted  t he  com pan y.  
 

¶ P rovide  TW O po int s (with  f igu res) to  sup p o rt  h is o p in ion .  (4)  
  ¶ Give  th e  d ire cto rs a d vice to  so lve  t h is p rob lem .  E xp lain  TW O p o int s.  (2)  
   

L AMP S   
   

3 .3  Calcu lat e  th e  sto ckho ld ing p e ri o d  fo r lam p s (u se  clo sing st o ck).  ( 3 )  
   

3 .4  Ge o rge  is con ce rned  a b ou t th e  co n trol of  lam p s . A n inve stiga tio n  reve a led  tha t 
th e  sto re m an a ge r wa s su pp lying loca l b oa rding h o u se s with  lam p s with o u t 
d o cum en ta tio n .  
 

¶ Calcu lat e  th e  n um be r of  m issin g la m p s.  ( 5 )  
 ¶ Give  TW O su gge stio ns t o  so lve  t h is p rob lem .  (4)  
   

TELE V IS ION S E TS   
   

3 .5  Durin g A p ril  2 0 1 9 , while Ge o rge  wa s  in h o sp ita l, B ruce  S wa n n  (the  ch ief 
f ina n cial off ice r ) d e cide d  to  inclu de  te levisio n  se ts  in  th e ir p rod u ct ran ge . He wa s 
a b le to  se cu re  bu lk d isco u n ts f rom  Rose wa y  o n  two  TV set  mo de ls , n am e ly L YN  
a n d  K YA .   

   

 Calcu lat e  th e va lue  of  th e  clo sing sto ck of  TV  s e ts  o n 3 0 S ep tem be r 2 01 9  u sing 
th e  sp e cif ic iden tif icat io n  m e th o d.  (7)  

   

3 .6  A n  e mp loye e  of  Rosewa y to ld Ge o rge  th a t B ruce  rece ive d  a  1 0 % ' co m m ission '  
f rom  Rose wa y f o r bu ying e xce ss sto ck .  Ge o rge  wa n ts to  d iscuss  th is a t th e n e xt 
b o a rd me e tin g.   

   

 E xp lain  T HRE E  d iff e ren t con ce rns th a t G eo rge  wo u ld h a ve  ab o ut th is p rob lem .  ( 6 )    
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INFORM ATION:   
   
A.   S toc k  rec ords  of ca binets  a nd la mps :   

  
  C ABI NE TS  L AM PS  

 
UNIT S  

UNIT  
PRIC E  

T OT AL  UNIT S  T OT AL  

St ock bal ances  

1 O ct .  2018  370  R800  R296 000  600  R108 000  

30 Sep.  2019  280   ?  265  R59 625  

Purchases :  2019  

Januar y  800  R920   R736 000  1 200  R240 000  

April  1 200  R990  R1 188 000  1 800  R432 000  

July  250  R1  100  R275 000  800  R210 000  

Total  2 250   R2 199 000  3 800  R882 000  

Returns  20  R1  100     

Sales     3 675   

Cost  of sal es      R930 375  
 

 
   
B.  Informa tion re la ting to c a bine ts :  

  
 

 

 2019  2018  

Sales  R3  480 000  R3  375 000  

Cost of  sales  R2  170 500  R1  950 000  

Unit s sold  2 320  2 500  

Selling  price per  unit  R1 500  R1 400  

% m ark - up achieved  ?  73%  

Custom er s on r ecord  37  26   
   
C.  S toc k  rec ords  of televis ion s e ts:  

  
 

 M O DELS  UNI TS  UNI T PRI CE  TO T AL  

Purchases      

Ma y 2019  LYN  800  R6 000     R4 800 000  

 KYA  950  R7 200    R6 840 000  

July 2019  LYN  500  R6 000    R3 000 000  

 KYA  500  R7 200    R3 600 000  

TO T AL   2 750   R18  240 000  

Sales  LYN  430  R8 400   R3 612 000  

 KYA  540  R10 080   R5 443 200  
 

 
   

  4 5  
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KEEP THIS PA G E BLAN K.  
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QUE S TION 4:  B AL AN CE S HEE T AN D AU DIT REP ORT      (70  m a rk s;  45  m inutes )  
  
4 .1  Cho o se  a n  e xp lan a tion  in COL UMN B  th a t m a tch e s th e  te rm  in COL UMN A. 

W rite  on ly th e  le tt e rs (A ïE) ne xt to  th e qu e stion  nu mb e rs (4.1 .1 to 4 .1 .5 ) in the 
A NSW ER B OO K .  

 

  

COLUMN A  COLUMN B  

4 .1 .1  
 
4 .1 .2  
 
 
4 .1 .3  
 
4 .1 .4  
 
4 .1 .5  

In te rna l a ud ito r  
 
Me m o ran d um  of  
inco rpo ration  (MOI )  
 
L im ited  liab ility  
 
Direct o r  
 
Com pa n ies a nd  
In te lle ctu a l Prop e rt y  
Comm issio n  (CIPC)  

A  
 
 
B  
 
 
C  
 
 
D  
 
 
E  

a p po int ed  b y sh a reh o ld e rs to  ma n a ge  
a  com p an y  
 
th e  b o d y resp on sible  fo r re gistrat ion  
of  a ll com pa n ies  
 
e m p lo ye d  b y a  com pan y t o  e n su re 
go o d  in te rn a l con trol p ro ce du res  
 
ind icat e s t h at a com p an y h a s a  le ga l 
p e rsona lity o f  its o wn  
 
th e  d o cum en t th a t e stab lish e s th e  
rules  a nd  p roce d u res of  a  com pa n y  

 

 
  (5 x 1 )  (5)  
   
4 .2  V IS IV LTD   
    
 T he  f ina n cial ye a r en d e d  on  28  Feb rua ry  2 0 19 .   
    
 REQ UIRED:   
    
 4 .2 .1  Calcu lat e :   
    
  ¶ A m ou n ts f o r (i)  an d  (ii)  i n  t he  Fixe d  A sse t s  Registe r  (5)  
  ¶ P rof it/ Lo ss on  sa le of  asse t   (2)  
  ¶ Fixe d  a sse ts ca rrying va lue  o n  28  Feb rua ry 20 1 9  ( 4 )  
    
 4 .2 .2  Calcu lat e the  co rre ct n et p rof it a fte r ta x  fo r th e  ye a r en d ed   

2 8  Feb r u a ry 2 0 19 . In d ica te  (+) f o r increa se  an d  ( ï) fo r de crea se .  (9)  
    
 4 .2 .3  Ref e r to  Info rm atio n  A ïH. Prepa re  th e  fo llo wi n g o n  28  Feb rua ry 2 0 19 :   
    
  ¶ Ret a ined  I n com e  Note  (9)  

  ¶ S ta teme n t of  Fina n cial P o sition  (Ba lan ce  Sh ee t).  
 

NOTE:  S h o w wo rk ings. C e rtain  f igu res a re provide d  in th e  
 A NSW ER  B OO K .  

  (2 7 )  
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 INFORM ATION:   
   

 A .  Fix e d as se ts:   
   

A  d e live ry ve h icle  wa s so ld o n 3 1  Oct ob e r 20 1 8  b u t n o  e n tries we re ma d e  
to  reco rd t h is tran sa ctio n .  
 

Det a ils of  ve h icle  so ld :  

 

    

  Deli ver y Vehi cle X43  
Date purchased:  1 March 2016  
Date sol d:  31 O ct ober  2018        Sold f or:  R195  000 ( cash)  
 

Depreci ati on rat e:  25% p.a. ( dim inishing - balance m et hod)  

 
CO ST  DEPRECI ATI O N  

C AR RYI NG  
V AL UE  

28 Februar y 2017  R400 000  R100 000  R300 000  

2 8  Februar y 2018   75 000  225 000  

31 O ct ober 2018   ( i )  ( ii )  
 

 

    
 B .    Lis t of bal a nces /tota ls  on 28  Febr uar y 2 0 19  (be fore  tak ing into 

a c c ount a ll a djustments  bel ow ):  
 

   

O r dinar y shar e capit al  R 8 152 000  

Retained income  ( 1 March 2018)  865  300  

Mort g ag e loan: Pr at i Bank  1  758 000  

Fixed  asset s (carr ying  value)  10  190 000  

Fixed deposit :  Pr at i Bank ( balancing  f ig ur e)  ?  

T r ading st ock  1 102  000  

Net tr ade debt or s  1 090 000  

Bank (f avour able)  ?  

SARS:  I ncom e t ax ( pr ovi sional t ax paym ent s)  155 000  

Cr edit ors '  cont r ol  1  906 800  
 

 

    

 C.  Net  p rof it b efo re ta x, R82 2  7 00 ,  wa s ca lcu lat ed  before  co rre cting th e  
fo llo wing:  

 

     

  ¶ P rovisio n  f o r b ad  de b ts m u st b e in cre a se d  b y R65  00 0 .   
     

  ¶ R9 8 00  of a n  a d ve rtisin g co n tract  a pp lie s t o th e  ne xt f in a n cial ye a r.   
     

  ¶ A  te na n t pa id rent of  R33 4  0 00  f o r th e p e rio d  1  Ma rch  20 18  to   
3 1  Ma rch 2 01 9 . Rent wa s incre a se d  b y R3  0 00  p e r m o nth  f ro m  
1  Ja nu a ry  2 0 19 .  

 

     

  ¶ Dep recia tion  an d  p rof it/lo ss o n t he  ve h icle  so ld  mus t be  reco rde d.   
     

  ¶ A  f u rthe r R43  0 00  is owe d  f o r inco me  ta x.   
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 D.  Ordi nar y s har e s:  

 

D ATE  DET AI LS  

1 March 2018  2 000 000 shar es in issue; t otal book value R7 600 000  

31 Ma y 2018  360 000 shar es r epur chased at R4,10 each  

1 O ct ober 2018  800 000 new shar es issued  

28 Februar y 2019  2 440 000 shar es in issue  
 

 

    

 E .  Di vide nds:  
 

¶ I n te rim d ivide n d s we re p a id in  S ep tem be r 201 8 , R29 5  2 0 0.  

¶ F ina l d ivide n d s  of  20 c p e r sha re  w e re  d e clared  o n 2 8  Feb rua ry 2 0 1 9.  

 

    

 F .  A  cre d ito r with  a  d eb it b a lan ce  of  R7  6 00  mu st be  tran sfe rred  to  th e 
Deb to rs' Le d ge r .  

 

    

 G .  A  ch e qu e  fo r R75  0 00 ,  d ate d  3 0  A p ril  2 01 9 ,  wa s issue d  to  a  s up p lie r in 
Feb rua ry.  

 

    

 H .  A f te r pro ce ssing a ll ad just me n ts:  
 

¶ T he  cu rre nt ratio  is 0 ,8 :  1 .  

¶ T he  c u rre nt lia b ilities to ta lle d R2  90 0  0 0 0 .  

¶ T he  cu rre nt po rtion  of  th e  loa n  is th e  b a lan cing f igu re.  
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  (ii) Equipment:  
     
   �x Equipment was sold for R9 600 cash on 31 August 2018. Only the 

following entries in respect of this sale were processed: 
 
Cost price 28 000 
Accumulated depreciation at the date of disposal  21 500 
Depreciation for the current financial year 1 750 

  
�x Depreciation on the remaining equipment is calculated at R92 500 

after taking all of the above into account. 

 

    
 J. Interest income is the missing figure in the Income Statement.  
     
 K. Income tax is calculated at 28% of the net profit. The net profit before tax was 

R691 000. 
 

    
 L. Shares and dividends:  
    
  �x The company has an authorised share capital of 8 000 000 shares.  
  �x The company had 1 200 000 shares in issue on 1 April 2018.  
  �x 150 000 shares were repurchased on 30 November 2018. EFT payments 

totalling R825 000 were made for these shares. 
 

  �x 850 000 additional shares were issued on 30 September 2018.  
     
   80 
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QUESTION 5:  CASH FLOW AND INTERPRETATION                 (75 marks; 45 minutes)  
   
5.1 Choose a term from the list below that answers the specific following questions. 

Write only the term next to the question numbers (5.1.1 to 5.1.4) in the ANSWER 
BOOK. 

 

   
 gearing;     return on equity;     solvency;     liquidity;     profitability  

   
 5.1.1 Is the business able to pay off all its debts?  
    
 5.1.2 Can the business pay off short-term debts in the next financial year?   
    
 5.1.3 Will shareholders be satisfied with the benefit that they receive for 

investing in the company?   
    
 5.1.4 To what extent is the company financed by loans or borrowed capital?     (4) 
   
5.2 KULFI LTD   
   
 Information for the financial year ended 28 February 2019 is provided. 

 
Where financial indicators are required to support your answer, quote  
the financial indicator  and actual  figure/ratio/percentage and trends.  

 

   
 REQUIRED:  
    
 5.2.1 Prepare the Retained Income Note to the Balance Sheet.    (12) 
    
 5.2.2 Calculate the following amounts for the Cash Flow Statement. Show 

workings. 
  

  �x Income tax paid     (4) 
  �x Dividends paid    (4) 
    
 5.2.3 Complete the following sections of the Cash Flow Statement:  
    

  �x Cash effects of investing activities    (9) 
  �x Net change in cash and cash equivalents     (4) 
    
 5.2.4 Calculate the following financial indicators on 28 February 2019:   
    
  �x Acid-test ratio    (4) 
  �x Debt-equity ratio    (4) 
  �x % return on average shareholders’ equity (ROSHE)    (5) 
    
 5.2.5 The shareholders are satisfied with the improvement in the liquidity 

position. Quote THREE financial indicators (with figures) to support this 
statement.    (6) 
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 5.2.6 The company increased the share capital by R840 000, and the loan by 

R550 000.  
  

  �x Explain how this affected the gearing and risk of the company. Quote 
TWO financial indicators. 

   
(5) 

  �x Explain what the directors have done with this cash inflow. State TWO 
points. 

   
(4) 

    
 5.2.7 The directors decided to decrease the dividend pay-out percentage.   
    
  �x Provide calculations to show the change in the pay-out rate.    

(4) 
  �x Give ONE reason why many shareholders were satisfied with the 

change in policy. Quote figures. 
   
(2) 

    
 5.2.8 On 1 March 2018 Martha owned 475 000 shares in the company. She did 

not purchase any shares from the shares issued on 1 May 2018.  
    
  �x Explain how the repurchase of the shares benefited Martha’s 

shareholding. Quote figures. 
   
(4) 

    
 INFORMATION:   
    
 A. Share capital:   
    
  �x There were 900 000 ordinary shares in issue on 1 March 2018.  
  �x An additional 100 000 ordinary shares were issued on 1 May 2018.   
  �x On 1 October 2018 the company repurchased 60 000 shares at R9,00 per 

share. The average share price at the time was R8,04. 
 

    
 B. Dividends:   
    
  �x Interim dividends of 25 cents per share were paid on 15 September 2018.  
  �x Final dividends were declared on 28 February 2019.  
    
 C. Extract from Income Statement for the year ended 28 February 2019 :  
   R  
  Depreciation 123 600  
  Interest expense 143 000  
  Income tax (at 30% of the net profit) 293 100  
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 D. Extract from Balance Sheet on 28 February  2019:  
   2019 2018  
  R R  
  Fixed assets (carrying value)* 8 775 720 8 430 720  
  Fixed deposit: Flay Bank 150 000 100 000  
  Current assets  996 480 684 300  
  Inventories 448 000 281 000  
  Trade and other receivables (Note 1)  288 300 378 300  
  Cash and cash equivalents 260 180 25 000  
  Shareholders ’ equity  ? 7 341 500  
  Ordinary share capital 7 557 600 7 200 000  
  Retained income ? 141 500  
  Loan: Hom e Bank  1 400 000 850 000  
  Current liabilities  553 600 923 520  
  Trade and other payables (Note 2)  553 600 781 000  
  Bank overdraft 0 142 520  
   

* Old equipment was sold at carrying value, R111 800, for cash.  

    
  Note 1: Trade and other receivables:  2019 2018  
  Debtors’ control 288 300 367 000  
  SARS: Income tax 0 11 300  
    
  Note 2: Trade and other payables:  2019 2018  
  Creditors’ control 325 000 421 000  
  Shareholders for dividends 206 800 360 000  
  SARS: Income tax 21 800 0  
    
 E. The following financial indicators were calculated on 28 February:   
   2019 2018  
  Current ratio 1,8 : 1 0,7 : 1  
  Acid-test ratio ?  0,4 : 1  
  Debtors’ collection period 28 days 39 days  
  Creditors’ payment period 60 days 60 days  
  Debt-equity ratio ? 0,1 : 1  
  Return on shareholders’ equity (ROSHE) ? 10.2%  
  Return on total capital employed (ROTCE) 12,9% 14,4%  
  Earnings per share (EPS) 71 cents 83 cents  
  Dividends per share (DPS) 47 cents 80 cents  
  Net asset value per share (NAV) 837 cents 816 cents  
  Market value per share 840 cents 807 cents  
  Interest rate on loans  13,5% 13,5%  
    
   75 
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QUESTION 6:  BUDGETING                                                          (30 marks; 20 minutes)  
   
You are provided with information relating to Cimpiwe Clothing Shop.  
   
REQUIRED:  
   
6.1  Refer  to  Information A.  

 
Identify TWO items in the Cash Budget that will not appear in a Projected Income 
Statement. (2) 

   
6.2 Calculate the missing amounts indicated by (i) to (iii ) in the Cash Budget for June 

and July 2019. (7) 
   
6.3 Calculate the total purchases for April 2019. (2) 
   
6.4 Complete the Debtors’ Collection Schedule for July 2019. (8) 
   
6.5 Refer to Information F.   
   
 6.5.1 Comment on the following:   
    
  �x Effect of the advertising on sales (3) 
  �x Payment to creditors  (2) 
    
 6.5.2 Sales strategy:  
    
  �x Identify TWO strategies (except advertising) that the business used to 

achieve sales targets for May 2019. Quote figures. (4) 
  �x Explain whether these were good strategies, or not. Provide ONE point 

with figures. (2) 
   
INFORMATION:   
  
A. Extract from the Cash Budget   
  JUNE 2019 JULY 2019  
 CASH RECEIPTS      
 Cash sales 186 000  285 000   
 Cash from debtors 533 430  ?   
 Rent income (i)  9 180   
 Interest on fixed deposit  1 800  2 200   
       
 CASH PAYMENTS      
 Salaries and wages 73 400  73 400   
 Fixed deposit: Protea Bank 0  (ii)    
 Cash purchases of trading stock ?  (iii)    
 Payment to creditors 192 000  ?   
 Insurance 3 250  3 250   
 Drawings 21 600  21 600   
 Sundry expenses 96 360  98 700   
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B. Cash sales are 25% of total sales.  
   
 Collections from debtors:  
   
 �x 30% in the month of sales less 5% discount  
 �x 65% in the following month  
 �x Provision is made for 5% bad debts.   
   
C. Budgeted purchases of trading stock:  
   
 April  ?    
 May R484 000    
 June R496 000    
 July R760 000    
   
 �x 40% of trading stock is bought on credit.  
 �x Creditors are paid two months after the transaction month.   
   
D. Rent increased by 8% in July 2019.  
   
E. The business has a fixed deposit of R360 000. An additional amount is budgeted to 

be invested on 1 July 2019. Interest (not capitalised) at 6% p.a. is receivable at the 
end of each month.   

   
F. Cimpiwe is concerned about the following items for May 2019:  
   
  BUDGETED (R) ACTUAL  (R) VARIANCE (R)  
 Cash sales  172 000  140 000  �– 32 000   
 Credit sales 516 000  552 000  + 36 000   
 Collection from debtors 475 000  380 000  �– 95 000   
 Advertising 36 000  64 800  + 28 800   
 Payments to creditors 180 000  105 000  �– 75 000   
 Delivery expenses 0  19 000  �– 19 000   
 Packing materials 3 000  2 500  �– 500   
   
  30 
 
 TOTAL:   300 
 
 

 


