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MARKS:  150 
 

MARKING PRINCIPLES: 
1. Unless otherwise stated in the marking guidelines, penalties for foreign items are applied only if the 

candidate is not losing marks elsewhere in the question for that item (no penalty for misplaced item). 
No double penalty applied.  

2. Penalties for placement or poor presentation (e.g. details) are applied only if the candidate is earning 
marks on the figures for that item. 

3. Unless otherwise stated, give full marks for correct answer. If answer incorrect, mark workings. 
4. If a pre-adjustment figure is shown as a final figure, allocate the part-mark for the working for that 

figure (not the method mark for the answer). Note: if figures are stipulated in memo for components of 
workings, these do not carry the method mark for final answer as well. 

5. Unless otherwise indicated, the positive or negative effect of any figure must be considered to award 
the mark. If no + or ï sign or bracket is provided, assume that the figure is positive. 

6. Where indicated, part-marks may be awarded to differentiate between differing qualities of answers 
from candidates. 

7. If candidates provide more that the required number of responses, inspect all responses to give 
benefit to the candidate. Penalties may be applied for foreign entries if earning full marks not related 
to Q (max -2 per Q). 

8. This memorandum is not for public distribution; as certain items might imply incorrect treatment. The 
adjustments made are due to nuances in certain questions. 

9. Where penalties are applied, the marks for that section of the question cannot be a final negative. 
10. Where method marks are awarded for operation, marker must inspect reasonableness of  answer. 
11. Operation means 'check operation'. 'One part correct' means operation and one part correct. Note: 

check operation must be +, -, x, ÷, or per memo.  
12. In calculations, do not award marks for workings if numerator & denominator are swapped ï this also 

applies to ratios. 
13. In awarding method marks, ensure that candidates do not get full marks for any item that is incorrect 

at least in part. Indicate with a |. 
14. Be aware of candidates who provide valid alternatives beyond the marking guideline. Note that one 

comment could contain different aspects. 
15. Codes: f = foreign item; p = placement/presentation. 
 

 

                 These marking guidelines consist of 12 pages.  
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4.2.3 Explain why the public was n ot interested in buying the new shares issued at 
R6,00 per share. Quote THREE financial indicators (excluding indicators stated 
in QUESTION 4.2.2). State ONE point in EACH case (with figures).   

 Any THREE of:   Financial indicator �3   �3   �3 (with figures) �3   �3   �3   Explanation �3   �3   �3  
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They do not have confidence in the company, as indicated by:  

�x EPS decreased from 102c (to 54c) by 48c ï indicating that the company is experiencing 
problems to maintain profit levels 

�x DPS dropped from 90c (to 25c) ï shareholders not receiving a reasonable return.  

�x Drop in the dividend pay-out rate from 88,2% (to 46,3%) is an indication that directors 
were not concerned about growth, but is making some attempt to rebuilding.  

�x ROSHE was 5,3% and dropped to 4,9%; still below the interest on fixed deposits (8%)  

�x R6,00 is not a good deal when compared to the market price of R6,10 (R5,80), especially 
if they were then prepared to sell the shares at R4,80 (desperate attempt to raise capital)  

�x NAV (711c), higher than the MP of 610c is an indication of low demand for shares. 

�x Liquidity issues: current ratio is low (1,1 : 1) and acid test ratio indicated cash flow 
problems (0,8 : 1); debtors not paying within limits (32 days)  

�x High mark-up % (75%) and poor control over expenses (32% of sales) will cause 
customers to go elsewhere; decreasing trend in profits.  

 

4.2.4 State TWO different points to justify their opinion. Quote figures or 
financial indicators.  
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TWO valid points �3    �3   figure �3    �3         

POINT 1 Comp�X�O�V�R�U�\���S�R�L�Q�W�����F�R�P�P�H�Q�W���R�Q���G�L�U�H�F�W�R�U�V�¶���I�H�H�V  
�x Buys has given himself a 45% increase / 

�x R900 000 increase is 50% more than fee of other directors /  

�x Other directors did not receive an increase (maintained at 
R600 000 each) 

POINT 2 Possible additional response. Any ONE of:  
�x EPS dropped (from 102c) to 54c (by 48c);  

�x ROSHE dropped (from 5,3%) to 4,9% 

�x ROTCE dropped (from 9,1%) to 6,4%;  

�x Poor control over expenses, (from 32,6%) to 44% of sales  
   

4.2.5 Explain why the other directors were unhappy with the price  paid for the 
shares repurchased from Anton Buys. State TWO points. Quote financial 
indicators or figures to support EACH point.  

Both points may be included in the same statement; 2020 figures must be quoted.  
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 Explanation (including financial indicator)  �3    �3      Figures �3     �3     

POINT 1 The shares were repurchased for R4,89 above the Net asset 
value per share (1200c ï 711c) / 69% above NAV / received an 
inflated price / compromised the cash flow of the business.  

POINT 2 The shares repurchase price is R5,90 more than the market 
price of the shares (1200c ï 610c) / this is an unreasonable 
price as there is no demand for shares.  

 Give a calculation to show whether the repurchase of these shares 
affected Anton Buys’ status as majority s hareholder, or not.     
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WORKINGS ANSWER 
   
  1 240 000  �3     x     100    OR      1 240 000     x    100     
   2 370 000  �3             1                 2 450 000            1                   
 
              Mark numerator and denominator, as such; x 100 is not one part correct 

52,3% �5 
one part correct; 

as a % 
 

accept 50,6% 



Accounting/P1 9  DBE/2021 
 SC/NSC �– Marking Guidelines 

Copyright reserved 

 

4.2.6 Explain what is meant by good corporate governance and explain why it 
is important to the shareholders.  

 

  
Explanation and importance to shareholders may be expressed in the same response.  

 
Explanation �3�3  part mark for unclear/incomplete/partial answers 
 

�x Managing the business on sound business and ethical principles; 

�x Looking after the interest of all role players / stakeholders (including the 
community) by being fair, equitable, transparent.  

�x Ensure that the company has proper rules, policies and practices to create 
long term shareholder value, and are implementing them 
 

Importance to shareholders  �3  accept short, incomplete statements if message is clear 

 

�x Impact on the image of the business / goodwill 

�x Improvement in share price 

�x Potential investors will be attracted 

�x Confidence in management and control  
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 Explain a possible reason why Anton Buys says he will vote against the 
proposal by Excellence Ltd.   

  
ONE point  �3�3  part mark for unclear/incomplete/partial answers 

 

�x He will lose his majority control on the Board 

�x He may also lose his CEO status 

�x He may be investigated for negligence 

�x He will not be able to manipulate his remuneration in future 
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 Explain why you agree with the directors.   
  

ONE valid point  �3�3    part mark for unclear/incomplete/partial answers 

 

�x He has taken irresponsible decisions 

�x Enriched himself / selfish gain / act of enriching (45%) 
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 Give the directors advice on how the y should handle this.    
  

ONE valid point  �3�3    part mark for unclear/incomplete/partial answers 

 

�x Call up a special meeting of shareholders;  

�x Issue a grievance report 
�x Start disciplinary proceedings (investigations/enquiry on mismanagement) 
�x Ask him to step aside. 
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TOTAL MARKS  45 
 

TOTAL: 150  
 


