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INSTRUCTIONS AND INFORMATION

Read the following instructions carefully and follow them precisely.

e R U

Answer ALL the questions.

A special ANSWER BOOK is provided in which to answer ALL the questions.

Show ALL workings to earn part-marks.
You may use a non-programmable calculator.

You may use a dark pencil or blue/black into to answer the questions.

Where applicable, show all calculations to ONE decimal point.

Write neatly and legibly.

Use the information in the table below as a guide when answering the

question paper. Try NOT to deviate from it.

QUESTION 1 : 46 marks: 30 minutes

Topic : This question integrates :
Profit Calculation and Financial accounting
Notes to Financial Concepts
Statement Profit calculation

Notes to Balance Sheet
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- QUESTION 2 : 61 marks; 30 minutes ]
Topic : This question integrates :
Notes to Financial Financial accounting
Statement and Balance Balance Sheet and Notes
Sheet
QUESTION 3 : 63 marks; 30 minutes
Topic : This question integrates :
Fixed Assets Financial accounting
Cash Flow Cash Flow Statement
Managing Resources
Fixed Assets
Page 2 of 8



Downloaded from eduresourceza.com

QUESTION 1 : Profit Calculation and Notes to Financial Statements

1.1

[46 Marks; 30 Minutes]

A company's published annual report comprises five main parts.

Choose a description in Column B that matches the term in Column A.

Write only the letter (A — E) next to the question number (1.1.1 — 1.1.5) in the
answer book.

COLUMN A COLUNN B

1.1.1 | Income Statement A. An explanation of the operations of the
1.1.2 | Balance Sheet company during a financial year.

1.1.3 | Cash Flow Statement B. Reflects whether or not the

1.1.4 | Director's Report shareholders can rely on the financial
1.1.5 | Independent Audit Report statements.

C. Reflects the profit / loss of the
company for the year.

D. Reflects the effect on the operating,
financing and investing activities on
the cash resources.

E. Reflects the net worth of the company.

1.2

[5x1=5]

BEENI LTD
Refer to the information from the records of BEENI LTD for the financial year
ended 30 June 2018.

REQUIRED

121

T.2.2

1:2:3

Calculate the correct net profit after tax after taking into account the
information (A) below. Indicate an increase by (+) or a decrease by (-).
Show workings in brackets, wherever applicable, to earn part marks. [22]

Prepare the retained income note to the Balance Sheet. [13]

The CFO (Chief Financial Officer), Charlene Maharaj, has convinced the
company to buy back a further 400 000 shares from her close relative

during the next financial year. Charlene currently owns 1 904 400

shares in this company, which is 46% of the issued shares.

As a shareholder, explain your concern regarding the proposed buy-back

of shares. Provide calculations to support your concern. [6]
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INFORMATION

A. The net profit before tax R1 431 700 was calculated before taking into account

the following adjustments :

o R100 000 is owed to the independent auditors.

o Stock of packing materials on hand as per inventory on 30 June 2018
amounted to R2 000.

e The provision for bad debts is to be decreased by R3 000.

e Insurance included an annual premium of R6 000 paid for the period
1 December 2017 to 30 November 2018.

e The loan statement from A.Raj bank reflected the following :

Balance on 1 July 2017 R600 000
Repayments during the year R312 000
Interest Capitalised R?

Balance on 30 June 2018 R360 000

e During a burglary stock costing R50 000 was stolen. The insurance company
agreed to pay out an amount of R40 000, but this has not yet been received.

e An amount of R4 800 representing 40 cents in the rand was received from
the insolvent estate of a debtor and recorded in the Cash Receipts Journal on
30 June 2018. No entry was made to write off the balance of the account.

e 60 000 ordinary shares were repurchased from a disgruntled shareholder on
31 May 2018. The company paid R3,50 per share. This was paid but the
bookkeeper debited the full amount to Sundry Expenses.

Additional Information

v" The business has an authorised share capital of 6 000 000 shares
v" Ordinary share capital (1 July 2017) R3 150 000
v" 70% of the shares were in issue on 1 July 2017

B. Income tax for the year amounted to R408 800. This was calculated at 28% of
the corrected net profit.

C. Dividends :

e Interim dividends R630 000.
e Afinal dividend of 20 cents per share was declared on 30 June 2018.

Only shares in the share register qualify for full dividends.
)

Page 4 of 8
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QUESTION 2 : Balance Sheet and Notes

[61 Marks; 30 Minutes]

2.1 JUANITA LTD
Refer to the information from the records of JUANITA LTD for the financial

year ended 30 June 2018.

REQUIRED

2.1.1 Prepare the following notes to the Balance Sheet
2.1.1.1  Ordinary Share Capital [11]
2.1.1.2  Trade and other Payables [18]

2.1.2 Complete the Balance Sheet on 30 June 2018. Where notes are not
required, show ALL workings in brackets. [32]

INFORMATION

A. Extract from the books on 30 June 2018 :

| Fixed / Tangible Assets (carrying value) 7]
Fixed Deposit : Shana Bank 250 000
Ordinary Share Capital (1 September 2017) 1 200 000
Retained Income (1 July 2017) 148 800
Bank (Favourable) 470 000
Loan : Tes Bank 2
Trading Stock 127 000
Debtors Control 20 000
Creditors Control 146 600
Prepaid Expenses 3000
Income Received in Advance 2000
SARS —Income Tax (Provisional Payments) 400 000
SARS PAYE 2000

LDividends on Ordinary Shares (Interim) 200 000

B. Shares

e The company has an authorised share capital of 2 000 000 shares.

e On 1 September 2017 an additional 200 000 shares were issued at R4,25
each. It has been properly recorded.

e On 27 June 2018, the Directors decided to repurchase 50 000 shares from a
disgruntled shareholder at R5 each. No entries were made.
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C. Dividends
* Afinal dividend of 30 cents per share was declared on 30 June 2018. Only
shares in the share register qualify for final dividends.

D. Income Tax
e The net profit after tax was calculated as R1 051 200.
e Theincome tax for the year amounted to R408 800. This was calculated at
28% of the net profit.

E. The following adjustments have been taken into account to calculate the net profit

after tax.

e Provision for bad debts is set at 5% of outstanding debts.

e The electricity account for June 2018 is still outstanding, R4 000.

o Consumable stores used during the year amounted to R12 000. This
represents 80% of the total consumable stores purchased.

e The details of an employee J. Jakes, employed on 1 June 2018 was omitted
from the Salaries Journal.

DEDUCTIONS NET SALARY
PAYE PENSION FUND
1000 2 800 12 200 |

e The employer contributes towards the employees’ pension fund : R2 for
every R1. No payments were made.

F. The loan statement from Tes Bank reflected the following :

Balance on 1 July 2017 R480 000
Repayments during the financial year (including interest) R177 600
Interest Capitalised R57 600
Balance on 30 June 2018 ?

R40 000 of the loan will be paid back in the next financial year.

G. Bank Statement
The bank statement received on 30 June 2018 showed an outstanding cheque

for R5 000 issued to Quickfix CC for repairs. This cheque was dated 10 July
2018.

H. Fixed deposit
20% of the fixed deposit will mature on 31 December 2018.

Page 6 of 8
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[63 Marks; 30 Minutes]

LEAH LTD
The given information relates to LEAH LTD for the financial year ended 28 February
2018.
REQUIRED
3.1 Refer to Information A and Information B.
Calculate the missing amounts denoted by (a) to (c) on the Fixed Asset
Note. [14]
3.2  Prepare the note CASH GENERATED THROUGH OPERATIONS to the
Cash Flow Statement for the year ended 28 February 2018. [14]
3.3 Complete the Cash Flow Statement for the year ended 28 February 2018.
Show workings to earn part marks. [35]
INFORMATION
A. Information from the Financial Statement on 28 February :
2018 2017
Depreciation ? ?
Interest Expenses 123 000 126 500
Net Profit before Tax 422 500 157 500
Net Profit after Tax 295 750 113 400
Fixed Assets (Carrying value) 4 934 450 3993 390
Shareholders Equity 4.375 250 3 135 000
Ordinary Share Capital 4117 500 3 000 000
Retained Income 257 750 135 000
Non-Current Liabilities 750 000 1 300 000
Inventories (Only Trading Stock) 288 000 363 000
Debtors 318 000 254 000
Creditors 287 000 367 000
Cash and Cash Equivalents 2 500 245 000
Bank Overdraft 27 500 -
SARS — Income Tax 5 200 (Cr) 3 390 (Cr)
Shareholders for Dividends 98 000 50 000 |
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B. Fixed Asset Note
Fixed Asset comprise only Buildings and Equigment

BUILDINGS EQUIPMENT
Carrying value (01/03/2017) 2 866 990 1126 400
Cost (01/03/2017) 2 200 000
Accumulated Depreciation (01/03/2017) | (1073 600)
Movements
Additions ’ (a) 300 000
Disposals / (b)
Depreciation (c)
Carrying Value (28/02/2018) 1 058520
Cost (28/02/2018)
Accumulated Depreciation (28/02/2018)

Additional equipment was purchased on 1 June 2017.

Extensions to the building were completed on 31 August 2017.

Old equipment was sold at carrying value on 28 February 2018.
Equipment is depreciated at 20% using the Diminishing-Balance Method.

C. Share Capital and Dividends

The company is registered with an authorised share capital of 1 000 000

ordinary shares.

On 1 March 2017 there were 500 000 shares in issue. A further 200 000

shares were issued on this date.

An interim dividend of R70 000 was paid on 31 August 2017.

On 28 February 2018, 25 000 ordinary shares were repurchased from the
estate of a deceased shareholder at R6,30 per share. The average issue
price was R6,10 at this point.

A final dividend was declared on 28 February 2018.

]

TOTAL : 170
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1.4
Tl | /
1.1.2 ey
113 |, y
1.1.4 |, / 5
115 |4 / 5
1.2
1.2.1  Calculate the correct net profit before tax
Incorrect Net Profit 1431700
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1.2.3  As a shareholder, explain your concern regarding the proposed buy-back of
shares. Provide calculations to support your concern.

Calculate
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TOTAL MARKS
46

46
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QUESTION 2
2.1
2.1.1  Ordinary Share Capital
" Authorised
2 000 000 Ordinary Shares
Issued e
100 000 Shares in issue at beginning of year (1ua-ssia) s,
Ao €y DHRAES T5SUED ¢k | 9B a7/ biani THE Yenr, AT Rt25 50
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250 CCo Shares in issue at end of year i o

2.1.2 Trade and other Payables
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2.1.2 JUANITALTD
Balance Sheet on 30 June 2018

‘ ASSETS m%_ﬁi_m_iﬁ
pON-CURRENT ASSETS 173 o

Fixed / Tangible Assets 73 oo O
Financial Asset (s, CC{:CL{T___ - me
[ CURRENT ASSETS I W‘%
Inventory (.;7%;\, 1 3:(;‘: ] 155 i &)
Recehuniies Laocac‘{lom ¥+ o) %: 22 top @
’_ Ghsit hup Cisy Eouwnieurs (470 ceb v = 236 cop t Scce fSoch el 000@

I D =
| TOTAL ASSETS o lwew en) | e wor

EQUITY AND LIABILITIES
SHAREHOLDERS EQUITY o

- | 1 e7g ees
Ordinary Share Capital UM 1.1.4) ) o i
Retained Income CREAY. - v < B
1 _ (iﬁ‘(a %CC’ t ‘(}51 103 :lﬂtu,‘ w e we 75 o ' 3’75 [287)) C/T
NON-CURRENT LIABILITIES e Jj | '_*_7_*5;*(;00 o
Loan Leah Bank (%9@0 17 M r5 ?Lc) - 4o o0 ; $i5 peplc)
CURRENT LIABILITIES o T ‘f
Trade and other Payables [ e 2.1.2) 305 cop C
- = 1
TOTAL EQUITY AND LIABILITIES preatios; ) 2 G (\//’ 39 |
A by [/ 3
B — ¥ |
(TOTALMARKS
T
| ¢ |
o]
| 61 |
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QUESTION 3

3.1
No. WORKINGS AMOUNT
(a) | Additions to Buildings
o o s
AG3hsee -~ (058 S = A8TSId—~ Xpb99c { oc8 ‘e
(b) | Total Depreciation on Equipment B /|
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(c) DisBOsaE of Equipment at carrying value ,
- v 9 v @
6 doo v 3o cop - 2o 180 ~ 8% 520 CF/éoc
it
14
3.2 Cash Generated through Operations
Net profit before Tax 512 500
Adjustment for
) ) 7
\/t)EW«ECi‘hTEDH (Reem 1w 31 L'i»)) 70 B0 ('9
V/)MEP\BT Eﬁ?my, 123 cce \./
Profit before changes in Waorking Capital 91 5 TS0
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3.3  Cash Flow Statement for the year ended 28 February 2018
CASH EFFECTS OF OPERATING ACTIVITIES — 375 4o @
Cash generated through Operations (e 3.2) The 190 @
Interest Paid (e 3.2) (f&:% ceo] /
Z e = o
ey By (= h.sz ee = Seece +sece) (0 cor F56eep) (12 e ) (//
Tax Paid (- i.lélgg - 33/,;, + 5%‘29) ¢ ( Ry cf%ow
CASH EFFECT OF INVESTING ACTIVITIES (mir )
Tangible Assets Purchased l{k(ﬁ ‘ﬁ?{fl‘i@oui‘ Yoo e ) ( 1308 f]lfo)@
S DistoskL cf TANGBiE ASSET AT Chnyils /ﬂcok. Yilye Rev 31 (€) 97 too @
Investments / Fixed Deposit -
CASH EFFECT OF FINANCING ACT!\/IITES 540 500
Proceed from New Shares Issued GRS TS e e 1270 ceo @
Repurchase of Shares (agm., A ﬂ{,,zif)) (157 Seo) Z

% ; " Fo w
" New- Gugagnr Immums:/ loas ( Peo L"cs(,a?/750 )

[.‘Z&’o OO0y ) /

NET CHANGE IN CASH AND CASH EQUIVALENTS [170 wﬂ)‘ v
Cash and Cash Equivalents : Beginning - (e y o
Cash and Cash Equivalents : Ending (758 - 25%, e g

35
35

' TOTAL MARKS |

63 -
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