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ST RIS TIONS AND INFORMATION

Reast th following instructions carefully and follow them precisely.

1. You are provided wiih @ guestion paper and a0 ARNSWE]
inewer ALL the questions.
2. This quastion paper comprises SUX compulsory guestions.
inewer AbLL the gquestions,
3. Jee the format provided in the answer book in order {0 reflect your angwers.
4. Where applicable-workings must ba shown in order io achieve part-marks.
5 ou may use a non-programmable calculator,
8. You may use a dark pencil or blue/blagh ik to answer the questions.
7. Jse the information in the table in the next page as a guide when answering

e question paper. Try NOT to deviate from it.

Copyright reserved
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Accoun g 3 Preparatory Examination September 2014

NSC

[Ea s ]

Cuestion 1. 25 Marks:; 15 Minutes

e e,

Main opl of the question Thiz guestion integrates: | -
o Financial accounting
anciliation and CRJIECP] and Bank Heoonol
e Statement

Managing rescurces
internal control

QUESTION 2: 8D Marks; 48 Minutes

Main Eopit of the gquestion | This question integrates:
Fipancial accounting
Financ i datemeant Balance sheet and Audit report

Miznaging resources
Corporate governancse

GUESTION 3; 48 Marks; 29 Minutes

Main topit of the question This question infegrates:
Managenal accounting
Cash Eudest Analyse and interpret & cash budget

Managing resources
Internal control and internal audil

QGUESTION 4: 87 Marks; 34 Minules

Main Tosic of the guestion This guestion integrates:
Financial accounting
Cash low and interpretation of Cash Flow Statement
financk alinbrmation Calculations and financial indicators

Analysis and interpretation

QUESTION 5: 30 Marks:; 18 Minutes

Main ¢ opic of the question This gquestion integrates:
Managing resources
Stock waiuation inventory valuation: FIFO and inlernal
confrol problem-solving

QUESTION 6: 60 Marks; 36 Minutes

Main togic of the question This guestion integrates:

Managerial accounting
Direct material cost
Manufacluring Faclory overheads
Production cost statement
Analysis and interpretation of unit costs and
break-even point
Managing resources
internal control

Copyrighirsserved Fleass fim over
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B AN RECONCHIATION AND INTERPRETATION
Yeauis are provided with informs

1.0 You are the internal auditor of Gerald Traders, A new P*rmf%wm nas
recently been appoinied following the unexpectad disappes the
nrevious hookkeeper, Brian.

L1 Briefly explain to James what your job as internal auditor requires vou
to do. {2}
112 Briefly explain to James why il is important that he orepare the Bank
Reconciliation Statement at the end of each month. {2}

t. 2 Calculate the comrect totals for the Cash Receipts Journal and the Cash
Payments Journal for May 2014, {11}

1.3 Prepare the Bank Reconciliation Statement on 31 May 2014, {5}

1. Refer to the outstanding depasit of RE0 000 in Information E below. Explain
why the owner and internal auditor should be very concemed about this
outstanding deposit. (£}

INEFORMATION:

A, The following ttems appeared in the Bank Reconciliation Statement on

30 Aprit 2014
Favourable balance on the bank statement b ge2
Qutstanding deposit (1 January 2013) 50 000
Quistanding deposit {30 April 2014) _ 1340
Outstanding cheques: )
) Mo. 215 (1 November 2013) 180
No. 667 (25 April 2014) 2 200
No. 668 (2 July 2014) 560
Favourable Balance as per Bank account in the General Ledger 44 2682

Cogynghl reserved Flaase fur

Ty over
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MEO
QULIESTION 2 (80 Warks; 48 Minuies)

B LAKCE SHEET AND AUDIT REPORT

i aw provided with information relating lo Zodwa Lirited. The financial
areid 18 28 February 2014 The authorised share capital '
1 (8 00 00 ordinary shares.

AE GURED:

2.1 Pepare the following notes o the inancial stalemeanis!
211 Ordinary share capital {10}
212  Retained income (12)
2.2 Piepare the Balance Sheet (Siatement of Financial Position) on
26 February 2014 (40)
N ORBATION
A Cwdinary share capital
« The ordinary share capital account had a balance of RZ 100 000 on 1 March
2013, The number of shares in issue on this date was 700 000,
» On the 1 June 2013, the company's board of directors authorised the buy-
back of 30 000 of the company's shares from existing sharcholders. A
repurchased price was set at RY each. An electronic transfer of funds was
made to shareholders for shares repurchased. This was recorded on
1 Jdune 2013
¢ 100 000 new shares were issued on 1 November 2013 at R7,00 each.
8. DBividends
= interim dividends of R134 000 were paid on 31 August 2013
¢ Final dividends of 35 cents per share were declared on 28 February 2014 and
will be paid after the AGM in April 2014
G, Het profit and tax

Copy

The correct net profit before tax for the year ended 28 February 2014 was
calculated to be R1 250 000 after making all the adjustments below. No entry has
been made for income fax at the rate of 20% of the net profit.

rght reserverd Flease furn over



Accowtding 7

=
2
{

0. T e bllowing balances appeared in the books on 2
o Crditors control R720 000
¢  Uitors control 530 000
& <3 di rs for salaries R 35500
«  inome receivable < 24 000
@ fc:’ﬁ? t bank R 66 000
«  SHS-Income tax {provisional tex Debit  R400 000

. Féxeodeposits
{r nie ¢ the fixed deposite, R175 000, matures on 36
vy &ins in 2016,

september 2014,

Freparatory Exemination Soples

8 February 2094

. %%‘W Msiﬁmmg m%‘*"ﬁm% {0 ﬁﬁ ia ge loan from Zola bank:
o WMetgage loan at the beginning FR300 000
s Inbrest is capitalised R 8000
»  Repayment of loan and interest for the year R 56 000
e Caital repayment of the loan will be the same in the next
finencial year
5. Fixedassels
= Land and buildings amounted to R1 800 000 on 28 February 2014
= Vehicles at book value amounted 1o BR800 000 on 1 March 2013,
depreciation is calculated at 10 % p.a. on the diminishing balance method.
e Aliequipment was bought on 1 September 2010 at R600 000, depreciation
is calculated at 15% p a. on cost price.
M. Rentcome
Resntincome, R115 500 included the rent for March and April 2014, Rent was
increased by R500 per month on 1 Qciober 2013,
i Flvancial indicators

Copyright ressived

= The net asset value was 455 80 cents per share on 28 February 2014,

¢ Thecurrent ratio is 1,51 on 28 February 2014,

nbar 20174
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CORPORATE GOVERNANCE ANDINTERKNAL CONTROL,

You are proviged with an exirac f rom the report of i"ho énﬁf‘.gﬁ@mem atdiiors for
Zodwa Lid for the financ ”‘3 vear

1:'*;mq 28 February 201

+

Audit opinion- To the shareholders
We have examined the financial statements set out on pages 10 1o 30,

in our opinion, the financial statements fairly present, in all material respects,
the financial position of the company at 28 %Tsnarz,ary 2014 and resu itg of they

operations and ocash flowe for the vear ended, iIn accordance with
¢ international Financial Remi‘fmg Standards and in the manner reguired by

g4 ;
© the Companies Act in South Africa.

John & Sydwel!

| Registered Accountanis and Auditors
- Melmoth 1 January 2007

Chartered Accountants {S3A)

2.3.1  Explain why the above - mentioned report will be regarded and

an unqualified report, (2
232 bxplain TWO major consequences for John and Sydwell
should they be negligent in performing thelr duties.
(4)
2.3.3  Provide TWO actions that John and Sydwell will have to take to
verify the Fixed/ Tangible Assets figure in the Balance Sheet?
{4
(S

234 The financial director was given a new laptop by Brats
Computers on 31 March 2014, Brats Computers have tendered
to supply computers to Zodwa Lid next vear. Comment on
whether or not this will affect the audit report next vear. Explain.  (4)

2.3.5 Some of the stocks comprise chemicals that will reach their
sell-by date on 31 May 2014, The storeroom manager says that
he will pour these into a nearby river so that they can be
washed away. Comment and also offer advice to the directors.  (4)

twiminer 201 4
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NSO
RIS SN 3 (48 Maris; 28 Minutes)

CASH BUDGEY

N N [P | &
‘‘‘‘‘ rewvidad with the Oash Budoet and relaied information o

for thye thee months ended 30 June 2074 The businsss is uw‘zeﬁ

]

RECBURED

31 Conplete the debiors’ collection schedule for the three months ended
3Cdune 2014, (10}

37 soulate the figures indicated by A~F in the Cash Budgei. (16}

3.3 Destors collestion:

» Calculate the debtors average coliection pernod (in days) for the
financial year ending 31 March 2014 (caiculate to one agcimal place).  (5)

» Explain whether Marco Swallows should be satisfied with  this
collection period. Give ONE reason for vour opinion. (3

Lad
Lo

Lacutate the amount owing on the loan on 30 June 2014,

o

The interest rate on the existing loan from Mengwe Bank is 18% p.a, The
epayment on the loan is due al the beginning of each month. {4}

3.5  Marco Swallows is thinking of purchasing the business premises rather
tian renting it. Provide TWO separate advantages and TWO separale
#isadvantages of this opilion. Mote: the busingss has no financial

rvestments. {4)
3.6 Asthe internal auditor you are provided with the following actual figures
or May 2014, With regard to each expense, explain what you wouid
noiude in your internal auditors report.
Actual
May 2014
Telephone R2 200
Water and electricity R1 800
Advertising ‘ 21000 (6}

Copyright resarved Pleass tum aver
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A ‘tales, cost of sales and purchase
The total sales for the pas ‘mef«mk,ia% year amounted to, R890 000,
The total expecied sales are;
Aprit RE0 000 May R80 0G0 June REG 000,
 80% of monthly sales are on oradit, the rest are for cash.
v The business uses a mark-up of 60% on cost ai ali times.
. Stock is replaced on a monthly basis,
1 B0% of all purchases are for cash, the rest are on cre adit,
s Creditors are paid in full the month after purchase to receive 2 a 2%
giscouit.
B2 lebtors are expected to pay as follows:
40% pay in the month of sale and receive a 5% settlement discount.
+ 50% pay in the first month after the date of sale.
§% pay in the second month after the date of sale,
C. The balance in the Debtors Control Account was R 52 000 at the beginning of
e vear and R64 000 at the end of the financial year.
D. (ash Budget for the three months ended 30 June 2014
APRIL 2014 | MAY 2014 | JUNE 2014
RECEIPTS
(ash sales 12 000 16 000 £
ofiection from debtors 41 440 ? ? -
Fee-income 1 000 1000 1000
terest on bank current account 310 280 0
PAYMENTS 3
Purchase of stock for cash 18 750 B8 28 125
Payment to creditors 19 000 18 375 G
Repayment of loan 10 000 10 000 10 000
Interest on joan 750 600 450
Interest on overdraft 0 0 430
- Rent expense 11000 11 000 11000
Bankcharges &+ 560 560 560
Telephone 1 500 1 500 &
Salaries and wages E 17 850 17 850
- Water and electricity 3000 3 000 3 000
Advertising 3 000 F 4 500
Sundry expenses 14 000 14 000 15 000
Drawings 1 200 1200 1 300
E. Telephone is expected to decrease by 8% on 1 June 2014,
F. Sataries and wages is expected to increase by 5% on 1 May 2014
G, Advertising is calculated at a fixed percentage of iotal sales.

Copeyright reserved Flease turmn over
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N&C
QUEST EONA 57 Marks; 34 Minutes)

CASH FLON AND INTERPRETATION

You are2 phvided with information relating to UTHUKELA LIMITED, a public
comparny. ‘he financial yearend is 31 Aa.sgé.,sas_ "(‘ 4. The authorised share
capital <31t company is 800 000 shares.

REQUIFED
4.1 Coamlete the Cash Flow Statement for the year ended 31 August 2014

4.2

4.4

Opynght resserved

{eCerhin amounts have already been entered in the Ai‘éﬁ\f"fﬁ:?\ BOOK).

Tre Cash Flow Statement reflects some significant decisions that have
meentaken by the directors.

Ezxplan THREE of the most significant decisions: guote figures to support

y Ouf inswer and explain how each decision has benefited the company,
Coglcuale the following financial indicators on 31 August 2014

4 .31 Stock tumover rate

4.32 Return on average shareholders’ equity

R e®erto mformation E and answer the foliowing guestions. in each case,
yoou must support your comments as follows:

= luote the relevant financial indicators (actual figures, ratios or
seicentiages) and their tfrends from one vear o the next,
= Provide an additional relevant comment.

4. 43  The directors are very happy with the Hquidity position for 2014,
Guoste FOUR financial indicators to support their opinion.

4.-4.2  The shareholders are not happy with the price at which the new
 shares were issued. Cormment on the price at which the 200 000
new shares were issued and quote TWO financial indicators to
support your comment,

445 Comment on the % return, earnings per share and dividends per
share, Quote THREE financial indicators to support vour
commeant.

3
Pt

P
w

(4)

Please tum over
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Extract from Income Statement for the year ended 31 Augus? 2014

Cost of sales < S04 D00
Depreciation 124 260 |
Interest on loan {capitalisad) 60 000
Income tax 300 000

| Profit before tax 1 000 000

information extracted from the Post elosing

349 ﬁ&&g vist 2014

izl balance on

2014 2013
Ordinary shareholders equity 280480018 20280001
Ordinary share capita] Z 240 000 1580 000
Retained income 624 600 438 000
Long-term liabilities {15% p.a) 100 GO0 760 000
Fixed assets/ Tangible assets 3 164 420 1078 840
Trading stock 206 900 126 700
Cash and cash equivalents 500 0006 5 000
SARE {income tax CR 5220 CR 8 280
Bank overdraft - 850 640

Fixed zssois

e Land and buildings were purchased for cash.
+ A vehicle was sold at carrying value for R80 000. No vehicles were

purchased.
Ordinary shares

Details of shares authorised:
e 800 000 shares

Dietails of shares izsusd:

e 500 000 ordinary shares were in issue at the end of the previous

financial year, 31 Augusi 2013,

o 200 000 ordinary shares were issued al R4.30 on 1 September 2013
= 60 000 ordinary shares were bought back on 31 January 2014, The
shares were repurchased at R2,00 above the average issue price.

Market price on JSE:

s Market price on JSE was 560 cents on 1 May 2014, increased

by 30 cents during the financial year.

Copwight reserved
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Financial indicators

Frepamﬂﬁﬁzﬁxaﬁﬂnaﬂﬁr;S&ﬁﬁﬂﬁb@f&ﬂ?f

The foilowing financial indicators were calculated for the o

P b b

2014

Solvenocy

5 &1

Debtors collection period

Creditors payment period

28 davys

20 days

Stock turnover ralg 7 11 tdmes
Current ratic 240 1,41

Acid-test ratio

0,61

Debt-equity ratio

0.44 1

% return on average shareholders’ equity

19%

% return on total capital employed

45%

33%

Net asset value per share

420 cents

ADS cents

Copyright reserved

Dividends per share O cents |+ 112 cenis
Farnings per share 106 cents 101 cenis
Fle

ase urn over
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QUESTHON 5

STCPO VALUATION AND INTERNAL CONTROL

aiail stores around

5.1 Sisonke Traders “3(”3’5%5 ane type of laptop to major el
South Africa. T h& make use of the FIFO method for stock valuation
and use the periodic inventory system. The business is owned by Sizwe
Smith.
REQUIRED:
14 wWhat do the letters FIFO stand for? {2}
B Calculatst ’;2}
5.1.3 Calsulate the value of the closing stock on 31 May 2014
according o the FIFQ meihod. {4}
514 Calculate the gross profit for the vear ended 31 May 2014, (8)
5.1.5 The owner and the accountant disagree on the method of stock
valuation. Sizwe, the owner, wants fo continue using the FIFO
method, because he says it is easier fo calculate. Mball the
accountant wants o use the weighted-average method, because
she says the profit will be lower, and therefore the incorme fax will
be lower.
As internal auditor, whal would you say to Sizwe and Mbal?
State TWO points. : (4)
INFCORMATION:

The irormation below appeared in the records of Slsenke T
31 Mgy 2014, The business uses a fixed seiling price of R6 7

raders for
50 per lapiop.

the year ended

INFOORMATION ON STOCK NUMBER OF ValLuke PER TOTAL YALUE
LAPTOPS LAPTOR
Laptops on hand on 1 Aprit 2013 60 7 240 000
Laptops bought during the year 630 R2 606 000
June 2013 250 R3 800 R850 000
November 2013 200 R4 500 R900 000
February 2014 180 R4 200 K756 600
Laptops returned from November 5 R4 500 F22 500
 purchases
Laptops sold during the year 450 RE 750 R3 037 500
Laptops on hand on 31 May 2014 235 v 7

Copyright reserved

Flagss fum over
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Shivaiuka sells one brand cﬁ’
t#ree branches operatng in F
arhes are manage

ey

Caondd Naidoo has obiained the

TIRNAL CONTROL

§ o,
SO

ed by .

I"}S)
fHnel and
TG &N

and Jack,

annual figures from

15 Pre

The ewm@r Diona
P Mewoast
\‘J

respechivel

the thy

feorthe financial year ending 20 April 2014,

FRECUIRED:

f.}c,udi“ v Examination Se st syt 2014

lating o

fecienify ONE problem in relation to each branch. Quote figures e
te woblem. In each case, offer Donald Maidoo advice on how o solve  {12)
HEhe rroblem,
B FORMATION:
PINETOWN WL LINEY NEWCAETLE
{JOE)} (BEN) {JALKS
Mumise of TV's " ) N
availa bk or sale 470 300 150
Numbsei o TV's sold - o
duringy be year 380 = Y
FPhysisca count on _ o -
30 Ap ril2014 72 225 Wil
Cost porie per TV R7 500 R7 500 R7 500
Sellingy jrice per TV 211 500 R11 500 R11 500
Sales revenue e .
itect i R4 120 00 862 5 R2 185 00
depossited in bank R 120 000 RE62 500 <2 185 000
Advertieng per TV R15 000 RA40 000 R60 000
Salan. ¢ manager R30 000 per month | R30 000 per month | B30 000 per monih

Copyrigght @served
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8.4 IRUVUKEN MANUFACTURING

fou are provided with information related o Bkuvukeni Manu
he financial year ended 28 February 2014,

FEGUIRED

L11 Prepare the following notes to the Production Cost Statement:

5111 Direct fraw material cost (7

6.1.1.2 Factory overneads cost {20}
£1.2 Prepare the Production Cost Statemeni for the vear ended

28 February 2014, (%
INFORMATION

1. The following balances appeared amongst others in the General Ledger on
1 March 2013

s Diract raw material stock H B8 000
e Work-in process stock R 45000
¢ Finished goods stock H118 006G
¢ Indirect material (all used in factory) RO0g 000

B

Additional information:

-

AL Water and electricity of R36 000 must be apportioned in the ratio of 31
hetween factory and the administrative section respectively.

B, Expenses in respect of rates and insurance musi‘ he disiributed equally
between the factory and administrative sectio
s Insurance of R27 000 was paid for ‘thsze current year,
«  Rates on property amounting to R41 800 were paid for ths
period 1 March 2013 to 31 March 2014,

C.  Depreciation for the year is as follows:
e Factory piant ' R31 780
o Office eguipment = 3800
s Vehicles for the factory =11 820
0. Balaries and contributions for the year are as follows:
s actorv foreman R70 000
e Admunisirative staff K80 000
@ ;‘Baie@ staff HB0 000
¢ Factory workers R190 000
Note: The business contributes 1% of UIF for all employess

- (not included in figures above).

Copyright raserved Please b over
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NEC
The following purchases were made during the year
e Raw matenad RE70 800
s indirect mate z"'ai R34 500
s Office stationen R 5100
Carriage on purchases for the follow ing materials amounted (o
s Raw material R17 200
s indirect material 1400

Raw rmaterials costing R16 000, were returned to the supplisr.

‘.!
4]

Sales for the year amounted fo R 200 000. The business Uses

mark-up of 50% on cost.

,-

Iventories on hand on 28 February 2014

YWork-in process R7

Finished goods - R200 000
Raw material R 85 500
Indirect material = 1800

Please urm over
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B-.7 MEW STYLE MANUFACTURERS
This business is a,fmm' by Ben Msane. Wa produced and sokd 5 00O
fracksui g 3 y 2074

REGUIREL:

Heater to the Informalion below o answer the following questions:

Bz *”“"“zlcuéﬁi’ﬁ the number of metres of raw material fabric that has

peen wasted during the production process, (53
5.2.2 ive TWO ceparate reasons on how the wastage ¢

gocurred and in each case g ve advice on how 1o correct i

problem {4}
5.2.3 Caloulate break-even point for the current financial vear {43

6.2.4 Should the business be satisfied with the number of units that
they are currently producing? Briefly explain. {3

=5
N
en

The Direct Material Cost per unit for 2014 amounted
R326.40. All the raw material is locally produced.

Ben is considering imporiing the raw material. He has been
provided with the following guotation from = Suppi erin ihe
LUEA. They will fransport the raw materials for free.

Cost per metre in US Dollars $6.00
Exchange rals R11,00 = $1,00
Cost per metre in Rands RE6,00
Customs duty 20%

Ly

it Ben goes ahead with his plan to import the raw malerial,
what effect will this have on the cost of production of the
iracksuits? Frovide a caloulation to support your answer, (5}
¢  What other factor should Ben consider before deciding o
import the raw material? Explain, (2}

Copwright reserved Please tuin over
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HFORMATION:

1. roduction and sales:

ETATE | U S R BT 1o
$ 000 tracksuils were produces and sei.

taw mmaterials:

AW

i study shows thai 3.4 metres of fabric is required 1o produce ONE racksuil

NUMBER OF
METRES OF
FABRIC

1210 metres
19 750 metres
?  etres
3 160 metres

Dpening stogk
Purchases
Raw materials issued to faclory

Closing stock

3 Uit costs:

TOTAL PER UNIT
Sales =5 950 000 R1 190 B
Variable cost R2 030 000  Ra0B8
Fixed cost R1 370 000 R274

TOTAL MARKS: [300]

Cegpyright reserved



