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GRADE 12	 SECTION A	 ACCOUNTING

Company theory

Questions 1 to 4 relate to COLUMN A and B provided.

Match the term in COLUMN A to the best description in COLUMN B. Select therefore only A, B, C or D on the answer 
sheet.
		

COLUMN A COLUMN B
1. IFRS A Annual meeting for all shareholders where among others things, 

statements are approved, auditors and directors are elected.
2. Memorandum of 

incorporation (MOI)
B Aims to ensure that consistency in accounting standards around the 

world are maintained throughout.
3. AGM C The law that provides protection to the company’s shareholders, 

potential shareholders and its creditors through proper registration, 
reporting and management rules.

4. Companies Act 71 of 2008 D Document setting out agreed rules by the shareholders for the 
management and maintenance of the business. 

Independent Audit report 

Questions 5 to 8 relate to the report of the independent auditor below.

	

5. 	 REMGRO LIMITED received an/a … audit report for their financial position on 30 June 2019.
		
	 A     	 qualified	 B     	 unqualified	 C     	 disclaimer	 D     	 perfect	
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6. 	 PricewaterhouseCoopers Inc. director, A. Wentzel, is the … auditor.
		
	 A     	 international	 B     	 internal	 C     	 external	 D     	 dependent	
		
7. 	 PricewaterhouseCoopers Inc. director, A. Wentzel, is a registered auditor (RA) at … 
		
	 A     	 IRBA	 B     	 SAICA	 C     	 SAIPA	 D     	 SAICA en IRBA	
		
8. 	 Why is it important for the auditors of public companies to be members of a professional body?

i.	 	Complaints against auditors can be investigated by the body.
ii.	 	The body ensures that the auditors have sufficient knowledge of accounting and audit procedures, 

enabling them to do their job properly.
iii.	 	The body ensures a universal code of good practice and ethics.
iv.	 	The body ensures that the audit and reporting standards are universal and comparable.

	 Choose the correct combination:
		
	 A     	 (i), (iii) and (iv)	 B     	 (ii) and (iv)	 C     	 (iii) and (iv)	 D     	 All of the above	
		
Company – Year-end adjustments	
		
Questions 9 to 13 relate to the information below. Evaluate each transaction and select how it will affect the 
two financial statements at the end of the financial year, 30 June 2019. 
		

Information:
A. Extract from the Trial Balance on 30 June

30 June 2019
R

30 June 2018
R

Debtors control 412 600

Provision for bad debts ? 12 100
Loan: Standard Bank ? 1 836 500
SARS (Income tax) ? 18 700
Rent income 374 000
Bad debts recovered 15 420 
Directors fees 1 026 000
Bad debts 58 140

		
9. 	 Loan: Standard Bank

•	 Fixed monthly repayment for the full loan period, including interest, is R25 000.
•	 Capitalised interest for the year ending 30 June 2019 is R216 000.
•	 Interest for the next financial year is expected to be R162 000.
•	 A portion of the loan will be repaid within the next financial year.
		

Statement of Comprehensive Income for the year 
ending 30 June 2019 Statement of Financial Position on 30 June 2019

Income Expenses Non-current liabilities Current liabilities
A     216 000 1 536 500 300 000
B     216 000 1 752 500 162 000
C     216 000 1 614 500 138 000
D     216 000 1 752 500 162 000
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10. 	 A portion of the building has been let out since 1 January 2018. The rent is increased annually by 12% on the 
same day the contract commenced. Rent is received two months in advance. 

		

Statement of Comprehensive Income for the year 
ending 30 June 2019 Statement of Financial Position on 30 June 2019

Income Expenses Current assets Current liabilities
A     318 000 56 000
B     308 138 65 862
C     314 160 59 840
D     313 468 60 532

		
11. 	 On 1 July 2018, the business had two directors earning the same monthly fee. A third director was appointed 

on 1 November 2018 for the same fee. Two of the directors were overseas at the end of June, so they will 
only receive their last month’s salary during July 2019.   

		

Statement of Comprehensive Income for the year 
ending 30 June 2019 Statement of Financial Position on 30 June 2019

Income Expenses Current assets Current liabilities
A     1 094 400 68 400
B     1 090 125 64 125
C     1 094 400 68 400
D     1 090 125 64 125

		
12. 	 On 24 June 2019, an amount of R8 050 was received from C. Trouw, whose account was previously written 
off as irrecoverable. The amount was incorrectly entered in the Debtors control column of the CRJ.

Adjust the provision for bad debts of debtors to 4%.
		

Statement of Comprehensive Income for the year 
ending 30 June 2019 Statement of Financial Position on 30 June 2019

Income Expenses Current assets Current liabilities
A     16 182 50 090 404 550 4 082
B     23 470 4 726 403 824
C     23 470 16 826 404 550 4 726
D     23 470 4 082 388 368

		
13.	 On 1 July 2018 the SARS Income tax account had a credit balance of R18 700. A provisional tax payment of 

R358 700 was made to SARS as first provisional tax payment and to settle the outstanding balance. Another 
provisional tax payment of R340 000 was made to SARS at the end of the year. The net profit for the year, 
after tax, is R1 680 000. Tax is calculated at 30% on net profit.

		

Statement of Comprehensive Income for the year 
ending 30 June 2019 Statement of Financial Position on 30 June 2019

Income Expenses Current assets Current liabilities
A     504 000 176 000
B     720 000 2 600
C     504 000 213 400
D     720 000 40 000
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Company – Financial statements and Analysis	
		
You are provided with information on Cloud 19 Limited for the past two financial years, ending 30 June. The 
company is located in the Eastern Cape and trades in bedroom furniture, mattresses and pillows. 

Information:

A. Extract from the Statement of Comprehensive Income for the year ending 30 June 2019 
R

Depreciation 618 000
Interest expense ①
Income tax 1 228 500
Net profit after tax 2 866 500

			 

B. Extract from the Statement of Financial Position on 30 June
30 June 2019

R
30 June 2018

R
Fixed assets 18 231 000 12 046 500
Investments 937 500 900 000
Current assets ? 3 135 000
     Inventories 2 476 000 1 875 000
     Trade and other receivables 547 500 1 230 000
     SARS: Income Tax 0 22 500
     Cash and cash equivalents ? 7 500
Shareholders’ equity 18 168 000 10 786 500
Non-current liabilities 2 775 000 3 900 000
Current liabilities 1 866 000 1 395 000
     Trade and other payables 630 000 772 500
     SARS: Income Tax 111 000 0
     Shareholders for dividends 1 125 000 420 000
     Bank overdraft ? 202 500

	 		

C. Note 7: Ordinary share capital on 30 June 2019
R

1 200 000 shares at the beginning of the year 8 400 000
300 000 shares issued on 1 January 2019 ③
75 000 shares repurchased on 31 May 2019 ②

14 820 000
	 		

D Note 8: Retained Income on 30 June 2019
R

Balance at the beginning of the year 2 386 500
Net profit after tax 2 866 500
75 000 shares repurchased ②
Ordinary share dividends
     Interim ④
     Final 1 125 000
Balance at the end of the year
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E. Cash flow statement for the year ending 30 June
30 June 2019

R
30 June 2018

R
Cash flow from operating activities 1 569 000
     Cash generated from operations 4 985 000 2 983 500
     Interest paid (390 000)
     Dividends paid (780 000) (381 000)
     Taxation paid ⑤ (643 500)
Cash flow from investing activities (250 500)
     Purchase of fixed assets (7 260 000) 0
     Proceeds from the sale of fixed assets ⑥ 574 500
     Changes in investment ⑦ (825 000)
Cash flow from financing activities (600 000)
     Proceeds from issue of shares 0
     Repurchase of shares (1 200 000) (1 500 000)
     Changes in non-current liabilities (1 125 000) 900 000
Net changes in cash and cash equivalents 812 000 718 500
Cash and cash equivalents at the beginning of the year ⑧ (913 500)
Cash and cash equivalents at the end of the year ⑨ ⑧

			 

F.	 Financial indicators on 30 June
2019 2018

Current ratio 1,95 : 1 2,25 : 1
Acid test ratio 0,62 : 1 0,90 : 1
Debt/equity ratio 0,15 : 1 0,36 : 1
Return on shareholders’ equity 19,8% 14,4%
Return on capital employed 24,9% 18,3%
Earnings per share 201 cent per share 130 cent per share
Dividends per share 109 cent per share 52 cent per share
Net asset value 1275 cent per share 899 cent per share
Market price on JSE 1500 cent per share 1350 cent per share
Average interest rate on alternative investment 8% 8%
Average interest rate on loans 11% 11%

				  
Questions 14 to 30 are related to the given statements. Study the statements above and choose the correct 
answer to the question.

14.	 Cloud 19 LTD paid a monthly instalment fee on the loan of R121 500. Interest is capitalised. Calculate the 
interest expense (number ①).

	
	 A     	 R333 000	 B     	 R367 125	 C     	 R305 250	 D     	 R429 000	
		
15.	 In terms of the Companies Act No. 71 of 2008, the company may decide to repurchase shares from its 

shareholders if the company meets the following requirements:

	 Choose the correct combination from the requirements below regarding repurchase (buy-back) of shares:

i.		 Favourable solvency test
ii.		 Favourable liquidity test

iii.		 Subject to the availability of cash surplus
iv.		 Fairness to shareholders must be investigated	
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Possible alternatives:	
		
	 A     	 Only (i), (ii) and (iv)		  B     	 Only (ii) and (iii) 	
	 C     	 All of the above			   D     	 None of the above	
		
16.	 Evaluate the accounting equation below. Which entry is the correct posting for the repurchase of shares by 

Cloud 19 LTD on 31 May 2019 (number ②). 	
		

Account debited Account credited Amount A E L

A     
Ordinary share capital Bank 525 000 - - 0

Retained income Bank 675 000 - - 0

B     
Bank Ordinary share capital 525 000 - - 0
Bank Retained income 675 000 - - 0

C     
Ordinary share capital Bank 780 000 - - 0

Retained income Bank 420 000 - - 0
D     Ordinary share capital Bank 1 200 000 - - 0

		
17.	 Calculate the correct amount for the issued shares by Cloud 19 LTD on 1 January 2019 (number ③).
		
	 A     	 R6 945 000	 B     	 R7 620 000	 C     	 R7 200 000	 D     	 R6 420 000	
		
18. 	 Calculate the interim dividend declared and paid by Cloud 19 LTD on 31 December 2018 (number ④).
		
	 A     	 R420 000	 B     	 R1 125 000	 C     	 R705 000	 D     	 R360 000	
		
19.	 Calculate the taxation paid by Cloud 19 LTD for the year ending 30 June 2019 (number ⑤).	
		
	 A     	 R1 362 000	 B     	 R1 095 000	 C     	 R1 140 000	 D     	 R1 317 000	
		
20.	 Calculate the proceeds from the sale of fixed assets by Cloud 19 LTD for the year ending 30 June 2019 

(number ⑥).
		
	 A     	 R457 500	 B     	 R1 075 500	 C     	 R6 184 500	 D     	 R6 802 500	
		
21. 	 In the Cash flow statements, why is depreciation shown as an inflow in Note 1 (cash generated from 

operating activities)?
		

A     	 Depreciation is an expense, therefore it must be shown as an outflow on the cash flow statement.	
B     	 Depreciation is a non-cash item and decreases the profit. Therefore, because it was previously 

deducted from profits in the Income statement, it is now added back on the cash flow statement. 	
C     	 Depreciation is a financing activity and is therefore shown as an inflow on the face of cash flow.	
D     	 Depreciation is an investment activity and is therefore shown as an outflow on the face of cash 

flow.	
		
22.	 Calculate the changes in external investments made by Cloud 19 LTD for the year ending 30 June 2019 

(number ⑦).
		
	 A     	 R900 000 inflow			   B     	 R37 500 outflow	
	 C     	 R937 500 outflow			   D     	 R37 500 inflow	
		
23. 	 Calculate the correct balance for cash and cash equivalents of Cloud 19 LTD on 1 July 2018 (number ⑧).
		
	 A     	 R7 500	 B     	 (R202 500)	 C     	 (R7 500)	 D     	 (R195 000)	
		



/For more information sms “Name, Surname and Olympiad” to 41721

24.	 Calculate the correct balance for cash and cash equivalents of Cloud 19 LTD on 30 June 2019 (number ⑨).
		
	 A	 R817 500	 B	 R607 500	 C	 R1 007 000	 D	 R617 000	
		
25.	 From the above Cash flow statement, identify the decisions made by the directors of Cloud 19 LTD during 

2019 that they did NOT make in 2018.

	 GIVEN OPTIONS:
i.		 Purchased new fixed assets 

ii.		 Decreasing external investments
iii.		 Shares were issued
iv.		 Shares were repurchased
v.		 Increase in long-term loan

vi.		 Repayment of bank overdraft

	 Choose the correct combination from the given options:
		
	 A     	 Only (i), (iii) and (vi)		  B     	 Only (ii), (iii) and (vi)	
	 C     	 Only (i), (ii), (iv) and (v)		  D     	 All of the aboves	
		
26.	 How did the Cloud 19 LTD directors’ decision regarding the Loan affect the financial gearing of the company 

in 2019?

	 GIVEN OPTIONS:
i.		 A large repayment portion of the loan had a positive effect on the financial gearing.

ii.		 Repayment of the loan puts strain on the financial gearing and alternatives need to be considered.
iii.		 Current ratio has weakened from 2,25:1 to 1,95:1, which indicates a negative cash flow.
iv.		 Return on capital employed improved from 18,3% to 24,9%. It is much higher than the average 	  

		 interest on loans of 11% p.a.
v.		 Return on shareholders’ equity improved from 14,4% to 19,8%.

vi.		 Debt/equity ratio decreased from 0,36:1 to 0,15:1. It is low geared for both years.

	 Choose the correct combination from the given options:
		
	 A	 Only (i), (iv) and (vi)		  B	 Only (ii) and (iii)
	 C	 Only (i), (v) and (vi)		  D	 Only (ii), (iii) and (v)
		
27. 	 Cloud 19 LTD changed its dividend policy from 2018 to 2019. Choose the correct change and the correct 

reason for the change.

	 GIVEN OPTIONS:
i.		 Dividend policy has changed from 40% in 2018 to 60% in 2019.

ii.		 Dividend policy has changed from 40% in 2018 to 54% in 2019.
iii.		 Dividend policy has changed from 47% in 2018 to 65% in 2019.
iv.		 Dividend policy has changed from 47% in 2018 to 54% in 2019.
v.		 Larger percentage of dividends were paid out to shareholders, therefore less invested in Retained 

income.
vi.		 Larger percentage of dividends were paid out to shareholders, therefore less paid to SARS for income 

tax. 
		
	 A     	 Only (i) and (vi)			   B     	 Only (ii) and (v)	
	 C     	 Only (iii) and (vi)			   D     	 Only (iv) and (v)	
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Shareholder Andy Thomas’s shares held in the business consist of the following: 

SHARES PURCHASED NUMBER OF SHARES
1 July 2012 504 000

1 January 2019 216 000
TOTAL: 720 000

 		
28.	 Andy did not purchase enough shares on 1 January 2019 to become the majority shareholder. How many 

shares does Andy still need on the issue date?
		
	 A     	 30 001 shares	 B     	 30 000 shares	 C     	 29 999 shares	 D     	 None of the above	
		
29. 	 How did the repurchase of shares on 31 May 2019 affect Andy’s shareholding? 
	 Note that no shares were repurchased from Andy.
		

	 A     	 No shares were repurchased from Andy; therefore, his shareholding remains unchanged.	
	 B     	 Andy’s shareholding percentage will decrease due to the repurchase of shares.	
	 C     	 Andy’s shareholding percentage will increase due to the repurchase of shares.	
	 D     	 Andy’s shareholding percentage will increase due to the repurchase of shares; he is now the majority 

shareholder.
		
30.	 Will Andy be satisfied with the performance of Cloud 19 LTD?	
		

	 A     	 All return on investments indicators have increased from 2018 to 2019, which is higher than the 
average interest on alternative investments. Andy is satisfied with his investment in Cloud 19 LTD. 

	 B     	 Andy is concerned that the Net Asset Value is lower than the market price on the JSE.	
	 C     	 All return on investment indicators have increased from 2018 to 2019, which is higher than the 

average interest on alternative loans. Andy is satisfied with his investment in Cloud 19 LTD.	
	 D     	 Andy is concerned about the decrease in liquidity ratios since 2018. Therefore, Andy is not satisfied 

with the growth in his investment in Cloud 19 LTD. 	
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RED HOT RACERS P.O. BOX 677 BOKSBURG 0108 
TEL: 012 758 0773 

A Smooth STATEMENT DATE: 20 OCTOBER 2020 
Postnet Suite 1099 CREDIT LIMIT: R30 000 
Silverton PAYMENT TERMS: 30 DAYS 
0070 INTEREST ON OVERDUE 

ACCOUNT: 
10% PER MONTH AFTER 60 DAYS 

   

DATE:  DEBIT CREDIT BALANCE 
Aug  1 Balance   12 000 
  Receipt 99  5 700 6 300 
  Discount  300 6 000 
 4 Invoice 181 9 000  15 000 
 6 Credit note 27  1 200 13 800 
 29 Invoice 192 3 500  17 300 
Sep 3 Receipt 108  3 500 13 800 
 4 Credit note 33  350 13 450 
 12 Invoice 201 4 800  18 250 
 30 Invoice 207 5 900  24 150 
  Interest 250  24 400 
Oct 1 R/D cheque 3 500  27 900 
 14 Invoice 219 6 200  34 100 

CURRENT 30 DAYS 60 DAYS 90 DAYS + 

    

’
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exceeds … 

Once the business exceeds an annual turnover of … they have to pay VAT every month.

cheque of R6 900 to a creditor in settlement of the business’s account of R7 590.
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 Gareth’s percentage shareholding increased to 61% after the repurchase.
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