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QUESTION 1 BUDGETS (30 Marks, 36 Minutes)

Stripy Pencil is a stationery shop in a small shopping centre. They make cash sales to
people walking into their shop.

Although Stripy Pencil does not normally sell on credit, they have negotiated to supply
Lakeside College with stationery packs on credit for 700 of their students for the 2019
school year. Stripy Pencil will buy and deliver the stationery packs in December 2018, but
Lakeside College will only pay for them on 1 February 2019, once the parents have paid
the school fees.

Below is Stripy Pencil's planning for December 2018 through to February 2019.

Cash Budget for Stripy Pencil for December 2018 to February 2019

December January February
Receipts ?? ?? ??
Cash sales 399 600 479 520 A
Cash received from Lakeside College - - 491 400
Payments ?? ?? ??
Cash purchases of trading stock 330 000 B 142 080
Payments to creditors 193 000 205 300 C
Rent D D 54 500
Wages 13 300 E F
Water and electricity ?? 41 200 G
Advertising ?? ?? ??
Administration 7 200 7 200 7 200
Interest on overdraft 3 045 4 870 2070
Surplus/deficit (237 445) (34 450) 354 234
Bank balance at beginning 21 700 (215 745) ?7?
Bank balance at the end (215 745) (250 195) H

Additional information

Cash purchases equal 50% of the total purchases.

Stripy Pencil has an agreement with their creditors to pay half of their credit purchases
in the month following the purchase. This is in order to make use of an 8% discount
offered on early payments. The rest is paid in the second month after the purchase.
Stripy Pencil makes use of a fixed-base level of stock.

A 35% mark-up on cost is maintained.

The annual rent increase of 9% is applied on 1 February.

A staff member asked for R2 000 of her December salary to be kept and paid to her in
January. Stripy Pencil agreed to this. The wages expense remained at a constant
amount from December through to February.

7. The water and electricity increase by 3% per month, every month.

8. The administration expense includes R18 000 depreciation for the year.
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Carey's Cases is a business that sells all

kinds of bags.
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(30 marks; 36 minutes)

Below is a statement they received from one of their creditors, P&V Factory.

50 Simple P&V FACTORY
Vinyl Park Statement no: 16
0070 Date: 28 February 2019
Date Transactions Debit Credit Balance
2018
Dec |1 Balance 69 500
3 r/d cheque 3 300 72 800
25 | Invoice X93 7 200 80 000
26 | Credit Note 06 1500 78 500
2019
Jan | 12 | Receipt 54 5130 73 370
Discount allowed 570 72 800
27 | Invoice X97 4 440 77 240
Feb |5 Invoice X99 15 500 92 740
6 Trade discount omitted 3100 89 640
Terms: e Trade discount of 20% granted on all purchases.
o 10% discount granted if paid within 30 days.
Age 90 Days 60 Days 30 Days Current
analysis: ?? ?7? ?7? ?7?

Errors Carey's Cases discovered after comparing the statement from P&V Factory

and their Creditors Ledger:

e Credit Note 06 was erroneously entered as R5 100 in the Creditors Ledger.
e P&V had omitted the trade discount from Invoice X93. Because of this, the discount
was not entered into the Creditors Journal of Carey's Cases.

e Invoice X97 had been issued to Barry's Boxes, not Carey's Cases.

e Carey's Cases had paid P&V Factory R6 000 via EFT on 28 February. This had been

entered into the Creditors Ledger.

e The trade discount on 6 February was incorrectly recorded by Carey's Cases as a

credit entry in the Creditors Ledger.

Below is the Bank Reconciliation Statement drawn up at year-end on 28 February 2019.

Bank Reconciliation Statement on 28 February 2019

Debit Credit
Balance according to the Bank Statement 2130
Credit outstanding deposits: 27 Feb 2019 18 920
31 Mar 2019 ¥ 4 600
Debit outstanding cheque:  No. 54 (15 Sept 2018) 6 100
No. 85 (7 Dec 2018) 5 300
No. 94 (26 Feb 2019) 7 250
No. 95 (15 April 2019) 5010
Credit balance according to bank account 2270
25790 25790

U The R4 600 was a cheque received by Carey's Cases on 28 February that was dated 31 March
2019. They entered it into the CRJ and put it in the till to be deposited the following month.
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QUESTION 3 FINANCIAL STATEMENTS

(40 marks; 48 minutes)

Nu-World is one of the largest importers of consumer electronics with

their international brands of JVC, NU-TEC and Telefunken, which they

sell to retailers. They also import and distribute large appliances for
cooking (Russel Hobbs and Sunbeam brands), laundry, refrigeration,
and air-conditioning, furniture as well as the Casio range of watches.
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NU-WORLD HOLDINGS LIMITED

STATEMENT OF COMPREHENSIVE INCOME for the year ended 31 August

2017 2016
R'000 R'000
Revenue 2948 025 2590 416
Cost of sales (2 274 398) (2 055 577)
Gross profit 673 627 228 191
Other income 5 407 94 755
Operating expenses (461 576) (460 184)
Selling and distribution costs 252 002 228 171
Other operating expenses 119 478 94 755
Administrative expenses 70 437 137 258
Operating profit 237 117 113 062
Finance costs (17 918) (14 468)
Profit before tax 219199 98 594
Income tax (48 699) (18 985)
Total profit for the year 170 500 79 645
STATEMENT OF FINANCIAL POSITION at 31 August
2017 2016
ASSETS R'000 R'000
Non-current assets 118 508 142 297
Property, plant and equipment 23 374 25 305
Intangible assets 63 228 64 464
Deferred tax 31 926 39421
Trade and other receivables — 13 107
Current assets 1251 880 1087 720
Inventories 427 841 391 861
Stock in transit 238 337 178 421
Trade and other receivables 421 714 372 136
Prepayments 49 145 61 400
Cash and bank balances 114 843 83 902
Total assets 1 370 388 1230017
EQUITY AND LIABILITIES
Capital and reserves 1014 246 924 475
Non-current liabilities 13 456 17 226
Deferred tax 13 456 17 226
Current liabilities 342 686 288 316
Trade and other payables 237 485 188 158
Current tax liability 15 757 13171
Loans 30 181 15970
Bank overdraft 59 263 71017
Total equity and liabilities 1 370 388 1230017
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2017 2016
Market price per share (cents)
e Atyear-end 4100 2 800
e Highest 4150 3300
e Lowest 2 100 1811
Number of shares traded on the JSE 4 050 000 4 902 000
Volume traded as a percentage of total shares 19% 23%
Ratios and calculations
2017 2016
Earnings per share 800 cents 452 cents
Dividends per share 300 cents 180 cents
Return on shareholders' equity ? 8,62 %
Acid test ratio 1,71:1 184:1
Current ratio 3,65:1 3,82:1
Debtors collection period 58 days 63 days

Is Nu-World perhaps the bargain of the year?

BUSINESS REPORT/24 JULY 2017, 08:15/AMELIA MORGENROOD

It doesn't make sense that Nu-World trades at such low valuation levels — even in the
current economic environment.

[Source: <https://www.iol.co.za/business-report/is-nu-world-perhaps-the-bargain-of-the-year-10437275>]

General disclosure — 26/02/2016

Shareholders are advised that one of Nu-World's subsidiaries, Dick Smith Holdings
Limited, a top 200 Australian Securities Exchange company, were placed into liquidation
on 25 February 2016. The remaining stores in Australia and New Zealand will close. Nu-
World has approximately 5,9 million Australian dollars invested in Dick Smith Holdings
Limited.

e The rand : Australian dollar exchange rate: 9,70 : 1

Extract from the independent auditor's report:

Key audit matters

Key audit matters are those matters that, in our professional judgement, were of most
significance in our audit of the consolidated and separate financial statements of the
current period.

Key Audit Matter

Inventories and goods in transit comprise material balances in the consolidated financial
statements. The inventory held by the group is imported, resulting in the significant
goods in transit balances.
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