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Accounting P2
Grade 12 Prep. Exam.

INSTRUCTIONS AND INFORMATION

FS/September 2022

Read the following instructions carefully and follow them precisely.

1.

2.

Answer ALL questions.

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

Show ALL workings to earn part-marks.

You may use a non-programmable calculator.

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

Where applicable, show ALL calculations to ONE decimal point.

If you choose to do so, you may use the formula sheet at the end of the
question paper. The use of this formula sheet is NOT compulsory.

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 TOPIC MARKS | MINUTES
1 VAT and Reconciliation 40 30
2 Cost Accounting (Manufacturing) 45 35
3 Stock Valuation 30 25
4 Budgeting 35 30
TOTAL 150 120

Copyright reserved
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Accounting P2

Grade 12 Prep. Exam.

QUESTION 1: VAT AND BANK RECONCILIATIONS

1.1 SAMMY TRADERS

REQUIRED:

1.1.1

FS/September 2022

(40 marks; 30 minutes)

Taking into account the errors and omissions, calculate the

amount that is either payable to or receivable from SARS on
30 June 2022. The current VAT rate is 15%.

INFORMATION:
A. Amount due to SARS on 1 June 2022, R7 590.
B. Details in respect of VAT for June 2022:
Extracted from the journals:
EXCLUDING INCLUDING
DETAILS VAT VAT VAT
R R R
Sales 158 000 181 700
Total purchases 89 040
Returns from
debtors 6 647
Returns to 760
suppliers
Owners drawings 713
Discounts allowed
to debtors 1125
1.2 MASALA TRADERS

Copyright reserved

The information relates to June 2022. The business receives its official
bank statements on the 25" day of each month.

REQUIRED:

1.2.1 e Complete the CRJ and CPJ on 30 June 2022.

e Calculate the correct bank balance in the ledger on
30 June 2022. Indicate whether the balance is favourable or
unfavourable.

1.2.2 Prepare the Bank Reconciliation Statement on 30 June 2022.

1.2.3 See Information H: Explain why the internal auditor would be
concerned (provide figures) and what action he or the owner
should take.

(11)

(11)

()
(9)

(4)
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Grade 12 Prep. Exam.

INFORMATION:
A. The following Bank Reconciliation Statement was prepared on
31 May 2022:
DEBIT CREDIT
R R
Balance as per Bank Statement 87 150
Outstanding deposit
(from cash sales; dated 31 May 2022) 31 600
Outstanding EFT (no. 555) 16 850
Correction of error 22 700
Balance as per bank account 49 700
104 000 | 104 000

B. Provisional totals on 30 June 2022:

CRJ: R47 220 CPJ: R97 860

C. When comparing the May reconciliation statement to the
June 2022 bank statement, the following was noticed:

(i)

The outstanding EFT no. 555, outstanding deposit, and correction
of the error of were correctly reflected on the June bank
statement.

D. The following items on the June 2022 bank statement did not
appear in the June Cash Journals:

Copyright reserved

EFT received from KZN Promotions for commission earned,
R36 400.

Monthly debit order in favour of Far Call for cell-phone charges,
R2 800.

A deposit of R23 000 appeared in the current account of
Masala Traders on 24 June 2022. The deposit has been identified
as an error made by the bank. The bank has agreed to correct the
error on the July bank statement.

Cash deposit fees, R1 250.

Service fees, R880.

Interest on a debit balance, R2 160

A debit card entry to withdraw cash for wages of R11 000 was
recorded on the statement.

A debit order for R10 570 dated 24 June 2022; in favour of Vodacell
for cell-phone purchases. Masala Traders did not deal with this
service provider and informed the bank immediately. The bank
agreed to rectify this entry on the July 2022 bank statement.
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E. Differences noticed when journals and June’s bank statement
were compared:

e An EFT of R15 300 was recorded in the CPJ with an incorrect
beneficiary. The bank will rectify this on the next statement.
Correct the error.

e Credit card sales appear on the bank statement as R32 300, but
in the CRJ as R23 200. The bank statement is correct. Correct

the error.

F. Items in the journals but not in the June bank statement:

e EFT no. 633 for R24 800 dated 30 June 2022 in the CPJ.

e Cash deposit of R34 620 dated 30 June 2022 for sales (CS977-
986's) in the CRJ.

G. The June 2022 bank statement reflected a balance of R?

H. In July 2022, the internal auditor discovered that CS977-986's actual
total was R44 620. The entry in the CRJ was as follows:

Doc

Date

Details

Analysis

Bank

CS977-986

30 June

Cash

R34 620

R34 620

Copyright reserved
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Grade 12 Prep. Exam.

QUESTION 2: MANUFACTURING

2.1 LILLY BAGS

The following

information relates to the financial

FS/September 2022

year ended

28 February 2022. The business manufactures one type of handbag.
REQUIRED:

2.1.1

2.1.2 Complete the Production Cost Statement on 28 February 2022.

Calculate the note for factory overhead cost for the financial

year end. Use the table provided in the Answer Book.

INFORMATION:
A. Stock balances:
28 Feb 2022 | 28 Feb 2021
Work in progress stock ? R 35 100
Factory consumable stores R 3 900 0

B.

C.

Extract of transactions for year ended 28 February 2022
(before adjustments in Information C)

Raw material issued to the factory for production R?
Consumable stores purchased for the factory 29 800
Production wages 525 000
Employer's contributions for workers in
production 44 900
Rent expense for the office section 12 200
Water and electricity 54 400
Salaries: Factory foreman (including benefits) 102 400
Salaries: Sales staff (including benefits) 60 300
Insurance 33 500
Sundry expenses: Factory 47 040
Sales department 10 200

Additional information and adjustments:

The following production wages was omitted from the Wages

Journal for the last week of February 2022:

[ Net wage due to employee | R11315

Total deductions for this employee amounts to 27% of his

gross wages.

The employer pays 11% of the gross wages to the Pension

Fund and 1% to the UIF.

Copyright reserved

(45 marks; 35 minutes)

(9)
(12)
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2.2

Copyright reserved

¢ Rentis shared between the factory, sales, and administration
in the ratio 6:3:2. Only the administration portion was
recorded.

e The February 2022 water and electricity account of R5 600
must still be paid. Note that 75% of this expense relates to
the factory.

¢ Insurance includes an additional premium of R5 700 paid for
the period 1 January 2022 to 30 June 2022. This expense is
allocated between the factory and sales department in the
ratio 4: 1.

D. Prime cost for the year after adjustments amounted to
R1 380 000.

E. The business produced 2 500 bags at a cost of R620 each.
STYLE MANUFACTURERS

Style Manufacturers is owned by Helen Makume. The information
relates to laptop bags and luggage bags for the year ended 31
December 2021 with comparison figures for 2020.

REQUIRED:

2.2.1 e Calculate the break-even point for laptop bags for 2021.

e Comment on whether Helen should be satisfied with the
break-even points and levels of production for the past two
years. Quote figures to support your opinions.

2.2.2 Identify ONE variable cost for each item, that would be of
concern to Helen. Quote figures. Provide ONE possible reason
for the problem, in each case.

2.2.3 Helen was concerned about the increase in the fixed cost per
unit of luggage bags. What would you say to her? Provide ONE
point and quote figures to support your answer.

2.2.4 Helen feels that she can improve the sales of luggage bags.
Provide TWO suggestions on how this can be achieved. Quote
figures.

2.25 Assume that costs and workers' efficiency will remain
unchanged in 2022. If production and sales of luggage bags
increased by 500 units, calculate how much additional profit
she can expect.

(4)

(6)

(2)

(4)

(4)
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INFORMATION ON BAGS FOR THE FINANCIAL YEAR END:

LAPTOP BAGS

LUGGAGE BAGS

Copyright reserved

2021 2020 2021 2020

UNIT COST | UNIT COST | UNIT COST | UNIT COST
R R R R

Direct Material Cost 150,00 120,00 142,00 140,00
Direct Labour Cost 102,00 98,00 160,00 102,00
Selling and Distribution Cost 52,00 50,00 35,00 35,00
VARIABLE COST PER UNIT 304,00 268,00 337,00 277,00
Factory Overhead Cost 70,00 68,00 125,00 75,00
Administration Cost 30,00 30,00 50,00 45,00
FIXED COST PER UNIT 100,00 98,00 175,00 120,00
Selling price per unit R 400,00 | R 400,00 R540,00| R 450,00
Number of units produced and 4 500 4 500 1200 2 000
sold units units units units
3 341 1035 1 388
Break-even point ? units units units
45
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QUESTION 3: INVENTORY VALUATION

3.1 HENDRE STORES

Hendre Stores is a Golfshop that sells golf equipment to the public. His
equipment consists of two products: Golf balls and Golf clubs. The financial
year ends on 30 April each year. The business uses the periodic inventory

system to record stock.
REQUIRED:

3.1.1  Refer to Information (A):

FS/September 2022

(30 marks; 25 minutes)

Golf balls are valued using the weighted average method.

Calculate the following for 30 April 2022:
e Value of the closing stock

e The stock holding period in days (using the closing stock)

The specific identification method is used to maintain the stock

e Calculate the value of the closing stock of golf clubs.

3.1.2 Refer to Information (B):
records of golf clubs.
INFORMATION:

A Stock records of Golf Balls:

Cost price Total
. (R)
(Units) E . for sale
XC|L.IdII’Ig (R)
carriage
Stock balance (1 May 2021) 2 400 55 200
Purchases during the year: 13 000 359 900
July 2021 3 500 25 87 500
October 2021 4 200 27 113 400
January 2022 5 300 30 159 000
Returns
From October 2021 (650) 27 17 550
Total stock available 14 750
Stock balance (30 April 2022) 2 960 ?

e Carriages on purchases of R8 075 in total was paid during the year.

e 11790 golfballs were sold during the year.

Copyright reserved

(6)
(4)

(7)
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B Stock records of Golf Clubs:
STRAIGHT CLUBS SHANKY CLUBS
Units pri‘;’;':R) Total (R) || units U"'Eg)"ce Total (R)
Opening stock:
1 May 2021 8 36 000 9 58 500
Purchases 80 392 000 45 315 000
November 2021 45 4 900 220 500 22 7 000 154 000
April 2022 35 4 900 171 500 23 7 000 161 000
Sales from
stock of the Units sold Sales amount Units sold Sales amount
followig dates:
May 2021 8 R57 600 9 R87 750
November 2021 45 R352 800 10 R105 000
April 2022 30 R235 200 7 R73 500

e There are no carriage on golf clubs.

3.2

LEO APPLIANCES

You are provided with information from the books for the year ended
28 February 2022. The business sells microwave ovens and frying

pans.

Leo took certain decisions at the beginning of the 2022 financial year.
Provide relevant figures or calculations for ALL the questions below.

REQUIRED:

3.2.1

Microwave ovens:

Leo Appliances changed their supplier. Do you agree with this

decision? Explain and provide figures.

3.2.2

(3)

Explain the decision that Leo took regarding the selling price of

microwave ovens and explain the effect of this decision.
Provide TWO points, with relevant figures.

3.2.3

Frying pans:

(6)

Leo significantly reduced the selling price of frying pans in the
2022 financial year.

e Explain why Leo found it necessary to do this.
e Provide TWO separate suggestions to Leo on how to
improve the profit on frying pans in 2022.

Copyright reserved
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INFORMATION:
MICROWAVE
OVENS FRYING PANS

2022 2021 2022 2021
orders received from 350 390 850 700
Gross units sold 300 325 725 700
Returns by customers 0 35 5 5
Selling price R2 610 R1 920 R1 050 R1 400
Cost price R1 450 R1 280 R750 R875
Mark-up % 80% 50% 40% 60%
Gross profit R348 000 R208 000 R253 250 R367 500
Stock turnover rate 6,0 7,2 12,0 9,0
Selling price of
competitor R1 050 R1 300

30
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QUESTION 4: BUDGETS (35 marks; 30 minutes)
4.1 FERNANDES TRADERS

The information relates to the budget period August to October 2022.
Claudio Fernandes is the owner of Fernandes Traders.

4.1.1 Complete the Debtors' Collection Schedule provided in the
Answer Book. 4)

4.1.2 Calculate the missing amounts indicated by (a)—(e) on the
Cash Budget provided. (Information I) (15)

41.3 To improve sales during the extended COVID-19 period,
Claudio decided to introduce online sales as a temporary
measure from 1 August 2022. The budget was prepared before
he made this decision. Online sales would require payments by
credit card or EFT, and free deliveries would continue.

e Refer to Information G.
Comment on how the online sales have affected the actual
cash and credit sales in August. Quote figures or
calculations. (4)

¢ Refer to Information H.
Identify TWO other costs already in the budget that were
affected by the decision to go online and explain whether
they were well controlled or not. Quote figures or
calculations. 4)

e Provide ONE point that he should consider to manage
online sales as a permanent feature. (2)

414 o Refer to Information F.
o Calculate the cost price of the new delivery vehicle. (4)

o List TWO other costs related to the vehicle that Claudio

will have to include in the budget. Figures are not
required. (2)
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INFORMATION:

A. Budgeted sales and collection from debtors:
(before the decision to introduce online sales)

TOTAL JULY AUGUST | SEPTEMBER | OCTOBER
SALES | R210 000 | R219 000 R222 000 R228 000

e 40% of the total sales are for cash.
e Credit sales are collected as follows:
o 40% in the month of sale.
o 55% in the first month following the sale
o 5% in the second month following the sale
The balance is written-off in the third month following the month
of the sale.

B. Purchases of stock and payments to creditors

e Goods are sold at a mark-up of 50% on cost.

e A fixed-based stock level is maintained by replacing stock sold
on a monthly basis.

o 70% of the total purchases are on credit.

e Creditors are paid in the month following the month of purchase
to take advantage of the 4% discount.

C. Salaries and wages are expected to increase by 7% p.a. effective
from 1 October 2022.

D. Insurance preimums paid at the end of each month will increase by
9% p.a. from 1 October 2022.

E. The business will acquire a loan from XY Bank on 1 September
2022. A fixed monthly payment and interest at 12,5% p.a. is
payable at the end of each month. Interest is not capitalized.

F. Details relating to the proposed purchase of a new delivery
vehicle:

Deliveries had been outsourced to Quick-Move Deliveries up to July
2022, but Claudio's father has offered to support his business by
buying a delivery vehicle for him from 1 August 2022. Claudio agreed
to repay his father R7 500 per month over 48 months to cover the
monthly repayments. Claudio would, however, also pay the initial
20% deposit on the vehicle. It was an interest free loan.

Copyright reserved Please turn over
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14 FS/September 2022
G. Budgeted and actual amounts for August 2022:
AUGUST 2022
BUDGETED ACTUAL

Sales R 219 000 R 295 650

Cash sales 87 600 162 000

Credit sales 131 400 133 650

Cost of sales R146 000 R197 100

Gross profit R73 000 R98 550
EXTRACT FROM THE CASH BUDGET

AUGUST
RECEIPTS BUDGETED | ACTUAL | > | EMBER | OCTOBER
Cash sales 88 800 91 200
Collection from debtors 131 850 ?
Loan: XY Bank 180 000 0
PAYMENTS
Cash purchases of stock (a) 45 600
Payments to creditors 98 112 (b)
Salaries and wages 41500 | 41500 41 500 (c)
Insurance (d) 13 952
Repayment on loan: o )
XY Bank )
Interest on loan:
XY Bank 1875 1750
Delivery cost
(Quick Move) 32850 | 53217 33 300 34 200
Telephone and internet 10500 | 18900 11 025 11 400
Advertising 17 520 | 23 652 17 760 18 240
Packing material 39420 | 47 300 39 960 41 040
35
TOTAL: 150
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GRADE 12 ACCOUNTING FINANCIAL INDICATOR FORMULA SHEET

Gross profit x 100
Sales 1

Gross profit x 100
Cost of sales 1

Net profit before tax x 100
Sales 1

Net profit after tax x 100
Sales 1

Operating expenses x 100
Sales 1

Operating profit x 100
Sales 1

Total assets: Total liabilities

Current assets: Current liabilities

(Current assets — Inventories): Current
liabilities

Non-current liabilities: Shareholders'
equity

(Trade & other receivables + Cash & cash equivalents): Current liabilities

Average trading stock x 365
Cost of sales 1

Cost of sales
Average trading stock

Average debtors x 365

Average creditors x 365
Cost of sales 1

Credit sales 1
Net income after tax x 100
Average shareholders' equity 1

Net income after tax x 100
Number of issued shares 1

(*See note below)

Net income before tax + Interest on loans

x 100

Average shareholders' equity + Average non-current liabilities 1

Shareholders' equity x 100 Dividends for the year x 100
Number of issued shares 1 Number of issued shares 1

Interim dividends x 100 Final dividends x 100
Number of issued shares 1 Number of issued shares 1

Dividends per share x 100
Earnings per share 1

Dividends for the year x 100
Net income after tax 1

Total fixed costs

Selling price per unit — Variable costs per unit

NOTE:

*

In this case, if there is a change in the number of issued shares during a financial
year, the weighted-average number of shares is used in practice.
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