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QUESTION 1

The following draft financial statements relates to Nomzamo Ltd, a privately owned entity.

Csibeets,  3Decds
o E'000 E/ 000
~ASSETS 1—
Tangibl'e'non-current asset's'(note ii) '_ 10;600_ ; _ 15 ;800_ ‘
Current assets 8,600 5,650 .
Inventories 2,550 1,850
Trade receivables 3,100 . 2,600
Insurance claims (note iii) 1,500 1,200
Cash and Bank 850 -
Total assets 18,600 . 21,450
' EQUITY AND LIABILITIES
ey T 8550 8450
‘Sharecapitl (ETeach) | 6,000 6,000
Retained earnings . . .. ) 2,550 850
Revaluation (note ii) - 1,600
Non—curreht liabiliﬁes 4,400 7,100
Lease liability (note if) 2,000 1,700
6% loan nofes 800 -
10% loan notes R 4,000
Deferred tax . 200 500
. Government grants (note i) 1,400 900
Current liabilities 5,650 5,900
Government grants (note i) 600 400
Lease liability (note i) - 900 800
Current tax payable 100 . - 1,200
Trade payables 4,050 2,950
Bank overdraft - 550
Tofal equity and Iiabilitic—:‘s_‘ | | | _18,600 7 21,450 ;

The following information is relevant:

Page 2 of 7




ACF 311/ AC 320/ IDE AC 311/ AC 411 [PART TIME] (5) JANUARY FEBRUARY 2020

1) Statement of profit or loss extract for the year ended 31 December 2019:

U o - ‘. B E'000 .

' Profit from operations B : T 0!
Finance costs ' R | (260
Interest income | _ | t@_

: 50

Nt tax credit | o | 50
Profit fo':‘ the per_iod o ) ' o , 100

Note: The finance cost includes lease interest.

i1} The details of the tangible non-current assets are:

. Cost - _ ‘ B Acqumu!ated depreciation Qarrjring amt_iu_rit ‘
| | 000 E'000 E'000 °
At 31 December 2018 20,200 4400 15,800
At 31 December 2019 16,000 5400 10,600

During the year Nomzamo sold its factory for its fair value of B 12 million. At the date of sale
it had a carrying amount of E 7.4 Million based on a previous revaluation of E 8.6 million less
depreciation of E 1.2 Million since revaluation. The profit on the sale of the factory has been
inciuded in operating profit. The surplus on the revaluation surplus related entirely to the
factory. No other disposals of non-current assets were made duping the year.

Plant acquired under leases during the year was E 1.5 million and has been included with
tangible non-current assets. Other purchases of plant during the year qualified for government
grants of E 950 000 received during the year, Release of government grants has been credited

to cost of sales.

iii)  The insurance claim related to flood damage to Nomzamo’s inventories which
occurred in December 2018. The original estimate has been revised during the year.
The claim is expected to be settled in the near future.

Required:

a) Prepare the statement of cash flows using the indirect method for Nomzamo Limited for

the year ended 31 December 2019 [ 25 Marks}
b) Comment on the cash generated from operations of Nomzamao Limited for the year ended

31 December 2019. [ 5 Marks]

Total: [30 Marks]
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QUESTION 2

The Statement of Financial positions of Shiselweni Ltd and its subsidiary, Mahlalini Limited as at
28 February 2019 are presented below:

| jI'ShiSClWI_BDi Ltd Mahlalml Ltd |

ASSETS
‘Non cwrent assets - - 210,000 95,000 :
Land and buﬂdmgs B o 80,000 o ' 7‘_5,000 ‘
Investment in I, Ltd at fair value 7 130,000 4 -
32 000 ordinary shares ( Cost price: E 117 000) - 117,000 -
8 000 8% cumulative preference shares 13,000 -
Loan- Shiselweni Ltd - - e 20,000
Current assets | | o - ' N 45,000 B 72000
Trade and other Lecewables I R 30,000 93 ,000
Inventories ... 15,000 | 19,000
Total assets . R 255,000 167,000
J.QUITY AND LIABILITIES R | R
Equity R T 185,000 154,000 .
" Share capital: - 140,000 120,000 .
+ Ordinary shares (50 000/40 000 shares) B _ 100,000 - 100,000
8% cumulative pleference shares (40 000/20 000 40,000 20,000
Retained eamings | ) 45,000 34,000
' Loan- Mahlalini Ltd 16000
Current liabilities: Trade and other _pa_yables | 54,000 13,000
Bty and Linbitiles 255,000 167,000 .

Additional information

1. Shiselweni Ltd acquired its total interest in Mahlalini Limited on 01 March 2018, on which
date the retained earnings of Mahlalini Ltd were E 20 000,
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On the date of acquisition, it was decided to revalue Mabhlalini’s land and buildings
upwards with an amount of E 20 000. The fair value of all other assets and liabilities were
fairly valued on the day of acquisition,

Mahlalini Ltd’s preference dividends are in arrears for the 2019 financial year.

With effect from 01 March 2018, Shiselweni purchased some of its inventories from
Mahlalini Limited. Mahlalini sold its inventories to Shiselweni at cost plus 3313 %. On 28
February 2019, Shiselweni had inventories to the value of E 5 000 on hand which it had
purchased from Mahlalini Ltd. '

On 2 January 2019, Shiselweni Ltd sold a non —depreciable asset with a cost price of E 10
000 to L Ltd at cost plus 25%. .
Cash to the value of E 4 000 in respect of the Jast consignment of inventories that
Shiselweni purchased from Mahlalini was still in transit on 28 February 2019. '

Required: Drafi the consolidated statement of financial position of the Shiselweni Ltd group as at
28 February 2019 in compliance with the requirements of International Financial Reporting
Standards (IFRS). Notes are not required, Properly referenced workings should be provided.

Total:

- [30 Marks]
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QUESTION 3

On 2 January 2017, Hhohho limited acquired 40% of the issued shares of Buhleni (Pty) Ltd
for E 100 000. On this date, the sharcholder’s equity of Buhleni Limited consisted of the

following:

$_hare_ capital (200000 shares)
Retained earnings

E '
200,000 -
50,000

250,000 -

Hhohho Limited exercises joint control over the financial and operating policy decisions of
Buhleni (Pty) Ltd in terms of a contractual arrangement. Ihohho limited classifies the
investment in Buhleni Limited as available for sale and recognises fair value adiustments in
other comprehensive income. The abridged consolidated financial statements of Hhohho
Limited and its subsidiaries as well as the abridged financial statements of Buhleni (Pty) Ltd

for the year ended 31 December 2019 are shown below:

STATEMENTS OF FINANCIAL POSITION AS AT 31 DECEMBER 2019

(ASSETS
 Property, plant and equipment

- Investment in Buhleni (Pty) Ltd : 80 000 shares at fair value |

{Cost E 100 000)
Inventories
Total assets

. EQUITY AND LIABILITIES
Equity
Share capital

Retained eamings
Mérkéto-.lnar};c;t reserve
Non-controlling interest

Long term loans
Deferred taxation

. MhohhoLtdgroup  Buhleni (Ply)Ltd
' E, . R
750,000 300,000 ;
750,000 200,000
1,612,000 500,000 .

1,360,200 400,000

500,000 ~ 200,000

698200 200,000

12,000 ¢ -

150,000 )
250,000 100,000

1,800 ;
1,612,000 500,000

Total equity and liabilties
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STATEMENTS OF COMPREHENSIVE INCOME FOR THE YEAR ENDED 31
DECEMBER 2019

' Hhohho Ltd group ' Buhleni (Pty) Ltd

| Ok E

Profit 800,000 . 600,000
Dividends tecewed from Buhleni (Pty) Ltd B "1-20 000 - o ' o
Profit before tax o o 920,000 ] 600,000 -
Income tax expense | | r (320,000 (240,000)
- Profit for the year S . o 600,000 360,000 :
: Other comprehensive mcome . ) | 7 o . ' ' "
Fair value adjustment on avallable for sale mvestment _ _ - _'4;0()'0 i - -
Total comprehensive income for the year ) f 604,000 | 360,000
 Profi attibutable to: S 7 6p0,0000 360,000

- Owners of the patent o o - 550,000, 360,000

Nomcontrolingimterest . 50,000 -
 Total comprehensive income attributable to: o 604,000 360,000 °
. Owners of the parent L A _ 554,000 360,000

Non-controlling interest - _ 50,000

EXTRACT FROM THE STATEMENTS OF CHANGES IN EQUITY FOR THE
YEAR ENDED 31 DECEMBER 2019

Mark-to- market!esenfe ! o Retamed eammgs )
] Hlmhho Ltd group Hhahlm Ltd group , Buhlem (I’ty) Ltd
Ba]ancc at 01 January 2019 S 5 o _ 6800 _ ) 398_,200: o 140,000_
_Total comprehensive income for thc ycar _ N ) 4, 000 o 550,000 360,000 .
Ordinary dividends paid ) . 7 ‘ - (250,000); (300,000)
Balance at 31 December 2019 . o 10,800 ; . .- 698,200 200,000

Required: Prepare the consolidated financial statements (Statement of Comprehensive
Tncome and Statement of Financial Position only) of the Hhohho Limited group assuming
that Buhleni is classified as a joint operation for the year ended 31 December 2019,

Total: [25 Marks])

QUESTION 4

With appropriate examples (at least 4 in each case), discuss what is meant by adjusting and
non- adjusting events per IAS 10 [15 Marks]
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