	Required (a)
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Consolidated Statement of Changes in Equity for MyHyper Group for the year ended 30 September 2021

	 
	 
	Share Capital
	M 
	Retained Earnings
	M
	Share -based payment reserve
	M
	 Total
	
M

	Opening balance
	 
	       1 000 000 
	 
	            21 800 000 
	1
	          100 000 
	1P
	22 900  000
	

	 
	 
	 
	 
	Transferring correct opening balance for RE and Share Capital
	 
	Transferring opening balance from calculations
	 
	 
	

	 
	 
	 
	 
	 
	 
	 
	 
	 
	

	Profit or loss for the year
	 
	0
	 
	            16 904 807 
	 
	          271 667 
	 
	17 176 474 
	

	 
	 
	 
	 
	 
	 
	Awarded in calcs
	 
	 
	

	 
	 
	 
	 
	 
	 
	 
	 
	 
	

	Closing balance
	 
	       1 000 000 
	 1P
	            38 704 807 
	 
	          371 667 
	 
	40 076 474 
		
1P

	
	
	
	
	
	
	
	
	
	

	Presentation
	1
	
	
	
	
	
	
	
	

	Layout
	1
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	SCE
	4
	
	
	
	
	
	
	
	

	Profit after tax (W1)
	7
	
	
	
	
	
	
	
	

	Share Scheme (W2)
	15
	
	
	
	
	
	
	
	

	Provision (W3)
	10
	
	
	
	
	
	
	
	

	NCAHFS (W4)
	15
	
	
	
	
	
	
	
	

	Total
	51
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Maximum
	45
	
	
	
	
	
	
	
	




	(W1): Profit after tax
	
	
	

	
	
	
	

	Profit after tax
	  19 000 000,00 
	M
	

	Share based payment expense
	-            271 667 
	
	

	Tax effect on share-based payment
	                        -   
	1P
	No tax consequence

	Onerous contract provision
	-              50 977 
	
	

	Tax effect on onerous contract provision
	               14 274 
	1C
	Multiply by 28%

	Actual cost incurred on Avos
	-            180 000 
	
	

	Tax effect on the cost incurred
	               50 400 
	1C
	Multiply by 28%

	Actual income received on the sale of Avos
	             144 000 
	
	

	Tax effect on the income received
	-              40 320 
	1C
	Multiply by 28%

	Vehicles
	-              45 698 
	
	

	Tax effect on vehicles
	               12 795 
	1C
	Multiply by 28%

	Inventory write-down
	-        2 400 000 
	1C
	

	Tax effect on write-down
	             672 000 
	1C
	Multiply by 28%

	Profit after tax
	        16 904 807 
	
	

	
	
	
	

	
	
	7
	



	(W2): Share Scheme
	
	
	
	
	

	
	
	
	
	
	

	Opening Balance workings

	 
	 
	 
	Marks
	 
	 

	Number of M.Directors
	3
	 
	1
	 
	Excluding 1 Managing Director expected to leave

	 
	 
	 
	 
	 
	 

	Fair value at 1 October 2019
	200
	 
	1
	 
	Selecting grant date fair value 

	 
	 
	 
	 
	 
	 

	Number of options per M.Director
	500
	 
	1
	 
	 

	 
	 
	 
	 
	 
	Correct vesting period

	 
	 
	 
	 
	 
	 

	Total
	   100 000 
	 
	 
	 
	 

	500 * 3 * 200 * 1/3
	 
	 
	1
	 
	Correct vesting period

	 
	 
	 
	 
	 
	 

	Current year expense - Tranche 1

	Number of M.Directors
	4
	 
	1
	 
	 

	 
	 
	 
	 
	 
	 

	Fair value at 1 October 2019
	200
	 
	1
	P
	Using original grant date value

	 
	 
	 
	 
	 
	 

	Number of options per M.Director
	500
	 
	1
	 
	Number of options

	 
	 
	 
	 
	 
	 

	Total
	 
	 
	 
	 
	 

	500 * 4 * 200 * 2/3
	   266 667 
	 
	1
	P
	Using original grant date fair value

	Expense
	   166 667 
	 
	1
	C
	Deducting Opening balance from cumulative total

	 
	 
	 
	 
	 
	 

	Current year expense - Tranche 2

	Number of M.Directors
	2
	 
	1
	 
	Including both M.Directors

	 
	 
	 
	 
	 
	 

	Fair Value  at 1 October 2020
	210
	 
	1
	 
	Selecting grant date fair value 

	 
	 
	 
	 
	 
	 

	Number of options per M.Director
	750
	 
	1
	 
	Number of options

	 
	 
	 
	 
	 
	 

	Total
	   105 000 
	 
	 
	 
	 

	750 * 2 * 210 * 1/3
	 
	 
	1
	 
	Correct vesting period

	 
	 
	 
	 
	 
	 

	Transfer to Share Based Payment Reserve 
	   271 667 
	 
	1
	P
	 

	Transferred to Profit before tax calculation
	- 271 667 
	 
	1
	P
	 

	Total Available
	 
	 
	15
	 
	 



	(W3): Provisions
	
	
	
	

	
	
	
	
	

	PV of fulfilling the contract - Onerous

	 
	 
	 
	M
	 

	FV
	0
	 
	 
	 

	PMT (15 000 - 12 000)
	3000
	 
	1
	 

	N
	30
	 
	1
	 

	i
	7,36%
	 
	2
	 

	(5.3% (1)/0.72 (1))
	 
	 
	 
	 

	P/Yr
	12
	 
	 
	 

	PV
	-R81 975
	 
	1
	P

	 
	 
	 
	 
	 

	Expense recognised on 1 October 2020
	R81 975
	 
	 
	 

	 
	 
	 
	 
	 

	Finance costs 12 months
	               5 002 
	 
	1
	P

	(1 Input 12 Amort)
	 
	 
	 
	 

	 
	 
	 
	 
	 

	Provision reversed for 12 months
	-           36 000 
	 
	1
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	Transfer to profit and loss
	             50 977 
	 
	1
	P

	 
	 
	 
	 
	 

	Total
	 
	 
	8
	 

	
	
	
	
	

	Alternative:
	
	
	
	

	FV
	0
	 
	 
	 

	PMT (15 000 - 12 000)
	3000
	 
	2
	 

	N
	18
	 
	2
	 

	i
	7,36%
	 
	2
	 

	(5.3% (1)/0.72 (1))
	 
	 
	 
	 

	P/Yr
	12
	 
	 
	 

	PV
	-R50 978
	 
	1
	P

	 
	 
	 
	 
	 

	Net expense in profit or loss
	R50 978
	 
	1
	P

	
	
	
	
	

	Actual cost incurred on the monthly purchase of avos:
	
	

	15 000*12
	180000
	 
	1
	 

	
	
	
	
	

	Actual income received on the sale of avos to Badal Traders:
	

	12 000*12
	144000
	 
	1
	 



	(W4): Non-current Assets Held for Sale

	Ford Ranger
	 
	Marks
	 

	Carrying amount at 1 October 2020
	 
	
	 

	(295 000 * 5/9)
	       163 889 
	1
	 

	Correctly deducting admin costs
	 
	1
	 

	 
	 
	 
	 

	Depreciation for current year
	 
	 
	 

	 295 000/9 * 7/12 
	          19 120 
	1
	C

	 
	 
	 
	 

	Carrying amount at 1 May 2021
	       144 769 
	1
	C

	(163 889 - 19 120)
	 
	 
	 

	 
	 
	 
	 

	Fair Value 
	       120 000 
	 
	 

	 
	 
	 
	 

	Impairment 
	-        24 769 
	1
	C

	(144 769 - 120 000)
	 
	 
	 

	 
	 
	 
	 

	Reversal of impairment
	          24 769 
	2
	 

	Reversing impairment  (1)
	 
	 
	 

	Limiting reversal to amount of previous impairment loss recognised (1)
	 
	 
	 



	
	

	
	
	
	

	NP200
	 
	Marks
	 

	Carrying amount at 1 October 2020
	 
	 
	 

	(230 000 * 5/9)
	                127 778 
	1
	 

	Correctly including delivery and branding costs
	 
	1
	 

	Student may also use 4/9 to calculate Accumulated Depreciation and then deduct cost
	 
	 
	 

	 
	 
	 
	 

	 
	 
	 
	 

	Depreciation for current year
	 
	 
	 

	230 000 /9 * 7/12
	                  14 907 
	1
	 

	 
	 
	 
	 

	Carrying amount at 1 May 2021
	                112 870 
	1
	C

	(127 778 - 14 907)
	 
	 
	 

	 
	 
	 
	 

	Fair Value 
	                  90 000 
	 
	 

	 
	 
	 
	 

	Impairment 
	-                22 870 
	1
	C

	(112 870 - 90 000)
	 
	 
	 

	 
	 
	 
	 

	Profit on disposal
	 
	 
	 

	Sale amount
	 
	 
	 

	110 000 * 92%
	                101 200 
	1
	 

	 
	 
	 
	 

	Profit
	                  11 200 
	1
	C

	(101 200 - 90 000)
	 
	 
	 

	 
	 
	 
	 

	Transfer to Profit before tax
	-                45 698 
	1
	C

	 
	 
	 
	 

	Total
	 
	15
	 














	Required (b)
	Marks

	The CFO should take the following considerations into account:
	 

	1
	IAS 2:38 states: The amount of inventories recognised as an expense during the period, which is often referred to as cost of sales, consists of those costs previously included in the measurement of inventory that has now been sold and unallocated production overheads and abnormal amounts of production costs of inventories. The circumstances of the entity may also warrant the inclusion of other amounts, such as distribution costs.
	1

	2
	IAS 2:38 makes explicit reference to abnormal amounts of production costs, costs included in the measurement of inventory that has now been sold and unallocated production overheads, but not inventory write-offs.
	1

	3
	The reference to costs included in the measurement of inventory explicitly states that has now been sold. These inventories were not sold, but were damaged in the unrest.
	1

	4
	The fact that IAS 2:38 states that the circumstances of the entity may warrant the inclusion of other amounts does mean that there may be circumstances when the write-off should be included in cost of sales.
	1

	5
	An alternative argument is that the inventory should be recognised at the lower of its cost or net realisable value (NRV). In this case the NRV would be NIL as the goods were damaged; therefore, the entity will do an NRV write-down from cost which is usually considered in the cost of sales line item.
	1

	6
	In addition, it can also be argued that presenting the write-off under cost of sales will promote faithful representation in the financial statements as it relates to inventory that was acquired in pursuit of being sold in the future (1). It may also be more relevant to present the write-off under cost of sales as it relates to inventory that was purchased in the pursuit of MyHyper’s main business of selling goods (1).

OR

It could be argued that presenting the write-off under other expenses will promote faithful representation of the write-off expense as it represents a separate event from the actual sales of MyHyper (1). It may also be more relevant for the cost to form part of other expenses as it does not relate to the cost of “sales” and are abnormal as these goods were damaged and it provides more relevant information on controllable costs to determine bonuses of the sales team (1).

	     1

     1



1



1

	7
	However, the write-off of inventories is essentially not a "cost of making a sale". As such it can be argued that it should not form part of cost of sales.
	1

	8
	Some argue, however, that write-offs and damage/theft of inventory is a part and parcel of costs of making a sale, and therefore should form part of cost of sales.
	1

	9
	Principles of performance management indicate that performance should be based on factors which are within the control of employees. For the sales team being evaluated on gross profit, they may argue that the write-off caused by the protest action was caused by circumstances outside of their control and it would be unfair to include the write-off in costs of sales and therefore discount their performance (based on gross profit) on that basis.
	2

	10
	Other considerations
	1

	 
	Available
	10

	
	Maximum
	5



