KEY POINTS FOR PAPER 2

Know your format for Bank Reconciliation (BRS)

TWO COLUMN METHOD
	BANK RECONCILIATION STATEMENT ON 31 JULY 2026

	
	Debit
	Credit

	Balance as per Bank Statement (Cr Balance – Favourable
                                                      (Dr Balance - Unfavourable
	
	

	Outstanding deposit
	
	x

	Outstanding EFTs         No. 247
	x
	

	                                      No. 249
	x
	

	ATM withdrawal for wages
	x
	

	Incorrect EFT
	
	x

	Balance as per bank account (Dr Balance – Favourable
                                               (Cr Balance – Unfavourable 
	
	

	
	
	


OR
ONE COLUMN METHOD
	BANK RECONCILIATION STATEMENT ON 31 JULY 2026

	
	

	Balance as per Bank Statement (Cr Balance – Favourable
                                                      (Dr Balance - Unfavourable
	

	Outstanding deposit
	x

	Outstanding EFTs        No. 247
	(x)

	                                     No. 249
	(x)

	ATM withdrawal for wages
	(x)

	Incorrect EFT
	x

	Balance as per bank account (Dr Balance – Favourable
                                               (Cr Balance – Unfavourable
	





STOCK VALUATION

The FIFO (First-In, First-Out) Method

To calculate closing stock:

· Find the closing stock quantity: Look at your stock records to see how many units are left at the end of the year (e.g., 250 units).

· Work backward from the most recent purchase: Look at your final purchase month (e.g., February). If that month’s purchase is less than your closing stock, take all those units and their specific unit cost.
 (e.g. 200 units purchased in February – Cost price R1 200)

· Move to the previous month: Take the remaining balance of units from the next most recent purchase month (e.g., January).
(e.g. 250 – 200 units in February = 50 units purchased in January – Cost price
                                                                                                                 R950)
Multiply units by their respective costs and add them up.
(e.g.  200 units × R1 200 = R240 000
           50 units × R950 =      R47 500  
Closing Stock = R287 500


The Weighted Average Method

To calculate closing stock:

The Weighted Average Method is calculated by dividing the total costs of all units available for sale by the total number of units available for sale.

You calculate one average cost per unit and multiply it to your closing stock units.

Formula for Weighted Average Price per Unit:

TOTAL COST OF OPENING STOCK + PURCHASES + CARRIAGE ON PURCHASES - RETURNS
TOTAL UNITS OF OPENING STOCK + PURCHASES – RETURNS

= WEIGHTED AVERAGE COST PER UNIT

WEIGHTED AVERAGE COST PER UNIT × CLOSING STOCK UNITS =
                                                                                      TOTAL COST OF CLOSING STOCK



Example:
· Opening Stock: 50 units @ R30 total cost = R1,500
· Purchases: 150 units total cost = R6,000 (includes carriage)
· Returns: 10 units from purchases = R400 value
· Closing Stock: 45 units left on hand|

              R1 500 + R6 000 - R400
                      50 + 150 -10            =    R37.37 × 45 units = R1 681.65 → Closing Stock


The FIFO (First-In, First-Out) Method
To calculate cost of sales:

To calculate Cost of Sales, look directly at the units sold, then you work forward from the oldest stock.

Example: You have 100 units of Opening Stock (@ R10
                 Bought a batch of 200 units  (@ R12
                 You sold 150 units in total
Calculation:
· Sell all opening stock first: 100 units × R10 = R1 000
· Sell the remaining balance from the next batch: 50 units × R12 = R600
· Total Cost of Sales: R1 600

The Weighted Average Method
To calculate cost of sales:

1. Find the total units sold: Opening Units + Purchased Units - Returned Units - Closing Units.

2. Calculate the Weighted Average Cost per unit 

3. Multiply the units sold by the weighted average cost per unit = Cost of Sales


TO CALCULATE STOLEN STOCK (IN UNITS) = 

(IN UNITS) Opening Stock +  Purchases – Purchases Returns – Closing Stock – Sales = No of units stolen


Revise Financial Indicators focussing on the following:
· Mark-Up %
· Stock holding period
· Rate of stock turnover

SHOW ALL WORKNGS


	PRODUCTION COST STATEMENT FOR THE YEAR ENDED
30 JUNE 2026

	Direct material cost 
	x
	

	Direct labour cost
	x
	

	Prime cost  = DMC + DLC                                                  
	x
	

	Factory overhead cost
	x
	

	Total cost of production                                  
	x
	

	Work-in-progress (1 July 2025)
	x
	

	
	x
	

	Work-in-progress (30 June 2026)
	(x)
	

	Cost of production of finished goods                        
	x
	

	
	
	












DEBTORS COLLECTION SCHEDULE
NSC NOV 2025 PAPER 2 QUESTION 4
Information of Vivan Traders is provided for the budget period ending 31 January 2026.
	4.1.1 
	Complete the Debtors' Collection Schedule for January 2026. 



              INFORMATION:
              A.           Sales and purchases:
	
	NOVEMBER
	DECEMBER
	JANUARY

	Total sales
	R1 925 000
	R1 995 000
	R2 030 000

	Cost of sales = 
  Total Purchases
	R1 203 125
	R1 246 875
	?


             
   
       



· Credit sales account for 75% of total sales. 

    Debtors pay according to the following trends:

         30 % in the month of the sale, subject to a 4 % discount
           50 % in the month following the month of sales
           14 % two months after the month of sales
                                     The remaining amount will be written off as irrecoverable in 
                                       the third month following sales i.e. Bad Debts
  
4.1.1     DEBTORS' COLLECTION SCHEDULE:
              
	MONTHS
	CREDIT
SALES
	DECEMBER
2025
	JANUARY
2026

	October 2025
	1 417 500
	198 450
	

	November 2025
	1 443 750
	721 875
	202 125

	December 2025
	1 496 250
	430 920
	748 125

	January 2026
	1 522 500
	
	438 480

	RECEIPTS FROM DEBTORS
	1 351 245
	1 388 730


             Jan credit sales = R2 030 000 x 75 % =
                                                                                                            ( R1 522 500 × 30 %) × 96 %
                                                  Dec credit sales = R1 496 250 × 50 %
                                                                                              Nov credit sale = R1 443 750 × 14 %

ANALYSIS OF A CASH BUDGET

· Cash budget analysis is a crucial financial management tool that helps businesses monitor and control their cash flow. Unlike a projected income statement, a cash budget focuses specifically on actual cash movements in and out of the business.

· Cash budgets exclude non-cash items like depreciation and provision for bad debts

· A critical part of cash budget analysis involves comparing what actually happened (actual figures) with what was planned (budgeted figures). This is known as a variance. This process helps identify areas where the business performed better or worse than expected.

You can be questioned on commenting on variances:

When commenting on variances, your analysis should be specific and business-focused.

For example:  Underspent on maintenance on vehicles by R22 000. 
 
                       Cash savings in the short-run may cause vehicles to break down
                       leading to greater expenses in the future. 
 

Value Added Tax (VAT)

· Practice calculating input VAT, output VAT, and net VAT payable or receivable to/from SARS










