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This report has been compiled from the analysis of examiners on candidates’ performance 
in Part II (Financial Management) of the Qualifying Examination (Part II), which was written 
in November 2012. Its objectives are to assist – 
 
 unsuccessful candidates in identifying those areas in which they lost marks and need 

to improve their knowledge and /or presentation; 
 tutors in preparing candidates for the Qualifying Examination; and 
 future candidates, by providing a commentary for them to use when working through 

past papers. 
 
To accomplish these objectives, the report provides background information on how the 
examination questions are chosen, marked and adjudicated, comments on general 
shortcomings in answers and specific comments on each question of the examination 
papers. 
 
The purpose of Part II is to test the integrated application of practical knowledge gained in 
commerce and industry. 
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STATISTICS FOR PART II  
 
Analysis of first-time and repeat candidates over the period 2005 – 2012: 
 

2012 FAIL PASS TOTAL % PASS 
First timers 30 125 155 81,0% 
Repeats 11 16 27 59.0% 

Overall 2012 41 141 182 77,5% 
 

2011 FAIL PASS TOTAL % PASS 
First timers 13 95 108 88,0% 
Repeats 12 29 41 70,7% 

Overall 2011 25 124 149 83,2% 
 

2010 FAIL PASS TOTAL % PASS 
First timers 30 109 139 78,4% 
Repeats 19 20 39 51,3% 

Overall 2010 49 129 178 72,5% 
 

2009 FAIL PASS TOTAL % PASS 
First timers 36 82 118 69,5% 
Repeats 18 14 32 43,8% 

Overall 2009 54 96 150 64,0% 
 

2008 FAIL PASS TOTAL % PASS 
First timers 32 140 172 81,4% 
Repeats 10 18 28 64,3% 

Overall 2008 42 158 200 79,0% 
 

2007 FAIL PASS TOTAL % PASS 
First timers 28 48 76 63,2% 
Repeats 41 29 70 41,4% 

Overall 2007 69 77 146 52,7% 

     

2006 FAIL PASS TOTAL % PASS 
First timers 38 39 77 50,6% 
Repeats 35 12 47 25,5% 

Overall 2006 73 51 124 41,1% 

     

2005 FAIL PASS TOTAL % PASS 
First timers 39 60 99 60,6% 
Repeats 16 8 24 33,3% 

Overall 2005 55 68 123 55,3% 
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Average marks per question: 
 
 Question 

1 
Question 

2 
Total 

 
Total marks 
Average marks 
 

 
100 
51,5 

 
100 
58,2 

 

 
200 

109,7 

 
BACKGROUND  
 
The Examinations Committee (Examco), which is a subcommittee of the Initial 
Professional Development (IPD) Committee, constantly strives to improve its ability to 
determine whether candidates demonstrate their ability to qualify as Chartered 
Accountants. This is done by means of an ongoing process of evaluation and 
improvement in the way in which Examco selects questions for inclusion in the 
examination and decides on the final mark plans. 
 
1 Source of the questions 
 
The examination questions are drawn from three sources:  
 
 Questions (the majority) are set specifically for a particular examination by the 

members of the Examco, who are all specialists in a particular subject area; 
 Questions on a particular subject may be commissioned from persons in commerce 

and industry as well as in public practice by the Project Director: Education; and 
 Questions submitted by practitioners, accountants in commerce and industry, and 

academics are added to a question pool that has been built up over the years and are 
also used in the examination papers. 

 
2 Security and confidentiality of examination papers 
 
The examination papers for each year are compiled, printed and sent to each examination 
centre under very stringent conditions of security. The only persons who know the 
contents of a particular paper are the members of the Examco. They are all selected with 
great care regarding their integrity and professional standing and are sworn to secrecy. 

 
2.1   Marking of the scripts 
 
The IPD Committee devotes a great deal of time to the review and refinement of mark 
plans to ensure that the plans are consistent with its expectations for each question. 
 
Before marking of the scripts commences, copies of the examination papers and 
suggested solutions are forwarded to all participating universities for comment. The 
markers and umpires decide on a suggested solution and mark plan after all these 
comments have been considered and a test batch of scripts has been marked. The 
suggested solutions, mark plans and test batch results are then reviewed by the IPD 
Committee, who authorises the final suggested solutions and the mark plans that are used 
in the marking process. 
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All markers and umpires have to sign a declaration of secrecy regarding the handling of 
scripts, questions, solutions and mark plans. SAICA holds the copyright of the questions, 
solutions and mark plans, and the solutions and mark plans are returned to SAICA 
together with the mark lists once the marking has been completed. 
 
Each marking team consists of at least two individuals and an umpire (comprising 
academics, practitioners and representatives from commerce and industry), who are on 
the whole fully bilingual and equally capable of marking both English and Afrikaans scripts. 
 
Each script is marked independently by two different persons who record their marks on 
separate mark sheets that they retain. Once marking has been completed both markers’ 
marks are entered on the front cover and where there is a difference of more than two 
marks, the markers confer and jointly decide on the final mark to be awarded. The final 
mark is then noted on the cover of the script. In the event of the markers being unable to 
agree on the number of marks to be awarded for a particular answer, the script is referred 
to the umpire, who then awards the final mark. 
 
In view of the above stringent marking process no request for re-marks will be 
entertained. 
 
2.2   Adjudication 
 
Adjudication is done by the IPD Committee as soon as possible after the Project Director: 
Education has received the mark list from the umpire. 
 
The members of the Committee receive lists of candidates – who are identified only by a 
ranking number based on marks obtained for the examination – together with the marks 
awarded to every candidate for every question. The members of the IPD Committee base 
their decisions of which candidates passed with honours, which candidates passed, and 
which did not pass, on the marks as set out in these lists. 
 
During the adjudication process, the IPD Committee considers all relevant evidence, 
including the following: 
 
 The level of difficulty for each question; 
 Comments from universities, markers and umpires with regard to any marking 

difficulties which were encountered or candidate time constraints which were noticed; 
 Possible ambiguity in the wording or translation; and 
 Any other problems that may have been encountered relating to the examination. 
 
It is important to note that candidates’ anonymity is preserved until the final adjudication 
has been completed. 
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GENERAL COMMENTS ON RESPONSES  
 
1 Objective 
 
In view of the primary objective of Part II, namely to test the integrated application of 
practical knowledge, candidates are tested on their ability to – 
 
 apply the knowledge specified in the subject areas set out in the prescribed syllabus; 
 identify, define and rank problems and issues; 
 analyse information; 
 address problems in an integrative manner; 
 exercise professional judgement; 
 evaluate alternatives and propose practical solutions that respond to the users’ 

needs; and 
 communicate clearly and effectively. 
 
2 Comments 
 
From a review of candidates’ answers to the two examination questions for the November 
2012 examination, the following basic deficiencies were identified. These problems 
affected the overall performance of candidates, and it is a matter of concern that 
candidates annually make the same mistakes. Although these aspects seem like common 
sense, candidates who pay attention to them are likely to obtain better marks, and it may 
even turn a low mark into a pass. 

 
2.1  Layout and presentation 
 
Candidates’ layout and presentation has improved since prior years. 
 
Candidates should allocate time to planning, layout and presentation of their answers 
before committing thought to paper, as the presentation marks account for 5–10% of the 
total available marks. Very often, candidates start to write without planning their answers 
properly, which invariably leads to, for example, parts of the same question being 
answered in several places or a restatement of facts in different parts. Candidates should 
be reminded that repeating information given in the question does not earn any marks. 
Marks are awarded for appropriate presentation and candidates should answer questions 
in the required format, such as a letter, memorandum or report.  
 
2.2  Irrelevancy 
 
Marks are awarded for quality, not quantity. Verbosity is no substitute for clear, concise, 
logical thinking and good presentation. Candidates should bear in mind that a display of 
irrelevant knowledge, however sound, will gain no marks. 
 
2.3  Workings 
 
It is essential that candidates show their workings and supply detailed computations to 
support the figures in their answers. Marks are reserved for methodology, but can only be 
awarded for what is shown.  
 
3  General comments by the umpires 
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The examination consisted of two separate questions with each question allowing an 
additional 30 minutes reading time over and above 2½ hours of writing time. This should 
have allowed candidates to read and absorb the facts of the question before committing 
their answers to paper. In addition, it should have prevented candidates from overrunning 
on time allowed for each subsection of a question. 
 
The standard of the exam was in line with previous years. It is clear from the analysis of 
the results that candidates found question 2 to be easier than question 1. However, the 
standard of question 1 was found to be appropriate and in line with that of prior years. 
 
Detailed analyses per question are provided later in this report. But in general it is clear 
that candidates struggled with sections that required application of knowledge and/or 
original thought.  
 
The paper covered a broad range of issues and was a fair test of candidates’ ability to 
apply knowledge to specific scenarios. However, it was clear that most candidates are still 
not comfortable with ‘case study’ type questions.  
 
4 University comments 
 
SAICA received commentary from the universities. The majority of commentators 
complimented the exam setters for well-balanced papers. A major criticism of the exam 
was that pertaining to inventory in question 2 was a ‘trick’ question. No time issues were 
highlighted. 
 
The mark team reviewed the detailed university comments and amended the mark plan(s) 
where appropriate. 
 
In conclusion, a message to those who were unfortunately not successful in the 
examination:  
 
Please start preparing for next years’ examination in good time. 
 
Don’t give up – sufficient preparation and a review of the basics will stand you in good 

stead for next year’s exam. 

 
Best of luck! 
 
Helen Bimbassis 
Project Director: Education 
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Question 1 
 
Number of scripts marked: 182 
 

Maximum mark 
 

100 

Average 
mark 

 
49,4 

Marks > 50% 
 

56% 

Highest mark 
 

79 

Lowest mark 
 

29 

Marks < 50% 
 

44% 
 
Level of difficulty: Difficult 

 
Foodage Ltd is a restaurant franchisor catering to the lower income market by offering 
affordable healthy food. The group diversified by opening its own Indian restaurant chain 
and wine bars and expanding offshore. Foodage also supplies sauces and other 
condiments to group restaurants and retail chains.  

 
Topics examined Marks 
Financial analysis 30 
Strategy and risk 16 
Share incentive scheme 6 
Share buybacks 16 
Sustainability and environmental impact 12 
Corporate governance 15 
Communication skills 5 
 100 
  

 
Question 1 was the more difficult of the two questions in the exam. Candidates generally 
struggled with part (c) which required an analysis and discussion of the effectiveness of 
Foodage’s share buyback programme. Only one candidate out of 182 passed part (c), 
which is alarming. This section did require higher level application and it is possible that 
candidates had never encountered this topic before in their academic or practical training. 
However, share buybacks are included in the syllabus at knowledge level 3. 
 
Part (d) required candidates to identify ways in which the company could reduce its 
environmental impact. Despite the fact that this is a highly topical subject, candidates did 
not perform as well as we would have expected.  
 
Specific comments made by the examiners 
 
Part (a) 
 
For this part candidates were required to analyse the financial performance of Foodage’s 
divisions and comment on the success of various strategies employed. We note that the 
calculation of financial ratios by candidates has improved significantly over the past five 
years. However, the interpretation and discussion of ratios still need to be improved. 
Simply restating the results of ratio analysis into words does not attract marks.     
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Part (b) 
 
Candidates were required to calculate the after tax proceeds received by executives from 
the share option scheme. Although it would seem as if this section was not challenging as 
almost all candidates obtained good marks, most candidates nevertheless either ignored 
the normal tax consequences of the share option exercise or used an incorrect tax rate. 
 
Part (c) 
 
In this part candidates had to analyse the success of the share buyback programme of 
Foodage. This section seemed to flummox all candidates. They performed very poorly and 
we can only surmise that candidates had never considered share buybacks from the 
perspective of how effective it was, prior to the exam. 
 
Part (d) 
 
This part was unusual and interesting – it required candidates to think of and describe 
ways in which the company could reduce its environmental impact. This part also offered a 
good opportunity for assessing candidates’ general knowledge and their ability to make 
sensible suggestions – knowledge and competencies which could reasonably be expected 
from a CA(SA). The low average score for this section hints at the problem experienced in 
this regard; the actual answers proved to be more telling: candidates frequently made 
impractical suggestions, and failed to consider the exact circumstances of the group and 
its various food-related operations.  
 
Examples of impractical suggestions include the creation of compost heaps next to 
restaurants and to add herbs to food instead of spices.  
 
Part (e) 
 
Candidates were required to discuss Foodage’s corporate governance practices in the 
light of the stated non-compliance with aspects of King III. In their answers candidates 
frequently restated the non-compliance matters that had been provided in the scenario 
and  failed to add much additional insight. 
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Question 2 
 
Number of scripts marked: 182 
 

Maximum mark 
 

100 

Average 
mark 

 
58,2 

Marks > 50% 
 

82,4% 

Highest mark 
 

86 

Lowest mark 
 

33 

Marks < 50% 
 

17,6% 
 
Level of difficulty: Fair 

 
Zimrod (Pty) Ltd is a supplier of corporate clothing and gifts. The company is considering 
securing the exclusive rights to distribute branded apparel and setting up a new division 
for this purpose. Zimrod is also in need of a capital injection and is in discussions with a 
potential investor. 

 
Topics examined Marks 
Working capital analysis 7 
Capital budgeting 20 
Strategy and risk 36 
WACC 10 
Valuations and earnings impact 22 
Communication skills 5 

 100 
  

 
An average mark of 58% and a pass percentage of 82% indicate that most candidates 
excelled in question 2. Part (a) should have been worth more marks than 7, as the 19 
available marks in the mark plan versus a maximum of 7 shows that the allocation may 
have been too generous. This was an oversight in the question construction and not the 
marking process. 
 
It is pleasing to note that the general knowledge and application on cost of capital have 
improved in recent years. The strategy and risk management section (part (d)) was 
generally challenging to candidates. However, their performance in 2012 is commendable.  
 
Specific comments made by the examiners 
 
Part (a) 
 
Candidates were asked to calculate various working capital ratios and comment on them. 
Ratio calculation was well done, but the interpretation lacked depth. Candidates are 
reminded that simply restating the calculated ratios into words does not attract any marks. 
Very few candidates calculated the net movement in overall working capital. 
 
It was disappointing to note some obvious calculation errors, which should have set off 
alarm bells, such as inventory of 4 000 days. 
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Part (b) 
 
Part (b) required candidates to redraft the capital budget, as the version given in the 
question contained numerous errors and omissions. Candidates seem to be more adept at 
redoing a capital budget than reviewing one presented to them. 
 
Most candidates did not detect the mismatch between cost of sales and inventories, or the 
‘inventory catch’. 
 
Part (c) 
 
In this part candidates were required to debate the hurdle rate used by Zimrod to evaluate 
new projects. It was generally well answered and it is pleasing to note the improvement in 
knowledge of the topic. It was, however, disappointing that many candidates recalculated 
the cost of capital when this had not been required. 
 
Part (d) 
 
Candidates were asked to discuss the proposed licensing and distribution agreement from 
the perspective of strategy and risk. The strategic considerations were adequately 
discussed, but there was insufficient focus on the financial risks inherent in the new 
venture. 
 
Part (e) 
 
Part (e) was an open-ended question, requiring a report to the Board of Directors of 
Zimrod recommending whether the company should pursue the new business opportunity 
with Jaxx. This section was generally not handled well. Most candidates omitted to prepare 
their answers in executive summary format, missing an easy layout mark. Also, an 
executive summary implies synthesising strategy and risks considered earlier in the 
question into crisp conclusions. 
 
Part (f) 
 
Part (f) required candidates to evaluate an unsolicited approach by a private equity fund to 
invest in the company. Most answers lacked depth. Generic issues were covered but 
without application to the specific scenario. 
 
Part (g) 
 
Candidates were asked to calculate the impact on EPS of the proposed capital raising. 
This section was generally poorly answered. It is disturbing to note that most candidates 
failed to correctly calculate the amount of capital to be raised by Zimrod by issuing new 
shares. In fact, most candidates used 100 000 shares in the EPS calculation, which was 
the number of shares in issue prior to the proposed capital raising!  
 
#421153 
 


