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Inbox     Junior.Disruptor@millennialhg.co.za 

   
Mail 

Calendar 

 
Contacts 

 
Tasks 

   INBOX 

Doc From Subject Attachment Received 

1 Travis Jagger Leasing ‒ 21/11/2018 

2 Travis Jagger Leasing (again!) Attachment: Workings of Travis Jagger: Fair 
value estimate of Sandton hotel property 21/11/2018 

3 Brian Stewart Requests related to internal 
audit secondment 

Attachment: Workpaper DIR-01 
21/11/2018 

4 Travis Jagger 6CVCF loan restructuring Attachment: Presentation slides to complete 21/11/2018 

5 Tshepo Umculi Class B shares ‒ 21/11/2018 

6 Sarah Naidoo Guest for life programme ‒ 21/11/2018 

7 Eileen 
Barkingmad 

Mentoring  ‒ 21/11/2018 

 
 

Millennial Hotel Group (Pty) Ltd is a fictitious company, and all events as well as the names of all persons associated with this company, as mentioned in this 
Assessment of Professional Competence, are purely fictitious in nature and any resemblance to real persons, living or dead, or to an actual business entity, is purely 
coincidental. 
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DOCUMENT 1 
 

EMAIL FROM TRAVIS JAGGER TO JUNIOR DISRUPTOR 
 
From: Travis Jagger 
Sent: Wednesday 21 November 2018, 5:49 AM 
To: Junior Disruptor 
CC: 
Subject: Leasing 

 
Good morning 
 

Need to get an early start this morning … there’s a lot to do! We have a Board meeting coming 
up and everyone is waiting for some documents from me in preparation for the meeting. 
 

You might recall my email to you on 9 November about the looming IFRS 16 adoption. The Board 
is really struggling to understand why our operating leases for the properties must now all of a 
sudden be capitalised, and have expressed their uncertainty about the impact it would have. I 
think this could be best illustrated using an example with numbers and conditions similar to our 
actual existing lease agreements. 
 

I would like you to use the following illustrative lease terms and conditions, which are typical to 
our business:  

 A three-year lease with the option to renew for two years (the maximum term is usually ten 
years, but that will make your table too cumbersome).  

 Assume annual lease payments for the sake of simplicity.The first lease payment at the end 
of year 1 is R1,1 million, which escalates by 8% every year.  

 You can work on an initial property value of R13,5 million and the property will be worth 
R12,5 million at the end of the lease (not sure if you would need this information). 

 
Kindly draft a memo on my behalf, for circulation to the Board members, which includes the 
following: 

 A table with numbers based on the example above, covering the full lease term, showing 
the impact on (a) total assets excluding cash, (b) total liabilities and (c) profit for the year, of 
(1) the old treatment under IAS 17 and (2) the new treatment under IFRS 16. 

 Brief notes to explain what you did in this table. 

 A conclusion on the impact of IFRS 16 for MHG. 
 
 

Please don’t include the tax implications in your memo for now; the Board will have enough to 
cope with! One step at a time… 
 

Regards 
Travis 
 
CFO: Millennial Hotel Group 
 
NOTICE: Please note that this email and the contents thereof are subject to the standard Millennial Hotel Group email disclaimer. See 
http://www.millennialhg.co.za/disclaimer/email.htm for more details. 
 

  

http://www.millennialhg.co.za/disclaimer/email.htm
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DOCUMENT 2 

EMAIL FROM TRAVIS JAGGER TO JUNIOR DISRUPTOR 
 
From: Travis Jagger 
Sent: Wednesday 21 November 2018, 7:02 AM 
To: Junior Disruptor 
CC: 
Subject: Leasing (again!) 

 
Hi again 
 
You know what might persuade the Board that IFRS 16 can be good for us? Answer: if we use it 
to our advantage! 
 
As you know, the right-of-use asset on leases can be carried in the financial statements in 
accordance with the revaluation model. I’ve been playing with this idea to give our balance sheet 
a bit of a makeover. It’s a pity we will have to wait until FY2020, but I want to give the users of our 
financial statements a bit of a taste of what is to come, by disclosing an estimate of what the 
increased NAV per IFRS 16 will bring about – all in the spirit of the disclosures of IAS 8 paras 30–
31. I’ve calculated my best estimate of the fair value of the Sandton hotel – see attachment. 
 
Would you mind reviewing my spreadsheet and noting any concerns you have? Thanks, you’re a 
star! 
 
Can’t wait for the additional financing we will raise with an improved balance sheet! 
 
Regards 
Travis 
 
CFO: Millennial Hotel Group 
 
PS: Time is limited, so please assume that the attached spreadsheet is mathematically 
accurate, i.e. you don’t need to check formulas and casting, etc. 
 
NOTICE: Please note that this email and the contents thereof are subject to the standard Millennial Hotel Group email disclaimer. See 
http://www.millennialhg.co.za/disclaimer/email.htm for more details. 

http://www.millennialhg.co.za/disclaimer/email.htm
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ATTACHMENT TO EMAIL 
 

Workings of Travis Jagger: Fair value estimate of Sandton hotel property 
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DOCUMENT 3 
 

EMAIL FROM BRIAN STEWART TO JUNIOR DISRUPTOR 
 
From: Brian Stewart 
Sent: Wednesday 21 November 2018, 8:05 AM 
To: Junior Disruptor 
CC:   
Subject: Requests related to internal audit secondment 

 
Dear Junior Disruptor 
 
I must admit that I am burning the midnight oil trying to get through all my work – and hence I will 
greatly appreciate your assistance with the following urgent matters: 
 
1 Please review the attached audit workpaper DIR-01 – prepared by Jane Wyman, a junior 

member of my team – and provide her with coaching/review notes regarding the adequacy 
and appropriateness of the audit work she has performed. While she is in her final year of 
BCom (Accounting) studies (part time), it is clear that Jane needs a lot of development and 
hence detailed feedback is required. Please do not formulate a list of audit procedures for 
Jane – while I want her to clearly understand your concerns and to learn the specific areas 
that require further audit work, I want her to formulate the audit procedures. Otherwise, how 
will she ever develop as an auditor? 
 

2 From my superficial review of Jane’s work, I am also concerned that she has interpreted 
the scope of her assignment too narrowly. Her audit work seems to be confined to detecting 
material misstatements in the loan balance of Tshepo Umculi, while ignoring possible 
material misstatements that may exist in other areas of the 2018 annual financial statements 
(AFS) as a result of the loan transactions. Please also deal with these potential 
misstatements in your coaching/review notes. 

 
3 I attended a meeting with Tshepo early this morning where he reported that he had received 

an anonymous email late last night alleging that some of the staff in our hotels were – 

 allowing guests who have not made a reservation (i.e. walk-ins) to use otherwise 
empty hotel rooms, asking them to pay in cash, and then pocketing all or part of the 
amount due; and 

 allocating an excessive number of complementary room nights to travel agents and 
other third parties in exchange for kick-backs. 

 
Tshepo has instructed the internal audit unit to undertake an initial investigation into these 
allegations as our utmost priority to determine whether there is reason to regard these as credible. 
Should the evidence gathered point to the likelihood of such irregularities taking place, we will 
appoint a forensic auditor to take the matter further. Can you therefore formulate the procedures 
that my audit team members should carry out to ascertain whether there is substance to the 
whistleblower’s allegations? Please email these to me by 17:00 for my review. To facilitate easy 
execution, I need you to keep these procedures clear, specific and understandable. 
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I look forward to your submissions relating to the above. My motto: When the going gets tough, 
the tough gets going! 
 
Kind regards 
Brian Stewart BCom (Hospitality Management) PGD in Risk Management 
 
Chief Audit Executive: Millennial Hotel Group 
 

NOTICE: Please note that this email and the contents thereof are subject to the standard Millennial Hotel Group email disclaimer. See 
http://www.millennialhg.co.za/disclaimer/email.htm for more details. 

  

http://www.millennialhg.co.za/disclaimer/email.htm
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ATTACHMENT TO EMAIL 
 

Millennial Hotel Group  Financial Year: 2017/2018 

DIR-01 
Prepared by: Jane Wyman Date: 15/11/2018 

Reviewed by:  Date:  

Subject: Loan: Tshepo Umculi  

 
Objective  
 
To detect material misstatements in the 2018 AFS resulting from the transactions on Tshepo 
Umculi’s loan account, and from the loan balance at 30 September 2018. 
 
Audit procedures 
 
1. Obtain a printout of the general ledger account for ‘Loan: T. Umculi’ for FY2018. 
2. Reperform the clerical accuracy of the calculations to determine the accuracy of the closing 

balance. 
3. For all entries in the general ledger account, inspect supporting documentation to verify that 

the entry is recorded at the correct amount, at the correct date, and is appropriately 
described (in the ‘Description’ column). 

4. Request Tshepo Umculi to sign a written confirmation letter confirming that he is in 
agreement with the loan balance at 30 September 2018. 

 
Findings (for each of the above audit procedures) 
 
1. Done – see general ledger account on the next page. (Note: Credit entries are denoted by 

negative amounts in the ‘Amount’ column.) 
 
2. Done – no exceptions found. 
 
3. Done – refer to the right-most (shaded) column in the the general ledger account for the 

identification of the specific documents and records inspected. All amounts, dates and 
descriptions reflected in the general ledger account correspond to the amounts on the 
supporting documentation. The following is specifically noted: 
o Note A: The amount recorded in the loan account is exclusive of VAT. 
o Note B: The amount debited is the carrying amount of the furniture and fittings 

transferred from the company’s hotels to Tshepo’s holiday home. 
o Note C: The amount recorded represents the total charges on Tshepo’s company 

credit card, including VAT and tips, for the period 1/10/2017 to 30/9/2018. 
 

4. Done – Tshepo agrees with the NIL balance on his loan account as at 30 September 2018, 
and his written submission has been filed. 

 
Conclusion 
 
No misstatements were detected. As a result it can be concluded that there are no material 
misstatements in the 2018 AFS resulting from the transactions on Tshepo Umculi’s loan account, 
and from the loan balance at 30 September 2018.  
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Printout of general ledger account 723: ‘Loan: T Umculi’ 
 

Date Account Reference Description Amount Document(s) 
Inspected 

1/10/2017   Opening 
balance 

 0.00  

25/10/2017 Salaries and 
wages 

Payroll Mrs Umculi’s 
salary 

 -25 000.00 Monthly payroll 
report 

10/11/2017 Accounts 
payable  

Purchases 
journal 

Purchase of 
BMW 530i 
vehicle for 
Tshepo 
Umculi’s 
personal use 

 875 000.00 Supplier’s 
invoice 
(note A) 

11/11/2017 Bank Cash book Deposit  -275 000.00 
 

EFT log 

25/11/2017 Salaries and 
wages 

Payroll Mrs Umculi’s 
salary 

 -50 000.00
  

Monthly payroll 
report 

28/12/2017 Revenue General 
journal 

The value of 
hotel 
accommodation 
used by the 
Umculi family 

 -125 000.00 Memo from 
Tshepo Umculi 
instructing 
transfer 

25/1/2018 Salaries and 
wages 

Payroll Mrs Umculi’s 
salary 

 -25 000.00 Monthly payroll 
report 

25/2/2018 Salaries and 
wages 

Payroll Mrs Umculi’s 
salary 

 -25 000.00 Monthly payroll 
report 

25/3/2018 Salaries and 
wages 

Payroll Mrs Umculi’s 
salary 

 -25 000.00 Monthly payroll 
report 

25/4/2018 Salaries and 
wages 

Payroll Mrs Umculi’s 
salary 

 -25 000.00 Monthly payroll 
report 

25/5/2018 Salaries and 
wages 

Payroll Mrs Umculi’s 
salary 

 -50 000.00 Monthly payroll 
report 

25/7/2018 Salaries and 
wages 

Payroll Mrs Umculi’s 
salary 

 -25 000.00 Monthly payroll 
report 

25/8/2018 Salaries and 
wages 

Payroll Mrs Umculi’s 
salary 

 -25 000.00 Monthly payroll 
report 

25/9/2018 Salaries and 
wages 

Payroll Mrs Umculi’s 
salary 

 -25 000.00 Monthly payroll 
report 

15/9/2018 Furniture and 
fittings 

General 
journal 

Furniture for 
Tshepo 
Umculi’s 
holiday home 

 127 875.00 Fixed asset 
register 
(note B) 

30/9/2018 Entertainment General 
journal 

Expenditures 
incurred on 
behalf of 
company 

 –175 895.00 Credit card 
statements 
(note C) 

30/9/2018 Bank Cash book Deposit  –126 980.00 EFT log 

30/9/2018   Closing 
balance 

 0.00  
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DOCUMENT 4 

EMAIL FROM TRAVIS JAGGER TO JUNIOR DISRUPTOR 
 
From: Travis Jagger 
Sent: Wednesday 21 November 2018, 8:11 AM 
To: Junior Disruptor 
CC: 
Subject: 6CVCF loan restructuring 

 
Hi there 
 
I know that you are having a busy day, but I need your assistance please. 
 
As mentioned to you a while ago, 6CVCF wants to get their hands on Class B shares. They have 
now submitted a proposal to restructure their loan so that 50% of the current loan is convertible 
at their discretion into 3 000 Class B shares in three years’ time. If not converted, the previous 
repayment terms apply. In return, they will now lend a further R10 million to MHG immediately. It 
will cost MHG approximately R80 000 in attorney’s fees to get the legal paperwork for such a 
restructuring. 
 
I would like you to draft a presentation to be made to the Board at our next meeting, indicating 
the likely impacts this will have on MHG and its shareholders. I’ve started working on presentation 
slides in the typical MHG style (see attached) that you must populate further. Please stick to the 
six attached slides as we have a lot to cover at that meeting. Also, include speaker/presenter 
notes for each slide so that I remember what is meant by those bullet points that are not self-
explanatory. 
 
Thanks in advance, looking forward to your input. 
 
Regards 
Travis 
 
CFO: Millennial Hotel Group 
 
NOTICE: Please note that this email and the contents thereof are subject to the standard Millennial Hotel Group email disclaimer. See 
http://www.millennialhg.co.za/disclaimer/email.htm for more details 
 

  

http://www.millennialhg.co.za/disclaimer/email.htm
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ATTACHMENT TO EMAIL 

 
Presentation slides to complete 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

6CVCF proposal 
 

 Lend additional R10m to MHG now 

 R15m of existing loan stays the same 

 Other R15m of existing loan becomes 
convertible 

 into 3 000 Class B shares 

 three years from now 
 
 
 

Pros 
 

 R10m immediate cash injection 

 ??? 

 ??? 

 Etc. 
 
 
 
 
 
 

1 

2 
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Cons 
 

 Dilute decision-making power of existing 
Class B shareholders 

 ??? 

 ??? 

 Etc. 
 
 
 
 
 
 
 

Accounting (IFRS) implications 
 

 Not a clue! 

  

  
 

 
 
 
 
 
 
 
 

3 

4 
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Accounting (IFRS) implications 
(continued) 

 

 Still clueless 

  

  
 

 
 
 
 
 
 
 

Tax considerations 
 

 MHG? 
  

 6CVCF? 
  

 
 
 
 
 
 
 
 

5 

6 
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DOCUMENT 5 

EMAIL FROM TSHEPO UMCULI TO JUNIOR DISRUPTOR 
 
From: Tshepo Umculi 
Sent: Wednesday 21 November 2018, 8:18 AM 
To: Junior Disruptor 
CC: Travis Jagger 
Subject: Class B shares 

 
Hi there 
 
I was just wondering about the 6CVCF request to convert a portion of their loan into Class B 
ordinary shares. Hypothetically, if we all decided to sell 100% of all our shares to a listed or 
international hotel group for the fair value of the business of say R250 million, how would we 
allocate the total purchase price between the Class A and B shares? The Class A shareholders 
have the right to dividends and to vote. The Class B shareholders have no rights to dividends yet 
have a powerful veto right on any major corporate decision MHG faces.  
 
Please don’t waste time doing valuation calculations. Rather apply your mind to the key factors 
and/or issues that we would need to consider in evaluating how to equitably allocate the total 
purchase price for MHG between the Class A and Class B shareholders. Your thoughts on this 
would be most enlightening. Thanks. 
 
Regards 
Tshepo 
 
CEO: Millennial Hotel Group 
 
NOTICE: Please note that this email and the contents thereof are subject to the standard Millennial Hotel Group email disclaimer. See 
http://www.millennialhg.co.za/disclaimer/email.htm for more details 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

http://www.millennialhg.co.za/disclaimer/email.htm
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DOCUMENT 6 

EMAIL FROM SARAH NAIDOO TO JUNIOR DISRUPTOR 
 
From: Sarah Naidoo 
Sent: Wednesday 21 November 2018, 8:42 AM 
To: Junior Disruptor 
CC:  
Subject: Guest for life programme 

 
Hi there 
 
Travis mentioned that he sent you an email about his idea to introduce a ‘guest for life’ 
programme. There could be benefits and unintended consequences to such a programme but it 
is interesting thinking. I was wondering whether it would not be better for us to focus on the 
corporate market – instead of selling lifetime packages to individuals, we could sell, say, ten-year 
packages to corporate customers. For example, sell ten-year access to any of our hotels to 
companies but subject to a maximum of 60 nights per customer in any year. Corporate customers 
may think R500 000 (my gut feeling of a suggested price) for each such package is a bargain? 
The companies could also potentially get a big income tax bonus – they could claim the deduction 
upfront on paying for ten-year access. 
 
What are the five most important things MHG should consider in evaluating whether to pursue 
the above corporate guest package strategy? 
 
Regards 
Sarah 
 
Marketing & Business Development Director: Millennial Hotel Group 
 
NOTICE: Please note that this email and the contents thereof are subject to the standard Millennial Hotel Group email disclaimer. See 
http://www.millennialhg.co.za/disclaimer/email.htm for more details 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

http://www.millennialhg.co.za/disclaimer/email.htm
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DOCUMENT 7 

EMAIL FROM EILEEN BARKINGMAD TO JUNIOR DISRUPTOR 
 
From: Eileen Barkingmad 
Sent: Wednesday 21 November 2018, 8:58 AM 
To: Junior Disruptor 
CC:  
Subject: Mentoring 

 
Hi there 
 
It has been so good getting to know you over the past three weeks and developing a mentoring 
relationship. I think it is amazing that MHG invests so much in its key staff and uses outside 
consultants like myself to mentor young talent like yourself. Remember that I am here to assist 
you in developing and learning within the workplace in whatever way I can. Our discussions and 
interactions are strictly confidential and I may not share this with anyone at MHG except with your 
express permission. It’s a safe space for us to interact! In addition, you are free to share whatever 
confidential information you wish about MHG and its operations since MHG has given express 
approval for you to do so. 
 
Ok, a question for you ahead of our next mentoring session: MHG prides itself on its Code of 
Conduct. Is there anything that you have observed or encountered regarding the behaviour and 
actions of the executive directors and other key employees during your brief employment at MHG 
that may conflict with the second key principle listed in the Code (‘MHG employees should use 
good judgement at all times and do the right thing’)? 
 
I look forward to your email response. Please list any such issues that you may have encountered 
or become aware of, together with brief explanations of each. This will enable us to discuss these 
issues meaningfully when we next meet. 
 
Regards 
Eileen 
 
PhD (Industrial Psychology) 
Your personal mentor in business and executive sparring partner 
 
 
 
 
 
 
 

 


