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. . 33 - Accounting

Distribution of Marks

Paper | 04 x50 = 200

Paper Il ' = 200
Total = 400 -4
Final Marks = 100

33- Accouhting (Marking Scheme) | G.C.E. {A/L) Examination - 2018 '{ Amendments to be included: 1




cdméa@ @@@ 5&5@@ @t:ng &éscs @@

Cﬁmdﬁ@ e@e& ﬁﬁ@@ 0. @Q@ ezéBdQé)@ e@@ waaozﬁ 288@@ w@@m @@cs q@co@zms 238@-;_{_; .

apz%é)otics@cwf ® m@ gz@@@ 65 w;aoo esaom cs&? zsnag@ @65&’53 ‘,.f', ;

: 1 ‘.'ﬂ“.'cbfzs)de_%@ (—3@@53 &8@6 6@653@ @@5@ @50&3753’8 cazzsazsf 53888 zsdsfm

- 2 . " "wz@ Cﬁmdc@w@@ @é’ 8@@5 asaowoé eﬁww mo@zsfm qzozmcs asawzsf wdzﬂm . 1::'3-‘7:' L

: @@@”zm@ é@@@% cmz&@ @@dm@d 8:.325'5’25) '

S @@ﬁi’m@ 68@@8 8169451 egé)cédoé)zs? @9 zsu@ th,s taw)@@é) zm% @dﬁzﬁ mezo wzd

- O 8:33 @@8 epzsfwm @c.soqzsfzs:

4. o @zsf gémed an @moazé’é)@ &3@@61 eae;aoo 8@ @@@ g & omdes epé)asozs)@cﬁ : L

v A = e G ¢Sosim. q:é)mozsa e geﬁz‘n qzomc.szsf &s@«o O = DE, IO o
jesoé))soé)zsf ece RES OB CWeH asaes)zﬂ 258@ CSQEQ:) a:8mzmé)6cso@cdv G

g;@caieﬁwcs csqwo epzﬁ Bo® 6308?:» mdzsfzs)

’ -»cqowdeﬁ gsizn qeom 03

........................................................
.......................................................

.......................................................

@@adojo cﬁmda@ : (mga soo)

1 geme. (c @85@) 0 omdncT DuEve Smon Bew BHS oY eenedsind 083 swem
10D, BOGR Dden e 98 e BB PI® C¢ PHCLHS R O esescs@ coR. ﬁao&za '
e zageb s@wzﬁ aooSb) 516108 oSmsned DoB® 8. _

2 qzzsnz@dzé) czsfz»d@@ e®8s3 lmer 0 @@255’5) BB gy éﬁ 8&25;6@@ D CRGA 56

a® o9l On® BEncEod crea B 2 E® 0w Do 8 3B 688 9d 28st. F®
80 gug®mc1ons 885 g8 cres B0 B BEnUS @m0 00 BERCS caw » Bedsind
oDy, Yot OB G epé)e%’do@zm& csm@é@ ®20 ®m0®1ﬁ 50 O @q Od e @zs) q @62:5

ep&zsi’m ’ : : o

3 280 spo czﬂmda@w o5 2%'3@1688 mazsi’zs) z%é)zdg 8@2@6 v @Q@aﬁzﬁ & é)zda 8&@6 0
| creBsl ¢ 90e @ crE BOBD. B8 BEmSL eA10 & & o0 B sogs B
& qzﬁ@zﬁm epm@dz@ 0® woazso O B0 §O BOGT 8@@61 wo@)soé) € @mogé) Q@ éwﬁi’m "

33 - Accounting (Marking Scheme) |v(_;fc.E;'(A/L)’Examinat_ioﬁ-2018 | Amendments to be included. < 2




USRI UIITI V) LAGIHIIEHALIVIES = U1 Lating “wunuchivar

' agm GO @) GOm) cPocen:

1 8we®w0105 B8%8 c¥ndened Belo 5)@5@@8 88 ©007 ob@ndrs ae e 08xim. J(er
- o0d nmee 8Exct w3 98 a€sim. cme o oS Bomde 08 cnea owied®sd da

- eosiDsisy. ' :
2 CRE 00 58682 BOLEHD wOcBed e o 8o ©w0c) OB @G .
3 @ g@mamoe o 80 cnea codoadvged §C 8308 aB ace emdd me ud®

g @Elewss g 0By Bu ¢Bosin. g&dn vged & M cuece amd yum emid
0B »e Ged. Bug @ ¥ Cre B0 CrG 8¢ 89080 0wl »osim. gdm vned
& a8 coecsded om0 il gd® ®eammO 8€xdt B ate® af) cnea o8
880 e 9o wSuiwy. '

4. 080080 O crey van don o0 §E 8900 Budn dhimed Buslm. csadoned
010 ¢Hdemo® & e cne ven cdvooped 89 eudeds oo Or OB, O®
cRe 92 882 §c 89ed Yond oce ©0wst »F & O cRed ©w®imy 8 O
88 D0 AT, : ' ' :

LR CIEEY SHE 85O :

0000 Bag © Bewdl8 40 cRE 1088 0HOES DE’ vemG 0P eNCeR. O Ds3 &8
088 oW0 ae DI CRe 05 OO CRE 8800 gmes »e 9n ©. | onwd gee
CRE @ ClBEned | om vps” Boed gmes B anedss ¢ Baslnm. aoe Beno cme
Fpes »0 "Il O one’ Boed Il vged adwi cre eSS OBy 51 By Besed I 11 ®s
[l o0c0 aoe cne 00 005 cra ci8unoe FRED F geds’ ¢ B8a yr ed.

% ek

33 - Accounting (Marking Scheme) ‘| G.C.E. (A/L) Examination - 2018 | Amendments to be included. 3.




G C E (A/L) Exammataon August 2018:,
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3.
32

33.

34.

 35.

36.

37.

~ 38.

39,

- CcC-4 ©®
A3
C -1
':13 o 2}2 qb
Transaction Price enter book
1 Cash Receipt Journal
2 Purchase Journal
3 General Journal
4 General Journal
Transaction : Type of accounts
Asset 'Liability Equity  Income Expenses
M Y. v
() | s L B Y.
4 Y. i 4
- (a  Rs.1100 000
(b.)  Rs.990 000
v : Dr.
(a)  Bad debts account 200
‘Trade receivables control account
(b) Doubtful debts / Profit or loss ' ' ‘ 20
- Allowance for doutful debts / Provision for doutful debts
(@) 28,01.2018 ®
(b)  Rs. 350 000 ® e |
(c)  Revenue recognition concept/ Realization concept
A- D
B- I
c- 1 -
D-  NC
() Rs.240000 @
-~ (b)

- Rs. 264 000

Cr.

200

20

33- Accbunting‘ (MarkihgﬂStﬁ:heme) / G.CE. (A/L) Examination - 2018 / Amendment Should be i'nclu;ied'
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40 Current account Blmal D 8000 .
o Current account Anura ShieeCp

e ‘Statement of Proﬁt or Loss and Other Comprehensuve lncome
- o :Statement of Changes in Equ1ty / Statement of FmanCIal Posmon
- Statement of Cash Flows . .
e Statement of Fmancral Posmon o

vow> vows

;eeee:f

| '{Purchase of property, plant and equlpment , -
Purchase of shares/ debentures o
Makmg Investments/ Opemng ﬁxed deposrts r

44

00

©

5 Debenture redemptlon L &

- Interim dividends pald . ®
_Interest payments - . o
e Payment of Iease mstalments/Bankloanmstallments :

o ®

45 Inven’to_ryturnover Current
o . “Ratio ~ Ratio

e de . e
D ®

o)
®

®»

4 @ 0%
b 2%

47, @ Rs1500
: ;(c) o Rs. 2 700 :

®e® 06

1»4v8.‘> ; (a)': .5{.200 umts_ L
ok (b)‘ 50 times

49, @ R 486 00

() Rs. 20
o (c) . ._24 OOO unlts

5. @ ;“.»:Rs 360 000
(b Rs 60 ooo

| 33- Accounting (Marking Scheme)/ G.CE. (A/L) Examination - 2018 / Amendment Should be included [75 "]
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33 - Ac'co,unvtihg‘-v Pvarvt I

_'k’Q'uestio‘vr_x o1 Gl
o . 8 HinkaPLE | |
G Statement of Profit or Loss and other Comprehensive Income
~ for the year ending 31.03.2018
K S s ‘Note Rs'000
Sales ' 83 000
Cost of sales v . (41 100)
Gross profit e : 41 900
. ' | i 3 250
Other income
, | (9 680)
Distribution cost
(7 850)
Administrative expenses (1 650)
Finance cost z
Profit before tax o 25 970
Profit for the period ’ (1 050)
24 920
Other comprehensive income
Change in revaluation surplus . (5 000)
Total comprehensive income ' 19 920
Note 01: Other income - Rs' 000
Commission income ; 3250
Note 02 : Profit before tax is computed after charging expenses including following
Rs’ 000
Inventory written off 400
E P F Expenses : : ' 450
E. T E Expenses _ 90
Depreciation (1200 + 3800 + 1000) 6 000
, : - . . 1000
o Loss on land revaluation 550
Loss on disposal of motor vehicle 530
Provision for warranty ' ' 1500
. Directors' fees ' 610
Audit fees
(01 mark for any two items, maximum 02 marks) (19 marks)
Note 03 : Income Tax - _ o Rs. 000
. Provision for the current year = 4150
Over provision for last year - = 1(—10(15%)

33 - Accounting (Marking Scheme) | G.C.E. (A/L) Exarination - 2018 | Amendments to be included. e 7
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o v:‘ffWorkmgLRs’ 000
L f‘:Cost of . sates :

Dlstnbutlon cost

Purchases

lnventory as at 01 04 2012 _-

Inventory as at'31 03. 2018 | 40500 |01

‘9 750 _Dlstnbutron cost

4 850

\Loss on disposal of motor vehlcle E
1iprovision for warranty expenses 530
: Warranty expenses o :

- (450)]
.9 680 680

o Admlmstratuve expenses
n Salaries
EPF Expenses

| Administrative expenses o
| 7100

= 7 850

.300 |01
450101 |

'Other exgenses .
inventory written off

: Loss on land revaluatlon
Loss on dlsposal of a motor vehicle:

400
1000
250 .
1650 —T

01]
o1l
01|

o @ :

Hiruka Pl -

Statement of Changes in Equnty for the year endmg 31 03 2018

Description. .

:, .Capital -
“Ordinary shares’

~ Stated

RevaIuatron
Reserve

Retalned
“Earnings

Total

‘Balance asat 01.04.2017
Total Comprehensive Income

35 000

5 000

@) 5 000 o

6 880

’)24 920

46 880
19 920

Balance as at 31.03.2018

ST

5 00

o)

31. 800

66 800 |

(02 marks)

| 33 Accounting (Marking Scheme) 1 G.CE. (A/L) Examination - 2018, | Amendmentstobeincluded. . g




'Department of Examinations - Sri Lanka

ik Conﬁdential

Statement of Fmanc:al Posrtlon as at 31 03 2018

leuka Plc

}o

Nots | Rs’ 000 ] Rs’ 000 |

‘'Non-Current assets
- Property, plant and equipment
Current assets
Inventory
Trade receivables
Cashand cash equivalents

Total assets :
Equity
Stated capital
Ordinary shares
Reserves
Retained earnings
Non current liabilities
~ Bankloan
Current liabilities
“Trade payables
- ‘Bank foan
Income tax payable
Other payables

Total equity and liabilities

(01) 59 500 |

33 950

i

107100
22 600
1:250

93 450

35.000 |-

31-800

10 220

12 500,
1 7804
4008

1 75d03)16 430

93 450

Note 04 Property, plant and equipment

(For other two items 01 mark - Maximum 02 marks)

I

(Rs’ 000)
Motor Office
N Total
» Land Buildings | ‘vehicles equipment o‘a -
Cost N
Cost | | . gD @ ‘ ..
Balance as at 01.04.2017 25500 | 24 000" 19 000 10000 - 8500
Revaluation (6 000Yg1 (6 000) |
Additions | 4 000(h) 4000 | -
. Disposals e (2 500) @ (2 500)
Balance as at.31.03.2018 18 500 28 000 | 16 500 16000 | 74 000
Accumulated deprecuatlon : i
Balance asat 01.04.2017 . .6800) 1450 1 000 9250 |
Depreciation for the persod : - Jd200 | 3800 1000 6 000 |
Disposals (750)(01 @ (7500
. Balance as at 31.03.2018 - | 8000/ 4500 2 000 14 500 | o
Carrying amount as at 31.03.2018 | 19 500 | 20 000 12 000 8000 | 59500 |
33 -ActoUnting (Marking Scheme) | G.C.E. (A/L) E)éaminatton £2018: | Amendments to be included. i 9
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< Depdrtment of EXaMINAUIONS < STLLANKA - i i iy e S 3 e

Nidte 05_ o Othér‘payablés : .‘ - i - ‘v.".vz_RS",_vCV)OO_':f e
. PpayableEPF. Lo e ey
. Provision for warranty . L
e Accrued admmlstratlve expenses L

f‘ (Total ’Marks 40)_1

- , Questlon No 02

b"(a) (1) _ o L Amal Blmal and Chamal Partnershlp L e
' S lncome Statementforthe year endmg 31.03. 2018 (‘Rs_._'ooo)- .

NGI’OSSpI’OfIt ] o _ 7080

' Admmlstratlve and dlstrlbutlon Cost © 350 ﬂO) ,b 1650 @ :
iFmance expenses (350 + 480)_ ' : 830 q@ (12 480) |
: Profltforthe perlod Lo e b ‘4 6‘00

‘Interest on capltal - Amal b ‘, G ] ggg ‘ :
e Bimal _, e o U400 f (2 OOO)‘ :
Chamal ' [ '

’Profitshare.-AmaI:‘ i : O . 1300
| . Bimal _ { 780

mal 50| (2600
Chamal i

o (11marks)
orkmg§ : _ S : B v
-- Cost of sales for the year ended 31. 03 2018 o (Rs.” 000)

|nventory of raw: materlals asat 01. 04. 2017 G . 8000} v ol
Raw material purchases ] 1400 } . A
Inventory of raw materials as at 31, 03 2018 ophoel o 3 ..
 Cost of materlal consumed | 1288 » L 1 . .
om0 el
0 | 1t ] 1002} |
L »Productlon overheads (300+20+70 2T L e v :

Working progress as at 01.04.2017 f e SQW-E .
| Working progress as at 31.03. 2018 o (600 J 200
- | Total production Cost o e b 2920 |
| Finished goods as at 01.04. 2017 . : 120(71 o
| .| Finished goods as at 31 03 2018 . S b et 500)

'Costofsales . bl 288000

33 Accounting (Marking Scheme) 1 G.CE. (A/L) Examination - 2018 | Amendments to be included.



 Question No.02

, 33-Ac‘c9unti’ng (Marking Scheme) | G.C.E. (A/L) Examihation -2018 |Amendments to be included. -

2@ |
 Capital Account (Rs’ 000)

o “Amal | Bimal | Chamal | Amal | Bimal | Chamal
Goodwill" 5000 = ~-2°000 | Balance b/f : 10 000 6 000 -4 000 |
Cash 3 000 (@ | Current account - Bimal 2380 '
Loan accourit-Bimal _ 7 480 : Goodwill 3500 | 2100 1400
Balance c/d 8 500 3400 '

. 13.500 [ 10480 5400 | - 13 500} 10 480 5400

Current Account (Rs’ 000)

, Amal Bimal | Chamal Amal Bimal | Chamal
Saleries paid 100 | Balance b/f 1200 1-000 600
Capital account-Bimal 2,980 Interest on capital ‘@1 000 GQO 400

Profit share 01)1 300 780 520
Loan interest 480@@ ‘ (D
120(01
Balance ¢/d 3 980 1540 Manager's salary
3 980 2 380 1640 3980 2:380 1.640
(07 markS)
3) Loan account- Bimal
Balance ¢/d 7480 I Capital account (02) 7.480
7.480 l 7.480
(02 marks)
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oo

overheadAna'YS'SS‘he‘at '

o ldem

: _-"'-'Baé'es"bf’appb’rﬁdhme'nti

o b Pro n
 Total | ductro dowsuons

i Servrce = i
~division| =

Bottllng

i Stores |

Storesrent

'- ‘Storeselectrluty __

insurance - Coohng machme !
Stores rate "
'.’Coolmg machme deprecratron
,Factory rent

i .;lndrrect wages

Factory electrrcuty expenses :
Productlon machlne insurance

Factory rates
“Security: service charges

v Productron machine deprecratlonv

' Re-‘appo’rtrohment of servi'ce :
division overheads. -

‘Direct

Direct

‘Direct

' Di'rect”__" .

| Direct :

Floor area: (2 3) o

..} No.of lndlrect employees (2 3 3) »
Killowot hours (3:2) _

Cost of productlon machmery (2: ol

Floor area::(2:3)
No of securrty personnel (1:1:4)

: Costdf’machinery @n

20

90

90
360
60

L) '_Pr_ocessmg
S8
B0}
20
400
- 120

160

36|

760
40

30

B4l

60

08|
"”i150: !

60| 240|

. ”_,20: : o

w0l

1450

720
360

770
180

540 |

1450

800

850

o

(2) - Overhead absorption rates

{o1 mark for éar:h' two direct allocations, maximum 02 marks)
(01 mark for each  two allocation bases, maximum 03 Marks) v
(01 mark for each two dlstnbutlans max:mum 03marks) =~
{10 marks) -

Processing Division, Ré 8 p'er machine hour

i Bottlmg Drvrsron Rs. 10 per machlne hour .

(04 marks)

v ‘W‘o‘rkings:

Processing Division

' Bottling Division.

_8_(_)9_ PR
}1’00:.. e

-650  = Rs. ;

s o

33 Accounting (Marking Scheme) | G.C.E. (A/L) Examination - 2018 | Amendments to be included.
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- (3)Cost of 'p;(bd’_uctio.n be’r bottle of mango dr,ink_% Rs. 14 ' | o

. |Directmaterial . . 640 } H
. o "fiD,i‘fé,Ct,!abor | G . B0 Y
Lo ) Overheads - Processi}n.g_ gxi2 = ' ‘

Botting  8xe= 1] 00|  (03marks)

o (4) Budgéted selling price per bottle of mango drink = Rs. 30

Workyings : : Rs.

Production cost ' 5 : 14
’ Non-production variable overheads s » 4 [03]

Non-producﬁon fixed overheads | 300 | G'e
- Total' production cost : ... 50

Profit S

Selling price

B ¥

Selling price = 24 X100 = &30 -
L 80 :
- (alf any one answer is available; 01 mark)

| (03 marks) ‘

Question No.2 112134 Total

40

fanl _'_"3'34Achthiﬁg_(Marking Scheme) |G}.C.E».'Y(A/L)v _Exami‘na:t‘ioh -2018, lllAmen_'d’n‘iéhts to'“b‘e included. 13 ‘




| ""’_(_2 uestion No. 03 ‘

@

- | Transaction

1 Number

i » :f}i-_‘ia'bb‘u-ity -

. Property,

Inventory

plant& |

“equipment

Trade

o2 | Cash -
receivables: |- %

| Trade i
payables

: Other :

v , YFCépital
‘payables |

;:ﬁéfained', i

| earnings |

- T “_+‘1'80‘ ;  ‘+600  . +7ao -
! 47&1‘:§i-?; 

‘_+fx?<z,vi‘i
-20 (@) |
-75
=40 .
-10 v.

(D)

-~ (20marks) .

2 +300 | -300 |

~ -100 +150

-150 |~ +200

¥ 400 +400

-300 |- +280

-200 | +200

T150 +120 230

- 75

10 - 30 +10

a) =280 +270

2 -400 | -400

@

Cash Receipts Journal Rs. 000

. Analysis column’
‘Cash '
sales

Receipt

~Discount
Allowed

e Cheque o .
Date No. Amount Other

from

. Description
; debtdrs

o1/0t | -
4450
6005
2005 -
3010

600
150
200 |
120
270

Capital introduced 6001

07/01 Q)
1 15/01
18/01
29/01

C_ash sales 15O (@
: 200

1291<EDSI’,.

E 'Cash receipts= Gamini:
| Cash sales

Cash receipts - Nimal -

31/01

~ 10| 1340] 270| 470 600|

' {_06‘mark§) o

33 - Accounting (Marking Scheme} | G.C.E. (A/L) Exami‘n‘at_ion -2018 | Amendments to be included. -




(i1 Department of Examinations:- Sri Lanka: i (;»onr‘.:agntvv:v;sl

@ .~ Bank Réc'oncilviatioh St_ati_'e'mi_efnt"for’the month of January 2018 (RsOOO) -
3‘-Balé'nc'e'> as per bank statement e 660 @
| (#) Unrealized cheques . 2700y

e .::.930».’
o0 @)

() Unpresented cheques o
(01) 530

Balance as per cash account -

(At»leaskt there should be 4 additions; based on students' computation )

@ : Empldyee related total expenses

Gross salary

~ EPF Contribution
- ETF Contribution

,150 ooo" .

) 18 000
(01) 4500
172 500

(3) Purchase Journal for the month ended 31.(53.2_0’_18

| Date ! Invoice No. 5 Supplier_ Rs)
~[18670 Nathan Publishers 550 000
Lo 1118209 Samanala Publishers: 400 000 (57)

3. Accounting (Marking Scheme) | G.CE. (A/L) Exé'minafion -2018 | Amendments to be included. -

(04 marks)
 QuestionNo.03 | 1 |2 |3 Total
| 20]08]04 30
'Question 04
Q) Payroll for the month of March 2018 -
. Deductions (Rs.) Employer
o Gross i Contribution (Rs)
- Employee salary EPF EWF Total Netsalary | EPF | ETF
~ name. (Rs.) g Deductions (Rs.) e b
: : (Rs) i 03‘
‘Jinadasa 70 000 | 5 600 1400 7 000 63 000 | 8400 | 2100
Siripala 50 000 | 4 000 1000 | 5 000 45000 | 6000 | 150003
Sugath 30000 | 2 400 600 3 000 27.000 |- 3.600 1900 (o3
Total  (01) 150 000 | 12 000 3 000 15 000 135 000 | 18 000 | 4 500 |




Department of Examinations - Sri Lanka: ' i T R N S “ Confidential

: Cash Payment Journal for the month ended 31 03 2018 i : . (Rs)

;Descnptnon biscount »Amount Cash Payment'.-i Expenses‘ Other '
By i recelyed B purchase el b : payment
L credltors e

Payment to Nathan Publlshers '25- 000| 475000] | 475000]

‘Cashpurchases =~ ~ | 100000} 100 000 |

Payment to Samanala Publishers 800000 | 300 000

| Cash purchases o | 150 000 _1_50’000

"Salarypaymentv R P | _ 185000 | oo {135 000

| Rent payment |} o weoeco ] ] 72000]

| EPF payment - | 000 | | | 3000

'ETF payment o | oas00| 1 . 4500 |

PaymenttoEWF : s 3000 [ o ) 3000

Total - _ |25000| 1269500 | 250 000 775000 | 207 000| 37500

(Except in the amount co/umn, 01 mark for each two items, max:mum 05 marks )

(07 marks) -

(@) () Inventory of b_ooks Rs, 260 000

Workings . , “Rs.
Inventory as at 01.03. 2018 b 1150 000
Purchases _ 1,200 000
' “ (5 000) |

‘Return-outwards v
(1 040 000)

Cost of sales 1 300 000 X 80
100 - |
Inventory as at 31.03.2018 i - 260 000

" (Foreach two iterhs 01 mark, maximum 02 marks) :

®

(i) - Trade receivables Rs. 260 000

‘Workings : i
L " Trade receivables

'Balance b/f 180000 Cash i » 420 OOO]E'J ‘
Sales . 500:000[01} Balancec/d 260 000 i

e _"33'f—_'A:cvc';ouhtir'\“gb(M'arl‘(i'ng‘ Scheme) | 'G.C.E.'(YA/L)kE'xva'minati‘éni'-‘ 2018 |’Amendm’ehts tobeincluded. 16 S




1-'6éparhnentofExanﬂnéﬁons-Sﬁlgnka s Fi ",‘ »»" L Rai S SRR ._'f:»_ Conﬁdgnﬁa|

i (m) Trade payabl'eé‘ Rs. 220 000 .

i o L Trade payables : ' .
) Return outwards T 50 000[o1] Balance b/f i 120 000
,Cash L , 775 000 —Rurchases 950 000|0 [I'

L .Dlscounts recelved

220 000
1070 OOO

1 070 000

-Bé'lance b/f

~ (iv) Other payables Rs. 37500

| Workings } :
EPF (18 000 + 12 000). ' 30 000 |
ETF , § e 4 500
| Employee welfare fund 3000 |

o _ - 37 500

(For 3 correct items [o2 | marks )}
( For 2 correct items mark )

- (v) Prepaid expenses Rs. __60.000

Workings

Rentpaid ~ 72000
Rent for the m_onth ' .(12 000)
Pre paidrent : 60 000

- (10 marks)
Question.No. 04

1 2 3 4 Total
10 03 207 10 30

Question No: 05
@ - M
: : (Rs. '000)

e tem | . Year
' 0 1 2

| +300 |+300

~ +200 (of T

-1200 (0}) | o _

- 200 | 200 2200 [ -200

(@) R'evibs_e_adrNet‘Present Value (NPV) Rs. 257 000 ‘

+300 +300

+500 - (01

(07 marks)

Recbmma»nadation‘ = Itis appropriate fo-acce‘pt,th‘e‘ projéc't as the revised NPV is posit‘iv,e.‘___ i .

©.33 -_Accouhfciné {Marking Scheme) | G.C.E: (A/L) Examination - 2018 ' | Amendments to be included. ' SV
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- Workings G A
Year o0 ot 20 3 4
Netcashflows ~ |[-1000| +100 | +100 +100 +600
Discountfactor ~ | 1. | 091 | 083 L0750 ) 068 e
Presentvalue =~ | -1000 | +91 +83 | 475 | +408 . o ar

Present \'/éluelpfth‘e' items tﬁai_had hbf:beéh’bcmsideredf#_R"s"_’ 343000 i - o
Revised NPV =600 000 - 343 000 = 257 000 ol - _

- (03marks)
(b) C‘ash'Acc_cSunt for the year ending'31'v.12.'2017 : o

20e

‘Balance b/f Electricity

‘I Entrance fees
Subscriptions

Fixed deposit

50 @)Refré.Shmenfs =
1 280@)Stat‘i0n¢ry '

1 400@)Maintenance

70 @)Bmlding

Interest on fixed deposit
Balance c/d

82

]

i

_, ‘ (e 01 mark for each remaining two items, maximUrh 03 marks) :
: (08 marks)
2 Old Boys Association ' '

Income Statement for the year ending 31.12.2017 (Rs.' 000)

Income
Entrance fee ,
Interest ‘on fixed deposit
Subscriptions

‘| Expenses

Electricity
Refreshments
Stationery expenses
Maintenence ‘expenses
Get together expenses
Depreciation.

Surplus

50e
70
1600 (

N

100 (
170
240
160e
550 <
450

1720 |

YO I (= hord
OO0 O]

1670 |

»,'501'» .

- (e Foreach of rerhaining two items 01 mark, maximum 02 marks)

(08 marks)
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@ Equityssat3n122017

o i Equtty Items (Rs. 'OOO)' v

| . |Descripon  Fccimulated | BuildingConstruction |

| Balanceasat01.01.2017 [ ass0] 1400 |
“Additions i B Yo :
Surplus : : o0
"From Building fund : P el G 11400 : L

| . § - (1 400)
‘Deduction : ‘ @

ik To Accumulated fund : . , o
| Balance as at 31.12.2017 | (psox

1 [ 2] 3] Totl (0¢ mart)
07 (03| - 1

oL

Question No’, 05

30
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 QuestionNo.-06

m o Bowatta PLC - o -‘ “ “
e ' Statement ofCash FIowsfortheyearendmg 31 03 2018 e
| (Rs poyt .~

Cash flows from Q'perating activities

Profit before tax | 1 e000(1
‘Depreciation S 1250 (01)
Interest expenses o Lo : : 600 (o1
L : B 7850
Increase in inventories: e (880 (01)
| Decrease in trade receivables it L 1 000
Increase in trade payables S 1 500@)

Cash genetated from: operating activities -.8.470

Interest paid o ' i . -~ (200) .
Income tax paid S o ( 400)

Net cash flows generated from operatmg actnvmes ‘ ‘6 870

»Cash flows from investing activities

(8 250002)|

Purchase of motot. vehic‘les v
@1 (8 250)

Net cash used in investing activities

Cash flows from from financing activities : q: | e ]
4 800. ' e ‘

Issue of shares
'Dividend payments

Net cash generated from financing activities

Net increase in cash and cash equivalents

Cash and cash'equiValents asat 01.04;2017‘: o

Cash and cash equivalents
‘Bank everdraft

Cash and caéh ’eqUivalents,’aé at‘31.03.2018:

Cash and cash equivalents
Bank overdraft

(1 800Y01)

2.200

(1 400)

101) 3 000

1.620

800 .

5 020

" (2.600)

(20 marks)
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[ Workings (Rs” 000)

Property, plant and equipment acount

odew 0 s

[Balncebf 19000
| Land revaluation ’

Income tax account

_ Depreciation

bBaI.'éhc‘e;c"/d ;

Cash: : = 1:400 Balance b/f
Balance ¢/d - 500 : . Balance ¢/d

400
1500
1900

o“o
- -

(2) (i) Currentratio = 2:1

Workings - (Rs. 000)
Currentassets: =24200 -~ - =21
Current liabilities 12 100

: (ii) Quick assets ratio. =1.2:1

( 02 inarks) -

workings - (rs. 000)
Liquid assets = = 14 520 |01|= 1.2:1
Current liabilities - 12 100 '

(Liquid assets =9 500 + 5 020 = 14 520)

(02 marks)

(i) Return on equity ratio = 15%

Workings. - (Rs. 000) . . :
Profit after tax x 100 = 4.500 x 100 =15%
Total equity 30 OOOV ‘ '

( Total equity = 22 800 +2 000 + 5 200 = 30 000 )

i) Debf'eqUity ratio = @

Workings - (Rs. OOO)
Debt capital =10 100 = 0.33
Equity capital 30 000

(Debt capital = 10 500 - 400 = 10 100)

(02 marks)

(02 .r'narks)v o

. (10marks)

T 33-§A§;oqnting(Marking Scheme) | G.C.E. (A/L) Examina'tiéhv-' 2018v’1A'r;rléridméhts to be included: P 21'1
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() Interestcoverratio =11 times o (o2mork)

: Workings -(Rs.0000 S - j:": i . o .
| Profit before tax_+ Interest : - = 6600 . =1y e e L o

 Interest . 600 o]

. (10marks)
T T1[2][3[4[5] Total
- QuestionNo8| 3 [ 20} - | - | =} -] 20
' b: 702 02102 0202 10
Question No. 07
(a) (1) Variable cost per unit =Rs. 640 ‘
Working s (Rs.)
Direct material : 160
Direct labour - - : 180
Variable production overheads 2100
Variable non- production overheads. 200
Variablé cost per unit 640
(01 mark for each two items)
: ‘ : ‘ - (02 marks)
(2) Production cost per unit = Rs. 550 : '
Workings v (Rs.)
Direct:material o 160
Direct labour § - .180 1

Variable production overheads 100

Fixed non- production overheads 10

Production cost per unit : 550

(02 marks)

" 33 Accounting (Marking Scheme) | G.C.E. (A/L) Examination - 2018 ] Amendments to be included. : 22
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@) Profit per unit =Rs. 300 ' L
: i v Altémative1 . Rs) ’
, | seltingprice ~~— [01] 1000
Productioncost . . - o (550)
Variable non -production overheads - (200) :
 Fixed non -production overheads - ' (150) 01]
Profit = S 300
T . v
Alternative2. ~  (Rs. 000)
- Sales oo 1440
Direct material o (192)
Direct labour | : S (218)
Variable production overheads (120)
Variable non -production overheads (240)
Fixed production overheads (132
Fixed non -production overheads (180)
Total profit ; » .. 360
Profit per unit’ 360 000 "= 300
1:200
(03 marks)
(4) . Total cost at the activity level of 1500 units: - =Rs. 1.272 000
Workings
At the activity level of 1500 units ; - (Rs))
Variable cost =640 X 1500 = m 960 000
Fixed cost (132 000+ 180 000) = 312000
i Total cost ’ . =1272000 :
(03 marks)
33 -‘Aé'co'u’nting (Markihg'Scheme) | G.CE. (A/L) Examination - 2018 | Amendmients to be included: it 23
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“ C'onfvide»ntial

(b) w

Contribution per student =Rs. 40 000 (08)
Workings : . &
' Contrlbutlon = [Income (Programme fee + Exammatlon fee)] Vanable cost -
' —00 +5-OOO ﬁOOO » :
=40 000
*: Varlable cost i : i ,01
Assngnment marking fees 600 X 10 - 6000 5
Study material cost 500 X 10 5000
Project report evaluation fees. = 10000 01
Examination Expenses 400 X 10 4000 91§
25 000
; | : (06 marks)
@) _ Total fixed cost of the programme = Rs.: 880 000 b
Workings Rs.
| e
Lecture fees: (2 000-X 10: X 15) 300000 o1
Programme manager's salary (45 000 X 6) .270.000
Building rent (40 000 X 6) 240 000 {24
Operating expenses 70 000 191
. 880 000
_ (04 marks)
(3) No. of students to be enrolled to cover the total cost of the programme =.22
Workings '
Fixed cost 880 000 =90
Contribution 40 000
o ‘_ (02 marks)
(4) No. of students to be enrolled to earn a profit of Rs.200 000 ' 27 -
Workings
Fixed cost + Expected profit = 880 000 + 200 000
Contribution . 40 000
= 2
(03 marks)
33 - Accounting (Marking Scheme) | G.C.E. (A/L) Examination - 2018 1 Amendments to be inclitded 7
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(5) Minimum programme fee to be charged from a student if the expected profit is
Rs.350 000 and the students to be enrolled are 30 = Rs._61.000
Workings
Fixed cost + Profit = No. of students
Income - Variable cost
01
E] 880 000 + 350 000 = 30
X ( Income) - 25 000
30x - 750 000 = 880 000 + 350 000
Income (x) = 66 000
Programme fee = Total Income - Examination fees
=66 000 - 5 000 [01]
=61 000
(05 marks)
Alternative working (Rs.)
Income 1980 000
Variable cost @ (750 000)
Contribution 1230 000
N
Fixed cost Y (880 000)
@)
Expected profit 350 000
Fees per student =1980000 = 66000
306)
Programme fee of a student = 66 000 - 5 000
= 61 000
1 2 3 4 5 Total
Question No. 7 a o2 02 03 03 - 10
b 06 04 02 03 05 20
30

33 - Accounting (Marking Scheme) | G.C.E. {A/L) Examination - 2018 | Amendments to be included.
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1. Which of the following statement/s is/are correct pertaining to general purpose financial statements
prepared by a firm?
A - They provide mainly past financial information of a firm.
B - They are prepared on demand of the external users.
C - They are prepared in compliance with accounting standards and legal requirements.
(1) A only : (2) A and B only (3) A and C only
(4) B and C only (5) All A, B and C (eenen )

® Use the following information to answer questions No. 2, 3 and 4.

The following transactions took place in Nihal’s business.
% 01.03.2018 — Purchase of goods costing Rs. 150 000 from Upasena on credit

% 05.03.2018 — Return of goods costing Rs. 30000 to Upasena

% 20032018 — Sale of goods costing Rs. 100000 for Rs. 160 000 on credit
# 20.03.2018 — Payment of sales commission of Rs. 10000

% 02.04.2018 — Settlement of the full amount due to Upasena

2. The accounting equation which shows the net impact of the above transactions in Nihal’s business
as at 31.03.2018:

Assets (Rs.) = Liabilities (Rs.) + Equity (Rs.)
(N + 50 000 - + 50000
2 + 60000 - + 60 000
3) + 170000 + 120000 + 50000
4) + 170 000 + 150000 + 20000
(5) + 180000 + 120000 + 60 000 Ceenns )

3. Owing to the above transactions the increase in the balances of creditors control account and
debtors control account of Nihal’s business as at 31.03.2018:

Creditors control account (Rs.) Debtors control account (Rs.)
) 20 000 150 000
2) 20 000 160 000
3) 120 000 150 000
@) 120 600 160 000
5 150 000 160 000 (... )
\ /

33 - Accounting (Marking Scheme) | G.C.E. (A/L) Examination - 2018 | Amendments to be included. [Seeygaoe two
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4. The source documents used to record transactions with Upasena in the books of Nihal’s business
in the order of their occurrence:
(1) Invoice, Credit Note, Payment Voucher
(2) Invoice, Debit Note, Payment Voucher
(3) Invoice, Debit Note, Journal Voucher
. (4) Invoice, Credit Note, Journal Voucher
(5) Invoice, Journal Voucher, Payment Voucher (..o )

S. Which of the following statcment/s is/arc correct in relation to the general ledger?
A - The transactions of an entity are initially recorded in thc general ledger.
B - The general ledger is the collection of accounts maintained by an entity based on the
double entry system.
C - The transactions of an entity are posted to the general ledger after recording in the prime
entry books.
D - Closing entries are passed for all accounts in the general ledger of an entity at the end of
the accounting period.
(1) A only (2) B and C only (3) A, B and C only ,
(4 B, C and D only (5) Al A, B, C and D (conee. )

6. The equation that represents the profit earned by a business during a financial year:
(1) Year-end equity + Drawings + New capital introduced — Beginning of the year equity
(2) Year-end equity + Drawings New capital introduced —~ Beginning of the year equity
(3) Year-end equity — Drawings + New capital introduced — Beginning of the year equity
| (4) Year-end equity — Drawings — New capital introduced — Beginning of the year equity
(5) Year-end equity + Drawings + New capital introduced + Beginning of the year equity(...... )

7. Which of the following statement/s is/are correct in relation to application of accounting concepts
in the preparation of financial statements?

A - Equity is identified as a separate element in financial statements in line with the entity
concept.

B - Going concern concept provides the basis for classification of assets and liabilities as current
and non-current in the financial statements.

C - Recognition of depreciation for each period in the income statement is in line with the
matching concept.

(1) A only (2) A and B only (3) A and C only
(4) B and C only (5) All A, B and C (oeenn )
8. Which of the following measurement bases can be used to measure the elements of financial
statements as per Sri Lanka Accounting Standards? :
A - Historical cost B - Fair value
C - Realisable value D - Present value
(1) A and B only (2) A and C only (3) A, B and C only
- (4 A, B and D only (5) All A, B, C and D (oevnnn)

9. The qualitative characteristic of accounting information that is most protected when leases are
classified as finance and operating as per LKAS 17 (Leases):
(1) comparability (2) faithful representation (3) timelines
(4) understandability (5) verfiability (... )

10. Which of the following are considered as components of financial statements prepared by a welfare
society?
A - Accumulated Fund Account
B - Statement of Financial Position

C - Statement of Cash Flows
D - Subscription Account
E - Income and Expenditure Account
(1) A and D only (2) B and C only (3) A, D and E only
4) B, C and E only (5) A, B and E only (o )

|See naoe three
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® Use the following information to answer questions No. 11 and 12,

The balance of the debtors control account in the general ledger of an entity as at 31.03.2018 was
Rs. 500 000. However, this balance did not agree with the total of balances extracted from the
debtors’ ledger on that date. The following were revealed in the subsequent investigation.

(i) Cheques of Rs. 180 000 received from debtors during March 2018 have been recorded only
in the cash rcceipts journal and the respective accounts in the debtors’ ledger. However
this has not been posted to the general ledger.

(if) Credit sales of Rs.520000 has been recorded in the sales journal as Rs. 250 000. However,
this has been correctly recorded in the debtors’ ledger.

(iii) A bad debt written off amounting to Rs. 50 000 has been correctly recorded in the general ledger.
However, this has not been recorded in the respective debtor’s acoount in the debtors’ ledger.

(iv) A balance of Rs.80000 has been omitted in extracting balances from the debtors’ ledger.

1. The total of debtors’ balances extracted from the debtors’ ledger before correcting the above errors:
(1) Rs. 440000 (2) Rs.470000 (3) Rs. 560000 (4) Rs.590000 (5) Rs. 620000 C..... )

12. The correct balance of debtors’ control account as at 31.03.2018:
(1) Rs. 440000 (2) Rs.470000 (3) Rs.560000 (4) Rs. 590000 (5) Rs. 620000 (..... )

13. Income statement of a retail business reported the following information for the year ending
31.03.2018.

Description Rs. 000
Sales 2000
Interest eamed 250
Gain on sale of motor vehicles 150
Interest expenses 300
Operating expenses 500
Cost of salcs 1200
Drawings-goods 200
The total income and total expenses to be recognized by this business for the year ending 31.03.2018:;
Total Income (Rs.’000) Total Expenses (Rs.’000)
(1 1200 800
2 1200 1000
3 2250 2000
4) 2 400 2000
(5) 2400 2200 (ce.nnd)

® Use the following information te answer questions No. 14 and 15.
The following information relates to Nalinda and Shantha partnership.

Balance as at 31.03.2017 Nalinda (Rs.’000) Shantha (Rs.’000)
Capital accounts 800 500
Current accounts 200 100

On 01.04.2017 Nalinda provided Rs. 200 000 as additional capital and Shantha provided Rs. 500 000
as a loan in cash to the partmership. The annual interest rate of this loan is 5% and it is credited
to the current account of Shantha.

Profits and losses are shared between Nalinda and Shantha in the ratio of 3:2 respectively and they
~are entitled to an annual interest rate of 10% on the closing balances of the capital accounts.

The profit of the partnership for the year ending 31.03.2018 was Rs. 500000. During the year,
Nalinda and Shantha have drawn cash Rs. 100000 and Rs. 50000 respectively from the partnership.
There were no any other cash withdrawals by the partners.

14. The equity of this partnership as at 31.03.2018:
(1) Rs. 1350000 (2) Rs. 1 500000 (3) Rs. 1650000
(4) Rs. 2175000 (5) Rs. 2 300000 {...... )
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15.

16.

17.

(H 862 000 2 189 800
2) 862 000 3 138 600
3) 948 200 2 189 800
4) 948 200 3138000
S 1262 000 1 876 000 (..... )
® Use the following information to answer questions No. 18 and 19.
The following information was extracted from the financial statements of Ajith PLC for the year
ending 31.03.2018.
Description Rs.
Turnover 800 000
Cost of sales 300 000
Administrative and distribution expenses 80 000
Surplus/(Deficit) on revaluation:
Land 60 000
Machinery 100 000
Office equipment (75 000)
All property, plant and equipment were revalued on 31.03.2018. While lands were revalued for the first
time, machinery and office equipment were revalued for the second time. The revaluation of machinery
and office equipment for the first time on 31.03.2016 had resulted in a deficit of Rs. 30000 and a
surplus of Rs. 40 000 respectively. The total assets of the company are fully funded by equity and the
\___company is not subject to income tax.

N
Net cash received from the transactions with partners during the year ending 31.03.2018 and Shantha’s
current account balance as at 31.03.2018:

Net cash received (Rs.) Shantha’s current account balance (Rs.)

) 50 000 265 000
(¢3] 50 000 410 000
3 550 000 265 000
G 550 000 315 000
(&) 550 000 410 000 C..... )

The following information relates to a machine acquired by a company, which is registered for value
added tax (VAT).

Date Description Amount (Rs.)
01.04.2017 Importing the machine (including 15% VAT) 575 000
15.04.2017 Transporting the machine to the company 40 000
30.04.2017 Preparing the site and installing the machinc 60 000
15.05.2017 Conducting a test run and ensuring thereby that the machine

is functioning properly 80 000
15.05.2017 Receiving cash from sale of items produced in the test run 30 000
30.06.2017 Conducting the opening ceremony 20 000

The cost of this machine at recognition and the date of commencing depreciation of the machine
as per LKAS 16 (Property, Plant and Equipment):

Cost (Rs.) Date
N 540 000 15.04.2017
) 650 000 15052017
3) 650 000 30.06.2017
4) 725 000 30.06.2017
)] 755 000 15.05.2017 [T )

Gamage PLC purchased a motor vehicle on 01.04.2017 on a finance lease. On this date, the fair
value of the motor vehicle was Rs. 5400000 and a down payment of Rs. 1400000 was paid on
the same day. A lease instalment of Rs. 1262 000 is payable on 31 March of each year over the
lease-term of 4 years. The first instalment was paid on 31.03.2018. The interest rate implicit in
the lease is 10% per annum.

The lease liability presented as a current liability and a non-current liability in the Statement of
Financial Position as at 31.03.2018 as per LKAS 17 (Leases):

Current Liability (Rs.) Non-Current Liability (Rs.)

33 - Accounting (Marking Scheme) | G.C.E. (A/L) Examination - 2018 | Amendments to be included.

[See page five
29




Department of Examinations - Sri Lanka

Confidential

18.

19.

AL ZULO/ I B -5- AREVETUA 1WWUe tittentnenornocnsossscacnonsas
The total income and total comprehensive income of this company for the year ending 31.03.2018:
Total Income (Rs.) Total Comprehensive Income (Rs.)
) 900 000 160 000
2) 930 000 505 000
3 960 000 505 000
@ 960 000 580 000
5) 1 000 000 160 000 (..... )
The profit and other comprehensive income of this company for the year ending 31.03.2018:
Profit (Rs.) Other Comprehensive Income (Rs.)
) 345 000 90 000
2) 345 000 130 000
3) 385 000 160 000
“@ 415 000 90 000
5) 415 000 130 000 (..... )

21.

. Saranga PLC is engaged in selling garments. The summarized cash account of this company for

the year ending 31.03.2018 is given below.
Cash Account (Rs.)

Balance - 01.04.2017 70000 | Creditors control 720 000
Sales 850000 | Rent expenses payable 40 000
Debtors control 550000 | Distribution expenses 180 000
Dividend income 10000 | Administrative expenses 270 000
Bank loan 500000 | Purchase of a motor vehicle 560 000
Income tax 125 000

Balance — 31.03.2018 85 000

1980 000 1980 000

The net cash flow generated from operating activities for the year ending 31.03.2018 as per 1.LKAS 7
(Statement of Cash Flows):

(1) Rs. 65000 (2) Rs. 75000 (3) Rs. 85000
(4) Rs. 115000 (5) Rs. 190000 (..-.. )
The following balances were extracted from the financial statements of Nimali PLC as at 31.03.2017.
Description Rs.
Stated capital — 80 000 ordinary shares issued at Rs. 10 each 800000 °
Revaluation reserve 300 000
Retained earnings 450 000
The information on share issues made by the company during the year ending 31.03.2018 are as follows.
Date Description

01.052017 A public issue of 20 000 shares at Rs. 15 per share was made. Applications were
received for 25 000 shares. Shares were allotted on pro-rata basis.

01.01.2018  Rctained earnings were capitalized by issuing one share for every four held as
at 01.04.2017 at Rs. 20 per share.

Profit for the year ending 31.03.2018 was Rs. 600 000.
The stated capital-ordinary shares and equity of the company as at 31.03.2018:

Stated Capital — Ordinary Shares (Rs.) Equity (Rs.)
) 1 100 000 1 850 000
2) 1 100 000 2525000
3) 1 500 000 2450 000
4) 1 500 000 2850 000

5 1 600 000 2925 000 (... )

{See nnoe cix
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22. The financial statements of Anjula PLC for the year ending 31032018 were authorized by the
directors on 15.05.2018 and the annual general meeting of the company was held on 30.05.2018.

- The following events took place in the company after 31.03.2018.

A - A building costing of Rs. 1 000 000 was destroyed due to a fire that occurred on 10.04.2018.

. B - A debtor who owed Rs. 500 000 was declared bankrupt on 05.05.2018. This debtors balance

arose due to a sale of goods on 05.04.2018.

C - A tax estimate of Rs.400 000 payable for the vehicles imported on 31.03.2018 was informed
to the company by the Sri Lanka Customs on 10.05.2018.

Which of the above event/s should be adjusted for, in the financial statements of this company
for the year ending 31.03.2018 as per LKAS 10 (Events after the Reporting Period)?

(1) A only (2) B only (3) C only
(4) A and B only (5) B and C only (..... )
23. The following information is relevant to Saman PLC for the year ending 31.03.2018.
Rs. ’000
Sales (All sales are on credit basis) 2 400
Gross profit 1400
Average inventories 200

Debt collection period for the year ending 31.03.2018 was 45 days. Assume that the numbers of
days for a year is 360.

The inventory residence period and the average debtors of this company for the year ending 31.03.2018:

Inventory Residence Period (Days) Average Debtors (Rs.)
¢ 30 53333
2) 30 125 000
3 30 300 000
@ 72 53333
(5) 72 300 000 C..... )

24. Which of the following statements is false in relation to accounting ratios of a company?

(Assume that other factors affecting each situation remain constant.)

(1) An increase in the income tax rate in the current ycar does not impact on the interest-cover
ratio.

(2) An increase in the debtors turnover ratio compared to the last year indicates the adoption of
an effective debt coilection strategy in the current year.

(3) An increase in the inventory residence period compared to the last year indicates the adoption
of an effective inventory management policy in the current year.

(4) An increase in cash and cash equivalents compared to the last year mdlcates an increase in
the liquidity ratios in the current year.

(5) An increase in the closing stock compared to the last year will not affect the quick assets ratio in the
current year.

- 25. Which of the following stalements are correct in relation to Management Accounting?
A - It is carried out at the discretion of the management.

B - It focuses on the needs of all stakeholders.

C - It i1s used for planning of futurc activities.

D - It provides information based on generally accepted accounting principles.

(1) A and B only (2) A and C only (3) A, B and C only
(4) A, C and D only (5) AA,B,Cand D C..... )

\. e

{See nmaoe <even
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26. A company uses a special type of material for the production of a product. Its re-order quantity is
8 000 units. Material usage and the lead time are as follows.
Maximum Minimum
Daily usage (units) 200 100
Lead time (weeks) 05 03"
The company works all seven days of the week.
The minimum and maximum inventory levels maintained by this company:
Minimum Inventory Level (units) Maximum Inventory Level (units)
¢)) 2 800 10 800
) 2 800 12900
3) 3 800 12 900
«@ 6 000 10 800
(5) 6 000 12 900 (..... )
27. A manufacturing company has two production departments and a service department. The budgeted
and actual information relating to these departments are as follows:
Production Departments  Service Department
Machinery Assembly Store
Budgeted production overheads (Rs.) 420 000 320 000 180 000
Budgeted direct material costs (Rs.) 500 000 400 000 —
Budgeted machine hours 52 000 2000 —
Budgeted labour hours 10 000 20 000 —
Actual machine hours 50000 1000 —
Actual labour hours 13 000 16 000 —

basis of the direct material COosts.

Overheads of the service department are re-apportioned between the production departments on the

Most appropriate overhead absorption rates for Machine

ry Department and Assembly Department:

Machinery Department

(1) Rs. 10 per machine hour
(2) Rs. 10 per machine hour
(3) Rs. 10 per machine hour
(4) Rs. 40 per labour hour
(5) Rs. 52 per labour hour

Assembly Department

Rs. 20 per labour hour

Rs. 200 per machine hour

Rs. 25 per labour hour

Rs. 25 per labour hour

Rs. 200 per machine hour (..... )

Use the following information to answer questions No. 28 and 29.

relates 1o two activity levels:
Number of units produced
2000
3000

(1) Rs. 20000 and Rs. 10
(3) Rs. 40000 and Rs. 30
(5) Rs. 60000 and Rs. 20

(1) A only
4) B and C only

(2) B only

. Which of the following statement/s is/are correc
A - Payback period method does not consider the time value of mon
B - Net present value method considers cash flows received during the total project period.
C - Accounting rate of return considers income and expenses for the total project period.

Cost per unit (Rs.)
50
40
. Total fixed cost and the unit variable cost respectively:
(2) Rs. 20000 and Rs. 20
(4) Rs. 60000 and Rs. 10

t as to the evaluation of ca

(5) Al A, B and C

A company manufactures a single product and sells at Rs. 50 per unit. The following information

29. Break-even point (in units) and contribution to sales ratio respectively:
(1) 500 and 04 (2) 667 and 04 (3) 1000 and 08
(4) 1500 and 06 (5) 2000 and 06 (..... )

3

pital investment projects?
cy.

3

A and C only
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® Write short answers for questions No. 31 - 50 on the dotted lines.

31. Which of the following stakeholders of a business entity would be most interested in each of the
information given below?

(1) Government (2) Investors (3) Lenders (4) Managers
Information Stakeholder
(Indicate the No.)

A - The entity’s ability to meet its long-term obligations ...
B - The profitability of the entity compared to the capital invested ~ ........................
C - The cost of products manufactured by the entity ...

D - The amount of taxes paid by the entity

@® Use the following information to answer questions No. 32, 33 and 34.
The following transactions took place in Gemunu PLC during the month of March, 2018. The
accounting year of the company ends on 31 March.

(1) Received cash Rs. 500000 by issuing ordinary shares.

(2) Purchased goods for Rs. 1 000 000 on credit.

(3) Revalued the land for the first time, which resulted in a deficit of Rs. 300 000.
(4) Incurred advertising expenses of Rs. 60000, and it is payable in May 2018.

32. Which of the following statements indicate the impact of each of the above transactions?

Impact Transaction
(Indicate the No.)

A - Decrease in assets and decrease in equity  .........................................
B - Increase in liabilities and decrease in equity  ...................cocooiiiiiiiii
C - Increase in assets and increase in equity ...
D - Increase in assets and increase in liabiliies  .........................._................

33. State the prime entry-book in which each of the above transactions are recorded.
Transaction Prime Entry Book

) e
() e
()
(B e

- 34. Indicate with ‘v’ the types of account under which each of the above transactions is recorded in
the general ledger.

. Transaction Type of Account
Asset Liability Equity Income Expenses

) e e
() e e e
) e e e
() e e e
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® Use the following information to answer questions No. 35 and 36.

The following information relates to Amal PLC as at 01.04.2017.

Rs. ’000
Trade receivables 900
Allowance for doubtful debts 90

The following transactions were carried out in the entity during the year ending 31.03.2018.

Rs. ’000
Credit sales 3 600
Sales returns 400
Receipt of cash for trade receivables 2 800
Bad debts written off 200

The business makes a 10% allowance for doubtful debts on the year-end balance of trade receivables.
35. The following as at 31.03.2018:
(a) Trade receivables control account balance (Rs.’000)  ......................

(b) Carrying amount of trade receivables reported (Rs.’000)  .....................

36. Journal entries to record the bad debts and doubtful debts for the year ending 31.03.2018:
Description Dr (Rs. ’000) Cr (Rs.’000)

..............................................................................

..............................................................................

(Being recording of doubtful debts)

37. The following transactions took place in Isuru’s catering business.
# 15.01.2018 - Accepted an order to supply food and received a cash advance of Rs. 100000.
# 28.01.2018 - Supplied the food for the above order and received Rs.200000 in cash.
% 05.02.2018 -Recceived the balance amount of Rs.50000 for this order.
In relation to recognition of revenue of the above order:
(a) Date of recognition of revenue TR

(b) Revenue to be recognized on this date : RS. ..........coooveveneeiiinnniinl
(c) The most applicable accounting concept : ..................c..oooiiiiiii .

38. Indicate how the adjustment of following items in the financial statements of a public limited
company will lead to increase (I), decrease (D) or no change (NC) in its profit. (These items
are not yet adjusted in the books.)

Impact on profit
(Indicate as I, D or NC)

A - Accrued electricity e
B - Interest income receivable .
C - Discounts received from creditors ...

D - Surplus on revaluation of a land for the first time ..........................................

-

[See page ten
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39. Rantharu Sports Club has 100 members. Annual subscription of a member is Rs. 2400. The
following information is given.

Description As at 31.03.2018 (Rs.) As at 31.03.2017 (Rs.)
- Subscription received in advance 24000 12000
Subscription in arrears 36000 48 000
Indicate the following of this sports club:
- (a) Subscription income recognized for the year ending 31.03.2018 Rs. ...l

(b) Total subscription received during the year ending 31.03.2018 Rs. i

40. The following information has been extracted from the profit and loss appropriation account of
Anura and Bimal partnership for the year ending 31.03.2018.

Rs. Rs.
5% interest on capital:
Anura 5000
Bimal 20000 25000
Profit share:
Anura 20000
Bimal 10000 30000

This account has been prepared by a trainee accounts clerk without considering the partnership
agreement. However, these amounts have been posted to the partners’ current accounts.

As per the partnership agreement, profits and losses should be shared between Anura and Bimal
in the ratio 3:2 respectively. There is no provision in the agreement as to interest on capital.

Write the journal entry to rectify the current account balances of the partners.
Description Dr. (Rs.) Cr. (Rs.)

41. Shantha and Yasith are partners in a business. They share profits and losses in the ratio 3:2
respectively. On 01.04.2017, Dayan was admitted as a partner and capital balances of Shantha and
Yasith on this date were Rs.1000000 and Rs.750000 respectively. The new profit and loss sharing
ratio among Shantha, Yasith and Dayan is 2:2:1 respectively. On this date, the goodwill of the
partnership was cstimated as Rs. 3000000. Further, it was decided not to maintain a goodwill
account but to adjust it through the partners’ capital accounts.

The capital balances of Shantha and Yasith after adjusting for the goodwill;

(a) Shantha RS. oo eee e (b) Yasith RS. oo e,

42. State whether the following statements are true (T) or false (F) according to Sri Lanka Accounting
Standards.

Statement T/F
Provisions are ‘possible obligations’ with uncertain timing or amount. ..................

Contingent liabilities are disclosed in the notes to the financial statements. ..................

0o = »

Year end inventory is valued at cost and net realisable value, whichever is lower. ..................
D - Changes in accounting estimates are accounted for retrospectively.  .....ccoooinn.

43. State as per LKAS 1 (Presentation of Financial Statements), the components of financial statements
in which the following items are presented.
Item Component of Financial Statements
A - Cost of sales ... PPN
B - Retained €amings .......c..cooviiiriiiiiiiiiii i e

C - Income tax PAId  .....oooiiiiiii it et e e e e ana s

D - Trade payables ... e e
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45.

Transaction Inventory turnover  Current ratio
ratio (I/D/NC) (I/D/NC)
(a) Sale of goods costing Rs. 500000 for Rs.800000
on credit e et
(b) Purchase of goods costing Rs.250000 on credit  .............ccccecee cerrenirveieinanneninn,
. The following information was extracted from the financial statements of Ananda PLC for the year
ending 31.03.2018.

Rs, ’000
Gross profit 4800
Cost of sales 7200
Other income 1500
Operating and financing expenses 4500
Other comprehensive income 1500

47.

. A company manufactures a single product ‘Beta’. The following information relates to a raw material used

- R
44. State two items each that are reported as cash outflows from investing activities and financing activities
as per LKAS 7 (Statement of Cash Flows).
Category Item

(a) Investing activities L

2O PON
(b) Financing activities SN

722 P

Inventory turnover ratio and current ratio of a retail business were 10 times and 2: 1 respectively.
But subsequently it was found that the following transactions had been omitted from the books.

When these transactions are considered, state whether the inventory turnover ratio and current ratio
will increase (I), decrease (D) or no change (NC).

The income tax rate of the company is 20% on profit before tax.
The following ratios of the company for year ending 31.03.2018:

(@) Gross profit ratio (%) ............ccccoeeenen. (b) Net profit ratio (%) ---cevoevnriinnen..

A company is planning to manufacture a type of toy. The budgeted information related to this product
for a given period is as follows.

Direct material cost per unit Rs. 2300

Direct labour cost per unit Rs. 1000

Total direct cost per unit Rs. 3300

Direct labour rate Rs. 200 per hour .
Production overhead absorption rate Rs. 300 per direct labour hour
Non-production overheads 20% of the total cost

Indicate the following:
(a) Budgeted production overheads per unit Rs. e

{b) Budgeted production cost per unit RS, e
(c) Budgeted total overheads per unit Rs.

in its production.
Annual consumption of the material 10000 units
Ordering cost Rs. 400 per order
Holding cost Rs. 200 per unit

Indicate the following:

(a) The economic order quantity (EOQ) of this raw material ...............ccocevermeeinrininiiniininnn..

(b) No. of orders to be placed per annum based on the EOQ ...........ccooeveemieniieineninnnninnnn..

[See page twelve
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49. A company produces a single product and sells at Rs.60 per unit. If the company sells 16000 units,
the loss per unit is Rs. 10 and if it sells 40000 units, the profit per unit is Rs. 8.

Indicate the following:
(a) Total fixed cost RS,
(b) Contribution per unit RS, s
- (¢) Break-even point Units ..o,

S0. A company has decided to air-condition its factory to improve employee performance. The cost of
the air conditioner is Rs.1500000. It has a 5-year useful life with no residual value. It is estimated
that annual income will increase by Rs.600000 due to the increase of employee performance. Further,
an additional maintenance expense of Rs.240000 per annum will be incurred for the air conditioner.
The company depreciates its property, plant and equipment on the straight-line method.

Indicate the following for the proposed project:
(a) Estimated net cash flow of year one RS, o,
(b) Expected annual net profit Rs.
,Marks
s
N ./
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\ Three hours Additional Reading Time - 10 mibutes

(Use additional reading time to go through the question paper, select the questions and decide on the )
L\que:stions that you give priority in answering.

-/
(Instructions: ]

% Answer six questions only, including questions one and two.

#% Begin each answer on a fresh sheet of paper.

% Relevant workings should be attached to the answer script. |

1. Hiruka PLC is engaged in a retail business. Its trial balance as at 31.03.2018 is given below.

Description Dr. (Rs.’000) Cr.(Rs.’000)
Property, plant and equipment — carrying amount ....................o.ei.ee 65 500

PUTCRASES ettt et ettt et r e 41 850

Trade receivables.. ... .o 22 600

Inventory as at 01.042017 ... 9750

Cash and cash equivalents..............oovviiiiii 1250

AdminiStrative EXPEMSES . ... viuieiretieiiaatirii et aanestaeeiaraaaas 7 100

DISIFIDULION COSE ..t ivivininre ittt an et e et s e e eeaneens 9 850

Income taxX Paid ......cocovieiiiiiiiiiii 1100

| [ T O P 83 000
Trade payables........ocovviiiiniiiiiiiii 12 500
Provision for warranty as at 01.04.2017 ... 670
Stated capital — ordinary shares ..., " 35000
Revaluation reserve on land as at 01.04.2017 ...l 5000
Retained earnings as at 01.04.2017 ... 6 880
Accrued adminiStrative EXPenSES .........c.veeereeiiiiieiininiiisesesenenennenes 250
2T 1) e | | DU 12 000
Provision for income tax as at 01.04.2017 (for the year ending 31.03.2017) 450
CommiSSiON INCOME  ...viieiiietit ittt iitir s it re et eanaas 3250

159 000 159 600

Additional Information:

The following adjustments are to be made in preparing the financial statements for the year ending
31.03.2018.

(1) The inventory consists of three categories and their cost and net realizable value (NRV) as at
31.032018 were as follows.

Category Cost (Rs.’000) NRV (Rs. ’000)
Milk 4200 4400
Rice 2500 2100
Sugar 3800 3900
Total 10500 10400
— _J

ro
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(if) The administrative expenses for the current year consist of the following items,
Item Rs. 000
Salaries patd ... 2700
Employee Trust Fund (ETF) ... 90
a Directors’ fees ...ooviiiiiiiii e, 1500
AUdIt feeS ..iveiiii s 610
Depreciation eXpenses ........cccoeceecienerrenerernnn, 2200
- Total 71

(iii) The salaries included in the administrative expenses represent the net salary paid to employees.
Net salary has been calculated after deducting employees’ contribution to the EPF. The employer
and employee contributions to EPF are 15% and 10% respectively. However, both employer and
employee contributions to EPF for the current year have not been paid to the Central Bank of
Sri Lanka and also not recorded in the books of accounts.

(iv) The composition of property, plant and equipment and their accumulated depreciation as at
31.03.2018 was as follows.

Description Annual Cost / Accumulated Carrying

Depreciation Revalued Amount Depreciation Amount

Rate on Cost (Rs.’000) (Rs.’000) (Rs.’600)
Land - 25500 - 25500
Buildings 5% 28000 80600 20000
Motor vehicles 20% 16 500 4500 12000
Office equipment 10% 10000 2000 8000
Total 80000 14500 65500

(v) While motor vehicles are used for distribution of goods, all other property, plant and equipment |
items are used for administration purposes. All depreciable asscts are depreciated using the .
straight-line method. Depreciation for the current year has been provided. E

(vi) The land of the business was revalued for the first time on 31.03.2015 for Rs.25500000. The
land was revalued on 31.03.2018 for Rs. 19500000 for the second time and it has not yet:
been accounted for. ‘

(vii) The construction of a new building costing Rs. 4000000 was completed on 31.03.2018 and the
adjustments related to the new building have been properly accounted for in the books. '

(viit) A motor vehicle costing Rs.2 500000 was disposed for Rs. 1500000 on 31.03.2018. This motor
vehicle was purchased on 01.10.2016. This disposal has been properly accounted for and the |
loss on disposal of the motor vehicle has been recorded under distribution cost. ’

(ix) There were no other additions or disposals of property, plant and equipment during the year.

(x) The company sells products with a one-year warranty period. The company has paid
Rs. 450000 as warranty expenses during the current year for sales made in the previous year.
This is included under distribution cost of the current year. The provision for warranty as at
31.03.2018 has been estimated as Rs.750000.

(xi) The bank loan obtained on 31.03.2018 is payable in 5 annual instalments of Rs.3 580000 each
commencing from 31.03.2019. The interest rate for the loan is 15% per annum.

(xii) Income tax paid includes Rs.350000 paid for the previous year and payments for the first three
quarters of the current year. The income tax liability for the last quarter of the current year
was estimated as Rs.400000 and it has to be adjusted for in the financial statements.

Required :
The following financial statements (including notes) of Hiruka PLC for publication as per
LKAS 1 (Presentation of Financial Statements):
(1) Statement of Profit or Loss and Other Comprehensive Income for the year ending 31.03.2018
(2) Statement of Changes in Equity for the year ending 31.03.2018
(3) Statement of Financial Position as at 31.03.2018
(Total 20 marks)

AN S/
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2. (a) Amal, Bimal and Chamal partnership is engaged in a manufacturing business. The following
information has been extracted from its Statement of Financial Position as at 31.03.2017.

Rs.2000
Inventory :
Raw material .................... i 600 -
Work-in-progress (valued at production cost) ...... 800
Finished goods ............cocoiiiiiiiiii 1200
Capital Accounts: -
Amal 10000
Bimal ... 6000
Chamal ... 4000
Current Accounts:
Amal 1200
Bimal ..o 1000
Chamal ... ... 600
Loan Account — Amal ..............cciiiiiiiii 4000

Additional information :
(i) The terms of the partnership agreement are as follows:
e Amal, Bimal and Chamal share profits and losses in the ratio of 5:3:2 respectively.
e Partners are entitled to an annual interest of 10% on the opening capital balances.
o Partners are entitled to an annual interest of 12% for the loans provided.

(ii) The following information is provided for the year ending 31.03.2018.

Rs.’000
Raw material purchases .................cocoeviviiieninen., 1400
DIirect Wages .....ooovviiiiiiiiiiiiiiii e 700
Administrative and distribution expenses ............... 2350
Finance eXpenses: ..........ccocoviviiiiiiiiiiiniiiiiniainns 350
Sales i 9700
Production overheads ...................... 300

(iii) Inventory as at 31.03.2018:
Rs.’000

Raw material ...........coooiii 1000
Work-in-progress (valued at production cost) ......... 600
Finished goods ............c.c.cooii, 1500 R

(iv) Interest on Amal’s loan has not been paid and no entry has been made in the books in
this regard.

(v) Chamal is paid a monthly salary of Rs.10000 for serving as the manager of the factory.
The salaries paid to Chamal for a 10 month period has been included in production
overheads. Salaries for the balance period have been neither paid nor accounted for.

(vi) The depreciation for the current year is Rs.1400000 and it has been accounted for under
administrative and distribution expenses. This amount has to be equally distributed between .
the factory and the administration office.

(vii) Bimal retired from the partnership with effect from 31.03.2018 due to ill-health. On this
date, his share of goodwill was estimated and accounted for as Rs. 2 100000. Of the amount
due to him, Rs.3000000 was paid for his medical treatment at the time of retirement and
the balance was transferred to a loan account. Amal and Chamal decided to continue the
partnership by sharing profits and losses in the ratio of 5:2 respectively.

Required :

(1) Income Statement of Amal, Bimal and Chamal partnership for the year ending 31.03.2018
(including appropriations to partners)

(2) Capital and Current Accounts of Partners for the year ending 31.03.2018

(3) Bimal’s Loan Account

(10 marks)
- /

ISee nroe frur
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(b) A fruit drink processing company produces two types of fruit drinks (Mango and Pineapple).
It has a factory consisting of two production divisions—Processing and Bottling, and a service
division—Store. The factory and store are located in separate buildings.

The budgeted information at the activity level of 50000 units for a onc year period is as

follows.
Description Factory Store Total
(Rs.) (Rs.) Rs.)
Rent 180000 50000 230000
Indirect wages ? ? 400000
Electricity charges 120000 30000 150000
Machinery insurance 90000 20000 110000
Rates for buildings 90000 30000 120000
Charges for security services ? ? 360000
Description Processing Bottling Store
Number of indirect employees 10 15 15
Floor area (square meters) 12000 18000 8000
Production machinery cost (Rs.) 400 000 200000 -
Cooling machine cost (Rs.) - - 250000
Machine hours for the period 100000 65000 -
Number of security personnel 2 2 8
Total kilowatt hours for the period 3000 2000 1000

Additional information:

(1) Production machinery and the cooling machine are depreciated annually at 10% and 8%
respectively on straight-line method.

(if) The total overheads of the Store is re-apportioned between Processing and Bottling divisions
on the basis of cost of production machinery.

(iii) Overheads of the production divisions are absorbed based on machine hours.

(iv) The following information relates to a bottle of Mango Drink.

Description Per one bottle
Actual time spent:  Processing Division 12 minutes '
Bottling Division 6 minutes
Direct costs: Raw material Rs. 6.40
Labour Rs. 5.00
Non-production variable overheads Rs. 4.00

(v) Non-production fixed overheads is Rs. 300 000.

(vi) Profit margin is 20% on the selling price of each product.

Required :
(1) The Overhead Analysis Sheet showing clearly the bases of apportionment (including
re-apportionment of Service Division overheads)

(2) Overhead absorption rates for two divisions — Processing and Bottling
(3) Cost of production per bottle of Mango Drink

(4) Budgeted selling price per bottle of Mango Drink (10 marks)
(Total 20 marks)

S/

[See page five
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3. Saman commenced a stationery trading business on 01.01.2018. All cash transactions of the business

are carried out through a bank current account. Saman while serving as the manager of the business
recruited an employee to assist in carrying out sales and maintaining inventory.

The following transactions took place in the business during January, 2018.

No. Date | Cheque No. Transaction

1 01/01 Saman invested Rs.600000 in cash and brought Rs. 180000 worth
of furniture.

2 03/01 5001 Purchased stationery for Rs.300000 on cash.

3 07/01 4450 Stationery costing Rs. 100000 was sold for Rs. 150000 on cash.

4 10/01 Stationery costing Rs.150000 was sold on credit to Gamini for
Rs. 200000.

5 12/01 Purchased stationery for Rs.400000 on credit from Jayamal PLC.

6 12/01 Stationery costing Rs. 300000 was sold on credit to Nimal for
Rs. 280000.

7 15/01 6005 Received the full amount due from Gamini.

8 18/01 2005 Stationery costing Rs. 150000 was sold for Rs. 120000 on cash.

9 25/01 Paid salaries:

5002 Saman Rs. 50000
5003 Assistant Rs. 25000

10 26/01 5004 Office expenses incurred for the month was Rs.40000, of which
Rs.30000 was paid.

11 29/01 3010 Received the full amount due from Nimal after allowing a discount
of Rs. 10000.

12 30/01 5005 Settled the amount due to Jayamal PLC.

N

The bank statement of the business for the month of January received on 03.02.2018 w.

as as follows:

Saman Traders
Account No. 5063-7000-8002
Date Description Debit (Rs.) | Credit (Rs.) | Balance (Rs.)
01/01 Cash deposit 600 000 600 000
03/01 Cheque No. 5001 300000 300000
07/01 Cheque No. 4450 150000 450000
15/01 Cheque No. 6005 200000 650000
18/01 Cheque No. 2005 120 000 770000
95/01 Cheque No. 5002 50000
Cheque No. 5003 25000 695000
26/01 Cheque No. 5004 30000
Bank charges 5000 660 000
31/01 Balance 660 000
Required :

(1) Show the impact of transactions 1 to 12 (with values) using the accounting equation and
of the value. (In answering

state whether each value increases (+) or decreases (-) in

front

this question, use a format similar to the one given below.) (Rs.’000)
Assets Liabiliti Equi
Transaction Trad Trad : le(:th qmtli ined
No. e ade er . etaine
PPE | Inventory Receivables Cash Payables | Payables Capital Earnings

(2) Cash Receipts Journal for the month ending 31.01.2018

(3) Bank Reconciliation Statement for the month of Janu
per bank statement)

ary 2018 (Start with the balance as

(Total 15 marks) )
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4. Mithun (Pvt) Ltd is operating a bookstore. Its transactions for the month of March 2018 are as
follows:
Amount (Rs.)

Transactions with Nathan Publishers:

Purchase of books on credit (Invoice No. 15670) ..................... 550000
Return of books that did not match the specifications ............... 50000
Cash payments subject to 5% cash discount ........................... 475000
Purchase of books on cash..................cooeevvviiiiiiniiiie e 100000
Transactions with Samanala Publishers :
Purchase of books on credit (Invoice No. 13209)-list price ...... 410000
Trade discount deducted ....................cooeoiiiiiiiiiii i 10000
Cash payments ............cooooiiiiiiiiii i 300000
Purchase of books on cash.................ccoeeeriiiiiiniiiil 150000
Sales (with 20% profit margin on selling price)
Cash o 800 000
Credit..oooe e 500000
Cash received from debtors................c.cooooiieeiiii 420000
Salaries paid to employees:
Manager = Jimadasa ...l 63000
Store Keeper ~ Siripala ...............cccooveiiiiiiiii 45000
Sales Assistant — Sugath......................... 27000
Rent paid ... 72000

Additional Information :
(i) Salaries of all employees for March 2018 have been paid after deducting the following:

Contribution to Employee Provident Fund (EPF).................. 8% of gross salary
Employee Welfare Fund (EWF)-monthly contribution ......... 2% of gross salary

(i) The company contributes 12% and 3% of the gross salary to EPF and Employee Trust Fund
(ETF) respectively.

(iii) The company remits cash to EPF, ETF and EWF of each month on the 10" day of the following

month.
(iv) Carrying amounts of assets and liabilities as at 01.03.2018:
Item Rs.
Inventory of BOOKS ...............ccooiiiiiiiiin, 150000
Trade payables ...................................... 120000
Trade receivables ................................ 180000 ,
EPF payable ....................oocoiiii 30000
ETF payable................oooooooiiiiiiin 4500
Amount payable to EWF ........................... 3000
Cash ..o 50000

(v) The bookstore is maintained in a rented building and the rent paid relates to a six-months
period commencing on 01.03.2018.
Required :
(1) Payroll for the month of March 2018 using a format similar to one given below :

Employee Gross Deductions (Rs.) Total Employer Contributions (Rs.)
. Net Salary
Name | Salary(Rs.) | gpp EWF | Deductions EPF ETF
(Rs.) (Rs.)

(2) Employee related total expense for the month ended 31.03.2018 (Show each expense item
separately)

(3) Purchases Journal and Cash Payments Journal for the month ended 31.03.2018

(4) Following assets and liabilities as at 31.03.2018:
(1) Inventory of books (i) Trade Receivables
(i11) Trade Payables (iv) Other Payables
\___ (v) Prepaid Expenses (Tortgl 15 marks)
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5. (a) A company has decided to purchase a new machine costing Rs.4000000 and its estimated useful
life is 4 years. The Net Present Value (NPV) of this project has been calculated as Rs. 600000
positive at 10% discount rate. However, the Accountant of the company has later found that the
following cash flow items have not been considered in this calculation.

Item No. Description Amount (Rs.’000)
1 Annual operating cost savings 300 .
2 Sales value of the old machine 200
3 Sales value of the new machine at the end of the 500 ~
project period
Installation charges of the new machine 1200
5 Annual subscription payable to Central Environment 200

Authority (Payable from end of year 1)
Discounting factors at 10%:

Year 0 1 2 3 4
Discounting factor at 10% 1 091 0.83 0.75 0.68
Required :
(1) Show with values the annual cash inflows as (+) and outflows as (-) of items No. | — 5.
(Use the format similar to one given below): (Rs.’000)
Years
Item No. 0 1 > 3 p
1
2
3
4
5

(2) Revised net present value of the project at 10% discount rate and the recommendation
(05 marks)

(b) The summarised Statement of Financial Position as at 01.01.2017 of an Old Boys Association of
a school is as follows:

Description Rs.’000
Assets :
Property, Plant and Equipment-carrying amount ...... 4500 :
Inventory of stationary ......................coa, 80
10% Fixed Deposit ..........cccoiiuiiiiiniininannennnn,., 1400
Cash ..o, 20
6 000
Equity and Liabilities:
Accumulated Fund ..., 4580
Building Construction Fund................................. 1400 -
Accrued Electricity Expenses ..............cccoeieiiii.. 20
6 000
Additional Information ; , -
(i) Association has 800 members as at 31.12.2017 including those who have obtained membership

during 2017.
(1)) The fixed deposit was opened on 31.12.2016 for a six-month period using the cash received for
the building construction fund.
(ii) The cash receipts during the year:
e Entrance fees of 50 new members at Rs. 1000 each. (All new members joined the
Association on 01.01.2017)
e The annual subscription of Rs.2000 per member has been received from 640 members.

o The fixed deposit has matured on 01.07.2017 and cash was received including interest income.
e /

FO L il ST
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(iv) Payments during the year:
o Electricity charges Rs. 120000 including Rs.20000 payable for the month of December

2016

e Refreshments for the annual general meeting Rs. 170000
o Purchase of stationary Rs. 200000 (Inventory of stationary as at 31.12.2017 was Rs. 40 000)

e Maintenance expenses Rs. 160000

o Completed the construction of the association’s building using Rs. 1000000 of the cash

received on maturity of the fixed deposit

Required :

With respect to the Old Boys Association :
(1) Cash Account for the year ending 31.12.2017

(2) Income Statement for the year ending 31.12.2017
(3) Equity as at 31.12.2017 (Use a format similar to the one given below)

(v) The annual get together of the association was held in the new building on 31.12.2017.
The expenses incurred in this respect were Rs. 550000, which was paid on 10.01.2018.

(vi) Annual depreciation on property, plant and equipment was Rs.450000.

\

Description

Equity Items (Rs.’000)

Accumulated Fund

Building Construction
Fund

Balance as at 01.01.2017
Additions:

Balance as at 31.12.2017

..............................

..............................

Inventory
Trade Receivables
Cash and Cash Equivalents
Total Assets

Revaluation Reserve
Retained Earnings
Long-term Loans
Trade Payables
Provision for Income Tax
Bank Overdraft

Description

Property, Plant and Equipment - carrying amount...

Stated Capital-ordinary shares

.......

......................

6. The summarized Statements of Financial Position of Bowatta PLC as at 31.03.2018 and 31.03.2017
are given below.

As at 31.03.2018 As at 31.03.2017

(Rs.’000) (Rs.’000)

28000 19000

....................... 9680 8 800
....................... 9 500 10500
....................... 5020 2200
....................... 5230 30500
....................... 22 800 18000
....................... 2000 -
....................... 5200 2500
....................... 10 500 10 100
....................... 8 600 8100
....................... 500 400
....................... 2600 1400
....................... 52200 40500

(10 marks)
(Total 15 marks)
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Additional Information:

(i) The profit before tax and after tax for the year ending 31.03.2018 were Rs.6000000 and
Rs.4 500000 respectively.

(i1) Total interest expense on long-term loan for the year ending 31.03.2018 was Rs.600000.
The accrued interest in this respect was Rs.400000 and it has been erroneously added to
the long-term loan balance as at 31.03.2018.

(iii) Depreciation expenses for the year ending 31.03.2018 was Rs.1250000. During the year
ending 31.03.2018, a new motor vehicle was purchased for cash and the land was revalued
for the first time resulting a surplus. There were no other additions or disposals of property,
plant and equipment during the year.

(iv) The company made a public issue of shares during the year and paid an interim dividend
for ordinary shareholders on 01.01.2018.

(v) Long-term loan is payable from 31.03.2020.

Required :

(1) Statement of Cash Flows for the year ending 31.03.2018 as per LKAS 7 (Statement of

Cash Flows). (Use the indirect method to calculate cash flows from operating activities.)
(10 marks)
(2) Following ratios for the current year :
(i) Current ratio
(i) Quick assets ratio
(iii) Return on equity ratio
(iv) Debt-equity ratio
(v) Interest cover ratio (05 marks)
(Total 15 marks)
7. (a) The annual operating capacity of a company which produces a single product is 1500 units.

The budgeted information of the product for the year 2019 is given below.

Annual production and sales ........................ 1200 units

Rs. per unit:

Selling Price ........ooooiiiiiiiiiiiiii 1200
Direct material ............cooviiiiiiiiiiii 160
Direct labour (paid on unit basis) ...................ollL 180
Variable production overheads....................ooll 100 )
Variable non-production overheads .......................... 200

Annual fixed production overheads........................... Rs. 132000

Annual fixed non-production overheads ..................... Rs. 180000

Required :

(1) Variable cost per umit

(2) Production cost per unit

(3) Profit per unit

(4) Total cost at the activity level 1500 units (05 marks)

\_ _J
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(b) An education institute in Kandy is planning to introduce a Diploma Programme in Accounting. It
will be conducted during week-ends in a rented premises. This programme consists of 10 subjects
f and each subject will be taught for 15 hours. The duration of the programme is 6 months. Further.
each student should submit a project report at the end of the program.
. The budgeted income and expenses of this programme is given below.
Income:
b Programme fee ........................... Rs. 60000 per student
Examination fee........................... Rs. 5000 per student
Expenses:
Payment for lecturers:
- Lecture fees .......c....ccoeieenene. Rs. 2000 per hour
- Assignment marking fees......... Rs. 600 per student per subject
- Project report evaluation fees... Rs. 10000 per report
Study material cost ..................... Rs. 500 per student per subject
Programme manager’s salary ......... Rs. 45000 per month
Rent for the building .................. Rs. 40000 per month
Operating expenses ..................... Rs. 70000 for the six-month period
Examination expenses .................. Rs. 400 per student per subject
Required :
(1) Contribution per student
(2) Total fixed cost of the programme
(3) The number of students to be enrolled to cover the total cost of the programme
(4) The number of students to be enrolled to the programme to earn a profit of Rs. 200000
(5) The minimum programme fee to be charged from a student if the expected profit and the
number of students to be enrolled are Rs.350000 and 30 respectively
(10 marks)
(Total 15 marks)
¥
-
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