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Common Techniques of Marking Answer Scripts.

It is compulsory to adhere to the following standard method in marking answer scripts and
entering marks into the mark sheets.

Use a red color ball point pen for marking. (Only Chief/Additional Chief Examiner may
use a mauve color pen.)

Note down Examiner's Code Number and initials on the front page of each answer script.

Write off any numerals written wrong with a clear single line and authenticate the
alterations with Examiner's initials.

Write down marks of each subsection in a A and write the final marks of each question
as a rational number in a with the question number. Use the column assigned for
Examiners to write down marks.

Example: Question No. 03

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

MCQ answer scripts: (Template)

1.

Marking templets for G.C.E.(A/L) and GIT examination will be provided by the
Department of Examinations itself. Marking examiners bear the responsibility of using
correctly prepared and certified templates.

Then, check the answer scripts carefully. If there are more than one or no answers Marked
to a certain question write off the options with a line. Sometimes candidates may have
erased an option marked previously and selected another option. In such occasions, if the
erasure is not clear write off those options too.

Place the template on the answer script correctly. Mark the right answers with a'\" and the
wrong answers with a 'X' against the options column. Write down the number of correct
answers inside the cage given under each column. Then, add those numbers and write the
number of correct answers in the relevant cage.
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Structured essay type and assay type answer scripts:

1. Cross off any pages left blank by candidates. Underline wrong or unsuitable answers.
Show areas where marks can be offered with check marks.

2. Use the right margin of the overland paper to write down the marks.

3. Write down the marks given for each question against the question number in the relevant
cage on the front page in two digits. Selection of questions should be in accordance with
the instructions given in the question paper. Mark all answers and transfer the marks to
the front page, and write off answers with lower marks if extra questions have been
answered against instructions.

4. Add the total carefully and write in the relevant cage on the front page. Turn pages of
answer script and add all the marks given for all answers again. Check whether that total
tallies with the total marks written on the front page.

Preparation of Mark Sheets.

Except for the subjects with a single question paper, final marks of two papers will not be
calculated within the evaluation board this time. Therefore, add separate mark sheets for each of
the question paper. Write paper 01 marks in the paper 01 column of the mark sheet and write them
in words too. Write paper Il Marks in the paper II Column and wright the relevant details. For the
subject 51 Art, marks for Papers 01, 02 and 03 should be entered numerically in the mark sheets.

kg

T e
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Paper 1

Confidential

Question

Answer
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5

(04 Marks for each right answer for Questions 1 -30, Total Marks 120)
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31.

32.

33.

34.

35.

36.

A - T/ True
B - T / True
C - T/ True
D - F /False

(a) Rs.270 000
(b)  Rs. 180 000

®® OCG®

A - Purchase Journal
B - General Journal
C - Sales Journal
D - Cash Payments Journal
A Increase/+ Rs. 90 000

B Decrease/- Rs. 50 000

(1) Revaluation of property, plant and equipment
(2) Valuation of inventory at lower of cost and net realizable value

(3) Recording of leased assets and leased liabilities based on present value of
future cash flows (Lease rentals)

(4) Measurement of Assets and Liabilities at Fair Value

(02 Marks each for any correct answer x 2)
Rs.

. Unearned Income Account/Advance Account DR 60 000
Trade Receivables/Debtors Control Account DR 120 000
Sales Account CR 180 000

. Sales Promotion Expenses Account DR 30000
Prepaid Sales Promotion Account | CR 30000

Or
Pre-paid Promotion Expenses Account DR 60 000
Sales Promotion Expenses Account DR 30 000
Cash Account CR 90 000
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37.

38.

39.

40.

4].

42.

43.

C O w >

c o= »

O w

O a w »

(b)

(a)
(b)

(b)

- Expense
- Equity

- Liability
- Asset

- F / False
- T/ True
- T/ True
- F / False

OO e ©O0

- Contribution to Capital/ Opportunity Cost of Capital/ When

Capital Contribution Ratio is different to Profits and Losses

Sharing Ratio

- Contribution to Management in the Capacity of a Partner

- Risk Taking

- T/ True
- F / False
- F / False
- T/ True
Investors, Lenders, Other Creditors

(Give 02 Marks if two are available.)

Resource, Past

Rs. 394 500
Rs. 975 500
Rs. 2 500 000
Rs. 1200 000
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44. A -  F/False
B - F / False
C -  T/True
D -  T/True
45. (a) Rs. 850000
(b) 1.7:1
46. A - F / False
B - T/Tre
C - F/False
D - T/ True
47. A - Material/Stores Requisition Note / (MRN)/ (SRN)
B - Goods Received Note / (GRN)
C - Job Card / Job Ticket / Time Sheet
D - Electricity Meter Reading/Electricity Bill
48. A -  3000kg
B -  7000kg
49. (a) Rs.500
(b) Rs. 60000
(c) 120
50. (a) Rs. 700000
(b)  Rs. 400 000
(80 Marks)
Question No. 1-30 120 Marks
31-50 80 Marks
200 Marks
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Question No. 1

6))

Statement of Profit or Loss and Other Comprehensive Income for the year ending 31.03.2020

Vinuga PLC

Notes

Rs.'000

Sales
Cost of sales

Gross profit
Distribution cost
Administrative expenses
Other expenses

Finance cost

Profit before tax
Income tax expense

Profit for the period

Other comprehensive income
Change in revaluation surplus

Total comprehensive income

01
02

79 000
(51 038)

27962

(5 500)

()
(5 487)
(2 250)

(1.900)

12 825

(170,
12 055

(3.500)
8555

WR1

WR 2
WR3
WR 4

Confidential

Note 01: Profit for the year has been calculated after charging expenses including the following:
Rs.'000

Directors remuneration

Depreciation on property, plant and equipment

Claim for compensation for a customer
Audit fees

Finance cost

Revaluation Deficit

(01 Mark each for any item with value x 2)

900
3200
550
275
1900
1 000

Provision for current year tax

Total

Note 02: Provision for Income Tax

Under provision for previous year tax

Rs.'000

650

B E

[\e)

[en)
RIS
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Workings (WR) — (Rs’000):

WR 1 Cost of Sales
Balance

Inventory based on FIFO
Inventory based on WAC
Total

WR 2 Distribution Cost

Balance

Advertising expenses

Reversal of motor vehicle depreciation
Revised motor vehicle depreciation
Total

WR 3 Administrative Expenses
Balance

Reduction in directors remuneration
Direct cost of lease

Reversal of building depreciation
Revised building depreciation
Total

WR 4 Other Expenses
Balance

Reversal of provision for claim
Revised claim

Revaluation deficit

Total

(6 750)[01]
6 488

(1 550)
1100

(725)
600

(800)
550 [01]

(The above workings can be presented as accounts)

51 300

262
51038

5600
350

450

6462
(350)
(500)

125

1500

(250)
1,000

=

HI=

Confidential

(20 Marks)
@
Vinuga PLC
Statement of Changes in Equity for the year ending 31.03.2020
(Rs'000)
Stated ‘Capltal Revaluation | Retained
- Ordinary . Total
Reserve Earnings
Shares
Balance as at 01.04.2019 25000 3500 5650 | 34150
Total comprehensive income (3 500) . 12055 | 8555
Balance as at 31.03.2020 25000 0 17705 | 42705
(02 Marks)
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Vinuga PLC

Statement of Financial Position as at 31.03.2020 '

Non-current assets
Property, plant and equipment

Current assets

Inventory

Trade receivables

Income tax recoverable
Cash and cash equivalents
Total assets

Equity
Stated capital - ordinary shares

Reserves
Retained earnings

Non-current liabilities
Lease liability

Current liabilities
Trade payables
Lease liability
Unearned revenue
Other payables

Total Equity and Liabilities

Notes

Rs'000

03

04

05

58 675

6 750
5400

80
1250

72 155

25000

17 705

10 077

15 500
2523
500
850

® ®

@

02

72155

Confidential
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Note 03 : Property, plant and equipment (Rs'000)
o a. Plant & Motor Office
Cost/value Land Buildings Machinery | Vehicles | Equipment Total
Balance as at 01.04.2019 22 500 9500 - 9500 7500 | 49000
Additions/Revaluations 5000 13 100* 6 000 24100
Disposals/Revaluation -
Deficit (4 500) (4 500)
Balance as at 31.03.2020 18 000 14 500 13,100 15 500 7500 | 68600
Accumulated
Depreciation @
Balance as at 01.04.2019 3775 - 1 950 1000 | 6725
Depreciation for the year 02 600< - 1100 > 1500 | 3200
Balance as at 31.03.2020 4375 - 3050 2500 9925
Carrying amount as at
31.03.2020 18 000 10125 13,100 12 450 5000 58 675
*01] Mark for 12,600
Note 04: Income Tax
Receivable Rs.’000
Tax paid during the year 1250
Balance as at 01.04.2019 (400)
Provision for current year tax (770)
Total 80
Note 05: Other Payables Rs.’000
Provision for claim 550
Accrued administrative expenses 300
Total 850
(18 Marks)
(Total 40 Marks)
Question No. 1
1 2 3 Total
20 02 18 40
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Question No. 2
(@ @
Income statement for the year ending 31.03.2020
Sales 6 000
Cost of sales (1750)
Gross profit 4250
Operating expenses (2 560) ;
Licencing fee (10) ‘
Loan interest 30) WR1
Net profit 1650
Interest on capital:
Nethu 200
Muthu 100 ‘ (300)
Salaries:
Nethu 600 }
Muthu 600 (1 200)
Profit share:
Nethu 100
Muthu N 50 (150)
Working (WR1): Loan interest
01.04.2019 t0 30.09.2019  (800x5%x6/12) 20
01.10.2019 t0 31.03.2020  (400x5%x6/12) 10
30
(10 Marks)
2) Capital Accounts (Rs.000)
Nethu | Muthu | Ganga | Nethu | Muthu Ganga
Capital (Goodwill) | 750 450 300 B/B/F 2000 | 1000 -
B/C/F 2250 1050|2700 | Cash 3000
Capital (Goodwill) 4l_i)g)_ __5_()3 01
3000 | 1500 | 3000 3000 | 1500 3000
(03 Marks)
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Current Accounts ( Rs.000)

Confidential

Goods drawings

Cash drawings

Nethu Muthu
60 40
|40

500

B/B/F

Licencing fee

Nethu

Muthu

400

10 (01)

200

Insurance premium 40 Interest on capital 200 100
p p
B/C/F 750 870 Salary @ 600 600
————p
Profit share 100 50
—
1310 950 1310 950
(07 Marks)
(20 Marks)
(b)
(1) Overhead Analysis Sheet (Rs’000)
Production Service
Description Basis of Apportionment Total Departments Department
Assembly | Finishing Stores
Indirect wages No. of employees/(20:12:3) @ 700 400 | 240 go
Production managers’ | No. of managers/(2:1) 900 600 300
salary >
Rent Floor area/(3:2:1) 960 | 480 | 320 160
Electricity Kilowatt hours/(4:2:1) 350 200 | 100 50
Depreciation on Machinery cost/(3:2) 800 480 320
machinery <€ >
Other production Direct 290 190 70 30
overheads <€ >
4000 2 350 1350 300
Stores overheads Equal 150 @ 150 (300)
Re-apportionment
Total production overheads 4000 2500 1500
(14 Marks)

L
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(2) Overhead absorption rate per machine hour (Rs.) Assembly Finishing

0@ %@

Working:
Total production overheads (Rs’000) 2500 1500
No. of machine hours (In ‘000) 50 60
Overhead absorption rate (Rs.) 50 25
(04 Marks)
(3) Total administrative overheads (Rs.000) 250
Working: Rs’000
Indirect wages 50
Rent 120*
Electricity 50%*
Office equipment depreciation 30*
Total 250
(* any two items maximum marks) (02 Marks)
(20 Marks)
(Total 40 Marks)
Question No. 2
Part 1 2 3 Total
(a) 10 10 - 20
(b 14 04 02 20
40
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Question No. 3
(Rs.000)
= E ! iz g g s % &g’ - | g2 52 § E £
T | 5 |Ef E%E| 8 | I E3|5%|zE| g
EOITE| e ST|TETE=E
ol
Opening
Balances 900 160 130 274 100 400 90 12 10 | 1052
Transactions:
Q) +360 +360
(ii) +130 -60 +70
(iii) -86 +140 +54
>iv) -12 -12
) -50 +45 -5
(vi) -30 +40 -10 | +20
(vii) -6 -6
-4
(viii) "
(ix) -67 -50 -17
x) -154 | +294 +140
(xi) -34 -50 -84
. =12 -12
() +11 -11
(xiii) 8 +3 5
(xiv) +14 +14
(xv) -20 -20
Closing
balances @)"*1 260 6 374 220 141 710 | 160 | 11 0 |[1120
*(01 Mark each for two opening balances - Maximum 02 Marks for 10 balances)
** (01 Mark each for two closing balances - Maximum 03 Marks for 10 balances)
(30 Marks)

Question No. 3

Total

30

L ]
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Question No. 4
1)
(i) Purchase Journal (Rs.”’000)
Date Description Amount

Saman Traders 500

Amal Traders 400
Mahesh Traders 200

Total 1100

(04 Marks) |

|
(ii) Sales Journal (Rs.’000)
Date Description Amount
Gamage Traders 300
Nadun Traders
Total 750
(03 Marks)
(iii) Cash Receipts Journal (Rs.’000)
Analysis
Date Description Discount | Amount
Sales Debtors
Namal Traders 5% 75 75%
Gamage Traders 50 50%
Sumudu Traders 10* 500 500%*
Cash sales 900 900*
Total 15 1525 900 625

*(Any two correct items excluding the items in the amount column and totals - 01 Mark each, for six
items maximum @ Marks)

(03 Marks)

el ]
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(iv) Cash Payments Journal (Rs.’000)
Date Description Discount | Amount Analysis
Creditors | Expenses | Other
Saman Traders 10* 290 290%*
Amal Traders 200 200*
Mahesh Traders 150 150*
Staff salaries 552 552%
EPF remittances 120 120*
ETF remittances 18 18*
Other expenses 250 250%
Total 10 1580 640 802 138

*(Any two correct items excluding the items in the amount column and the totals - 01 Mark each, for eight

items ~ Maximum Marks)

(04 Marks)
(14 Marks)
)@ Cash Account (Rs.’000)
Dr Cr
B/B/F 50 Creditors control 640*
Debtors control 625% Salaries control 552%
Sales 900* EPF payable 120*
ETF payable 18*
Other expenses 250%*
B/C/F 5
1580 | 1580

*(Any two correct items, excluding balances - 01 Mark each, for seven items maximum Marks)
(04 Marks)
Alternative Answer:

Cash Account (Rs.’000)
Dr Cr

Total Payments 1 580

B/B/F

50
Total Receipts 1525
5

B/C/F

1 580 1 580

(If calculated figure is transferred, 01 Mark each for total receipts & total payments —Maximum 02 Marks)
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@ Debtors Control Account (Rs.’000)
Dr Cr
B/B/F 300 Cash 625*%
Sales 750%* Discount allowed 15%
B/C/F 410
1050 1050
*(01 Mark each for any correct item excluding balances, maximum Marks)
(03 Marks)
(iii) Creditors Control Account (Rs.”000)
Dr Cr
Cash 640* Balance B/F 450
Discount received 10* Purchase 1 100*
Balance C/F 900
1550 1550
*(01 Mark each for any correct item, Maximum Marks)
(03 Marks)
(iv) Salaries Control Account (Rs.’000)
Dr Cr
Cash 552* | Salaries 600*
EPF payable 48%*.
600 600
*(01 Mark each for any correct item, Maximum Marks)
(03 Marks)
(v) EPF Payable Account (Rs.’000)
Dr Cr
Cash 120* | B/B/F 120
Salaries control 48*
B/C/F 120 | EPF expenses 72%*
240 240
*(01 Mark each for any correct item excluding balances, Maximum Marks)
(03 Marks)
(16 Marks)
(30 Marks)
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Question No. 4

Part @) (ii) (iii) (iv) v) Total
(N 04 03 03 04 - 14
2) 04 03 03 03 03 16
30
Question No. 5
C))
Company Ratio

¢)) Beta Debt equity ratio

2) Alpha Inventory turnover ratio

3) Beta Quick assets ratio/Current ratio
(49  Gamma Return on assets ratio

(5 Beta Debtors turnover ratio

(10 Marks)
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(b)

Ashan PL

Cash Flow Statement for the year ending 31.03.2020

Cash flows from operating activities:
Profit before tax

Adjustments:

Gain on motor vehicle disposal

Depreciation

Changes in working capital:
Increase in inventory
Decrease in trade receivables
Decrease in trade payables
Cash from operations

Tax paid

Net cash generated from operating activities

Cash flows from investment activities:
Purchase of a motor vehicle

Cash from disposal of a motor vehicle

Net cash used in investment activities

Cash flows from financing activities:
Cash received from share issue
Payment of lease instalment

Payment of dividends
Net cash generated from financing activities
Increase in net cash flows during the period

Cash and cash equivalents as at 01.04.2019
Cash and cash equivalents as at 31.03.2020

Rs.’000

8 660 @2

(400)
2100

10 360

@ 500)

2250 ‘
(3.050)

7 060

(1 260)

5 800

(8 000)
1900

(6 100)

6 000
(4 000)

(1 200)

800

500

600

1 100
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Workings (WR):

WR 1 Profit before Tax
Closing retained earnings
Opening retained earnings

Capitalisation of reserves
Interim dividend

Profit for the year

Tax for the year

Profit before tax

WR 2 Tax paid

Opening tax payable

Tax expense for the period
Closing tax payable

Tax paid

WR 3 Purchase of a motor vehicle

Closing balance
Opening balance

Revaluation

Disposal

Depreciation
Depreciation on disposal
Cash paid on acquisition

6 500
(2 200)
4300
2000
1200
7500
1160

600
1160
500

(1.260)

35 500
(30 100)
5400

(1 000)
3 000
2100
(1.500)
8 000

WR 4 Cash from disposal of a motor vehicle

EI=]

Confidential

Cost 3000
Gain 400
Depreciation (1.500)
Sales proceeds 1900
WR 5 Cash received from share issue
Closing stated capital 28 000
Opening stated capital (20 000)
8 000
Capitalisation of reserves (2.000)
Cash received from share issue 6000
(20 Marks)
(Total 30 Marks)
Question No. 5
Part €)) 2) 3 4) Total
(a) 02 02 02 02 10
(b) 20
30
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Question No. 6
(@
(Rs.”000)
M 0 1 2 3 4 5
Cash inflows
Incremental operating cash inflow 600 | 600 | 600 | 600 600
Residual value ) 125
Recovery of working capital 275
Sale of old equipment 250 01)
Total cash inflows 250 600 | 600 | 600 | 600 | 1000
Cash outflows
Cost of the new equipment 1 800 1
Transportation cost 200 @
Installation cost 75
Working capital 275 01)
Total cash outflows 2 350 0 0 0 0 0 (07 Marks)
(2)
Net present value . 422
Net cash flow 2100 600 600 600 600 1000
Discounting factor 10% 1 091 083 0.75 0.68 0.62
Present value 2100 546 498 450 408 620 422
(02 Marks)
(3) Accept the project as NPV is positive
(01 Mark)
(10 Marks)

R R R P
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(b)
(1)  Total fixed cost = Rs. 150 000

Variable cost per beneficiary = Rs. 1 000

Working:

Fixed cost : Rs.
Consultancy fees for doctors 30 000
Editing cost of the handbook 25000 @
Cost of drawing pictures 10 000
Writing of the handbook (10 000 x 7) 70 000
Cost of typing (50 x 300) 15 000
Total fixed cost " 150 000

Variable cost per beneficiary:

Printing cost per handbook 700
Cost of a pair of gloves 200

Bl Rl E]

Cost of a facemask 100

Variable cost per beneficiary 1 000

(08 Marks)
(2) (i) No. of beneficiaries= 300

Working:

Total fixed cost (Rs.) lo1]150 000

Contribution per beneficiary (Rs.) 500

No. of beneficiaries 300

(ii) Expected sponsorship = Rs. 450 000

Working:

Sponsorship per beneficiary (Rs.) 1500
No. of beneficiaries 300
Expected sponsorship (1 500 x 300) (Rs.) 450 000

(04 Marks)
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(3) If expected to obtain a surplus of Rs. 100,000, the expected no. of beneficiaries = 500

Working:

Fixed cost

Surplus

Total

Contribution per beneficiary (Rs.)

Expected no. of beneficiaries
(250 000/500)

150 000

250 000

Rs.

100 000
500
500

. (03 Marks)
(4) Expected surplus to the Welfare Society Fund = Rs. 150 000
Working:
Expected surplus to the Welfare Society Fund:
Contribution per beneficiary (Rs.) 500
Sponsorship per beneficiary (Rs.) 1500
Contribution to sales ratio (1500/500) 0.33
Sponsorship (Rs.) 900 000
Contribution (Rs.) (900 000 x 0.33) 300 000
Fixed cost (Rs.) 150 000
Surplus 150 000
(05 Marks)
(20 Marks)
(Total 30 Marks)
Question No. 6
Part 1 2 3 4 Total
(a) 07 02 01 - 10
(b) 08 04 03 05 20
30

A
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Question No. 7
(a) (1) Inventory FIFO as at 31.01.2020 Rs. 15100
Working:
Date Description Quantity Price (Rs.) Total (Rs.)
01-Jan Inventory 500 20.00 10 000
05-Jan Purchases 300 24.00 7200
12-Jan Sales (400) 20.00 (8 000)
15-Jan Purchases 300 25.00 7 500
25-Jan Sales (300) 100x20+200x24 (6 800)
31-Jan Purchases 200 26.00 5200
Inventory 600 15100
OR
Date Description Quantity Price (Rs.) Total (Rs.)
05-Jan Purchases 100 24.00 2400
15-Jan Purchases 300 25.00 7 500
31-Jan Purchases 200 26.00 5200
Inventory 600 15100
(Marks 06)
(2) Cost of sales- WAC Rs. 15 500
Working:
Date Description Quantity Price (Rs.) Total (Rs.)
01-Jan Inventory 500 20.00 10 000
05-Jan Purchases 300 24.00 7200
800 17 200
12-Jan Sales (400) 21.50 (8 600)
15-Jan Purchases 300 25.00 7 500
700 16 100
25-Jan Sales (300) 23.00 (6 900)
31-Jan Purchases 200 26.00 5200
Inventory 600 14 400
Cost of sales (8 600+6 900) 15500
Or
Opening Inventory 10 000 Purchases 19 900 - Closing Inventory 14 400 02| = 15 500
(Marks 04)
(10 Marks)
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(l()i) Income Statement for the year ending 31.03.2020
Rs Rs.
Income: Working:
Annual subscription 330 000 6000x 01)55
Life membership 40 000
Donations - Sports equipment 150 000 520 000
Expenses:
Project proposal development cost 86 000
Discounts on subscription* 24 000
Other operating expenses 250 000 (360 000)
Surplus 160 000
*May deduct from annual subscription and net amount of Rs. 306 000 could
be shown. Then this amount is awarded maximum 03 Marks.
(09 Marks)
@) Equity as at 31.03.2020: Rs.
Accumulated fund:
Opening balance 300 000
Surplus 160 000
460 000
Life membership fund 160 000
Sports Equipment Fund 250 000 ‘
Building Fund 1 000 000
1870000
(05 Marks)
(3) Cash inflows and outflows for the year ending 31.03.2020
Rs Rs.
Cash inflows:
Annual subscription received 306 000 '
Donations to building fund 1 000 000 1 306 000
Cash outflows:
Purchase of sport equipment 200 000
Payment for project report 86 000 ’
Other operating expenses 250 000 ‘ (536 000)
Net cash flows for the year 770 000
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Working (Rs.000)
Annual subscription income (6 000 x 55) 330
Discount allowed on subscription 24)
Annual Subscription received 306

(06 Marks)

(20 Marks)
(Total 30 Marks)

Question No. 7

Part 1 2 3 Total
(a) 06 04 - 10
(b) 09 05 06 20

30
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A Two hours

\,
Instructions: ' [ . J
* Answer all questions. Index l\go. 3 etrvne et s e e sy
% Select the correct answers Jov questions { For Examiner’s Use Only

No. 130 gnd write its ber on . ¢ "

the dotted line. ‘ Stgnﬂtuu: Code No. For paper 1
% Write short answers for questions| || PE Q. Nos. | Marks

No. 31-50 on the dotted lines. 2 fixantiner : o1 - 30
% Fach question carries equal marks. o
#® Write your Index Number in the Addl. Chicf . 31 - 50

space provided above, EMF,
# Use of non-programmable calewlators | {1 opior ] TOTAL

is allowed. J —

1. What is the main purpoese of financial accounting of a firm?

(1) Invoice, Goods Received Note, Debit Note, Invoice

(2) Invoice, Goods Received Note, Credit Note, Invoice

(3) Payment Voucher, Invoice, Debit Note, Invoice

(4) Payment Youcher, nvoice, Credit Note, Invoice

(5) Payment Voucher, Invoice, Credit Note, Journal Voucher

H

(N Recording and reporting of fransactions in compliance with legal quuimments,

(2) Preparation of the general-purpose financial statements in complizincc with accounting standards,
(3) Provision of information for the annual external audit through the financial statements.

4y Provision of information for decision making of the stakeholders. f

(5) Provision of financial information for decision making of the managers.

@ Use the following information fo answer questions no. 2,3,4 and 5

Nuwan opened a stationery trading shopon 01.01.2020. His brother, Sujith is%;jthe sole employee of this business.
The following transactions took place during the month of January 2020,

i

No. Transaction Amount (Rs. 600)
I Invested cash by Nuwan to commence the business 300
2 Purchased stationery on cash : ! 200
3 Purchased stationery on credit 550
4 Returned a part of stationery purchased on credit due to defeuq 50
5 Sold stationery on credit - This includes Rs. 64 000 Valued Added Tax (VAT) 864
6 Paid the salary to Sujith 40

The cost of stationery sotd during the month was Rs. 500 000. The ciccmmty chdrga, payable by the business
asat 31.01.2020 was Rs, 30 000. Assume that there is no VAT on purchases axad other expenses.

2. The order of source docwments used to record the transacuon Nos. 2, 3,4 aml &

[See page tvo
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3. What is the accounting equmion that reflects the net cffect of transaction Nos. 1,2,3 and 4 7
! Assets (Rs000) = Liabilities (Rs.’ 000) + Equity (Rs.’ 000)
LW +800 L 4550 +250
2) + 800 ; +500 +300
3) +850 i +550 C 300
[} + 1000 ; +700 + 300
5) + 1000 ! +750 +250 [ (O )
4, | If this business maintains a deblors control account, what is the correct double entry to record the transaction
No.5? ‘
. Dr. (Rs.” 006) Cr.{Rs.” 000)
(1) Debtors Control Account 800
! Sales Account 800
| (2) Debtors Control Account 864 ‘
Sales Account 864 |
{3) Debtors Control Account ’, 800 ;
VAT Expense Account 4 ;’
| Sales Account 864
2(4) Debtors Control Account | 864 :
Sales Account :- 800
VAT Control Account 64
5) Debtors Control Account 800
VAT Expense Account 64
Sales Account : 800
VAT Control Account 64 (o)
5, Z hat is the gross profit and net profit of the business for the month ending 31.01.20207
Gross Profit {Rs.’ 000) Net Profit (Rs.’ 000)
) 300 230
® 300 260
® 00 270
)] 364 | 204
(:%) 364 ; 324 (o)
® giw the following information to answer questions no. 6 and 7.
A bxisiness carries out all its cash transactions through a bank current account. There was no difference in the
closing balance of the cash accoumiand the bank statement of the month of February 2020 of this business.
However, the cash aceount balance of Rs, 500 000 as at 31.03.2020 did not agree with the bank statement
lmla}gce on this date. The bank staterr%ent for the month of March was received on 03.04.2020 and the following
wcf:réz revealed when it was cxaminccg‘
A - Acheque of Rs. 100 000 deposited on 29.03.2020 has not been realized.
B - The foan instaliment of month of March paid on a standing order was Rs. 30 000.
4 (This includes an interest expense of Rs. 12 000).
é{? - Acheque of Rs. 80 000 dai;x)sited in the bank on 30.03.2020 has been dishonoured on 31.03.2020.
D - Aninvestment income of Rs. 120 000 has been credited directly to the bank account.
Direct remittances, standing order payments and dishonoured cheques are recorded in the books only after the
receipt of the bank statement. ‘
Abov%: items ‘A’ and 'C" denote the chegues received from two debtors of the business to settle their outstandin g
balances. :

E : {See page three

Z
|
i
i e e A B e e L R S e S e e i G R b e i
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6. The revised balance of the cash account and the balance of the bank statement as at 31.03.2020:} g
Revised Balance of Cash Account (Rs.” 000) | Bank Statement Balance (Rq y 040)
(1 410 . 510 !
2) 510 | 410 ‘g
) 510 510 \
% 590 410 !
53 590

510 k

7. What is the net effect of items A, B, C and D on the profit for the montb of March 2020 and the dcbtors
confrol account batance as at 31.03.20207

Increase in Profit (Rs.” 006) lnm'fzase/(l)cqxease) in Debtors

Conirol Accourit Balance (Rs. 000) !
m 9 (100) 1}
2 90 20) ¢ i
3) 108 0 \
) 108 80 |
o) 120 80
8.

i
i
l ]
Wh;ch of the following statement/s isfare correet in relation 1o the apphcauon of accounting concepts‘)
- The basis for recognition of debtors and creditors is provided by the accrual concept.

i
t
B - The basis for measuring inventories at lower of cost and net redhmble value is provided by éhc
matching coneept.

a
- The basis for classification of assets and liabilities as current and non-corrent in the Statement Qf
Financial Position is provided by the going concern concept.
(1) Aonly.

, !
2) Bonly. 3) Conly. “
() Aand Conly. (5) AlLA,BandC. Gond)
9. Which of the following accounting treatment/s reflect the application of substance over form concept ? “
A - Recognition of income tax payable by an entity as a Hability.

i

B - Recognition of a machine obtained under a finance lease ag an awet in the financial statements c«is
the lessee,

- Recognition of a constructive obligation of an entity as its !iabili(y
(1) Aonly.

§
!
{2) Bonly. i 3) Conly. !
4y Band Conly. (3) AHA,BandC. : (ooent)
10. Namal Traders commenced its operations on 01.04.2020. The following mfozmmmn is provided for the |
month of April 2020. : ‘
‘Total of prime entry books :  Rs." 000 Other information: Rs. 000 ||
Sales journal 220 Costof sales 110
Purchase journal 200

H

i

H ;‘c
Operating expenses (excl'glding discounts) 60 11

Sales return journal :

20 ‘Trade discounts received: 20 |
Purchase return journal 10 Trade discounts allowed : 8 X
Cash discounts received | 5 i

Cash discounts allowed | 1011

The total income and total expenses recognized for the month of April 2020 a,i
Total Income (Rs.’ 000) Total Expenses (Rs.’ 000) |

) 200 170 !
@ 205 170 : !
3 205 180 'E !
@ 220 180 |
5) 225 188 GO i

{See page four
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11. Madbu commenced a business on 01.04.2020 to manufacture face masks. It is expected fo manufacture

z 12 000 face masks during the year ending 31.03.2021. The budgeted manufacturing overheads for this
I year are Rs. 360 000,

g The following actual costs x%verfz incurred during the month of April 2020.

| Fabric cost (per unit) | Rs. 60

| Direct processing cost (per unit) Rs. 20

z Manufacturing overheiads Rs. 30 000

!1 Non-manufacturing ovf;erheads Rs. 20 000

H

i

During the month of April, 1000 units were manufactured and 800 units vwere sold for Rs. 150 per unit

The profit for the month of Aépri} 2020 and the cost of finished goods inventory as at 30.04.2020:
Profit for the m(mih {Rs.)

Cost of Inventory (Rs)
i ) 6000 16 000
; 2 6000 22 600
e 12 000 16 000
| @ 12000 22 000
{ (5) 16 000 26 000
?

J An entity reported a profit m’ Rs. 150 000 for the year ending 31.03.2020. However, in a subscquent

investigation, the following errors were reveated in the accounting books.
e Thetotal credit sales of R‘s 650 000 for the month of March 2020 has been recorded as Rs. 560 000 in
the sales account and the Edchtor«; control account.

A cash discount of Rs. 20 000 allowed to a trade debtor has beén posted only in the debtors control
account, !

® Aninterestincome of Rs. 25 000 received from a bank deposit has been credited fo interest expenses

i

|

!

; ®
|

i account. However, this amount hias been correctly recorded in the cash account.

% The depreciation on motor vehicles for the year Rs. 30 000 has not yet been provided,

%What is the cerrect profit for thc year ending 31.03.2020 after correcting the above errors 7
(1) Rs. 165000 '

, {2) Rs. 190000 (3) Rs.210000
(4} Rs. 215 000 (5) Rs, 235000 G
13, I‘Ehe information of a sports club ;m' the year ending 31.03.2020 is as follows. Rs.
i ® Subscription income remgmzad for the year 300000
le Previous year %uh%nptlon in arrears written off during the year 50000
31. Donation received to purcﬁ'ﬁse sports equipment 500000
{of which Rs. 100 000 was used to purchase sporis equipment on 31.03.2020)
o The balance amount received during the year from hiring the playground. (Anadvance 100 000
of Rs. 150 000 was received on 30.03.2019 in this respect.)
T

; ¢ policy of the sports club is to recognize only the utilized amount of donations as income for the year

Qa increase in the accumulated fund balance of the sports club as at 31.03.2020 due to above

items:
(1) Rs. 350000 (2) Rs, 450 000 (3) Rs. 500000
(43 Rs. 600000 {3) Rs. 900000 Gound)

[See page five

e ]
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14. Which of the following statements are correct in relation o pmtnérships‘

|
i
3pancml
statements, '. §
B - The salaries paid {o partners when they contribute to the maxiingcmmt of the business as part:fxus are
treated as expenses of the partnership. ‘

A - The partaerships should not follow accounting standards when preparing the fi

i
C - In a wrilten agreement, the partners can agree (o share pmﬁts and losses based on their mpual
contribution ratio,

E
|
|
{3) A,BandD pnly

D - When there is a change in the ownership of a partnership, its, goodwﬂl is estimated,
{1} BandConly.

{2y Cand D only.
4y A,Cand D only.

(5) B,CandDonly.

@ Usethe following information to answer questions no. 15 and 16.

t

%

! |

T'he conditions of the partnership carried out by Meena and Radha :i;re as follows 3{

® The profit or loss sharing ratio between Meena and Radha is 3 : 2 respectively, t

e Meenaand Radha are entitled to an annuafsatary of Rs. 450 000 and Rs. 350 000 respectively. |

Other Information: 5

Credit batances of current accounts: E

As at 31.03.2020 (Rs.’000) Asat 31.03.2019 (Rs.” 000) 1

Meena 500 | 250 ;

Radha 480 200 ‘

| |

Salaries paid-and goods drawn during the yearending 31032020 ‘1

Mecna {Rs.” 060) Radlm {(Rs.* 000) i

Salaries 300 200 §

Goods drawn 100 120 |
An annual interest of Rs. 50.000 payable to Radh't for a loan given w the partnership has been crcdx&ed

to her current account, (; i

15, The profit of the partnership for the year ending 31.03.2020 : ;

(1) Rs, 500000 (2) Rs. 850000 (3) Rs. 1250000 %
@) Rs. 1300000 (5) Rs. 1350000 ' (”..‘%.)

16. The total profit appropriated to Radha for the yearending 31.03.2020' ¢, i

(1) Rs. 200000 {2) Rs. 250000 ‘ (3) Rs. 280000 %
(3 Rs. 350000 {5) Rs. 600000 (i)

17. Which of the following statement/s isfare correet as per LKAS 16 (Propexty, Plant and Equipment) ?

A - Depreciation amount for the period should always be recognized in profit or loss.
B - Anitem of pmpmy, pkmt and uquipmem should be mcasurcd at dm,t at the initial mcognition

mmpmhcnswe income in the absence of a previous revaluation dm‘tcn for the same asset.
(1) Aonly. 2y Conly.

(3) Aand Bonly.
{4) Band Conly. (5) AHLA,BandC

0485

!
i

|See page A%r
H
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18, The financial statements of Ajith PLC for the year ending 31.03.2020 were authorized for issuc by the

directors on 15.06.2020. ”i‘hcfwllowing events had taken place in the company during the period 31.03 2020

to 15.06.2020. :

A - A machine with a carrying amount of Rs. 5 million as at 31.03.2020 was completely destroyed due
to firec on 15.04.2020, |

B - A trade debtor who owed Rs. 800 000 as at 31.03.2020 was declared bankrupt by the court on
10.05.2020. :

C - A public issue of Rs. IO million shares was made on 10.06.2020.

Which of the above should be considered as non-adjusting event/s of the company for the year ending

31.03.2020 as per LKAS 10 (Events after the Reporting Period) 7

(1) Aonly. {2y Conly, (3) Aand Conly,

4) Bund Conly, : (5) AlA,BandC. [ . )

19 Which of the following item/s should be classified as cash flows arising from the financing activities of a

manufacturing business as peﬁ LKAS 7 (Statement of Cash Flows) 7

A - Cash received for dividends on the ordinary shares purchased in other entities.

B - Cash paid to purchase d&g:bcntures of other entitics,

C - Cash paid for the sctﬂmﬁ&m of a lease liability.

(1) Bonly. : (2) Conly. (3) AandB only,

(4) Band C only. (5) AllA,BandC. (oeven)

20./Sumudu PLC purchased a machine on 01.01.2020 for Rs. 2 500 000 1o use in manufacturing activities,

The following costs were also incurred by the company in this respect,

L Rs.’ 000
Site preparation cost 200
Installation cost : 350
Annual premium for fire insurance 275
Cost of the initial test run’ 250

"he net proceeds from the sale nf items produced in the initial test run was Rs. 50 000,

What is the cost of this machine at recognition as per LKAS 6 (Property, Plant and Equipment)?
I} Rs. 3050000 (2) Rs.3250000 (3) Rs. 3300000
(#) Rs. 3525000 i {5) Rs.3575000 Cornend)

21. Suranga PLC purchased a machige for Rs. 8 000 000 on 01.04.2017 and its estimated useful life and residual
value were 8 years and Rs. 1 600 000 respectively. The useful life and the residual value of the asset were
re-estimated on 01.04.2019. Actording to the new estimates, the remaining useful life and the residual
value are 4 years and Rs. 1 000 000 respectively.

What is the depreciation of the ﬁi}achine for the year ending 31.03.2020 as per LKAS 16 {Property, Plant
and Equipment)? /‘

(D Rs. 900000 f (2) Rs.1166777 (3) Rs. 1350000

(4) Rs. 1600000 (5) Rs. 1750000 RV |
22, Gamage PLC sells products with one-year warranty period. The provision for warranty as at 01.04.2019

was Rs, 525 000. The ‘warranty eé(penses paid and the:’warmnly expenses recognized' for the year ending
31.03.2020 were Rs. 375 000 and Rs. 650 000 respectively.

What is the provision for warranty to be recognized in the Statement of Financial Position asat 31.03.2020
asiper LKAS 37 (Provisions, Confingcm Liabilities and Contingent Assets)?

(1) Rs. 150000 (2) Rs. 275000 {3) Rs. 650000

() Rs. 800 000 (5 Rs. 1175000 (o)

[See page seven
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23. The profit and other comprehensive income for the year ending 31.03.2020 of Damitha PI.;(%‘ were
Rs, 1 500 000 and Rs. 800 000 respectively. The other comprehensive income represents the sur;?lus of
Rs. 800 000 resulted from the revaluation of Tand and buildings for the second time during the current year.
The revatuation of land and buildings for the first ime on 31.03.20 l{) had resulted a deficit of Rs. 35{) 000,
The correct profit and total comprchensive income for the year ending 31.03.2020: !
Profit for the year (Rs.” 000) Total Comprehehsive Income (Rs.” 000} {
m 1150 1950 %
)] 1500 1950 |
3) 1500 2300 ]
4 i 850 1 950 I
(63) 1850 2300 (hoees)
@ Usethe following information to answer questions no, 24 and 25, E
The following information is provided by Kavinga PLC for the year ehding 31.03.2020. {
L Rs’000 E
Sales 7000 i
Cost of sales 4200
Finished goods inventory as at 01.04.2019 ' 800 !
Finished goods inventory as at 31.03.2020 600 i
Operating expenses 1200 !
Interest expenses 320 i
Tax expense 400 1
The equity of the business as at 31.03,2020 was Rs. 4 400 000, |
24. The inventory turnover ratio and the interest cover ratio of the mmpa?xy: E
Inventory Turnover Ratio (Times)  Interest Cover Ratio (Times) |
2 6 5 &
@ 6 56 | |
@ 7 4 | %
5) 7 5 1 (ol
25, The return on equity ratio and the gross profit ratio of the company: | z
Return on Equity Ratio (%) Gross Profit Ratio (%) 1
) 5 40 |
) 5 60 %
[€3) 20 40 3
) 20 60 i
) 20 6667 . (“..%.)
26. The following information relates to a product manufactured by a company. [
Cost per unit (Rs.) |
Total cost 250 ! E
Direct cost 60 | |
Non-production overheads 100 | |
All direct costs are variable costs. Further, 50% of production overh¢ads and 25% of non-production
overheads are variable costs.
The cost of production per unit and variable cost per unit of this product:
Cost of production per unit (Rs.) “Total variable cost per unit (Rs.)
n 105 120
@ 105 130
3 150 105
(4 150 120 |
5) 150 130 (oreee)

i
[See page ﬁié[hr

|
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@ Use the following infamﬂ'piinu to answer questions no. 27 and 28,

7. What is the total overheads apportioned to Finishing cost centre after the above errors are rectified ?

(1) Rs. 36000 g (2) Rs. 40000 (3) Rs. 42000
| (4) Rs. 45000 : (5) Rs. 49000

. What is the revised overhead absorption rate of Assembly cost centre after the above errors are rectified ?
(1) Rs. 800 {2) Rs. 9.00 (3) Rs.920 (4 Rs. 1000  (5) Rs. 1125 (...}

{(4) B,Cand D only. : (5) AllA,B,CandD (
1 :
i

;guseful life of the machine is 5 years. The estimated costs and ben

| Rs.” 600
i Purchase price of the new, machine 1 100
| Installation costs of the miachine 200
i Residual value of the mac}:inc: at the end of the year 5 100
| Annual cash inflows 335

‘T'he working capital requirement of the project at the beginning will be Rs. 150 000and it can be recovered
131) the last year of the project.

i H
The initial cash outflow and thelcash inflow at the final year of the project respectively:

Initiat cash outflow (Rs.’ 000) Cash inflow of the final year (Rs.’ 000)
M 1100 250
@ 1o 585
® 1300 585
b 1450 : 250
5 1450 : 585

H

A company has two production cost contres as Assembly and Finishing. The following information relates
to these cost centres.

: Assembly Finishing
Overhead absorption rate per machine hour (Rs.) 7 9
No. of machine hours (Badgeted) 5000 4000
No. of Kilowatt hours (Budgeted) 300 700
Cost of machinery (Rs) 160 000 120 000
Floor area (Sq. meters) 6000 4000

After calculating the above overhead absorption rates, the following errors were revealed.
e Budgeted depreciation of machinery Rs. 14 000 has not been included in this calculation.

® The budgeted electricit& charges Rs. 10 000 has been apportioned based on the floor area
instead of Kilowatt hours.

Which of the following statements are correct in refation to Cost-Volume-Profit analysis ?
(Assume that other factors relevant 1o each of the following situations remain constunt).

A - 'The decrease in the unit contribution will Jead 1o a decrease in the break-even point in units.

B - The increase in the contribution o sales ratio will lead to a deerease in the break-even point in value.
C - Beyond the break-even point, the unit contribution is equal to the unit profit.

D - The increase in unit selling price will lead to a decrease in the break-even point.

(1) Band C only. (2) - Cand D only. (3) A,Band Conly.

Nihal PLC is considering to purchase a new machine to commence a manufacturing business. The expected
efits of this project are given below.

|

i

[See page nine
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@ Write short answers for questions No. 31 - 50 on the dotted !Enée

31, State whether the following statements as to the generalmpurpmc financial statements prepared by a
business are True (T) or False (1) . !

Statement | True/False

A - These statements are prepared in compliance with accounting standards. b

- These statements are prepared primarily for the use of resourcé providers of the
business.

C - These statements provide information relating to a past pericxf of the business.
D - These statements provide information of the business measurod oniy at
historical cost basis.

32. 'The following information has been extracted from the accounting récords of a business.
As at 31.03.2020 (Rs.’ 000) As at 31.03.2019 (Rs’ 400y
Assets 1700 1200
Liabilities 900 00 |
During the year ending 31.03.2020, the owner paid a loan 1mmllmwt of the business amvunmi o
Rs. 120 000 from his personal funds. The owner obtaing Rs. 90 000 fmm the business every year loipdy
the school fees of his children. He does not draw any other money fmm the business.

The following for the year ending 31.03.2020:
(a) Profit CRE e s

(b) Retained carnings : RS, (veriiiiieiiiiiceinns

33. Indicate the prime entry book used to record each of the following lranbactmns of a motor vehicle trading

company. %

Transaction Prime Entry Book|
A - Purchase of motor vehicles on credit .......................... E X
B Purchase of a truck on credit to be used in the delivery of motor \%ehiclﬁs .......................... %
C~  Sale of motor vehicles on credit L e, ‘;

D - Payment of sales commission : (

34, Calculate the impact of the following transactions on the creditors control account balance and indicdte
whether the balance would Increase (+) or Decrease () in front of theivalue,
Transaction s Impact (Rs.” 06(&)
A - Purchase of goods with a list price of Rs. 100000 on credit subject to %
a 10% trade discount. A ) . U i
~ B~ Payment of cash to settle a balance of Rs. 50 000 duc_to a crcdimrisubject o E
a 5% cash discount, ‘

35, State two situations in which the historical cost concept is not fol!ﬁwed when preparing the ﬁnancugl
slatements. ; §
i
(1) eteieeee ettt et n et ea e nen RN ,
: %
2)

i i
.........................................................................................................................

[See page t(in
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36. Write the Jjournal entries to iadjust the following two transactions in the preparation of financial statements
of a business for the year af}din g 31.03.2020. (Narvation is not required).

A - Goods were sold on 31.03.2020 for an order of Rs. 180 000. This order was reccived in February

!

E 2020 with an advani;e of Rs. 60 000, The balance amount is yet to receive,

i B - An agreement was entered by paying Rs. 90 000 to conduct a sales promotion campaign for a three
i months petiod starting from 01.03.2020. 1t has been duly operated since 01.03.2020.

| | Transaction __ Description Dr. (Rs.'000) | Cr. (Rs.'000)
A

2

37. State the appropriate classification for following accounts maintained by a business in the general ledger.
Account : Classification
| A - Baddebis

B - Drawings

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

C - Provision for gratuity

D - Accumulated dcpreci:xtié_pn on office equipment

38, Roshan and Hashan carry oui’ia partnership namely; ‘RH Associates” without a written agreement. Roshan
| and Hashan have invested Rs. 5 000 000 and Rs. 3 000 000 as capital respectively. Further, Roshan has
also provided a loan of Rs. 2 §00 000 to the business.

i State whether the following statements are True (T) or False (F) as to this partnership,
: True/False

A - Roshan and Hashan zmc entitled to 5% interest on capital.

B - Aninterest of 5% per :annum should be payable on the loan provided by Roshan.

C- Roshan and Hashan are not entitled to a salary as partners.

D~ Roshan and Hashan sﬁouid shave profits and losses in their capital ratio.

39.|State the reason for which the pariners are entitled for each type of the following profit appropriations of
a parinership. :
Type of Appmpﬁaﬁon
A - Interest on capital :
B - Salaries of partners
C - Profit share

40. State whether the following statements are True (1) or False (F) as per LKAS 8 (Accounting Policies,
Changes in Accounting Estimates and Errors).
! Statement

‘True/False
!A - The changes in accounting estimates should be adjusted in financial
statements prospectively. - e

f} - Accounting policy changes arc always applied retrospectively.
QE‘ - The change in the depreciation method of an asset is an accounting policy change. ..................
B - The change in the useful life of an agset is a change in an accounting estimate.  ...oovvivieenens

% {See page eleven
|

i
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41, Complete the following statements in accordance with the 'C nwpmal[ ramework for Financial Reporting',

(a) Primary users of general-purpose financial statemcnts 1T OO PR AN s
' |
................................ AN Lo |
- , o
(b) Anassetisdefined 85 .o...cooviviiiiiniiinniiiainn controlled by the entity as a result of ......}......
events and from which future economic benefits are expected to flow to the entily.

42. Sachin PLC entered into a finance lease agreement on 01.04.2019 0 acquire a machine for a period of 4
years, On this date, the initial measurement of the lease liability was Rs 1 713 000. According to thellease
agreement, the annual lease rental is Rs. 600 000 and the first installment was paid on 31.03.2020. The lease
interest for the years ending 31.03.2020 and 31.03 22021 are Rs. 257 0(}() and Rs. 205 500 respectively.
‘The lease lability presented in the Statement of Financial Position as at 3! 032020 a5 per LKAS 17 (Lmséas):

(a) Current liability RS v e

(b) Nop-current Hability : Rs. covciiinniinnnnncnnns s

43. The following balances as at 01.04.2019 were extiacted from the aw@:xmung records of Roshan PLC

Rs.’ 000
Stated capital - ordinary shares : 1300
Retained earnings e 1600

a right issue of shares amounting to Rs. 400 000. All rights were snbscribcd by the existing shareholders.
The profit for the year ending 31.03.2020 was R% 700 000 and the company paid an interim dividen
Rs. 300 000 during the year. The retained earnings is the only reserve gnmnmincd by the company.

State the following as at 31.03.2020:

During the year ending 31.03.2020, the company capitalized Rs. 800 (H)O retained earnings and also ::{xde

of

(a) Stated capital - ordinary shares @ RS, voviiiovciiecunnns
(b} Retained earnings t RS i s e {
44. State whether the following statements are True (T) or False (F) in rclatloﬂ fo the recognition of reveriue
of a business. { g
Statement True/False |
- Revenue and all other income of a business should be rccogmscd in profitorloss. ....oooevveiinn L.

B - Revenue of a business can be classified as income and gains, |

C - ‘The basis for the recognition of revenug is provided by the realization concept.

1D - Revenue of a business should be recognised when it is eamed. |

(]

45, The quick assets ratioof a company asat 31.03.2020 was 1.1 1. The current assets of the company inclug
inventory of Rs, 250 000 and prepaid expenses of Rs. 50 000 in addition to other assets. On this day, th
current labilities were Rs. 500 000, !

Calcutate the following as at 31.03.2020:

o

(@) Current Assets : RS, covevveiveeeeeesveereorvvonisnenn i

() Current ratio  © oo rerr rr o creinee

[See page twelve
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46. State whether the following statements relating to management accounting reports prepared by an entity
are True (T) or False (F), |

Statement True/False
A - "These reporis are available for the use of all stakeholders of an enlity. L
B - These reports provide lipresent and future information required for management
decision making.
C - These reports are prepared annually on demand of managers. e
D - These repotts are prepared based on the requirernents of anentity,. ...

47. State the source document used to record each of the following activities of a manufacturing business.
Activity Source Document

A~ Request of material by the factory from the stores

B - Receipt of material to the stores from a supplier

C~ Caleulation of the time :fspsnt by a factory worker on a job
D~ Usage of cleetricity in the factory

48. A company manufactures a product using aspecial type of raw material, To produce one unit of the product,
10 kgs of this raw material is required. The monthly production of the product varies from 50 to 75 unils,
The re-order quantity of this r;nal‘erial i8 5 000 kgs and its lead time varies from 2 to 4 months.

Indicate the following for this raw material,

Stock level : Quantity (kg)
A~ Re-order lovel ;

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

B - Maximum stock level .............................................

49; A Welfare Society is organizing an awareness program on environment protection for people residing in
flats. A media organization has agreed to pay the Welfare Society Rs. 2000 for each person participating in
this program. The Welfare Society has to incur a cost of Rs. 1 500 for cach participant, The other estimated
expenses are given below.

Rs.
Hiring charges for the Conference Hall 45 000
Meal expenses of resource persons 9000
Advertising expenses 6 000

Calculate the following.
(&) Contribution per participant
(b} Fixed cost of the progran
(€} Mo. of participants required to cover the total cost

50. Alpha PLC is considering to acquire a new maching to diversify its business. The cost of this machine
s estimated as Rs. 1 700 000 and its expected useful life and residual value are 5 years and Rs. 200 000
respectively. The Management Accountant of the company has evaluated the project and calenlated its
payback period as 2 years and 6 months, The net cash flow estimates of the project are as follows,

Year Net Cash Flows (Rs.)
1 600 000
2 750 000
3 } ?
4 ! 450 000
5 425 000
Indicate the following for the yefm' three;
(a) Netcashflow : Rs........ et e () Profit : RS, .vvvvvereennnnnnn, vivsasesieare
: W sk ok

)
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Use additional reading time fo go through the question paper, select the questions you will answer and
decide which of them you will prioritise.

' Usemof non-programmable cateulators is allowed. |

= \
Instructions:
% Answer six questions only, including questions one and two.

% Begin each answer on o fresh sheet of paper.

# Relevant workings should be attached to the answer script.

1. The summarized trial balance of Vinuga PLC as at 31.03.2020 is given below.

Description Dr. (Rs.7000) . Cr. (Rs.’000)
Property, plant and equipmem - Carrying amoant  .....oovevvvviinnnann, 49 500
Machine acquired on lease basis ..., vnirvimreiininin et 12 600
79 500

51300
Trade receivables.. ..., G P rersrscens 5 400 ‘
Trade payables.......oiiiviiiiiiviiiri s i s S e s e s 15 500
Ioventory as at 31.03.2020 ....ooooiiiiiii e CHL......... 6 488 E
Cash and cash equivaleniS....ooiiiiiin i errie s 1250 E
Provision for claims ....oovivriiini o o X 800
Stated capital - ordinary Shares  ..ovviivimrr s 25000 :
Land revaluation reserve as af 01.04.2019 ... 3500 :
Retained earnings as at 01042019 ..o e 5630
Administrative expenses payable ... cerenes 300
Administrative expenses 6462
Distribution cost .......... . 5 600
FInaNCE COSL.uvuivvriiinvimnirimmaiisssrrrrieserinnrrersisnrvens 1900
OhEr EXPEIISES  oenivevivaianiniairinsresnsrrnrersisnarnsessnsreresrmnsessennsss 1 500
Lease Hability  .ooiiccrnevinmvnenviirmiiniainians e e 12 600
Income tax paid ... o s 1250
Provision for income tax as at 01042019 .. ...oooiiiiiiin v ninnnn 400

143 250 143 250

\ —_— =

[See page two

33 - Accounting (Marking Scheme) Old Syllabus | G.C.E. (A/L) Examination - 2020 | Amendments to be included. Page 40




Department of Examinations - Sri Lanka Confidential

AL/2020/33/E-IHOLD) -2-

N
Additional Information:

Before preparation of the financial stdtements for the year endmg 31.03.2020, adjustments have to
be made for the following. P
(i) The policy of the company is to meawre cost of inventory using first-in-first-out (FlPO) method.
However, the cost of inventory as at 31.03.2020 haq been ‘measured, at weighted average cost
methiod due to”a mistake and thit value’ has cen accounted for. The cost of inventory as at
31.03.2020 measured at FIFQ method was Rs. 6 750 000.

(ii) The administrative expenses for the year consisted of the following items.

Item - ' Rs.’000
Directors remuneration, 1250
Staff salaries - 2150
Depreciation expenses 2225
Audit fees 275
Other administrative cxpenscs 562
Total 6462

(iil) The advertising fee of Rs.350000 of the company has been paid by a director from his
personal bank account. This amount has. been reimbursed by the company and accounted in
the directors remuneration by -a mistake.

(iv) The company has entered info a contract with a customer on 01032020 to sell goods and
provide maintenance services during the first 6 months after sales. The total consideration of
the contract was Rs. 1500000 and of which, Rs. 1000000 relates to the sale of goods and
the balance for the provision of maintenance services. The company sold all goods agreed in
the contract on 31.03.2020 and the total consideration of the contract was received in cash.
This total amount has been accounted in the sales.

(v) The following information relates to property, plant and equipment. (All figures are given in Rs."000)

Cost/value Purchases,.« Depreciation ﬁ:‘:xﬁg‘:: Cartying
Description as at during the  for the current pm at amount as
01.04.2019  current year year 31.03.2020 at 31032020
Land 22500 - } — — 22500
Buildings 9500 5000 725 4500 10000
Motor vehicles 9500 6000 1550 3500 12000
Office equipment 7500 - 1500 2500 5000
Total 49000 11000 3775 ) 10500 49 500

The land of the business was revalued for the first time on 31.03.2016. The surplus resulted
from this revaluation is represented by the land revaluation reserve. The land was revalued
for the second time on 31.03.2020 for Rs. 18000000, However, it is not yet accounted for.

The buildings and motor vehicles have been purchased during the year on 01.10.2019 and
01.01.2020 respectively. However, the current year depreciation has been calculated erroneously
based on the year end costs of assets without considering the dates of purchase,

Property, plant and equipment are depreciated annually on straight-line method as follows.
Buildings 5%
Motor vehicles 10%
Office equipment 0%

The motor vehicles are used in the distribution of goods and other assets are used for
administrative activities.
\. J
[See page three
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(vi) The verdict of a case filed by a customer against the company was declared on 15.05.2020
and accordingly, Rs, 550000 was paid on this date as the full settlement of the claim. This
case was filed on 01.12.2019 and the provision recognized in this regard as at 31.03.2020
based on company lawyers’ opinion. i§"8hown in the trial balance. The financial statements of
the company were authorized for issu€ by the board of directors on 15.06.2020.

(viiy The company entered into a finance lease agreement on 01.03.2020 to acquire a machine
for a period of 4 years. However, this machine was available for use from 31,03.2020 after
spending Rs.S00000 for modification. This modification is expected 1o generate benefits to the
company over the entire lease period. However, this amount has been accounted in the other
administrative expenses. Lease inlerest is not charged during the modification period. According
to the agreement, an annual lease rental of Rs.4.413000 is payable from 31.03.2021. The lease
interest applicable for the year ending 31.03.2021 is Rs. 1890000,

(viii) Income tax paid during the year includes Rs.520000 paid with respect to the previous year.
Total income tax liability for the year ending 31.03.2020 has been estimated as Rs.650000.

Required :
The following financial statements (including notesy of Vinuga PLC for publication as per LKAS |
{Presentation of Financial Statements):
(1) Statement of Profit or Loss and Other Comprehensive Income for the year ending 31.03.2020
(2) Statement of Changes in Equity for the year ending 31.03.2020
(3) Statement of Financial Position as at 31.03.2020 (Toml 20 marks)

2. (a) Nethu and Muthu are carrying out a partnership under the following conditions.

Nethu and Muthu share profits and losses in the ratio of 2:1 respectively.
e FEach partoer is entitled to a monthly salary of Rs. 50 000,

s Bach partoer is entitled to an annual interest of 10% on the opening capital balance of the
year. " QU
e The goodwill of the business is adjusted through. the partners' capital accounts.
& All other transactions with the partners™&xcept the goodwill adjustment are recorded through
their current accounts. :
The trial balance of the partnership as at 31.03.2020 is as follows:

Description ) Dr. (Rs.’000)  Cr. (Rs.’000)
Capital accounts: '
INEEIU ©carcen it imnr e rnsrrr e sasv s isasaiabessiinunarescinnares : 2 000
MUt oot i i N 1 000
Current 8CCOUINIS! vvvviirrereriinareneiinirversrorstrrerorirein
INEHHE ot iaraa s s es s anane 400
MUIRE i caiiirres s errrriseer s erriarer e anans SRR B 200
5% Loan account as at 01.04.2019 ~ Rithu ... s sk 800
Property; plant and equipment e :
(catrying, amount a8, at. 31:03:2020)70.. L4100 _
Sales .. . . 6 000
Cost of sales ....... 1 850
Operating, expenses” . _ 2 600
Inventory as at 31.03.2020 .o 700
Loan repayment — Rithu ..., 420
Drawings (cash) - Nethu ............ SRR 500
Cash in RANA .o.overeiiece s 13230
Cash brought by Ganga ... e Ay 3 000
= : 13400 . 13 400

/
{See page four
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Additional Information:
(i) Inventory as at 31.03.2020 was measured based on a physical count.

(i) The goods drawn by Nethu and “Muthu during the year were Rs. 60000 and Rs. 40000
respectively. These have not yet.been accounied in the books‘

(i) Rithu's loan repayment account balance in the trial balance consists of the loan interest
paid tilf 30.09.2019 and the cash paid to settle 50% of the loan on this date. The interest
payable on the remaining loan balance has not been accounted for.

(iv) Nethu has paid Rs. 10000 out of his personal money to renew the trading license of the
partnership for the year ending 31.03.2020. This has not been accounted for.

(v) The partnership has paid Rs. 140 000 for the insurance premium of vehicles for the year
ending 31.03.2020 and it is recorded in the operating expenses of the business. However,
it was revealed later that this payment includes an insurance preminm of Rs. 40 000 paid
for the personal vehicle of Muthu.

(vi) Ganga was admitted as a new partner on 31.03.2020. Ganga brought Rs.3 000000 on
this date to the business as her contribution to capital and goodwill. New profit- and loss
sharing ratio among Nethu, Muthu and Ganga was agreed as 5:3:2 respectively. On this
date, the goodwill of the business was estimated as Rs. 1 500 000.

Reguired
(1) Income Statement of the partnership for the year ending 31.03.2020
(including appropriations made to the pariners)
(2) Capital Accounts and Current Accounts of the partnérs for the year ending 31.03.2020
(10 marks)

(b) Dinesh Company manufactures two types of products ‘A’ and “B’. The company has a factory
consisting of two production departments, namely; Assembly and Finishing and a service department
namely; Stores. All these departments are'located in the same premises, Further, the company has
an Administrative Department and it is tocated in a separate building. The budgeted overheads
for the next financial year at the activity level of 5000 units are given below.

Description Total Factory Administrative

{Rs.’000) (Rs.’000) . . Department (Rs.’000)
Indirect wages 750 700 50
Production managers’ salaty 900 900 -
Rent of buildings ? 960 ?
Machinery depreciation v 800 800 . -
Office equipmient déi{}fé&:ia!ign L300 - 30

Electricity  charges 400

Other production overheads

Additional information:

(i) Overhead apportionment bases are as follows:

Description Assembly  Finishing Stores
Floor area (Sq. Meters) 24000 16000 “8000
Kilowatt hours 2000 1000 500
No. of employees 20 12 3
L Cost of machinery (Rs.) 3000000 2000000 - )

[See page five
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(i) The factory employs three production managers, two at the Assembly Department and other
manager at the Finishing Department. Bach of them arc paid a monthly salary of Rs. 25000.
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(iif) The company pays a monthly rent of Rs.10000 for the building where the Administrative
Department is located and its drifiual usage of electricity is 500 kilowatt hours,

(iv) The other production overheads of Assembly, Finishing and Stores are Rs. 190000, Rs.70 000
and"Rs. 30000 respectively.

(v) Total overheads of the Stores are re-apportioned equally between the two production departments.

(vi) Overheads of production departments are absorbed based on machine hours, The annual
estimated machine hours for Assembly and Finishing departments are 50000 and 60000
respectively.

Required :
(1) The Overhead Analysis Sheet showing clearly the bases of -apportionment
(2 Overhead absorption rates of Assembly and Finishing Departments
(3) Total administrative overheads (10 marks)
(Total 20 marks)
3. Namal Auto Care is a sole proprietorship. This business provides vehicle maintenance services to

individuals and institutional customers. The opening balances of this business as at 01.01.2020 are
as follows.

Assets Rs.’000 Liabilities and Equity Rs.’000
Property, plant and equipment (PPE) 900 | | Long-term loan 400
Inventory (naintenance materials) 160 | | Trade payables 90
Trade receivables 1301 | Electricity payable 12
Pre-paid rent 240} | Advance received from an institutional} 10
Salary advances paid to workers 3411 customer
Cash at bank 100 | | Bquity 1052

All cash transactions of the business are carried-out through a bank current account.
The following transactions were carried out in the business during the month of January 2020.
(i) A vehicle washing plant was purchased on credit for Rs. 360 000, This loan amount is payable within
a period of 3 years commencing from 01.01.2022.

(i1} Maintenance materials costing Rs. 130 000 was purchased and paid Rs..60 000 cash in this respect.
The balance amount is payable within two months,

(i) Maintenance services were provided for Rs. 140 000 to individual customers on cash. The cost of
maintenance material used iu this respect was Rs. 86 000.

(iv) The owner's life insurance premium of Rs. 12 000 was paid by the business.

(v} Acheque of Rs, 45 000 was received from a debtor after allowing a discount of Rs. 5 000.

(vi) Maintenance services were provided for Rs. 50 000 to an institational customer. The advance received
from an institutional customer as at 01.01.2020 relates to this transaction and the remaining amount
of Rs. 40 000 was received after providing the service. Maintenance material costing Rs, 30 000 was
used for this service.

(vi) A maintenance service was provided fo a vehicle of an Elders Home free of charge. Maintenance
material costing Rs. 6 000 was used in this respect.

{viii) Monthly fire insurance premium of the business amounting to Rs. 4 000 was paid by the owner out of
his personal money.

{ix) Paid a loan instalment of Rs. 67 000 for the long-term loan of Rs. 400 000. This includes an interest

9 of Rs. 17 000, D,

[See page six
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(x) Maintenance services were provided on credit for Rs. 300 000 to institutional customers, A trade
discount of 2% was allowed on this amount. Maintenance material costing Rs. 154 000 was used for
these services, ' ’

(xi) Monthly salary of the workers was Rs. 84 000 and the balance amiount was paid after deducting the
salary advances as at 01.01.2020.

(xii) The electricity bill payable as at 01.01.2020 was paid. An electricity bill of Rs. 11 000 was received
for the month of January and it is not yet paid. :

(xiii) Maintenance materials costing Rs. 8 000 was damaged and they were sold on cash for Rs. 3 000.
(xiv) Received Rs. 14 000 for a trade debtor balance, which was written off during the previous month.

(xv) The rent of the business premises is Rs. 20 000 per month. The pre-paid rent as at 01.01.2020
represents the rent paid for the calender year 2020.

Required :
Record the balances as at 01.01.2020 and show the impact of transactions (i) to (xv) (with values)

using the accounting equation. State (+) if the value increases or () if the value decreases in front
of each value. (In answering this question, use a format similar to the one given below.)

(Rs,’000)
Assets Liabilities
p Prepayments B
Trade - Long<term | ‘Trade Otlier | Advances | Equity
[HE¥ Y,
PR @ity receivables and Cash lonns payables | Payables | received

Advances paid

Opening balance
Transactivns:

Closing halance

(Total 15 marks)

4. Sumudu PLC is a trading business. The company purchases goods only on credit basis and sales

are done on both cash and credit. The following information has. been extracted from the debtors
and the creditors ledgers of the business for the month ending 31.03.2020.

Debiors ledger as ar 31.03.2020 (Rs.’000):

Description Namal Traders Gamage Traders Nadun Traders Total
Opening balance 100 50 150 300
Sales - 300 450 750
Cash receipts (73) (50) (500) (625)
Discounts allowed (5) - (10) 15y
Closing Balance 20 300 90 410
Creditors ledger as at 31.03.2020 (Rs.000):
Deseription Saman Traders Amal Traders Mahesh Traders Total
Opening balance 300 - 150 450
Purchases 500 400 200 1100
Cash payments (290 (200) (150) (640)
Discounts received $10)] - - (10
Closing Balance 500 200 200 900
The totals of debtors and creditors ledger balances lists as at 01.03.2020 agreed with the respective
\__control accounts balances on this date. )

[See puge seven
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The cash account balance as at 01.03.2020 was Rs.50000. In addition to the cash transactions
included in debtors and creditors ledgers, the following cash transactions were also occurred during
the month of March 2020.

o Cash sales of the company was Rsl"@OQVOhOO. :
e Paid Rs. 552000 salaries after deducting Rs. 48 000 as employees’ contributions to Employee
Provident Fund (EPF).
e Remitted Rs. 120000 for EPF and Rs. 18 000 to Employee Trust Fund (ETF) for the Month
of Febroary 2020.
o Paid Rs. 250000 for other expenses.
The employee and employer contributions to EPF are 8% and 12% respectively. Further, the
employer’s contribution to ETF is 3%. Both EPF and ETF contributions are computed based on
the gross salary of employees. The company remits EPF and ETF of a particular month on the
5% day of the following month,
(Ignore the dates of the transactions.)
Required :
(1) The following prime entry books for the month ending 31.03.2020:
(i) Purchase Journal
(ii) Sales Journal
(iii) Cash Receipts Journal
(iv) Cash Payments Journal

(2) The following accounts for the month ending 31.03,2020:
(i) Cash Account
(ii) Debtors Control Account
(iif) Creditors Control Account 4
(iv) Salarics Control ‘Account
(v) EPF Payable Account o (Total 15 marks)

5. (a) The following information relates to three companies in the automobile industry for the year ending
31.03.2020.

Ratio Alpha PLC Beta PLC Gamma PLC
Current 12:1 28:1 251
Quick assets 096:1 25:1 2:1
Inventory turnover (times) 95 83 6.2
Debtors turnover (times) 4.1 45 38
Debt to equity 65% 80% 60%
Return on total assefs 9% 12% 14%
Required:

For each of the following situations, identify the relevant company and state the ratio that
provides the basis for it.

(1) The company with the highest leverage
(2) The company which shows the highest efficiency in the inventory usage
(3) The company with the highest liquidity »
(4) The company which generates the highest return on investment
(5) The company which shows the highest efficiency in collecting cash from the customers
(05 marks)
v

[See page eight
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(b} The summarised Statements of Financial Position of Ashan PLC as at 31.03.2020 and 31,03.2019
are given below.

Description o Asat31.03.2020  Asat 31.03.2019 I
T (Rs.’000) (Rs.’000) |

Property, plant and equipment (Carrying amount) ......... 35 500 30 100

INVEBIOIY crvnvivirreeniinnrreneerneresii i erisnenrae seavannrs 9 750 7 250

Trade receivables. . ..oovivviviviniriin s venrerees § 500 10 750

Cash and cash equivalents ......ocovivviiiiiniisnnn. 2 500 1 500

Total Assets 56 250 49 600

Stated capital - ordinary Shares ..........ccccooeeoroivencss 28 000 20 000

Revaluation feSErve .oovvvviiiiiniicviiinr e, 3 000 2 000 f

Retained earnings ................. SRR verveniens 67500 2 200

Lease oreditors ....vvvvviiiriiiiiiimr e e 12 500 16 500 ;

Trade payables ....cooooiiviiiiinii 4 350 7 400 :;

Provision for inCOME BX .veveeererriireeerenmraneeronnienerons 500 600 '

Bank OVEEGrafl ......cooviiviriveiieriieeeireeiiessreenreeenes 1 400 900

Total Equity and Liabilities 56 250 49 600

Additional information for the year ending 31.03.2020:

(i) During the year, the company paid an interim dividend of Rs. 1 200 000 and capitalized retained
earnings of Rs. 2 000 000, Further, the company issued 100 000 ordinary shares fo the public
and its entire consideration was received.

(i) Depreciation and income tax expense for the year were Rs, 2 100000 and Rs. 1160000
respectively. /

(iii) During the year, the company revalued its land for the first time at a surplus. There was
no other revaluation during the year. ..

(iv) The company disposed a machine at a gain of Rs. 400000 on 01.10.2019. This machine
was purchased on 01.04.2017 for Rs.3000000 and depreciated at 20% per annum on
straight-line method. Further, a new vehicle was purchased for cash during the year.

Required :
Statement of Cash Flows of Ashan PLC for the year ending 31.03.2020 as per LKAS 7 !
{Statement of Cash Flows) (10 marks) i

(Total 15 marks) |

6. (1) Malith Laboratories PLC is considering to replace the old medical testing equipment with a modern
testing equipment, If they decide to acquire this new equipment, the old equipment can be sold at its
book value of Rs. 250 000.
The estimated cash inflows and outflows of the new equipment are as follows.

Description Rs.’000 ‘

Purchase price of the equipment .......coovoviviiimmniivmri 1 800
Transportation cost of the equipment ... 200 ‘
Installation cost of the equipment .....ooiininne. [P 73
Residual value of the equipment af the end of the useful life................e. 125
Additional working capital requirement at the beginning of the project ...... 275

S
[See page nine
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Additional working capital can be recovered in the last year of the project. The expected
useful life of the new equipment is 5 years. If the new equipment is purchased, the annual
increase in the profit after tax of the company is estimated as Rs. 210 000. :

The required rate of return of this projéct is 10% and its discounting factors 1o the nearest
two decimals are as follows:

Year 1 2 3 4 5
Discounting Factor 091 083 075 0.68 0.62

Required :
(1) Schedule of cash inflows and outflows of the project for cach year.
(2) Net Present Value (NPV) of the project.
(3)" The recommendation as to the purchase of the new equipment based on the NPV.
5 marks)

(b) A welfare society has. decided to print a handbook containing advices to protect from COVID-19 virus,
it is expected to distribute this handbook free of charge to persons in guarantine centres with
a pair of gloves and a face mask. A soap manufacturing company has agteed to provide a
sponsorship of Rs, 1 500 for each beneficiary participates in this programime.

The estimated cost of this programme are as follows.

Rs.

Advising fee of doctors for the preparation of the handbook .....e.. 30 000
Printing cost per handbook ... i icereeier sy ae s e st saas 700
Editing cost of the handbook .......ooiviriiiiiiii 25 000
Cost of writing a chapter (The handbook consists of 07 chapters) ... 10 000
Cost of drawing pictures of the handbook «..iveeriiinveriii s 10 000
Typing cost perpage (The total number of ’52”;05 of the handbook is 30) 300
Cost of a pair of gloves .o P ... 100

200

Cost of a face mask
Required
{1) Total fixed cost and the variable cost per beneficiary.
(2) To cover the total cost of this programme:
(i) The expected number of beneficiaries.
(ii) The expected sponsorship from the soap manufacturing company,
(3) The expected number of beneficiaries to obtain a surphis of Rs, 100000 to the welfare
society fund from this programme.
(4) If a sponsorship of Rs.900000 is provided for this programine. by the soap manufacturing
company, the surplus that could be obtained for the welfare society fund. '
(10 marks)
(Total 15 marks)

\. ./
[See page ten
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7. (a) The information relevant to the inventory item 'DMI' traded by Suranga PLC for the month of
January 2020 is given below.

‘Date Description Quantity (Units) | Unit Cost (Rs.)

January 01 | Opening balaiice 500 20
January 05 | Purchases 300 24
January 12 | Sales 400 ?
January 15 | Purchases 300 25
January 25 | Sales 300 ?
January 31 | Purchases 200 26

Required :
(1) Cost of inventory of 'DMI' as at 31.01.2020 based on First-in-First-Out (FIFO) method
(2) Cost of sales for January 2020 based on Weighted Average Cost method
05 marks)
{b) The following information was extracted from the books of accounts of a sports club.
As at 31.03.2020 (Rs.) As at 31032019 (Rs.)

Accumulated Fund ? 300000
Life Membership Fund 160000 200000
Sports Equipment Fund ? 400000
Building Fund 1000000 -

Additional information:

(i) The annual subscription per member is Rs. 6 000, The club had 60 members as at 31.03.2019, of which
10 are life members. The life membership is confined only to the promoters of the club.

(i) The annual subscription could be paid in full at the beginning of the year or monthly in
equal installments, The members are given a 10% discount if the anaual subscription is
paid in full at once. These discounts are considered as expenses of the club.

(i) For the year ending 31.03.2020, 40 riembers paid the annual subscription at once at the
beginning of the year, which includes 05 new members joined the club on 01.04.2019.
Others paid subscription on monthly basis.

(iv) Donations received are recognised in income based on the extent of use.

{v) On 31.03.2020, the club spent Rs. 200 000 to purchase sports equipment, of which Rs. 150 000
was obtained from the sports equipment fund.

(vi) A project proposal was developed on 01.12.2019 incurring Rs. 86 000 to construct an indoor
stadium, A donation of Rs, 1 000 000 was received in this respect on 01.01.2020 and it is
recorded in the building fund. However, the club failed to commence the construction of this
stadium as expected due to the Covid-19 outbreak in the country.

(vii) The other operating expenses of the club for the year ending 31.03.2020 was Rs. 250 000.

Required:
(1) Income Statement for the year ending 31.03.2020
(2) Equity as at 31.03.2020 (Show each item separately.)
(3) Cash inflows and outflows for the year ending 31.03.2020 (10 marks)
(Total 15 marks)
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