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THE OPEN UNIVERSITY OF SRI LANKA

ADVANCED CERTIFICATE IN ENTREPRENEURSHIP AND SMALL
BUSINESS MANAGEMENT PROGRAMME

LEVEL 02 - FINAL EXAMINATION- 2019/2020

ACCOQUNTING AND FINANCE FOR ENTREPRENEURS
MCC1206/MSC2406

DURATION - TWO (02) HOURS

Date: 29.02.2020 Time: 10,06 a.m. To 12,00 p.m.

Instructions

Total number of questions five (05). Answer only three (03) questions including question
number one (01). Show all workings clearly. Use of a Non-programmable calculator is
allowed.

Question No (01) (Compulsory Question)

Rohana Motors is a Sole Proprietorship, which sclls motor cycles. The Trial Balance
" extracted from the books of accounts of Rohana Motors as at 31.03.2019 is given below.

Rohana Motors

Trial Balance as at 31% March 2019 (Rs.”000)
Description Dr. . Cr.

Property Plant and Equipment — at cost

Land 4,000

Building - ‘ 2,500

Computers ' 800

Delivery Lorry 1,250
Accumulated Depreciation as at 01% April 2018

Building 500

Computers 250

Delivery Lorry 520
Sales o 27,000
Purchases 18,000
Inventory as at 01 April 2018 6,300
Trade Recetvables 2,000
Trade Payables 3,000
Provision for doubtful debts as at 1™ April 2018 150
Finance Expenses of the year 100
Sales and Distribution Expenses of the ycar 1,200
Cash in Hand 250
Bank overdraft 300
Administrative expenses for the year 1,100
Capital as at 01 April 2018 6,280
Total 38,000 38,000




The following additional information is also provided;

1) Closing inventory as at 31 March 2019 was valued at Rs5,750,000/- and the Net
Realizable Value (NRV) is Rs.5,500,000/-

2) Insurance of Rs.90,000/- has been paid for the period from 01 July 2018 to 30™

June 2019, This is included in the administrative expenses.

3) Unpaid accrued sales commission is Rs.50,000 for the month of March 2019,
4) Property Plant and Equipment are to be depreciated on the straight-line basis at

cost. Followings are the depreciation rates,
¢ Building 1 05%
e Computers 1 20%
e Delivery lorry : 10%

5) Owner of the Rohana Motors decided to write-off Rs.50,000/- receivable from
Arun Motors, a trade receivable as bad debts, and to make a general provision of
10% for doubtful debts on the balance remaining trade receivable balance as at 315
March 2019,

You are required {o prepare the following:

[. Statement of Income for the Year Ended 31% March 2019,
1. Statement of Financial Position as at 315 March 2019.
(Total Marks 40)

Question No (02)
I State two (02) objectives of Financial Accounting (02 Marks)
1L Identify the relevant accounting concept applicable to the following statements.

I,

Iv.

(a) Every transaction is recorded in terms of money
(b) Cash withdrawn by the owner of a business is considered as the drawings.
(02 Marks)

List two transactions recorded in the Genera! Journal (02 Marks)

Record following two transactions on the accounting equation [Assets = Equity +

Liabilities]
a.  Owners invested Rs,1,000,000/- in cash and Rs. 2.5 million worth Land and
Rs.3.5 million worth of Building to a business. (04 Marks)

b.  Annual Insurance premium of a motor vehicle Rs.120,000/- was paid through a
cheque on 01% July 2018, during the financial year—01.04.2018 to 31.03,2019
(03 Marks)

What arc the advantages of preparing the Income Statement and the Statement of
Financial Position for a business organization? (04 Marks)

2




VI

VIL

VIIL,

IX.

Categorize the following accounts in to Assets, Liabilities, Income, Expenses, and
Equity.

No Accounts Classification
a. | Discount receipt from a supplier 7

b. | Rent income received in advanced ?

c. | Bank Loan of 15% ?

d. | Bad debts written off ?

¢. | Key money paid to the property owner ?

(05 Marks)

The following information was extracted from the books of Saman Traders for the
year ended 31% March 2019:

Description Rs.
Capital as at 01™ April 2018 Rs.550,000
Profit for the vear ended 31% March 2019 Rs.155,000
Drawing during the year Rs.350,000
Additional Capital introduced during the year Rs.200,000
Five year Bank Loan of 14% ‘ Rs.300,000
Current Liabilities as at 31° March 2019 Rs.300,000

Based on the above information, you are required to calculate the value of total assets
as at 31* March 2019 of Saman Traders,
(04 Marks)

The following information was extracted from the books of Samarasinghé Optical for
the year ended 31 March 2019.

Description Rs.

Net assets as at 01" April 2018 : 850,000
Net assets as at 31% March 2019 525,000
Drawing by the owner during the ycar 150,000
Additional capital introduced during the year 250,000

Calculate the Net Profit of Samarasinghe Optical for the year ended 31% March 2019

using profit equation. (02 Marks)
State two ready-made accounting softwares that can be used by Micro, Small and
Medium Enterprises (MSMEs) in Sri Lanka. (02 Marks)

(Total Marks 30)




Question No (03)

You are given following information from the books of Dress Smart Traders a retailer
of different garment items situated in Pamunuwa Maharagama., The owner, Ms,
Akarsha, buys garment items and making some value additions and sells in their outlets.
Ms. Akarsha, buys some renowned brands also by paying a royalty to the original

producers.

Value in (Rs)
Raw material stock as at 01.04.2018 270,000
Raw material purchases 2,980,000
Carriage inwards of raw material 320,000
Purchases returns of raw material 60,000
Factory rent 450,000
Depreciation of Machinery 800,000
Factory Managers’ salary 440,000
Salary of Production staff 1,630,000
Royalties paid 900,000
Repairs to machinery 150,000
Indirect consumables 70,000
Factory secority 124,000

Additional Information

At the year-end as at 31.03.2019 the cost of raw material worth Rs.310,000/- remain in

the closing inventory.

The owner Akarsha, keep a 10% profit margin on the cost of production and maﬂ( the

selling price.
You are required to calculate following.

i. Cost of raw material consumed
it. Prime costs

iit. Production cost of garments completed

iv. Profit margin

v. Value of transfer price of garments in to the Trading Account of Dress Smart

Traders.

(Total Marks 30)




Question No (04)

L
1L

II1.

(a)
(b)
(c)

(d)
(©)

®

What is a cash flow statement of a business organization? (04 Marks)
What is the difference between a cash flow statement and an income statement?

(04 Marks)

A biscuit manufacturer produces a packet of biscuit and mark at a selling price
of Rs.150/- for each unit. Costs of the production are as follows,

Cost Value (Rs.)

Direct material per unit 45/~
Direct Labour 25/-
Direct other 20/~
Fixed Cost of the Production 6,000,000/~
Forecasted Sales of biscuit packet in units
150,000 per month
Calculate the Contribution per Unit {04 Marks)
Calculate the Contribution to Sales (C/S) Ratio (02 Marks)
Calculate the Break Even Point of new product in unit & value

' (04 Marks)
Calculate the Margin of Safety (04 Marks)

If selling price of the buscuit packet goes up by Rs. 15/-, what is the new Break

Even Point in units?

(04 Marks)

Assume that the manufacturer needs to achieve a target profit of Rs.1,500,000/-
from this production during the specified period. How many units should be sold
to achieve this target profit after the price goes up mentioned in (e)?

(04 Marks)
(Total Marks 30)
Question No (03)
Write short notes for the following.
1. Accounting Function II.  Accounting Process
T, Assets IV.  Manufacturing Accounts
V.  Bank Current Account VI.  Statement of Financial Position
(05 Marks for cach)
(05*06 = 30 Marks)
(Total Marks 100)
Copyright Reserved
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