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THE OPEN UNIVERSITY OF SRI LANKA
BACHELOR OF MANAGEMENT STUDIES DEGREE PROGRAMME

FINAL EXAMINATION - 2012
'FINANCIAL AND COST ACCOUNTING — MCU 1206
DURATION: THREE (03) HOURS

DATE: 19.02.2012 ' TIME — 9.30 a.m to 12.30 p.m

Iustructions

Answer any four (4) Questions including question number (01) one, show all workings.
- Use of non-programmable calculator is allowed.

QL. The following Trial Balance extracted from the books of Vapasariya Co. Ltd on

30.09.2011.
Rs* 000
Directors salaries 1,000
Selling and distribution expenses 450
Bank Interest ' : 99
General Expenses 430
Insurance 60
| Electricity 300
Salaries and wages 966
Advertising ' 300
Trade Debtors 1,000
Employment provident fund contribution 99
Employment trust fund contribution 33
- Trade creditors 800
Employment provident fund payable 8
Employment Trust fund payable 3
Provision for bad debts . 100
Sales 16,000
Ordinary shares (300,000) at Rs.8/= each 2,400
12% preference shares (50,000) of Rs.10/=each 500
14% Debentures 500
Share premium 600
General reserve 1,600
Retained profits 1,750
Bank overdraft - 600
Inventory 01.10.2010 1,100
Cash in hand : 1,649
Taxpaid : . 500
Purchases 8,000
Land & Buildings (Buildings 7000,000) 8,000
Furniture & fittings 950
Motor vehicles 2,200
Provision for depreciation of buildings 01.10.2010 , 700
Provision for depreciation of furniture & fitting 01.10.2010 475
Provision for depreciation of motor vehicles 01.10.2010 1,100
| 27,136 ] 27,136




Additional Information

Q2.

(1) Authorized share capital consists 0f:500,000 Ordinary Shares of 10/= each
200,000 12% preference shares of 10/- each -
@) Inventory on 30.09.2011. Cost Rs. 600,000/= Net realisable value Rs.500,000/=.
(3) During the year ended 30.09.2011, company requested ordinary share holders to pay
the balance Rs.2/= a share. Only Rs.400,000/=received. No entries made in the
relevant accounts till the year end.
(4) Salaries and wages include compensation paid to an ex—employee Rs. 134,000/=.
(5) Taxation for the year Rs.750,000/=
(6) Depreciate: Buildings 5% on cost
Furniture & Fittings 25% on cost
Motor vehicles 25% on cost
(7) Selling and distribution expenses overpaid Rs, 50,000/=
& On 30.09.2011, vehicle costing 500,000/= sold for Rs. 250,000/=. This vehicle was
bought on 01.10.2009. This Rs.25,000/= was debited to cash a/c and credited to
retained profit account.
(9 Electricity accrued Rs.25,000/=.

(10)  Appropriations should be done as follows.

(a)

(i)  Transfer to general reserve Rs.1,500,000/=
(i)  Preference dividend to be provided

00242

(ifi) Ordinary dividend proposed 20%  of the capital at the bigging of the -

year,

You are required to prepare
Trading, profit and loss account for the year ended 30.09.2011 and the Balance Sheet on
30.09.2011. (40 marks)

Cholaka of Colombo and Chora of Vauniya formed a joint venture to import and
sell solar lanterns. Cholaka imported lanterns and Chora sold them in Vauniya.
Cholaka too sold lanterns. They shared profit and losses equally.

Following information is for the 3 months ended on 30% Sept. 2011, the date the
joint venture terminated and settlements made between them.

Cholaka imported 1000 lanterns. Each costs Rs. 500/=. Insurance & Freight
Charges Rs.100/= for each. Import duty is Rs. 150/- each. Transport charges Rs.
5,000/= was paid for transportation to Vauniya.

Chora accepted 700 lanterns and returned the balance. Sold 500 lanterns for cash at

Rs.750/= each, 190 lanterns on credit at Rs.850/= each. Took 10 lanterns for his
own use at Rs5.650/=each. Spent 1500/= as traveling expenses. He sent

Rs.50,000/= to Cholaka through one of his friends, but-his friend disappeared with

the money. Chora has to bear the loss for his negligence.

Cholaka sold 45 lantemns at Rs.800/= each, 05 taken for his use at Rs.650/= each
and sold 250 lanterns on credit at Rs.850/= a lantern. Cholaka and Chora both
collected money for their credit sales.

In the books of Cholaka prepare joint venture a/c with Chora, in the books of Chora,

prepare joint venture a/c with Cholaka, and the Joint Venture Memorandum A/C.

(20 marks)
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Q3.

00242

Vinothan of Colombo imported wall clocks from China. He appointed Rajanathan
of Trincomalee to sell these wall clocks on consignment basis. In addition to his
expenses, 20% cash sales commission and 25% credit sales commission will be
paid to him. He is fully responsible for credit sales.

Following transactions took place for the 3 months ended 30" November 2011.

* Insurance & freight charges Rs.50/=

each
* Duty Rs.100/= each

* Transport charges to Trincomalee

Rs.5000/=

Returned clocks were repaired and sold at

Rs.100/= each

Vinothan Rajanathan
* Imported 1000 wall clocks Accepted only 900 clocks
Cost Rs.200/= per clock 100 returned paying 500/= as transport
charges

Sold 500 clocks Rs 5350/= each

Sold 300 clocks on credit Rs.600/= each

Advertising charges Rs.3000/=

Remitted Rs.375,000/= to Vinothan

Show the following accounts in the books of Vinothan.
(1)  Consignment account with Rajanathan.
(2) Consignees account (Rajanathan’s account)

3) (Goods sent on consignment account
for the 3 months ended on 30.11.2011.

(20 marks}

Q4. Pinmsi, Pinsiri and Piyasiri were in partnership for number of years. Dispute arose
among them in July 2011 and they decided to dissolve the partnership. The balance
sheet of the partnership on 31.07.2011 is as follows.

Capital Accounts Rs. Rs. Assets Rs. Rs
Pinrisi 500,000 Non current assets
Pinsiri 500,000 Land & buildings Net 950,000
value
Piyasiri 200,000 1,200,000 | Office equipment Net 100,000
value
Motor vehicles Net value 600,000
Furniture & Fittings Net 75,000
value
Current Accounts 1,725,000
Pinrisi 400,000 Current assets
Pinsiri 200,000 Inventory 200,000
Piyasiri 100,000 700,000 | Debtors 200,000
Less provision for bad ~ (20,000)
Non current liabilities debt _ 180,000
15% Loan from Asiri 100,000 | Cash at Bank 75,000
Current Liabilities
Creditors 175,000
Accrued expenses 5,000 180,000
Total 2180,000 2180,000




00242
Assets Realized as follows _ .
Land and Buildings 1,140,000/= .
Office equipment 50,000/=
Motor Vehicles 500,000/=
Furniture & Fittings  30,000/=
Inventory . 100,000/= -
Debtors 100,000/=

Additional Information _

Dissolution Expenses Rs. 40,000/=

Creditory accepted  Rs.155,000/=

‘Accrued expenses paid

Loan paid with 1 year interest

Partners decided to share profits and losses equally. _

Piyasiri should receive Rs.300,000/= as his share and any deficit should be borne by the
other two partners. '

You are required to prepare
Realization account

Bank account

Creditors account

Loan account (Asiri)
Combined capital account

vk

(20 marks)
Q5. Explain with examples

(a) Job costing and process costing

(b)  Leasing of non current asset and purchase of non current asset.

(c) Advantages of having a petty cash book in a business and the purpose of
preparing the Bank Reconciliation Statement. '

(d) Capital Expenditure and Revenue Expenditure.

(20 marks)

-All rights Reserved-
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