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THE OPEN UNIVERSITY OF SRI LANKA

BACHELOR OF MANAGEMENT STUDIES DEGREE PROGRAMME
LEVEL -3

FINAL EXAMINATION 2018

FINANCIAL AND COST ACCOUNTING -MCU 1206

DURATION THREE (03) HOURS

No of Questions 05
No of Pag'es 08

DATE: 03.11.2018 TOTAL MARKS 100 TIME: 01.30p.m. to 04.30p.m.

Important Instructions

e Answer only four (04) questions including question number one (01).
& Show all workings. '
e Use of Non-programmable calculator is allowed.

Question No (01) (Compulsory Question)

The Trial Balance extracted from the books of accounts of Galaxy (Pvt) Ltd. as at 31.03.2018
is given below. '

(Rs.’000)
Dr, Cr.

Stated Capital (1,000,000 Ordinary Shares) ' 35,000
Retained Earnings as at 01% April 2017 15,600
General Reserve 7,500
10% Debentures 8,000
Property plant and Equipment — at cost

Land 43,000

Building , 20,500

Motor Vehicles 4,500
Accumulated Depreciation as at 01% April 2017

Building ' 3,700

Motor vehicles 2,000
Tax provision 2016/2017 50
Inventory as at 31 March 2018 6,200
Trade Receivables / Trade Payables 5,650 1,880
Cash at Bank ' 950
Sales ‘ . 25,000
Cost of Sale _ 10,700
Administration Expenses 3,920
Distribution Expenses 2,800
Interest on Debenture 400
Income Tax paid 110
Total 98,730 98,730
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The following additional information is also provided;

1) Property plant and equipment are to be depreciated on the straight-line basis at cost.
The useful life of the assets are estimated as follows.
¢ Building : 20 years
‘o Motor vehicle : 5 years
2) The following accrued and prepaid expenses as at 3 1% March 2018 are to be

accounted for: _ oo
Rs. -
Pre-paid Rent 25,000
Accrued Electricity 8,000

3) Further information on income tax are as follows:

o Income tax liability for the year of assessment 2017/2018 is estimated to be
Rs.250,000/- and is to be recorded in the books of accounts.

¢ Allincome tax payments made during this accounting year have been debited
to income tax paid account.

e The income tax provision for the year of assessment 2016/2017 was

~ Rs.50,000/- and it is to be adjusted for.

4) A trade receivable balance of Rs.50,000/- as at 3 1% March 2018 from Mr. Perera was
decided to be written-off as bad debt. Provision for doubtful debts of 5% should be
provided on balance trade receivable, balance at the end of the year. '

5) Motor vehicle which was purchased on 01.04.2015 at Rs. 1,000,000/- had been
disposed on 30.09.2017 for Rs.900,000/- .The cheque received for sale proceed had

* been correctly recorded in to the Bank Account but had been credited to the Retained
Earnings account. No other entries had been entered on this transaction so far.

6) On 10% April 2017 , the Board of Directors has decided to pay a final dividend of
Rs.5/- per ordinary share against the profit for the year ended 3 15 March 2017,

7) The financial statements were authorized for issue by the Board of Directors on 05
May 2017.

You are required to : _
Prepare the following for the purpose of publications of Galaxy (Pvt) Ltd.
I. Statement of Comprehensive Income for the Year Ended 31% March 2018.

II. Statement of Financial Position as at 31% March 2018. .

(Total 40 Marks)
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/ Question No (02)

respectively.

The partnership agreement contains

the following

00402

Amal, Bimal and Cyrimal were in a partnership sharing profit and loss in the ratio of 2:2:1

Partners are entitled to interest on capital at 10% per annum on the partner’s capital
_ TS L

account balances held at the beginning of each accounting year.

Amal and Bimal is entitled for a salary of Rs.60,000/- and Rs.36,000/- per annum

respectively.

Capital and current account balances as at 01% April 2017 were as follows.

Dr. (Rs:.’000) Cr. (Rs.*000)
Partners’ capital accounts.
Amal 4,000,000
Bimal 2,400,000
Cyrimal 1,800,000
Partners’ current account
. Amal 230,000
Bimal 160,000
Cyrimal 50,000
Drawings during the year
Amal 75,000
Bimal 43,200
Cyrimal . 90,000

The following additional information is also provided.
Following adjustments are required to be made for the year ended 31.03.2018.

1) On 31% March 2018, Cyrimal decided to retire from the partnership and remaining
partners agreed on the following conditions.

e Profit and losses are to be shared equally.

o It was agreed to continue interest on capital and Bimal’s salary as per the earlier
agreement without any change. '
e  Goodwill is valued at Rs. 1,000,000/~ and it is to be adjusted through the
partners® capital account without creating a goodwill account.
e On 31% March 2018, non-current assets were revalued and details of those are

as follows.
Revalued Amount as | Cost (Rs.) Accumulated
at 315 March 2018 Depreciation as at
, 31% March 2018
Land 3,200,000 3,000,000 -
Building 4,250,000 4,500,000 1,000,000
Plant 1,000,000 2,500,000 1,250,000
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2) Non-current assets will be carried at revalued amount in the books of account of the
partnership.

3) Total amount payable (o retiring partner should be kept in the partnership as a loan
provided to the partnership. :

4) The net profit (before appropriations) of the partnersh{p for the year ended 31% March
2018 was Rs.2,900,000/- _

5) Monthly drawings are as follows. Interest on drawings should be 12% per annuf.

Amal Rs.6,250 at the beginning of every month
Bimal Rs.3,600 at the middle of every month
Cyrimal Rs.7,500 at the end of every month

Using the above information, you are reqﬁired to prepare following as at 315t March
2018:

I. Partners’ Current Account
[I. Partners’ Capital Account
IIf. Loan Account of Cyrimal

(Total 20 Marks)
Question No (03)

The following information was extracted from the books of Senevirathne Traders, a sole
proprietorship: ‘

1 Assets and liabilities of the business are as follows. ' Rs.’000
. As at 01% April 2017 | As at 31% March 201 8

Land and Building (at carrying value) 5,000 4,800

Motor vehicle (at carrying value) 7,000 7,400

Fixed Deposit at 10% 1,000 1,000
Inventory 2,500 2,400

Trade Receivable 2,800 2,700

Cash at Bank 1,300 ?

Trade Payables 1,600 1,350
Accrued Electricity 220 ' 170

{. Mr. Senevirathne does not keep proper books of account for the business. He has
analyzed the bank statements of the business from 015 April 2017 to 31% March 2018
and summarized the transactions as follows:

Rs. 000 - Rs. 000 |
Deposits: Payments made by
: cheques:
Qut of cash sales 3,500 | Directors 280
' Remuneration
Receipts from trade receivables 2,500 Salaries 760
Receipt of a loan 1,000 Electricity 220
Page 4 of 8
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Payments made by cheques: Water 272

Cash purchases 1,250 Insurance 150

Payments to trade payables 1,500 Bad debts 28

Purchase of a motor vehicle on 31 | 1,000 Advertising 300

March 2018 -
III.  Senevirathne had deposited all cash receipts in to bank account except taking
Rs.25,000/- per month as drawings out of cash sales. e

IV. Senevirathne obtained a bank loan of Rs.1,000,000/- on 015 July 2017 at an interest
. rate of 15% per annum, in which the interest is to be paid monthly.-However, no

interest has been paid during the year ended 31% March 2018. Repayment of loan
will be started from Q1% April 2018,
V. Provision for bad debt should be 10% of debtors balance as at 31.03.2018

You are required to :

a. Prepare the Trial Balance of Senevirathne Traders as at 31% March 2018

(10 Marks)
b. The Statement of Financial Position as at 31 March 2018 for the same entity.
(10 Marks)
. (Total 20 Marks)
Question No (04) |
I. Following are the Income Statement for the year ended 3 1%t March 2018 and Statements
of Financial Position as at 31.03.2017 and 31.03.2018 of Sunshine Mobile Ltd.
Income Statement (Rs.000)
2017/2018
Sales 217,500
Cost of Sales (165,000)
Gross profit 52,500
Other Income 3.000
_ 55,500
) Distribution Expenses 6,375
Administrative Expenses 21,000
Other Expenses ' 3,225
Financial Expenses 1,000 (31.600)
‘-'- . Profit before Tax | ’ 23,900
te : Tax ' ' (8,900)
Net Profit after Tax (Profit for the Period) 15.000
Page 5 0f 8
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Statement of Financial Position (Rs.’000)
31.03.2018 31.03.2017

Assets
Non Current Assets
Property Plant & Equipment 134,700 135,000
Current Assets "
Inventory 8,700 9,300
Trade Receivables 13,350 15,750 |
Other Current Assets 2,700 4,500
Cash and Cash Equivalents 1,950 26.700 4,200 33,750
Total Assets ' 161.400 168.750
Equity & Liabilities
Equity
Capital & Reserves
Stated Capital issued at Rs.10/- each 04,800 02,100
Reserves 9,000 7,000
Retained Profit 35.950 44,950 24,400 31,400
Total Equity 139,750 123,500
Liabilities
Non Current Liabilities
15% Bank Loan - Peoples Bank 9,500 22,000
Current Liabilities _
Trade Payables 9,375 18,445
Tax Payables 2,775 12,150 4,805 23.250
Total Equity and Liabilities 161.400 68.750

Following additional information is also available

a. 80% of total sales and 15% of total purchases were on credit basis
b. Current assets as at 01.04.2017
e Inventory Rs.8,700,000

¢ Trade Receivables Rs.12,100,000

C. Current Liabilities as at 01.04.2017
e Trade Payables Rs.8,555,000
You are required to calculate the following ratios for the financial year 2017/2018

i  Gross Profit Ratio

ii  Net Profit Ratio

iii Quick Assets Ratio

iv  Current Ratio

v Inventory Turnover Times

vi  Average Debtor collection period
vii  Average Period of Accounts Payable

viii  Debt Equity Ratio

ix  Earnings per Share (EPS)
X Return on Total Assets

Page 6 of 8
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II.  Suppose you are the newly recruited Accountant of Sunshine Mobile (Pvt) Ltd. The
Managing Director of the company wants to get an idea of efficiency, profitability and
financial strength of the company of the current year compared to previous two years.

The following ratios have been calculated for the years ended 31% March 2018, 2017
and 2016 for this purpose.

Ratios 2018 2017 2016 |,
Current Ratio (CA/CL) 1:1.2 . 1:2 1:3
Quick Assets Ratio 1:0.25 1:0.5 . 1:1
Inventory Turnover times 09 Times 12 Times 15 Times
Debt collection Period 100 Days 62 Days 45 Days
Gross Profit Ratio : 31% 33% 42%
Net Profit Ratio 08% 13.5% 16%
Debt Equity Ratio 150% 120% 80%
You are required to prepare a report to the Managing Director of the company.
(10 Marks)
(Total 20 Marks)

Question No (05)

Power plant Ltd is the manufacturer of special turbine. Following information have been
extracted from the special order received from Hydro Power Company for the production of a

water turbine.
Job No :CC022 Customer : Hydro Power Company
Direct material issued from the Stores Rs.2,220,000/-
Direct material purchased from suppliers Rs.800,000/-
Direct Labour Cost- Departments Cuiting 350 hours, Rs.400/- per hour
Departments Fixing 240 hours, Rs.450/- per hour
Departments Finishing 120 hours, Rs.425/- per hour

A special welding machine has been taken on rent paying Rs.20,000 per day for fourty (40)

days. -
Machine hours recorded for the Job Hours
Cutting 334
Fixing 450
Finishing 300

Dispatch and shipping charge is Rs.300,000/-
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Overhead absorption policy of the company

Non-production cost should be absorbed according to the overhead absorption rates stipulated
by the company as given below.

I. Development cost should be allocated as 10% of primary cost.
II.  Gereral administration cost should be allocated as 15% of total production cost.
I, Direct material purchased from suppliers has been fully utilized to the production
during the year. _ B

Notes ‘ ’ N
1. Budgeted Information related to production department is as follows.

Machine hours | Labour hours | Production Over Head (Rs.)
Cutting 2,200 2,100 4,400,000
Fixing 1,500 1,800 7,200,000
Finishing 2,000 1,500 1,000,000

2. Direct material return to stores Rs.340,000/-
3. The company set 12% profit margin on each customer order.

You are required to calculate selling price charge from Hydro Power Company for the
production of special turbine.

(Total 20 Marks)
(Aggregate 100 Marks)

END
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