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THE OPEN UNIVERSITY OF SRI LANKA ,_
CERTIFICATE IN ENTREPRENEURSHIP & SMALL BUSINESS MANAGEMEN
PROGRAMME
LEVEL 02 — FINAL EXAMINATION - 2011

INTRODUCTION TO ACCOUNTS AND FINANCE ~ MCC 1206
DURATION — TWO (02) HOURS |

Date : 2011.11.05 Time : 1.30 p.m. - 3.30 p.m.,

Instructions :-
' s Answer only four (04) questions including No. 01.

» Non programmable calculators are allowed to use.

Q1. The following Trial Balance was extracted from the books of Ruchie Stores on

31.12.2010.
Rs’ 000
Debit Credit
Land and Buildings 4,000
Furniture and Fittings 500
Motor Vehicles 2,500
Trade Debtors - 1,000
Trade Creditors 800
Discounts allowed 90
Discounts Received 60
Transport Expenses 330
Bad debts 100
Salaries and wages 384
Electricity . 88
Insurance 48
'| Rates 18
Advertising 180
Balance at Bank 872
Opening stock 500
Purchases 6,000
Sales 10,000
14% Loan 1,000
Capital 5,000
Cash in hand ‘ 250
16,860 16,860




You are informed that

e A A T B A

Closing stock is Rs. 350,000/=.

Cost of Building Rs. 3,000,000/=.

Create a Provision for Bad debts, 10% of Trade Debtors.

Advertisement Materials remain unused at year end Rs. 50,000/=.

Interest on loan to be paid for 06 months.

Depreciate Buildings by 5%, Motor Vehicles by 20% and Furniture & Fittings 25%.
Salaries and Wages accrued Rs. 20,000/=.

Electricity accrued Rs. 8,000/=

Rates paid in advance Rs. 8,000/=.

You are required to prepare Trading and Profit and loss account for the year ended 31.12.2010.
and Balance sheet as at 31.12.2010. (40 Marks)

Q2.

Dilhan commenced business in textiles on 01.01.2011. He brought into the business;
- Rs. 1,000,000/- in cash
- Textile costing Rs. 840,000 for sales
- Fumniture worth with Rs. 160,000/=. to be used in the office
Following transactions took place for the month ended on 31.01.2011.
Opened business current a/c in a bank depositing 500,000/=.
Sold textiles costing Rs. §00,000/= for Rs. 640,000/=
Purchased textiles for Rs. 600,000/= on credit, later Rs. 300,000/= paid in cash.
Repaired furniture and business premises spending Rs. 150,000/=.
Purchased textiles for Rs. 400,000 and paid by cheque.
Sold textiles for Rs. 600,000/=, profit margin on sales is 25%.
Sold textiles on credit for Rs. 500,000/=, Profit Margin is 33 1/3 % on cost.
Textiles worth Rs. 40,000/= given for charity. |

e T A A o R

Creditors were paid 7.5% less. (discount received)

Debtors settled their dues 10% less. (discount allowed)

b ek
— O
. .

Deposited all cash in the Bank retaining Rs. 500,000/= in cash.

(a) Enter above transactions in the following accounting equation. Add the
columns and ascertain the final equation.

Capital + Creditors = Non current assets + Debtors + Stock + Bank + Cash

(20 Marks)



Q3. Almeida commenced business in buying and selling shoes. Following transactions 1

place for the month ended 31.03.2011.

Capital infroduced to the business
Purchase of Machinery and Equipment

Rent Paid

Purchases

Purchases on Credit from
Amal
Basil
Chamal
Dinal

Cash Sales

Credit Sales to - Ganeshan
Mohammed
Velupillai
Nadesan

~Purchase —Returns - Amal

Dinal

Sales — Returns - Mohammed
Nadesan

Salaries & Wages

Water, Electricity, Telephone charges
Drawings it Cash
Depreciation of Machinery 25% per year

Rs.

2,500,000
1,500,000
5,000
500,000

200,000
200,000
200,000
200,000
750,000
400,000
400,000

400,000

400,000
50,000
40,000
75,000

100,000
50,000
15,000

500,000

You are requested to enter above transactions in the Books of Prime Entry, post them to ledger

accounts and prepare Trial Balance as at 31.03.2011.

(20 Marks)



Prepare the Manufacturing Account of Bag Manufacturers for the year ended 31.12.2010
from the following transactions (show cost of Raw Materials consumed, Prime Cost and
Factory Cost of Production) '

00306
|

Rs.
Stock of Raw Materials 01.01.2010 1,800,000
Work in Progress 01.01.2010 120,000
Stock of Raw Materials 31.12.2010 ' 2,000,000
Work in Progress 31.12.2010 180,000
Purchase of Raw Materials 25,000,000
Direct Wages 5,000,000
Direct Expenses 1,000,000
Factory Maintenance 175,000
Depreciation of Machinery - ‘ 150,000
- Factory Rent - 200,000
Office Rent 100,000
Incentives to factory staff 250,000
Incentives to office staff 250,000
Electricity 240,000
Indirect Wages and Expenses 300,000
Carriage Inwards of Raw Materials 400,000
~-Purchase Returns of Raw Materials: - 250,000
(20 Marks)

Explain the following:-

Capital Expenditure

Revenue Expenditure

Correction of Cash Book and the preparation of Bank Reconciliation Statement.
Working Capital.

Income and Expenditure Account.

RN

(20 marks)
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Heisumld SEausdEEnd SrlGaEsimen.
L Bod @iy aur. 350,000/=
BglE Qeeve mur. 3,000,000/=.

2

Sipall_(pQuIrE SLETIHEHHETM GEHISHH HL68T Ul Gumflso  10% .
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QurEmsHsEnhaD 25% ewarm Gouel.tu sd GousmiBid.

~

Qsbing) FbLeTUpd medaepn L. 8,000/=.
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Q3. S8 urr,aﬁmﬂaasmm aunmid] ellp@d efwaruryGiorsimilensy @irbligasm. 31.03.2011
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