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THE OPEN UNIVERSITY OF SRI LANKA

CERTIFICATE IN ENTREPRENEURSHIP AND SMALL BUSINESS
MANAGEMENT PROGRAMME

LEVEL 02 - FINAL EXAMINATION- 2016

INTRODUCTION TO ACCOUNTING AND FINANCE - MCC 1206
DURATION - TWO (02) HOURS

Date: 19.11.2016 Time: 01.30 p.m. 03.30 p.m.

Instructions

Answer only three (03) questions including question number one (01).
Use of Non- programmable calculator is allowed.

Show all workings.

Question No (01) (Compulsory Question) 4
Following Trial Balance was extracted from the books of Sankavi Enterprises as at 31t March 2016
(Value in Rs’ 000)

Description Dr. Cr.
Cost of Sales 43,050
Sales 50,250
Freehold Land (at cost) 2,100
Motor Vehicle (at cost) 1,433
Furniture and Fittings (at cost) 923
Building (at cost) 1,554
Provisions for depreciation as at 01.04.2015:
Motor Vehicle 880
Furniture and Fittings 350
Building 505
Bank Interest 24
Discount allowed/received 14 36
Disposal of Furniture & Fittings 1,200
Drawings ' 455
Electricity 46
Insurance 35
Telephone 345
Motor vehicle repair 395
Interest received from deposits ] 666
Rent 190
Rent-Received 35
Salaries & Wages 568
Sales Returns 45
Stamp duty & Legal Fees 182
Inventory 31/03/2016 678
Provision for bad and doubtful debts — 01/04/2015 12
Fixed deposit at Bank 6,050
Debtors & Creditors 988 486
Capital 4,577
Bank overdraft balance 78
59,075 59,075




You are given the additional following information

i

iii.

iv.

Vi.

Sankavi Enterprises has rented a building for Rs. 20,000 a month on 01.04.2015. This
rental payment has not been made fully for the year.

Pre-paid Salaries & Wages on 315 March 2016 was Rs. 5, 000.

Provision for bad debts and a doubtful debt has to be adjusted at 10% of accounts
receivable (Trade Debtors).

Sankavi Enterprises depreciates its property, plant and equipment on the straight-line

method at the following rates.

~ e Motor Vehicle 20%
e Furniture & Fittings 10%
e Building 20%

Sankavi Enterprises has sold furniture & fitting on 1%t January 2016 which was purchased
on 01% September 2012 for Rs.800, 000/-. The amount received is credited in the disposal
of furniture & fitting account. No other entries has beén made in this respect. The policy
of the firm is that no depreciation is provided in the year of purchase and a full year’s
depreciation is provided in the year of disposal.

Stamp duty and Legal fees have been paid for the freehand land purchased during the

financial year.

Using the above information, prepare

a) The Income statement (Profit & Loss Account) of the Sankavi enterprises for

the year ended 315 March 2016.
b) The Statement of Financial Position (Balance Sheet) of the Sankavi enterprises

as at 315t March 2016. ~ (Total Marks 50)



00101

Question No (02)

I. State whether each of the following is “True” or “False”.
(a) Bad Debtors written off is an expenditure
(b) Owner’s withdrawal of money should be charged to income statement
() Since the life of the business is assumed to be indefinite, the financial statements
of the business should be prepared only when it goes into liquidation.
(d) The business entity concept states that business cannot be separated from its

owner.
* (e) Office furniture purchased on credit will be recorded in the purchases journal.
(05 Marks)
II. Classify following accounts as Personal accounts, Real accounts, and Nominal account.
(a) Salaries accounts.’ ‘
(b) Furniture accounts.
(©) Creditor-Peter account.
(d) Office equipment.
(e) Cash accounts. (05 Marks)
III.  Record the following transactions in Petty Cash book with analysis column.(Use motor
vehicle expenses, Postage, Clearing expenses, Stationary and travelling as analysis
column.)
R Date 2015 | Voucher No. | Transaction
2517 Petty cash imprest received Rs. 3,000
26/7 125 Repairs to motor vehicle Rs. 160
126 Postage Rs. 120
127 Petrol Rs. 140
128 Cleaning expenses Rs. 178.
129 Traveling expenses Rs. 185
130 Stationery Rs. 180
28/7 131 Payment to Mr.Charles for settlement of his account
Rs. 75
132 Postage Rs. 125
Petrol Rs. 189
29/7 134 Clearing expenses Rs. 85
135 Travelling expenses Rs. 175
136 Envelopes and stamps Rs. 60
137 Petrol Rs.120
(15 Marks)
(Total 25 Marks)



Question No (03)

(D Explain the importance of the concept of Break Even Point (BEP). (04 Marks)
(II)  Lath Ltd. manufactures a single product, which sells for Rs. 25/=. Cost structure of
the product is given below.

Variables Costs: Cost per unit (Rs.)

Direct materials 4.00

Direct Labour 3.00 2
Direct other expenses 3.00

Budgeted fixes costs are Rs. 121,000 /= per annuam. It was expected that 13,500 units would
be manufactured and sold.

You are required to calculate.

(@
(b)
©
(d)
(e)

Contribution per unit. (04 Marks)
Contribution sales (C/S) ratio. (04 Marks)
Sales value at the break-even point (04 Marks)
The margin of safety ratio. (04 Marks)
If selling price goes up to Rs. 30/=, what is the new break-event point in both
units and sales value. (05 Marks)
(Total Marks 25)

Question No (04)

Write short notes on the following.

.
II.
[11.
V.
V.

Margin of Safety
Process Costing
Accounting Ratios
Bank Overdraft
Trial Balance .
(05*05 = 25 Marks)
(Total Marks 100)
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