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THE OPEN UNIVERSITY OF SRI LANKA h

CERTIFICATE IN ENTREPRENEURSHIP AND SMALI. BUSINESS
MANAGEMENT PROGRAMME

LEVEL 02 - FINAL EXAMINATION- 2017

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

Date: 18.11.2017 Time: 1.30P.M. - 3.30P.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)
Following Trial Balance was extracted from the books of Aaranan Enterprises as at 31% March 2017

(Value in Rs’ 000)

Description Dr. Cr.
Opening stock at 01.04.2016 3750
Sales 93,750
Purchase 45,750
Freehold Land (at cost) 21,000
Motor Vehicle (at cost) 9,000
Furniture and Fittings (at cost) 15,000
Building (at cost) 17,500
Provisions for depreciation as at 01.04.2016:
Motor Vehicle 2,250
Furniture and Fittings 6,000
Building 2,625
Discount received 5,000
Office expenses 5,000
Electricity 750
Insurance 1,125
Telephone 80
Interest received from deposits 1,500
Rent & Rates 1,500
Rent-Received 15,000
Salaries & Wages 18,750
Sales Returns 1,000
Loan interest paid 1,000
20% Bank Loan 10,000
Provision for bad and doubtful debts — 01/04/2016 485
Debtors & Creditors 9,750 8,000
Capital 27,695
Cash and Bank 16,350
Fixed deposit at Bank 5,000
172,305 172,305
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You are given the additional following information

1.

il.

1il.

v.

The stock at cost as at 315 March 2017 was Rs. 3,600,000/=.
The foilowing expenses have to be paid for the year ended 31* March 2017.
Wages and Salaries Rs. 750,000/=.
Electricity Rs. 225,000/=.
Pre-paid expenses as at 31% March 2017 are as follows.
Rent and Rates Rs. 375,000/=.
Insurance Rs.225, 000/=.
A debtor owing Rs. 750,000/= is to be wriften off as bad debts. A provision for bad
debts is required to be provided at 10% on the balance outstanding.
Aaranan Enterprises depreciates its property, plant and equipment on the straight-line

method at the following rates.

e Motor Vehicle 20%
e Furniture & Fittings 10%
¢ Building 05%

During the financial year, a new motor véhj‘cle was purchased at a cost of Rs.
6,000,000/=. Further, one used Vehicle which had originally cost Rs. 3,600,000/= and
had written-down value of Rs. 1,400,000/= was sold for Rs. 2,000,000/=. No
accounting entries had been entered in the books other than debiting on purchase to the
purchase account and crediting the proceeds on sale to the sales account and these
additions and disposals are recorded in cash and Bank account. The policy of the firm
is that a full year’s depreciation is provided in the year of purchase and none in the year

of disposal.

Using the above information, prepare

a) The Income statement (Profit & Loss Account) of the Aaranan enterprises for
the year ended 31 March 2017.+ :
b) The Statement of Financial Position (Balance Sheet) of the Aaranan

enterprises as at 31% March 2017. _
(Total Marks 50)




Question No (02)

D
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L4 )

Deﬁne the following terms as given in Sri Lanka Accounting Standard 7 (LKAS 7)

(a) Cash and cash equivalent (04 Marks)
(b) Operating activities (02 Marks)
(c) Investing activities (02 Marks)
(d) Financing activities (02 Marks)

The following Statement of Financial Position was extracted from Latha Ltd as at
31% March 2016 and 31% March 2017.

Assets 31.03.2017 31.03.2016
Rs. Rs.
Non-current assets
Property, plant & equipment 850,000 725,000
Intangible assets 100,000 75,000

950,000 800,000

Current assets

Inventories 180,000 210,000
Trade receivables 120,000 90,000
Prepaid expenses 10,000 5,000
Cash and cash equivalents 190,000 145,000

500,000 450,000

TOTAL ASSETS 1,450,000 1,250,000
Equity and Liabilities

Equity

Stated capital-Ordinary share 900,000 800,000
Preference shares 150,000 200,000
Retained earnings 150,000 30,000
General reserve 100,000 70,000
Total equity 1,300,000 1,100,000

3



Current liability

Trade payables 142,000 140,000
Other payables 8,000 10,000
Total liability 150,000 150,000
TOTAL EQUITY AND LIABILITIES 1,450,000 1,250,000

Additional information:

(a) Depreciation provided during the year Rs. 75,000/=.
(b) During the year ended 31% March 2017 Machinery costing Rs. 200,000/=
(accumulated depreciation provision Rs. 80,000/=) was sold for Rs.130, 000/=.

You are required to prepare a cash flow statement (direct method). (15 Marks)
(Total 25 Marks)
Question No (03)

(D What is the difference between financial and management accounting?
(05 Marks)
(II)  What are the major cost elements? Explain briefly. (03 Marks)
(IlI)  What are the features of capital budgeting decision? (04 Marks)
(IV)  Using a graph, explain Economic Order Quality (EOQ) model. (04 Marks)

(V)  Lucky Ltd manufactures product X which requires material M. Each unit of
product X requires 2 kg of material M. Monthly demand for product X is 3,750
units. Cost per kilogram of raw material is Rs. 50/=. Lucky Ltd has to incur Rs.
1,440/= to place an order on raw material. Holding cost of material per annum is
10% of the cost of material per unit.

You are required to calculate:

1. Optimal order quantity. (03 Marks)
ii.  Optimal number of orders per year. (02 Marks)
iii. Annual total inventory cost. _ (04 Marks)

(Total Marks 25)




Question No (04)

Write short notes on the foliowing.
(a) Accounting Ratios.
(b) Bank Statement and Bank Reconciliation.
(c¢) Accounting and Book Keeping.

(d) Money Measurement Concept.

(e) Primary cost and Manufacturing cost. (05*05=25 Marks)

(Total Marks 100)
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