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THE OPEN UNIVERSITY OF SRI LANKA "-
CERTIFICATE IN ENTREPRENEURSHIP AND SMALL BUSINESS
MANAGEMENT PROGRAMME
LEVEL 02 - FINAL EXAMINATION- 2017
INTRODUCTION TO ACCOUNTING AND FINANCE - MCC 1206
DURATION - TWO (02) HOURS

Date: 18.11.2017 Time: t.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 31st 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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Yon are given the additional following information

\..

L The stock at cost as at 31 st March 2017 was Rs. 3,600,000/=.

11. The following expenses have to be paid for the year ended 3151 March 2017.

Wages and Salaries Rs. 750,000/=.

Eiectricity Rs. 225,000/=.

lll. Pre-paid expenses as at 3pt March 2017 are as follows.

Rent and Rates Rs. 375,000/=.

Insurance Rs.225, 000/=.

IV. A debtor owing Rs. 750,000/= is to be written off as bad debts. A provision for bad

debts is required to be provided at 10% on the balance outstanding.

v. Aaranan Enterprises depreciates its property, plant and equipment on the straight-line

method at the following rates.

• Motor Vehicle 20%

,.

• Furniture & Fittings

• Building

10%

05%

-"
VI. During the financial year, a new motor vehicle 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 {or 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 3 I 51 March 2017 .•

b) The Statement of Financial Position (Balance Sheet) of the Aaranan

enterprises as at 3151 March 2017.

(Total Marks 50)
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00132
Question No (02)

(1) 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)

••

(II) The following Statement of Financial Position was extracted from Latha Ltd as at
31st March 2016 and 31st March 2017.



Trade payables

Other payables

142,000

'.

Current liability

140,000

8,000 10,000

Total liability 150,000 150,000

TOT AL 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 3 l " 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)

(I) What is the difference between financial and management accounting?

(05 Marks)

(II) What are the major cost elements? Explain briefly. (03 Marks)

(III) 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 d.emand for product X is 3,750

units. Cost per kilogram of raw material is Rs. 50/=. LuckyLtd 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)

11. Optimal number of orders per year. (02 Marks)

Ill. Annual total inventory cost. (04 Marks)

(Total Marks 25)
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Question No (04)

Write short notes on the following.

(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)

Copyright Reserved -

5



~ 60 lliJ60) if> $5l!Dit~ u 6i:Jif> 60) so c5 ffi W ffi tb

Q~ iT u5l212lrf160)LD~~ 6ll (!P tb 1fl!!5iW 6111W ITUIT!J (!P ffi IT60) LD~§)J 6ll (!P tb ffi rD60) If> Q UJn51
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ffirr6llW - ~!J~(B (02) lDooot1§j$5lwIT6lllli1ffiGfr

$5lffi$5l: 18.11.2017 {i;OJ!JLb: 1.30 U1.u - 3.30 U1.u

c91p3lGlJ WI~ ff>6i:Jffi ill

• (!P~6llITtb 6ll160TIT (0 1) ~LU L @6lirllJl (03) 6ll1601ITc5ffi@9c5@) LDLCBtb 6ll160)L ~®ffi.

• r5lffiWlf 1fl~$5l Lu61 LlJUL IT~ ffi6OOf)uUIT 6lirffi6fT UIT6ll 60)601c5@) .9I@lLD$5lc5ffiuuLCB6fT 6lT~.

• 6Tsoso IT Q,'f uJ (!p 60)IDffi 60) 6lT~ tb ffi ITL CBffi.

6ll1601IT ~6ll (01) (ffiLLITW 6ll1601IT)

U16lir6lJ®tb 31 LDrrITCf 20176i:J gLillonul9-WIT601

Lj$b~ffilliJffi6Tl16D1®$§)J U1rf1$bQ~CBc5ffiUULL§)J.

UIfL6~Cfu5$5lwrr601§)J Aaranan Enterprisessn
(GUllJILD~ ®UIT' 000)

6ll1U!Jtb 6ll!J6lJ. GCf 6ll6lJ.

<Ql,!Jtbu ~®ULj 01.04.2016 3750
6111rDU (jij)601ffi ill 93,750
Gffi ITill 6lJ6016lJ ffi ill 45,750
r5l6ll tb ( ffi1!JW $b $5l6D ) 21,000
(8LDITL L ITfr 6ll ITffi 6Ntb ( ffi1!JW $b $5l6D ) 9,000
~ 6TTUITL tb LDrDllJI tb Qu IT® $b§)Jc5ffi ill (ffi1!J W $b $5l6D ) 15,000
ffi L 19-L tb (ffi1!J W $b $5l6D ) 17,500
01.04.2016 gLillonul9-Wrr601 $5l!J~L GUllJILDIT 601

(8~uJ61j 6JrDuITCB:
(8LDITLLITfr 6ll ITffi senb 2,250
~onUITLtb LDrDllJItb GUIT®$b~c5ffi6fT 6,000
ffiLl9-Ltb 2,625

Gu rD!D ffi u5l6lJ 5,000
&l ~ 6ll so ffi GCf so 6lJ ffi ill 5,000
u516lirCfIT!Jtb 750
ffi rrU LjllJl $5l 1,125
G~rr(jij)6ll(8ucfl 80
(0) 6ll U Ljc5 ffi 6Tl16D1® $§)J GUrD!D 6llLl9- 1,500
6lJm,(jij)ffi LDrDllJI tb ffi L L6'Om lliJffi ill 1,500
GUrD!D 6llITL(jij)ffi 15,000
Cftb U on tb LDrDllJI tb an6D1 ffi ill 18,750
6111rDU (jij)601 $51® tb U 6Dffi 6fT 1,000
ffiL®lc5ffiIT ffi GCf~$b~UULL 6llLl9- 1,000
20% 6ll r6Jffi1 ffi L 6lir 10,000
mWc5ffiL6lir LDrDllJItb &l!D6ll1L (!Pl9-WIT ffi L ®l c5 ffi IT601

485
6JrDuITCB - 01/04/2016
ffiL 66Tu CBUJfr LDrDllJI tb ffi L 6lirGffi ITCBUJfr 9,750 8,000
c!p6ll~601tb 27,695
ffi IT8i LDrDllJI tb 6ll r6Jffi1 16,350
6lJr6Jffi1uJ1~ ill on 09 (jij)soui IT601 (jij)6llULj 5,000

172,305 172,305
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1. 31 IDrTfrf.F 2017 so ~oh6TTUllfWrT6OT ~®ULJ (ffilfTw$iJ$516i:l) (fl)UrT. 3,600,000/=.

11. Uh,ITr6lJ®L0 31 LDrTITif 2017 so (!Pllf61J6U)Lrt~ 61J®L$iJ$51dJffiIT a; QIJ~$iJ~uuL (g6lJ~llfW6U)6lJ.

lJibU6TTtD LDdJ!)JJtD 0.,615) ®UrI. 750,000/=.

u5ibirlJfTfTtD ®urT.225,OOO!=.

111. 31 LDfTITf.F 2017 so ~oh6TTUllfWfT6lJT (!pdJU6mlT QIJ6\)6ljffioh 6lJ®LDrT!)JJ:

61JfTL6U)ffi LDdJIDltD ffiLL6mlTffilffioh ®UfT. 375,000/=.

ffifTUlj!)JJ$51 ®UfT. 225, 000/=.

IV. ®UfT. 750,000/= QUIDlLD$51WfT6lJT ffiL66TuCBLDIT ~!D6illL(!PllfWfT ffiL6lJTfTffi U$516lJW!ffiffiUUL

(g61J600rCBib. 6T®cilw uS'$51uJ16i:l 10% ~!D6ill L(!PllfWfT ffiL 66T 6JdJufTCB QlJuJw (g6lJ6OOrCBI.b.

v. Aaranan Enterprises <Qj,~6lJTtD QUfTn)1 LDdJIDJI.b ~UffifT6mlTlliJffi6U)6TT Ul66T61J®LDfTIDJ(gLDIT(gffifTLCB

(!p6U)!D6U)W uw66TuCB $iJ$51 (g~uJ 6illCBffil!D~.

• (8LDfTLurir 6lJrTffi6NW 20%

• §)6TTUrrLtD LDdJIDltD QUfT®$i:i~ci;ffioh 10%

• ffiLlq.LW 05%

VI. @6iJ rb1$51WfT6OOrllf6\) ®UfT. 6,000,000/= ffi1fTW QUIDJLD$51wrr6lJT lj$51w (8LDfTLLfTIT6lJfTffi6llTGWfT6MIDJ

GffifT6ir6lJ6l!T61jGIfWWUULL(:!)J. (8LD~W ®urr. 3,600,000/= QUIDJLD$51WfT6lJTffi1fTw$iJ6U)~li.j1.b ®UfT.

1,400,000/= @6U)!D$i:i§)Q~@~UULL QUIDlLD$516U)W GiffifT600rL uw66TuCB$i:i~UULL C&WfTLLfTir

6lJfTffi6l!TGLDrT6lirIDJ®UfT. 2,000,000/= dJ@ 6illdJffiuULL~. QffifToh6lJ6lJT6lj ffi6OUTffiffi16\)

Qffi noh 61J6lJT6U)61J 61JfT6lj 6U)61J$i:i~6\), 6illdJU 6U)6lJT ffi6mlTci;ffi16i:l 6illdJU 6U)6lJT 61J® LDn6lJT~6U) ~ (.;I1f6\)6lj

6U)61J$i:i§)6i:l LDdJIDJtb @6iJ Qffi rroh 61J6lJT6lj LDdJIDJtb 6illdJu 6U)6lJTffi6U)6TT ffi rr8i LDdJIDJib 6lJlliJffi1

ffi 6mlTci;ffi16i:l U $516lj Qa= uJ 6lJ6U)~ §)6ill ITrt~, (g61JIDJ 6Trt ~ Q61Jrr® ffi6lmTci;ffiL CB U ~ 6ljffi(@)tD

(8LDdJQffirroh6TTuuL6ill6\)6O)6\). Qffirroh61J6lJT6lj 6lJ®L~$b16i:l (!P@ 61J®L~$b1dJffifT6lJT (g~uJ6lllL®2JtD,

6illdJu 60)6lJT 61J®L $i:i$b16\) (g~ tiJ 6illL rr60)LDlLjtD rb1IDl6lJ6lJT~$b166T Qffi rrsir 6U)ffiW rr@tD.

a) Aaranan enterprises @66T 31 LDrrITf.F 20176i:l (!Pllf 6lJ6U)L rt~ 6lJ® L $i:i~!iJffi rr6lJT

6lJ® LDrr6lJT Qa= 6\)6lj tm!iJ IDl (@6\)fTU LDLL ffi6mlTci;@)

b) Aaranan enterprises @66T 31 LDrrITf.F 20176i:l s.,oh sm.ncunr 6lJT rb1$b1 rb16U)6\)6U)LD

tm!iJIDJ (mrtQ~rr6U)ffi).
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.illl60HT @l6\) (02)

(b) GlifW dJ u rrL C8 [!)L 6lJ 19-It 60VI) ffi 6iT

( c) (!P~ 6D LC8 !f>L 6lIl9- It 6n) ffi ffi 6iT

( d) ~ $5lW LL6U !f>L 6lJ 19-It 6n)ffiffi 6iT

(°4 Lj6fT6TI1ffi 6fT)

(02 LJ6hGlTlffi6fT)

(0 2 Lj6fT61Tlffi6fT)

(02 Lj6fT61Tlffi 6fT)

(II) t5l6O"r6ll®tD 31 wrrfr if 2016 wdJIDJtD 31 wrrfr if 20 17 ~6fT61lul9-wrr6lH Latha Ltd @6O"r

~ $5l ~ 6n) 6\)6n) W andJ IDJIt ffi 61Tl6\S1® dJ ~ t5l rf1sf,Q~ C8It ffi UU L L 6n) 6lJ .

Q(f rrsf,[)J ffi ffi 6fT 31.03.2017 31.03.2016

®urr. ®urr.

!Jj6IDL(!p6IDlDUJ6U6\)rr Q(f rrsf,[)J1t ffi 6fT

<Q!,~6lHtD Qu rrn51 wdJIDJ tD ~Uffi iT 600TtD 850,000 725,000

ffi dJ Lj6\)6OOTrrffi rr~ Q(f rrsf,[)J ffi ffi 6fT 100,000 75,000

950,000 800,000

180,000 210,000

120,000 90,000

10,000 5,000

190,000 145,000

500,000 450,000

1,450,000 1,250,000

900,000 800,000

150,000 200,000

150,000 30,000

100,000 70,000

1,300,000 1,100,000

3

-- ... --~.-



142,000 140,000

8,000 10,000

150,000 150,000

1,450,000 1,250,000

(a) ~6iJ 6lJ®L!iJ~rDffiIT6OT (g~w6lj @UIT. 75,000/=.

(b) 31 LDITfr8= 20 17 (!Pl!f6ll6n)L!5~ <Q!,6OOr(B ffiITI5\)!iJ~6\) ~6rlTWl @UIT. 200,000/=

&1IJW(!p6n)LW ~W!5~IJQLDIT6lhWl (®UIT. 80,000/= ~1J6OtiTL QUWlWIT60T (g~uJ61j

6JdJUIT(B) @uIT.130, 000/= dJ@ 61l1dJffiUULL[)J.

ffi IT8i UITW 8=8' 6\) em rDQlDIT 6lh6n)lD ((g!!)fr (!P6IDlD) ~W ITrflffi@LDITWl [briuffi 6iT (g6ll6l5tiTL Uu(B$lnjir ffi ill.

(15 Ljill6lTlffiill)

( GLDIT$5$f>Lb 25 Lj6fT6lTlffi6fT)

~6!lTIT ~6\) (03)

(I) [51~ ffi 600Tffi.$l W 6\) LDrD(!)IID (!PffiIT 6IDLD~~611 ffi 600Tffi&lw 6\) 6T6lhu6lI dJ Wlffi&l6ID L uJ)6\)IT6!lT

(g6ll (!)IUIT(Bffi 6fT WIT6ID6lJ? (05 lj 6iT 61Tlffi6fT)

(II) UlIJ ~ IT60T &1IJW (lpl5\)ffi riu ffi 6fT WIT6n)6lI? 8i ®ffi ffi LDITffi 61l16fTffi@ffi. (03 Lj6Tr61Tlffi 6fT)

(I II) (!P15\)~6OT U IT$bL l!fL 6\) $bfr LDIT60T~ ~ 6rlT u60tiT Ljffi 6fT WIT6ID611? (04 Lj6Tr61Tlffi 6iT)

(IV) 6lI6n)IJUL QLDIT6liT6n)lD uw6liTu(B$f,~ tfiffiffi60T ffiLL 6n) 6fT G~IT 6IDffi (E0 Q) WIT {fihfl6n)w

61ll6fTffi@ffi . (04 Lj6fT61Tlffi6fT)

(V) Lucky Ltd, M ~6n)6OT (!p6\)uGUIT®6fTITffi GffiIT6OOrffi, GUIT®6iT X @6ID615I ~rDu~~

Q8'w&llD~. ~6iJQ6lJIT® ~6\)@ X ~rD@tb 2 kg (!pl5\)uGuIT®6iT M (g~6O)6lIwIT@Lb.

QUIT®6fT X ~rDffiIT6OT LDIT~IT!5$b (gffi6iT61l1 3,7 50 ~6\)@ffi6fTIT@tb. (!p6\)uQUIT®6fT kg

@6liTn5lrDffiIT6OT &11JW tb ®UIT. 5 0/= <Q!,@tb. (!p6\) U Gu IT® 6fT ffiLL 6lJ)6fTQw IT6liT6lJ)!D

Ul!DuUl$f,~~ffiffiITffi Lucky. Ltd ®uIT.l ,440/= ~6lJ)6OT QCf~~$f> (g6ll 6lldrffiLb.

(!pI5\) U Qu IT® 6lTIrDffi IT60T 6lI® L IT!5~ CfIJffi&l ®U Ljffi.$l fJW LDIT6151[)J , (!p I5\)UQu IT® 6fT

~I5\)QffiIT6liTn5lrDffiIT6OT &lfJw$f,~6D 10% <Q!,@tb.

[briuffi 6fT Ul6liT611®6lJ 60T611rD6IDlD ffi6OllTlffi@LDIT(!)I (g6ll6OOrL uu(B&l n3frffi 6fT:

1. ~!iJ~LD ffiLL6n)6fT Q~IT6O)ffi. (03 Lj6fTsrTlffi6fT)

ll. ~!iJ $f>LD 6lJ® L IT!5~ ffi L L 6lJ)6fTffi 6lTI6liT 6T60tiT60llTlffi 6n)ffi . ( 0 2 Lj6iT srTlffi 6fT)

111. 6lI®LIT!5~ QLDIT$f,~ CffJffiffil®uLj ffillJwLb. (04 lj6iTsrTlffi6iT)
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filll60nr ~6U (04)

Ij 6lir 61JCf!)6lJ 60T6lJ tiJ aJl!iJ (if> 51 IDl (if> rD1u Qu @~ffi.

(a) ffi 60lffffi &'L CB b-lltffi1$fJr!iJCD6iT .

(b) 6lJ r!iJffil (fu!iJ IDJtb 6lJ r6J ffil ffi CD6Wo If, &160"0"1ffi®ffi 5n iJ IDJtb .

(c) ffi60lff ffi ffil W 2J2Jtb w!iJ IDJ tb ffi600T ffi (if> u tlfilll W 2J2JLb.

( d) u 60lff &16TT 6U LCB 6T601iT 60lff ffi ffi ® .

(e) C!P$fJ~6G)LD ffillJwtb LD!iJIDJtb ~!iJu~~ ffil!Jwtb.

u~uurfl6IDWlL/6IDLW~ -
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