
EASTERN UNIVERSITY, SRI LANKA
FACULTY OF COMMERCE AND MANAGEMENT

Third Year First semester Examination in Bachelor of Gommerce Honours/ Bacheror of commerce Honours inAccounting and Finance _ZO21t20ZZ (February 2024)
(Proper/Repeat)

DAF 3063 Advanced Financial Accounting

Answer All Questions.
Non-Programmable Calculator is permitted.
Write your answers in fufi figure.s as gryen in questions.
Show all the workings for answers clearly in the working book. Time: Three (03) hours.

01. The Trial Balance extracted from
December 2023 is as follows:

PART I

the books of AMC ptc, which is a VAT registered company, as on 31.t of

Iterns Debit Credit

Rs. Rs.
vusl ur Dates / Jates (excluslve of VAT)

Siocks vatued 
"t "ort 

,ult e t . t Z-2023 

-Return inwards

Other operating income

3500.000 5200,000

215,000

100,000

1 15,000
,, tyvu!, I rvr !r Ir rvut i tE I cuglvgQ

Administrativ" **pun"""
Theft Loss

Selling and Distributior, 
""p"nu""

Debenture interest priJ foJ;senru"t"r.
income Tax paid

25,000

250,000

20,000

s20,000

40,000

200,000
vv,vvv vr utildt y -Jnares

20,000 10% preference Shares
A*

750,00c

400,000
I rv,r{eog{vt,ul.zuzJ

GeneralReserve 
"r "t 

Of .Of :OZ:
16% Debentures

Creditors

300,000

600,000

500,000

2 1 0,000
, rvvroruil ur riluurne tax Tor tne last quarter of year 2022
VAT Fayable for ta

LandPropertvt"t"ffi
Motor vehicles i provision for Depreciation as at 01.01.2023
Drnfi+

s0,000

2000,000
10'091

400,000 120,000
rvrvrv, vvtilute [Jlspc]sgcl

Pl"rtrd !qr'nil
Trade lnvestments 

-%-

15,000

270,000 70,000

400,000

250,000
(]epr as at v1.u't.zuz5

Drali
15,000

,,v,,,,r,rrqry L Psil5g5

Cash and Bank
7C,000

185,000

8420,00a 8420,000



Additional lnformation :

i. Tne net realizable value of stocks as at 31 .12.2023 was Rs.225,000.
ii. The fair value of trade investments was estimated at Rs.380,000.

iii. An allowance for doubtful debt is to be made at 10% on debtors.

, iv. Plant and Equipment account includes an equipment purchased on lstof July 2023 at a cost of Rs.100,0

v. A motor vehicle which was purchased at a cost of Rs.100,000 and provided depreciation of Rs.20,000
the date of disposal were disposed for Rs.95,000 in January 2023. The proceeds from the disposal
debited to cash account and credited to motor vehicle disposed account. Further, the amounts of cosl
accumulated depreciation of the motor vehicle disposed were debited to Motor Vehicle account an

Accumulated Depreciation account and credited to the motor vehicle disposed account, respectively,
the profit on the disposal was transferred to an account with that title.

vi. Land Property was first time revalued at Rs.2100,000 as a|31.i2.2A23.

vii. The Non-current assets are io be depreciated as follow:
Motor Vehicles - 2AoA on straight line basis
Plant & Equipment - 10oh p.a on reducing balance

viii. The income tax paid includes the amount of Rs.60,000 paid for the last quarter of 2022. The incomr
payable for the last quarter of current year (2023) has been estimated at Rs.75,000.

ix. 16% debentures were issued on 1't of January 2023. lnterest was payable semiannually.

x. The directors of the cornpany have decicied the following:
a. To transfer Rs.100,000 to General reserve.
b. To write off 50% of Preliminary Expenses.
c. To declare 10% dividend to ordlnary shareholders and to provide the dividend to Prefen

shareholders.
Required:

Prepare the following for AMC Plc in the standard format and state the answers required in the Answer S

provlded (Show the notes and workings in your working book clearly).
i. The Statement of Profit or Loss and Other Conrprehensive lncome for the year ended 31 .12.2023.
ii. The Statement of Changes in Equity for the year ended 31.12.2023.
iii. The Statement of Financial Fosition as at 31 .12^2023.

(30 Ma

02. The followings are the financial statemenis of the NHK plc.

The $tatement of Profit or Loss for the year ended 31.12.2A23

Rs. Rs.
Sales 1692,400
Less : Cost of sales 862,400
Gross profit 830,000
Add : ether Operating lncome

lnvestment income 25,600
Proflt on sales of Equipment 7,400 33,000

863,000
Less : Operating Expenses :

Administration '123,500

Selling & Distribution 178,200
Finance 27,100 328,800

Profit Before Tax 534,200
Less: Tax 209,400
Profit After Tax 324,800
Less: Dividend 45,000
Retained Profit 279,800
Balance b/f 1,20,200

Balance c/f 400,000



31j2.2022
Rs.

31.12.2023
Rs.

Assets
728.000 985,000

Latlu O{ Dullull 19

Motor Vehicle
315,500 280,000
135,000 90.000

FUrnllure c tr'qulPl I lEr rt
300,000 400,000

lrace lllvestl
Lnnnfhc\ 25,000 17,000

Dnorl Iell ll lvldl nEraurE eq"""'''"\ry
16s,500 185,000

DIOGKIi
'Debtors 305,400 325,600

25,600 17,400

Liabilities

2000,000 2300.000

550,000 650,000
Dnate udPltctl \^>. rv EqYrr,t - - 300,000 300,000
lC70 f lCltrl cl luE er rqwy_l:'

120,200 400,000
HTOilI / LOS5 i'UGUUI

10% Debentures 4qq,oqq
263,000

40,qqg
198,000

LUI lLl Ltrl I I I pq! l^ rvqr

Creditors
140,500 165,600

25.500 32,000
Aq nl I I I I 5 tl d tl u r I _cjy s'l:e_e__ll-ry

Tax payable
ffi.,o1-ta

155,800 209,400
45,000 45,000

e. _f l:i Y:ilY-J"-- L- ::- 

- 

- - 2000,000 2300,000

The Statement of Fin44glLlosition !

Additional lnformation:

1. A new building was purchesed during the yearfor Rs.300,000 upon a payment of Rs'250'000 in cash and the

issue of 5,000 ordinary shares of Rs'10 each'

2.Partof10%Debentureswereredeemedatparduringtheyearpayingbycash'
3. During the year an equipment with ihe 

"orrying 
value of Rs'30,000 was disposed for Rs'37'400

Required:

(a) Prepare the cash-flow statement of the NHK plc for the year ended 31j22A23' reporting the cash-flow from

operating activities using the direct method'

(b)Reportthecash:flowfromoperatingactivitiesinthelndirectMethoci, (25 Marks)

03. The summarized Balance sheet of sPC plc as on 31ut Dr:cember, 2023 was as follows:

DSP plc acquired 70oh of ordinary shares of SPC plc, with effect from January

consideration transferred by DSP plc was agreed at Rs'1 100'000'

1'r, 2023. The value of

Pioperty, Plant & EquiPment

Trade lnvestment
dO-in-aiy Sr,ares of Rs.10 fuliy paid

Piofit or Loss Accouni

14% Debentures

The fair value of assets acquired and the liabilities assumed by DSP plc from SPC plc were:

14% Debentures

Property, Plant & EquiPment



r(equtred:

Calculate the following:
(a) Fair Value of Net Assets acquired.

of a parent company, pMB ptc, and its

i10

subsidiary, SML plr

,:i:ilr-:fl";iffid;'::,J::::r(as the proportionate share of the spc prc,s icientifiabre net assets)
(d) Goodwill/ Gain in B

the date or acquisitiolrgain 
Purchase if the fair value of the Non-controting rnterest is recognized as Rs.3r

04. The Staternents of Financial position
31j22An are as foltows.

egqry1erorcft;

Trade Investil6nG
Stocks in-tr5d6 125,000

Cash & Bank

30itt"'y=smaeamGenerai ReGrve
Prorit tToGEe

(i) 
tffi:,"Juired 

30'00c ordinarv shares of Rs.10 each in sML prc at a cost Rs.350,000 on 01.01ro 
*J,'#fi,ff[ffiti :fi.Jff:H, ffi5:::J1T:h" 

" 
-" 1 1e 000 A pr.nh

(iiO Biils Receivabte of the pMB ptc inctr(iv) Debtors of the sML prc incrude __;l;J;rr"t,":T;:JJ::fi;;r'.",,(\4 
ff:T,J:Jnff:ilil;:..fft'purchased rrom sML prc ror Rs 72,000, which were invoiced

(vi) At the date of acquisition sML prc's Buirdings property and prant & Equipment, and rrade rnvestme
were revalued at Rs.286,000, Rs.230,000, and Rs.g0,000 rEquipment of bqth companies is br 

. espectively' The depreciation for the plarl

depreciation fo

p a snore,"l::" "d;; ;;' il:lT'ff;::i'::[::J; il jffi:;';: ;m;::igl
Required:

Prepare the consoridated statement of Financiar position as at 31.12.2a23

(20 Mart
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PART II
Choose the Correct Answer.

To which entities is the use of terminology of I-KAS 1: Presentation of Financial statements suitable for?
{a) Profit-oriented entities.
(b) Public sector business entities.
(c) Entities operating in not-for-profit sector.
(d) Profit-oriented entities and public sector business entities.
(e) All ofthe above.

which of the following does a set of financial statements not cornprise?
(a) Statement of financial position as at the end of the period.
(b) statement of profit or loss and other comprehensive income and changes in equity for the period.(c) Report of the entity's sources of funding.
(d) Statement of cash flow for the period.
(e) comparative information in respect of the preceding period and notes, comprising significant accounting policies andother explanatory information.

ffi *f;j?fl ilI1,;:nl;,,lxifl,",:,ffi 
Tr,:?,':,Ti?J,:fi ;,:':f ::n'Ji,"J#Tit#::""i

A' Information regarciing a rnaterial item, transaction or other event is disclosed in the financial statements but the
language used is vague or unelear.

B' lnformation regar"ding a materlal item, transection or other event is scattered throughout the financial statements.c' Dissimilar itei"i'ls, transactions or other events are appropriateiy aggregated.
D' Similar items, transactions or ather events are inappropriately disaggregated.

A only.
A and B.

B and C.

A and C.

A, B, and D.

Which of the follorving could appear as separate items
Presentation of Financial Statements as part of a company,s
A. Gain on revaluation of land.
B. Loss on sale of investments.
C. Prior year adjustments.
D. Proceeds of an issue of ordinary shares.
E. Dividends proposeci after the year end.

in the statement of changes in equity required by LKAS 1
financial statements?

A, B, C and D only.
A,CandDonly.
A,BandDonly.
A and C only.
All five items.

A statement of cash flows, when used in conjunction with the rest of the financial statements, provides information that
enables users to evaluate the:
(a) Changes in an entity's profit before tax.
(b) Organizational structure of an entity.
(c) Entity's ability to affect the amounts and timing of cash flows in order to adapt to changing circumstances and

opportu nities.
Entity's ability to generate cash flow from its operation"
All of the above.

.lnvestments normally qualify as a cash equivalent only when they have a short maturity of;
(a) Three months or less from the reporting date.
(b) Six nronth or less from the reporting date.
(c) Three months or less from the date of acqulsition.
(d) Six month or less from the date of acquisition.
(e) One year or less from the data of its purchase.

(a)

(b)

(c)

(d)

(ei

(a)

(b)

(c)

(d)

(e)

(d)

(e)



7. Which of the fcllowing is not an example of cash flows from operating activities?
(ai Cash receipts from the sale of goods and the rendering of services.
(b) Cashreceiptsandcashpaymentsofaninsuranceentityforpremiumsandclaims,annuitiesandotherpolicybenefit
(c) Cash receipts from sales of property, plant and equipment, intangibles and other long-term assets.
(d) Cash receipts and payments from contracts held for dealing or trading purposes.
(e) (c) and (d).

8. An entity purchases a building and pays in equity shares of the entity. This transaction should be treated in the statemer

cash flows as follows:
(a) This does not belong in a cash flow statement and should be discloseci only in the notes to the financial statements,

. (b) The purchase of the building should be operating cash outflow and the issuance of shares financing cash outflows.
(c) The purchase of the building should be financing cash outflow and the issuance of shares as financing cash outflows
(d) The purchase of the building should be investing cash outfiow and the issuance of shares as financing cash outflows
(e) None ofthese.

9. How should the gain on sale of an office motor vehicle owned by the entity be presented in a statement of cash flows ur

the indirect method?
(a) As an adjustment to the net income in the operating activities section of the cash flow statement.
(b) Added to the sale proceeds and presenteci in the investing activities section of the statement.
(c) As an inflow in the investing activities section of the cash flow because it pertains to a long-term asset.
(d) As an inflow in the financing activities section of the cash flow statement.
(e) Adding to the nei income in the operating activities section of the cash flow statement,

10, Which of the following areas does SLFRS 3: Business Combination apply to?
(a) The accountingforthe formation of a joint arrangement in the financial statements of the joint arrangement itself,
(b) The acquisition of an asset or a group of assets that cioes not constitute a business.
(c) A combination of entities or bus!nesses under common control.
(d) The acquisition of an asset or a group of assets that can constitute a business.

{e} None ofthe above.

11. lftheassetsacquiredarenotabusiness,howshall thereportingentityaccountforthetransactionorothereventas?
(a) A non-controlling interest.
(b) An asset acquisition.
(c) An adjusting event.
(d) A business combination.
(e) An investment.

L2. The acquirer shall measure the identifiabie assets acquii"ed and the liabilities assumed at their:
(a) Acquisition date fair values.
(b) Acquisition date historical cost^
(c) Reporting date net book value,
(d) Reporting date present value.

{e) Reporting date fair value

13. Select the correct statement v;ith regards to intragroup balances and transactions during consolidation:
(a) lntragroup balances and transactions must be eliminated in full.
(b) lntragroup balances and transactions must be eliminated to the extent of non-controlling interest.
(c) lntragroup balances and transactions must be eliminated in proportion to the percentage of effective ownership.
(d) lntr"agroup balances and transactions do not have to be eliminated.
(e) lntragroup balances and transactions must be eliminated in part.

14. According to SLFRS 10, the basis for consolidation is the:
(a) Regulatoryrequirements.
(b) Size of share capital of the investee.
(c) Control.

{d) Number of employees.
(e) Power.

15. According to SLFRS 10, which types of entities are defined as exceptions when consolidating particular subsidiai"ies?
(a) Real Estate.
(b) lnvestment.
(c) Construction.
(d) lnsurance.
(e) Finance.

(15 Mi
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