
, EASTERN TJNIVERSITY, SRI LANKA

FACULTY OF COMMERCE ANP MANAGEMEilIT
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DAF 3013 Advanced FinanafraE Aecountfrmg

Answer All Questions. Time: Three {83} $.aouns.

your answers in full figures as given in questleims.

all the workings clearly

The financial statements of crts plc Trading eornpany are given belew:
The lncome statenneart for the year ended @"CIe.201g

:lnvestment lncome

:Operating expenses:

Administration

Selling & Distribution

Profit After Tax



The statement of Financiar positfiom as at 30rh June
Assets 20s8 zCIts
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The statement of changes in Equity for t$te year ended g0.s6.asjs

Average Market price of an ordinary share of the cCImpeny was Rs"tz for year

30.06.2019. 75% of total sales and punchases are on credit hasis. The
operating days are 360. Total debenture inrterestjs ineluded In tfi.le flnance

ratios calculated for the previous financial years are as folnows:

Collection Period (Days)

Balance as at 1 .7.2018

Profit for 2018 I 2019

Property Revaluation

DividendS (ordinary & preference)

Balance as at 30.06.2019

Profit Margin (%)

Profit Margin (After Tax) (%)

2416t2017 20x 7/2018 201p/201s

1

?

on Assets (%)

on Capital Employed (%)

on Equity (%)

Assets Turnover

Assets Turnover ?

1
;

Turnover (COS/AS)

Holding Period (Days)

Turnover (CS/AD)

Turnover (CP/AC)



Creditors Payment Period (DaYs) 82 90 ?

Current Ratio 1.60 1.82 2

Quick Ratio 1.12 1.23 2

Working Capital Ratio 0.45 0.56 ?

Cash Ratio 0.25 0.28 ?

Total Debt to Equity Ratio 0.70 0.65 2

Long Term Debt to EquitY Ratio 0.3x a.42 2

Fixed lnterest Coverage 19.52 2A.52 a

Fixed Dividend Coverage 11.00 12"50 ?

Gearing Ratio CI.25 0.35 ?

Earnings Per Share (Rs.) 3.00 3.2CI ?

Dividend Per Share (Rs.) l'Jl 1.35 ?

Earnings Yield (%) 18.28 15.32 2

Dividend yield (%) a -78" ?.53 2

Price/Earnings ratio 4.50 4.20 '?

Required:
1

Calculate the relevant ratios for CTB plc for the ahove the fisianc{al year1Z01

and write a report "Jommenting on the conrpany's relative operating penfo

financial position by comparing the natios calculated for the current year

previous years' ratios and polnting or-lt the defieiencies and

improvements.



(l) Following are the statements of financial position of RKE plc and SMG plc as at
30,06.2019:

Liabil$ties and Assets
RKB plc $MG plc

Rs. Rs.

Share Capital: Ordinary shares of Rs.1O eicn tutty paCI up 400,000 20CI,000

General Reserve 50,000 4CI,000

Profit & Loss A/C 30,000 25,00CI

12% Debentures 200,000

Llunent Liabilities 320,000 235,000

{,000,000 ss&,oCIff

Non-Current Assets 500,000 24.0,000

nvestment in 15,000 Ordinary shanes in SMG ptc on I "Z:Ot e 200,0CIO

3nt Assets (lncluding Rs. 1 0,000 stock-in{rade purchaseeL

RKB plc) 300,000 260,000

1,S00,oso ssffi,00s

ther information: l

(l) $MG plc's General reserve and Frofit & l-oss Aecount stood at Rs.25,000
and Rs.10,000 respectively on the data of aoquisition by RKB plc.

(ll) RKG plc sells goods at a profit of ZS% on eost.

quired:

pare the consolidated statements of financial position as at 30.06.201g.

{10 Marks}



(t t) TheStatementsofFinancialFositionofaFarentcompany'

subsidiary, S Ltd, as at 31'12'2018 are as follows'

Lrd, and

Assets H LId D

Liabilities H Ltd s [-td
200,000 471

500,000 Land & Buildings
Sha-rcT$ital (Rs.1o )

General Reserve

FrofitT LossEC

900,000
"300,000 15(

100,000 100,000 Plant & Nlacnlller Y

500,000
110,000 70,000 lnvestrnent

F

Stocks

Dehtors

75,000 3

Creditors

Bills PaYable
::

Dividend PaYable

70,000 50,000
50,0CICI

30,000 30,000
2CI,CI00

90,000 50,000 Bllls necelvar.rte

eAshE tsank x 15,000

40,000Div!dend Recelvaole

'[,3oCI,#sCI E

1,30,0CIss s00,00CI

Additional lnfornnati'

(i) H Ltd acq

01 .07.2018

I

On 01.01.1

Rs.30,000

Bills Rece

(iv) Debtors o

(ii)

(iii)

(v) Stocks of

were invc

At the de

were r€

deprecia

(vi)

cn:

uired 40,000 ordinary shares of Rs,'t0

at a cost Rs'500,000'

{ t'}

1
{

Lrdeach

018, S Ltd.'s Frofit & [-oss fuC shrowed a credit ba

and the General Reserve fuC showed a balance of R's

ivable of l-{ t-td includes Rs"tr5'00CI accepted by $ [-td' 

I

f H Ltd inalude Rs.25,000 due from S l-td' 
I

l

H Ltd include goods purchased from S [-td for R's'25'000'whi

riced by S Ltd at a profit of 25% plus cost'

rte of acquisition $ Ltd's Land & buildings anrd Plant & Machin

rvalued at Rs.520'000 and Rs'156'000 respectively'

tionforLandandBuildingsofbothcompaniesisbeingprovide
.{onrar.iafinn fnr the Plant

5o/o p.aon its book value, while they provide depreciation for



Machinery, which were purchased on 01.CI1.2015, on straight line basis at

10% p.a.

(vii) During the current year S Ltd paid

Rs.20,000 out of the proflts earned

proposed 10% dividend out of the

31.12.2A18"

ordfr'rary shareholders a dividend of

befone [t was acquired by Fl Ltd and

profits earned during the yean ended

Required:

Prepare the Consolidated $taternent of Financia{ Fosition as at 31,.12.2A18.

{2S ffiSarks}

{Tmtal 35 Marks}

pic purchased a nrachine on hire purrcfirase systern. As pen terms threy required

pay Rs.1,000,000 on signing of contract as down payrnbnt. The instailments were

follows:

End of first year :

End of second year :

"' End of third yean :

End of fourth year :

Rs.660,00CI

Rs.620,000

Rs.580,00CI

Rs.540,00CI

1
*

interest is to be chargeable on outstanding balanaes at g % p.a.

the total cash price of the machine and intenest paid with each instatlnrent.

{1S Manks}



(ll) DSK Property Development purchased an Fxcavator from GSP Motors

01.01 .2014 on hlre purchase agreement, which eontains the terms as to a

payment of Rs.2,490,400 and a payment requirinE four equal annual insta

Rs.3,000,000 at the end of each year comnnencing frorn 31 .12.2014. The

Purchase interest rate is 1A% p.a. on dues. The [-{ire purchase interest is i

in the annual instalments. The depreciation on the Excavator is provided at

per annum on the straight line method.

Required:

(i) Calculate the Hire Punchase Total lnterest and the interest paid wit{'t

instalment

(ii) Calculate the Cash Price of the Excavator.

(iii) What is the Hire Furchase Price of the Fxcavator?

(iv) Prepare the relevant ledger accounts in the Eooks of F'{nre Purchasen r.rsing

method of recording cash price in the hine vendor account for thefur
ending 31st December.

I

(v) Show the extracts of relevant ledgen accourrts in the statement of

position as at 31st December for each of the four years"

(vi) Prepare the relevant ledger accounts in the boofi<s of h{ire Vendon

the method of Recording the Hire Furchase Price to the Flire

Account, assuming that the cost price of the Excavator [s 25% less of the

price, for the five years.

{25

(Total 35

''


