
EASTERN UNIVERSITY, SRI LANKA
' FACULTY OF COMMERCE AND MANAGEMENT

Third Year/ Second Semester Examination in Business Adininistration I

Commerce 2004/2005 (Nov/Dec' 2006) (ProperlRepeat)

COM 3Ol3 Advanced Financial Accounting- ll

Answer All Questions.

Calculator Permitted.

Time: Three (03) hc\urs.

(l) Following are the Balance sheets of Vikas Ltd. for the year ending 31"r March 2005 2006.

Assets

Fixed Assets (net)

Stock

Debtors

Bills Receivable

Prepaid expenses

Cash in hand

Cash at bank

Liabilities

Ordinary share capital

Pteference share capital

Reseryes

Profit & Los6 A/C

Bank overdraft

Creditors

Provision for taxation

Proposed dividend

2005
Rs.

2006
Rs.

2.64 A0A

44,000

'110,000

22,AAA

11 ,000

44.000

1 1,000

3 85 000

5ti,000

137 500

6€i.000

33 000

38 500

33,000

506.000 748,000

220,000

110,000

22,404

16 500

55 000

44,000

22 040

1U,500

363,000

165,000

33,000

22.,000

55,000

55 000

27,500

2i'.500

506,000 748,000

You are required io analyse financial position of Vikas Ltd. by preparlng Comparative analysis

ihe Balance sheets

{ l0 lvlarlrks)



(ll)Summarzed BalanceSheetand income statement ofAlpha Ltd Fortheyearended3l'1 March

2006 are as undel

lncome statement for the year ended 31"r Nlarch , 2006

Balance Sheet as on 31st March, 2006

Sales

Less: Cost of goods sold

Gross margin

Less Selling and Administrative expenses

EBIT

Lessr lnterest expenses

Earnings before tax

Lessr Tax

Net proflt

1,600

1 ,310

294

40

250

45

245

82

123

Liabitities

Paid up capital (40,000 equity shares of Rs.10 each, fully paid up)

Retained earnings

Debentures

Creditors

Bllls payable

Other currenl liabilit es

Assets

Net fixed assets

lnventory

Debtors

lMarketable securities

Cash

400

124

700

180

20

B(]

The l\4arket Pr ce per share. Rs l5



lndustry's average ratios are:

Current rat o

Quick ratio
Sales to inventory
Average collection period
Debt to assets
Debt equity ratio
T mes interest earned
Net prof t margin
Price to earnings ratio
Return to total assets

24
'1 .5

B.C trrne

36 days
4A%

21
6

7o/o

15

11%

Flom the above facts & ftgures you are required to celculaie the relevant ratios anci nt:erpref

them to identify the problerns areas and giv ng suqqestions to solve thern.

(15 [4arks)

(Total 25 Marks)

(l) Cristal Ltd had the fo lowing frxecl assets on 31 12.2005

Assets Cost Uepreciation Net Value

Rs. Rs. Rs.

Land

Building

Plant & Ilachlnery

30 000

80.000

260 000

24 000

96 000

30,000

56 000

164.tAA

370,000 '120,000 250,000

Plants & l\4achlnery includes

on building, 10% on Plants

indices are as follows

Rs.60 000 nsta ed on

& lvlach nery according

deprecialion was charged at 5%

ne method Rep acemerrl cost

1'l 2005

io stra ght

Assets On the date of
acquisltion

As on
1.1.2005 31.12.2005

Land

BLrildlng

Plant & l\lacllnery

100

100

100

25n

240

180

300

22A

22.5

Yo! are required to show in the Balance Sheet how the Ixed assets iems will be afiecteci by

lle Prce cl'anges accord 19 to CCA

(10 M?rks)



lnventory

Accounts Receivable

Cash Balances

Advances for supp y of matenals

Accounts Payable

27 5,A0A

225,C}A

30,000

50,00c

125 000

(ll) Frorn the fo lowrng calcllate the 'fulon lory Working Cap tal Adjlstnrent, as required Llnd-6r Cu

Cost Accounting systern.

31 MarDh 2001i
Rs.

305,001

27 5.00t)

40 000

6:3.25C

161 00

The price of materials increased bf 15% and those offintshed goods by 1C% during the

endlng 31 March 2005 and 31 March 2006

(08 M

(lll)The data regarding historic cost of sales of a cornpany for the year 2005 are given betov/:

Rs.
Opening stock I 145000
Purchases I 650000
Clos nq stock 115000

An average of 3 months sales ls held n stocks

The price indices (for mid rnonths) are as follows:

2004 October I 250
November I 252
Decernber I 2.55

2005 October | 300
November I 304
December I 306

2006 January | 310

Averaoe lor /tlo5 280
Required:

Calculate the foliowing under CCA

(i) Cost of sales adjustment

(ii) Revaluat on surplus oi stock to be transfe.tecl 10 Cuffen1 Cost Reserye

(iii) Value of closil'tg siock to be shown in the current cost balance sheet

{07

(Total 25 Ma



Lankam Ltd. Sells jts goods in special packa{Jes costing Rs.25 each. Packages are charged cu1

at Rs.4O each and creditecl at Rs.30 n case returned ingood condit'on wihin 3 nionths For

stock taking purposes all the packages in factory and in the hands of the customers are valued

at Rs.20 each On l"lJanuary 2005 there were 4 500 packages in the faclory and 7,800 in lne

hands of the customers for less than 3 months During the Vear end 3i'122005 13,000

packages were purchased by Lankem LtcJ Sorne of packages were charged out to the

customers and ihey had retained 5500 packages. lhe customers had be{-'n glven credit ol

Rs.2 37,000 on account of returns wlthin the stipulated period 20c packages wer€ sold for

Rs.2,000 as scrap. 300 packages were destroyed and had been damaged beyond repairs.

Some packaoes were repaired for Rs.1,Ooo. As on 31 12 2005 there were 12 700 packages in

factory

You are required to prepare

(a) Packages stock Account.

(b) Packages Trad ng Account
(09 Marks)

On 01 04.2005 Cillnco Ltd. held Rs. Rs300,000 (face vaire) 6% debentures at Rs 94C (face

valLre Rs. 1,000 each) lnterest is payable lraif yearly on 31"tMarch and 30'h Septernber' The

company sold Rs. 9O,OOO (face value) of debentures at Rs. 950 per debentures ex-lnieTesl on

01.06.2005 and purchased Rs. 72 000 (iace value) debenhrres ai Rs 970 per debenlure cum

interest on 01.09.2005. A further purchase of Rs 36,000 (face value) debeniures was made on

01 12 1AOE aI Rs 980 per debenture ex-interesi On 31 03 2006 a debentules was quotecl at

Rs.960 at the stock exchanges

You are requited 10 prepare the 6% debeqtLlre Account in the nvestment LedEer oi ihe

conpany for rle year e,roed 31 03 2006 
(08 rvlarks)



(lll) Fromthefollowingratiosextractedfromthebooksofacompariyasat3l"'Decer.beilO05

draw Lrp the Ba ance sheet ofthe company.

CLrrrent ratio
Working Capita
Llquidity ratio
Stock Turnover raiio (Cost of sale / C{os ng Stock)
Gross Profit ratio
Debtor Collection Period
Shareholders' Funds (Share cap tal plus Reserves)
Reserves and Surplus / Share Capita
Frxed Asset Turnover{ Cost of sale / Fixed Assets)
Long Term Debt / Equity

2.5
Rs.300000

15
6

20%
2 N4oirihs

Rs.750000
05
2

02

(08

(Total 25

year 2005

Marks)

t\rar

l. (l) The follow ng are the extracts fonn lhe f nancia statements of a company fcr the

Extracts from the Proft and Loss Accrunt

Profit after taxes and lnterests
Depreciat on
Amortization of goodv4ll
Profit on disposa of a rrach ne

Taxes
lnterest

Rs.

250000
20000
5000

15000
75000
25000

Exkacts fror. ihe Ba ance Sheet!;

Debtors
Bllls Receivable
Prepaid expenses
Creditors
Bills payable
Tax payab e
Expenses payable
lnterest payable

Opening
balance

lRs-)

Closing
balance

(Rs.)

25000
15000

5000
28000
10000
80000
4000
5000

30000
120A0
6000

32000
8000

75000
5000

10000

Required:

Caiculate the cash f ow from operating activlt es of ihe company for the year 2005

(1r)



(ll) The financial statements of XYZ Ltd for the year 2005 are as follows:

The Profit and Loss Account fo. the year en.led 31.12.2005

Sales
Lessr Cost of Sales
Gross Proft
Add: nvestrnent income

Less: Operating expenses
Deprec ation
lnterest

Prcfit before taxes
Less: Taxes
Profit after taxes
Less: Dtvidend
Retained profit Jor the year
Profit & Loss b/f
Profit & Loss c/f

Rs. Rs.

230000
110000
70000

204C000
1360000
680000
25000

705000

410000
295000
130000
16500C)
90000
75000

425000
500000

Balance sheet as at 31.12.2004 and 31.12.2005

Liabilities 2004 2005 Assets 2004 2005
Rs. Rs- Rs. Rs.

Ordinary share capital
Profrt & Loss account
Long term loan
Creditors
Taxes payable
0ulstandlnq expenses
Dividend payab e

500000
425004
500000
'175000

125000
15000
40000

500000
500000
530000
200000
130000
25000
45000

Fixed aiisets
Stock
Debtor!,
Cash

850000
340000
360000
230000

1000000
3500t11)

3300cr0
25000r1

1780000 1930000 1780000 1930000

Prepare the Cash flow statement of XYZ Ltd for the yea'2005 reporting the cash fow frorn

operation in the direct method (Show yoLrr worklngs and assumptrons (if any) under notes)

(15 L'larks)

(Total 25 [4arkn)


