
EASTERN UNIVERSITY, SRI LANKA

FACULTY OF COMMERCE AND MANAGEMEN

SPECIAL EXAMINATION FOR FINAL YEAR

Third year Examination in commerbe -2005/2006

COM 3013 ADVANCED FINANCIAL ACCOUNTING - II

Time: Three Hoursswer All Questions

statements of XYZ Ltd for the year 2007 are

The Prolit and I oss Account for the year

given below:

ended 3'l.12.2007

Balance sheet as a131.12.2007



Reouired:

Calculate the following ratios for company and comment

performance and financjal position.

a) uurrenl tauo

b) Acrd rest raro

c) Debtor turnover

d) Stock tJ'novel

e) Long rern'deot to toral capita,

tr Gross proirt marg;n

g) Net proI t narq'r
h) RetJrn on eqL ty

i) Total asseis turnover

i) lnterest coveraoe

n) Larning Per Sha.e 'Rs.)
l) Dividend Per share (Rs.)

on the company's ope

2. The financial statements of ABC Lid for the

The Profit and Loss Account

yeat 2U0 / are as toJlows:

for the year ended 3'1.12.2007



Balancc sheet as al31-12-2006 and 31.12.2007 (,...
Liabilities 2006 2D07 Assets 2006 2ooz. .[ -

Rs- Rs. Rs. Rs.

oldlnary share capiial
Prcflt & l-oss accouni
Long terrn loan
Creditors

Taxes payable
outstanding expenses
Divldend payable

s0000c
425044
500000
'175000
'125000

15000
40000

500000
500000
530000
200000
130000

2 5000
4 5000

Fixed assets
Stock
f)eblors
Cash

850000
340000
360000
230000

1000000
350000
330000
250000

'1780000 19300 00 1780000 1930000

Required:

Prepare ihe Cash flow statemenl o{ ABC ltd for lhe year 2007 reporiing the cash fl(

Ircm operation in the ciirect method (Show your workings and assumptions (if ar

under notes)

{25 Marl

i{l)brlefly explajn ihe limitations ol hisioric cost based accounting sysiem

i 1to tttt"tt'
l
llttlfne oata regdrding h stollc cost ol sales of a company for the year 2007 are giv
I
Ielow

f---T_-R; _-l

I openrnq stoci' I t+sooo I

I Prrrchas-os I 650000 |

lctos nq stock I t tsooo I

n average of 3 months sa es ls held in stocks

he pice lndices (for mid months) are as follows:

12n06 .t"r"b"r - T-zlr{J_-lI ru.,, -'nt,n, I u sr I

I D-.ce,nbe, I zss I

I 2ooz ,, tob", I :oo I

I Houenb. l :Lrq I

I D., -'.o-, | ;r;o 
I

| 2008 Jar-a y I 3 l0 I

, lnlarrge ror200/ | zeo I

is)

rv)

rs)

en



Required;

Calculate the following under CCA

'r Cost oi sales ao ustrert

(ii) Reva uation surPlus of stock

, if, \/a ue of closi'tq stock lo be

to be transferred to

chown in the current

4. (l) ASP investrnent Ltd held 1000 15% debeniures of Rs 100 each in KVS Ltd

1.A4.2007 ala cost of Rs.l05000 interest is payable 30 June and 31 Decernber

year. o; 1.05.2007, 500 debentures were purchased cum lnlerest' at Rs'535

1.11.20A7,600 debentures was sold ex-lnferesf at Rs57300' 30 11 2407 
'

'esl at Rs 3B4OO On 31 12 2007 400 debedebentLrres we e pJrchased c'tdfer

we.e so o cLrm-;nleres/ lor Rs 55000

Reou ired:

Prepare the lnvestment

FtF() melnoo.

account valJ,Tg lne sloc^ o'l 31 1220A1 al cost ap

(ll) Prepare a tradlng, and profjt and loss accouni from the following informatlon

openrng stoct I Rs 9200

c[.i"g".i""r I n".I oooo
Gross Profil rai o | 36%

Stock Turnover I .20

Net P'ofLt rat o I lz"t"
lncome tax rate | +oY"

(10 M

(Total 25


