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r.,)What are the limitations of financial statelments?

10 times

3.5 '/a 
'

4.A %

11 5%

45 days
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r all questionlg

Sumrnaflzed Balance Sheet and P'oli'

giverr below. Determine the following

colnpany basing your arguments on the

Balance Sheet

Rs.

(o!'Marks)

and Lo$s Account cf Alprha (Pvt ) Ltd Lrre

ratios and commont on the health of he

industry averages given below

Liabilities

.il ] e68,ooo

secured Loans I tzo,ooo

creditors I 132,ooo

Overdraft I 176'000

lncome Tax Due I ee ooo



Profit and Lo$s Account

ParticularsPadiculars

e.ials . 836,000

80 000

660,000

48 000

224,OO0

180 000

16 000

160,000

Rr" 
_-]

z2-otl ooo 
I

2,200,

Rs.

Enetgy

Factor], Expenses

Depreci,iion

Sellinq & D\stribution

Adrrinistratior

lnterest i
P iofit

2,200,000

Assume that income tax rate is 50%

(c)The followings are the Baance Sheet of ftrite] (Pvi.) Lid.

December 2005,and 2006.

(12 Mar'

year ending 3for the

2006 2r105

Equily Share Capital

Preference Share Capital

Reserves

Profit & Loss a/c

Bank Overdraft

Creditors

Provision for taxation

Proposed Dividend

Total

Non Current Assets (Less

Stock

Debtors

Bills Receivables

Prepaid expenses

Cash in Hand

Cash at Bank

Depreciatiof)

330,000

150,000

30,000

20,000

50,000

50.000

25,000

25,000

680,000

350 000

50 000

125,d00

60,000

12,000

53,000

30,000

200.000

100 000

20,000

15,00t1

50,00C l

40,0c0 i

;:il:l
15 000

;dd,ooo-

i40,000

40,000

00,000

20,0c10

'i0,00c1

411.00C

10,000

6o-0ocr-

l

i
Tot r

Posit' o|'i

(5 rv!

Balance Sheet

Liabiliti6s

You are tequired to-..dpare comparative Balance Sheet and studV its financial



Batticaloa Frult (Pvt ) l..td supplies its

Rs 20 each Ouston]ers returning the

company's procedures is to retain Rs

for return of the bottles The following

drink n a returnable bott es wlli,th are charged ai

bottes wthin a monlh,rre creditoci with Rs.18 The

1B n a deposit accouni till tfle expiiy cf the opil')n

pa.r i- a's ;'c dvdilabl" ' , m L'i, boo.5

lletur nable Bottles as on 01 01.2006

Bottles in Stock as on 01.0.2006

Botiles purchased durlng 2006 at Rs 15 per bottle

Bottles sent to customers during 20116

Botties returned by customers in 2Oot:i

Bottles returnable on 31 12.2006

Bottles scrapped in 2006 sold for Rs 5000

N

4

8

r0

144,000

7 500

1 000

150,000

Al bottles as ot1 31 1220a5 and 31.12.2006 are to be val ed ai Rs.i0 each. Al the

amounts due n respect of botiles have been tollected ffon'r ihe customels

You aie required to show the ledger accoLtnts fc,r 2006 of:

(a) Bott es Stock Account

(b) Botties Debtors Account

(c) Bottles Deposit Account

(d) Bottles lradinO Account
(10 l\larkE)

lvlr. lnvestor furnishes the followlng details relati g to his holding in 696 fjovernment

Bonds

01 01.U006 Open no balance face value Rs.60.000 Cosi Rs 53,000

01 03.2006 '100 units purchased ex-interest at Rs 98.

01.07.2006 Sold 200 units ex-interest of the onginal hoiding al Rs. l L'11.

01 10 2006 Purchased 50 units at Rs 98 cum-interest.

01 11.2006 Sold 200 units ex-interest at Rs.99 out of the origina holdinglt

lnterest dates are A/arch 3'1 and SeptembeT 30 Mr lnvestors closes his books . evely

December 31 Show the investment account as ii wou d appear in his books.

(10 M.trk.s)



03. The financial statements al.td other infonnation of Lic,n Ltd are oiven !,lelow.

Profit and Loss accjount for the year ended 3it.12.2006

t______
I :"',""

Cost of goc)ds sold

Gross l\4atgir

Less: Operating Exp-Ar tses

Wages

lnsurance

Depreciation

lncome from operating

Loss on sales of equipnle'nt

Gain on sales of long ierm investment

Less: lnteresi

lncome before tax

Less lncome tax

Profit after tax

Bafance sheet of Lion Ltd. as at 3,1.12.2004 and 31.12 2003.

Assets

Current Assets

Stock

Cash

Debtors

Pre paid insurance

(a)

Non current Assets

Land

Building

Equipment

Accumulate Depreciation

(b)

(c)

(a+b+c)

{1,780) .._ 
(l 50o).]

; O.SOo 3 850 
I

530 i 4t0lt- 

-_I 

li_i1 'fi:lr

(1,e7a)

150 130

s:o I 460

,,ol 20

r 320 I 1,120

500 I 500

2.75\,)

,.,,oo

lnvestmeni



Liabitities

Current Liabilities

Creditor.s

Notes payable

Wages payable

lnterest payable

lncome tax payable

Non Current Liabilities

lvlortgage Payable

Equity and Reserve

Common stock

Retain earning

linformatlon

't30

244

35

15

30

1,650

2,800

Equipment wth

Rs.'120,000 was

5,750

the cost of Rs.200,000 and accumulated depreciation of

sold for Rs.20,O0O in 2106. Equipn'er\t was pJrchased for

Notes payable in the amount of Rs.200,000 were repaid and new

in the amount of Rs.290,000 were issued for qash during 2006.

!,'*rr*
20

't0

60

1,000

1,510

2,460

Rs.530,000.

Long term investment with cost of Rs 160,000 were scld for Rs.310,000 and

addiiional long term investment purchased Rs.280,000.

notes payable

principal payment of Rs.150 O0O was made on rhe mortgage In th,e 2006

ommon stock was issued for R6.'140,000 in 2006.

red to prepare ihe Cash Flow Statement ot Lion Ltd. under the direc,{ method

ded 31.12.2006 as per the requirement of S.L.A.S. 09.

{20 Ma'r:ks)



04. a) Briefly state the limitation of hislorical accoun ling in a period of i,,rflatioh?

(02 marks)

b) Shrl Rarn industries (Pvt) Ltd pro,,? des the follo$ing historioal bascd financial

staiements and other infor.atio r for the perlod of 2005, 2006'

The Balance Sheet

Assets
Land & Building

Les$: Accumulated Depreciation
Stocks

Debtors

Cash

Llabllities

Ordlnary Shares
Reserve

10% Debenture

Hire purchase creditors

Trade creditors
Provision for Taxation

lncome Statement for the year ended 31-1?-?006

oe-iiptlon Amourri-
(R6.000)

Sales 1650 
I

Less Cost of Sales ( 850ri '"""r l
G'oss P'or,l I 800 

I

Less Depreciat on \ '35r

Expenses tAd & Sales) I \ a25

inrerest \21t
Profit Before Taxation f-ziO
Less Tax \50)

Profit after Taxation

Lessi Dividend

Reserve

',', l
4251 

I

(20) 
I

L



Further lntormatioD

The value of stock{i are or) FIFO basis

The price index are as foi lolvs

End 01 December 20( )5

End of December 20C,6

Av ..aoe lor rhe lasr .t rarte of 2O0b

Average for the last qLr ader of 2006

Average for the year 2u06

Avei'age age of $lockrj and d.ebtors, and

Ihe fixed assets pricjes rose cr/ 200% in

Land and buildlng (Land cost Rs 400000) were purcihased

index was 100. During the year a new bLtilding w:re constfucte
The cornpany depreciate build ng al10o/c p.zt on stra,ight-lire basis

l
?

4.

5.

. :100

- 3Lr0

, 180

- 264

- 250

cradltors !&.as three rioirths (."1quarter)

2005 and 300'/o ir 2C06

R€quired:

Restate the h storlcal cost based financial statemeft to (iu.!'ent cost a.counting

{CCA) sy$erfl for the year ended 3 i - 12 - 20a6

I

a) Justify lhe necessities for presenling social accountlng in the f n;ricial
ot0trnisation.

b) ldentify the various types of transacttoil occlned ln an agricltllural

how they are recorded n the books of acoounts

c) Sekara farm provide the foliowing tnformattcJn foi ihe year end ng 31sl

2006

Assets and Li€rbilitie$
I 01{1-2006 I a, -i2-do6

(18 rlarks)

statement (rf an

(02 Marks)

farm gnd state

(02 Marks)

December

6ii0000Land

lvlachinery

lmplement and Tools

Stock

Seeds

Feftiliser & Pest cides

500000

600000

4r'0000

5000

35C00

700000

375000

Farm output

Sundry debtors

Sundry creditors (Fediliser & Peslicides)

Bank Loen

65000

100000

90000

200000

400000

20000

64000

75000

i20000

i 1 0000

15Lj000

lCash 
ln hand



The follo\i/ing tlansaction incurred during 2006.

'. DJnr g the year Rs. 150000 wo t. rrachroe.y was purctr, ise.l
2. Wag es paid fcrr labours (other than fan.rily workers) - Rs 980U0
3. Pur(;hases Seeds - Rs 15000 : Fertiliser & p€ rsticlcles -. Rs.g /000.
4. Gerreral Expenses (Admintstraiion & Selling) - Rs.198i:,10.

3 Larrd reven.le a rd taxes - Rs.3750

6. lrrteresi on loan - Rs.3500

7. l"elm;ly consum!)tion of farm output -- Rs 22b00.
8. Cash drawing bti fam y members iiom the farm -Rs.85OO.

9. Cost of iood sup plied by the family to iarm workers - Rs 1 571)11

10. Sirles By cash .- Rs.350000

By cridit - Rs.400000

The following inforrr,aflon ai$o available

1 lnterest on own capital can be chargsd @ 1Bo/. p.a

2. Presurned wages fq,r family memberc' contribution to the farm work was
Rs.25000

3. Rental value of o'wn land was Rs.i7500.

Rcquired:

i. Faml Profit and Loss account and show clearly farm profit as per A, B,

and C cost concept.

ii Balance sheet as at 31 12-2006
(16 Marks)


