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COM 304 ADVANCED FINANCIAL ACCOUNTING

Answer All Ouestlons

0'1. The Financial Statements of Keen Ltd. are given below.

Balance Sheets
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Ordinary shares of Rs.10 each

Capital Reserves

Revenue Res€rvas

Long Term LlAblllly

10% debenturos
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Other provisions
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The Trading and Profil & Loss accounts ior the year ended 30 06 2003

30.06.2004.

Sales

Less: cost of salesl

opening stock

Purchasss

closing stock

Gross profit

Less: operating exPenses:

se'ling & Pistribution I

Adminislratlon

Other expenses

Net profit belore tax

Less: Taxation

Net Profit after lax

Dividend

Retained Profit

204

1,'176

1,380

244

128

62

1B

1494

1,136

358

20a

184
i

I 946 I

192

I
30.06.2004

1.14

152

90

102

74

754

386

194

'150

74
- -16-

48

28

The market prico of shales are as follows:

. 30.06.2003 - Rs.20

30.06 2004 Rs 30

Required:

Calculate thres ratios under each of the categories and using lhe ratios comparc

and commenton the Operating Performance and Financial Position of Keen Lld

between the a\bove financial Years

i. Profilabiliay ratios

ii. Efficiency ratios

iii. Liquidiiy and short term Solvency ratios

iv. Stabllity and Long term Solvency ratios

v' Growlh ratios 
2s markJ



The balance sheets of Dulux Ltd. as at 30.06. 2003 and

follows.

/, 30.06.2003

Land

Plant and Machinery

Less: Provision for dspreciation

350000

70000

Stock

Debtors

Cash

280000

225000

200000

95000

500000

250000

150000

300000

200000

24500A

295000

390000

270000

500000

250000

250000

300000

250000

120000

130000

1800000

Equity share'capltal (Rs,l0 each)

Share premium

Reserve & Surplu6

10% Debehtures

Creditors

Dividend Proposed

Tax Payable

1400000 1800000

The income staioment of the company for the year ended 30.06 2004

1400000

Net sales

Cost of sales: Opening stock (FIFO)

' Puachases

Closlng stock (FIFO)

Gross profit

uperatrng expeqses

Depreliation

Profit before tax

Less: income tax

Profit after tax

Dividend ProposBd

Retajned profit

II zzsooo

7s0000

i 975000

295000

435000

35000

1500000

680000

820000

470000

350000

'130000

220000
'120000

'100000



Additional informalion:

a. Land was aory]lred on 01 07 2000 when the general price index was 120

Plant and maihinery was purchased on 30 6 2oo'1 when the General price

indexWaslTS.ThedePreciationonPlantandMachineryiSprovidedai,l0%

p.a on Straight llne basis

b. Sales, purchaso, and operating expenses (excluding depreciation) took place

evenly throughout the year' Stocks are priced according to the FIFO method

Goods in'closlng Etocks were acquired throughout the year' lncome tax

accrued through out the Year'

c, The generalprice indices are as follows

On 30.06.2003

Average for the Year 2OO3l20o4

On 30.06.2004

200

250

300

Rsquired:

convertthehisloricalcostbasedTradingandProfit&Lossaccounlandlhe

Balance shesls into the CPP methoC as at 30 06 2004

t
25 marks



03.

i.

:

.The Financial Stateqonls and olher information of Nizan Lld are given below.

Cost of sales:

Opening stock

Purchases

Closing stocks

Gross Profit

Add: lnvestment incom6

Profit on Djsposal of a Motor

Rs.000

200

1200 |

1400 
i

300 i

L

Rs.000

2000

vehicle

1100

900

40

10

950
Less: Operating Expenses:

Administration

Selling and Dlslributjon

Finance

Operating profit Befora Tax
Less: Taxation

Operating profit After Tax
Less: Distribution:

General Reserve

Dividend

300

204

30

50

150

j'
Profit and Loss A/C b/f

Profil and Loss A,/C c/f$\

200

?00

300

The Proflt and LosgAccount for rhe year end€d 30.06.2004

Sales

Less'

400



Balance sheolE F6 at

Land and Buildihgs

Furniture and Fittings

lvlotor vehicles

lnvestments

Goodwill

Stocks

Debtors

cash and Bank

ordinary shares ol Rs 10 each

1O% Preference shares of Rs 10 each

Share Premium

General Reserv€

Profit and Loss Accounl

15% Debentures

Credltors

Tax Payable

Dividend Payabl6

Administrativ€ oxpenses PaYable

30.06.2003 :o.o6rbo4l
/

Rs.000

800

160

240

200

150

200

400

150

l:oo

950

140

150

300

100

300

444

200

2580

800

400

7A

120

300

200

'180

80

90

60

2300

Other lnformatio

i. During the Year

n$

ii. A motor vehicle purchasecj on 01 07 1999 lor Rs 10O00O' and valued at Rs 60000

at the date of disPosal was disposed at Rs 70000 during the current year'

furnjture was purchased at Rs '10000 by cash



lii. Rs.50000 of Goodwill vyas wrltten off against the profit for the current year. lt was
I

included in the administratlon expenses.

I

During the current yeaf a land costing Rs.150000 was acqujred by issuing 8000

ordinary shares of Rs,10 eash al Rs.15 per share and payjng the balance by cash

v. ouring the current yeaf 10000 10% Redeemable Prelerence Shares of Rs.1O each

were redeemed at Rs.12 per share. The premrum on rbdemphon was written off

against the share premium account.

. At the end of the cufrdnl yoar, a part of the 15% Debentures were redeemed at

par.

2p Marks

$



i
04. The historical cost based Flnancial Statements and other information of James Ltd

are given below

The Balance Shoets

Plant and Machinery

Lessr Accumulated Depreciation

Siocks

Debtors

Cash in Hand

Ordinary Shares (Rs.10 oach)

Reserves and SurPlug

10% Debentures

Trade Creditorsll" .

nividend Pavable

Tax Payable

lncome Statements tof lhe year ended 31'12'2003

Rs.000

1500

(450)

1050

190

150

1000

200

50

125

10

' 100

1485

'190

B5o i

-1otd

240

ti.12.2ooa

Rs.000

2000

(650)

, 170

2035

'1350

240

275

200

10

1eo 
1

Sales

Less: Cost of sales:

Opening Stock

Pulchases

$
Less; Closing Stock I
Gross Profit '

Less: DePreciation

lnterest

Other ExPenssg

Proflt Before Tax



Other lnformation

1. The Plant and N4aghinsry costing Rs.'1500000 were

the Price lndex 'was '100. Another machinery

purchased in 2003 when lhe price lndex was 125.

the plant and machlnery al 10o p a on Skaight ljne

price index stood at 150.

purchased in 2000 when

costing Rs 500000 was

Company depreciates all

basis. On 31.'12.2003 its

',2 The Average age of Stocks,and monetary working capital items such as Qash

in hand, Debtors, and Credilors was three months.

3. The relevant Price lndoxes are:

Mid month 2002 October 120

November 125

Oscember 130

Mid month 2003 Ociober 175

November 'lB0

Dacember 18F

Mid month 2004 January 195

Average for 2003 160

Required:

Determine the Following under the Current Cost Accounting (CCA) system

1. The Net book value ol Plant and Machinery as at 31.12 2003

2. ihe Plant and Machhery Revaluation Surplus

3. Plant and lVachinery pepreciation Adjustment

4. Cost of Sale Adiusli$€nl.\
5. The Valu+of Closinb Stocks as at 31.12.2003

6. Closing Stock Revaluqtlon Surplus

7. The Monetary Working Capital Adjusiment

;

i

25 Marks


