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Answer all c{uestion s

Calcularor is permitled
:---

01. (..i) What are tl-re limitations of financial slatQments? (03'!,Iarks)

{b) Sumrnarized Balance Sheet and Proiit

glve'l below. Deterrlne the 'ollow'ng

cofnpany basing your arguments on the

and Lo$s Account cf Alprla (Pvt ) Ltd' trre

ralios alld comment on the health of he

inclustry averages given below

lnventory Turnover

Sales Margin

Return on Assets

Profit / Net Wodh

Debtors Collection

Debt / Equity

Liabilities

Equity

Secured Loans

Crediiors

overdraft

10 times

3.5 a/.

4.O %

11.5 %

Period 45 days

0.31 :1

Belanc€ Sheet Rsl
4845oo I

c-30,000 
i

220 000 I

s06,000 1

Rs. Assets

Non Current Assets968,000

'176,000

132,000

176,000

Stocks

Debtors

Bank

LI

,1,540,000

Income Tax



Pariiculars

dals .

Facton, E"xpenses

836,000

80,000

660,000

48,000

220,000

180,000

'16,000

'160,000

Profit and Lo6s Account

Depreciiition

Sellini, & Diltribution

Adnrinistration

lnlerest

P rofit

Assume tl.at income tax rate ts 50%

(c)The followings are the Balance Sheet of Mitel (Pvt )

December 2005.and 2006

1

2100, 000

(12 Mat

Ltd. for the year ending 3

You are required to--dpare comparative Balance Sheet and study tts financiai posit"or'l

(5 lila

Balance Sheet

Liabilities 2006 2005

Equity Share Capital

Preference Share Capital

Reserves

Profit & Loss a/c

Bank Overdraft

Creditors

Provision for taxation

Proposed Dividend

330,000

150 000

30,000

20,000

50,000

s0,000

25,000

25,000

200 000

'100,000

20,000

15,000

50,000

40,000

20,000

15,000

Total 680,000 460,000

Assets
Non Current Assets (Less Depreciatlon)

Stock

Debtors

Bills Receivables

Prepaid expenses

iash in Hand

Cash at Bank

350,000

50,000

125,doo

60,000

12,000

s3,000

30,000

240,000

40,000

100,000

20,000

10,000

4r'r 000

't0,000

Total 6E0,000 460,000'



)Batticaloa Frurii (Pvt.) l-td supplles its drink in a returnable bottles wflich'are charged at

Rs 2D each. Customers returning the bottles within a month ,tre crediteci with Rs. 18 The

con]pany's procedures is to retajn Rs 18 in er deposit accoun\: ltill the expliy of the opiion

for return of the bottles. The following particulars are available frclm

No,

lleturnable Bottle$ as on 01.01.2006

Bottles in Stock as on 01.0.2006

Bottles purchased during 2006 at Rs.'15 per bottie

Bottles sent to customers oJrirg 20,16

Bottles returned by cr.rstomers in 200ti

Bottles reiurnable on 31.12.2006

Bottles scrapped in 2006 sold for Rs 5000

All bottles as on.31 12.2005 and31 12 2006 are to be valued at Rs.10 each All the

amounts due in respect of bottles have been collected from the customers

You are required to show the edger accounts for 2006 of:

4,

8,000

10 000

150,000

144,000

7,500

1,000

) Bottles Stock Account

) Eottles Debtors Account

c) Bottles Deposit Account

d) Bottles Trading Account
('lO Marks)

lnvestor furnishes the following details relatirlg to his holding in 60.6 Government

ds.

1.01.2006 Openlng balance face value Rs.60,0O0 cost Rs.59,000

1.03.2006 '100 units purchased ex-inierest at Rs.98.

.07.200G Sold 200 units ex-interest ofthe original hoiding at Rs.1C0

1.10.2006 Purchased 50 units at Rs.98 cum-interest.

1.11.2006 Sold 200 units ex-interesi at Rs.99 out ofthe original holdings\'

t dates are March 31 and Seplember 30. l\rr. lnvestors closes his books.every

0 2 ,iu,! \+:JC8 I

ber 31. Show the investment account as it would appear in his books

(10 Matrk,s)



o3 fhe financial statements alld olher irfornation of Lic,n Lid are given below'

Profit and Lo6s accLount for the yeal ended 3'l-12,2006

Gross Margin

Less: Operating Exper rses

\A/i^6c

lnsurance

Depreclation

lncome from operating

Loss on sales of equipment

Gain on sales of long tilrm nvestmeni

1 ,420

150

400

(60)

150

,'ol l

i ;dl
I llot

- I :i.r?:ooal sl rt:2aa'3 I

I RS.'O0O Rs.0D0 
L--

524

I

Balance sheet of Lion Ltd. as at 31.12 2004 and 31,12.2003'

Assets

510

130

460

20

i --+ rzol

5oo loo ]

r Stock

lc".l'

iouo,o,"
I Pre paid insurance

(a)

Non current Assets

Land

Building

Equipment

Accumulate Depreciation

630

150

530

2,7 5A

?,,430

2,7 5i)

2JoA

(b)

(c)

(a+b+c)

Rs.ttoaiT Ri oco 
i'l 

4.720 
I

,,2.320)lr -*i

Less: lnterest

lncome before tax

Less. lncome tax

Profit after tax

l1 780) (l brJU)

i-.-* ,?::
lnvestrnent



ri \-Liabitities

Current Liabilities

Creditors

Notes payable

Wages payable

lnterest payable

lncome tax payable

Non Current Liabilities

l\,4ortgage Payable

Equity and Reserve

Common stock

Retain earning

130

2.44

35

15

30

850 1,000

1 ,510

2,464

1,650

2,800 
l_. +-

5,750 | 5,380

lonal information

i Equipment with the cost of Rs.200,000 and accunrulaled depreciatron oi

Rs.120,000 was sold for Rs20,000 ln 2006 Eiiuiprnent was purchased for

Rs.530,000.

Long term investmeft with cost of Rs 160,000 were soJd for Rs.310,000 and

additional long lerm investment purchased Rs.280,000

Notes payable in the amount of Rs.200,000 were repald and ngw notes payable

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

A prjnclpal payment of Rs 150 000 was made on ihe rnortgage in th,e 2006

Corrmon srock M/as ssued lor Rs.140,000 tn 2006.

required to prepare ihe Cash Flow Statement of Lron Ltcl. under lhe drrec,'nrethod

elded 31.12 2006 as per t1e requirement of S.L.A S. 09

{20 Ma'l:ks)



04. a) Briefly state the limitation of hi$torical accouniling in a period of inflalioh?

b) Shri Rarn industries

. . staternents and other

(02 marks)

(Pvt) Ltd provides ihe follor,,ing historioal based financial

information for the period ol:005, 2006:

The Balance Sheet

Deprec ation

Assets
Land & Building

Less; Accumulated
Stocks

Debtors

Cash

Liabilities

Ordinary Shares

Reaerye

1O% Debenture

Hire purchase crediiors
Trade creditors
Provision for Taxation

800

100

50

124

75

900

155

200

40

230

130

lncome Stalemenl for the year ended 31-12.2006

Description

Sales

Less Cost of Sales

Gross Profit

Less: Dep.eciation

Expenses (Ad & Sales)

lnierest

Profit Before Taxation.

Lessr Tax

Profit after Taxation

Lessr Dividend

Reserve

Amau|rt
(Rs"000)

1650

( 850)

( 425)

(20)

(50)



lnformalion

The vai.te of stocks a.e on FIFO oasis
Land and bujlding (Land cost Rs.400OO(l) were purchased in 2002, when price

index wirs '100. Durjng the year a new bltiiding w,er€ constructed for Rs.600000.

I he comlany deorectare ouilo 4g at lOol p.a. .n stra.ighFlrre
The price index are as fol lowsi

End ot December 2OO5

End of December 20C,fi

.. ;?00

- 300

+ ., ---.1'11.,-
,,'.-

0 I Juiv
Average for the last ctruarter of 2005 -

Average for the last qu arier of 2006 -

Average for the year 2006

Land

Machinery

lmplement and Tools

Stock

Seeds

Fertiliser & Pesticides

Farm output

Sundry debtors

Sundry creditors (Fertiliser & Pesticides)

Bank Loan

Cash in hand

18C

4. Average age of stockis and d ebtors, and creditors \a/as three rnonths (i.1 quarter)

5. The fixed assets prioes rose oy 200% in 2005 and 300% in 2006.

R€quiredi

Reslate rhe histo.ical cosr based l'.1ancia statement to c.uirent cost account ng

(CCA) system forthe year ended 3 1 - 12 - 2006.

{18 nrarks}

Judtify the necessities for presenting sL)cial accounting in the flnancial statement (rf an

orgt nisation

(02 Marks)

an agricultural farm ancl state

(02 Marks)

Sekara farm provide the fo lowing inforn'ratic)n for the year ending 31'r Dec.cmber,

2006.

ldentify the various iypes of transaction occurred in
how they are recorded in the books of accounts.

01-01-2006

500000

600000

400000

5L)00

35000

65000

'100000

90000

200000

400000

31-12"2006

6.60000

700000

375000

20000

64000

75000

J20000

1 1 0000

15c1000

Assets and Lierbilities



The follov/ ng ttansaction incurred during 2006.

r. DJrir g the year Rs. 150000 wo.tn mact-.nery was pL.ci.,lse.l
2. Wag es paid fc,r labours (other th€rn fam ily workers) - Rs.9SO00

. 3. Purcihases Seeds_Rs 15000 i Fedi iser & pe rsticic es _ Rs 9 /000.
4. Ce(teral Expenses (Administration & Seliing) - Rs.1g8i,iC.
5. Larld revenue a,nd taxes _ Rs.3750

6 lr teresl ol roan - Rs 3500

7 family consLrmtr)tion of farm output -.Rs.22500.
8. Oash drawing b\/ famity menrbers from the farm _ Rs 8b00.
L Cost of food sup plied by the famity to farm workers - Rs 1b7{t\').
10. Sitles By cash - Rs.350000

By cn,.)dit '..Rs.400000

The following informration also aval a le.

1. lnterest on own oapiiial can be charged @ lB% p.a

2. Presumed wages for family rnembers, contribution to the farm work was
Rs.25000

3. Rental value of o,wn land was Rs.17500

Rcqui.ed:

i. Farrn Profit and Loss acco,unt and show clearly farm profit as per A, B,

a,.rd C cost concept

. Balance sheet as aI31 12-20A6
({6 Marks}


