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decide which of them you will prioritise.

S
[ Use of non-programmable calculators is allowed. j
(Instructions: .
s Answer five questions only, including questions one and two.
3= Begin each answer on a fresh sheet of paper. ,
s Relevant workings should be attached to the answer script.
| * This questions paper carries 200 marks. _ 0

1.

Janaka PLC is a manufacturing company that pr()duces a single product. The company was incorporated on
01.04.2024. The draft Income Statement of the company for the year ending 31.03.2025 is given below.

Draft Income Statement for the year ending 31.03.2025

: Rs.’000
- Sales revenue ........... g SN e e S © 92000
Cost Of SAlES  .opilsmons naows s s moriy 137t 5t sesles cpisivis S {3 PR 13 s s . (40 000)
Gross profit  ......ccceveecinnnn S S M L EOME : 52 000
OHhET TDCOIE .+ eyemnearnnvomesommes sansss smoss s mainn st vh 5 Fue 03 50 S e un 450
OPErating EXPENSES .......ceceemeruererarnetoeueneraeiiieieaiietitesasesin - (32 .500)
Profit affer 18X . ..cciicsmas i s san i esion s sieivs R e e 24 000

The summarized trial balance as at 31.03.202"’5 -after pt;epaﬂring the draft Income Statement

Description o T Dr. (Rs.’000) Cr. (Rs.’000)
Manufacturing plant - Revalued amount ...............cccevvvinnnnn 80 009"
Office €qUIPMENt = COSt ...eerrrrrererrenrrnrniisissssesereeeeerrrrrrsssnanns 50 000/
Accumulated depreciation : ‘
! Manufacturing plant oo osmes svmms sums o wne e by « geoia 13 & . 6 OQB/
Office equipment e e st 2o ¢ sospe § 3 BITS B BEFRES § VT 4 M I L 10 OO}/
Right-Of-USE SSEL...eeerrrerassaassrsssssssssssirsersirnransenss T 28 OO(V
Inventory - Finished goods .............c.cooooveereen 10 000/
CEABIL .os o mss 5 soems s roessls s smein s bomin 8o 2inp prie v 3 el §FH0R § B VAN 1 ¥ 350N § NI 43 Wl 43 2 50‘0/'
Trade 1eceivables ........ccoeiiiiiiriiiiiiii e 25800~
Trade payables ..........cccooeivecciaiiiionn, SR Lo R 20 009"
Stated capital - Ordinary SR o s voumss « o sminis 2 pervive s » wopemiain § 3 5HHE § 5 NN 1 § ALY 125 000
PrOfit ZFLET TAX +ovenneessrseeneenetnererneorenneat et atenaaaaneeteetes 24 009
Revaluation surplus ........... s, i e o, T S TR EY S 1 mghe ¥ 1 ez 12509
Interii QivIABHE PAIoes. oo sosiscrss emms s il oo s e i prsss s wes 1200
| 197500 197500
s

[See page two
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Additional information:

Before preparing the final set of financial statements for the year ending 31.03.2025, the following information
should be taken into consideration.

(1) The composition of operating expenses used in the preparation of draft income statement is as follows.

Rs.”000
Adnunistrative eXpenses  .............oooeeiveeiieniiieiinn. 6 500/
DuStrbOtoon GOsk e s « amemons s 5 snvoms 5 s spmns 5 sasemms ¥ 1 52 6 900/
Depreciation of manufacturing plant ..................... 6 000y
Depreciation of office equipment........................... 10000y . -
Factory building rent ;... 2 000%-
Income tax paid under self-assessment .................. 1100~
Total operating expenses 32 500

Several expenses items including some manufacturing expenses have been erroneously included in the
above operating expenses.

(11) The inventory shown in the trial balance has been ascertained based on the manufacturing cost erroneously
calculated in the preparation of the draft income statement due to the non-inclusion of some manufacturing
expenses. The cost of finished goods inventory is equal to the 1/5 of the manufacturing cost. There
were no raw material or work-in-progress inventory as at 31.03.2025.

(111) Directors’ fees of Rs. 7 500 000 and the audit fee of Rs. 2 100 000 have been neither paid nor accounted
for as at 31.03.2025.

(iv) Information relating to property, plant and equipment are as follows.

@ All items of property, plant and equipment are depreciated on straight-line method, and they were
available for use from the date of purchase.

@ The manufacturing plant was revalued at its market value of Rs. 80 000 000 on 31.03.2025. However,
the revaluation surplus shown in the trial balance has been calculated only by considering the difference
between the revalued amount -and the cost of the plant. This plant was acquired on 01.04.2024. On
this date, the useful life and residual value of the manufacturing plant were estimated as 10 years
and Rs. 7 500 000 respectively.

@ Information relaiing to office equipment is as follows.

Date of acquisition Cost (Rs.’000) Useful Life (Years)
01.04.2024 30 000 5

01.10.2024 20 000 h)

Total cost 50 000

The estimated residual value of office equipment is zero. The office equipment has been depreciated
for the entire year without considering the acquisition date.

(v)y The company entered into a lease agreement on 01.04.2024 to obtain the right-of-use of a motor vehicle
and on this date, an initial payment of Rs, 20000000 was made. The present valug of total lease
installments as at 01.04.2024 was Rs. 30 000°000. According to the lease agreemen@equal annual
installments of Rs. 8 000 000 each are payable during the lease term, and the first installment was paid
on 31.03.20 ’[;/ The ownership of ‘the motor vehicle is not transferred to the lessee at the end of the
lease term. The estimated useful life of the motor vehicle is 8 years and the residual value is zero. The
lease interest relevant for the years ending 31.03.2025 and 31.03.2026 are Rs. 3 126 000 and Rs. 2 618 000
respectively. The initial payment and the first lease installment paid have been debited to the right-of-use
asset account and credited to the cash account, No other accounting entry has been made for this lease.

This motor vehicle is used for distribution of goods.
,e() The income tax payable as at 31.03.2025 is estimated as Rs. 550 000.

(vii) The financial statements of the company were authorized for issue by the directors on 31.05.2025 and
the following events have been occurred after 31.03.2025. —

/0 The verdict of a court case filed by a customer against the company was given on_30.04.2025.
Accordingly Rs. 600 000 was paid by the company on this date as the full settlement of the claim

filed on 10.12.2024.
payable. This case was file 10.12.2024.

J

[See_nage three
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\
® A trade debtor existed as at 31.03.2025 was declared bankrupt by the court on 15.05.2025. The

trade vecetvables shown in the trial balance included Rs. 3 500 000 receivable from this debtor.

Afler making several reminders, the company was able to collect only Rs. 1200000 from this
debtor on 01.05.2025.

7 Directors proposed a final dividend of Rs. 500 000 for the ordinary shareholders on 25.05.2025.
Required:

The tollowing financial statements (including notes) of Janaka PLC for the publication purpose as per
‘LKAS 1 - Presentation of Financial Statements’:

™
(1) Statement of Profit or Loss and Other Comprehensive Income for the year ending 31 03,2025 @
(2) Statement of Financial Position as at 31.03.2025 N

(3) Statement of Changes in Equity for the year ending 31.03.2025

N

(Total 40 marks)

(a) Nadun Garments (Pvt) Ltd uses both time basis and output basis in paying salaries to its employees

The contributions made to the Employees’ Provident Fund (EPF) for the month of September 2025 are
as follows.

- Employee EPF Contribution (Rs.)
Employee Name and Position "\ W Employer (12%) Employee (8%)  Total
Silva (Manager) 01 16 200 10 800 27 000
Fernando (Machine Operator) 02 14 160 9440 23 600
Kumara (Machine Operator) 03 9 600 6 400 16 000
Nadeesha (Quality Controller) 04 9120 6 080 15 200
Total 49 080 32720 81 800

Additional information:

(1) The manager is paid a monthly basic salary of Rs. 108 000. The basic salary of other employees are
paid on the output basis.

(ii) EPF and Employee Trust Fund (ETF) contributions are calculated based on the gross salary including
all allowances. The employer’s contribution to ETF is 3%.

(iii) Monthly cost of living allowance of Rs. 17 000 is paid to every employee.
(iv) The manager is paid a fixed monthly travelling allowance in addition to the cost of living allowance

(v) The machine operators are paid the basic salary on the output basis as indicated below. In addition. the
: machine operators are paid a production allowance based on their performance

[o]
Employee - Units Rate per unit (Rs.) Production allowance (Rs.)
Fernando 350 250 ?7nS
Kumara 240 250

T %
(vi) The quality controller has been paid at a rate of Rs. 100 per unit for the certification of quality of all
590 units produced.

(vii) Fernando and Nadeesha have obtained staff loans and their monthly loan installment deductions are
Rs. 12 500 and Rs. 5 000 respectively. o

Required: & > A - A

Payroll of Nadun Garments (Pvt) Ltd for the month of September 2025 WoA (10 marks)

oy v _-—-———.d—- ”-'« e SRR Yo
! Ry

(b) John PLC manufactures two types of mattresses — ‘A’ and ‘B’. The company consists of two production
departments, namely; ‘Machine’ and ‘Finishing’ and a service department — ‘Stores’. All these departments

““are located in a single building. The expected activity level of the company is 5 000 mattresses comprising
3000 from Type ‘A’ and 2 000 from Type ‘B’. | e

The overhead absorption rate of Machine Department and Finishing Department are calculated based on
the machine hours and direct labour hours respectively. —
Ukt ol

e W A

The mabsorption rates have already been calculated by the company as given below.

3 Machine Finishing

', Overhead absorption rate Rs. 300 per machine hour Rs. 200 per direct labour hour
2- Budgeted machine hours 30 000 2 000

f Budgeted direct labour hours 1 000 20 000
oL

/
[See page four
. /



https://pastpapers.wiki/

AL/2025/33/E-11 4.
il .

However, in the subsequent investigation ol the overhead analysis sheet, the management of the company
has found the following errors and omissions. Further, the management has proposed revisions for some
overhead apportionment bases.
e The budgeted indirect wages of Rs. 1 000,000 and Rs. 2 00Q,000 relates to Machine and Finishing
departments respectively. However, these amounts have been allocated erronousely as Rs. 2 000 000

to Machine Department and Rs. 1000 000 to Finishing Department.

@ The insurance premiums for machinery of Rs. 3 140 000 and Rs. 1 860 000 for Machine and Finishing
Departments respectively have not been considered when preparing the overhead analysis sheet.

e The following revisions have been proposed to the overhead apportionment bases in order to provide
a more suitable presentation of overheads for the respective departments.

Type of overheads Basis used Proposed basis

Depreciation of machinery Cost of machinery Carrying amount of machinery

Factory electricity expenses Floor area (Square meters) Electricity consumption
(Kilowatt hours)

@ It is also proposed to change the re-apportionment basis of the total overheads of the Stores
Department to the production departments as follows.

Basis used Proposed basis
No. of stores requestions issued Raw material consumption ratio

e The budgeted total overheads of the Stores Department that has been considered in the preparation
of the overhead analysis sheet is Rs. 2 000 000.

Additional information:
@ The following information relates to overhead apportionment and re-apportionment bases.

Machine  Finishing Stores
Cost of machinery (Rs.’000) ..............cceeetn 8 000 6 000 4 000
Carrying amount of machinery (Rs.”000) ...... 6 000 2 000 1 000
Floor area (Square mMEters) ...........coceeeuenenn. 3000 2 000 1 000
Electricity consumption (Kilowatt hours) ...... 5000 500 500
No. of stores requisitions issued .................. 150 100 e
Raw material consumption ratio .................. 80% . 20% =

e The budgeted annual depreciation of machinery and budgeted factory electricity expenses are Rs. 2250000
and Rs. 600 000 respectively.

® Direct costs to produce one unit of type ‘A’ mattress:
Direct materials 4 kg at Rs. 450 per kg
2 direct labour hours at Rs. 400 per hour

e The processing time of type ‘A’ mattress in Machine Department is 2 machine hours and Finishing
Department is 2 direct labour hours.

e The selling price is determined by adding a profit of 40% on the cost of production.

® The budgeted non-production overheads for the period are Rs. 1500 000 and it is shared equally among
the two types of mattresses.
Required:
(1) Revised Overhead Analysis Sheet clearly showing the following:
(i) The total overheads already calculated for each department
(ii) The rectification of errors and omissions identified by the management e
(iii) The adjustment of the proposed revisions in the overhead apportionment bases

(iv) The total overheads of each production department after the re-apportionment of Stores Department’s
total overheads

(2) Revised overhead absorption rates for Machine and Finishing Departments

(3) Production overheads per type ‘A’ mattress

(4) Cost of production per type ‘A’ mattress uL\\O

(5) Profit at the activity level of 3 000 units for type ‘A’ mattresses (30 Marks)
Yo (Total 40 marks)

0 it b
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3. (a) Sunrise Traders (Pvt) Ltd, a wholesale trading company,
registered for Value Added Tax (VAT). The summarised Statement of F

was established in year 2023. This company is
inancial Position of the company

as at 01.04.2025 is as follows.

Rs.” Million

Property, plant and equipment - carrying amount ... 600
INVEIMOTY  cciiiiiiiiiiieiieiseereiesseesresssessssssssasanansnsssasessssuasasnessnsatessbnse 220
Trade and other 1eceivVables ......oiiveevceeiremmmeerssieniieeene 60
Cash and cash equivalents ... 130
Total Assets 1010
Ordinary share capital ..o 600
= 1114 P ————— e S 200
BANK LOAI .oveiiveeiieeeeeeeereeeiteeensesseesisessaaesseesssessnsassesssnessssnsnsansnsssnseses 100
Trade payables .......cccoooeoeeniinneiiie e 70

40

VAT payable
Equity and Total Liabilities

The

No.
1
Z

8

2
10
11
12
13
14

Required:

......................................................................................

1010

following transactions were taken place in this company during the quarter ending 30.06.2025.

Transaction

Purchased goods for Rs. 59 million on credit (Including Rs. 9 million VAT).
Sold goods on credit for Rs. 118 million (Including Rs. 18 million VAT). The cost of these goods

was Rs. 70 million.
Returned goods sold previously for Rs. 29.5 milli

goods was Rs. 16 million.
Trade creditors of Rs. 60 million were settled after receiving a discount of Rs. 10 million.

Received Rs. 75 million from trade debtors after allowing a discount of Rs. 5 million.
Paid a bank loan installment of Rs. 50 million, including interest expense of Rs. 10 million
# ,

on (Including Rs. 4.5 million VAT). Cost of these

for this ‘quarter.
Purchased a new machine for Rs. 12 million for cash and also paid raw material cost of Rs. 1 million

for the initial test run of this machine.

Paid electricity expenses of Rs. 3 million relevant to this quarter.

Donated goods costing Rs. 2 million to a school as a business promotional activity.
Issued ordinary shares by capitalising Rs.25 million retained earnings.

Paid Rs. 40 million VAT payable as at 01.04.2025 to the Inland Revenue Department.
Paid Rs. 4 million for the personal income tax of the Managing Director by the company.
Paid Rs. 8 million income tax for this quarter calculated based on the self-assessment.
Provided Rs. 14 million depreciation on property, plant and equipment for this quarter.

(1) Record the balances as at 01.04.2025 and show the impact of above transactions No. 1 to 14 (with values)
using the accounting equation. State (+) if the value increases or (-) if the value decreases in front of each
value. VAT on purchases, sales and sales returns should be recorded in the VAT control column in the
accounting equation. (In answering this question, use a format similar to the one given below).

(Rs.” Million)

Assets = Liabilities + Equity
Balance / Transaction No, | Property, . Trade Cash Ordinary
plant, and | Inventory | and other | and cash I:a“k ngle Nl share | Retained
equipment receivables | equivalents can; [ payables | control capital | €ar nings

Balance as at 01.04.2025

Balance as at 30.06.2025

(2) Net profit for the quarter ending 30.06.2025 (based on the retained earnings column) o (25 marks)
Y

&

" [See page six
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discount if the annual subscription is pai
sports club is to recognise the net subscri

(iv) 15 new members joined the sports club on 01
when a new member joins the club. During t
new members) paid the annual subscript
paid subscription on monthly basis. 5 0
balance members paid subscription for the full year.

received during the year.

he year

(v) The policy of the sports club is to recognize donations as inco

used and the amount 'é,c)mmitted» to use. .
(vi) A donation received in a previous y

31.03.2025. Rs. 300 000 was use

equipment fund. The club purchased sports ‘equipment-cos

acted from the books of Ridma Sports Club.

(b) The following information has been exitr
As at 31.03.2025  As at 31.03.2024
(Rs.’000) (Rs.”000)
Accun]u]aled fund ......................................................... ? Z(O)g
Life membership fund «eeserssseeese s 320 :
Sport equipment TR e st o s i s A e 023 2 80
Building fund ............................................................... 2 OOO o
Property, plant and equipment - at carrying amount .- 1350 1500
Building \\rork_in_progress ............................................. ?’OO 3_.0
Subscription STL ATTEALS ++eveseuvevosns samassnbns oanbaias rns s s sirnss : \5 | %
Additional information: g Cein Chs
i¥ The club had 60 members as at 31.03.2024, of them 10 are life members. Life membership is confined
to the initial members of the club.
G1J Life membership fee is recognised as income annually.
(ii}') The annual subscription per member is Rs. 12 000. The annual subscription could be paid iI’l full at the
beginning of the year or monthly on equal payments of Rs. 1000. The members are given a 10%
year and the policy of the

d in full at the beginning of the
iption received as the - income. .

04.2024. It is required to pay an entrance fee of Rs. 5000
ng 31.03.2025, 40 members (including the 15

endi

ion at once at the be

f these members paid su
The subscription in arrears as at 31.03.2024 was

ear to purchase sports equipment has been recognised as the sports
ting Rs. 400 000 for cash during the year ending

d from the sports equipment fund for this purchas?/

ginning of the year. The remaining members
bscription only for 09 months and the

2 >

me based on the total of the amount

000 000 received on 01.01.2025 to construct an indoor sports stadium has been
The sports club paid a cost of Rs. 150 000 on 20.01.2025 to develop

the design of this stadium and commenced the construction on 01.03.2025. The first payment of
Rs. 300000 for the construction activities was payable as at 31.03.2025. This amount was paid on
10.04.2025. The building fund is used to bear all cost relating to this construction.

he sports club has been calculated as Rs. 550 000 for the current year and
s do not include the

(vii) A donation of Rs.2
 recognised as the building fund.

(viii) The operating expenses of t
it also includes the indoor sports stadium design cost. However, these expense

depreciation of property, plant and equipment.

purchase of sports equipment.
Required:
In relation to the sports club:
(1) Sub_scription Account for the year ending 31.03.2025

(2) Income Statement for the year ending 31.03.2025
(3)- Equity as at 31.03.2025 (Show each item separately)

(%) There was no acquisition or disposal of property, plant

0P

q
= (Total 40 marks)

2,5
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(15 marks)
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Additional information: :
e The furniture 1 i
e furniture is available for use from 01.01.2025. Its estimated useful life is 5 years and the residual

)
3)

(b)

Additional information:
The additional working ¢
If the new machine is purc

this amount

The expected operatin n
- mmmm

value 1s zero.

Required :
(1) The following

machine. The new mac
is provided in this respect.

‘ * - Rs.’000

Purchase price of the new e e 11 000

Installation and transport cost OF the NEW MACHINE covurrssimsssssersssss s 1 000

Additional working CAHAl EQUIFEINNE.irrrsmssmss 2200

Selling price of the P R 1200

Carrying amount of the Old MAChIIE st 400

lo of the Old MACKINE .cuvwwriissssmmmmsssssmessss 250

2000

The company
Income tax rate

The required 12
Discounting factor (af nearest W0 decimal places)
h inflows and cash outflows of the project (showing each cash flow item

Required:

basis and
sells goods :
(VAT). The fi ods on both credit basis and cash. T :
. ollow . . asis and cash., The business i "
3005, g transactions have been carried owt t:y btlll;:m;:iir:s I'Cgllstcrc(l fr yalue Bdded tn
siness during the month of Ja
nuary

Date
AT 012098 | The owier fves Transaction

| I)l;):ai?]\; (liu,; ;;\:I:t:d Rs. ?()() 000 in cash and furniture worth of Rs. 480 000 as capital
05.01.2035 | Purshased ool foim of Rs. 600 ()‘()() at an annual interest rate of [2%. '
07.01.2025 | Sold gmdqgf (.SR or Rs. 472 000 from Dasun on credit (Including Rs. 72000 VAT).
12.01.2025 | Sold gOOd; tOIB'S. ?18 000 for cash (Including Rs. 18 000 VAT).
e od inara for Rs. 236 000 on credit (Including Rs. 36 000 VAT).
IS gOOng(t)o s for Rs. 531000 from Arun on credit (Including Rs. 81 000 VAT).
TR T oﬁlSandun for Rs. 590 000 on credit (Including Rs. 90 000 VAT).
S G S e full amount due from Binara.
78.01.2025 | Paid Rs le 4(?101:) amount due' to Dasun after receiving a discount of Rs. 10 000.
3101.2025 | Paid h' 0 for operating expenses.

id the monthly bank loan installment of Rs. 13 000 includin

g Rs. 6 000 interest.

prime entry books for the month of J anuary 2025:
(ii) Cash Payments Journal

(v) General Journal

(i) Cash Receipts Journal (iii) Sales Journal

(iv) Purchase Journal

Journal entries to post the totals of the prime entry books to the genera

The following accounts in the general ledger for the month of January 2025:
(i) Cash Account ' (ii) VAT Control Account

1ledger (Narrdtion is required)

(iii) Bank Loan Account
(25 marks)

ering a project 10 replace the existing machine with a high-tech |
The following estimated information

A manufacturing company is consid
for a period of 5 years.

hine is expected to use

the gain on sa

f the new machine at the end of the project PEIIOM ovevecrsssessssssess

Tax payable on
Residual value 0
an be recovered fully at the end of the project period.

d annual gash inflow in year 1 is Rs. 5 000 000 and thereafler.

ch year of the project. . ‘
al depreciation) 18 as follows.

apital ¢
hased, the expecte

10% in each Y¢ .
of the project (including _annu

will be increased by
g expenses

Operating_€Xpenses (Rs.”000) L e

’ ing straight-1ine ; _ i

deprecia®? asdeln RC ¢ is 20% and income tax should be paid at the end of each year.
nting factors are as follows.

on annual profit L
of the company P 12% and its discot

o of reum of the PIOICE = WS T8 [ 8
a0 o7 [osa [0,

initial and annual cas

(1) The estima)lted
separ ately V) of the project
ent Value (NP ) of the P
(2) The Pt l;l;ijsation to invest in the pr oject l?ased an t?,e th\; — investment) (15 marks)
(3) Reool unting Rate of Return of the project (based o1 T £ ' (Total 40 marks)
/’/’//—-—“——-—’ .
[See page eight
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5. (a) Balan and Celan were partners of a retail trading business. They shared the profits and losses equall
These partners agreed to improve the business by admitting two new partners, Deepal and Emil o{;
01.04.2024. The terms of the new partnership agreement are as follows,
® Profits and losses are shared among Balan, Celan, Deepal and Emil in the ratio of 2:2:1:1 respectively
® Partners are entitled to reccive 10% interest per annum on the year-end capital account balances‘
@ Each partuer is entitled to an annual salary of Rs. 1 200 000 and™iTcanmbe settled either by paying
cash or by giving trading goods of the business at cost.
® The partners agreed to apply the provisions in the Partnership Ordinance of 1890 for the matters
not covered in this agreement. '
The tral balance of the partnership as at 31.03.2025 is as follows. ‘
Description Dr. (Rs.’000) Cr. (Rs.’000)
SAIES REVEIUE woumonns 4 sonnnnis s conmnins s aumsss i § Svsssiss s § 00w & £ 1 39 30 000 g
CoSt Of SHIES ' wumes svvmommss o3 « sy s « sumaesil's s Disesns + « Bessment & + 52 8 000 %
AdMINISITAtVE EXPENSES ..vuineriniieeieiirirreerererreeeseeiearnens 8 000 £
Distribution and Other eXPENSES .........oeevierenieniensensennenss 3000/ |
L T S S o U RS kD o St e 1000 ;
TARERIIIT 00 v i iast s oinisondt ' il o mmpssbionaes Sos seesisrioss s s £ 2 000y :
Property, plant and equipment - carrying amount ............... 26 000« |
Loan given by Balan on 01.04.2024 ..............cccovvninenennn. 2 009 ‘
Current accounts as at 01.04.2024: Balan ........................ 600,
i Celan ...... -400 ‘
? Capital accounts as at 01.04.2024: Balan ........................ 40({ e )
Celan .. o A0 '
Cash brought by DEEpAl ..msnsss:ssammueis s s sxmminss : somimnss s 2 000/
Cash hrousht by Bl .. osemannstis shvmsim s £ ausuis s somns s a5 1 00Q/
Trading inventory brought by Emil ..o v it civniios raes T 4 000
48 000 48 000
Additional information:
(i) Assets brought by Deepal and Emil on 01.04.2024:
i ra Asset Deepal (Rs.”000) Emil (Rs.’000)
| Land 3 000 -
| Trading inventory - 4000
Cash 2000 1000
Total ] 5000 5000
(ii)-Only the cash brought by both new partners and the trading inventory brought by Emil have been <
recorded in the books. The land given by Deepal has not heen—recorded in the books. The land given ‘
by Ihffghzﬂ/iSJ&ﬁd_as a parking area for the business while the inventory given by Emil has been taken
to t owroom for trading.

@Om the date the new partners were admitted, the goodwill of the partnership was estimated as
Rs. 2 400 000. However, no entry has been made in this regard in the partners™ capital accounts.

(iv) Salary payments for the partners during the year are as follows:
Paid in cash Settled with trading  Total salary paid
Partner

(Rs.’000) goods (Rs.’000) (Rs.’000)
Balan 1200 - 1200
Celan 800 - 800
Deepal 500 200 700
Emil 400 100 500
Total 2 900 300 3200 :

The salaries paid to partners in cash have been recorded as administrative expenses and issue of trading
goods to settle salaries have not been accounted for. -
(v) The closing inventory has been ascertained based on the physical stock z}vailable as at.31.03_.202>.
(vi) Deepal cleaned the land given to the business by incurring an expense of Rs. 50 000 using his personal
cfunds. This expense has not been accounted in the books of the business. '
(vii) Celan was sent for a management training program conducted in India. The entire cost relating to this
training Rs. 300 000 was borne by Celan from his personal funds. The partners agreed to reimburse this
amount to him and consider it as an expense of the partnership.
(viii) The partnership paid Rs. 120 000 as fire insurance premium for the current year. This
_ recorded in the administrative expenses. This insurance premium also included Rs. 20 000 p
insurance of Emil’s house. The partnership decided to recover this amount from him.

amount has been
aid for fire

Required: : . : opriations
(lgq Income Statement of the partnership for the year ending 31.03.2025 (including, appropriations o the
partners) 025 (25 marks)

ccounts and Current Accounts of the partners for the year ending 31.03.2

(2) Capital A
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(b) Gihan PLC commenced a trading business on 01.04.2024. The company issued ordinary shares on 01.04.2024
and obtained a 10% bank loan on 30.09.2024. There was no other issue of ordinary shares during the year

ending 31.03.2025. The following information relates to the current year.

As at 31.03.2025: Rs.' 000
O] BESEIE  oonnssctoornss sl e R RS s asas s o eboes it mssmnams 42 000
TOtAl SQUILY ... et ssmsnsiamssamamiommssonsseremenserenssesssrommm s erersesesmne 24 000
Total TABIIIHES cucoiioinrirneccrrrerriersosserecessssssssssassssssssessensenseeseemnss e 18 000
(L2251 057 o R 3016
Trade debtors 2 580
SN crsscnsmssssmaesthotos s s R it e st 164
For the year ending 31.03.2025:
Cost BF SHIES:  sonsmsidatioitsoesepassmman e £ B i 15080
Operating expenses (including depreciation) ..............cocoevveennne. 2720
INTErESt BXPBHEE suscsssrorsrucrminssmenitrsmsmregs s R A4 720
TAX EXPENSE ....oveecicrrisiniersinnneisseis s s sessesessesosersssssesssssssssssessssssras 1 080
Additional information:
e Debt to Equity Ratio as at 31.03.2025 0.60
e Return on Equity (ROE) Ratio for the current year 15%
e No. of ordinary shares 2 000 000
e There were no non-current liabilities other than the bank loan.
e All sales of the company are made on credit basis. *
e Sales is the only source of income for the company during the current year.
e The company has paid Rs. 800 000 dividends for the current year.
e Assume 360 days per annum.

The following ratios of Kasun PLC, a competitive company of Gihan PLC, for the current year are given below. |
Dividends per share (Rs.) 0.30 !
Current ratio 1.80
Debtors’ turnover ratio (times) 1)

Inventory residence period (days) : 80
Gross profit ratio T 320 ‘ g : '
A {

Required: \

(1) Profit after tax of Gihan PLC for the year ending 31.03.2025 260° k

(2) The following ratios of Gihan PLC for the current year:

(i) Dividends per share D-('\ ‘ ‘I
(i1) Current ratio L
1 &\

(iii) Debtors’ turnover ratio (based on the year-end debtor s balance)
(iv) Inventory residence period (based on the year-end inventory balance) 3%
(v) Gross profit ratio %7
(3) Indicate the name of the company for each of the following situations with the reasom by comparing
the ratios calculated in part (2) above with the given ratios of Kasun PLC.
(i) The company that maintains a higher profit ratio on sales (&,
(ii) The company that has a higher ability to settle the short-term liabilities =
(iii) The company that is more efficient in collecting cash from debtors G

(iv) The company that sells inventory within a shorter period of time &
(v) The company that retains a higher portion of profits for the future investment\c (15 marks)
(Total 40 marks)
(a) The following information has been extracted from the books of the company for the preparation of the Statement
of Cash Flows of Dilan PLC for the year ending 31.03.2025.
Rs.’000
Cash Sales ........ccvvvivivrineiiviiiniiieaon O 1 § B 5 g o 0 36 500
Cost Of 3168 + .o s vawema 1 pwnws 1) B T et heilor A 30 000/
Operating €XPEMSES  .......oeoieeririorisirnirirei, 10 000
Interest expense paid  .........oooiiiiii 6 039
INCOME 1aX EXPENSE “wwis sewset s sminny s ogresss roows s rotess sy sapsni s s o335 3 4 03 3 500
Cash paid for the investment in shares ................................ 12 00,
Purchase of a machine  .........ooviiiiiiiiiiiiiii 28 000
Issue of ordinary shares ...............cccoviiiiiiiiiiiniiinniiiienn, 2500
Dividends for ordinary shareholders .................................... 3000~

P

[See page ten
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Additional information:
(1) Total current assets and total current liabilitics consisted of the following items.
As at 31.03.2025 As at 31.03.2024

(Rs.’000) (Rs.’000)
TORSRIGUIES | oo mitniihiay s recsclh skl 5kos Sbionoiaiiai brai oot b T 8 000 6 500
Trade receivables  ....oo.iiiiiiiiiimiaiiraieniie st e 9 500 10 75¢
Cash and cash equivalents.... ..o voe s cosonsssssnanases vs us soes (5 650) [ 100
Tratde PAVADIEE  ©oowosoniine fio 0 v a0 68 765 1055 695 40P opreydvavas 4750 6250
Accrued operating EXPEnSES ...iiveviorevesiursrsansarsnsiisinaies 1 000 600
Income 1ax PaAYADIE: i wssussamvsnsnsmss oo g s ses muiermssnns st s 850 1250

(i) The credit sales for the year ending 31.03.2025 were Rs. 32 000 000.

&iizl/éepregiation expense of Rs. 4 500 000 and discount allowed of Rs. 500 000 for the year ending 31.03.2025
were included in the operating expenses.

(iv) The machine costing Rs. 28 000 000 stated above had been purchased from Nalin PLC on 01.10.2024.
In this respect, the company paid cash Rs.20 000000 and the company issued ordinary shares to Nalin
PLC on the same day to settle the balance amount.

(v) The issue of Rs. 25000000 ordinary shares stated above consists of the following:
e Capitalisation of retained earnings Rs. 12 000 000
e Shares issued to Nalin PLC for the purchase of the machine
e A public issue of shares for cash during the year
(vi) The dividends for ordinary shareholders of Rs. 3 000 000 stated above have been calculated as follows.

Rs.”000
Interim dividends paid to ordinary shareholders .............c...ccoceeiene 2500
Proposed dividends for ordinary shareholders —...............ocooorrcrceooeen 1 500 *
Dividend received from investment in shares .............. e imanict st a B (1 000y
3 000

Required:
Statement of Cash Flows of Dilan PLC for the year ending 31.03.2025 as per ‘LKAS 7 - Statement of Cash
Flows’ (use the direct method to show the cash flows resulting from the operating activities).

(20 marks)

(b) The “United Sports Club’ is planning to hold a ceremony to celebrate its 50" Anniversary in the month
of January 2026 with the participation of 8 special invitees. This sports club consists of 75 members.
The estimated costs for the ceremony ar¢ as follows. =

" Rs.
Sound system RifiNZ COSE ...creummsriiimmiimsssrcmmsstinssssines s 18 000
Garlands to special INVILEES ..ot 8 000
Decorations —.......... T AR S et SRR 20 000
Hall CHATEES ..ucvreerrsesrsssmssesssisissirnmissssasississsssssons s snsbasaasassnnsenses 12 000
Cost Of dancing ZIOUP ..ccveereriemmuimsussmstenisnsiniismsescssisssiisnsissnss 11 500
Water bottles for the CETemMONY .......ccvormiiimeninmsiiesiisis 2500
COSt OF @ SOUVEINIT oevvueursrsversiunmeisiiisessstssassitasssssessisassssnssssasssss 1 000 €
Cost of a drink bottle per member........ccviiiiiiiii. 400
Cost of a food pack per mMEMbEr.....ooiiiinii. 1100
Cost of a T-shirt per MembEr ......cccoiiirimenini, 1500

Additional information: ;
e The sports club has decided to give a souvenir to each special invitggs
e All members participating in the ceremony are entitled to receive a souvegnir and a T-shyrt.
e It is decided to charge a fee of Rs. 6000 from each member participating in the ceremony.

Required:

(1) Total fixed cost of the ceremony

(2) Variable cost per member

(3) Contribution per member Q

(4) The number of members required to participate in the ceremony o cover its total cost \\ 2

(5) The expected surplus if 60 mfambers par‘ticipate in the ceremony (3O \O oV . ‘

(6) The number of members required to participate to cover the total cost of the ceremony, if a sponsorship 18 received
for the souvenirs given to the special invitee .

(7) The fee to be charged from eap}} member td cover the %h'{? cost of the ceremony if a donation of Rs. 20 000 1‘s
received and 50 members participate in the ceremony (20marks)

SacP (Total 4@
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