e ————————

FAUZUZGBME-I 7 3 5 _]_

fog @ SO quaod /upapts uscnpflemougso wigt /Al Rights Reserved)
e B e ﬁhﬁé@?ﬁm et et S 3 B

i saas- Depariment of Examinations, Sritanka. .. oo

gnom eog sv8n oy (cwd ovg) Swmows, 2026

&6vellll CUTBIS SITHIL USHT (2_wif SO Lf e, 2026
General Certificate of Education (Adv. Level) Examination, 2026

Fh e
inations., Sri |
i

Bl i
tment of E

( Be@moemc 1 &8 eeeS3
oM B | [[33]1[ EH[ I J] Bewi® 105 T
| Accounting | Two hours
\ 7
I ~
Instructions: [lndex NOu 2 oveirsrenesiorsmnsnsromensspssssns j
# Answer all questions. ) 4
# Select the correct answers for questions For Examiner’s Use Only
:(:;,e;-igi ;md write its number on the Skeasture | Code NG, ¥or pager 1
# Write short answers for questions I* Examiner Q. Nos. | Marks

No. 31-50 on the dotted lines.

2™ Examiner 01 - 30
# Each question carries equal marks.

Addl. Chief

# Write your Index Number in the space
provided above. E.M.F.

it Use of non-programmable calculators is
\ allowed.

31 - 50

Chief Examiner TOTAL

1. Which of the following statements best describes the primary purpose of financial accounting in a firm?
(1) Provides financial information based on past transactions of the firm for the managers to make
decisions.
(2) Provides financial information for the internal stakeholders of the firm to make economic
decisions.
(3) Provides financial information about the firm on demand for investors, lenders and other creditors to
make economic decisions.
(4) Provides financial information for the external stakeholders of the firm to make economic
decisions.

(5) Provides financial information about the firm in accordance with accounting standards to meet income
tax requirements.

2. Which of the following accounting concepts is most appropriate to explain the basis for the valuation of
inventory of a firm at the lower of cost and net realizable value?
(1) Accruals (2) Historical Cost (3) Matching
(4) Prudence (5) Realization il 5

3. Which of the following statement/s is/are correct in relation to the application of accounting concepts
in a firm?

A - Rent paid in advance is recognized as an expense in the period it will be incurred in accordance
with accruals and matching concepts.

B - The owner’s personal electricity bill paid by the firm is recorded as drawing in the books of
the firm in accordance with prudence and accruals concepts.

C - The effect of environmental pollution resulting from activities of the firm is not recognized in
its financial statements in accordance with business entity and money measurement concepts.

(1) A only. (2) A and B only. (3) A and C only.
(4) B and C only. (5) All A, B and C. (e )
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4. Madu Traders commenced a real estate business on 01.01.2025 by investing Rs. 15 million in cash and
a motor vehicle worth of Rs. 10 million. The motor vehicle is depreciated over a period of 5 years. The
business purchased lands costing Rs. 12 million on credit for the purpose of resale. Of which, a land costing
Rs. 2 million was sold for Rs. 3 million on credit. Further, a land costing Rs. 4 million was used for the
administrative activities of the business.

Which of the following accounting equation reflects the net effect of these transactions as at 31.12.2025?

Non-current Assets + Current Assets = Liabilities + Equity
(Rs.” Mn) (Rs.” Mn) (Rs.” Mn) (Rs.” Mn)
(1) 8 28 12 24
(2) 12 24 12 24
(3) 14 24 12 26
(4) 20 16 12 24
(5) 21 15 12 24 — )

® Use the following information to answer questions no. 5, 6, and 7.
Kumara Traders, a retail business, commenced its operations on 01.01.2026. This business is registered for Value
Added Tax (VAT) and carries out all its cash transactions through a bank account. The following transactions
have occurred during the month of January 2026 relating to the purchase and sale of goods.
1 Purchased goods from Saman Traders for Rs. 767 000 on credit (Inclusive of Rs. 117 000 VAT).
2 Sold goods costing Rs. 200 000 for Rs. 295 000 for cash (Inclusive of Rs. 45000 VAT).
3 Sold goods costing Rs.400 000 to Amitha Traders for Rs. 590000 on credit (Inclusive of Rs. 90 000 VAT).
4 Returned goods sold to Amitha Traders for Rs. 59 000 (Inclusive of Rs. 9 000 VAT). The cost of these

goods was Rs. 40 000.

5. The source documents used to record the above transactions 2, 3 and 4 respectively in the prime entry
books of Kumara Traders:

(1) Receipt, Invoice, Credit Note

(2) Receipt, Invoice, Debit Note

(3) Deposit Slip, Invoice, Credit Note

(4) Deposit Slip, Invoice, Debit Note

(5) Receipt, Invoice, Journal Voucher A )

6. The correct double entry to post the total of the Sales Journal of Kumara Traders for the month of January
2026 to the General Ledger:

Description Dr. (Rs.’000) Cr. (Rs.7000)
(1) Trade debtors control account 531
Sales account 450
VAT control account 81
(2) Trade debtors control account 500
VAT control account 90
Sales account 590
(3) Trade debtors control account 590
Sales account 500
VAT control account 90
(4) Trade debtors control account 750
VAT control account 135
Sales account 885
(5) Trade debtors control account 885
Sales account 750
VAT control account 135 (s veee )

7. VAT control account balance as at 31.01.2026 and gross profit for the month ending 31.01.2026:
VAT Control Account Balance (Rs.’000) Gross Profit (Rs.’000)

(1) Dr. 9 140
(2) Dr. 18 150
(3) Cr. 9 140
(4) Cr. 9 150
(5) Cr. 18 140

[See page three
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® Usec the following information to answer questions no. 8 and 9.

10.

—

A business carries out all its cash transactions through a bank current account. The cash account balance as
at 01.03.2026 agreed with the bank statement balance on this date. The debit balance of the cash account
as at 31.03.2026 was Rs. 300000 and it did not agree with the bank statement balance on this date. The
following were identified as the reasons for this difference when examined the bank statement received on
04.04.2026.
A - A cheque of Rs.200 000 deposited on 31.03.2026 has been realized on 02.04.2026.
B - A debtor has directly remitted Rs. 100 000 to the bank on 31.03.2026.
C - A standing order payment of Rs. 60 000 has been made on 31.03.2026 for a loan installment
by the bank (This payment includes an interest expense of Rs. 15 000).
D - A cheque of Rs. 150 000 issued to a creditor on 30.03.2026 has been presented for payment
on 03.04.2026.
Above A and B denote cash received from two debtors of the business to settle the outstanding balances.
Further, direct remittances and standing order payments are adjusted in the cash account of the business
only after the receipt of the bank statement.

The bank statement balance and the adjusted balance of cash account as at 31.03.2026:
Bank Statement Balance Adjusted Balance of the

(Rs.”000) Cash Account (Rs.’000)
(1) 250 290
(2) 290 340
(3) 290 355
(4) 390 340
(5) 390 355 ... )
The decrease in the debtors control account balance and the total liabilities of the business as at 31.03.2026

due to the adjustments made to the cash account after receiving the bank statement:

Decrease in the Debtors Control Decrease in Total
Account Balance (Rs.’000) Liabilities (Rs.”000)

(1) 100 45
(2) 100 60
(3) 100 195
(4) 300 45
(5) 300 60 e
Maya Traders, a sole proprietorship, reported a gross profit of Rs. 450000 and a net profit of Rs. 280000

for the year ending 31.03.2026. During the year, goods costing Rs. 25000 were destroyed completely due to
a fire and this has not been adjusted in the books of accounts. The cost of inventory as at 31.03.2026 was

ascertained correctly 5)}{2&.4[} 00 base h ical s vailable on this date, for the preparation
of financial statements. The/net-realizab is s Rs. 35000 on this date and
no adjustment had been.iade mfﬁis‘rﬂngjfﬁnkﬁgﬁﬁ §
The correct gross profit and 'héj“'pibﬁt y, i 03.2026:

Gross Profit (Rs:2000) | W«Im«l)

(1 425 275
(2) 470 240
(3) 475 250
(4) 475 275
(5) 480 275 - )

[See page four
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11.

12.

13.

14,

A manufacturing firm reported the following information for the year ending 31.03.2026.

Rs.’000
Prime cost 490
Total manufacturing overheads 160
Total manufacturing cost 850
Finished goods inventory as at 01.04.2025 100
Finished goods inventory as at 31.03.2026 140
Sales 1500

The work-in-progress inventory is adjusted at the total manufacturing cost.

The decrease in work-in-progress inventory as at 31.03.2026 compared to the work-in-progress inventory
as at 01.04.2025 and the gross profit ratio:

Decrease in Work-in-progress Inventory (Rs.’000)  Gross Profit Ratio (%)

(1 200 0
(2) 200 46
(3) 360 43
(4) 360 46
(5) 400 46

(oonnnl)

Iresha Enterprises, a sole trader, does not maintain accounting records properly. Inventory and trade debtors
balances of the entity as at 31.03.2026 and 31.03.2025 are given below.

As at 31.03.2026 (Rs.) As at 31.03.2025 (Rs.)
Inventory 60 000 40000
Trade debtors 130 000 90 000

Additional information:

* All purchases and sales are made on credit basis.

* Total cash received from trade debtors during the year ending 31.03.2026 was Rs. 570 000,
* The enfity maintains a gross profit ratio of 25%.

Sales and purchases for the year ending 31.03.2026:

Sales (Rs.) Purchases (Rs.)
(1 530000 377 500
(2) 530 000 417 500
(3) 570 000 447 500
(4) 610000 447 500
(3) 610000 477 500 (o)

Which of the following statements is correct in relation to a partnership as per the Section 42 of Partnership
Ordinance of 1890?

(1) A partner is entitled to a 5% annual interest on a loan provided to the partnership.

(2) A new partner can only be admitted when the number of existing partners is less than 20.

(3) A partner is not entitled to receive a salary for the participation in the management.

(4) A retiring partner is entitled to a share of goodwill of the partnership in the profit-sharing ratio.

(5) A retiring partner is entitled to a minimum of 5% annual interest on the unsettled equity balance.

Which of the following statements are correct as per the Section 24 of Partnership Ordinance of 1890 in
the absence of a written, verbal or implied agreement as to the rights of the partners?
A - Partners are entitled to receive an interest on the capital contributed to the partnership.
B - Partners are entitled to receive a salary for the participation in the management of the partnership.
C - Partners are entitled to receive profits and losses of the partnership equally.
D - Partners are entitled to a 5% annual interest on a loan provided to the partnership.

(1) A and C only. (2) B and D only. (3) C and D only.
(4) B, C and D only. (5) All A, B, C and D. o )

J
[See page five
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15.

16.

17.

18.

The following information relates to Saman and Vidura Partnership.
Saman (Rs.’000) Vidura (Rs.’000)

Capital balance as at 31.03.2026 5000 3 000
Interest on capital (10% annual interest on year-end capital balance) ? ?
Annual salary 1200 800
Profit share (The profit sharing ratio between Saman and Vidura - 3:2) o ?

The partnership reported a profit of Rs. 7 000 000 for the year ending 3!.03.2026.

The profit share of Saman and the total profit appropriated to Vidura respectively for the year ending
31.03.2026:

Saman (Rs.’000) Vidura (Rs.”000)

(1) 2 520 1 680
) 2 520 2 780
3) 4 200 2 800
4) 4 220 1 680
(5) 4 220 2 780 ()

® Use the following information to answer questions no. 16 and 17,

The following information has been extracted from the draft financial statements of Hiruka PLC for the
year ending 31.03.2026.

Rs.’000
Gross profit 16 000
Other income 1 500
Operating expenses 7 500
Finance expenses 1 000
Income tax expense 1 200

Additional information:

Both buildings and machinery have been revalued for the second time on 31.03.2026 and for the first time
on 31.03.2025. These revaluations have resulted in the following surpluses and deficits,

Surplus / (Deficit) Surplus / (Deficit)
as at 31.03.2026 (Rs.’000)  as at 31.03.2025 (Rs.”000)
Buildings (1500) 1 000
Machinery 1200 (2 000)

The revaluation deficit of buildings Rs. 1 500 000 has been included in the operating expenses, and the
revaluation surplus of machinery Rs. 1 200 000 has been included in the other income in preparing the
draft financial statements for the year ending 31.03.2026.

The correct other comprehensive income for the year ending 31.03.2026 (Rs.’000):

(1) (1000) (2) (500) (3) (300) (4) 200 (5) 1200 Gisiss )
The correct profit for the year ending 31.03.2026 (Rs.’000):
(1) 6600 (2) 7800 (3) 8300 (4) 8800 (5) 9300 ficosrisin )

Which of the following statement/s is/are correct as per ‘LKAS 8 - Accounting Policies, Changes in
Accounting Estimates and Errors’?
A - Accounting estimates are monetary amounts in financial statements that are subject to measurement
uncertainty.
B - A change in an accounting estimate is adjusted in financial statements of the current period and
retrospectively in the relevant prior periods.
C - Errors can arise in respect to the recognition, measurement. presentation or disclosure of elements
of financial statements.
(1) A only. (2) B only. (3) A and B only.
(4) A and C only. (5) All A, B and C. (v )

[See page six
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19. The financial statements of Akila PLC for the year ending 31.03.2026 were authorized for issue by the
directors on 30.06.2026.
Which of the following events can be considered as the “adjusting events’ of this company as per
‘LKAS 10 - Events after the Reporting Period™?
A - A factory building reported in the Statement of Financial Position as at 31.03.2026 for
Rs. 50 million was destroyed due to a fire occurred on 18.04.2026.

B - A debtor with a balance of Rs. 800000 as at 31.03.2026 was declared bankrupt on 25.05.2026.
C - The sales of the company declined by Rs.5 000 000 in the months of April and May 2026.
D - An asset costing Rs. 1 500 000 acquired during the current year had not been recorded in the
books. This was revealed in an investigation carried out on 15.06.2026.
(1) A and B only. (2) B and D only. (3) A, B and C only.
(4) A, B and D only. (5) B, C and D only. TR )

20. Meheli PLC has filed a case against one of its suppliers during the vear ending 31.03.2026, claiming
damages of Rs. 5000000 for the supply of an inferior quality raw material. As per the opinion of Meheli
PLC's lawyer, there is a high probability that the outcome of this case would be favourable towards the
company.

The correct accounting treatment for this case in the financial statements of Meheli PLC for the year
ending 31.03.2026 as per ‘LKAS 37 - Provisions, Contingent Liabilities and Contingent Assets™:

(1) A provision of Rs. 5000 000 should be recognized in the financial statements.

(2) A contingent liability of Rs. 5000 000 should be recognized in the financial statements.

(3) A contingent asset of Rs. 5000 000 should be recognized in the financial statements.

(4) A contingent liability of Rs. 5000 000 should be disclosed in the notes to the financial statements.
(5) A contingent asset of Rs. 5000 000 should be disclosed in the notes to the financial statements.

21. The total equity of Kamal PLC as at 01.04.2025 was Rs. 16 000 000. The information relating to the
company for the year ending 31.03.2026 is as follows.

Rs.’000
Capitalization of retained earnings 4 000
Total comprehensive income for the year 5000
Interim dividends paid for the ordinary shareholders 1 500
Cash collected with the applications for the public issue of ordinary shares 6 000

On 01.03.2026, the company called applications to issue 100 000 shares at Rs. 50 per share. The total
issue price should be paid with the applications. Applications were reccived for 120 000 shares and the
company allotted shares on 31.03.2026. The excess money received with the applications was returned on
05.04.2026.

The total equity as at 31.03.2026 (Rs.’000):

(1) 19500 (2) 24500 (3) 25500 (4) 28500 (5) 29500 (coeene )

® Use the following information to answer questions no. 22 and 23.
The following information has been extracted from the books of Dilki PLC, a manufacturing company.
For the year ending 31.03.2026 (Rs.'000):

Cost of sales 72 000
Operating expenses 28 000
Interest expenses 5000
Income tax expense 2 500

As at 31.03.2026 (Rs.’000) As at 31.03.2025 (Rs.’000)
Current Assets:

Inventory 12000 10000
Pre-paid expenses 2000 -
Trade debtors 22000 18 000
Cash and cash equivalents 10 000 8 000
Current Liabilities : Trade creditors 20 000 28 000

Additional information:
» Credit sales were 75% of total sales and gross profit ratio was 40% for the year ending 31.03.2026.
¢ Assume the number of working days per annum as 360.

[See page seven
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22. The Inventory residence period and the Debt collection period respectively for the year ending 31.03.2026:
Inventory Residence Period (Days) Debt Collection Period (Days)

(1) 50 60
(2) 55 60
(3) 55 80
(4) 60 80
(5) 60 88 (— )
23. The Quick assets ratio and the Interest cover ratio respectively for year ending 31.03.2026:
Quick Assets Ratio Interest Cover Ratio (Times)
(1) 1.6 3.0
(2) 1.6 4.0
(3) 1.7 3.0
4 23 3.5
(5) 2.3 4.0 (o )

24. Which of the following statement/s is/are correct as to ‘direct costs’ and ‘production and non-production
overheads’ of a business that manufactures multiple products?

A - While direct costs are directly identifiable with a product, production overheads are absorbed
into products.

B - While all direct costs are variable in nature, all overheads are fixed in nature.

C - While direct costs and production overheads are treated as product costs, non-production overheads
are treated as period costs.

(1) B only. (2) A and B only. (3) A and C only.

(4) B and C only. (5) All A, B and C. P )
® Use the following information to answer questions no. 25 and 26.

The following information relates for the month of March 2026 to a raw material item regularly used in

a manufacturing business. This business produces two products — A and B.

Date Description

01.03.2026 Opening inventory - 3 000 kgs at Rs. 160 per kilogram

10.03.2026 Purchased 5 000 kgs at Rs. 200 per kilogram

16.03.2026 Issued 2 000 kgs for production of Product A

27.03.2026 Issued 3 000 kgs for production of Product B

25. The cost of raw materials issued to Product A and the cost of raw material inventory as at 31.03.2026
if Weighted Average Cost (WAC) method is used in inventory measurement:

Cost of Raw Materials Issued (Rs.’000) Cost of Raw Material Inventory-31.03.2026 (Rs.’000)

(1) 320 600
) 370 555
3) 555 370
(4) 555 555
(5) 560 600 oo

26. The cost of raw materials issued to Product B and the cost of raw material inventory as at 31.03.2026
if First-in First-out (FIFO) method is used in inventory measurement:

Cost of Raw Materials Issued (Rs.’000) Cost of Raw Material Inventory-31.03.2026 (Rs.”000)

(1) 480 560
(2) 480 600
3) 560 560
(4) 560 600
(5) 880 600 o)

27. The following information has been extracted from the payroll of Nuwan Traders for the year ending 31.03.2026.
* The employee and employer contributions to Employee Provident Fund (EPF) are 10% and 15%
respectively. In addition, the employer contribution to Employee Trust Fund (ETF) is 3%.
* EPF and ETF contributions are calculated based on the gross salary of employees.
* Total contribution remitted to the EPF Fund for the current year was Rs. 750 000.

* During the current year, Rs. 70 000 was deducted from employees’ salaries as the contribution to the
insurance scheme.

The total labour cost of Nuwan Traders for the year ending 31.03.2026 (Rs.’000):
(1) 3000 (2) 3450 (3) 3540 (4) 3610 (5) 3840 forenes)

[See page eight




AL/2026/33/E-1 -8-

29.

< ; 1

32.

28.

Nimal Enterprises is a business engaged in the manufacturing of tyres. The business operates two production
cost centres, namely; Machining and Finishing, and a service cost centre - Maintenance.

Which of the following statement/s is/are correct in relation to accounting for production overheads of
Nimal Enterprises?

A - Production overheads are allocated and apportioned to relevant cost centers.

B - The overhead absorption rates are calculated for all three cost centers.

C - Maintenance cost center’s overheads are re-apportioned to Machining and Finishing cost centers.
(1) A only. (2) B only. (3) C only.
(4) A and C only. (5) B and C only.  — )

Which of the following statements are correct with respect to the cost-volume-profit (CVP) analysis of a
manufacturing firm?
A - Total contribution and total fixed cost of the firm are equal at the break-even point.
B - The break-even point reflects the minimum level of activity required to cover the total cost
of the firm.
C - The contribution earned beyond the break-even point contributes to recover the fixed cost
of the firm.
D - The break-even point of the firm reduces when the sales price increases while all other factors
remain constant.
(1) A and C only. (2) B and C only. (3) A, B and D only.
(4) A, C and D only. (5) B, C and D only. G )

Which of the following statement/s is/are correct as to the evaluation of long-term investment projects?
A - A positive net present value (NPV) of a project reflects that the project earns a return higher
than its expected rate of return.
B - When a firm is required to choose a project out of two projects, the project with the higher
positive NPV is selected.
C - When the payback period is used to evaluate a project, the entire cashflows of the project is
always considered.
(1) A only. (2) B only. (3) A and B only.
(4) B and C only. (5) All A, B and C. - )

Write short answers for questions No. 31 - 50 on the dotted lines.

State whether each of the following statements is True (T) or False (F) as to the use of accounting
information by the stakeholders of a firm.

Statement True / False
A - Only external stakeholders use financial accounting information in making
economic decisions.
B - Managers also use non-financial information in assessing performance of a
firm.
C - Managers use management accounting information in planning and
controlling activities of a firm.
D - The Inland Revenue Department uses the financial statements and other
relevant information of a firm in assessing the accuracy of its tax liability.

Ruwan commenced a consultancy service business by investing Rs. 750 000 in cash on 01.01.2025.
The following balances were reported as at 31.12.2025.
Assets (Rs.’000) = Liabilities (Rs.”000) + Equity (Rs.”000)
880 180 700
The following information relates for the year ending 31.12.2025.

* The assets of this business have increased by Rs. 420000 due to obtaining a bank loan of Rs. 320 000
and the service income earned.

* The assets have decreased by Rs. 290 000 due to the settlement of Rs. 140 000 of the bank loan.
owner’s cash drawings of Rs. 70 000, and operating and financing expenses paid in cash,

State the following for the year ending 31.12.2025.

(a) Profit (Rs."000) s A
(b) Total service income (Rs."000) 2 R R
(c) Total expenses (Rs.'000) BT e T

[See page nine
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33.

34.

35.

36.

® Use the following information to answer questions no. 33 and 34.

The following transactions have been carried out by Nadeeka Traders, a wholesale rice trader. during the
month of January 2026.

A - Purchased 5000 kgs of rice for Rs. 1200000 on credit from Sumudu Rice Mills.
B - Sold 2500 kgs of rice to Amila Traders on credit for Rs. 750 000.

C - Received a cheque from Amila Traders for the settlement of the full amount due after deducting a
5% cash discount.

D - Provided 50 kgs of rice for the personal use of the owner. The cost of this rice was Rs. 12 000.

E - Paid Rs. 120 000 on 01.01.2026 for renting a weighing machine for a period of 6 months.

State the prime entry book used to record each of the above transactions A, B, C and D.
Transaction Prime Entry Book

A

T T
€ st e s e o AR s
D Geasnaanneseienmtenemnessnis

Write the following journal entries by considering above transactions ‘D" and ‘E'.
(a) To record the owner’s goods drawings

(b) To adjust the rent expenses of the weighing machine for the month of January 2026

Description Dr. (Rs.’000) | Cr. (Rs.’000)

(a)

(Recording the owner’s goods drawings for the month of January 2026)

(b)

(Adjusting the weighing machine rent expense for the month of January 2026)

State the appropriate classification for each of the following accounts maintained in the general ledger of
a firm.

Account Classification

A - Drawings

B - Return outwards

C - Provision for compensation

D - Accumulated depreciation

State the accounting concept that is most appropriate to each of the following situations of Bimal
Enterprises, a wholesale trader.

Situation Accounting Concept

A - Reporting a land purchased in year 2022 for Rs. 2 million at the same
value in year 2026, @ sssssseessessssasssisessieie

B - Recognizing the amount due from the sale of goods on credit for
Rs. 310 000 as trade receivables and revenue. e

C - Recognizing a motor vehicle acquired under a five-year lease agreement
as a right-of-use asset. s,

D - Presenting the portion of a long-term bank loan payable in the next financial
year as a current liabihty. e

[See page ten
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37.

38.

39.

40.

Haritha Society, a not-for-profit organization, received the following donations during the year ending

31.03.2026.

A - Received a donation of Rs. 1 500 000 from a local company on 15.10.2025 to construct a library
building for this society. Paid Rs. 200 000 for the construction activities of the library building on
01.12.2025.

B - Received Rs. 500 000 from a foreign company on 01.03.2026 to make a short film on environmental
protection. As per the agreement signed with a film director in this respect on 15.03.2026,
it was agreed to pay the director's fee of Rs. 150 000 in 2 instalments. The first payment of
Rs. 75 000 was made on 31.03.2026.

The policy of the society is to recognize donations as the income to the extent to which it is used to

make payments during an accounting year.

Identify the following with respect to the above donations.
(a) Donation income recognized for the year ending 31.03.2026 (Rs.’000)

(b) Net increase in equity as at 31.03.2026 (Rs."000)

Use the following information to answer questions no. 38 and 39.
Lal and Kamal carried out a partnership business and Nimal was admitted as a new partner on 01.04.2025.
Extracts of partners’ capital and current accounts for the year ending 31.03.2026 is given below.

Capital Accounts (Rs.’000)

Lal Kamal Nimal Lal Kamal Nimal
Balance B/F01.04.2025 10 000 5 000 -
Cash - - ?
Goodwill 600 360 240 | Goodwill 720 480 -
Current Accounts (Rs."000)
Lal Kamal Nimal Lal Kamal Nimal
Balance B/F01.04.2025 400 200 -
Salaries 2 500 2 000 | 800
Cash 1 000 1 000 I 000 | Interest on capital 4 s 376

Additional information:
e The partners are entitled to 10% annual interest on the year-end capital balance.

State the following as of the date Nimal was admitted as a partner.
(a) Goodwill of the partnership (Rs.’000)
(b) The amount of cash brought by Nimal (Rs."000)

Identify the following for Lal, Kamal and Nimal partnership:
(a) Profit sharing ratio
(b) Drawings for the year ending 31.03.2026 (Rs.'000)

(c) Total interest on capital balances (Rs.’000)

Indicate the most appropriate qualitative characteristic of accounting information relating to each of the
following statements as per the Conceptual Framework for Financial Reporting 2018.

A - The information provided in financial statements can influence
the economic decisions of its users.

B - The information provided in the financial statements should be
neutral, complete, and free from errors.

C - The information should be made available to the users before
losing their importance.

D - The information should enable the users to identity and understand
the similarities in and differences among items in the financial
statements.

......................................................
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41. Complete the following sentences using the appropriate terms as per ‘LKAS 16 - Property, Plant and

Equipment.’

A - The cost of an asset less its residual value is identified as the .......................... and the depreciation
15 e s mmas allocation of this amount over the useful life of the asset.

B - An entity should choose either ... B svnssanssnmunmonysvenessivansnosss as its accounting

policy for measurement after recognition of property, plant and equipment.

42. Sanuga PLC purchased a machine for Rs. 12000 000 on 01.04.2022 and estimated its useful life and residual
value as 10 years and Rs. 2 000 000 respectively. The company revalued the machine on 31.03.2024 for
Rs. 6 000 000. On this date, it was estimated that its residual value is zero and there is no change in its
remaining useful life. Subsequently on 01.04.2025, the remaining useful life of the machine was revised
as 5 years and its residual value was estimated as zero.

Indicate following for this machine:

(a) Revaluation surplus/(deficit) as at 31.03.2024 (Rs.’000)
(b) Depreciation for the year ending 31.03.2025 (Rs.”000)
(c) Depreciation for the year ending 31.03.2026 (Rs.”000)

43. State whether each of the following statements is True (T) or False (F) as per ‘LKAS 2 - Inventories.’

Statement True/ False

A - Inventories should be measured at cost and net realizable value whichever is lower,
B - Cost of inventories should be determined using cost formulas even when the specific
identification method can be used.

C - Inventories are written down to net realisable value usually on item-by-item basis.
D - Both cost of conversion and selling cost are included in measuring the cost of inventory.

44. Akmal PLC entered into a lease agreement on 01.04.2025 to acquire a motor vehicle. On this date, the
company made an initial payment of Rs. 6000 000 and incurred an initial direct cost of Rs. 250 000. The
present value of lease payments is Rs. 15000 000. The first lease installment of Rs.2 300 000 including
the lease interest of Rs. 800 000 was paid on 31.03.2026.

The following net cash flows with respect to this lease for the year ending 31.03.2026 as per
‘LKAS 7 - Statement of Cash Flows’:

(a) Net cashflows from investing activities (Rs.’000)

(b) Net cashflows from financing activities (Rs.’000)

------------------------------

45. State whether each of the following statements is True (T) or False (F) with respect to accounting ratios
of a company.

Statement True / False

A - Higher inventory turnover ratio indicates that inventories are managed efficiently
by a company.

B - Earnings per share (EPS) represents the portion of a company’s profits distributed
to its ordinary shareholders.

C- The net profit after tax for the period is used in calculating the return on equity
ratio of a company.

D - The debt-to-equity ratio shows the proportion of debt capital of a company as a
percentage of its total capital.

46. Complete the following sentences relating to material management of a firm.

A - The economic order quantity is the order quantity of an inventory item at which the total of its annual
ordering cost and annual holding cost is ......................... .

B - The Stores Department prepares a ..........coseessscraess to confirm the materials received from a
supplier.

C - When the stock level of a material reaches its ......................... level, the Stores Department issues
B R e to the Purchasing Department.

[See page mwelve
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The estimated annual demand of a regularly used fabric item in a garment factory is 400 000 meters.
Its ordering cost is Rs. 25 000 per order and annual holding cost is Rs. 50 per meter. The estimated daily
consumption and the lead time based on past experiences of the factory are as follows.

Minimum Maximum
Daily consumption (meters) 1 100 2 300
Lead time (days) 3 7

Re-order quantity of this fabric is determined based on the economic order quantity (EOQ).
State the following for this fabric item.

(a) Economic order quantity (EOQ) R R AR meters
(b) Re-order level RS meters
(c) Maximum stock level R S R meters

A manufacturing business produces a single product. The following cost estimates have been made at the
activity level of 50 000 units for this product.

Rs.’000
Direct raw material cost 5250
Direct labour cost 7 500
Other direct cost ?
Production overheads 1250
Administrative and selling overheads 2700

Additional information:

e All direct costs are variable costs.

e Other direct costs are estimated as 25% of the total prime cost.

¢ Production overheads are absorbed on direct labour hour basis.

The budgeted direct labour hours to produce 50 000 units are 125 000.

e Administrative and selling overheads are fixed up to the activity level of 50 000 units.
State the following.

(a) Estimated prime cost per unit (Rs.) L Sm s

(b) Estimated total production cost per unit (Rs.) § e e
(c) Total cost at the activity level of 35000 units (Rs."000) : ..oviriiiiiieiiieiiiieennns

A manufacturing company produces a single product and its expected sales for the period are 15000 units.
The total variable cost at the break-even point of 6 000 units is Rs. 300 000. The selling price per unit of
the product is Rs. 80.

Identify the following.

(a) Contribution per unit (Rs.) I
(b) Total fixed cost (Rs.’000) I,
(c) Margin of safety in value (Rs.”000) L
(d) Profit at the activity level of 10 000 units (Rs.’000) e e

RDK Limited is considering the feasibility of two investment projects — ‘Alpha’ and ‘Beta’. The following
information is given for these two projects.

Alpha Beta
Initial investment (Rs.’000) (2250) (2250)
Lifetime of the project (Years) 3 5
Present value of annual net operating cash flows (Rs.’000) 2 000 1 800
Present value of the residual value to be received at the end of Year 5 (Rs."000) 124 217

Assume there is no working capital requirement for these projects.

Identify the following.
(a) Net Present Value (NPV) of each project (Rs.’000):

Alpha e R S S R ST S
Beta P R R S R S
(b) Recommendation based on NPV R R TR S R T e
(c) Reason for this recommendation R R I S R
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Instructions:

# Answer five questions only, including questions one and two.
# Begin each answer on a fresh sheet of paper:

# Relevant workings should be attached to the answer script.
# This questions paper carries 200 marks.

1. Nimali PLC manufactures and sells computers, and also provides maintenance services for the computers
sold. Its summarized trial balance as at 31.03.2026 is given below.

701 750 701 750

Additional information:

Before preparing the financial statements for the year ending 31.03.2026, the following information should
be taken into consideration.

(i) The company has capitalised retained earnings on 31.03.2026 by issuing 1 share for every 7 shares
held on this date at a consideration of Rs. 10 per share. No entry has been made in this respect in
the books of accounts.

Dr. Cr.
(Rs.’000)  (Rs.’000)
Property; plast sl enupmsnt: = OBl .. ounammasmmmbsmis i s 235 000
Property, plant and equipment - Accumulated depreciation as at 01.04.2025....... 40 000
1] 8 e ) BB T Y e N SRR e S et PO B T ™ TR S ¥ N 62 500
Raw materials inventory as at 01.04.2025 ......c.coiiiriniinniiicnnicrninnssnee e sne s e 2 500
B ] R B S S RN A S R 13 680
Cagh Bt COBH SUIVIMTIID oot ssns s s 0 oo s s s s OSSR 41 800
SAlES BEVENIC....c.ririesrrosresmsorsssnsesssnsasassusssessasonsssuonnsasssneensransasessassss srsssnsenssarsnssnsessrsas shas 488 000
MAIMEHANOE SEIVICE TOVEIIDE ciiirisiiiormsiisinissasmiorss sasnssomessvioss sissivsssassmasiionsssamsssisssn 14 400
Unearned maintenance service revenue as at 01.04.2025 .........ccooocoeiiiiciinnnnn. 5000
TOAL CIBNUDHCTIIIG BOR ..o coimvaoinasisusiins simmsvsanss s snsssss S sms s niamiiasaris VAR s b s 244 700
Distribotion Cost . sinsisnanimiiinnsitimamaaan s 35 500
A AN ISITAIIVE ] CXPETISON (vt issuauusmavsswess e nnsbibiosssisas Suaem s S s 4T S s s 43 500
I B O i S R e S D S et 1 500
L S RSO RO NP GO U ST 6 SYOTOON e -3p O N ) S-S 40 608
Repairing expenses paid UNAer WAITANLY .....c.iciiiissmsissiisssssisnissesssnisassnssssssssosass 2 250
Provision for warranty as at 01.04.2025........ccovieiiiieeeeeiece v seeeseaesrae s srsre e s enes 2750
INBHME T PRI ..cnivinnimnsniniahissms e A 12 500
Provision for income tax as at 01.04.2025 ........cccooeiiirivinininiiniinnesiinn s eeeaens 1 650
Stated capital - Ordinary shares (Issued at Rs. 10 per share) .......ccccoecviiuiinnnn. 70 000 5
Retained earnings as at 01.04.2025.........cciviimiiiiinniinnir e 25662 |2
FRMEPTERA AV TRISIMAR BIRINE e sy 5 o S 53 S SR 20 000 g
(=]

[See page o
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(ii) The provision for warranty as at 31.03.2026 has been estimated as Rs. 2 950 000.

(iii) The composition of the cost and the accumulated depreciation of property, plant and equipment
shown in the trial balance is as follows.

Cost (Rs.’000) Accumulated Depreciation as at 01.04.2025 (Rs.’000)

Manufacturing plants 150 000 25 000
Office equipment 85 000 15 000
235 000 40 000

¢ A new manufacturing plant was acquired for Rs. 50 000000 on 01.10.2025 and it has been properly
accounted.

* An office equipment costing Rs. 25 000 000 purchased on 01.01.2024 was sold on 01.01,2026 for
Rs. 8 000 000. This sales proceeds have been debited to cash account and credited to sales revenue
account. However, no other entry has been made in this respect in the books of accounts.

* Property, plant and equipment are depreciated at 20% per annum on cost on the straight-line
method. However, depreciation has not been provided for the current year.

e The office equipment is used for administrative activities.

(iv) The following has not been considered in calculating the total manufacturing cost shown in the trial
balance.

e The opening and closing raw material inventory
e Depreciation for the current year

(v) The cost of raw material inventory as at 31.03.2026 was Rs. 2 200 000. There were no opening or
closing work-in-progress inventory in the current year.

(vi) The company earns revenue from both sale of computers and providing maintenance services. As
per the sales agreement, the company is required to deliver the computers sold to the customers.
The information relating to these activities are provided below.

e Upon entering into the sales agreement, the company collects both the sales value of the computers
and the maintenance service fee.

¢ There were no opening finished goods inventory as at 01.04.2025.

¢ The selling price per computer is Rs. 400 000. During the current year, the company manufactured
1 200 computers and entered into agreements to sell all these computers. Of which, only 1 100
computers had been delivered to the customers during the current year and the remaining 100
computers were held in the company's stores as at 31.03.2026. However, the sales value of all
|1 200 computers has been recognized as the sales revenue of the current year.

¢ Maintenance service revenue shown in the trial balance represents the total maintenance service
fees collected from the customers. However, only 25% of the performance obligations relating to
these maintenance services have been fulfilled as at 31.03.2026.

* All maintenance services relating to previous year's unearned maintenance service revenue has
been provided during the current year.

(vii) The company has obtained the right-of-use of a motor vehicle under a lease agreement on 01.04.2025
for a 4-year period. The present value of total lease payments as at 01.04.2025 was Rs. 62 500 000
and it has been correctly accounted. The first annual lease instalment of Rs. 21 892 000 was paid
on 31.03.2026 and it has been debited to lease liability account and credited to cash account. However,
no other adjustment has been made in this respect. Lease interest applicable for years ending
31.03.2026 and 31.03.2027 are Rs. 9375000 and Rs. 7 500 000 respectively. The useful life of the
motor vehicle is 10 years, and its ownership will be transferred to the company at end of the lease
term. This motor vehicle is used for the delivery of computers to the customers.

(viii) The income tax paid shown in the trial balance includes Rs. 1 900 000 paid for the previous year.
The total income tax liability for the year ending 31.03.2026 was estimated as Rs. 13 500 000.

Required:

The following financial statements of Nimali 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 31.03.2026
(2) Statement of Financial Position as at 31.03.2026
(3) Statement of Changes in Equity for the year ending 31.03.2026
(4) Notes for revenue, profit before tax, property, plant and equipment, right-of-use assets and
imventory.
(Total 40 marks)

0001439 [See page three
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2. (a)

Malith Enterprises is a manufacturing firm. The following information relates to raw material "X’
used by this firm.

Annual demand - 16 000 units

Reorder quantity [equal to Economic Order Quantity (EOQ)] - 2 000 units
Ordering cost - Rs. 500 per order

Annual holding cost per unit is equal to 10% of the purchase price per unit.
Maximum consumption for a week - 360 units

Maximum stock level - 3 320 units

Minimum stock level - 720 units

Reorder level - 2 520 units

Minimum lead time - 5 weeks

e & @& @ & & & @& »

Required:

The following for raw material ‘X

(1)
()
3)
€Y

(b)

Average stock level (units) (5) Annual ordering cost
Maximum lead time (weeks) (6) Annual holding cost per unit
Minimum consumption per week (units) (7) Purchase price per unit
Number of orders to be placed during a year  (8) Annual total cost if EOQ is ordered
(10 marks)

A garment factory producing Shirts and Trousers consists of two production departments, namely;
‘Cutting’ and ‘Sewing’ and a service department - ‘Stores’. Both production departments are located
in the same building, and the Stores is located in a separate building.

The expected activity level for next period is 70 000 units and the information as to the budgeted
production overheads at this level is as follows.

Description Total Dl;l;:lrtuft:i::::s Stores
P (Rs.?000) (Rs.'000) (Rs.’000)

Insurance premium for production machines....... 40 40 -
Stores MAINENANCE COSL....ccvisinssnssrrisnssssnssssasensasss 160 - 160
Salaries for production managers.............coeeevee.e.. 320 320 -
Depreciation of production machines.................... 360 360 -
Inditect WBRES......ciivimicuinisinmminisimsimsmomms: 400 350 50
Depreciation of buildings........c.ccooveivcieiicicncnnee 480 400 80
Elettritily S08E. i aiiiimsimng 80 ? ?
Salaries of secUrity BUARdS ...t amviniimissnes 240 ? ?
Operating cost of the information system............ 420 ? ?
Other production overheads..........ccccovevvinrieernensee 500 ? T

Additional information:

(M
(i)

(iii)

(iv)

The insurance premium for production machines: Rs. 27 500 for Cutting Department and Rs. 12 500
for Sewing Department.

The other information relevant to the production and service departments:
Cutting Sewing Stores

Totl numiber of eMplOVees..........cvuumamssiismassnisiiin 96 71 11
(Including production managers and security guards)

Number of production managers............ccoceecircncinenensesisieeceene 10 6 -
Nuomber of securtty SUBIIS..uisiinsmmmsinvisasmmisnsaniiss i 6 ) 1
Total KioOWatt BOUDS....icimmsisissassssessiarsisenvmsassossnsassssssssmsssonasasssasasaens 10 000 7 000 3000
Floor area of buildings (square meters)..........ccccovverereecrenrcsucennnne. 3 000 1 000 500
Carrying amount of production machines (Rs.*000)........ccccccoueue. 1 900 1 700 -
Number of reports to be generated from the information system.... 24 24 24
Total budgeted maching BOUTS:...iisissisisiississiissssisnsiin 5000 1 000 .
Total budgeted direct labour hours...........ccoeeveveeverinecrerereerirereenne 500 4 000 -

Other production overheads are apportioned between the two production departments and the Stores
in the ratio of 7:3 respectively. The other production overheads apportioned to production departments
are distributed between Cutting and Sewing departments in the ratio of 4:3 respectively.

The total overheads of the Stores is re-apportioned between Cutting and Sewing departments in the
ratio of 5:3 respectively.
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(v) The total overheads of Cutting and Sewing departments are absorbed into the units based on machine
hours and direct labour hours respectively.

(vi) Actual time spent in each department to produce a unit:

Shirts Trousers
Direct labour hours:
Cutting 2 1
Sewing 1 0.5
Machine hours:
Cutting 2 2
Sewing 1 1

(vii) The direct costs per unit is given below.

Shirts (Rs.) Trousers (Rs.)

Direct raw materials cost 500 600
Direct labour cost 480 430
Required:

(1) Overhead Analysis Sheet clearly showing the bases of apportionment

(2) Overhead absorption rates for Cutting and Sewing departments

(3) Total production cost per unit of a shirt and a trouser (show each cost item separately)
(4) If a profit ratio of 25% is maintained on the total production cost:

Selling price of a shirt and a selling price of a trouser

Total profit when 25 000 trousers are sold (30 marks)
(Total 40 marks)

3. (a) Sarath and Raju commenced a partnership on 01.04.2026 and it carries out a trading business. There
is no written, verbal or implied agreement between the two partners as to their entitlements. This
business is registered for value added tax (VAT).

The following transactions took place in this business during the month of April 2026.
No.

Transaction

Invested Rs. 600 000 each by Sarath and Raju in cash as their capital.

Purchased 3 computers of Rs. 300 000 each to use in administrative activities on 01.04.2026.
In this respect, Rs. 360 000 was paid by Raju and the balance Rs. 540 000 was paid by the
business. It was agreed to consider the amount paid by Raju as a loan given by him to the
business. (Assume that there is no VAT related to this purchase.)

Purchased goods for Rs. 590 000 on credit from Amal Enterprises (Inclusive of Rs.90 000 VAT).

Returned goods purchased on credit from Amal Enterprises for Rs. 59000 due to defects (Inclusive of
Rs. 9 000 VAT).

Paid Rs. 511 000 to Amal Enterprises after receiving a cash discount of Rs. 20 000.

Sold goods for Rs. 177 000 for cash (Inclusive of Rs.27 000 VAT). Cost of these goods was
Rs. 120 000.

Sold goods for Rs. 354 000 on credit to Sunimal Enterprises (Inclusive of Rs. 54 000 VAT). The
cost of these goods was Rs. 240 000.

Returned goods sold on credit for Rs. 29 500 to Sunimal Enterprises (Inclusive of Rs. 4 500
VAT). The cost of these goods was Rs. 20 000.

Received Rs. 300 000 from Sunimal Enterprises after allowing a cash discount of Rs. 24 500.

Provided goods costing Rs. 30 000 and Rs. 20 000 to Sarath and Raju respectively for their
personal use.

Paid the monthly loan interest on Raju’s loan.

Provided monthly depreciation on computers. (The estimated useful life of a computer is 5 years
and the residual value is zero.)

J

0001437
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Required:

(1) Show the impact of transaction numbers 1 to 12 (with values) using the accounting equation and
state (+) if the value increases or (-) if the value decreases in front of each value. VAT on purchases,
purchase returns, 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.” 000)
Assets = Liabilities +
Transaction No, Property, | Trade . Rajus | Trade | vAT | Equity
plant, and | Inventory : Cash ;
g receivables loan | payables | control
equipment

Balance as at 30.04.2026

(2) Profit of the partnership for the month ending 30.04.2026 showing the calculation based on the
equity column.
(3) Profit shares of Sarath and Raju for the month ending 30.04.2026 separately.
(25 marks)

(b) ‘Ranmini’ sports club was commenced on 01.04.2025. The following information relates to the sports
club for year ending 31.03.2026.

(i) Life membership:
* 4 members obtained the life membership by depositing Rs. 500 000 each in the bank account

of the sports club on 01.04.2025. The policy of the sports club is to recognize the life
membership fee equally as income over a period of 10 years. .

(ii) Annual subscription:

* The annual subscription per member is Rs. 60 000. This amount can be paid monthly on
equal payments of Rs. 5 000. It is also required to pay an entrance fee of Rs. 10 000 at the
time of joining the club. The policy of the sports club is to recognise entrance fee as the
income in the year of receipt.

* The information of the members who have obtained the membership during the current year
are as follows.

Date Number joined Subscription paid Entrance fees paid

(Rs.’000) (Rs.’000)
01.04.2025 20 1200 200
01.07.2025 15 750 150

* 10 members joined on 01.07.2025 paid the subscription for a one-year period and the balance
5 members paid subscription only for 6 months.

(iii) Donations:
» The sports club received a donation of Rs. 400 000 from the Sports Ministry on 01.10.2025
to provide training for school children. This donation has been given for a 4 year period

starting from 01.10.2025. The annual training expense is Rs. 100 000. This expense has been
incurred evenly during the year.

* A Sri Lankan residing overseas, donated gym equipment worth of Rs. 750 000 on 01.11.2025.

* The policy of the sports club is to recognize donations as income to an amount equal to
the expenses incurred during a year in relation to the donations.

(iv) Other:

» Payments made in cash during the current year: The purchase of sports equipment on
01.07.2025 for a cost of Rs. 800 000 and the payment of operating expenses Rs. 630 000
including school children training expenses.

* Both sports equipment and gym equipment are depreciated at 20% per annum on cost. The
sports equipment was available for use from the date of purchase, and the gym equipment
was available for use from 01.12.2025.

[See page six
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Required:

The following in relation to ‘Ranmini® Sports Club:

(1) Subscription Account for the year ending 31.03.2026
(2) Income Statement for the year ending 31.03.2026

(3) Composition of equity as at 31.03.2026
(15 marks)
(Total 40 marks)

4. (a) Ajantha Traders, a wholesale business, purchases and sells goods on both credit basis and for cash.
This business is registered for value added tax (VAT) and sells goods by keeping a 20% profit
margin on sales price.

The following information relates for the month ending 31.01.2026.
(i) Balances of assets and liabilities as at 01.01.2026:

Rs.”000
Property, plant and equipment - Carrying amount 4 800
Inventory 300
Trade debtors 950
Trade creditors 700
VAT payable 36
Cash 150

(i) On 18.01.2026, received money from the trade debtors outstanding as at 01.01.2026.
(iii) On 22.01.2026, paid the amount due to trade creditors and VAT payable as at 01.01.2026.
(iv) The information relating to the credit purchases and credit sales during the month of January 2026:

Purchase Journal (Rs.’000)

Date Description Amount | Purchases VAT
08.01.2026 | Aloka Traders 590 500 90
18.01.2026 | Samitha Traders 826 700 126

Total 1416 1 200 216

e The trade creditors provide a 30-day credit period from the date of purchase of the goods
to settle the outstanding balances and 10% discount is given if the full amount is settled
within 15 days.

e The balance due to Aloka Traders was settled on 20.01.2026.

Sales Journal (Rs.’000)

Date Description Amount Sales VAT
12.01.2026 | Kumudu Traders 1062 900 162
20.01.2026 [ Sanka Traders 708 600 108

Total 1770 1500 270

e Ajantha Traders allow its trade debtors to settle the amount due within a 30-day credit period
from the date of sale, and a 10% discount is allowed if the full amount is settled within 15 days.
¢ The full amount due from Kumudu Traders was received on 22.01.2026. Sanka Traders agreed

to settle the amount due in two equal instalments and the first instalment was received on
30.01.2026.

(v) The cash purchases and cash sales during the month of January 2026:
Amount (Rs.’000)
Cash purchases on 25.01.2026 (Inclusive of Rs. 54 000 VAT) 354
Cash sales on 28.01.2026 (Inclusive of Rs. 72 000 VAT) 472

(vi) The operating expenses incurred for the month ending 31.01.2026 were Rs. 520 000. This includes
monthly depreciation of Rs. 50000 on property, plant and equipment. The balance was paid in cash.

Required :
(1) The following prime entry books for the month of January 2026:
(i) Cash Receipts Journal (ii) Cash Payments Journal

(2) Journal entries to post the totals of the Cash Receipts Journal and the Cash Payments Journal to
the general ledger (Narration is required)

(3) The following accounts in the general ledger for the month of January 2026:
(i) Cash Account (ii) Sales Account
(iii) Purchases Account (iv) VAT Control Account

(4) Cost of inventory as at 31.01.2026 and gross profit for the month ending 31.01.2026

(25 marks)

0001435 [See page seven
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(b) Malki PLC is considering a project to purchase a new machine to expand its operations. The cost
of this machine is Rs. 28 000 000. The useful life and the residual value of the machine are 5 years
and Rs.3 000 000 respectively. Further, a working capital of Rs. 4 000 000 is required. at the beginning
of the project and it is expected to recover in the final year of the project.

The information relating to this project is as follows:

(i) The expected annual production for Years 1 and 2 is 4 500 units in each year. The annual
production is expected to increase by 20% in Year 3 and remain at the same level until the
project is completed. The selling price per unit will be Rs. 6 000 during the project period. It
is expected that all units produced during a year will be sold in the same year.

(ii) The direct production cost will be Rs.3 000 per unit for the first three years. Thereafter, it is
expected to increase to Rs.3 300 per unit.

(iii) The annual production overheads of the project including depreciation, are estimated as
Rs. 6 800 000. The machine will be depreciated on straight-line method.

(iv) This machine is expected to locate in a building of the company, which has been rented out 10 a
third party. As a result, the company will loose a rent income of Rs. 1000 000 every year.

(v) This project is exempted from income tax.
(vi) The required rate of return of the project is 10% and its discounting factors are as follows.

Year 1 2 3 4 5
Discounting_Factor (at_nearest two_decimal places)| 0.91 | 0.83 | 0.75 0.68 | 0.62

Required:

(1) The estimated initial and annual cash inflows and cash outflows of the project (showing each cashflow
item separately)

(2) The Net Present Value (NPV) of the project

(3) Recommendation to invest in the project based on the NPV

(4) Accounting Rate of Return of the project (based on the average investment)
(15 marks)
(Total 40 marks)

5. (a) The following information has been extracted from the Financial Statements of Dayan PLC, a trading

company.

For the year ending 31.03.2026: (Rs.”000)
SAIBE vovoisiots svessies srvannssibsansnssEESRISEFR NI E SR SRTEsSS SRR A PR RERTEHN AU STORIN P 6 400
COSE OF SAIES.....cccciiosunserssnsusssssnnssrissesassasasasssasnnsassssssnisiissansanssssass 3 840
OUHET INCOME....ciueruceurseessssessererassasssssssssosssssasssnssssnsssssasaasssssasassasses 80
Administrative, selling and distribution expenses..........c.occeuce.e. 990
FNANCE COSL...cvereirerieresnsrerssesmesssssssssssnsanssessnssissssnsnaassssssssnsssenseses 110
[NCOME tAX EXPEIMSE...eiuriirrerrrrnsararnerssnsssssssssussisbssasssssnsstssssssssssnsns 420
Profit for the Year..........ms s 1120
As at 31.03.2026: (Rs.”000)
NON-CUTTENT ASTCES:. cveunesrmsssssspsssssibisssasondstsnnssnnsanssasensnarsnssalidianants 5250
CULTENT ASSBIS.. .. c.oosmssnssssisrmsiinsibbsinissst sssinsiutsvanssnonsnsparbissbaabiansiiniose 3750
WO ARSI, .........ooscsissssissiasaisonionssiidsnmsssbsemivisisaitndiisioii i aastans 9 000
Ordinary share capital.......cocoooorurminireicnincn s 2 800
Retained EarmiNgS........cccevveuseerernaesersssssasnmssessessnssssssussssssssasasusassass 2200
Non-current liabilities - Bank 10an........ccccoevreneinninniniccinnnne 1500
Trade payables..........cccoevciremimimininississessssesinnss s s ssnsasasass 1 750
ACCTUEA EXPEMSES. ....cvucrcirrrcseinriessnsnissssesssssss s sssasasassss s snsasans 750
Total Liabilities and Equity........cccccoviiimiiiiiininnnnin. 9 000

Additional information:

Number of ordinary shares issued as at 31.03.2026 was 28 000 and the dividends paid during the vear
was Rs. 280 000.

Required:
The following ratios for the year ending 31.03.2026:
(1) Gross Profit Ratio (5) Debt to Equity Ratio
(2) Net Profit Ratio (6) Current Ratio
(3) Earnings per Share (7) Return on Equity Ratio
9 (4) Dividends per Share (10 marks) |

[See page eight
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(b) The doctors - Jabir, Kabir and Sameer are owners of a partership and this partnership operates a
private hospital. The terms of the partnership agreement are as follows.

* Profits and losses are shared among Jabir, Kabir and Sameer in the ratio of 3:2:1 respectively.
* Partners are entitled to receive 10% interest per annum on the opening capital balances.

* Each partner is entitled to receive an annual salary of Rs. 2 400 000 for taking part in the
management of the partnership.

* Apply the provisions in the Partnership Ordinance of 1890 for the matters not covered in this agreement.
The trial balance of the partnership as at 31.03.2026 prepared by a trainee accounts assistant is as follows.
Dr. Cr.
(Rs.’000)  (Rs.’000)
Capital accounts as at 01.04.2025:

JADIF. oot 7000
Kabin.....oiicceee e 5000
SAMEET......coviiiiiisireeeeeee ettt 4 000
Current accounts as at 01.04.2025:
TR vene s N R SRS 1 000
PRBBIE, wmmsemanocnamnsesmosmsse s s 400
ERTRRIIE cvunmicopnings oo s O B A s 200
Loan given by Jabir on 01.04.2025..............cocoeoue...... 2000
Property. plant and equipment — Carrying amount.... 24 000
OIS CYUAPITOITE oy posomssinsissuinsisnsssionsassisasssasionsosssniss 500
Revenue from hospital services...........coooveeeeenennnnn... 45 000
S U i e RSP 1 200
Cost of providing hospital services.................cc.......... 15 000
AdININISIEtIVE CRDBNEES; . sewmsssrarmsncassisisssis 16 400
Marketing eXpenses. .........vivieieeecieoucuiseiececeseeessersienns 4 500
Income tax paid.........cooevvviveeeceenreeeeeereeeeeeeeeeer 100
Bank overdraft..........cccoeeriireieciieceee e 3100
Inventory as at 31.03.2026 at COSt...........cococorevvrnn..... 6 200
Trade receivables..........ccoooriviiieriieeeeereeeeeeeen, 2300
SUSPENSE ACCOUNL.....vvtceereeceeeeee e 500
69 200 69 200

Additional information:

(i) Each partner has been paid a salary of Rs.2 000000 in cash during the current year and this amount
has been erroneously included in the administrative expenses.

(i) The cost of closing inventory Rs. 6200 000 which was considered in calculating the cost of providing
hospital services has been obtained from the stores ledger. The items costing Rs. 1 200 000 obtained
by Jabir for his personal use from the business has not been adjusted in the stores ledger. The cost
of closing inventory as at 31.03.2026 ascertained based on the physical stock was Rs, 5 000 000.

(iii) The total fees charged to a family member of Kabir warded in this hospital for one-month period
was Rs. 400 000. Kabir agreed to pay Rs.300 000 to settle this fee and the balance amount was
treated as a discount allowed to the patient with the consent of other partners. However, none of
these transactions have been recorded in the books of accounts. The partnership considers the discounts
allowed to customers as a marketing expense.

(iv) Rs. 200000 charged from the patients examined by Kabir during the month of March 2026 has been
erroneously recorded as other income of the partnership. As agreed with the other partners, 75%
of this amount should be considered as personal income of Kabir and the balance 25% should be
treated as revenue of the partnership.

(v) Income tax payments of Rs. 100 000 shown in the trial balance represent the personal income tax
of Sameer paid by the partnership.

(vi) The office equipment shown in the trial balance has been purchased on 01.04.2025 from Jabir’s
personal funds for the business. The cost of this equipment has been debited to office equipment
account and credited to a suspense account. The depreciation of this equipment for the current year
is Rs. 50 000 and it is not yet accounted for. The partnership considers depreciation on property,
plant and equipment as administrative expenses.

(vii) Sameer retired from the partnership on 31.03.2026 and the goodwill of the partnership was estimated
on this date as Rs. 3 000 000. Thereafter, Jabir and Kabir agreed to carry out the partnership sharing
profits and losses in the ratio of 3:2 respectively. Further, Sameer agreed to treat the total amount
due to him from the partnership on this date as a loan given to the business.

)

[See page nine
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Required:

(1) Income Statement of the partnership for the year ending 31.03.2026 (including the appropriations 1o
the parmers)

(2) Capital Accounts and Current Accounts of partners for the year ending 31.03.2026

(3) Statement of Financial Position of the partnership as at 31.03.2026
(30 marks)
(Total 40 marks)

6. (a) The following information has been extracted from the Statements of Financial Position of Amali PLC.
As at 31.03.2026 As at 31.03.2025

(Rs.”000) (Rs.’000)
Property, plant and equipment - Carrying amount...........occco.... 30 500 26 800
HAVRIMOTY «oc e cencusorssaensonsassssnssssinsosasasssnsihnansnsnisiniasasssssispuisniiavansnony 2500 3500
TraAR TECRIVADIES. . cvorsucesssausnsnissssssisissnissinsinsnssminsssassissvrashsoissisvivsve 12 500 11250
Prepaid Operating eXpPemNSeS ........ccemuserererssesusissisusmsusmasssssssssesssines 1 500 1 000
Cash and cash eqUIVAIENLS .......cccoivssresrersscsnisisasnsassnsisissassisasnsnases 2 000 600
TORRL ASSOES......oociunsarsonsesrsmssssasnssssisrasasasasassasasninsssssnssarssnssininsansies 49 000 43 150
Stated capital - Ordinary Shares ..o 25 000 17 500
Retained AMINES .......ccoccmsmsmsnsssrsrsnesroressassrasssossssssssnsnsassssssnsnsosassss 15 000 12 000
Trade payables.........coceririrenssenirirmresisssssrsssssssssssssssasassssesesscssnene 7500 11 750
Income tax PayBble........ccssersmessessieseiesersssansssssssrnsasasesssssessasasasacs 800 1 400
Accrued Operating EXPenSeS.......ccueeuesissaenesssssssssssssassossrsssssasass 700 500
Total Liabilities and Equity.......c...coccocimssissisimmmanansssssieinsesssass 49 000 43 150

Additional information:

(i) All sales and purchases of the company are made on credit basis.
(ii) The total sales for the year ending 31.03.2026 were Rs. 43 500 000.
(iii) Total operating expenses and the income tax expense for the year ending 31.03.2026 were

Rs. 9250000 and Rs. 1 500 000 respectively. The operating expenses include Rs.3 500 000 depreciation
for the current year on property, plant and equipment. Further, the revaluation of property, plant and
equipment carried out for the first time on 31.03.2026 resulted in a deficit of Rs.3 000 000 and it
is also included in the operating expenses.

(iv) An office equipment with a carrying amount of Rs. 1 750 000 was sold for Rs. 2600 000. The gain
on sale of this office equipment is recognised as other income. It is the only item in the other
income for the current year. Further, the company has purchased a motor vehicle for cash during
the current year.

(v) The company capitalized retained earnings of Rs.2 500 000 during the current year. Further, the
company made a public issue of shares during the current year and collected cash for the full
amount of the share issue.

(vi) The company paid an interim dividend of Rs.2 000000 on 01.01.2026.

(vii) The gross profit ratio of the company for the year ending 31.03.2026 was 40%.

Required:

The following for Amali PLC for the year ending 31.03.2026 as per ‘LKAS 7 - Statement of Cash
Flows™

(1) Statement of Cash Flows (Use indirect method to show the cash flows from operating activities.)

(2) Cash flows from operating activities using direct method.
(20 marks)

[See page ten
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(b) A community centre in Jaffna is planning to celebrate its 75" Anniversary in January 2027. The
total number of members of the community centre is 150. The community centre is organizing a
sports festival to celebrate this anniversary.

(i) The estimated costs for the sports festival:

Rs.
Garlands for 8 special invitees 1500 per garland
Refreshment expenses for 8 special invitees 1 000 per invitee
Hiring cost of chairs 600 per chair
Prizes for the winners of the sports festival 50000
Hiring cost of the sound system 44 000
Cost of a souvenir 2000
Cost of a food pack per member 850
Cost of a water bottle per member 150

(i) A souvenir will be presented to each special invitee and every member participating in the
sports festival.

(iii) It has been decided to hire 160 chairs for this festival.
(iv) It is expected to charge a fee of Rs. 5000 from each paper member participating in the sports
festival.
Required:

(1) Total fixed cost of the sports festival

(2) Variable cost per member

(3) Contribution per member

(4) The number of members required to participate in the sports festival to cover its total cost

(5) The number of members required to participate in the sports festival if a surplus of Rs. 50 000 is
expected from the sports festival

(6) The fee to be charged from each member to cover the total cost if 100 members participate in the
sports festival

(7) The expected surplus if all 150 members participate in the sports festival and a fee of Rs. 5 500 is
charged from each member

(8) The fee to be charged from each member to cover the total cost if 100 members participate in the
sports festival and the cost of the souvenir can be reduced to Rs. 1 750

(20 marks)
(Total 40 marks)
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