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UNIVERSITY OF RUHUNA

FACULTY OF MANAGEMENT & FINANCE

No of Pages: 06
No of Questions: 04
Total Marks: 60

) : i Date: 14" December 2015
BBA 2104 — Financial Accounting Time: 01.30 p.m. — 3.30 p.m.

BACHELOR OF BUSINESS ADMINISTRATION DEGREE 2000 LEVEL

FIRST SEMESTER END REPEAT EXAMINATION -DECEMBER 2015

()

Instructions:
> Answer all questions.
> Begin each answer on a new page of answer script.
> Attach the relevant workings to the answer script.

Que"stion No. 01.

Priyantha PLC acquired 75% of the ordinary shares of Sriyantha PLC cash consideration of
Rs.%o million on 01° April 2014.0n that date the retained earnings of the Sriyantha
Company was Rs.08 million. The market value of shares of Sriyantha Company as at 01%
April 2014 was Rs. 200 per share and 100,000 ordinary shares were in issue. Priyantha

Company adopts the fair value method in measuring the non controlling interest in its

subsidiary.

The following statements of financial position have been extracted from the books of both

companies as at 31* March 2015.

Priyantha PLC | Sriyantha PLC
Rs.million Rs.million
Assets
Property, plant and equipment 18 11
Investment in Sriyantha Company 20 -
Inventories 06 07
Intercompany current account 03 -
Trade receivable 02 01
Cash at bank 03 02
Total assets 52 21
Equity
Stated ordinary share capital 12 08
' | Retained earnings 38 10
___________________________________—._—__L__————————————-—————
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Liabilities

Trade payable 02 02
Intercompany current account - 01
Total equity and liabilities 52 21

The following information is available.

1. Priyantha Company sells goods to Sriyantha Company at a mark-up of 20% on cost.
During the year ended 31" March 2015 Sri Lankan Company received goods at invoiced
value of Rs.04 million of which 25% was included in the closing inventories of Sriyantha
Company.

2. On 28" March 2015 Priyantha Company dispatched another inventory at an invoiced
value of Rs.01 million to Sriyantha Company, but the inventory received on 03" April
2015.

3. Trade receivable balance of Priyantha Company on 31* March 2015 showed an amount
of Rs. 1.5 million due from Sriyantha Company while, trade payable balance of Sriyantha
Company showed an amount of Rs. 0.5 million due to Priyantha Company on that date.
The difference between these two balances was due to cash remitted by Sriyantha
Company on 30" March 2015 which was not received to Priyantha Company till 31%
March 2015.

Required to:
(a). Calculate the goodwill arising on acquisition.

(b). Prepare the consolidated statement of financial position as at 31% March 2015.
(Total marks 18)

Question No. 02.
The Lal PLC has its head office in Colombo with a branch in Matara. The head Office makes
purchase and goods sent to the branch. The head office invoices goods to the branch with a

25% profit margin on cost. The following information has been extracted from the books of
Lal Company for the year ended 31* March 2015.

Rs. ‘million
Branch stock as at 01*" April 2014 — at cost 24
Branch cash as at 01° April 2014 21
Branch debtors as at 01° April 2014 12
Goods sent to the branch at invoice price 150
Branch sales 180

B T B A B T L e B Y B T Y B R P R L S ST R BT,
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Goods returned to branch by the branch debtors 09
Gaoods returned to head office by the branch debtors - (invoice price 07
Rs,06 million)

Ca§h paid to the branch by the branch debtors 80
Cash paid to the head office by the branch debtors 08
Goods lost at branch —( at cost) 02
Brbnch bad debts 03
Br,Ench allowed discount 02
Bﬁanch stock as at 31% March 2015 — (at cost) 32

!

The following additional information is relevant.
1 TPe 50% of cash sales and 50% of credit sales are included in the branch sales.

2. ﬂhe 20% of the invoice value of goods received to branch is returned to the head office
by the branch.

\
3. The 40% of the cash balance at the branch is remitted to the head office.
|
Required to:

|

Prepare the following ledger accounts in the books of head office.

(a). Branch stock account.

fb). Goods sent to branch account.

c). Branch stock adjustment account.
d). Branch debtors account.

e) .Branch cash book.

(Total marks 14)

Questicrn No. 03.

|

The fq‘llowing information has been extracted from the books of Amal PLC for the year ended
31* March 2015.

!

J Head office Branch
) Rs. Million Rs. Million
In)'/entory as at 01 April 2014 45 33
| (at cost) (at invoice)
Purchase 600 -
Sales 540 270
Received discount 12 -

‘W
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Allowed discount -

Bad debts 3

Goods sent to the branch 275 -

Goods received from head office - 225

Depreciation 24 -

Distribution expenses 30

Administration expenses 45 3

Cash remitted to the head office - 180

Cash received from branch 165 -

Provisions for the unrealized profit as at 01°* April2014 3 -

Current accounts as at 01°* April 2014 120 (Debit) 120 (credit)

Inventory as at 31° March 2015 54 66
(at cost) (at invoice)

The following additional information is available:
1. The head office invoices goods to branch at a mark-up of 10% on cost.

2. The 25% of depreciation, 20% of head office administration and distribution expenses
are to be allocated to the branch.

3. The tax consultants of the company have estimated the tax liability of the company for
the period of 2014/2015 at Rs.40 Million.

Required:
(a) Prepare columnar statement of profit or loss of the head office, the branch and
the company for the year ended 31* March 2015.

(b) Branch current account.

(c) Head office current account.

(Total marks 15)
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Question No. 04.

The following financial statements have been extracted from the books of Ali PLC.

\ Statement of financial position as at 31* March 2015

|

\ Rs.

\ million

\ Assets

‘ Property, plant and equipment 400
Inventory 200
Trade receivable 150
Cash 150
Total assets 900
Equity and liabilities
Ordinary share capital 200
Retained earnings 300
10% Preference share capital 100

| 15% Debentures 100
Long term loan 50
Trade payable 100
Bank overdraft 50

 Total Equity and liabilities 900

|

|

\ Income statement for the year ended 31°* March 2015

L Rs. million Rs.million
sales 1,600
'\‘Cost of sales

‘Opening inventory 100

1Purchase (credit) 800

“Closing inventory 200 700
bross profit 900
pperating expenses 300

*nterest 100 400
Frofit before tax 500
*ncome tax 200

{‘Jrofit for the period 300

|

L e et
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Required:
Calculate the following ratios.
a) Current ratio.
b) Quick assets ratio.
c) Inventory turnover ratio.
d) Inventory conversion ratio.
e) Gross margin ratio.
f)  Net margin ratio.
g) Fixed assets turnover ratio.
h) Net assets turnover ratio.
i) Return on capital employed ratio.
j) Debt/ equity ratio.
k) Debt /capital ratio.
[) Equity /capital ratio.
m) Interest coverage ratio.
(Total marks 13)
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