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SOUTH EASTERN UNIVERSITY OF SRI LANKA

FIRST YEAR EXAMINATION IN BACHELOR OF BUSINESS ADMINISTRATION /

COMMERCE (EXTERNAL) - 2008 / 2009 HELD IN APRIL - 2009

BBA / COM 16 (1) - FINANCIAL ACCOUNTING - 1

Answer all questions. Time: 02 Hours

01.

The following information relates to Neave Ltd, for the year ended 31 December 2008.

Income statement for the year ended 31 December 2008

Rs.000
Revenue 16,200
Raw material consumed (13.000)
3,200
Depreciation (200)
Other operating costs (2.880)
Investment income 60
Operating profit 180
Gain on sale of investment 600
Interest payable (40)
Profit before tax 740
Income tax expenses 320
Profit after tax 420

Balance sheet as at 31 December, 2007 and 2008

2008 2008 2007 2007
Rs.000 Rs.000 Rs.000 Rs.000
Non-current asscts
Tangible (NBV) 5,400 5,000
Investments 1.200 1.400
6.600 6.400
Current assets
Inventories 1.240 1.020
Trade receivables [.000 [.040
Bank 400 2.640 140 2.200
9,240 8.600
Equity
Share capital 2,800 2,600
Share premium 1,600 1,400
Revaluation rescrves 800 720
Retaincd earnings 2.200 2.100

7,400 6,820



Non-current liabilities

Long-term loans 400 300

Deferred tax _ 200 120

Current liabilitics ) o

Trade payables 800 1,000

Income tax 240 200

Proposed dividend 200 1.240 _ 160 1.360
2,240 8,600

Additional information;

(i)

(i1)

200,000, Rs. 1/- ordinary shares were issued during the year for Rs. 2.00 per share for
cash.

Rs. 150,000 was raised by a new long-term loan being arranged during the year.

Repayments under the existing loan totaled Rs. 50,000 in the year.

(ii1) No investments were acquired in the year.

(iv) The taxation charge in the income statement is made up of:

02.

o __ Rs.000
[ncome tax 240
Deferred tax __&0

320

(v) No tangible non-current assets were sold in the year. However. land was revalued
upwards by Rs. 80.000.

(vi) Interim dividends paid in the year amounted to Rs. 120,000 and a final dividend of Rs.
200,000 was declared before 31 December 2008.

Requirement;
Prepare the cash-flow statement for the ycar ended 31 December 2008 for Neave Ltd using
indirect method.

(a)

(b)

(c)

(35 Marks)

What do you mean by the term “Accounting”™ And describe ils importance for an

organization.
(05 Marks)

Differentiate the Financial Accounting and Management Accounting.
(05 Marks)

Differentiate reserves and provisions.
(5 Marks)

Distinguish accrual basis of accounting and cash basis of accounting.
{05 Marks)
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03.

04.

(e) Explain the relationship between Balance Sheet and Income Statement using the
basic balance sheet equation (Assets == Equity + Liabilities).
(05 Marks)

(Total 25 Marks)

Seema Enterprises purchased its empty bottle at Rs. 20 each and records them for balance
sheet purposes at Rs. 17 each. The bottles are invoiced to customers at Rs. 26 cach and a
credit of Rs. 22 each is given on the return of bottles in good conditions.

During the first year operation

3,500 bottles were purchased

12,500 bottles were issued to customers

11,900 bottles were returned in good condition

200 bottles were scrapped and were sold for Rs. 5 each

At the end of the year. 270 bottles with customers were returnable.

You are required to prepare the ledger accounts to records the above operations in the

books of Seema Enterprises.
(15 Marks)

X is a construction company, commenced its trading on 1% January 2006. The enterprise
entered into three long-term construction contracts during the year. Details of the
contracts were as follows:

Contract No. 01 02 03
Expected contract period 03 years 02 vears 4 years
Rs. 000 Rs. 000 Rs. 000
Agreed contract price (lixed) 800 300 440
At 31 December 2000
Cost to date 100 100 180
Progress payments 160 80 140
Further estimated cost to completion 400 150 360
Value of work to date agreed by architect 160 120 150
As at 31°" December 2007
Cost to date 240 240 380
Progress payments 320 220 300
Further estimatcd cost to completion 280 - 180
Value of work to date agreed by architect 360 300 320



The enterprise’s accounting policy is to take credit on all contracts for that proportion of
the estimated final profit on completion which the value of work completed to date, as
certified by the architect. bore to the total contract price. Expected losses are provided for

as soon as they are foreseen.

Requirements:
Show how the contracts would appear in X's income statement for each of the year ended

31 December 2006 and 2007 and balance sheet as at those dates.
(25 Marks)
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