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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. The summarized trial balance of Damitha PLC as at 31.03.2022 is given below.

Description Dr. (Rs.”000) Cr. (Rs.”000)

Property, plant and equipment
Accumulated depreciation as at 01.04.2021 - Property, plant

and equipment

Inventory

Other income

lirade receiVablesisy - R e s e
_JFrade payables

Cash and cash equivalents

Stated capital - ordinary shares

Retained earnings as at 01.04.2021

Revaluation reserve - buildings

Administrative expenses

Distribution cost

Finance cost

Other expenses

Income tax paid

Provision for income tax as at 01.04.2021 400

Provision for compensation S00
153 850 153 850

L
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Additional Information:

Before preparing the financial statements for the year ending 31.03.2022, adjustments have (o be
made for the following.

(i) The inventory as at 31.03.2022 consisted of three items and their cost and net realizable value

were as follows,
Item Cost (Rs.'000) Net Realizable Value (Rs.”000)

A 1 250 | 600

B 1 200 | 100

C 900 550
It is the policy of the company to apply item-by-item basis in measuring inventory at
cost and net realisable value, whichever is lower. However, the inventory as a 31.03.2022
has been measured by comparing the total cost and the total net realizable value of all three
items in contrary to this policy. Accordingly, the cost of the inventory has been written off
by Rs. 100000 and it has been included in other expenses.

(i) The provision for compensation shown in the trial balance has been made in relation to a
case filed by a customer against the company. The court decision was given on 01.05.2022
and the company paid a compensation of Rs. 700 000 accordingly. The financial statements
were authorised for issue by the directors of the company on 01.06.2022.

(ii1) The composition of property, plant and equipment and their accumulated depreciation are as follows.

Description Cost/Value as at 31.03.2022 Accumulated Depreciation
(Rs.”’000) as at 01.04.2021 (Rs.’000)

Land 30 000 -
Buildings 25 000 2 000
Motor vehicles 15 000 5 000
Office equipment 10 000 4 000
80 000 11000

All property, plant and equipment are used for administrative purposes. Depreciation should be
provided for the year ending 31.03.2022. There is no residual value for these assets.
(The additional information (iv), (v) and (vi) should also be considered in calculating depreciation.)

(iv) The buildings and motor vehicles were revalued for the first time on 31.03.2019 and it is recorded
correctly in the books. The details in this respect are given below.
Buildings  Motor Vehicles
Revaluation surplus (Rs.’000) 5000 —
Revaluation deficit (Rs.”’000) — 1 000
Remaining useful life from the date of first time revaluation (Years) 25 6

The buildings and motor vehicles were revalued for the second time on 31.03.2022 as follows.

Buildings  Motor Vehicles
Revalued amount (Rs.” 000) 20 000 7 000

However, no accounting entry has been made with respect to the second time revaluation of buildings

and motor vehicles. There were no purchases or disposals of buildings and motor vehicles after
31.03.2019.

Few office computers were sold on 01.10.2021 for Rs.] 600 000 and they were purchased on
01.10.2020 for Rs.2 000 000. The company depreciates office equipment at 20% per annum
on cost using straight-line method. The cash received by selling these computers has been
debited to cash account and credited to other income account. No other accounting entry has
been made for this sale.

o
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(vi) The following items of property, plant and equipment had been purchased during the current year and
they have been properly accounted.
Date of Purchase Item Cost (Rs.’000)
01.07.2021 Land # 000
01.10.2021 Photocopy machine I 500

(vii) Directors’ fee of Rs. 1900000 and the interim dividend paid for ordinary sharcholders  of
Rs.1 100 000 have been included in the adminigtrative expenses.
(viii) The company obtained the right-of-use of a building on 01042021 under a lease agreement.
The details of this lease are as follows,
Lease period 5 years
Useful life of the building 25 years
Initial cost of the right-of-use asset (Rs.’000) 2 750
Initial amount of the lease liability (Rs.’000) PA Y,
Annual lease installment (Rs.’000) 820
Lease interest for the year ending 31.03.2022 (Rs.’000) 412
Lease interest for the year ending 31.03.2023 (Rs.’000) 350
The ownership of the right-of-use asset is not transferred to the company at the end of the
lease term. The lease installment should be paid on 31* March of each year. Accordingly, the
first annual lease installment was paid on 31.03.2022 and it was erroneously included in-the
distribution costs. No other accounting entry has been made as to this lease. The right-of-use

assets are presented as a separate item on the face of the statement of financial position of
the company.

(ix) Income tax paid shown in the trial balance consisted of Rs. 320 000 _paid for the previous year
and the tax paid for the first three quarters of the current year. The total income tax liability
for the year ending 31.03.2022 was estimated as Rs. 1200 000.

Required :

The following financial statements (including notes) of Damitha 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 31.03.2022
(2) Statement of Financial Position as at 31.03.2022
(3) Statement of Changes in Equity for the year ending 31.03.2022 (Total 40 marks)

2. (a) Anuradha (Pvt) Ltd is a firm engaged in manufacturing of bricks. The following information
relates to a raw material used in manufacturing of bricks for the month of March 2022,

Date Description Quantity (Kg) Price per Kg
01 Opening raw material inventory 5 000 R§." 25
10 Purchase of raw material 20 000 Rs. 30
15 Issue of raw material to manufacture, bricks 16 000 ?

20 Purchase of raw material 30 000 Rs. 40

28 Issue of raw material to manufacture bricks 10 000 ))

Required :

The stores ledger account for this raw material for month of March 2022 based on each of
the following methods:

(1) First-in First-out (FIFO) method

(2) Weighted Average Cost (WAC) method (16 marks)

A
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(il) The sales revenue and the cost of sales of the partnership for the year ending 31.03.2022

were Rs. 30 000 000 and Rs, 19 000 000 respectively,

The operating expenses of the partnership for the year ending 31.03.2022 were Rs.

' | arshi - the person: s during

The cost of the goods taken by Banu from the partnership for the personal use during
" \ { \ . o ‘ wWever.,

the current year was Rs. 400 000 and it has not been recorded in the books. How {L
the inventory as at 31.03.2022 has been valued based on a physical count for the calculation

(it 5 000 000
111
(1v)

of the cost ol sales.
All partners have been paid Rs. | 000 000 each for the salaries during the current year
and these payments have been included erroncously in the operating expenses of the

partnership.
The land owned by Jayani was given to the partnership on 01.03.2022 at a monthly rent

of Rs. 115 000. This rent has been neither paid nor accounted for.

75% of Ama’s loan balance was settled on 31.12.2021 with the interest upto this date,
On 31.03.2022, Jayani retired from the partnership. On this date, the goodwill of the |
partnership was estimated as Rs. 6 000 000 and it has to be adjusted in .thc books of
the partnership. Ama and Banu agreed to continue the partnership by sharing profits or
losses in the ratio of 3:2 respectively.

(ix) A motor vehicle of the business was transferred to Jayani on 31.03.2022 with the consent
of other partners at its carrying amount of Rs. 1 200 000. The balance amount payable
to Jayani was transferred to a loan account.

(x) All adjustments relating to the retirement of Jayani should be made through the capital

!
|
:
|
!
!
|
t

: accounts.
Required :
(1) Income Statement of the Partnership for the year ending 31.03.2022 (including the appropriations

to partners)
(2) Capital Accounts and Current Accounts of Partners for the year ending 31.03.2022

(22 marks)

(b) The following information has been extracted from the financial statements of Nethmi PLC.
Rs.’000

For the year ending 31.03.2022: ‘
Sales 9 000
Gross profit - 3200
Operating expenses 1 200
Interest expenses 200
Income tax expenses for the year 450
Interim dividends paid to the ordinary shareholders 300
As at 31.03.2022:

Inventory ¢ 1 100
Trade debtors 1 400
Stated capital - Ordinary shares (Number of shares -150 000) 3000

Additional information:
(i) All sales are done on credit basis.
(ii) Inventory as at01.04.2021 was Rs. 900 000.
(iii) Trade debtors as at 01.04.2021 was 1 600 000.
(iv) Afew selected ratios for year ending 31.03.2021 are as follows.
~  Gross profit ratio PRy
-~ Net profit ratio 12.5%
~ Inventory turnover ratio 6 times
—  Debtors turnover ratio 5.5 times
Earnings per share Rs.7.50
Dividends per share Rs.2.50
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