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General Certificate of Education Advanced Level Examination 2019 August 
 

Accounting (33) – Model Paper 
 

Part 2 
Important: 
* Answer five questions only, including questions one and two. 
 
1) Kalani Company PLC is a trading company and trial balance prepared by the company as 

at 31.03.2019 is provided below. 
Trial Balance 

Description Dr (Rs 000) Cr (Rs 000) 

Property plant and equipment 01.04.2018 16000   

Accumulated depreciation as at 01.04.2018   2000 

Lease interest 1000   

Lease creditors   2450 

Tax paid 300   

Provision for doubtful debts (Allowances for receivables) as at 
31.03.2019   205 

Doubtful debt expenditure(allowance for receivables expenditure) 100   

Telephone 35   

Purchases 4500   

Rent 125   

Wages 450   

Inventory as at 01.04.2018 500   

Trade receivables 2050   

Trade payables   1000 

Bank  410   

Cash 550   

Ordinary share capital   6000 

Retained earnings 01.04.2018   2275 

Revaluation reserve (Land)   700 

Treasury bills (3 months) 950   

Sales   12550 

Insurance 75   

Electricity  135   

  27180 27180 

Additional information 
Following adjustments have to be made before prepare the financial statements 
1. Cost of inventory calculated as per LKAS 02 as at 31.03.2018 was Rs 900000. It is 

estimated that the inventory can be sold for Rs 970000 after incurring an expenditure of 
Rs 60000 
 

2. As at 20.02.2019 invoice value of goods sent on sales or return basis is Rs 50000 and 25% 
markup has been added to cost when deciding the invoice value. These stocks have not 
been sold by 31.03.2019 and it had been recorded as credit sales in the books 
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3. The composition of property plant and equipment and accumulated depreciation as at 
01.04.2018 were as follows 

Items    Value (Rs 000)  Accumulated Depreciation (Rs 000) 
Land (Revalued amount) 2000       0 
Buildings (cost)  6000     800 
Motor vehicles (cost)  5000   1000 
Furniture (cost)  3000     200 
 
4. Furniture which had carrying value of Rs 760000 as at 31.03.2018 and purchased on 

01.04.2016 has been exchanged with new furniture value Rs 1000000 as at 31.03.2019. 
No entries have been made in the books regarding this transaction 

 
5. Property plant and equipment are depreciated in following rates based on straight line 

method. 
 Buildings (annually)  10% 
 Motor vehicles (monthly) 1% 
 Furniture (annually)  10% 
 
6. Buildings have been revalued for the first time as at 31.03.2019 for Rs 4000000 and it 

has not been recorded in the books and Land of the business have been revalued second 
time for Rs 1000000 on same date. 
 

7. A motor vehicle has been purchased on finance lease base on 01.04.2017 and lease term 
of the vehicle is 5 years. Annual lease installment is Rs 1000000. The current year lease 
installment paid has been debited to lease interest account and interest for lease are 
provided below 

 2018/2019 year  Rs 410000 
 2019/2020 year  Rs 395000 
 2020/2021 and 2021/2022 total interest is Rs 745000 
 
8. Income tax for the current year is estimated to be 1/5th of profit before taxation 

 
9. It is decided to transfer Rs 750000 to general reserve from retained earnings and 

directors decided to pay Rs 25000 of dividends to ordinary shareholders as at 31.03.2019 
 
10. Company sells products with one year warranty and it is estimated that 3% from sales to 

be made a provision 
 
11. 10% provision to be made for doubtful debts base on debtor balance as at 31.03.2019 

 
 

12. Rs 15000 have been paid as insurance in April 2018 and unpaid electricity as at 
31.03.2019 was Rs 5000 
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Required 
To prepare following financial statements as per LKAS 01 for publication purpose 

1. Statement of profit or loss and other comprehensive income for the year ended 
31.03.2019  
2. Statement of changes in equity for the year ended 31.03.2019 

 3. Statement of financial position as at 31.03.2019 
(Total Marks 20) 

 
2) a. Banuka and Anjula started a partnership as at 01.10.2018 and conditions of partnership 
agreement is provided below. 
 1. Banuka and Anjula shares profit in the ratio 3:2 
 2. Rs 10000 monthly salary is paid to all partners 
 3. 10% annual interest is paid on opening capital balance of all partners 
 
Trial balance prepared as at 31.03.2019 is provided below    (Rs 000) 

Trial Balance 

Description Dr (Rs 000) Cr (Rs 000) 

Property plant and equipment (carrying value) 4000   

Depreciation of property plant and 3equipment 300   

Trade receivables 650   

Bank balance 660   

Capital Balances – Banuka 
- Anjula  

  1100 

  900 

Loan - Anjula 01.10.2018   800 

Trade payables   480 

Sales   4200 

Purchases 1850   

Expenses 740   

Wages paid –Banuka 
- Anjula  

40   

30   

Interest on loan paid to anjula 10   

Cash brought by thiwanka   800 

  8280 8280 

Additional information 
01. Cost of stocks as at 31.03.2019 as per stock records of the business were Rs 180000. 

Stocks taken by banuka and anjula respectively Rs 15000 and Rs 10000 have not 
been entered in the stock records. 
 

02. Banuka shifted to a rent house as at 01.01.2019 and monthly rent was Rs 15000. 
Rent for this house has been paid by partnership from the date where he purchased 
it 

 
03. as at 31.03.2019 Thiwanka has been recruited as a new partner and he invested Rs 

800000 capital to the business. Goodwill is estimated as Rs 150000 at the 
recruitment of thiwanka and it is decided to adjust the goodwill through partners’ 
capital accounts. 
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04. After recruiting thiwanka, it is decided to share profits and losses in the ratio of 2:2:1 
and other conditions of the partnership agreement will not be changed 
 

05. Cash transactions of the partnership are carried out through a bank account and it 
has not been equal with bank statement balance as at 31.03.2019. Following 
reasons were discovered later 

- Balance wages paid to anjula by a cheque has not been presented for payment and 

it has not been recorded in the books 

- A customer has deposited Rs 40000 of cheque to the bank directly 

- Cheques issued to pay the house rent of banuka has not been entered in the bank 

account of business 

- Rs 60000 of cheque received from a customer has been dishonoured by bank 

 
Required 

01. To prepare the statement of profit or loss and appropriation account for the year 
ended 31.03.2019 

02. Capital and current accounts of partners 
03. Bank balance and Trade receivables balances to be stated on statement of financial 

position as at 31.03.2019. 
(10 Marks) 

 
b. There are two production divisions in a manufacturing company as machining and 
finishing in the same building inside the factory. Maintenance department provide services 
for these production department where it is located in a separate building. Following 
information are provided 
01. Un apportioned overhead costs 
 Electricity  - Factory Rs 250000 

Maintenance   Rs 80000 

Supervisors wages  Rs 480000 
Factory machinery depreciation Rs 150000 
Building rent   Rs 240000 

 
02. Bases of apportionment and other information 

Description Machining 
Department 

Finishing 
Department 

Maintenance 
Department  

Indirect wages Rs. 210000 190000 100000 

Number of supervisors 8 12 4 

Rate of machinery depreciation 8% 7% - 

Electricity consumption 
(kilowatt) 

150 100 - 

Floor Area (Square meter) 300 200 100 

 
03. 60% of services are provided by maintenance department to the machining department 
and balance is for finishing department 
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04. Overheads are absorbed based on machine hours and labour hours in machining 
department and finishing department respectively 
 
05. Information related to two products produced by the company is provided below 

Description X Type Y type 

Actual prime cost per unit (Rs) 400 120 

Estimated hours for a unit 
- Machine hours (Machining 

Department) 
- Labour hours (Finishing Department) 

 
5 
4 

 
5 
2 

Estimated production units 3000 2000 

Actual hours per unit 
- Machine hours (Machining 

Department) 
- Labour hours (Finishing Department) 

 
6 
4 

 
4 
3 

 
Required 
 1. Overhead analysis sheet including secondary distribution 
 2. Overhead absorption rates for production departments 
 3. Unit cost for X and Y separately  

(10 Marks) 
(Total Marks 20) 

 
3) a. Information related assets, liabilities of arjuna’s business as at 01.03.2018 is provided 

below 
        Rs 000 
 Property plant and equipment (carrying value) 2320 
 Trade receivables (Net)      475 
 Provision for doubtful debts           25 
 Inventory         300 
 Bank          150 
 Payable expenditure            50 
 Trade payables     380 
 
Transactions taken place during month of March 2018 is provided below 

1. Sales of goods for Rs 90000 which cost Rs 70000 
 

2. List price of goods purchased on cash base is Rs 50000. Trade discount of 10% has 
been received at purchase 

 
3. As at 01.03.2018 bank loan of Rs 300000 has been obtained at the annual rate of 

12% 
 

4. All property plant and equipment had been purchased on 01.01.2018 and these are 
depreciated 20% per annum on straight line method 
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5. March month employee salary is Rs 50000 and it includes Rs 10000 of overtime 
payment. Employee and employer contribute for EPF 10% and 15% respectively 
based on basic salary. All expenditure related to employee salary has been paid by 
cash 
 

6. Cost of Rs 80000 stocks have been sold for Rs 100000 and received Rs 50000 cash at 
sales.  

 
7. Paid Rs 95000 cash to settle off the creditor balance of Rs 100000 

 
8. Rs 150000 has been received from the trade receivables balance and 5% provisions to 

be made on closing trade receivables balance. (Adjust the provision for doubtful 
debts in debtor’s column) 

 
9. Rs 8000 has been paid by cash for operational expenses during the month and 

another Rs 5000 should be paid 
 

10. as at 31.03.2018 owner has withdrawn cash for his personal use, by retaining Rs 
20000 in the business 

 
Required 
1. Equity as at 01.03.2018 
2. Record above transactions in the following equation 
P.P.E + Stocks + Trade receivables + Bank = Payable expenditure + Bank loan + Trade 
payables + Equity 
3. Profit or loss for the month of March 2018 

(10 Marks) 
 
b. The summary of receipts and payments account of medical trade union for the year ended 
31.03.2018 is provided below. It has been discovered that, the receipts and payments 
account doesn’t include all receipts and payments 

Receipts Rs Payments Rs 

01.04.2017 Cash Balance 
Admission fees 
Subscriptions 
withdrawing of deposit of a 
previous year 
Withdrawals from savings account 
Donations  

350 
1200 

42250 
1000 

30400 
600 

Stationary and printing 
Postage and telephone 
Annual meeting expense 
Expenditure for clerks 
Purchase of typewriter 
Transportation 
Audit fees 
Medical and other benefits 
Deposits to savings account 
31.03.2018 Cash Balance 

3000 
1750 
5150 
2400 
7500 
2750 

500 
7350 

45000 
400 

 75800  75800 
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1. Union maintains a savings deposit account and followings were revealed when 
investigating the pass book 
 01.04.2017 Balance   Rs 21000 
 All deposits and withdrawals mentioned above are correct 
 It has been stated that Rs 1600 of interests are credited to account 
 
2. Following information are related to subscriptions 
      As at 01.04.2017 as at 31.03.2018 
 Subscription receivables  Rs 1300   Rs 2200 
 Subscription received in advance -    Rs 500 
 
3. It has been decided to organize a function for United Nations global health day during 
October 2017. Records maintained by the members of the committee were as follows 
  Sales of function day tickets   Rs 30800 
  Expenses (for function)  Rs 12000 
  Treating for guests   Rs 8500 
  Building rent (for function)  Rs 2000 
 
4. International labor organization has paid Rs 12000 to a member of this union as air ticket 
fee due to participating to a program conducted by the international labour organization 
during the year. It is not required to repay this amount back to the ILO 
 
5. Audit fee for the year is agreed as Rs 2000 
 
6. Members welfare fund consists of the Rs 50000 of investments made in previous years 
 
7. Annual building rent of the union is Rs 20000. Rent has not been paid for current year. 
 
Required 
1. Income and expenditure account for the year ended 31.03.2018 
2. Statement of financial position as at 31.03.2018 

(10 Marks) 
(Total Marks 20) 
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4) a. Following financial statements are related to Lalith Company limited which is started 
as at 01.04.2017 

Lalith Company Limited 
Statement of profit or loss for the year ended 31.03.2018 (Rs 000) 

 
 
 
 
 
 
 
 
 
 
 
 

Lalith Company Limited 
Statement of Financial Position as at 31.03.2018 (Rs 000) 

Land (revalued amount) 
Buildings  
Long term investment 
Trade receivables 
Inventory 
Prepaid electricity 
Cash balance 

2500 
1300 

500 
250 
100 

80 
70 

Total assets 4800 

Ordinary share capital 
Revaluation reserve (Land) 
General reserve 
Retained Earnings 
Bank loan 
Trade payables 
Payable distribution expenses 
Bank overdraft 
Income tax payable 

3000 
150 
100 
270 
900 
280 

30 
45 
25 

Total equity and liabilities 4800 

Additional information 
1. All purchases and sales are made on credit base 
2. Rs 100000 have been paid during the period to settle the bank loan and finance expense 
includes only the bank loan interest 
3. Administration expense includes Rs 50000 of depreciation and Rs 10000 of bad debts 
4. Other income includes the income received from long term investments 
5. Dividends for ordinary shareholders have been paid during the year 
Required 
Statement of cash flows of Lalith Company limited for the year ended 31.03.2018 as per 
requirements of LKAS 7 

(10 Marks) 

Sales 
Cost of sales 
Gross profit 
Other income 
 
Distribution expense 
Administration expense 
Finance expense 
Profit before tax 
Tax 

3200 
(1900) 

1300 
50 

1350 
(320) 
(400) 

(50) 
580 
(60) 

Profit after tax 520 
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b. Material M is purchased by a shoe manufacturing company from an external supplier. 
Information related to that is provided below. 
 Maximum monthly consumption (units) 800 
 Average monthly consumption (units) 600 
 Average lead time (months)   2 
 Minimum lead time (months)   1 
 Reorder quantity (units)   3000 
 Total annual stock holding cost  Rs 6000 
 
Company uses re order quantity as the economic order quantity 
 
Required 

1. re order level  
2. minimum stock level 
3. maximum stock level 
4. average stock level 
5. total ordering cost as per EOQ model 

(05 Marks) 
 
c. Past pupils association of a popular school in rathnapura is planning to organize a three 
day tour and they have decided to utilize 20% from the association’s fund for 2 busses that 
they are expecting to book for the trip. The balance of associations fund was Rs 50000.   
 
Other information are provided 
 Bus rental fee   Rs 40000 per bus 
 Musical instruments  RS 5000 
 Food    Rs 800 per person per day 
 Accommodation  Rs 5000 per house per day (3 houses required) 
 Tickets for sightseeing  Rs 300 per person 
   Amount expected to charge from a person Rs 4200 
 Expected number of participants 100 (50 persons in a bus) 
 
Required 
1. Total fixed cost of the tour and cost to be incurred per person  
2. Number of participants to cover the total cost 
3. How much of money can be retained if everyone participated to the tour 

(05 Marks) 
(Total Marks 20) 
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5)  
a. Following information are related to Hero PLC as at 31.03.2018 
 Gross profit ratio  25% 
 Debt collection period  30 days 
 Total asset turnover ratio 40% 
 Stock turnover ratio  12 times 
 Interest cover ratio  7 times 
 Net profit ratio (after tax) 10% 
 
Additional information 
1. Assume that number of days per year as 360 
2. Sales and purchases are made on credit and gross profit for the year is Rs 900000 
3. as at 31.03.2018 trade receivables were Rs 280000 and stocks as at 01.04.2017 was Rs 
200000 
4. There were no other income in the business and total expenses except taxes are Rs 450000 
 
Required 
1. Trade receivables as at 31.03.2017 
2. Total assets as at 31.03.2018 
3. Value of purchases during the year 
4. Interest expenditure of the year 
5. Tax expenditure of the year 

(10 Marks) 
 
b. Gangodawila company limited planning to purchase a motor vehicle with the intention of 
expanding its business operations. A market research has been done by incurring Rs 20000 
for this purpose. Following information could be collected through the research  
    Vehicle A  Vehicle B 
 Cost   Rs 800000  Rs 850000 
 Residual Value  Rs 50000  Rs 80000 
 
Expected annual income and expenditure is as follows 

  Year 1 Year 2 Year 3 Year 4 

Vehicle A Income Rs 240000 220000 200000 180000 

Expense Rs 50000 40000 20000 35000 

Vehicle B Income Rs 300000 260000 230000 220000 

Expense Rs 80000 50000 40000 25000 

 
Discounting factor at 10% rate of return is provided below 

Year 1 2 3 4 

Discounting factor 0.9 0.8 0.7 0.6 

 
Required 

1. Net present value for each vehicle separately and recommendation to purchase the 
vehicle 

(05 Marks) 
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c. Following information related to Pabodha manufacturing business for the year ended 
31.03.2018 

(i) Closing raw material value Rs. 80 000 (material 4000 kg) 
(ii) Other information related with manufacturing for the year ended 31.03.2018 

Purchase of raw materials (materials 50000kg) 1 000 000 
Carriage inwards of raw materials and custom duties 200 000 
Total overhead cost 5 050 000 
Non- manufacturing overhead cost 800 000 

(iii) 2 kg of raw materials are required to produce one unit. 
(iv) One labour hour is required to produce one unit and, Rs. 100 paid for a labour 
hour. 
(v) Other direct expense to produce one unit is Rs. 50. 
(vi) During the year 25000 units were produced and 20000 units were sold at a fixed 
selling price per unit of Rs. 500. 
(vii) No opening and closing work in progress. 

Required: 
(1) Raw material stock value as at 31.03.2018 
(2) Prime cost during the year ended 31.03.2018 
(3) Total manufacturing cost for the year ended 31.03.2018 
(4) Manufacturing cost per unit during the year ended 31.03.2018 
(5) Profit or loss for the year ended 31.03.2018  

(05 marks) 
(Total Marks 20) 

 
6) a. Saradiyel company limited listed the credit sales made during the March month 2017 

as follows. This is a company which is registered for Vat and all invoices are subjected to 
12% VAT.  

Debtor 
reference No 

Sales Sales returns 
for list price 

Cash received 

List price Discount Net amount 
(Cheques) 

Discount % 

TR 100 
TR 122 
TR 129 
TR 130 
TR 131 

200000 
250000 
120000 
60000 
70000 

10% 
10% 
- 
- 
- 

20000 
40000 
20000 
- 
10000 

144000 
133000 
90000 
50000 
40000 

10% 
5% 
10% 

 
When recording above transactions, following errors were found in relation to general 
ledger and debtor’s ledger 
1. Sales before including the VAT amount has been debited to debtors control account 
2. Total of discount allowed column in cash receipt journal has been posted to control 

account as Rs 13000 
3. Cheque received from TR 131 has been dishonoured. No entries are made in the 

books in relation to this. 
 
Rs 145000 debtors control account balance as at 01.03.2016 was equal to debtors ledger 
balance. 
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Required 
1. Journal entries required to record transactions that taken place during the month of 

march 
2. Debtors control account before correction 
3. Adjusted debtors control account 

(10 Marks) 
 
b. Following information are related to Savindi Plc  
     31.03.2018   31.03.2017 
 Trade receivables  180000   100000 
 Stocks    100000   120000 
 Trade payables    70000       50000 
 Non-current assets  800000   900000 
 Cash    100000    80000 
 
Additional information 
1. All purchase and sales are made on credit base and company is operated in tax free period 
2. Some ratios calculated for the year ended 31.03.2018 are provided below 
 Debtor’s turnover ratio   25 times 
 Total asset turnover ratio   50% 
 Creditor’s turnover ratio   20 times 
3. Interest expenditure of the company for the year ended 31.03.2018 Rs 50000 
4. There were no any other assets other than stated above as at 31.03.2018 
 
Required 
1. Statement of profit or loss for the year ended 31.03.2018 
2. Interest cover ratio 

(05 Marks) 
 
c. following balances have been extracted from the books of Sahan traders in relation to 
property plant and equipment as at 01.04.2018 
  Machinery account     Rs 1800000 
  Accumulated machinery depreciation account  Rs 900000 
 
A machine purchased on 01.10.2015 for the value of Rs 500000 has been sold for Rs 500000 
as at 31.12.2018. Installation cost of Rs 100000 had been spent by the company at the 
purchase of this machine 
 
As at 01.01.2019 company has fixed 2 new engines each for Rs100000 with the intention of 
increasing the capacity and efficiency of old machinery. Useful life of those engines were 
estimated as years 
 
After sold old machine, all other machinery were revalued to get the surplus of Rs 240000 as 
at 31.12.2018 
 
As at 01.02.2019 a new machine has been purchased for Rs 1200000 
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Straight line method is used to depreciate machinery and , remaining useful life of all 
machinery estimated as 6 years after revaluation 
 
Required 

1. Machinery account 
2. Accumulated machinery deprecation account 
3. Journal entries for revaluation 
4. Machinery disposal account 

(05 Marks) 
(Total Marks 20)  

 
 
 
 

 
 

 
 
 


