THE OPEN UNIVERSITY OF SRI LANKA :
BACHELOR OF MANAGEMENT STUDIES DEGREE PROGRAMIVIE
LEVEL 03

ASSIGNMENT TEST -2010
FINANCIAL AND COST ACCOUNTING - MCU 1206
DURATION: TWO (02) HOURS
DATE: 20.06.2010 TIME: 10.00 am — 12.00 noon
INSTRUCTIONS

e Answer any three (03) questions. All questions carry equal marks.
¢ Use of non-programmable calculator is allowed.

Q1)
Lal and Nimal started a joint venture to sell handicraft items during the month of
December, 2009. They agreed that Lal would make all purchases from Gall and would
send to Nimal who was in Ampara. Lal and Nimal agreed to share profit and losses
- equally.
The following transactions took place in their business.
01/12/2009-Lal purchased handicraft items at Rs.25,000/= from Gall and sent it
to Nimal incurring a transportation cost of Rs.2,500/=.
05/12/2009-Nimal sold items at Rs.35,000/=.
06/12/2009-Nimal incurred maintenance expenses of Rs.5,000/=.
+. 08/12/2009-Lal made another purchase at a cost of Rs.30,000/= and immediately
transported to Nimal at a cost of Rs.4,000/=.
09/12/2009-Nimal sold some consignments at Rs.45,000/=,
10/12/2009 From the latest sales made by Nimal, items invoiced at Rs.3,000/= were
returned by customers as it did not confirm to specifications.
11/12/2009-Nimal send cash of Rs.30,000/= as advance payment to Lal.
12/12/2009-Lal drew some items worth of Rs.2,000/= for his own use.

They decided to wind up their business. Nimal deducted all his expenses and share of
profit and then sent all remaining amount to Lal.
Based on the above information, prepare the following accounts for the joint venture
between Lal and Nimal.

* Joint venture memorandum Account

o Joint venture Account with Lal in the books of Nimal

e Joint venture Account with Nimal the books of Lal

Q2) _

Shiva Electronics distributes toners in Sri Lanka. Their main business is located in
Colombo and they make sales in Badulla through Rajiv who is their agent.

During the year ended 31/12/2009, Shiva Electronics sent 175 toners to Rajiv, each of

which costs at Rs.2,500/=. The invoiced price will cover a profit margin of 30% at selling
price. ‘



Shiva electronics incurred the following expenses to send consignment to Rajiv.
o Packing cost of Rs.125/= for each toner.
o Transportation costs of Rs.24,500 /= (in total)
On receiving the consignment, Rajiv accepted only 165 toners and the rest of the toners
were returned with no additional expenses.
After accepting the consignment, Rajiv incurred the following expenses
e Storage and maintenance costs of Rs.140/= for each toner.
e Selling and distribution costs of Rs.19,800/= in total
Rajiv is entitled for a sales commission of 8% of total sales.
At the end of the financial year, he could sell only 150 toners at the invoiced price and
the rest were found to be at the closing stock.
From the given information prepare following accounts in the books of Shiva Electronics.
» Consignment A/C
. » Consignor (Rajiv) A/C

Q3)

Suren, Timothy and Mahen are the partners of a business. They shared their profits and
losses at a ratio of 5:2:3. Partners decided to dissolve their partnership with effect from
31% December 2009. On 31* December 2009 their balance sheet appeared as follows.

Capital Accounts Non Current Assets

Rs. Rs.
Suren 700,000 Land & Buildings 750,000
Timothy 300,000 Furniture & Fittings 250,000
Mahen 400,000 Vehicles 300,000

1400,000 1300,000

General reserve 100,000 Goodwill 400,000
Current Accounts

Rs. Current Assets
Suren (35,000) Stocks 65,000
Tomothy 65,000 Trade Debtors 80,000
Mahen 70,000 Cash 55,000

100,000

Bank Loan of 10% 150,000
Current Liabilities

Trade Creditors 95,000
Accrual Expenses 55,000

1,900,000 1,900,000

Further information is given below
1. The non current assets were realized as follows.
Vehicles Rs. 150,000 (partly realized)
Land and buildings  Rs. 900,000



o L

In trade debtors Rs.8,000/= was declared as bad debt and rest of the debtors
settled their dues.

Stocks were realized 10% below the value mentioned in the balance sheet.

Mahen accepted part of the vehicles at an estimated value of Rs.180,000 as part of
his settlement

Creditors were settled with 5% interest.

10% Bank loan shown in the balance sheet was received on 1% March 2009.
Interest due on bank loan for last semester was not provided.

7. All accrual expenses were settled at its nominal value.
8.
9.

Dissolution expenses incurred was Rs.25,000/=
Timothy agreed to takeover furniture and fittings at an estimated value of 5% less
than book value.

10. All loans and short term liabilities were settled giving cash.
11. All partners’ settlements were made with cash.

Show following accounts for the dissolution of partnership.

Q4)

* Realization Account
e (Cash Account
» Partners capital Account

Write short notes to any four (4) from the following

a) Financial Accounting and Cost Accounting

b) Piecemeal realization and proportional capital method .

¢} Amalgamation of partnerships and dissolution of partnerships
d) Partnerships and limited liability companies

e) Partnership law and partnership agreement
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