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Instructions to Candidates 

1. Time allowed is three (3) hours. 

2. Total 100 Marks 

3. Answer allquestions. 

4. Encircle the number of your choice in relation to Multiple Choice Questions.  

5. Candidates are allowed to use non-programmable calculators. 

6. The answers should be given in English Language. 

Subject Subject Code 

Corporate Reporting & Analysis (CRA / ML 2) 

 

Section I 

Select most appropriate answer for following questions 

1) Which of followings statement is true in relation to financial instruments? 

(A)  Financial instrument should raise a financial asset to one entity and financial 

 liability to another entity. 

(B)  Put option an instrument which provides a right to buy shares at a specified price 

 within a specified period. 

(C)  Call option is an instrument which provides right to sell shares at a specified price 

 within a specified period. 

(D)  A contractual right to receive cash or another financial asset from another entity 

 could be considered as a financial asset. 

 

2) Alfa PLC holds 70% of the stated ordinary share capital of Beta PLC and 35% of the 

stated ordinary share capital of Gamma PLC. Beta PLC holds 30% of the stated ordinary 

share capital of Gamma PLC. The non-controlling interest percentage of Gamma PLC 

considered in the preparation of consolidated financial statements of the Alfa Group. 

(A) 35% 

(B) 44% 
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(C) 45% 

(D)  56% 

 

3) Exchange difference of the translating the statement of financial position from the 

functional currency to different presentation currency is recognized in: 

(A) Profit or loss 

(B) Directly in equity 

(C) Other comprehensive income 

(D) Profit or loss or other comprehensive income 

 

4) Sigma PLC acquired 60% of the stated ordinary share capital of Beta PLC on 01.04.2015 

for a consideration of Rs.66 million? The fair value of the identifiable assets and 

liabilities of the Beta PLC o this date was Rs.90 million. Sigma PLC sold 50% of the 

stated ordinary share capital of Beta PLC for a consideration of Rs.65 million on 

31.03.2016 when the fair value of the identifiable assets and liabilities of the Beta PLC 

was Rs.120 million and the total market capitulation of the shares of Beta PLC was 

Rs.135 million. 

The value of remaining 10% holding of Beta PLC should be recorded in the statement of 

financial position of Sigma PLC as at 31.03.2016 is: 

(A) Rs.11 million 

(B) Rs.12 million 

(C) Rs.13.5 million 

(D) Rs.17 million 

 

5) Which of the following cannotbe considered as a technique used in analyzing the 

financial statements? 

(A) Vertical Analysis 

(B) Du point Analysis 

(C) Horizontal analysis 

(D) Sensitivity analysis 

 

6) Which of the following categories of financial instruments is not required to separately 

disclose as per SLFRS 7? 
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(A) Loans and receivables 

(B) Held to maturity investments 

(C) Financial assets measured at atomized cost 

(D) Financial assets at fair value through profit or loss 

 

7) Which of followings statement is true in relation to SLFRS 11: Joint Arrangement? 

(A) Joint operator is a party to joint operation that has joint control of that operation. 

(B) Joint venture is a party to joint venturer that has joint control of that joint venturer. 

(C) Joint control is the contractual right to jointly influence to the decisions of another 

entity. 

(D) Joint arrangement is an arrangement two or more parties having joint influence over 

another entity. 

 

8) Platinum PLC entered in to a joint control agreement with Gold PLCand acquired 55% of 

the ordinary share capital of Silver PLC on 01.04.2015 for a cash consideration of Rs.75 

million. During the year ending 31.03.2016 profit for the year and other comprehensive 

income of Silver PLC were Rs.40 million and Rs.16 million respectively. Silver PLC paid 

an interim dividend of Rs.6 million to ordinary share holder during the year ending 

31.03.2016. The market capitalization of Silver PLC as at 31.03.2016 was Rs.250 million. 

The carrying amount of investment in Silver PLC recognized in the consolidated 

statement of financial position of Platinum Group is: 

(A) Rs.93.7 million 

(B) Rs.102.5 million 

(C) Rs.105.8 million 

(D) Rs.137.5 million 

 

9) Which of followings statement is false in relation to LKAS27: Investments in associates? 

(A) Associate is an entity over which the inventor has a significant influence. 

(B) Goodwill relating to associate is included in the carrying amount of the investment 

(C) Significant influence is the power to participate financial and operational policy 

decisions of the investee. 

(D) Equity method is the method of adjusting the cost of investment to the investor’s 

share of post acquisition profit of investee. 
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10) Platinum PLC acquired 60% of the ordinary share capital of Mercury PLC on 

31.03.2016 for a cash consideration of Rs.100 million.The stated capital and retained 

earnings of the Mercury PLC as at this date was Rs.80 million and Rs.40 million 

respectively. The fair value of the identifiable net assets and market capitalization of the 

Mercury PLC on this date were Rs.130 million and Rs.140 million respectively. The 

goodwill recognized in the consolidated statement of financial position on 31.03.2016 

when non controlling interest is measured using proportionate share of net assets 

method is: 

(A) Rs.16 million 

(B) Rs.22 million 

(C) Rs.28 million 

(D) Rs.78 million 

Section II 

Answer all questions 

Question 1 

(a) Colombo PLC acquired 60% of the ordinary share capital of Galle PLC at a cost of Rs.40 

million on 01.04.2015 when the retained earnings of Galle PLC was Rs.12 million. 

Statements of financial positions of two companies as at 31.03.2016 are given below 

Statements of financial position as at 31 March 2016 

  Colombo PLC   

Rs. ‘000   

 Galle PLC   

Rs. ‘000   

Non Current Asset   

Property, plant & equipment 70,000 42,500 

Investments 53,000 2,400 

Current Assets     

Inventories 29,000 15,000 

Receivables 22,500 9,500 

Cash and Bank 9,500 4,800 

  184,000 74,200 

Equity     

Ordinary shares of Rs.20 each 110,000 40,000 

Revaluation reserve 6,000 2,000 

Retained earnings 41,500 16,000 
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Non-current liabilities     

12% Debentures 19,000 5,000 

Current liabilities     

Payables 7,500 11,200 

  184,000 74,200 

 

The following additional information is also provided. 

1. The fair values of net assets of Galle PLCat the date of acquisition was Rs.56 million 

and any difference between the fair values of net assets and the carrying amount was 

due the change in value of land. The market price of a share of Galle PLC on this date 

was Rs.36. 

2. During the year Colombo PLC sold goods to Galle PLC at a price of Rs.5 million with 

profit margin of 20% on the selling price. Half (1/2) of these goods were remained 

unsold at Galle PLC at the year end. 

3. During the year Galle PLC sold goods to Colombo PLC at a price of Rs.4.8 million by 

adding 20% profit markup to cost. 3/4 of these goods were remained unsold at Galle 

PLC at the year end. 
4. Receivable balance of Galle PLC includes Rs.3 million receivable from Colombo PLC. 

But payable balance of Colombo PLC includes only Rs.1,800,000 payable to Galle 
PLC. This difference was due to cash in transits. 

5. Galle PLC issued 12%, debentures on 01.04.2015 and Colombo PLC has invested 40% 
of these debentures on that day. Interest on debentures was paid by the Galle PLC and 

Colombo PLC has properly accounted for the interest received. 
6. Revaluation surplus of Galle PLC represents the surplus arisen from the revaluation of 

plant and machineries. 

7. Use fair value method to measure non-controlling interest. 

 
Prepare theConsolidated statement of Financial Position as at 31.03.2016 ColomboGroup. 

(16 Marks) 

(b) Describeany two of the following terms in relation to consolidated financial statements

 using your own examples. 

(i) Piece meal acquisition 

(ii) Partial disposal of a subsidiary 

(iii) Indirect control 

 (04 Marks) 

(Total 20 Marks) 

 

Question 2 

(a) Discuss the important of any two of the followings on the modern financial reporting. 
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(i) Sustainability reporting 

(ii) Ethics in financial reporting 

(iii) Harmonization of accounting practices 

 (10 Marks) 

 

(b) Jupiter PLC acquired 35% of the ordinary share capital of Mercury PLC on 01.04.2015 

for a cash consideration of Rs.80 million. During the year ending 31.03.2016 profit for 

the year and other comprehensive income of Mercury PLC were Rs.25 million and Rs.10 

million respectively. The other comprehensive income of Mercury PLC consist of 

revaluation reserve of Rs.6million and gain on the fair value change of available for sale 

investment of Rs.4 million. Mercury PLC paid an interim dividend of Rs.5 million to 

ordinary share holder during the year ending 31.03.2016.Stated ordinary share capital of 

Mercury PLC consist of 5,000,000 ordinary shared. The market prices of a share of 

Mercury PLC as at 01.04.2014 and as at 31.03.2016 were Rs.46 and Rs.60 respectively. 

 

Provide the following extractsof Jupiter PLC in relation to above transactions: 

(i) The statement of profit or loss and other comprehensive income for year ending 

31.03.2016 

(ii) The statement of financial position as at 31.03.2016 

 (05 Marks) 

 

(c) “Since A PLC and B PLC exactly owned 50% each of the stated capital of C PLC, A PLC 

and B PLC are joint ventures and C PLC is a joint venture.” 

Critically assess the above statement with reference to SLFRS 11 

 (05 Marks) 

(Total 20 Marks) 

Question 3 

(a) The following information has been summarized from the financial statements of two 

companies in the sameindustry. 

 

 

 

Statements of profit or loss and other comprehensive income for the year ending  

    Kandy PLC    Galle PLC   

   Rs. ‘000     Rs. ‘000   
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Sales revenue              82,500                34,800  

Cost of sales              36,600                19,500  

Operating expenses              32,500                  9,150  

Finance expense                2,350                  1,650  

Income tax expense                3,100                  1,800  

Dividend paid 2,925 1,620 

 

Statements of Financial Positions  

  Kandy PLC   

Rs. ‘000   

 Galle PLC   

Rs. ‘000   

Non Current Asset   

Property, plant & equipment 45,000 30,250 

Current Assets     

Inventories       14,500         7,500 

Receivables       11,500 3,750 

Cash and bank         4,000 3,500 

  75,000 45,000 

Equity     

Ordinary shares of Rs.10 each 45,000       20,000 

Retained earnings 10,750 8,000 

Non-current liabilities     

12%, Rs.1,000,  Debentures 6,000 7,000 

Current liabilities     

Payables 13,250 10,000 

  75,000 45,000 

 

You are required to answer each of the following questions by making a comparison of 

one or more relevant ratios 

(i) Which company uses the shareholders’ investment more profitable manner? 

(ii) Which company is having favorable liquidity position? 

(iii) If you have planned to invest in debentures of one of these companies, which 

company’s debentures you would select? 

(iv) Which company collects its receivable faster? (Assume that all sales on credit 

basis). 

(v) Which company has extended grater payment period for its creditors? (Assume that 

all purchase on credit basis). 

(vi) Which company converts inventories in to sales faster? 

(vii) Which company retains the larger proportion of income of the business? 

(14 Marks) 
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(b) “Accounting ratios are the most suitable technique available to analyze the financial 

statements.”  

 Discuss the above statement with reference to three (03)advantages and three 

(03)limitations of accounting ratio. 

(06 Marks) 

(Total 20 Marks) 

Question 4 

(a) Differentiate ‘Compound Financial instrument’ and ‘Derivative financial instrument’ by 

providing one example for each.(04 Marks) 

(b) Define the following terms with reference to LKAS 32 and LKAS 39. 

(i) Financial Instruments 

(ii) Hedged Item 

(iii) Available for sale financial assets 

(06 Marks) 

 

 

 

(c) Jupiter PLC had the following investments as at 31.03.2015. 

Investment Carrying amount 

(Rs.’000) 

10,000 Ordinary Shares in Ganymede PLC 1,200 

 3,000 10% 5-year Debentures of Callisto PLC (issued at 

Rs. 100 per debenture) 

306 

50,000 ordinary shares of Europa PLC 1,000 

2,000 ordinary shares of Titan (Pvt) Ltd 100 

 

Investments in shares of public limited companies are held as trading securities. Other 

investments are held to earn a regular income to the company.  

Market prices of investments as at 31.03.2016 were as follows: 

Investment Market Price (Rs.) 

Ordinary Shares – Ganymede PLC 110 

Ordinary Shares –Europa PLC  25 

Debentures –Callisto PLC 150 
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The shares of Titan (Pvt) Ltd were valued as at 31.03.2016 at Rs. 60 per share. The 

required rate of return for debentures similar to Beta PLC is 12%. 

(i) State with reasonshow the following investments of Lanka PLC would be classified in 

the Statement of Financial Position as at 31.03.2016 as per SLFRS 9.   

 

• Ordinary Shares - Europa PLC  

• Ordinary Shares – Titan (Pvt) Ltd  

• Debentures –Callisto PLC     (04 Marks) 

(ii) State the carrying amount of the investments presented in the Statement of Financial 

Position of Jupiter PLC as at 31.03.2016 under the following categories as per LKAS 39.

     

• Financial Assets at Fair Value through Profit and Loss 

• Available- for- sale Financial Assets    (03 Marks) 

(iii)Producethe extracts of the statement of profit or loss and other comprehensive income 
for the year ending 31.03.2016.       

(03 Marks) 

(Total 20 Marks) 

 

End of Paper 


