
Page 1 of 10 
 

 

CMA DECEMBER-2018 EXAMINATION 
OPERATIONAL LEVEL 

SUBJECT: F1. FINANCIAL OPERATIONS 
 

Time Allocated: Three hours        Total Marks: 100 

 

Instructions to Candidates  

There are three sections (that is A, B & C) in this paper. You are required to answer 

ALL questions. 

Answers should be properly structured, relevant and computations need to be shown 

wherever necessary. 

Math tables and formulae are provided on pages 9 to 10. 

You are strongly advised to carefully read ALL the question requirements before 

attempting the question concerned (that is all parts and/or sub-questions).  

Start answering each question from a fresh sheet. Your answers should be clearly 

numbered with the sub-question number then ruled off, so that the markers know 

which sub-question you are answering. 

Section No of questions in 
the Section 

No of sub-
questions in the 

Section 

Marks allocation 

A 01 08 20% 

B 01 05 30% 

C 02  50% 

 

TURN OVER 
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SECTION A – 20 MARKS  
This section consists of 1 question and 8 sub-questions.  
You are advised to spend no longer than 36 minutes on this section. Section will carry 20 marks 
and one sub-question will carry 2.5 marks each. 

 
Question 01  

(a)  The Conceptual Framework of IASB provides a list of the purposes of the Framework. One 
of the purposes of the Framework is to assist users of financial statements in interpreting 
the information contained in financial statements. List down the users of the financial 
statements. 

(2 ½ Marks) 
(b)  Define what is meant by control and explain how this is determined according to IAS - 27, 

Consolidated and Separate Financial Statements. 
(2 ½ Marks) 

(c)  Accounting depreciation is usually disallowed when calculating tax due by an entity and a 
deduction for tax depreciation is given instead. Explain ONE reason why accounting 
depreciation is replaced with tax depreciation in a tax computation? 

(2 ½ Marks) 
(d)  3M has an asset that was classified as held for sale at 31 December 2017. The asset had 

a carrying value of Tk.900 and a fair value of Tk.800. The cost of disposal was estimated 
to be Tk.50.  
According to IFRS 5 Non-current Assets Held for Sale and Discontinued Operations, what 
value should be used for the asset in 3M’s statement of financial position as at 31 
December 2017?  

 (2 ½ Marks) 
(e)  What are the components to be included in a complete set of financial statements as per 

BAS 1? 
(2 ½ Marks) 

(f)  Describe the concept of “substance over form” and its application to the preparation of 
financials statement under BAS 32 Financial Instruments: Presentation. 

(2 ½ Marks) 
(g)  Define the “Impairment of Assets” as per IAS - 36. 

(2 ½ Marks) 
(h)  Define “Cash Equivalents” and “Non-cash Transactions” as per IAS - 7.  

(2 ½ Marks) 
 

 

 

END OF SECTION A 

SECTION B Starts on page 3 
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SECTION B 

This section consists of 1 question and 5 sub-questions.  

You are advised to spend no longer than 9 minutes on each sub-question in this section. 

Section will carry 30 marks and one sub-question will carry 6 marks each. 

 
QUESTION 02 
(a)  At 1 February 2017, the beginning of its financial year, Arif has in issue 5,700,000 ordinary 

shares of Tk.1 each. On 30 September 2017, the entity raises a further Tk. 1,200,000 in 
capital by the issue of further ordinary shares at par. 

 

Extract from Arif’s consolidated income statement and statement of changes in equity at 
31 January 2018 shows the following: 
   

Consolidated profit before taxation Tk. 2,500,000 
Tax   (750,000) 

   1,750,000 
Preference dividend  (200,000) 
Ordinary dividend  (690,000) 
 

Required: Calculate Arif’s EPS for the year ending 31 January 2018. 
(6 Marks) 

(b)  Data in respect of Mr. Kamal, employee of a private organization and lives in Dhaka City, 
for the year ended 30 June 2018 is as under:   

 

Salary Income Tk. 2,60,000 
Other Income    10,000 
Total Income             2,70,000 
Investment in Shares of listed companies         30,000 

Required: Calculate the amount of tax payable by Mr. Kamal. 
(6 Marks) 

(c)  Mannan Traders, an importer, imported 200 of AC at CIF price @ Tk.100,000 per piece. 
The clearing and other incidental charges amounted to Tk.100,000 for the total 
consignment. He sold 80 pieces of AC to a whole seller at a markup of 10% (exclusive of 
VAT). The whole seller charged 10% markup to sell it to retailer. The retailer incurred a cost @ 
Tk.2,000 for maintenance and other expenses and added 10% markup to the price. 

 

Required: Compute VAT assuming that the retailer sold 60 pieces of AC in a trade fair among 
various customers in the month of June, 2018. 

 (6 Marks) 
(d)  PNL’s profits have suffered due to a slow-down in the economy of the country in which it 

operates. PNL’s draft financial statements show revenue of Tk.35 million and profit before 
tax of Tk.4 million for the year ended 30 June 2018.  
PNL’s external auditors have identified a significant quantity of inventory that is either 
obsolete or seriously impaired in value. The audit senior has calculated the inventory 
write-down of Tk.1 million. PNL’s directors have been asked by the audit senior to record 
this in the financial statements for the year ended 30 June 2018.  
PNL’s directors are refusing to write-down the inventory at 30 June 2018, claiming that 
they were not aware of any problems at that date and furthermore do not agree with the 
auditor that there is a problem now. The directors are proposing to carry out a stock-take 
at 30 November 2018 and to calculate their own inventory adjustment, if required. If 
necessary, the newly calculated figure will be used to adjust inventory values in the year to 
30 June 2019. 

SECTION B Continues on page 4 
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Required: 
 
(i)  Explain the objective of an external audit.  
(ii)  Assuming that PNL’s directors continue to refuse to amend the financial statements, 

explain the type of audit report that would be appropriate for the auditors to issue. 
(6 Marks) 

(e)  P&O operate five factories in different locations in a country. Each factory produces a 
different product line and each product line is treated as a separate segment under IFRS 8 
Operating Segments.  

 
One factory, producing a range of shoes, had an increased annual loss of an estimated 
Tk.2,000,000 for the year to 30 September 2018. On 1 September 2018 P&O’s 
management decided to close the factory and cease the sale of its range of shoes. 
Closure costs, net of any gains on disposal of the assets, are estimated as Tk.150,000.  

 
On 30 September 2018P&O’s management is still negotiating payment terms with the 
shoe factory workforce and has not agreed an actual closure date. P&O has not yet 
attempted to find a buyer for the factory or its assets.  

 
P&O’s management wants to completely exclude the shoe factory results from P&O’s 
financial statements for the year ended 30 September 2018. They argue that as the shoe 
factory is about to be closed or sold, it would mislead investors to include the results of the 
shoe factory in the results for the year. 
 

Required: 
 
Assume that you are a trainee accountant with P&O, P&O’s finance director has asked you to 
draft a briefing note that she can use to prepare a response to P&O’s management. Your 
briefing note should explain how P&O should treat the shoe factory in its financial statements for 
the year ended 30 September 2018.You should make reference to any relevant International 
Financial Reporting Standards and to CMA’s Code of Ethics for Professional Accountants. 

(6 Marks) 
 

 
 
 
 
 

 
END OF SECTION B 

 
SECTION C Starts on page 5 
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SECTION C 

This section consists of 2 questions. 

You are advised to spend no longer than 45 minutes on each question in this section. Section 

will carry 50 marks and allocation of marks for each sub-question is indicated next to the sub-

question. 

 

QUESTION 03 
ABC Ltd is a company which publishes a single textbook and provides tuition courses relating to 
the text. An extract from ABC Ltd’s nominal ledger at 31 March 2018 is as follows: 
 

Particulars Taka 

Manufacturing costs 4,450,000 

Administrative Salaries 410,500 

Selling and distribution costs 375,000 

Inventories at 1 April 2017 113,400 

Freehold Land and buildings:  

         Cost (land Tk.1,750,000) 2,550,000 

         Accumulated depreciation at 1 April 2017 480,000 

Plant and machinery:  

        Cost 620,000 

        Accumulated depreciation at 1 April 2017 337,000 

Borrowings 200,000 

Trade and other receivables 37,500 

Trade and other payables 25,400 

Retained earnings at 1 April 2017 212,500 

Ordinary share capital - Tk.5 nominal value 500,000 

Preference share – 5% irredeemable Tk.10 shares 200,000 

Cash and cash equivalents 63,500 

Revenue 6,700,000 

Finance costs 35,000 

 
The following additional information is relevant: 
 
(a)  The borrowings are repayable in ten installments, commencing on 1 April 2018. 
(b)  Revenue is made up of the following: 

Taka 
Tuition fees      1,500,000 
Book Sales      5,100,000 
Advances         100,000 
       6,700,000 
 

The tuition fees all relate to courses held during the year except for fees of Tk.300,000 
which relate to a ten-week course. Five weeks of this course had already been held by the 
year end. The remainder is to be held in June 2018. The advances relate to a new 
publication which ABC Ltd. has commissioned and advertised heavily but which is not yet 
in production. 

SECTION C Continues on page 6 
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(c)  There were no movements of non-current assets during the year. However, on 28 
February 2018, ABC Ltd. decided to sell a major item of plant for which it no longer has 
any use. This plant cost Tk.120,000 on 1 April 2013 and was advertised for sale on 1 
March 2018 at a price of Tk.5,000. In April 2018 a buyer was identified at the advertised 
price. The sale is expected to be completed in May 2018. 

 
Plant is depreciated on a 10% straight line basis, taking into account the month of sale or 
purchase. Freehold buildings are depreciated over their useful life of 40 years. 
Depreciation on plant is charged to cost of sales. Depreciation on freehold land and 
buildings is charged to administrative expenses. 

 
(d)  At the year end the company was in the process of legal action by one of its competitors 

which claims that ABC’s textbook has breached copyright. The case is not due to be 
decided until June 2018 but ABC Ltd’s legal advisors think that the company has a 60% 
chance of losing the case and estimates that this would cost ABC Ltd Tk. 100,000. 

 
(e)  One of ABC Ltd’s customers who owed Tk.10,000 at the year-end was declared bankrupt 

on 1 May 2018. 
 
(f)  Closing inventories at cost amounted to Tk.120,000. Within this valuation is an amount of 

Tk.50,000 relating to fixed overheads, being a share of total fixed overheads of Tk. 1 
million. ABC Ltd had expected to produce one million books during the year but, due to 
production difficulties only 800,000 were produced. Overheads have been allocated on the 
basis of Tk.1.25 per book. 

 
(g)  The following should be provided for at the year-end: 

 
-  Income tax of Tk.350,000 
-  An ordinary dividend of Tk.2.00 per share 
-  The preference dividend 

 
Required: 
 
(i)  An Income Statement for ABC Ltd. for the year ended 31 March 2018 and a Balance 

Sheet as at that date in a form suitable for publication. You should classify expenses by 
function. 

(ii)  Explain the considerations underlying the accounting requirements for not-for-profit 
entities, including the possible relevance of BFRSs and IPSASs. 

 [Marks: (18+7) = 25] 
 
 
 
 
 

SECTION C Continues on page 7 
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QUESTION 04 
 

(a) Extracts of MNC’s financial statements for the year ended 30 June 2018 are as follows: 
                                                           
                                                                 (Amount in Taka.) 

 

 30 June 2018 30 June 2017  

Non-current Assets 
(000) (000) (000) (000)  

        
Property, plant and equipment 977  663   
Development expenditure 60  65   
Brand name 30 1,067 40 768  

Current Assets         
Inventory 446  450   
Trade receivables 380  310   
Cash and cash equivalents 69 895 35 795  

Total Assets   1,962    1,563  

Equity and Liabilities         
Equity shares of $1 each 400  200   
Share premium 200  100   
Revaluation reserve 30  95   

Retained earnings 652 1,282 423 818  

Non-current liabilities         
Long term borrowings 100  250   

Deferred tax 130 230 120 370  

Current liabilities         
Trade payables 150  95   
Current tax 250  260   
Accrued interest 10  20   
Other provisions 40 450 0 375  

Total Equity and Liabilities   1,962    1,563  
 
MNC Statement of Comprehensive Income for the year ended 30 June 2018 
 
 Tk. (000) Tk. (000)  
Revenue  10,400 
Cost of sales  (4,896) 

Administrative expenses (2,510) 
5,504  

  
Distribution costs (1,890) (4,400)  
  1,104  
Finance cost  (15) 
  1,089  
Taxation  (280)  
Profit for the year  809  
Other Comprehensive Income    
Loss on revaluation of property  (65) 

Total comprehensive income  744 
SECTION C Continues on page 8 
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Additional information: 
 

(i)  Property, plant and equipment comprises: 
 

 Cost at 30 June Cost at 30 June Depreciation to 30 
 2018 2017 June 2017 
 Tk. (000) Tk. (000) Tk. (000) 
Land 426 320 0 
Buildings 840 610 366 
Plant and equipment 166 180 81 
 1,432 1,110 447 

(ii)  Depreciation for the year ended 30 June 2018 was: 

 
Tk. 

(000) 
Buildings 17 

Plant and equipment 25 
 
(iii)  Plant and equipment disposed of during the year had a net book value of Tk.11,000 (cost 

Tk.45,000). The loss on disposal of Tk.6,000 is included in cost of sales.  

(iv)  All land was revalued on 30 June 2018; the decrease in value of Tk.65,000 was deducted 
from the revaluation reserve.  

(v)  Cost of sales includes Tk.15,000 for development expenditure amortized during the year 
and Tk.10,000 for impairment of the purchased brand name.  

(vi)  On 1 February 2017, MNC issued Tk.1 equity shares at a premium. No other finance was 
raised during the year.  

(vii)  MNC paid a dividend during the year.  

(viii)  Other provisions relate to legal claims made against MNC during the year ended 30 June 
2018. The amount provided is based on legal opinion at 30 June 2018 and is included in 
cost of sales. 

 

Prepare a statement of cash flows, using the indirect method, for MNC for the year ended 30 
June 2018, in accordance with IAS 7 Statement of Cash Flows. 

     (20 Marks) 
(b)  MNC’s directors acquired equipment on 1 July 2018 on a finance lease. The finance lease 

terms are: 

• Lease for a ten-year period  
• Rentals paid annually in arrears on 30 June 
• Each annual rental is Tk.44,000  
• Original cost of the equipment was Tk.248,610  
• The interest rate implicit in the lease is 12% per year 

Calculate the amounts in respect of this finance lease that would be included in MNC’s;  

Statement of comprehensive income for the year ended 30 June 2019 

(i)  Statement of financial position as at 30 June 2019 
(ii)  Statement of cash flows for the year ended 30 June 2019   

(5 Marks) 
 

*End of the Exam Paper* 
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