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Part A 

 

Answer all questions   (20 x 1 = 20 Marks) 

 

1. Accounting is commonly referred to as the -------------- of business 

a) Tool     b) Technique   

c)  Language    d) Finance  

 

2. The dual aspect principle has particular relevance to ------------------- 

a) Profit & Loss Account  b) Trial Balance  

c)  Journal    d) Balance Sheet 

 

3. Bills Receivable is a --------------Asset. 

a) Fixed     b) Current  

c)  Fictitious    d) Intangible  

  

4. Non earmarked reserves are known as ------------------------- 

a) Cash reserve  b) Free reserve  c) Profit reserve d) reserve  

 

5. Current Assets less current liabilities is called ----------------------------- 

a) Profit    b) Capital  

c)  Working Capital    d) Loss 

 

6. As per the Funds Flow Statement increase in liabilities is a Source. 

a) True     b) False 

 

7. Increase in Bills payable results in decrease in Cash flow. 

a) True    b) False    

 

8. Quick ratio comes under the head of Liquidity ratio. 

a) True    b) False  

 

9. As per the Accounting ratios  ROI =Rate of Interest  

a) True    b) False 

 

10. Long term solvency ratio is indicated by Net Prot ratio. 

a) True    b)False  

 

11. Credit terms: means the terms extended by a firm to its debtors for 

payment a) Yes  b) No 

 

12. Contribution margin is also known as Gross Profit. 

a) Yes  b) No 

.   

13. Period cost means Fixed Cost. 

a) Yes  b) No. 

 

14. Sales Budget is an Income Budget. 

a) Yes  b) No. 

 

15. Net worth means Share Capital plus Reserves & Surplus  

a) Yes  b) No. 

 

Match the following: 

 

16. Net Profit is arrived after         a) Sales – Gross Profit 

 

17. Net Working Capital denotes   b) Share Capital + Retained Earnings  

 

18. Net Worth means                       c) deducting all sales returns   

 

19. Net Sales is arrived after   d) current assets minus current liabilities 

 

20. Cost of Goods Sold               e) deducting all expenses from the  

Gross   Profit  

 

 

Part B 

Answer any FOUR                                             Marks: 4 x 10 =40 

1.  Explain the Accounting Concepts and Conventions. 

 

2.  Explain the following terms: 

        a) Accounts Receivable 

b) Inventory 

        c) Current Assets 

        d) Reserves & Surplus 

 

3.  Calculate the Break-Even Point from the following particulars. 

        Fixed expenses   Rs.1,50,000 

        Variable Cost per unit Rs.10 

        Selling Price per unit Rs.15 

Calculate a) BEP in Units and b) BEP in Rupees. 

 

4.  What do you mean by Tax planning and Taxable Income? Explain briefly. 



 

5.  What is the major difference between funds flow statement and Cash 

flow statement. 

 

6.  R& D LTD. Purchased a machinery for Rs. 1,00,000 on 1.1.2000. It 

purchased another machinery on 1.1.2002 for Rs.50,000, on the same 

day it sold the First machinery for Rs.85,000. The rate of depreciation is 

10% on diminishing value method. The company follows Accounting. Find 

out the value of depreciation up to 1.4.2004. 

 

Part C 

Reliance Ltd. proposed to purchase a machinery for Rs.1,00,000. The expected 

return on return is 10%. There are two alternatives available A and B.   The 

expected cash inflow of the machineries is follows: 

   Machine A               Machine B 

Year   Cash Inflow             Cash Inflow 

1 25,000  45,000 

2 30,000  40,000 

3 35,000  35,000 

4 40,000  30,000 

5 45,000  25,000 

 

10% discounting factor: 

1st year 0.909   2
nd

 year 0.826   3
rd

 year 0.751 

4
th

 year 0.686  5
th

 year 0.621 

Calculate:   

1)  Pay Back period  

2)  Net Present Value  

3)  Profitability Index  

4)  As a manager which machinery you will recommend for the management 

to purchase    and why?  

***** 


