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Part A
Answer all questions (10 x 1 = 10 Marks)

1. A Break Even Point indicate a situation wherein

a) Contribution equals to Zero

b) There is no profit  / no loss

c) Variable cost equal to fixed costs

d) There is a loss.
2. Which one will appear both in Trading Profit & Loss and Balance Sheet?
a) Printing and Stationery

b) Closing Stock

c) Insurance Expenses

d) Salary
3. Depreciation in initial years will be more in

a) Sinking Fund Method

b) Straight Line Method

c) Written Down Value Method

d) Risk adjusted Insurance Method
4. Preference Shares is 

a) Debt

b) Equity

c) Fixed Return without ownership

d) Both Debt & Equity.
5. Which of the following is a Liquidity Ratio?

a) Gross Profit Ratio

b) Net Profit Ratio

c) Current Ratio

d) Debt – Equity Ratio.
6. Net worth means

a) Share Capital

b) Reserves + Capital

c) Reserves & Surplus

d) Total Assets
7.  Marginal Cost mean

a) Fixed Costs

b) Variable costs

c) Semi-Variable Cost

d) Semi- Fixed Costs 
8. The Current Assets and Current liabilities for a company are: Cash – 10,000, Stock -30,000, Debtors – 20,000, Creditors -30,000.

The Quick ratio will be

a) 1.0

b) 2.0

c) 1.33

d) None of the above
9. Working Capital means

a) Share Capital

b) Current Assets + Current Liabilities

c) Share Capital + Reserves 

d) Current Assets – Current Liabilities
10. Internal rate of  return is  

a) A Project Appraisal method

b) A method to find our Return on Investment

c) A method to find out cost of Capital

d) None of the above.







Part B

Answer any four (4 x 15 = 60 marks)

1. “Financial Statement is most useful if they report only the value of assets that are tangible “Do you agree?

2. Differentiate between Fund flow statement and Cash flow statement?

3. “Working Capital is the blood flow any business” Do you agree?

4.  From the given  ratio calculate the following 

Current Ratio = 2.8

Acid-Test ratio = 1.5

Working Capital = Rs.1,62,000

Calculate:

a) Current Assets

b) Liquid Assets

c) Stock

5. Vasanth Ltd., presents the following result for one year. Calculate the 

a) P/V ratio

b) BEP

c) Margin of Safety

Sales                    Rs.2,00,000

Variable Cost       Rs.1,20,000

Fixed Cost           Rs.50,000

Net Profit             Rs.30,000

6. Explain the following in detail:

a) Tax planning and Tax Evasion

b) Allowable and not allowable expenses

c) Tax returns

Part C
Answer the following 

(30 marks)

Remington Ltd. Proposed to purchase a machinery for Rs.50,000. There are two alternatives available in the market A&B. The Life of the machinery is 5 years.

The companies expected rate of return is 10%.

The following are the cash inflow of the machineries
Year 


Cash Inflow 



Machine A

Machine B

1

10,000


30,000

2

15,000


25,000

3

20,000


20,000

4

25,000


15,000

5

30,000


10,000

Find out 

1. Payback Period

2. Net Present Value

3. Profitability Index.

Present Value Table:

Ist year : 0.909  IInd year 0.826   IIIrd year 0.751  IVth year 0.683  Vth year 0.621
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