
Questions Option1 Option2 Option3 Option4

Correct_an

s

Writing-off of 

Bad Debts Rs 

5,000 against a 

Provision for Bad 

Debts. cash outflow cash inflow

none of the 

above both

none of the 

above

___________ 

ratio indicates the 

relationship 

between 

shareholders 

funds and 

outsiders funds

proprietary 

ratio 

operating 

ratio 

 debt-equity 

ratio none of these

 debt-equity 

ratio

S Ltd., furnished 

the following 

information: 

Profit after tax  Rs 

5,00,000, Average 

shareholders' 

equity    Rs 

22,50,000, If 

return on equity is 

10%, then the 

preference 

dividends of S 

Ltd., is Rs 17,50,000 Rs 2,25,000 Rs 50,000       Rs 2,75,000 Rs 2,75,000

Purchase of Govt. 

Securities will be 

shown in the Cash 

Flow Statement as

operating cash 

flow

 financing 

cash flow

 investing 

cash flow

cash or cash 

equivalents

 investing 

cash flow

Cash Working 

Capital Includes 

__________

Fixed assets 

less 

depreciation.  

Debtors at  

sales value.

Debtors at 

sales less 

profit 

margin

Creditors at 

purchase cost 

less profit 

margin

Debtors at 

sales less 

profit 

margin

Gross working 

capital 

means_________

___.  Total assets

 Total 

current 

assets

Total 

current 

liabilities 

Fixed assets 

minus current 

assets

 Total 

current 

assets



Net Operating 

cycle can be 

delayed 

by___________.

Increase in 

WIP period

Decrease in 

raw 

materials 

storage 

period

Increase in 

credit 

payment 

period

Both (a) and 

(c) above

Increase in 

WIP period

Owner's Funds

 Capital - 

Reserves and 

Surplus - P & 

LA/c Dr. 

Balance - 

Misc. 

Expenditure 

not written off

Capital + 

Reserves and 

Surplus + P 

& LA/c Dr. 

Balance - 

Misc. 

Expenditure 

not written 

off 

Capital + 

Reserves 

and Surplus - 

P & L A/c 

Dr. Balance - 

Misc. 

Expenditure 

not written 

off

 Capital + 

Reserves and 

Surplus - P & 

L A/c Dr. 

Balance + 

Misc. 

Expenditure 

not written 

off 

Capital + 

Reserves 

and Surplus 

- P & L A/c 

Dr. Balance 

- Misc. 

Expenditure 

not written 

off

Calls-in-arrears

will increase 

the owner’s 

funds

will have no 

effect on the 

owner’s 

funds

will reduce 

the owner’s 

funds

will increase 

the Current 

Liabilities

will reduce 

the owner’s 

funds

Loss on sale 

of fixed assets 

statements

is ignored 

in the vertical 

financial

is shown 

as non-

operating 

expenditure 

in the 

vertical 

financial 

statements

is shown as 

operating 

expenditure 

in the 

vertical 

financial 

statements 

is shown as 

cost of goods 

sold in the 

vertical 

financial 

statements

is shown 

as non-

operating 

expenditure 

in the 

vertical 

financial 

statements

Capital employed 

is equal to

fixed assets + 

current assets    

Shareholders 

funds

net worth + 

long-term 

liabilities  

none of the 

above

net worth + 

long-term 

liabilities  

Sale of Land will 

be shown in the 

Cash Flow 

Statement as

operating cash 

flow  investing 

cash flow

 financing 

cash flow

cash or cash 

equivalents

 investing 

cash flow

Selling and 

Distribution 

Expenses paid 

will be shown in 

the Cash Flow 

Statement as

operating cash 

flow

 investing 

cash flow

 financing 

cash flow

cash or cash 

equivalents

operating 

cash flow



Redemption of 

Debentures by 

converting them 

into equity shares 

Rs 40,000.

cash outflow 

cash inflow

none of the 

above both

none of the 

above

Standard Debt-

Equity Ratio  2:1      1:1  65%  1.33  2:1     

 A current ratio 

higher than 2:1 

shows under-trading

 under-

investment over-trading

over-

investment

under-

trading

While computing 

Proprietory Ratio

Proprietors 

Funds are 

divided by 

Capital 

Employed

Proprietors 

Funds are 

divided by 

Total Assets

Preference 

Share 

Capital is 

ignored

None of the 

above

Proprietors 

Funds are 

divided by 

Total 

Assets

Net Profit After 

Interest is used for 

computing

Return on 

Proprietors' 

Fund

Return on 

Investment 

Ratio

Return on 

Equity 

Capital

 Earning Per 

Share

Return on 

Proprietors' 

Fund

Return On 

Investment (ROI) 

and Return On 

Equity (ROE) are 

exactly 0.25. 

This indicates 

that_______

ROE has been 

calculated  

wrongly 

ROI pertains 

to the 

previous year

The firm has 

no debt in 

their capital 

structure

 None of the 

above

The firm 

has no debt 

in their 

capital 

structure

R Ltd., has 

1,00,000 equity 

shares of Rs 10 

each, fully paid 

and its retained 

earnings are half 

of its equity share 

capital. The fixed 

and current assets 

are in the ratio of 

3 1. The fixed 

assets are Rs 

28,12,500. The 

outside liabilities 

of the company 

are Rs 21,20,000 Rs 35,00,000

Rs 

37,50,000 Rs 22,50,000

Rs 

22,50,000



Consider the 

following data 

regarding D Ltd: 

Average payment 

period 29.5 days, 

Net annual credit 

purchases Rs 

13,32,250, 

Assuming a 365 

days' year, the 

average trade 

creditors are  Rs 1,07,675 Rs 1,03,250 Rs 45,161 Rs 3,02,250

 Rs 

1,07,675 

Net working 

capital is equal to 

_______

Current assets - 

Current 

liabilities  

Fixed assets - 

Current 

assets

Current 

Assets - 

Cash

Current 

Liabilities - 

Provisions

Current 

assets - 

Current 

liabilities  

Net operating 

cycle period 

is___________.

The period 

from raw 

material 

procurement 

to sale of 

finished goods

 The length 

of time taken 

for to a rupee 

invested in 

current 

assets come 

back with 

profit to the 

company

The time 

taken to 

convert raw 

materials 

into finished 

goods 

collection of 

The time 

between 

payment of 

raw material 

purchases 

and the cash 

for sales

The time 

between 

payment of 

raw 

material 

purchases 

and the 

cash for 

sales

Cash is received 

against overdraft 

from bank 

___________.

 There is an 

increase in Net 

Working 

Capital

There is an 

increase in 

Gross 

Working  

Capital

There is an 

increase in 

both the 

Gross and 

the Net 

Working 

Capital

 There is no 

effect on 

both the 

Gross and the 

Net Working 

Capital

There is an 

increase in 

Gross 

Working  

Capital

 _________refers 

to idle funds 

which earns no 

return

shortage of 

working 

capital

 excess 

working 

capital

variable 

working 

capital

 fixed 

working 

capital

 excess 

working 

capital


