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Self-Assessment Results

• Session 01 – Average 7 / 20

• Session 02 – Average 19 / 20

Total Average – 26 / 40

Total % Success – 64%
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Answers to MCQ

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20

A 0 1 15 6 11 17 1 11 17 0 1 18 15 1 1 8 16 16 5 13

B 0 3 2 11 2 1 0 4 1 1 6 0 2 1 3 1 1 0 6 0

C 19 1 1 1 5 0 0 4 1 11 10 1 2 1 3 0 1 3 7 4

D 0 14 1 1 1 1 18 0 0 7 2 0 0 16 12 10 1 0 1 2
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Self-Assessment Questions
1. Financial accountancy is governed by ….. 

A. local standards only 
B. international standards 
C. local as well as international accounting standards 
D. company’s internal top management only 

 
 
2. Which is not a limitation of financial accounting? 

A.  Inadequate information to fix up the price of products manufactured 
B.  Lack of data for comparison of cost of operation of the firm with other firms 

in the industry 
C.  The data available is historical in nature 
D.  Complies with the various legal requirements 
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Self-Assessment Questions
3. Financial accounting reports lay greater emphasis on the ….. 

A. objectivity of data 
B. Flexibility of data 
C. Relevancy of data 
D. Subjectivity of data 

 
 
4. …… is used to analyse the pattern of movement or activity during the period to 
identify the way the enterprise has generated cash and the way they have been used in an 
accounting period. 

A. Balance sheet 
B. Cash flow 
C. Profit & Loss a/c 
D. Income statement 
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Self-Assessment Questions
5. Which of the following factor is not considered while selecting accounting policies? 

A. Accountancy 
B. Prudence 
C. Substance over form 
D. Materiality 

 
 
6. Which of the following is not the main objective of accounting? 

A. Solving tax disputes with tax authorities 
B. Systematic recording of transactions 
C. Ascertaining profit or loss 
D. Ascertainment of financial position 
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Self-Assessment Questions
7. In which of the following cases, accounting estimates are needed? 

A. Inventory obsolescence 
B. Impairment of losses 
C. Employs benefit schemes 
D. All of the above 

 
 
8. A trader purchases goods for €2,500,000; of these 70% of goods were sold during 

the year. At the end of 31st December 2022, the market value of such goods was 
€500,000. But the trader recorded them in his books for €750,000. Which of the 
following concept is violated. 

A. Conservatism 
B. Money measurement 
C. Consistency 
D. None of these 
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Self-Assessment Questions
9. Human resources will not appear in the balance sheet according to which concept? 

A. Money measurement concept 
B. Accrual 
C. Going concern 
D. None 

 
 
10. Roberto’s Mobile Accessory Shop started the year with total assets of €210,000 and 

total liabilities of €120,000. During the year the business recorded €330,000 in 
revenues, €165,000 in expenses, and dividends of €60,000.  

  
 The net income reported by Roberto’s Mobile Accessory Shop for the year was 

A. € 120,000 
B. € 150,000 
C. € 195,000 
D. € 165,000 
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Self-Assessment Questions
11. Comparison of actual ratios of one period with those of earlier periods for the same 

enterprise is known as 
A. Cross-sectional analysis 
B. Time-series Analysis 
C. Inter-firm Analysis 
D. None of these 

 
 
12. Why is a creditor interested in the analysis of financial statements? 

A. To decide whether or not the borrower has the ability to repay interest 
and principal on borrowed funds. 

B. To determine the concern’s capital structure. 
C. To determine the concern’s future earnings stream 
D. To decide whether or not the concern has operated profitably in the past 
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Self-Assessment Questions
13. What are common-size financial statements? 

A. Statements that express each account on the balance sheet as a percentage 
of total assets and each account on the income statement as a percentage 
of net sales. 

B. Statements that standardize financial data in terms of trends 
C. Statements that relate the firm to the industry in which it operates. 
D. Statements based on common sense and judgment. 

 
 
14. The ratio which depicts the relationship between two items, one of which is drawn 

from the Balance Sheet and the other from the revenue account 
A. Current ratio 
B. Equity Ratio 
C. Net Profit ratio 
D. Debtors Turnover Ratio 
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Self-Assessment Questions
15. Extremes Company Limited compiled the following financial information as of 31 

December, 2021: 
Sales revenue €1,120,000 
Share Capital 240,000 
Buildings 320,000 
Operating expenses 1,000,000 
Cash 280,000 
Dividends 80,000 
Inventory 40,000 
Accounts payable 160,000 
Accounts receivable 120,000 
Retained earnings, 1/1/2021 600,000 

 
Extremes Company Limited’s assets on 31 December, 2021 are  
A. € 1,880,000 
B. € 1,360,000 
C. € 640,000 
D. € 760,000 
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Self-Assessment Questions
16. Current ratio is 4:1, the amount of current liabilities is €12,000 the amount of working 

capital is 
A. € 48,000 
B. € 36,000 
C. € 30,000 
D. € 60,000 

 
 
17. Market price per share divided by earnings per share is 

A. Price Earnings ratio 
B. Return on equity 
C. Market test ratio 
D. Book value per share 



Click to edit Master title style

• Click to edit Master text styles
• Second level

• Third level
• Fourth level

• Fifth level

Undergraduate Diploma in 
Business Administration

Self-Assessment Questions
18. By computing current ratio, which type of solvency of a concern is assessed 

A. Short term 
B. Long term 
C. Liquidity 
D. Profitability 

 
 
19. In a sound business, which Acid Test Ratio is considered satisfactory 

A. 1:2 
B. 2:1 
C. 1:1 
D. 0.5:1 
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Self-Assessment Questions

20. The efficiency of the management can be measured with the help of 
A. Activity ratio 
B. Leverage ratio 
C. Liquidity ratio 
D. Profitability ratio 
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Recap of Lectures 01 -
07
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Accounting Environment & Users
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Accounting Environment

• Accounting has been defined as the language of  
business

• Accounting enables organizations to determine 
how  much profits or losses have been made in a 
particular  period (financial year)

• Accounting provides statistical benchmarks against 
which an organization’s overall performance is 
measured

• Accounting provides a universal explanation of the  
financial strength of an organization
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Users of Accounting Information
• Owners / Shareholders / 

Partners
• (Current Profitability, Capital 

Growth, Dividend  Returns)

• Investors 
• (Future Profitability, Risks of 

Investment)

• Government 
• (Profitability, Taxation payments)
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Users of Accounting Information

• Creditors/Suppliers 
• (Liquidity, Ability to repay debts,  Time taken to pay 

debts)

• Employees 
• (Profitability, Organisation Growth,  Organisational 

Stability, Security of Employment)

• Management 
• (Profitability, Return on Capital, Capital Growth, 

Owners’ Satisfaction)

• General Public 
• (Profitability, Organisational Stability and  Growth, 

Market Share)



Click to edit Master title style

• Click to edit Master text styles
• Second level

• Third level
• Fourth level

• Fifth level

Undergraduate Diploma in 
Business Administration

Accounting 
Principles
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Accounting Principles

• All users will see the same financial statements

• Principles – to provide consistent usable financial statements

•Relevance
•Reliability
•Comparability
•Understandability
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Business Set-
Ups
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Business Organisations

• Self-Employed – Sole Trader
• Self-Employed – With employees
• Partnership
• Limited Liability Company
• Public Company
• Government & Parastatal
• Group Structure
• VOs and Associations
• Trusts



Click to edit Master title style

• Click to edit Master text styles
• Second level

• Third level
• Fourth level

• Fifth level

Undergraduate Diploma in 
Business Administration

Accounting 
Concepts
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Accounting Concepts

• Concepts represent the rules that are applied in recording 
transactions and preparing the Financial Statements

• Business Entity Concept
• Money Measurement Concept
• Historic Cost Concept
• Realisation Concept
• Dual Aspect Concept
• Consistency Concept

• Materiality Concept
• Accruals Concept
• Prudence Concept
• Going Concern 

Concept
• Substance over Form
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Double Entry
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Examples of Double Entry Transactions

Purchase of machine by cash

• Debit Machine Account                        Increase in Asset

• Credit Cash Account                               Decrease in Asset

Payment of utility bills

• Debit Utility Expense                             Increase in Expense

• Credit Cash Account                               Decrease in Asset
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The Accounting Equation

The Accounting Equation is the following:
• ASSETS = CAPITAL + LIABILITIES

&
• Net Current Assets = Current Assets – Current Liabilities
• Net Current assets or Working Capital is the amount that  

indicates how much capital is being generated or used 
up  by day-to-day activities. If net current assets are  
negative, the company may have difficulty 
financing its  day-to-day operations.
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Trial Balance
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Statutory financial statements

• Income Statement
• Statement of Financial Position
• Cashflow Statement
• Audited Financial Statements
• Tax Returns
• VAT Returns
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Profitability

Financial Items: Sales, Purchases, Expenses 
Paid, Incomes Received.

Non-Financial 
Items:

Depreciation, 
Revaluations, Accruals, 
Prepayments,  Provisions.

Both have a direct affect on the 
business profitability.  Why?
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Cash Flow Statement Format

Cash flows from OPERATING activities

Cash flows from INVESTING activities

Cash flows from FINANCING activities

PLUS or MINUS

PLUS or MINUS

EQUALS

NET increase (or decrease) in cash equivalents over the period
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Ratio Analysis
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Profitability Ratios
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Efficiency Ratios
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Liquidity Ratios

• Liquidity refers to the availability of cash in the near
future  after taking account of immediate financial
commitments

• Key ratios:

CURRENT ASSETS
CURRENT LIABILITIES

CURRENT RATIO ACID TEST

CURRENT ASSETS - INVENTORIES
CURRENT LIABILITIES
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Gearing Ratios

Share Capital + Reserves + Non-Current Liabilities
Non-Current Liabilities X 100
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Investment Ratios

Number of shares in issue
Total Dividend Paid
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Group Presentation Choices
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Group Presentations

1 2 3 4 5
ANIL VISHAL DHEERAJ ABHILASH AJAY

ANKIT JASPREET GURPREET MANEESH LAVISH
JASKARAN RAJAN KARANDEEP RAHUL LOVISH
PRIYANKA RAVINDER SAHIL ROMI ROHAN
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What am I excepting …….

• Show the annual reports chosen
• Snapshot of the annual reports
• Show question
• Slides on

• Introduction
• History of company
• Ratios (5 – 7)

• Why did you choose this company
• How is it performing – industry, multi-year ?
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Assignment Questions
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Assignment Questions

• Assignment Deadline: 2 March 2023
• Approx. 20 hours researching and writing
• Word count: 1,200 words
• You are expected to use the Harvard referencing style
• Presentation is VERY important
• Choose any ONE of the questions
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Assignment Questions
Question 1:
Outline the following financial ratios, covering in detail how to calculate the ratios, their 
importance, use and meaning, and the limitations of each of the ratios:
• Acid-Test Ratio
• Asset Turnover Ratio
• Average Inventories Turnover Period
• Average Receivables Settlement Period
• Current Ratio
• Earnings per Share
• Gearing Ratio
• Gross Profit Margin
• Interest cover ratio
• Return on Capital Employed
• Return on Equity
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Assignment Questions
Question 2:
Explain the principles and concepts of Financial Accounting, 
giving details and examples of each; their relevance; and any 
limitations that the application of such principles and concepts 
have on businesses in today’s world.
Question 3:
Identify the main internal and external users of accounting 
information of a business, with special emphasis on the type of 
information each group requires. Give detailed examples of 
why the users would require such information, and what 
limitations, if any, exist in providing such data
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Referencing System
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Referencing System
In text
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Referencing System
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Referencing System
Undergraduate Diploma in Business Administration
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Referencing System
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