
CUET 2024 ACCOUNTANCY Question paper with solution SET D

Question 1. Identify the correct sequence of the following steps involved in calculating

cash flows from operating activities of a company:

(A) Operating profit before working capital changes

(B) Cash generated from operations

(C) Income tax paid

(D) Net cash flow from operating activities

(E) Goodwill amortised

Choose the correct answer from the options given below:

1. (E), (C), (D), (A), (B)

2. (E), (A), (D), (B), (C)

3. (E), (A), (B), (C), (D)

4. (A), (B), (C), (D), (E)

Correct Answer: (3)

Solution: When calculating cash flows from operating activities, the steps follow a logical

order:

1. Amortisation Adjustments (E): Adjust for non-cash items like goodwill amortisation.

2. Operating Profit Before Working Capital Changes (A): Calculate the operating profit,

considering non-cash adjustments.

3. Cash Generated from Operations (B): Include changes in working capital.

4. Income Tax Paid (C): Deduct income tax paid from cash generated.

5. Net Cash Flow from Operating Activities (D): Derive the final net cash flow.

Thus, the correct sequence is (E), (A), (B), (C), (D).
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Question 23. Which of the following are correct in connection with the Common Size

Statement?

(A) Expressed as a percentage on revenue from operation

(B) Horizontal analysis

(C) Vertical analysis

(D) Expressed as a percentage on total assets

Choose the correct answer from the options given below:

1. (A), (B), and (D) only

2. (A), (B), and (C) only

3. (A), (C), and (D) only

4. (B), (C), and (D) only

Correct Answer: (3)

Solution: To determine which options are correct regarding a Common Size Statement,

understand the following concepts:

1. Common Size Statement: This financial statement presents all items as a percentage of a

base value. Common bases include total assets for the balance sheet or total revenue for the

income statement. It is mainly used for vertical analysis, as it shows each line item as a

proportion of a total, making it easy to compare across periods or with other companies.

2. Option Evaluation: - (A) Expressed as a percentage on revenue from operations: Correct,

as income statement items are often shown as a percentage of total revenue.

- (B) Horizontal analysis: Incorrect. Common size statements are associated with vertical

analysis, not horizontal analysis, which compares financial information over multiple

periods.

- (C) Vertical analysis: Correct, as common size statements use vertical analysis to assess the

proportion of each line item relative to a total.

- (D) Expressed as a percentage on total assets: Correct, as balance sheet items are typically

shown as a percentage of total assets.

Therefore, the correct answer is Option (3): (A), (C), and (D).
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