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CHAPTER 9 –CASH FLOW STATEMENTS

9.1 The net profit is reconciled with 

(a) Operating activities √
(b) Investing activities

(c) Financing activities

(d) None of these

9.2 Doubtful debts is part of

(a) Operating activities

(b) Investing activities

(c) Financing activities

(d) Reconciliation with the net profit √
9.3 Cash inflows are not just for sales because

(a)  Some sales may be on credit

(b) There are other revenue sources such as rent revenue

(c) New liabilities such as a loan can be created

(d) All of these √
9.4 Proceeds from the sale of assets are entered as

(a) Operating activities

(b) Investing activities √
(c) Financing activities

(d) Reconciliation with the net profit

9.5 For the reconciliation of operating activities with net profit are decreases in current assets

(a) Added √
(b) Deleted

(c) Ignored

(d) Not part of the reconciliation

9.6 To calculate the amount paid to suppliers, reconstructions of which ledger accounts are required?

(a) Accounts receivable

(b) Accounts payable

(c) Inventories

(d) Both Inventories and Accounts payable √
9.7 Are cash drawings by the owner part of

(a) Operating activities 

(b) Investing activities

(c) Financing activities √
(d) Reconciliation with the net profit

9.8 A statement of cash flows is required to be prepared because

(a) The Statement of Financial Performance is prepared under the accrual system

(b) The Statement of Financial Position does not show changes in cash flows

(c) Other ledger accounts do not show the flow of funds

(d) All of these √
9.9 By analysing cash flows, management can be assured that

(a) Assets and liabilities are correct

(b) The cost of goods sold is disclosed

(c) Business liquidity is maintained √
(d) The net profit is accurate

9.10 Accounting standard AASB 1026 requires

(a) Cash flows classified into operating, financing and investing activities

(b) All flows to be shown for an accounting period

(c) Cash inflows and outflows to be disclosed separately

(d) All of these √
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