END OF YEAR EXAM	
By Ciprian Borcea 


1. What is Depreciation?
C) When an asset loses value over its life.

2. What is capital? 
B) Money invested into a business.

3.A variable cost graph: a) graph 1 

4.Fixed cost per unit graph:  c) graph 4

5. stepped fixed cost graph:  d) graph 2 

6. fixed cost graph: b) graph 3 

7. A fixed cost is: 
A) a cost that does not vary directly with an increase or decrease in activity.

8. The cost of running a photocopier for a business will normally be classified as: 
A) a semi-variable cost.

9. A variable cost:
D) A cost that varies with output.

10. What are drawings?
B) Money taken out of the business for personal use.

11. Which of the following are true of marginal costing?
B ii) only


12. Define Break-even: The sales level at which total revenues and total costs reach equilibrium and there is no profit or loss is known as the break-even point.

13. What are the advantages and disadvantages of break-even?
Advantages: 
1. Break-even provides a realistic image of a company's potential to turn a profit.
2. Can set targets for the business which can raise the moral of employees. 
3. Can take decisions upon price changing. 
4. The business will know how many items it must sell to break even.
5. Is an easy way to calculate profit or loss.

Disadvantages: 
1. Target sets can be too high making employees feel stressed.
2. Predicted sales might not be achieved, even if the business has a break-even point analysis.
3. You cannot take account of changing in costs or the selling price of the items.

14. "Discount allowed" describes price reductions offered by the seller to the customer, usually in an effort to promote on-time payment. It means that the seller will make less money. On the other hand, "discount received" represents a decrease in the purchase price that the seller has provided to the customer, resulting in lower costs for the buyer. It shows a drop in the price of the items bought or the costs paid. Essentially, the buyer views the discount as received, while the seller views the discount as allowed.

15. what is straight line depreciation? 
Using straight-line depreciation allows you to spread an asset's cost equally throughout the course of its useful life. It depends on the annual depreciation expenditure being consistent, with the same amount subtracted from the asset's purchase price.

16. What is reducing balance depreciation?  
Under the reducing balance method of depreciation, the asset book value is used as the fixed percentage rate at which depreciation is calculated.  As a result, the asset's first years' depreciation costs increase in ratio to its increased productivity. Depreciation decreases in proportion to the assets' decreasing useful lives.

17. Define a debit payment and a credit payment.
A debit payment occurs when money is taken out of a bank account, lowering the account's balance. A credit payment, on the other hand, is using credit or borrowed money to make a purchase, which raises the amount of debt or the amount owing to the creditor.

18. A profit and loss statement, usually for a month, quarter, or year, displays the financial performance of the firm throughout that time.






19. A balance sheet shows a company's financial position by detailing its assets, liabilities, and equity at a specific point in time.

20. A financial obligation that is due more than a year after the reporting date is referred to as a long-term liability. A bank loan with a multi-year payback schedule is an example of a long-term debt.

21. Accounting ratios are quantitative measurements that are used to compare multiple financial variables, such as profitability, liquidity, solvency, and efficiency, in order to assess different facets of a company's financial performance, health, and efficiency.

22. Specialised journals called prime entry books are used to record particular kinds of transactions before they are posted to the the primary log.

23. A resource that has financial value and is expected to provide future advantages is called an asset. Gym equipment, for instance.

24. To make sure that debits and credits are equal, a trial balance is a financial statement that shows every account in the general ledger together with its current balance.

25. A prepayment is the payment for goods or services before they are received or used, whereas an accrual is income received or costs spent but not yet recorded.

26. £17,000 × 12% = £2,040
£2,040 × 4= £8,160

27. Year 1:
Depreciation Expense = £21,000 × 0.15 = £3,150

Year 2:
Depreciation Expense = £17,850 × 0.15 = £2,677.50

Year 3:
Depreciation Expense = £15,172.50 × 0.15 = £2,275.88

Year 4:
Depreciation Expense = £12,896.62 × 0.15 = £1,934.49

Year 5:
Depreciation Expense = £10,962.13 × 0.15 = £1,644.32

Total Depreciation: £11,682.19











  


