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· Exam Questions –[image: ]
1.  C
2.  B
3.  A (Graph 1)
4.  C (Graph 4)
5.  D (Graph 2)
6.  D (Graph 3)
7.  A - A cost that does not vary directly with an increase or decrease in activity 
8.  A – A semi-variable cost
9.  D – A cost that varies with output
10. B – Money taken out of a business for personal use
11. B – II only

12. Break Even is the point in which total costs and total sales revenue become equal, covering all the costs of investment without yet making any profit

13. Advantages: Break-even charts help a business to understand how much they need to sell in a time to make profit – This allows a business to plan accordingly how much raw materials and labour they will need to make profit, it also helps to inform investors which helps a business to receive more investment capital to grow

Disadvantages: A break-even chart cannot predict unforeseen circumstances in a business such as destroyed equipment causing costs to rise or falls in demand in the businesses market, the break-even chart is also not a reliable long term tool for understanding profitability as they quickly become out of date. They also take additional time and money to create which detracts from profits

14. Discount allowed is what is given to a customer or stakeholder to decrease their costs at the expense of the business
Discount received is when the business is given a discount that is used to reduce costs

15. Straight line depreciation    
(This is where the amount of depreciation is the same every year)

16. Reducing balance depreciation is when the value of an asset declines at a percentage with each period so the total depreciation amount per period will gradually decline over time

17. A debit payment is a payment that is given in full straight away. A credit payment is where the amount is agreed upon and is paid later with the added cost of interest

18. A profit and loss account shows where the business is generating and losing profit over time, the account contains sales data and fixed/variable cost data

19. A balance sheet shows how much revenue the business is taking in over a set period

20.  A long-term liability is an expense to a business that is held onto for more than 12 months i.e., Mortgage payments

21.  Accounting ratios are what the business calculates to determine their overall profitability. A healthy ratio would be 1:2 (1 being total costs and 2 being total revenue)

22.  The books of prime entry are where the information of the business’s activities are recorded and stored. These books are Cash Receipts, Cash Payments, Sales Day, Purchases Day, and Petty Cash

23.  An asset is something a business owns i.e. A computer
 
24.  A trial balance is where the formulas for calculating profit and loss are stored and checked for accuracy

25.  An accrual is an additional expense the business collects for operating i.e., Electricity,
 A pre-payment is when a business pays for a service or assets before receiving it  
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