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 BMSP4006
Financial Management and Accounting

EXAM

Monday 16th May 9.30am-11.30am.


Please submit your answers to the EXAM Turnitin link at 11.30am TODAY.






Joy James 

You must include all your workings.

MULTIPLE CHOICE QUESTIONS
1	What is Depreciation?  (1 mark)
A	When assets increase in value.
B	When assets decrease in value.
C	When an asset loses value over its life.
D	When an asset is sold.
2	What is Capital? (1 mark)
A       Money gained from sales.
	B	Money invested into a business.
C	Money into business savings account.
D	Capital is classed as revenue.

 

The following information relates to Questions 3 to 6.



Which one of the above graphs illustrates each cost described in the following questions? (1 mark)
3	A variable cost:
A	Graph 1
B	Graph 3
C	Graph 4
D	Graph 2

4	 Fixed cost per unit: (1 mark)
A	Graph 1
B	Graph 3
C	Graph 4
	D	Graph 2

5	Stepped fixed cost: (1 mark)
A	Graph 1
B	Graph 3
C	Graph 4
D	Graph 2

6	Fixed cost:   (1 mark)
A	Graph 2
B	Graph 4
C	Graph 1
D	Graph 3

7	A fixed cost is: (1 mark)
A	a cost that does not vary directly with an increase or decrease in activity.
B	a cost that varies directly with an increase or decrease in activity.
C	a cost that can be directly attributable to a cost unit.
D	a cost that only applies to a manufacturing organisation


8	The cost of running a photocopier for a business will normally be classified as: (1 mark)
A	a semi-variable cost.
B	a variable cost.
C	a fixed cost.
D	a stepped fixed cost.


9	A variable cost:  (1 mark)
A 	A cost that remains the same always.
	B	A cost that increases by a short amount every month.
C	A cost that decreases by a short amount every month.
D	A cost that varies with output.


10     What are drawings?  (1 mark)
A	Money spent on expanding the business.
B	Money taken out of the business for personal use.
C	Money paid out to suppliers.
D       Money given to shareholders.


11   Which of the following are true of marginal costing?   (1 mark)
i) The marginal cost of a product includes an allowance for fixed production costs.
ii) The marginal cost of a product represents the additional cost of producing an extra unit.
iii) If the inventory increases over a year, the profits under absorption costing will be lower than with marginal costing.
iv) Includes part of the fixed cost
        A    	i) and iv) only
        B	ii) only
        C	ii) and iii) only
        D	i), ii) and iii)


12    Define Break-even  (2 marks)

Breakeven is when total costs and total revenue are equal. 

[bookmark: _GoBack]There is no profit or loss. The business breaks even.


13    What are the advantages and disadvantages of break-even? (6 marks)

Advantages of breakeven are 
it allows the business to see how much it needs to make a profit, so gives control over the business. 
It allows the business to set targets. 
It allows the business to plan and make decisions on what is selling and what is not.
It allows the business to monitor the sales and fixed or variable costs.

Disadvantages are

It can put stress on staff by trying to reach targets
It doesn’t always take into account varies in cost or selling price



14    What is the difference between discount allowed and discount received?  (4 marks)	 

Discount allowed is the discount given by a seller to a buyer. Would be a debit transaction

Discount received is the discount given to the buyer from the supplier. Would be a credit transaction


15   What is straight line depreciation? (2 marks)

Straight line depreciation is when an asset reduces in value over its useful life due to wear and tear etc and is calculated at the same value of depreciation every year.

16   What is reducing balance depreciation?  (2 marks)

Reducing balance depreciation is when an asset reduces in value over its useful life due to wear and tear etc and is calculated at a different value of depreciation each year. This means that the value of depreciation will be higher in the initial years and as the value of the item reduces so will the value of depreciation.

17   Define a debit payment and a credit payment.  (2 marks)

A debit payment is when something is bought and a payment  is made instantly from the bank like paying by cash.

A credit payment is when something is purchased and a payment is made later over a period of time.



18   What does a profit and loss account show?  (2 marks)

A profit and loss account is a financial report that shows the revenue a business does over a period of time



19   What does a balance sheet show?   (2 marks)

A balance sheet is a statement which shows the assets and liabilities of a business as well as the capital the business holds. It also details income and expenditure.



20   What is a long-term liability? State an example.  (2 marks)
 
A long term liability  is an amount a business owes to a lender. A good example of this could be a business loan 


21 What are accounting ratios?  (2 marks)

Accounting ratios are the ratios that are used to calculate different levels of depreciation 


22  What are the books of prime entry? (2 marks)

Cash Receipts book
Purchase day book
Petty cash book
Cash Payments book
Discounts allowed book
Discounts given book
Sales day book




23   What is an asset? State an example. (2 marks)

An asset is something the company owns and can be current or 



24 What is a trial balance? (2 marks)

A trial balance is a statement of debits and credits of a business on a certain date.




25  What is the difference between an accrual and pre-payment? (2 marks)

An accrual  is an outstanding expenditure or income not accounted for yet. 

It is an amount that the company owes and will pay for in a few months time. 
This has to be calculated again at the monthly rate to show on the accounts.

A prepayment is an outstanding income not yet accounted for

It is a payment that has been made ahead of time e.g. council tax paid for the year and would need to be divided by 12 to get the monthly figure.
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