

[image: ]
 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.

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)

Break even is the point at which a business is neither making a profit nor a loss.  Example - If a business was to sell one more unit they would make a profit and one less would create a loss.


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

Advantages
· You know how much you must sell to break even/make a profit
· It can help you make decisions on pricing
· You can set targets based on making a profit
· Easy way to calculate profit and loss
Disadvantages
· Changes to costs are not accounted for
· Can create an environment where targets are too high
· You may not achieve your targets

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

Discount allowed in the discount a business is giving to its customers and discount received is the discount a business is getting from suppliers. Example – Discount allowed would be when a customer purchases 1000 units from you and you give them a discount per unit.  Discount Received would be if the business purchased 1000 units for a supplied and received a discount those units.


15   What is straight line depreciation? (2 marks)

Straight line depreciation is when the value of the asset decreases over time, so the percentage of depreciation is calculated from the original cost of purchase – Example a motor vehicle depreciates by 20% a year over 5 years, the amount of depreciation is always the same





16   What is reducing balance depreciation?  (2 marks)

Reducing balance depreciation is where the depreciation is calculated based on the value of the asset after the previous year – Example a motor vehicle depreciates by 20% a year, however the amount calculated is based on the previous years figure after depreciation.


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

Debit Payment – This is a payment made by the business - Example – to a supplier
Credit Payment – This is a payment made into the business – Example – For good purchased


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

A Profit and loss account shows the Credits and Debits for the business in the given period, this is how a business is able to calculate if it is profitable.


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

Balance sheet shows all of the Debit and Credit for the business, this will show the business if their accounts have balanced with their day-book and Profit and loss.


20   What is a long-term liability? State an example.  (2 marks)

A Liability that has been with the business for over 12 months, an example of this would be rent or business rates. 


21 What are accounting ratios?  (2 marks)

Account ratios are how a business knows if its profitable and if it should invest those profits so as not to be too cash rich, the best ratio for a business is 2:1 Profit:Loss


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

Books of prime entry are how a business records its transactions, these are also known as day books.


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

An asset is something a business has that has a value, Example – a motor vehicle will be an asset to a business as it will have a monetary value this is also a depreciating asset.  Other assets can include computers, desks, chairs and buildings.


24 What is a trial balance? (2 marks)

Trial balance is a way of checking the that the figures for the business add up correctly


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

Accruals are bills that come into the business to be paid over the period, prepayments are money that is “put aside” to cover a bill at the end of the period example – Telephone bill will be classed as an accrual as it will be paid after receiving the bill.  Business insurance could be a prepayment as the amount will be accounted for each month to cover the cost of the insurance on an annual basis.
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