1. [bookmark: _GoBack]Depreciation is when an asset loses value over its life.

2. Capital is money which is invested into a business. 
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7. A fixed cost is a cost that does not vary directly with an increase or decrease in activity.

8. Running a photocopier within a business is usually classed as a variable cost. 

9. A variable cost is a cost which varies with output. 

10. Drawings are money which is taken out of the business for personal use. 

11. Marginal cost is the cost of a product which represents the additional cost of producing an extra unit. 
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12. Breakeven shows a business the point where they are making neither a profit nor a loss. Therefore, figure above the breakeven point shows when they would start to make a profit and any figure under the breakeven point shows when they make a loss. 

13. The advantages of a break-even analysis for a business are that it can help them to determine how many products they need to sell in order to make a profit. It also shows the business if the product which they are producing is worth selling this is beneficial as they can see if they are benefiting from this product. Breakeven also shows the amount of revenue their business will make as the level of output changes. The disadvantages of the breakeven for a business is that it can sometimes be unrealistic which can make businesses gain false information. It also automatically assumes that the business will sell all of their stock which isn’t the case for many businesses. For most businesses their variable costs can change frequently which also has an impact on false information. 

14. The difference between the discount allowed and the discount obtained is that the seller grants the buyer the discount allowed. The buyer receives something from the seller, whereas the seller receives something from the buyer. The discount allowed is the expense of the seller and discount received is the income of the buyer. 

15. Straight line depreciation is the method which enables businesses to calculate depreciation over time. This allows a business to calculate the loss of value of an asset over time. 

16. Reducing balance depreciation is when the business is charged a higher rate of depreciation in the earlier years of an asset. The depreciation is declining with each accounting period for the business. 

17. A debit payment is when the money is as good as cash and can be used to may purchases. Whereas with a credit card it is based on the individual's accrued debt, it can be used to pay for goods and services. 

18. A profit and loss account shows a business whether they have made or lost money. The profit and loss account gives the business a summary of their business results over a period of time.

19. A balance sheet shows a business a summary of how well they’re doing financially at a specific point. This is broken down into assets, liabilities and equity. 

20. Long term liability is a liability which is due longer than the usual operating year of the business. An example of this could be deferred tax liabilities such as a mortgage or any car payments. 

21. Accounting ratios are used to assess a company's efficiency and profitability based on its financial statements. accounting ratios show the relationship between different accounting data points. 

22. The books of prime entry are when a business's transactions which are made are recorded for the first time this is before they’re then transferred to other ledger accounts. 

23. An asset is something which can be used to produce economic value to a business. Assets are anything that a business can convert into cash. An example of this could be trademarks, account receivables, and buildings. 

24. A trial balance is a list of all the general ledger accounts in a company's ledger. In a trial balance the debit and credit sides are always equal.

25. Payments made in advance for products and services that are expected to be given or used in the future are known as prepaid expenses. Prepaid expenses are treated as assets on the balance sheet, whereas accrued expenses are treated as liabilities.






