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Question 1
If assets are A, liabilities are L, and capital is C, which of the following formulae describes assets?
A. A = C + L
B. L /C = A

C. C / L = A
D. A = L – C
E. None of these

Question 2
Which of the following statements is correct? 
A. Profit-making businesses should always keep debt levels to a certain minimum

B. Profit-making businesses should always keep debt levels to a certain maximum
C. Profit-making businesses should always keep debt levels the same as equity
D. Profit-making businesses should always avoid debt if possible
E. None of these

Question 3
Which of these statements is correct?

A. In accounting terms, the long-term is five years or more
B. In accounting terms, the long-term is 10 years or more
C. In accounting terms, the long-term is two years or more
D. In accounting terms, the long-term is one year or more
E. None of these




Question 4
Which of the following is not a current asset?
A. Inventory of stock

B. Prepayments
C. Cash
D. Trade payables
E. None of these

Question 5
Which of the following is not a non-current asset?
A. Patents
B. Brand value

C. Machinery
D. Motor vehicles
E. None of these

Question 6
Which of the following is the formula for working capital?
A. Current liabilities + current assets

B. Net assets – current liabilities
C. Current assets – current liabilities
D. Non-current assets – non-current liabilities
E. None of these 

Question 7
Which of the following is not a non-current liability?
A. Debenture

B. Mortgage
C. Overdraft
D. Commercial paper
E. None of these





Question 8
Which of these statements is correct?
A. Gross profit margin measures how well expenses and overheads are managed
B. Net operating profit margin measures how well sales and costs of sales have been managed

C. Gross profit margin measures how well non-current assets have been managed
D. Net profit margin measures how well expenses and overheads have been managed
E. None of these

Question 9
Which of the following items is not included in the statement of financial position (balance sheet)?
A. Inventory of stocks

B. Depreciation
C. Trade receivables
D. Finance charges
E. None of these

Question 10
Which of the following statements is correct?
A. Financial accounting is forward-looking

B. Management accounting is backward-looking
C. Financial accounting is for external consumption
D. Management accounting is for external consumption
E. None of these

Question 11
If £1000 is invested at 6% per annum for three years, what will the total investment be worth?
A. £1119.02
B. £1118.04

C. £1066.02
D. £1016.06
E. None of these




Question 12
If a firm’s cost of capital is 7.4%, what discount rate would it use for its capital investment decisions?
A. 3.7%

B. 5.4%
C. 3.4%
D. 7.4%
E. None of these

Question 13
If an annual interest rate of 12% is charged quarterly to a loan of £2,500, how much interest would be charged in the first year?
A. £150.00
B. £313.77
C. £1,433.80

D. £358.50
E. None of these

Question 14
Which of the following methods of investment appraisal methods does not take into account the time value of money?
A. Average rate of return (ARR)
B. Profitability index (PI)
C. Internal rate of return (IRR)

D. Net present value (NPV)
E. None of these











Question 15
What is the net present value of cash flows shown in the table below, using a discount rate of 7.5%?
	Year 0
	-25,000
	
	

	Year 1
	   6,000
	
	

	Year 2
	 15,000
	
	

	Year 3
	   8,000
	
	



A. £27415.95
B. £2415.95

C. $25,000.59
D. £2514.59
E. None of these

Question 16
In 2018 a firm’s cost of sales was £789,500, in 2020 it was £80,100, and in 2019 the figure was £799,800. What is the percentage change or relative difference between 2018 and 2020?
A. 10.47%
B. 1.47%
C. 7.41%

D. 4.71%
E. None of these

Question 17
In 2019 a firm’s trade payables days were 36 and its trade receivables were 40. In 2020, its trade payables days were 45 and the trade receivables days stayed the same. Which of the following statements is correct?
A. Working capital management worsened in 2020
B. Working capital management improved in 2020
C. Working capital management did not change between 2019 and 2020

D. There is not enough information to make an evaluation
E. None of these







Question 18
Which of the following statements is correct?
A. The current ratio measurement of a firm’ working capital should always be 2.5 or above
B. The acid test ratio of firm’s working capital should always be above 1.7 or above

C. The cash ratio of a firm’s working capital should always be 1.0 or above
D. The inventory turnover ratio should always be 20 days or more
E. None of these

Question 19
Which of the following statements is correct?
A. A firm’s charge for depreciation of its non-current assets should conform to industry standards
B. A firm’s charge for depreciation of its non-current assets is regulated by the International Accounting Standards Board (IASB)
C. A firm’s charge for depreciation of its non-current assets should be a fixed percentage rate for each type of asset
D. A firm’s charge for depreciation of its non-current assets is for the management to decide 

E. None of these

Question 20
Which of these statements is correct?
A. The accumulated depreciation for non-current assets charge is entered in the income statement
B. The annual depreciation charge for non-current assets is entered in the statement of financial position
C. The accumulated depreciation for non-current assets charge is entered in the statement of financial position
D. The annual depreciation charge for non-current assets is entered in the cash flow statement

E. None of these
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