Financial Reporting BMBM5011
Accounting Framework & Concepts / Financial Statements
Questions 
Question 1. 
Instructions
Define “materiality”.

Question 2. 
Instructions
Which of the following statements is FALSE?
a) Management must assess a company’s ability to continue as a going concern for a period which is at least 12 months from the date the accounts are approved.
b) If there are material uncertainties which cast significant doubt on whether a company can continue to operate in the future, the accounts should not be prepared on a going concern basis.
[bookmark: _GoBack]c) The break up basis is an alternative basis which may be used when the company is not regarded as a going concern.

Question 3
Which three components of a complete set of financial accounts are missing from the following list?
· An auditors’ report
· A Statement of changes in equity
· A statement of cash flows
· An income statement
· A statement of financial position
· A directors’ report

Question 4
What should the directors of a company do in the rare circumstances when a specific requirement of accounting standards is contrary to the overall Companies Act 2006 requirement to show a true and fair view?

Question 5
Which of the following may be included in the reconciliation of profit to net cash inflow from operating activities in the notes to the Statement of Cash Flows? 
· Increase in debtors
· Decrease in stock
· Proceeds from issue of share capital
· Depreciation

Question 6
What is the overall objective of financial accounts?

Question 7
Which of the statements below best describe the qualitative characteristic of “Reliability”?
1. Information is reliable when it is relevant to the decision-making needs of users.
2. Information is reliable when it is complete in all material respects.
3. Information is reliable when it is available in time to be capable of influencing the decisions of users.
4. Information is reliable when it is free from material error and bias and it represents faithfully what it claims to represent.
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