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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.

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.


[bookmark: _Hlk103586580]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 shows how many sales it takes to pay for cost of doing business. Break even is the point at which a business is not making any profit or loss. Can be shown on a break even chart. 



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

· The business knows how many items must be sell in the order to break even
· Informs decision on what price to charge
· Can set targets which will motivate employees
· Can identify it cost are too high allowing
· Easy way to calculating profit or loss at different level of output


DISADVANTAGES OF BREAK-EVEN

 -Does not take account of variations in costs or selling price
-Forecast sales may not be achieved and hance even though the break even point is known, it may not be achived
-Targets set may not be to high 
- Creating stress


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

Discount allowed is when the seller of goods or services grants a payment discount to a buyer and discount received is the reduction in purchase price received by the buyer, on the goods bought or services availed from the seller.




15   What is straight line depreciation? (2 marks)

Is a common method of depreciation where the value of a fixed asset is reduced over its useful time.



16   What is reducing balance depreciation?  (2 marks)
Is a method of calculating depreciation whereby asset is expensed as a set percentage each accounting period.



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

Under double entry accounting system transactions are recorded through debit and credit. Debit means left and credit means right. This means that every financial transaction is recorded on at least two accounts.
The general rules is: to increase an asset you debit it, and to decrease an asset you credit it.


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

Income- expenses = profit or loss
Profit or loss account shows the revenue and losses of a business over a given period of time.


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

Asset-Liabilities= Capital
Balance sheet is a statement which is preparing at the end of the year. It shows the balances of assets and liabilities at the end of the year.



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

Long term liabilities are debts a company owes third part creditors that are payable beyond 12 months.Example: mortgages, car payments or other loans.



21 What are accounting ratios?  (2 marks)


A accounting ratios is a relative magnitude of two selected numerical values taken from an enterprises financial statement.

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

In a typical business there will be a great number of transactions to recorded an a daily basis:
Credit sales and purchases
Cash sales
Purchases
Expenses and others day to day transactions



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


Asset can be classified as current or noncurrent. An asset is considered current it is for sale, if it can be realized within 12 months from the end of the accounting period. Example cash, Inventories and prepaid expenses, property



24 What is a trial balance? (2 marks)A

A trial balance is a list of all the general lender accounts contained in the lender of a business.
Trial balance is used for example for checking the arithmetic accuracy of accounting entries.




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

An accrual arises where expenses of the business, relating to the year, have not been paid by the year end and prepayment arises where some of the following years expenses have been paid in the current year. 
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