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1. Depreciation is:
   C. When an asset loses value over its life.

2. Capital is:
   B. Money invested into a business.

3. A variable cost:
   A. Graph 1

4. Fixed cost per unit:
   B. Graph 3

5. Stepped fixed cost:
   D. Graph 2

6. Fixed cost:
   B. Graph 3

7. A fixed cost is:    A. A cost that does not vary directly with an increase or decrease in activity.

8. The cost of running a photocopier for a business will normally be classified as:
   A. A semi-variable cost.

9. A variable cost:
   D. A cost that varies with output.

10. What are drawings?
    B. Money taken out of the business for personal use.

11. Which of the following are true of marginal costing?
    B. ii) only

12. Define Break-even:
    The break-even point is where total revenues equal total costs, resulting in neither profit nor loss. This is the level of sales at which a business covers all its costs.

13. **Advantages and Disadvantages of Break-even**:

**Advantages**:
1. **Clear Target**: Provides a clear financial goal for businesses to achieve in order to cover costs.
2. **Decision Making**: Helps in making informed decisions about pricing, production levels, and product mix.
3. **Financial Planning**: Assists in financial planning and assessing the impact of changes in costs or sales volume.

**Disadvantages**:
1. **Simplistic Assumptions**: Assumes that costs and revenues are linear, which might not be true in real scenarios.
2. **Fixed Costs**: Assumes that all fixed costs remain constant, ignoring potential changes over time.
3. **Single Product Focus**: Not always effective for businesses with multiple products or services.

14. **Difference between Discount Allowed and Discount Received**:
- **Discount Allowed**: A reduction in the selling price given by a seller to a buyer as an incentive for early payment.
- **Discount Received**: A reduction in the purchase price received by a buyer from a supplier as an incentive for early payment.

15. **Straight Line Depreciation**:
- Straight line depreciation is a method where the asset’s cost is evenly spread over its useful life. This means the same amount is depreciated each year.

16. **Reducing Balance Depreciation**:
- Reducing balance depreciation is a method where a fixed percentage is applied to the remaining book value of the asset each year, resulting in decreasing depreciation charges over time.

17. **Define a Debit Payment and a Credit Payment**:
- **Debit Payment**: An amount deducted from an account, representing an expense or asset acquisition.
- **Credit Payment**: An amount added to an account, representing income or liability settlement.

18. **Profit and Loss Account**:
- A profit and loss account shows the revenues, costs, and expenses over a specific period, ultimately showing the net profit or loss for that period.

19. **Balance Sheet**:
- A balance sheet shows a snapshot of a company’s financial position at a specific point in time, detailing assets, liabilities, and shareholders’ equity.

20. **Long-term Liability**:
- Long-term liabilities are obligations that are due beyond one year. Example: a mortgage or a long-term loan.

21. **Accounting Ratios**:
- Accounting ratios are financial metrics used to evaluate a company's performance, financial health, and operational efficiency. Examples include liquidity ratios, profitability ratios, and solvency ratios.

22. **Books of Prime Entry**:
- Books of prime entry are the initial records where financial transactions are first recorded before being posted to the ledger accounts. Examples: cash book, sales journal, purchase journal.

23. **Asset**:
- An asset is a resource owned by a business that is expected to bring future economic benefits. Example: property, machinery, or cash.

24. **Trial Balance**:
- A trial balance is a report that lists the balances of all ledger accounts at a particular point in time, used to check the accuracy of bookkeeping entries.

25. **Difference between an Accrual and Pre-payment**:
- **Accrual**: An expense or revenue recognized in the books before it is paid or received.
- **Pre-payment**: An expense paid in advance before the actual service or benefit is received.

26. **Depreciation Calculation**:
- Cost of the vehicle: £17,000
- Annual Depreciation Rate: 12%
- Depreciation per year: £17,000 * 12% = £2,040
- Total Depreciation over 4 years: £2,040 * 4 = £8,160
- Depreciation value at the end of 4 years: £17,000 - £8,160 = £8,840

Therefore, the total depreciation value at the end of 4 years is £8,160, and the remaining book value of the vehicle is £8,840.

Gem Gallery Jewellers

Profit and Loss Account for the year ended 31st December 2012

Total Sales:

	•	Sale of jewellery: £35,000
	•	Sale of watches: £26,500
	•	Repairs to customers’ watches: £5,750

Total sales: £67,250

Cost of Sales:

	•	Cost of these sales: £35,200

Gross Profit:

Total sales (£67,250) - Cost of sales (£35,200) = £32,050

Expenses:

	•	Wages and salaries: £10,000
	•	Rent, rates, and insurance: £8,000
	•	Light, heat, and power: £3,000
	•	Telephone and broadband: £900

Total expenses: £21,900

Net Profit:

Gross profit (£32,050) - Total expenses (£21,900) = £10,150

Here is the detailed layout of the Profit and Loss Account:

Description	Amount (£)
Total Sales	
Sale of jewellery	35,000
Sale of watches	26,500
Repairs to watches	5,750
Total Sales	67,250
	
Cost of Sales	
Cost of these sales	35,200
Gross Profit	32,050
	
Expenses	
Wages and salaries	10,000
Rent, rates, insurance	8,000
Light, heat, power	3,000
Telephone, broadband	900
Total Expenses	21,900
	
Net Profit	10,150


