[bookmark: _Hlk112052870]4. Finance
Worksheet 11: Forms of expenditure (tutor)
[bookmark: _Hlk100741107][bookmark: _Hlk100744988]1.  State one alternative term for ‘expenditure’.
Any one of the following alternative terms:
· Cost
· Outlay
· Charge
· Spending
· Outgoings
· Disbursement

[bookmark: _Hlk100915744]Describe what is meant by a capital expenditure.
A capital expenditure means an organisation buys an asset with a life expectancy of more than one year. 
Accept any reasonable, developed response that demonstrates knowledge and understanding of capital expenditure.

Explain, with an example, what is meant by revenue expenditure.
Revenue expenditure is short term within one year, for example bringing in a specialist to help solve a problem.
Accept any reasonable, developed response that demonstrates knowledge and understanding of the meaning of revenue expenditure with a relevant example.

[bookmark: _Hlk100741670]Explain what is meant by the term deferred revenue expenditure.
Deferred revenue expenditure is when the business pays for something in advance but doesn’t take ownership immediately, it is shown as an asset in the balance sheet. 
Accept any reasonable, developed response that demonstrates knowledge and understanding of what is meant by deferred revenue expenditure.

[bookmark: _Hlk101444303][bookmark: _Hlk100741992]Explain what kind of costs change when more units are produced.
Variable costs will change because it will take more raw materials to produce more units. 
Accept any reasonable, developed response that demonstrates knowledge and understanding of variable costs.

[bookmark: _Hlk101627685][bookmark: _Hlk100916530]Describe what is meant by economies of scale.
Economies of scale can be gained in large businesses by creating efficiencies because of their size and reduce the average cost per unit of production.
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Accept any reasonable, developed response that demonstrates knowledge and understanding of economies of scale.


[image: A picture containing text, clipart

Description automatically generated]Page 1 of 1                       © 2022 City and Guilds of London Institute. All rights reserved.	
[bookmark: _Hlk101627864]Identify one of the main types of economy of scale.
Any one of the following:
· Technological economies
· Specialism economies
· Purchasing economies

Explain what financial economies of scale a large business may be able to access.
Financial economies of scale may mean a larger business can get a bank loan more easily at a much lower rate than a small business because it is less likely to get into financial difficulties.
Accept any reasonable, developed response that demonstrates knowledge and understanding of financial economies of scale.

[bookmark: _Hlk101628228]Describe what is meant by the term ‘staff payroll’.
Staff payroll is the full list of all employees and how much they earn in a given time period, paid on a specific date.
Accept any reasonable, developed response that demonstrates knowledge and understanding of the term ‘staff payroll’.

[bookmark: _Hlk100743050]Explain how an employer knows how to calculate the correct amount of income tax in an employee’s payslip.
Income tax is calculated individually for each employee based on the tax code sent out by HMRC.
Accept any reasonable, developed response that demonstrates knowledge and understanding of how income tax is calculated.

[bookmark: _Hlk101628539]Explain what the charges for energy utilities will be based on for a business. 
The energy costs will be based on the size of business premises and annual usage of the energy.
Accept any reasonable, developed response that demonstrates knowledge and understanding of how utilities are charged.

[bookmark: _Hlk101628715]Explain why a business would want to take out commercial insurance. 
Business insurance reduces the risk of financial loss if the owners or staff of the business make a mistake and the business gets sued by a customer.
Accept any reasonable, developed response that demonstrates knowledge and understanding of why a business takes out insurance. 
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