4. Finance
Multiple choice questions (tutor)
[bookmark: _Hlk103075646]Which one of the following is the level of money a business earns from trading operations? 
a. Net profit
b. Gross profit
c. Sales turnover
d. Current assets


[bookmark: _Hlk103004441]Which one of the following is the most likely description of a balance sheet in a business?
a. A snapshot of the business’s profitability at a point in time
b. A statement of the business income and expenses
c. A balance of the stock in hand left after sales
d. The cash balance left in the bank account


[bookmark: _Hlk103006082]At what point is a business at break-even point?
a. When it pays more than it’s making
b. When it’s making no profit and no loss
c. When it’s managing to make a net profit
d. When it’s managing to make a gross profit


Which one of the following describes the cash flow statement?
a. Predicts all the cash flowing into the business
b. Predicts all the cash going in and out of the business  
c. Measures all the cash going in and out of the business
d. Measures all the cash flowing out of the business


[bookmark: _Hlk103077142]What is the main role of financial reporting? 
a. To provide averages and simple statistics
b. To decrease the cash flows of the business
c. To demonstrate how the business metrics work
d. To communicate financial information to its users



[bookmark: _Hlk103077455]What are the three main financial statements in financial reporting?
a. Income statement/balance sheet/cash flow statement
b. Income statement/cash flow statement/annual report
c. Income statement/shareholder dividends/owners’ equity 
d. Income statement/balance sheet/financed by owners’ equity 


Which one of the following is most likely to be a stakeholder with strategic decision-making interests?
a. Customers
b. Employees
c. Suppliers
d. Managers


[bookmark: _Hlk103008916]What is the net profit margin for the company results reported below?

	Extracts
	£m
	£m

	Total sales turnover
	22,532
	

	Cost of goods sold
	6,501
	

	Gross profit
	
	16,031

	Other operating expenses
	12,173
	


 
a. 71.1%
b. 28.8%
c. 31.7%
d. 17.1%

Tutor check: (Gross profit – Other operating expenses)/Total revenues * 100 (1)
(16 031-12 173) (1)/22 532 * 100 (1) = 17.1%

What is the main advantage of using owner’s capital when starting up a business?
a. No impact on family finances
b. No interference from mentors
c. No interest payments charged
d. No other investment needed


[bookmark: _Hlk103060461]Which one of the following is the definition of hire purchase?
a. A monthly agreement to use and own equipment on receipt of final payment
b. An agreement to borrow a large sum of money to purchase vital equipment
c. A monthly agreement to pay for the use of equipment but never ever own it 
d. An agreement to use equipment in return for the repair and maintenance of it

[bookmark: _Hlk103061282]
[bookmark: _Hlk103079592]Which one of the following is most likely to be used to describe government funding that is not expected to be repaid?
a. Gift
b. Grant
c. Credit
d. Donation


Which one of the following is a disadvantage of venture capital to fund a business?
a. Take over the running of the business
b. Takes a % of equity ownership in the business
c. Risks owner’s personal assets to secure finance
d. Introduces own leadership style to run the business their way


Which one of the following is the correct definition of business expenditure? 
a. The pricing policy of the goods/service it has for sale
b. The total credit received at the time sales are made
c. The act of paying for goods/service using cash or credit
d. The receipts used to record how much has been spent


Which one of the following describes the type of expenditure a farmer would be using to buy a new combine harvester?
a. Deferred revenue expenditure
b. Overhead expenditure
c. Revenue expenditure
d. Capital expenditure
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Which one of the following is a correct statement about fixed costs?
a. Costs reduce when output reduces
b. Costs change when output changes
c. Costs stay the same at any level of outputs
d. Costs increase with any change in outputs 


What is meant by the term ‘purchasing economies of scale’?
a. Buying just in time to save storage 
b. Buying in bulk and receive a discount
c. Buying in advance to guarantee delivery 
d. Buying enough for a specific production run


Which one of the following is the main purpose of double entry bookkeeping?
a. To reduce the corporation tax burden of a business 
b. To inflate the value of a business when it is up for sale
c. To ensure partners pay equally for their business share  
d. To record assets, trading levels and profitability of a business


[bookmark: _Hlk103066683]Which one of the following is the correct version of the accounting equation formula? 
a. Capital + Liabilities = Assets
b. Capital + Assets = Liabilities
c. Liabilities + Assets = Capital
d. Capital = Liabilities


[bookmark: _Hlk103081644]Which one of the following is the main purpose of tracking and controlling revenues and expenses?
a. To increase the budgets when expenses rise
b. To see what the business funds are being spent on
c. To check the sales levels are staying within the budget
d. To check all expenses are being claimed by the managers  


Which one of the following describes a credit risk to a business? 
a. Owners give up a share of their business in return for credit
b. Goods that are paid for in advance but never delivered
c. Owners use home or car to raise credit to buy goods
d. Not enough credit with the bank to pay suppliers
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