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Q1.Differentiatebetweencurrentassetsandfixedassets,inyourownwordswithexamples.

Currentassets:Assetsthatcaneasilyconvertedintocashinshortterm.

Forexamplescashandcashequivalent,accountreceivable,inventoryetc.

FixedAssets:Alltangiblepropertiesandequipmentthatabusinessusestoproduceincomeforlong

term.

Itcannotbesoldorconvertedtocashinoneyear.

Examples:

Landandbuildings

Plantandmachinery

Computetandsoftware

Vehicles

FurnitureandFixture

Q2:Supposeyouareabankmanagerandacompanyisrequestingforlone,soonwhat

grounds,willyoutakeyourfinaldecisiontoapproveordenyitsrequest?

Ans:Behalfofcompanystatementoffinancialpositionandpreviousrecord.

Or

Ifacompanyfullfilltherequirementsofbankpolicies,Managetcanapprovetheirloanrequest.



Q3.

Sol..

ButterMilk

Balancesheet

February30,2020

Assets:

CurrentAssets:

Cash...............................$7,400

AccountReceivable.............................$1,250

Land..............................$55,000

FurnitureandFixture...............................$20,000

Supplies................................$3,440

Building................................$45,000

Totalassets...................................................$132,090

Liabilities:

Accountpayble..................8,000

NotesPayable...................$70,000

Totalliabilities......................................$70,000

OwnerEquity........................................$54090

Totalownefequity.............................$54,090



Q4.Whatisbthedifferencebetweencashflowstamentandincomestatement.

Explaininyourownwordswithexamples.

Cashflowstament:itisfinancialstatementwhichhelpsinunderstandingthenetcashinflowaswellas

thenetcashoutflowduringanaccountingperiod.

Forexample

Inflow:universityfees,admissionfees,hostalfeesetc

Outflow:salaries,electing,repairandmaintenanceetc

Incomestatement:asummaryofafirm,revenueandexpanditureoveraspecificperiod,endingwiththe

invomeorlossforaperiod.

Q5.Whatvarethedebitandcreditrules,explaininyourownwords.

Rulesofdebitandcredit

(1).Assetaccounts:

Normalbalance:Debit

Rule:Anincreaseisrecordedonthedebitsideandadecreaseisrecordedonthecreditsideofallasset

accounts.

(2).Expenseaccounts:

Normalbalance:Debit

Rule:Anincreaseisrecordedonthedebitsideandadecreaseisrecordedonthecreditsideofall

expenseaccounts.

(3).Liabilityaccounts:

Normalbalance:Credit

Rule:Anincreaseisrecordedonthecreditsideandadecreaseisrecordedonthedebitsideofallliability

accounts.

(4).Revenue/Incomeaccounts:

Normalbalance:Credit

Rule:Anincreaseisrecordedonthecreditsideandadecreaseisrecordedonthedebitsideofall

revenueaccounts.



(5).Capital/Equityaccounts:

Normalbalance:Credit

Rule:Anincreaseisrecordedonthecreditsideandadecreaseisrecordedonthedebitsideofallequity

accounts.

Q6.Howmanytypesofpeopleusefinancialdataforwhatpurposes?Explaintypesinyour

ownwords.

Therearefourtypesofpeopleswhoseusefinancialdataformanypurposes

1.Brokers:Abrokersalsousefinancialdatabgorbuyandsellsecurities.

ThesearealsocalledManagers,investmentcouncilor,investmentmanagersetc.

3.FinancialPlanners:financialplannershelpsyoumanageyourmoneyoutsideoffirm.

4.CertifiedPublicAccountants(CPAs):ManyCPAsprovidefirmperformpublicaccountingand

independentauditservices.


