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Diploma, Bilingual Private Schools, Business Studies First Session — First Semester Academic Year: 2023/2024

Question One: Multiple Choice (Items 1 - 12) (12 marks)

There are 12 multiple-choice items worth one mark each.

Shade in the bubble ((O) next to the correct answer for each of the following items.

1. Revenue expenditure can be defined as:

(O Costs that often yield long-term benefits to a company.
(O Expenditure on items dedicated to expanding a business.
(O Expenditure associated with acquiring non-current assets.

(O Expense incurred for the daily operational needs of a business.

2. In considering how to fund the expansion of her bakery, Sara decided to avoid debt
and maintain full ownership. The source of finance that meets Sara’s goal is:

O A bank loan.
O Owner’s capital.
(O External investors.

O Government's funds.

3.  Which of the following is an example of variable indirect costs?

(O Rent paid for office space.
(O Depreciation on production machinery.
(O Electricity used in the manufacturing process.

(O Administrative salaries for management personnel.

4. The level of output at which the total cost equal to the total revenue is at a point
where firms make:

A loss.
A profit.

Neither a profit nor a loss.

0000

More profit compared to last year.

Do not write in this space
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Question One: (continued)

5. The margin of safety can be defined as:

(O The difference between total assets and total liabilities.
(O The level of inventory a company holds to ensure smooth operations.
(O The excess of a company’s budgeted sales over its break-even sales.

(O The percentage of revenue that a business allocates to marketing expenses.

6. A company produces X product and incurs a fixed cost of 60,000 OMR per annum.
The variable cost of each unit is 5 OMR and the selling price per unitis 15 OMR. The
Break-Even point is:

O 3000 units.
O 4,000 units.
O 6,000 units.
(O 8,000 units.

7. ABC Toys company manufactures toy cars. The fixed cost of the production is 40,000.
The variable cost per toy car is 30 OMR and the company plans to produce 1,500 toy
cars this month. The total variable cost for this production will be:

(O 40,000 OMR.
(O 45,000 OMR.
O 85,000 OMR.
O 450,000 OMR.

8. In a cash flow forecast, what is the purpose of the “opening cash balance”?
(O It represents the projected net profit for the period.
(O It shows the cash flow at the end of the forecast period.
(O It represents the total cash flow for the entire forecast period.
(O Itindicates the initial amount of cash on hand for the forecasted period.

Do not write in this space
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Diploma, Bilingual Private Schools, Business Studies First Session — First Semester Academic Year: 2023/2024

Question One: (continued)

9. A positive cash flow indicates that the business is:

(O Facing a cash deficit.
(O Spending more than it is earning.
(O Likely to experience financial distress.

(O Generating more cash than it is spending.

10. How does collecting account receivables impact the cash flow and profit of a
business?

(O Increases cash and leads to long-term profit growth.
(O Decreases cash and leads to long-term profit growth.
(O Increases cash, but has no impact on long-term profit growth.

(O Decreases cash, but has no impact on long-term profit growth.

11. The amount of money owed by customers for products that have been supplied but
for which payments have not yet been made refers to:

(O Share capital.

(O Trade payables.
O Intangible assets.
(O Trade receivables.

12. A debenture (also known as a bond) would be recorded in the statement of financial
position under:

Current assets.
Current liabilities.

Non-current assets.

0000

Non-current liabilities.

Do not write in this space
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Question Two: Extended Response (Items 13 - 24) (48 marks)

There are 12 items within this question.

Answer ALL questions in the space provided.

13.

14.

Demonstrate how a startup cleaning service might utilize an external source of
finance of your choice. (2 marks)

Mahmood is a financial manager at a furniture store that is facing a temporary
cash flow challenge due to delayed customer payments. This challenge is risking
the business’s working capital position. In brief, discuss TWO strategies on how
Mahmood can manage the trade receivables in the future to control this situation.
(2 marks)

Do not write in this space
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Diploma, Bilingual Private Schools, Business Studies First Session — First Semester Academic Year: 2023/2024

Question Two: (continued)

15. List TWO benefits of cash flow forecasting. (2 marks)

16. In the context of financial management, designate each entry listed in the table
below and put a tick (\/) under ‘cash in’ if it denotes an inflow of cash or under ‘cash
out’ if it signifies an outflow of cash. (2 marks)

Cash in Cash out

Repayment of loans

Revenue from the sale of
goods

Payment of dividends to
shareholders

Interest and dividends
received

17. Fatma is the finance manager of Tasty Foods LLC and is responsible for preparing
the financial statements. The CEO asked her to prepare a summary of the financial
statements to be presented to the employees in the annual meeting. In this context,
explain TWO reasons why the employees of Tasty Foods LLC might be interested in
their company'’s final accounts. (2 marks)

Do not write in this space
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Question Two: (continued)

18. Define the term “liquidity”. (2 marks)

19. "Touchpoint Innovation” is a newly established technology company that has
developed an innovative smart watch. The company is planning to scale up its
operations. The founders are considering various sources of finance to fund their
growth. Analyze TWO factors that Touchpoint Innovation should consider when
deciding about the most suitable source of finance. (4 marks)

Do not write in this space
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Question Two: (continued)

20. A small family-owned restaurant has consulted a financial analyst to determine
whether break-even analysis would be beneficial for their business and what
limitations they might encounter.

Discuss TWO limitations of implementing this analysis in this small family-owned
restaurant and elaborate on how each limitation might potentially impact the
restaurant’s operations. (6 marks)

Do not write in this space
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Question Two: (continued)

21.

“The unexpected cost increase can lead to major inaccuracies in cash flow forecasts”.
The above sentence represents a notable limitation of cash flow forecasting.

Analyze this limitation in the context of any business of your choice. Provide at

least TWO situations where this limitation may be a challenge and how it affects the
business’s operations. (4 marks)

22. Describe FOUR uses of the statement of profit and loss? (4 marks)

Do not write in this space
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Diploma, Bilingual Private Schools, Business Studies First Session — First Semester Academic Year: 2023/2024

Question Two: (continued)

23. XandY are two well-known companies engaged in manufacturing food products. The
following table represents the current ratio extracted from the statement of profit and
loss for both companies.

Company X Y

Current Ratio 3:1 0.72:1

Answer the following:

a. Analyze the performance of both companies, X and Y, using the current ratio.
(3 marks)

Do not write in this space
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Question Two: (continued)

b. Evaluate whether the management of both companies will be satisfied with their
company'’s liquidity position and recommend ONE development strategy for each
company to satisfy a strong liquidity position. (3 marks)

Do not write in this space
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Question Two: (continued)

24. Study the following scenario and answer the following questions in the space
provided:

The Expansion Journey of the Alam Perfume Shop

Hamed manages the “Alam Perfume Shop,” a unique fragrance boutique that
was originally established by his grandfather in Salalah. The store is renowned
for creating customized perfumes tailored to the preferences of individual
clients. When Hamed's grandfather managed the store, it gained favor with
royal patrons, significantly enhancing its brand reputation.

Hamed noticed that while the business performed exceptionally well during
the Khareef season, it experienced a significant slowdown in other months,
which posed challenges in managing day-to-day expenses like electricity,
employee salaries, and raw materials throughout the year. During the leaner
months, he often had to secure short-term financing to cover these costs.

Recognizing the store’s strong brand recognition and wide customer base
across Oman, Hamed decided to expand. He used his personal savings and
profits from the existing branch to launch new branches in Muscat and Sohar,
which led to an increase in annual revenue. He believed that this strategic
expansion would allow him to meet the growing demand for his unique
product, and serve a wider customer base, which might contribute to the
brand’s continued success.

However, he encountered difficulties in coping with the high demand due to
production capacity constraints, and limitations which made it challenging
to boost sales. After conducting extensive research, Hamed decided to
upgrade the production process with the aim of enhancing operational
and inventory efficiency through technological advancements. He also
successfully negotiated with suppliers to duplicate his procurement capacity
following the expansion. Additionally, he extended the credit terms from 90
days to 120 days.

In order to expand his business, he allocated an investment of 150,000 OMR
for purchasing lands and an additional 250,000 OMR for constructing a
factory. Initially, he considered various financing options, like the idea of
inviting close family members to invest, emphasizing the advantages that
both parties could gain from participating in the new venture. Ultimately,
he decided to secure a long-term loan of 400,000 OMR, estimating that the
cash flow from existing outlets would facilitate loan repayment within a 5-year
timeframe.

Do not write in this space
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Question Two: (continued)

a. Demonstrate ONE source of financing that Hamed considered for expanding his
operations. (1 mark)

b. As you identified one source of finance that Hamad used in the previous question,
answer the following:

(i) Analyze ONE disadvantage of this source of finance. (2 marks)

Do not write in this space
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Question Two: (continued)

(ii) Comment on the effect of the disadvantage you have analyzed on the
business’ financial health. And provide ONE development strategy to mitigate
this effect. (3 marks)

Do not write in this space

13



Diploma, Bilingual Private Schools, Business Studies

First Session — First Semester
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Question Two: (continued)

C.

Profit Loss Statement (All figures in OMR)

Alam Perfume Shop's statement of Profit and Loss is given below.

Revenue 100,000
Cost of Sales 55,000
Gross profit 45,000
Admin Cost

Operating Profit 25,000
Finance cost 6,250
Profit Before Tax (PBT) 18,750
Tax 20% of PBT

PAT 15,000
Dividend paid

Retained earnings 10,500

Calculate the following:

(i) Admin Cost:

(Show your calculations)

(1 mark)

(i) Tax 20% of PBT:

(1 mark)

Do not write in this space
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First Session — First Semester
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Question Two: (continued)

(iii) Dividend paid: (1 mark)
(iv) Gross profit margin (1.5 mark)
(v) Operating profit margin. (1.5 mark)

[ End of Examination ]

Do not write in this space
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Sales Revenue

Variable cost per unit

Total cost

Average Cost

Break-Even Point

Margin of safety

Current ratio

Acid test ratio

Gross profit margin
(%)

Operating profit
margin (%)

Return on capital
employed (%)

Formula Sheet

= Number of units sold by the firm x Average selling price

Total variable cost

~ Total output of the company

= Fixed cost + Variable cost

__ Total cost of producing product

Number of units produced

Fixed Cost
" Contribution per unit

= Break-even level of output — Current output level

current assets

current liabilities

Liquid assets

current liabilities

Gross profit
=——— x 100
Revenue

Operating profit
_ ZPerane PO 100
Revenue

Operating profit
_ p gp 100

X
capital employed

Do not write in this space

16

aoeds siy3 ul 931um J0u oq



Diploma, Bilingual Private Schools, Business Studies First Session — First Semester Academic Year: 2023/2024

17




Diploma, Bilingual Private Schools, Business Studies First Session — First Semester Academic Year: 2023/2024

18




Sl ougaillg puliall j4p0

The Center for Educational Assessment
and Measurement (CEAM)

F T
Ol eis)
P CE g P e
Twrt o A )gk)()(}

(a2l d513) dolsd! puylaalt plall eudsdll pglss (lowial
Y VE/Y Ty - o VEET/VEED (quly)l plal)
JoYI gl Jadll - GII 9l

Olele &M DY o o
gty BBy5)l § Lol o

JlosV Olawlyd 3olb) o :dus
Ao (10) § Azl o

¥y Tales cailoxtal 85 @il (oo ST Gl oz
GBIb dalug i dis Jgbus 929 « Bran pdy Blid (Fady
DY o Lyt azy dislll

& Loy plell pulstl] psbd Slloxtel Byls] baslgdy iVl oy
SlehoVly jolal) clo,=s Julgall ody) dddle dls olgius
YV0 [ OM 635 &3l3e0l AL lade (osaill Glshslly

G el ol AL lowzel) il (s Dl puizll ey
.(\35,‘»;3” ‘9i

Jelbay saszze (e slas¥l dlzul (s LoVl pudill psdy

13V gdgaddl 335 () Ul

(oo Oloe dalw dsole

e O 3,0 O

obel O hiw. @B

s

wiss ployl o)l plasuls () IS Jlbss oy :dlasdle

sl ely2Y Dlisy prasl dasdl

® Q poon @ poo

dogoe Oloudss

sy oo JBVI e 3B siie U Oloaal) deB ] ssamdl
Ol ()

Oblally gelall Lajlials dsgll Cos bs Jool jlas]
(OsSIl daSUl o1 pably eland! dalasall) s3lb phd¥l o
22 00 gl S ge Gltiegy ¢ SR gouldl g3l
Oloaiil] gaaz e gigs cplell 3ol ph¥l b iy onslesl
Ol GleBy 5S,b) Jsls G £lus))

JY el B3azly DA (ilsg)l Cldaol duoakl e sy
LS 43yl Olells duassll Cowlssdly poatl 9Ty
Sl Casally CMlexbls du el daall OIS dalsd] OV
5l Bolodl CVs dygudl CSlasdly I, Sills 3y dcwlyul)
Oloaa¥l BYe & o5 Sy lgs g O LT Al

Jlsb 3S,0 dsls Giaad) OlslyaY JlaaYl gomedl Js o
Ol bl




Diploma, Bilingual Private Schools, Business Studies Second Session - First Semester Academic Year: 2023/2024

Lowoal o Y c’ésg.eu.c’ <




aoeds siy} ul 9314m jou oQ
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Question One: Multiple Choice (Items 1 - 12) (12 marks)

There are 12 multiple-choice items worth one mark each.
Shade in the bubble ((O) next to the correct answer for each of the following items.

1. Which of the following financial sources is typically utilized by a business to cover
short-term obligations and operational expenses?

O
O
O
O

New partners.
Crowdfunding.
Venture capital.

Working capital.

2. "A car manufacturing company is deciding how to allocate funds for its different
expenses”.
In this context, which of the following expenditures represents an example of a
capital expenditure for this company?

O
O
O
O

Paying monthly utility bills for the factory.
Purchasing raw materials for day-to-day production.
Providing training to employees on safety procedures.

Renovating and improving the existing factory infrastructure

3. Which of the followings is an example of a variable cost?

O
O
O
O

Costs of direct labor.
Rent for a factory building.
Depreciation of machinery.

Annual insurance premium.

4. Which of the following is an example of direct costs for a bakery that produces cakes?

0000

Depreciation of machinery.
Flour used for baking cakes.
Salary of the store manager.

Monthly rent for the bakery’s premises.

Do not write in this space
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Question One: (continued)

5. If abusiness experiences a decrease in variable costs, what happens to the break-even
point?

(O The break-even point increases.
(O The break-even point decreases.
(O It depends on the change in fixed costs.

(O The break-even point remains unchanged.

6. A well-known fitness center has fixed costs of 10,000 OMR per month. They charge a
monthly membership fee of 40 OMR per member and variable costs of 20 OMR per
member monthly. The break-even point of the center is:

O 250 members.
O 500 members.
(O 1500 members.
O 2,500 members.

7. A company’s fixed costs are 5,000 OMR and the variable cost per unit is 5 OMR. If it
produces 1,000 units, what is the average cost per unit?

O 10MR
O 50MR
O 100MR
O 100 OMR

8. The main purpose of the cash flow forecasts of the business is to:

Calculate the income tax liabilities.
Evaluate the business performance.

Evaluate the employee performance.

0000

Estimate cash inflow and cash outflows.

Do not write in this space
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Question One: (continued)

9.  Which of the following is an example of a cash outflow?

(O Payments to suppliers for raw materials.
(O Loans obtained from a bank.
(O Revenue from product sales.

O Investment income.

10. XYZ Company is consistently experiencing an excess in cash on hand. How can the
company utilize this surplus effectively?

(O Keep the surplus cash in a checking account.
O Pay off long-term debts with the surplus cash.
(O Reduce marketing efforts to save on expenses.

(O Increase inventory levels to stock up on supplies.

11. Which of the following is an alternative term for working capital?

(O Net Assets
(O Current Assets
(O Net Current assets

(O Non-current assets

12. The shareholders’ stake in a company is known as:
Equity
Assets

Revenue

0000

Liabilities

Do not write in this space
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Question Two: Extended Response (Items 13 - 24) (48 marks)

There are 12 items in this question.

Answer ALL questions in the space provided.

13.

14.

15.

State ONE strategy of managing trade payables, and provide an example on how it
can be utilized in a business context of your choice. (2 marks)

“The expenditures incurred by businesses can be divided into two categories, the
capital expenditures, and the revenue expenditures”.
|dentify the type of the expenditure in the following:

a. A coffee shop owner decided to expand by opening a new branch. He rented a
new building and hired an interior designer to decorate the place. The wage paid
to the interior designer is considered as (1 mark)

b. A business specialized in making sweets has recently expanded by offering
pastries. The cost of purchasing the raw materials that are used for day-to-day
baking, such as flour and butter, is considered as: (1 mark)

Differentiate between “Opening cash balance” and “Closing cash balance” in terms
of their definition. (2 marks)

Do not write in this space

aoeds siy3 ul 931um J0u oq



aoeds siy} ul 9314m jou oQ

Diploma, Bilingual Private Schools, Business Studies Second Session — First Semester Academic Year: 2023/2024

Question Two: (continued)

16. The following table represents Al Hilal company’s monthly cash flow forecast.

Month (OMR)
Sales 32,000
Loan 5,000
Operating Expenses 20,000
Loan Repayments 4,000
Maintenance of Machinery 5,000
Cash flow for the month

Calculate the cash flow for the month. (2 marks)

17. “Core LLC. are planning to obtain a bank loan worth 25,000 OMR from a bank in
Muscat to scale up its operations”.
Describe ONE method of using final accounts to support Core’s application for bank
loans /other debts. (2 marks)

Do not write in this space
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Question Two: (continued)

18. Define the term “current assets”. (2 marks)

19. “Sweet Family Scoops is a small, family-owned ice cream shop located in a tourist
hotspot, that is experiencing significant seasonal fluctuations in customer demand.
The summer months being incredibly busy while the winter months are considerably
slower. To cope with these seasonal variations, the shop’s owners decided to fund
their seasonal needs using overdraft”.
Describe ONE advantage of using an overdraft to finance this business and discuss
TWO impacts of this advantage. (4 marks)

Do not write in this space
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Question Two: (continued)

20. "Sunny Electronics sells a wide range of electronic products, including smartphones,
laptops, and home appliances. During last year, the business encountered a
substantial shift in its sales revenue”.

By considering these facts, answer the following questions:

a. Describe what is meant by sales revenue. (2 marks)

b. If the total fixed cost of the Sunny Electronics was 50,000 OMR, the selling price
per smart watch was 150 OMR, and the variable cost per smart watch was 100
OMR, calculate the break-even point. (2 marks)

c. If the sales revenue has increased by 17% of the company’s annual sales, analyze
ONE potential impact of this change on the company’s break-even point.
(2 marks)

Do not write in this space
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Question Two: (continued)

21. One notable benefit of cash flow forecasts is that it shows negative closing cash flows.
Choose a business context and analyze TWO impacts of this benefit onit. (4 marks)

22. Describe TWO main elements of the statement of financial position. (4 marks)

Do not write in this space
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Question Two: (continued)

23. Pralines and Choco are two famous confectionery businesses located in Muscat. The
table below shows some financial information of the companies:

Company Pralines (OMR) Choco (OMR)
Current Assets 50,200 60,000
Current Liabilities 15,000 35,000
Inventories 20,200 33,750
Acid Test Ratio 2:1 0.75:1
Gross Profit Margin 25% 30%

a. Analyze the performance of both companies using the acid test ratio. Apply your
answer to the given industry context. (3 marks)

Do not write in this space
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Question Two: (continued)

b. Evaluate whether the management of Pralines and Choco would be satisfied
by the liquidity position of their companies and recommend ONE development
strategy if required. (3 marks)

Do not write in this space
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Question Two: (continued)

24 Read the following scenario then answer all the questions in the space provided.

Supreme Trading LLC’s Journey in Oman’s Automotive Market

Supreme Trading LLC, a reputable Omani company, emerged on the business scene in
2017 with a clear vision of dominating the automotive market by selling high-quality car
batteries with a starting capital of 215,000 OMR.

During the first year, Supreme Trading LLC devised a strategy to gain a foothold in
the market. It started by selling car batteries at low-profit margins, enticing customers
with extended warranties. The company also sealed deals with local car dealerships for
competitive bulk rates. This clever move made a lot of people buy from Supreme Brand

and got them great customer reviews. They also made a decent 5% profit.

With a 5-year business plan in mind, the company continued its growth. They decided
to invest in brand marketing. However, this decision would impact their operational
expenses and cash flow. After a comprehensive analysis, the company opted for a short-
term loan of 42,000 OMR to support operating costs and fund advertisements aimed at
achieving sales targets.

Taking advantage of customer interest and brand reputation, Supreme Trading LLC
made a strategic move to expand operations. They planned to open multiple branches
across Oman, offering a range of automobile spare parts and accessories. This expansion
required significant capital investment, approximately 135,000 OMR, for both asset
acquisition and working capital. The company’s robust financial position as well as last
year's financial statements supported their loan application for long-term financing.
The company secured a long-term loan with a competitive 4.7% interest rate, payable
over a 7-year period. This careful financial decision allowed Supreme Trading LLC to
proceed with their ambitious expansion plans. Moreover, instead of solely investing in
non-current assets, the company considered hiring 2-3 delivery vans on a monthly rental
basis for efficient product distribution. This strategic move would allow them to cater
to customers across Muscat effectively. However, they recognized the need to invest in
additional non-current assets to support their growing business. Supreme Trading LLC's
journey showcases how a well-thought-out strategy, including pricing, partnerships, and
timely financial decisions, can lead to significant growth in such a competitive market.

Do not write in this space
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Question Two: (continued)

a. ldentify ONE source of finance that Supreme Trading LLC utilized to meet their
requirements. Support your answer with relevant contextual information from the
scenario. (1 mark)

b. As you identified one source of finance in question a, answer the following:

(i) Analyze ONE disadvantage of this source of finance. (2 marks)

Do not write in this space
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Question Two: (continued)

(ii) Comment on the effect of this disadvantage on the Supreme’s LLC financial
health and recommend ONE development strategy to manage this effect.
(3 marks)

Do not write in this space
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Question Two: (continued)

c. The table below represents a part of Supreme Trading LLC. Profit and Loss
statement for the year 2022:

Revenue 200,000 OMR
Cost of Sales 95,000 OMR
Gross profit 105,000 OMR
Overheads/expenses 80,000 OMR
Net Profit 25,000 OMR

Calculate the followings:

(show your calculations)

(i) Gross Profit Margin (GPM):

(2 marks)

(ii) Net Profit Margin (NPM):

(2 marks)

Do not write in this space
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Question Two: (continued)

d. Describe TWO current assets that will appear on Supreme Trading LLC balance
sheet. (2 marks)

[ End of Examination ]

Do not write in this space
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Formula Sheet

e Sales Revenue = Number of units sold by the firm x Average selling price

Variable cost per unit

Total cost

Average Cost

Break-Even Point

Margin of safety

Cash flow

Current ratio

Acid test ratio

Gross profit margin
(%)

Operating profit
margin (%)

Return on capital
employed (%)

Total variable cost

~ Total output of the company

= Fixed cost + Variable cost

_ Total cost of producing product

Number of units produced

Fixed Cost
" Contribution per unit

= Break-even level of output - Current output level

= Total cash in - Total cash out

current assets

current liabilities

Liquid assets

current liabilities

Gross profit
= ———x 100
Revenue

Operating profit
= 4 &P x 100
Revenue

_ Operating profit

capital employed X

Do not write in this space
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Question One: Multiple Choise (Iltems 1 - 6) (6 marks)

There are 6 multiple-choice items worth one mark each.
Shade in the bubble ((O) next to the correct answer for each of the following items.

1. Which of the following is an example of a revenue expenditure:

O employees’ wages. O furniture items.

(O machine equipment. O land deals.

2. A source of finance never that never has to be repaid unless the company is
liquidated as a result of stopping trade is called:

(O bank overdraft. (O share capital.
O  trade credit. O mortgage.

3. If the sum of fixed costs of XYZ company is (120,000 OMR), and the contribution per
unit of the output is (30 OMR), what is the break-even level of production?

O 4,000 units. O 2,000 units.
O 3,000 units. O 2,500 units.

4. Which of the following is an example of cash outflow (expenditure):

O Borrowings. O Wages.
(O Savings. O Sales.

5. All of the following are elements of the statement of financial position, except:

(O  Gross profit. O Liabilities.
O Assets. O Equity.

Do not write in this space
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Academic Year: 2022/2023

Question One: (continued)

6. The following table contains some selected accounts for the Maya Company for the

year ended December 31, 2021:

Account name Account balance in Omani Rials
Inventories 100
Cash 150
Trade payable 50
Long-term loan 200
Share capital 180
Reserves and retained earnings 90

What were the total current liabilities for Maya Company for the year ended

December 31, 20217
O 100 OMR.

O 90 OMR.

O 150 OMR.
O 50 OMR.

Do not write in this space
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Question Two (Iltems 7 - 12) (6 marks)

Fill in the gaps with the following words. There are four extra words.

Variable Current liabilities Positive Working capital | Profit before tax

Negative Current assets Net loss Revenue Income statement

7. A firm may manage to pay its own debts as late as possible so that as much cash as

possible is held in the business in order to have a strong
position.

8. expenditure is spending on all costs and assets other than
non-current assets.

9. Total cost includes: cost plus fixed cost.

10. When the cash outflow is higher than the cash inflow, the sign of the closing balance

figure will be

11. Cash, trade receivables and inventories are examples of

12. The is calculated by subtracting interest costs from Profit
from operation.

Do not write in this space
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Question Three: Extended Response (Items 13 — 22) (48 marks)

Write your answer for each of the following questions in the space provided.

13. A firm may need finance to grow for several reasons. List three of these reasons.
(3 Marks)

14. List four sources of capital needed for a startup business like a sole trader or
proprietor. (4 Marks)

Do not write in this space
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Question Three: (continued)

15. Write three external sources of finance available for a business. (3 Marks)

16. Selecting the most appropriate source of finance is essential for business long-termr
success. Write four factors that influence the financing choice. (4 Marks)

Do not write in this space
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Question Three: (continued)

17. Compare between the direct costs and the indirect costs in the following table:

(4 Marks)
Direct Costs Indirect Costs
Explanation
An Example
18. The table below shows the cases of two different companies: (6 Marks)
XYZ Company ABC Company
Fixed cost 10,000 OMR 10,000 OMR
Number of produced units 1000 units 5000 units
Variable cost 25 OMR 25 OMR

a. Calculate the total production cost for each company.

(2 Marks)

Do not write in this space
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Question Three: (continued)

b. Calculate the average cost per unit (table) for each company. (2 Marks)

c. Which company can earn a greater profit? Justify your answer. (2 Marks)

19. The graph below shows the number of toys sold versus costs and revenue: (4 Marks)
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a. What is the name of this graph? (1 Mark)
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Question Three: (continued)

b. Identify the number of units that need to be sold for this manufacturer to break
even. (1 Mark)

c. What would be the margin of safety (in terms of number of units) if the
manufacturer sold 300 toys in one month? (2 Marks)

20. Write two reasons why banks and lenders demand cash flow forecasts from
entrepreneurs and managers? (2 Marks)

Do not write in this space
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Question Three: (continued)

21.

The financial position statement for the Noor Company is presented below with some

missing values.

Noor Company

Statement of financial position

December 31, 2021

Non-current assets

.............

Inventories 5.600

Trade receivables and cash 5.400
Total currents assets 11.000
Total assets 23.000

Trade and other payables 1.400
Other current liabilities | .............

Total current liabilities 1.800

Non-current liabilities 4.000
Total liabilities | .....iiil.
Net assets | e

Share capital 6.500
Reserve and retained earmings | .............
Total equity 17.200

(10 Marks)

Find the balance of the following missing items and show how they are calculated:

a. Non-current assets

(2 Marks)

Do not write in this space
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Question Three: (continued) >

>

S

b. Other current liabilities (2 Marks) s

=

o

=

(o

2.

(72]

(2]

o

Q

0N

o
c. Total liabilities (2 Marks)
d. Net assets (2 Marks)
e. Reserve and retained earnings (2 Marks)

Do not write in this space
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Question Three: (continued)

22.

Salim is the chief executive of the WAVE creative events company. This company is
specialized in organizing all kinds of public events for local and international famous
companies, institutions, and organizations. The clients expect high-quality work within a
tight time frame; therefore, the company hired a highly qualified team and always keep
stock of important materials. Salim wants to compare the liquidity and profitability of his
company with the liquidity and profitability of other companies that provide the same
services. He obtained a set of published accounts for the Areen events organization
company. Salim decided to use ratios to compare the two companies. He used the

following figures: (8 Marks)
WAVE creative events |Areen events organization
company company
(OMR) (OMR)
Revenue (2021) 350,000 600,000
Operating Profit (2021) 100,000 250,000
Gross Profit (2021) 20,000 80,000
Current assets
(as of 31/12/2021) 100,000 150,000
Inventories
(as of 31/12/2021) >0.000 70,000
Current liabilities
(as of 31/12/2021) 40,000 120,000

Calculate the following ratios for which you have the information for both companies:

a. Liquidity ratios:

(Show all your work)

(4 Marks)

Do not write in this space
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Question Three: (continued)

b Profitability ratios:

(4 Marks)

[ End of Examination ]
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Question One: Multiple Choise (Iltems 1 - 6) (6 marks)

There are 6 multiple-choice items worth one mark each.
Shade in the bubble ((O) next to the correct answer for each of the following items.

1. Which one of the following is an example of capital expenditure?

(O A new computer system (O Electricity bills
(O Employees’ wages O Water bills

2. The source of finance that represents a loan secured by a property like a land or a
building, that the lender can sell the property if the business fails is:

(O Share capital O Trade credit
(O Bank overdrafts O Mortgage

3. If the sum of fixed costs of XYZ company is (100,000 OMR), the contribution per unit
of the output is (40 OMR), what is the break-even level of production?

O 4,000,000 units O 99,960 units
O 100,040 units O 2,500 units

4. An example of cash in is:

O Wages (O Sales revenue

(O Loans payment (O Costs of raw materials

5. All of the following statements are true about the business balance sheet, except:

(O It provides a snapshot of the business financial position at a specific point of
time

It shows the business revenue and expenses over a period of time

It helps to calculate the financial ratios that can be used to analyze the business
performance

0 00

It is composed of assets, liabilities, and shareholders’ equity.

Do not write in this space
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Question One: (continued)

6. The following table contains some selected accounts for the Legend Company for the

year ended December 31, 2021:

Account name

Account balance in Omani Rials

Inventories 100

Cash 150

Trade payable 50

Loan payable 200

Share capital 180
Reserves and retained earnings 90

From the table above, the total current assets are equal to:

O 100 OMR
O 250 OMR

O 200 OMR
(O 280 OMR

Do not write in this space
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Question Two: Fill in the Blank (Items 7 — 12) (6 marks)

Fill in the blanks using the correct phrase from the following box. There are four extra
phrases:

long positive balance sheet negative labour
: statement of profit
cost of sales revenue short capital P
or loss
7. A firm may need term financing to purchase inventories

and cover accounts payable.

8. The purchase of non-current assets that are expected to last for more than one year

refers to expenditure.

9. Two types of direct costs in a manufacturing company are

and Materials.

10. A closing balance figure tells managers that cash outflows

have exceeded the available cash.

11. Ali's Car Repair Shop needs additional funds for the operation of his business, so he
went to the bank to apply for a loan. If the bank wants to know how much the total
net profit of his business is, they can investigate a specific financial statement which

is called

12. The Gross profit is calculated by subtracting the from the
Sales revenue.

Do not write in this space
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Question Three: Extended Response (Items 13 — 21) (40 marks)

Answer all the following questions:

13. A startup business may need startup finance (Capital) for several reasons.

List THREE of these reasons. (3 marks)
14. Explain TWO situations when a firm would use external sources of finance

rather than internal sources. (4 marks)
15. List THREE internal sources of finance available for a business. (3 marks)

Do not write in this space
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Question Three: (continued)

16. Consider the following definitions in the table below and name the external source

of finance that is represented by each definition:

(4 marks)

Definitions

Source of finance

A service offered by banks allowing a business to
borrow up to an agreed limit for as long as it wishes

The provision of financial services for poor and
low- income clients

A source of finance that entails collecting relatively
small amounts of money from a large number of
supporters

Funds (a mix of shred and loan capital) that are
advanced to businesses which are thought to be
relatively high risk

17. Last year, the Al Maha Hotels Limited had current assets amounting to the value of

25,000 OMR and current liabilities totaling 19,900 OMR.

a. Calculate its working capital for the last year. (2 marks)
b. Explain TWO methods by which Al Maha Hotels can manage their
working capital. (2 marks)

Do not write in this space




Diploma, Bilingual Private Schools, Business Studies Second Session — First Semester Academic Year: 2022/2023

Question Three: (continued)

18. The following table shows the fixed, variable, and total costs of producing bicycles:

(6 marks)
LeYeI of production Fixed costs Variable costs Total costs
(bicycles) per year
1000 100,000 190,000
2000 100,000 180,000 280,000
3000 100,000 240,000 340,000
4000 100,000 310,000 410,000
a. Calculate the variable cost at the production level of 1000. (2 marks)

Do not write in this space
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Question Three: (continued)

b. Identify the production level of bicycles for which the average cost of bicycles will
be the highest. (2 marks)

c. Identify the production level of bicycles for which the average cost of bicycles will
be the lowest. (2 marks)

Do not write in this space
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Question Three: (continued)

19. You are the owner of a small business that produces and sells handcrafted goods.
You want to creat a break-even graph to help you determine the minimum number
of units you need to sell each month to cover your fixed costs and make a profit. The
graph shows a fixed cost of 200 OMR per month and a variable cost of 5 OMR per
unit. The selling price of each unit is 10 OMR.

a. Draw the break-even graph for this business. Indicate the break-even point and
label the Total Cost and Total Revenue curves. (4 marks)

700
600
500
400

300

Costs and Revenue OMR

200

100

Units

Do not write in this space

aoeds siy3 ul 931um J0u oq



aoeds siy} ul 9314m jou oQ

Diploma, Bilingual Private Schools, Business Studies Second Session — First Semester Academic Year: 2022/2023

Question Three: (continued)

b. If you sell 50 units per month, what will be your total cost? (2 mark)

c. Explain how changes in variable costs would affect the break even point of the
business. (2 marks)

20. Explain the importance of managing cash flow for businesses. (2 marks)

Do not write in this space
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Question Three: (continued)

21.

The following information is taken from the income statement of the ABC Corp for

the year ended 31 December 2022:

Account Amount (OMR)

Revenue 2,500,000

Cost of Goods sold 1,100,000

Gross Profit 1,400,000
Operating expenses 900,000
Operating profit 500,000
Interest expense 50,000
Income before Tax 450,000
Income Tax expense 100,000
Net Income 350,000

The income tax rate for the year 2022 was 25%

Do not write in this space

aoeds siy3 ul 931um J0u oq



aoeds siy} ul 9314m jou oQ

Diploma, Bilingual Private Schools, Business Studies Second Session — First Semester Academic Year: 2022/2023

Question Three: (continued)

a. Calculate the gross profit margin for the ABC Corp (2 marks)

b. Calculate the operating profit margin for the ABC Corp (2 marks)

c. Explain what the gross profit margin and the operating profit margin can tell us
about a company’s financial performance (2 marks)

Do not write in this space
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Question Four: Case Study (Items 22- 25) (8 marks)

Read the following scenario carefully then answer the questions in the space provided.

Smart Gadgets Ltd. Expansion Project

Smart Gadgets Ltd. is a manufacturing company that produces electronic gadgets.

The company has been in operation for the past five years and has experienced steady
growth in its revenues. Recently, the management of the company decided to expand its
operations to meet the growing demand for its products.

The expansion project involves the purchase of new machinery and equipment, hiring
additional staff, and the construction of a new factory building. The total cost of the
project is estimated at 1,500,000 OMR.

To finance the project, Smart Gadgets Ltd. is considering both internal and external
sources of finance. The company has cash reserves of 500,000 OMR and can also access

a line of credit of up to 1,000,000 OMR from its bank. In addition, the company is
considering taking out a loan of 500,000 OMR and a hire purchase agreement for 500,000
OMR.

Smart Gadgets Ltd. expects the expansion project to generate additional revenues of
1,000,000 OMR in the first year of operation, with an expected growth rate of 10% in
subsequent years. The company’s income statement for the past year is shown below:

Smart Gadgets Ltd. Income Statement
Category Amount (OMR)
Sales Revenue 5,000,000
Cost of Goods Sold 3,000,000
Gross Profit 2,000,000
Operating Expenses 1,000,000
Operating Profit 1,000,000
Interest Expense 100,000
Net Profit Before Tax 900,000
Tax Expense 270,000
Net Profit After Tax 630,00

Do not write in this space
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Question Four: (continued)

22. What are the total financing options available to Smart Gadgets Ltd. for the
expansion project? (2 marks)

23. What is the total cost of the expansion project and how much of it can be financed
from internal sources? (2 marks)

24. What is the total amount of external financing required for the expansion project?
(2 marks)

25. Write One advantage and One disadvantage of:

a. Using a hire purchase agreement for Smart Gadgets Ltd.’s expansion project
(1 mark)

Do not write in this space
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Question Four: (continued)

b. Taking out a loan for Smart Gadgets Ltd.’s expansion project

(1 mark)

[ End of Examination ]
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Formula Sheet

Total cost of producing product

A Cost =
B Number of units produced

Total Cost = Fixed Cost + variable cost

Fixed Cost
Contribution per unit

Break — even level of output =

Margin of Safety = Break even level of output — Current output level

) ] Gross Profit
Gross Profit Margin = x 100
Revenue

) ) ) Profit from operation
Operating Profit Margin = x100
Revenue

Do not write in this space
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