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Marking Criteria:
 We expect the learners to write minimum one well expressed point in three lines against each allocated mark. This means one needs to write 15 lines with 5 well expressed points to get high grades for a 5 marks question.
For high grades use examples and illustrations where appropriate. 
	

1./ I. Describe Cost- Benefit Analysis

It’s a way of comparing investment opportunities. Cost-Benefit Analysis compares what an opportunity will cost versus the expected payoff. 

Estimated Benefit = Total value – Total cost


1./II. What is ISO 9001:2008

It’s a set of international standards that outlines the structure for quality management systems, product design and development, purchasing, production and service processes and continuous development. It’s extremely costumer focused.

1./III. Describe Break-Even Point and it’s formula.

Identifying the break- even point helps us evaluate wheather or not a new project has the ability to make money.  For example selling a product below break-even point would not be a profitable venture.

[bookmark: _GoBack]Break-Even Point = Fixed Costs + Variable Costs



1./ IV. What is Cash Turnover ratio?

It’s an indication of how often cash flow turns over to finance sales. Generally should be between 4 and 7. 

Gross Sales / ( Current Assets – Current Debt)

1./ V. What is Debt Ratio? Explain giving example.

The debt ratio indicates the company’s assets that are provided via debt. It’s expressed as a percentage, calculated with the formula : Liabilities / Assets. For example if a company’s liabilities worth £ 4500 and their assets £ 12000. —-) 4500/ 12000 = 0,375 multiplying it with 100 we get 37,5 %, which is considered to be a stable situation.


2. Discuss Net and Gross Profit Margin along with their formulas.

These two ratios measure the amount of money that a business earns as a percentage of overall revenue. 

The Gross Profit Margin takes into account only the cost of making the product or service. It’s formula is : Gross Profit / Gross Sales.

The Net Profit Margin shows what the business has earned after selling its products/ services and paying all the expenses. It’s formula is : Net Profit / Gross Sales.

3. What is the difference between Quick Ratio and Current Ratio.

Current Ratio is the most commonly used ratio in the business world. It compares assets to liabilities and gives a quick picture of the health of the company. A current ratio of 2 is considered adequate for most businesses, but if a company has an unstable cash flow, it might be necessary to maintain a current ratio of more than 2. It’s formula is : Current Assets/ Current Liabilities.

Quick Ratio is very similar to Current Ratio, except that it removes inventory from the assets on the assumption that inventory is harder to liquidate. Anything above 1.5 is acceptable. It’s formula is : ( Current Assets – Inventory) / Current Liabilities.
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