
INTRODUCTION TO BOOKKEEPING QUESTIONS - ANSWERS 

1. Why is it important for a business to keep track of the value of its assets, liabilities, capital, income, 

and expenses? (Tick all that apply) 

Reasons Tick 

In order that the owners can judge how well their investment in the business is 
performing 

X 

To comply with the law X 

To help managers identify which customers should be chased for payment X 

To help identify if pieces of equipment have gone missing X 

To help lenders assess whether to lend money to the business X 

 

2. Which FOUR of the following roles would usually be considered part of a bookkeeper’s job? 

Roles Tick 

Making sales  

Checking money received from customers against the amounts they owe X 

Ordering goods and services  

Preparing financial documents X 

Choosing a new employee from a list of candidates  

Checking the amounts to be paid to suppliers X 

Preparing and submitting VAT returns X 

 

3. Which TWO of the following would be classed as advantages of using a computerized, or digital, 

bookkeeping system, rather than a manual bookkeeping system? 

 Tick 

Transactions can be recorded more slowly  

Transactions can be recorded more quickly X 

The cost of buying the software  

The software will reduce certain types of errors X 

The software will eliminate all errors  

 

4. Which of the following statements best describes a liability? 

Statements Tick 

A payment  

An amount owed by a business X 

An inefficient worker or piece of machinery  

Money invested in the business by its owners  
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5. Which of the following statements best describes capital? 

Statements Tick 

Money held by a business in its bank account  

A business’ property, plant, and equipment  

The total sales made by a business  

The amount the owners have invested in the business X 

 

6. Which FOUR of the items listed below are examples of business assets? (Tick all that apply) 

Reasons Tick 

Capital  

Motor vehicles X 

Amounts owed by the business to its suppliers  

Amounts owed to the business by its customers X 

Inventory/stock of goods held by a business X 

Bank overdraft  

Cash in the business’ tills X 

Sales revenue  

 

7. Which FOUR of the following are examples of expenses that a business might incur? (Tick all that 

apply) 

 Tick 

Bank interest received from savings  

Purchases of raw materials X 

Cost of heating and lighting the business’ offices X 

Buildings owned by the business  

The cost of diesel used by the business’ vehicles X 

A monthly phone bill X 

Rent received from the business’ tenant  

The money held by the business in its bank account  

 

8. What is a book of prime entry? 

 Tick 

A book that enables the business to calculate the value of its assets, liabilities, capital, 
income, and expenses 

 

A financial document recording the effects of a financial transaction  

A book that records the most important financial transactions  

A book that is the first place where a financial transaction is recorded X 
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9. What is the General Ledger used for? 

 Tick 

It is used to calculate the value of the business’ assets, liabilities, capital, income, and 
expenses 

X 

It is used to calculate how much is owed to the business by individual customers  

It is used to calculate how much is owed by the business to individual suppliers  

It is used to record a business’ budget for the next year  

 

10.  Is the following statement true or false? “Businesses in the UK are legally obliged to use the double-

entry bookkeeping system to record their financial transactions” 

False. The double-entry system is simply one way that a business can fulfil its legal obligations to 

maintain books and records 


