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o, 7 e | (emafReer) ()
CODM - Chief Operating Decision Maker
BSEC - Bangladesh Securities and Exchange Commission
IFRS - International Financial Reporting Standard
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Management Accounting (In English) 232507

Define Management Accounting. (Acc, Mgt, Fin)
Ans: Management accounting is the process of measuring, accumulating, analyzing, preparing,
interpreting, and  communicating information that assists executives in  achieving
organizational objectives.

. What is management consulting? (Acc)

Ans: Management consulting is professional acts, that given necessary guidelines to the managers to
achieve the organizational goals.

. Who is management accountant? (Acc, Mgt, Fin)

Ans: Management accountant is a person who provides financial data and advice to a company for use in
the organization and development of its business.

. What is meant by value chain? (Acc, Mgt, Fin)

Ans: Value chain is the set of business functions that add value to the products or sevices of an
organization.

. What do you mean by ethics? (Acc, Mgt)

Ans: The standards of conduct by which ones action are judged as right or wrong, honest or dishonest,
fair or not fair.

. What is opportunity cost? (Acc-22, Mgt-22, Fin)

Ans: Opportunity cost is the cost of choosing or not choosing one investment plan or an operation over
another.

. What is sunk cost? (Acc, Mgt, Fin-22)

Ans: Sunk cost is the cost that has already been incurred and that cannot be changed by any decision
made now or in the future.

Is sunk cost relevant for decision making? (Fin)

Ans: Sunk cost is not relevant for managemet decision making because it is a historical cost and is not
differential between alternatives.

. What is product life cycle? (Fin)

11.

12.

13.

14

15.

16.

Ans: The product life cycle define as the period that start with the initial product design and ends with

the drawal of the product from the market plaﬁEm

. Define cost and expense. (Acc-22, Fin)
Ans: Cost: Cost is a foregoing measured in monetary terms, incurred or potentially to be incurred to
achieve a specific objective.
Expense: Expense is a part of cost which is expired and deductable from revenue.
Define prime cost. (Mgt-22, Fin)
Ans: Prime cost is the combined form of direct materials, direct labor and direct expenses.
What are the elements of prime cost? (Acc)
Ans: The elements of prime cost are: a. Material, b. Labor, c. Overhead.
What is cost statement? (Acc-22, Mgt, Fin)
Ans: The statement that shows all the costs related to cost of production is called cost statement.
. What is cost center?
Ans: Cost center is a segment of a company that has a control over generating revenue or the use of
investment of funds.
What are the elements of cost? (Acc, Mgt, Fin)
Ans: The elements of cost are: Materials, Labor and Overhead.
What is inventoriable cost? (Acc)
Ans: All costs that are involved in the purchase of manufacture of goods. In the case of manufactured
goods, these costs consist of direct materials, direct labor and manufacturing overhead costs used in the
production process. Also see product costs.
. What is traceable fixed cost? (Acc)
Ans: A cost that can be identified with a particular segments and that arises because of the existence of
that segment.
. What is incremental cost? (Fin)
Ans: An increase in cost between any two alternatives is called incremental cost.
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19

20.

21.

22,

23.

24,

25.

26.

27.

28.

29.

30.

31.

32.

. What is the periodic cost? (Fin)
Ans: All costs that are matched against revenue on a time period basis; such costs consist of selling
(marketing) and administrative expenses is called periodic cost.
Define differential cost. (Acc, Mgt, Fin)
Ans: A difference in cost between two alternatives is called differential cost.
What is cost statement? (Acc-22, Mgt)
Ans: The statement that shows all the costs related to cost of production is called cost statement.
What is cost behaviour? (Mgt-22)
Ans: The way which a cost will react or respond to changes in the level of business activity is called cost
behaviour.
What is work in process? (Acc-22)
Ans: Work in process consist of unit product that are only partially complete and will require further
work before they are ready for sale to the customers.
Write two features associated with variable costing. (Acc)
Ans: There are two variable cost: 1. Variable cost in total amount as the activity level changes, 2. Unit
variable cost is fixed.
What is variable cost? (Mgt)
Ans: A cost that varies, in total, in direct proportion or change in the level of activity is called variable
cost.
What is product cost? (Mgt, Fin)
Ans: All costs that are involved in the purchase or manufacture of goods are called product cost.
What is conversion cost? (Fin)
Ans: Conversion cost is the combined form of direct labor and manufacturing overhead.
What is best cost structure? (Acc)
Ans: A cost structure that gives lowest risk and to achieve maximum profit is called best cost structure.
What is manufacturing overhead? (Acc, Mgt)
Ans: All costs associated with the manufacturing process expect direct materials and direct labor is
called manufacturing overhead.
What is cost accounting? (Mgt-22)
Ans: Cost accounting is the branch of accounting dealing with the classification, recording, allocation,
summarization and reporting of current and prospective cost.
A 10% decrease in the selling price of a product will have the same impact on net income as a 10%
increase in the variable expenses. Do you agree? Why or why not? (Acc)
Ans: Yes, because fixed cost constant here.
Differentiate between a product cost and period cost. (Acc)
Ans: All costs that are matched against revenue on a time period basis, such costs consist of selling
(marketing) and administrative expenses, product cost: All costs that are involved in the purchase or
manufacture of goods. In case of manufactured goods these costs consist of direct materials, direct labor
and manufacturing overhead. Also see inventor able costs.
. In which case, more net profit arise in variable costing? (Mgt)
Ans: If closing inventory is less than the beginning inventory, it means sales is greater than production
then according to variable costing system profit will be higher.
. What is high low method? (Acc)
Ans: This method takes into account only the highest and lowest values contained in data in order to
determine the rate of cost change.

. What is JIT? (Acc, Fin)
Ans: JIT is production and inventory control system in which materials are purchased and units are
produced only as needed to customer demand.

. What is joint product? (Acc)
Ans: A joint product is a product that results jointly with other products from processing a common
input.

RONOK ACADEMY, 34/1, ALLAMA IQBAL ROAD, FM BUILDING, NARAYANGANJ. MOBILE - 01621304342




. What absorption costing? (Mgt-22, Fin)
Ans: A costing method that includes includes all manufacturing cost direct materials, direct labor and
both variable and fixed manufacturing overhead in the cost of a unit of product. Abosorption costing is
also referes to as the full cost method.

. Which costing method is used for external reporting? (Mgt)
Ans: Absorption costing is used for external reporting.

. Which costing method is also known as full costing?
Ans: Absorption costing is known as full costing.

. What is fixed cost? (Mgt)
Ans: A cost that remains contant. In total, regardless of change in the level of activity, if a fixed cost is
expressed on a per unit basis, it varies inversely with the level of activity.

. What is segment margin? (Fin)
Ans: The amount remaining from the sales of a segment after the segment has covered all of its own
cost, variable and fixed.

. What is business segment? (Fin)
Ans: Business segment means each of the parts into which somethings is or may be divided price,
section part, portion division etc.

. Write down the formula of budgeted production volume? (Fin)
Ans: Budgeted Production Volume = (Acutal Units Produced — Budgeted Units Produced) x Budgeted
Overhead Rate

Chapter — 4
. What is margin of safety? (Acc-22, Mgt-22, Fin)
Ans: The excess of budgeted (or actual) sales over the break-even volume is margin of safety.
. What is markup? (Acc, Mgt)
Ans: It is an amount by which price exceeds cost.
. What is break even point? (Fin-22)
Ans: The level of activity at which an organization neither earns a profit nor incurs a loss. The break

even point can also be defined as the point where total revenue equals total cost and as the point where
contribution margin total fixed costs.

. What is break-even chart? (Acc, Fin)
Ans: The relationship between revenue, cost and level of activity in an organization presented in graphic
form.

. Write a formula of BEP in taka.

Total Fixed Cost
P/V Ratio

. Write the formula of BEP ratio.
Ans: a) BEP Ratio = 100% - M/S Ratio; b) BEP Ratio = % x 100
. What is contribution margin ratio? (Fin)
Ans: The contribution margin per unit expressed as a percentage of selling price per unit. This term is

synonymous with profit-volume ratio.
. Write down the formula of CM ratio.

Ans: CM Ratio = Sentribution o 45

Sales
. How contribution margin is derived? (Acc)
Ans: Contribution margin derives substracting variable expenses from sales it means CM = Sales — VC.
. What is sales mix? (Mgt)
Ans: The relative combination in which a company’s product are sold. Sales mix is computed by
expressing the sales of each product as a percentage of total sales.
. What is contribution margin? (Mgt, Fin-22)
Ans: The amount remaining from sales revenues after all variable costs have been deducted is called
contribution margin.
. What is CVP analysis?
Ans: CVP analysis defined as an analysis of value changes upon costs and upon profits.

Ans: BEP (Tk.) =

R )




Chapter -5

. What is relevant cost? (Fin)
Ans: Relevant cost are those expected future cost that differs among alternative course of action in a
particular decision.

. What is relevant range? (Acc-22, Mgt, Fin)
Ans: The relevant range is the activity of which the assumption about variable and fixed cost behaviour
are effective valid.

. What is relevant cash flow? (Acc-22, Fin)
Ans: The relevant cash flow is future incremental cash flow arising from the decision being made. This
means that the cash flows are only relevant if they are future incremental costs.

. What is unavoidable cost?
Ans: A cost that cannot be influenced at the business unit level but it is controllable at the corporate level
IS unavoidable cost.

. What is special order? (Acc)
Ans: A one time order that are not consisting part of the company’s normal ongoing business.

. What is decision making? (Acc-22, Mgt)
Ans: Decision making is choosing the best among the alternatives.

. What is marginal cost? (Fin-22)
Ans: Marginal cost is variable costs considering of labor and material costs, plus an estimated portion of
fixed costs (Such as administrative overhead and selling expenses).

. What is shut down cost? (Acc, Mgt, Fin)
Ans: The goal of a firm is to maximize profit or minimize losses. The firm can achieve this goal by
operate where MR = MC. The shut down cost is the price at which the company will begin to lose
money for making the product.

. Define relevant range. (Acc-22, Mgt)
Ans: The relevant range is the range of activity within which the assumption about variable and fixed
cost behaviour are effective valid.

. What do you mean by budget?
Ans: Budget is a plan showing a company’s objectives and how management intends to acquire and use
resource to attain those objectives.

. What is cash budget? (Mgt-22, Fin)
Ans: Cash budget is a plan indicating expected inflows (receipts) and outflows during the specific period
of time.

. What is sales budget? (Acc)
Ans: The sales budget is derived from the sales forecast. It represents management’s best estimate of
sales revenue for the budget.

. What is master budget/proforma statement? (Acc-22, Mgt, Fin)
Ans: The master budget is a set of interrelated budget that constitute a plan of action for a specified time
period.

. What is zero based budget? (Acc)
Ans: The budget which comes from zero is called zero based budget.

. What is flexible budget? (Fin-22)
Ans: Flexible budget is a budget which is designed to change in accordance with the level of activity
actually attained.

. What is financial budget? (Acc)
Ans: A company must assess financing needs, including an evaluation of potential cash shortages. These
tools enables companies to meet with lenders and demonstrate why and when additional support may be
needed.

. What is operating budget? (Acc)
Ans: The operating budget focuses on the income statements and its supporting schedules or in an
organization with no sales revenues on budgeted expenses and supporting schedules.

. What is budget center? (Acc)
Ans: Budget center is the segment of the enterprise in respect of which budget is first prepared.
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. What is budget cycle? (Mgt, Fin-22)
Ans: All the activities of budgetary control system are to be done in circulating nature. This circulating
nature of budgeting is called budget cycle.

. What is payback period? (Mgt-22, Fin)
Ans: The payback period is the length of time that it takes for a project to recover its initial cost from the
net cash inflows that it generates.

. What is NPV? (Acc, Mgt)
Ans: Capital investments usually earn return that extends over fairly long period of time.

. What is IRR?
Ans: IRR method is an alternative method of NPV. The rate at which the NPV is zero. Thus, it does not
involve any assumptions about interest rate.

. What is budgetary control? (Fin-22)
Ans: The excersie of control in the organization with the help of budgets is known as budgetary control.

. What is capital rationing? (Mgt-22, Fin-22)
Ans: Capital rationing referes to the choice of investment proposals under financial constraints in terms
of given size of capital.

. Define working capital. (Mgt-22)
Ans: Working capital means net working capital which is current assets minus current liabilities.

. What is cost of capital? (Acc-22)
Ans: The appropriate interest is the cost of the finance provided to the company by shareholders and
other investors, as investment projects have to earn a return at least sufficient to pay the interest on the
funds they utilize.

. What is sales forecasting? (Fin)
Ans: Sales forecasting is a statement of what the amount or value of a company’s sales is likely to be in
the future, based on information available now about the market, past sales etc.

. What is strategic budget? (Fin)
Ans: The budget adjusted for strategic planning is called strategic budget.

Chapter — 7
. What is decision making? (Acc-22)

Ans: Decision making is choosing the best among the alternatives.
. Give two examples of semi-variable. (Mgt, Fin)
Ans: Telephone expenses (Fixed or land phone), light and electricity expense.
. What is semi-variable cost? (Acc, Mgt, Fin-22)
Ans: Semi variable cost is the mixture of variable cost and fixed cost.
. What is static budget? (Fin)
Ans: A budget which is designed to remain unchanged irrespective of the level of activity actual attained
is called static/fixed budget.
. What is budget variance? (Fin)
Ans: A budget variance is an accounting term that describes instances where actual costs are either
higher or lower than the standard or projected costs.

Chapter — 8

. What is standard costing? (Acc, Mgt, Fin-22)
Ans: Standard costing is the technique of costing which uses standards for cost and revenue for the
purpose of control through variance analysis.

. What is the main advantage of standard costing? (Fin)
Ans: The main advantage of standard costing is to turn out disadvantages of historical costing.

. What is the material price variance? (Mgt, Fin)
Ans: It refers to that portion of material cost variance which is due to the difference between the standard
prices specified and the actual paid for direct material used.

. What is overhead variance? (Mgt-22)
Ans: Overhead variance is the difference between the standard cost of overhead absorbed in the output
achieved and the actual overhead incurred.
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93. What types of organization makes use of standard costing? (Mgt)

94.

95.

96.

97.

98.

99.

100.

101

102

103

Ans: The organization those are relating to production use standard costing.
What do you mean by variance analysis? (Acc)
Ans: According to CIMA variance analysis is a process of determining variance and causes of its.
What is ABC costing? (Acc, Fin-22)
Ans: Activity based costing refers to a costing system by identifying individual activities as the
fundamental cost objects.
What type of organization make use of standard costing?
Ans: The organizations those are relating to production uses standard costing.
What do you mean by labor cost variance? (Fin)
Ans: Labor cost variance is the difference between standard direct labor cost and actual direct labor cost
incurred for the production achieved.
What is activity-based management? (Acc)
Ans: Activity based management (ABM) is a method of identifying and evaluating activities that a
business performs using activity-based costing to carry out a value chain analysis of a re-engineering
initative to improve strategic and operational decisions in an organization.
What is activity cost pool? (Acc-22)
Ans: Set of costs which are incurred when certain operations are performed within the organization is
called activity cost pool.
What is variance? (Acc-22)
Ans: The difference between actual and standard cost is called variance.
. Give two examples of non-cash expenses. (Fin)
Ans: 1. Depreciation; 2. Goodwill
.Write down the formula of segregation semi-variable cost by high-low method. (Fin)
. . __ High Value—Low Value
Ans: Variable Rate = i A

.What is cost-benefit balance? (Fin-22)
Ans: Cost-benefit balance is weighting estimated cost against probable benefits, the primary
consideration in choosing among accounting system and method.

104. Elaborations: (Acc, Mgt, Fin)

GAAP — Generally Accepted Accounting Principles.

ICAB - Institute of Chartered Accountants of Bangladesh.

ICMAB - Institute of Cost and Management Accountants of Bangladesh.
ACCA — Association of Chartered Certified Accountants.

TQM — Total Quality Management.

CAT - Certified Accounting Technician.

CVP — Cost Volume Profit

JIT —Just In Time

IFA — International Federation of Accountants
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Entrepreneurship (232511)
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Financial Management (In English) 232513
Chapter — 1
. What is finance? (Mgt)

Ans: Finance can be defined as the art and science of managing money.
. What is financial management? (Acc-22, Fin, Mgt)
Ans: Financial management means planning, organizing, directing and controlling the financial activities
such as procurement and utilization of funds of the enterprise.
. Who is financial manager? (Fin)
Ans: Who plays the role to active financial management is called financial manager.
. What do you mean by investment decision? (Fin)
Ans: Investment decision involves the decision of allocation of capital to long-term assets that would
provide benefits in the future.
. What is corporate social responsibility (CSR)? (Acc, Mgt)
Ans: Corporate social responsibility is a business outlook that acknowledges a firm’s responsibilities to
its stake holders and natural environment.
. What is corporate governance? (Acc, Mgt)
Ans: Corporate governance is the system, in a corporation is governed and deals with the various
interests of its consumers, shareholders, employees and society at large.
. What is agency cost? (Acc, Mgt)
Ans: The cost borne by the stockholders to maintain a governance structure that maximizes agency
problems and contributes to the maximization of owner wealth.
. What is social responsibility? (Acc, Fin-22)
Ans: The firms responsible for the welfare of their employees, customers and the communities is where
their corporations.
Define wealth maximization. (Acc, Fin)
Ans: Wealth maximization means maximizing the net present value or wealth of a course of action to
shareholders.
. What is agency problem? (Acc, Fin)
Ans: The probability conflict of interest between the shareholders and management of a firm is known as
agency problem.
. What is hurdle rate? (Acc)
Ans: Hurdle rate is the minimum rate that a company expects to earn when investing in a project.
. What is corporate finance? (Acc.)
Ans: Corporate financial deals with the promotion, capitalization, financing, investing and financial
administration of the carnation.
. What is business ethics? (Acc.)
Ans: The standards of conduct by which one’s actions are judged as right or wrong, honest or dishonest,
fair or unfair are ethics.
. What is capital budgeting? (Acc, Fin, Mgt)
Ans: Capital budgeting is the process of identifying, analyzing and selecting investment projects whose
returns (cash flows) are expected to extend beyond one year.
. What is capital rationing? (Fin-22, Mgt)
Ans: The capital rationing refers to the choice of investment proposals under financial constraints in
terms of a given size of capital.
. Explain IRR. (Acc)
Ans: The internal rate of return is the discount rate that equates the sum of the present values of series
cash inflows with initial investment.
. What is net present value (NPV)? (Acc.)
Ans: Net present value is the present value of an investment project’s net cash flows minus project’s
initial cash outflows.
. What is payback period? (Acc.)
Ans: The payback period is the time required for the firm to recover its initial investment in a project, as
calculated from cash flows.
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20.

21.

. What is mutually exclusive project? (Acc.)
Ans: A project whose acceptance precludes the acceptance of one or more alternative projects.
What is risk? (Fin, Mgt)
Ans: Risk is the financial loss or more formally, the variability of returns associated with a given assets.
What is financial risk? (Acc-22, Fin)
Ans: Financial risk refers to the additional risk placed on firm’s shareholders as a result of debt use in
financing. Financial risk can be measured by rations such as firm’s financial leverage multiplier, total
debt to assets ratio etc.
. What is portfolio risk? (Fin)
Ans: Portfolio revenues are known to be a portfolio risk.
. What is systematic risk? (Fin)
Ans: Systematic risk refers to the risk inherent to the entire market or market segment.
. What is risk free rate of return? (Fin)
Ans: Risk free rate of return is a return obtainable from default risk free government security.
. What are the two components of return? (Fin)
Ans: Two components of return are income, which includes interest payments on fixed income
investment, and dividends from stocks that an investor receives.
. What is growth firm or growing company? (Fin, Mgt)
Ans: The firm which rate of return is higher that its cost of capital is called growth firm.
. What is beta? (Fin)
Ans: Beta is an index of the degree of movement of an asset’s return in response to a change in the
market return.
. What is RADR? (Fin)
Ans: Risk adjusted discount rate is the discount rate that reflects the risk of a particular capital budgeting
project.
. What is risk premium? (Acc.)
Ans: The excess return required from an investment in a likely asset over that required from a risk free
investment.
. What is sensitivity analysis?
Ans: Sensitivity analysis indicates exactly how much NPV will change in response to given change in an
input variable, other things held constant.
. What is scenario analysis? (Fin)
Ans: Scenario analysis is a behavioral approach similar to sensitivity analysis but broader in scope.
. What is cash conversion cycle? (Fin, Mgt)
Ans: The flow of cash from purchase of inventory to production, from production to sell of goods and
collection of receivables and again purchase or raw materials can be termed as the cash conversion cycle.
. What is correlation? (Acc.)
Ans: A statistical measure if relationship between any two series of numbers representing data of any
kind.
. What is budget? (Acc.)
Ans: A numerical plan for organizing and controlling the future activities of an organization is called
budget.
. What is simulation? (Mgt)
Ans: Simulation analysis involves working with continuous probability distributions, and the output of a
simulation analysis is a distribution of net present values or rates of return.
. What is tax shield? (Mgt)
Ans: A tax deductible expense the protects (shields) an equivalents amount of revenue from begins taxed
by reducing taxable income.

Chapter — 3
. What is business risk? (Fin-22, Mgt)
Ans: Business risk refers to the associated with the firm’s operations. Its impact is shown in the
variability of firm’s operating income.
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. Define arbitrage. (Fin-22, Mgt)
Ans: Arbitrage means finding two assets that are essentially the same, buying the cheaper and selling the
more expensive.

. What is arbitrage process? (Acc, Fin)
Ans: The arbitrage process is the purchase of securities whose prices are lower and sale of securities
whose prices are higher, unrelated markets which are temporarily out of equilibrium.

. What is capital structure? (Acc, Fin)
Ans: Capital structure refers to the mixture of long term sources of debt and equity funds.

. What is optimum capital structure? (Acc, Fin, Mgt)
Ans: Optimum capital structure is the capital structure that minimizes the firm’s cost of capital and
thereby maximizes the value of the firm.

. What is financial structure? (Fin)
Ans: The financial structure of a firm means the total of all liabilities and ownership claims the sum of
what is usually the credit side of the balance sheet.

. What is earning per share (EPS)? (Acc, Fin-22, Mgt)
Ans: EPS represents the amount earned during the period on behalf of each outstanding share of
common stock.

. What is price earning (P/E) ratio? (Acc.)
Ans: The P/E ratio measures the amount that investors are willing to pay for each taka of firm’s
earnings. The higher P/E ratio, the greater is investor confidence.

. What is indifferent point? (Acc-22)
Ans: Indifferent point is the level of EBIT where EPS is the sum of two alternatives.

. What is debt capacity? (Acc.)
Ans: Debt capacity is the maximum proportion of debt that the firm can include in its capital structure
and still maintain its lowest composite cost of capital.

. What is cost driver? (Acc.)
Ans: Any output measure of resources and activities is called cost driver.

. Define marginal cost? (Acc.)
Ans: The additional cost resulting from producing and selling one additional unit is called marginal cost.

. What is corporate tax? (Acc-22)
Ans: A tax must be paid by a corporation based on the amount of profit generated. The amount of tax,
and how it is calculated, varies depending upon the region where the company is located.

. What is levered firm? (Acc-22, Fin, Mgt)
Ans: A firm capital include loan, bond, debenture is called levered firm.

. What is WACC? (Fin)
Ans: WACC may be defined as the average or overall cost of capital.

. What is financial distress? (Fin)
Ans: Financial distress is a term in corporate finance used to indicate a condition when promises to
creditors of a company are broken or honoured with difficulty.

. What is CAPM? (Fin)
Ans: The capital asset pricing model is a model that describes the relationship between the expected
return and risk of investing in a security.

. What is peaking order theory? (Fin)
Ans: A hierarchy of financing that begins with retained earnings, which is followed by debt financing
and finally external equity financing.

. What is leverage? (Fin-22)
Ans: Leverage refers to use of fixed costs in an attempt to increase (or level up) profitability.

. Who developed the NI approach? (Mgt)
Ans: David Durand developed the NI approach.

. What is bankruptcy costs? (Mgt)
Ans: The administrative, legal and opportunity cost that are associated with bankruptcy are known as
bankruptcy costs.
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Chapter — 4

. What is stock dividend? (Fin, Mgt)
Ans: A stock dividend is the payment, to existing owners of dividend in the form of stock.

. What is small stock dividend? (Mgt)
Ans: A small stock dividend is a stock dividend that represents less than 20 to 25 percent of the common
stock outstanding when dividend is declared.

. What is cash dividend? (Acc.)
Ans: When a certain portion of the divisible profit is distributed among the shareholders in form of cash
then it is termed as cash dividend.

. What is preferred stock?
Ans: Preferred stock is a kind of stock which got priority achieving dividend and capital back.

. What is retained earnings? (Mgt)
Ans: Retained earnings is a earnings not distributed to the owners as dividends, a form of internal
financing.

. What is stock split? (Acc-22, Fin-22, Mgt)
Ans: A stock split is a method commonly used to lower the market price of a firm’s stock by increasing
the number of shares belonging to each stockholder.

. What is reverse stock split? (Fin)
Ans: Reverse stock split is a method used to raise the market price of a firms stock by exchanging a
certain numbers of outstanding shares for one new share.

. What is flotation cost? (Acc-22, Mgt)
Ans: The costs associated with issuing securities ‘such as underwriting’ legal listing and printing fees.

. What is bonus share? (Acc.)
Ans: Bonus share are additional shares given to the current shareholders without any additional cost,
based upon the number of shares that a shareholders own.

. What is dividend policy?
Ans: Dividend policy is the firms plan of action to be followed whenever a dividend decision in made.

. Define dividend pay-out ratio (D/P ratio). (Acc, Fin)
Ans: Dividend payout ratio indicates the percentage of company’s earnings that paid out to the
shareholders in cash. It is calculated by dividing the firm’s cash dividend per share by its earnings per
share.

. What is stable dividend policy? (Fin)
Ans: Stable dividend policy means payment of certain minimum amount of dividend regularly
irrespective in the time of firm’s profit or loss.

. What are the main two types of dividend? (Fin)
Ans: The main two types of dividend are: 1. Cash Dividend; 2. Stock Dividend.

. What is retention ratio? (Fin-22)
Ans: The part or percentage of the net earnings that is retained is known as retention ratio.

. Mention the types of firms as directed by Walter Model. (Acc.)
Ans: The types of firms as directed by Walter Model are 1. Growth firm, 2. Normal Firm, 3. Declining
firm.

. What is trade off model? (Fin)
Ans: The trade off model of capital structure is a financial theory that suggest that a company should
balance the costs and benefits of various sources of financing, such as debt and equity in order achieve
an optimal structure.

Chapter — 5

. What is BSEC? (Acc, Fin, Mgt)
Ans: Bangladesh Securities and Exchange Commission was established on 8" June, 1993. BSEC
indicates Bangladesh Securities and Exchange Commission. It is the regulator of the capital market of
Bangladesh Comprising DSE and CSE. The commission is a statutory body and attached to the ministry
of finance.

. What is capital market? (Fin, Mgt)
Ans: Capital market is the market for relatively long-term financial instruments.
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77.

78.

79.

80.

81.

82.

83.

84.

. What is money market? (Acc, Fin, Mgt)
Ans: A financial relationship created between suppliers of fund and demanders of short-term funds.
What is primary market? (Acc, Mgt)
Ans: Primary market is the market in which firms issue new securities to raise corporate capital.
What is secondary market? (Acc.)
Ans: Secondary market is the market which outstanding stock are traded after they have been issued by
companies.
What is financial market? (Fin)
Ans: Financial market is forms in which supplies of funds and demanders of funds can transact business
directly.
What is the characteristics of financial market? (Fin-22)
Ans: The characteristics of financial market is transaction of financial assets.
What is hybrid security? (Fin)
Ans: Hybrid security is a form of debt or equity financing that processes characteristics of both debt &
equity financing.
What is stock? (Acc.)
Ans: Financial instruments used for raising fund are combinly known as stock.
What do you mean by stock repurchase? (Fin, Mgt)
Ans: Stock repurchase is a program by which a company buys back its own shares from the marketplace,
reducing the number of outstanding shares.
What is right share? (Acc-22, Fin)
Ans: The number of right shares proposed small not excess five for each existing share held in the
company. The holder of rights has three choices. 1. Exercise them and subscribe for additional shares; 2.
Sell them because they are transferable; 3. Do nothing and let them expire.
. What is prospectus? (Acc.)
Ans: A prospectus summarizes information about a new security issue and the issuing company.
. What is IPO? (Acc-22, Fin, Mgt)
Ans: When a company issues ordinary share to the public for the first time then it is known as initial
public offering (IPO).
. What is public issue?
Ans: When a company offer openly to the public for raising funds, then it called public issue.
. What is new issued market? (Acc)
Ans: The new issue market is the market for stock of companies that go public, and the issue is called
new issued market.
. What is right issue? (Fin, Mgt)
Ans: A right issue is an issue of the rights to buy additional securities in a company made to the
company’s existing security holders.
. Does share price fall after right issue? (Fin)
Ans: Yes, share price fall after right issue.
. What underwriting? (Fin)
Ans: Underwriting is the role of the investment bank is beating the risk of reselling at a profit the
securities purchased from an issuing company at an agree on price.
. What is record date? (Acc.)
Ans: The date set by the board of direction when dividend is declared, which an investor must be a
shareholder of record to be entitled to the upcoming dividend.
. What is the best effort offering?
Ans: Best effort offering instead of underwriting a securities issue, investment bankers may sell the issue
on a best effort offering basis.
. What is pre-emptive right? (Acc, Fin-22)
Ans: The privilege of the shareholders to maintain their proportional company ownership by purchasing
a proportionate share of any new issue of common stock, or securities convertible into common stock.
. What is junk bond? (Fin)
Ans: The junk bond which is high risk, high yield instruments, issued by firms that use a great deal of
financial leverage.
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96. What is bond refunding? (Acc-22, Fin, Mgt)
Ans: Bond refunding a replacing an old debt is issue with a new one usually to lower the interest cost.
97. What is private placement? (Fin)
Ans: A private placement is the sale of stock to only or a few investors, usually institutional investors.
98. What is sinking fund? (Fin)
Ans: A sinking fund is a fund containing money set aside or saved to pay off a debt or bond.
99. What is option price? (Mgt)
Ans: The price paid by the buyer of an option contract for the right to buy or sell a security at a specified
price in the future is called the option price.

Chapter — 6
100.Define corporation.
Ans: A corporation is an artificial being created by law.
101.What is hire purchase?
Ans: Hire purchase is a types of installment credit under which the hire purchase angered to take the
goods on hire. Alters rental which is inclusive of the repayment of the principles.
102.What is lease?
Ans: Lease is a contract between a lessor, the owner of the assets and a lessor the user of the assets.
103.What is operating lease? (Acc, Mgt)
Ans: Operating lease is short-term lease used to finance asset and is not fully amortized over the life of
the asset.
104.What is financial lease? (Acc.)
Ans: Financial lease is the lease used in connection with long-term assets and amortize the entire cost of
the asset over the life of lease.
105.What is direct lease? (Fin)
Ans: When the lease belongs to the owner of the assets and users of the assets with direct relationship it
is called as direct lease.
106.What is capital lease? (Fin)
Ans: Capital lease is a longer term lease than an operating lease that is non cancelable and obligates the
lessee to make payments for the use of an asset over a predefined period of time.
107.What is international lease? (Mgt)
Ans: The international lease refers to the type of lease agreement where one or more parties to the lease
agreement reside or are domiciled in different countries.
108.What is lease financing? (Acc, Fin, Mgt)
Ans: Lease financing is the process by which a firm can obtain the use of certain fixed assets for which it
must make a series of contractual, periodic, tax deductible payments.
109.What sale and lease back? (Fin)
Ans: Under sale and lease back arrangement, the firm sells an asset that it owns and then leases to same
asset back from the buyer.
110. What is residual value? (Mgt)
Ans: The value of a leased asset at the end of the lease period is called residual value.
111. What is lease rental? (Mgt)
Ans: The lessee pays to the lessor for the lease transaction is the leased rental.
112.What is the formula to calculate loan installment at the beginning of the year? (Mgt)

Ans:A:PVX{ = }(1+i)
(1+i)n
Chapter — 7
113.What is working capital? (Fin)
Ans: Working capital simply refers to the capital which is required to finance current assets.
114.What is working capital cycle? (Fin)
Ans: Starting from the purchase of raw materials, stock in the warehouse, produce marketable product,

sell on credit and collection from debtors and payment to the suppliers of raw materials within a lasting
period is called the working capital cycle.
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115.What is working capital management?
Ans: Working capital management is the management of current assets, current liabilities and the
relationship between them.
116.What is venture capital? (Acc, Fin)
Ans: If the angels become successful then additional capital financed by the established investors this
additional capital is known as venture capital.
117.What is gross working capital? (Acc, Fin, Mgt)
Ans: Total amount invested in the current assets of a company is termed as gross working capital.
118.What is net working capital? (Acc-22, Fin-22)
Ans: The time period between the requisition of inventory and the collection of cash from receivables is
called net working capital.
119.What is operation cycle? (Mgt)
Ans: The time period between the requisition of inventory and the collection of cash from receivables is
called operation cycle.
120.What is inventory turnover? (Mgt)
Ans: Inventory turnover is a ration showing how many time a company has sold and replace inventory
during a given period.
121.What is spontaneous financing? (Acc.)
Ans: Spontaneous financing consists of the trade credit and other accounts payable which arise
“spontaneously” in the firm’s day to day operations. For example include wages and salaries payable,
accrued interest and accrued taxes.
122.What is cash conversion cycle? (Acc, Fin, Mgt)
Ans: The flow of cash from purchase of inventory to production, from production to sell of goods and
collection of receivables and again purchase or raw material can be termed as the cash conversion cycle.
123.What is economic order quantity (EOQ)? (Acc, Fin)
Ans: The order size associated with minimized cost is called economic order quantity.
124.What is lock box system? (Fin)
Ans: Lock box system simply a post office box that your bank establishes for your business and that
bank will control.
125.What is inventory conversion period? (Fin-22)
Ans: The inventory conversion period also known as the days inventory outstanding, is a financial metric
that measures the average number of days it takes for a company to sell its inventory.
126.Elaborate following words: (Acc, Fin, Mgt)
CAPM = Capital Asset Pricing Model.
BSEC = Bangladesh Securities and Exchange Commission.
IPO = Initial Public Offering.
RADR = Risk Adjusted Discount Rate.
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SWIFT = The Society for Worldwide Interbank Financial Telecommunication.
ATM = Automated Teller Machine.
ACH = Automatic Clearing House.
BCBS = Basel Committee on Banking Supervision.
CEO = Chief Executive Officer.
IDRA = Insurance Development and Regulatory Authority.
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