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Fun Financial Knowledge Quiz – Answers! 
 
 
1. What are the key differences between profit and cash? 

3 key differences: 
i. Timing differences, e.g. sale recognised when sales invoice raised, however 

usually 30 days before receive payment for invoice 
ii. Month end accounting adjustments, such as depreciation, amortisation, accruals, 

prepayments, etc.  All jargon explained in blogs! 
iii. Pay and receive cash for items not included on the Profit & Loss account, such as 

Assets which appear on the Balance Sheet. 
 
2. What is an accrual? 

Best estimate of an expense that has been incurred but an invoice not yet received, e.g. use the 

telephone in January and therefore know there will be a cost but don’t yet know exactly what 

that cost is until the invoice is received in February or later. 

3. What does ‘the bottom line’ mean? 
Pre-tax profit 

4. What is the difference between gross and net profit?  
Gross profit = revenue less direct costs, i.e. those costs directly related to earning that revenue, 

e.g. selling the stock in a shop 

Net profit = revenue less direct costs less overheads, i.e. overheads being all the general costs of 

running the business regardless of whether you earn any revenue, such as salaries, rent, 

stationery, electricity, professional fees, etc. 

5. How can a profitable business still go under? 
It can run out of cash.  No cash = no business, even if it is showing a profit. 

6. How would you calculate the net profit margin? 
Net profit/revenue – usually shown as a % 

7. What is working capital? 
Debtors (customers who owe you money) plus stock less creditors (suppliers to whom you owe 

money) and, in some calculations, plus cash – all of critical importance to manage in a business 

8. Which categories balance on the balance sheet? 
Total assets = total liabilities + equity 

9. What do the following acronyms mean: 
a. PBT  profit before tax (pre-tax profit, the ‘bottom line’) 
b. EBITDA Earnings before interest, tax, depreciation & amortisation (usually trading or                         

operating profit) 
c. ROCE return on capital employed (revenue/shareholder funds) 
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10. What is a fixed asset? 
An asset that is expected to last for more than one year. 

 
11. What is the difference between capital expenditure (capex) and revenue/operational expenditure 

(opex)? 
Capital expenditure is your expenditure on fixed assets. 

Revenue or operational expenditure is your expenditure on every items, your overheads. 

12. What is depreciation? 
Estimated reduction in value, due to wear and tear, etc., of your assets.  Just think how much 

your shiny new car reduces in value as soon as you drive it off the forecourt!  This estimate in 

the reduction in value is shown in the P&L as a cost. 

13. How would understanding the business financials help you in your role? 
I’m sure you will have many answers for this!  Ultimately, finance is the language of business.  I 
would encourage non-finance professionals to educate and empower themselves to understand 
exactly how they can improve the financial health and performance of the organisations they work 
in.  If people don’t know, how can they help?!  Finance is much more dynamic and exciting than 
you may think – I promise! 
 
 

Interested in our training courses and workshops? 
To find out more, please click here: <<link to training courses page>> 
 
Contact us for more details: andi@financetrainingacademy.com or call 07921 252758. 


