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FRA – Income Statement, Balance Sheet, Cash Flow Statement - 3 Question 1



To convert an indirect statement of cash flows to a direct basis, the analyst would: A) add decreases in accounts receivables to net sales. B) subtract increases in inventory from cost of goods sold. C) add increases in accounts payable to cost of goods sold.



Question 2



JME acquired an asset on January 1, 2004, for $60,000 cash. At that time JME estimated the asset would last 10 years and have no salvage. During 2006 JME estimated the remaining life of the asset to be only three more years with a salvage value of $3,000. If JME uses straight line depreciation, what is the depreciation expense for 2006? A) $6,000. B) $16,000. C) $15,000.



Question 3



Selected information from Caledonia, Inc.’s financial activities in the year 20X6 is as follows: • • • • •



Net income = $460,000. 2,300,000 shares of common stock were outstanding on January 1. The average market price per share was $2 and the year-end stock price was $1.50. 1,000 shares of 8%, $1,000 par value preferred shares were outstanding on January 1. Preferred dividends were paid in 20X6. 10,000 warrants, each of which allows the holder to purchase 100 shares of common stock at an exercise price of $1.50 per common share, were outstanding the entire year.



Caledonia’s diluted earnings per share for 20X6 are closest to: A) $0.15. B) $0.17. C) $0.13.
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Question 4



Eagle Manufacturing Company reported the following selected financial information for 2007: Accounts payable turnover Cost of goods sold Average inventory Average receivables Total liabilities Interest expense Cash conversion cycle



5.0 $30 million $3 million $8 million $35 million $2 million 13.5 days



Assuming 365 days in the calendar year, calculate Eagle's sales for the year. A) $58.4 million. B) $52.3 million. C) $57.8 million.



Question 5



Which of the following is least likely a routinely used operating profitability ratio? A) Sales/Total Assets B) Net income/net sales. C) Gross profit/net sales.



Question 6



Consider the following statements. Statement #1: Par value is a nominal dollar value assigned to shares of stock in a corporation’s charter. Statement #2: The par value of common stock represents the amount the corporation received when the stock was issued. With respect to these statements: A) only statement #1 is correct. B) both statements are correct. C) only statement #2 is correct.
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Question 7



An analyst has gathered the following data pertaining to Hegel Company’s construction projects, which began during 2002:



Contract price Costs incurred in 2002 Estimated costs to complete Billed to customers during 2002 Received from customers during 2002



Project 1 $420,000 240,000 120,000 150,000 90,000



Project 2 $300,000 280,000 40,000 270,000 250,000



Part 1) If Hengel used the completed contract method, what amount of gross profit (loss) would Hengel report in its 2002 income statement for: Project 1 A) B) C)



$0 $0 ($20,000)



Project 2 ($20,000) $0 $0



Part 2) If Hengel used the percentage-of-completion method, what amount of gross profit (loss) would Hengel report in its 2002 income statement? A) $22,500. B) $20,000. C) $(20,000).



Question 8



Comparative income statements for E Company and G Company for the year ended December 31 show the following (in $ millions):



Sales Cost of Goods Sold Gross Profit Sales and Administration Depreciation Operating Profit Interest Expense Earnings Before Taxes Income Taxes Earnings after Taxes



E Company 70 (30) 40 (5) (5) 30 (20) 10 (4) 6



G Company 90 (40) 50 (15) (10) 25 (5) 20 (8) 12
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The financial risk of E Company, as measured by the interest coverage ratio, is: higher than G Company's because its interest coverage ratio is less than G Company's, but at least one-third of G Company's. lower than G Company's because its interest coverage ratio is at least three times G B) Company's. higher than G Company's because its interest coverage ratio is less than one-third of G C) Company's. A)



Question 9



Selected information from Indigo Corp.’s financial activities in the year 20X9 included the following: • • • • • • •



Net income is $5,600,000. The tax rate is 40%. 500,000 shares of common stock were outstanding on January 1. The average market price per share was $82 in 20X9. 6,000 5% coupon $1,000 par value convertible bonds, which are convertible at a ratio of 20 shares for each bond, were outstanding the entire year. 200,000 shares of common stock were issued on July 1. 100,000 shares of common stock were purchased by the company as treasury stock on October 1.



Indigo Corp.’s diluted earnings per share for 20X9 are closest to: A) $8.32. B) $9.74. C) $8.49.



Question 10



An analyst has collected the following data about a firm: • • •



Receivables turnover = 20 times. Inventory turnover = 16 times. Payables turnover = 24 times.



What is the cash conversion cycle? A) Not enough information is given. B) 26 days. C) 56 days.
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Question 11



During 2007, Topeka Corporation entered into the following transactions: Transaction #1 – Interest on a certificate of deposit owned by Topeka was credited to Topeka’s investment account. Transaction #2 – Topeka sold 10,000 shares of common stock at $30 that had been repurchased by Topeka last year for $20. Should Topeka recognize the results of these transactions as income on the income statement for the year ended December 31, 2007? A) Neither should be recognized. B) Only one should be recognized. C) Both should be recognized.



Question 12



During 2004, Covax Corp. reported net income of $2.4 million and 2 million shares of common stock. Covax paid cash dividends of $14,000 to its preferred shareholders and $30,000 to its common shareholders. In 2004, Covax issued 900, $1,000 par, 5.5 percent bonds for $900,000. Each bond is convertible to 50 shares of common stock. Assume the tax rate is 40%. Compute Covax’s basic and diluted EPS. Basic EPS Diluted EPS $1.19 $1.22 A) $1.22 $1.22 B) C) $1.19 $1.18



Question 13



Do gains and losses, as well as expenses appear on the income statement? A) Only expenses appear on the income statement. B) Only gains and losses appear on the income statement. C) Both appear on the income statement.
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Question 14



An analyst has gathered the following information about a company: Balance Sheet Assets Cash



100



Accounts Receivable



750



Marketable Securities



300



Inventory



850



Property, Plant & Equip



900



Accumulated Depreciation



(150)



Total Assets



2750



Liabilities and Equity Accounts Payable



300



Short-Term Debt



130



Long-Term Debt



700



Common Stock



1000



Retained Earnings



620



Total Liab. and Stockholder's equity



2750



Income Statement Sales



1500



COGS



1100



Gross Profit



400



SG&A



150



Operating Profit



250



Interest Expense



25



Taxes



75



Net Income



150



Determine the current ratio and the cash ratio.



A) B) C)



Current Ratio 1.98 4.65 2.67



Cash Ratio 1.86 0.93 1.07
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Question 15



An examination of the cash receipts and payments of Xavier Corporation reveals the following: Cash paid to suppliers for purchase of merchandise Cash received from customers Cash paid for purchase of equipment Dividends paid Cash received from issuance of preferred stock Interest received on short-term investments Wages paid Repayment of loan to the bank Cash from sale of land



$5,000 14,000 22,000 2,000 10,000 1,000 4,000 5,000 12,000



Under U.S. GAAP, Xavier’s reported cash flow from operations will be: A) -$5,000. B) $5,000. C) $6,000.



Question 16



The only section of the statement of cash flows that must be adjusted to convert a statement of cash flows from the indirect to the direct method is: A) cash flows from investing. B) cash flows from financing. C) cash flows from operations. Question 17



Red Oak Corporation is a furniture manufacturer located in Canada. Red Oak is financed with a combination of debt and equity. The debt consists of unsecured zero-coupon bonds that mature in 20 years. For income tax purposes, interest on the bonds is deductible when accrued. Red Oak’s equity consists of common stock and preferred stock. No dividends have ever been paid on Red Oak’s common stock; however, dividends are paid quarterly to the preferred shareholders. Should the accrued interest on the zero-coupon bonds and the dividends paid to the preferred shareholders be reported as a nonoperating component of Red Oak’s net income? Accrued interest



Preferred dividends



A) Yes



Yes



B) Yes



No



C) No



Yes
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Question 18



Which of the following ratios would least likely measure liquidity? A) Quick ratio. B) Return on assets (ROA). C) Current ratio. Question 19



Mark Industries' income statement and related notes for the year ended December 31 are as follows (in $): Sales Cost of Goods Sold Wages Expense Depreciation Expense Interest Expense Income Tax Expense Net Income



42,000,000 (32,000,000) (1,500,000) (2,500,000) (1,000,000) (2,000,000) 3,000,000



During the year: • • • • •



Wages Payable increased $100,000. Accumulated Depreciation increased $2,500,000. Interest Payable decreased $200,000. Income Taxes Payable increased $500,000. Dividends of $100,000 were declared and paid.



Mark Industries’ cash flow from operations (CFO) for the year ended December 31 was: A) $5,900,000. B) $4,800,000. C) $4,400,000. Question 20



Which of the following items regarding the corporate income statement is most accurate? Examples of extraordinary items include expropriations of property and equipment by foreign A) governments, losses from earthquakes and tornados, and gains from the sale of investments in subsidiaries. Unusual or infrequent items appear in the income statement of a corporation as a component B) of net income from continuing operations. If a corporation disposes of a business segment that is separable from the company's core C) business activities, the results of the discontinued segment are reported as a separate line item below income from continuing operations on a pre-tax basis.
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Question 21



Are dividends paid to common shareholders and foreign currency translation gains and losses included in a firm’s other comprehensive income? Dividends paid



Foreign currency translation gains and losses



A) No



Yes



B) Yes



Yes



C) No



No



Question 22



An analyst has gathered the following information about a company: Income Statement for the Year 2004 $1,500 Sales Expenses COGS $1,300 Depreciation 30 Int. Expenses 40 Total expenses 1,370 Income from cont. op. 130 Gain on sale 30 Income before tax 160 Income tax 64 Net Income $96 Additional Information: Dividends paid Common stock sold Equipment purchased Bonds issued Fixed asset sold for (original cost of $100 with accumulated depreciation of $70) Accounts receivable decreased by Inventory decreased by Accounts payable increased by Wages payable decreased by What is the cash flow from operations? A) $170. B) $156. C) $135.
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$30 20 50 80 60 30 20 20 10



Question 23



When calculating earnings per share (EPS) for firms with complex capital structures, convertible bonds are ordinarily considered to be: A) embedded debt securities. B) antidilutive securities. C) potentially dilutive securities.



Question 24



On January 1, 20x7, Omega Corporation paid $45,000 to renew its property insurance for 3 years. What amount of insurance expense should Omega report for the year-ended December 31, 20x7 and what is the balance of Omega’s prepaid insurance account on December 31, 20x8? Insurance expense



Prepaid insurance



A) $15,000



$15,000



B) $15,000



$30,000



C) $45,000



$15,000



Question 25



An analyst has gathered the following information about a company: Balance Sheet Assets Cash



100



Accounts Receivable



750



Marketable Securities



300



Inventory



850



Property, Plant & Equip



900



Accumulated Depreciation



(150)



Total Assets



2750



Liabilities and Equity Accounts Payable



300



Short-Term Debt



130



Long-Term Debt



700



Common Equity



1000



Retained Earnings



620



Total Liab. and Stockholder's equity



2750
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Income Statement Sales



1500



COGS



1100



Gross Profit



400



SG&A



150



Operating Profit



250



Interest Expense



25



Taxes



75



Net Income



150



What is the ROE? A) 10.7%. B) 9.9%. C) 9.3%.



Question 26



When considering the impact of warrants on earnings per share, the method to calculate the number of shares added to the denominator is derived using which method? A) Treasury Stock method. B) Cost recovery method. C) Weighted average method. Question 27



Interest payments, either as part of a coupon payment or to creditors, are always considered which type of cash flow? A) Financing. B) Operating. C) Investing. Question 28



Assume that Q-Tell Incorporated is in the communications industry, which has an average receivables turnover ratio of 16 times. If the Q-Tell’s receivables turnover is less than that of the industry, Q-Tell’s average receivables collection period is most likely: A) 20 days. B) 12 days. C) 25 days.
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Question 29



Use the following information to calculate cash flows from operations using the indirect method.       



Net Income: $12,000 Depreciation Expense: $1,000 Loss on sale of machinery: $500 Increase in Accounts Receivable: $2,000 Decrease in Accounts Payable: $1,500 Increase in Income taxes payable: $500 Repayment of Bonds: $3,000 A) Increase in cash of $10,500. B) Increase in cash of $7,500. C) Increase in cash of $9,500.



Question 30



When the cost of goods and services used are recognized as an expense in the same period that its generated revenue is recognized, which of the following principle(s) is (are) being described? A) The matching and accrual principles. B) The accrual and expense recognition principles. C) The matching principle for revenue and expense recognition.



Question 31



In preparing a forecast of future financial performance, which of the following best describes sensitivity analysis and scenario analysis, respectively? Description #1 – A computer generated analysis based on developing probability distributions of key variables that are used to drive the potential outcomes. Description #2 – The process of analyzing the impact of future events by considering multiple key variables. Description #3 – A technique whereby key financial variables are changed one at a time and a range of possible outcomes are observed. Also known as “what-if” analysis. Sensitivity analysis Scenario analysis A) Description #3



Description #2



B) Description #3



Description #1



C) Description #2



Description #3
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Question 32



Adams Co.'s common sized balance sheet shows that: • • • •



Current Liabilities = 20% Equity = 45% Current Assets = 45% Total Assets = $2,000



What are Adams' long-term debt to equity ratio and working capital? Debt to Equity



Working Capital



A) 0.78 B) 0.78 C) 1.22



$500 $250 $500



Question 33



An airplane manufacturing company routinely builds fighter jets for the U.S. armed forces. It takes fourteen months to build one jet, and the government pays for them in installments over the fourteenmonth period. Which revenue recognition method should be used? A) Installment sales method. B) Percentage-of-completion method. C) Completed contract method. Question 34



What is the net income of a firm that has a return on equity of 12%, a leverage ratio of 1.5, an asset turnover of 2, and revenue of $1 million? A) $360,000. B) $40,000. C) $36,000. Question 35



The SSP Company had 5 million shares outstanding on January 1. On February 15 the board of directors approved a 3:2 stock split, effective April 1. What is the weighted average number of shares outstanding for the SSP Company for year-end? A) 7,500,000 shares. B) 6,875,000 shares. C) 5,625,000 shares.
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Question 36



Do the following characteristics have to be met in order to classify a liability as current on the balance sheet? Characteristic #1 – Settlement is expected within one year or operating cycle, whichever is less. Characteristic #2 – Settlement will require the use of cash within one year or operating cycle, whichever is greater. Characteristic #1 Characteristic #2 A) Yes



No



B) No



Yes



C) No



No



Question 37



A firm with a capital structure consisting of only common stock and non-convertible bonds is said to have a: A) simple capital structure. B) non-diluted capital structure. C) straight capital structure.



Question 38



McQueen Corporation prepared the following common-size income statement for the year ended December 31, 20X7: Sales Cost of goods sold Gross profit



100% 60% 40%



For 20X7, McQueen sold 250 million units at a sales price of $1 each. For 20X8, McQueen has decided to reduce its sales price by 10%. McQueen believes the price cut will double unit sales. The cost of each unit sold is expected to remain the same. Calculate the change in McQueen’s expected gross profit for 20X8 assuming the price cut doubles sales. A) $150 million increase. B) $50 million increase. C) $80 million increase.
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Question 39



An examination of the cash receipts and payments of Xavier Corporation reveals the following: Cash paid to suppliers for purchase of merchandise Cash received from customers Cash paid for purchase of equipment Dividends paid Cash received from issuance of preferred stock Interest received on short-term investments Wages paid Repayment of loan to the bank Cash from sale of land



$5,000 14,000 22,000 2,000 10,000 1,000 4,000 5,000 12,000



Xavier's cash flow from financing (CFF) and cash flow from investing (CFI) will be: CFF A) B) C)



CFI $10,000 $3,000 $3,000



$12,000 $12,000 -$10,000



Question 40



John Stone, CFA, is an investment advisor specializing in the preparation of company and industry reports for high net worth customers at Learmon Brothers. Currently, Stone is preparing a report on Soft Corporation, a rapidly growing software company. The explosive growth of this company was financed primarily by an initial public offering in which 3,000,000 shares were issued at a price of $20 per share on June 27, 2004. Soft Corporation received additional capital when employee stock options for 1,000,000 shares at a price of $10 were exercised on January 1, 2005. Stone realizes the importance of cash flow on a company's financial health and would like to include a projected statement of cash flows for 2005. Soft Corporation financial statements are presented in Tables 1 and 2. Included are the projected statements for the year ending December 31, 2005. Table 1 Soft Corporation Balance Sheets as of December 31(in millions) Actual 2004 Projected 2005 Cash $24.0 $26.0 Accounts Receivable 17.0 24.0 Inventory 100.0 150.0 PP&E 100.0 125.0 Accumulated depreciation (30.0) (35.0) Total Assets $211.0 $290.0
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Accounts payable Long-term debt Common stock Retained earnings Total liabilities and equity



$91.0



$101.0



20.0 80.0 20.0 $211.0



40.0 90.0 59.0 $290.0



Table 2 Soft Corporation Income Statement for Years Ended December 31 (in millions except per share data) Actual 2004 Projected 2005 Sales $80.0 $198.0 COGS (38.0) (90.0) Gross profit $42.0 $108.0 (13.0) (3.0) $(16.0)



(30.0) (5.0) $(35.0)



Interest expense



$(4.0)



$(5.0)



Pretax Income Income tax expense Net income



22.0 (7.0) $15.0



68.0 (25.0) $43.0



EPS



$2.0



$4.3



Average shares outstanding (millions) Dividends per share



7.5 $0.1



10.0 $0.4



SG&A Depreciation Operating expenses



Part 1) Stone decides to use the direct method to compute Soft Corporation's projected operating cash collections. Using this method, which of the following is Soft Corporation's projected operating cash collections for the year ending December 31, 2005 (in millions)? A) 198.0. B) 1.0. C) 191.0. Part 2) Stone decides to use the direct method to compute Soft Corporation's projected cash inputs. Under this method, what will Soft Corporation's projected cash outflow inputs into the manufacturing process be for the year ending December 31, 2005 (in millions)? A) -130.0. B) +90.0. C) -80.0.
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Question 41



All of the following are considered a potentially dilutive securities EXCEPT: A) preferred stock. B) stock options. C) warrants.



Question 42



Which of the following is least likely reported net of tax on the income statement under U.S. GAAP? A) Interest expense. B) Income from discontinued operations. C) Extraordinary items.



Question 43



The Allen Corporation had 100,000 shares of common stock outstanding at the beginning of the year. Allen issued 30,000 shares of common May 1. On July 1, the company issued a 10% stock dividend. On September 1, Allen issued 1,000, 10% bonds convertible into 21 shares of stock each. What is the weighted average number of shares to be used in computing basic and diluted earnings per share (EPS), assuming the convertible bonds are dilutive?



A) B) C)



Basic Shares 132,000 130,000 132,000



Diluted Shares 139,000 132,000 146,000



Question 44



Consider the following: Statement #1 – The presentation formats of balance sheets vary from company to company. Statement #2 – A classified balance sheet cannot follow an account format. With respect to these statements: A) only one is correct. B) both are correct. C) both are incorrect.
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Question 45



Which, if any, of the following statements about the installment sales method and cost recovery method is correct? Statement 1: The cost recovery method recognizes revenue and associated costs of goods sold only when cash is received, based on gross profit margin. Statement 2: The installment sales method recognizes sales when cash is received, but no gross profit is recognized until all of the cost of goods sold is collected. A) Only one of these statements is correct. B) Neither statement is correct. C) Both statements are correct.



Question 46



Nichols Company’s net income for 20X6 was $978,000 with 1,250,000 shares outstanding. The average share price in 20X6 was $8.50. Nichols issued 2,000 warrants to purchase 100 shares each for $10 per share in 20X5. Nichols Company’s diluted earnings per share (diluted EPS) for 20X6 is closest to: A) $0.782. B) $0.777. C) $0.768.



Question 47



According to the Financial Accounting Standards Board, what is the appropriate balance sheet treatment for available-for-sale securities and where are the unrealized gains and losses reported? Balance sheet



Unrealized gains and losses



A) Amortized cost



Other comprehensive income



B) Fair value



Net income



C) Fair value



Other comprehensive income
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Question 48



The Beeline Company has the following balance sheet and income statement. Beeline Company Balance Sheet As of December 31, 2004 2003 $50 100 200



2004 Cash $60 Accounts payable Accounts receivable 110 Long-term debt Inventory 180 Common stock Retained earnings Fixed assets (gross) 800 900 Total liabilities and equity Less: Accumulated depreciation 200 250 Fixed assets (net) 600 650 Total assets $950 $1,000 Beeline Company Income Statement For year ended December 31, 2004 Sales Less: COGS Depreciation Selling, general, and administrative expenses Interest expense Income before taxes Less tax Net income



$1,000 600 50 160 23 $167 67 $100



The cash flow from operations for 2004 is: A) $260. B) $210. C) $150.
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2003 2004 $100 $150 400 300 50 50 400 500 $950 $1,000



Question 49



Given the following information about a company: • • •



Receivables turnover = 10 times. Payables turnover = 12 times. Inventory turnover = 8 times.



What are the average receivables collection period, the average payables payment period, and the average inventory processing period respectively? Average Receivables Collection Period 37 A) 37 B) 37 C)



Average Payables Payment Period 30 45 30



Average Inventory Processing Period 52 46 46



Question 50



Which of the following items would least likely be included in cash flow from financing? A) Dividends paid to shareholders. B) Purchase of treasury stock. C) Gain on sale of stock of a subsidiary. Question 51



Which of the following ratios would NOT be used to evaluate how efficiently management is utilizing the firm’s assets? A) Fixed asset turnover. B) Payables turnover. C) Gross profit margin. Question 52



Consider the following: Statement #1 – Copyrights and patents are tangible assets that can be separately identified. Statement #2 – Purchased copyrights and patents are amortized on a straight line basis over 30 years. With respect to the statements about copyrights and patents acquired from an independent third party: A) both are incorrect. B) only statement #2 is incorrect. C) only statement #1 is incorrect.
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Question 53



An analyst has gathered the following information about a company:



Assets Cash Accts. Rec. Inventories Fixed Assets Accum. Depr. Total



Income Statement 2005 Sales $650 Expenses COGS $445 Depreciation 10 Selling, General & Admin. 112 Interest 10 Total expenses 577 Pre-tax income $73 Taxes 29 Net income $44 Balance Sheet 2004 2005 Liabilities 50 35 Accts. Payable 120 140 Wages Payable 75 70 Bonds 215 190 Common Stock (105) Retained Earnings (95) 365 330



2004 115 55 100 50 45 365



2005 90 50 90 20 80 330



Note: the dividend payout ratio equals 20%. What is the net increase or decrease in cash? A) -$15. B) +$15. C) +$43.



Question 54



Eagle Company’s financial statements for the year ended December 31, 2005 were as follows (in $ millions): Income Statement Sales Cost of Goods Sold Wages Expense Interest Expense Depreciation Gain on Sale of Equipment Income Tax Expense Net Income



150 (48) (56) (12) (22) 6 ( 8) 10 ©2010 Finstructor. All Rights Reserved



Balance Sheet 12-31-04 12-31-05 Cash 32 52 Accounts Receivable 18 22 Inventory 46 44 Property, Plant & Equip. (net) 182 160 Total Assets 278 278 Accounts Payable 28 33 Long-term Debt 145 135 Common Stock 70 70 Retained Earnings 35 40 Total Liabilities & Equity 278 278 Cash flow from operations (CFO) for Eagle Company for the year ended December 31, 2005 was (in $ millions). A) $41. B) $29. C) $37.



Question 55



Which of the following items is least appropriately described as a liability arising from an operating activity for a non-financial company? A) Cash advances from customers. B) The current portion of long-term debt. C) Trade payables.



Question 56



Lightfoot Shoe Company reported sales of $100 million for the year ended 20X7. Lightfoot expects sales to increase 10% in 20X8. Cost of goods sold is expected to remain constant at 40% of sales and Lightfoot would like to have an average of 73 days of inventory on hand in 20X8. Forecast Lightfoot’s average inventory for 20X8 assuming a 365 day year. A) $8.0 million. B) $22.0 million. C) $8.8 million.
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Question 57



Jodi Lein, small business consultant, is currently working with RJ Landscaping, a sole proprietorship. She is trying to educate the owner on the importance of monitoring cash flows. Operating information as of the end of the most recent month appears below: • • • • • • • •



Cash from sale of truck of $7,000. Cash salaries paid of $17,000. Cash from customers of $45,000. Depreciation expense of $5,500. Interest on bank line of credit of $1,000. Cash paid to suppliers of $22,000. Other cash expenses, including rent, of $6,300. No taxes due.



Using this information, what is the cash flow from operations for the month? A) $11,200. B) -$1,300. C) -$300.



Question 58



Determine the cash flow from investing given the following table: Item Cash payment of dividends Sale of equipment Net income Purchase of land Increase in accounts payable Sale of preferred stock Increase in deferred taxes A $10. ) B -$5. ) C ) $10.



Amount $30 $25 $25 $15 $20 $25 $5
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Question 59



Extraordinary items are: A) unusual in nature and infrequent. B) unusual in nature or infrequent. C) related to the normal course of business.



Question 60



An analyst has gathered the following information about Zany Corp. • • • • •



Net income of $200,000 for the year ended December 31, 2004. During 2004, 50,000 common shares were outstanding. Zany has 10,000 shares of 7%, $50 par convertible preferred stock outstanding, each convertible into two shares of common. 5,000 warrants are outstanding with an exercise price of $24. Each warrant is convertible into one common share. The average market price per common share during 2004 was $20.



Calculate Zany's basic and diluted earnings per share (EPS) for 2004.



A) B) C)



Basic EPS $3.30 $3.30 $4.00



Diluted EPS $2.00 $2.86 $2.86



Question 61



A complex capital structure would typically contain: A) variable rate notes. B) convertible bonds. C) bank notes.



Question 62



Which of the following statements regarding first in, first out (FIFO) is least accurate? A) Ending inventory consists of the cost of the most recent purchases. B) Cost of goods sold consists of the costs of the first purchases. C) Items sold are a mix of the cost of the purchases.
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Question 63



Determine the cash flow from operations given the following table. Item Cash payment of dividends Sale of equipment Net income Purchase of land Increase in accounts payable Sale of preferred stock Increase in deferred taxes Profit on sale of equipment A) $35. B) $20. C) $45.



Amount $30 $25 $25 $15 $20 $25 $5 $15



Question 64



Zichron, Inc., had the following equity accounts on December 31: • • • •



Common stock: 20,000 shares. Preferred stock A: 10,000 shares convertible into common on a 2 for 1 basis, dividend of $40,000 was declared during the year. Preferred stock B: 10,000 shares, convertible to common on a 4 for 1 basis, dividend of $5,000 was declared during the year. The company reported net income of $120,000 and paid a $20,000 dividend to its common shareholders.



Part 1) What are the basic earnings per share reported for the year? A) $2.75. B) $3.75. C) $2.00. Part 2) What are the diluted earnings per share reported for the year? A) $3.00. B) $1.50. C) $1.33.
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Question 65



XYZ, Inc., latest Income Statement, Balance Sheet and Statement of Cash Flows are below. Use this information to answer the following questions: Income Statement Sales Revenue



19,580



Cost of Goods Sold



7,319



Gross Margin



12,261



Wage Expense



900



SG&A



4,336



Depreciation Expense



662 5,898



Income from Operations



6,363



Other Income/Expenses Interest Expense



(750)



Gain on Sale of Land



119 (631)



Pretax Income



5,732



Income tax



1,605



Net Income



4,127 Balance Sheet 12/31/04



12/31/03



Assets Current Assets Cash



2,098



410



Accounts receivable



4,570



4,900



Inventory



4,752



4,500



877



908



Total



12,297



10,718



Land



0



4,000



Property, Plant & Equipment



11,000



11,000



Accumulated Depreciation



(5,862)



(5,200)



Total Assets



17,435



20,518



Prepaid SGA
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Cash Flow from Operations Net Income



4,127



Increase in Accounts Receivable



330



Increase in Accounts Payable



(489)



Increase in Inventory



(252)



Increase in Wages Payable



94



Increase in Prepaid SGA



31



Depreciation



662



Gain on Sale of Land



(119)



Net cash from Operations



4,384



Cash Flow from Investments Sale of Land



4,119



Net Cash from Investments



4,119



Cash Flow from Financing Retirement of LT Debt Dividends Paid



(6,042) (773)



Net Cash from Financing



(6,815)



Net Increase in Cash



1,688



Beginning Cash



410



Ending Cash



2,098 Liabilities and Equity 12/31/04



12/31/03



Accounts Payable



4,651



5,140



Wages Payable



2,984



2,890



100



100



Total



7,735



8,130



Long term Debt



1,346



7,388



Common Stock



4,000



4,000



Retained Earnings



4,354



1,000



17,435



20,518



Current Liabilities



Dividends Payable



Equity



Total Liabilities and Equity
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Part 1) At the end of 2004, what were XYZ’s current, quick and cash ratios?



Current Ratio A) 1.59 1.48 B) 1.59 C)



Quick Ratio 1.59 0.86 0.86



Cash Ratio 0.27 0.27 0.27



Part 2) What was the return on equity (ROE) based on year-end equity? A) 0.67. B) 0.49. C) 0.58. Question 66



An analyst has gathered the following information about a company: • • •



Cost of goods sold = 65% of sales. Inventory of $450,000. Sales of $1 million.



What is the value of this firm’s average inventory processing period using a 365-day year? A) 252.7 days. B) 0.7 days. C) 1.4 days. Question 67



Peterson Painting Company is a commercial painting contractor. At the beginning of 20X7, Peterson’s net working capital was $350,000. The following transactions occurred during 20X7: Performed services on credit Purchased office equipment for cash Recognized salaries expense Purchased paint supplies on on credit Consumed paint supplies Paid salaries Collected accounts receivable Recognized straight-line depreciation expense Paid accounts payable



$150,000 10,000 54,000 25,000 20,000 50,000 157,000 2,000 15,000



Calculate Peterson’s working capital at the end of 20X7 and the change in cash for the year 20X7.



©2010 Finstructor. All Rights Reserved



Working capital



Change in cash



A) $416,000



$82,000



B) $414,000



$82,000



C) $416,000



$80,000



Question 68



Which type of a capital structure contains no dilutive securities? A) Basic. B) Complex. C) Simple.



Question 69



Examples of potentially dilutive securities include all of the following EXCEPT: A) convertible preferred stock. B) non-convertible bonds. C) options.



Question 70



Which of the following statements regarding basic and diluted earnings per share (EPS) is most accurate? A) To calculate diluted EPS, use net income less preferred dividends in the numerator. B) Neither basic nor diluted EPS considers antidilutive securities in its computation. C) If diluted EPS is less than basic EPS then the convertible securities are said to be antidilutive.



Question 71



What is the impact on accounts receivable if sales exceed cash collections and what is the impact on accounts payable if cash paid to suppliers exceeds purchases? A) Both accounts payable and accounts receivable will increase. B) Only accounts payable will increase. C) Only accounts receivable will increase.
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Question 72



For the year ended December 31, 2007, Gremlin Corporation reported the following transactions: • • • • •



Issued 5,000 shares of preferred stock for land with a fair value of $4.8 million. Purchased a patent for $3.3 million cash. Acquired 40% of the common stock of an affiliate for $2.7 million cash which was borrowed from a bank. Exchanged equipment with a book value of $1.7 million for equipment valued at $2.1 million. The exchange was an even trade. Converted bonds payable with a book value of $5 million to 50,000 shares of common stock with a fair value of $6 million.



Calculate Gremlin’s cash flow from investing activities and cash flow from financing activities for the year ended December 31, 2007. Cash flow from investing activities



Cash flow from financing activities



A) $1.7 million inflow



$1.3 million outflow



B) $2.7 million outflow



$6.0 million inflow



C) $6.0 million outflow



$2.7 million inflow



Question 73



A 12 percent $100,000 convertible bond was issued on October 1, 2004. It is dilutive and can be converted into 18,000 shares. The effective income tax rate for the year was 40%. What adjustments should be made to calculate diluted earnings per share? < Interest added to the >> numerator



Shares added to the denominator



A) $12,000



18,000



B) $1,800



4,500



C) $12,000



4,500



Question 74



John Stone, CFA, is an investment advisor specializing in the preparation of company and industry reports for high net worth customers at Learmon Brothers. Currently, Stone is preparing a report on Soft Corporation, a rapidly growing software company. The explosive growth of this company was financed primarily by an initial public offering in which 3,000,000 shares were issued at a price of $20 per share on June 27, 2004. Soft Corporation received additional capital when employee stock options for 1,000,000 shares at a price of $10 were exercised on January 1, 2005. Stone realizes the importance of cash flow on a company's financial health and would like to include a projected statement of cash flows for 2005.
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Soft Corporation financial statements are presented in Tables 1 and 2. Included are the projected statements for the year ending December 31, 2005. Table 1 Soft Corporation Balance Sheets as of December 31 (in millions) Actual 2004 Projected 2005 Cash $24.0 $26.0 Accounts Receivable 17.0 24.0 Inventory 100.0 150.0 PP&E 100.0 125.0 Accumulated depreciation (30.0) (35.0) Total Assets $211.0 $290.0 $91.0 $101.0 20.0 40.0 80.0 90.0 20.0 59.0 $211.0 $290.0 Table 2 Soft Corporation Income Statement for Years Ended December 31 (in millions except per share data) Actual 2004 Projected 2005 $80.0 $198.0 (38.0) (90.0) $42.0 $108.0



Accounts payable Long-term debt Common stock Retained earnings Total liabilities and equity



Sales COGS Gross profit



SG&A Depreciation Operating expenses



(13.0) (3.0) $(16.0)



(30.0) (5.0) $(35.0)



Interest expense



$(4.0)



$(5.0)



Pretax Income Income tax expense Net income



22.0 (7.0) $15.0



68.0 (25.0) $43.0



EPS



$2.0



$4.3



Average shares outstanding (millions) Dividends per share



7.5 $0.1



10.0 $0.4



Part 1) Stone decides to use the direct method to compute Soft Corporation's projected net cash flow from financing activities. Under this method, what will Stone report Soft Corporation's projected net cash flow from financing activities to be for 2005 (in millions)? A) 26.0. B) 36.0. C) 30.0. ©2010 Finstructor. All Rights Reserved



Part 2) Under the direct method, what will Stone find Soft Corporation's projected net change in cash to be for the year ending December 31, 2005? A) $9,000,000. B) $2,000,000. C) $4,000,000.



Question 75



Assume a firm with a debt to equity ratio of 0.50 and debt equal to $35 million makes a commitment to acquire raw materials with a present value of $12 million over the next 3 years. For purposes of analysis the best estimate of the debt to equity ratio should be: A) 0.500. B) 0.573. C) 0.671.



Question 76



An analysis of the industry reveals that firms have been paying out 45% of their earnings in dividends, asset turnover = 1.2; asset-to-equity (A/E) = 1.1 and profit margins are 8%. What is the industry’s projected growth rate? A) 4.55%. B) 4.95%. C) 5.81%.



Question 77



The Widget Company had net income of $1 million for the period. There were 1 million shares of widget common stock outstanding for the entire period. If there are 100,000 options outstanding with an exercise price of $40, what is the diluted earnings per share for Widget common stock if the average price per share over the period was $50? A) $1.00. B) $0.98. C) $0.99.
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Question 78



A firm has a cash conversion cycle of 80 days. The firm's payables turnover goes from 11 to 12, what happens to the firm's cash conversion cycle? It: A) shortens. B) may shorten or lengthen. C) lengthens.



Question 79



Given the following information, what is the adjustment to net income when calculating cash flow from operations using the indirect method? • • • • •



Increase in accounts payable of $25. Sold one share of stock for $15. Paid dividends of $10 to shareholders. Depreciation expense of $100. Increase in inventory of $20. A) +$105. B) -$50. C) -$95.



Question 80



Consider the following: Statement #1: One approach to presenting a common-size cash flow statement is to express each inflow of cash as a percentage of total cash inflows and each outflow of cash as a percentage of total cash outflows. Statement #2: Expressing each line item of the cash flow statement as a percentage of revenue is useful in forecasting future cash flows. Which of these statements regarding a common-size cash flow statement is (are) CORRECT? A) Only statement #1 is correct. B) Both statements are correct. C) Only statement #2 is correct. Question 81



Capital Corp.’s activities in the year 2005 included the following: •



At the beginning of the year, Capital purchased a cargo plane from Aviation Partners for $10 million in a transaction consisting of $2 million cash, $3 million in Capital Corp. bonds and $5 million in Capital Corp. preferred stock. ©2010 Finstructor. All Rights Reserved



• •



Interest of $150,000 was paid on the bonds, and dividends of $250,000 were paid on the preferred stock. At the end of the year, the cargo plane was sold for $12,000,000 cash to Standard Company. Proceeds from the sale were used to pay off the $3 million in bonds held by Aviation Partners.



On Capital Corp.’s Statement of Cash Flow for the year ended December 31, 2005, cash flow from investments (CFI) related to the above activities is: A) $6,750,000. B) $10,000,000. C) $9,750,000. Question 82



A company has the following changes in its balance sheet accounts: Net Sales An increase in accounts receivable A decrease in accounts payable An increase in inventory Sale of common stock Repayment of debt Depreciation Net Income Interest expense on debt



$500 20 40 30 100 10 2 100 5



The company’s cash flow from financing is: A) $90. B) $100. C) -$10. Question 83



Statement #1 – As compared to the price-to-earnings ratio, the price-to-cash flow ratio is easier to manipulate because management can easily control the timing of the cash flows. Statement #2 – One of the benefits of earnings per share as a valuation metric is that it facilitates the comparison of firms of different sizes. With respect to these statements: A) only one is correct. B) both are correct. C) both are incorrect.
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Question 84



Given the following income statement: Net Sales Cost of Goods Sold Gross Profit Operating Expenses Operating Profit (EBIT) Interest Earnings Before Taxes (EBT) Taxes Earnings After Taxes (EAT)



200 55 145 30 115 15 100 40 60



What are the interest coverage ratio and the net profit margin? Interest Coverage Ratio 7.67 A) 2.63 B) C) 0.57



Net Profit Margin 0.30 0.30 0.56



Question 85



Assume that the exercise price of an option is $11, and the average market price of the stock is $16. Assuming 1,039 options are outstanding during the entire year, what is the number of shares to be added to the denominator of the Diluted EPS? A) 325. B) 714. C) 1,039.



Question 86



Matrix, Inc.’s common size income statement for the years ended December 31, 20X1 and 20X2 included the following information (percent of net sales): Sales Cost of Goods Sold Gross Profit Selling General & Administrative Depreciation Operating Profit (EBIT) Interest Expense



20X1 100 (55) 45 (5) (7) 33 (15)



20X2 100 (60) 40 (5) (8) 37 (7)
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Earnings before Taxes Income Tax Expense Earnings after Taxes



18 (6) 12



30 (10) 20



Analysis of this data indicates that from 20X1 to 20X2: A) cost of goods sold increased. B) the effective tax rate increased. C) interest expense per dollar of sales declined.



Question 87



The ZZT Company went public on June 1, 2004, by issuing 25 million shares of common stock. In 2005, the firm raised additional capital by issuing 2 million shares of preferred stock. What is the weighted average number of common shares outstanding for the year ending December 31, 2005? A) 25,000,000. B) 14,583,333. C) 10,416,667.



Question 88



To calculate the cash ratio, the total of cash and marketable securities is divided by: A) total liabilities. B) current liabilities. C) total assets.



Question 89



John Stone, CFA, is an investment advisor specializing in the preparation of company and industry reports for high net worth customers at Learmon Brothers. Currently, Stone is preparing a report on Soft Corporation, a rapidly growing software company. The explosive growth of this company was financed primarily by an initial public offering in which 3,000,000 shares were issued at a price of $20 per share on June 27, 2004. Soft Corporation received additional capital when employee stock options for 1,000,000 shares at a price of $10 were exercised on January 1, 2005. Stone realizes the importance of cash flow on a company's financial health and would like to include a projected statement of cash flows for 2005. Soft Corporation financial statements are presented in Tables 1 and 2. Included are the actual statements for the year ending December 31, 2004. Table 1 Soft Corporation Balance Sheets as of December 31 (in millions) ©2010 Finstructor. All Rights Reserved



Actual 2004 Projected 2005 Cash Accounts Receivable Inventory PP&E Accumulated depreciation Total Assets



$24.0 17.0 100.0 100.0 (30.0) $211.0



$26.0 24.0 150.0 125.0 (35.0) $290.0



Accounts payable $91.0 $101.0 Long-term debt 20.0 40.0 Common stock 80.0 90.0 Retained earnings 20.0 59.0 Total liabilities and equity $211.0 $290.0 Table 2 Soft Corporation Income Statement for Years Ended December 31 (in millions except per share data) Actual 2004 Projected 2005 Sales $80.0 $198.0 COGS (38.0) (90.0) Gross profit $42.0 $108.0 (13.0) (3.0) $(16.0)



(30.0) (5.0) $(35.0)



Interest expense



$(4.0)



$(5.0)



Pretax Income Income tax expense Net income



22.0 (7.0) $15.0



68.0 (25.0) $43.0



EPS



$2.0



$4.3



Average shares outstanding (millions) Dividends per share



7.5 $0.1



10.0 $0.4



SG&A Depreciation Operating expenses



Under the indirect method, what will Stone find Soft Corporation's projected net change in cash to be for the year ending December 31, 2005? A) $9,000,000. B) $2,000,000. C) $4,000,000.
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Question 90



Orange Company’s net income for 2004 was $7,600,000 with 2,000,000 shares outstanding. The average share price in 2004 was $55. Orange had 10,000 shares of eight percent $1,000 par value convertible preferred stock outstanding since 2003. Each preferred share was convertible into 20 shares of common stock. Orange Company’s diluted earnings per share (Diluted EPS) for 2004 is closest to: A) $3.40. B) $3.80. C) $3.45. Question 91



Would an increase in net profit margin or in the firm’s dividend payout ratio increase a firm’s sustainable growth rate? Net profit margin



Dividend payout ratio



A) Yes



Yes



B) Yes



No



C) No



No



Question 92



During 2007, Brownfield Incorporated purchased $140 million of inventory. For the year just ended, Brownfield reported cost of goods sold of $130 million. Inventory at year-end was $45 million. Calculate inventory turnover for the year. A) 3.71. B) 2.89. C) 3.25. Question 93



Galaxy Corporation manufactures custom motorcycles. Galaxy finances the motorcycles over 36 months for customers who make a minimum down payment of 10%. Historically, Galaxy has experienced bad debt losses equal to 1% of sales. Galaxy also provides a 24 month unlimited warranty on all new motorcycles. In the past, warranty expense has averaged 3% of sales. Ignoring taxes, how does the recognition of bad debt expense and warranty expense at the time of sale affect Galaxy’s liabilities? Bad debt expense



Warranty expense



A) No effect



No effect



B) Increase



Increase



C) No effect



Increase
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Question 94



Selected information from Gerrard, Inc.’s financial activities in the most recent year was as follows: • • • • • • •



Net income was $330,000. The tax rate was 40%. 700,000 shares of common stock were outstanding on January 1. The average market price per share for the year was $6. Dividends were paid during the year. 2,000 shares of 8% $500 par value preferred shares, convertible into common shares at a rate of 200 common shares for each preferred share, were outstanding for the entire year. 200,000 shares of common stock were issued on March 1.



Gerrard, Inc.’s diluted earnings per share (diluted EPS) was closest to: A) $0.197. B) $0.289. C) $0.261.



Question 95



A company has convertible preferred stock outstanding. In the computation of diluted earnings per share, common shares issued when convertible preferred stock is converted are added to the denominator of the basic EPS equation, and the numerator is: A) not adjusted. B) adjusted by adding back non-convertible preferred stock dividends. C) adjusted by adding back convertible preferred stock dividends.



Question 96



An analyst has gathered the following information about a company: Balance Sheet Assets Cash



100



Accounts Receivable



750



Marketable Securities



300



Inventory



850



Property, Plant & Equip



900



Accumulated Depreciation Total Assets



(150) 2750
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Liabilities and Equity Accounts Payable



300



Short-Term Debt



130



Long-Term Debt



700



Common Stock



1000



Retained Earnings



620



Total Liab. and Stockholder's equity



2750



Income Statement Sales



1500



COGS



1100



Gross Profit



400



SG&A



150



Operating Profit



250



Interest Expense



25



Taxes



75



Net Income



150



What is the receivables collection period? A) 183. B) 243. C) 365.



Question 97



Guidance from the U.S. Securities and Exchange Commission regarding the criteria for revenue recognition least likely specifies that there must be: A) evidence of an arrangement between the buyer and the seller. B) reasonable assurance that the product will be delivered or the service will be rendered. C) a determined or determinable price.



Question 98



Convenience Travel Corp.’s financial information for the year ended December 31, 2004 included the following: Property Plant & Equipment $15,000,000 Accumulated Depreciation 9,000,000
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The only asset owned by Convenience Travel in 2005 was a corporate jet airplane. The airplane was being depreciated over a 15-year period on a straight-line basis at a rate of $1,000,000 per year. On December 31, 2005 Convenience Travel sold the airplane for $10,000,000 cash. Net income for the year ended December 31, 2005 was $12,000,000. Based on the above information, and ignoring taxes, what is cash flow from operations (CFO) for Convenience Travel for the year ended December 31, 2005? A) $12,000,000. B) $13,000,000. C) $8,000,000. Question 99



Zimmer Co. had the following common shares outstanding:     



January 1, 2003: 50,000 October 1, 2003: Issued 20,000 shares March 1, 2004: Issued a 10% stock dividend July 1, 2004: Declared a 2 for 1 stock split October 1, 2004: Repurchased 30,000 shares



Calculate the weighted average number of common shares outstanding for 2003 and 2004. 2003 A) B) C)



2004 55,000 55,000 10,000



146,500 124,500 124,000



Question 100



When calculating cash flow from operations (CFO) using the indirect method which of the following is most accurate? When recognizing a gain on the sale of fixed assets, the amount is a deduction to operating cash flows. B) The indirect method requires an additional schedule to reconcile net income to cash flow. In using the indirect method, each item on the income statement is converted to its cash C) equivalent. A)



Question 101



Assume that the exercise price of an option is $6, and the average market price of the stock is $10. Assuming 802 options are outstanding during the entire year, what is the number of shares to be added to the denominator of the diluted earnings per share (EPS)? A) 321. B) 481. C) 802.
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Question 102



As a general rule, revenue is normally recognized when it is: A) realizable and earned. B) earned. C) measurable. Question 103



A U.S. company uses the LIFO method to value its inventory for their income tax return. For its financial statements prepared for shareholders, the company may: A) use any other inventory method under generally accepted accounting principles (GAAP). B) use the FIFO method, but must disclose a LIFO reserve. C) only use the LIFO method. Question 104



Using the following data, find the return on equity (ROE). Net Income Total Assets Sales Equity $2 A) B) C)



$10 100%. 25%. 20%.



$10



$8



Question 105



Jersey, Inc.’s financial information included the following for its year ended December 31: • • • • •



160,000 shares of common stock were outstanding for the entire year. 18,000 shares of 10%, $100 par value cumulative preferred stock were outstanding for the entire year. Common stock dividends paid during the current year were $240,000. All preferred stock dividends were paid for the current year. Net income was $720,000.



Basic earnings per share for Jersey, Inc. for the year ended December 31 are closest to: A) $4.50. B) $2.81. C) $3.38.
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Question 106



A video rental store with a large inventory of newly released movies is attempting to determine an appropriate method of depreciation for its movies for rental. As well, it is trying to determine an appropriate method of determining the cost of its inventory of movies for sale. Which of the following treatments is most appropriate for the movies for rental and movies for sale? Movies for rental



Movies for sale



A) Straight-line depreciation



Last-in, first-out



B) Accelerated depreciation



Last-in, first-out



C) Accelerated depreciation



First-in, first-out



Question 107



Moulding Company’s net income was $13,820,000 with 2,600,000 shares outstanding. The average share price for the year was $58.00. Moulding had 10,000 options to purchase 10 shares each at $40 per share outstanding the entire year. Moulding Company’s diluted earnings per share are closest to: A) $3.71. B) $5.25. C) $5.32. Question 108



In calculating the numerator for diluted earnings per share, the dividends on convertible preferred stock are: A) added to earnings available to common shareholders with an adjustment for taxes. B) added to earnings available to common shareholders without an adjustment for taxes. C) subtracted from earnings available to common shareholders without an adjustment for taxes. Question 109



Favor, Inc.’s capital and related transactions during 2005 were as follows: • • • •



On January 1, $1,000,000 of 5-year 10% annual interest bonds were issued to Cover Industries in exchange for old equipment owned by Cover. On June 30, $50,000 of interest was paid to Cover On July 1, the bonds were returned to Favor in exchange for $1,500,000 par value 6% preferred stock. On December 31, preferred stock dividends of $45,000 were paid to Cover.



Favor, Inc.’s cash flow from financing (CFF) for 2005 (assume U.S. GAAP) is: A) -$95,000. B) -$45,000. C) -$1,045,000.
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Question 110



At the beginning of the year, Alpha Corporation purchased 10,000 shares of Beta Corporation for $20 per share. During the year, Beta paid a $2,000 cash dividend to Alpha. At the end of the year, Beta’s stock was selling for $22 per share. What amount should Alpha recognize in its year-end income statement if the investment is treated as an available-for-sale security and what amount should be recognized in the income statement if the investment is treated as a trading security? Available-for-sale



Trading security



A) $2,000



$22,000



B) $2,000



$20,000



C) $0



$22,000



Question 111



When considering convertible preferred stock which of the following components of the earnings per share (EPS) equation needs to be adjusted to calculate diluted earnings per share? A) The numerator. B) The denominator. C) The numerator and denominator.



Question 112



The primary difference between basic EPS and diluted EPS is that: A) proprietors and partners report basic EPS but corporations report diluted EPS. B) diluted EPS includes the potential effects of convertible securities while basic EPS does not. extraordinary items and discontinued operations are omitted from basic EPS but included in C) diluted EPS.



Question 113



Securities that would decrease earnings per share (EPS) if they were exercised and converted to common stock are called: A) dilutive securities. B) synthetic securities. C) antidilutive securities.
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Question 114



Ratio



20X3 20X4



Net profit margin



0.15 0.18



Total asset turnover



1.60 1.75



Financial leverage multiplier 1.00 1.50 Part 1) The return on equity (ROE) for 20X3 and 20X4 respectively is: A) 24% and 8%. B) 8% and 24%. C) 24% and 47%. Part 2) If the company’s net profit margin declines to 0.10 in 20X5, what total asset turnover would be needed in order to maintain the same ROE as in 20X4, assuming there is no change in the financial leverage multiplier? A) 2.50. B) 3.15. C) 1.50.
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Cash Flow Statement.pdf 

Cash Flow Statement is a statement that tells about the inflow and. outflow of cash and cash equivalents in an organization. Cash Flow Statement is also known.
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pdf balance sheet 

File: Pdf balance sheet. Download now. Click here if your download doesn't start automatically. Page 1 of 1. pdf balance sheet. pdf balance sheet. Open. Extract.














[image: alt]





Stock balance sheet - 

(+90)544/297 62 29 [email protected]. Date: 13.09.2016. Account: AURESCO INSTITUTE - 404311. Customer: Auresco Institute. Spodnje Gameljne 29D. 1211 Ljubljana. SI- Smartno. Stock balance sheet. Itemno. Description. Quantity. Gross kg. Gross oz.
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Statement of Cash Flows.pdf 

Page 1 of 1. Taka '000. Third quarter ended. Particulars. July' 01 2012 to. March 31' 2013 July' 01 2011 to March 31' 2012. A. Cash Flows from Operating ...
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[Cheat Sheet] 15 Credit & Balance Sheet Ratios.pdf 

Page 1 of 1. Cheat Sheet: Balance Sheet Ratios. Ratios to evaluate credit health and management's operating capital efficiency. Interest Coverage Ratios Calculation Healthy. Ratios that specifically measure a business's ability to make interest payme
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1.Balance sheet is prepared to show 2.Income tax ... 

Collection of all the accounts debited or credited in the general journal. A.Journal. B.Cash book. C.Petty cash book ... The period of 12 months commencing on the first day of April every year is known as. A.Financial year*. B.Accounting ..... D.30 m
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Balance sheet improvement continues; retain ... - Prabhudas Lilladher 

Jul 30, 2014 - EPS (Rs). PL. Cons. % Diff. 2015. 28.3. 27.3. 3.7. 2016. 33.4. 31.7. 5.5. Price Performance (RIC:UPLL.BO, BB:UPLL IN). Source: Bloomberg. 0.
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Balance sheet improvement continues; retain ... - Prabhudas Lilladher 

Jul 30, 2014 - the remaining 4% was driven by FX gains. EBITDA margins improved by 40bps YoY to 19.0%. Adjusted PAT for the quarter stood at Rs2.6bn, ...
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Balance Sheet 123116.pdf 

Page 1 of 1. Dec 31, 16. ASSETS. Current Assets. Checking/Savings. FNB-Cking #189677 5,772.36. Savings Account @ FNB 1,010.73. Total Checking/Savings ...
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balance sheet pdf example 

Sign in. Loadingâ€¦ Whoops! There was a problem loading more pages. Whoops! There was a problem previewing this document. Retrying... Download. Connect ...
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detailed balance sheet 2014.pdf 

Download. Connect more apps... Try one of the apps below to open or edit this item. detailed balance sheet 2014.pdf. detailed balance sheet 2014.pdf. Open.
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Balance Sheet 120516.pdf 

Sign in. Loadingâ€¦ Whoops! There was a problem loading more pages. Retrying... Whoops! There was a problem previewing this document. Retrying.
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Cash General Ledger Balance Board Report sept 2016.pdf 

There was a problem previewing this document. Retrying... Download. Connect more apps... Try one of the apps below to open or edit this item. October 2016 ...
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Cash General Ledger Balance Board Report Agust 2016.pdf 

September 2016 - Cash General Ledger Balance Board Report Agust 2016.pdf. September 2016 - Cash General Ledger Balance Board Report Agust 2016.pdf.
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Balance Statement for the month ending on Sep ... - 

Sarakki Branch, Bangalore. MICR Code : 560006057 ... [email protected]. [email protected]. [email protected].
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