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1. The Income Statement measures:

a. Profitability

b. Assetsand Liabilities
c. Cash

d. Allofabove
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. A sale on credit ends up on the income statment as

revenue and as what on the balance sheet ?

a. Accountreceivable

b. Long-term assets

c. Long-term liability

d. Operating cash flow
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. What happen when a company is profitable but col-

lection lags behind payments to vendors ?

a. Thecompanyis OK profits always become cash.

b. The company stands a good chance of running
out of money.

c. Thecompany needs to shift its focus to EBIT/

d. The cash flow statement will show a negative
bottom line.
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How is gross profit margin calculated ?

a. COGS/revenue

b. Cash flow statement
c. Neither ofthe above
d. Bothoftheabove
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. Which statement summarizes changes to parts of the

balance sheet:

a. Income statement .
b. Cash flow statement
c. Neither of the above
d. Bothoftheabove
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. EBIT is an important measure in companies because:

a. Itis freecash flow.

b. Itsubtracts interest and taxes from the net income
to get a truer picture of the business.

c. Itindicates the profitability of a company's op-
erations.

d. Itisthe key measure of earnings before indirect
costs and transfer.
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. Operating expenses includes all of the following ex-

cept:

a. Advertising cost

b. Administrative salaries

c. Expensedresearch and development
d. Delivery of raw materials
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. Owner's equity in a company increase when the com-

pany,
a. Increases its assets with debts

b. Decreases its debt by paying off loans with com-
pany cash

c. Increaseits profit
d. Alloftheabove

qubarneglep:el BEDBEem§T0pd cruadel 6e00)

c65[qul s2)05md3de[3E SBigSarnonps-

il see:(gs SEDBE0gpdigpiah cobdodw(gls

sl MYBHIE egooni(ge earegyp: vizbo™
e[p:§ ecoporoyges

ol oM sgodeg oxfgGan(gls

LI 9200000 g0l

20 O

: /))



o§cpqpepicoady cgdongneqicodingd

9. A Company has more cash today when :

e o

Customers pay their bills sooner
Accounts receivable increases
Profit increases

Retained earnings increases
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10. Which of the following is not part of working capi-

tal?

a‘!

b.
c.
d.

Account receivable
Inventory

Property, plants, and equipment
All of the above are working capital
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2000 | | 2009 ! |nerease
' {Decrease)
Assets ) o P . N ' "

Cash and marketable securities . § | 652500 | 486500 | 166,000
Accountsreceivable ' 555000 . 512000; | 43,000
lnventory . 835000 | 755000, ' 80,000
Prepaid expenses 123000 | 98000 | 25,000

NP S Wy | S——— W ——
Total Current Assets 2,165,500 ', 1851500 . 314,000

2,100,000 . ' 1,900,000 . 200,000

—_——

Gross property, plant and éaui_ﬁ-{-lc'ﬁt'_- o

Less: Accumulated depreciation © . 333000] | 290500 " (42500)

Net property, plant and equipment_ | 1767.000 ! 1.609.500 ' 157,500
r .

TotalAssets S '3','932.501':1"_"3.46'1.500- | 471,500

li_agbiti:i-g-s anq-dwner{' equity _ by .
Accounts payable . § _ 450000 ' 430000 °

I~ 20,000
Acquedexpenses 98000, 77000, ' 21000
Income taxpayable  17000' . 9000 | 8000
Short-termdebr 435000 |, 500000. (65000)
_ Total Current Liabilities o 1,000,000 , 1016000 .  (16000)
long-termdebt 750,000 660000 . . 50,000
Total Llabililes L 1750000 1676000 74000
- F—— — - y 4 ! :_ -
Contributed capital _ _' N S00,000 850000 . = 50,000
Retained earning __1.282.500 935,000 347.500
Total awners equlty 2182500 1785000 . 397,500
Total Uabilities and Owners' equity S _ 3932500 3461000 471509
I )

: /))
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Amalgamated Hat Rack income Statement

e e mwsieei . FOr theperiod ending December 31,2010
Retaillsales =~ = §: e _2,200000
CorporateSales T 1,000,000

Totalsalesrevenpee ., 3,200,000
less:Costofgoodssold ' " T """ 600,000

GrossProft * . 1600000

: I

s = S - S PR F— — - - S S e s 2
Less: Operating Expenses ! ! o 800,000
Less: Depreciation Expenses | | 42,500
_Eaming beforeinterest © . [ 757500
and taxes (EBIT) )

. = ] e TR — & we -—- - - - ma

Less: Interest Expenses 110,000
Earning beforeincometaxes ;' RN
less: Income Taxes ' 300,000
Netincome s~ T T 347,500

6§705000 gr6eE0lad: QL0960 QOC§ieaEGIDY
0§3080 (Operating Cost) [g&SloopS &€ go§ooss
QP:el comododeps §ras: cagbiaepn eepiocdeso§od
qPig¢ riean mpfopcdepdest [g§Jeersé o3ob§es

0D0IDEE0D o§odep: cﬂoEu’]mén

Income statement 03¢ Cloéoopd c§8:600p0§05°¢d
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0283 [3820p5 9260088008 cud[gPoopdeaddt: co§Ekecy,
Bpden OEBEOgdie:cl 2§08:6[g 520%0E2005008:03
VdE) OIS 005905 cupco:(gé: [§6a0p5I pows-
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Amalgamated Hat Rack multiperiod income statement

For the period ending December 31

o _ 2010 2009 2008
Retail Sales S 2200000 2000000 1,720,000
Corporate Sales 8 1,000,000 1,000,000 1,100,000
_ Totalsalesrevenve _  ° 7 3200000 3,000,000 _ 2.820,000
less:Costofgoodssold 1,600,000  1550,000  1400,000
Gross Profit _ 1,600,000 1450,000 1,420,000
Less: Operating Expenses ' 800,000 .- 810,000 .' 812,000
Less: Depreciation Expenses 42,500 44,500 45,500
faEning before interest 757,500 595,500 562,500
and taxes (EBIT)
Less: Interest Expenses _- 110,000 110,000 150,000
__ Eamingbefore incometaxes = 647,500 485,500 412,500
Less: Income Taxes 300,000 194200 165,000
‘Netlncome ~ § 347,500 291300 247,500
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Amalgates Hat Rack cash flow statement for the year ending

2010 Decembe, 31
Net Income o $ | 347,500
Operatingactivities - | -_-!,_.__....___"
_Accountsreceivable 1 1 (43,000)
Inventory | e, i .. \s0000)
_ Prepald expenses o S { ) _ (25,000)
. Accountspayable 4 _i___ 20000
_ Accrued expenses 4o 21,000
Income tax payable ' 8,000
Depreciationexpenses 1 " 42500

i ]
Tutal r.hanges tn nperahng assets and ||ab|IrtTes F 0 {'Es'smj
_ Cashflowfromoperation B . 291,000

]

lmreshng actnrmes ‘ ; ;_4::_:-_;:”

Sale of property, plants and equipment i ;- 267,000

Capital expenditure o P " (467,000)

_Cashflow frominvestingactivites | (200,000)

financing Activites T T oo

Short-term debt decrease . _. __les000)

_ Long-term borrowing © . Y 50000

_ Capital stocks .. 50000
Cash dividend to stockholders - | -

_ Cash flow from financing activities N ., 75,000

‘Inc.r&as-ein cash during year st 166,000
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