
Question 1 of 79

Information from Gatsby Industries’ 20x7 income statement is shown in the accompanying
chart. Based on this information, what was Gatsby's gross profit rate for 20x7? Round to the
nearest hundredth.

A. 76.31%

B. 23.69%

C. 62.31%

D. 33.69%

Question 2 of 79
Which of the following would not be included on a balance sheet?

A. Prepaid rent

B. Retained earnings

C. Cost of goods sold

D. Accumulated depreciation

Question 3 of 79
Last month, Shiloh Shoes had net sales of $40,000. If the firm's cost of goods sold was
$28,000, then

A. Shiloh's gross profit on sales was $12,000.

B. Shiloh's gross profit on sales was $68,000.

C. Shiloh's net income was $12,000.

D. Shiloh's net income was $68,000.



Question 4 of 79

The following table presents balance sheet data for Continental Manufacturing Co. for two
years. All data in thousands:

Based on common size analysis, long-term investments as a percent of total assets

A. increased by 1.7%.

B. decreased by 1.7%.

C. increased by 22.9%.

D. decreased by 22.9%.



Question 5 of 79

Intrepid Outdoors is a sporting goods store. Their net sales were $123,000 each year from
20x6 to 20x9. In which year would they have their lowest profit margin, given the net income in
the table shown here?

A. 20x6

B. 20x7

C. 20x8

D. 20x9

Question 6 of 79
All of the following are categories of cash flows on the statement of cash flows EXCEPT:

A. sales activities

B. financing activities

C. investing activities

D. operating activities

Question 7 of 79
Which of the following is an example of a base level for assets on a company's balance
sheet?

A. Current liabilities

B. Total assets

C. Total liabilities

D. Common stock



Question 8 of 79
If a company's gross profit as a percentage of net sales declines by 3%, it can be inferred that

A. its operating expenses as a percentage of net sales increased.

B. its operating expenses as a percentage of net sales decreased.

C. its cost of goods as a percentage of net sales increased.

D. its cost of goods as a percentage of net sales decreased.

Question 9 of 79

Sparks, Sparks, and Sparks is a legal firm founded by three brothers. The firm has been in
business for 20 years. Recently, the company hired Mary Rogers to oversee the financial side
of the business. As a method to understand its business better, she analyzed the financial
results over the last five years, focusing primarily on the different profit margins. Below are the
results:

20X7 20X6 20X5 20X4 20X3

Gross Margin 97% 97% 97% 96% 97%

Operating Margin 35% 40% 43% 48% 50%

Profit Margin 26% 25% 26% 24% 23%

What would explain this pattern of changing margins?

A. Sparks, Sparks, and Sparks is a service company, so the gross margin is irrelevant.

B. Salaries have been decreasing over time while interest and tax expense have been
increasing.

C. Sparks, Sparks, and Sparks has been using profits to pay off high interest debt and give
the founding partners substantial raises.

D. Sparks, Sparks, and Sparks is growing the firm by hiring more lawyers and has financed
this growth with additional debt.



Question 10 of 79

The GBF Company has the following financial information:

Year 1 Year 2

Net sales $20,000 $19,500

Cost of goods sold $8,000 $7,700

Gross profit $12,000 $11,800

Selling and administrative expenses $5,000 $4,900

Income from operations $7,000 $6,900

Interest expense $2,000 $2,050

Income before taxes $5,000 $4,850

Tax expense $1,300 $1,100

Net income $3,700 $3,750

Which of the following conclusions is correct?

A Selling and administrative expenses decreased relative to net sales in Year 2.

B Tax expense decreased relative to net sales in Year 2.

C Cost of goods sold decreased relative to net sales in Year 2.

A. B and C

B. A only

C. A, B, and C

D. B only


