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Jorissen, Ann; Britton, Anne; Van Mourik, Carien; Hoogendoorn, Martin and Alexander, David (2017). International financial report and financial analysis (7 A ® ED). EMEA cendage learning. The seventh edition of the international financial report and analysis has been carefully updated in line with the changes to IFRS. The first parties have also been
restructured to better reflect the current theoretical, market, regulatory and social framework in which the international financial reporting standards (IFRRS) have been developed and used. Several chapters have been rewritten to better promote the understanding of students and there are new chapters on corporate governance, corporate ethics,
business responsibility of companies, sustainability relations and responsible investments and the ethics of the accounting profession. Moreover, all the illustrations of the real world have been reviewed and many of them replaced with updated examples to offer students an intuition of how text principles work in practice. Watch in Google Scholar
Practitioner Videos Video Practitioner Video Insights from professionals help students connect course concepts with real world cases interactivity interactivity interactivity Entertainment and interactive incorporated at the point of learning to bring the concepts of the course. Concept Check Questions questions Concept Checking Questions Students
can test their understanding and get instant feedback with interactive concept control questions, incorporated at the learning point. Research, highlight and note research, highlight and note the interactive textbook allows students to search, highlight and take notes within the text for an efficient study chapter 6 A ¢ The role of financial information
in assessing the risk of evaluation and the risk of credit True / false [question] The discounted cash flow evaluation approach expresses the current value of a company such as the discounted current value of the expected future financial flows. Answer: True Learning Objective: 06-01 Difficulty: 1 Easy AACSB: Thoughtful AICPA thought: BB Critical
Thought AICPA: FN Measurement flowers: Understanding AICPA: FN measurement topic: discounted cash flow "Approach to evaluation [question] in the application of the free cash flow evaluation model, the discount rate used is the weighted average cost of the capital. Answer: True Learning Objective: 06-01 Difficulty: 1 Easy AACSB: Simple
thinking AICPA: BB AICPA resource management: FN Measurement Flowers: Reminds of the topic: Discounted cash flow "Free cash flow model [question] Accurree accounting produces a number of use depicts the effects of economic events on cash flows during the period in which the effects occur and provides an estimate of the Sustainable long-
term future cash flows. Answer: True Learning Objective: 06-02 Difficulty: 1 Easy AACSB: Thoughtful thought AICPA: BB Critical Thought AICPA: FN Measuring Blooms: Remember Topic: Earnings 4 € a4 € a € ¢ Role in evaluation [question] in model flows Evaluation equity and using the simplification of the hypothesis, the current estimate of the
shares price can be expressed as a capitalization rate (1 Af-R) multiplied by a perpetual equal to the cash flow after paid debtholders and favorite shareholders. Answer: False Feedback: The capitalization rate is (1 Af A - R). Learning Objective: 06-01 Difficulty: 3 Hard AACSB: Analytical Thought AICPA: BB Critical Thought AICPA: FN Measuring
Blooms: Analyze Topic: Flow Discounted Cash A »Shareholders' Flowers [Question] The two most significant explanations for changes in Multiple earnings are the risk and maturity differences of the company. Answer: false learning 06-04 Difficulty: 1 Easy AACSB: Thoughtful Thought AICPA: BB Critical Thought AICPA: FN Research Results Analysis:
Capacity Topic: Multiple price / earnings a € ¢ Variation factors [question] The value of future growth opportunities of a company can be determined considering the potential gains of the company by the reinvestment of current earnings in new projects that eventually earn a rate of return more than the net shareholders' cost Answer: True Learning
Objective: 06-04 Difficulty: 1 Easy AACSB: Thoughtful Thought AICPA: BB Resource Management AICPA: FN Measuring Flowering: Remember Topic: Multiple Price / Earnings A € 4 € ¢ Variation factors [Question] The return to Assets (Roa) can be used to assess whether a company is likely to make a return on reinvested earnings that exceeds the
cost of share capital. Answer: False Feedback: The return to the common shareholders' equity (ROCE) can be used for this purpose. Learning Objective: 06-02 Difficulty: 2 Medium AACSB: AICPA Medium Thought: BB AICPA Resource Management: FN Flower Measuring: Capacity Topic: Earnings a € a4 € ¢ Abnormal earnings approach [question] A
component that is not related To future free cash flows or future gains and is not relevant to evaluate the price of the current quota is a noise component. Answer: True Learning Objective: 06-04 Difficulty: 1 Easy AACSB: Thoughtful Thought AICPA: BB AICPA Resource Management: FN Flower measurement: Remember topic: Multiple price /
earnings a € a € ¢ Variation factors [question] The degree of Conservatism associated with a company the accounting choices of 4,— A "¢ are a direct bearing on the relationships between the prices of the shares, the earnings and components of the value of the book book of the abnormal earnings approach of earnings. Answer: True Learning
Objective: 06-02 Difficulty: 2 Meditium AACSB: Thoughtful AICPA thought: BB Critical Thought AICPA: FN Measuring Blooms: Understanding Topic: Earnings A € 4 € ¢ Abnormal approach of earnings [question] Much of the information needed for Evaluate the quality and detection of the value of the accounting numbers reported by a company you
cannot find in the form of the company 10-K. Answer: Fake Learning Objective: 06-05 Difficulty: A, 3 Hard AACSB: Analytical Thought AICPA: A, BB Blooms Critical Thought: Analyze Topic: Quality of earnings [question] Under the GAAP hierarchy of the approaches used in the measurement of the fair value, Level 3 Uses prices quoted by active
markets for fixed assets or passivities to determine the fair value. Answer: False Feedback: Level 1 Use the prices indicated by active markets for fixed assets or passivities to determine the fair value. Learning Objective: 06-03 Difficulty: 1 Easy AACSB: Thoughtful Thought AICPA: BB Critical Thought AICPA: FN Measuring Blooms: Remember Topic:
Measurement of fair value [question] Because income from interrupted operations is not likely to be deemed Recurrent transient earnings and be evaluated in a lower multiple than recurring components (such as income from operations). Answer: True Learning Objective: 06-04 Difficulty: 2 Medium AACSB: Thoughtful AICPA Thought: BB Critical
Thought AICPA: FN Measuring Blooms: Capacity Topic: Multiple price / earnings A € &4 € ¢ Earnings components [question] If the markets of the Securities are rational and efficient as they fully and correctly buy all the information available in the price of a company's shares, the resulting price will reflect investors "impartial expectations on future
earnings and financial flows of society. Answer: True Learning Objective: 06- 06 Difficulty: 1 Easy AACSB: Easy AICPA Thought: BB AICPA Resource Management: FN BLOOMS Measurement: Capacity Topic: Shareholders and surprising earnings [question] Creditors constitute opinions on credit risk of a company by comparing the debt service
requirements Current and future at the estimates of future financial flows and scheduled. Answer: True Learning Objective : 06-07 Difficulty: 2 Medium AACSB: Thoughtful thought AICPA: BB AICPA resource management: FN Flower measurement: Understanding the topic: Credit risk assessment, 4,— a € ¢ Types of loan [question] The Departure for
the development of a complete financial statement The forecasts is a detailed understanding of the company, its recent financial services and its health. Answer: True Learning Objective: 06-08 Difficulty: 1 Easy AACSB: Thoughtful AICPA thought: FN Flowering measurement: Capacity Topic: Appendix BA ¢ &4,— 4 € ¢ Financial statement forecasts
Multiple multiple choice The fundamental valuation approach of a company valuation using basic accounting measures to assess the amount, timing and certainty of a signature s past operating cash flows or earnings. s certainty of future cash flows or signing non-operating earnings. the uncertainty of a signature s future operating cash flows or
earnings. the uncertainty of one's future cash flows or signing non-operating earnings. Answer: ¢ Learning Objective: 06-01 Difficulty: 2 Average AACSB: Reflective Thinking AICPA: BB Critical Thinking AICPA FN measurement AICPA FN Measurement Blooms: Understanding Topic: Basics in business valuation [question] The steps for business
valuation are forecasting future values of a financial attribute that the unit value of a companyA ¢ s, determining the risk associated with this predicted value and the determination of future values of the relevant value. value of certain future earnings. present value of a signature s earnings. present value of future expected amounts using a discount
rate that reflects the risk or uncertainty. Answer: D Learning Objective: 06-01 Difficulty: 2 Average AACSB: Reflective Thinking AICPA: BB Critical Thinking AICPA FN Measurement Blooms: Understanding Topic: Basic Operations in the [business application evaluation] evaluation Cash flow has a role central analysis of the risk of a credit company.
managementA ¢ s effectiveness. the future earnings power of a company. signing s investment potential. Answer: A Learning Objective: 06-01 Difficulty: Easy 1 AACSB: Reflective Thinking AICPA: BB of AICPA management: FN Analysis Blooms risks: Remember Topic: Basics in business valuation [question] Valuing an entire company, an operating
division of that its ownership company shares or involves three basic steps. These steps include all the following except: Forecasting future amount of an attribute significant value. Determination of risk or uncertainty associated with expected future amounts. The determination of the present value of expected future amounts using a suitable discount
rate. Determination of the dividends the company will pay dividends in the future based on political companyA ¢ s and expected future earnings. Answer: D Learning Objective: 06-01 Difficulty: 2 Average AACSB: Reflective Thinking AICPA: BB Critical Thinking AICPA FN Measurement Blooms: Remember Topic: Basics in business valuation [question]
When using the flows to the model evaluation of net assets, the market value of the ordinary shares depends on future expectations investorsA ¢ for the future economic prospects of the cash flow before payments to debtholders and preferred stockholders. current expectations about future economic prospects for cash flow, after payments to
debtholders and preferred stockholders. future expectations about the current economic outlook of cash flows is to debtholders and preferred stockholders. current expectations about the current economic outlook of cash flows is to debtholders and preferred stockholders. Answer: B Learning Objective: 06-01 Difficulty: 2 Average AACSB: Reflective
Thinking AICPA: BB of AICPA management: FN Measurement Blooms: Understanding Topic: flowa discounted cash flows to equity model [question] A simplified version of the discounted free cash flow valuation model assumes a perpetuity with zero growth in the future cash flows. This hypothesis is better to apply to companies with stable cash flow
models start-up. growth businesses with increased cash flow models. growth companies with stable cash flow models. mature companies with stable cash flow models. Answer: D Learning Objective: 06-01 Difficulty: 2 Average AACSB: Thinking AICPA: BB Critical Thinking AICPA: FN Measurement Blooms: Understanding Topic: Discounted Cash
Flowa Free Cash Flow Model [question] To apply the actualized free cash flow the model, the analyst needs to estimate a net case deriving from the Management for each future period, starting a period from now. Cash cash flows Every future period, starting a period from now. Free cash flows For about ten years as the current value of flows
happening beyond this point are insignificant. Net fund deriving from the management for about ten years as the current value of the flows happening beyond this point are insignificant. Answer: B Learning Objective: 06-01 Difficulty: 2 AACSB Media: Reflective Thinking AICPA: BB Critical Thinking AICPA: FN Measurement Blooms: Understanding
Topic: Discounted Cash Flowa Free Cash Flow Model [question] FASB stresses that L ' Primary objective of financial disclosure is to provide useful information for investors and creditors to assess the amount, timing and uncertainty of future net cash flows. The FASB claims that users would pay attention to FirmsA ¢ Accounting profits as this
measure provision of periodic services improves their capacity of future cash forecast flows. Information on collections and current payments is the best indicator for this task. Users would pay attention to free cash streams ManagementsA ¢ because this information improves their capacity of future expected cash flows. Current cash flows outperform
current useful to predict future cash flows. Answer: A goal learning: 06-02 Difficulty: 2 AACSB Media: Reflective Thinking AICPA: BB Critical Thinking AICPA: FN of BLOOMS measurement: Understanding Topic: EarningSA ¢ Role in evaluation [question] Using accruals and deferrals, accounting for competence produces one Number of cash flows
that reflects only money earnings. It produces information on current receivers and payments. Allows the Future Future Cash Estimation Management. It produces a number of earnings that depicts the effects of economic events on cash flows. Answer: D Learning Objective: 06-02 Difficulty: 2 AACSB Media: Reflective Thinking AICPA: BB Critical
Thinking AICPA: FN Measurement Blooms: Understanding Topic: EarningSA ¢ Role in evaluation [question] The search indicates that equity yields correlate better with The earnings per competence of operational flows made. basic cash cash cash earnings realized operating cash flows. of operating case created revenue flows per competence. Future
operating case income flows per competence. Answer: A Lens Objective: 06-02 Difficulty: 2 AACSB Media: Reflective AICPA Thinking: BB Resource Management Blooms: Understanding Topic: EarningSA ¢ Role in evaluation [Question] The mutual of the cost of equity rectified for the risk of capital used for Attention future earnings is the performance
of activities. Complete own capital of the common capital. Price / price ratio. Profit margin on sales. Answer: C Learning Objective: 06-02 Difficulty: 2 AACSB Media: Reflective Thinking AICPA: BB AICPA Resource Management: FN measurement Blooms: Understanding Topic: Earnings ¢ Role in evaluation [question] If a company currently earns $
5.00 per share , and has a cost of the rectified shareholders' equity for the risk of capital of 9%, a share of ordinary shares should theoretically sell for about $ 0.45 $ 5.00 $ 48.00 $ 55.55 Answer: D Answers: the Multiple useful is 1 AfA - 0.09 = 11.11. $ 5.00x 11.11 = $ 55.55. Learning Objective: 06-02 Difficulty: 2 AACSB Media: AICPA Application
Knowledge: BB Critical Thinking AICPA: FN Measurement Blooms: Apply topic: Earnings ¢ Role in evaluation [question] If a company currently earns $ 6.00 per share e It has a cost of 12.5% rectified capital shareholders' equity, a share of ordinary shares should theoretically sell for $ 0.75 $ 6.00 $ 48.00 $ 75.75 Answer: C Responses: the useful
multiples A “ 1 AfA - 0.125 = 8. $ 6.00 x 8 = $ 48.00 Learning Objective: 06-02 Difficulty: 2 AACSB Media: AICPA Application Knowledge: BB Critical AICPA: fn measurement blooms: apply topic: earnings ¢ role in evaluation [question] If most of the prices / useful FirmsA ¢ Reports are between 10 and 15, what is the Risk-Adjusted interest rate range?
6.67% to 10% 6.67% to 15% from 10% to 15% from 10% to 16.67% Response: An evaluation: P/E=1t0A-R;10=1aA - R;r=1AfA-10;R=10%.15=1aA-R;R=1AfA - 15; R = 6.67% Learning Learning 06-04 Difficulty: Medium AACSB 2: Knowledge Application AICPA: BB Critical thinking AICPA FN Measurement Blooms: Apply topic:
Price / earnings multiples A »a ¢ factors of variation [Question] The risky companies have a capital cost adjusted at the higher risk. Which of the following factors contribute to a risky company even with a price / earnings ratio relatively high? The company has a high gain per share. The company has a low per share gain. The company has strong
opportunities for growth. The company has a significant amount of long-term debt. Answer: C Learning Objective: 06-04 Difficulty: 2 Middle AACSB: Reflective Thinking AICPA: BB Management AICPA resources: FN Analysis Blooms risks: Capacity Topic: Price / earnings multiples "¢ a factors of variation [Question] to get a better current price, the
net present value of future growth opportunities (NPVGO) can be calculated and added to the price per share calculated as the ratio P / E. subtracted from the per share price calculated by the ratio P / E multiplied by the price per action calculated by the ratio P / E. Divided in price per share calculated as the ratio P / E. Answer: A learning objective:
06-04 Difficulties: 2 Medium AACSB: reflective Thinking AICPA: BB critical Thinking AICPA: FN blooms Measurements: Capacity Topic: Price / earnings multiples A »a ¢ factors of variation [Question] the present value of the future growth opportunities of future growth opportunities for future growth (NPVGO) contribu IRA to a P / E above the
average P / E multiple of when the additional value of shares created is positive and the return on new investment is less than the cost of equity capital. Positive and return on new investment is greater than the cost of equity capital. Negative and return on new investment is less than the cost of equity capital. Negative and return on new investment
is greater than the cost of equity capital. Answer: B Learning Objective: 06-04 Difficulty: 2 Medium AACSB: Analytical thinking AICPA: BB Resource Management Blooms: Analyze Topic: Price / Earnings MultipliA ¢ & ¢ &,—4a factors of variation [Question] In general, the rate growth will depend on the gains from the portion of gains reinvested each
period and the retention rate of earnings. the rate of return earned on new investments. The cost of the company's share capital. The weighted average cost of capital of the company. Answer: B Learning Objective: 06-04 Difficulty: 2 Medium AACSB: Reflective Thinking AICPA: BB Management AICPA resources: FN Measurement Blooms: Capacity
Topic: Price / earnings multiples A »a ¢ factors of variation [Question] A component that it is important, but should not persist in the future is a component of permanent gains. Component transient gains. the noise component. Silent component. Answer: B Learning Objective: 06-04 Difficulty: Easy 1 AACSB: Reflective Thinking AICPA: BB Critical
thinking AICPA FN Blooms Measurement: Remember Topic: Price / earnings multiples A »& ¢ Components of earnings [Question] IDometri from Continuing operations , Excluding special items or unregistered, is generally regarded as permanent gains. transient gains. gains irrelevant of the value. abnormal earnings. Answer: Learning Objective: 06-
04 Difficulty: Easy 1 AACSB: Reflective Thinking AICPA: BB Critical thinking AICPA FN Blooms Measurement: Remember Topic: Price / earnings multiples A »a ¢ Components of earnings [Question] The income or loss from discontinued operations is considered as permanent gains. transient gains. gains irrelevant of the value. abnormal earnings.
Answer: B Learning Objective: 06-04 Difficulty: Easy 1 AACSB: Reflective Thinking AICPA: BB Critical thinking AICPA FN Measurement Blooms: Remember Topic: Price / Earnings A »a € ¢ Earnings components [question] An income adjustment due to the non-recurrent object is considered a permanent gain. BA ¢ Transient gains. Irehrelevering value
gains. abnormal earnings. Answer: B Learning Objective: 06-04 Difficulty: 1 Easy AACSB: Thoughtful AICPA Thought: BB Critical Thought AICPA: FN Flowering Measurements: Remember Topic: Topic: Multiple ¢ Earnings components Use the following to answer questions 38 to 43: Reference: Ref. 06 01 Company to Company B Studio C reported
EPS$12$15$ by 18 AnalystA ¢ s Composition EPS: Permanent Component (BP = 5) 80 % 60% transient component 75% (bt = 1) 10% 35% 25% component irrelevant value (b0 = 0) 10% 5% 0% [question] See also: Ref. 06 _01 The price of implicit actions of Studio AA S Itis $ 12.00 $ 48.00 $ 49.20 $ 54.40 Answer: A, C Replies: Permanent 0.80 to '$
12 =$9.60 A'5 = $ 48.00 Transient 0.10to' $ 12 =$ 1, 20 A'l = 1.20 Value-irrelevante 0.10 to '$ 12 = $ 1.20 A'0 = 0.00 Implied Shares Price $ 49.20 Learning Objective: 06-04 Difficulty: 3 Difficult AACSB: AICPA Application Knowledge: BB AICPA Resource Management : Fn measurement blooms: apply theme: price / useful multiple ¢ earnings
components [question] See also: Ref. 06 01 The price of Implicit Actions of Studio BA ¢ sis $ 15.00 $ 45.00 $ 50, 25 $ 55, 25 Answer: C Replies: Permanent .60 A '$ 15 = $ 9.00 A'5 = $ 45.00 Transitional .35 to' $ 15 = $ 5.25 to'l = 5.25 Rids irrelevant .05 to '$ 15 = $ from 0.75 a '0 = 0.00 Implied Shares Price $ 50.25 Learning Objective: 06-04
Difficulty: 3 Difficult AACSB: AICPA Application Knowledge: BB AICPA Resource Management: BLOOMS measurement FN: Apply theme: price / useful MultiplePlesA ¢ Components of [Question] See also: Ref. 06 01 The price of implicit actions of Studio CA S is $ 18.00 $ 63.00 $ 72.00 $ 90.00 Answer: C Replies: Permanent .75 to '$ 18 = $ 13.50 a '5
= $ 67.50 Transitional .25 to' $ 18 = $ 4.50 to'l = 4.50 value -relevant .00 to '$ 18 = $ 0.00 to'0 = 0.00 Implicit stock price $ 72.00 Learning Objective: 06-04 Difficulty : 3 Difficult AACSB: AICPA Application Knowledge: BB Resource Management AICPA: FN Measurement Blooms: Apply topic: Price / useful Multiple ¢ Earnings components [Question]
See also: Ref. 06 01 The total entries IM Multiple business plicita A is 1.00. 4.10. 5.00. 10.00 Answer: b Comments: Implicita Multiple earnings = Implied shares Price Af A - EPS reported = $ 49.20 to A - $ 12.00 = 4.1 Training Objective: 06-04 Difficulty: 3 difficult AACSB: AICPA Application Knowledge: BB Resource Management AICPA: fn
measurement blooms: apply topic: price / useful multiple ¢ earnings components [question] See also: ref. 06 01 the implicit multiple multiple studio gains b is 1.00. 3.00. 3.35. 12.00 Answer: C Comments: Implicita Multiple earnings = Implied shares Price Af A - EPS reported = $ 50.25 to A - $ 15.00 = 3.35 Learning Objective: 06-04 Difficulty: 3
Difficult AACSB: AICPA Application Knowledge: BB Resource Management AICPA: FN measurement blooms: apply topic: price / useful multiple ¢ earnings components [question] See also: Ref. 06 01 The total multiple implicit revenue of Studio C is 1.00. 3.75. 4.00. 15.00 Answer: C Comments: Implicita Multiple earnings = Implicit shares Price Af A -
EPS reported = $ 72.00 to A - $ 18.00 = 4.00 Learning Objective: 06-04 Difficulty: 3 Difficult AACSB: AICPA Application Knowledge: BB Resource Management AICPA: fn measurement blooms: apply topic: price / useful multiple ¢ useful components [question] Reported earnings numbers often contain three clearly different components, possibly,
subject to different profits capitalization rates. Which of the following is not one of these components? A permanent gains component. A transient earnings component. A renovated component earnings. A component earnings of irrelevant value. Answer: C Learning Objective: 06-04 Difficulty: Easy 1 AACSB: Reflective Thinking AICPA: BB AICPA
Resource Management: FN Measurement Blooms: Remember Topic: Price / Useful Multiple ¢ Earnings Components [Question] Which of the following is one Example of sustainable profits? Loss of debt retirement. The costs for The earnings from regular customers. Earn from business restructuring. Answer: C Learning Objective: 06-05 Difficulty:
Easy 1 AACSB: Reflective AICPA Thinking: BB Critical Thinking AICPA: FN Measurement Blooms: Remember theme: Quality of earnings [question] As transient components become a more important important part A signature s signaled gains, reported earnings become a more reliable indicator of sustainable cash of flows. They are more improved
quality. I am a more reliable indicator than the fundamental value. They are a less reliable indicator of sustainable cash flows. Answer: D Learning Objective: 06-05 Difficulty: 2 AACSB Media: Reflective Thinking AICPA: BB Critical Thinking AICPA: FN of BLOOMS measurement: Understanding theme: Quality of earnings [question] The evaluation of
profit quality to calculate a price price Implied is better accomplished which of the following using? Single-Step Budget. Multiple-Step income statement. Financial statement. Single-Step in the income statement, balance sheet and financial statement. Answer: B Learning Objective: 06-04 Difficulty: 2 AACSB Media: Reflective AICPA Thinking: BB
Critical Thinking AICPA: FN Measurement Blooms: Understanding Topic: Price / Useful Multiple ¢ Earnings components [Question] as transient components or irrelevant value Becoming a greater part of reported earnings a signature s, which of the following effects would you like not expect witness? The quality of these reported earnings is eroded.
The S signature shares signature increases in the year these components are reported proportionate to their income impact. Reported earnings become a less reliable indicator of the long-term sustainable cash companyA ¢ s. Earnings are less reliable than the fundamental value of the signature s. Answer: B Learning Objective: 06-05 Difficulty: 2
AACSB Media: Analytical AICPA Thinking: BB Resource Management Blooms: Analyze theme: Quality of earnings [question] Under the anomalous earnings Evaluation approach to equity, investors willing to pay a prize for Companies that earn less than the cost of own capital. Produce negative anomalous gains. Produce positive anomalous earnings.
Earn an amount equal to the cost of the net equity of the capital. Answer: C Learning Objective: 06-02 Difficulty: 2 AACSB Media: Reflective Thinking AICPA: BB Resource Management Blooms: Understanding Topic: EarningSA ¢ Abnormal earnings approach [question] A popular approach for the estimate of the net cost of the capital is L 'Asset
Pricing Model (APM). The EquitA Costing (ECM) model. The cost of the Pricing Model of the Net Heritage (CEPM). Capital Asset Pricing Model (CAPM). Answer: D Learning Objective: 06-01 Difficulty: 2 AACSB Media: Reflective Thinking AICPA: BB Critical Thinking AICPA: FN measurement Blooms: Understanding topic: Discounted Cash Flowa Free
cash flow model [question] 51 for cash calculation Expected flows available to common shareholders (CF) under the flows towards the Net Heritage Model, payments of cash interest and privileged dividends are added. Privileged dividends are added. Interest cash payments, debt refunds and privileged dividends are subtracted. Payments in cash of
interest, debt reimbursements and privileged dividends are not included. Answer: C Learning Objective: 06-01 Difficulty: 2 AACSB Media: Reflective AICPA Thinking: BB AICPA Resource Management: FN Measurement Blooms: Understanding Topic: Special Discount Flowa Cash Flows for the Equitzer Model [question] Anomal expected earnings of a
company that has earnings of $ 40,000, with a cost of participating capital of 8% capital and an initial accounting value of $ 800,000 is $ (24,000) $ (64,000) $ 40,000 $ 104,000 answer: one Evaluation: abnormal earnings = Useful A (participation cost of capital request in the beginning of the budget) = $ 40,000 (0.08 to '$ 800,000) = $ (24,000)
Learning Objective: 06-02 Difficulty: 2 AACSB Media : AICPA Application Knowledge: BB Critical Thinking AICPA: FN Measurement Blooms: Apply Theme: EarningSA ¢ Anomal gains approach to use the following to answer questions at 57: Reference: Ref. 06 02 Company at Studio B Studio C Effective Gains $ 6,000 $ 14,000 $ 18,000 R 10% 8% 12%
BVT-1 $ 100,000 $ 150,000 $ 190,000 [question] See also: Ref. 06 02 What are I Anomal earnings for enterprise to? $ (4,000) $ (6,000) $ 4,000 $ 6,000 Answer: An evaluation: Anomalous earnings = actual earnings A (net cost of A'Capitali A-hipapiers Book value) = $ 6,000 A¢a,-"0,10 8- 100,000) = $ (4,000) Learning objective: 06-02 Difficulty: 2
Middle AACSB: Appa knowledge application: BB Critical Thought AICPA: FN Flowering measurement: Apply Topic: Earnings: earnings »Abnormal approach of earnings [question] Refer to: Ref. 06 02 What are the abnormal earnings for the company B? $ 1,000 $ $ 12 $ $ 14,000 Answer: B Feedback: Abnormal earnings = actual earnings A ¢ 4,— "
(share capital cost &, 'Book value of the book) = $ 14,000 A ¢ 4,—" (0.08 A ¢' A ¢ 4,— 150,000) = $ 2,000 Learning Objective: 06-02 Difficulty: 2 AACSB Medium: AICPA of AICPA knowledge: BB critical thinking AICPA: FN Measuring Blooms: Apply Topic: Earnings &4,— & € ¢ Abnormal approach of earnings [question] Refer to: Ref. 06 02 What are the
abnormal earnings for the company C? $ (2,400) $ (4,800) $ 4,800 $ 9,600 Answer: B Response: abnormal earnings = anomalous earnings = actual earnings - (share capital cost "initial book value) = $ 18,000 A¢a—"(0.12 A, $ 190,000) = $ (4.800) Learning Objective: 06-02 Difficulty: 2 Medium AACSB: Appa knowledge application : BB Critical
Thought AICPA: FN Measuring Blooms: Apply Topic: Earnings: 4 € ¢ Abnormal approach of earnings [question] Refer to: Ref. 06 02 Suppose a company can increase earnings $ 4,000 by cutting costs. Abnormal earnings would be $ (1,000) $ 0 $ 1,000 $ 1,500 Answers: B Feedback: Annormal earnings = Expected earnings A ¢ 4,— "(stock cost of
capital value" Initial book value) = ($ 6,000 + $ 4000) - (0,10 4,— $ 100,000) A¢a—-"0.10A, $100,000)=%$0 Learning Objective: 06-02 Difficulty: 3 ACSB Hard AACSB: Buy AICPA AICPA: BB Critical AICPA Thinking : FN Flower measurement: Analyze Topic: Earnings a,— a € ¢ Abnormal approach of earnings [question] Refer to: Ref. 06 02 Suppose
that at the beginning of the year, Studio B has sold from $ 20,000 of capital and unproductive earnings for the year fallen by just $ 3000. Anormal earnings are $ 200 $ 400 $ 600 $ 800 Answer: Resolution C: abnormal earnings = abnormal earnings = expected earnings A ¢ &,— "(share capital cost" Home) Book value) = ($ 14,000 A ¢ 4,— "$ 3,000) A ¢
a,—" (0.08 A ¢ 4,—"" $20,000)) = $ 600 Learning Objective: 06-02 Difficulty: 3 Hard AACSB: Analitic thought o AICPA: BB Critical Thought AICPA: FN Measuring Blooms: Topic Analysis: Earnings 4,—~ & € ¢ Abnormal earnings approach [Question] A company with a return on shareholders' equity this is consistently exceeded, the media average of the
sector will generally have Actions that sell in a book market relationship equal to the average of the sector. Lower market-book report with respect to the industry's average. Higher market report to the book with respect to the media of the sector. Highest market price than its competitors. ANSWER: C Learning Objective: 06-02 Difficulty: 2 Middle
AACSB: AICPA Analytical Thought: BB Critical Thought Blooms: Analyze the topic: Earnings & € ¢ & € ¢ Anormal earnings approach [question] for u.s. GAAP, the fair value for accounting purposes is an entry price. An exit price. The market price in a forced sale. Always easily determinable. Answer: B Learning Objective: 06-03 Difficulty: 2 Middle
AACSB: Medium Thought: Thoughtful AICPA Thought: BB Critical Thought AICPA: FN Blooms Measurement Capises Topic: Measurements of the Fair Value Value [question] Transport of amounts in a GAAP budget come Measured using all the following except historical cost. Realizable net value. Present value discounted. ROI projected. Answer: D
Learning Objective: 06-03 Difficulty: 1 Easy AACSB: Thoughtful Thought AICPA: FN Measuring Flowering: Remember Topic: Measurement of the fair value value [question] In the process of determining the fair value, the output price refers to Company's amount receive if he has An asset. The amount that the company would pay if he bought an
advantage of the same type and condition like what is evaluated. The sum of future cash flows should be generated by continuing to use the good. The expected sale price of the title in a business buy-out. Answer: A Learning Objective: 06-03 Difficulty: 1 Easy AACSB: Thoughtful AICPA Thought: FN Flowering Measurements: Remember Topic: Fair
Value measurements [Question] When you determine the fair value of a good using a one Price approach, the fair value is determined by how society uses good. Management can choose to reduce the fair value of the space of approximate quantity of the expected transaction costs (ie, costs to dispose of good) if these costs are considered the & €
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