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ANSWER THE FOLLOWING QUESTIONS:
Q. 1.(A) 2-(C) 3-(B) 4-(A) 5-(A) 6.(B) 7-(D) 8.(C) 9-(A) 10-(B)

Q. 2. The following data related to stockholders’ equity account on (20 Marks)
Required: Complete the above-mentioned table.

SOLUTION:
Item $
Common stock 12 m
Paid-in- capital in excess of par H8/63 m
Retained earnings 3lm
Treasury stocks 1 million shares. (4)m
Total stockholders’ equity 102 m

Q.3. The following data related to a machine purchased 2 years (30 Marks)
Required: 1- What is the amount of tax for assumption 1?
2- What is the amount of tax for assumption 2?
3- What is the capital gain and recaptured gain
for each of the three assumptions?

SOLUTION:
Item $
[- net profit = 124,000 49.600
Tax rate  40%
2- net profit = 44,000 17.600
Tax rate  40%
3- for Ass. | : capital gain+ recaptured gain 124,000
3- for Ass. 2 : recaptured gain 44,000
3- for Ass. 3 : net profit/loss = 0. breakeven

Q.4. Discuss, with examples, differences between debt and equity capital (20 Marks)
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