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What is Warren Clinic’s net operating revenue? Calculate the net operating revenue, yourself.
Entries for the Warren Clinic Income Statement are listed below in alphabetical order. Reorder the data in the proper format.  Select the appropriate response.

	Depreciation Expense
	$90,000

	General/Administration Expenses
	$70,000

	Interest Expense
	$20,000

	Investment Income
	$40,000

	Net Operating Revenues
	$XXX

	Other Revenue
	$10,000

	Patient Service Revenue
	$440,000

	Provision for Bad Debts
	$40,000

	Purchased Clinic Services
	$90,000

	Salaries and Benefits
	$150,000

	Total Expenses
	$XXX



Choice: $410,000 Choice: $450,000 Choice: $140,000 Choice: $420,000


Question #2
What are Warren Clinic’s total expenses?
Entries for the Warren Clinic Income Statement are listed below in alphabetical order. Reorder the data in the proper format.  Select the appropriate response.



	Depreciation Expense
	$90,000

	General/Administration Expenses
	$70,000

	Interest Expense
	$20,000

	Investment Income
	$40,000

	Net Operating Revenues
	$XXX

	Other Revenue
	$10,000

	Patient Service Revenue
	$440,000

	Provision for Bad Debts
	$40,000

	Purchased Clinic Services
	$90,000

	Salaries and Benefits
	$150,000

	Total Expenses
	$XXX



Choice: $460,000 Choice: $420,000 Choice: $400,000 Choice: $380,000
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Question #3
What is Warren Clinic’s net operating income? Hint: In order to determine this you will have first have had to successfully calculated 'Net Operating Revenue' and 'Total Expenses.'

	Depreciation Expense
	$90,000

	General/Administration Expenses
	$70,000

	Interest Expense
	$20,000

	Investment Income
	$40,000

	Net Operating Revenues
	$XXX

	Other Revenue
	$10,000

	Patient Service Revenue
	$440,000

	Provision for Bad Debts
	$40,000

	Purchased Clinic Services
	$90,000

	Salaries and Benefits
	$150,000

	Total Expenses
	$XXX



Choice: $30,000 Choice: ($10,000) Choice: $450,000 Choice: $10,000

Question #4
What is Warren Clinic’s net income? Hint: In order to determine this you will have first have had to successfully calculated 'Net Operating Income' and determined what the 'Non-operating Income' portion is.

	Depreciation Expense
	$90,000

	General/Administration Expenses
	$70,000

	Interest Expense
	$20,000

	Investment Income
	$40,000

	Net Operating Revenues
	$XXX

	Other Revenue
	$10,000

	Patient Service Revenue
	$440,000

	Provision for Bad Debts
	$40,000

	Purchased Clinic Services
	$90,000

	Salaries and Benefits
	$150,000

	Total Expenses
	$XXX



Choice: ($10,000) Choice: $40,000 Choice: $30,000 Choice: $10,000



Question #5
What is Best Care’s total profit margin? Hint: Review the Homework Hint PowerPoint and lecture and you will find the formula.
BestCare HMO Statement of OperationsRevenue:
Premiums Earned

$26,682
Coinsurance
$1,689
Interest and Other Income
$242
Total Revenues
$28,613
Expenses:

Salaries and Benefits
$15,154
Medical Supplies and Drugs
$7,507
Insurance
$3,963
Depreciation
$367
Interest
$385












 	Total Expenses	$27,276 Net Income		$1,237

Choice: 4.3%
Choice: 1,237
Choice: 23.1%
Choice: 3.2%

Question #6
What is Best Care’s cash flow? Hint: Review the Homework Hint PowerPoint and lecture and you will find the formula.  Remember 'Net Income' and 'Depreciation'....
BestCare HMO Statement of Operations

Revenue:Premiums Earned
$26,682
Coinsurance
$1,689
Interest and Other Income
$242
Total Revenues
$28,613
Expenses:

Salaries and Benefits
$15,154
Medical Supplies and Drugs
$7,507
Insurance
$3,963
Depreciation
$367
Interest
$385











 	Total Expenses	$27,276 Net Income		$1,237
Choice: $1,237 Choice: $1,604 Choice: $1,456
Choice:  Impossible to tell



Question #7
XYZ Company, a 'for-profit' business, had revenues of $12 million in 2017. Expenses other than depreciation totaled 75 percent of revenues, and depreciation expense was $1.5 million. XYZ Company, must pay taxes at a rate of 40 percent of pretax (operating) income. All revenues were collected in cash during the year, and all expenses other than depreciation were paid in cash.
What was XYZ's net income for the year?
Hint: Look at the PowerPoint, Homework Hint, especially as it relates to the 'Depreciation Tax Shield' examples.
Choice: $900,000 Choice: $600,000 Choice: $1,100,000
Choice:  Not enough information to tell


Question #8
XYZ Company, a 'for-profit' business, had revenues of $12 million in 2017. Expenses other than depreciation totaled 75 percent of revenues, and depreciation expense was $1.5 million. XYZ Company, must pay taxes at a rate of 40 percent of pretax (operating) income. All revenues were collected in cash during the year, and all expenses other than depreciation were paid in cash.
What was XYZ's total cash flow?
Hint: Look at the PowerPoint, Homework Hint, especially as it relates to the 'Depreciation Tax Shield' examples.  Net Income + Depreciation
Choice: $900,000 Choice: $2,400,000 Choice: $1,500,000
Choice: Not enough information Question #9
See the explanation below to work the problem.
XYZ Company, a 'for-profit' business, had revenues of $12 million in 2017. Expenses other than depreciation totaled 75 percent of revenues, and depreciation expense was $1.5 million. XYZ Company, must pay taxes at a rate of 40 percent of pretax (operating) income. All revenues were collected in cash during the year, and all expenses other than depreciation were paid in cash.
What was XYZ’s profit margin?
Choice: 2.3%
Choice: 5.7%
Choice: 7.5%
Choice:  0%



Question #10
See the explanation below to work the problem.
XYZ Company, a 'for-profit' business, had revenues of $12 million in 2017. Expenses other than depreciation totaled 75 percent of revenues. XYZ Company, must pay taxes at a rate of 40 percent of pretax (operating) income. All revenues were collected in cash during the year, and all expenses other than depreciation were paid in cash.
Depreciation originally was $1.5 million; however, a change in the depreciation schedule (still within GAAP) has now made the depreciation expense DOUBLE.
Based on this change in depreciation expense, what would XYZ's net income now be?
Choice: $1,500,000 Choice: $3,000,000 Choice: $0
Choice: Not enough information to tell

Question #11
See the explanation below to work the problem.
XYZ Company, a 'for-profit' business, had revenues of $12 million in 2017. Expenses other than depreciation totaled 75 percent of revenues. XYZ Company, must pay taxes at a rate of 40 percent of pretax (operating) income. All revenues were collected in cash during the year, and all expenses other than depreciation were paid in cash.
Depreciation originally was $1.5 million; however, a change in the depreciation schedule (still within GAAP) has now made the depreciation expense DOUBLE.
Based on this change in depreciation expense, what would XYZ's cash flow now be?
Choice: $3,000,000 Choice:  $0 Choice: $1,500,000
Choice: Not enough information to tell



Question #12
See the explanation below to work the problem.
XYZ Company, a 'for-profit' business, had revenues of $12 million in 2017. Expenses other than depreciation totaled 75 percent of revenues. XYZ Company, must pay taxes at a rate of 40 percent of pretax (operating) income. All revenues were collected in cash during the year, and all expenses other than depreciation were paid in cash.
Depreciation originally was $1.5 million; however, now the company has decided to be more conservative in its depreciation of its capital assets. XYZ now has $750,000 in depreciation expense instead of $1.5 million.



Based on this change in depreciation expense, what would XYZ's net income be?
Choice: $875,000 Choice: $1,350,000 Choice: $1,500,000




Question #13
See the explanation below to work the problem.
XYZ Company, a 'for-profit' business, had revenues of $12 million in 2017. Expenses other than depreciation totaled 75 percent of revenues. XYZ Company, must pay taxes at a rate of 40 percent of pretax (operating) income. All revenues were collected in cash during the year, and all expenses other than depreciation were paid in cash.
Depreciation originally was $1.5 million; however, now the company has decided to be more conservative in its depreciation of its capital assets. XYZ now has $750,000 in depreciation expense instead of $1.5 million.
Based on this change in depreciation expense, what would XYZ's cash flow be?
Choice: $1,800,000 Choice: $12,000,000 Choice: $2,100,000

Question #14
See the explanation below to work the problem.
XYZ Company, a 'for-profit' business, had revenues of $12 million in 2017. Expenses other than depreciation totaled 75 percent of revenues. XYZ Company, must pay taxes at a rate of 40 percent of pretax (operating) income. All revenues were collected in cash during the year, and all expenses other than depreciation were paid in cash.
Depreciation originally was $1.5 million; however, now the company has decided to be more conservative in its depreciation of its capital assets. XYZ now has $750,000 in depreciation expense instead of $1.5 million.
Based on this change in depreciation expense, what would XYZ's total profit margin?
Choice: 11.2%
Choice: 12.0%
Choice: 15.1%



Question #15
Bright Horizons Skilled Nursing Facility, an investor-owned company constructed a new building to replace its outdated facility. The new building was completed on January 1, 2018, and Bright Horizons began recording depreciation immediately. The total costs of the new facility was $18,000,000, compromising (a) $10 million in construction costs and (b) $8 million for the land. Bright Horizons estimated that the new facility would have a useful life of 20 years. The salvage value of the building at the end of its useful life was estimated to be $1,500,000. Using the straight-line method of depreciation, calculate annual depreciation expense on the new facility.
What is Bright Horizon’s depreciation expense?

Choice: $425,000 Choice: $8,000,000 Choice: $250,000

Question #16
Integrated Physicians & Associates, an investor-owned company, had the following general ledger account balances at the end of 2017:
Gross patient service revenue (total charges)	$975,000 Contractual discounts and allowance to third-party payers	$250,000 Charges for charity (indigent) care	$100,000
Estimated provision for bad debts	$50,000
Construct the revenue section of Integrated Physicians & Associates’ income statement for the year ended December 31, 2017.  What is Integrated Physicians and Associates’ net patient service revenue?

Choice: $575,000 Choice: $50,000 Choice: $625,000
Choice:  Not enough information to tell
