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— ~ Mutiple Choice Questions (20% )
1. The following transactions occurred during July:
a. Received $900 cash for services provided to a customer during July.
b. Received $2.200 cash investment from Barbara Hanson, the owner of the business.
c. Received $750 from a customer in partial payment of his account receivable which arose from sales in June.
d. Provided services to a customer on credit, $375. i
e. Borrowed $6,000 from the bank by signing a promissory note.
f. Received $1,250 cash from a custoi'ner for services to be rendered next year.
What was the amount of revenue for July?
A)$ 900.
B)S 1.275.
C)$2525.
D)$ 3.275.
E) $11,100.
. A company's Office Supplies account shows a beginning balance of $600 and an ending balance of $400. If office supplies
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expense for the year is $3.100, what amount of office supplies was purchased during the period?

A) $2,700.

B) $2.900. N

C) $3.300.

D) $3,500.

E) $3,700.

3. A company ages its accounts receivables to determine its end of period adjustment for bad debts. At the end of the current

year, management estimated that $15,750 of the accounts receivable balance would be uncollectible. Prior to any year-end
adjustments, the Allowance for Doubtful Accounts had a debit balance of $175. What adjusting entry should the company

make at the end of the current year to record its estimated bad debts expense?
A) BadiiDebt EXpense. - .oi . voonstiecontodine iss 15,750
Allowance for Doubtful Accounts............ 15,750
B)Bad DEBtEXPERSE ... ..o icooiinioisiio e i 15,575
Allowance for Doubtful Accounts.............. 15505
_sCy BadDebEEXPERSe .- -. .. iihe csossoliintiostodissmssnes 15,925
Allowance for Doubtful Accounts............. 15,925
D) Accounts Receivable........c..oceveiniiiininnnnnnn.n. 15,750
Bad'Debt EXPERSe . —.o: 2 oreissmssmisacaisinnmmance 175
SelEShidom W x5ty 15,925
E) AccountS ReeiVable. ..o c...mmarmsrssnassrosmsasanes 15,925
Allowance for Doubtful Accounts............. 15,925

4. Two companies report the same cost of goods available for sale but each employs a different inventory costing method. If the
price of goods has increased during the period, then the company using
A) LIFO will have the highest ending inventory.
B) FIFO will have the highest cost of good sold.
C) FIFO will have the highest ending inventory.

D) LIFO will have the lowest cost of goods sold. | 7 | *t%@ @ ﬁF 5’ j
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5. Shamrock Company had net income of $30,000. On January 1, the number of shares of common stock outstanding were 8,000.
On April 1, the company issued an additional 2,000 shares of common stock. There were no other stock transactions. The
company's earnings per share is:

A) $3.75.
B) $3.00.
C) $3.33.
D) $15.00.
E) $3.16.

6. A company has 1,000 shares of $100 par preferred stock. It also has 25,000 shares of common stock outstanding, and its total

stockholders' equity equals $500,000. The book value per common share is: -

A) $ 1538.

B) § 16.00.

c) §$ 1923

D) $ 20.00.

E) $ 100.00. »

7. A company paid $150,000, plus a 6% commission and $4,000 in closing costs for a property. The property included land
appraised at $87,500, land improvements appraised at $35,000, and a building appraised at $52,500. What should be the
allocation of this property's costs in the company's accounting records? | '

A) Land $75,000; Land Improvements, $30,000; Building, $45,000.
B) Land $75,000; Land Improvements, $30,800; Building, $46,200.
C) Land $81.500; Land Improvements, $32,600; Building, $48,900.
D) Land $79,500; Land Improvements, $32,600; Building, $47,700.
E) Land $87,500; Land Improvements; $35,000; Building; $52,500.
8. Either the straight-line method or the effective-interest method of amortization will always result in
A) the same amount of interest expense being recognized over the term of the bonds.
B) the same amount of interest expense being recognized each year.
C) more interest expense being recognized than if premium or discounts were not amortized.
D) the same carrying value each year during the term of the bonds.
9. Indicate the respective effects of the declaration of a cash dividend on the following balance sheet sections:

Total Assets Total Liabilities Total Stockholders' Equity

A) Increase Decrease No change
B) No change Increase Decrease
C)  Decrease - .Increase Decrease
D) Decrease No change Increase

10. Four thousand shares of treasury stock of Meyer, Inc., previously acquired at $12 per share, are sold at $18 per share. The
entry to record this transaction will include a
A) credit to Treasury Stock for $72,000.
B) debit to Paid-In Capital from Treasury Stock for $24,000.
C) debit to Treasury Stock for $48,000.

Y
D) credit to Paid-In Capital from Treasury Stock for $24,000. 4&%%@ iPE'J
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+ The following are the steps in the accounting cycle. List them in the order in which they are completed: (9% )

Prepare adjusted trial balance

Post transactions

Prepare an unadjusted trial balance

Journalize transactions

Prepare the financial statements
lose the temporary accounts

Adjust the ledger accounts

Prepare a post-closing trial balance

Analyze transactions

Based on the adjusted trial balance shown below, prepare a classified balance sheet for Focus Company. (17%)

Focus Company
Adjusted Trial Balance’
December 31, 2008
Debit Credit
Cash. .o e 18.200
ACCOURES FECOIVADIR.. ... .osuusistivnisvivussiosesoiasinuisnsussnpussssanis 34,200
SUPPHES .. eeoeereeveerenreerersnnnene 2,100
Long-term investments -y 25.000
Delivery equipment. . 45,000
Accumulated depreciation — Delivery equipment................ 11.080
Intangible asSeis... i e 16.000
Accounts payable s it o e e 16.200
Wages payable . 4.120
Long-term notes payable * .........cccccooveneeeecncecreocrunnenes 20.000
K. Ferman, Capital ..... 40.400
K. Ferman, Withdrawals...........c.cccoeueeeeeneecemeeencenseeeeennns 15.000
Delivery fees earned 145.000
Rent expense... I R R 8,000
Wages expense ... 62,000
Supplies expense ......... . 2,500
Depreciation expense — Delivery equipment....................... 4,050
Interest expense 1,000
Utilities expense ...... 3.750
Totals............ 236,800 236.800

* $2,000 of the long-term note payable is due during the next year.
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» Brown Company's bank statement for September 30 showed a cash balance of $1.350. The company's Cash account in its

general ledger showed a $995 debit balance. The following information was also available as of September 30. (17%)

a. A customer’s check for $100 marked NSF was returned to Brown Company by the bank. In addition, the bank charged the
company's account a $25 processing fee.

b. The September 30 cash receipts, $1,250, were placed in the bank's night ciepository after banking hours on that date and this .
amount did not ‘appear on the September 30 bank statement. :

c. A $15 debit memorandum for bank service. It has not yet been recorded because no previous notification haci been received.

d. Outstanding checks amounted to $1,145. i

e. A customer's note for $900 was collected by the bank. A collection fee of $25 was deducted by the bank and the difference
was deposited in the account.

f. Included with the canceled checks was a check for $275, drawn on another company, Browne Inc.

Instructions [

(a) Prepare a bank reconciliation as of September 30. \

(b) Prepare any necessary adjusting journal entries necessary as a result of the bank reconciliation.

F -~ Walker Corporation issued 14%, 5-year bonds with a par value of $5,000,000 on January 1, 2008. Interest is to be paid
semiannually on each June 30 and December 3 1. The bonds are issued at $5,368,035 cash when the market rate for this bond
is 12%. (16%)
(a) Prepare the general journal entry to record the issuance of the bonds on January 1, 2008.
(b) Show how the bonds would be reported on Walker's balance sheet at January 1, 2008.
(c) Assume that Walker uses the effective interest method of amortization of any discount or premium on bonds. Prepare the
general journal entry to record the first semiannual interest payment on June 30, 2008. ‘
(d) Assume instead that Walker uses the straight-line method of amortization of any discount or premium on bonds. Prepare
the general journal entry to record the first semiannual interest payment on June 30, 2008.

75~ Based on the following income statement and balance sheet for Gorden Corporation, determine the cash flows from operating

activities using the indirect method. (9% )

Gorden Corporation e
: Income Statement
For Year Ended December 31, 2008

Sales... . $504,000
Cost of goods sold : ' $327.600
Depreciation expense........... S 42,000

Other operating eXPenSses ......cuusssssssassessssasss 125.500 (495,100)

Other gains (losses):

Gain on sale of equipment

7.200
Income DefOre tAXES..........ccoiunesesenessssenssonsansensase $ 16,100
INComeE taxX EXPEMSE .....ccuoueeemccecrureenercmccencueacnene (4.800)

Net income ....... i $ 11300
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 BARBITRERAEAALEELER
FRRRAATHE(LEL)  HFELBRELATE BRLE¥Z2HATHE(TE)
e 2RB(F=H)

(B50 > #£5E)(RASERAES) 5t M

Gorden Corporation
Balance Sheets

At December 31, 2008
Assets 2005 2004
Cashi e v $ 64.650 $ 55800
Accounts receivable. ... ..o..ouoeemimerinaciasians 21.000 i9,000
Inventory 58,000 52,100
Equipment i 240,000 222,000
Accumulated depreciation.........c..cceceenee- (106.000) (___96.000)
TOtalAsSRIS ..c..onecoonivsmsecntomussansnnnsionsvess $277.650 ~ $262,960
Liabilities: " -
Accountsipayable. ... $ 28,400 $ 23,700
Income taxes payable .......c.cccoceeeeeeecnne 1.050 1.200
TotalHabilifies .« oo vniriinrn s ' $ 29,450 $ 24.900
Equity:
Common StOCK......ccceeereeeieeereeceereeraeans $106.000 $106.000
Contributed Capital in excess of par 18.000 18.000
WAHE oo ioceoisioriansiencsosssniescnsosusstensissasas
Retainedieapings ... - cmovrssrcsss 124.200 114.000
Total EQUILY.......ccreuecernnrereasssasnonseroossenence 248.200 $238.000
Total liabilities and equity .......ccceeeucereeneneces $277,650 $262.900

1+ - Fleming's Lumber Mill sold two machines in 2009. The following information pertains to the two machines:

(12%)
Purchase Useful Salvage  Depreciation Sales
Machine Cost Date Life Value Method Date Sold Price
#1 $66.000  7/1/05 5 yrs. $6,000 Straight-line 7/1/09 $15,000
#2 $40,000 7/1/08 5 yrs. $5,000 Double-declining- 12/31/09  $24,000
balance
Instructions

(a) Compute the depreciation on each machine to the date of disposal.

(b) Prepare the journal entries in 2009 to record 2009 depreciation and the sale of each machine.

3&\;
i
| V)



