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1. The two primary qualities that make accounting information useful for decision
4. comparability and consistency.
b materiality and fimeliness.
c. relevance and reliability.
d

reliability and comparability.

2. Which of the following 1s not a time when revenue may be recognized?
a. Attime of sale -
b, At receip{ of cash
c. During production |
d.- All of these are posmblb tirhes of revenuc reco 1,111‘[1011.

3. The allowance for doubtful accounts, which appearg as a deduction from accounts

recelyv able on a bala: qce sheet and which is based on an esumaie of bad debte 15 an

apphcatmn of the
a, consistency characteristic. S . ;
b. “ matching principle. - ' . ) - }
c.""?:'}"ma‘teriali’t).’_ constraint. | " TR
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4.] ohn Benwaod M. D keeps his acx.mmtmg records on the cash basm Duxlng

1998, Dr. Benwood collected $150,000 in. fees from hus pa’gents At Dacember 31,
1997 Dr. Benwood had accounts receivable of 520, 000 o At December ._;1 11998,

Dr Benwood had accounts 1ecewable of $39, OOO a.nd unemnec} fees of $5 000.

On the accmal basn; ‘how much was Dr. Benwood’s paumt sewme revenue: for
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5. Which of the feilew.ing_sheuld be reported as a prior period adjustment? '
' | Change in Estimated Lives.  Change from Un_aeeepted | '
 No o
- Yes '
Mo
 Yes

e 6 T P

6. Besten Inc. had the follewmg bank reeenethatmn at March 31, 1998
- Balance per bank statement, 3/3 1/1998 _ _ $46,500
Add: Depesﬂ intransit ' MQ

L E $56,800
Less: Outstanding checks 12,600
Balance per boeks 3/31/1998 - $_fté}_,2£__9m

D:tta per bank for the monm ef étpnl 1998 t'ellew |

58,400

Depo,..:tts:
49,700

Dlsbursements o

All reeoneﬂmg 1temf‘ at March 3 1, 1998 cleared the bank in April. Outstanding |
ril 30, 1998 totaled $7,000. There were no dep051ts 1n tran51t at Aprtl '

L e A S A T TR ey e

~ checks at Ap
-*'30 1998. What | is the cash balance per books at Apr1130 1998‘?
. $58,500 - -
b. $55, 200 s
. esz 900 S R

I .7 Chteago Co 'S allowance for uncolle
1998 and $90 000 at the end of 1997. For the year ended Deeember 31 1998

Chmage reperted bad debt expense. of $16,000 in 1ts. meome statement What
amount d1d Chteago debtt to the appmprtate aeeount 111 1993 to write off aetual bed

ctible accounts was $100 000 at the end of

.
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8. Bank overdrafts, if material, should

a. be reported as a deduction from the current asset section. .
b. be reported as a deduction from cash.
c. be reported as a current liability.

d. be netted against cash and a net cash amount reported.

9. How should the following costs affect a retailer’s inventory valuation?

Freight-in nterest on Inventory
a. Increase No effect
b. Increase Increase
C. No effect Increase
d.

No etfect No effect

10. On June 1, 1998, East Co. sold merchandise with a list price of $5I,OOQ to West
on account. East allowed trade discounts of 30% and 20%. Credit terms were |

2/15, n/40 and the sale was made F.O.B. shipping point. East prepald $200 of
- delivery t_:ost_s f_{n West as and accommodation. On June 12, 1998 East 1ecewed -

from West a remittance in full payment amounting to

a. $2,744.
b. $2,540.
c. $2,944.
d. 3$3,140.

11. The inventory account of South Company at December 31, 1998, included the

following items:

_Inventory account
Merchandise out on consignment at sales price o | '
(including markup of 40% on selling price) -$12,000
Goods purchased, in transit (shipped F.O.B. shipping pmnt) . '_ - 12,000
Goods held on consignment by South I ' 1'0,400
Goods out on approval (sales price $7,600, cost $6 400) _ - 7,600

Rased on the above information, the inventory account at December 31,1998,

should be reduced by
a. $25,600
b. $28,400
. $18,800
d. $16,400
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12. A corporation declared a dividend, a portion of which was liquidating. How

would this distribution affect each of the following?

Additional ,
Paid-in capital | Retained earnings
a. Decrease | No effect
b. Decrease Decrease
C. No effect ' Decrease
~ No effect “ No effect

13 On December 31, 1998, the stockholders’ equity section of North Inc., was as

follows:

Common stock, par value$10; authorized 30,000 shares;

Issued and outstanding 9,000shares: | | -$90,000

Additional paid-in capital 116,000
Retained earnings | ' 146,000
‘Total stockhelderé.’ equity | $352.000

On March 31, 1998, North declared a 10% stock dividend, when the fair market
~value of the stock was $16 per share. For the three months ended March 31, 1998,
North sustained a net loss of $32,000. The balance of North’s retained earnings as
of March 31, 1998, should be
a. $99.600
b. $105,000
c. $108,600
- d. $114,000

14. A contingent liability
a. definitely exists as a liability but its amount and due date are_indeterminable.
b. is accrued even though not reasonably estimated.

o is not disclosed in the financial statements.

d. is the result of a loss contingency.

15. OnlJ anuafj? 1, 1998, Sprin_g Co. sold to Summer Co. $400,000 of its 10% bonds
for $354,118 to yield 12%. Interest is payable semiannually on Jan.1 and July 1.

What amount should Spring report as interest expense for the six months ended |

June, 19987
a. $17,706. b.$20,000. c.$21,247. d. $24,000.
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Cost of goods 0] (e mmmmmmmmmmm e
Gross proﬁ-t---_---f--------..-.'.._-_--_-..r..-._..-....'.-__.-..l.._..'.. '

Operating eXpenses--=-==-========"""" — _
Tncome before inCoOmMe taxes-m-m=nmsmn=smm=smsm===- | e

In addition, the following ‘nformation related to net changes n workmg Capi‘_tal is

presented:
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ﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂ

Invemorles
Salaries payable (operatmg)

Trade accounts payable----=s=s-msmmmmsmrommmemmn=sres

Income tax payable
The company also indicates that depreciation expense for the year.was $10,200
and that the deferred tax liability account increased $3,200.

| Instructmns. P
; Prepare a schedule computmg the net cash ﬂow fro

would be shown on a statement of cash ﬂews

a. ._ using the in;d'ire{:t_ method (IR FH I“r:ﬁ:‘%}%k)
b.  using the direct method CHNER QT&?&E)
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