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1. In vertical analysis, the base amount for depreciation expense is generally:
a. net sales. .
b. depreciation expense in a previous year.
c. gross profit. -«
d. fixed assets.

2. Net income is $132,000. During the year, accounts payable increased $10,000,
inventory decreased $6,000, and accounts receivable increased $12,000. Under the
indirect method, net cash provided by operations is:

a. $102,000 ’
b. $136,000 .

c. $124,000

d. $112,000 .

3. At the end of the first year of operations, the total cost of the trading securities
portfolio is $120,000. Total fair value is $115,000. The financial statement should

shows:
a. a reduction of an asset of $5,000 and a realized toss of $5,000.

b. a reduction of an asset of $5,000 and an unrealized loss of $5,000 in the

stockholders’ equity section.
¢. a reduction of an asset of $5,000 in the current assets section and an unrealized

loss of $5,000 in * other expenses and losses.”
d. a reduction of an asset of $5,000 in the current assets section and a realized loss

of $5,000 in *“ other expenses and losses.”
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4. Capital balances in the DEA partnership are Don Capital $60,000, Ed Capital
$50,000, and Amy Capital $40,000, and income ratios are 5:3:2, respectively. The
DEAR partnership is formed by admitting Ray to the firm with a cash investment
of $60,000 for a 25% capital interest. The bonus to be credited to Amy Capital in
admitting Ray is :

“a. $10,000.
b. $7,500.

"¢ $3,750.
d. $1,500.

5. Gonzalez’s Construction Company began a long-term construction contract on
January 1, 2002, The contract is expected to be completed in 2003 at a total cost
of $20,000,000. Gonzalez's revenue for the project is $24,000,000. Gonzalez
, incurred contract costs of $4,000,000 in 2002, What gross profit should be
; recognized in 20027
a. $800,000.
b. $1,000,000.
c. $2,000,000, oo
d. $4,000,000.

6. A contingent liability should be recorded in the accounts when: .
a. it is probable the contingency will happen, but the amount cannot be reasonably
estimated,
b. it is probable the contingency will happen, and the amount can be reasonably
estimated.
c. it is reasonably possible the contingency will happen, and the amount can be
reasonably estimated.
d. it is reasonably possible the contingency will happen, but the amount cannot be
reasonably estimated.
' ‘i
7. On January 1, Dias Corporation issued $1,000,000, 14%, 5-year bonds with interest
payable on July 1 and January!. The bonds sold for §1,098,540. The market rate
of interest for these bonds was 12%. On the first interest date, using the
effective-interest method, the debit entry to Bond Interest Expense is for:
a: $60,000.
b. $76,898.
c. $65,912,
d, $131,825.




: RO ABAZ R AR A AR OO
A% w5 CHB  RHR(—)

H
AR TO, BAT Tx
o | memsim

Rt 7 A /38R T

ARt - 3 R

8. On December 31, Regis Company correctly made an adjusting entry to recognize

$2,000 of accrued salaries payable. On January 8 of the next year, total salaries of

. $3,400 were paid. Assuming the correct reversing entry was made on January 1,
the entry on January 8 will result in a credit to Cash $3,400 and the following

_debit(s): -
a. Salaries Payable $1,400, and Salaries Expense $2,000.
b. Salaries Payable $2,000, and Salaries Expense $1,400.
¢. Salaries Payable $3,400.
d. Salaries Expense $3,400. ;

9. A check is written to replenish a $100 petty cash fund when the fund contains
receipts of $94 and $3 in cash. In recording the check,
a. Petty Cash should be debited for $94.
b. Cash Over and Short should be debited for $3.
¢. Cash should be credited for $94.
d. Petty Cash should be credited for $3.

10. Indicate which of the following statements is true.

a. Since intangible assets lack physical substance, they need be disclosed only in
the notes to the financial statements.

b. Goodwill should be reported as a contra-account in the owner’s equity section.

c. Totals of major classes of assets can be shown in the balance sheet, with asset
details disclosed in the notes to the financial statements.

d. Intangible assets are typically combined with plant assets and natural resources
and shown in the property, plant, and equipment section.
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The following stockholders’ equity accounts ananged alphabetically are in the
ledger of Iceland Corporation at December 31, 2002.

Common Stock ($10 stated value) $1,500,000
Paid-in Capital from Treasury Stock 6,000
Paid-in Capital in Excess of Stated Value— Common Stock 920,000
Paid-in Capital in Excess of Par Value — Preferred Stock 288,400
Preferred Stock (8%, $100 par, noncumulative) 400,000
Retained Earnings i 1,276,000
Treasury Stock - Common(8,000 shares) 88,000
Instructions

(1) Prepare a stockholders’ equity section at December 31, 2002.
(2) Compute the book value par share of the common stock, assuming the preferred
stock has a call price of $110 per share.
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The 2002 accounting records of Winona Ryder Co. reveal the following
transactions and events.

Payment of interest $ 6,000 Collection of accounts receivable  $180,000
Cash sales 38,000 Payment of salaries and wages 65,000
Receipt of dividend revenue 14,000 Depreciation expense 18,000
Payment of income taxes 15,000 Proceeds from sale of aircraft 812,000
Net income 38,000 Purchase of equipment for cash 22,000
Payment of accounts payable Loss on sale of aircraft 3,000

for merchandise 90,000 Payment of dividends 14,000
Payment for land . 74,000 Payment of operating expenses 20,000

Instructions

Prepare the cash inflows and outflows from operating activities section using the

direct method.




