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PART 1. Multiple Choice (30 marks – 54 minutes) 

Select the best answer for each of the following multiple-choice questions and enter your answer on the Scantron Sheet.  Failure to use the Scranton Sheet will result in zero marks for Part 1.Only one answer will be accepted for each question.  There is no penalty for guessing.  No account will be taken of any explanations provided.

Question Nos. 1 to 10 are each worth 1 mark.  Question Nos. 11 to 20 are each worth 2 marks.

1. Recording an asset at what you paid for it instead of what you hope to be able to sell it for is an example of which characteristic of accounting information?

a. Relevance

b. Timeliness

c. Neutrality

d. Consistency

2. Which of the following is a revenue recognition criterion?

a. Recorded revenues and expenses are reliable.

b. Recorded revenues and expenses are probable.

c. There is reasonable assurance that recorded revenues and expenses will ultimately be received or paid.

d. There is a high probability that recorded revenues and expenses will result in related cash flows.

3. Which of the following sequences concerning the accounting cycle is correct?

a. Journalize, post, adjusting entries, financial statements

b. Transaction analysis, trial balance, post, adjusted trial balance

c. Post, adjusting entries, closing entries, financial statements

d. Adjusting entries, closing entries, adjusted trial balance, financial statements

4. Which of the following accounts normally has a credit balance?

a. Accumulated amortization

b. Accounts receivable

c. Dividends declared

d. Rent expense

5. The sale of merchandise to a customer partly for cash and partly on account would require which of the following entries?

a. Dr. Accounts receivable, Dr. Cash, Cr. Sales revenue

b. Dr. Cash, Dr. Accounts payable, Cr. Sales revenue

c. Dr. Cash, Cr. Sales revenue

d. Dr. Accounts payable, Dr. Accounts receivable, Cr. Sales revenue

6. The purchase of land for a combination of cash and a 15-year note would require which of the following entries?

a. Dr. Land, Dr. Cash, Cr. Long-term note payable

b. Dr. Land, Cr. Cash, Cr. Long-term note payable

c. Dr. Cash, Cr. Long-term note payable, Cr. Land

d. Dr. Land, Dr. Long-term note payable, Cr. Cash

7. Normal operating activities are divided into which two main groups?

a. Revenues and expenses

b. Operating and Non-Operating Revenues

c. Assets and Liabilities

d. Debits and Credits

8. When a firm has substantially completed the earnings process, a revenue is said to be:

a. Recognized

b. Earned

c. Realized

d. Realizable

9. Which of the following would equal cash received from customers?

a. Sales plus increase in accounts receivable

b. Sales plus increase in accounts payable

c. Sales plus decrease in accounts receivable

d. Sales plus decrease in accounts payable

10. Which of the following would equal the purchases of inventory?

a. Inventory plus change in accounts payable

b. Cost of goods sold plus change in inventory

c. Purchases plus change in accounts payable

d. Inventory plus change in purchases

11. The journal entry to record a payment on account will 

a. Debit Accounts Payable, and Credit Retained Earnings

b. Debit Cash, Credit Expenses

c. Debit Expenses, Credit Cash

d. Debit Accounts Payable, Credit Cash

12. Purchasing computer equipment for cash will

a. Increase both total assets and total liabilities

b. Decrease both total assets and shareholders equity

c. Decrease both total liabilities and shareholders equity

d. Have no effect on total assets, total liabilities or shareholders equity.

13. On September 1, LostForest Appartments Ltd. received $3,600 from a tenant for three months rent.  The receipt was credited to Unearned Rent Revenue.  What adjusting entry is needed on September 30?
       
        Dr
Cr
a.   Unearned Rent Revenue                2,400

             Rent Revenue                                          2,400

b.  Rent Revenue                                  1,200

              Unearned Rent Revenue                        1,200

c.     Unearned Rent revenue                 1,200

              Rent Revenue                                         1,200

d.  Cash                                                  1,200

               Rent Revenue                                         1,200

14. On a trial balance, which of the following would indicate that an error has been made?

a. Service Revenue has a debit balance

b.  Salary Expense has a debit balance

c. Accumulated Amortization has a credit balance

d. All of the above indicate errors

15. Which of the following accounts is not closed out?

     a.  Accumulated Depreciation              

     b. Depreciation Expense                       

c.  Dividends
d.  Interest Revenue
16. A contra-asset will usually

a. Appear on the Income Statement

b. Have a credit balance

c. Appear on the Balance Sheet
d. Both b and c

17. When preparing closing entries, the account Income Summary will usually be

a. Debited for Revenue and debited for Expenses

b. Credited for Dividends

c. Debited for Dividends

d. Debited for Expenses and credited for Revenue

18. Which of the following will not appear on an unadjusted trial balance?

a. Dividends

b. Common Stock

c. Opening Retained Earnings

d. Closing Retained Earnings

19. Cash received in advance from a customer would have the following effects

a. Increase the Net Cash Provided by Operating Activities and Increase the Calculation of Profit

b. No effect on Net Cash Provided by Operating Activities and Increase the Calculation of Profit

c. Increase the Net Cash Provided by Operating Activities and No effect on the Calculation of Profit

d. Increase the Net Cash Provided by Operating Activities and Increase Revenue

20. Flowers Catering Ltd has a December 31 year-end.  In September they bought Supplies of $4,600 and recorded the entry for the purchase.  At year-end, a count of supplies shows they have $2,280 left, what is the entry to record the supplies used?
    
Dr
      Cr
a.  Supplies                         2,280

               Cash                                     2,280

b.  Supplies Expense          2,280

                Supplies                             2,280

c.  Supplies Expense          2,320


          Supplies                            2,320

d.  Supplies                           2,280

                 Supplies Expense            2,280

ANSWERS

	1
	C
	11
	D

	2
	C
	12
	D

	3
	A
	13
	C

	4
	A
	14
	A

	5
	A
	15
	A

	6
	B
	16
	D

	7
	A
	17
	D

	8
	B
	18
	D

	9
	C
	19
	C

	10
	B
	20
	C


PLEASE NOTE THAT ZERO MARKS WILL BE AWARDED IF YOU DO NOT SHOW ALL YOUR COMPUTATIONS FOR THE FOLLOWING QUESTIONS IN THIS SECTION

PART 2  (36 Marks - 66 minutes)
QUESTION 21 (9 marks)
Below is a partial income statement with financial information relating to Nathan Inc. 

Required:  Compute the missing numbers (1)-(9) to complete the cost of goods sold sections. You must show your computations in the ANSWER section to be awarded any marks. 

Nathan Inc.

Partial Income Statement

Periods Ended Dec 31, 2011, 2012

                                                                              2011              2012

Beginning Inventory                                              200                   (5)

Purchases                                                             1,500                  (6)
Purchase returns and allowances                             50                 100

Purchase discounts                                                   30                   50

Net purchases                                                           (1)             1,800

Freight in                                                                130                   (7)
Cost of goods purchased                                          (2)                  (8)
Cost of goods available for sale                               (3)              2,300

Interest expense                                                      300                 250

Ending inventory                                                      (4)                350

Cost of goods sold                                                1,400                  (9)  
 ANSWER.

[1]
$1,420 = 
($1,500 – $50 – $30)


[2]
$1,550 = 
($1,420 + $130) 

[3]
$1,750 = 
($1,550 + $200)


[4]
$270 = 
($1,750 – $1,400 -50 -30)


[5]
$270 = 
[4]

[6]
$1,950 = 
($100 + $50 + $1,800)


[7]
$230 = 
($2,030 [8] – $1,800)


[8]
$2,030 = 
($2,300 – $270 [5])


[9]    $1,950 =
     ($2,300 – $350)

QUESTION 22 (8 Marks)
	
	
	Number of Days Outstanding

	
	Total
	0-30
	31-60
	61-90
	91-120
	over 120

	Accounts Receivable
	$300,000
	$167,250
	$62,100
	$57,000
	$9,900
	$3,750

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Estimated Percentage Uncollectible
	
	1.00%
	2.50%
	5.00%
	12.50%
	25.00%

	Estimated Allowance for Doubtful Debts
	$8,250.00
	$1,672.50
	$1,552.50
	$2,850.00
	$1,237.50
	$937.50


The above information relates to Sierra Corporation’s accounts receivables on 31 December 2012.

On 1 January 2012, the Allowance for Doubtful Debts had a credit balance of $2,250.

During January 2013, credit sales amounted to $50,000 and cash collected from customers was $40,000. At 31 January, 2013 the balance on the Accounts Receivable was debit of $305,000 while the allowance for doubtful debts had a credit balance of $6,250. 
Required:

A. Prepare the adjusting entry at 31 December 2012, to record the bad debts expense.

B. Prepare the journal entry to write off the uncollectible receivables during January 2013.

C. Prepare the journal entry to record the bad debts expense for January 2013.

ANSWER
A.

 To record bad debts expense:



Bad Debts Expense

6,000



Allowance for Doubtful Accounts


6,000

1 mark

Estimated Allowance $8,250 less Allowance on Jan 1st $2,250

B.

 To record write-offs:


Allowance for Doubtful Accounts

5,000




Accounts Receivable


5,000

1 mark


($300,000 + $50,000 – $40,000 – $305,000 = $5,000)



Each number = .5 mark x 4 = 2 marks 



 Correct $5,000        = .5 mark

C.

 To record bad debts expense:



Bad Debts Expense

3,000



Allowance for Doubtful Accounts


3,000

1 mark
($8,250  – $5,000 = $3250) Each number = .25 mark x 3 = .75 mark
($6,250 - $3,250 = $3,000 ) First two numbers = .5 mark x 2 = 1 mark
         If $3.000 is correct =  .75 mark 

Answer Continued
QUESTION 23 (8 Marks)
ABC Co. started its operations on December 20, 2012. ABC Co. purchases inventory on account from multiple suppliers but makes only cash sales. The company is happy to have appropriate technology to keep a perpetual record of its inventory. On December 31, 2012, the company had an ending inventory of 30 units at a unit price of $13. Management has decided to use FIFO costing of inventory. The following information relates to the month of January 2013 for ABC Co.:
Date

Description

Units
Unit Price

Jan. 2

Purchase

120
$14

Jan. 7

Sale


140
  18

Jan. 9

Purchase

110
  11

Jan. 10

Purchase return
10
  11

Jan. 25

Sale


50
  15

Required:

(a) Prepare all journal entries for the month of January for ABC Co.

(b) Determine the ending inventory amount for ABC Co. as at January 31, 2013.

(c) ABC Co’s management finds out that the net realizable value of each product is $14. What will be the ending inventory amount for ABC Co. at January 31, 2013 after this finding?

ANSWER.

(a) Journal Entries: 

Jan. 2
Merchandise Inventory



1680

(1 mark)




Accounts Payable (120 X $14)


1680

Jan. 7
Cash





2520

           (1 mark)



Sales Revenue (140 X 18)


2520



Cost of Goods Sold 



1930




Merchandise Inventory (30 X 13)+(110 X 14)
1930

Jan. 9
Merchandise Inventory (110 X 11)

1210

            (1 mark)



Accounts Payable



1210

Jan. 10
Accounts Payable (10 X 11)


110

          (1 mark)



Merchandise Inventory



110

Jan. 25
Cash (50 X 15)




750

(1 mark)




Sales Revenue




750



Cost of Goods Sold (10 X 14)+(40 X 11)

580




Merchandise Inventory



580

(b) Ending Inventory January 31, 2013

All 60 units belong to purchase of Jan. 9: 60 X $11 = $660

                    (2 marks)

(c) Ending Inventory January 31, 2013

Cost = $660

NRV = 60 X $14 = $840

Lower of cost and NRV = $660





        (1 mark)

QUESTION 24 (11 Marks)

	NITNESIV CORPORATION
	

	
	$

	Accounts payable
	194,750

	Accounts receivable
	150,500

	Accumulated depreciation-buildings 
	37,500

	Accumulated depreciation-equipment 
	25,000

	Buildings
	250,000

	Cash
	21,250

	Common shares 
	375,000

	Dividends 9,250

Equipment
	62,500

	Goodwill
	38,000

	Land
	22,250

	Long-term investments 
	43,750

	Merchandise inventory 
	371,250

	Mortgage payable (long-term)
	95,750

	Mortgage payable due within one year
	31,250

	Prepaid expenses
	19,500

	Retained earnings, 31 January, 2012
	219,500

	Short-term bank loan payable
	250

	Profit for the year ended 31 January 2012
	43,750

	
	


The above information relates to NITNESIV CORPORATION whose year end is 31 January 2012. 
REQUIRED:

A.  Prepare the Statement of Changes in Equity

B. Prepare the Statement of Financial Position.
ANSWER.

Answer Continued.

NITNESIV CORPORATION

Statement of Changes in Equity
January 31, 2012






Common Shares
Retained Earnings
Total Equity
Balance beginning of year
$375,000

$185,000

$560,000
Profit






$  43,750

$  43,750









$228,750

$603,750
Dividends





($   9,250)

($   9,250)
End of Year


$375,000

$219,500

$594,500
Balance beginning of year
.5 mark
Profit



.5 mark

Dividends


.5 mark

End of Year


.5 mark

	NITNESIV CORPORATION
	
	
	

	Statement of Financial Position
	
	
	

	January 31, 2012
	
	
	

	Current Assets
	
	
	

	Cash 
	
	
	21,250

	Accounts Receivable
	
	
	150,500

	Merchandise Inventory
	
	
	371,250

	Prepaid Expenses
	
	
	19,500

	Total Current Assets
	
	
	562,500

	Each asset and total  = .5 mark x 5 = 2.5 marks
	
	
	

	
	
	
	

	Investments .5 mark
	
	
	43,750

	
	
	
	

	Property, plant, and equipment
	
	
	

	Land
	
	22,250
	

	Buildings
	250,000
	
	

	Less: Accumulated depreciation
	37,500
	212,500
	

	Equipment
	62,500
	
	

	Less: Accumulated depreciation
	25,000
	37,500
	

	Goodwill
	
	38,000
	310,250

	Total assets
	
	
	916,500

	Each Carrying Amount= .5 mark x 4= 2 marks
No marks for total of LT assets.
	
	
	

	 
	
	
	

	Liabilities
	
	
	

	Current liabilities
	
	
	

	 Accounts payable
	
	
	194,750

	 Bank loan payable
	
	
	250

	Mortgage payable due within one year
	
	
	31,250

	Total current liabilities
	
	
	226,250

	Each liability and total  = .5 mark x 4 = 2 marks

Non-current  liabilities
	
	
	

	Mortgage payable .5 mark
	
	
	95,750

	Total liabilities .5 mark
	
	
	322,000

	Shareholders' equity
	
	
	

	Common shares .5 mark
	
	375,000
	

	Retained Earnings .5 mark
	
	219,500
	594,500

	
	
	
	                     

	
	
	
	916,500
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