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TEST1 VERSION A

There are 46 marks available on this exam

Name: Student #:

1) There are 46 marks available on this exam

2) This exam includes 8 pages and 4 questions.

3) This is a closed note, closed book examination.

4) All answers should be entered in this booklet.

5) You may use a calculator during the examination

6) Show all your work and calculations.

7) Good Luck!

Question #0 (1 mark) (2 minutes)
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Question 1 (7 marks) (14 minutes)

Belle Ltd. provided you with the following selectadcount balances at December 31,

2011 and 2012.

Current assets:

Cash

Short-term investments
Accounts Receivable
Inventories

Prepaid Expenses

Noncurrent Assets:
Land

Equipment, net of
depreciation

Total Assets

Current Liabilities:

Accounts Payable

Salaries Payable

Other Current Liabilities

Noncurrent Liabilities:

Notes Payable

Shareholders’ Equity:

Capita Stock

Retained Earnings

Total Liabilities and Shareholders’ Equity

Sales Revenue
Cost of Goods Sold
Profit Margin

Depreciation Expense
Other Operating expenses
Operating Income

Tax Expense

Net Income

Required

2012 2011
$25,300 $20,600
------- 20,000
47,100 44,000
94,300 114,900
1,700 2,200
35,100 10,000
80,900 93,700
$284,400 $305,400
22,700 24,600
2,100 1,400
24,400 22,500
55,000 65,000
131,100 122,300
49,100 69,600
$284,400 $305,400
$349,700
185,700
164,000
15,300
140,700
8,000
2,400
$5,600

1- Calculate the Quick Ratio for BELLE Ltd. in 2011da2012. Comment on

Belle’s liquidity in 2012 compared to 2011.

2- Calculate the Return on Sales of BELLE Ltd. in 2012



Enter your answer to Question 1 here:



Question 2 (4 marks) (8 minutes)

At the beginning of 2013, Mrox inc. had $8,000 afrchandise inventory and $23,000 of
accounts payable. During 2013, Mrox total purchad@sventory amounted to $45,000.
It paid $14,000 cash and recorded the remaindés iaccounts payable. During 2013,
total sales of Mrox amounted to $70,000, with CQ&%$46,900. Of the $70,000 Sales,
Mrox received $35,000 cash and recorded the reraniasl Accounts Receivable. Mrox
also paid $ 40,000 of its Accounts Payable duridg32

Required:

1) Determine the Profit Margin (or Gross Profit) tordeported by Mrox Inc. in its
Statement of Income for the year ended Decembe2(BII37?

2) Determine the balances of the “Merchandise Invetitaccount to be reported in the
Statement of Financial Position of Mrox inc. aPafcember 31, 2013.

Enter your answer to question 2 here:



Question 3 (16 marks) (32 minutes)

Moller Computing Services provides computer comsglservices and related computing
services to small businesses. The account baldakes from the adjusted trial balance
on December 31, 2012 are shown below:

Moller Computing Services
Adjusted Trial Balance
December 31, 2012

Accumulated depreciation, equipment $60,000
Advertising expense 21,900
Cash 14,500
Depreciation expense 20,000
Equipment 248,000
Interest expense 1,200
Note payable, due in December 1, 2015 30,000
Office supplies inventory 8,500
Other operating expenses 4,200
Prepaid advertising 2,100
Retained earnings (Beginning of year balance legdethds of $20,000) ?
Sales 588,300
Salaries expenses 187,700
Capital stock 150,000
Accounts Payable 3,800
Accounts receivable 12,250
Unearned Revenue 10,800
Tax Expense 10,955
Cost of Goods Sold 322,000
Required

1- Prepare a Statement of Income and a classifiedr8éait of Financial Position for
Moller Computing Services for the 2012 year end.
2- Determine the balance of the Retained Earningsust@as of January 1, 2012.

Enter your answer to Question 3 here:






Question 4 (18 marks) (36 minutes)

Randy Inc. has provided you with its accounts badartaken from its adjusted Trial
Balance at the end of 2012.

Dr. Cr.
Cash 42,500
Accounts Receivable 24,000
Inventory 40,300
Supplies inventory 15,000
Prepaid Insurance 18,000
Machinery 200,000
Accumulated Depreciation- Machinery 92,000
Accounts Payable 48,000
Unearned Subscription Revenues 80,000
Notes payable 70,000
Capital Stock 48,300
Retained Earnings (as at December 31, 2011) 18,000
Sales 75,000
Cost of goods sold 37,500
Salaries expense 23,000
Utility expense 31,000

$431,300 $431,300

The company’s accountant has forgotten to recdesvaevents in 2012. You are asked to
provide the journal entry and/or the adjusting j@lrentry, as appropriate, for each of the
following eventan the space provided below the event’s description

1. A bill for December’s utility costs of $2,900 wasceived but not recorded. It will be
paid in January 2013.

2. Randy had the following two insurance policies:
* Insurance A is a one-year insurance policy takempnl 1, 2011, original
cost was $8,000. The initial purchase was recoathelthe last adjusting entry
for Insurance A was recorded in December 31, 2011.
* Insurance B is a two-year insurance policy takerMamch 1, 2012, original
cost was $16,000. The purchase of Insurance B e@sded but no adjusting
entry was made in 2012.



3. On November 30, 2012, the company issued 10,000 shares to neestors and
received $50,000 in cash. The accountant forgogdord this transaction.

4. The company sold merchandise for $5,000 cash ah@®2 on account to Feynan
Co. The Cost of Goods Sold was determined to bedD®D3 The accountant forgot to
record the transaction.

5. On January, 2012, the company purchased a buifdin§25,000. It paid $10,000
cash and issued a note payable for the remainder. bLilding’s useful life is
estimated to 10 years. Neither the purchase ofbthieling nor the depreciation
expenses at year end were recorded.



6. The employees last pay date was December 26, a¥1®&drk completed to and
including that date. The weekly payroll is $21,0@nployees work 365 days per
year.

7. The note payable of $70,000 was taken in May 3102dhd bears annual interest of
10%. The principal and interest are due on ApriQ14. The last adjusting journal
entry was recorded on December 31, 2011.

8. The supplies inventory balance of $15,000 repartete trial balance represents the
beginning supplies inventory and the purchasebefear. As of December 31,
2012, a physical count determined that the supplielsand amounted to $4,300.

Question | Q#0 Q1 Q2 Q3 Q4 Total
Marks 1 7 4 16 18 46
Score




SOLUTION VERSION A
Question 1 version A = Question 2 version B (7 masi

Quick Ratio = cash + S-T investments + A/R/Curilgabilities
Quick Ratigg;; = $25,300 + 47,100/22,700+2,100+24,400
=72,400/49,200
=1.472 marks
Quick Ratigg;; = $20,600+ 20,000 +44,000/24,600 + 1,400 + 22,500
=84,600/48,500
=1.742 marks
Belle was more liquid in 2011 than in 2012 becatssquick ratio dropped from 1.74 to 1.47
(use their own results). mark

Return on Saleg;» = Net Income/Net Sales = 5,600/349,700=1.6%
2 marks

Question 2 (4 marks)

1) Gross profit = Sales —-COGS
= $70,000 — 46,900
= $23,100 marks

2) Ending inventory= Beg inventory + purchases — COGS
= 8,000 + 45,000 —908),
= $6,1002 marks

Question 3 — 16 marks
Moller Computing Services 1 mark for proper title

Statement of Income
For the year ended December 31, 2012

Sales $588,300
COGS 322,000
Gross Profit/Profit Margin 1 266,300
Operating expenses

Salaries $187,700

Depreciation 20,000

Advertising 21,900

Other 4,200 233,800
Operating income 1 $32,500
Interest expense 1 1,200
Net Income before taxes 31,200
Tax expense 1 10,955
Net Income 1 $20,345

10



1 mark for proper title

Moller Computing Services
Statement of Financial Position
As at December 31, 2012

ASSETS

Current Assets
Cash
Accounts receivable
Supplies Inventory
Prepaid advertising

Equipment
Accumulated depreciation

LIABILITIES AND SHAREHODLERS' EQUITY

Current liabilities
Accounts payable
Unearned Revenue

Notes payable
Shareholders' Equity

Capital Stock
Retained earnings

0.5 $14,500

0.5 12,250
0.5 8,500
0.5 2,100
37,350
0.5 248000
0.5 60,000 188,000
$225,350
0.5 $3,800
0.5 10,800
14,600
0.5 30,000
44,600
0.5 150,000
1 30,750*
57,400
$225,350

*Ending R/E = Total Liabilities and S/E — Total bidities — Capital Stock

= $225,350- 44,600 -150,000
= $30,750

2)Ending R/Huses their own calculated RE)
+ Dividends
-N/I (uses their own calculated NI)

Question 4 (18 marks)

1. Utility expense
Accounts plalga
1 mark for the entry

2. Insurance A expense
Prepaid insurance A
8,000/12*3months= $2,000
2 marks — 1 for entry, 1 for right amount

Insurance B expense
Prepaid insurance B
$16,000/24*10 = $6666.67
2 marks- 1 for entry, 1 for right amount

30,750 1)
20,000 (1)
(20,345) (1)
$30,405
$2,900
$2,900
2,000
2,000
6666.67
6666.67
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OR- One Entry: Prepaid Insurance
Insurance expense

2 marks for right
entry and 2 marks
for right amount

3. Cash
Capital stock
1 mark for entry

4. Cash
Accounts receivable
Sales
1.5 marks for entry
Cost of goods sold
Inventory
1 mark for entry
5. Building
Cash

Note payable
1.5 marks for entry

Depreciation expense

Acc. Depreciation
2 marks- 1 for entry, 1 for right amount

6. Salary expense
Salaries payable

21,000/7*5 = $15,00® marks- 1 entry, 1 right amount

7. Interest expense
Interest payable

$70,000 * 10% * 1 year = $7,002 marks- 1 for entry, 1 for right amount

8. Supplies expense
Supplies inventory

Beg supplies + purchases — supplies expense =gadpplies

8,666.67

$50,000

$5,000
21,000

13,000

$25,000

2,500

15,000

7,000

10,700

8,666.67

$50,000

$26,000

$13,000

10,000
$15,000

$2,500

15,000

7,000

10,700

Supplies expense = $15,000 — $4,300 = $10,Z00arks- 1 entry, 1 right amount
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