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ADM 1340 Q Quiz No. 1 (Winter 2014)
NAME:   	

STUDENT #:  	




Instructions:

1. This quiz is 30 minutes in length.


2. This is a close-book, close-notes exam.


3. A calculator is allowed.


4. Please write or print neatly.







Statement of Academic Integrity 
The School of Management does not condone academic fraud, an act by a student that may result in a false academic evaluation of that student or of another student. Without limiting the generality of this definition, academic fraud occurs when a student commits any of the following offences: plagiarism or cheating of any kind, use of books, notes, mathematical tables, dictionaries or other study aid unless an explicit written note to the contrary appears on the exam, to have in his/her possession cameras, radios (radios with head sets), tape recorders, pagers, cell phones, or any other communication device which has not been previously authorized in writing. 
 
Statement to be signed by the student: 
 
I have read the text on academic integrity and I pledge not to have committed or attempted to commit academic fraud in this 
examination. 
 
Signed:  	 
 
Note: an examination copy or booklet without that signed statement will not be graded and will receive a final exam grade of 
zero. 



Question 1 (15 points)


	Prepare the journal entries for the following transactions:
		a.	Bought land for 10,000 shares with a $20 per share market value.
		b.	Purchased a 3-year insurance policy for $3,300.
		c.	Bought a building for $100,000. Paid one-fifth in cash and the balance on a 10-year, 10% interest note payable.
		d.	Purchased $18,000 of merchandise inventory on credit.
		e.	Paid utilities bill for $450.
		f.	Sold $6,000 of merchandise inventory for $10,000 cash.
		g.	Paid salaries and wages of $8,500.
		h.	Paid $8,000 on merchandise inventory previously purchased.
		i.	Received $7,000 from customers on account.
		j.	Declared a $5,000 dividend.

Solution:	(15 min.)
a.	Land (A)	200,000
		Common shares (SE)		200,000
b.	Prepaid insurance (A)	3,300
		Cash (A)		3,300
c.	Building (A)	100,000
		Cash (A)		20,000
		Long-term note payable (L)		80,000
d.	Merchandise inventory (A)	18,000
		Accounts payable (L)		18,000
e.	Utilities expense (SE)	450
		Cash (A)		450
f.	Cash (A)	10,000
	Cost of goods sold (SE)	6,000
		Sales revenue (SE)		10,000
		Merchandise inventory (A)		6,000
g.	Salaries and wages expense (SE)	8,500
		Cash (A)		8,500
h.	Accounts payable (L)	8,000
		Cash (A)		8,000
i.	Cash (A)	7,000
		Accounts receivable (A)		7,000
j.	Dividends declared (SE)	5,000
		Dividends payable (L)		5,000



Question 2 (15 points)
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	Shown below are account balances for Compo Inc. at the end of its accounting period.

	Debit	Credit
Cash	$20,000
Accounts receivable	5,500
Inventory	45,200
Prepaid expenses	1,200
Equipment	68,000
Accumulated amortization—equipment		$  6,800
Accounts payable		10,800
Income taxes payable		4,200
Common shares		10,000
Retained earnings		40,800
Dividends declared	2,000
Sales revenue		176,000
Interest income		20,000
Cost of goods sold	47,200
Amortization expense	6,800
Wages expense	55,600
Miscellaneous expense	10,700	
Income tax expense	6,400
	$268,600	$268,600

	Required:
 Prepare the closing journal entries.

Solution:	(15 min.)
a.	Dr. Interest income (SE)	20,000
	Dr. Sales revenue (SE)	176,000
		Cr. Income summary (SE)		196,000

b.	Dr. Income summary (SE)	126,600
		Cr. Cost of goods sold (SE)		47,200
		Cr. Amortization expense (SE)		6,800
		Cr. Wages expense (SE)		55,600
		Cr. Miscellaneous expense (SE)		10,700
		Cr. Income tax expense (SE)		6,300

c.	Dr. Income summary (SE)	69,400
		Cr. Retained earnings (SE)		69,400

d.	Dr. Retained earnings (SE)	2,000
		Cr. Dividends declared (SE)		2,000
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