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BUSI 1003 – Survey of Accounting

Mock Mid Term Exam


Name:							Student #: 					

· This mock mid  term exam will be taken up on Saturday, October 19 from 9 a.m. to 12 p.m. in ME 4332.
· Please attempt the mid  term before coming to the review session.

Question 1 — MULTIPLE CHOICE - 

1. Wolowitz Co. purchased equipment with a note payable.  This transaction will:

a. Decrease total liabilities.		  	 
b. Decrease total assets.
c. Howard Wolowitz should consult with Bernadette before purchasing equipment.  Remember what happened when he bought the 3D printer?
d. Increase total assets.
			
2. Which of the following is NOT considered a liability account?

a. Accounts Payable
b. Accounts Receivable	 
c. Unearned Revenues
d. Note Payable

3. The resources a business owns that provide future economic benefit are referred to as:
a. assets
b. liabilities
c. revenues
d. expenses

4. Sheldon Cooper Labs Inc. borrows $25,000 from the bank.  How should he record this transaction?
a. Decrease cash $25,000 and decrease notes payable $25,000
b. Increase cash $25,000 and decrease notes payable $25,000
c. Decrease cash $25,000 and increase notes payable $25,000
d. Increase cash $25,000 and increase notes payable $25,000			



5. Sheldon & Company has $16,000 in Retained Earnings, $27,000 in Assets, and $5,000 in Liabilities.  What is the balance of the Capital Stock account?
	a.
	$ 22,000

	b.
	$ 16,000

	c.
	$ 6,000

	d.
	$ 11,000




6. In their first year, the Koothrapalli Astrophysics Company had $45,000 in net sales, expenses of $37,500, bought equipment for $2,000 and dividends paid were $10,000.  What is the amount of net income or net loss for the year?
a. $5,500 net income
b. $7,500 net income	  	 
c. $2,500 net loss	  	 
d. Raj should retire from astrophysics and set up a business offering submarine rides instead.

7. On January 1, 2013, Hofstadter Inc. had the following balances in its accounting records:
	Total Assets = $63,000				Total Liabilities = $30,000

During January 2013, assets increased by $20,000 and shareholders’ equity increased by $10,000.  What is the balance of total liabilities on January 31, 2013?

a. $63,000 
b. $73,000		  	 
c. $30,000		  	 
d. $40,000			

8. Leonard opened a new business recently and contributed $50,000 cash to the business in exchange for shares.  How should he record this transaction in the accounting records of his business?

a. Increase Accounts Payable  and Increase Share Capital
b. Increase Accounts Receivable and Increase Retained Earnings
c. Increase Cash and Increase Share Capital
d. Increase Cash and Increase Accounts Payable

9. Penny Blossoms Ltd. billed her customers $15,000 during June 2013 for hair clips shipped in June 2013.  She collects $8,500 of the billings during July and the remainder in August.  When should she record the sale of these hair clips?

a. $15,000 in June 
b. $8,500 in July and $6,500 in August
c. $15,000 in August
d. $6,500 in July and $8,500 in August

10. On May 31, the Supplies account has a balance of $2,250.  A count of supplies on hand on May 31 indicates that there is really $950 worth of supplies in the storage room.  What should the May 31 adjusting entry be?

a. Increase Supplies $950 and decrease Retained Earnings (supplies expense) $950
b. Increase Supplies $1,300 and decrease Retained Earnings (supplies expense) $1,300
c. Decrease Supplies $950 and decrease Retained Earnings (supplies expense) $950 
d. Decrease Supplies $1,300 and decrease Retained Earnings (supplies expense) $1,300

11. On April 1, Farrah-Fowler Inc. paid $2,400 for an insurance premium on a three-year insurance policy. At the end of December, Farrah-Fowler's fiscal year-end, what should be the balance in the prepaid insurance account?
a. $2,400
b. $1,800
c. $2,700
d. $3,000

12. Wolowitz Engineering Co. paid $1,000 in dividends to stockholders. How does this transaction affect the accounts of Wolowitz?

a. Net Income will decrease by $1,000
b. Decrease Cash by $1,000 and Decrease Retained Earnings $1,000
c. Decrease Cash by $1,000 and Decrease Revenues by $1,000
d. Decrease Cash by $1,000 and Increase Expenses by $1,000

13. Which of the following accounts should be classified as a current asset?
a. Accounts Payable
b. Sales
c. Capital Stock
d. Cash

14. Leonard sells merchandise to Sheldon for $1,000, terms FOB Shipping Point, 1/10, n/30.  If Sheldon pays within the discount period, how much will the discount be?

a. $100
b. $10
c. $1
d. $30

15. How should Leonard record the payment from Sheldon when he receives the invoice amount less the discount?

a. Increase Cash, Decrease Accounts Payable and Decrease Retained Earnings (Sales Discounts)
b. Increase Cash, Decrease Retained Earnings (Sales Discounts)
c. Increase Cash, Decrease Accounts Receivable and Decrease Retained Earnings (Sales Discounts)
d. Increase Cash, Decrease Inventory and Decrease Accounts Receivable

16. Penny Inc. purchased merchandise for $500,000, received credit for purchase returns of $25,000, took purchase discounts of $10,000, and paid transportation in of $20,000. What is the total cost of merchandise purchased?
	a.
	$520,000

	b.
	$485,000

	c.
	$465,000

	d.
	$480,000



17.  Using a perpetual inventory system, the purchase of $30,000 of merchandise on account would include a(n):
	a.
	increase in Sales.

	b.
	increase in Merchandise Inventory.

	c.
	decrease in Merchandise Inventory.

	d.
	decrease in Sales.



Use the following data for questions 18 and 19:
September 1	Beginning Inventory	15 units @ $20 each = $300
September 10	Purchases	20 units @ $25 each = $500
September 20	Purchases	25 units @ $28 each = $700
September 30	Ending Inventory	30 units

18. What is the Cost of Merchandise Sold under FIFO method?
a. $675	 
b. $600		  	 
c. $825		  	 
d. $750	
			
19. What is the balance of Ending Inventory reported on the Balance Sheet using the Weighted Average method?
a. $730
b. Unable to calculate with information given
c. $825
d. $750

20. A note payable due in 90 days is listed on the balance sheet under
a. current assets.	 
b. long-term liabilities.		  	 
c. current liabilities.		  	 
d. fixed assets.



21. Bazinga Co. acquired computer equipment at the beginning of the year at a cost of $56,000 with an estimated residual value of $5,000 and an estimated useful life of 5 years. Determine the second year’s depreciation using the straight-line depreciation method.
a. $10,200 
b. $12,200		  	 
c. $22,400		  	 
d. $11,200	

22. Hofstadter Theoretical Labs acquired some land for $80,000 to construct a new office complex. Legal fees paid were $2,300, delinquent taxes assumed were $3,400, and $5,850 was paid to remove an old building from which salvaged materials sold for $1,950. What is the cost basis for the land?
a. $89,600	 
b. $91,550		  	 
c. $85,700		  	 
d. $93,500			

23. Bernadette’s Microbiology Labs purchased equipment for $18,000. It has a useful life of 5 years and a residual value of $2,000. What is depreciation expense for year one under the double-declining-balance method? 
a. $3,200	
b. $3,600		  	 
c. $6,400		  	 
d. $7,200			


24. The Allowance for Doubtful Accounts has an unadjusted balance of negative $400 at the end of the year.  Using the aging of Accounts Receivable method, the accountant has determined that collection of $3,000 of the accounts receivable is doubtful. What is the amount of the required adjustment to the Allowance doubtful accounts account?
	a.
	$400.

	b.
	$3,400.

	c.
	$2,600.

	d.
	$3,000.






		
Question 2 
The following items were taken from the November 30, 2012 financial statements of Penny Blossoms Inc.
	Office Supplies
	$     7,200
	Advertising expense
	$  35,040
	Sales
	$1,028,000

	Depreciation Expense
	15,280
	Equipment
	190,400
	Sales Returns
	36,000

	Rent Expense
	25,080
	Salaries Payable
	1,920
	Miscellaneous Expense
	10,720

	Cash
	123,000
	Accounts Payable
	44,800
	Accounts Receivable
	96,800

	Cost of goods sold
	620,000
	Note Payable (due Jan. 1/14)
	44,480
	Common share capital
	75,000

	Merchandise Inventory
	140,000
	Salaries Expense
	205,880
	Accumulated Depreciation – Equip.
	37,600


The beginning retained earnings balance was $301,600.  Dividends of $28,000 were paid during the year.
Required: a) Prepare a multi-step income statement for the year ending November 30, 2012 for Penny Blossoms.
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b) Prepare the classified balance sheet as at November 30, 2012.
	


	ASSETS
	LIABILITIES & SHAREHOLDERS’ EQUITY
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Question 3 

Mario and Luigi own a plumbing company. Record the following transactions and enter the required adjustments into the table below. The beginning balances are provided.

	Jan 1
	Paid 6 months of rent in advance for a total of $600.

	3
	Repaired Toad’s kitchen sink for $150 cash.

	7
	Purchased $200 of plumbing supplies on account.

	15
	Declared and paid a dividend of $300 to stockholders. 

	21
	Received $400 in advance from Princess Peach for repairs that will be performed later.

	

	Adjustment data for January:

	1. Repairs were performed for Princess Peach.  We received money for these repairs already on January 21.

	2. Employees have not been paid for 3 days of work. The daily wages are $100.

	3. The equipment has a useful life of 10 years and a salvage value of $0. Record depreciation expense for 1 month using the straight line method.



	
	Assets
	=
	Liabilities
	+
	Equity

	
	Cash
	+
	Prepaid Rent
	+
	Supplies
	+
	Equip.
	–
	Acc. Depr.
	=
	Accts. Payable
	+
	Wages Payable
	+
	Unearned Revenue 
	+
	Capital Stock
	+
	Retained Earnings

	Beg.Bal.
	2,600
	0
	400
	1,200
	–300
	300
	0
	0
	500
	3,100
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Question 4 

Hofstadter Theoretical Physics Lab Ltd. sells molecular model kits.  The following transactions occurred during the month of March 2013, their first month of business.  The president, Leonard Hofstadter, would like to use the FIFO method of inventory costing. Record the transactions in the table below.  

	5
	Purchased 10 molecular kits from a supplier at $5 each and paid cash

	6
	Sold 5 kits at $12 each on account.  The terms were 2/10, n 30.

	7
	Purchased 5 kits from their supplier at $5.50 each.  Leonard paid cash.

	10
	Sold 7 kits at $13 each with terms 2/10, n30.

	31
	Hofstadter estimates that 3% of credit sales will be uncollectible.




	
	Assets                                                  =
	Liabilities + Equity

	Date
	Cash
	Merchandise Inventory
	Accounts 
Receivable
	Allowance for Doubtful Accounts

	Common Shares
	Retained
Earnings
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