BUSI 1004 - Test #2 – Marking Key

Question 1 3 marks

COGS  		          = Beg. Bal . + Purch – end.inv.
[500,000 (1 – 40%)] = 125,000 + 475,000 – end inv.
end inv. = 300,000

[bookmark: _GoBack]Question 2 7 marks
Price of bonds: FV $1,000,000, i/y = 4%, n=10, PMT = $50,000   PV = $1,081,109 2 marks

	July 1, 2014
	DR Cash
	$1,081,109
	

	
	CR      Bonds Payable
	
	$1,081,109

	
	2 marks
	
	

	
	
	
	

	Dec.31, 2014
	DR Int.Expense
	$43,244
	

	
	DR Bonds Payable
	6,756
	

	
	CR        Cash
	
	$50,000

	
	$1,081,109 x 4% 
= $43,244
	3 marks
	



Question 3 –9  marks

a) $600,000 - $40,000
	10 yrs
= $56,000 – 2 marks

b) 2014  depreciation = 1/10 x 2 x $600,000 = $120,000 1 mark
2015 depreciation = 20% x ($600,000 - $120,000) = 96,000 1 mark

c) 2014 to 2018 – 5 years x $56,000/year = $280,000
2019 deprec.=$56,000 x 6/12 = 	         28,000
					       308,000 1 mark
	DR
	Depreciation Expense
	1
	28,000
	

	CR
	     Accum.Deprec.
	
	
	28,000

	
	
	
	
	

	DR
	Loss on sale
	1
	$17,000
	

	DR
	Cash
	
	275,000
	

	DR
	Accum.Deprec
	1
	308,000
	

	CR
	   Machinery
	1
	
	600,000

	
	
	
	
	





Question 4 – 10 marks
a) End. Inventory = 50+10-55+20-10 = 15 kits 1 mark

Weighted Average = (50 x 10) + (10 x 10.50) + (20 x 11)
			50 + 10 + 20
		       = 825
		         80 units
		      = $10.3125 2 marks
x 5 kits = $51.56  1 mark

b) 15 x $11 = $165  2 marks
c) 

	Date
	Purch
	Sale
	End.Bal.
	

	July 1
	
	
	50 x $10 = $500
	

	July 12
	10 x $10.50 = $105
	
	60 x $10.083 = $605
	1 mark

	July 20
	
	55 x 10.083
= $554.57
	5 x $10.083 = $50.42
	1 mark

	July 21
	20 x $11 = $220
	
	25 x $10.8166 = $270.42
	1 mark

	July 26
	
	10 x $10.8166
= $108.17
	
	1 mark

	Total COGS
	
	$662.74
	
	






Question 5 11 marks

	a.
	Cash balance per books, unadjusted
	
	$4,251

	
	Shareholder investment
	1
	20,000

	
	NSF cheque $265  + service fee $25
	1
	(291)

	
	Service fees
	1
	(65)

	
	Deposit error
	1
	(9)

	
	Cash balance per books, adjusted
	
	$23,886

	
	
	
	

	
	Cash balance per bank
	
	$25,765

	
	Less bank error
	1
	(1,213)

	
	Add outstanding deposit
	1
	1,345

	
	Less outstanding cheques
	1
	(2,011)

	
	Cash balance per books
	
	$23,886

	
	
	
	

	b.
	Cash
	
	$20,000
	

	
	    Common stock
	1
	
	$20,000

	
	
	
	
	

	
	Accounts receivable
	1
	291
	

	
	    Cash
	
	
	291

	
	
	
	
	

	
	Service fee expense
	1
	65
	

	
	    Cash
	
	
	65

	
	
	
	
	

	
	Accounts receivable or Sales
	1
	9
	

	
	    Cash
	
	
	9


 	


Question 6 – 3 marks

a) Balance in the allowance account before adjustment:

Allowance Account
	
	$8,000

	$9,900
	      900

	Balance 1,000
	2 marks



Bad debt expense = $7,500 + 1,000 - $8,500 1 marks

Question 7 – 8 marks
a) Bad debts expense				3,067
		Allowance for doubtful accounts		3,067      
$335,000x 4.5%-12,008= 15,075 – 12,008

2 marks (1 for the entry; 1 for the right amount)

Accounts receivable 		335,000
Less: AFDA			15,075
Net realizable value of AR	319,925
1 mark


b) Allowance for doubtful accounts	15,075
Accounts Receivable			15,075   

2 marks (1 for the entry, 1 for the right amount)

c) Bad debt expense = $1,395,000 x 4.5% x 50% = $31,388 2 marks 

Balance in the Allowance for doubtful accounts = 31,388cr + 12,008cr= $43,396 1 mark





Question 8 – 9 marks

	Oct 31, 20x6
	Notes receivable
	$1,000,000
	

	
	    Cash/Accounts receivable/Sales
	
	$1,000,000

	
	1  mark
	
	

	Dec 31, 20x6
	Interest receivable
	10,000
	

	
	    Interest revenue ($1,000,000 x 6% x 2/12)
	
	10,000

	
	2 marks
	
	

	Oct 31, 20x7
	Cash 
	60,000
	

	
	     Interest receivable
	
	10,000

	
	     Interest revenues ($1,000,000 x 6% x 10/12)
	
	50,000

	
	3 marks
	
	

	
	Cash
	250,000
	

	
	    Notes receivable
	
	250,000

	
	1 mark
	
	

	Dec 31, 20x7
	Interest receivable 
	7,500
	

	
	    Interest revenue($750,000 x 6% x 2/12)
	
	7,500

	
	2 marks
	
	




