BUSI 1004 – Test #1 Marking Key
[bookmark: _GoBack]Question 1 – Multiple Choice Questions – 1.5 marks each – 9 marks in total
1. b)		
2. c)
3. a)
4. b)
5. c)
6. d)
Question 2 - 28 marks – 1 mark for each 

	Hofstadter Inc.
Income Statement/Statement of Income
For the year ended February 28, 2014  

	Sales
	
	$400,200

	Cost of Goods Sold
	
	143,000

	Gross Profit
	
	257,200

	Operating Expenses:
	
	

	   Salaries Exp.
	$91,500
	

	   Bad Debts Exp.
	10,800
	 

	   Deprec.Exp.
	15,000
	

	   Misc. Exp.
	35,700 
	

	    Advertising Exp.
	24,000
	177,000

	Operating Income
	
	80,200

	Interest Expense
	
	   4,500

	Income Before Income Tax
	
	75,700

	Income Tax Expense
	
	22,700

	Net Income
	
	$53,000





















b) Calculate Retained Earnings as at February 28, 2014:  $18,100 + $53,000 - $8,000 = $63,100

	
Hofstadter Inc.
Balance Sheet/ Statement of Financial Position
(As at) February 28, 2014 

	ASSETS
	LIABILITIES & SHAREHOLDERS’ EQUITY

	Current Assets
	Current Liabilities
	

	    Cash
	$17,800
	    Accounts Payable
	$57,000

	    Accounts Receivable
	86,500
	    Unearned Revenue
	52,600

	     Inventory
	122,800
	Total current liabilities
	109,600

	     Supplies
	23,200
	Long Term Liabilities
	

	 Total Current Assets
	250,300
	    Note Payable
	103,600

	Capital Assets/Property, plant & Equip/Fixed Assets
	
	Total Liabilities
	213,200

	     Land
	36,000
	Shareholders’ Equity
	

	     Equipment
	60,000
	    Capital Stock
	40,000

	    Accum.Deprec.
	(30,000) 
	    Retained Earnings
	63,100

	Total Capital Assets
	66,000
	Total Shareholders’ Equity
	103,100

	Total Assets
	$316,300
	Total liab.&S/E
	$316,300




Question 3 – 16.5 marks
	a)
	DR
	
	Cash
	15,000
	

	
	CR
	1
	   Share Capital
	
	15,000

	b)
	DR
	1
	Prepaid Rent
	2,000
	

	
	CR
	
	   Cash
	
	2,000

	c)
	DR
	1
	Equipment
	10,000
	

	
	CR
	
	   Cash
	
	10,000

	d)
	DR
	
	Cash
	30,000
	

	
	CR
	1
	   Loan Payable
	
	30,000

	e)
	DR
	1
	Supplies
	2,000
	

	
	CR
	
	   Accounts Payable
	
	2,000

	f)
	DR
	1
	Accounts Receivable
	20,000
	

	
	CR
	
	    Sales or Fees earned
	
	20,000

	Adjusting Journal Entries:
	
	

	1)
	DR
	2
	Rent Expense
	1,000
	

	
	CR
	
	   Prepaid Rent
	
	1,000

	2)
	DR
	2
	Depreciation Expense
	1,500
	

	
	CR
	
	     Accumulated Deprec.
	
	1,500

	
	
	
	$10,000 / 5 x 9/12
	
	

	3)
	DR
	2.5
	Interest Expense
	1,200
	

	
	CR
	
	   Interest Payable
	
	1,200

	
	
	
	$30,000 x 6% x 8/12
	
	

	4)
	DR
	2
	Wages Expense
	200
	

	
	CR
	
	    Wages Payable
	
	200

	5)
	DR
	2
	Supplies Expense
	1,500
	

	
	CR
	
	    Supplies
	
	1,500

	
	
	
	$2,000 - $500
	
	

	
	
	
	
	
	



Question 4 – 8 marks
	July 3
	DR
	1
	Merchandise Inventory
	1,800
	

	
	CR
	
	    A/P
	
	1,800

	July 9
	DR
	
	A/P
	60
	

	
	CR
	1
	    Merchandise Inventory
	
	60

	July 13
	DR
	
	A/P
	1,740
	

	
	CR
	1
	Merchandise Inventory or Purchase Discounts
	
	34.80

	
	CR
	1
	Cash
	
	1.705.20

	August 1
	DR
	1
	Accounts Receivable
	500
	

	
	CR
	
	    Sales
	
	500

	
	DR
	1
	COGS
	300
	

	
	CR
	1
	    Merchandise Inventory
	
	300

	August 19
	DR
	
	Cash
	500
	

	
	CR
	1
	   A/R
	
	500




