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1. 
(1 mark) Which of the following should be given retrospective treatment?


Change in
Change from


Estimated Lives
Unacceptable Policy


of Depreciable Assets
to Acceptable Policy


a.
Yes
Yes



b.
No
Yes



c.
Yes
No



d.
No
No

2. 
(1 mark) An example of a correction of an error in previously issued financial statements is a change



a.
from the FIFO method of inventory valuation to the average cost method.



b.
in the service life of plant assets, based on changes in the economic 




environment.



c.
from the cash basis of accounting to the accrual basis of accounting.



d.
in the tax assessment related to a prior period.

3. 
(1 mark) Which of the following is (are) the proper time period(s) to record the effects of a change in accounting estimate?


a.
retrospectively only


b.
current period and prospectively


c.
current period and retrospectively


d.
current period only

4. 
(1 mark)  On January 1, 2014, Chickadee Corp. changed its inventory costing to average cost from FIFO for financial statement and income tax purposes, to make their reporting as reliable and more relevant. The change resulted in a $400,000 increase in the beginning inventory at January 1, 2014. Assume a 30% income tax rate. The cumulative effect of this accounting change should be reported by Chickadee in its 2014


a.
Retained earnings statement as a $280,000 addition to the beginning 



balance.


b.
Income statement as $280,000 other comprehensive income.


c.
Retained earnings statement as a $400,000 addition to the beginning 



balance.


d.
Income statement as a $400,000 cumulative effect of accounting change.

5. 
(5 marks) The three types of accounting changes are:



Code


a.
Change in accounting policy



b.
Change in accounting estimate



c.
Error correction


Instructions


Following are a series of situations. You are to enter a code letter to the left to indicate the type of change.

C

1.
Change due to debiting a new asset to an expense account.

A

2.
Change from FIFO to weighted average costing.

C

3.
Change due to failure to recognize unearned portion of revenue.

B

4.
Change in amortization period for an intangible asset.

B

5.
Change in the calculation of warranty liabilities.

C

6.
Change due to failure to recognize and accrue income.

B

7.
Change in residual value of a depreciable plant asset.

C

8.
Change from an unacceptable accounting policy to an acceptable accounting policy.

A

  9.
Adoption of a new accounting standard.

C

10.
Change due to expensing prepaid assets.

6. 
(2 marks) On January 1, 2013, Condor Corp. acquired a machine for $200,000. It is to be depreciated straight line over five years, with no residual value. Because of a bookkeeping error, no depreciation was recognized in Condor's 2013 financial statements. The oversight was discovered during the preparation of Condor's 2014 financial statements. Depreciation expense on this machine for 2014 should be


$200,000 ÷ 5 = $40,000

7. 
(3 marks) At December 31, 2014, Grant Corp.’s auditor discovered the following 
errors:

1.
Accrued salaries payable of $11,000 were NOT recorded at December 31, 


2013.

2.
Office supplies on hand of $5,000 at December 31, 2014 had been treated as 


expense instead of supplies inventory.


Neither of these errors was discovered nor corrected. The effect of these two errors would cause
Net income to be OVER / UNDER stated by $





2014 NI = $11,000 (u) + $5,000 (u) = $16,000 (u)
