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	Instructions:

1. Answer all questions in this booklet.  Booklet is not to be removed from the examination room.  You may separate the pages but ensure that you put them back together and staple before handing in.  Ensure that you show all supporting calculations in order to receive full marks.
2. Limit your answer to the space provided.  Indicate if you use the back of a page.

3. The use of standard abbreviations (for example, A/R for Accounts Receivable and COGS for Cost of Goods Sold) is quite acceptable.

4. Budget about 1.5 minutes per mark. Please do not ask the invigilators questions.  Make reasonable assumptions where necessary.
5. Language dictionaries are allowed.  Use only non-programmable calculators.
6. The use of electronic communication devices such as cell phones is strictly prohibited during the exam.  Sharing of calculators is also strictly prohibited.

7. You must sign the Statement of Academic Integrity below.



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 without this signed statement will not be graded and will receive an exam grade of zero.
Multiple Choice Questions (30 marks – one mark each)

Answer all multiple choice questions by writing your response (the corresponding letter) in the answer column below.
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1. Financial statements are:

a. Standard documents that tell us how well a business is performing and where it stands in financial terms

b. Reports created by management that states it is responsible for the acts of the corporation

c. Standard documents issued by outside consultants who are hired to analyze key operations of the business in financial terms

d. Reports issued by outside consultants who are hired to analyze key operations of the business

2. The accounting equation can be stated as:

a. Assets + Liabilities = Shareholders’ Equity

b. Assets = Liabilities – Shareholders’ Equity

c. Assets = Liabilities + Shareholders’ Equity

d. Assets + Shareholders’ Equity = Liabilities

3. An investor wishes to assess a company’s financial position at the end of the period.  Which financial statement would the investor probably examine?

a. The balance sheet

b. The cash flow statement

c. The statement of retained earnings

d. The income statement

4. Cash dividends:

a. Decrease revenue on the income statement

b. Decrease operating activities on the cash flow statement

c. Decrease retained earnings on the retained earnings statement

d. Increase expenses on the income statement

5. The normal balance of an expense account is a _________ while the normal balance of a revenue account is a __________.

a. Credit, debit

b. Debit, debit

c. Credit, credit

d. Debit, credit

6. Purchasing a three-year insurance policy for cash would include a:

a. Debit to Prepaid Insurance and a credit to Cash

b. Debit to Insurance Expense and a credit to Dividends

c. Debit to Prepaid Insurance and a credit to Accounts Payable

d. Debit to Cash and a credit to Accounts Receivable

7. An organization’s list of all its accounts and the related account numbers is called a:

a. Chart of accounts

b. Journal

c. Trial balance

d. Ledger

8. There are two methods used to account for transactions.  These methods are:

a. Deferral and prepaid

b. Accrual and deferral

c. Cash and deferral

d. Cash and accrual

9. An accrual refers to an event:

a. That will never involve an income statement account

b. Where the cash has already exchanged hands between the two parties

c. That will never involve cash

d. Where the cash has not been exchanged between the two parties

10. A deferral refers to an event:
a. Where the liability for an expense is recorded before the expense is actually incurred

b. Where the recognition of an expense or revenue is recorded before the cash is paid or received

c. Where the recognition of an expense or revenue is recorded after the cash is paid or received

d. Where the liability for an expense is recorded after the expense is actually incurred

11. The accounting principle which serves as the basis for determining when to record expenses is the:

a. Matching principle

b. Revenue principle

c. Going concern principle

d. Full disclosure principle

12. The adjusting entry to allocate the cost of a plant asset such as equipment involves a credit to:

a. Accumulated depreciation

b. Accumulated equipment

c. Equipment expense

d. Depreciation expense

13. On September 1 of the current year, Prepaid Rent was debited for $3,000.  This amount represents payment for one year of rent, paid in advance.  The adjusting entry on December 31 will involve a:

a. Debit to Rent Payable for $2,000

b. Debit to Rent Payable for $1,000

c. Debit to Rent Expense for $1,000

d. Debit to Rent Expense for $2,000

14. On October 31 of the current year, a contract was signed and a cheque received for services to be performed by October 31 of the following year.  The Unearned Service Revenue account was credited for $4,800.  Assuming services were performed evenly during the remainder of the year, the adjusting entry on December 31 will involve a:

a. Credit to Unearned Service Revenue of $800

b. Debit to Unearned Service Revenue of $4,000

c. Credit to Service Revenue of $800

d. Credit to Service Revenue of $4,000

15. The current ratio is computed by:

a. Dividing current assets by long-term assets

b. Dividing current assets by long-term liabilities

c. Dividing current assets by current liabilities

d. Dividing current liabilities by current assets

16. In a bank reconciliation, a deposit made on the last day of the current month that did not appear on the bank statement 
a. would be added to the book balance
b. does not belong on the bank reconciliation

c. would be added to the bank balance

d. would be deducted from the bank balance

17. Which one of the following is not an objective of internal control?

a. encourage employees to follow company policy

b. ensure accurate, reliable accounting records

c. maximize shareholder wealth

d. comply with legal requirements

18. In a corporation’s annual report, any material weaknesses in the internal control structure (and plans to remediate them) must be disclosed in the 

a. Management analysis and discussion

b. Audit report

c. Internal auditors report

d. Notes to the financial statements

Answer the next two questions (questions 19 and 20) based on the following information:  Flowers Catering has total assets of $26,400, all current save for purchased goodwill of $3,500 (a customer list of a previous competitor) and fixed assets with a net book value of $10,000.  Liabilities include accounts payable of $4,200 and a bank note due in 2014.  Capital stock is $500 and retained earnings are $11,200.

19. Flowers Catering’s current ratio is 

a. 1.80
b. 1.56
c. 0.88

d.  3.07

20. Flowers Catering’s debt ratio is 

a. 1.26
b. 1.80
c. 0.80

d. 2.26
21. All of the following are controls for cash received over the counter except:

a. The customer should be able to see the amounts entered into the cash register

b. A printed receipt must be given to the customer

c. The cash drawer should only open when the sales clerk enters an amount on the keys

d. The sales clerk must have access to the cash register tape

22. In a bank reconciliation, which of the following reconciling items does not necessitate a journal entry?

a. NSF cheque
b. Deposit in transit

c. Bank collection of a note receivable
d. Bank service charge

23. Andrasek Fire Hydrant Ltd. borrows $3 million from CIBC.  Part of the loan agreement is that AFH keep a $200,000 minimum balance in a CIBC power chequing account at all times.  They have a $16,000 GIC due in 14 days and bought 20,000 shares of Liquid Cash Inc. for $212,000 last Thursday that management intends to keep for a couple of years.  How much of these amounts will be reported as cash on AFH’s balance sheet?

a. $3,228,000
b. $3,028,000
c. $2,816,000

d. $3,012,000

24. Kreuk Ale House (KAH) is budgeting cash for 2011.  The cash balance at December 31, 2010 was $10,000.  KAH budgets 2011 cash receipts at $85,000.  Estimated cash payments include $40,000 for inventory, $30,000 for operating expenses and $20,000 to buy a new vat.  KAH needs a minimum cash balance of $10,000 at all times.  KAH expects to earn income of $40,000 during 2009.  What is the final result of the company’s cash budget for 2009?

a. $10,000 available for additional investments

b. $5,000 available for additional investments

c. KAH must arrange new financing of $5,000

d. KAH must pay off $10,000 of debt

25.  Fortune Company uses the aging method to adjust the allowance for doubtful accounts (ADA) at the end of the period.  At December 31, 2010 (the company’s year-end), the balance in the accounts receivables account was $625,000 and the credit balance in the ADA was $12,000 before any adjustments.  An analysis of accounts receivables produced the following age groups: 



Current
$550,000




Over 60 days past due
 50,000




Over 90 days past due
    25,000
 



$625,000

Based on experience, Fortune estimates the percentage of accounts receivable that will prove to be uncollectible within the three groups to be 2%, 6%, and 30%, respectively.  Therefore, the net accounts receivable on the balance sheet date would be:

a. $591,500 

b. $603,500
c. $613,000

d. $625,000
Use the following information for questions 12 to 15:          
Glendale Bicycle Corp. had the following information concerning credit sales in 2010.
Accounts receivable, December 31, 2009

$ 9,100

Accounts receivable, December 31, 2010

   9,500

Allowance for uncollectable accounts ,

December 31, 2010 before adjustment

       900 

Credit sales in 2010




  46,000

Cash sales in 2010




  15,000

Collections from customers on account 

During 2010





   49,500

26.  Uncollectable accounts are determined by the percentage-of-sales method to be 3% of credit sales.  How much is uncollectable account expense in 2010?

a. 1,380

b. 2,280
c.    480

d. 1,485

27. If uncollectable accounts are determined by the aging-of-receivables method to be $1,650, the uncollectible account expense in 2010 is

a. 2,550

b.   750
c. 1,650

d.   (900)

28. Assuming the aging-of-receivables method is used, the net realizable value of accounts receivable on the December 31, 2010 balance sheet is 

a. 7,850

b. 8,600
c. 6,950

d. 9,500

29. Days sales in receivables would equal

a.  74 days
b.  58 days
c.  76 days

d.  56 days

30. Maui Pineapple Company has a December 31 yearend.  They buy shares of Montreal Airlines Inc. (official airline of the Montreal Canadiens) for $62,400 as a short-term investment on November 8, 2010.  The shares are worth $68,000 on December 31, 2010 and Maui Pineapple sells them on February 1, 2011 for $59,700. 

How much of a debit to loss on sale of short-term investments will be recorded on February 1?

a. 8,300

b. 5,600
c. 2,700

d.   0

END OF MULTIPLE CHOICE
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