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	Question
	Topic
	Total Marks

	1
	Multiple Choice
	15

	2
	Preparation of Financial Statements
	30

	3
	Journal Entries 
	20

	4
	Inventory
	12

	5
	Accounts Receivable
	15

	6
	Bank Reconciliation
	8

	Total
	
	100


Question 1 -- Multiple-Choice (15 marks, 30 minutes) 

Please answer the multiple choice questions on the computer answer sheet.
1. Using accrual basis accounting, expenses are recorded and reported only
a. When they are incurred, whether or not cash is paid
b. When they are incurred and paid at the same time
c. If they are paid before they are incurred
d. If they are paid after they are incurred
2. Which of the following accounts is closed at the end of a fiscal period?
a. Supplies 
b. Prepaid Insurance
c. Interest Revenue
d. Accumulated Depreciation
3. Which inventory method will result in higher tax expense when prices are rising?
a. FIFO
b. Weighted average method
c. Specific identification
d. None
4. What is the normal balance of sales discount, accumulated depreciation, and dividends respectively?
a. Debit, debit, debit

b. Debit, credit, debit
c. Credit, credit, debit

d. Credit, debit, credit
Use the following information to answer the next four multiple-choice questions.
Arad ltd. is a golf club and began its operation on January 1, 2014. The following information is provided for years 2014 and 2015:

Collected $400,000 cash in 2014 from members for membership fees. 70% of these membership fees were used in 2014, the reminders were used in 2015
Collected $800,000 cash in 2015 from members for membership fees. 80% of these membership fees were used in 2015, the reminder will be used in 2016

5. Unearned revenue at the end of 2014 was
a. $280,000
b. $120,000
c. $400,000
d. $200,000
6. Revenue recognized in 2014 was
a. $280,000
b. $120,000
c. $400,000
d. $200,000
7. Unearned revenue at the end of 2015 was
a. $200,000
b. $280,000
c. $640,000
d. $160,000
8. Revenue recognized in 2015 was
a. $760,000
b. $640,000
c. $800,000
d. $750,000
9. W Co. had an inventory balance of $3,500 on January 1, 2015. During the 2015 fiscal period W Co. made purchases of $11,500. A physical count of inventory on December 31, 2015 shows the ending inventory balance was $2,250. If W Co. uses the periodic inventory system, what is the cost of goods sold for the year 2015?
a. $3,500
b. $11,500
c. $12,750
d. $15,000
10. Failure to make an adjustment at the end of the financial year to recognize interest revenue would cause which of the following:

a. An understatement of assets, net income, and stockholders ‘equity

b. An overstatement of assets, net income, and stockholders’ equity

c. An overstatement of assets and an understatement of net income
d. No effect on assets, liabilities, net income and stockholders’ equity
QUESTION 2 -- Preparation of Financial Statements, (30 marks, 50 minutes)

Below are the balances of assets, liabilities and stockholders’ equity accounts dated December 31 2015 for Nasim Inc., a merchandising business. All amounts are expressed in Canadian dollars and all the balances show the normal balance of each account.
	Account
	Balance

	Sales revenue
	$375,100

	Equipment 
	127,000

	Accounts payable
	16,500

	Advertising expense
	11,500

	Interest expense
	700

	Wages payable
	1,000

	Accounts receivable
	8,800

	Building
	290,000

	Common shares
	78,000

	Utilities expense
	14,000

	Cost of goods sold
	150,000

	Supplies
	1,200

	Accumulated depreciation, equipment
	13,000

	Unearned revenue
	12,500

	Prepaid rent
	5,000

	Accumulated depreciation, building
	52,500

	Rent expense
	5,200

	Dividends
	12,000

	Cash
	95,600

	Retained earnings (Jan 1, 2015)
	183,600

	Insurance expense
	10,200

	Mortgage payable (long-term)
	142,000

	Depreciation expense, equipment
	3,000

	Depreciation expense, building
	10,000

	Inventory
	100,000

	Wages expense
	30,000


Required:
Prepare in proper form and style the following financial statements for Nasim Inc.

a. Multi-step income statement for the year ended December 31, 2015 (tax rate is 35%). 

b. Classified statement of financial position as at December 31, 2015. 

QUESTION 3 – Journal Entries  (20 marks, 40 minutes)

Part A: Basic journal entries:
Below are selected transactions for Adam Co. for July 2016, its first month of operation:
Jul. 1 Sold 100,000 shares to various investors for $1,000,000 cash in total.

Jul. 2 Purchased office supplies from X Ltd. for $3000 and furniture, $22,000 on account.

Jul. 4 Purchased inventory from a supplier on account for $90,000.
Jul.7 Paid $50,000 cash to acquire land for a future office site.
Jul. 10 Paid in full for the furniture purchased on July 2.
Jul. 14 Sold inventory on account for $50,000 with terms of 2/10, n/30. The cost of the inventory sold is $30,000.
Jul. 19 Received cash for sales made on July 14.
Jul. 30 Paid $17,000 cash to employees for salaries earned in July

Jul. 30 Paid a cash dividend of $100,000, in total, to shareholders.

Required

Journalize the above transactions in general journal. (explanations are not required). Adam uses perpetual inventory system.
Part B: Preparation of adjusting entries at the end of the year 

Accountant of Sam Corporation has collected the following information at the end of the 2015 fiscal year to prepare adjusting entries: 

a. Total depreciation for the period to be recorded is equal to $20,000.

b. Employees have not yet been paid for the last two weeks of December. The salary expense for these two weeks is, $3,440

c. During 2015, $5,000 of prepaid insurance coverage was used. Before preparing the adjusting entries, prepaid insurance has a balance of $12,000. No adjusting entry has been made to prepaid insurance during the year.
d. $29,820 unearned service revenue was earned during the year 2015.
e. The company issued a note payable to borrow $134,000 from RBC on January 1, 2015. It is a 3- year note payable with 6% annual interest rate. The principal and interest will be paid on January 1, 2018.
Required:

Prepare adjusting entries for Sam Co. at December 31, 2015. (explanations are not required)
QUESTION 4 – Accounting for inventory -- (12 marks, 20 minutes)
Alan Co. had the following information for its inventory during May of 2015
    May 1      Beginning inventory
100 units @ $19
$1,900
                 
7
Purchases
70 units @ $20
1,400

                 
20
Purchases
20 units @ $22
     440

$3,740

140 units were sold at a price of $35 per unit on May 15, 2015. Another 35 unites were sold on May 25, 2015. Alan uses perpetual inventory system.
Required:

a. Using the weighted average method, how much is the cost of goods sold for May 2015?
b. Using the FIFO method, how much is the cost of goods sold for May 2015?
c. Using the FIFO method, how much is the gross profit for May 2015?
QUESTION 5 – Accounts Receivable -- (15 marks, 20 minutes)
Johanne Inc. started its business in 2014, and its fiscal year coincides with the calendar year.

The following table provides information regarding Johanne’s “Accounts Receivable” at the end of December 2015:

	Accounts Receivable

	Date
	Total balance
	Age  

	
	
	Not yet Due
	1-30 days past due
	31-60 days past due
	Over 60 days past due

	
	
	
	
	
	

	December 31, 2015
	$500,000
	350,000
	80,000
	50,000
	20,000

	Estimated Uncollectible Rate


	
	1%
	5%
	10%
	15%


Additional Information:

· Johanne uses the Aging of Accounts Receivable method to determine the amount of receivables that may not be collectible in the future, and it records bad debt expense at year-end only.

· The balance in the Allowance for doubtful accounts on December 31, 2015 just before recording bad debt expense was $7,000 credit.

· $4,000 of accounts receivable were written off by Johanne on November 20, 2015. 

· On December 19, 2015, Johanne recovered in cash $1,000 of the receivables that were written off earlier.

Required

1. Calculate the amount of accounts receivable that may not be collectible in the future using the aging method, and prepare in good form the entry to record bad debt expense for 2015. Show your calculations. 
2. Show the entries that were made by Johanne to record the transactions of November 20, 2015 and December 19, 20115, respectively. 
3. Show in proper form how accounts receivable would be presented on Johanne 's statement of financial position at December 31, 2015. 
QUESTION 6 – Bank Reconciliation -- (8 marks, 20 minutes)

John Corp. gathered the following information in preparing its May bank reconciliation:

Cash balance per books, May 31, 2016
$3,500

Deposits-in-transit
150

Electronic collection by bank of a John accounts receivable 
850

Bank charge for cheque printing
20

Outstanding cheques
2,000

NSF cheque of a John customer returned by bank
170

Required
a. Prepare the bank reconciliation (only the company section).
b. Prepare the adjusting entries based on the bank reconciliation.
End of mid-term examination
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