2. The following are key terms in Chapter 12 that relate to costing of government services:

 A. Allowable costs
 B. Job order costing
 C. Cost principle
 D. Cost objective
 E. Indirect costs
 F. Direct costs
 G. Process costing
 H. Activity-based costing
 
 For each of the following definitions, indicate the key term from the list above that best matches by placing the appropriate letter in the blank space next to the definition
 
_____ 1.   A system that identifies specific costs that drive the cost of service or production activities
 _____ 2.  Costs incurred that cannot be identified specifically with a cost objective
 _____ 3.  Costs that meet specific criteria determined by the resource provider
 _____ 4.  A program, function, activity, award, organizational subdivision, contract, or work unit established for the accumulation of costs
 _____ 5.  System appropriate for recording costs of continuous activities or processes
 
1. H, 2. E, 3. A, 4. D, 5. G
3. Identify and define the three broad categories of service efforts and accomplishments (SEA) measures.  

Service efforts and accomplishments (SEA) measures include:
(1) input measuresmeasures of service efforts,
(2) output and outcome measuresmeasures of service accomplishments, and
(3) efficiency and effectiveness measuresmeasures that relate efforts to accomplishments.  

4. All revenues of the City of Capri are accounted for on the modified accrual basis. Below is shown a list of Capri's General Fund transactions of a revenue nature. State which ones should be recognized by the General Fund as a revenue in the year of occurrence. If any item is not a current revenue, state the proper treatment for that item.
 1) Receipt of money from issue of tax anticipation notes.
 2) Collection of taxes that had been written off in prior year.  
 3) Collection of current-year property taxes.
 4) Collection of prior years' delinquent property taxes.
 5) Receipt of money in prepayment of a property owner's next-year taxes.
 6) Collection of accounts receivable for charges for services. 
 
1)	Not a revenue: increase in liabilities of this fund.
2) 	Current revenue: the receivable should be restored to the accounting records, then the collection item should be credited to the receivable account.  Ordinarily there should be interest collected on the delinquent taxes which is revenue to the extent not previously accrued.
3) 	Current revenue: this collection of a receivable is related to a revenue recognized in current year at time receivable was recorded.
4) 	Current revenue: under modified accrual, revenue is recognized when it is measurable and available.  This would be a current revenue unless it was collected within 60 days after year end.
5) 	Deferred inflow of resources in year of collection: will be recognized as revenue next year when the amount becomes available.
6) 	Collection of receivable: revenue was recognized when receivable was recorded.

5. For the following items that require reconciliation between governmental funds financial statements and governmental activities financial statements at the government-wide level according to GASB standards, indicate whether the reconciliation will (A) always be subtracted from fund balances—governmental funds, (B) always be added to fund balances—governmental funds, or (C) may be added to or subtracted from fund balances—governmental funds in arriving at net position of governmental activities.
 _____ 1. Capital assets used in governmental activities
 _____ 2. Long-term liabilities that are not payable in the current period
 _____ 3. Net position of internal service funds that are primarily governmental in nature
[bookmark: _GoBack] _____ 4. Accrued interest payable not due in the current period 

1. B, 2. A, 3. C, 4. A

