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Important Instructions – Please Read Carefully

1. You should verify immediately that your examination paper is complete (6 pages).
2. Print your name, student number, and class section on the cover page. 
3. You should have been provided with a Scantron card on which you will record your answers to examination multiple choice questions 1 to 14 inclusive.
4. Please answer on the Scantron card in pencil only (preferably soft pencil).  Any answers that you change must be erased completely. If the scan picks up multiple responses to a question you will receive a grade of zero on that question.  
5. On the front of your Scantron card, ensure that you have printed the following:
a. Your Class (this is your class Section letter)
b. Your Name
c. On the back (the answer side) of your scanner card, ensure that you have entered and coded your nine-digit ID Number, left justified. (U of W students must fill in a nine-digit ID: your  UW ID + 0)
6. You should answer problem-style question 15 in the exam answer booklet provided. Answers should be in blue or black pen.   If you need an extra exam booklet, please ask an exam invigilator for an extra booklet.   Make sure your name and student number are on your exam booklet.
7. Use of reference materials and receipt of assistance from other students or the provision of assistance to other students will be penalized. (At a minimum, you would likely receive a zero score on the exam and other penalties might also be sought).
8. While you may use a calculator during the exam, a programmable calculator is not allowed. 
9. To ensure that all students have the same information, neither the instructors nor the proctors will answer any questions during the examination period.
10. Please do not separate the pages of the examination paper or the exam booklets– the entire paper must be handed in.
Ensure that your Scantron card, exam paper and answer booklet(s) are handed in.
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Questions 1-14: Multiple-Choice (14 marks) (each question is worth 1 mark)
Instructions:   To answer each of the following questions, clearly mark the letter of your answer
 in pencil on the scantron card provided, and circle the letter on the exam paper for your records. The scantron card will not be returned and will be the only thing marked for questions 1-14 of the exam.
1. The separate entity assumption means: 
A. a company's financial statements reflect only the business activities of that company and not that of the shareholders.
B. each shareholders' activities must be revealed in the financial statements.
C. each separate owner's finances must be revealed in the financial statements.
D. each separate entity that has a claim on a company's assets must be shown in the financial statements.
2. The Buddy Burger Corporation owes $1.5 million to the Alberta Wholesale Meat Company from whom Buddy Burger buys its burger meat. Which account would Buddy Burger use to report the amount owed? 
A. Deferred/Unearned Revenue
B. Accounts Payable
C. Supplies
D. Accounts Receivable
3. Your company pays back $2 million on a loan it had borrowed earlier from a bank. How does this transaction affect the accounting equation? 
A. Assets are unchanged, liabilities and shareholders' equity both increase by $2 million.
B. Assets decrease by $2 million, liabilities decrease by $2 million, shareholders' equity is unchanged.
C. Assets are unchanged, liabilities increase by $2 million, contributed capital decreases by $2 million.
D. Assets decrease by $2 million, liabilities are unchanged, contributed capital decreases by $2 million.
4. PetPlanet Ltd., uses $10,000 in cash to pay $10,000 on Accounts Payable. This would result in a: 
A. $10,000 credit to Cash and a $10,000 credit to Accounts Payable.
B. $10,000 debit to Cash and a $10,000 debit to Accounts Payable.
C. $10,000 credit to Cash and a $10,000 debit to Accounts Payable.
D. $10,000 debit to Cash and a $10,000 credit to Accounts Payable.
5. During the month you purchased $12,000 of supplies on credit and $19,000 of equipment for cash. When you prepare a statement of financial position, assets are $24,000 more than liabilities plus shareholders' equity. 
A. You may have posted the increase in supplies as a credit rather than a debit.
B. You may have neglected to post the change in accounts payable.
C. You may have posted the increase in accounts payable as a debit rather than a credit.
D. All would have resulted in the $24,000 error.


6. When dealing with claims on company assets: 
A. owners take precedence over creditors.
B. creditors take precedence over owners.
C. owners and creditors are treated equally.
D. All of the choices are possible; it depends on the situation.
7. Which of the following represents a subtotal rather than an account? 
A. Advertising Expense.
B. Sales Revenues.
C. Cost of Goods Sold.
D. Operating Income.
8. Rogers Communications is a communications company, specializing in cable television operation, television program development, and other telecommunication services. Its financial statements show $37,666 in an account called "Deferred Subscriber Revenue," which represents amounts that customers have paid in advance of receiving cable television and internet services. What type of account is this and on what statement is it reported?
Type of Account	Financial Statement
A)	Asset			Statement of Financial Position
B)	Liability			Statement of Financial Position
C)	Revenue		Statement of Financial Position
D)	Revenue		Statement of Earnings

A. Option A
B. Option B
C. Option C
D. Option D

9. When cash is paid before the expense is incurred to generate revenue, costs are stated as: 
A. Prepaid (asset).
B. Payable (liability).
C. Receivable (asset).
D. Shareholders' equity.
10. Guessco reported the following amounts on its statement of earnings: total revenues, $31,500; interest expense, $300; net income, $1,600; income tax expense, $900; and operating income, $2,800. What was the amount of Guessco's income before income tax expense? 
A. $1,300.
B. $2,500.
C. $29,000.
D. $29,900.
11. During June, the Grass is Greener Company mows 100 lawns a week; the company was paid in advance during May by those customers. The company uses the accrual basis of accounting and prepares its financial statements monthly. How will these events affect the company's financial statements? 
A. The statement of earnings shows the effects of the transactions in May.
B. The statement of earnings shows the effects of the transactions in June.
C. The statement of financial position shows no effect from the transactions in May.
D. The transactions have no effect on the statement of financial position.


12. In October, your company prepays rent of $7,000 for November and December. Which of the following describes the effects of this transaction in October? 
A. Assets decrease $7,000 and liabilities decrease $7,000.
B. Assets increase $7,000 and Shareholders' equity increases $7,000.
C. There is no change to total assets, liabilities or Shareholders' equity.
D. Liabilities decrease $7,000 and Shareholders' equity increases $7,000.
13. Trudy's Café paid its employees $50,000 in September for work done that month. What journal entry will Trudy's record in September, assuming Trudy's did not owe any amounts to employees at the end of September? 
A. Debit Cash, credit Wages Revenue.
B. Debit Cash, credit Wages Payable.
C. Debit Wages Revenue, credit Cash.
D. Debit Wages Expense, credit Cash.
14. Closing entries: 
A. are prepared before financial statements are prepared.
B. reduce the balance of permanent accounts.
C. cause the revenue and expense accounts to have zero balances.
D. summarize the activity in every account.





Question 15 (28 marks) – Answer in Blue or Black Ink in the Exam Booklet Provided
Make sure your name and student number are on your exam booklet.
Hit Em Long Inc. operates an indoor golf driving range and offers golf lessons.     Hit Em Long Inc. prepares its financial statements monthly.  Hit Em Long Inc. had the following normal account balances at the beginning of December 2018:
Name				 	Balance December 1, 2018
Cash					$ 43,400
Equipment				    88,000
Accumulated depreciation – Equipment	      4,000
Retained earnings			      20,600
Supplies inventory			      1,600
Deferred revenue (see note 1 below)	    48,000
Wages payable				      5,000
Prepaid rent (see note 2 below)		      9,600
Contributed capital			    65,000

Notes
1. The December 1, 2018 balance of deferred revenue relates to range memberships that Hit em Long Inc. sells.   Customers paid $48,000 in November 2018 to use Hit Em Long’s golf range over the period December 1, 2018 to March 31, 2019.     The customers subsequently used the golf range as scheduled.
2. The December 1, 2018 balance of prepaid rent relates to a payment Hit Em Long Inc. made to its landlord for the rental of the golf range.     Hit Em Long Inc. paid $9,600 on November 15, 2018 for the rental period December 1, 2018 to May 31, 2019.
The following transactions occurred during the month ended December 31, 2018
	Date
	Transaction

	Dec. 1
	Lent $12,000 to Mr. X.   The loan bears interest at a rate of 8.0% annually and is to be repaid on June 30, 2019.

	Dec. 1
	Purchased additional equipment for $40,000.    Paid $10,000 cash and signed a note payable for $30,000.     The note payable bears interest at a rate of 6% per year.    Interest is payable annually on Dec. 1.   The note amount of $30,000 is payable on Nov. 1, 2023.

	Dec. 3
	Paid employees the $5,000 owed to them for their work in November 2018.

	Dec. 5
	Received $15,000 from customers for the use of the driving range during the months January 2019 to March 2019.       The services were subsequently performed as scheduled.

	Dec. 8
	Provided golf lessons to the executives of XYZ Inc.    XYZ Inc. agreed to pay the fee of $10,000 in January 2019.

	Dec. 10
	Purchased supplies for $5,300 cash.    

	Dec. 12
	Provided golf lessons to customers and received full cash payment of $4,000.

	Dec. 15
	Issued shares to new shareholders for $15,000 cash.

	Dec. 18
	Declared and paid a dividend to shareholders of $3,000 cash.

	Dec. 31
	Two employees worked during December but had not yet been paid.   The employee’s wages for December amounted to $4,000.   The employees will be paid in January 2019.

	Dec. 31
	Counted supplies inventory and determined that there were $2,300 in supplies inventory remaining.

	Dec .31
	Recorded depreciation on the equipment of $2500. 

	Dec. 31
	Made all other necessary month end adjusting entries.     

	Dec. 31
	The income tax rate is 20% of income before taxes.


	


Required
Use the information provided to prepare: 
1) Journal entries to record:
a. All of the transactions listed above; and 
b. All necessary month end adjusting journal entries.
   You may use any reasonable account names, except if names are already provided
2) T accounts for each account showing opening balances (if applicable), transactions and final balances at December 31, 2018.
3) A single step Statement of Earnings for the month ended December 31, 2018.
4) A classified Statement of Financial Position at December 31, 2018.

Please Note:  Closing Entries are not required on this midterm exam
1

