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15& iﬁ*ﬂ( ., - 30%) 1..The four major financial siatements of a cocpaoration consist of the

a. fm}come statement, balance sheet, statement of cash flaws and statement of changes in stockhoiders® equily
b, balance sheet, statement of cash flows, statement of retalned earnings, and Income statement
€. income statement, statement of cash ﬂows; stalement of awners’ equity, and batance sheet
d.  statement of cash ftows, balance sheet, Income statement, and statement of capitat equity
2. Which organlzanod has the most legal authorlty?
_ 3. Finandal Accounting Standards Board -
b.  Actounting Staﬁdards Executive Comnittee
¢ Governmental Accountlng Standards Board
d.  Securitles and Exchange Commission .
3. The Savbanes-Oxle;’Acl of 2002 estabiished the Public Company Accaunting Oversight Board (PCAOB). The PCAOB was
estabilshed tg;
2. bring to justice public companies such as Enson and WaoildCom for c:;mm‘mlng fraud”
b, oversee the standards promulgated by the SEC catated to public compantes.
¢ protect the Interests of investors by overseelng auditors of public companies,
d.  estabilsh GAAP for use by public cr;n\panies.
4. Criiical ihinking Is most Importaat in \Qhkh of the followling problem-solving steps?
3. recognizing 2 problem’ ‘ ‘
b, Identifylng alternative solutions
¢ evaluating the alternatives
d.  selecting a solutlon from among the alternatives
5. Which qualitative characterlstic s an Ingredlent of rellabliiiy?
3. predictive value
b feedback value
c. timeliness

d.  neutrality



6. The principle of revenue recognition results In:
a. tecbrdlng revenue in the Income statement.
b.  recording realized revenue when It Is earned,
t.  measuring relevant and reliable information whenever a transaction has occurred.
d.  assuring the existence of all amounts recorded as net Income,
7. Which of the following transacllons would be reported in the cash llow§ from investing activities sectlon in the statement of cash
flows for the Haleem Cémpar\y?
3. Haleem sold a plece of Jand for $500,000.
b.  Haleem borrowed $2,000,000,
¢. Haleem Issued common stock for $800,000 to lnvestors. .

d.  Haleem paid 3 cash dividend to s stockholders.
8. which of the following Is an economic resource that should be depreciated overthe accounting periods estimated to be

benefited?

a,  salaries Incusred but unpald at véamnd

b.  rent collected In advance for a three-year rental period
¢.  equipment purchased for use In ihe buslness operations
d.  Interest revenue accrued on Investment in bonds

9. All of the lollowing items would appear on the balance sheet except
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¢ arealized galn on the sale of a patent o f;g / E#‘-_ )—E ‘

d.  the premium related to a bond Habliity that is still two years from maturity

a.  anlinvestment in another company's bonds

1'0‘ When nel assets are recordpd at thelr historlcal cost and changes in those assets are not recorded unless an event, transaction, or
circumstance occurs, the
a. financial capital maintenance approach is being used
b.  transaction approach Is belng used
c.  physlcal capital matntenance approach Is beling used v

d. comprehensive income approach Is being used
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$t B AR 1. The following income statement information for 2006 and 2007 was obtained from the
accounting records of the Middleton Company. (18%)

: 2006 2002
Sales $200,000 $150,000
Beginning Inventory a. e.

Purchases (net)’ . : . 40,000 50,000
Ending Inventory ‘ 25,000 5,000
Cost of Goods Sold " b. _ 60,000
Gross Profit ' 65,000 £,

Operating Expenses c., .. 4| 1 g.

income before Income Taxes ; a. & & 40,000
income Tax Expense {30%) 14,100 h.

Net income (Loss} . . 32,300 i.

Required:
Fill in the blanks for the missing data.

2. Cupples, Inc. has three rep't-)ﬁ‘rtable segments. Company revenues amounted to $72,000 in _
2006, of which Segment C contributed 60%. Direct expenses were $24,000 for Segment C out
of a total of 548,000 for the company as a whole. In addition, 514,000 of common expenses
were allocated to Segment C based on the ratlo of Segment C's income before common
expenses to the total Income before commaon expense. (13%)

Required:
Compute Segment C's profit.



3. Chino Stores had the followlng inventory transactlons In 2007: {15%)

Transaction
'1/1 Balance
2/14 Sate
523 Purchase
821 . Sale
115 Purchase
11/18 Sale

Required:

Compute the cost of goods sold and the ending inventory using the periodic Inventory system for each

of the following cost flow assumptions:

a. FIFO
b. LFO

¢. weighted average

4. Lone Oak Mfg. Co. purchased equipment on January 1, 2007, at a cost of $600,000. The
equipment is expected to have a service life of ten years, or 50,000 4hours, and a residual
value of $40,000, During 2007, the equipment was operated for 4,000 hours, and during 2008
it'was operated for 7,000 hours. {24%) '

Required:

Determine the depreclation expense for this machine in 2007 and 2008 under each of the foilowing

depreciation methods: .

a.  straight line

b. hours run

¢. double declining balance

d.  sum of the years’ digits

Cost per Unit

$7

13.
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