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A. MULTIPLE CHOICE QUESTIONS (75%) 

Please fill your answers in the following form. 

1.  6.  11.  16.  21. 

2.  7.  12.  17.  22. 

3.  8.  13.  18.  23. 

4.  9  14.  19.  24. 

5.  10.  15.  20.  25. 

 
 1. Recording of economic events involves 

a. keeping a systematic, chronological diary of events. 
b. analyzing reported information. 
c. explaining the meaning of reported data. 
d. preparing accounting reports. 

 
 2. The accounting process involves all of the following except 

a. identifying economic events that are relevant to the business. 
b. communicating financial information to users by preparing financial reports. 
c. recording nonquantifiable economic events. 
d. analyzing and interpreting financial reports. 

 
 3. The left side of an account is 

a. blank. 
b. a description of the account. 
c. the debit side. 
d. the balance of the account. 

 
 4. A debit to an asset account indicates 

a. an error. 
b. a credit was made to a liability account. 
c. a decrease in the asset. 
d. an increase in the asset. 
 

 5. Adjustments would not be necessary if financial statements were prepared to reflect net income from
a. monthly operations. 
b. fiscal year operations. 
c. interim operations. 
d. lifetime operations. 

 

 6. The revenue recognition principle dictates that revenue should be recognized in the accounting 
records 
a. when cash is received. 
b. when the performance obligation is satisfied. 
c. at the end of the month. 
d. in the period that income taxes are paid. 

 

 7. The permanent accounts appear on which financial statement? 
a. Statement of Financial Position. 
b. Income Statement. 
c. Retained Earnings Statement. 
d. Statement of Cash Flows. 

※請依下列格式劃表於答案卷第一頁，再將
各題答案依序填入格內。 
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 8. Closing entries are necessary for 
a. permanent accounts only. 
b. temporary accounts only. 
c. both permanent and temporary accounts. 
d. permanent or real accounts only. 

 
 9. Which of the following would not be considered a merchandising company? 

a. Retailer 
b. Wholesaler 
c. Service firm 
d. Dot Com firm 

 
 10. Two categories of expenses for merchandising companies are 

a. cost of goods sold and financing expenses. 
b. operating expenses and financing expenses. 
c. cost of goods sold and operating expenses. 
d. sales and cost of goods sold. 

 

 11. Inventories affect 
a. only the statement of financial position. 
b. only the income statement. 
c. both the statement of financial position and the income statement. 
d. neither the statement of financial position nor the income statement. 

 
 12. Items not yet placed into production are considered to be 

a. raw materials. 
b. work in process. 
c. finished goods. 
d. merchandise inventory. 

 
 13. Which one of the following is not an objective of a system of internal controls? 

a. Safeguard company assets 
b. Overstate liabilities in order to be conservative 
c. Enhance the accuracy and reliability of accounting records 
d. Increase efficiency of operations 

 
 14. Which of the following is not one of the main factors that contribute to fraudulent activity? 

a. Opportunity 
b. Incompatible duties 
c. Financial pressure 
d. Rationalization 

 
 15. Claims for which formal instruments of credit are issued as proof of the debt are 

a. accounts receivable. 
b. interest receivable. 
c. notes receivable. 
d. other receivables. 

 
 16. Which of the following receivables would not be classified as an "other receivable"? 

a. Advance to an employee 
b. Refundable income tax 
c. Notes receivable 
d. Interest receivable 

 
 17. The cost of a purchased building includes all of the following except 

a. closing costs. 
b. real estate broker's commission. 
c. remodeling costs. 
d. All of these answer choices are correct. 
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 18. Which one of the following items is not considered a part of the cost of a truck purchased for business 
use? 
a. Sales tax 
b. Accident insurance 
c. Freight charges 
d. Cost of lettering on side of truck 

 
 19. All of the following are reported as current liabilities except 

a. accounts payable. 
b. bonds payable. 
c. notes payable. 
d. unearned revenues. 

 
 20. The relationship of current assets to current liabilities is used in evaluating a company's 

a. operating cycle. 
b. revenue-producing ability. 
c. short-term debt paying ability. 
d. long-range solvency. 

 
 21. The chief accounting officer in a company is known as the 

a. controller. 
b. treasurer. 
c. vice-president. 
d. president. 

 
 22. Ed Tresh has invested $400,000 in a privately held family corporation. The corporation does not do 

well and must declare bankruptcy. What amount does Tresh stand to lose? 
a. Up to his total investment of $400,000. 
b. Zero. 
c. The $400,000 plus any personal assets the creditors demand. 
d. $200,000. 

 
 23. The cost of debt investments includes each of the following except 

a. brokerage fees. 
b. commissions. 
c. accrued interest. 
d. the price paid. 

 
 24. Barr Company acquires 50, 10%, 5 year, €1,000 Community bonds on January 1, 2014 for €50,000. 

The journal entry to record this investment includes a debit to 
a. Debt Investments for €55,000. 
b. Debt Investments for €50,000. 
c. Cash for €50,000. 
d. Share Investments for €50,000. 

 
25. Cost and fair value data for the trading securities of Clifford Company at December 31, 2014, are 

$100,000 and $79,000, respectively. Which of the following correctly presents the adjusting journal 
entry to record the securities at fair value? 

 

 a. Dec. 31 Unrealized LossIncome ...........           21,000 
 Trading Securities                                  21,000 
 b. Dec. 31 Unrealized GainIncome .............          21,000 
 Trading Securities                                  21,000 
 c. Dec. 31 Unrealized LossIncome .............          21,000 
 Fair Value AdjustmentTrading                      21,000 
 d. Dec. 31 Fair Value Adjustment - Trading ...          21,000 
 Unrealized Gain-Income                            21,000 
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B. Condensed financial data of Popler Company appear below: 

POPLER COMPANY 

Comparative Statement of Financial Position 

December 31 

    2014     2013  

Assets 

Plant assets 315,000 250,000 

Accumulated depreciation    (65,000)   (60,000) 

Investments 90,000 75,000 

Prepaid expenses 19,000 25,000 

Inventories 120,000 132,000 

Accounts receivable 85,000 53,000 

Cash    71,000   35,000 

 Total $635,000 $510,000 

Equity and Liabilities 

Share capital-ordinary 245,000 170,000 

Retained earnings   138,000     81,000 

Bonds payable 130,000 160,000 

Accounts payable   93,000   75,000 

Accrued expenses payable     29,000     24,000 

 Total $635,000 $510,000 

POPLER COMPANY 

Income Statement 

For the Year Ended December 31, 2014 

Sales revenue  $470,000 

Less: 

 Cost of goods sold $280,000 

 Operating expenses (excluding depreciation) 60,000 

 Interest expense 18,000 

 Depreciation expense 17,000 

 Income taxes 15,000 

 Loss on sale of plant assets       3,000   393,000 

Net income  $  77,000 

 

Additional information: 

1. New plant assets costing $90,000 were purchased for cash in 2014. 

2. Old plant assets costing $25,000 were sold for $10,000 cash when book value was $13,000. 

3. Bonds with a face value of $30,000 were converted into $30,000 of ordinary shares. 

4. A cash dividend of $20,000 was declared and paid during the year. 

5. Accounts payable pertain to merchandise purchases. 
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Instructions (15%) 

Compute the following: 

(a) Cash receipts from customers. 

(b) Cash payments to suppliers. 

(c) Net cash provided by operating activities 

(d) Net cash used by investing activities 

(e) Net cash provided by financing activities 

 

C. Santo Corporation experienced a fire on December 31, 2014, in which its financial records were 

partially destroyed. It has been able to salvage some of the records and has ascertained the 

following balances. 

 December 31, 2014 December 31, 2013 
Cash $  30,000 $  10,000 

Accounts receivables (net) 84,000 126,000 

Inventory 200,000 180,000 

Accounts payable 50,000 90,000 

Notes payable 30,000 60,000 

Share capital – ordinary, $100 par 400,000 400,000 

Retained earnings 130,000 101,000 

 

Additional information: 

1. The inventory turnover is 5 times 

2. The return on ordinary shareholders' equity is 18%. The company had no share premium. 

3. The accounts receivable turnover is 9.4 times. 

4. The return on assets is 16%. 

5. Total assets at December 31, 2013, were $585,000. 

 

Instructions 

Compute the following for Santo Corporation. 

(a) Cost of goods sold for 2014. (3%) 

(b) Net sales (credit) for 2014. (2%) 

(c) Net income for 2014. (2%) 

(d) Total assets at December 31, 2014. (3%) 

 

 

 

 

 

 

 


