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      MULTIPLE CHOICE

      Jinks Corp. offers a 10% quantity discount to customers who purchase

      10 or more of the same product.  Also, Jinks offers credit terms of

      2/10, n/30 to credit customers.  Hayes Corp. purchased 10 office

      chairs with a list price of $150 each on July 5, 1995.  Answer the

      following questions based on this information.

   1. If Hayes pays the invoice for its purchase on July 15, 1995, what

      amount of cash must be remitted to Jinks?

      a. $1,500

      b. $1,350

      c. $1,470

      d. $1,323

   2. If Hayes pays the invoice on July 31, 1995, Jinks will record a sales

      discount of:

      a. $ -0-

      b. $ 30

      c. $ 27

      d. $177

   3. Which of the following accounts is  NOT  used with the  GROSS  method of

      recording sales?

      a. Sales Discounts

      b. Sales

      c. Accounts Receivable

      d. Sales Discounts Lost
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       For the following set of questions, use the information below from the

      Perry Co. 1995 income statement: 

               Purchases                             $85,000

               Transportation-In                       1,200

               Inventory, January 1, 1995             16,500

               Inventory, December 31, 1995           18,800

               Purchase Returns & Allowances           1,400

   4. The amount that Perry would report as Cost of Goods Purchased in its

      1995 income statement is:

      a. $85,000

      b. $86,200

      c. $84,800

      d. $85,200

   5. An inventory count at the end of the accounting period should be made

      under

      a. only the periodic inventory system.

      b. only the perpetual inventory system.

      c. both the periodic and perpetual inventory systems.

      d. neither the periodic nor perpetual inventory systems.

   6. Which of the following is  NOT  an advantage of the perpetual

      inventory system over the periodic inventory system?

      a. Inventory losses can be identified and controlled better under the

         perpetual system.

      b. The Inventory account balance can be easily determined for interim

         financial statements under the perpetual system.

      c. The perpetual system is suitable for businesses with a relatively

         small volume of high unit price merchandise.

      d. The perpetual system eliminates the need for an annual inventory

         count.

   7. How are purchase discounts and purchase returns and allowances

      recorded by a company using the periodic inventory system?

      a. As a direct reduction to the Purchases account

      b. In contra accounts to the Purchases account

      c. As operating expenses

      d. As miscellaneous expenses
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       Use the information presented below to answer the following set of

      questions. 

      Dankert Corp. is a merchandising company which uses the periodic

      inventory system.  Selected account balances are listed below:

               Sales                                 $250,000

               Purchases                              160,000

               Inventory (beginning)                   18,000

               Inventory (ending)                      15,000

               Operating Expenses                      74,000

               Income Tax Expense                       5,000

               Retained Earnings (beginning)           39,000

               Dividends                                6,000

   8. Cost of goods sold for Dankert Corp. is:

      a. $160,000

      b. $163,000

      c. $157,000

      d. $178,000

   9. The ending balance of Retained Earnings for Dankert Corp. is:

      a. $41,000

      b. $33,000

      c. $204,000

      d. $47,000
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       Use the information presented below to answer the following set of

      questions. 

      Manila Corp. is a merchandising company which uses the periodic

      inventory system.  Selected account balances are listed below:

          Sales                                $850,000

          Purchases                             450,000

          Inventory (beginning)                  45,000

          Inventory (ending)                     55,000

          Operating Expenses                    325,000

          Income Tax Expense                     35,000

          Retained Earnings (beginning)          75,000

          Dividends                              15,000

  10. Assume that Cost of Goods Sold is $450,000.  The ending balance of

      Retained Earnings for Manila Corp. is:

      a. $100,000

      b. $60,000

      c. $115,000

      d. $140,000

       The following set of questions is based on the transactions presented

      below: 

      Oct.   3  Purchased merchandise on credit for $5,000.

            15  Sold merchandise on credit for $3,500; the cost of the

                merchandise was $2,000.  The merchandise was shipped FOB

                destination and was received by the customer on October 20.

  11. If the  PERIODIC  inventory system is used, what are the effects on the

      accounting equation of the merchandise purchase on Oct. 3?

      a. Assets and liabilities increase $5,000.

      b. Liabilities increase and owners' equity decreases $5,000.

      c. Assets and owners' equity decrease $5,000.

      d. Liabilities and assets decrease $5,000.

  12. If the  PERPETUAL  inventory system is used, what are the effects on the

      accounting equation of the merchandise purchase on Oct. 3?

      a. Liabilities increase $5,000 and owners' equity decreases $5,000.

      b. Assets and owners' equity decrease $5,000.

      c. Assets decrease $5,000 and owners' equity increases $5,000.

      d. Assets and liabilities increase $5,000.
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  13. If the  PERPETUAL  inventory system is used, what are the net effects on

      the accounting equation of the merchandise sale on Oct. 15?

      a. Assets and owners' equity increase $3,500.

      b. Assets and owners' equity decrease $2,000.

      c. Assets and owners' equity increase $1,500.

      d. Assets and owners' equity decrease $1,500.

  14. Under which inventory system will cost of goods sold from the October

      15 transaction be recognized at the end of the accounting period?

      a. The perpetual inventory system.

      b. The periodic inventory system.

      c. Both the periodic and perpetual inventory systems.

      d. Neither the periodic nor perpetual inventory systems.

  15. Which of the following is not a feature of periodic inventory systems?

      a. Provide up to date information on inventory for management control.

      b. Cheaper to maintain than perpetual inventory system.

      c. Require a physical count of inventory at the end of the period.

      d. Require opening of separate purchases account to record

         acquisitions of goods during the accounting period.

  16. Which of the following statements correctly defines the calculation of

      net purchases?

      a. Gross purchases less purchase returns and allowances less purchase

         discounts plus transportation-in.

      b. Gross purchases less purchase returns and allowances less purchase

         discounts less transportation-in.

      c. Gross purchases plus purchase returns and allowances less purchase

         discounts plus transportation-in.

      d. Gross purchases plus purchase returns and allowances plus purchase

         discounts less transportation-in.

  17. Which of the following statements is  FALSE ?

      a. The cost of goods available for sale consists of ending inventory

         and purchases.

      b. An error in assigning inventory costs to the ending inventory

         balance affects the cost of goods sold for the same period.

      c. Ending inventory costs represent amounts to be recognized as

         expense in future periods when the inventory is sold.

      d. Cost of goods sold represents expired inventory costs.
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      Use the data below to answer the following set of questions.

      Assume that the company uses the  PERIODIC  inventory method.

          May  1   On hand, 20 units @ $4.00 each               $   80

               5   Purchased 100 units @ $4.10 each                410

              14   Purchased 80 units @ $4.20 each                 336

                                                                   ---

                   Total cost of goods available for sale       $  826

                                                                ======

              31   On hand, 30 units

  18. If the May 31 inventory included 10 units from the May 5 purchase and

      20 units from the May 14 purchase, the cost of goods sold for May

      under the specific-identification method would be:

      a. $700

      b. $701

      c. $702.10

      d. $705

  19. If the company uses the FIFO inventory method, the amount assigned to

      the May 31 inventory would be:

      a. $121

      b. $123.90

      c. $125

      d. $126

  20. If the company uses the LIFO inventory method, the cost of goods sold

      for May would be:

      a. $700

      b. $701

      c. $702.10

      d. $705
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      Use the data below to answer the following set of questions.

      Assume that the company uses the  PERIODIC  inventory method.

          Aug  1   On hand, 50 units @ $2.50 each               $  125

               5   Purchased 100 units @ $2.45 each                245

              14   Purchased 50 units @ $2.36 each                 118

                                                                   ---

                   Total cost of goods available for sale       $  488

                                                                ======

              31   On hand, 60 units

  21. If the company uses the FIFO inventory, the cost of goods sold for

      August would be:

      a. $346.60

      b. $341.60

      c. $338.50

      d. $345.50

  22. A LIFO inventory liquidation occurs when a company which is using the

      LIFO inventory method

      a. sells more merchandise during the accounting period than it has

         purchased.

      b. buys more merchandise during the accounting period than it sells.

      c. cannot determine the ending inventory because it has been destroyed

         or stolen.

      d. changes its inventory method from LIFO to another method.

  23. Federal income tax rules allow businesses to use different inventory

      costing methods for tax reporting and financial reporting with one

      exception.  Which of the following situations would  NOT  be allowed by

      federal income tax rules?

          Inventory Method for   Inventory Method for

             Tax Reporting        Financial Reporting

          --------------------   --------------------

      a. LIFO                     LIFO

      b. LIFO                     FIFO

      c. Weighted-Average         FIFO

      d. FIFO                     Weighted-Average
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  24. Which of the following statements regarding the popularity of

      inventory costing methods and inventory systems is  FALSE ?

      a. FIFO and LIFO continue to be the two most commonly used inventory

         costing methods.

      b. The ability to computerize the inventory system today has resulted

         in an increase in the use of the periodic system.

      c. Many companies use one inventory method, such as LIFO, for certain

         inventory items and another method for other inventory items.

      d. Any of the common inventory costing methods discussed in the text

         can be used with either the periodic or perpetual inventory systems.

  25. Which of the following statements regarding the application of the

      lower-of-cost-or-market method is  FALSE ?

      a. Generally, market value is defined as replacement cost.

      b. Gross margin is distorted when the lower-of-cost-or-market method

         is not used and market value is lower than cost.

      c. The lower-of-cost-or-market method is most commonly applied on an

         item-by-item basis because it is a more conservative approach as

         well as the approach required by tax rules.

      d. The lower-of-cost-or-market method is an exception to the matching

         principle.

  26. Selected data for Delta and Sigma, two companies which are in the same

      line of business, are presented below:

                                             Delta        Sigma

                                           ---------    ---------

               Sales                       $ 500,000    $ 800,000

               Cost of goods sold            300,000      400,000

               Average inventory balance      50,000       50,000

      Based on this data, which statement below is  TRUE ?

      a. Delta has a higher gross profit percentage than Sigma.

      b. Sigma has a higher net income than Delta.

      c. Sigma sells its inventory faster than Delta.

      d. Delta has lower costs of storage and lower investment in inventory

         than Sigma.
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       The following set of questions is based on the data presented below.

      Assume that the company uses the   PERPETUAL   inventory system .

      Feb.  1  On hand, 200 units at $5.00 each         $ 1,000

            8  Purchased 400 units at $5.15 each          2,060

           15  Sold 500 units

           22  Purchased 400 units at $5.20 each          2,080

           28  On hand, 500 units

  27. If the FIFO method is used, what is the amount assigned to the ending

      inventory on February 28?

      a. $2,595

      b. $2,580

      c. $2,545

      d. $2,550

  28. If the LIFO method is used, what is the amount assigned to the ending

      inventory on February 28?

      a. $2,595

      b. $2,580

      c. $2,545

      d. $2,570

       Use the information below to answer the following set of questions. 

      Vesper Corp. began the month of April with a cash balance of $21,000.

      During April the company earned profits of $15,000.  The following

      merchandise sales and purchases and related cash receipts and cash

      payments occurred during April:

         Purchased merchandise at a cost of $48,000 on credit.

         Made payments to creditors for merchandise purchases of $56,000.

         Sold merchandise with a cost of $36,000 on credit for $60,000.

         Collected $50,000 from credit customers.

  29. What is the cash flow effect of the transactions described above on

      Vesper's cash balance at the end of April?

      a. The cash balance will increase $2,000.

      b. The cash balance will decrease $6,000.

      c. The cash balance will increase $24,000.

      d. The cash balance will increase $15,000.
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       Use the information presented below to answer the following set of

      questions. 

      Carlos Corp. sells a single product, widgets, which it purchases from

      several different manufacturers.  During the month of October the

      activity for widgets is as follows:

      Oct.  1  Balance (800 units at $12.00/unit)         $ 9,600

            5  Purchase (2,000 units at $12.50/unit)       25,000

           11  Sold (2,500 units at $25.00/unit)

           14  Purchase (2,200 units at $13.00/unit)       28,600

           22  Sold (1,500 units at $25.00/unit)

           31  Balance (1,000 units)

  30. What is the amount to be assigned to cost of goods sold for October if

      the LIFO method and a  PERIODIC  inventory system are used?

      a. $50,200

      b. $50,500

      c. $50,560

      d. $51,100

  31. Which of the following items which are included on a company's bank

      reconciliation does  NOT  require an adjustment by the company to update

      its cash receipts and payments?

      a. Interest earned on the checking account

      b. Deposits in transit

      c. Service charges

      d. NSF checks
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       The following questions are based on the data presented below which

      Samuel Corp. identified in preparing a bank reconciliation on August

      31, 1995: 

               Bank statement balance                         $44,500

               Samuel's book balance (before adjustments)         ?

               Outstanding checks                               2,700

               NSF check                                          400

               Service charges                                    200

               Deposits in transit                                800

               Interest earned on checking account                100

  32. What is the net amount of the increase or decrease in Samuel's cash

      balance which must be recorded as a result of the adjustments

      identified by the bank reconciliation?

      a. $  500 decrease

      c. $2,400 decrease

      b. $1,900 increase

      d. $  300 increase

  33. The accountant for Harriett Corp. was preparing a bank reconciliation

      as of April 30, 1995; the following items were identified:

               Harriett's book balance                       $ 16,200

               Error by Harriett in recording a customer's

                 check; the amount was recorded in cash

                 receipts as $150; the correct amount of

                 $510 was recorded by the bank as a deposit

               Outstanding checks                               1,100

               Interest earned on checking account                 50

               Customer's NSF check returned by the bank          500

      Harriett's adjusted cash balance at April 30, 1995, is:

      a. $16,250

      b. $14,650

      c. $16,110

      d. $15,890
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  34. What is the distinguishing characteristic between accounts receivable

      and notes receivable?

      a. Accounts receivable result from credit sales, while notes

         receivable result from loans and sales of assets other than

         merchandise inventory.

      b. Accounts receivable require payment of interest if not paid within

         the usual credit terms.

      c. Notes receivable result from a written promise to pay within a

         specified period of time.

      d. Notes receivable result from credit sale transactions for service

         companies, while accounts receivable result from credit sales

         transactions for merchandising companies.

  35. Which of the following statements is  FALSE ?

      a. The mechanism used to maintain detailed information about the

         balance owed by each customer is a subsidiary ledger.

      b. When a company uses a subsidiary ledger, the accounts receivable

         account in the general ledger becomes an optional account.

      c. The balance in the control account, Accounts Receivable, should be

         equal to the sum of the balances in the subsidiary ledger for

         accounts receivable.

      d. Another common subsidiary ledger used by companies is one for

         Accounts Payable.

  36. The following information was presented in the balance sheet of Ben &

      Jerry's as of December 26, 1992:

          Accounts receivable, less allowance for

            doubtful accounts of $350,000                $8,849,326

      Which of the following statements is  FALSE ?

      a. Ben & Jerry's expects that $350,000 of accounts receivable will not

         be collected.

      b. The balance in the Accounts Receivable account in Ben & Jerry's

         general ledger is $9,199,326.

      c. The net realizable value of Ben & Jerry's accounts receivable is

         $8,849,326.

      d. Ben & Jerry's expects to collect only $8,499,326 from its customers.

  37. If a company uses the allowance method to account for bad debts, when

      will the company's owners' equity decrease?

      a. At the date a customer's account is written off

      b. At the end of the accounting period when an adjusting entry for

         uncollectible accounts is recorded

      c. At the date a customer's account is determined to be uncollectible

      d. At the date that the company's CPAs complete their audit and verify

         that accounts are uncollectible
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       The following questions are based on the data presented below for

      Tarrant Corp. for the year ended December 31, 1995: 

          Sales (100% on credit)                         $1,200,000

          Sales Returns                                      25,000

          Accounts Receivable (December 31, 1995)           180,000

          Allowance for Doubtful Accounts (before

            adjustment at December 31, 1995; credit

            balance)                                          1,100

          Estimated amount of uncollectible accounts

            based on an aging analysis                       13,000

  38. If Tarrant estimates its bad debts at 1% of net credit sales, what

      amount will be reported as bad debts for 1995?

      a. $13,000

      b. $12,000

      c. $11,750

      d. $10,650

  39. If Tarrant uses the percentage of sales method to estimate its bad

      debts, what will be the balance in the Allowance for Doubtful Accounts

      after the adjustment for bad debts?

      a. $14,100

      b. $10,650

      c. $11,750

      d. $12,850

  40. If Tarrant uses the aging approach to estimate its bad debts, what

      amount will be reported as bad debts for 1995?

      a. $13,000

      b. $11,900

      c. $14,100

      d. $12,850
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       The following set of questions is based on the information presented

      below for Durand, Inc. for 1995: 

      Accounts Receivable (January 1, 1995)             $ 136,000

      Credit sales during 1995                            720,000

      Collections from credit customers during 1995       690,000

      Customer accounts written off as uncollectible

        during 1995                                         9,000

      Allowance for Doubtful Accounts (credit balance;

        after write-off of uncollectible accounts)            800

      Estimated uncollectible accounts based on aging

        analysis                                            8,400

  41. What is the balance of Accounts Receivable at December 31, 1995?

      a. $136,000

      b. $157,000

      c. $166,000

      d. $175,000

       The following set of questions is based on the situation described

      below.  

      Munchen Corp. estimates bad debt expense using the percentage of sales

      approach. At the end of 1995 the company recorded an adjustment for

      $18,000 of bad debt expense. In early 1996 they wrote off a customer's

      account for $600.

  42. What are the effects to write off the customer's account for $600 in

      early 1996?

      a. No effect--assets increase and decrease by the same amount.

      b. Assets and owners' equity decrease.

      c. Assets and liabilities increase.

      d. Liabilities increase and owners' equity decreases.

  43. Ferris Corp. reported Net Sales (all on credit) of $1,800,000 and Cost

      of Goods Sold of $1,200,000 for 1995.  Its beginning balance of

      Accounts Receivable was $145,000.  The Accounts Receivable balance

      increased by $10,000 during 1995.  What is Ferris' Accounts Receivable

      Turnover rate for 1995?  (Round your answer to two decimal places.)

      a. 12.41

      b. 8.00

      c. 8.28

      d. 12.00
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  44. During 1995, the Accounts Receivable Turnover rate for Kandy Company

      decreased from 9 to 8 times per year.  The company makes credit sales

      only with credit terms of 1/10, n/30.  Which of the following

      statements is the  LEAST  likely explanation for the decrease?

      a. The company's credit department has failed to follow up with

         customers whose account balances are past due.

      b. A weak economy has resulted in customers slowing down on payment of

         their accounts.

      c. The company has increased the amount of time customers have to pay

         their accounts before they are past due.

      d. The company has extended credit to more risky customers in order to

         increase sales.

       The following set of questions is based on the information presented

      below. 

      Bedrock Co. received a non-interest-bearing note from Flintrock Co. on

      November 1, 1995.  The amount of the note due at the maturity date is

      $5,100.  The note was accepted by Bedrock for merchandise sold to

      Flintrock with a selling price of $5,000.  The note is due in 3 months.

  45. What are the effects on the accounting equation for Bedrock when the

      note is received on April 1, 1995?

      a. Assets and revenues increase $5,100.

      b. Assets and revenues increase $5,000.

      c. Assets increase $5,000, revenues increase $5,100, and expenses

         increase $100.

      d. Assets increase $5,100, liabilities increase $100, and revenues

         increase $5,000.
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       The following set of questions is based on the information presented

      below. 

      Farraday's received a promissory note from a customer on March 1,

      1995.  The face amount of the note is $6,000; the terms are 90 days

      and 8% interest.  On March 31, Farraday's discounted the note at a

      local bank; the bank's discount rate was 10%.

  46. At the maturity date, the customer pays the amount due for the note

      and interest.  What are the effects on the accounting equation for

      Farraday when the note is paid at maturity?

      a. Assets increase and decrease $6,120.

      b. Assets increase and decrease $6,018.

      c. Liabilities decrease $6,120; assets decrease $6,102; revenues

         increase $18.

      d. No effect; the customer pays the amount due to the bank.

  47. Which of the following items is reported as an investing activity on a

      statement of cash flows?

      a. A 6-month note receivable received from another company for a cash

         loan to that company

      b. A decrease in accounts receivable

      c. An increase in notes receivable for sales to customers

      d. The purchase of securities which are included in cash equivalents

  48. Which of the following statements is false if a company's collection

      period for accounts receivable is unacceptably long?

      a. The company may need to borrow to meet its accounts payable.

      b. The company may offer cash discounts to increase the collection

         period.

      c. The company may discount its notes receivable to increase cash flow.

      d. Cash flow from operations may be lower than expected for the firm's

         sales.

  49. In a bank reconciliation, bank charges are:

      a. added to the book balance.

      b. subtracted from the book balance.

      c. added to the bank balance.

      d. subtracted from the bank balance.
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  50. The face amount of accounts receivable for Company A is $50,000. It is

      estimated that 2% of these will prove uncollectible, that customers

      will take advantage of cash discounts of $1,000 and that sales of

      $2,000 will be returned. The net realizable value of accounts

      receivable is:

      a. $50,000

      b. $49,000

      c. $48,000

      d. $46,000

  51. Which of the following statements is  FALSE ?

      a. Operating assets include a company's property, plant, and equipment.

      b. A company's operating assets are important to its short-term

         liquidity.

      c. Operating assets are used over two or more periods to produce goods

         or services which are sold to customers.

      d. A company may use operating assets as collateral for financing

         business operations.

  52. Which of the following statements is  TRUE ?

      a. All operating assets are reported in the balance sheet at their

         replacement costs.

      b. All operating assets, except Land, are subject to  depreciation,

         amortization, or depletion.

      c. Both (a) and (b).

      d. None of the above.

       The following set of questions is based on the information presented

      below. 

      Betts, Inc., purchased computer equipment at a cost of $14,500.  The

      equipment has an estimated residual value of $2,500 and an estimated

      life of 4 years, or 10,000 hours of operation.  The equipment was

      purchased at the beginning of 1995; a full year's depreciation expense

      is to be recorded for 1995.  At the end of four years, it is expected

      that the equipment will be replaced at an estimated cost of $16,000.

  53. If Betts uses the units of production method, what is the depreciation

      rate per hour for the computer equipment?

      a. $1.35

      b. $1.60

      c. $1.45

      d. $1.20
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  54. If Betts uses the sum-of-years-digits depreciation method, what amount

      will be recorded as depreciation expense for 1995?

      a. $3,000

      b. $4,800

      c. $5,800

      d. $6,000

  55. If Betts uses the double-declining-balance depreciation method, what

      amount will be recorded as depreciation expense for 1995?

      a. $3,625

      b. $5,800

      c. $6,000

      d. $7,250

       The following set of questions is based on the information presented

      below. 

      Ruggle's, Inc. purchased a new delivery truck at the beginning of

      1995.  The truck has a cost of $33,000, an estimated life of 5 years,

      and an estimated residual value of $6,000.  A full year's depreciation

      expense is to be recorded in 1995.  The truck was driven 15,000 miles

      during 1995; the number of expected miles over 5 years is 80,000.

  56. The company wants to use the depreciation method which will result in

      the largest depreciation expense for 1995.  Which of the four methods

      listed below has the largest amount of depreciation expense for 1995?

      a. Straight-line

      b. Sum-of-years-digits

      c. Double-declining-balance

      d. Units of production

  57. After the truck is depreciated for 5 years, and before it is replaced,

      the book value of the truck will be:

      a. $ -0-

      b. $27,000

      c. $33,000

      d. $6,000
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  58. Western Coal Company purchased land for $1,000,000 from which it will

      mine coal.  The company spent another $500,000 preparing the land to

      extract the coal.  It is estimated that the land will have a value of

      $300,000 after mining operations are completed.  It is expected that

      400,000 tons of coal will be extracted from this site.  If 80,000 tons

      of coal are extracted and sold during 1995, what amount should be

      recorded as depletion expense?

      a. $140,000

      b. $200,000

      c. $240,000

      d. $300,000

       The following set of questions is based on the information presented

      below for Waco, Inc., for 1995 and 1996.  Assume that Waco uses the

      straight-line depreciation method. 

                                                1995          1996

                                             ----------    ----------

      Property, Plant & Equipment            $  750,000    $  800,000

      Accumulated Depreciation                  300,000       350,000

      Depreciation Expense                       50,000        50,000

      Net Sales                               2,200,000     2,400,000

      Total Assets                            1,500,000     1,700,000

  59. Using the data above, determine the Asset Turnover rate for Waco for

      1996.  (Round your answer to 2 decimal places.)

      a. 5.33 times

      b. 3.00 times

      c. 1.50 times

      d. 1.41 times

  60. Which of the following items is  NOT  added to net income to determine

      cash flows from operating activities when the indirect method is used

      to prepare the operating activity section of the statement of cash

      flows?

      a. Depreciation expense

      b. Amortization expense

      c. Depletion expense

      d. Gain on the sale of operating assets
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