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CORRECT ANSWERS ARE LOCATED IN THE 2ND HALF OF THIS DOC.
1) Creditors are owners of a corporation.

@ true

@ false

2) All corporations acquire financing by issuing stock on public stock exchanges.
© true
(© false

3) You paid $10,000 to buy 1% of the stock in a corporation that is now bankrupt. The company
owes $10 million dollars to its creditors. As a result of the bankruptcy, you are responsible
for paying $100,000 (or $10 million x 1%) of the amount owed to the creditors.

© true
© false

4) Cash paid for wages is an example of an operating activity on the statement of cash flows.
© true
(@ false

5) Borrowing money from a bank is a financing activity on the statement of cash flows.
© true
(@ false

6) The daily business activities involved in running a business, such as buying supplies and
paying salaries and wages, are classified as operating activities on the statement of cash
flows.

@ true
© false

7) Stockholders' equity is the difference between a company's assets and its liabilities.
@ true
© false
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8) A company owes $200,000 on a bank loan. It will be reported by the company as Accounts
Payable.
© true
@ false

9) The amounts reported on financial statements are sometimes rounded to the nearest thousand
or million.
© true
@ false

10) Accounts Payable, Notes Payable, and Salaries and Wages Payable are examples of
liabilities.
© true
(@ false

11) Dividends are subtracted from revenues on the income statement.
© true
(@ false

12) If a company reports net income on the income statement, then the statement of cash flows
will report the same amount as cash flows from operating activities for the period.
© true
(@ false

13) Revenue is reported on the income statement only if cash was received at the point of sale.
® true
© false

14) Generally Accepted Accounting Principles (GAAP) require profitable companies to
distribute some of their earnings to their stockholders.
® true
@ false
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15) Common Stock is reported as an asset on the balance sheet.
© true
(© false

16) Investors are mainly interested in the profitability of a company.
© true
(@ false

17) A stock that does not pay a dividend is an undesirable investment.
© true
(@ false

18) To ensure that companies produce useful information, it must have two fundamental
characteristics: reliability and understandability.
© true
(@ false

19) The Securities and Exchange Commission (SEC) is the government agency that has primary
responsibility for setting accounting standards in the U.S.
© true
© false

20) The Sarbanes-Oxley Act (SOX) requires top management of companies to sign a report
certifying that the financial statements are free of error.
® true
@ false

21) Companies must use a December 31% year-end for all financial statements.
@ true
(© false
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22) Public corporations are businesses:
A) owned by two or more people, each of whom is personally liable for the debts of the
business.
B) whose stock is bought and sold on a stock exchange.
C) whose stock is bought and sold privately.
D) where stock is not used as evidence of ownership.

23) The owner(s) of a business are not taxed on the profits of the business if the business is a:
A) sole proprietorship.
B) partnership.
C) corporation.
D) public partnership.

24) Which of the following is typically considered a disadvantage of sole proprietorships?
A) Income taxes are paid by both the business and its owner.
B) The business is considered a separate legal entity from its owner.
C) Establishing the business usually requires legal assistance.
D) Owner is personally liable for all debts of the business.

25) Considering the targeted audience for financial accounting reports, which of the following
parties is not an external user?
A) Directors of the company issuing the reports
B) Creditors of the company issuing the reports
C) Managers of the company issuing the reports
D) Stockholders of the company issuing the reports

26) Accounting systems:
A) are summarized in publicly published reports.
B) analyze, record, and summarize the activities affecting its financial condition and
performance.
C) monitor business activities only in financial terms.
D) capture only the information that is needed by the owners of the company.
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27) People or organizations to whom a business owes money are considered:
A) owners of a business.
B) creditors of a business.
C) stockholders of a business.
D) customers of a business.

28) The owner is not responsible for the entity's taxes and debts if the entity is organized as a(n):
A) corporation.
B) sole proprietorship.
C) unlimited liability corporation.
D) limited liability corporation.

29) Which of the following is a characteristic of a partnership?
A) The profits, taxes, and legal liability are the responsibility of two or more owners.
B) It is a legal entity separate from its owners.
C) Its income is taxed twice—once on the partnership's income tax return and again on
the partners' individual income tax returns.
D) It is the only organizational form appropriate for service businesses.

30) Managerial accounting reports prepared for internal use are used by the company's:
A) suppliers.
B) bank.
C) employees.
D) stockholders.

31) Directors of a corporation:
A) want to ensure they will be paid for the goods and services they deliver.
B) oversee managers to ensure their decisions are in the best interests of its stockholders.
C) assess the financial strength of a business and attempt to estimate its value.
D) are responsible for the functioning of stock markets and ensuring that taxes are
correctly computed.
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32) The main goal of an accounting system is to:
A) prove that assets equal liabilities plus stockholders' equity.
B) capture information about a business so that it can be reported to decision-makers.
C) provide initial financing for a new startup.
D) earn a profit for the company's stockholders.

33) Financing that individuals or institutions have provided to a corporation is:
A) always classified as a liability.
B) classified as a liability when provided by creditors and as stockholders' equity when
provided by owners.
C) always classified as equity.
D) classified as a stockholders' equity when provided by creditors and a liability when
provided by owners.

34) An investor who is looking at a company's financial statements cannot determine whether
the:

A) company's earnings are rising or falling.

B) company pays a dividend.

C) company has positive cash flow.

D) company's owners are financially sound.

35) A sole proprietorship is:
A) a separate legal and accounting entity from its owner(s).
B) owned and operated by one individual.
C) considered a public company.
D) can easily raise large amounts of capital for growth.

36) Internal users of financial data include:
A) investors.
B) creditors.
C) management.
D) regulatory authorities.
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37) Which of the following statements about financial accounting reports is correct?

A) Financial accounting reports are used primarily by employees to make business
decisions related to production.

B) Financial accounting reports are used primarily by management to understand
whether a product line should be discontinued.

C) Financial accounting reports are primarily prepared to provide information for
external decision makers.

D) Financial accounting reports primarily contain detailed internal records of the
company.

38) Which of the following statements about organizational forms of a business is not correct?

A) In a sole proprietorship or in a partnership, the owner(s) are personally responsible for
the debts of the business.

B) The partnership agreement states how profits are to be shared between partners and
what happens when a new partner is to be admitted or an existing partner is retiring.

C) A corporation is a separate entity from both a legal and accounting perspective.

D) The owners of a corporation are legally responsible for the corporation's debts and
taxes.

39) A legal document called a stock certificate is used to indicate ownership in a:
A) corporation.
B) sole proprietorship.
C) partnership.
D) both sole proprietorship and partnership.

40) Which of the following statements below is correct about a corporation and a partnership?
A) A partnership is comprised of two or more owners, whereas a corporation must have
only one owner.
B) A corporation is legally responsible for its own taxes and debts, whereas the owners
of the partnership are responsible for its taxes and debts.
C) Owners of both entities are legally responsible for the taxes and debts of the business.
D) Both entities issue shares of stock to owners.
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41) Which of the following expressions of the accounting equation is correct?
A) Liabilities + Assets = Stockholders' Equity
B) Stockholders' Equity + Assets = Liabilities
C) Assets = Liabilities — Stockholders' Equity

D) Stockholders' Equity = Assets — Liabilities

42) Net income is the amount:
A) the company earned after subtracting expenses and dividends from revenue.
B) by which assets exceed expenses.
C) by which assets exceed liabilities.
D) by which revenues exceed expenses.

43) Expenses are reported on the:
A) income statement in the time period in which they are paid.
B) income statement in the time period in which they are incurred.
C) balance sheet in the time period in which they are paid.
D) balance sheet in the time period in which they are incurred.

44) The financial reports of a business include only the activities of the business and not the
personal dealings of its stockholders. This is:
A) required only for large corporations.
B) the cost principle.
C) the accounting equation.
D) the separate entity assumption.

45) The separate entity assumption assumes:
A) the financial reports of a business include only the results of that business's activities.
B) assets equal liabilities plus stockholders’ equity.
C) revenues and expenses are reported in separate sections of a company's income
statement.
D) assets are reported in a separate financial statement from liabilities.
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46) Mauricio invested $30,000 in Pizza Aroma in exchange for its stock. Pizza Aroma now has:
A) a liability.
B) retained earnings.
C) common stock.
D) net income.

47) Amounts earned by selling goods or services to customers are called:
A) revenues.
B) expenses.
C) dividends.
D) common stocks.

48) Profit is equal to:
A) revenues minus expenses.
B) assets minus liabilities.
C) the amount of cash that a company has.
D) the amount of cash that owners have contributed to the business.

49) If revenues are less than expenses, the company's Retained Earnings:
A) decrease.
B) increase.
C) must be replenished by stockholders.
D) are paid to stockholders.

50) If revenues exceed expenses, the company's Retained Earnings:
A) decrease.
B) increase.

must be replenished by stockholders.

are paid to stockholders.
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51) A cost of doing business is referred to as a(n) and is considered necessary to earn

A) revenue; assets

B) expense; revenue
C) liability; expenses
D) dividend; revenue

52) Expenses are:
A) equal to a company's liabilities.
B) always less than revenues.
C) the costs of doing business that are necessary to earn revenue.
D) always less than the amount of cash a company has available.

53) An economic resource that is controlled by a company and will provide future benefits is
referred to as:

A) revenue.

B) an asset.

C) retained earnings.
D) net income.

54) A measurable amount the company expects to give up in the future to settle what a company
owes to a creditor is referred to as:

) liability.

) an asset.

O W >

) retained earnings.
D) expense.

55) Alpha sold $2,000 of services to Beta on credit. Beta promised to pay for it next month.
Alpha will report a $2,000:
A) Accounts Receivable.
B) Accounts Payable.
C) increase in Cash, since Beta is sure to pay next month.
D) net loss.
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56) Alpha sold $2,000 of services to Beta on credit. Beta promised to pay for it next month. Beta
will report a $2,000:
A) Accounts Payable.
B) Accounts Receivable.
C) decrease in Cash, since it plans to pay next month.
D) net income.

57) TreeTop Nursery sold $7,500 of goods to customers of which $4,500 has been collected.
TreeTop should report revenues of:
A) $7,500.
B) $4,500.
C) $3,000.
D) $0.

58) Cash flows from (used in) investing activities include amounts:

A) received from a company's stockholders for the sale of stock.
B) received from the sale of the company's office building.

C) paid for dividends to the company's stockholders.

D) paid for salaries of employees.

59) Which of the following would not represent a financing activity?
A) Paying dividends to stockholders
B) Cash received from owners in exchange for company stock
C) Borrowing money from a bank to purchase new equipment
D) Buying supplies

60) Operating activities include:
A) interest paid on a bank loan.
B) the buying or selling of land, buildings, equipment, and other long-term investments.
C) the repayment of loan proceeds to the bank.
D) obtaining a bank loan to cover the payment of wages, rent and other operating costs.
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61) The separate entity assumption means:
A) acompany's financial statements reflect only the business activities of that company.
B) each separate owner's finances must be revealed in the financial statements.
C) each separate entity that has a claim on a company's assets must be shown in the
financial statements.
D) if the business is a sole proprietorship, the owners' personal activities are included in
the company's financial statements.

62) Operating activities, investing activities, and financing activities are presented on the:
A) balance sheet.
B) statement of cash flows.
C) statement of retained earnings.
D) income statement.

63) Financial statements are most commonly prepared:
A) daily.
B) monthly, quarterly, and annually.
C) as needed.
D) weekly.

64) Which of the following statements about a fiscal year is correct?
A) Companies can choose to end their fiscal year on any date they feel is most relevant.
B) Companies must end their fiscal year on March 31, June 30, September 30, or
December 31.
C) Companies can select any date except a holiday to end their fiscal year.
D) Companies must end their fiscal year on December 31.

65) Assets:
A) represent the amounts earned by a company.
B) must equal the liabilities of a company.
C) must equal the stockholders' equity of the company.
D) represent the resources presently controlled by a company.
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66) A net loss for a period arises when:
A) assets are greater than liabilities.
B) revenues are less than expenses.
C) liabilities are greater than stockholders’ equity.
D) revenues are greater than expenses.

67) Net income that has been paid out to the company's stockholders for their own personal use
is referred to as:

A) dividends.

B) equities.

C) revenues.

D) retained earnings.

68) Crystal Lodging recorded $330,000 in revenues, $247,500 in expenses, and $45,000 of
dividends for the year. The company began the year with total assets of $285,000 and
stockholders’ equity of $130,500.

What was the net income (loss) reported by Crystal Lodging for the year?
A) $94,500
B) $37,500
C) $82,500
D) $49,500

69) Crystal Lodging recorded $330,000 in revenues, $247,500 in expenses, and $45,000 of
dividends for the year. The company began the year with total assets of $285,000 and
stockholders’ equity of $130,500.

Suppose that liabilities increased by $90,000 and stockholders' equity increased by $37,500.
What would be the change in Crystal Lodging's assets?

A) $168,000 increase

B) $127,500 increase

C) $154,500 increase

D) $52,500 increase
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70) The obligations and debts of a business are referred to as:
A) equities.
B) assets.
C) dividends.
D) liabilities.

71) Which of the following are the three basic elements of the balance sheet?
A) Assets, liabilities, and retained earnings.
B) Assets, liabilities, and common stock.
C) Assets, liabilities, and revenues.
D) Assets, liabilities, and stockholders' equity.

72) Coast Company has 10,000 items of building supplies on hand that cost $300,000; a bill
related to these supplies totalling $100,000 from a vendor has not yet been paid. The
company expects to earn $800,000 for its services when it uses the building supplies. The
company’s balance sheet would include an asset, Supplies, in the amount of:

A) $800,000.
B) $10,000.

C) $300,000.
D) $200,000.

73) Coast Company has 5,000 items of building supplies on hand that cost $150,000; a bill
related to these supplies totalling $50,000 from a vendor has not yet been paid. The company
expects to earn $400,000 for its services when it uses the building supplies. The company's
balance sheet would include an asset, Supplies, in the amount of:

A) $5,000.

B) $100,000.
C) $150,000.
D) $400,000.
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74) The Publish or Perish Printing Company paid a dividend to stockholders. This will be
reported on the:
A) audit report.
B) income statement.
C) balance sheet.
D) statement of retained earnings.

75) Which of the following is not correct?
A) Assets = Liabilities + Stockholders' Equity
B) Liabilities = Assets — Stockholders' Equity
C) Stockholders' Equity + Liabilities — Assets = 0
D) Assets = Liabilities — Stockholders' Equity

76) At the end of last year, the company's assets equalled $866,000 and its liabilities equalled
$743,000. During the current year, the company's total assets increased by $58,600 and its
total liabilities increased by $24,300. At the end of the current year, stockholders' equity was:

A) $34,300.

B) $157,300.
C) $123,000.
D) $181,600.

77) At the end of last year, the company's assets equalled $430,000 and its liabilities equalled
$370,000. During the current year, the company's total assets increased by $29,000 and its
total liabilities increased by $12,000. At the end of the current year, stockholders' equity was:

A) $77,000.
B) $60,000.
C) $17,000.
D) $89,000.
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78) If total liabilities decreased by $50,000 and stockholders' equity increased by $10,000 during

a period of time, then total assets must change by what amount and direction during that
same time period?

A) $40,000 increase
B) $40,000 decrease
C) $60,000 increase
D) $60,000 decrease

79) A company's balance sheet contained the following information:
Common Stock S 12,600

Total Assets $ 182,000
Accounts Payable 64,600

Retained Earnings 28,600

Notes Payable is the only other item on the balance sheet. Notes Payable must equal:
A) $76,200.

B) $13,900.
C) $78,100.
D) $11,600.

80) A company's balance sheet contained the following information:
Common Stock S 24,000

Total Assets $ 352,000
Accounts Payable 128,000

Retained Earnings 56,000

Notes Payable is the only other item on the balance sheet. Notes Payable must equal:
A) $400,000.

B) $16,000.
C) $144,000.
D) $688,000.

81) During Year 5, a company's assets increase by $112,000 and its liabilities increase by
$76,000. If no dividends were paid and there were no changes in the amount of common

stock issued during the year, net income for Year 5 was:
A) $112,000.

)

B) $36,000.
C) $188,000.
D) $76,000.
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82) A company began the year with assets of $118,000, liabilities of $29,000, and stockholders'
equity of $89,000. During the year assets increased $56,800 and stockholders' equity
increased $23,600. What was the change in liabilities for the year?

A) Increase of $80,400
B) Increase of $33,200
C) Decrease of $80,400
D) Decrease of $33,200

83) A company began the year with assets of $200,000, liabilities of $40,000, and stockholders'
equity of $160,000. During the year assets increased $110,000 and stockholders' equity
increased $40,000. What was the change in liabilities for the year?

A) Increase of $150,000
B) Increase of $70,000
C) Decrease of $150,000
D) Decrease of $70,000

84) During its first year of operations, Puffin, Incorporated reported Sales Revenue of $388,300
but only collected $308,500 in cash from customers. At the end of the year, Accounts
Receivable equals:

A) $388,300.
B) $308,500.
C) $79,800.

D) $696,800.

85) During its first year of operations, Puffin, Incorporated reported Sales Revenue of $772,000
but only collected $606,000 in cash from customers. At the end of the year, Accounts
Receivable equals:

A) $1,378,000.

B) $772,000.

C) $606,000.

D) $166,000.
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86) If Blair Industries had $14 million in revenue and net income of $7 million, then its:
A) expenses must have been $21 million.
B) expenses must have been $7 million.
C) assets must have been $14 million.
D) assets must have been $7 million.

87) If Blair Industries had $24 million in revenue and net income of $6 million, then its:
A) expenses must have been $30 million.
B) expenses must have been $18 million.
C) assets must have been $24 million.
D) assets must have been $6 million.

88) If Boward Company has Common Stock of $40,000, total assets of $85,000, and total
liabilities of $35,000, its Retained Earnings equals:
A) $10,000.
B) $45,000.
C) $50,000.
D) $55,000.

89) The WeBuild Construction Company sold $30 million of buildings in its first year of
operations. The company received payments of $17.00 million for these buildings. The
company's income statement would report:

A) Accounts Receivable of $13.00 million.
B) Sales Revenue of $17.00 million.

C) Sales Revenue of $30 million.

D) Expenses of $13.00 million.

90) The WeBuild Construction Company sold $16.5 million of buildings in its first year of

operations. The company received payments of $11.25 million for these buildings. The
company's income statement would report:
A) Accounts Receivable of $5.25 million.
B) Expenses of $5.25 million.
C) Sales Revenue of $11.25 million.
D) Sales Revenue of $16.5 million.
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91) The WeBuild Construction Company sold $16.5 million of buildings in its first year of
operations. The company received payments of $11.25 million for these buildings. The
company's balance sheet would report:

A) Accounts Receivable of $5.25 million.
B) Expenses of $5.25 million.

C) Sales Revenue of $11.25 million.

D) Sales Revenue of $16.5 million.

92) Which of the following financial statements shows how net income (loss) and dividends
impacted a stockholders' equity account?
A) Statement of Retained Earnings
B) Balance Sheet
C) Statement of Cash Flows
D) Income Statement

93) Dividends are reported on the:
A) income statement.
B) balance sheet.
C) statement of retained earnings.
D) income statement and balance sheet.

94) Dividends paid to stockholders:
A) are a reduction to Retained Earnings.
B) appear in the cash flows from operating activities section of the statement of cash
flows.
C) appear on the income statement.
D) are subtracted from Common Stock.

95) Which of the following would not affect a company's net income?
A) A change in the company's income taxes.
B) Changing the selling price of a company's product.
C) Paying a dividend to stockholders.
D) Advertising a new product.
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96) Which of the following transactions would be reported on the income statement for Year 27
A) Supplies that were purchased and used in Year 1 but paid for in Year 2.
B) Supplies that were purchased in Year 1 but were used in Year 2.
C) Dividends that were paid in Year 2.
D) Accounts Receivable as of December 31, Year 2.

97) Solve for the missing data.
CINNAMON AND SPICE, INCORPORATED
Income Statement
For the Year Ended December 31, Year 3

Revenues
Sales Revenue $ 3,000,000
Service Revenue 810,200
Total Revenues Unknown

Expenses
Salaries and Wages Expense 1,314,900
Advertising and Promotion Expenses 482,200
Other Selling and Administrative Expenses Unknown
Interest Expense 225,600
Income Tax Expense 117,700
Other Expenses 253,700
Total Expenses 3,445,600
Net Income Unknown

A) Total revenues are $3,810,200, other selling and administrative expenses are
$1,051,500, and net income is $364,600.

B) Total revenues are $2,495,300, other selling and administrative expenses are
$1,051,500, and net income is ($950,300).

C) Total revenues are $364,600, other selling and administrative expenses are
$3,081,000, and net income is $7,255,800.

D) Total revenues are $3,810,200, other selling and administrative expenses are
$364,600, and net income is $7,255,800.
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98) Which of the following statements about this Statement of Retained Earnings is not correct?
Carly Q’'s
Statement of Retained Earnings

For the Year Ended December 31, Year 4

Retained Earnings, January 1, Year 4 $ 251,700
Add: Net Income 328,650
Subtract: Dividends (54,600)

Retained Earnings, December 31, Year 4 S 525,750

A) Retained earnings of $525,750 will appear on the balance sheet as of December 31,
Year 4.

B) The net income in the above statement came from the income statement for the year
ending December 31, Year 4.

C) Dividends are shown in parentheses because they are distributions of earnings to the
stockholders.

D) The ending retained earnings amount represents the amount of cash at the end of Year
4.

99) Universal Corporation has beginning Retained Earnings of $80,000, cash flows from
operating activities during the current year of $35,000, dividends paid during the year of
$5,000, net income for the current year of $50,000, and Common Stock at the end of the year
of $15,000. What is the amount of its Retained Earnings at the end of the year?

A) $125,000
B) $140,000
C) $160,000
D) $175,000

100)  Which of the following is correct about the financial statements?

A) The "change in cash" reported on the statement of cash flows is also reported on the
statement of retained earnings.

B) Both the income statement and the statement of cash flows show the result of a
company's operating activities.

C) The statement of cash flows is for a period of time while the income statement is for a
point in time.

D) The statement of cash flows is for a point of time while the income statement is for a
period of time.
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101)  The purpose of a statement of retained earnings is to:
A) estimate the current value of a company's assets.
B) report the way that net income and dividends affected the financial position of the
company during the period.
C) show where the cash is flowing into and out of a company.
D) report the specific revenues and expenses arising during the period.

102)  Which of the following statements about the format of financial statements is correct?

A) A double underline is drawn below the subtotal for Total Liabilities on the balance
sheet.

B) Dollar signs are omitted if the heading states that amounts are reported in U.S.
dollars.

C) Dividends are shown in parentheses on the statement of retained earnings.

D) The order of the items included in the heading of each financial statement is as
follows: the name of the business, the time period covered by the financial statement,
and the title of the report.

103)  Which of the following is not an expense?
A) Wages of employees
B) Interest incurred on a note payable
C) Dividends
D) Corporate income tax

104)  Which of the following statements about a company's fiscal year is correct?
A) All companies have a December 31 year-end.
B) It usually corresponds to a company's slow period.
C) It always corresponds to the calendar year.
D) The Financial Accounting Standards Board assigns a year-end to each company.
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105) Every financial statement should have "who, what, and when" in its heading. These
include the:

A) name of the person preparing the statement, the type of financial statement, and when
the financial statement was reported to the SEC.

B) name of the person preparing the statement, the name of the company, and the date
the statement was prepared.

C) name of the company, the type of financial statement, and the time period or date
from which the data were taken.

D) name of the company, the purpose of the statement, and when the financial statement
was reported to the IRS.

106)  Which of the following descriptions about a Notes Payable is correct?
A) A written promise to repay a loan
B) A type of long-term asset
C) Generally informal in nature
D) Reported as part of stockholders' equity on the balance sheet

107) The WC Company borrowed $26,500 from a bank during the year. This borrowing would
be reported on the statement of cash flows as a(n):
A) investing activity in the amount of ($26,500).
B) financing activity in the amount of ($26,500).
C) investing activity in the amount of $26,500.
D) financing activity in the amount of $26,500.

108)  Which of the following would be an acceptable alternative name for the income
statement?
A) Statement of Profit and Loss
B) Statement of Financial Position
C) Statement of Retained Earnings
D) Statement of Revenues and Expenses

)
)
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109)  Which of the following statements is prepared at a point in time?
A) Income Statement
B) Statement of Retained Earnings
C) Balance Sheet
D) Statement of Cash Flows

110)  Which of the following would not be reported on the balance sheet?
A) Accounts Receivable
B) Accounts Payable
C) Advertising Expense
D) Cash

111) A company incurred $5,000 for rent for the last month of Year 5. The company paid the
bill during the first month of Year 6. Which of the following statements is correct?

A) The related $5,000 should be reported on the income statement for Year 5 as Rent
Expense.

B) Since it has not been paid, this bill would not be reported in the financial statements
for Year 5.

C) The related $5,000 should be included in Accounts Receivable on the balance sheet at
the end of Year 5.

D) The related $5,000 should be included in Rent Expense on the balance sheet at the
end Year 5.

112)  During the first year of operations, a company sold $116,000 of goods to customers and
received $98,000 in cash from customers. The remainder is owed to the company at the end
of the year. The company incurred $71,600 in expenses for the year and paid $66,600 in cash
for these expenses. The remainder is owed by the company at the end of the year. Based on
this information, what is the amount of net income for the year?

A) $31,400

B) $26,400

C) $49,400

D) $44,400

Version 1 24

Access Complete Test Bank for Fundamentals of Financial Accounting 8th Phillips



https://textslibrary.com/books/9781265052362-test-bank

Chapter 01 Test Bank - Algorithmic and Static

113)  During the first year of operations, a company sold $80,000 of goods to customers and
received $72,000 in cash from customers. The remainder is owed to the company at the end
of the year. The company incurred $56,000 in expenses for the year and paid $52,000 in cash
for these expenses. The remainder is owed by the company at the end of the year. Based on
this information, what is the amount of net income for the year?

A) $20,000
B) $28,000

C) $16,000

D) $24,000

114)  Which of the following items appear on more than one financial statement?

A) Ending Cash and ending Retained Earnings

B) Ending Cash and beginning Retained Earnings
C) Sales Revenue and ending Retained Earnings
D) Beginning Cash and Sales Revenue

115) A company incurred $10,000 in wages for employees during the year. Of these wages,
$9,000 was paid by the end of the year. Which of the following statements is correct?
A) Salaries and Wages Payable on the income statement will be $9,000.
B) Salaries and Wages Expense on the income statement will be $1,000.
C) Salaries and Wages Expense on the balance sheet will be $10,000.
D) Salaries and Wages Payable on the balance sheet will be $1,000.

116)  Net income appears on which of the following financial statements?
A) Balance sheet and income statement
B) Balance sheet and statement of retained earnings
C) Balance sheet and statement of cash flows
D) Income statement and statement of retained earnings

117)  Stockholders' equity is:

A) a liability of the business.

B) an economic resource controlled by the business.
C) the owners' claims on the business.
D) the profit generated by the business.
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118) The income statement reports:
A) the assets, liabilities, and stockholders' equity of a company.
B) cumulative earnings that have not been distributed to stockholders.
C) the amount of profit distributed to owners during the period.
D) the amount of revenues earned, and expenses incurred during the period.

119)  The statement of cash flows shows the following information:

Cash provided by operating activities of $18,100

Cash used by investing activities of $6,800

Cash used by financing activities of $1,300

The beginning cash was $16,900. What is the amount of cash at the end of the period?
A) $35,000.
B) $26,900.
C) $6,900.
D) $43,100.

120) The statement of cash flows shows the following information:

Cash provided by operating activities of $33,000

Cash used by investing activities of $16,800

Cash used by financing activities of $5,800

The beginning cash was $28,000. What is the amount of cash at the end of the period?
A) $83,600.
B) $61,000.
C) $17,600.
D) $38,400.

121)  Which of the following would not be reported as an asset on the balance sheet?
A) Accounts Receivable
B) Supplies
C) Retained Earnings
D) Cash
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122)  Which of the following would not be reported as a liability on the balance sheet?
A) Accounts Payable

B) Common Stock
C) Notes Payable
D) Salaries and Wages Payable

123) Robin Hood's statement of cash flows contained the following information:
Cash flows from operating activities in the amount of $30,800
Cash flows from investing activities in the amount of $31,800
Cash flows from (used by) financing activities in the amount of ($43,200)
What was Robin Hood's change in cash for the period?
A) $19.400 increase
B) $11,400 increase
C) $11,400 decrease
D) $19,400 decrease

124) Robin Hood's statement of cash flows contained the following information:
Cash flows from operating activities in the amount of $34,800
Cash flows from investing activities in the amount of $36,000
Cash flows from (used by) financing activities in the amount of ($54,000)
What was Robin Hood's change in cash for the period?
A) $16,800 increase
B) $18,000 increase
C) $16,800 decrease
D) $18,000 decrease

125)  In the current period, Andrew, Incorporated recorded Sales Revenue of $100,000 from
sales of goods to customers who agreed to pay later. In the next period, Andrew received
payment from customers of $90,000. Which of the following statements is correct?

A) Revenue for the current period is $90,000.

B) Accounts Receivable at the end of the current period is $100,000.
C) Accounts Payable at the end of the current period is $10,000.

D) Expenses for next period will increase by $10,000.
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126) Investing activities on the statement of cash flows arise from transactions:
A) with lenders, borrowing and repaying cash.
B) with stockholders, selling company stock and paying dividends.
C) directly related to running the business to earn profits.
D) related to buying or selling productive resources with long lives.

127) The separate entity assumption requires that:
A) financial information depicts the economic substance of the business activities.
B) financial reports of a business are assumed to include the results of only that
business's activities.
C) the results of business activities are reported in an appropriate monetary unit.
D) financial information can be compared across businesses because similar accounting
methods have been applied.

128)  Assets reported on the balance sheet include:
A) Accounts Receivable, Sales Revenue, and Cash.
B) Equipment, Supplies Expense, and Cash.
C) Accounts Payable, Retained Earnings, and Cash.
D) Accounts Receivable, Equipment, and Cash.

129) Liabilities reported on the balance sheet include:
A) Accounts Payable, Notes Payable, and Common Stock.
B) Accounts Receivable, Supplies Expense, and Retained Earnings.
C) Accounts Payable, Notes Payable, and Salaries and Wages Payable.
D) Common Stock, Retained Earnings, and Notes Payable.

130) Which of the following statements about financial statements is not correct?
A) Cash flows from financing activities would appear on the Statement of Cash Flows.
B) Dividends would appear on the Statement of Retained Earnings.
C) Assets would appear on the Income Statement.
D) Revenues would appear on the Income Statement.
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131)  Which of the following statements about financial statement information is correct?

A) Ifa company has total revenues of $80,000, total expenses of $50,000 and dividends
of $10,000, they will have net income of $20,000.

B) A company with total stockholders' equity of $45,000 and total assets of $75,000
must have total liabilities of $120,000.

C) A company with liabilities of $80,000 and stockholders' equity of $50,000 will have
assets of $30,000.

D) A company with total stockholders' equity of $120,000 and common stock of $75,000
must have total retained earnings of $45,000.

132) The income statement would report the amount of:
A) cash at the end of the year.
B) supplies used up during the current year.
C) dividends distributed to owners during the current year.
D) unpaid employee wages at the end of the year.

133)  Which transaction would be reported on the income statement for the current year?

A) The revenue earned from selling goods in the current year to customers who have not
yet paid for those goods (that is, they have promised to pay for those goods next
year).

B) The amount of cash received from customers this year as payment for goods that were
sold to those customers last year.

C) The proceeds from a borrowing from the bank that was to be used to finance business
activities during the current year.

D) The proceeds from the issuance of common stock to owners that was to be used to
finance business activities during the current year.

134)  The amount of beginning retained earnings is equal to the:
A) beginning retained earnings of the prior year.
B) ending retained earnings of the prior year.
C) beginning retained earnings of the next year.
D) ending retained earnings of the next year.
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135) Cape Company started its business this year. For this year, it had revenues of $240,000,
expenses of $180,000, cash flows from operating activities of $48,000, and paid dividends of
$6,000. What is the amount of Retained Earnings at the end of Cape's first year of
operations?

A) $42,000

B) $48,000

C) $54,000
D) $114,000

136)  Which of the following would appear in the cash flows from operating activities section
of the statement of cash flows?
A) Cash paid to suppliers and employees
B) Cash paid to purchase equipment
C) Cash paid on notes payable
D) Cash paid for dividends
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137)
LARRY’S LOGGING EQUIPMENT, INCORPORATED
Statement of Cash Flows
For the Year Ended December 31, Year 3

Cash flows from operating activities

Cash collected from customers A s 24,000
Cash paid to suppliers and employees B (14,000)
Cash paid for other operating activities C Unknown
Net cash flow from operating activities D $ 10,000
Cash flows from investing activities
Cash paid to purchase equipment and other assets E (90,000)
Cash received from selling equipment and other F Unknown
assets
Net cash flow from (used by) investing G Unknown
activities
Cash flows from financing activities
Cash paid on notes payable H (64,000)
Cash paid for dividends I (20,000)
Net cash flow from (used by) financing J Unknown
activities
Net change in cash during the year K 74,000
Beginning cash, January 1, Year 3 L Unknown
Ending cash, December 31, Year 3 M 244,000
What amount is represented by letter C in the statement of cash flows?
A) $28,000
B) $20,000
C) ($28,000)
D) $0
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138)
LARRY’S LOGGING EQUIPMENT, INCORPORATED
Statement of Cash Flows
For the Year Ended December 31, Year 3

Cash flows from operating activities

Cash collected from customers A s 24,000
Cash paid to suppliers and employees B (14,000)
Cash paid for other operating activities C Unknown
Net cash flow from operating activities D $ 10,000
Cash flows from investing activities
Cash paid to purchase equipment and other assets E (90,000)
Cash received from selling equipment and other F Unknown
assets
Net cash flow from (used by) investing G Unknown
activities
Cash flows from financing activities
Cash paid on notes payable H (64,000)
Cash paid for dividends I (20,000)
Net cash flow from (used by) financing J Unknown
activities
Net change in cash during the year K 74,000
Beginning cash, January 1, Year 3 L Unknown
Ending cash, December 31, Year 3 M 244,000
What amount is represented by letter J in the statement of cash flows?
A) ($84,000)
B) $84,000
C) ($4,000)
D) $44,000
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139)
LARRY’S LOGGING EQUIPMENT, INCORPORATED
Statement of Cash Flows
For the Year Ended December 31, Year 3

Cash flows from operating activities

Cash collected from customers A s 24,000
Cash paid to suppliers and employees B (14,000)
Cash paid for other operating activities Cc Unknown
Net cash flow from operating activities D $ 10,000
Cash flows from investing activities
Cash paid to purchase equipment and other assets E (90,000)
Cash received from selling equipment and other F Unknown
assets
Net cash flow from (used by) investing G Unknown
activities
Cash flows from financing activities
Cash paid on notes payable H (64,000)
Cash paid for dividends I (20,000)
Net cash flow from (used by) financing J Unknown
activities
Net change in cash during the year K 74,000
Beginning cash, January 1, Year 3 L Unknown
Ending cash, December 31, Year 3 M 244,000
What amount is represented by letter L in the statement of cash flows?
A) $318,000
B) $170,000
C) ($170,000)
D) ($318,000)
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140) Golden Enterprises started the year with the following: Assets $127,000; Liabilities
$43,000; Common Stock $73,000; Retained Earnings $11,000. During the year, the company
earned revenue of $6,700, all of which was received in cash, and incurred expenses of
$3,850, all of which were unpaid as of the end of the year. In addition, the company paid
dividends of $2,700 to owners. Assume no other activities occurred during the year.

Golden's net income for the year is:
A) $2,700.
B) $3,850.
C) $2,850.
D) $6,700.

141)  Golden Enterprises started the year with the following: Assets $50,000; Liabilities
$15,000; Common Stock $30,000; Retained Earnings $5,000. During the year, the company
earned revenue of $2,500, all of which was received in cash, and incurred expenses of
$1,500, all of which were unpaid as of the end of the year. In addition, the company paid
dividends of $500 to owners. Assume no other activities occurred during the year.

Golden's net income for the year is:
A) $1,000.
B) $500.
C) $1,500.
D) $2,500.

142)  Golden Enterprises started the year with the following: Assets $101,000; Liabilities
$31,000; Common Stock $61,000; Retained Earnings $9,000. During the year, the company
earned revenue of $5,100, all of which was received in cash, and incurred expenses of
$3,050, all of which were unpaid as of the end of the year. In addition, the company paid
dividends of $1,100 to owners. Assume no other activities occurred during the year.
Golden's retained earnings balance at the end of the year is:

A) $1,100.

B) $11,050.

C) $14,100.
D) $9,950.
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143)  Golden Enterprises started the year with the following: Assets $50,000; Liabilities
$15,000; Common Stock $30,000; Retained Earnings $5,000. During the year, the company
earned revenue of $2,500, all of which was received in cash, and incurred expenses of
$1,500, all of which were unpaid as of the end of the year. In addition, the company paid
dividends of $500 to owners. Assume no other activities occurred during the year.

Golden's retained earnings balance at the end of the year is:
A) $7,500.
B) $5,500.
C) $6,000.
D) $500.

144)  Golden Enterprises started the year with the following: Assets $121,000; Liabilities
$41,500; Common Stock $71,500; Retained Earnings $8,000. During the year, the company
earned revenue of $6,400, all of which was received in cash, and incurred expenses of
$3,700, all of which were unpaid as of the end of the year. In addition, the company paid
dividends of $2,400 to owners. Assume no other activities occurred during the year.
Golden's liabilities at the end of the year are:

A) $45,200.
B) $44,200.
C) $41,500.
D) $38,800.

145)  Golden Enterprises started the year with the following: Assets $50,000; Liabilities
$15,000; Common Stock $30,000; Retained Earnings $5,000. During the year, the company
earned revenue of $2,500, all of which was received in cash, and incurred expenses of
$1,500, all of which were unpaid as of the end of the year. In addition, the company paid
dividends of $500 to owners. Assume no other activities occurred during the year.

Golden's liabilities at the end of the year are:
A) $15,000.

B) $16,500.

C) $14,000.

D) $16,000.
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146)  Golden Enterprises started the year with the following: Assets $105,000; Liabilities
$35,000; Common Stock $65,000; Retained Earnings $5,000. During the year, the company
earned revenue of $5,500, all of which was received in cash, and incurred expenses of
$3,250, all of which were unpaid as of the end of the year. In addition, the company paid
dividends of $1,500 to owners. Assume no other activities occurred during the year.
Golden's assets at the end of the year are:

A) $113,750.
B) $110,500.
C) $109,000.
D) $112,750.

147)  Golden Enterprises started the year with the following: Assets $50,000; Liabilities
$15,000; Common Stock $30,000; Retained Earnings $5,000. During the year, the company
earned revenue of $2,500, all of which was received in cash, and incurred expenses of
$1,500, all of which were unpaid as of the end of the year. In addition, the company paid
dividends of $500 to owners. Assume no other activities occurred during the year.

Golden's assets at the end of the year are:
A) $52,500.
B) $54,000.
C) $52,000.
D) $53,500.
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148) A company’s financial records at the end of the year included the following amounts:

Cash $ 71,100
Accounts Receivable 29,100
Supplies 5,100
Accounts Payable 11,100
Notes Payable 5,550
Retained Earnings, beginning of year 18,100
Common Stock 51,000
Service Revenue 45,850
Wages Expense 9,100
Advertising Expense 6,100
Rent Expense 11,100
What is the amount of net income on the Income Statement for the year?

A) $28,650

B) $19,550

C) $37,650

D) $90,750

149) A company’s financial records at the end of the year included the following amounts:

Cash $ 70,000
Accounts Receivable 28,000
Supplies 4,000
Accounts Payable 10,000
Notes Payable 5,000
Retained Earnings, beginning of year 17,000
Common Stock 40,000
Service Revenue 53,000
Wages Expense 8,000
Advertising Expense 5,000
Rent Expense 10,000
What is the amount of net income on the Income Statement for the year?

A) $30,000

B) $38,000

C) $88,000

D) $47,000
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150) A company’s financial records at the end of the year included the following amounts:

Cash

Accounts Receivable
Supplies

Accounts Payable
Notes Payable
Retained Earnings, beginning of year
Common Stock
Service Revenue
Wages Expense
Advertising Expense
Rent Expense

$ 70,100
28,100
4,100
10,100
5,050
17,100
41,000
52,350
8,100
5,100
10,100

What is the amount of total assets to be reported on the Balance Sheet at the end of the year?

A) $154,650
B) $112,400
C) $119,400
D) $102,300

151) A company’s financial records at the end of the year included the following amounts:

Cash

Accounts Receivable
Supplies

Accounts Payable
Notes Payable
Retained Earnings, beginning of year
Common Stock
Service Revenue
Wages Expense
Advertising Expense
Rent Expense

$ 70,000
28,000
4,000
10,000
5,000
17,000
40,000
53,000
8,000
5,000
10,000

What is the amount of total assets to be reported on the Balance Sheet at the end of the year?

A) $112,000
B) $102,000
C) $119,000
D) $155,000
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152) A company’s financial records at the end of the year included the following amounts:

Cash $ 70,700
Accounts Receivable 28,700
Supplies 4,700
Accounts Payable 10,700
Notes Payable 5,350
Common Stock 47,000
Retained Earnings, beginning of year 17,700
Service Revenue 48,450
Wages Expense 8,700
Advertising Expense 5,700
Rent Expense 10,700

What is the amount of total stockholders' equity that would be reported on the Balance Sheet
at the end of the year?
A) $64,700
B) $104,100
C) $23,350
D) $88,050

153) A company’s financial records at the end of the year included the following amounts:

Cash $ 70,000
Accounts Receivable 28,000
Supplies 4,000
Accounts Payable 10,000
Notes Payable 5,000
Common Stock 40,000
Retained Earnings, beginning of year 17,000
Service Revenue 53,000
Wages Expense 8,000
Advertising Expense 5,000
Rent Expense 10,000

What is the amount of total stockholders' equity that would be reported on the Balance Sheet
at the end of the year?

A) $30,000

B) $57,000

C) $87,000

D) $102,000
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154)  Puffin Company began the year with assets of $109,000 and liabilities of $79,500. During
the year assets increased by $13,800 and liabilities decreased by $9,900.
What is the amount of Puffin's stockholders' equity at the beginning of the year?
A) $105,000
B) $109,000
C) $29,500
D) $95,200

155)  Puffin Company began the year with assets of $120,000 and liabilities of $90,000. During
the year assets increased by $14,400 and liabilities decreased by $10,800.
What is the amount of Puffin's stockholders' equity at the beginning of the year?
A) $0
B) $30,000
C) $210,000
D) $120,000

156)  Puffin Company began the year with assets of $106,000 and liabilities of $78,000. During
the year assets increased by $13,200 and liabilities decreased by $9,600.
What is the amount of the change in Puffin's stockholders' equity during the year?
A) $3,600 increase
B) $22,800 increase
C) $3,600 decrease
D) $22,800 decrease

157)  Puffin Company began the year with assets of $120,000 and liabilities of $90,000. During
the year assets increased by $14,400 and liabilities decreased by $10,800.
What is the amount of the change in Puffin's stockholders' equity during the year?
A) $3,600 increase
B) $25,200 increase
C) $25,200 decrease
D) $3,600 decrease
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158)  The net income for Year 1 (the first year of operations for the company) was $20,900 and
dividends of $12,450 were paid. In Year 2, the company reported net income of $34,900 and
paid dividends of $5,450. At the end of Year 1, the company had total assets of $159,000. At
the end of Year 2, the company had total assets of $249,000.

What was the amount of retained earnings at the end of Year 1?
A) $18,700
B) $20,900

C) $8,450

D) $17,300

159) The net income for Year 1 (the first year of operations for the company) was $20,000 and
dividends of $12,000 were paid. In Year 2, the company reported net income of $34,000 and
paid dividends of $5,000. At the end of Year 1, the co