 Accounting           Name  
Test 2
Fill in Questions

perpetual  inventory   1.   Name the type of inventory system which uses barcodes and 
                                          maintains a continuous inventory valuation.

Periodic inventory      2.   Name the type of inventory system which requires a physical 
                                         inventory being taken to determine cost of goods sold.


Direct material, 
work in progress, 
finished goods.         3.   List the three stages or forms of inventory as to completion.

direct material          4.  List the three types of inventory valuation.
work in progress
finished goods

Gross profit                 5.  Sales minus expenses equals ___________?

Equity                         6.  Assets equals Liabilities plus  __________ ?


Straight-Line.             7.   The  type of depreciation which yields the same percentage 
                                          each year.

_________________  8.  The type of depreciation described as an accelerated form of 
                                         depreciation and yields twice the same percentage rate method.

_________________  9.  Which statement using the operating, financing and investing
                                          sections?

________________ 10.   Net income after taxes and depreciation divided by common
                                         stock shares outstanding is called  _____ ?











 Accounting
Test 2
True or False
_____  1. The Sarbanes-Oxley Act of 2002 applies to all publicly held companies and privately  
                  held companies.
           _____ 	2.  Internal controls are the policies and procedures adopted by management to safeguard
                              its assets, process information accurately, and ensure compliance with applicable  
                              laws.
             _____   3. In preparing a bank reconciliation, the amount of deposits in transit is deducted from
                              the balance per bank statement.
 
             ______ 4. In preparing a bank reconciliation, the amount of a check omitted from the depositor's 
                              records is added to the balance per depositor's records.
	   
            _____  5. Outstanding checks are checks that have been issued, but have NOT cleared the bank.

  _____  6. All receivables that are expected to be realized in cash within a year are presented in
                   the current assets section of the balance sheet.

             _____  7. The maturity value of a 12%, 60-day note for $1,000 is $120.

              ______  8. Allowance for Doubtful Accounts is a contra asset account.

               ______ 9. The difference between the total receivables and the balance in Allowance for
                                Doubtful Accounts at the end of a period is referred to as the net realizable value of
                                the accounts receivable.

    ______ 10. The balance in Allowance for Doubtful Accounts at the end of a period is reported 
                      on the income statement as an operating expense.
                ______ 11. A capital expenditure is classified on the income statement under operating
                                   expenses.
		     ______ 12. If the useful life of an asset is 5 years, the straight line rate is 20% per year.

		      _____  13. Expenditures made to extend an asset’s life are deemed revenue expenditures.

                 _____   14. Residual value is ignored under declining balance depreciation except for the final
                                     year.
		      _____  15. Goodwill equals the purchase price of a company over the fair market value of its 
                                    net assets.
                _____ 16. FICA tax is a payroll tax that is paid by both the employee and the employer.

                _____ 17. If the market rate of interest is 8% and a corporation's bonds bear interest at 7%,
                                    the bonds will sell at a discount.
      _____ 18. If 50,000 shares are authorized, 35,000 shares are issued, and 1,000 shares are 
                         reacquired, the number of outstanding shares is 36,000.

                  ______ 19. Cash dividends are normally paid on shares of treasury stock.

                  ______ 20. The declaration of a cash dividend decreases a corporation's stockholders' equity 
                                      and decreases its assets.
 Accounting
Test 2
Multiple Choice

           _____ 1.       Accompanying the bank statement was a credit memorandum for a short-term note collected by the bank for the customer. What adjustment is required in the depositor's accounts?
	a.
	increase Notes Receivable; decrease Cash

	b.
	increase Cash; increase Miscellaneous Income

	c.
	increase Cash; decrease Notes Receivable

	d.
	increase Accounts Receivable; decrease Cash



           _____  2. What adjustment is required in the depositor's accounts to record outstanding checks?
	a.
	None

	b.
	increase Cash; decrease Accounts Receivable

	c.
	increase Cash; increase Accounts Payable

	d.
	increase Accounts Receivable; decrease Cash




          _____  3. Allowance for Doubtful Accounts has an unadjusted balance of $800 at the end of the year, and an analysis of accounts in the customers ledger indicates doubtful accounts of $15,000. Which of the following records the proper provision for doubtful accounts?
	a.
	increase Uncollectible Accounts Expense, $800; increase Allowance for Doubtful Accounts, $800

	b.
	increase Uncollectible Accounts Expense, $14,200; increase Allowance for Doubtful Accounts, $14,200

	c.
	decrease Allowance for Doubtful Accounts, $800; decrease Uncollectible Accounts Expense, $800

	d.
	decrease Allowance for Doubtful Accounts, $15,800; decrease Uncollectible Accounts Expense, $15,800



           _____  4. The term "inventory" indicates:
	a.
	merchandise held for sale in the normal course of business

	b.
	materials in the process of production or held for production

	c.
	both a and b

	d.
	neither a nor b



           _____  5. Under which method of inventory cost flows is the cost flow assumed to be in the reverse order in which the expenditures were made?
	a.
	average cost

	b.
	last-in, first-out

	c.
	first-in, first-out

	d.
	last-in, last-out



           _____ 6. Which of the following expenditures would NOT be included in the cost of an asset?
	a.
	Freight costs

	b.
	Vandalism

	c.
	Sales tax

	d.
	Costs of clearing land




 Accounting
Test 2
Multiple Choice

            _____  7.  A company acquired some land for $80,000 to construct a new office complex. Legal fees paid were $2,300, delinquent taxes assumed were $3,400 and $5,850 was paid to remove an old building from which salvaged materials sold for $950. What is the cost basis for the land?
	a.
	$90,600

	b.
	$91,550

	c.
	$88,150

	d.
	$87,200



           _____  8. Book value is defined as __________.
	a.
	Current market value less residual value

	b.
	Cost less residual value

	c.
	Current market value less accumulated depreciation

	d.
	Cost less accumulated depreciation















_____  9. The effect on the accounts and the financial statements of the payment of an ordinary note is a(n):
	a.
	decrease in Notes Payable, an increase in Interest Receivable, and a decrease in Cash

	b.
	decrease in Notes Payable, an increase in Interest Expense, and a decrease in Cash

	c.
	decrease in Accounts Payable and a decrease in Cash

	d.
	increase in Cash and an increase in Notes Payable

	
	

	
	






















            ____ 10. A company sold 200 shares of common stock with a par vale of $5 at a price of $12 per share. What is the effect on the accounts of this transaction?
	a.
	Increase cash $2,400; Increase retained earnings $2,400

	b.
	Increase cash $1,000; Increase common stock $1,000

	c.
	Increase cash $2,400; Increase common stock $1,000 and Increase Paid in Capital $1,400

	d.
	Increase cash $2,400; Increase common stock $1,400 and Increase Paid in Capital $1,000

	

	




		_____  11.    Based on the following data for the current year, what is the accounts receivable turnover?

	Net sales on account during year
	$ 517,500

	Cost of merchandise sold during year
	375,000

	Accounts receivable, beginning of year
	50,000

	Accounts receivable, end of year
	40,000

	Inventory, beginning of year
	110,000

	Inventory, end of year
	140,000



	a.
	12.9                  b.  11.5               c.        10.35               d.  6.67
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Test 2
							Multiple Choice           


	            ______12.   Based on the following data for the current year, what is the number of days' sales in accounts receivable?

	Net sales on account during year
	$1,095,000

	Cost of merchandise sold during year
	700,000

	Accounts receivable, beginning of year
	47,500

	Accounts receivable, end of year
	37,500

	Inventory, beginning of year
	 190,000

	Inventory, end of year
	220,000



a.  12.5             b.  14.17              c.   25.76                d.  none of the above
	  
	



______13.    Based on the following data for the current year, what is the number of days' sales in inventory?

	Net sales on account during year
	$1,204,000

	Cost of merchandise sold during year
	620,500

	Accounts receivable, beginning of year
	75,000

	Accounts receivable, end of year
	85,000

	Inventory, beginning of year
	81,600

	Inventory, end of year
	98,600



	a.
	53                      b.  43                       c.    20                           d.  25

	
	



           ______14.    Which of the following is NOT included in the computation of the quick ratio?

	a.
	Inventory             

	b.
	marketable securities

	c.
	accounts receivable

	d.
	Cash




_____  15.  Which of the following is not a profitability analysis ratio?

a)   earnings per share
b)   price-earnings ratio
c)   rate earned on stockholders’ equity
d)  current ratio

