

[image: Chart

Description automatically generated with low confidence]
[image: ]
[image: Table

Description automatically generated]
[image: Text, application

Description automatically generated]


[image: Graphical user interface, text

Description automatically generated]

[image: Text

Description automatically generated]
[image: ]
[image: ]
[image: Table

Description automatically generated]
[image: Text

Description automatically generated]
[image: Text

Description automatically generated]
[image: Graphical user interface, application

Description automatically generated]
[image: ]
[image: ]
[image: ]
[image: ]
[image: ]
[image: ]
[image: Text

Description automatically generated with low confidence]
[image: ]
image7.png
7. Boeing acquired equipment from the manufacturer on 6/30/15 and gave a noninterest-bearing note in exchange. Boeing is obligated to pay $550,000 on 4/30/16 to satisfy the obligation in full. If Boeing accrued interest of $15,000 on
the note in its 2015 year-end financial statements, what would the manufacturer record in its 2015 income statement for this transaction?

O A.$550,000 of sales revenue

O B. $15,000 of interest revenue and $525,000 of sales revenue
O €. $15,000 of interest revenue

O D. $25,000 of interest revenue
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in its 12/31/16 balance sheet?

8. On January 1, 2015, Ferret, Inc., adopted the dollar-value LIFO method. The inventory cost on this date was $100,000. The 2015 ending inventory, valued at year-end costs, was $126,000. The relative cost index for this inventory in
2015 was 1.05. Suppose that Ferret's 2016 ending inventory, valued at year-end costs, was $143,000 and that the relative cost index for this inventory in 2016 was 1.10. In determining the inventory balance, which should Ferret report

O A. No additional layers are needed for the 1/1/16 balance.

O B. An additional layer of $23,000 is added to the 1/1/16 balance
O C. An additional layer of $11,000 is added to the 1/1/16 balance.
O D. An additional layer of $22,000 is added to the 1/1/16 balance.
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9. Pi Company reported the following pretax data for its first year of operations.

Net sales 2,800

Cost of goods available for sale | 2,500

Operating expenses 880

Effective tax rate 40%

Ending inventories:

IfLIFO is elected 820

IfFIFO is elected 1,060

What's Pi's gross profit ratio if it elects LIFO?

O A.40%
O B.5%

O C.49%
) D. 80%
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10. Under the dollar-value LIFO retail method, to determine the value of a LIFO layer,

O A. divide the LIFO layer by the layer-year price index and multiply by the layer-year cost-to-retail percentage.
O B. multiply the LIFO layer by the layer-year price index and by the layer-year cost-to-retail percentage

O C. divide the LIFO layer by the layer-year cost-to-retail percentage and muliply by the layer-year price index
O D. multiply the LIFO layer by the base year price index and the current year cost-to-retail percentage.
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11. Under the retail inventory method,

O A. acompany measures inventory on its balance sheet by converting retail prices to cost.
O B.a company measures inventory on its balance sheet on a LIFO basis

O €. acompany measures inventory on s balance sheet at current selling prices

O D. acompany doesn't measure inventory on its balance sheet
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12. Mario Brothers Company adopted the dollar-value LIFO inventory method on January 1, 2015. In applying the LIFO method, Mario Brothers uses internal cost indexes and the multiple-pools approach. The following data were
available for Inventory Pool No. 3 for the two years following the adoption of LIFO:

Ending Inventory

AtCurrent |At Base
Year Cost Year Cost | Cost Index
1/1/2015 $300,000 $300,000 1.00
12/31/2015 345,600 320,000 1.08
12/31/2016 420,000 350,000 1.20

Under the dollar-value LIFO method, the inventory at December 31, 2016, should be:

A. $357,600.
O B.$600,120
O €. 351,600
O D. $350,000
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13. The Do-It-Yourself Hardware began 2015 with a credit balance of $32,000 in the allowance for sales returns account. Sales and cash collections from customers during the year were $650,000 and $610,000, respectively. The Do-It-
Yourself estimates that 6% of all sales will be returned. During 2015, customers returned merchandise for credit of $28,000 to their accounts. What's the balance in the allowance for sales retumns account at the end of 20152

O A.$21,000
O B.$39,000
O C.$43,000
O D.$11,000
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14. South Coast Down Co. started 2015 with $94,000 of merchandise inventory on hand. During 2015, $400,000 in merchandise was purchased on account with credit terms of 1/15, n/45. All discounts were taken. Purchases were all
made f.0.b. shipping point. South Coast paid freight charges of $7,500. Merchandise with an invoice amount of $5,000 was returned for credit. Cost of goods sold for the year was $380,000. South Coast uses a perpetual inventory
system. Assuming South Coast uses the gross method to record purchases, what's the cost of goods available for sale?

O A.$492,550
O B.$492,500
O C.$490,500
O D. $496,500
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15. Clam Bake Co. (CBC) started 2015 with $52,000 of merchandise on hand. During 2015, $280,000 in merchandise was purchased on account with credit terms of 2110 n/30. All discounts were taken. Purchases were all made f.0.b.
shipping point. CBC paid freight charges of $9,000. Merchandise with an invoice amount of $4,000 was returned for credit. Cost of goods sold for the year was $316,000. CBC uses a perpetual inventory system. Assuming CBC uses
the gross method to record purchases, ending inventory would be

O A. 521,000
O B.$15,480.
O €.$6,480
O D. $15,400.
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16. On April 1 of the current year, Twin Peaks Company factored receivables with a carrying value of $85,000 for $60,000 in cash from Fenders Lenders. The transfer was made without recourse. On April 1, Twin Peaks would
O A. debit discount on liability for $25,000

O B. debit loss on sale of receivables for $25,000

O C. credit deferred interest expense for $25,000

O D. credit factored accounts receivable for $85,000.
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17. Alaska Inc., through no fault of its own, lost an entire plant due to an earthquake on May 1, 2015. In preparing their insurance claim on the inventory loss, they developed the following data: Inventory January 1, 2015, $300,000;
sales and purchases from January 1, 2015, to May 1, 2015, $1,300,000 and $875,000, respectively. Alaska consistently reports a 40% gross profit. The estimated inventory on May 1, 2015, is

O A. 395,000
O B.$302,500
O €. 360,000
O D. $455,000
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18. On January 1, 2015, Ferret, Inc., adopted the dollar-value LIFO method. The inventory cost on this date was $100,000. The 2015 ending inventory, valued at year-end costs, was $126,000. The relative cost index for this inventory in
2015 was 1.05. What inventory balance should Ferret report on its 12/31/15 balance sheet?

O A.$120,000
O B.$126,000
O €.$121,000
O D.$100,000
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19. South Coast Down Co. started 2015 with $94,000 of merchandise inventory on hand. During 2015, $400,000 in merchandise was purchased on account with credit terms of 1/15, n/45. All discounts were taken. Purchases were all
made f.0.b. shipping point. South Coast paid freight charges of $7,500. Merchandise with an invoice amount of $5,000 was returned for credit. Cost of goods sold for the year was $380,000. South Coast uses a perpetual inventory
system. What's ending inventory assuming South Coast uses the gross method to record purchases?

O A.$112,490
O B.$116,500
O €.$112,550
O D.$120,300
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20. Tannis Design began 2015 with accounts receivable of $115,000. All sales are made on credit. Sales and cash collections from customers for the year were $780,000 and $700,000, respectively. Cost of goods sold for the year was
$450,000. What was Tannis's receivables turnover ratio (rounded) for 2015?

O A.678
O B.4.00
O C.503
O D.2.90
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Question 1 0f 20 :
Select the best answer for the question.

1. Noodle, Inc., adopted dollar-value LIFO (DVL) as of January 1, 2015, when it had a cost inventory of $600,000. Its inventory as of December 31, 2015, was $667,800 at year-end costs and the cost index was 1.06. What was DVL.
wentory on December 31, 20152

O A.$630,000
O B.$636,000
O C. 667,800
O D.$631,800




image2.png
2. The Do-lt-Yourself Hardware began 2015 with a credit balance of $32,000 in the allowance for sales returns account. Sales and cash collections from customers during the year were $650,000 and $610,000, respectively. The Do-It-
Yourself estimates that 6% of all sales will be returned. During 2015, customers returned merchandise for credit of $28,000 to their accounts. The Do-It-Yourself's 2015 income statement would report net sales of:

O A.$611,000

O B.$607,000

O C.$646,000

O D.$622,000
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3. Pi Company reported the following pretax data for i

Net sales 2,800
Cost of goods available for sale | 2,500
Operating expenses 880
Effective tax rate 40%
Ending inventories:

If LIFO is elected 820
If FIFO is elected 1,060

What's Pi's net income if it elects FIFO?

O A.5144
O B.5288
O C.5480
O D.$1,360

first year of operations:




image4.png
4. When using the gross profit method to estimate ending inventory, it's not necessary to know

O A. beginning inventory.
O B. net purchases.

O C. net sales

O D. cost of goods sold.
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5. On July 8, a fire destroyed the entire merchandise inventory on hand of Able Wholesale Corporation. The following information is available:

Sales, January 1 through July 8 700,000

Inventory, January 1 130,000

Purchases, January 1 through July 8| 640,000
Gross profit ratio 30%

What's the estimated inventory on July 8 immediately prior to the fire?

O A.$490,000
O B.$192,000
O €.§510,000
O D. 280,000
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6. Bobby Corporation has determined its year-end inventory on a FIFO basis to be $500,000. Information pertaining to that inventory is as follows:

Selling price $520,000
Disposal costs 30,000
Normal profit margin | ~ 60,000
Replacement cost | 440,000

What should be the carrying value of Bobby's inventory?

O A. $440,000
B. $500,000
O C. $490,000
O D. $430,000





