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7. Jungle Company wishes to earn 20% annually on its investments. If it makes an investment that equals or exceeds that rate, it considers it a success. Assume that it invests $2 million and gets $500,000 in return at the end of each
year for x years. What's the minimum value of x for which it will consider the investment a success? Assume that it can't invest for fractional parts of a year.

O A.4years
O B.7years
O C.6years
O D.9years

O Mark for review (Will be highlighted on the review page)
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8. On May 1, Rat Race Co. agreed to sell the assets of its Footwear Division to Mike's Inc. for $80 million. The sale was completed on December 31, 2015. The following additional facts pertain to the transaction:
« The Footwear Division qualifies as a component of the entity according to GAAP regarding discontinued operations.

« The book value of Footwear's assets totaled $48 million on the date of the sale.
« Footwear's operating income was a pretax loss of $10 million in 2015.
« RatRace's income tax rate is 40%.

Suppose that the Footwear Division's assets had not been sold by December 31, 2015, but were considered held for sale. Assume that the fair value of these assets at December 31 was $40 million. In the 2015 income statement for Rat
Race Co., it would report a loss from discontinued operations of

O A.$18 million.
O B. $10.8 million
O C. $3 million

O D. $10 million.
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9. Extraction Mining is obligated to restore leased land to its original condition after its excavation activities are over in three years. The cash flow possibi

ies and probabilities for the restoration costs in three years are as follows:
Cash Outflow Probability

$100,000 40%
150,000 30%
200,000 30%

The company's credit-adjusted risk-free interest rate is 5%. The liabi

that Extraction must record at the beginning of the project for the restoration costs is
O A.$172,768

O B.$129,576
O €.$125,257.
O D. $145,000
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10. Sasha’s Florist reported the following before-tax income statement items for the year ended December 31, 2015:

Operating Income | $250,000
Extraordinary gain| $70,000

All income statement items are subject to a 40% income tax rate. In its 2015 income statement, Sasha's separately stated income tax expense and total income tax expense would be

O A.$128,000 and $128,000, respectively.
O B.$100,000 and $128,000, respectively.
O €. $128,000 and $100,000, respectively.
O D.$100,000 and $100,000, respectively.
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11. YoYo Phones sells smartphones with an unconditional right to return the phone if the customer isn't satisfied. YoYo has a long history selling these phones under this returns policy and can provide precise estimates of the
amount of returns associated with each sale. YoYo most likely should recognize revenue

O A. when YoYo Phones receives cash from the customer.
O B.when a customer returs a smartphone

O C. when YoYo Phones delivers a smartphone to a customer, ignoring potential returns.

O D. when YoYo Phones delivers a smartphone to a customer, in an amount that is reduced by the expected returns.
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12. Present and future value tables of $1 at 3% are presented below:

N Fvs$1 PV$1 FVAS1 PVA$1 FVADS$1 PVAD $1
1.030000|0.97087 | 1.0000| 0.97087| 1.0300| 1.00000

1.06090 | 0.94260 | 2.0300| 1.91347| 2.0909 1.97087

1.09273|0.91514 | 3.0909| 2.82861| 3.1836| 2.91347

1.12551|0.88849 | 4.1836| 3.71710| 4.3091| 3.82861

1.16927 | 0.86261| 5.3091| 4.57971| 56.4684| 4.71710

1.19405 | 0.83748 | 6.4684| 5.41719| 6.6625| 5.57971

1.22987|0.81309 | 7.6625| 6.23028| 7.8923| 6.41719

1.26677 | 0.78941| 8.8923 | 7.01969| 9.1591| 7.23028

1.30477 | 0.76642 | 10.1591 | 7.78611| 10.4639| 8.01969

0| 1.34392|0.74409 | 11.4639 | 8.53020| 11.8078| 8.78611

11| 1.38423(0.72242|12.8078 | 9.25262| 13.1920| 9.53020

12| 1.42576(0.70138 | 14.1920 | 9.95400| 14.617810.25262

13| 1.46853|0.68095|15.6178 | 10.63496 | 16.0863 | 10.95400

14| 1.5612590.66112|17.0863 | 11.29607 | 17.5989 | 11.63496

15| 1.55797 |0.64186 | 18.5989 | 11.93794 | 19.1569 | 12.29607

16| 1.604710.62317 | 20.1569 [ 12.56110| 20.7616 | 12.93794

Amy wants to sell her share of an investment to Ted for $50,000 in three years. If money is worth 6% compounded semiannually, what would Amy accept today?

O A.$41,000
O B.$8375

O C.541874
O D.§11,941
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O A. Between 5.5% and 6%

13. Matata Company pays $10 million at the beginning of each year for 10 years to Latte Inc. for a building with a fair value of $75 million. What interest rate is Latte earning on financing this land sale?
O B. Between 13% and 14%

O C. The answer can't be determined from the given information.
O D. Between 7% and 8%
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14. BurnMe.com (BM) sells fireworks over the Internet. Customers access BurnMe's website and select particular products, and BurnMe refers the customer order to a fireworks manufacturer who fulfills the order, ships to the
customer, and pays BurnMe a 20% commission. Which of the following is true about BurnMe?

O A. BM's income statement would report gross revenue and cost of sales associated with these transactions.
O B.BM is primarily responsible for providing the product to the customer.

O C. BM warehouses inventory.

O D.BM is an agentin this transaction
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15. Race Corporation's results for the year ended December 31, 2016, include the following material items:

Sales revenue 6,200,000
Cost of goods sold 3,800,000
Selling and administrative expenses| 1,300,000
Loss on sale of investments 200,000
Loss on discontinued operations 500,000
Loss on impairment 80,000

Race Corporation’s income from continuing operations before income taxes for 2016 is

A. 320,000
O B.$900,000
€. $820,000
O D. $880,000
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16. Iris Scott is an artist who sells his work under consignment (he displays his work in local barbershops, and customers purchase his work there). Scott recently transferred a painting on consignment to a local barbershop. Scott
most likely should recognize revenue when

O A. he transfers the painting to a barbershop.
O B. the barbershop sells the painting.

O C. he paints the painting, because the painting is produced while he works
O D. the barbershop’s right of return expires
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17. Present and future value tables of $1 at 9% are presented below.

PV of $1 FVof$1 PVAof $1 FVAD of $1 FVA$1
0.91743| 1.09000| 0.91743 1.09000 | 1.0000

0.84168 | 1.8810| 1.75911 22781 2.0900
0.77218| 1.29503 | 2.53129 3.5731| 3.2781

0.70843 | 1.41158| 3.23972 4.9847 | 4.5731

0.64993 | 1.53862| 3.88965 6.5233 | 5.9847

olo[slo[w][=

0.59627 | 1.67710| 4.45892 8.2004 | 7.5233

REI Inc. purchased a five-year certificate of deposit for its buil

ling fund in the amount of $220,000. How much should the certificate of deposit be worth at the end of five years if interest is compounded at an annual rate of 9%?

O A.$855,723
O B.$142,985
O €. 319,000
O D.$338,496
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O A. Acash outflow of $12 million
O B. Acash outflow of $82 million
O C. Acash outflow of $80 million
O D. Acash outflow of $78 million

18. Shadow Lane's income tax payable account decreased from $14 million to $12 million during 2015. If its income tax expense was $80 million, what would be shown as an operating cash flow under the direct method?
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19. On June 1, Lucy & Bros. received an order for 500 cupcakes. Lucy delivered the cupcakes to the client on June 25. A $50 deposit was received on June 5 and the remaining $450 was paid on June 30. Lucy likely would recognize
revenue on

O A.June 1
O B.June 25.
O C.June5.
O D. June 30.




image20.png
20. Montana Co. began a construction project in 2015 that will provide it $150 million when it's completed in 2016. During 2015, Montana incurred $36 million of costs and estimates an additional $84 million of costs to complete the
project. Using the percentage-of-completion method, Montana recognized on the project in 2015.

O A.$36 milion loss

© B. $9 million gross profit

O €. $6 million loss

O D. no gross profit or loss
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1. Present and future value tables of $1 at 9% are presented below.

PV of $1 FVof$1 PVAof $1 FVAD of $1 FVA$1
0.91743| 1.09000| 0.91743 1.09000 | 1.0000
0.84168 | 1.8810| 1.75911 22781 2.0900
0.77218| 1.29503 | 2.53129 3.5731| 3.2781
0.70843 | 1.41158| 3.23972 4.9847 | 4.5731
0.64993 | 1.53862| 3.88965 6.5233 | 5.9847
0.59627 | 1.67710| 4.45892 8.2004 | 7.5233

olo[slo[w][=

How much must be invested now at 9% interest to accumulate to $10,000 in five years?

O A.$5500
B.$9,176
€. 56,499
O D. $5,960
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2. Spokane Inc. offers a new employee a lump sum signing bonus at the date of employment. Alternatively, the employee can take $30,000 at the date of employment and another $50,000 two years later. Assuming the employee's time
value of money is 8% annually, what lump sum at employment date would make her indifferent between the two options?

O A.$60,000
O B.S72,867
O C.$62,867
O D. $80,000
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3. Excerpts from Peg Co.'s December 31, 2016 and 2015, financial statements and key ratios are presented below (all numbers are in millions):

2016 2015
Accounts receivable (net)| $20| $16
Net sales $115| 100
Cost of goods sold $60| 55
Net income $20| 17
Inventory turnover 522
Return on assets 10.3%
Equity Multiple 236

Peg Co.s return on equity for 2018 is (rounded)

O A.9%.
O B.22%
O C.174%
D D.243%.
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4. Taiwan Electronics reported revenue of $5,000,000 for its year that ended December 31, 2015. Accounts receivable at December 31, 2014 and 2015, were $320,000 and $355,000, respectively. Using the direct method for reporting
cash flows from operating activities, Taiwan Electronics would report cash collected from customers of

O A. 5,045,000
O B. $5,035,000
O C. $4,965,000.
O D. $5,000,000.
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5. Safari Inc. offers a new employee a lump sum signing bonus at the date of employment. Alternatively, the employee can take $8,000 at the date of employment plus $20,000 at the end of each of his first three years of service.
Assuming the employee's time value of money is 10% annually, what lump sum at employment date would make him indifferent between the two options?

O A.$62,711
O B.$8,000
O €.§57,737
O D.523,026
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6. During its 2016 fiscal year, Jacobsen Inc. reported before-tax income of $620,000. This amount does not include the following two items, both of which are considered to be material in amount:

Unusual Gain $200,000
Loss on discontinued operations | (300,000)

The company's income tax rate is 40%.
Jacobsen Inc. prepares its financial statement applying International Financial Reporting Standards (IFRS). In its 2016 income statement, Jacobsen Inc. would report income from continuing operations of

O A.$312,000
O B.$620,000
O €.$372,000
O D. $492,000.




