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PROBLEM I - Multiple Choices Set A (2 points each, 26 points in total)

1. It is normally accepted that men should have less than 18% total body fat and women 23% or less.
However, experts suggest that an excess is not particularly dangerous to health until an individual
35% and 40% total body fat separately.

(A)achieves (B) arrives (C) accommodates (D ) accumulates

2. The cheapest way to provide water in the dry tropics is through small-scale projects, such as gathering

rainfallin  and pumping it to cropland.
(A) dents (B) depressions (C) ponds (D) dimples
3. Schools these days are _ with complex questions on how to deal with cyberbullying.
(A) absconded (B) contacted (C) manipulated (D) confronted
4. One of the assumptions on which Frito-Lay bases its dcyelopment ~__is that consumers
worldwide today are attracted by global brands.
(A) strength (B) weakness (C) strategy (D ) manipulation
5. The automatic | . ’sdownside is the wand-shaped console lever that can leave a driver restless..
(A) transmission (B) transference (C)/transcript (D) transection
6. Weaknessand | ' are terms that are often.used as if they mean the same things, but in fact they
describe two different sensations.
(A) faint (B).. potency (C) fatigue (D) swoon
7. Weshould develop | [ ‘eonscience in order to build & caring world.
(A) communal (B) community (C) social (D) collective
8. It is predicted that in decades machines of silicon will arise first to ~_ and then exceed their
human ancestors.
(A) unite (B) ally (C).league (Dysrival
9. Thereare living in every habitable nook and cranny of the Earth.
(A) ova (B) viruses (C) sperms (D) bacteria
10. Some people think that feeding both the jailer and the prisoner is not a sustainableor ~ policy.
(A) ludicrous (B) sensible (C) absurd (D) ridiculous

11. At the present level of research spending, it is difficult to make any significant progress in the
of energy from the sum.

(A) Arrangement (B) stipulation (C) provision (D) condition
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12. - cultural differences have led to an unparalleled increase in global public relations.

(A) Expanding (B) Shrinking (C) Increasing (D) Raising

13. Aboywhowas _inthe toilet of his home in Japan for 11 days by his mother and rescued later
has told police she gave him only bread for his meal since last fall.

(A)hampered (B) obstructed (C) cramped (D) confined

PROBLEM II - % F 7] 3% X B % #13% ALl € + X (24 points)

According to the 2014 survey study focused on Awstralia’s top accounting firms, fee negotiations, revenue
generation and competitive activity are the'three big busincss challenges for accounting firms in the current

market conditions.

As clients continue to push price”down, accounting firms have and/or.are in the process of implementing
systems and technologies to drive further efficicncies.and reduce expenses. The need to win new business and
increased competition has tesulted in the entry of the Big 4 inte the middle tier market and the emergence and
expansion of non-traditional competitors with different business models. As the industry becomes
hyper-competitive it is crucial for accounting firms to deepen their understanding of clients and the real reasons

for clients’ purchasing decisions.

In line with one of the key challenges facing accounting firms, clients rate price as the second most critical
factor when making the final purchase decision. That said, it is of immense importance for accounting firms to

invest in building client relationships and.champion business development.

PROBLEM III - Multiple Chcices Set B (2 points each, 20 points in total)

Architecture is the art and science of designing structures that organize and enclose space for practical and
symbolic purposes. Because architecture-grows out of human.needs and aspirations, it clearly communicates

cultural values. Of all the visual arts, architecture affects our lives most directly for it determines the character

of the human environment in major ways.

Architecture is a three-dimensional form. It utilizes space, mass, texture, line, light, and color. To be
architecture, a building must achieve a working harmony with a variety of elements. Humans instinctively seek
structures that will shelter and enhance their way of life. It is the work of architects to create buildings that are
not simply constructions but also offer inspiration and delight. Buildings contribute to human life when they
provide shelter, enrich space, complement their site, suit the climate, and are economically feasible. The client
who pays for the building and defines its function is an important member of the architectural team. The

mediocre design of many contemporary buildings can be traced to both clients and architects.
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In or;ier for the stfuctu‘re to achieve the size and strength necessary to meet its purpose, architecture employs
methods of support that, because they are based on physical laws, have changed little since people first
discovered them-even while building materials have changed dramatically. The world’s architectural structures
have also been devised in relation to the objective limitations of materials. Structures can be analyzed in terms
of how they deal with downward forces created by gravity. They are designed to withstand the forces of
compression (pushing together), tension (pulling apart), bending, or a combination of these in different parts of

the structure.

Even development in architecture has been the result of major technological changes. Materials and methods of
construction are integral parts of the design of architeeturg structures. In earlier times it was necessary to design
structural systems suitable for the materials that'were available, such as wood, stone, brick. Today technology
has progressed to the point where it is possible to invent new building materials to suit the type of structure
desired. Enormous changes in_materials and techniques of construction within the last few generations have
made it possible to enclose’Space with much greater easc and speed and with aminimum of material. Progress in
this area can be measured by the difference.in weight between.buildings built now. and those of comparable size

built one hundred ago.

Modemn architectural forms generally have three separate components comparable to elements of the human
body; a supporting skeleton or frame, an outer skin enclosing the interior spaces, equipment, similar to the
body’s vital organs and. systems. The equipment includes plumbing, electrical wiring, hot water, and
air-conditioning. Of course in early architecture—such as igloos and adobe structures—there was no such

equipment, and the skeleton and skin were,often one.

Much of the world’s great architecture has been constructed of stone because of its beauty, permanence, and
availability. In the past, whole\cities grew from the arduous task of cutting and piling stone upon. Some of the
world’s finest stone architecture ¢an be seen in the/fuins of'the ancient Inca city of Machu Picchu high in the
eastern Andes Mountains of Peru. The doorways and windows are made possible by placing over the open
spaces thick stone beams that support the weight from above. A structural invention had to be made before the
physical limitations of stone could be overcome and new architectural forms could be created. That invention
was the arch, a curved structure originally made of separate stone or brick segments. The arch was used by the
early cultures of the Mediterranean area chiefly for underground drains, but it was the Romans who first
developed and used the arch extensively in aboveground structures. Roman builders perfected the semicircular
arch made of separate blocks of stone. As a method of spanning space, the arch can support greater weight than
a horizontal beam. It works in compression to divert the weight above it out to the sides, where the weight is
borne by the vertical elements on either side of the arch. The arch is among the many important structural

breakthroughs that have characterized architecture throughout the centuries.
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According to paragrai)h 1, all of the following staterﬁents about architecture are true EXCEPT:
a. Architecture is visual art.

b. Architecture reflects the cultural values of its creators.

c. Architecture has both artistic and scientific dimensions.

d. Architecture has an indirect effect on life.

_ Which of the sentences below best expresses the essential information in the first sentence of paragraph 3?

a. Unchanging physical laws have limited the size and strength of buildings that can be made with materials

discovered long ago.
b. Building materials have changed in ordertesinerease architectural size and strength, but physical laws of

structure have not changed.
c. When people first started to build, the structural methods used to provide strength and size were
inadequate because they were'not based on physical laws.

d. Unlike building materials, the methods of support used in architecture have not changed over time

because they are based on physical laws.

The word “devised” in the passage is closest in meaning to
a. Combined

b. Created

¢. Introduced

d. Suggested

The word “integral” is closet in meaning to
a. Essential
b. Variable
c. Practical

d. Independent

According to paragraph 4, which of the following is true about materials used in the construction of

buildings?

a. Because new building materials are hard to find, construction techniques have changed very little from
past generations.

b. The availability of suitable building materials no longer limits the types of structures that may be built.

c. The primary building materials that are available today are wood, stone, and brick.

d. Architects in earlier times did not have enough building materials to enclose large spaces.
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. In paragraph 4, what_ does the author imply abbut modern buildings?

. Which of the following correctly characterizes the relationship between the human body and architecture

. The word “arduous’” in the passage is closest in meaning to
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a. They occupy much less space than buildings constructed one hundred years ago.
b. They are not very different from the building of a few generations ago.
c. The weigh less in relation to their size than buildings constructed one hundred years ago.

d. They take a long time to build as a result of their complex construction methods.

that is described in paragraph5?

a. Complex equipment inside buildings is the one element in modern architecture that resembles a
component of the human body.

b. The components in early buildingsWereiSimilar toithreesparticular elements of the human body.

¢. Modern buildings have components that are as likely to'change as the human body is.

d. In general, modern buildings'-more closely resemble the human-body than earlier buildings do.

a. Difficult
b. Necessary
c. Skilled

d. Shared

Why does the author include a description of how the “doorways andiwindows” of Machu Picchu were

constructed?

a. To indicate that the combined skeletons-and skins.of'the stone buildings of Machu Picchu were similar to
igloos and adobe structures

b. To indicate the different kinds of stones that had to be cut to build Machu Picchu

¢. To provide an illustration ofithe kind of construction that was required before arches were invented

d. To explain how ancient builders reduced the amount of time necessary to construct buildings from stone.

According to paragraph 6, which of the following statements is true of the arch?

a. The Romans were the first people to use the stone arch.

b. The invention of the arch allowed new architectural forms to be developed.

¢. The arch worked by distributing the structural of a building toward the center of the arch.

d. The Romans followed earlier practices in their use of arches.
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PROBLEM IV - % X B4 A (15 )

Do you agree or disagree with the following statement?

“Technical change is increasingly taking the form of capital that effectively substitutes for labour.”

Use specific reasons and examples to support your answers.

PROBLEM YV - 3% X &4 B (15 o)
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Sunny Company produces four products at the splitoff point: A, B, C, and D. Product A, B, and C are joint
products and become separately identifiable at a single splitoff point. Product D is a byproduct. The company
needs to allow 20% of revenues for marketing costs on Product D. No joint cost is to be allocated to the
byproduct. In December, Sunny Company had joint production costs of $150,000 to yield 4,800 pounds of
Product A, 5,000 pounds of Product B, 8,000 pounds of Product C, and 5,000 pounds of Product D. Product C
and Product D were sold without further processing at $10 and $5 per pound, respectively. Sales during
December are 8,000 pounds of Product C and 4,000 pounds of Product D. 4,800 pounds of Product A was
further processed to yield 5,000 pounds of Product AA at additional processing costs of $35,000 and sold for
$16 per pound. 5,000 pounds of Product B_was further pracessed to yield 6,000 pounds of Product BB at
additional processing costs of $45,000 and sold for $20 per pound. Sales during December are 4,000 pounds of
Product AA and 5,000 pounds of Product BB. The company had no beginning inventories. Sunny Company had
the option of selling Product Aand Product B at the splitoff point. A pound-ef Product A could be sold at splitoff
for $10 and the selling price of Product B could be $14-per-pound.

R equired: (for (1) and(2), please round your answer to two decimal places)

(1) Assume that Sunny Company allocates the joint ‘costs to joint products using the net realizable value
(NRV) method and accounts for the byproduct using the sales method. What is the unit cost per pound for
Product AA?

(2) Assume that Sunny Company allocates the joint costs using the sales value'at splitoff method and accounts
for the byproduct using the production method. What'is the unit cost per pound for Product BB?

(3) According to the data above, if Sunny Company allocates the joint costs using the physical-measure
method and accounts for the byproduct using the production method, what combination of products should

Sunny sell to maximize profits?

% =#8 (15 %)
Delta Company has two divisions, Alpha and Beta. The company treats its divisions as profit centers and allows

division managers to choose their sources of sale and supply. The Alpha Division produces electric motors, 25%
of which are sold to Beta Division and the remainder to outside customers on the intermediate market. Alpha
Division, which is operating at 100% of capacity of 1,000 motors per month, sales 750 units monthly to the
outside market at a price of $200 per motor. Total manufacturing cost per motor, based on a denominator level
of 12,000 output units per year, is $120 (20% fixed). Nonmanufacturing cost per motor is $60 (40% fixed). $8

per unit in variable nonmanufacturing costs can be avoided on intracompany sales.
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R equired: The followmg situations refer only to the preceding data; there is no connection among the situations.

(1) Assume that internal transfers are made at 140% of full manufacturing cost. Alpha Division has an
opportunity to sell to a new outside customer the 250 units now committed to Beta Division at $190 per
unit. Beta could purchase its requirements from an outside supplier at a price of $200 per unit. If the Alpha
Division takes on the new customer and the Beta Division purchases its requirements from an outside

supplier, what will be the effect on the monthly profits of the company as a whole?

(2) Assume that internal transfers are made at 140% of full manufacturing cost. Beta Division has an
opportunity to purchase 250 identical quality electric motors from an external supplier at a cost of $160
per unit on a continuing basis. Assume that the Alpha Division can sell the 250 motors now committed to
Beta Division to outside customers for $200-each™Wihat will be the effect on the monthly profits of the
company as a whole if Beta Division purchases motors fiom the external supplier rather than from Alpha
Division?

(3) Assume that the two divisiens arc_free to negotiate a transfer price. Due to increased demand, Beta
Division wants to purchaseé 400 motors from_ Alpha Division rather than 250 next month. In order to
maintain the same quality level, the Beta Division will purchase motors from the single source of supply.

What is the lowest acceptable transfer price from the perspectiveiofithe Alpha Division?

%= (20%)
Harper Company is a manufacturer of computer accessories: Its variable manufacturing cost includes direct
material costs, direct manufacturing labor costs, and manufacturing overhead costs. The company uses
standard costing and allocates variable and fixed manufacturing overhead based on machine-hours. Each
output unit is budgeted to take 0.5 of a machine-hour. The standard manufacturing cost per finished unit is $15.
Budgeted variable manufacturing overhead cost per machine-hour is $4. The standard fixed manufacturing
overhead cost per machine-hour, based on a denominator level of 4,000 machine-hours per year, is $12. The
same standard unit costs persisted'throughout Year 2 and Year 3. The company had 1,000 units in inventory to

start Year 3 and uses the FIFO inventorysflow.assimption=Work insprocess inventories are insignificant and

can be ignored.

During Year 3, it produced 7,500 units and sold 8,000 units for $25 each. Variable manufacturing overhead

incurred was $14,800. Fixed manufacturing overhead incurred was $47,200. Actua! machine-hours were 3,800.
Variable selling and administrative expenses, which is driven by units sold, is $7 per unit. Fixed selling and
administrative expenses were $24,000. Any variance is written off to cost of goods sold in the year in which it

occurs. There are no variances of direct materials and direct manufacturing labor for Year 3.

R equired:

(1) What is the productlon -volume variance in Year 37 Indicate whether itis favorable (F) or unfavorable (U).
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(2) Compute the gross margin for Year 3, assuming that absorption costing is used by the company.
(3) Compute the operating income for Year 3, assuming that variable costing is used by the company.
(4) Absorption costing is more likely to lead to inventory buildups than variable costing. What can be done to

counteract undesirable inventory buildups?

# mRE (25%)

Scott Mills was originally a producer of fabrics, but several years ago intense foreign competition led
management to restructure the firm as vertically integrated cotton garment manufacturer. Scott purchased
spinning firms that produce raw yarn and fabricators that produce the final garment. The firm has both domestic

and international operations.

The domestic spinning and knitting operations are highly automated,and use the latest technology. The domestic
operations are able to produce cotton fabric for $1.52 per pound.' The domestic fabricating operations are
located exclusively in rural areas.. Their locations keep total average labos costs to $16.40 per hour (including
fringe benefits). The cost to ship products to thefirm’s distribution center is $0.10 per pound.

The firm’s foreign subsidiary is a fabricating operation located in the Maldives, a group of islands near India.
The average wage rate there is $0.70 per hour. The subsidiary purchases cotton fabric locally for $1.60 per
pound. The finished products are shipped to Scott Mills” domestic distribution center at a cost of $1.80 per
pound. Both the domestic, and foreign subsidiary use.the same amount of fabri¢ per product. Scott Mills has
been producing three producis for the private label market: sweatshirts, dress shirts, and lightweight jackets. In
the past the firm processed a new order at\whichever fabricating planthad the next available capacity. However,
projections for the next few years indicate that orders will far exceed capacity. Management wants each plant to

specialize in one of the products.

The plants are constrained by the amount of sewing time available in each. The domestic plant has 8,000 hours
of sewing machine time available'per week, while the foreign subsidiary has 10,000 hours available per week.
Employees operate the machines. The demestic.plant’s variable overhead is charged to products at $4.00 per

machine hour, while the subsidiary’s variable overhead averages $1.00 per machine hour.

The sweatshirts require 1 pound of cotton fabric to produce, the dress shirts use 4 ounces of fabric, and the
jacket require 1 pound of fabric. The domestic plant has special-purpose equipment that allows workers to sew a
sweatshirt in 6 minutes, a shirt in 15 minutes, and a jacket in one hour. The foreign plant’s equipment constrains
production to five sweatshirts per hour, three dress shirts per hour or two jackets per hour. The wholesale prices
are $8.76 each for the sweatshirts, $7.50 for the dress shirts, and $37.00 for the jackets. (1 pound is equal to 16

ounces.)
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Required:

(1) Using only quantitative information, should the firm close its domestic operations and expand the
foreign subsidiary? Explain.

(2) Assuming that wages in the domestic operations remain constant, at what level of wages in the foreign
subsidiary would the managers be indifferent between producing sweatshirts at one location versus the
other? Explain.

(3) What qualitative factors, including ethical issues, might influence the decision in part (1)? Explain.

(4) If demand for each product exceeds capacity, in which product should each plant specialize? Explain.

(5) Management insists on manufacturing all three products to maintain good customer relations. If demand
for each product exceeds capacity, mapagement wottld, prefer to specialize according to your answer to
part (4). At which plant should mapagement produce the third product? Explain.

¥ 24 (25%)

BP Services is a large company that sells Harley Davidson Metorcyeles. The company is organized with two
operating departments, Premier and Elite. The premier department sells only to clients who have custom
ordered a bike. The Elite department sells bikes that are already manufactured. Jan Socha is in charge of the
media department that develops advertising booklets for the two product lines. The media department’s budget
for the upcoming year showed budgeted fixed costs of $80,000 plus variable costs of $1.00 per booklet. At the
beginning of the year, Premier budgeted its usage at 4,000 booklets, and Elite budgeted its usage at 10,000
booklets. However, actual usage was 3,000 booklets and 8,000 booklets requested by Premier and Elite,

respectively.

Required:

(1) Under the single-rate method, what are the total budgeted costs for the media department?

(2) Under the dual-rate method, What. amount”of coStsis.allocated™to Premier if fixed costs are allocated
based on budgeted usage and variable costs are allocated based on actual usage?

(3) Under the dual-rate method, what amount of cost is allocated to Premier if fixed costs are allocated
based on budgeted usage and variable costs are allocated based on budgeted usage?

(4) Describe the advantages and disadvantages of using each of the three methods in part (1)-(3). Would you
recommend BP Services to use one of these methods? Explain and indicate any assumptions you make.

(5) BP Services also has multiple support departments. Describe methods which may be used to allocate
support costs within organization containing multiple support departments. Discuss advantages and
disadvantages of the various methods. What factors should determine the choice of the appropriate cost

L allocation method? B -
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[PROBLEM I — Multiple Choices (30 points):
(1) RBAEF BRI NRE 7% “MBREAELRE BRAE 33 HE “MBERAESRE" HiEBREA

BEZER - ATFHREY  ATERERT?

A EEHREABEHE AN  REBREZLA BABEERL-

B. tRLEBBEHENEw LB LEeEELEIHERATE FEBBERREZIANET
£ REBERAZEERRS  HieFFAE -

C.R%%Lﬁﬁ&ﬂ’Eﬁﬁﬁ%ﬁﬁgﬁﬁﬂ’#ﬁﬁMW%ﬁﬁ$ﬁ°

D.ﬁﬁﬁ%ﬁﬁﬁ%ﬁmﬁmv%a%’&&ﬁﬁﬂ%ﬁﬁ%ﬁi%ﬁ%%@%ﬁﬁﬁﬁléﬂ%m
xr—BHE TUELERGER,

QI&&@%#@W&#%S7%“%ﬁﬁ%ﬁﬁﬂ%”zﬁiT’%ﬁGMm)ﬁiﬁ%&ﬁ@%i’ﬁ

Ergz S ER 0 B8

A. 4249 & R, (qualified opinion)

B. % £ X & R, (modified opinion)

C. #iE X £1%9 & R (modified qualified opinion)
D. NG (no good) &R

RFHREY  TEFRE?
A EHRABRLEAFK A ERBRARBEARZYE FAAE R A% G B H RR A RBHE L
SBARLEA R AAERBRZIYE

B.
C. sHAKEEA AR - ENRRAIRE B R
D. EAAK KRB L EMABRANEREYE, A FT R A & E A R RE SRR

oG LRERBET R ARE 34 5 $47105 A2 5 (agreed-upon procedures) ° TR Y - ATH
S43% 7
A FBe> LR FRTERBEARENE ZAMBRZRS EHREFBFRZEFR

B. 4367 FRpLEITHESR
C. @i ARMEL > REARE PRARFT
D. wE#H2Z MWK > JEBAEE (assurance)
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B #iTHMEL UMEAETEHEZIAARBLEREIH  ATHRUEF » A REH?

A ATEBAEEENAREIZFBRIBNUBENERIBHZAEENH " THMEBREHZIN
% B RYABEEAHHZRERD - 8555

B. R HBEFERNOHRE M4 BB ERABBELFZIHIT

C. B8R BRI NRE 36 K HHERRIMBH

D. FEBAETEF R AR REANZIRLE

(6) ATFSMRMEF » ARBER

A. CPA firm have audited the financial statements of ABC Company (the Company), which comprise the
statement of financial position as at December 31, 20X2, and the statement of comprehensive income,
statement of changes in equity and statement of cash flows for the year then ended, and notes to the
financial statements, including a summary of significant accounting policies.

B. If supplementary information that is not-required by the'applicable financial reporting framework is nof|
considered an integral part of the audited financial statements, the auditor shall evaluate whether such
supplementary information is presented in a way that sufficiently and clearly differentiates it from the
audited financial statements.

C. An entity shall clearly identify financial statement and the notes.

D. An entity shall clearly identify each financial statement and the notes.

E(NEAS)M » AR TR :

AR EE  MeEMARBIFAREM  EAGRELET it ABERAMBRE
@ FBEFRABAH -

T RSN 0 aAMNEITIRR  BER TG ST - FaEp NG B8 HTH
B bind B AT 0 KNG 6AE R bR AR E) M bEREE B SLi@as B o ok R 693k BB BY
BN EE BRAMIUOHE  REBI R £ 0 #H B Hrmiosh 2mMT - 788 HH
Fleh s AKRREDR - T2 BT AR EF B 10T » —AKS 150 > A& 10 #E - B4 $ 20 -
M SSEB BN B AR S RS WS 100 -

EREEESE ML BFZ2ORDTFR - BUHEZEUREL  FELE R XMAEHK &
ML iZE 2X2AXLEKH > MEAFASBASRE, - XS MBEFENXT ~ &~ B3 AZRITH
P BN EER 3 ARERS MAR 87 FEAGHESILZNNZERAT - FHZ3ERP
124k BUEAL BEFELRT SHERL LK -
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LPROBLEM II (13:points):

Zachary Mayo is a new staff accountant participating on his first audit engagement. He has been assigned to the
oley Company engagement and is examining Foley's accounts receivable. Foley maintains a computerized ledger
bf its accounts receivable balances, which are recorded at $5,000,000 and comprise 5,560 individual customer

laccounts.

Mayo established the following parameters for.use in this year's audit. In so doing, he relied extensively on|

Jparameters established in prior audits:

(2) Expected misstatement is established at $100,000, which is the average amount of misstatement identifie

in the past five audits. During the.past year, Foleyhas experienced a great deal of turnover among its salej
processing personnel and has made some relatively large sales that present some unusual revenue
recognition issues. In addition, accounts receivable have increased by almost 15 percent from the prior year.

(b) The tolerable misstatement is 10 percent of the ending accounts receivable balance. Compared to previousw
years, Foley's financial condition has slightly deteriorated. Its current and quick ratios, although still above
levels necessary to satisfy its debt covenants, have deteriorated.

(c) The allowable risk of incorrect acceptance (i.e., the test of details risk) is 10 percent, which is the same as|
that used in the previous year. In evaluating the components of the audit risk model, some of the issues
related to the turnover among sales processing personnel as well as the more limited use of analytical
procedures during the current audit represent important differences from previous years.

IMayo sent positive confirmations to Foley's customers. His work identified the following differences betweenL

udited balances and recorded balances:
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Customer Recorded Balance o Audited Balance
R. Gerer $ 15,000 $ 10,000
D. Wings 25,000 20,000
L. Goss 60,000 30,000
K. David 120,000 90,000

[Unfortunately, Mayo resigned from the CPA firm shortly after identifying these differences. The only,
documentation you were able to locate was information related to (1) the levels of expected misstatement,
tolerable misstatement, and risk of incorrect acceptance that were used in the Foley audit and (2) the four

confirmations returned by customers indicating differences between their records and Foley's recorded balances.

Required:
(1) Mayo decided to use Probability Proportional to Size (PPS) primarily because it had been used in previousL
audits of Foley. Based on the nature of this sampling application and the composition of Foley's accounts

receivable, was the use of PPS appropriate? (2 points)
(2) Based on the parameters established by Mayo-and the following PPS table, determine the sample size (2 point)

and sampling interval he used in the sampling application (2 points).

Test of DetailsRisk 1% 5% 10% 15% 20% 25%
Error Expansion Factor 190 160 150 140 130 1.25
Reliability Factor 461 300 231 19 161 1.39
Incremental allowance for sampling error
(Ranked Overstatement Error)
1 103 0.75 058 048" 039 031
2 0.77 055 044 034 028 0.23
3 064 046+ 036 030 024 0.18
4 056 040 4031 025/ 021 0.17
5 050 036 028 023 018 0.15

(3) Based on the four overstatements identified by Mayo and the above PPS table, calculate the upper
misstatement limit ( 5 points). Based.on this-upper ‘misstatement limit, what is your initial decision with)

respect to the fairness of Foley's accounts receivable balance? (2 points)

PROBLEM III (11. points)

The auditors of Steffey Ltd., decided to study the cash receipts and disbursements for the month of July of the
current year under audit. They obtained the bank reconciliations and the cash journals prepared by the company)
hccountants, which revealed the following: June 30: Bank balance, $355,001; deposits in transit, $86,899;
outstanding checks, $42,690; general ledger cash balance, $399,210. July 1: Cash receipts journal, $650,187; cash
disbursements journal, $565,397. July 31: Bank balance, $506,100; deposits in transit, $51,240; outstanding
checks, $73,340; general ledger cash balance, $484,000. Bank statement record of deposits: $835,846; of pay-

ments: $684,747.
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Required:

ROBLEM 1V (11 points):
The list of vouchers payable for Potter’s Magic Shoppe at December 31 is as follows:

h’repare a four-column proof of cash covering the month of July of the current year, and identify problems, if any.

Vendor Invoice Date Amount
Hagrid Cleaning Services 1115 $ 432243
Hermione's Hats 12/02 2,167.76
Lockhart Magic Books 12/31 6,4839.11
Malfoy Financial Consultants 12/28 23,752.63
McGonagall Veterinary Supplies 12/23 4,590.60
Moaning Myrtle's Mystical Capes 10/14 11,529.88
Nicholas Fancy Headwear 12/29 ) ;1',268.62
Snape’s Snakes 12/28 36,152.45
Weasley's Wands " 12/28 6,400.55
Hogwart's Rentals 12/15 - 53,000.00
Total vouchers payable $198,674.03
Checks written in the following January are:
Check Number r Payee J Boscription Invoice Date Amount
1842 |l M_a-lfoy Financial Consultants- | Professional serv;:;-sh 12728 7 $23,752.63
1843 | Hagrid Cleaning " octobarmonthly £ [ains 432243
| Services | cleaning
1844 ' Hogwart's Rentals January.rent I2I15- o 53,000.00
1845 Lm;khart Magic Books Inventary 12/31 6,489.11
1846 . Wdle; P_a;tn'es Catering for office 1/15 6,300.00
! Christmas party
1847 W;asley‘s Wands— > Inventory 12/28 _ 6,400.55
1848 Rowlin’s Trademark . ;/1 i 10,000.00
Enterprises
1849 McGonagall Inventory 12/23 4,590.60
Veterinary Supplies
1850 Nicholas Fancy inventory 12/29 51,268.62
Headwear
1851 Weasley's Wands Inventory 12/31 6,400.55
1852 Hermione's Hats h Inventory 12/02 2,167.76
1853 Lockhart Magic Books Inventory 12/31 5,932.89
1854 Hagrid Cleaning November monthly 1215 432243
Service cleaning
1855 Malfoy Financial Professional services 1/28 13,888.56
Consuitants
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(1) Prepare an audit plan for the audit of unrecorded liabilities for Potter’s Magic Shoppe (5 points)

(2) Prepare necessary adjusting journal entries to correct the ending balance of Accounting Payable (6 points).
Potter’s Magic Shoppe maintains perpetual inventory system and the inventory was counted and adjusted onf
December 31.

IPROBLEM V (10 points)

XA 70 FIA 0 PR S A B A SATE SRR K &> = 184 #f professional skepticism Z & - GFL E
43 st 70 FREZXF 0 SR s 4o 5 )

[PROBLEM VI (25 points)

ARG —B R AL ER LGN BB A o T A0%Z A BN EBRAEARZ
BREZBRAN  URFSHOMBEF AR AABENHADAZLEAABERGVES -
T2 ANANENIBIREARS S HRAR2ENS FE e FRERS 0 BHT - AR
IB 43 %42 0 4 Mt @ 5 B FRALB R 8 M SRR A B i e) 0 PHREERE R4 MAREE » &
BALRER S o A 23 EMABEEA S RaMSIEaHE T BRE WY ZMIBAL - KK EHR
R o HEAT FIFA

() BB RLATRE Z — &M (general) & iF #2148 & £4% A 4R A #fes 317 (8 points)

(2) %8 A R BEHBZNAARZHFRMBE  RIFEHMA RS W 7 ERBEZH T (specific)
£ 4 B & A 477 (4 points)

G ERMBEestER 24 3% - MBAEE (International” Accounting Standard 24 — Related Party
Disclosures) & 418 Ml M &R xR Hw 5!

2 18 & If an entity has had related party transactions during the periods covered by the financial
statements, it shall disclose the nature of the related party relationship as well as informatio
about those transactions and outstanding balances, including commitments, necessary for user
to understand the potential effect of the relationship on the financial statements.

% 19 & The disclosures...shall be made separately for each of the following categories: (a) the parent; (2))
entities with joint control of, or significant influence over, the entity; (c) subsidiaries; (d)h
associates; (e) joint ventures in which the entity is a joint venture; (f) key management personnel

of the entity or its parent; and (g) other related parties.
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% 24 § Items of a similar nature may be disclosed in aggregate except when separate disclosure is

necessary for an understanding of the effects of related party transactions on the financial

statements of the entity.

O RIFATHEADNRBRELEREMZAMAR Hiw A NE A RMEOMGBART HEBETY
2EETHA TR AR ReBE 27 K? EHEEd (4 points)

@ 44 O i REH A DA EBABR TR L B EHIRERST VA FE AR R 4R A
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