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Please translate the following paragraphs into Chinese:

The debt introduced as a result of leveraged buyouts (LBOs) is viewed by many as an example of debt
creating pressure for management to refocus on value creation for shareholders. The increased debt taken with
LBO forces management to eliminate unnecessary perks, to limit diversification into unrelated industries, and to
cancel unprofitable projects. For example, in 2014 the Swiss packaging company SIG Combibloc— one of
the world’s largest drink carton producers— was one of the few large European firms being acquired in a
leverage buyout for €3.75 billion by the Toronto-based+private equity firm Onex. The funds used to finance
this largest leverage buyout in Europe included about €2.1 billionof seven-year dollar-and-euro-dominated term
loans, which Standard and Poor’s had rated at B+, €300 million, of revolving loans, and €675 million of
high-yield bonds, which Standard and"Poor s had rated at B-.  SIG Combibloc had the typical characteristics of
a leverage buyout target. The packaging company. operated in'a mature, stable.industry, had relatively stable

cash flows and had good growth prospects in emerging markets.

Financial ratio and prospective analysis can help analysts assess whether there are currently free cash flow
inefficiencies at a firm as well as risks of future inefficiencies. Symptoms of excessive management perks and

investment in unprofitable projects include the following:

® High ratios of general,and administrative expenses and overhead tosrevenue. If a firm’s ratios are
higher than those for its major competitors, one possibility is that management is wasting money on
perks.

® Significant new investments in unrelated-areas. If.itiis difficult to rationalize these new investments,
there might be free cash flow problems.

® High levels of expected operating cash flows (net of essential capital expenditures and debt
retirements) from pro forma income and cash flow statements.

® Poor management incentive to create additional shareholder value, evidenced by a weak linage

between management compensation and firm performance.

F = 20%)
Please answer the following questions based on common knowledge of occupational fraud. Choose the best
answer. ( 4 points for cach question)

1. Which of the following is a major difference between larceny and skimming?
(A) Larceny involves fraudulent disbursements of cash, while skimming involves fraudulent receipts of

cash
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(B) Larceny involves fraudulent receipts of cash, while skimming involves fraudulent disbursements of

cash

(C) Larceny is committed before the cash is entered into the accounting system, while skimming is
committed after the cash is entered into the system

(D) Larceny is committed after the cash is entered into the accounting system, while skimming is

committed before the cash is entered into the system

What is the most important element in successful fraud schemes?
(A) Profitable activities

(B) Complexity

(C) Confidence

(D) Promised benefit

“Intentional manipulation of financial statements” describes which kind of fraud?
(A) Criminal fraud

(B) Bookkeeping fraud

(C) Stock market fraud

(D) Management fraud

On what element of the fraud triangle do most fraud-fighters usually focus all or most of their fraud
preventive efforts?

(A) Perceived opportunity

(B) Rationalization

(C) Power structure

(D) Perceived pressure

Each of the following is a clue that an interviewee is dishonest except:

(A) In order to add credibility to false statements, liars request that the interviewer obtain character
testimony from other people

(B) Upon repeated accusations, a dishonest person’s denials become more vehement

(C) Liars often refuse to implicate possible suspects— or, in other words, honest people are more willing
to name others involved in misdeeds.

(D) Dishonest people frequently cover their mouths with their hands or fingers during deception.
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Until Walt Whitman, there wasno ~ American voice in poetry; true, the poems of Emerson are
highly esteemed today, but the prosody of those poems are not altogether different from that of
England’s Lake Poets.

(A)influential

(B) celebrated

(C) solitary

(D)distinct

(E) general

The Olympic Cycling Team took their ~ at the base of the mountain, hoping that the extra calories

would sustain them during the tortuous ascent.
(A)vows

(B) repast

(C) umbrage

(D)dander

(E) leave

Revolutions do little to cure a nation’s ~ — the very agitation that allowed for a change in previous

rule often precludes the formation of awiable government.
(A) jingoism

(B) paranoia

(C) restiveness

(D) euphoria

(E) cupidity

With no economic recovery in sight, the job applicant became even more __ his lack of prospects.
(A) heartened by

(B) inundated by

(C) unmoved by

(D) glum over

(E) enamored of
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6.

Paul spoke , and would stop ana start frequently, at times uttemring nothix;-g more than a few
unintelligible syllables.

(A) cogently

(B) arrogantly

(C) haltingly

(D) ceaselessly

(E) noiselessly

Though the accounting firm was exonerated of any corporate malfeasance, the perception that it is not
completely ___ has persisted.

(A) unscrupulous

(B) competent

(C) aboveboard

(D) tarnished

(E) unforthcoming

Imposing steep fines on employers for on-the-job injuries to workers could be an effective 1o
creating a safer workplace, especially in the case of employers with poor safety records.

(A)antidote

(B) incentive

(C)alternative

(D)addition

(E) deterrent

While caffeine is well-known as a stimulant, few are aware that an excess of caffeine can actually have a
~ effect.

(A)soporific

(B) paradoxical

(C) restorative

(D)revitalizing

(E) detrimental
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Despite the appdlently bewildering Lomplu\lt\ of 1lus procedure the underlying principle is

quite
(A)calculated
(B) modern
(C) effective
(D)imaginary

(E) elementary

Gould claimed no _ knowledge of linguisties, but only a hobbyist’s interest in language.

(A)manifest
(B) plausible
(C) technical
(D) rudimentary
(E) insignificant

Perhaps because scientists have been so intrigued by dogs’ superior senses of smell and hearing,
p ¥

researchers have long their eyesight, assuming that they inhabit a drab, black-and-white world,

devoid of color.
(A) meditated

(B) coveted

(C) appreciated
(D)resented

(E) underestimated

High software prices are frequently saidto

that high prices are the cause of the copying —

(A)result from
(B) correlate with
(C)explain

(D) precede

(E) contribute to

widespread illegal copying, although the opposite —
is equally plausible.
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Write a response in which you discuss the extent to which you agree or disagree with the following

statement:

“To understand the most important characteristics of a society, one must study its major cities.”
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The information provided below is used for determining the basic and diluted earnings per share values for the
year ending December 31, 2016 of UBC Co.

1. The company is authorized to issue 8.000,000 $10 par value ordinary shares. As of December 31,
2015, 2,000,000 shares had been issued and were outstanding.

2. The per share market prices of the ordinary shares on selected dates were as follows.

Price
Da_te_ (per share)

7/1/2015 20.00
1/172016 21.00
4/1/2016 25.00
7/1/2016 11.00
8/1/2016 10.50
11/1/2016 9.00
12/31/206 10.00

A total of 700,000 shares of an authorized 1,200,000 shares of convertible preference shares have been

I

issued on July 1, 2015. Each share had a par value of $25 and a cumulative dividend of $3 per share.
The shares are convertible into ordinary shares at the rate of one convertible preference share for one
ordinary share. The rate of conversion is to be automatically adjusted for share splits and share
dividends. Dividends are paid quarterly on September 30, December 31, March 31, and June 30.
UBC Co. is subjected to a 40% income tax rate.

5. The after-tax net income for the year ended December 31, 2016, was $11,550,000.

The following specific activities took place during 2016:

1. January 1—A 5% ordinary share dividend was issued. The dividend had been declared on December 1,
2015, to all shareholders of record on December 29, 2015.

2. April 1—A total 0 400,000 shares of the $3 convertible preference shares were converted into ordinary
shares. The company issued new ordinary shares and retired the preference shares. This was the only
conversion of the preference shares during 2016.

3. July 1—A 2-for-1 split of the ordinary shares became effective on this date. The board of directors had
authorized the split on June 1.

August 1—A total of 300,000 ordinary shares were issued to acquire a factory building.

5. November 1—A total of 24,000 ordinary shares were purchased on the open market at $9 per share.

These shares were to be held as treasury shares and were still in the treasury as of December 31, 2016.

6. Ordinary share cash dividends—Cash dividends to ordinary shareholders were declared and paid as |
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April 15—%$0.30 per share; October 15—$0.20 per share.
7. Preference share cash dividends—Cash dividends to preference shareholders were declared and paid as

scheduled.
Required:

(a) Determine the number of shares used to compute basic earnings per share for the year ended December
31,2016. (9%)

(b) Determine the number of shares used to compute diluted earnings per share for the year ended December
31,2016. (84")

(c) Compute the adjusted net income 1o be used as the numerator in the basic earnings per share calculation
for the year ended December 31, 2016. (84)

%= (25%)
On November 3, 2015, Sprint Co. invested $200,000 in 4,000 ordinary shares of Kegal Co. Sprint classified this
investment as non-trading equity. Sprint Co. is considering making a more significant investment in Kegal Co.

at some point in the future but has decided to wait and see how the shares do over the next several quarters.

To hedge against potential declines in the value of Kegal shares during this period, Sprint also purchased a put
option on the Kegal shares. Sprint paid an option premium of $600 for the put option, which gives Sprint the
option to sell 4,000 Kegal shares at a strikc price of $50 per share. The option expires on July 31, 2016. The

following data are available with respect to the values of the Kegal shares and the put option.

Billeaot Time Value
Date Kegal's Shares of Put Option
12/31/2015 $50 $375
3/31/2016 45 175
6/30/2016 43 40

Required:

(a) Prepare the journal entries for Sprint Co. for the following dates. (16%")
(1) November 3. 2015—Investment in Kegal shares and the put option on Kegal shares.
(2) June 30, 2016—Sprint prepares financial statements.
(3) July 1, 2016—Sprint settles the put option and sells the Kegal shares for $43 per share.
(b) Indicate the amount(s) reported on the statement of financial position and income statement related to
the Kegal investment and the put option on December 31,2015. (5%)
(c) Indicate the amount(s) reported on the statement of financial position and income statement related to

the Kegal investment and the put option on June 30, 2016. (4%°)
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The Supreme Company uses a variable-costing system based on standard costs. Manufacturing overhead (both
variable and fixed) is allocated to products on the basis of direct manufacturing labor-hours. The standard cost
per pound of direct materials is $5. The standard allowance is three pounds of direct materials for each unit of
product. Standard labor hours per unit are 5, and the standard rate is $15 per direct labor hour. The denominator
level for total manufacturing overhead is 40,000 direct manufacturing labor-hours. The standard variable

overhead rate is $6 per direct manufacturing labor-hour. Supreme budgeted its fixed manufacturing overhead
costs for 20X6 to be $320,000. The same standard unit costs persisted throughout 20X5 and 20X6.

During 20X6, 25,000 pounds of materials were purchased at atotal cost of $130,000, even though only 23,100
pounds were used. There was no beginning inventory of materials on January 1, 20X6. Direct materials price
variances are isolated upon purchase. Direct manufacturing labor-hours actually used were 40,100, at the rate of
$14.6 per hour. Actual variable manufacturing overhead cost was $290,000. Variable nonmanufacturing cost
was $20 per unit sold. Supreme sold 7,600 units of product in 20X6. Beginning finished goods inventory in
20X6 was 300 units; ending finished g‘oods inventory was 500 units. The company uses the FIFO inventory
flow assumption. Any variance is written off to cost of goods sold in the year in which it occurs.

The following data shows results for 20X6 under variable costing:

Sales $ 1,520,000
Fixed manufacturing costs 310,000
Fixed nonmanufacturing costs 36.000

Required: The following situations refer only to the preceding data; there is no connection between the situations.

1. Work in process inventories are insignificant and can be ignored.
(1) Calculate the contribution margin percentage for 20X6. (Please answer in % format, and round your
computations to one decimal place.)
(2) Prepare the adjusting entry transferring variable costing to absorption costing in 20X6. (Each variance
has its own account. Supreme Company has not written off variances to cost of goods sold yet.)
(3) What would the effect on 20X6 operating income be if Supreme changes its costing method from
variable costing to absorption costing?

2. There was no beginning work in process on January 1, 20X6, while the ending work-in-process inventory
consisted of 200 physical units on December 31, 20X6. Direct materials are added at the start of the
production process. Conversion costs are added evenly during the process. The units in ending work in
process was 50% complete for conversion costs. Calculate the variable manufacturing overhead efficiency
variance for 20X6 and indicate whether it is favorable (F) or unfavorable (U).
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AA Company’s budgeted income statement for the year ended December 31, 20X7 is as follows:
Revenues (12,000 units) $2,400,000

Cost of goods sold 1,500,000 (including variable costs $1,100,000 and fixed costs $400,000)
Gross profit 900,000

Operating expenses 420.000 (including variable costs $160,000 and fixed costs $260,000)
Operating income $ 480,000

AA’s required rate of return on inventory investment is 20% per year. AA Company is considering
implementing a JIT system to reduce the costs*of carrying-inventory. The following information has been
gathered for the upcoming year regarding the JIT system:

(1) BB Company is the major supplier of AA Company. AA purchases the major parts from BB at $80 a
package. AA is negotiating to have BB deliver 100 packages of parts 120 times per year under the JIT
system, instead of delivering 1,000 packages 12 times per year. BB Company is willing to make these
frequent deliveries in smaller lots, but it would add $1.5 to the price per package. The ordering cost is $5
per purchase order whether or not AA shifts to JIT purchasing.

(2) Without scheduling any overtime, the number of stockouts under the JIT system would increase by 180
units per year. By incuiring overtime premiums of $4,000 per year, however, the increase in lost sales could
be reduced to 110 units per year.

(3) The company would no longer need two warehouses currently used for inventory storage. One warchouse is
rented from another company under a cancelable leasing agreement at an annual cost of $20,000. The other
warehouse which contains 9,000 square feet is owned by AA. One-third of the space in the owned
warehouse could be rented for $2.5 per square foot per year.

(4) Insurance and materials-handling costs. which currently total $20,000 annually, would decline by 25%.

(5) Payroll expenses for current inventory management staff would be reduced by 15% of the budgeted total of
$60,000.

(6) Additional annual costs for JIT system implementation and management would equal $15,000.
Required:

1. Calculate the estimated dollar savings (loss) for the AA Company that would result in 20X7 from the
adoption of JIT system, and indicate whether it is savings or loss.

2. What nonfinancial factors should AA Company consider before deciding whether to adopt JIT system?
(Give five factors.)

3. The company’s operations manager is opposed to the idea of a new JIT system. He is concerned that the
new system will lead to the layoff of his employees, several of whom are currently managing inventory. If
you were the CEO of the AA Company, how should you manage operations manager’s concern?
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NCC provides business process outsourcing services (e.g., Call handing, transactions accounting etc.) to the
three main clients, client E, client A, and client S. Between them, these three clients generated about 80% of
NCC’s revenue in year t and year t+1. Some of NCC’s work is done at its own premises, but client E’s work is

conducted by subcontractors in villages and hence has less overheads attributed to it.

The Finance Director has provided the information contained below and reminded you that NCC’s management
accountant calculated the operating profit for each of these clients in year t/t+1 as follows:

* Client E: $416 million (based on 208 millien' medical.records at $2.00 operating profit each)
* Client A: $80 million (based on 32 million accounting records at $2.50 operating profit each)
* Client S: $300 million (based on 80 million calls at $3.75 operating profit each)

Net Revenue before Overheads in Year t/ t+1

C L€ il A S Other Total

$m $m $m $m $m

Revenue 1826 758 947 758 3,789
Direct labor 64 200 120 384
Pay to villages 340 340
Supervisors pay 20 24 40 _36 140
Costs directly charged 360 88 240 176 864
Net Revenue before overheads 966 670 707 582 2,925

Other information relating to year t/t+1:
* Total overheads incurred in the year were $1,898 million.
* The Finance Director has advised that overheads forelients-/Aand S should be apportioned according to
the equivalent units of work activity completed.
» It is estimated that approximately 10% of total overheads can be attributed to client E and the other
clients (except E, A and S) are attributed with 20% of total overheads incurred.

Client A:

* Invoices processed: 16 million by an average of 640 direct employees

* Payroll records processed: 2 million by an average of 80 direct employees

* Trade supplier payments processed: 14 million by an average of 560 direct employees

* Each invoice, payrol! record or trade supplier payment processed takes approximately the same amount
of time to deal with.

* The equivalent units of work activity should be the sum of the accounting records comprising the
number of invoices processed, payroll payments and trade supplier payments made by all of NCC’s
direct employees.
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Client S:
* Calls handled: 80 million by an average of 4,000 direct employees
* On average, each call dealt with for client S takes approximately 20% more time to process than the
average time spent processing an invoice, payroll or trade supplier payment for client A. Hence, the
equivalent units of work activity should reflect the average extra time taken to deal with a call compared
with processing accounting records for client A.

Required:

(1) NCC’s CFO asked you to provide a brief statement on the operating profit earned in year t/ t+1 from
client E, A and S. He is concerned about the current approach used to assess client profitability and

wants you to check the validity of the profit calculated by the management accountant for each of the
three main clients. (12 %)

(2) After you check the operating profit earned in year t/ t+1 from client E, A and S, will you suggest NCC
to stop supplying client E, A or S services? Please explain your reasons. (4 4-)

(3) Please propose one feasible suggestion to NCC on increasing customer profitability. (4 %)

F v (10 )
Eric Limited undertakes garage conversions (GC) and property extensions (PE). It currently uses Marginal
Costing but is considering changing to Activity Based Costing (ABC).

A typical GC costs $3,500 in material and takes 300 hours to complete, and a PE costs $8,000 in materials and

takes 500 hours to complete. In all cases labor is paid $15 per-hour.

With regard to Overheads:

Categol‘_\”m | _:‘\nnual Cost ($) . Cost ])ri_v;‘.i' Activities ]
Supervis&rs_' - 90,000 : Site visits - 500 |
Planners ) n 70.000 Plélﬂ:liﬂg documents 250
Pmpe:{\} related - 240.0()0 Labor hours 40,000

| TOTAL 1 400,000 -

A GC requires one site visit by a supervisor and only needs one planning document to be raised. A PE requires
six site visits and five planning documents to be raised.

Required:

(1) Calculate the current Marginal Cost of both products. (4 %*)
(2) Calculate the ABC of both products. (6 %)
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Sunny Inc. is an independent electronic company located in Taiwan. The company initially designed a small
range of consumer electronic products, which were manufactured in Taichung, Taiwan. The company had
grown considerably and had received orders by many large electronic retailers all over the world. In order
to reduce its cost base and to enable the company to price its products more competitively, Sunny started
outsourcing all of it manufacturing to companies in other Asia countries. When a product design has been
approved and the copyright granted, it is sent for tender to a small number of outsourced manufacturers, along
with the quantity required. Sunny often asks outsourced manufacturing companies it has previously used, to
tender for the manufacture of its new product design each year. Therefore, there is a high level of repeat
business and a good level of understanding and commitment established between Sunny and its outsourced
manufacturers. While other factors are considered, such as quality and ability to deliver the required volume of
products on time, it is the unit cost to Sunny that is important in order to-achieve the planned level of gross
margin. Sunny's management team is aware of the importance of its corporate social responsibilities (CSR) and
has always impressed on its employees and suppliers the importance of its products exceeding, rather than

simply conforming to, the required safety standards.

All of Sunny's products are currently produced by 20 outsourced manufacturing. Except for the production of
prototype and trial products, all outsourced manufacturing is located in Taiwan and other Asian countries. In the
middle of last month an earthquake hit one of these countries in an area where two of Sunny's outsourced
manufacturers' are located. The two factories and much of the surrounding area have sustained significant
damage. It is envisaged that these two outsourced manufactures will be unable to re-build their factories and
supply any products to Sunny, or to their other customers, until at least the start of 2018. The two outsourced
manufactures produced products YY and ZZ for Sunny and had not produced an inventory of either of the
products during 2017 before the earthquake occurred. The planned data for these two products are as follows:

Forecast volumes Selling price Current contracted
required for 2017 (% per unit) manufacturing charge to
(units) Sunny
(8 per unit)
Product YY 120,000 9.00 105
Product ZZ 30,000 12.00 7.44

Over the last two weeks, the management has invited tenders from other outsourced manufacturers for products

Y'Y and ZZ for delivery of products to meet sales forecast for 2017.
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All of Sunny's existing outsourced manufacturers except one (Manufacturer A) have confirmed that they do not
have any spare capacity to manufacture any additional products for Sunny in 2017. The management has

narrowed down the tenders received from outsourced

manufacturers, which are summarized as follows:

manufacturers to three alternative outsourced

Required:

_ ]| Manufacturgr A Manufacturer B | Manufacturer C
.-Currem manufacturer for Sunny Yes‘ ‘ ) No No
Tender manufaé:iuring charge per unit o -
Product Y'Y ($ per unit) 8.00 | 6.60 7.05
Product ZZ ($ per unit) 7.60 f 6.60 7.75
Manufacturing set up cosi .to be charged to Sunny (in unit cost) N
Product YY ($) ‘ Zero $60,000 $12,000
Product ZZ (%) _ o ~ Zero $30,000 $12,000
Sﬁippin;nd tran.sportation cost _
$ per unit $0.40 $0.60 $0.02
Location of manufacturer - Southeast Asia China Taiwan
(near to the (not near to the

earthquake area) | earthquake area)
Quality of productio;__ k. 7| Reasonable = | Reasonable Very good
(established from mltlal test and references) '
Sunny’s view of each manufacturer’ s c cérpor-e;fe_-i Some problems So;r‘l_emprc;blems Acceptable
social respon51b111ty (CSR) status | _
Maximum available capacity in 2017 (for both 120,b00 units 180,000 units 100,000 units
products YY and ZZ in total in any combination)

You are the management accountant of Sunny. The management team has asked you to provide advice and

recommendations on this manufacturing issue facing Sunny. Draft an email to Sunny's management team.

This mail should provide your quantitative and qualitative analyses, together with your recommendations

(including your justification and suggested actions) on the appointment of manufacturer(s) for products YY
and ZZ. You are also encouraged to provide real-life business examples briefly anywhere appropriate in the

email.
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#—A (235):

EverReady Corporation is in the home building and repair business. The company has experienced
financial difficulty over the past two years. Part of the problem lies in the company's desire to avoid
laying off its skilled crews of bricklayers and cabinetmakers. Meeting the payroll has been a problem.

The auditors are engaged to audit the 2014 financial statements. Knowing of EverReady's financial
difficulty and its business policy, the auditors decided to prepare a schedule of interbank transfers
covering the 10 days before and after December 31, which is the company's balance sheet date.

First, the auditors used the cash receipts and disbursements journals to prepare part of the schedule of
interbank transfers shown in Table 1 on the next page. They obtained the information for everything
except the dates of deposit and payment in the bank statements (disbursing date per bank and receiving
date per bank). The auditors learned that EverReady always transferred money to the payroll account at
Ist National Bank from the general account at 1st National Bank. This transfer enabled the bank to
clear the payroll checks without delay-The-only bank acceunts-in'the EverReady financial statements
are the two at 1st National Bank.

Next, the auditors obtained the December 2014 and January 2015 bank statements for the general and
payroll accounts at Ist National Bank. They recorded the bank disbursement and receipt dates in the
schedule of interbank transfers. For each transfer, these dates are identical because the accounts are in
the same bank. An alert auditor noticed that the Ist National Bank general account bank statement also
contains deposits received from Citizen National Bank and canceled check 1799 dated January 5
payable to Citizen National Bank. This check cleared the 1st National Bank account on January 8 and
was marked "transfer of funds." This led to the auditors' decision to inquire about this of EverReady's
CFO.
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C-5 EVERREADY CORPORATION Prepared
Schedule of Interbank Transfers ] (e —
December 31, 2014 Reviewed
Date
- _l)i_sbgr_s_irlg_Accgn_u_l_t ) ) - ) Receiving Account
Date per Date per Date per Date per
Checlf Bank B Amount Books Bank Bank Books Bank
1417 1st National 10,463~ 24-Dec 24-Dec m 1st National Payroll 24-Decr 24-Dec s
1601 1st National 11,593/ 31-Dec s 31-Dec m 1st National Payroll 31-Decr 31-Dec s
1982 1st Natiolal _ ___9,971_./_____ 08-Jan 08-Janm 1st Nationat Payroll 08-Janr 08-Jan »

7/ Traced from cash disbursements journal

4 Check properly listed as outstanding on bank reconciliation.

m  Vouched to check cleared in bunk stulement

r  Traced from cash receipts journal

» Vouched deposit cleared in bank statement.

Note: We scanned the cash disbursements and cash receipts joumals for checks to and deposits from other bank accounts

Asked about the Citizen National Bank transactions, EverReady's CFO readily admitted the existence
of an off-books bank account. He explained that it was used for financing transactions in keeping with
normal practice in the construction industry. He gave the auditors the December and January bank
statements for the account at Citizen National Bank. In it, the auditors found the following:

Citizen National Bank

C—he;; —Payahle 10 ] Amount  pated Cleared Bank
4050 1st National $10,000 23-Dec 29-Dec
4051 Chase Bank 12,000 28-Dec 31-Dec
4052 1st National 12,000 30-Dec 05-Jan
4053 Chase Bank 14,000 4-Jan 07-Jan
4054 1st National 20,000 8-Jan 13-Jan
Deposits

Received from Amount Date

Chase Bank $11,000 22-Dec

Chase Bank 15,000 30-Dec

1st National 10,000 05-Jan

Chase Bank 12,000 07-Jan

When asked about the Chase Bank transactions, EverReady's CFO admitted the existence of another
off-books bank account, which he said was the personal account of the principal stockholder. He
explained that the stockholder often used it to finance EverReady's operations. He gave the auditors the
December and January bank statements for this account at Chase Bank; in it, the auditors found the

| following:
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Citizen National Bank

An abbreviated calendar for the period is in the following Table 2:

TiE T Im [T
December 20 21 22 23
2014 |
27 28 | 29 30
4 . L | I |
January ‘ . 1
2015 ! ' |
I3 2 |5 6 7 B
|
I N\NqOhameaw.rs 1
10 11 12 13 ‘ 14 15
1y R | L i

Required:

information.

checks are cashed by employees)?

¥148 #1618
] _y [ |
. | z %1’ é-i' # ‘ |
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Chase Bank
Payments
Check # Payahle o Amount Dated Cleared Bank
2220 Citizen National Bank 11,000 22-Dec 28-Dec
222 Citizen National Bank 15,000 30-Dec 05-Jan
2222 Citizen National Bank 12,000 7-Jan 12-Jan
Deposits
Received from Amount Dated
Citizen Nationa! Bank 12,000 28-Dec
14,000 04-Jan

(1) Complete the Schedule of Interbank Transfers (document C-5, Table 1) by entering the new

(2) What is the actual cash balance for the three bank accounts combined, considering only the amounts
given in this case information as of December 31, 2014 (before any of the December 31 payroll
checks are cashed by employees)? As of January 8, 2015 (before any of the January 8 payroll
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The graph on the next page contains an arrangement of examples of transaction errors (lettered a ~ g)
and a set of client control procedures and devices (numbered 1~15).

a. o o Salas recorded, goods not shipped
| b o - ) Goods shipped, sales not recorded

c. _Goods shipped to a bad credit nisk customer o
| d - . Sales billed at the ;;rq‘)r-!g _n-Fe_urw_wna;nmy B |

e ___ Productline Assales rE.'_c_c:r}-egi_ﬂs ]"fi‘ﬂ:l-[tl line B ]

| o __Jam;;ar;-t_;f_i_c-siﬁt_nr_dg:d in December [
| CONTROL PROCEDURES | (
Sales order approved for eredit | | [

Failure to post charges to customers for sales | ‘

_P_.-u[rir)_b_pre;d shipping doc prepared. sequence checked ] |

_ Shipping document guantity compared 1o sales invoice | ‘
Prenumbered sales invoices, sequence checked

Sules invoice checked 1o sales arder

Invoiced prices compared 1o approved price list
General ledger code checked for sales product lings
‘Sales dallar bateh tatals compared to sales journal

ERE-REN .C--|.w P!?‘-“Fw‘l.—‘

Fernodic sales total compared to same period gccournts
1ecaivable postings | ': I

10.  Accountants have instructions to date sales on the date af |
shipment | ! !

1. §

12.  Accounts receivable subsidiary totaled and reconciled 1o
___accounts receivable control account

entry date compared (o shipping doc L|i-31;!

13, Intercompany accounts reconciledwith subsidiaiy |
company records ]

| 14, Credit liles updated for customer payment history

|15 Overdue customer accounts investigated for collection \ | |

Required:

For each client control procedure numbered 1~15, write a test of controls that could produce evidence
on the question of whether the client's control procedure is effective.

oA 129):

For each of the following independent situations, describe the most appropriate course of action the
auditors should take under ROC Auditing Standards No. 55 (#3114 % 18).

(1) Pat Colt completed the December 31, 2014, audit of Manning and issued an unmeodified opinion on
Manning's financial statements dated March 15, 2015. Colt's opinion was released, along with
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Manning's financial statements, on March 21, 2015. During a review of Manning's first quarter
10-Q in late April, Colt became aware of the company's settlement with a customer over a product
warranty lawsuit; this case had been settled on March 13, 2015. Although Colt had received the
necessary letter from Manning's attorneys, the letter arrived prior to the settlement of the case and
did not mention this development. Afier reviewing the information related to the settlement, Colt
does not believe that the settlement is material to Manning's financial condition or results of
operations and believes the opinion on Manning's financial statements is still supportable.

(2) Cameron Alta completed the December 31, 2014, audit'of Saxe Company on February 10, 2015.
Saxe is planning 1o release its financial statements, along with Alta's opinion on these financial
statements and internal control over financial reporting, on Februaryl7, 2015. On February 12,
2015, a flood in one of Saxe's warehouses located in the Gulf Coast region destroyed more than $10
million of inventory. Although the extent to which this loss is recoverable through Saxe's insurance
is uncertain at this time, Alta believes that this loss could have a material impact on Saxe's financial
condition and results of operations.

(3) Following the completion of the 2014 audit of Blankenship Corporation and release of the financial
statements and auditor's reports, Reese Jill met with the manager on the engagement to conduct a
postmortem on the engagement and identify how changes in Blankenship's operations noted during
the most recent audit may affect future audits. During this review, Jill became aware that
Blankenship's process for evaluating goodwill related to an acquisition made by Blankenship
during the most recent year for potential impairment had not been considered. Jill believes that the
omitted procedure is important in supporting the opinion on Blankenship's financial statements and
that users continue to rely on the financial statements and the auditor's reports.

o L | - EmRELEE - R T -
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Please translate the following paragraphs into Chinese:

The debt introduced as a result of leveraged buyouts (LBOs) is viewed by many as an example of debt
creating pressure for management to refocus on value creation for shareholders. The increased debt taken with
LBO forces management to eliminate unnecessary perks. to limit diversification into unrelated industries, and to
cancel unprofitable projects. For example, in 2014 the Swiss packaging company SIG Combibloc— one of
the world’s largest drink carton producers— was one of the few large European firms being acquired in a
leverage buyout for €3.75 billion by the Toronto-based private equity firm Onex. The funds used to finance
this largest leverage buyout in Europe included about €2.1 billion of seven-year dollar-and-euro-dominated term
loans, which Standard and Poor’s had rated at B+, €300 million of revolving loans, and €675 million of
high-yield bonds, which Standard and Poor’s had rated at B-. SIG Combibloc had the typical characteristics of
a leverage buyout target. The packaging company operated in a mature, stable industry, had relatively stable

cash flows and had good growth prospects in emerging markets.

Financial ratio and prospective analysis can help analysts assess whether there are currently free cash flow
inefficiencies at a firm as well as risks of future inefficiencies. Symptoms of excessive management perks and

investment in unprofitable projects include the following:

® High ratios of general and administrative expenses and overhead to revenue. If a firm’s ratios are
higher than those for its major competitors, one possibility is that management is wasting money on
perks.

® Significant new investments in unrelated areas. Lf it is difficult to rationalize these new investments,

there might be free cash flow problems.

® High levels of expected operating cash flows (net of essential capital expenditures and debt
retirements) from pro forma income and cash flow statements.

® Poor management incentive to create additional shareholder value, evidenced by a weak linage

between management compensation and firm performance.

R (209)
Please answer the following questions based on common knowledge of occupational fraud. Choose the best

answer. ( 4 points for cach question)

1. Which of the following is a major difference between larceny and skimming?

(A) Larceny involves fraudulent disbursements of cash, while skimming involves fraudulent receipts of

cash
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(B) Larceny involves fraudulent receipts of cash, while skimming involves fra_uélulent disburse1nent§ of
cash

(C) Larceny is committed before the cash is entered into the accounting system, while skimming is
committed afier the cash is entered into the system

(D) Larceny is committed after the cash is entered into the accounting system, while skimming is

committed before the cash is entered into the system

What is the most important element in successful fraud schemes?
(A) Profitable activities

(B) Complexity

(C) Confidence

(D) Promised benefit

“Intentional manipulation of financial statements” describes which kind of fraud?
(A) Criminal fraud

(B) Bookkeeping fraud

(C) Stock market fraud

(D) Management fraud

On what element of the fraud triangle do most fraud-fighters usually focus all or most of their fraud

preventive efforts?

(A) Perceived opportunity
(B) Rationalization

(C) Power structure

(D) Perceived pressure

Each of the following is a clue that an interviewee is dishonest except:
(A) In order to add credibility to false statements, liars request that the interviewer obtain character

testimony from other people
(B) Upon repeated accusations, a dishonest person’s denials become more vehement

-

(C) Liars often refuse to implicate possible suspects— or. in other words, honest people are more willing

to name others involved in misdeeds.
(D) Dishonest people frequently cover their mouths with their hands or fingers during deception.
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1. Until Walt Whitman, there wasno  American voice in poetry; true, the poems of Emerson are
highly esteemed today, but the prosody of those poems are not altogether different from that of
England’s Lake Poets.

(A) influential
(B) celebrated
(C) solitary
(D)distinct
(E) general

2. The Olympic Cycling Teamtook their  at the base of the mountain, hoping that the extra calories

would sustain them during the tortuous ascent.
(A)vows

(B) repast

(C) umbrage

(D)dander

(E) leave

3. Revolutions do little to cure a nation’s  — the very agitation that allowed for a change in previous

rule often precludes the formation of a v1able government.
(A) jingoism

(B) paranoia

(C) restiveness

(D) euphoria

(E) cupidity

4. With no economic recovery in sight, the job applicant became evenmore ____his lack of prospects.
(A) heartened by
(B) inundated by
(C) unmoved by
(D) glum over

(E) enamored of
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Paul spoke __, and would stop and start frequéntly, at times uttering nothing more than a few
unintelligible syllables.

(A) cogently

(B) arrogantly

(C) haltingly

(D) ceaselessly

(E) noiselessly

Though the accounting firm was exonerated of any corporate malfeasance, the perception that it is not
completely has persisted.

(A) unscrupulous

(B) competent

(C) aboveboard

(D) tarnished

(E) unforthcoming

Imposing steep fines on employers for on-the-job injuries to workers could be an effective to
creating a safer workplace, especially in the case of employers with poor safety records. S
(A)antidote

(B) incentive

(C) alternative

(D)addition

(E) deterrent

While caffeine is well-known as a stimulant, few are aware that an excess of caffeine can actually have a

_ effect.
(A) soporific
(B) paradoxical
(C) restorative
(D)revitalizing
(E) detrimental
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9.

10.

11

12.

Despite the apparently bewildering complexity of this procedure. the underlying principle is
quite

(A)calculated

(B) modern

(C) effective

(D) imaginary

(E) elementary

Gould claimed no knowledge of linguistics; but only a hobbyist’s interest in language.
(A)manifest

(B) plausible

(C) technical

(D)rudimentary

(E) insignificant

Perhaps because scientists have been so intrigued by dogs’ superior senses of smell and hearing,
researchers have long their eyesight, assuming that they inhabit a drab, black-and-white world,
devoid of color.

(A)meditated

(B) coveted

(C) appreciated

(D)resented

(E) underestimated

High software prices are frequently said to widespread illegal copying, although the opposite —
that high prices are the cause of the copying — is equally plausible.

(A)result from

(B) correlate with

(C) explain

(D) precede

(E) contribute 1o
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Write a response in which you discuss the extent to-which you agree or disagree with the following

statement:

“To understand the most important.characteristics of-a society, one must study its major cities.”
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The information provided below is used for determining the basic and diluted earnings per share values for the
year ending December 31, 2016 of UBC Co.

1. The company is authorized to issue 8,000,000 $10 par value ordinary shares. As of December 31,
2015, 2,000,000 shares had been issued and were outstanding.

2. The per share market prices of the ordinary shares on selected dates were as follows.

Price
Date (per share)
7/1/2015 2000
1/1/2016 21.00
4/1/2016 25.00
7/1/2016 11.00
8/1/2016 S0
11/1/2016 9.00
12/31/206 10.00

3. A total of 700,000 shares of an authorized 1,200,000 shares of convertible preference shares have been
issued on July 1, 2015. Each share had a par value of $25 and a cumulative dividend of $3 per share.
The shares are convertible into ordinary shares at the rate of one convertible preference share for one
ordinary share. The rate of conversion is to be automatically adjusted for share splits and share
dividends. Dividends are paid quarterly on September 30, December 31, March 31, and June 30.

4. UBC Co. is subjected to a 40% income tax rate.

5. The after-tax net income for the year ended December 31, 2016, was $11,550,000.

The following specific activities took place during 2016:

1. January 1—A 5% ordinary share dividend was issued. The dividend had been declared on December 1,
2015, to all shareholders of record on December 29, 2015.

2. April 1—A total of 400,000 shares of the $3 convertible preference shares were converted into ordinary
shares. The company issued new ordinary shares and retired the preference shares. This was the only
conversion of the preference shares during 2016.

3. July 1—A 2-for-1 split of the ordinary shares became effective on this date. The board of directors had

authorized the split on June 1.

August 1—A total of 300,000 ordinary shares were issued to acquire a factory building,.

W g

November 1—A total of 24,000 ordinary shares were purchased on the open market at $9 per share.

These shares were to be held as treasury shares and were still in the treasury as of December 31, 2016.

6. Ordinary share cash dividends—Cash dividends to ordinary shareholders were declared and paid as
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April 15—$0.30 per share; October 15—$0.20 per share.

7 Preference share cash dividends—Cash dividends to preference shareholders were declared and paid as

scheduled.

Required:

(a) Determine the number of shares used to compute basic earnings per share for the year ended December
31,2016. (9%)

(b) Determine the number of shares used to compute diluted earnings per share for the year ended December
31,2016. (84

(c) Compute the adjusted net income to be used as the numerator in the basic earnings per share calculation

for the year ended December 31, 2016. (8 %°)

%R 5%)
On November 3, 2015, Sprint Co. invested $200,000 in 4,000 ordinary shares of Kegal Co. Sprint classified this
investment as non-trading equity. Sprint Co. is considering making a more significant investment in Kegal Co.

at some point in the future but has decided to wait and see how the shares do over the next several quarters.

To hedge against potential declines in the value of Kegal shares during this period, Sprint also purchased a put
option on the Kegal shares. Sprint paid an option premium of $600 for the put option, which gives Sprint the
option to sell 4,000 Kegal shares at a strike price of $50 per share. The option expires on July 31, 2016. The

following data are available with respect to the values of the Kegal shares and the put option.

Price of Time Value
Date Kegal's Shares of Put Option
12/31/2015 $50 $375
3/31/2016 45 175
6/30/2016 43 40

Required:

(a) Prepare the journal entries for Sprint Co. for the following dates. (164)
(1) November 3. 2015—Investment in Kegal shares and the put option on Kegal shares.
(2) June 30, 2016—Sprint prepares financial statements.
(3) July 1, 2016—Sprint settles the put option and sells the Kegal shares for $43 per share.
(b) Indicate the amount(s) reported on the statement of financial position and income statement related to
the Kegal investment and the put option on December 31, 2015. (5%)
(¢) Indicate the amount(s) reported on the statement of financial position and income statement related to

| the Kegal investment and the put option on June 30,2016, (497)
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Fo (235):

EverReady Corporation is in the home building and repair business. The company has experienced
financial difficulty over the past two years. Part of the problem lies in the company's desire to avoid
laying off its skilled crews of bricklayers and cabinetmakers. Meeting the payroll has been a problem.

The auditors are engaged to audit the 2014 financial statements. Knowing of EverReady's financial
difficulty and its business policy, the auditors decided to prepare a schedule of interbank transfers
covering the 10 days before and after December 31, which is the company's balance sheet date.

First, the auditors used the cash receipts and disbursements journals to prepare part of the schedule of
interbank transfers shown in Table 1 on the next page. They obtained the information for everything
except the dates of deposit and payment in the bank statements (disbursing date per bank and receiving
date per bank). The auditors learned that EverReady always transferred money to the payroll account at
Ist National Bank from the general account at 1st‘National Bank. This transfer enabled the bank to
clear the payroll checks without delay. The-only bank accountsin the EverReady financial statements
are the two at 1st National Bank.

Next, the auditors obtained the December 2014 and January 2015 bank statements for the general and
payroll accounts at Ist National Bank. They recorded the bank disbursement and receipt dates in the
schedule of interbank transfers. For each transfer, these dates are identical because the accounts are in
the same bank. An alert auditor noticed that the 1st National Bank general account bank statement also
contains deposits received from Citizen National Bank and canceled check 1799 dated January 5
payable to Citizen National Bank. This check cleared the 1st National Bank account on January 8§ and
was marked "transfer of funds.” This led to the auditors' decision to inquire about this of EverReady's

S e e |
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C-5 EVERREADY CORPORATION Prepared e
Schedule of Interbank Transfers Date
December 31, 2014 Reviewed .
Date __
3 - _pi_sbixffin_g_f\fcpunt__ - B Receiving Account .
Date per Date per Date per Date per
Check i Bank __Ainqgr'n Books B Bank Bank Books Bank
1417 1st National 10,463/ 24-Dec 24-Dec m 1st National Payroll 24-Decr 24-Dec»
1601 1st National 11,593/ 31-Dec # 31-Dec m 1st National Payroli 31-Decr 31-Dec»
1982 Ist Natioial_ ) ___9,971_/___ 08-Jan 08-Janm 1st National Payroll 08-Janr 08-Jdan

v Traced from cash disbursements journal

¢ Check properly listed as oulstanding on bank reconciliation

m  Vouched to check cleared in bank stalerent

7 Traced from cash receipls journal

»  Vouched deposit cleared in bank stalement.

Note: We scanned the cash disbursenicuts and cash receipts joumals for checks o and deposits from other bank accounts

Asked about the Citizen National Bank transactions, EverReady's CFO readily admitted the existence
of an off-books bank account. He explained that it was used for financing transactions in keeping with
normal practice in the construction industry. He gave the auditors the December and January bank
statements for the account at Citizen National Bank. In it, the auditors found the following:

Citizen National Bank_

Check Payaﬁe l; _Amounl_‘ - Dated 1% (_)-Izaared Bank
4050 ist National $10,000 23-Dec 29-Dec
4091 Chase Bank 12,000 28-Dec 31-Dec
4052 1st National 12,000 30-Dec 05-Jan
4053 Chase Bank 14,000 4-Jan 07-Jan
4054 1st National 20,000 8-Jan 13-Jan
Deposits

Received from Amount Date

Chase Bank $11,000 22-Dec

Chase Bank 15,000 30-Dec

1st National 10,000 05-Jan

Chase Bank 12,000 07-Jan

When asked about the Chase Bank transactions, EverReady's CFO admitted the existence of another
off-books bank account, which he said was the personal account of the principal stockholder. He
explained that the stockholder often used it to finance [EverReady's operations. He gave the auditors the
December and January bank statements for this account at Chase Bank; in it, the auditors found the

following:
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Chase Bank
Payments
Cher:k i Fs_\_,_rable o : Amount - Dated Cleared Bank
2220 Citizen National Bank 11,000 22-Dec 28-Dec
221 Citizen National Bank 15,000 30-Dec 05-Jan
2222 ﬂzen Nationa! Bank 12,000 B 7-Jan i2-Jan
Deposits
Received from Amount Dated
Citizen National Bank 12,000 28-Dec
Citizen National Bgnk 14,000 - 04-Jan
An abbreviated calendar for the period is in the following Table 2:
— S _M 4 ll w = _. —ll F : s
December 20 |21 ‘ 22 23 24 25 26
2014 |
{27 28 29 \ 30 | 31
N i - ' i =R TS
January | 1 2
2015 |
' 3 q 5 B 7 8 [9
|
| e et — - — — - e, EHECRPSN H
10 n |12 13 14 15 |16
L. L 3 | N | —

Required:

information.

given in

checks are cashed by employees)?

checks are cashed by employees)? As of January 8, 2

(1) Complete the Schedule of Interban® Transfers (document C-5, Table 1) by entering the new

(2) What is the actual cash balance for the three bank accounts combined, considering only the amounts
this case information as of December 31, 2014 (before any of the December 31 payroll

015 (before any of the January 8 payroll
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The graph on the next page contains an arrangement of examples of transaction errors (lettered a ~ 2)

and a set of client control procedures and devices (numbered I~1 5).

a. —_y L . gaies retur.d.ed‘ gaods not shipped
__b. . = . Goods shipped, sales not recorded

c B B Goods shlpp_l-:-:-!‘lua_ha“d"{:redn nsk c_u.smmm B
_d_ - I '_S_aft_e_s_ _L‘_I!i‘,‘rl at the w!gﬁ{]_nrlen wrong nuam_ny _i
[ I — __Pl-_[_'_t_i_l_‘_‘:‘_[__ll'lié,s_ay:"" !erurdEEFmdu-cl ||:_|;.' B .'
| L Failure 10 post charges to customers iu_r.'s_ti

g. January sales recorded in December

" CONTROL PROCEDURES .
1. Sales vrderapproved for credit | 1

Prenumbered shipping doc prepared. sequence checked ' . |

3 ihi;][l;ﬂg document quantity compared to salesinvoice | I |

Sales invoice checked w sales order |

4, Erenumberad sales invoices, sequence checked
F \

invoiced prices compared to approved price list

Sales dollar batch totals compared to sales journal

[}
1. General ledger code checked for sales product lings ‘ l | ’
i |
t.'

Periodie sales total compared to same period accounts |
recewable posting | | |

10. Agcoumtants have instructions to date sales onthe dataof |

shipmenl

11, Salegeniry date compared 10 shipping doc date

~ accounts receivable cantrobaccount

13, Intercompany accounts reconciledwith subsidiary
_company records

14, Credi files updated for customer payment history

i
|
I
12, Accountsreceivable sulisidiary totaled and reeonciled 1o \
|

15. Overdue customer accounts investigated for collection

Required:

For each client control procedure numbered 1~15, write a test of controls that could produce evidence

on the question of whether the client's control procedure is effective.

¥ (129):

For each of the following independent situations, describe the most appropriate course of action the
auditors should take under ROC Auditing Standards No. 55 (#1142 % 54).

(1) Pat Colt completed the December 31, 2014, audit of Manning and issued an unmodified opinion on
Manning's financial statements dated March 15, 2015. Colt's opinion was released, along with
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Manning's financial statements, on March 21, 2015. During a review of Manning's first quarter
10-Q in late April, Colt became aware of the company's settlement with a customer over a product
warranty lawsuit; this case had been settled on March 13, 2015. Although Colt had received the
necessary letter from Manning's attorneys, the letter arrived prior to the settlement of the case and
did not mention this development. After reviewing the information related to the settlement, Colt
does not believe that the settlement is material to Manning's financial condition or results of
operations and believes the opinion on Manning's financial statements is still supportable.

(2) Cameron Alta completed the December 31, 2014, audit of Saxe Company on February 10, 2015.

Saxe is planning to release its financial statements, along with Alta's opinion on these financial
statements and internal control over financial reporting, on Februaryl7, 2015. On February 12,
2015, a flood in one of Saxe's warehouses located in the Gulf Coast region destroyed more than $10
million of inventory. Although the extent to which this loss is recoverable through Saxe's insurance
is uncertain at this time, Alta believes that this loss could have a material impact on Saxe's financial
condition and results of operations.

(3) Following the completion of the 2014 audit of Blankenship Corporation and release of the financial

statements and auditor's reports, Reese Jill met with the manager on the engagement to conduct a
postmortem on the engagement and identify how changes in Blankenship's operations noted during
the most recent audit may affect future audits. During this review, Jill became aware that
Blankenship's process for evaluating goodwill related to an acquisition made by Blankenship
during the most recent year for potential impairment had not been considered. Jill believes that the
omitted procedure is important in suppoiting the opinion on Blankenship's financial statements and
that users continue to rely on the financial statements and the auditor's reports.
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