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BT (H)

This test has two parts. The first part consists of 25

multiple-choice questions at 2 points cach for a total of 50
points. PLEASE select the ONE AND ONLY ONE BEST answer to

each multiple-choice question.

PART 1 : MULTIPLE-CHOICE QUESTIONS (2 POINTS EACH)

1.

The gencral objective of financial reporiing is to:

a. provide information wuseful in the decisions of
external users

b. meel the needs of internal users

c. provide information about an entity’ s carnings

d. provide information about an enlily’ s cash flows,

Which accounts arc increascd with credits?

a. Cosl of Goods Sold, Capilal Stock, Asscls

b. Dividends, Revenue, Liabilities

c. Asscts, Cost of Goods Sold, Myidends

d. Liabiliiies, Capital Siock, Revenue

. The ease with which an assel ean be converted into cash

is termed:

a. financial flexibility
b. liquidity

operating capability

I 1.

capital maintenance

. Which of the following stalemcnis about revenucs is NOT

irue?

a. revenues generally are a gradual result of the
CArning process

b. revenues resull from ihe entity s ongolng major or
central opecrations

c. revenues arce usually recognized at the time goods
are sold or services rendered

d. revenues include increases in net assets from

peripheral or incidental transactions of an entity

. You would like to deposit a sum of money today that

would enable you to withdraw $1,000 a year for five
years. If the interest paid on the amound deposited is
10% compounded annually and if the first withdrawal is
madc onc year from today, the formula you would use io
determine the amount of the inilial deposit is:

a. the present value of a deferred annuity

b. the present value of an annuity due

¢. the preseni value of an ordinary annuity

d. the future value of an ordinary annuily

. The advaniage of relating a Company’ s bad experience io

its accounts receivable is that this approach:
a. Gives a reasonably correct statemeni of reccivables

in the balance sheect



b. Relatcs bad debts expense lo the period of sale

c. Is the only generally accepicd meihod for valuing
accounts receivable

d. Makes estimates of uncollectible accounts
UNNCCCSSary

Tamison Corporation’s inventory cost on iis balance

sheet was LOWER under firsi-in, first-out than under

last-in, first-out., Assuming no beginning inventory,

what direction did the cost of purchases move during the

period?

a. Up
b. Down
c. Steady

d. CANNOT be determined

Yhen valuing raw materials inventory at lower of cost or
market, what is the meaning of thc term "market"?

a. Net rcalizable value

b. Net realizablc value less a normal profit wargin

c. Current replacement cost

d. Discounted present valuc

On Auguse 1, 1992, Bamco Corporation purchased a new
machinc on a deferred payment basis. A down payment of
$1. 000 was made and 4 quartierly installations of %2, 500

each are to be made beginning on September 1, 1992. The

E.F—-- =m

10.

11.

cash cquivalent price of the machinc was 39, 500. Bamco
incurred and paid installation cosis amounting to $300.

The amount io be recorded as ihe cost of the machine is:

a. $ 9,500
b. $ 9,800
c. $11,000
d. $11,300

In which of the following methods is salvage value not

considered in the calculation of the first year's

depreciation on fixed asscts?

a, Straight-line

b. Double-declining-balance

c. Sum-of-the-years -digiis

d. Productive—outipul

Concerning computer sofiware io be sold, lcased or

otherwisc markeicd, which costs should be capitalized

and expensed as cost of goods sold?

a. maintcnance and cusiomcr support costs

b. dcsign, coding and icsting costs incurred beforc
technological feasibilily is established

¢. costs of software developed for internal use

4 costs of discs, software duplication and training

malerials

12. Which of the following sets of conditions would give



13.

14.

rise to the accrual of a contingency under current

general ly accepied accounting principles?

a. Amount of loss is reasonably estimable and event
occurs infrequently

b. Amount of loss is reasonably estimable and
occurrcnce of event is probable

c. Event is unusual in nature and occurrence of cvent
is probable

d. Event is unusual in nature and event occurs
infrequently

The proceeds from the issuance of bonds are equal to:

a. 1lhc face value of the bonds plus interest to be paid
over the life of the bonds

b. thc prcsent value of the principal and inicresi
paymcnis discounicd using the market interest rate

c. the present value of the principal and intleresi
paymcnis discounted using the stated interesi ratc

d. the face valuc of the bonds less any premium or
discount

On Fcbruary 1, 1992, Barney Co. bought 400 of Marris

Corporation’s $1.000, 6% bonds ihai pay interest on

January 1 and July 1. They were bought at 87, On

October 1, 1992, 100 of the bonds were sold at 95, The

loss on sale of these bonds amounted to:

15.

16.

a. % 200

b, %2, 000
c. § 200
d. $3,000

How should cumulative preferred dividends in arrears be

shown in a corporation’ s balance sheel?

a. Footnotle

b. Increase in stockholders’ equity

¢. lncrease in current liabilities

d. Increase in current liabilities for the amount
cxpected 1o be declared within the year or operating
cycle, and increasc in long-ierm liabilities for the
balance

Cash dividends are usually declarcd on onc daic, payable

on a subsequent date to stockholders of record on some

intermediate date. At which of ihe following dates has

the inveslor stockholder theoretically realized income

from the dividend?

a. The date the dividend is declared

b. The date of record

e. The date the dividend check is wailed by the
corporation

d. The date the dividend check is received by the
stockholder



I7.

18.

19.

The installment method of accounting for retail sales

may be used when the:

a. Collection of the sale price is not rcasonably
assured

b. Collection of the sale price exiends beyond 12
nonths

e. Right to rcpossess the merchandise is relained by
the seller

d. Nonc of the above

Donna Corporation had 800, 000 common shares outstanding

on January 1, issucd 600,000 shares on May 1 and had

income applicable to common siock of $2, 600, 000 for the

ycar cnding December 31, 1992, Earnings per sharc of

common stock for 1992 would be:

a. 32 83
b. $2.00
c. $1.80
d. $1.73

The vesicd benefits of an employee in a pension plan

represcnt:

a, Benefiis to be paid to the retired employe in the
currcnt year

b. Benefits to be paid to the retired cmployce 1n the

subsequeni year

¢. Benefits accumulated in the hands of an independent
trustee
d. Benelfits that are not conlingeni on the ecmplovec” s

continuing in the service of the cmployer

20. Lease Y contains a bargain purchasce option and the lease

2L

2.

term 15 equal to 90% of the estimated economic life of
the leased properily. Lease 7 contains a bargain
purchasc option and the lease term is less than 79% of
the eslimaled economic life of the leased property. llow
should the lessee classify these leases?

Lease Y Lease Z
a. opecrating lease operating lease
b. operating lease capilal lease
c. capital lease capiial lecasc
d. capital lease operaling lease
In a siatemenl of cash flows, reccipts from sales of
properly, plani, and cquipment should generally be
classificd as cash inflows from:
a. Operating activitics
b. Financing aclivities
¢. Investing activitics
d. Selling activities
Rovaliies are recognized when received in 1991 for

incomc tax purposcs and rcecognized when earmed in 1992



Z3.

24.

for financial statcment purposcs. This is an cxample of

.

.

Fermancnt difference thal gives risc to interperiod
tax allacation

Permanent diffcrence that does not give rise to
interperiod tax allocation

Temporary difference that gives rise to interpericd
tax allocation

Temporary diffcrence that does not give rise to

interperiod tax allocation

¥hich of the following is characteristic of change in an

accounting estimate?

d.

I1 usually need not be disclosed

It does not affect the financial sialcments of prior
por iods

It should be reported through the restatement of the
financial statcmenis

It makes necessary the reporting of pro forma

amounts for prior periods

Information concerning the Gas Company’ s common stiock is

as follows:

& s i T

Per Sharc

Book valuc at December 31, 1992 $12.00
Quotcd markel valuc on New York Stock

Exchange on December 31, 1992 9.00
Earnings for 1992 3. 00
Par value 2.00
Dividend for 1992 1. 00

¥hat was Lhe price-earnings ralio on common stock for

19927

a 2 1iol

b. 2.67 1o 1
c. dtol

d 41tol

23. Which of the following asset valuation methods is not a

violation of the accounting concept of historical cost?

a,
b.
C.

d.

Net present value of future cash flows
Replacement cost
Market value

General price-level resiatement

(10%) U - FF7REBEIHEZ Hik(Transfer Pricing Methods) *

AR -

(10%) W - SE1ATT - BAATE - WRBRAE =FME A 2 T

EHHAR ?
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2.

3.

Evaluate the following inlegrals, (18%)

(1)

(2)

A ; :
manufatcturer js planning to sel] a new product at th
c

price of 3150 per unit and eslimates that if x thousand

dollars is spcnt on promotion, approximately EEE{ + EEEi
2y+2 x+4

unils of the product will be sold. The cost of
manufacturing the product 15 $50 per unit If the

manufacturer has z total of $16, 000 to spent on

development and promolion, how should ihjs moncy be
allocatd 1o generate the largest possible profit? (a)
Use the Mcthod of Lagrange Multiplier to solve the
problem, and (b) Interpret ihe Lagrange Multiplier 2 in

cconomic lcrm.  (20%)

21

Determine where ihe function f(x) = is
| | (x+1)
INcreasing, decreasing, concave upward, and conca

; ve

p y
ownward. Find the relative extrema and inflection

points and draw the graph. (20%)

Find the arca of ihe region bounded by the linc y = Tx

and the curves (12%)
Find dy/dx of the function by implicit

differeniiation. Simplify your answer. (12%)
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