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‘ 1. Barr Company's unadjusted trial balance at 6. On June 30, 1987, Dorr, Inc. declared and
! December 31. 1986, included the following - issued a 10% common stock dividend. Prior
; accounts: to the dividend, Dorr had 30,000 shares of
. Debit Credit $10 par common stock issued and outstanding.
. Allowance for doubtful ) The market price of Dorr's commond stock on
H accounts.............$ 3,200 June 30, 19$7, was $27 per share. as a
; Sales...eeirerinnriennaianenas...$1,445,000 result of this stock dividend, by what
? Sales returns.......... 25,000 amount should Dorr's total stockholders'
’e Barr estimates its uncollectible receivables equity incr#ase or (decrease)?
at 2% of net sales. For 1986, Barr should a. ($81,000) b. $51,000 c. $30,000
report doubtful accounts expense of d. $0 €. none of above
| a. $31,600 b. $28,900 c. $25,700
! d. $25,200 e. none of above 7. On January 1, 1986, Farr, Inc. changed to
the straight-line method of depreciation
2. On December 31, 1986, Park Company sold used from an accelerated method of depreciation
, equipment to Ott Corp. and received a non- for its machinery and equipment. The
interest bearing note requiring payment of accumulated idepreciation through December 31,
$5,000 annually for ten years. The first 1985, was $600,000 higher than if the
payment is due December 31, 1987, and the straight-line method had been used. The
prevailing rate of interest for this type of change was made for financial statement
note at date of issuance is 12%. Present reporting but not for income tax reporting.
value factors are as follows: Farr's income tax rate is 40% for 1985 and
Present value of 1 at 12% for 10 periods0.322 1986. 1In Farr's 1986 income statement, the
Present value of ordinary annuity cumulative effect of this change in accountinf
of 1 at 12% for 10 periods 5.650 principle shbuld be reported at
In its December 31, 1986 balance sheet, Park a. $600,000 b. $360,000 c. $240,000
should report the carrying amount of the d. $0 ‘e. none of above
note at :
a. $16,100 b. $28,250 c..$21,750 8. Jason Company incurred the following
d. $50,000 e. none of above infrequent losses during 1986:
* A major styike by employees shut down one
3. Dart Company's accounting records indicated of Jason's|factories. Shutdown losses
the following information: totaled $180,000.
Inventory, 1/1/86..........% 500,000 * A loss of $100,000 from writedown of plant
Purchases during 1986...... 2,500,000 and equipment to estimated realizable
Sales during 1986.......... 3,200,000 value.
A physical inventory taken on December 31, * A loss of $150,000 on disposal of one of
1986, resulted in an ending inventory of three similar factories.
575,000. Dart's gross profit on sales has In its 1986 income statement, how much
remained constant at 25% in recent years. should Jason report as total infrequent
Dart suspects some inventory may have been losses which jare not considered
. taken by a new employee. At December 31, extraordinary losses?
1986, what is the estimated cost of missing a. $250,000 b. $280,000 c. $330,000
inventory? d. $430,000 ‘e. none of above
a. §25,000 b. $100,000 c. $175,000
. . d-_$225,000 e. none of above 9. On December 31, 1985 and 1986, Taft Company
‘ had 100,000 shares of common stock and 50,000
‘ 4. Among the items reported on Neal Corporation'd shares of noncumulative and nonconvertible
| income statement for the year ended December preferred stokk issued and outstanding.
31, 1986, are the following: : Additional information is as follows:
Interest received on municipal bonds $10,000 stockholders'lequity at 12/31/86 $4,500,000
Amortization of goodwill 18,000 Net income year ended 12/31/86 1,200,000
‘ Timing differences for interperiod tax Dividends on breferred stock year
allocation amount to ended 12/31/86......000nvunn.... 300,000
a. $28,000 b. $18,000 c. $10,000 " Market price per share of
d. $0 e. none of above common stock at 12/31/86........ 72
The price—earﬁings ratio on common stock at
5. On January 1, 1987, Wolf, inc. issued its December 31, 1986 was
10% bonds in the face amount of $500,000, a. 5tol b. 6tol c. 8 to 1
that mature on January 1, 1997. The bonds d. 9 to 1 e. none of above
were issued for $443,000 to yield 12%, *
resulting in bond discount of $57,000. wWwolf 10. Dean, Inc., owns 100% of Roy Corporation, a
uses the interest method of amortizing bond consolidated #ubsidiary, and 80% of wall,
discount. Interest is payable July and Inc., an unconsolidated subsidiary at
January 1. For the six months ended June 30, December 31,,ﬂ986. The same date, Dean has
1987, Wolf should report bond interest receivables oﬁ $200,000 from Roy and $175,000
expense at 1 from wall. 1In its December 31, 1986
a. $26,580 b. $50,000 c. $53,160 consolidated Halance sheet, Dean should
d. $22,150 e. none of above report accounts receivable from investees at

a.”$0 b.$35,000 c¢.$175,000 d.$235,000 e. none
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