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(' )11.The account” preium on Bonds Payble” appears on  the
(1)income statement as a revenue account.
(2)income statement as an €xpense.
(3)balance sheet as a reduction of a liability.
(4)balance sheet as an increase of a Lability.
()12.Warranty obligations, as report on the balance sheet, arise  from
(1goods that have been sold without any from of guarantee.
(2)sales of goods on credit but not from cash sales.
(3)from the desire to recognize expenses as soon as possible
while delaying recognition of the related revenue as long as possible.
(4)an attempt to match the expense of guarantees to the period 1n which
the related goods were sold.

( )13.Machinery with a cost of $ 50,000 and a book value of $ 17,500 was sold
for $ 5,000 plus a note receivable of § 12,500 . No gain or loss was recorded
for this transaction. What was the effect of this accounting procedure on the
19A financial statement items listed below ?

(1) (2) 3 4)
Assets Correct Overstates Correct Overstates
Equit Correct Overstates Understates Correct
Net Income  Correct Overstates Understates Overstates

(  )14.The payment of cash dividends on common stock 1S °
ey @ & @
never the expense to the paying firm Yes Yes No No
always beneficial to common stockholders Yes No Yes No
(  )15.If the prices are rising steadily during an accounting period -
(1)Gross margin will be lower with LIFO than with FIFO.
(2)LIFO will ensure that the ending mventory 1s stated at or near current
market values on the balance sheet.
(3)cost of goods sold will be closest to current costs with FIFO.
(4FIFO will minimize Income taxes.
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— ~ The 2002 accounting records of Winona Co. reveal the following transactions
and events :
Payment of interest $ 6,000 Cash sales $ 38,000
Payment for land 74,000 Loss on sale of aircraft 3,000
| Net income 38,000  Depreciation expense 18,000
;’ Payment of accounts payable for merchandise  § 90,000
Payment of dividends 14,000
| Collection of accounts receivable 180,000
f Payment of salaries and wages 65,000
4’ Receipt of dividend revenue 14,000
Payment of income taxes 15,000
Proceeds from sale of aircraft 812,000
Purchase of equipment for cash 22,000
Payment of operating expenses 20,000
Prepare the cash flows from operating activities section using the direct method.
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