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1. Oxford Inc. was authorized to issue 200,000 £10 par value ordinary shares. As of December 31, 2020, the
company had issued 88,000 shares at an average price of £22 per share. During 2020, the company felt
that the shares were undervalued so it purchased 20,000 treasury shares at £18 per share. When the share
price rebounded later in the year, the company sold 8,000 of the treasury for £25. Retained earnings was
£829,000 at December 31, 2020.

The balance in the Treasury Shares account at December 31, 2020 is
a. £180,000.

b. £80,000.

c. £216,000.

d. £360,000.
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2. The following data are available for Springer Corporation.

Net income £380,000
Depreciation expense 60,000
Dividends paid 90,000
Gain on disposal of land 15,000
Decrease in accounts receivable 30,000
Decrease in accounts payable 45,000

Net cash provided by operating activities is:

a. £320,000.
b. £410,000.
c. £440,000.
d. £500,000.

3. EI Toro Manufacturing Inc. declared a 20% share dividend when it had 200,000 ordinary shares (€5 par
value) outstanding. The market price per share was €8 on the declaration date. The entry to record the
dividend declaration included a credit to

a. Share Dividends of €320,000.

b. Share Premium—Ordinary for €280,000.

¢. Share Capital-Ordinary for €320,000.

d. Ordinary Share Dividends Distributable €200,000.

4. Don’s Copy Shop bought equipment for $150,000 on January 1, 2019. Don estimated the useful life to be 3
years with no residual value, and the straight-line method of depreciation will be used. On January 1, 2020,
Don decides that the business will use the equipment for a total of 5 years. What is the revised depreciation
expense for 20207

a. $50,000
b. $20,000
c. $25,000
d. $37,500
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5. Bertram Company assembled the following information in completing its May bank reconciliation: balance
per bank £15,640 outstanding checks £3,550; deposits in transit £2,500; NSF check £1,360; bank service
charge £50; cash balance per books £16,000. As a result of this reconciliation, Bertram will

reduce its cash account by £50.

reduce its cash account by £1,410.

increase its cash account by £1,050.

increase its cash account by £360.
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6. Yanik Company’s delivery truck, which originally cost £112,000, was destroyed by fire. At the time of the
fire, the balance of the Accumulated Depreciation account amounted to £76,000. The company received
£64,000 reimbursement from its insurance company. The gain or loss as a result of the fire was

a. £48,000 loss.
b. £28,000 loss.
c. £48,000 gain.
d. £28,000 gain.

7. At December 31, 2020, Murchi Company reported total assets of Rs22,320,000, including inventory of]
Rs5,580,000 and net income of Rs7,365,600 for 2020. The reported inventory was overstated by
Rs1,050,000. Which of the following is true with regard to Murchi’s 2020 financial statements (ignore
income taxes)?

Total assets are understated and total equity is overstated by Rs1,050,000.

Cost of goods sold is understated and total equity is overstated by Rs1,050,000.

Cost of goods sold and total equity are both understated by Rs1,050,000.

Total assets and Net income are both overstated by Rs1,050,000.
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8. A company exchanges its old office equipment and $100,000 for new office equipment. The old office
equipment has a book value of $70,000 and a fair value of $50,000 on the date of the exchange. The cost of]
the new office equipment would be recorded at

a. $170,000.
b. $150,000.
c. $120,000.

d. cannot be determined.

9. Mather Company made a purchase of merchandise on credit from Underwood Company on August 8, for
$8,000, terms 3/10, n/30. On August 17, Mather makes the appropriate payment to Underwood. The entry
on August 17 for Mather Company is:

a. Accounts Payable.......cccccviieiiiniinninenieeeee e 8,000

721 1 DU U 8,000
b. Accounts Payable.......cccocviiiiiieeiiinceicnc 7,760

07 T.) < ST TT NS ASUUPUUURUOURUUOt 7,760
c. Accounts Payable.......ccccoiiiiininnnciieec e 8,000

Purchase Returns and Allowances ..........cccccovecrreecinnen 240

07 1] s TSSO URSRPUUOPPURUPPRIRt 7,760
d. Accounts Payable.......c.cciriiiiciiniiiiiiiciie e 8,000

INVENLOTY evviiveeiceeeienre et e e are b 240

L OF: T:] s WU TUT O UURURRRN 7,760
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10. Lulzbot.com sells 6,000 units of its product for €500 each during the year ending December 31, 2020. The
selling price includes a one-year warranty on parts. It is expected that 3% of the units will be defective
and that repair costs will average €50 per unit. In the year of sale, warranty contracts are honored on 120
units for a total cost of €6,000. What amount will be reported on Lulzbot.com's statement of financial
position as Warranty Liability on December 31, 20207

a. €6,000
b. €9,000
c. €3,000
d. Tt cannot be determined.
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3. (13%) On January 1, 2020, Cullumber Industries Ltd. issued £2,140,000 face value, 5%, 10-year bonds
at £1,982,494. This price resulted in an effective-interest rate of 6% on the bonds. Cullumber uses the
effective-interest method to amortize bond premium or discount. The bonds pay annual interest January
1.

(D)= REB 24 B EFRXRA

Instructions

(Round all computations to the nearest pound.)
a. Prepare the journal entry to record the issuance of the bonds on January 1, 2020.

b. Prepare the journal entry to record the accrual of interest and the amortization of the discount on December
31, 2020.

¢. Prepare the journal entry to record the payment of interest on January 1, 2021.

d. Prepare the journal entry to record the accrual of interest and the amortization of the discount on December
31,2021,

4. (27%) On January 1, 2020, Ivanhoe Wholesalers had Accounts Receivable €126,400, Notes Receivable
€45.600, and Allowance for Doubtful Accounts €34,600. The note receivable  is
from Bridgeport Company. It is a 4-month, 9% note dated December 31, 2019. Harter prepares financial
statements annually at December 31. During the year, the following selected transactions occurred.

Jan 5 Sold €40,700 of merchandise to Sheldon Company, terms n/15.
20 Accepted Sheldon's €40,700, 3-month, 8% note for balance due.

Feb 18 Sold €29,800 of merchandise to Patwary Company and accepted Patwary’s €29,800,
6-month, 9% note for the amount due.
Apr 20 Collected Sheldon note in full.
30 Received payment in full from Bridgeport Company on the amount due.

Accepted Potter Inc.’s €25,600, 3-month, 7% note in settlement of a past-due balance on
May 25
account.
Aug 18 Received payment in full from Patwary on note due.
25 The Potter Inc. note was dishonored. Potter is not bankrupt; future payment is anticipated.

Sold €12,000 of merchandise to Stanbrough Company and accepted a €12,000,

Sept. 1 6-month, 10% note for the amount due.

Instructions

Journalize the transactions. (Omit cost of goods sold entries.)

W rE 1. EAAL THHEES ) LS
0. ABMUKT AN TERLER » RBERLEEHT -
3. 2 AMNELAETEE A EM kit - FRARZHABETHRTRE  UAEZIREAHE -



