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A215
Winter 2013

Exam I
KEY
* Relax.

*  You have one hour and twenty minutes to complete this exam.

* For problems that require calculations show your work.

* Relax.

* Provide your answers in the space provided {not on a separate anzwer sheet).
* Please check to see that you have 13 pages (they are mumbered).

* Relax . and get started.
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The gquestions below come directly from my lecture slides, the text, quiz section materials, or
the homework problems.

1.

-

Lid

(2 pts) Accounting 13 considered the “language of
ANSWER (CHI): business

(3 pts) Companies engage in three types of business activities, which are represented by the

three sections of the cash flow statement. What are the three sections of the cash flow
statement?

ANSWER (CHI1 & CH 4): Operating, investing, financing

(2 pts) One of the major dizadvantages of organizing a business az a public corporation has to do
with taxes. What 1z the phrasze used to describe thiz disadvantage?

ANSWER (CHI1): Double taxation (also correct: corporate tax rate > personal tax rate)

(2 pt=) At the end of fiscal 2012, Bolt Company =ells a Jamaican shirt to a customer on credit

The customer promizes to pay early in fiscal 2013. This tranzaction will affect three of the four
financial statements at the end of fiscal 2012. Which financial statement will 1t not affect?

ANSWER (CHL. 2 & 3): Cash flow statement

(4 pts) The FASE and the IASB et and modify accounting standards. What do we call theze
standards (provide a name for full credit. An acronym is worth half credit):
FASB standards are called:

[ASE standards are called:

ANSWER (CHI): Generally Accepted Accounting Principles (GAAP). We also accepted
Financial Accounting Standards (FAS)
International Financial Reporting Standards (IFRS)

(2 pts) There are six steps in measuring external tranzactions. What 13 the first step?

ANSWER (CHI): Analvze source documents or receipis
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7. (2 pts) If an mmvestor would like to know the aggregate amount of profit that a company has
earned over itz lifetime and not paid back to mnvestors in the form of a dnadend, which account
on the balance sheet should the investor examine?

ANSWER (CH & 4): Retained earnings

8. (2 pts) After creating a trial balance, Mr. Gatlin totals up his debit column and credit column.
They are equal; both have a balance of $340,000. Does thiz imply that Mr. Gatlin has recorded

all of his company’s tranzactions cormrectly? (circle one)
Yes, Mr. Gatlin knows his stuff.

No, Mr. Gatlin should pay closer attention m A215.

ANSWER (CH2): No. It is possible that Mr. Gatlin forgot to record a transaction (so both
the debit and credit side are missing the transaction), or recorded a transaction for the
wrong amount (both sides reflect the wrong amount, so they equal).

9. (2 pts) What is the principle that states that a company should recopnize revenne in the period in
which it 13 eamed?

The principle.
ANSWER (CH3): Revenue recognition

10. (3 pts) Does a credit increase or decrease the following accounts
(circle one answer per account):

Interest revenue Increase Diecrease

Sales returns Increaze Diecreasze

Dividends Increaze Diecreasze
ANSWER (multiple chapters)

Interest revenue Increase

Sales returns Decrease

Dividends Decrease



