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1. Give a brief explanation for the following terms {9 points)

{1) Residual saivage

(T} Price-camings {p/c) ratio

(1) Stock split

(4) Accrue basis

(5) Quick raiio

{6) Accelerated depreciation method

1. True and false (8 points)
For each of the following mﬂmTwﬁ:thM“ﬂ

statement is True or False.
[I;Lrahlluummhmmﬁwﬂﬂlmﬁ’mpﬂ insaclions of &
:*}mpnmmﬂnmmmﬁmmﬁﬂnﬁﬂm al stz
to its shareholders. __ : o
{jihmmmmpﬂfﬂmhwtﬁtﬁf__ L
monih or one year. '
(4 Mﬁjﬂﬂn&ﬂtﬂﬂ?lﬂﬁ#ﬂﬂmﬂw@w-ﬂw
total assets and increase total liabilities.
(5) The return on assets ignores how the assets of husiness have | L
return on cquily, in confrast, takes financing cost, and also ineo
consideration. L
(6) “ﬁmmvﬂmmﬁmﬂumﬂ.fﬁﬂﬂku . with
of the shares issued, regardiess of whether the issuance price is equal.
than par, o7 less than par. ol
(7) The sales of treasury stock at a price in excess of its m
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which should be presented as non-operating item in the income statement,
(8) The statement of retain carnings shows revenue, Expenses, and dividends for the

' aceounting period.
3. Multiple choice questions (please choose the best one for each of the following :
questions (13 pointy) , _ _1_
(13 On December 15, 2006, ABC Company reacquired 2000 Ihﬂ‘ﬂ':l of its own $10 :,3
. rice of $50 per share, In 2007, Eﬂnlhmau!'ﬂuumw:rMm L 'i
ot & ing statements is; E
ceissued at a price of $60 per share. The correct ane of the following stats iy _ i
share on the re-issuance of the 500

A ABC Company recognized a gain of $10 per

.l"

0000 when the treasury stock.
i o R
= o o U [N
3 _,__:: t wrinll=c e
ury stock transactions result in an overall reduction "r—E"ﬁﬁ-'f-'_'"I 1

¥ -

. N

e _.1 "."Il“.‘.lI 'ﬂ-l1

treasury stock in 2006,
B. ABC stockholders’ equity was in creased by $11

ik

L
i

was acquired;
. The twp trcas

stockholders’ equity of S85000; |
0. The reasury purchased was recorded at cost and

December 31, 2007, Balance Sheet as an asset,
E. None of the above,

(2) Which of the following transaction Woul
increase?
A, lssue of 10000 bonds payable at premi
B. Disposal of an item of equipment fc

has a net book value of i‘i T R
C. Receipt of $2300 from a cret
D. Reacquired the compan;
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1. Income is understated by S1650,
. None of the above,

|
"

-

|

A

(47 Extracts from a company's income statements are given below:

[tems | Amounts 1
Sales revenue § 150000 31
Cash discount 1500
[nventary { January 1, 2007) . 17500 | |
Purchases 12000 { L ;
Inventory { December 31, 2007) 19500 - .
?‘h-.- average da:._r.s_ of inventory 14 (the nearest day).
A. 47days; B. 68 days; (., 71 days; D). 45 days. Poe

(5) Which of the following entries causes an immediate decrease both in assets and
in stockholders' equity?

A. The entry to record revenue earmed but not yet received;
B. The entry to record depreciation expenses, 3
(. The entry to record the camed portion of rent '-..= ved in ady

(6) At December 31, 2007, W compai .
the accounts receivable totaled
decided 1o write off bad debts totalin
accounts receivables to 5% nEE'iiu’Elq
figure should appear in the incon
A $15000;  B.$24000; €

() Aﬂmbum
A, E.IEI:HEI'E" I
B. F:lltfw

b

C. Fall ffmm
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(8) SA Company has net assets of $1500000 and paid-in capital of $450000. The
only stock issue consists of 75000 outstanding shares of common stock, From this

information, it can be deduced that the company has:

A Retained earnings of $1 500000,
B Additional paid-in capital of $1050000;

C. Abook value of 320 per share of common stock,
of $6 per share of common stock.

0. A book value
(9y Asa result of a 5% stock dividend: =
A. Total stockholders’ equity decrease by 3%,

8. The par value per share decrease by 3%
¢ The number of shares owned by each stockholder increase by 504, but total

stockholders’ equity does not change;
the number of shares sutsianding and the total stockholders’ equity increase

(10y Dividend ¥ ield
A, Dividing annual dividend per share by
n  Dividing annual dividend per share by |

¢, Dividing annual dividend per share by ﬁs' ,='
cusrent market price per share, whichever mm o) itiee
D. Dividing annual dividend pﬂm:hf

> :.:Ll:f:;

(11) Which of the following actie
garnings, even though the total
A. Change from the FIFQ 1o L

rising prices. -y
B. Lﬂngﬂ’lﬂﬂlﬂg ﬂ'}t _-:i_v. - .I:...‘_I, ,.:
D, Replacing a long-term as
E. None of the above,
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B. Objective principle;

(. Going-concern assumption,
D. Concept of materiality,

F. None of these.

(13) A high quality of earnings is indicated by:
A. Earning derived largely from newly introduced products;
R. Declaration both cash dividends and gtock dividends;

¢ Use of the FIFO method of inventory during sustained inflation;
D. A history of increasing earnings

and conservative accounting method.

4. Translate the following statements from Chinese into English. (14 P"‘iﬁ“;' Ape==
Uy VR T AR AR TR AR R R RO

ey LR TR 2 o S G . (A A LA K

o o 7 L P R« PRI 8 R 5 q . s

by 6 R S e
() JEET E R ESE A R RS R
% 1R SRR MR . B A SE R
b AR XA, PR i LAAER T
5] 5 i R 0 B K '

o A M 119105 T AR S P T B S =B

e
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for the amount of revenue recognized to be less than the selling price of the goods
and services sold. One obvious situation is the sales merchandise at a discount—

at an amount less than its normal sefling price.

6. Long-term liabilities ( 6 points)
(n December 31 , 2006, XY Company issued $2000000 face amount of B%, 10-year bonds

payable, with interest payable each June 30 and December 31. The bonds sell at price of 101. X¥
uﬁ the siraight-line method of amortizing any discount or premium,

Required:

(13 To make the journal entry for XY company to record the first payment of inferest and interest

expenses at June 30 2007, : . e =i

- Ay : ‘of XY, on December 31, =il

(3) To compute the carrying valug of the bonds payable at balance sheet £, = ae
2007. ok

7. Statement of cash flows (13 points) Y _
The data below are taken from the financial mumﬂtww

§ 670000 | § 575000

| Accounts receivable . _.
Inventory m_ NI
5 = i ! B "-___ ik
| Prepaid expenses i
N

| Accounts payable

Accrued expenses payable ; :
Items of Income statement H 15
Net income - e "_ e

| Depreciation expenses .

Amortization expenses ﬁfpw"‘.
Amorizationof discount n b
Giain an sales of equipment

i

Using only the 2
by indirect metbo

p B=te
_a. -
=
e S
- T :_i:_ amr
o= J 3 £ 3 a
..-":Ii!I Fog e L = _E'-.‘}J_
iy = T
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