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Chaeter 2—Basic Accounting Conceets

True/False

No. Obj. Difficulty | No. Obj. | Difficulty
1 2-1 Easy 11 2-1 Easy
2 2-1 Easy 12 2-1/2-2 | Moderate
3 2-1 Easy 13 2-1 Moderate
4 2-1 Moderate | 14 2-1 Moderate
5 2-1 Moderate | 15 2-2 Easy
6 2-1 Easy 16 2-2 Easy
7 2-1 Moderate | 17 2-2 Easy
8 2-1 Easy 18 2-2 Easy
9 2-1 Easy 19 2-3 Easy
10 2-1/2-2 Moderate | 20 2-3 Easy

Multiple Choice
No. | Obj. | Difficulty] No. | Obj. | Difficulty } No. | Obj. | Difficulty

1 2-1 Easy 21 2-2 Easy 41 2-3 Moderate
2 2-1 Easy 22 2-2 Easy 42 2-3 Easy
3 2-1 Difficult J 23 2-2 Moderate | 43 2-3 Easy
4 2-1 Moderate | 24 2-2 Moderate | 44 2-3 Easy
5 2-1 Difficult | 25 2-2 Moderate | 45 2-3 Easy
6 2-1 Easy 26 2-2 Moderate | 46 2-3 Easy
7 2-1 Moderate | 27 2-2 Easy 47 2-3 Easy
8 2-1 Difficult J 28 2-2 Moderate | 48 2-3 Easy
9 2-1 Moderate | 29 2-2 Moderate | 49 2-3 Easy
10 2-1 Difficult § 30 2-2 Moderate § 50 2-3 Easy
11 2-1 Easy 31 2-3 Easy 51 2-3 Easy
12 2-1 Moderate | 32 2-3 Easy 52 2-3 Moderate
13 2-1 Moderate | 33 2-3 Difficult J 53 2-3 Moderate
14 2-2 Easy 34 2-3 Difficult | 54 2-3 Easy
15 2-2 Easy 35 2-3 Difficult |55 2-3 Easy
16 2-2 Easy 36 2-3 Difficult | 56 2-4 Easy
17 2-2 Easy 37 2-3 Difficult |57 2-4 Easy

18 2-2 Moderate § 38 2-3 Moderate J 58 2-5 Moderate
19 2-2 Moderate § 39 2-3 Moderate § 59 2-5 Moderate
20 2-2 Moderate § 40 2-3 Moderate
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Problems

No. Obj. Difficulty No. | Obj. Difficulty
1 2-1 Moderate 6 2-3 Moderate
2 2-1 Difficult 7 2-3 Moderate
3 2-1 Moderate 8 2-5 Difficult
4 2-2 Moderate 9 2-5 Difficult
5 2-2/2-3 | Difficult 10 2-5 Difficult
Other
No. Obj. Difficulty | No. | Obj. Difficulty
1 2-2 Easy |
TRUE/FALSE
1. The basic elements of a financial accounting system include a framework for preparing financial
statements.
ANS: T PTS: 1 DIF: Easy

NAT: AACSB Reflective Thinking | AICPA FN-Reporting

2. The accounting equation is expressed as follows: Assets = Liabilities — Stockholders’ Equity.

ANS: F
NAT: AACSB Analytic | AICPA FN-Reporting

3. Any given transaction must affect all three parts of the accounting equation.

ANS: F
NAT: AACSB Analytic | AICPA FN-Reporting

PTS: 1

PTS: 1

4. Dividends are an example of an expense.

ANS: F
NAT: AACSB Analytic | AICPA FN-Measurement

5. Retained earnings will be reduced by the amount in the dividend account.

ANS: T
NAT: AACSB Analytic | AICPA FN-Measurement

6. By keeping a running total of the effects of transactions, the accounting equation provides a

PTS: 1

PTS: 1

DIF:

DIF:

DIF:

DIF:

Easy

Easy

Moderate

Moderate

framework for summarizing the effects of a series of transactions.

ANS: T
NAT: AACSB Reflective Thinking | AICPA FN-Reporting

PTS: 1

DIF:

Easy

OBJ: 2-1

OBJ:

OBJ:

OBJ:

OBJ:

OBJ:



10.

11.

12.

13.

14.

15.

A business receives $10,000 cash for a sale of merchandise and records this receipt of cash as an
increase in equipment by mistake. The accounting equation is still in balance.

ANS: T PTS: 1 DIF: Moderate OoBJ: 2-1
NAT: AACSB Analytic | AICPA FN-Reporting

The effect of every transaction is an increase or a decrease in one or more of the accounting
equation elements.

ANS: T PTS. 1 DIF. Easy oBJ. 2-1
NAT: AACSB Analytic | AICPA FN-Reporting

The accounting equation can be expressed: Assets — Liabilities = Stockholders’ Equity.

ANS: T PTS: 1 DIF: Easy OoBJ: 2-1
NAT: AACSB Reflective Thinking | AICPA FN-Reporting

When an accounts payable account is paid in cash, the stockholders’ equity in the business
decreases.

ANS: F PTS: 1 DIF: Moderate OBJ: 2-1|2-2
NAT: AACSB Analytic | AICPA FN-Measurement

A transaction can affect at most two elements of the accounting equation.

ANS: F PTS: 1 DIF: Easy OBJ: 2-1
NAT: AACSB Analytic | AICPA FN-Reporting

When an account receivable is collected in cash, the total assets of the business increase.

ANS: F PTS: 1 DIF: Moderate OBJ: 2-1|2-2
NAT: AACSB Analytic | AICPA FN-Measurement

Equality of the accounting equation means that no errors have occurred.

ANS: F PTS: 1 DIF: Moderate OoBJ. 2-1
NAT: AACSB Analytic | AICPA FN-Reporting

It is possible for a transaction to change the makeup of assets, but to NOT affect assets in total.

ANS: T PTS: 1 DIF: Moderate OBJ: 2-1
NAT: AACSB Analytic | AICPA FN-Reporting

When capital stock is issued by a corporation for cash, both the income statement and the balance
sheet are affected.

ANS: F PTS: 1 DIF: Easy OBJ: 2-2
NAT: AACSB Reflective Thinking | AICPA FN-Reporting
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16. Fees earned and paid in cash will increase operating activity cash flows as well as retained
earnings.

ANS: T PTS: 1 DIF: Easy OoBJ: 2-2
NAT: AACSB Reflective Thinking | AICPA FN-Reporting

17. Miscellaneous expenses are expenses that have an undetermined amount to be paid.

ANS: F PTS. 1 DIF. Easy OBJ. 2-2
NAT: AACSB Reflective Thinking | AICPA FN-Reporting

18. The payment of utilities expense in cash would affect the operating activities in the statement of
cash flows and the income statement but NOT the balance sheet.

ANS: F PTS: 1 DIF: Easy OoBJ: 2-2
NAT: AACSB Reflective Thinking | AICPA FN-Reporting

19. Revenues increase stockholders’ equity.

ANS: T PTS: 1 DIF: Easy OBJ. 2-3
NAT: AACSB Reflective Thinking | AICPA FN-Reporting

20. The two sides of the accounting equation do NOT have to be equal.

ANS: F PTS: 1 DIF: Easy OBJ. 2-3
NAT: AACSB Reflective Thinking | AICPA FN-Reporting

MULTIPLE CHOICE

1. The basic financial statements do NOT include the
a. income statement.
b. taxreturn.
c. balance sheet.
d. statement of cash flows.

ANS: B PTS: 1 DIF:  Easy OBJ: 2-1
NAT: AACSB Communication | AICPA FN-Reporting

2. Which of the following is NOT an element of the financial accounting system?
a. A set of rules for determining the recording of economic events
b. A framework for preparing financial statements
c. A setof rules for the stock exchange
d. Controls to determine whether errors occur during recording

ANS: C PTS: 1 DIF: Easy OBJ: 2-1
NAT: AACSB Communication | AICPA FN-Reporting
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If a $20,000 purchase of equipment for cash is incorrectly recorded as an increase to equipment
and as an increase to cash, at the end of the period assets will

a. exceed liabilities and stockholders’ equity by $10,000.

b. equal liabilities and stockholders’ equity.

c. exceed liabilities and stockholders’ equity by $20,000.

d. exceed liabilities and stockholders’ equity by $40,000.

ANS: D PTS: 1 DIF: Difficult OBJ: 2-1
NAT: AACSB Analytic | AICPA FN-Reporting

Which of the following is NOT considered to be a liability?
a. Wages payable

b. Accounts receivable

c. Unearned revenues

d. Accounts payable

ANS: B PTS: 1 DIF: Moderate OBJ: 2-1
NAT: AACSB Analytic | AICPA FN-Measurement

Which of the following statements is NOT true about liabilities?

a. Liabilities are debts owed to outsiders.

b. Account titles of liabilities often include the term “payable.”

c. Cash received before services are performed is considered to be a liability.
d. Liabilities do not include wages owed to employees of the company.

ANS: D PTS: 1 DIF: Difficult OBJ: 2-1
NAT: AACSB Analytic | AICPA FN-Measurement

Which of the following accounts is a stockholders’ equity account?
a. Cash

b. Accounts Payable

c. Prepaid Insurance

d. Retained Earnings

ANS: D PTS: 1 DIF: Easy OoBJ. 2-1
NAT: AACSB Analytic | AICPA FN-Measurement

Which of the following group of accounts are all assets?
a. Cash, Accounts Payable, Buildings

b. Accounts Receivable, Revenue, Cash

c. Prepaid Expenses, Buildings, Patents

d. Unearned Revenues, Prepaid Expenses, Cash

ANS: C PTS: 1 DIF: Moderate OBJ: 2-1
NAT: AACSB Analytic | AICPA FN-Measurement
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10.

11.

12.

Which of the following situations increase stockholders’ equity?
a. Supplies are purchased on account.

b. Services are provided on account.

c. Cash is received from customers.

d. Utility bill will be paid next month.

ANS: B PTS: 1 DIF: Difficult oBJ: 2-1
NAT: AACSB Analytic | AICPA FN-Measurement

The stockholders’ equity will be reduced by all of the following accounts EXCEPT:
a. revenues.

b. expenses.
c. dividends.
d. all of these.
ANS: A PTS: 1 DIF: Moderate OBJ: 2-1

NAT: AACSB Analytic | AICPA FN-Measurement

Expenses can be defined as

a. assets consumed.

b. services used in the process of generating revenues.

c. costs that have been incurred during the normal course of business.
d. all of these.

ANS: D PTS: 1 DIF: Difficult OBJ: 2-1
NAT: AACSB Analytic | AICPA FN-Measurement

The gross increases in stockholders’ equity attributable to business activities are called
a. assets.

b. liabilities.
C. revenues.
d. netincome.
ANS: C PTS: 1 DIF:  Easy OBJ: 2-1

NAT: AACSB Analytic | AICPA FN-Measurement

The payment of $10,000 for expenses was recorded by Spears Co. as an increase in cash of
$10,000 and a decrease in retained earnings of $10,000. What is the effect of this error on the
accounting equation?

a. Total assets will exceed total liabilities and stockholders’ equity by $20,000.

b. Total assets will exceed total liabilities and stockholders’ equity by $10,000.

c. Total assets will be less than total liabilities and stockholders’ equity by $20,000.

d. The error will not affect the accounting equation.

ANS: A PTS: 1 DIF: Moderate OBJ: 2-1
NAT: AACSB Analytic | AICPA FN-Reporting
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13. Which of the following will increase stockholders’ equity?
a. [Expenses > revenues
b. Dividends
c. Revenues > expenses
d. Cash is received from customers on account.

ANS: C PTS: 1 DIF: Moderate oBJ: 2-1
NAT: AACSB Analytic | AICPA FN-Measurement

14. A is an economic event that under generally accepted accounting principles affects an
element of the financial statements and must be recorded.
a. framework
b. control
c. setofrules
d. transaction

ANS: D PTS: 1 DIF: Easy OoBJ: 2-2
NAT: AACSB Communication | AICPA FN-Reporting

15. The statement of cash flows is integrated with the balance sheet because

a. the cash at the beginning of the period plus or minus the cash flows from operating,
investing, and financing activities equals the end of period cash reported on the balance
sheet.

b. the cash at the beginning of the period plus or minus the net income equals the end of
period cash reported on the balance sheet.

c. the cash at the beginning of the period plus or minus assets and liabilities equals the end of
period cash reported on the balance sheet.

d. the cash at the beginning of the period plus or minus the cash flows from operating
activities equals the end of period cash reported on the balance sheet.

ANS: A PTS: 1 DIF: Easy OBJ. 2-2
NAT: AACSB Reflective Thinking | AICPA FN-Reporting

16. Better Belly, Inc. had the following assets and liabilities as of September 30, 2009:
Assets $54,433
Liabilities $28,416

What is the stockholders’ equity of Better Belly as of September 30, 2009?
a. $0

b. $26,017

c. $82,849

d. Cannot be determined with this information

ANS: B PTS: 1 DIF: Easy OBJ: 2-2

NAT: AACSB Analytic | AICPA FN-Reporting
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17.

18.

19.

20.

21.

Better Belly, Inc. had the following assets and liabilities as of September 30, 20009:
Assets $54,433
Liabilities $28,416

If assets increased by $3,914 and equity increased by $2,290, what is the increase or decrease in
liabilities of Better Belly as of September 30, 2009?

a. ($1,624)
b. $1,624
c. $6,204
d. ($6,204)
ANS: B PTS. 1 DIF. Easy OBJ: 2-2

NAT: AACSB Analytic | AICPA FN-Reporting

RST borrowed $25,000 from the bank. Which of the following accurately shows the effects of the
transaction?

a. Increase cash $25,000 and decrease notes payable $25,000

b. Increase cash $25,000 and increase notes payable $25,000

c. Decrease cash $25,000 and decrease notes payable $25,000

d. Decrease cash $25,000 and increase notes payable $25,000

ANS: B PTS: 1 DIF: Moderate OBJ: 2-2
NAT: AACSB Reflective Thinking | AICPA FN-Reporting

Arnold, Inc. received cash from fees earned. How does this transaction affect the Statement of
Cash Flows?

a. Increase cash from Operating Activities

b. Increase cash from Investing Activities

c. Increase cash from Financing Activities

d. No effect on the Statement of Cash Flows

ANS: A PTS: 1 DIF: Moderate oBJ. 2-2
NAT: AACSB Reflective Thinking | AICPA FN-Reporting

Badger Corporation purchased equipment for cash. What is the effect of this transaction?
a. Cash will decrease and equipment will increase.

b. Total assets will remain unchanged.

c. Cash flow from Investing Activities will decrease.

d. All of these.

ANS: D PTS: 1 DIF: Moderate OBJ: 2-2
NAT: AACSB Reflective Thinking | AICPA FN-Reporting

Anderson, Inc. paid rent expense of $4,000 for the month of October. How are the accounts
affected due to this transaction?

a. Increase in cash $4,000 and increase in retained earnings $4,000

b. Increase in cash $4,000 and decrease in retained earnings $4,000

c. Decrease in cash $4,000 and decrease in retained earnings $4,000

d. Decrease in cash $4,000 and increase in retained earnings $4,000

ANS: C PTS: 1 DIF: Easy OBJ: 2-2
NAT: AACSB Reflective Thinking | AICPA FN-Reporting



22.

23.

24.

25.

26.

Anderson, Inc. purchased land for cash. What effect does this transaction have on the following
accounts:

a. Increase in Cash and decrease in Land

b. Decrease in Cash and decrease in Land

c. Increase in Cash and increase in Land

d. Decrease in Cash and increase in Land

ANS: D PTS. 1 DIF. Easy OBJ. 2-2
NAT: AACSB Reflective Thinking | AICPA FN-Reporting

Anderson, Inc. issued $15,000 in capital stock in exchange for cash. What is the effect of this
transaction?

a. Total assets remain unchanged.

b. Cash flow from Financing Activities will increase.

c. Net Income will increase.

d. Total Retained Earnings will increase.

ANS: B PTS: 1 DIF: Moderate OBJ: 2-2
NAT: AACSB Reflective Thinking | AICPA FN-Reporting

Anderson, Inc. receives $5,000 cash for fees earned. What is the effect of this transaction?
a. Total assets remain unchanged.

b. Cash flow from Financing Activities will increase.

c. Netincome will increase.

d. Retained earnings will remain unchanged.

ANS: C PTS: 1 DIF: Moderate OoBJ: 2-2
NAT: AACSB Reflective Thinking | AICPA FN-Reporting

The stockholders’ equity will be reduced by all of the following accounts EXCEPT:
a. revenues.

b. expenses.
c. dividends.
d. all of these.
ANS: A PTS: 1 DIF: Moderate OoBJ: 2-2

NAT: AACSB Analytic | AICPA FN-Measurement

XYZ Company deposited $15,000 in a bank account in return for issuing shares in the corporation.

This transaction would affect which two financial statement elements?
a. Assets and stockholders’ equity

b. Assets and liabilities

c. Liabilities and stockholders’ equity

d. None of these

ANS: A PTS: 1 DIF: Moderate OBJ: 2-2
NAT: AACSB Reflective Thinking | AICPA FN-Reporting
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217.

28.

29.

30.

31.

CXN Company earns revenues and as a result collects cash. Which of the following financial
statement elements are increased?

a. Cashonly

b. Stockholders’ equity only

c. Liabilities

d. Cash and stockholders’ equity

ANS: D PTS. 1 DIF. Easy OBJ. 2-2
NAT: AACSB Reflective Thinking | AICPA FN-Reporting

YUT Company paid a utility bill of $500 and paid rent of $700 in December. By how much would
these events reduce stockholders’ equity?

a. $1,200

b. $500

c. $850

d. $700

ANS: A PTS: 1 DIF: Moderate OoBJ. 2-2
NAT: AACSB Analytic | AICPA FN-Reporting

Declaring and paying cash dividends affects which balance sheet accounts?
a. Cashonly

b. Stockholders’ equity only

c. Cash and stockholders’ equity

d. Cash and capital stock

ANS: C PTS: 1 DIF: Moderate OoBJ: 2-2
NAT: AACSB Reflective Thinking | AICPA FN-Reporting

Which of the following transactions changes the mix of assets only?
a. Paid for supplies with cash

b. Borrowed money from Second National Bank

c. Received money for fees earned

d. Received a utility bill

ANS: A PTS: 1 DIF: Moderate OoBJ: 2-2
NAT: AACSB Analytic | AICPA FN-Reporting

If Assets have a balance of $50,000 and Stockholders’ Equity has a balance of $40,000, then
Liabilities must have a balance of

a. $90,000.

b. $20,000.

c. $40,000.

d. $10,000.

ANS: D PTS: 1 DIF: Easy OBJ: 2-3
NAT: AACSB Analytic | AICPA FN-Reporting
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32.

33.

34.

35.

If Liabilities have a balance of $10,000 and Stockholders’ Equity has a balance of $70,000, then
Assets must have a balance of

a. $80,000.

b. $60,000.

c. $70,000.

d. $10,000.

ANS: A PTS. 1 DIF. Easy OBJ: 2-3
NAT: AACSB Analytic | AICPA FN-Reporting

Exhibit 2-1

Total Assets Total Liabilities
Beginning of the year $100,000 $ 50,000
End of the year $500,000 $350,000

Refer to Exhibit 2-1. What is net income, assuming no stock was issued and no dividends were
paid?

a. $100,000

b. $300,000

c. $150,000

d. $50,000

ANS: A PTS: 1 DIF: Difficult OBJ: 2-3
NAT: AACSB Analytic | AICPA FN-Reporting

Refer to Exhibit 2-1. What is net income, assuming no stock was issued and dividends of $25,000
were paid?

a. $10,000

b. $60,000

c. $125,000

d. $300,000

ANS: C PTS: 1 DIF: Difficult OBJ: 2-3
NAT: AACSB Analytic | AICPA FN-Reporting

Refer to Exhibit 2-1. What is net income, assuming $50,000 of stock was issued and no dividends
were paid?

a. $100,000

b. $50,000

c. $70,000

d. $10,000

ANS: B PTS: 1 DIF: Difficult OBJ: 2-3
NAT: AACSB Analytic | AICPA FN-Reporting
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36.

37.

38.

39.

40.

Refer to Exhibit 2-1. What is net income, assuming $50,000 of stock was issued and $25,000 of
dividends were paid?

a. $75,000

b. $50,000

c. $70,000

d. $10,000

ANS: A PTS: 1 DIF: Difficult OBJ: 2-3
NAT: AACSB Analytic | AICPA FN-Reporting

Young Company has $16,000 in Retained Earnings, $27,000 in Assets, and $5,000 in Liabilities.
How much is in Common Stock?

a. $36,000

b. $15,000

c. $5,000

d. $6,000

ANS: D PTS: 1 DIF: Difficult OBJ: 2-3
NAT: AACSB Analytic | AICPA FN-Reporting

A to Z Corporation engaged in the following transaction “Paid a $10,000 cash dividend.” On the
Statement of Cash Flows, the transaction would be classified as

a. Cash Flows from Operating Activities.

b. Cash Flows from Investing Activities.

c. Cash Flows from Financing Activities.

d. Noncash transaction.

ANS: C PTS: 1 DIF: Moderate OBJ. 2-3
NAT: AACSB Analytic | AICPA FN-Reporting

A to Z Corporation engaged in the following transaction “Purchased a building for $80,000 cash.”
On the Statement of Cash Flows, the transaction would be classified as

a. Cash Flows from Operating Activities.

b. Cash Flows from Investing Activities.

c. Cash Flows from Financing Activities.

d. Noncash transaction.

ANS: B PTS: 1 DIF: Moderate OBJ. 2-3
NAT: AACSB Analytic | AICPA FN-Reporting

A to Z Corporation engaged in the following transaction “Issued a $30,000 note payable to borrow
cash from the bank.” On the Statement of Cash Flows, the transaction would be classified as

a. Cash Flows from Operating Activities.

b. Cash Flows from Investing Activities.

c. Cash Flows from Financing Activities.

d. Noncash transaction.

ANS: C PTS: 1 DIF: Moderate OBJ: 2-3
NAT: AACSB Analytic | AICPA FN-Reporting
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41.

42.

43.

44,

45,

46.

An increase in Stockholders’ Equity from revenues earned will also result in an increase in

a. liabilities.

b. assets.

C. expenses.

d. no financial statement element.

ANS: B PTS: 1 DIF: Moderate OBJ: 2-3

NAT: AACSB Reflective Thinking | AICPA FN-Reporting

For EFG Co., the transaction “Payment to creditors” would
a. increase total assets.

b. decrease total assets.

c. have no effect on total assets.

ANS: B PTS: 1 DIF. Easy OBJ: 2-3
NAT: AACSB Reflective Thinking | AICPA FN-Reporting

For EFG Co., the transaction “Cash sales to customers” would
a. increase total assets.

b. decrease total assets.

c. have no effect on total assets.

ANS: A PTS: 1 DIF: Easy OBJ: 2-3
NAT: AACSB Reflective Thinking | AICPA FN-Reporting

For EFG Co., the transaction “Payment of interest expense” would
a. increase total assets.

b. decrease total assets.

c. have no effect on total assets.

ANS: B PTS: 1 DIF: Easy OBJ: 2-3
NAT: AACSB Reflective Thinking | AICPA FN-Reporting

For EFG Co., the transaction “Purchase of store equipment with cash” would
a. increase total assets.

b. decrease total assets.

c. have no effect on total assets.

ANS: C PTS: 1 DIF: Easy OBJ. 2-3
NAT: AACSB Reflective Thinking | AICPA FN-Reporting

For EFG Co., the transaction “Payment of dividends” would
a. increase total assets.

b. decrease total assets.

c. have no effect on total assets.

ANS: B PTS: 1 DIF: Easy OBJ: 2-3
NAT: AACSB Reflective Thinking | AICPA FN-Reporting

2-13



47.

48.

49.

50.

ol.

52.

For EFG Co., the transaction “Purchase of store equipment with a note payable” would
a. increase total assets.

b. decrease total assets.

c. have no effect on total assets.

ANS: A PTS: 1 DIF: Easy OBJ: 2-3
NAT: AACSB Reflective Thinking | AICPA FN-Reporting

For EFG Co., the transaction “Payment of quarterly taxes” would
a. increase total assets.

b. decrease total assets.

c. have no effect on total assets.

ANS: B PTS. 1 DIF. Easy OBJ: 2-3
NAT: AACSB Reflective Thinking | AICPA FN-Reporting

For EFG Co., the transaction “Receipt of interest income” would
a. increase total assets.

b. decrease total assets.

c. have no effect on total assets.

ANS: A PTS: 1 DIF: Easy OBJ. 2-3
NAT: AACSB Reflective Thinking | AICPA FN-Reporting

For EFG Co., the transaction “Receipt of a utility bill” would
a. increase total assets.

b. decrease total assets.

c. have no effect on total assets.

ANS: C PTS: 1 DIF: Easy OBJ: 2-3
NAT: AACSB Reflective Thinking | AICPA FN-Reporting

For EFG Co., the transaction “Billed a customer for fees earned (cash basis)” would
a. increase total assets.

b. decrease total assets.

c. have no effect on total assets.

ANS: C PTS: 1 DIF: Easy OBJ: 2-3
NAT: AACSB Reflective Thinking | AICPA FN-Reporting

The income statement for August indicates net income of $50,000. The corporation also paid
$10,000 in dividends during the same period. If there was no beginning balance in stockholders’

equity, what is the ending balance in stockholders’ equity?

a. $40,000
b. $50,000
c. $10,000
d. $60,000
ANS: A PTS: 1 DIF: Moderate OBJ: 2-3

NAT: AACSB Analytic | AICPA FN-Reporting
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53.

54.

55.

56.

o7.

58.

Martha Stewart, Inc. buys land for $50,000 cash. The net affect on assets is
a. $50,000 increase.

b. $0.

c. $50,000 decrease.

d. $25,000 increase.

ANS: B PTS: 1 DIF: Moderate OBJ: 2-3
NAT: AACSB Analytic | AICPA FN-Reporting

Declaring and paying cash dividends affects which accounts?
a. Cashonly

b. Capital stock only

c. Cash and retained earnings

d. Cash and capital stock

ANS: C PTS: 1 DIF: Easy OBJ: 2-3
NAT: AACSB Reflective Thinking | AICPA FN-Reporting

Buying equipment for cash affects which accounts?
a. Cashonly

b. Retained earnings only

c. Equipment and retained earnings

d. Cash and equipment

ANS: D PTS: 1 DIF: Easy OBJ. 2-3
NAT: AACSB Reflective Thinking | AICPA FN-Reporting

Receiving cash for fees earned affects which financial statement elements?
a. Assets only

b. Stockholders’ equity only

c. Assets and stockholders’ equity

d. Assets and liabilities

ANS: C PTS: 1 DIF:  Easy OBJ: 24
NAT: AACSB Reflective Thinking | AICPA FN-Reporting

Paying expenses affects which financial statement elements?
a. Assets only

b. Stockholders’ equity only

c. Assets and stockholders’ equity

d. Assets and liabilities

ANS: C PTS: 1 DIF: Easy OBJ: 24
NAT: AACSB Reflective Thinking | AICPA FN-Reporting

The payment of a liability

a. decreases assets and stockholders’ equity.
b. increases assets and decreases liabilities.
c. decreases assets and increase liabilities.
d. decreases assets and decreases liabilities.

ANS: D PTS: 1 DIF: Moderate OBJ: 2-5
NAT: AACSB Reflective Thinking | AICPA FN-Reporting
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59. The first month of operation showed the net cash from operating activities to be $3,760, the net
cash from investing activities to be ($5,415), and the ending cash balance to be $2,425. The net
cash from financing activities must be

a. $770.

b. $4,080.

c. ($11,600).

d. $11,600.

ANS: B PTS: 1 DIF: Moderate OBJ: 2-5

NAT: AACSB Analytic | AICPA FN-Reporting

PROBLEM
1. What are the basic elements of a financial accounting system?

ANS:

A financial accounting system is designed to produce financial statements. The basic elements of a

financial accounting system include:

(1) A setof rules for determining what, when, and how much should be recorded for economic
events

(2) A framework for preparing financial statements

(3) One or more controls to determine whether errors may have arisen in the recording process.

PTS: 1 DIF: Moderate OBJ: 2-1
NAT: AACSB Reflective Thinking | AICPA FN-Reporting

2. Calculate the following:
(@) Determine the cash receipts for June based on the following data:

Cash payments during May $42,500
Cash account balance, May 1 3,750
Cash account balance, May 30 7,000

(b) Determine the cash received from customers on account during June based on the
following data:

Accounts receivable account balance, May 1 $11,500
Accounts receivable account balance, May 30 8,250
Fees billed to customers during May 27,000

ANS:
(@) $45,750 ($7,000 + $42,500 — $3,750)
(b) $30,250 ($11,500 + $27,000 — $8,250)

PTS: 1 DIF: Difficult OBJ: 2-1
NAT: AACSB Analytic | AICPA FN-Measurement
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3. The accounting equation “Assets = Liabilities + Stockholders’ Equity” is affected by transactions.
Is it possible to have a transaction that only impacts one financial element of the equation? Two
elements? Give examples.

ANS:
Yes to both questions. Examples include: (1) increase cash and decrease equipment; (2) increase
cash and increase stockholders’ equity.

PTS: 1 DIF: Moderate OoBJ: 2-1
NAT: AACSB Reflective Thinking | AICPA FN-Reporting

4. Lou’s Laundry and Dry Cleaning incorporated and started business on January 1, 2006.
1 Lou’s Laundry and Dry Cleaning began business by depositing $30,000 in a checking
account in the name of Lou’s Laundry and Dry Cleaning, Inc. Capital stock is issued.
Borrowed $6,000 from City Bank.
Purchased equipment from Washers Wholesale, $16,200.
Purchased supplies costing $3,000 from Suds ‘n Stuff with cash.
Paid one month’s rent for business space in Pine Plaza, $1,000.
Services provided to customers during January totaled $13,400. All services were paid for in
cash.
Paid employees for January, $2,240.
Received and paid the utility bill, $500.
Received and paid the telephone bill, $250.
0 Paid dividends to the stockholders, $2,140.

oOOUlThWwWN

= O 00

Indicate the effect of each transaction on the accounting equation by listing the numbers
identifying the transactions, (1) through (10) in a vertical column, and inserting at the right of each
number the appropriate letter from the following list:

a. | Increase in an asset, decrease in another asset.
b. | Increase in an asset, increase in a liability.
C. | Increase in an asset, increase in stockholders’ equity.
d. | Decrease in an asset, decrease in a liability.
e. | Decrease in an asset, decrease in stockholders’ equity
ANS:
1. c
2. b
3. a
4, a
5. e
6. c
7. e
8. e
9. e
10. e
PTS: 1 DIF: Moderate OoBJ: 2-2

NAT: AACSB Analytic | AICPA FN-Reporting
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5. PartA
Indicate the effect of each transaction during the month of October 2009 and the balances for the
accounting equation after all transactions have been recorded. No beginning balances exist in the
accounts. An accounting equation has been provided.

Opened a business bank account for Ole, Inc., with an initial deposit of $40,000 in

exchange for capital stock.

a.

—~S@mheoooT

Paid rent on the office building for the month, $2,000.

Received cash for fees earned of $5,000.
Purchased equipment, $7,000.
Borrowed $20,000 by issuing a note payable.
Paid salaries for the month, $1,000.
Received cash for fees earned of $8,000.
Paid dividends, $3,000.

Paid interest on the note, $100.

Assets = Liabilities + Stockholders’ Equity

Cash

Equipment

Notes Payable

Capital Stock

Retained Earnings

e el e LA Ee Eel I

Bal.
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Part B
Using the information from Part A, prepare (1) an income statement, (2) a statement of retained
earnings, (3) a balance sheet, and (4) a statement of cash flows for the month of October.

Ole, Inc.
Income Statement

Ole, Inc.
Retained Earnings Statement
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Ole, Inc.
Balance Sheet
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Ole, Inc.
Statement of Cash Flows

ANS:
Part A
Assets = Liabilities + Stockholders’ Equity
Cash Equipment | Notes Payable | Capital Stock Retained Earnings
a. 40,000 40,000
-2,000 Rent
b.| -2,000 Expense
C. 5,000 5,000 Fees Earned
d. -7,000 7,000
e. 20,000 20,000
-1,000 Salaries
f. -1,000 Expense
g. 8,000 8,000 Fees Earned
h. -3,000 -3,000 Dividends
-100 Interest
i -100 Expense
Bal.| 59,900 7,000 20,000 40,000 6,900
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Part B

Ole, Inc.
Income Statement
For the Month Ended October 31, 2009
Revenues:
Fees Earned $13,000
Expenses:
Rent Expense $2,000
Salaries Expense 1,000
Interest Expense 100
Total Expenses 3,100
Net Income $ 9,900
Ole, Inc.
Retained Earnings Statement
For the Month Ended October 31, 2009
Retained Earnings, October 1, 2009 0
Add: Net Income $9,900
Less Dividends (3,000)
Retained Earnings, October 31, 2009 $6,900
Ole, Inc.
Balance Sheet
October 31, 2009
Assets
Cash $59, 900
Equipment 7,000
Total Assets $66, 900
Liabilities
Liabilities
Notes Payable $20,000
Stockholders’ Equity
Capital Stock $40,000
Retained Earnings 6,900 46,900
Total Liabilities and Stockholders’ Equity $66,900
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Ole, Inc.
Statement of Cash Flows
For the Month Ended October 31, 2009

Cash flows from operating activities:

Cash receipts from operating activities $13,000 0
Cash payments for operating activities (3,100)
Net cash flows from operating activities $ 9,900

Cash flows from investing activities:

Cash payments for equipment (7,000)

Cash flows from financing activities:

Cash receipts from issuing capital stock $40,000

Cash receipts from note payable 20,000

Cash payments for dividends (3,000)
Net cash flows from financing activities 57,000
Cash as of October 31, 2009 $ 59,900
PTS: 1 DIF: Difficult OBJ: 2-2|2-3

NAT: AACSB Analytic | AICPA FN-Reporting
Explain how the four financial statements are linked.

ANS:

A financial accounting system is designed to produce four financial statements. The income

statement, statement of retained earnings, and statement of cash flows are linked to an element of

the balance sheet.

(1) The income statement shows the net effects of revenues and expenses, which affects the
retained earnings on the balance sheet.

(2) The statement of retained earnings reflects the net income and dividends paid and shows
how retained earnings in the balance sheet moves from the beginning balance to the
ending balance.

(3) The statement of cash flows explains how the cash balance in the balance sheet moves
from the beginning balance to the ending balance by looking at the cash effects of
operating, investing, and financing activities.

PTS: 1 DIF: Moderate OBJ: 2-3
NAT: AACSB Reflective Thinking | AICPA FN-Reporting

How can a company earn a large net income and have a small balance in retained earnings?

ANS:
The company may pay out most of its earnings in dividends.

PTS: 1 DIF: Moderate OBJ: 2-3
NAT: AACSB Reflective Thinking | AICPA FN-Reporting
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8. The following are included in Ace Auto Parts, Inc.’s December 31, 2009 balance sheet:

/Accounts Receivable $ 50,000
Building 100,000
Cash 60,000
Land 130,000
/Accounts Payable 40,000
Notes Payable 70,000
Stockholders’ Equity ?
Below are the balances for December 31, 2010:

/Accounts Receivable $ 75,000
Building 100,000
Cash 150,000
Land 130,000
Accounts Payable 60,000
Notes Payable 50,000
Stockholders’ Equity ?

Analyze the changes in these balances and determine net income for 2010, assuming that the only

change to stockholders’ equity is from net income.

ANS:
Stockholder’s
Assets = Liabilities + Equity
50,000 40,000
100,000
60,000
130,000 70,000
Bal. 12/31/2009 340,000 110,000 230,000
Stockholder’s
Assets = Liabilities + Equity
75,000
100,000
150,000 60,000
130,000 50,000
Bal. 12/31/2010 455,000 110,000 345,000
Stockholders’ Equity ending balance $345,000
Stockholders’ Equity beginning balance 230,000
Change - Net income $115,000
PTS: 1 DIF: Difficult OBJ: 2-5

NAT: AACSB Analytic | AICPA FN-Reporting
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Consolidated Statement of Income

Pepslco, Inc. and Subsidiaries
Flzcal years ended Decamber 20, 2008, December 21, 2005 and December 25, 2004

{in millllors except per share amournts) 2006 2005 2004
L LT $35,137 $32,562 $29, 261
LT R~ 15,762 14,176 12,674
salling, genaral and adminlstrative expensas 12,774 12,314 11,021
Amortization of INTangIDIe a8SET5 . s s s s sss s iase i st s ss8 50 208 0545530080555 162 150 147
Rastructuring and IFmpairmmient CREARDES ..o s s s s es s nas - - 150
OIPEEEETIND PIOTIE oottt st st bt s bt sb st 5439 c.o22 E,259
BT STIUIH ITEOITIE oot ieeten it st s st st ss st sttt bt bttt 616 1y 380
Interest expense.. (239) {256) {167}
=T T 173 159 T4
Income from Continuing Operatlons before INCOME TELES ... 6,080 5,382 5,5d6
PO IO TOF IRCOITEE TARES ..o esinie e crsre seeass s st sass st sass b se s st e st sasa s sre s ess s e 1.347 2,304 1,372
Income from ContIMUING QPEFEETIOMS ..o st cesie st sa e esr s st st 5,642 4,078 4174
Tax Benefit from Discontimusd Oparathons ... s - - g
L L $ 5642 § 4,078 § 4212
Met Income per Common Share — Baske

L 8 LT I = = TSRO OSSPSR $3.42 $2.43 f2.45

Discomtinued OPeratiomS . wam mmamms s s s msnsm s s s s e - - 0.02

$3.42 $2.43 §2.47

Met Income per Common Share — Dlluted

COMEANING CEErSHOINS .o s smmanmanmas nasoma s m asmans masmnmass masmasmasmassmesmas massmas $3.34 $2.38 jz

DISCOREINUBE O PEFATIONG . e oiviririire s e st s s es s es st s s st s - - 0.02

= SO OO OT N $3.34 $2.39 244+
* Based on unrounded amaurnts.
See acoom panying notes to consolidatad fnancial statements.

Neat Revenue Oparating Profit

535,137
%61 fel]
529361 - w0 ¥,

4 205 puli

204 05 2006

Income from Continuing Operations

5642
54174 54,078 i prk ]
204 H0E 1006 0 2|5

5234

106

Met Income per Common Share — Continuing Qperations
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Consolidated Statement of Cash Flows

PepslCo, Inc. and subsidiarles
Flscal years ended December 20, 2008, Decembear 31, 2005 and December 25, 2004

in milllers) 2006 2005 2004
Operating Acthiltles
PEE ITIEEITIE oot et st 488 58428 b st s s § 5642 44,078 4,212
Depraclatlon AN AMOMZatION . e e as st s sres s s 1,406 1,308 1,264
Stock-based comMpPensatIon BXPEMIEE o e s s st sb st s sisss st aat s sres s s 0 270 31 368
Excess tax beneflts from share-based payment amangements. ... {134) - -
Restructuring and IMpairmernt CRARDES ... ss srsres s enas - - 150
Cash payments for mergerrelated costs and restructuring dharges ... - (22} (92}
Tax beneflt from discontinued oparatlons.. ... - - (28)
Panslon and retiree madical plan cntABUTIONS s (131} 877) (524)
Penslon and retiree madical Plan BXPEMEES ... s s 544 A4 395
Bottling equity Income, net of dividends. ... {a79) @11} {297}
Deferrad Income taxes and othertax charges and cred 5. {510} 440 {203)
Other nor-cash charges and cradits, NET.. ... s 3z 145 166
Change In accounts and Notes reieiValle ... s {330) (2723 {130}
CRANCIE TN ITBITEOFIES oot e e st s s e srs s et et as et ai s st s er e e s {186) {122} {100}
Change In prepald expensas and other current assets e (37) (56} (21}
Change In accounts payable and cther cumrent HablRIEs. ... 223 128 216
Change In Income taxes Payable ... {295) 604 {258)
DIERIEE, TIET Lottt e et b ettt et bttt s &0 70 (24)
Met Cash Provided by Operating ACHITEs ... e 5,084 L, BG2 5,054
Investing Activites
Snack Ventures Europe (SWE) minority Interest acquisitlon ... - {750} -
a1 L= T =T s T OO (2,068) {1,736) {1,387)
Sales of property, plant and oUIPMENT . .. s sss s s sres s esss 49 28 38
Investment IN FINAN0e as5et5... i s s s b s s st s ap st b s s sa s (25) - -
Other acquisitions and Investments In noncontrolled affillates ... (522) {345) (54}
Cash proceeds Trom 5ale 0F PBG SLOCK e s ass s sssssssssss sss ssssiassssis 318 214 -
DIV ST IELITES 1. ot av vttt b st a4 80 44 e 37 3 52
Short-tarm Investrnants, by orlginal maturity

Mare than three months — PURTREEES i e (29) (83) (44}

More than three months — MATLMEIES . i 25 24 38

Thiree momths or less, mek...co s s s ———————————— 2,021 {@az) {253)
Met Cash Usod for INVesting ACHVITIES ... s ie e e me s {194) {2,517) {2,320)
Flnandng Activities
Proceads from Issuances of long-temm debt. . 51 25 504
Paymemis of long-tarm debrt ... c e s s s {157) {177} {512}
short-tarm borrowings, by orlginal maturity

Mare than three months — Proceeds. . e s 185 332 153

More than three months — PaymMEMtS. .. i e (358) (25} {150}

Thres Monthes OF B85, BT s s cr s s s b e s en s (2.168) 1,601 1,114
Lt T T T = OO TP (1,854) {1,642} {1,329}
Share repurchases — COMIMION . s s s s s b bt st b b s sa g0 08 (3,000) {2,012) {3,028)
Share repurchasas — Prafarmad. ... s s (10} {19} (27
Proceads from exerclses of stoCk OETIONS . e 1,194 1,094 =1
Excess tax beneflts from share-based payment amangements. ... 134 - -
Met Cash Usad for FInamang ACtVITIEs ... e v esee e (5,283) {1,878} {2,315}
Effect of exchangs rate changes on cash and cash aquivalents ... 28 (213 E1
Met (Decrease)increase In Cash and Cash BEquivalants. ..o (65) 436 450
Cash and Cash Equivalents, Beginning oF Y8ar .. ..o s 1.716 1,280 a8z0
cash and Cash Equivalents, End of Year § 1,651 41,716 31,280

See acoom panying notes to consolldated financial statements.
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Consolidated Balance Sheet

PepsiCo, Inc. and subsidiarles
December 20, 2006 and December 21, 2008

in milllers except per share amounts) 2006 2005
___________________________________________________________________________________________________________________________________|
ASSETS

Current Assets

Cash and Cash QUIVAIEITS ... et et as b s as s er s s s sh e s ar s sa bttt b $ 1,651 1,716

Short-tarm Investments ............. 11711 3,166
Accounts and notes recetvable, net 3,725 3,261
LT = PP 1,926 1,693
Prepald expenses and other CUITENE F85ET5 o s sre e s e sasbes st sssr e raas 657 618
TOUA] CIIIFEIT BUSEEEE ..o i i s it et ee s b sh e esssh s s Sbes o8 S5 et os 0 B e84 0 888 4 sE b e b et a0 9,130 10,454
Property, Plant and EQUIPIMIBNL MET.. i s s st s s s s sr s saars s st b 9,687 8,681
Amortizable INTANGIDle ASSETS, ML, s ab e s s sre s s s s e saars et et arse 637 530
GEEIEIERITIL ettt e o s e e 45 ek £ 88k 88 s S8 dth et st arn 4,504 4 088
Other nonamortizable INTAnIBE B55ET5. ... s e e 1,212 1,086
Monamortizalle INtangible ASSems .. b s 5806 5,174
Investmients In Noncontrolled Affillates 3,600 3,485
OHIEE BSBETS it e et s ss e s sm e st es s o5 e o4 45 884 £ S8k 4 £ E £ 8 S5 e 8 AE R e et b Q80 3,403
T RA SRS ittt edem s stk e 8 4 b S8k 4 E £ 8 SEe A SE R e e b £20,930 $31,727
LIABILUITIES AND SHAREHOLDERS' EQUITY
current Liabllitlies
Ly o T e o T F= L OO OSSO U OO $ 174 § 2,889
Accounts pavable and other currant HEEIIIES ..o saars e 6,496 5,871
INCEITIE TAHES PAVAEIE Lo et b s ea b s esshe e asbe e tb et ba e 90 B4
Total CUrramt LIABIIIIES (st st abe s e s bt sr s s b am s b s st 6,850 9,406
Loing =T Dokrt EVBIKREMITIE .. cucmnmanmnnnmasmunms s s anm s s s s A 8 K 8 A AR 2,550 2313
OISR LIABIIRIES ..ottt st e s e as st b st st b b s s She et eadbm et st et e b e 4,624 4323
T ] T R T e — 58 1,434
Total LIABIIIES ..ot e ea st eb b s es b oo e e i s b sm b e b s et 14,562 17,478
Commitments and Contingencles
Preferrad stock, no par value. 41 41
Repunchased Prafamed STOOK. ... s s e s sree s s sr s sa b et st b (120) {110}
common Shareholders® Equity
Common stock, parvalue 1 2/3¢ per share {Issued 1,782 shares) ... 30 30
Caplial In 2Xcess OF PaF VAlE. s s st i e s 21 s e a8 584 &14
I L T T —— 24,837 21,118
Accumulated other comprehensive loss (2,248) {1,053
23,205 20,707
Less: repurchased common stock, at cost (144 and 126 shares, respectively) ..., {7,758) {6,357
Total Common Sharsholders” EQUITY ... s s s s s s 15,447 14,320
Total Liabilitles and Shareholders’ BQUILY .........ccccimmmm s s s $20,930 $31,727

See acoom panying notes to consolldated financlal statements.
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Consolidated Statement of
Common Shareholders’ Equity

PepslCo, Inc. and subsidiaries
Flscal years ended December 30, 2005, Decembear 31, 2005 and Decambear 25, 2004

2006 2005 2004
in millicrs) Shares Amount Shares  Amount Shares  Amourt
commaon Stock 1,782 % 30 1,782 § 30 1,782 § 20
capital In Excess of Par Valua
Balance, beginning of ¥Ear.....cco i, 614 618 548
Stock-based compensation expensa... o 270 1 368
Stock optlon exerclsest® ... . {300) {315} (298)
Balance, end of Year..... . 3:% ] &14 618
Retained Earnlngs
Balance, baginning of YEar. ... 21,116 18,730 15,851
= A LT = P G642 4078 4212
Cash dividends declared — COMMION.. s {1.912) {1,684) {1,438)
Cash dividends declared — prefermed .. (1) (3 {3
Cash dividends declared — RSUS i (8) (5] (2
Balance, end of Year..... . 24,837 21,118 18,730
Accumulated Sther Comprehensihve Loss
Balance, baginning of YEar. ... {1,053) (285) {1,267}
Currency translation adjustmant. ..., 465 (251) 401
Cash flow hedges, net of tax:
Met darlvathvie (osasiigalng ... (18) 54 (18]
Reclassiflcation of (galnsidossas to net Income ... {5) [E:4] 2]
Unamortized persion and retires meadical, net of tax.. {1,782) - -
Minimum pension labllity adjustment, net of tax.... 138 16 {19)
Unreallzed galn on securltles, net of tax ... o 24 [
T — - 12l -
Balance, end of Yaar ..o {2,245) {1,053) (aas)
Repurchased Commeon Stock
Balance, baainning of YEar. .. ..o (128)  (6,387) (103)  (4,920) (77) (3,378)
Share repuUrchases. ... e (ag) {3,000) (54) {2,995) (58) (2,5a4)
STOCK OpLIOn BXEICISES ..o s s sasssssnias 31 1,619 N 1,523 32 1,434
L e e T T T e T e e e T e - 10 - ] - 1o
Balance, end of Year..... . (144) {7,758) {126) {5,387) {103} {4,920)
Total Common Shareholders’ Equity ..o, $15.447 $14,3220 $13 572
2006 2005 2004
comprehenshe ncome
T T = TS $5.642 f4,078 §4,212
currency translation adjustmeant. " 465 (251) 401
Cash flow hadges, net of 12 (23) a5 {7
rAInImum pension labllity adjustment, net of tax...... 5 16 (19)
unrealized galn on securltles, net of tax ..o a 24 [
e e - (2] -
Total Comprehansive INCOME ... . $6,008 EER-D R 34,593

(&) Includes total tax benadits of $130 millon in 2006, $125 millon In 20605 and $183 millen in 2004,
See acoom parying notes to consolldated financlal statements.
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9. Refer to PepsiCo’s financial statements and answer the following questions:
(@) Did PepsiCo issue any stock in 20067 If so, how much and where might this
information be found?
(b) Did PepsiCo repurchase any preferred stock in 2006? If so, how much and where
might this information be found?

ANS:

(@)  Yes, PepsiCo issued 1,782,000 shares of common stock. The information is in the
Stockholders’ Equity section of the Balance Sheet.

(b)  Yes, PepsiCo repurchased $120,000,000 of preferred stock. The information is in the
Stockholders’ Equity section of the Balance Sheet.

PTS: 1 DIF: Difficult OBJ: 25
NAT: AACSB Reflective Thinking | AICPA FN-Reporting

10. Refer to PepsiCo’s financial statements. PepsiCo’s cash balance decreased from 2005 to 2006. By
looking at just the balance sheet, do you think this is a positive or negative financial indicator?
What other short-term asset accounts might you consider in answering this question?

ANS:
Cash declined, but the largest decline in Current Assets was in short-term investments. Accounts
and notes receivable actually increased from 2005 to 2006.

PTS: 1 DIF: Difficult OBJ: 2-5
NAT: AACSB Reflective Thinking | AICPA FN-Reporting

OTHER

1. On April 1, the cash account balance was $67,880. During April, cash receipts totaled $345,600
and the April 30 balance was $95,230. Determine the cash payments made during April.

ANS:
95,230 = 67,880 + 345,600 — ?
Cash payments = $318,250

PTS: 1 DIF: Easy OoBJ: 2-2
NAT: AACSB Analytic | AICPA FN-Measurement
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