Accounting 101

Chapter 11 Quiz

1.
The term deficit refers to


a.
a retained earnings account with a debit balance


b.
an excess of expenses over revenues for one given operating period.


c.
an excess of actual expenses over amounts budgeted for those expenses


d.
income of a prior period that was overstated when it was first reported.

2.
The balance of the Retained Earnings account represents


a.
cash set aside for specific future uses.



b.
cash available for daily operations.


c.
an excess of revenues over expenses for the most current period.


d.
profits of a company since the date of its beginning less any losses, dividends



to stockholders, or transfers to contributed capital.

3.
The purpose of a statement of stockholders' equity is to


a.
budget the transactions expected to occur during the  forthcoming period.


b.
replace the statement of retained earnings.


c.
summarize the changes in the components of stockholders' equity for a period of time.


d.
disclose the computation of book value per share of stock.

4.
Which of the following items will not be disclosed on a statement of stockholder's equity?


a.
results of discontinued operations


b.
conversion of preferred stock into common stock


c.
purchase of treasury stock


d.
declaration of stock dividends

5.
If only common stock is outstanding, total stockholder's equity divided by the number of shares of 


common stock outstanding is called the


a.
market value per share


b.
book value per share


c.
call value per share


d.
par or stated value per share

6.
The value at which one share of stock can be bought or sold is called


a.
market value 


b.
book value 


c.
call value 


d.
par or stated value 

7.
Essex Corporation has total contributed capital of $600,000 and retained earnings of $400,000.  It has 1,000 shares of $100 par value preferred stock with no dividends in arrears and 5,000 shares of $100 par value common stock.  The preferred stock is callable at 105.  The book value of each share of common stock is


a. $179


b. $200


c. $105


d. $180

8.
Brewer Corporation has retained earnings of $200,000.  It has 5,000 shares of 6 percent, $100 par value preferred stock outstanding that is callable at 102.  The preferred stock is cumulative, and one year of dividends is in arrears.  It also has 10,000 shares of $50 par value common stock outstanding.  Assume all stock is issued at par.


The book value of each share of preferred stock is


a. $105


b. $102


c. $110


d. $108


The books value of each share of common stock is


a. $51


b. $66


c. $50


d. $69

9.
Ryan Corporation had 30,000 shares of common stock outstanding from Jan 1 to April 1 and 50,000  shares from April 1 to Dec 31.  What is the weighted average number of shares used for earning per share calculations?


a.
35,000


b.
40,000


c.
45,000


d.
46,333

10.
A company had 12,000 shares outstanding from Jan 1 to June 1 and 18,000 shares outstanding from June 1 to Dec 31.  What is the weighted average number of shares used in earning per share calculations?


a.
14,500


b.
15,000


c.
15,500


d.
16,000

11.
A company had the following amounts of common stock outstanding; 18,000 shares from Jan through April, 30,000 shares from May through October, and 50,000 shares from November through December.  What is the weighted average number of shares used in earning per share calculations?


a.
98,000


b.
29,333


c.
27,8333


d.
50,000

12.
On Dec. 1, 2006 Hickory Corporation had 160,000 shares of common stock issued and outstanding.  On April 1, 2006, ad additional 40,000 shares of common stock were issued for cash.  During 2007, Hickory declared and paid dividends of $150,000 on its 20,000 shares of nonconvertible preferred stock.  Net income for 2007 amounted to $400,000.  Hickory earnings per common share (round to the nearest cent) for 2007 are


a.
$1.25


b.
$1.32


c.
$2.00


d.
$2.11

13.
On Dec 31, 2006 Mammoth Corporation had 150,000 shares of common stock issued and outstanding.  On Oct 1, 2007, an additional 20,000 shares of common stock were issued for cash.  During 2007, Mammoth declared and paid dividends of $100,000 on its 10,000 shares of nonconvertible preferred stock.  During 1007, Mammoth declared and paid dividends $80,000 on its common stock.  Net income for 2007 amounted to $500,000.  The earning per common share for 2007 are


a.
$1,88


b.
$2.06

c.
$2.58


d.
$3.23

14.
The quality of a company's earnings may be affected by the


a.
accounting methods the company uses


b.
industry in which the company operates


c.
choice of independent auditors


d.
countries in which the company operates

15.
When alternative acceptable accounting methods exist, a better quality of earning generally is produced from selecting an accounting method that has the effect of reporting the


a.
greatest amount of assets currently


b.
lowest amount of current earning


c.
lowest amount of future earnings


d.
greatest amount of retained earning currently

