ACCT 2301:  Financial Accounting 
Credit for Prior Learning Assessment
Multiple Choice (70%)
(Financial Statements)
1.  	Which of the following is the correct order for preparing the financial statements?
	a.  Balance Sheet, Statement of  Equity, and Income Statement
	b.  Income Statement, Statement of’ Equity and Balance Sheet
	c.  Income Statement, Balance Sheet and Statement of  Equity
	d.  Statement of  Equity, Income Statement and Balance Sheet

2.  	All of the following are interrelationships that are important to understand when preparing financial statements except:
a. The net income from the income statement is used in the retained earnings statement.
b. The ending retained earnings from the Retained earnings statement is used in the stockholder's equity section of the balance sheet.
c. The cash on the balance sheet should be equal to the cash at the end of the period on the statement of cash flows.
d. All of the payments on the balance sheet should be equal to the cash payments for operating activities on the statement of cash flows. 


(Balance Sheet)
3.	A balance sheet provides information that enables the user to determine:
a.  how much the company is worth on the stock market
b.  the market value of the company’s assets and liabilities
c.  the company’s financial condition on a cost basis
d.  the competitiveness of the company

4.  The December 31, 2010 trial balance of The Wooden Indian Co. reflected the following:
	Account Title:					Debit		Credit
	Cash						1,000
	Equipment						6,500
	Accumulated Depreciation, Equipment				3,000
	Common Stock							2,100
	Retained Earnings							1,500
	Revenue								2,700
	Expenses						1,800			
	Totals						9,300		9,300
       
Based on the trial balance, the amount of total assets appearing on the balance sheet would be:
  	 a.  $4,500		b.   $7,500		c.    $9,300		d.   $10,500

5.  Tonto’s Co. financial records reflect assets of $1,200,000, sales of $2,400,000, and owners’ equity of $800,000.  What is the debt of the firm? 
a. $1, 600,000. 		b.  $1,200,000. 		c.  $800,000. 		d.  $400,000. 


(Income Statement)
6. 	For the month of June, Tonto's Co. received $6,000 in from owners and $3,000 in sales revenue, and paid $2,000 in expenses and $500 in dividends. Its net income was: 
a. $7,000. 		b.  $9,000. 		c.  $500. 		d.  $1,000. 

7. 	Which of the following is not an expense? 
a. Wages of employees.		b. Interest incurred on a loan the company had taken out.
c. Dividends.			d. Corporate income tax.

8. 	Which of the following statements is true?
	a.  If revenue > expenses, the company has net income and retained earnings (equity) decreases.
	b.  If revenue < expenses, the company has net income and retained earnings (equity) increases.
	c.  If  revenue > expenses, the company has net income and retained earnings (equity) increases.
	d.  If revenue < expenses, the company had a net loss and retained earnings (equity) increases.
9. 	Sales revenue is $367,810 while sales returns and allowances and sales discounts total $24,180. The cost of goods sold is $216,490, operating and other expenses are $28,500, and the company pays $31,640 in income tax. Which of the following is true? 
a. Net sales is $127,140 and gross profit is $98,640.
b. Net sales is $67,000 and gross profit is $98,640.
c. Net sales is $343,630 and gross profit is $127,140.
d. Net sales is $367,810 and gross profit is $67,000.
10.  A company has the following items on its income statement:
	Sales revenue		$250,000
	Cost of Goods Sold  		$200,000
	Operating expenses		$40,000
	Income Tax Expense	$3,800

	On the basis of this information, what is the gross profit rate?
	a.  25%			b.  20%			c.  4%			d.2.48%


(Concepts and Terminology)
11.  Deborah Welch, Public Accountant, accepted $500 in cash from a customer in exchange for a tax return she promised to prepare in April.  The cash is collected from the customer in February.  In an accrual accounting system, which of the following statements is true?
   a.   Welch does not need to record anything in February.  She can wait until April.
   b.   Welch has earned $500 in February.
   c.   Welch has a $500 liability in February.
   d.   None of the above.

12.  Tom's Wear purchased plain T-shirts and printed logos on the T-shirts in January. The T-shirts were sold to customers in February. Tom's Wear received the final cash payments in March. According to the revenue recognition principle, when should revenue be recorded? 
a. January. 		b.  February. 		c.  March.		 d.  Both February and March. 

13. 	Tom's Wear ordered T-shirts from its supplier in April. The T-shirts were delivered in May. Tom's Wear paid the bill in June. When should Tom's Wear recognize an expense using accrual based accounting? 
a. May. 		b.  June. 		c. April. 		d.  None of the above. 

14.  Which of the following is a true statement about the matching principle? 
a. The matching principle states that revenues earned (accomplishment) should be recognized in the same period as expenses incurred (efforts). 
b. The matching principle states that expenses must equal revenues each accounting period after adjustments. 
c. The matching principle states that assets must match, or equal, liabilities plus owners' equity. 
d. The matching principle states that expenses should be recognized when cash is paid for an item.

15.	Which statement below is true regarding the cost principle? 
a. The cost principle says that all costs reasonable and necessary to place an asset into a working condition should be capitalized. 
b. The cost principle says that all costs associated with purchasing a long-term asset should be expensed in the period of the purchase. 
c. The cost principle says that all costs associated, directly or indirectly, with buying and using a long-term asset should be permanently capitalized. 
d. None of the above.

16.  Depreciation is: 
a. An increase in an asset's value over time or usage. 
b. The allocation of a long-term asset's cost to an expense account over the asset's life. 
c. The loss in market value of an asset. 
d. None of the above.

17.  Which statement below best describes how the costs of purchasing inventory are accounted for? 
a. The costs are initially recorded as assets and become expenses when the inventory is sold. 
b. The costs are initially recorded as expenses and then depreciated over the estimated life of the inventory. 
c. The costs are initially recorded as assets and become expenses when the inventory has a change in market value. 
d. Inventory costs are initially reported as assets and then maintained in the asset accounts for the life of the business.


(Debit/Credit Application)
18. Company A receives $10,000 in advance this month for work to be performed next month. This month, the company should record: 
a. debit Cash $10,000 and credit Service Revenue $10,000.
b. debit Cash $10,000 and credit Unearned Revenue $10,000.
c. debit Cash $10,000 and credit Accounts Payable $10,000.
d. debit Accounts Payable $10,000 and credit Cash $10,000.

19. When a customer buys services on account, it should be recorded as: 
a. a debit to Cash and a credit to Accounts Receivable.
b. a debit to Accounts Receivable and a credit to Revenue.
c. a debit to Cash and a credit to Unearned Revenue.
d. a debit to Revenue and a credit to Accounts Payable.

20. A company uses $100,000 in cash to pay off $100,000 in notes payable. This would result in a recording: 
a. $100,000 credit to Cash and a $100,000 debit to Notes Payable.
b. $100,000 credit to Cash and a $100,000 credit to Notes Payable.
c. $100,000 debit to Cash and a $100,000 credit to Notes Payable.
d. $100,000 debit to Cash and a $100,000 debit to Notes Payable 

21.  Rent expense would typically have a:
	a.  debit balance		b.  credit balance	c.  zero balance		d.  neutral balance


(Accounting Cycle)
22.  Which of the following best defines the accounting cycle? 
a. The process that starts with preparing the financial statements and ends when the ledger is opened. 
b. The process of opening and closing accounts. 
c. The sequence of steps performed to meet the needs of customers. 
d. The process that starts with recording transactions, leads to the preparation of financial statements, and ends with the steps needed to get ready for the next period.

23.  Why do adjustments need to be made at the end of each accounting period? 
a. To ensure that the company will report profit. 
b. To make sure the revenues are overstated. 
c. To make sure all revenues earned and expenses for the period are reported. 
d. To ensure that the trial balance balances. 

24.  Why should closing entries be completed at the end of each period? 
a. Because it allows the trial balance and financial statements to be prepared. 
b. Because certain accounts are permanent. 
c. Because temporary accounts are really a part of the owners' equity. 
d. Because all accounts must begin the next period at zero. 


(Adjusting Entries)
25.  On November 2, 2010, Apache Incorporated paid $1,200 in advance for an insurance policy that covered the company for six months.  Assuming that the company recorded this purchase as an asset, the adjusting entry required on December 31, 2010 would include:
 a.   debit prepaid insurance for $1,200.		b.   credit prepaid insurance for $1,200.
 c.   credit insurance expense for $400.		d.   debit  insurance expense for $400.


26. The office equipment depreciates at a rate of $1,000 per year. The adjusting entry would be 
a. a debit to accumulated depreciation for $1,000, a credit to depreciation expense.
b. a debit to depreciation expense, a credit to office equipment for $1,000.
c. a debit to office equipment, a credit to depreciation expense for $1,000.
d. a debit to depreciation expense, a credit to accumulated depreciation for $1,000.


27.  The employees of Roberto Clemente Company get paid every Friday for a 5-day workweek (Monday through Friday). The total payroll is $3,000 per day of work. If the accounting period ends on Wednesday of a given week, what adjustment must be made to the company's accounting system? 
a. Increase wages payable (a liability) by $15,000 and decrease shareholders' equity by recognizing wages expense for the same amount. 
b. Increase wages payable (a liability) by $9,000 and decrease shareholders' equity by recognizing wages expense for the same amount. 
c. Decrease cash (an asset) by $9,000 and decrease shareholders' equity by recognizing wages expense for the same amount. 
d. No adjustment is necessary because there is no expense until the employees are paid on Friday.


(Merchandising & Inventory)
28.	Inventory becomes part of cost of goods sold when a company
	a.	pays for the inventory.		b.   purchases the inventory.
	c.	sells the inventory.			d.   receives payment from the customer.

29. Papoose Inc. sells a baby crib from inventory for $599 on credit. The crib originally cost $395. Record the sales transaction using a perpetual system? 
a. debit Cash for $599, credit Sales for $599; debit Inventory for $395 and credit Cost of Goods Sold for $395.
b. debit Accounts Receivable for $599, credit Inventory for $395, and credit Retained Earnings for $204.
c. debit Accounts Receivable for $599, credit Sales for $599; debit Cost of Goods Sold for $395 and credit Inventory for $395.
d. debit Inventory for $395, debit Cost of Goods Sold for $204, and credit Accounts Receivable for $599.

30.  Wigwam Incorporated sells part number 45G to toy manufacturers. Information about part number 45G is contained in the table below.										
Number of units		Unit Cost			Total Cost
Beginning Inventory	2,000			$8.00			$16,000	
Purchases	4,000			$8.25			$33,000	
Purchases	5,000			$8.60			$43,000	
Totals	11,000						$92,000

Determine the cost of goods sold and ending inventory cost of part 45G assuming that 8,000 units are sold at a per unit selling price of $12.50 and that the company uses the FIFO cost flow method. 
a. Cost of goods sold is $60,000 and ending inventory is $32,000. 
b. Cost of goods sold is $66,200 and ending inventory is $25,800. 
c. Cost of goods sold is $62,300 and ending inventory is $29,700. 
d. None of the above. 


31.  Wigwam Incorporated sells part number 45G to toy manufacturers. Information about part number 45G is contained in the table below. 
				Number of units	Unit Cost	Total Cost
Beginning Inventory	2,000	    	$8.00	$16,000	
Purchases	4,000		$8.25	$33,000	
Purchases	5,000		$8.60	$43,000	
Totals	11,000			$92,000

Determine the cost of goods sold and ending inventory cost of part 45G assuming that 8,000 units are sold and that the company uses the LIFO cost flow method. 
a.   Cost of goods sold is $67,750 and ending inventory is $24,250. 
b.   Cost of goods sold is $66,200 and ending inventory is $25,800. 
c.   Cost of goods sold is $66,600 and ending inventory is $25,400. 
d.   None of the above. 

32.	At the beginning of the year, Painted Horse had an inventory of $200,000. During the year, the company purchased goods costing $800,000. If Painted Horse reported ending inventory of $300,000 and sales of $1,050,000, their cost of goods sold and gross profit rate would be
	a.	$500,000 and 52.4%		b.	$700,000 and 33.3%
	c.	$500,000 and 33.3%		d.	$700,000 and 66.7%

33.  Painted Horse understated its ending inventory.  Which of the following answers correctly states the effect of the error in that period?
	a.  overstatement of total assets and cost of goods sold
	b.  understatement of total assets and net income
	c.  understatement of liabilities and retained earnings
	d.  overstatement of cost of goods sold and retained earnings


(Cash & Receivables)
34.  The following information was taken from Welch Company’s cash budget for April:
		Beg. Cash balance = $45,000
		Cash receipts = $27,000
		Cash Disbursements = $51,000
	If the company has a policy of maintaining a minimum cash balance of $37,000, how much will the company need to borrow?
	a.  $14,000			b.  $24,000		c.  $8,000		d.  $16,000

35.  A company’s cash records showed a balance of $13,437 prior to reconciliation.  The bank statement showed a total of $12,343.  Checks (payments) written to suppliers but not cleared by the bank totaled $1,234.  A bank deposit of $2,328 made the night before the reconciliation was not reflected on the bank statement.  The correct balance of cash that should be reports after the reconciliation is:
a.  $11,109			b.  $12,343		c.  $13,437		d.  $14,671

36.  Net accounts receivable are: 
a.  Sales less bad debt expense. 
b.  Accounts receivable plus the allowance for doubtful accounts. 
c.  Accounts receivable less bad debt expense. 
d.  Accounts receivable less the allowance for doubtful accounts. 
37.	On January 1, a company’s Accounts Receivable had a balance of $2,500,000 and an Allowance for Doubtful Accounts a balance of $500,000.  During the year the company determined that a customer account of $10,000 was uncollectible.  Which of the following statements is true?
a.  there will be no change in the Accounts Receivable or Allowance for Doubtful Accounts
b.  Accounts Receivable will decrease by $10,000 but the Allowance for Doubtful Accounts will remain unchanged
c.  Accounts Receivable and the Allowance for Doubtful Accounts will each decrease by $10,000
d.  Accounts Receivable will remain unchanged, but the Allowance for Doubtful Accounts will decrease by $10,000

38.  A firm receives an invoice for $480 with terms of 2/10, net/30 for merchandise purchased on account on March 13.  The cash necessary to pay this transaction on March 22 is:
a.  $790.40			b.  $474.24		c.  $470.40		d.  $464.00


(Long-Term Assets)
39.	Which statement best describes the proper accounting treatment for long-term assets classified as property, plant, and equipment? 
a. Record them as expenses when purchased using the cost principle. 
b. Record them as revenues and expenses using the matching principle. 
c. Record them as assets and adjust them to market value during the adjustment process using the straight-line method. 
d. Record them as assets and then depreciate them over an estimated useful life.
40.  On January 1, 2003, Indian Manufacturing Company purchased factory equipment with an estimated useful life of 10 years and $5,000 expected salvage value for $205,000. Calculate the annual amount of depreciation expense using the straight-line method. 
a.   $20,000. 		b.   $200,000. 		c.   $20,500. 		d.   $500. 

41.	The TNT Company has five plants nationwide that cost $300 million. The current market value of the plants is $500 million. The plants will be reported as assets at
	a.  $200 million.		b.  $800 million.		c.  $300 million.		d.  $500 million.

42.  A company sells an asset for $8,500 in cash.  The asset had a historic cost of $30,000 and accumulated depreciation of $20,000 as of the day it was sold.  How much will be the gain or loss on sale?
	a.  $10,000 loss		b.  $1,500 loss		c.  $3,000 gain		d.  $22,500 gain	

43.  Which statement regarding accelerated depreciation methods is true? 
a. They provide higher amounts of depreciation expense in the early years of an asset's life and smaller amounts in the later years. 
b. They provide an unpredictable amount of expense each year because they are based upon the actual amount of an asset used up. 
c. They provide equal amounts of expense each year. 
d. None of the above.

44. Arrow Corporation has $3.5 million in long-lived assets and has an accumulated depreciation account of $1.1 million. Which of the following statements is true? 
a.  The book value of long-lived assets is $2.4 million.
b.  The market value of long-lived assets is $3.5 million.
c.  The carrying value of long-lived assets is $3.5 million.
d.  The resale value of long-lived assets is $2.4 million.

(Notes Receivable)
45.  On September 1, 2012, Tomahawk Co. lends cash and accepts a $1,000 note receivable that offers 12% interest
	and is due in six months.  How much interest revenue will Tomahawk accrue in 2012?
a.  $20			b.  $30			c.  $60			d.  $40

46.  Apache Co. loaned to Teepee Inc.’s $20,000 on a 120 day, 9% note. The entry made by Apache Co. when the note is collected, assuming no interest has previously been accrued is:
a.	Cash		20,000
		Notes Receivable		20,000

b.	Accounts Receivable	20,600
		Notes Receivable		20,000
		Interest Revenue		600

c.	Cash		20,600
		Notes Receivable		20,000
		Interest Revenue		600

d.	Accounts Receivable	20,600
		Notes Revenue		20,000
		Interest Revenue 		600


(Liabilities)
47. Which of the following is not a current liability?
a. wages payable		b. accounts payable	c. taxes payable		d. bonds payable

48.  Bonds with a face value of $100,000 are sold at 102.5.  This transaction will result in recording:
	a.  discount on bonds payable of $250	b.  premium on bonds payable of $2,500
	c.  premium on bonds payable of $1,025	d.  accrued interest payable of $1,025

49.  A company issues $20 million in bonds at a stated rate of 10% with interest payable semiannually.  Assuming the bonds sell at 102, what is the amount of each semiannual cash interest payment?
	a.  $1,000,000		b.  $1,020,000		c.  $2,000,000		d.  $2,040,000

50.  The sale of long-term bonds at a discount will result in interest expense that is:
	a.  less than cash interest paid in the year the bonds are issued
	b.  less than cash interest paid each year for the life of the bonds
	c.  greater than cash interest paid in the year the bonds are issued
	d.  greater than cash interest paid each year for the life of the bonds

51. Ambush Company arranged for a 20 year, $100,000, 11% interest mortgage loan on January 1, 2010 requiring annual payments of $11,000. What is the amount of interest of the first payment?
	a. $11,000 			b.  $2,000. 		c.  $9,000. 		d.  $5,500.



(Stockholders’ Equity)
52.  Welch Inc. had the following balances:  Common Stock $40,000, Additional Paid-in Capital $240,000, Retained Earnings $36,000 and Treasury Stock $6,000. Total Stockholders’ equity is:
	a.  $322,000. 		b.  $316,000. 		c.  $310,000. 		d.  $250,000.

53.	Retained earnings is:
	a.  increased by net income		b.  equal to the amount of cash the corporation has retained from operations
	c.  an asset of the corporation	d.  increased when treasury stock is purchased

54.  The state charter of Tom's Wear authorizes the corporation to sell 300,000 shares. Tom's Wear has issued 200,000 shares of stock. There are 7,500 shares of treasury stock. The number of outstanding shares is: 
	a.  7,500 shares. 		b.  300,000 shares. 	c.  192,500 shares. 	d.  200,000 shares. 

55.	Tom's Wear issued 20,000 shares of stock for $20 per share. The par value of the stock was $1 per share. Calculate the value of capital stock and additional paid-in capital. 
a. Capital stock $400,000; additional paid-in capital $0. 
b. Capital stock $380,000; additional paid-in capital $20,000. 
c. Capital stock $0; additional paid-in capital $400,000. 
d. Capital stock $20,000; additional paid-in capital $380,000. 

56.	Tonto's Co. had a beginning balance on March first in retained earnings of $1,250. During March, Tonto’s paid $100 in dividends and had net income of $2,000. The March 31 balance in retained earnings was: 
	a. $7,350. 			b.  $3,150. 		c.  $1,150. 		d.  $3,350.

57.	Which of the following statements about dividends is not true? 
a.   Dividends represent a sharing of corporate profits with owners.
b.   Both stock dividends and cash dividends reduce retained earnings.
c.   Cash dividends paid to stockholders reduce net income.
d.   Dividends are declared at the discretion of the board of directors.


(Statement of Cash Flows)
58. The category that is generally considered to be the best measure of a company's ability to continue as a going concern is
a.	cash flows from operating activities.
b.	cash flows from investing activities.
c.	cash flows from financing activities.
d.	 usually different from year to year

59.  Which of the following statements is correct? 
a.  Payment of interest is a cash outflow from operations. 
b.  Payment of dividends is a cash outflow from operations. 
c.  Cash paid for dividends is subtracted from net income. 
d.  A company with a positive net income will also have a positive net cash flow. 

60.  Tom's Wear purchased long-term equipment for $89,500, received $57,000 for the sale of used equipment, and repaid a loan of $30,000. The amount of net cash from or used for investing activities is: 
a.  $146,500. 		b.  ($32,500). 		c.  $87,000. 		d.  $116,500. 

61.  Tom's Wear issued $45,000 in common stock, borrowed $12,000, and paid $500 in dividends. The amount of net cash from or used for financing activities is: 
a.  $33,500. 		b.  $32,500. 		c.  $57,000. 		d.  $56,500. 

62.   Apache Inc. uses the indirect method for preparing the statement of cash flows.  The following accounts and balances were drawn from the company’s accounting records:
	Account Title		Beg. Bal.		End. Bal.	
	Account Receivable		15,000			20,000
	Supplies			 2,300			500
	Accounts Payable		12,000			13,200
	Wages Payable		 3,200		   	 2,800

Net income for the period was $21,000.  Reported depreciation expense was $6,000.  The net cash flows from operating activities would be:
a.   $24,600			b.   $20,000		c.   $18,600		d.   $17,400


(Analysis)
63. An increasing inventory turnover ratio indicates:
a.  longer time span between the ordering and receiving of inventory.
b.  longer time span between the purchase and sale of inventory.
c.  shorter time span between ordering and receiving of  inventory.
d.  shorter time span between the purchase and sale of inventory.


64.  The current ratio measures the: 
a. Liquidity of a company. 		b.  Profitability of a company. 
c.  Amount of revenue recognized. 	d.  Financial risk of a company. 

65.  Which statement below best describes the meaning of the return on assets (ROA) calculation? 
a. It indicates how well management uses a company's assets to generate net income. 
b. It is the percentage of profit earned from collecting accounts receivables. 
c. It answers the question, "How much profit does the company have for each dollar of revenues?" 
d. It measures the leverage during a period.

66.  Assume Taylor & Sons Cabinet Makers has an inventory turnover ratio of 4.5 for the year ended November 30, 2002. Which statement below is the best interpretation of the ratio? 
a. The company sells its average inventory balance 4.5 times per period. 
b. The company was able to sell the inventory 4.5 times faster than last year. 
c. The company has 4.5 times as much inventory as they have current liabilities. 
d. The company sells its inventory at a greater rate than other companies in its industry.

67.  The accounts receivable turnover ratio measures a company's ability to: 
a. Collect the cash owed from its credit customers. 
b. Sell accounts receivables to factors. 
c. Increase its credit customer base. 
d. Make credit sales. 


68. Tom's Wear is in the retail industry. The industry average for receivables turnover is 13 times per year. The turnover for Tom's Wear was 12 times per year. 
a. Tom's Wear should improve its turnover to meet the industry standard. 
b. Tom's Wear's turnover is better than the industry standard. 
c. Tom's Wear is able to turn its receivables into cash more quickly than its competitors in the industry. 
d. Both B and C.

69. A measure of how well a company produces income with the amount of  total investment that common shareholders have made in the company is the: 
a) Return on equity ratio. 	b)  Profit margin. 	c) Earnings per share. 	d)  Book value per share.  

70.  Which ratio is not comparable with other companies?
a) Return on equity 		b)  Profit margin. 	c) Earnings per share. 	d)  Return on assets


Financial Statement Preparation (30%)
Multi-Step Income Statement
Lambert Department Store is located in midtown Metropolis. During the past several years, net income has been declining because suburban shopping centers have been attracting business away from city areas. At the end of the company’s fiscal year on November 30, 2014, these accounts appeared in its adjusted trial balance.
	Accounts Payable
	
	$ 33,500

	Accounts Receivable
	
	21,500

	Accumulated Depreciation—Equipment
	
	85,000

	Cash
	
	10,000

	Common Stock
	
	43,750

	Cost of Goods Sold
	
	767,875

	Freight-Out
	
	7,750

	Equipment
	
	196,250

	Depreciation Expense
	
	16,875

	Dividends
	
	15,000

	Gain on Disposal of Plant Assets
	
	2,500

	Income Tax Expense
	
	12,500

	Insurance Expense
	
	11,250

	Interest Expense
	
	6,250

	Inventory
	
	32,750

	Notes Payable (due in 2018)
	
	54,375

	Prepaid Insurance
	
	7,500

	Advertising Expense
	
	41,875

	Rent Expense
	
	42,500

	Retained Earnings
	
	17,750

	Salaries and Wages Expense
	
	146,250

	Sales Revenue
	
	1,130,000

	Salaries and Wages Payable
	
	7,500

	Sales Returns and Allowances
	
	25,000

	Utilities Expense
	
	13,250



Based on the data above, prepare an income statement that reflects multiple levels of profitability.  Use professional formatting and proper headings.



Classified Balance Sheet

	[image: http://edugen.wileyplus.com/edugen/art2/common/pixel.gif]


Suppose the following items are taken from the 2014 balance sheet of Yahoo! Inc. (All dollars are in millions.)
	Goodwill
	
	$3,870

	Common stock
	
	6,102

	Equipment
	
	2,319

	Accounts payable
	
	151

	Patents
	
	208

	Stock investments (long-term)
	
	3,464

	Accounts receivable
	
	1,180

	Prepaid rent
	
	210

	Marketable Securities (short-term)
	
	1,290

	Retained earnings
	
	7,405

	Cash
	
	2,480

	Notes payable (long-term)
	
	725

	Unearned sales revenue
	
	389

	Accumulated depreciation—equipment
	
	249


[bookmark: _GoBack]

Prepare a classified balance sheet for Yahoo! Inc. as of December 31, 2014. (List current assets in order of liquidity.)  Use professional formatting and proper headings.
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