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When you have completed your exam and reviewed your answers, click Submit Exam. Answers will not be recorded until you 
hit Submit Exam. If you need to exit before completing the exam, click Cancel Exam. 

Questions 1 to 20: Select the best answer to each question. Note that a question and its answers may be split across a page 
break, so be sure that you have seen the entire question and all the answers before choosing an answer.

 

1. On April 1, Bill's Builders LLC entered into a contract of one-month duration to build a barn for Nolan. 
Bill's is guaranteed to receive a base fee of $5,000 for his services in addition to a bonus depending on 
when the project is completed. Nolan created incentives for Bill's to finish the barn as soon as it can 
without jeopardizing the structural integrity of the barn. Nolan offered to pay an additional 30% of the base 
fee if the project finished 2 weeks early and 10% if the project finished a week early. The probability of 
finishing 2 weeks early is 30% and the probability of finishing a week early is 60%. What's the expected 
transaction price with variable consideration estimated as the expected value?
A. $4,750

B. $5,750

C. $5,500

D. $5,000

 

2. Excerpts from Peg Co.'s December 31, 2016 and 2015, financial statements and key ratios are presented 
below (all numbers are in millions): 
 

 
 
Peg Co.'s return on equity for 2018 is (rounded)

  2016 2015
Accounts receivable (net) $20 $16

Net sales $115 100

Cost of goods sold $60 55

Net income $20 17

Inventory turnover 5.22  

Return on assets 10.3%  

Equity Multiple 2.36  

A. 17.4%.

B. 9%.

C. 24.3%.

D. 22%

 

3. Alexis Ltd. sells an asset with a $1 million fair value to Chandler Inc. Chandler agrees to make 6 equal 
payments, one year apart, commencing on the date of sale. The payments include principal and 6% annual 
interest. Compute the annual payments.
A. $203,351



B. $166,651

C. $135,252

D. $191,852

 

4. Shadow Lane's income tax payable account decreased from $14 million to $12 million during 2015. If its 
income tax expense was $80 million, what would be shown as an operating cash flow under the direct 
method?
A. A cash outflow of $78 million

B. A cash outflow of $82 million

C. A cash outflow of $12 million

D. A cash outflow of $80 million

 

5. Spokane Inc. offers a new employee a lump sum signing bonus at the date of employment. Alternatively, 
the employee can take $30,000 at the date of employment and another $50,000 two years later. Assuming 
the employee's time value of money is 8% annually, what lump sum at employment date would make her 
indifferent between the two options?
A. $80,000

B. $60,000

C. $62,867

D. $72,867

 

6. In 2015, Solid Construction Co. (SCC) began work on a two-year fixed-price contract project. SCC uses 
the percentage-of-completion method to account for such projects and provides you with the following 
information (dollars in millions): 
 

 
 
What's the fixed contract price for SCC's project?

Accounts receivable (from construction progress billings) $37.5

Actual construction costs incurred in 2015 $135

Cash collected on project during 2015 $105

Construction in progress, 12/31/15 $207

Estimated percentage of completion during 2015 60%

A. $345 million

B. $72 million

C. $120 million

D. $225 million

 

7. Comprehensive income is the change in equity from
A. owner transactions.

B. owner or nonowner transactions.

C. capital transactions.

D. nonowner transactions.

 

8. In 2015, Solid Construction Co. (SCC) began work on a two-year fixed price contract project. SCC uses 



the percentage-of-completion method to account for such projects and provides you with the following 
information (dollars in millions): 
 

 
 
What were the construction billings by SCC during 2015?

Accounts receivable (from construction progress billings) $37.5

Actual construction costs incurred in 2015 $135

Cash collected on project during 2015 $105

Construction in progress, 12/31/15 $207

Estimated percentage of completion during 2015 60%

A. $142.5 million

B. $225 million

C. $37.5 million

D. $67.5 million

 

9. On July 15, 2016, Ortiz & Co. signed a contract to provide EverFresh Bakery with an ingredient-
weighing system for a price of $90,000. The system included finely tuned scales that fit into EverFresh's 
automated assembly line, Ortiz's proprietary software modified to allow the weighing system to function in 
EverFresh's automated system, and a one-year contract to calibrate the equipment and software on an as-
needed basis. (Ortiz competes with other vendors who offer ongoing calibration contracts for Ortiz's 
systems.) If Ortiz was to provide these goods or services separately, it would charge $60,000 for the scales, 
$10,000 for the software, and $30,000 for the calibration contract. Ortiz delivered and installed the 
equipment and software on August 1, 2016, and the calibration service commenced on that date. Assume 
that the scales, software, and calibration service are viewed as one performance obligation. How much 
revenue will Ortiz recognize in 2016 for this contract?
A. $63,000

B. $90,000

C. $0

D. $37,500

 

10. YoYo Phones sells smartphones with an unconditional right to return the phone if the customer isn't 
satisfied. YoYo has a long history selling these phones under this returns policy and can provide precise 
estimates of the amount of returns associated with each sale. YoYo most likely should recognize revenue
A. when YoYo Phones receives cash from the customer.

B. when YoYo Phones delivers a smartphone to a customer, in an amount that is reduced by the expected returns.

C. when a customer returns a smartphone.

D. when YoYo Phones delivers a smartphone to a customer, ignoring potential returns.

 

11. For the statement of cash flows, short-term Treasury bills would be included as
A. cash equivalents.

B. operating activities.

C. financing activities

D. investing activities.

 

12. Iris Scott is an artist who sells his work under consignment (he displays his work in local barbershops, 



and customers purchase his work there). Scott recently transferred a painting on consignment to a local 
barbershop. Scott most likely should recognize revenue when
A. he paints the painting, because the painting is produced while he works.

B. he transfers the painting to a barbershop.

C. the barbershop's right of return expires.

D. the barbershop sells the painting.

 

13. In a statement of cash flows prepared under International Financial Reporting Standards (IFRS), each 
of the following items is typically classified as a financing cash flow except
A. proceeds from the issuance of long-term debt.

B. dividends received.

C. interest paid.

D. dividends paid.

 

14. Nevada Boot Co. reported net income of $216,000 for its year ended December 31, 2018. Purchases 
totaled $152,000. Accounts payable balances at the beginning and end of the year were $36,000 and 
$33,000, respectively. Beginning and ending inventory balances were $44,000 and $46,000, respectively. 
Assuming that all relevant information has been presented, Nevada Boot would report operating cash flows 
of
A. $155,000.

B. $221,000.

C. $151,000.

D. $211,000.

 

15. Present and future value tables of $1 at 9% are presented below. 
 

Tap's Inc. sold the rights to use one of its patented processes that will result in cash receipts of $2,500 at 
the end of each of the next four years and a lump sum receipt of $4,000 at the end of the fifth year. The 
total present value of these payments if interest is at 9% is:

  PV of $1 FV of $1 PVA of $1 FVAD of $1 FVA $1

1 0.91743 1.09000 0.91743 1.09000 1.0000

2 0.84168 1.8810 1.75911 2.2781 2.0900

3 0.77218 1.29503 2.53129 3.5731 3.2781

4 0.70843 1.41158 3.23972 4.9847 4.5731

5 0.64993 1.53862 3.88965 6.5233 5.9847

6 0.59627 1.67710 4.45892 8.2004 7.5233

A. $10,699.

B. $14,000.

C. $11,468.

D. $12,100.

 

16. At the end of the next four years, a new machine is expected to generate net cash flows of $8,000, 
$12,000, $10,000, and $15,000, respectively. What are the (rounded) cash flows worth today if a 3% 
interest rate properly reflects the time value of money in this situation?
A. $41,556



B. $32,400

C. $39,982

D. $38,100

 

17. On June 1, Lucy & Bros. received an order for 500 cupcakes. Lucy delivered the cupcakes to the 
client on June 25. A $50 deposit was received on June 5 and the remaining $450 was paid on June 30. 
Lucy likely would recognize revenue on
A. June 5.

B. June 30.

C. June 1.

D. June 25.

 

18. Race Corporation's results for the year ended December 31, 2016, include the following material items: 
 

 
 
Race Corporation's income from continuing operations before income taxes for 2016 is

Sales revenue $6,200,000

Cost of goods sold 3,800,000

Selling and administrative expenses 1,300,000

Loss on sale of investments 200,000

Loss on discontinued operations 500,000

Loss on impairment 80,000

A. $820,000

B. $320,000

C. $900,000

D. $880,000

 

19. Matata Company pays $10 million at the beginning of each year for 10 years to Latte Inc. for a building 
with a fair value of $75 million. What interest rate is Latte earning on financing this land sale?
A. Between 7% and 8%

B. Between 5.5% and 6%

C. Between 13% and 14%

D. The answer can't be determined from the given information.

 

20. In 2015, Solid Construction Co. (SCC) began work on a two-year fixed-price contract project. SCC 
uses the percentage-of-completion method to account for such projects and provides you with the following 
information (dollars in millions): 
 

 
 

Accounts receivable (from construction progress billings) $37.5

Actual construction costs incurred in 2015 $135

Cash collected on project during 2015 $105

Construction in progress, 12/31/15 $207

Estimated percentage of completion during 2015 60%



End of exam 

 
What are SCC's estimated remaining construction costs on the project at the end of 2015?
A. $135 million

B. $225 million

C. $90 million

D. $0


