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This 1s-a work sheet you are expected to do by your own. It carries 25 marks. The work sheet should be
_completed and submitted to your center coordinator which will be sent to the Head Office of the
School of Distance and Continuing Education for evaluation. Do not try to complete the worksheet

until you have covered all the lessons and exercises in the course material.

Any questions in the course that you have not been able to understand should be stated on a separate

sheet of paper and attached to this work sheet. Your tutor will clarify for you.

After completing this worksheet, be certain to write your name, Id No and Address on the first page. [n

addition to this, your Name and Id No should be written on each paper of the work sheet.

N.B: The worksheet has 3 parts and 4 pages.
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Part I: Write “True” if the statement is correct or “False” if the statement is incorrect op |

space provided

" 1. All plant assets are depreciable.

y 2. Dembel City Centre has currently started operation. The owner partly finances the
; construction through borrowing. The accountant should capitalize the interest cost

incurred after being operational. S0 126 r

S g 1
_3. Plant asscts are assets that can be used by a business enterprise for more than one year

5

— —t____ 4. Tangible assets are assets without physical feature, = . .-

N ert 2y - - s

5. Land held on a real estate (concern for resale) can be categorized as plant asset

6. In Partnership the admission of new partner dissolves the old partnership.

- -+

S 7" 7. The effect qfending inventor\{ on net income is the same as jts effect on gross profit.

8. Raw maierial INVenLories %re Bools purchased for resale in the'normal course of business. -

9. A capital expenditure has a benefjt thzit extends beyond the end of the current period and

should be charged to an asset, 2115 _ 2 : et A

S0 There are no purchases and purchase returns and allowances accounts in perpetual .., -~ ©
inventory system. |

1. Which of the following statements regardfng inventory accounting methods is true, In
periods of

A. declining prices, the tax benefits of using LIFO are increased
B. rising prices, using the LIFO method results in a lower current ratio than the FIFQ method
C. rising prices, using the FIFO method results in higher inventory cost than the LIFO method.
D. declining prices FIFO results in higher net income than LIFQ

2. Which of the following statements about inventory are TRUE during periods of rising
prices?

A. LIFO Gross Profit Margin > FIFO Gross Profit Margin

B. LIFO Current ratio >>F IFO Current Ratio

C. LIFO Debt to Equity Ratio > FIFO Debt to Equity Ratio

D. LIFO Inventory cost < FIFQ Inventory cost
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‘ 3. Whi
g ich of the following statements regardmg inventory methods used during periods of rising
prices is FALSE? T

“A. FIFO results in higher inventory balances

B. LIFO results in lower cost of goods sold = i v i e

/ 1 r /<1

C. FIFO resuls i n hlghcr taxes : )

D. LIFO results in lower net income ' 3P &

4. Which of the following 1tcms would NOT be amortized?, AR
A. Goodwill. C. Plant, land and equipment .
B. Research and deyclopment D. Trademark

5. Changes in asset lives and salvage value are changes in accounting:

A principle and no specific disclosures are required

B. estimates and no spéciﬁc disclosures are required
C. principle an‘d specific disclosures are required

D. estimates and specific disclosures are required

A firm using straight-line depreciation reports the following financial information:

7

= Gross investment in fixed assets 0£$89,167.205

e B et St g Sabeih e g ), B T e e S b b g R S A

« Accumulated depreciation of $35,341,773
; o Annual depreciation expense of $3,885,398 ' : : 5

5 % 6. Bascd on the above information, the approximate age of the fixed asset is: l’
A. 13.85 % €. Ly : : e
1 B. 22954 ° DA e 4
7. Based on the above information, a firm using straight-line depre-:;:atlon reports gross . “‘;

~ investment in fixed assets of $80 mﬂhon accumulated depreclatlon of $45 rmlhon, and annual Y

depreclatlon expense of $5 million. The apprommate average age of the ﬁxed assets is: : b
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o 9. Wthh of the followmg ChaTaCtCHStICS is con51dered to be an advantage of the. corporate

form'of organization? ‘
A ‘Avoidance of double taxation  C. Low level of regulation
‘ B ‘Limited liability of stockholders  D. The absence of a pcrpetual existence

, 10. Of the following characteristics, which is not generally regarded as right of common
S R TR T

= &3 S e A S P B s
A. Preemptive right . C. Preference in liquidation ;
B. voting rights A D. Transferability of shares

Part IIl: Work outpart
- : S5 ; ‘
An analyst has gathered the following financial data:

» Costofthe asset is $5,898

* . Estimated uséful life is 4.00 years (or 67,000 units)

: You estimate the residual value of the asset at $577

. For the purposes of product-output deprecmtlon calculations, use the following c data
i :‘.M':—:ﬂh“ %*'*“J» e ..'.'_-Jﬁ'~—"~ el Sl e w‘?ﬁt}-ﬁv—w—r‘« R S SR R =
ety 7o e )- Year 1 -30%

’3» Year2 - 25% i
- Year3 25%' '
:ar Year4 20% :

e ﬁée the,.information to answer from 1 to 5 show your computation clearly (15 5

"»
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