Managerial Accounting
Acct 2301

Chapter 7 Quiz

1. Bruce Company's sales budget shows the following expected total sales: 
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The company expects 70% of its sales to be on account (credit sales). Credit sales are collected as follows: 25% in the month of sale, 72% in the month following the sale with the remainder being uncollectible and written off in the month following the sale.  In April, cash inflows from the collection of receivables would be
a. $18,200

b. $21,000

c. $24,640

d. $25,725

e. None of the above.

2. Thirty percent of Sharp Company's sales are for cash and 70% are on account. Sixty percent of the account sales are collected in the month of sale and 37% in the month following sale.  The remainder is uncollectible and written off in the month following the sale.  The following are budgeted sales data for the company: 
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What is the budgeted accounts receivable balance at the end of the first quarter? 

a. $12,460
b. $11,620
c. $10,360
d. $11,200
e. None of the above.

3. Skyland Company wants an ending inventory each month equal to 30% of the next month's cost of goods sold. Cost of goods sold for February is projected at $90,000 and $99,000 for March.  Based on this information, purchases for February will be: 
a. $ 63,000

b. $ 66,000

c. $ 87,300
d. $ 92,700
e. None of the above
4. Harker Company budgeted the following transactions for April 2008: 

Sales




$200,000

Cash Operating Expenses
  
  105,000

Cash Purchases of Investments
    
    75,000

Cash Payment of Debt

    
    15,000

Depreciation on Operating Assets
    12,000


The beginning cash balance was $50,000. The company will collect 75% of the sales in April.  The company desires to have a $25,000 ending cash balance. What is the amount of the cash overage or shortage? (i.e. – How much will Harker have to borrow or repay?) 

a. $18,000 overage

b. $32,000 shortage

c. $20,000 shortage

d. $30,000 overage

e. None of the above.

5. Coronet Company provided the following information related to its inventory sales and purchases for December 2007 and the first quarter of 2008: 
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Desired ending inventory levels are 25% of the following month's projected cost of goods sold. Budgeted purchases of inventory in February 2008 would be 

a. $ 67,500

b. $ 90,000

c. $ 60,000

d. $112,500

e. $ 82,500
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