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award.
1 10.00
¥ points

Popson Inc. incurred a material loss which was not unusual in character, but was clearly an infrequent occurrence. This loss should be reporied as:
(" An exiraordinary loss.
" A separate line item between income from continuing operations and income from discontinued operations.
é'f A separate line item within income from continuing operations.
(" A separate line item in the retained eamings statement.

Leaming Objective: 04-01 Discuss the importance of

Multiple Choice Difficulty: Medium income from centinuing operations and describe its
comporients.
award:
2 10.00
" points
Freda's Florist reported the following before-tax income statement items for the year ended December 31, 2011:
Operating meame 52 K
Extracrding i 3 ¥

All income staiémem items are subject to a 40% income tax rate. In its 2011 income statement, Freda's separately stated income tax expense and total income tax expense
would be:

" $128,000 and $128,000, respectively.
" $128,000 and $100,000, respectively.
2. $100,000 and $128,000, respectively.
" $100,000 and $100,000, respectively.

Learning Objective: 04-01 Discuss the importance of

Multiple Choice Difficulty. Hard income from continuing operations and describe its
components
award:
3 10.00
. points

The distinction between operating and nonoperating income relates to:
" Continuity of income.
W Principal activities of the reporting entity.
-(‘ Consistency of income stream.
" Reliability of measurements.

Learning Objective; 04-03 Discuss the components of
Multiple Choice Difficulty: Medium operating and nonoperating income and their
relationship to eamings quality.

On May 1, Foxtrot Co. agreed to sell the assets of its Footwear Division to Albanese Inc. for $80 million. The sale was completed on December 31, 2011,
The following additional facts pertain to the transaction:

« The Footwear Division gualifies as a component of the entity according to GAAP regarding discontinued operations.

- The book value of Footwear's assets totaled $48 million on the date of the sale.

» Footwear's operating income was a pre-tax loss of $10 millien in 2011.

= Foxtrot's income tax rate is 40%.

award;

4 10.00

points
In the 2011 income statement for Foxtrot Co., it would report:
" Income (loss) on its total operations for the year without separation.
¢ Income (loss) on its continuing operation only.
»&  Income (loss) from its continuing and discontinued operations separately.
" Income and gains separately from losses.

Learning Objective: 04-04 Define what constitutes
Multiple Choice Difficulty: Medium discontinued operations and describe the appropriate
income statement presentation for these transactions.

award:

5 ) 10.00

points

Suppose that the Footwear Division's assets had not been sold by December 31, 2011, but were considered held for sale. Assume that the fair value of these assets at
December 31 was $40 million. In the 2011 income statement for Foxtrot Co., it would report a loss from discontinued operations of:
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8.

points

" $3 million loss

(" $10 million loss
& $10.8 million loss
¢ $18 million loss

Learning Objective: 04-04 Define what constitutes
Multiple Choice Difficulty: Hard discontinued operations and describe the appropriate
income statement presentation for these transactions,

ayard
10.00

" Unusual and material.

¢ Infrequent and significant.

" Material and infrequent.
K Unusual and infrequent.

Leamning Objective: 04-05 Define extracrdinary items
Multiple Choice Difficulty: Easy and describe the appropriate income statement

award;
10.00
points

Cal's Cookies reported 2011 before-tax income before extracrdinary tems of $152,000 and a before-tax extraordinary loss of $32,000. All tax items are subject to a 30% tax
rate. In its 2011 income statement, Cal's would report the following amounts as separate line items for net income and income tax expense:

¢ $120,000 and $36,000.

S $84,000 and $45,600.
 $84,000 and $36,000.
¢ $120,000 and $45,500.

Learning Objective: 04-05 Define extraordinary items
Multiple Cheice Difficulty: Hard and describe the appropriate income statement
presentation for these transactions.

award:
10.00
points

Sales revenue 5. 844

1

""Cendant Corporation's resuilts for the vear ended December 31, 2011, inciude the foliowing material items:

Sest of goods sold
Belling and admunistrative expenses
Loss on sale of mvestmenis
Toass way dhscontinued operations
Luss lroms expropeiation {uausual and
isfrequent eventy SO0 00
Restuctunng costs SOG03
Orierstadement of amorlization eXperse in
26080 cansed by mathematical error ;
Cendant Corporation's income from continuing operations before income taxes for 2011 is:

" $900,000.
" $880,000.
$820,000.
" $320,000,
Learning Objective: 04-03 Discuss the components of  Leaming Objective: 04-05 Define extraordinary items
Multiple Choice operating and nonoperating income and their and describe the appropriate income statement
! relationship te eamnings quality. presentation for these transactions.
Leaming Objective; 04-04 Define what constitutes Learning Objective: 04-07 Explain the accounting
Difficulty: Hard discontinued operations and describe the appropriate  treatments of changes in estimates and correction of

income statement presentation for these transactions,  errors,

award:
10.00
points

Which of the following is not true about EPS?
¢ It must be reported by all corporations whose stock is publicly traded.
" It must be reported separately for discontinued operations.
" It must be reported separately for extraordinary items.

8 It must be reported on operating income.

Learning Objective: 04-08 Define eamnings per share
Multiple Choice Difficulty: Easy (EPS) and explain required disclosures of EPS for
certain income statement componants
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award:

10 10.00

points
Expenses in an income statement prepared under International Financial Reporting Standards:

" Must be classified by function.
L _Musi be classified by natural description.

\N Can be classified either by function or by natural description.
{7 Noene of the above is correct.

Learning Objective: 04-01 Discuss the importance of
Multiple Choice income from continuing operations and describe its
components.

Leaming Cbjective: 04-12 Discuss the primary
differences betwsen U.5. GAAP and IFRS with
respect to the income stalement and stalement of
cash flows,

Difficulty: Easy

award:

10.00

points

" Jacobsen Co%p&éﬁoﬁb?éﬁa”fes its financial statement ‘é"plﬁlying U.S. GAAP. During its 2011 fiscal year, the company reported before-tax income of $620,000. This amount
does not include the following two items, both of which are considered to be material in amount:

sl and inlrequent gain
Lo from dizcontimued operations M O
The company's income tax rate is 40%. In its 2011 income statement, Jacobsen would report income from continuing operations of:
 §312,000
S $372,000.
" $492,000.
¢ $620,000.

Learning Objective: 04-04 Define what constitutes
Multipie Choice discontinued operations and describe the apprepriate
income statement presentation for these transactions.

Learning Objective: 04-05 Define extraordinary items
Difficutty: Hard and describe the appropriate income statement
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