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— . The Dec. 31, 2001, stockholders’ equity section of Adams Corp’'s balance sheet is as follows:

ADAMS CQRP,
Partial Balance Sheet — Stockholders’ Equity
December 31, 2001

Stockholders’ Equity Section
Paid-In Capital:
Common Stock ($10-par, 200,000 shares authorized, 150,000 shares
issued and outstanding...........coooiiiiiiiiiii e $1,500,000

Paid-In Capital in Excess of Par...........cocoiiiiiiiviiiniiiniiinnn 375,000
Total Paid-In Capital............coiiivii e $1,875,000
Eamed Capital:
Retained Earmings.......cooviiiiiiiiiiiiiiiic e 365,000
Total StockhOIAers” EQUILY. ... vevevevereeroesoseeosoeoseeees e . $2,240,000
Required: (24%)

Prepare Adams Corp.’s journal entries to record the following transactions during 2002:

Jan. 4 Purchased 24,000 shares of its own Adams stock for $168,000, not cancelled(using cost
method).

Feb. 10  Sold 4,000 shares of the treasury stock for $6 per share.

Mar 29 Sold 14,000 shares of the treasury stock for $9 per share.

Mar 31 Retired the remaining 6,000 shares of treasury stock.

. The following financial data have been assembled for Thome, Inc., on Dec. 31, 2001:

Average total assets for 2001.......cooivieiiiiiiiiieviiecee e $4,000,000
Average total stockholders’ equity(for 2001).......cocvennericincccnncnenee 3,000,000
Common StOCK, $10 PaT....coceieerceieeeceieerce e s e ees 875,000
8% preferred Stock, $50 Par.......cooveveeierieieiecrcrer e 150,000
N L= 8 11 TeT o3 3o -2 OO OO U O SOOI 85,000
TOETESt EXPENSE c..eeieeiiieriiecietreeeeee e cerestreeae e seeresabeenseeseeesorsoaneemenes 12,000
Provision for income taxes(40% of income before income taxes)

arket price of common stock, Dec. 31, 2001...c..cocviivieneeccienccenane 13.75
Market price ofpreféned stock, Dec. 31, 2001 ... 60.00

Common dividends were paid at the rate of $0.10 per share per quarter.
Preferred dividends were declared and paid.

No preferred stock or common stock was issued or reacquired during 2001.
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Required: (25%)

1.

Using whatever data you need from the above list, calculate:
Rate of return on total assets

KA — B A MR 1B A

2. Rate of return on common stockholders’ equity
3. Eamings per common share
4. Dividend payout rate of common stock

5. Price-earnings ratio of common stock

MUSIC EXPO
Adjusted Trial Balance
Cash

April 30, 2002

Merchandise Inventory, March 31, 2002
Supplies on Hand

Debit
Office Equipment

Credit
32,000

Accumulated Depreciation: Office Equipment
Accounts Payable
Wiley, Capital

Purchases

$ 16,800
23,000
67,200
290,000
7,000
252,800

Purchases Returns and Allowances
Freight-In

Depreciation Expense
Other Operating Expenses
Other Information:

8,000
5,000

5,600

$405,000
Required: (24%)

20,000
’ Merchandise on hand March 31, 2002, had a retail price of $21,200.
 Net markups is $10,000 and net markdowns is $30,000.

Net purchases were marked to sell for $312,300.

$405.000
1.

2.

repare a schedule calculating your estimate of the cost of ending inventory:
Using conventional retail method

Using average-cost retail method
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F4. During 2002, Lansdale’s Tree Service disposed of several long-lived assets and acquired several others.

Information relating to these transactions follows:

Jan. 1 Traded an old truck ha\'ling a cost of $54,000 and an accumulated depreciation of $18,000 for a
new one having a fair market value of $81,600. Lansdale was required to pay $48,000 in
addition to giving the old truck. ,

May I Sold an old stump-grinding machine for $2,000. The machine cost $13,000 and had an
accumnulated depreciation on Jan. 1, 2002, of $8,400. Lansdale uses the straightline method
of depreciation. The machine has an estimated useful life of 5 years and a $1,000 salvage
value.

Oct. 1 Sold old chain saws for $1,750. The saws had been purchased on Sept. 30, 1997, for $4,500;
they were estimated to have a useful life of 5 years and a salvage value of $720. Depreciation
had been correctly recorded through Dec. 31, 2001.

Nov. 1 Traded aimachine for a new truck having a fair market value of $7,500. The old machine had
been pﬁrchased onJan. 1, 1995, for $4,500. The estimated useful life of the old machine was
12 years; the estimated salvage value was $180. Accumulated depreciation on Jan. 1, 2002,
was $2,520.  Lansdale was required to pay $5,500 in addition to giving the old machine.

Required: (27%)

Prepare the entry to record each of the transactions listed above. You may also need an entry to

record depreciation for part of the year. Assume that Lansdale has not recorded any depreciation

since Dec. 31, 2001.  Support your entries with clearly labeled calculations.




