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Garcia Company began operations in 2002. Since then, it has reported /5?
the following gains and losses for its investments in trading k U)
securities on the income statement:

2002 2003 2004

Gains (losses) from sale of
trading securities $ 15,000 $(20,000) S 14,000

Unrealized holding losses on
valuation of trading
securities (25,000) _ (40,000)

Unrealized holding gain on
valuation of trading
securities —_— 10,000 _—
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At January 1, 2005, Garcia owned the following trading securities:

Cost
AGH Common (10,000 shares) 5$300,000
DEL Preferred (2,000 shares) 210,000
Pratt Convertible bonds (200 bonds) 230,000

During 2005, the following events occurred:

1. Sold 5,000 shares of AGH for $170,000.

2. Acquired 1,000 shares of Norton Common for $45 per share.
Brokerage commissions totalled $1,000.

At 12/31/05, the fair values for Garcia's trading securities were:
AGH Common, $2B per share
DEL Preferred, %110 per share
Pratt Bonds, $1,020 per bond
Norton Common, $42 per share

INSTRUCTIONS
{a) Prepare a schedule which shows the balance in the Securities
- Fair Value Adjustment (Trading) at December 31, 2004 (after the
adjusting entry for 2004 is made).

(b) prepare a schedule which shows the aggregate cost and fair
values for Garcia's trading securities portfolio at 12/31/05.

@) Prepare the necessary adjusting entry for Garcia's trading

securities portfolio at 12/31/05.

3« Presented below is information related to Alley Company.
1.Net Income (including an extraordinary gain of 185,000) (/A%,
before income tax - . — - .~ - 5600,000 )

2, Capital Structure
a. Cumulative B% preferred stock, $100 par,
6,000 shares issued and outstanding . JR $600,000

b. $10 par common stock, 84,000 shares out -
standing on January 1. On April 1, 40,000
shares were issued for cash. On October 1,
16,000 shares were purchased and retired. - -- -~ 51,000,000

c. On January 2 of the current year, Alley
purchased Raye Corporation. One of the terms
of the purchase was that if Alley's net
income for the following year is $400,000 or
more, 50,000 additicnal shares would be
issued to Raye stockholders next year.

3. Other Information
a. Average market price per share of common stock
during entire year
b. Income,tax rate
A%

$30
30%

::’\'5);_ Compute,earnings per share for the current year..(GHiEZE/| B
HUOGE 0 RUFPYRRTLN)
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\12% Yates Co. purchased a put option on Dixon comnon shares on |
January 7, 2004, for $270. The put option is for 300 shares, and /49/
the strike price is $64. The option expires on July 31, 2004. /)
The following data are available with respect te the put option:
Market Price Time Value
Date of Dixon Shares of Put Option
March 31, 2004 $60 per share 5150
June 30, 2004 $62 per share 68

July 6, 2004 $58 per share 20

INSTRUCTIONS

Prepare the journal entries for Yates Co. for the following dates:
(a) January 7, 2004-—investment in put option on Dixon shares.

{(b) March 31, 2004-—Yates prepares financial statements,

(c) June 30, 2004—Yates prepares financial statements.

(d) July 6, 2004—Yaltes settles the put option on the Dixon shares.

On Febru-
3’ ary 1, 2004, Amanda Beard Construction Company oblained a contract to build an athletic stadium, The
\ staciom was 1o be buill at a tolal cost of $5,400,000 and was scheduled for completion by September 1, 7,&
2006. One clause of the contract stated that Beard was to deduct $15,000 from the $6,600,000 billing price K ¢ 0)
for each week that completion was delayed. Completion was delayed 6 weeks, which resulted in a $90,000
penalty. Below are the data pertaining to the constriction period.
2004 2005 2006
Cosls 10 dale $1,782.,000 $3.850,000 $5,500,000
Estimated costs 1o complete 3,618,000 1,650,000 -0
Progress billings tv dale 1,200,000 3,100,000 6,510,000
Cash collecled to date 1,000.000 2,800,000 6,510,000
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