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—y The following information pertains to Moosa Merchandising Company.
JO‘Z ‘ Merchandiselinvcmory at end of year $33,000
Accounls receivable at beginning of year 24,000

Cash sales made during (he year 15,000

Gross profit on sales 27,000

Accounts receivable written off during the year 1,000

Purchases made during the year 60,000

Accounts receivable collected during the year 78,000

Merchandise inventory at beginning of year 36,000

Instructions

0
(s} Calculate the amount of credit sales made during the year, ‘DA

(v Calculate the balance of accounts receivable at lhé c;nd of the yedr. |Pz -

— .« Zareena Company sells automalic can openers under a 75-day wactanty for defective
- merchandise. Based on past experience, Zarcena cstimates that 4% of the units sold will be-
10% come defective during the warranty period. Management estimates that the average cost of re-
placing or repairing a defective unit is $15. The units sold and units delective that occurred dur-

ing the last 2 months of 2002 are as follows.

Units Units Defective
Month Sold Prior to December 31
November 30,000 700
December 32,000 500
Instructions
(a) Determine the estimated warranty liability at December 31 for the units sold in Novem- Sz
ber and December,
(b) Prepare the journal entries to record the estimated liability for warrantics and the costs _\'7.
incurred in hanoring 1,200 warranty claims. (Assume actual costs of $18,000.) o/
(e) Give the entry to record the honoring of 550 warranty contracts in January at an average ID/,:,
cost of $15.

- Chaney Company has the following data at December 31, 2002.
‘2.% Securities Cost Fair Value
Trading $120,000 $124,000
Available-for-sale 100,000 94,000

The available-for-sale securities are held as a long-term investment.

Instructions 8 d\ﬂi \DZ

{(a) Prepare the adjusting entries to report ench ¢lass of securities al fair value.
(b) Indicate the statement presentation of each class of securities and the related unrealizod
gain (loss) accounts.
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The stockholders’ equity aceounts of Chen Corporation on January 1, 2002 wer@
follows. : o

Preferred Stock (10%, $100 par noncumulative, 5,000 shares authorized 300,
tﬂ;)‘ Common Stock (§5 stated value, 300,000 shares authorized) ) sl.OOO'g;g
b Paid-in Capital in Bxccss of Par Value—Preferred Stock 20.000
Paid-in Capital in Excess of Stated Value—Common Stock 425'000
Retained Earnings 488'000
Treasury Stock-—Common (5,000 shares) 40:(!)0

During 2002, the corporation had the following transactions and events pertaining to its stock
holders' equity. ’

Feb." 1 lIssued 4,000 shares of common stock for $25,000,
Mar. 20 Purchaged 1,000 additional shares of common treagury stock at $8 per
share. ' ’ '

June 14 Sold 4,000 shares of treasury stock—comumnon for $34,000,
Sept. 3 Issued 2,000 shares of common stock for a patent valued at $13,000.
Dug, 31 Determined that net income for the year was $240,000, -

Instructions Ql\\m“’%

{a) Journalize the transactions and the closing entty for net income,

(b Compute the book value [;er share of common stock a¢ Dlecclmber 31, 2002 assu.minf

preferred stack does not have a call price.
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The financial statements of Jim Carrey Company appear below,

Jivi CARREY COMPANY JimM CARREY COMPANY

Comparative Balance Sheets ‘ Income Statement
Decemnber 31 For the Year Ended December 31, 2002

Assets 2002 2000 Sajes ' $240,000
Cash $ 24,000 $ 13,000 Cost of goods sold 180,000
Accounts reccivable S 20,000 14,000 Gross profit 60,000
Merchandise inventory 38,000 35000  Selling expenses $24,000
Property, plant, and equipment - . §70,000 $78,000 Administrative expenses 10,000 34,000
Less: Aceumulated depreciation (30,000) 40,000 (24,000) 54,000 Income from operations 26,000

Total $122,000 $116000  ynrerest expense 2,000

Income before income (axes 24,000

Liabitities and Stockholders’ Equity Income ax expense _._1.000
Accounis payable $ 26,000 $ 33,000 Netincame .{_IL‘E):D
Income taxes payable 15,000 20,000 .
Bonds payable 20,000 10,000
Comron stock 25,000 25,000
Retained earnings . 36,000 _ 28,000

Total . $122000 $116,000

ﬁ:
Additional information: f Co
1. Dividends of $9,000 were declared and paid. : ‘ -
2. During the year equipment ‘was sold for $10,000 cash. Th(is equipment cost $15,000 origi-

nally and had a book value of $10,000 al the time of sale,
3. All depreciation expense, $11,000, is in the selling expense category.
4. All sales and purchases are on accouny,
5 Additional equipment was purchased for $7,000 cush,

Insiructions ) L ( '7
(a) Prepare a statement of cash flows using the indirect method. »
{b) Compute the following cash-basis I:atios. a"m ¥/

(1) Current cash debt caverage ratio.
(2) Cash return on sales ratio.
(3) Cash debt coverage ratio.




