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=+ On December 31, 2013, Salen Company has the year-end balance of Accounts Receivable

account, $1,600,000 and the unadjusted debit balance of Allowance for Doubtful Accounts,

$40,000. Salen has classified its Accounts Receivable into the individually significant and all
other receivables, as follows.

Individually significant receivables

Yaan Company $400,000
Randon Inc. 150,000
Fernando Co. 400,000
Blanchard Ltd. 50,000 $ 1,000,000
All other Receivables 600,000

Salen determines that Yaan’s receivable is impaired by $100,000, and Blanchard’s
receivable is totally impaired. Both Randon’s and Fernando’s receivables are not

considered impaired. Salen also determines that a composite rate of 2% is appropriate to
measure impairment on all other receivables.

Required: Prepare the journal entries for Salen Company on December 31, 2013. (10%)
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%~ Havaci Company reports pretax financial income of €80,000 for 2015. The following items

cause taxable income to be different than pretax financial income.

1. Depreciation on the tax return is greater than depreciation on the income statement by €16,000.

2 Rent collected on the tax return is greater than rent revenue reported on the income statement
by €27,000. |

3. Fines for pollution appear as an expense of €11,000 on the income statement. Havaci’s tax rate
is 30% for all years, and the company expects to report taxable income in all future years.
There are no deferred taxes at the beginning of 2015.

Instructions

(a) Compute taxable income and income taxes payable for 2015. (6%)

(b) Prepare the journal entry to record income tax expense, deferred income taxes, and income taxes
payable for 2015. (4%)

(c) Compute the effective income tax rate for 2015. (5%)




