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(36 97)Razz Corporation’s common stock is currently selling on a stock

exchange at $170 per share, and its current balance sheet shows the following
stockholders’ equity section:
Preferred stock-5% cumulative, $___ par value,1,000shares

authorized, issued, and outstanding......................... $100,000
Common stock-$____par value, 4,000 shares authorized,

issued, and outstanding...............o 160,000
Refained earnings. ... 300,000
Total stockholders’ equity.. ..o 7566,"0_00“_
Required
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I. What is the current market value (price) of this corperation’s common stock?

2. What are the par values of the corporation’s preferred stock and its common
stock? ‘

3. Ifno dividends are in arrears, what are the book values per share of the preferred
stock and the common stock?

4. If two years’ preferrcd dividends are in arrears, what are the book values per
share of the prelerred stock and lhe common stock?

5. Tl two years’ preferred dividends are in arrears and the preferred stock is callable
at $110 per share, what are the book values per share of the preferred stock and

the common stock?
6. If two years’ preferred dividends are in arrears and the board of directors declares

cash dividends of $20,000, what total amount will be paid to the preferred and to
the common sharcholders? What is the amount of dividends per share for the

common stock?
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330,000 210,000
50,000 25,000
565,000 300,000
(55,000) (25,000)
$1,500,000 $900,000
TEA Rk $265,000 $220,000
A8 FH 70,000 65,000

TSV 71 35,000
JEATZER-—-2010 4TI 250,000
TSI e A 600,000 485,000
R Erbn 280,000 130,000
$1,500,000 $900,000
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i BOPRHCDIE ) $3,200,000 $2,000,000
e 2,500,000 1,600,000
HEER $700,000 $400,000
B 1 500,000 260,000
Nljred] $200,000 $140,000
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AT
A AR
09 4129 J1 30 F
“/ﬁi@ﬁ’f $180,000  fB{H $160,000
T R (VD) 420,000 EBAEAR-TI 280,000
ORI 160,000
$600,000 $600,000
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AT (24 43)On November |, 2004, Leetch Ltd. Borrows $400,000 cash form a

bank by signing a five-year installment note bearing 8% interest. The note requires

equal total payments cach year on October 31.

Required

1. Compute the total amount of each instaliment payment.

2. Prepare the journal entries in which Leelch (a) records accrued interest as of
Deccimber 31, 2004(the end of its annual reporting period), and (b) the first
annual payment on the note.

3. Assume that note docs not require equal total payments but five payments of
accrued interest and equal amounts of principal. Prepare the journal entries to
record (a) accrued interest as of December 31, 2004(the end of its annual
reporting period), and (b) the note’s first annual payment.
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