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— ~ Smith, the new controller of I Co., has reviewed the expected useful lives and salvage values of

sclected depreciable assets at the beginning of 2007. Here are his findings:

lpr ()71"“_7‘ -_li;lAt_c T Cost o ‘-Aﬂlgfq_(:t_ulrlllg L,,“ B __v___S:l_l_Y_di,L valut o
Assets acquired e Qi&lw B M[»)‘l_()goscu 1 7()ld . ,.,If,ff"’f’qu_i
Buildings | 1999,1/1 | 900000 | 40| SO} 40,000 | 47,600
 Equipment 200001 | 120000 | 25 20| 5000] 3,600
All assets are depreciated by the straight- lmcﬂr;l—c—;ﬁ(;d F Co. uses a ulmdar year in preparing annual
financial statement. After discussion, manager has agreed to accept Smith proposed. (10 %)

1. Compute the revised annual depreciation in 2007, 12/31 for Buildings

2. Compute the revised annual depreciation in 2007, 12/31 for Equipment

=~ F4 Co. reports $480,000 of net income for 2005 and declares $ 65,000 of cach dividends on its
preferred stock for 2005. At the beginning of 2005, the company had 50,600 outstanding shares of
common stock; Three events change the number of outstanding common shares during 2005
(15 %)

June 1 issued 30,000 common shares for cash

Sept. 1 purchased 13,000 shares of its own common stock

Oct. 1 completed a 3-for-1 stock split

1. What amount of net income is available to common stockholders for 2005

2. What is the weighted-average number of common shares outstanding for 2005

3. What is company’s EPS for 2005
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# o HAXH L B ERR B 2. % R R E (20%)
E@BEA (BE $5) $2,500,000
FASMEN T A — RS 10,000
BSPBAR A — LB 1,600,000
BN T A — 455 B 739,000
Hal g (8% Rk @ $50 ) 800,000
8 B 2,448,000
B kA% F — (10,000 A%) ' 130,000
rg ~ Indicate the effects of the l'ollorwing transactions on the accounting equation 30 %)
B T ISR KA IS (R —REMD X AHE)
o EL a HaHEERNBE
A L SE
7 Example:  Received cash of $35,000 from the stockholders J X +

1. Paid monthly office rent of $ 500

2. Performed legal service for a client on account, $ 2,000

Purchased office furniture at a cost of $ 500, on account

4. Paid Northern Power Co. $11,000 cash for energy usage this

month

5. Iired a secretary at a salary of $ 1,000 per month

6. Completed a assignment and billed client $ 500 for service

_provided

7.  Declared and paid $ 600 cash dividend

8. Received $ 800 in advance on a consulting engagement

o Issued $300,000 of 5%, Syear bonds and collect $330,000

10. Purchased treasury stock at $8 per share
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% ~ Mason's Hardware Store prepared the following a;mlysis of cost of goods sold for the previous three

years:

2004 2005 2006
Beginning inventory 1/1 $40,000 $18,000 $25,000
Cost of goods purchased 50,000 55,000 70,000
Cost of goods available for sale 90,000 73,000 95,000
Ending inventory 12/31 18,000 25,000 40,000
Cost of goods sold $72.000 48,000 $55,000

Net income for the years 2004, 2005, and 2006 was $70,000, $60,000, and $55,000, respectively. Since
nct income was consistently declining, Mr. Mason hired a new accountant to investigate the causc(s) for
the declines.

The accountant determined the following:

1. Purchases of $35,000 were not recorded in 2004.

2. The 2004 December 31 inventory should have been $29,000.

3. The 2005 ending inventory included inventory costing $8,000 that was purchased FOB
destination and in transit at year end.

4. The 2006 ending inventory did not include goods costing $4,000 that were shipped on December
29 to Sampson Plumbing Company, FOB shipping point. The goods were still in transit at the

end of the year.

a. Determine the correct net income for 2004
b. Dectermine the correct cost of goods sold and net income for 2005

c. Determine the correct cost of goods sold and net income for 2006 (25%)




