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= ~ Use the following information to prepare a statement of cash flows using indirect method for year
2010. (20%)
Hello Kitty Company
Comparative Balance Sheets
December 31

Assets 2010 2009
Cash $54,000 $37,000
Accounts receivable 68,000 - 26,000
Inventories 54,000 0
Prepaid expenses 4,000 6,000
Land 45,000 70,000
Buildings 200,000 200,000
Accumulated depreciation-buildings (21,000) (11,000)
Equipment 193,000 68,000
Accumulated depreciation-equipment (28,000) (10,000)
Totals $569,000 $386,000

Liabilities and Stockholders’ Equity

Accounts payable $23,000 $40,000
Accrued expenses payable 10,000 0
Bonds payable 110,000 150,000
Common stock ($1 par) 220,000 60,000
Retained earnings 206,000 136,000
Totals $569,000 $386,000
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Hello Kitty Company

Income Statement
For the Year Ended December 31,2010

Revenues $890,000
Cost of goods sold $465,000
Operating expenses 221,000
Interest expense , 12,000
Loss on sale of equipment 2,000 700,000
Income before income taxes 190,000
Income tax expense : 65,000
Net income $125,000

Additional information:

1. Operating expenses include depreciation expense of $33,000 and charges from prepaid expenses of
$2,000.

Land was sold at its book value for cash.

Cash dividends of $55,000 were declared and paid in 2010.

Interest expense of $12,000 was paid in cash.

Equipment with a cost of $166,000 was purchased for cash. Equipment with a cost of $41,000 and a
book value of $36,000 was sold for 34,000 cash.

6. Bonds of $10,000 were redeemed at their book Value for cash. Bonds of $30,000 were converted into
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common stock.
7. Common stock ($1 par) of $130,000 was issued for cash.

Accounts payable pertain to merchandise supplies.
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79 ~ At the beginning of the current season, the ledger of Love All Tennis Shop showed Cash $2,500;
Merchandise Inventory $1,700; and Common Stock $4,200. The following transactions were completed
during April. (32%)
“April 4 Purchased racquets and balls from Conners Co. $880, terms 2/10, n/30.
6 Paid freight on Conners Co. purchase $60.
8 Sold merchandise to member $900, terms n/30. The merchandise sold cost $600.
10 Received credit of $130 from Conners Co. for damaged racquets that were returns.
" 11 Purchased tennis shoes from No Fault for cash $300.

13 Paid Conners Co. in full.
14 Purchased tennis shirts and shorts from Serena Sportswear $700, terms 3/10, n/60.

15 Received cash refund $50 from No Fault for damaged merchandise that was retuned.

17 Paid freight on Serena Sportswear purchase $30.

18 Sold merchandise to members $860, terms n/30. The cost of the merchandise inventory sold was
$440.

20 Received $500 in cash from members in settlement of their accounts.

21 Paid Serena Sportsweaf in full.

27 Granted an allowance of $30 to members for tennis clothing that did not fit properly.

30 Received cash payments on account from members $350.
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Journalize the April transactions using perpetual inventory system.
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