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- ' Supply the missing income statement amounts in each of the following situa-
tions: (3 10)
Sales Net Beginning Net Ending Cost of Gross
Sales Discounts Sales Invéntory Purchases Inventory Goods Sold Profit
$98,300 $92,800 $32,500 $66,700 $39,400 (b) $33,000
62,400 $2,100 (c) 27,450 43,000 (d) $44,100 (e)
91,500 1,800 89,700 (f) 44,900 22,900 59,400 (g)
(h) 3,000 (i) 40,700 () 48,230 72,500 39,600
:/ - Lee & Smythe surveys American television-viewing trends. The company’s balance

sheet reports the following assets under Property and Equipment: Land, Buildings, Office
Equipment, Communication Equipment, and Televideo Equipment, with a separate
accumulated depreciation account for each depreciable asset. During 20X2, Lee & Smythe
completed the following transactions:

May 3

July 30

Sep. !

Dec. 31

Purchased communication and televideo equipment from the Gallup polling orga-
nization. Total cost was $80,000 paid in cash. An independent appraisal valued
the communication equipment at $90,000 and the televideo equipment at
$10,000.

Traded in old office equipment with book value of $11,000 (cost of $96.000) for
new equipment with a cash cost of $88,000. The scller gave Lee & Smythie a trade-
in allowance ol $20,000 on the old cquipinent, and Lee & Smythe paid the remain-
der in cash.

Sold a building that had cost $475,000 (accumulated depreciation of $353,500
through December 31 of the preceding year. Depreciation is computed on a
straight-line basis. The building has a 30-year uselul life and a residual value of
$47,500. Lee & Smythe received $150,000 cash and a $450,000 note receivable,
Recorded depreciation as follows:

Communication equipment and televideo equipment are depreciated by the
double-declining-balance method over a five-year life with zero residual value,
Office cquipment is depreciated straight-line over seven years with $9.000 residual
value. Record depreciation on the equipment acquired on May 3 and on July 30
separately.

Requeired

Record the transactions inthe journal of Lee & Smythe, (|2 7’9)
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Videosoft Company maintains a checking account at the Intelex Bank. At July 31,
selected data from the ledger balance and the bank statement are as follows.

Cash'in Bank
Per Books Per Bank

Balance, July 1 $17,600 $18,800
July receipts 82,000
July credits 80,470
July disbursements 76,900
July debits 74,740
Balance, July 31 $22,700 $24,530

Analysis of the bank data reveals that the credits consist of $79,000 of July deposits and a credit
memorandum of $1,470 for the collection of a $1,400 note plus interest revenue of $70. The
July debits per bank consist of checks cleared $74,700 and a debit memorandum of $40 for print-
ing additional company checks. '

You also discover the following errors involving July checks: (1) A check for $230 to a cred-
itor on account that cleared the bank in July was journalized and posted as $320. (2) A salary
check to an employee for $255 was recorded by the bank for $155.

The June 30 bank reconciliation contained only two reconciling items: deposits in transit
$5,000 and outstanding checks of $6,200.

Instructions { »% "‘)
(a) Prepare a bank reconciliation at July 31.

(1) Journalize the adjusting entries to be made by Videosoft Company at July 31, 2002, As-
sume that the interest on the note has been accrued.

Alverez Corporation experienced a fire on December 31, 2003, in which its financial

records were partially destroyed. 1t has been able to salvage some of the records and has as-
certained the following balances.

Cash

December 31, 2003

December 31, 2002

$ 30,000 $ 10,000
Receivables (net) 72,500 126,000
Inventory 200,000 180,000
Accounts payable 50,000 90,000
Notes payable 30,000 60,000
Common stock, $100 par 400,000 400,000
Retained earnings 113,500 101,000

Additional information:
1. The inventory turnover is 3.6 times.

- The return on common stockholders’ equity is 22%. The company had no additional paid-
in capital.
3. The receivables turnover is 9.4 times.
4. The return on assets is 20%.
5. Total assets at December 31, 2002, were $605,000.
Instructions  ( \2 o)
Compute the following for Atverez Corporation.
(my Cost of goods sold for 2003.
(h) Net sales (credit) for 2003,
(¢) Net income for 2003,
(d) Total assets at December 31, 2003,
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