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$961,500 includmg accrued interest. The bonds were dated January 1, 1998. Interest is paid
semiannually on January 1 and July 1, On April 1, 2002, Garnett purchased 1/2 of the bonds
on the open market at 99 plus accrued interest and canceled them Garnett uses the straight- %
" line method for amortization of bond premiums and discounts.. * .= R @
E

— On March 31, 1998, Garnett Corporation sold $1,000,000 of lts 8%, 10 year bonds for '5; ,\

24, (a) Whatwas the amount of the gain or loss on retirement of the bonds? o

Y ' (b) Prepare the journal entry needed at April 1, 2002 to record relirement of the bonds. i%
Assume that interest'and premium or discount amortization.have beeri recorded through
January 1, 2002. Record interest and amortization on only the bonds retlred

(c) Prepare the journal entry needed at July 1, 2002 to record Interest and premuum or ( )8
discoynt amortization. _ o)
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~ The controller for Hines Corporation is concerned about:certain
business transactions that the company experienced during 1999. The
controller, after discussing these matters with various indivi&uals,
hag come to you for advice. The transactions at«lSSue are. presented
below. - e

1. The company has decided to switch from the direct write-off
method in accounting for bad debt expense to the percentage-of-
sales approach. Agsume that Hines Corporation has recognized bad
debt expenge as the receivables have actually become uncollect-
ible in the following way T i o

1998 1 1999
From 1998 sales 5,300 . 2,000
From 1999 sales ‘ . 17,800 "

The controller estimates that an addltional $10 900 will be

charged off in 2000: $1,900 applicable to 1998 sales .and $9 000

to 1999 sales. IR
2. During the current year, the company sold $150 000 of goods on
the installment basis. The cost of sales assocdiated with these
goods sold is $112,500. The company inadvertently handled these
sales and related costs as part of the regular Bales trans-
actions. Cash of $43,000, including a down" payment of $15 000,
was collected on these installment sales during 'the’ current year.
Due to questionable collectibility, the installment method was
considered appropriate.
Inventory has been shipped on consignment. These transactions
have been recorded as ordinary sales and billed as such on
account. At December 31, 1999, inventory billed and in the hands
of consignees amounted to $80,000. The percentage markup on sgell-
ing price is 20%. Assume that consigned inventory is ‘sold the
following year. The company uses the perpetual inventory gystem.

w

é%*&;, (a) Assume that Hines Corporation reported net income of $500 000
) for 1999. < Present a schedule showing the corrected net income
after reviewing the above transactions. : o
(b) Prepare the journal entries necessary at December 31, i999? ) ) (128
assuming that the books have been closed. . . . ,d,y W )
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. On July 1, 2001, Kim Kyung-wook Construction
Company Inc. contracted to build an office building for Fu Mingxia Corp. for a lo;a_l contract price of -
$1,950,000. On July 1, Kyung-wook estimated that it would take between 2 and 3 years to c':omplete the
building. On December 31, 2003, the building was deemed substantially completed. Following are accu-
mulated contract costs incurred, estimated costs to compete the contract; and accumulatéd billings to

Mingxia for 2001, 2002, and 2003.

At A : Al
12/31/01 12/31/02 ) 12/31/03
Coniract costs Incurred to dale $ 150,000 $1,200,000 7, $2,190,000
Esltimated costs to complete the contract 1,350,000 . . ' 800000 . . -0~
Billings to Mingxia to dale 300,000 1,100,000 1,850,000
Cosh eolled tp date 260,000 : qoo,600 - 1,500,000

Instructions ; TP

(a) Using the percentage-of-completion method, prepare schedules to compute the profit or loss to
be recognized as a result of this contract for th‘%years ended December 31, 2001, 2002, and 2003.
(Ignore income taxes.) (35 GRiiHERNE) i

{(b) Using the completed-contract method, prepare schedules to compute the profit or loss to be rec-
ognized as a result of this contract for the years ended December 2001, 2002, and 2003, (Ignore
income taxes.) - o , e

(€) Prepare all necessary journal entries for 2002, ( LR T S T IUEY (N -DY

U Prepare a partial balance sheet for December 31, 2002, showing the balances in the receivables
and inventory accounts, .

Millard Company holds 300 shares of common stock of Fill-
more’s Decorating Inc. that it purchased for $31,629 as a long-term investment: On January 15, 2002, it is
announced that one right will be issued for every 4 shares of Fillmoré’s Decorating Inc. stock held.

Instructions , ‘ ‘ o

(a} Prepare entries on Millard Company’s books for the transactions below that occurred after the
date of this announcement. _ o :
(1) 100 shares of stock are sold rights-on for $11,500. .
(2) Rights to purchase 50 additional shares of stock at par value of $100 per share aré received.

- The market value of the stock on this date is $105 per share and the market value of the rights
is $6 per right. ‘ : ' - :

(3) The rights are exercised, and 50 additional shares are purchased at $100 per share,
(4) 100 shares of the stock originally held are sold at $106 per share, * - Sl .

(b) If the rights had not been exercised but instead had been sold at $6 per right, what would have
been the amount of the gain or loss on the sale of the rights? o :

(c) If the stock purchased through the exercise of the rights is later sold at $107 per share, what is
the amount of the gain or loss on the sale? . . o

(d) If the rights had not been exercised, but had been allowed to expire, what would be the proper

entry? -
Presented below is information related: to- Langston Hughes
Corporation: Sl
. : Price _ uFo
* . 4 Index. Cost KRR Retall
Inventory on December 31, 2002, ' ST T .
when dollar-value LIFO is adopted 100 © $36,000 L -$ 74,500

Inventory, December 31, 2003 : - 110 : ? 7 100,100

Instructions ‘ :

Compute the ending inventory under the dollar-value LIFO method at December 31, 2005. The cost-to-

retail ratio for 2003 was 60%.
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