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"_' « The following dats pectain bo the short-term investment securities acquired by Pureall Com-
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any during 1986 :
. Purchosed.ten $1,000 bonds of Block Company at par, plus accruad interast of $100

and brokerage fees of $250.

. Purchased 300 shares of Superiar Company steck ot $82 per shave, plusbrokerage feer

of §90,

. Revelved intsrast of $300 on the Block Company bonds.
. Received a cash dividend of §3 per share on the Supetior Company stock,
. Sold 180 shares of Superior Company stock, receiving cash procesds of 39,200,

Roceivad intersst of 3300 on the Block Company bonds.

. Purchased 50 shares of Saber Company stoek at §44 per share, plug hrokerage feas

of $80.
At yoar-and the shoft-term stock portfulio had an aggregate markat value of

$30,440, and the acerued intarest on Block Corpany bends totaled $200,

(24%) Reurad:
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Wi are the chief accountant fer American Modem. Your assistant has prepaced an incoms

Datermine the smennts that would be reported in Pureall Company's Insome atate-
ment for
a. Bond interest revenue

b. Dividend ravenue
e, Cain ar loss on the gabe of lemporary invastment
d. Unreslized Toss, i any

rized helow:
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Infermation about charnges in the campany’s balance sheet accounts ewer the year is summa-

atziement for the current year, and also developed the following “Additonal Information®
by analyzing changes in the company's balance shest sccounts,

1.

Accounty recaivable decrassed by S45,000.

AMERICAN MODEM L Accrued Interest receivable increassd by 515,000,
InComa Staismant 3. Inventpry decreased by 780000 and aceeimes payeble to suppiies of merchandine
For the ¥asr Enced December 31, 19 deczeased by $240,000.
i+ Sharl—term prepayments of operatng experss decreased by $18,000, and ascrued

Revanue; ) liahiliriew for operating expences lncreased by §35,000,

L . . ERIO0000 5. The liahility for socued interest payable decrensed by 516,000 during the year.

imteraat ncone, . F206,000 §  The liability for accrued income taves payable fnéremsed by £25,000 during the year,

Gain o aaies of markalable seouriiss 70,000 7. Tiw following schechile siummarizes the lotal debit and credit eniries during the year
Total and okin .. 35,290,000 in other balenoe sheet aocounts:

Conty and sapenses: Dahit Cirmdit
Cowt of goods soid $4.500.000 Entriss Enirfes
Cparating axpenses (nciuding deprwchiifon of

F700.000) . 2740000  Markatzbig secumites ......, § 10000 F V0000
RS aXDAN..... B 270,008 Netay recaivabie (chih Joans made fo o110y | " 20, OO 190,060
ICTE BOE. .. _ 200,000 Plan! aswely (son paragraph §;....., 1.800,000 F0, 000
T g T — 0,000 Notas paryutis (2201t BI0T BOITOWING} wvvroswsmsissisnes ma 826,000 730,000

Total comts, sxpenser, and | M - GORd DRYABIE ...t e e 1,100,000
Nat tncoms £ 80000 Caniuotack 54000
. Aodittonsl padd-In capital (trom ixsuance of sfoek) ........... 848,500
. Astalned sarmings (E8e DAFATIBPH G BBIOW) ..ovos.rieeeee eeene 220,000 30,000
B. The 5360000 in credit eniries to the plant asset sccounty are wet of any debils ko
asommulated diprecintion when plant assetn were tetired, Thus, the $260,000 in credit
. entries represents the book cofe of all plant assets sald or retired during the yeor.
% The $320.000 deblt b eetained earnings represents dividends declared and paid dur-
- ing the year The $630,000 credit eniry represants the ner ingomse shown in the income
) statement, .
; MW Al investing and Anandng activithes ware muah ransacticns.
i 1. Cash and cash equivalents amounted ke $448,000 at the beginning of the year, and m
. & $230, MO at year-end,
Requirsd: Compuie the el &sh provided or used by operecing, investing, and financing activities, respectively. (2495} ﬂw
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N Presented below is an incomplebs income statement and an incomplete comparative
balaswe sheat of Vienna Corporakicon

——

YIENMA CORFORATION VIEMNA CORPORATION
income Statement Bulsice Sheat
For the Year Ended Décamber 31, 1996 December 1
Hates $11,000.000 Lo 195
Crst of guods sold T AsBets
Crose profjt ? _H} Current sssets
Operaking expenses —La65,000 Cash § 450,000 375,000
Income from apetations (3 Accounts receivable [net) 1Y 950,000
Other expenses and losses Inventory ? {§) 1,720.000)
Interest expenss iy Tatal current assets 2% 3,045,000
Incame before incame taxes 1 15 Plant assebs (net) 2,620,000 3,955,000
Income tax expense 280,000 Total assets 5 708 57000000
MNet income § 7 Eﬁ! )
Linbilities atvd Stockholdars” Equlf:)-
Crrrent liabilities s 2{(Y 5 sas000
Long-term notes payable ? (i) Z800.000
Total liabilities r (3 3,625,000
— Commoen stock, §1 par 3,000,000 3,000,000
. Retained sarnings F0 000 375,000
Total stockholders’ equity _ 2400,000 3,375,100

Total liabilities and stockholders’ equity 3 ? g#-] $7,000.000
Additionat information: . .
. The receivables turnover for 1956 a 10 Hmes.
. All sales are on account.
Tha profit mergin for 1996 is 14.5%.
Return on sasets 1s 22% for 1956,

The current ratio on December 31, 1996, is 31,
. The inventory furmover for 1996 Is 4.2 Hmes,

Tt e L pa b

(28%)

Requlred:  Compute the migring information given the ratios above, (Note: AN 5 1 - B 2 8 !- & 4b o ik AR S TSR

'I'Ei . Standacd Meter Gﬂmpﬁy prepared the falluwing eondensad income statement for the manth of

September 19X3.
SEFTEMEBER

Hat Sakat $09.000
ozt of Goods Bald:

Bagining Imvontary 27,500

et Com al Purchuses 54, 700
Cont of Gonds Avallahie 1o Saih 87,200
Enciimg) Frnventony 28

(;:3 ol (onds Snlg 'Eﬁ%
G Masgln © 28,700
Lk Operating EXparaea 17,100

ot Incoma f1is00

The menagement of Standard Matar was sonearned about and dicapaeinted by ity ze-
" ported cperational parformance for the month of Geptember. The statamant indicated 2
gross sargin of spproximately 32% asd & nat incoma of slightly ever 3.3% ‘based on net
sales. Menagoment's grojeated goal at the beginning of the month was to achitve » grom
margin of 35% and a net inearme of 17%. It was agresd that the company’s records shaald
e coviewad by an vuttide suthority to-establish the reliobiiity of the income statement. At
% meating on October 5, the' company’s board of directors spproved the suggattion to
engage the services of un jadependent pubhic sccounting firm. I Investigation disclosed
tha following: : T -
LR 1. Marchandise costing #9800 wes ¢verlonked when a physical inventory was taken on
el : September 20, - : . _
b. Merchandise costing $800 was on hand but wis ot counted during the physical
y ’ inventory because it had been marked “sald.'” Further invertigation revealed that title
o to the goods did not pam to the buyar watil Qetober 2 whan the goods were shipped.
: The sale transaction wes reoprded proparly on October 2.
¢. A talaphooe bill represcoting an operating expense and applicable ko the month of
Seprember was not recorded (n Septomber bacause the hill was not received until
Ogtober 3. The amount wes Ji3. )
4. A clerical addibion error was mede when csloulating the inventory on September 30.
The error resulted in undarstating the ending inventory by 3500, ]
». Merchandise rermuined in & rallroed car ab the campany’s siding an September 30.
Since It was nat in the warehouss, it was overinphked by the leam of inventary tekers
. during the physical count, An sxmination of decuments revesled that sle to tha
« goods had pasaed b Standiard Meter Company on September 28, and that an eatry
- debiting Purchases and crediting Accounts Fayable for 32,600 wes made on Sep-

BN

ternber 20,
- f. Marchandise hald on consignment was counted and included in the snding invantory
{24%) -~ - atacust of §1,404, :
. . Requirag:
"1 ?;rermine the correct ending inventory and aperating sapense Sgures ut September

; "2 Determine the gross wargin and net income parcentages based on net wles
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