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Items */ through 4 arc bascd on the following :

On Junc 30, 1992, Posl, Inc. issucd 630,000
shares of its $5 par common slock, for which it re-
ceived 180,000 shares (90%) of Shaw Corp.'s $10 par
common stock, in a business combination appropri-
atcly accounted for as a pooling of interests. The
stockholders' cquitics immediately before the combi-
nalion were:

Common slock $ 6,500,000  $2,000,000
Additional paid-in

capital 4,400,000 1,600,000
Retained carnings 6,100,000 5,400,000

$17,000,000  $9,000,000

Both corporations continucd to operate as scparate
busincsses, maintaining accounting rccords with ycars
cnding December 31. For 1992, nct income and divi-
dends paid from scparatc company operations were:

o5t Shaw

Net income
Six months caded

6/30/92 $1,000,000 $300,000
Six months cnded

12/31/92 1,100,000 500,000

Dividends paid
April t, 1992 1,300,000
October 1, 1992 350,000

/, In the June 30, 1992 consolidated balance shicct,
common stock should be reporied at
a. $9,650,000
$9,450,000
c. $8,500,000
d. $8,300,000

c

2. Inthe June 30, 1992 consolidated balance shect,
additional paid-in capital should be reporicd at

a.  $4,400,000

b.  $4,490,000

c. 35,840,000

d. 36,000,000

a'. In the June 30, 1992 consolidated balance sheet,
retained carnings should be reportecd at

a. $ 6,100,000

b. $ 9,660,000

c.  $10,960,000

d.  $11,500,000

{£. Inihe 1992 consolidated income stalement, net
income should be reported at

a.  $2,550,000
b. $2,600,000
c. $2,820,000
d.  $2,900,000

: %.. Inthe December 31, 1992 consolidated balance
. sheel, total minority inlerest should be reported at

a.  $950,000
b. $945,000
c. $915,000
d. $900,000
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he following items were among those that ap-

peared on Roth Co.’s books at the beginning and end
of the year:

Demand bank deposits
Net long-term reccivables
Delemred income tax assct

$500,000 -
300,000
100,000

In preparing constant dollar financial statements, how
much should Roth classify as monetary asscts?

a,

b
c
d

$500,000
. $600,000
.. $800,000
$900,000

The following items werce among thosc that ap-
peared on Rubi Co.'s books at the end of 1992:

Merchandisc inventory
Loans to employces

3600,000
20,000

What amount should Rubi classily as monctary asscis
in preparing constant dollar financial stamcments?

b.
c.
d

50

S 20,000
$600,000
$620,000

At December 31, 1992, Jannis Corp. owned two

assets as [oliows: .

Current cost
Recoverable amount

Equipment
$100,000
3 95,000

{nventory -
$80,000
$90,000

Jannis voluntarily disclosed supplemeniary inform-
tion about current cost at December 31, 1992, In
such a disclosure, at what amount would Jannis report
total assets?

$175,000

$180,000

$185,000

$190,000

eneoe

7_ Certain balance sheet accounts of a forcign sub.
sidiary of Rowan, Inc,, at December 31, 1992, have

been translated into U.S. dollars as folows:

Translated ot _
Current Historical
rales rafes

Note receivablc,
long-term 3240,000 $200,000
Prepaid rent 85,000 80,000
Patent 150,000 170,000

$475,000 $450,000

The subsidiary's [unclijonal currency is the currency
of the country in which jt is localed. What (oial
amount should be included in Rowan's l)cccmbchl,
1992 consolidated balance sheet for the above ac.

counls?
a: $450,000
b. 3455000
c. 3475000
d. $495,000

{O. On November 30, 1991, Tyrola Publishing Com-

pany, localed in Colorado, exccuted a contract with
Erncest Blyton, an author from Canada, providing for
payment of 10% royaltics on Canadian salcs of Bly-
ton's book. Payment is to be made in Canadian dol-
lars cach January 10 for the previous year's sales.
Canadian sales of the book for the year ended De-
cember 34, 1992 (otalled $50,000 Canadian. Tyrola
paid Blyton his 1992 foyaltics on January 10, 1993,
Tyrola's 1992 financial slatemients were issued on
Febeuary 1, 1993, Spot rates for Canadian dollars
were as follows:

November 30, 199 $.87
January 1, 1992 5.88
December 31, 1992 5.89
Janvary 10, 1993 $.90

How much should Tyrola accrue for foyaltics payable
al December 31, 19929

4. 34,350
L. 34,425
¢ $4,450
d. $4,500
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| . On December 31, 1996, Palli Company linished consultation

services and accepled in exchange

‘a promissory note with a face value of $240,000, a due dale of December 31, 1999, and a stated

rate of 5%, wilh interesl| receivable
readily delerminable and the nole |

al the end of each y
s nol readily markel

ear. The fair value ol the services is not

is considered to have an appropriate imputed rale of interest

able. Under the circumstances, lhe nole

of 10%.

The following interest factors are provided:

I
Table Factors For Three Periods 5% itecea! Rale 10%_-
Amount of 1 1.157G63 1.33100
Present Value of 1 .86384 .75132
Amounlt of Ordinary Annuily of 1 3.15250 3.31000
Present Value of Ordinary Annuity of 1 2.72325 2.48685

Instructions
(a) Delermine the present value of the nole.

(b) _Prepare a Schedule of Note Discount Amortization for Palli Cor
interest method. (Round 1o whole dollars.)

(€509

npany under the elfective

L. _ _Factoring Accounts Receivable.

On May 1, Cycle Won, Inc. factored $500,000 of accounts receivable with First Finance on a
wilhoul recourse basis. Under the arrangement, Cycle Won was to handle disputes concerning
service, and First Finance was to make the collections, handle the sales discounts, and absorb
the credil losses. First Finance assessed a finance charge of 6% of the lolal accounts receivable
factored and relained an amount equal to 2% of the lotal receivables to cover sales discounts.

During the month of May, the factor collected $400,000; sales discounts taken were $4,000;
accounts tolalling $6,000 were uncollectible; and allowances tolalling $3,000 were granted lo
customers dispuling poor service.

On June 1, it was estimated that no further sales discounls would be taken. First Finance
therefore returned the balance of the relainer. Remaining uncollectible accounls were eslimaled
at $5,000. :

Instructions

(a) Prepare the journal eniries required on Cycle Won's books al May 1, for the May
transaclions, and at June 1.

(€720
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37 LIFO retail inventory method, fluctualing prices.

The May Department Slore wishes 1o use the relail LIFO method of valuing inventories lor

1997. The appropriate dala are as follows:
_AtCost  _ At Retail

December 31, 1996 inventory (base layer) $1,280,000 $2,400,000
Purchases (het of relurns, allowances, markups, and markdowns) 2,040,000 3,400,000
Sales 2,695,000
Price index for 1997 . 115

Instructions ;
Camplete the following schedule (fillin all blanks and show calculations in the parentheses):

Computalion of Relail Invenlory for 1997 Cost Relail Ralig
Inventory, December 31, 1996 $1,280,000 $2,400,000
Purchases (net of returns, allowances,
markups, and markdowns) %
Total available 3
Inventory, December 31, 1997, at retail $
Adjustment of Inv | -Q Basi Cost Retail
Ending invenlory at base year prices » $
Beginning inventory at base year prices $

Increase at base year prices $ '
Increase at 1997 retail v ' $ '

Increase at 1997 coslt

Inventory, December 31, 1997, at LIFO cosl $

(/0%> |




