7 +In January 1993, Hufl Mining Corporation purchased a mineral mine for $3,600,000 with
removable ore estimated by geological surveys at 2,160,000 tons. The property has an

. estimated value of $360,000 after the ore has been extracted. Hulf incurred $1L,080.000 of

3, 270,000

tons were removed and 240,000 tons were sold. For the year ended December 31, 1993,

development costs preparing the property for the extraction of ore. During 19

Hulf should include what amount of depletion in its cost of goods sold?

a.  $360,000.
b.  $405,000.
c.  $480,000.
d.

$540,000. -

g Korn Co. incurred the following costs during 1993:
Modification to the formulation of a chemical product.
Trouble-shooting In connection with breakdowns during
commerclal production .
Design of tools, Jigs, molds, and dies involving new technology
Seasonal or other periodic design changes to existing products
- Laboratory research aimed at discovery of new technology
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$$135,000

150,000
170,000
185,000
. 215,000

In its income statement for the year ended December 31, 1993, Korn should report research

and development expense of

a.  $520,000.
b.  $470,000.
‘ c.  $385,000.
- d.  $335,000.

9 . The stockholders* equity of Moose Company at July 31, 1993 is presented below:
Common stock, par value $25, authorized 400,000 shares;

issued and outstanding 160,000 shares $4,000,000
Capital in excess of par value 160,000
Relained earnings 650,000

$4,810,000
O ———tTy

On August 1, 1993, the board of directors of Moase declared a 10% stock dlvidend on

common stock, o be distributed on Seplember 15th. The market price of Moose's
slock was $35 on August 1, 1993, and $38 on September 15, 1993. What is the a

common
mount of

the debit 1o retained earnings as a result of the declaration and distribution of this stock

dividend?

a.  $320,000.
b.  $560,000.
c. $608,000.
d.  $400,000.

10. Terry, Inc. is a calendar-year corporation whose financial stalements for 1993 and 1994

included errors as follows:

Ending . Depreciation
Year Inventory Expense
1893 $15,000 overstated $12,500 overstated
1994 5,000 understated 4,000 understated

Assume that purchases were recorded correclly and that no correcting entries were

made at

.December 31, 1993, or al December 31, 1994. Ignoring income taxes, by how much should

Terry's retained earnings be retroactively adjusted at January 1, 19957
$13,500 increase.

$3,500 increase. \

$1.500 decrease.

$1,000 increase.

aoow

s

N




;
i
]
!
!
'
i

[ BiADRE B SR g g HR(F

£

sy # IR
) ¥3 R

SR

= HER (S04

R LR R
K AR S sk X

2 During 1992, Rex Co. introduced a new product carrying a twi
The estimated warranty costs related 1o d,
and 4% In the second 12 months following sale. Sales and ac
the years ended December 31, 1992 and 1993 are as foliows:

Aclual Warranty
Sales

Expenditures
—=Xpenditures
1992 $ 600,000 $ 9,000
1993 1 .000.008 $ggggg
$1,600,00 y
What’s the

amount Reyx should

. report for an estimateqd warranty_
liability at December 31, 19937

3.

On January 1, 1988, Fox Corp. issued 1,000 of its 10%,

These bonds were lo mature on January 1, 1998 bul were
December 31, 1991, Interest was payable semiannually on Jui
1993, Fox called alf of the bonds and relired them. Bond

straight-line basis. ’

What’s Fox/g gain or loss in
debt before income taxes?

4. Al December 31, 1993, Ivory Company hag 450,000 shares of

which are convertible into 300,000 sh
common slock equivalents at {he tir
common stock jn 1994, T

5,001 axrate was 30%, what should be the fully
ed o the nearest penny?

K The follow1ng balance sheet information is given
for 19x3
Stockholders' Equicy
Pajd-jn capital .
Preferreqg Stock, 54, $100 par,
6,000 shares authorized, 2,000
shares issued $200,000
Paid-in-capitél in excess of par-
Preferred 20,000
Common Stock, $10 par, 15,000
: shares authorized, 9,000
shares isgyegq 90,000
Common Stock subscribed, 500
shares 5,000
Paid'in-capical in excess of par-.
common 45,000
Total pajg-iq capital —BGO,QOO
Retained earnings — 75,0000
Total Stockholdersg equity £235|OOO
Compute rhe book Value

Preferred
total of cumu
in Arrears apqg the
rYedemption value,

lative

1993 on this early extinguishment of

nded December 31, 1994, was
dilited earn-

[ 7 88504255

O-year warranty agains| delects.
ollar sales are 2, within 12 months lollowing sale

tual warranly expendilures for




i
i
i
i
i
;

¥ g

]

[BaAANRE 55 SR P A A0 P42 B

I

>

Meridian Corporation’s 19x2 income statement and its comparative balance sheets as of
December 31, 19x2 and 19x1 appear as follows:

Meridian Corporation
Income Statement
For the Year Ended December 31, 19x2

Sales $804,500
Cost of Goods Sold 563,900
Gross Margin from Sales $240,600
Operating Expenses (including Depreciation
Expense of $23,400) . 224,700

Income from Operations $ 15,900
Other Income (Expenses)

Gain on Disposal of Furniture and Fixtures $ 3,500

Interest Expense (11,600) (8,100)
Income Before Income Taxes $ 7800
Income Taxes ) 2,300
Net Income $ 5500

Meridian Corporation
Comparative Balance Sheets
December 31, 19x2 and 19x1

19x2 19x1
Assets

Cash $ 82,400 $ 25,000
Accounts Receivable (net) - 82,600 100,000
Merchandise Inventory 175,000 225,000
Prepaid Rent 1,000 1.500
Furniture and Fixtures ’ © 74,000 72,000
Accumulated Deprecintion, Furniture

and Fixtures (21,000) (12,000)
Total Assets $394,000 $411,500

Liabilities and Stockholders’ Equity

Accounts Payable $ 71,700 $100,200
Notes Payable (long-term) 20,000 10,000
Bonds Payable 50,000 100,000
Income Taxes Payable 700 2,200
Common Stock—$10 par value 120,000 100,000
Paid-in Capital in Excess of Par Value 90,720 60,720
Retained Earnings 40,880 38,380
Total Liabilities and Stockholders’ Equity $394,000 $411,500

Additional information about 19x2: (a) furniture and fixtures that cost $17,800 with ac-
cumulated depreciation of $14,400 were sold at a gain of $3,500; (b) furniture and fix-
tures were purchased in the amount of $19,800; (c) a $10,000 note payable was paid. and
$20,000 was borrowed on a new note; (d) bonds payable in the amount of $50,000 were
converted into 2,000 shares of common stock; and (e) $3,000 in cash dividends vere
declared and paid,

Prepare a statement of cash flows using the direct method. Include a supporting
schedule of noncash investing and financing transactions. (Do not use a work sheet.)
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w. P Company purchased 60 percent of the capital stock of S Company on January 1,
19X1, for $46,000 when the latter's capital stock and retained earnings were
$30,000 and $10,000, respeclively. Book values were equal to fair valdes for all
assets and liabilities of S Company except plant and equipment (net) which had a
fair value $20,000 in excess of book value. The plant and equipment had an
estimated remaining life of five years, and any goodwill arising from the combina-
tion should be amortized over 10 years, i

Trial balances for the companies on December 31, °19X2, are shown

following:
P Company S Conipany
Cash ..................... . $ 28,800 $ 30,000
Inventory (1/1) .. .............. 30,000 . 15,000
Investment in S Company . ........ 51,200
Plant and Equipment (net) ... .... .. 80,000 40,000
Dividends Declared ... ....... ... 20,000 5,000
‘ Purchases . ................ .. 48,000 23,000
- Operating Expenses . . ........... 12,000 7,000
$270,000 $120,000
Accounts Payable .. ........... . $ 24,400 $ 20,000
Capital Stock . ... ............. 100,000 30,000
Retained Earnings , . .. ... .. . ... . 50,000 20,000
Sales .................. ... . 90,000 50,000
Equity in Subsidiary Earnings ... .. .. 5,600
. $270,000 $120,
Inventory (12/31) . .. .......... .. $ 20,000 $ 10,000
= :
Required:
Prepare a consolidated statement working paper for the year ended December
31, 19X2.
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