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Question (1):
Multiple choice: (12 questions; 28 marks) Calculations and
theoretical
The calculation side consist of :
1. Operating cycle
Retained earnings
The days' sales in receivables
Merchandise inventory turnover
Debt ratio
Debt-equity ratio.
The times interest earned

Ending inventory calculations

Question (2):
Convert the income statement from single step to multiple-

step format.

Question (3):
Comparative the Income statement for tow years > using the

vertical common-size analysis.

Question (4):
Liquidity Ratios calculations includes :
1. Working capital
Current ratio

Acid-Test Ratio

Inventory turnover

2.
3
4. CashRatio
5
6

Accounts Receivables turnover
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1. Gross profit is the difference between:
net income and operating income.
revenues and expenses.
sales and cost of goods sold.
income from continuing operations and discontinued operations.
gross sales and sales discounts.

2. Which of the following would be included in operating income?
a. Interest income for a manufacturing firm
b. Rent income for a leasing subsidiary
c. Gain from sale of marketable securities for a retailer
d. Dividend income for a service firm
g

None of the answers are correct.

3. The following relate to Data Original in 2012. What is the|eriding inventory?

Purchases $540,000
Beginning Inventory 80,000
Purchase Returns 10,000
Sales 800,000

Cost of Goods Sold 490,000

$120,000 (80+540-10-490)
$140,000

$210,000

$260,000

none of the answers are correct

. Which of the following would be classified as an extraordinary item on the income statement?
Loss from a strike
Correction of an error related to a prior period
Write-off of obsolete inventory
Loss on disposal of a segment of business
Loss from prohibition of a product

5. Which of the following will not affect retained earnings?
Declaration of a stock dividend
Payment of a cash dividend previously disclosed
Adjustment for an error of a prior period
Net income
Net loss




5. Statements in which all items are expressed only in relative terms (percentages of a base) are termed:
vertical Statements.
horizontal Statements.
funds Statements.
common-Size Statements.
None of the answers are correct.

. Which of the following would not be a user of financial statements?
a. Management
Bankers
Employee unions
Investment analysts
All of the answers are users.

. Jones Company presents the following data for 2012.

Receivables, less allowance for losses and discounts of $12,196 $ 266,700

Net Sales 2,360,108
Cost of Goods Sold 1,580,360

Theldays' sales in receivables|is
331,
48.2.
43.1.=266700+12196\2360108\365
38.1.
40.0.




8. Abbott Company presents the following data for 2012.

Receivables, end of year, less allowances for losses and discounts of

$115,960 $ 2,370,100
Receivables, beginning of year, less allowance for losses and discounts of

$102,330 2,443,140
Net Sales 24,417,090

Thelaccounts receivable turnover in timeslper year is:
6.9

7:9:
10.7.
278
11.0.

9. Shaffer Company presents the following data for 2012.

Net Sales, 2012 $3,007,124
Net Sales, 2011 93,247
Cost of Goods Sold, 2012 2,000,326
Cost of Goods Sold, 2011 1,000,120
Inventory, beginning of 2012 341,169
Inventory, end of 2012 376,526

The|merchandise inventory turnover ffor 2012 is:

Inventory Turnover Ratio = Cost of Goods Sold / Avg. Inventory
Average inventory = (beginning inventory + ending inventory) / 2

5:6
15.6.
7.3,
1.
5.2.

. Which of the following current assets will not generate cash in the future?
Prepayments
Accounts receivable
Inventory
Marketable securities
Notes receivable

. Which of the following ratios would generally be used to evaluate a firm's overall liquidity position?
Working capital
Current ratio
Acid-test ratio
Cash ratio
Inventory turnover in days




1. The following relate to Data Original in 2012. What is thejending inventory

Purchases $540, 000
Beginning Inventory 80,000
Purchase Returns 10,000
Sales 800,000
Cost of Goods Sold 490,000

$120,000
$140,000
. 1$210,000
d. 260,000

. none of the answers are correct

2. Szabo Company computed the following data for 2012.

Days' sales in receivables 38.7 days
_Accounts receivable turnover 9.6 times
Accounts receivable turnover indays o it ss<1days]|
Days' sales in inventory 68.5 days
Merchandise inventory turnover 5.9 times
Inventory turnover in days 58.7 days

The estimated|operating cyclelfor 2012 is:
a. 974 days.
107.2 days.
93.8 days.
108.0 days.
90.7.

I
- Which of the following would be included in operating income?
Interest income for a manufacturing firm
Rent income for a leasing subsidiary
Gain from sale of marketable securities for a retailer
~ Dividend income for a service firm
None of the answers are correct.

4. Gross profit is the difference between:

net income and operating income.

revenues and expenses.

_sales and cost of goodssold.
income from continuing operations and discontinued operations.
gross sales and sales discounts.




5.

A manufacturing firm will most likely have the heaviest investment in which type of assets?

Cash

Inventory
Accounts receivable
Investments

Plant, property, and equipment

. Prepayments should be reported in the:

stockholders' equity section of the balance sheet.

income statement.

current assets section of the balance sheet.

current liabilities section of the balance sheet.

long-term liabilities section of the balance sheet.

. Jones Company presents the following data for 2012.

Receivables, less allowance for losses and discounts of $12,196
Net Sales
Cost of Goods Sold

The

I . . .
days' sales in receivables|is

53.1.
48.2.
43.1.
38.1.
40.0.

$ 266,700
2,360,108
1,580,360

Shaffer Company presents the following data for 2012.

Net Sales, 2012 1

$3,007,124

Net Sales, 2011

93,247

Cost of Goods Sold, 2012
Cost of Goods Sold, 2011

Inventory, beginning of 2012~
Inventory, end of 2012

2,000,326

1,000,120 |
341,169
376,526

The merchandise inventory turnover for 2012 is:

5.6.

. 15.6.

7.5.
1.7,
3.2




1. Gross profit is the difference between:

net income and operating income.

revenues and expenses.

sales and cost of goods sold.

income from continuing operations and discontinued operations.
gross sales and sales discounts.

. Which of the following would be included in operating income?
Interest income for a manufacturing firm

Rent income for a leasing subsidiary !

Gain from sale of marketable securities for a retailer
Dividend income for a service firm

None of the answers are correct.

3. The following relate to Data Original in 2012. What is the|ending inventory

Purchases 7 $540,000
Beginning Inventory _ 80,000
Purchase Returns 10,000
Sales 800,000
Cost of Goods Sold 490,000

a.  $120,000
$140,000
$210,000
$260,000
none of the answers are correct

Which of the following would not be a user of financial statements?
Management

. Bamkers B
. Employeeunions
Investment analysts

All of the answers are users.

5. Liquidity ratios can be used:

a. to measure the degree of protection of long-term suppliers of funds.
b. | to measure borrowing capacity.

c. to measure the earning ability of a firm.

' to measure the firm's ability to meet its current obligations.
to measure the worth of the firm.




6. Which of the following types of businesses would normally have the shortest operating cycle?
A retail clothing store
A grocery store
A wholesale furniture store
A car manufacturer
A car dealer

7. Jones Company presents the following data for 2012.

Receivables, less allowance for losses and discounts of $12,196 $ 266,700
Net Sales 2,360,108
Cost of Goods Sold 1,580,360

Thel days' sales in receivableslis
a. 53.1.
b. 48.2.
c. 43.1.
d. 38.1.,
e. 40.0.

8. Abbott Company presents the following data for 2012.

‘Receivables, end of year, less allowances for losses and discounts of
Receivables, beginning of year, less allowance for losses and discounts 3
of

$102.330 2,443,140

Thelaccounts receivable turnover in times|per year is:
a. 6.9,

b. 7.9.

c. 10.7.

[d.97. ]
e. 11.0.

10. Smith Company presents the following data for 2012.

Inventories, beginning of year - _ - $ 310,150
Inventories, end of year 340,469
Cost of Goods Sold 2,103,696
Net Sales 8,690,150

The number of|days' sales in inventoryji
a. 65.8.
60.8.
. 59.1.
. 58.1.
60.4.
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4. Anchor Company has 1.000.000 shares of common stock with a par value of $5.
Additional paid-in capital totals $5,000.000 and retained earnings is $8,000,000. The
directors declare a 10% stock dividend when the market value is $15. The reduction
of retained earnings as a result of the declaration will be:
a. $0.
b. $500,000.
. $800.000.
. $1.000.000.
. $1.500.000.

3. The currentassetsection of the balance sheet shouldinclude:
a) Land

b) Trademark

c) Dividends payable

d) Inventory

7. Liquidity ratios measure the degree of protection of long-term suppliers
of funds.

a) True
b) False
correction:

Liquidity ratios measure the degree of protection of short-term
suppliers of funds

5. Which of the following would not be a user of financial statements?
Management
Bankers
Employee unions

Investment analysts
All of the answers are users.




6. Liquidity ratios can be used:

b
c.
d.
e

to measure the degree of protection of long-term suppliers of funds.
to measure borrowing capacity.

to measure the earning ability of a firm.
to measure the firm's ability to meet its current obligations.
to measure the worth of the firm.

7. Which of the following types of businesses would normally have the shortest operating cycle?

. Aretail clothing store

a
b. A grocery store
c.
d
e

A wholesale furniture store

. A car manufacturer
. A car dealer

ANS: B

. Which of the following would be included in operating income?

Interest income for a manufacturing firm

Rent income for a leasing subsidiary

Gain from sale of marketable securities for a retailer
Dividend income for a service firm

None of the answers are correct.

ANS: B




Question (3) - chapter 4

Convert the income statement from
single step to multiple-step format.
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Sales (or net sales)
Cost of goods sold

Gross Profit (or Gross loss)
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Less: Operating Expenses  &ildeall casylias 17k

— Selling Expenses (

— General Expenses (

Operating Income

+ Add: Other Revenu (or Other Income) (g, cilaly| :calay

Less: Other Expenses

GEARE- RPN

+ Other Income e.g:

e @3 clal ¥ +

| Rent Income | Interest Income | Gain on sales of property |

— Others expenses (e.g:

- loss on the sales of assets (

- Interest Expenses (

Income Before Tax
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Income after Tax (Pre Extraordinary Items)
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Less: Extraordinary Items (e.g: Flood)
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(ol 4ud (§ B9pne) clibagll bylbas —

Net Incom (or Net Loss)
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Net Income (or Net Loss)/ end of period common share outstanding
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uestion Two (25 points

Information related to Ramiz Fumityre C
December 31, 2012, follows. L

Cost of Goods Sold

Dividends Declared v
Flood Loss (pre-tax) S
General Expense by
Other Income o
Other Expense o
Retained Eamings, January 1, 2010 1:;888

Sales
Selling Expense 13;'888

Required:;
Prepare in good form a multiple-step income statemen

t for the year 2012.
Assume a 50% tax rate and that 5,000 shares of common s!ocz were
outstanding during the year,

Income Statement

Forthe Year Ended December 31, 2009

Sales 131000

Cost of Goods Sold -70000

Gross Profit 61000

Operating Expenses

Selling Expenses

General Expenses

Operating Income

Other Income

Other Expense

Income Before Tax

Income Tax - %50

Income Before Extraordinary ltems

Flood Loss, Net of $6,000 Tax

Netlncome

Basic Earnings Per Share:

‘ ‘ Basic earnings pershare 5000 shares
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Question Two (20 points)

Forta Company presents you with the following account balances taken from the December 31,
2012, trial balance.

Required:
Prepare a single-step income statement in proper form.

Sales $200,000
Cost of Goods Sold 80,000

Cash 10,000
Selling Expenses 20,000
General and Administrative Expenses 15,000
Interest Income 3,000
Interest Expense 2,000
Accounts Receivable 15,000
Retained Earnings 60,000
Gain on Sale of Property 2,000
Accounts Payable 15,000

Additional data:

1. 10,000 shares of common stock were outstanding the entire year.
2. The income tax rate is 35%.




Question (3) - chapter 6

Comparative income statement for
two years with using vertical analysis
method

osbadl il — aal 11 Jigadl
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2012 5 2011 AWl ciall oo alall Js i dasls

Comparative income statements for 2012 and 2011 follow.

Sales

Cost of Sales

Gross Profit
Operating Expenses
Operating Income
Interest Expense
Earnings Before Tax
Income Taxes

Net Income

Required:

2012 2011
$9,434,000 $7,862,000
7,075,400 5,660,640
$2,358,600 $2,201,360
1,367,690 1,365,060
$ 990,910 $ 836,300
157,500 126,000

$ 833,410 $ 710,300
400,000 317,200

$ 433,410 $ 393,100

a. Prepare a vertical common-size analysis of this statement for each year, using sales as the

base.

Required:

a. Prepare a vertical common-size analysis of this statement for each year, using sales as the

base.

b. Comment briefly on the changes between the two years, based on the vertical common-

size statement.
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Comparative income statements for 2012 and 2011 follow.

Ll dudi e oy + A 2012 2011
Sales |$9,434,0@ [$7,862, 000
Cost of Sales 9,434,000 i audy + ,075,4 5,660,640
Gross Profit 9,434,000 =~y + 52,358, 600 $2,201, 360
Operating Expenses 9,434,000 = ok + 1,367, 690 1,365,060
Operating Income $ 990,910 $ 836,300
Interest Expense s S5 @ Ay po 14Sag 157,500 126,000
Earnings Before Tax 2o Zylaal syl $ 833,410 $ 710,300
Income Taxes 400,000 317,200

Net Income 20122 Zll ! $ 433,410 $ 393,100

(et iy a3 By Bio ) o add ciliaun) dundaadll ity Jlgadl @ (2 LS 590l puen sl oy

2012 2011
Sales 100.0% 100.0%
Cost of Sales 75.0 72.0
Gross Profit 25050 28.0
Operating Expenses 14.5 17.4
Operating Income 10.5 10.6
Interest Expense 1507 1.6
Earnings Before Tax
Income Taxes
Net Income

:%}Lﬁ‘ gkl
C A Jd=dl danb e slere¥l piiall on oladl e jaie IS4 sle

Cost of sales as percent of sales have risen substantially. interest expense and taxes have both risen

slightly in relation to sales.
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Question (3) - chapter 6 oosbedl iadll — aal 1 Jlgad|
Liquidity Ratios, Accounts Receivable Ugradl coud oluds! - os
and Inventory Turnover Calculation: 0933 Ay 2ol | e Aeudg

Working capital Juladl JWI sl
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Working Capital = Current Assets — Current Liabilities

sl aldbhie
Al 44518 (e Total Current Assets wiad oy 399 =
Al 458 (pe Current Liabilities wid oy 3929
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(In millions)

Assets

Current assets:
Cash
Government securities (cost)
Accounts and notes receivable (net)
Inventories
Prepaid assets

Total current assets

Property, plant, and equipment (net)

Total assets

Liabilities and Equities
Current liabilities
Long-term debt, 6%

Total liabilities
Shareholders’ equity
Total liabilities and equities

Income

Net sales

Cost of goods sold

Gross margin

Selling and administrative expenses
Earnings (loss) before taxes

Income taxes

Net income

® compute working capital

Working Capital = Current Assets — Current Liabilities

Working capital = 13,500,000 — 9,300,000 = 4,200,000




Chapter 6 Current Ratio Al dud!
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Current Assets
Current Liabilities

Current Ratio =

il da3l8 (e Total Current Assets (it dyoy 3929

dalydl 43l8 (e Current Liabilities wid oy 3929
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(In millions)

Assets

Current assets:
Cash
Government securities (cost)
Accounts and notes receivable (net)
Inventories
Prepaid assets

Total current assets

Property, plant, and equipment (net)

Total assets

Liabilities and Equities
Current liabilities
Long-term debt, 6%

Total liabilities
Shareholders’ equity
Total liabilities and equities

Income

Net sales

Cost of goods sold

Gross margin

Selling and administrative expenses
Earnings (loss) before taxes

Income taxes

Net income

® compute Current Ratio




Current Assets

Current Ratio = -
Current Liabilities

13,500,000

Current Ratio

9,300,000

Acid-Test Ratio da | U guand | A
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Cash Equivalents
+ Marketable Securities
+ Net Receivables

Acid-Test (Quick) Ratio =

Current Liabilities

il 4ls (§ Cash wid sy 3929
4l 4sls (§ marketable securities wid dus) 3929
4l 4sls § Net Receivables wid aus) 5929

4l 4aslé (§ Current Liabilities i ds) 3929
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Decort Company's working capital accounts at December 31, 2012, are given below:

Current Assets:

Cash $100,000
Marketable Securities 50,000
Accounts Receivable $250,000

Less Allowance for Doubtful Accounts (20,000) 230,000
Inventory, LIFO 300,000
Prepaid 8,000
Total Current Assets 5688,000

Current Liabilities:
Accounts Payable $200,000
Notes Payable 50,000
Taxes Payable 10,000
Accrued Liabilities 30,000
Total Current Liabilities $290,000

Cash Equivalents
+ Marketable Securities
+ Net Receivables

Acid-Test (Quick) Ratio =

Current Liabilities

100,000 + 50,000 + 230,000
Acid-Test Ratio

290,000

Cach Ratio Auaid! gl

P Aad| Vgl 2w
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Cash Ratio =

Cash Equivalents + Marketable Securities

Current Liabilities

4l dasld (§ Cash wid sy 3929

4l 4slE § marketable securities i dus) 3929

4l 4a3l8 (§ Net Receivables wiud sy 3929

4l 4sle (§ Current Liabilities wid aus) 3929

Decort Company's working capital accounts at December 31, 2012, are given below:

Current Assets:
Cash
Marketable Securities
Accounts Receivable

Less Allowance for Doubtful Accounts

Inventory, LIFO
Prepaid
Total Current Assets

Current Liabilities:
Accounts Payable
Notes Payable
Taxes Payable
Accrued Liabilities

Total Current Liabilities

5100, 000
50,000
$250,000

(20,000) 230,000

300,000
8,000
5688,000

$200,000
50,000
10,000
30,000
$290,000

Cash Ratio =

Cash Equivalents + Marketable Securities

Current Liabilities

Acid-Test Ratio

100,000 + 50,000

290,000




Chapter 6

Inventory Turnover

gl aslall M e (Inventory Turnover in days) dslas (g ALl Aslall o Ul Colall it Lls
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[nventory Turmover =

Cost of Goods Sold
Average Inventory

gl e Jguazld adaadll 50l IS Go3sell 0lyes cilye due a9
Inventory turnover in day’s wlud>! 433l e als Inventory turnover oluds| &b o) J) oLl Coxy
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(B3 2udl) J5> 01 2a38 (e Cost of Good Sold wied sy 3929
el uaid 3ull 4319 Jol amy o) « AST ol cxtiad Al 4S8 (e Inventory wid asy 929

Current assets
Current liabilities
Sales

Cost of goods sold
Inventory

Accounts receivable

Required

. inventory turnover

2008

2009

$ 400,000 $
300,000
1,500,000
1,020,000
200,000
110,000

a. Based on these data, calculate the following -

500,000
340,000
1.400,000
1,120,000
250,000
105,000

[nventory Turnover =

Cost of Goods Sold
Average Inventory

1,120,000

1,120,000

Inventory turnover

(200,000 + 250,

000) /2 225,000




Account Receivable Turnover Lol | eoldl coluds]
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Net Sales
Average Gross Receivables

Accounts Receivable Turnover =

s Al J5ull 4S8 o0 NetSales wiy =

Bull 51 doy + ol dmy 9l ] AsInkl daSL8 (o gross Receivables iy oy -

2009 2008

Net sales $1,180,178 $2,200,000
Receivables, less allowance for losses and discounts

Beginning of year (allowance for losses and

discounts, 2009—%12,300; 2008—3$7,180) 240,360 230,180
End of year (allowance for losses and discounts,

2009—%$11,180; 2008—512,300) 220,385 240,360

Required

a. Compute the accounts receivable turnover for 2009 and 2008. (Use year-end gross receivables.

s d=d

Net Sales
Average Gross Receivables

Accounts Receivable Turnover —

1,180,178 1,180,178

Receivable Turnover (240,360 — 12,300) +
218,632.5

(220,385 —11,180) /2

228060
- ¥ slizes Lo ouais¥ 5959 Jl> J9 Account Receivable 4.5 JI5w]! § Gross Receivables dalS sdus 13

o Lessa @3y discount @ias ol allowance cil>gaus Gross Receivables .y e JULl & 5o 13
sl Adslally dgudl medd) Jle!

Net Accounts Receivable = Gross Accounts Receivable — (Allowances + Discounts)
Gross dusy (w dwguases ae JI33 ¥ Allowance JI o) gaxd da bl sde JIgd! Lapo sl 13

l Receivables
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Cash $ 50,450 $ 28,538
Marketable Securities 25,000 20,500
Accounts Receivable, less allowance of $10,000 60,000 50,000

Stait o0 e G| (52 5160 il i | it o

Chapter6  Operatingcycle il 595
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CLuas ) edeadl gd ol Gl ‘g 8og>gll delindl 4SS d.g_a-_ﬂ ‘AL»_SN_) Lyl Bl oLy
s oludsY) Aolas

Operating Cycle = Accounts Receivable Turnover in Days + Inventory Turnover in Days

s aldbhis

Pl @ ollans 0955 O < 539 sl sy ol JUI Sl AST 5l caasls 929 -1
Cost of goods Sold g Inventory g Gross Receivables g Netsales : &Jlll 59l 5929 -2
inventory turnover in days 4Jslasg account receivable turnover in days <¥slas sl=) -3

s e

P 6-8 The inventory and sales data for this year for G. Rabbit Company are as follows:

End of Year Beginning of Year

Net sales $3,150.000
Gross receivables 180,000 $160,000
Inventory 480,000 390,000
Cost of goods sold 2,250,000

Required Using the above data from G. Rabbit Company, compute the following:
a. The accounts receivable turnover in days
b. The inventory turnover in days

¢. The operating cycle

s =
slall U5 (e (Receivable Turnover in days) Wslas (9 Zwludl Aslall o Jo¥1 (8,1 Gl ¥l
s aJud




360 / 5kl Bule 5l 3a3Y! All bl 9lo

Accounts Receivable Turmover in Days =

Average Gross Receivables

Net Sales/365

s !

= Gross receivables (beginning + end) / 2
= (180,000 + 160,000) / 2
=340,000/2=170,000

Net Sales of (end or last year) / 360 (days of years)
=3,150,000/ 360 = 8750

170,000

8750

Aslall U5 e (Inventory Turnover in days) slas (29 dpweludll Aslall (o S 8yl Gl L

Bl 2l ol Basdl Bl) Aclll Aela ) 44l

360/

Inventory Turmover in Days =

Average Inventory
Cost of Goods Sold/365

!

= Gross receivables (beginning + end) / 2

= (180,000 + 160,000) / 2

=870,000/ 2 = 435,000

s plall

Net Sales of (end or last year) / 360 (days of years)
=2,250,000 /360 = 6250

435,000

6250

4




P Al Wslall § mludl agas Ll

Operating Cycle = Accounts Receivable Turnover in Days + Inventory Turnover in Days

=19.42+69.6
=89.02 Days
:alasdle
- ¥ slises Lae cuids¥1 3959 JL> § 9 Account Receivable 4k J13ull § Gross Receivables 2o w18

Chapter 4 Retained earnings 83zl 7L ¥
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Retained Earnings Statement - Reconciliation Equation

Beginning balance of retained earnings 100,000 Bizizs 7Lyl Jgl o

+

Prior period adjustments (net of tax) 20,000 4 ds Jle cdhaai

+

Cumulative effect of a change in accounting

(10,000) (a2 0l) paald ST S5Y1

principle (net of tax)

Beginning balance as adjusted 110,000 t ELDJ«.U\ day Jol sy

+

Net income (revenue — expenses) 40,000 Hlagpall - olsl¥l) Jsudl Lo

Dividends 20,000 2L clases

End of year balance of retained earnings 130,000 izl 2Ll (e (K31 dasey) pladl Ll ao,

i) 3Ll Bial] m) 00950 89) gt o J1 i lel) 019 83 gl oty ol ctirmy lgeadl (8 s (S0 !
(ALl 5!

podl 50 Yoty bl ausiid Ll Joall Gl deid cafS 131 2

2 tas Ll clay gt 3

Riylo 0T o) Lutalne g5olia i o Mhutad Al 3 s Leihs 19S5 ¥y + 3l 055 J5all s e =Dbociaall oiia *




Net income for 2012
Dividends declared and paid in 2012
Retained earnings, December 31, 2011

Retained earnings, December 31,2012

Required:

Mahe
r Company reported the following amounts in its 2012 annual report.

Solve for dividends declared and paid in 2012 and prepare a statement of retained earnings for

Maher Company for the year ended December 31, 2012, (Include the proper heading.)

$16,900

?

164,000

80,900

s d=d

Beginning balance of retained earnings in

31,December,2011

164,000

31,December,2011 Q

Net income (revenue — expenses) in 2012

Had (Sl pall - sl pY) ol Slo
2012

Dividends declared and paid in 2012

100,000

2012 ple @ degdull ZLI clas o3

Retained Earnings in 31,December,2012

31,December,2012 3 83=ixll 7 L¥| da,
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Gross Receivables

Days™ Sales in Receivables =
Net Sales/365

4l 4a5L8 (pe Gross Receivable wid dysy 3929

J5 ol 43l (e Net Sales i agoy 3929
(Balg 5,48) . 8okl Al Busey! ol Bl Ll Busyl e Jaall @i

P 6-10 Laura Badora Company has been using LIFO inventory. The company is required to dis-
close the replacement cost of its inventory and the replacement cost of its cost of goods sold on its

annual statements. Selected data for the year ended 2009 are as follows:

Ending accounts receivable, less allowance for doubtful accounts of $25,000
Ending inventory, LIFO (estimated replacement $900,000)

Net sales

Cost of goods sold (estimated replacement cost $3,150,000)

Required
a. Compute the days’ sales in receivables.

$ 480,000
570,000
3,650,000
2,850,000

Gross Receivables

Days’ Sales in Receivables =
Net Sales/365

The days' sales in 480,000

480,000

receivables (3,650,000)/360

10.138.88

=47.34 Days




(chapter 6) Merchandise Inventory Turnover rbadl G933l Olyg0

Inventory Turnover «— dudll > das,b uas

Chapter 6 Ending inventory calculations Bl )31 0935 ilunds|

: LT’LMJ}“ N slao

Ending inventory = | Beginninginventory + purchasing — cost of goods sold — purchase returns

s Jba

P 4-17 Required Answer the following multiple-choice questions:
a. The following relate to Owens data in 2010. What is the ending inventory?

Purchases $580,000
Beginning inventory 80,000
Purchase returns 8,000
Sales 900,000
Cost of goods sold 520,000

. $150,000
. $132,000
. $152,000
. $170,000
. $142,000

s d=d

Ending inventory = | Beginninginventory + purchasing — cost of goods sold — purchase returns

Ending inventory = | 80,000 + 580,000 — 520,000 — 8000 = 132,000

Chapter 7 The times interest earned deudSL | suslal o e
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Recurring Earnings, Excluding Interest
Expense, Tax Expense, Equity Earnings,
and Noncontrolling Interest

Interest Expense, Including Capitalized
Interest

Times Interest Earned =

s A B sl Wolall plaseiul Oy

Income before tax and Interest Expenses Aopall Jd sl

+ Others Income suslally

Times interest earned =
Ss3¥1 sl +

Interest Expenses susladl g puma

(Buslall Bgyas Jdg Aupall Ji8) J>dl Aasld (0 (Operating Profit / loss) Wy due,
(Bslall LB9mn JiBy A pall J8) U5l 2aild (0 (Others Income) Wy de,)
(Buslall Bgyan Ly Aupall L8) J>dl 2aild (e (Interest Expenses) Jiy dus)

|

XYZ Company
Comparative Statement of profit or loss
For the Year Ended December 31,
2016 2017
Sales 12860000 2193000
Sales Returns 123000 98000
Net Sales 1837000 2097000
Cost of Goods Sold 1140000 1281000
Gross Profit / Loss 697000 816000
Advertising Expenses 211500 233000
Administrative Expenses 108300 104000
Total Operating Expenses 320000 357000
Operating Profit / Loss 377000 450000 o
Other Income 11000 2000 o
Interest Expenses 40500 36000 e
Profit / Loss Before Tax 347500 432000
Tax 139000 163200
Profit / Loss 208500 263800

Compute The times interest earned

The times interest 459,000 + 9000 468,000

earned 36,000 36,000




Chapter 7 Debt Ratio Ced Al

Jishall ol e gl sla (e 38,401 8,08 ] ada
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Debt Ratio = Total Liabilities
Total Assets

4lnll 2a3l8 e (Total Liabilities) il goaza i
4slll 2asld (e (Total Liabilities) Jgust Foaa o

Less allowances for depreciation
Net property, plant, and equipment
Total assets

Taxes, other than income taxes
Income taxes
Total current liabilities
Long-term debt, 12% debentures
Deferred income taxes
Minority interest in subsidiaries
Total liabilities

Required
Compute the debt ratio.

s d=d

Debt Ratio = Total Liabilities
Total Assets

174,979

Debt Ratio

424,201
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Chapter 7 Debt-Equity Ratio &SI Ggds JI ol dud
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Total Liabilities

Debt/Equity Ratio =
cortquity Ratio Shareholders’ Equity

s =
4l 4sls (e (Total Liabilities) wilel 0¥ pooma iy -
4l 4a3l8 (e (Total Shareholders’ Equity) &SIl $9a> goama diy -

Taxes, other than income taxes
Income taxes
Total current liabilities
Long-term debt, 12% debentures
Deferred income taxes
Minority interest in subsidiaries
Total liabilities
Stockholders” equity:
Serial preferred
Common $5.25 par value
Additional paid-in capital
Retained earnings

Less cost of common shares in treasury
Total shareholders’ equity
Total liabilities and shareholders’ equity

Required
Compute the debt/equity ratio.

Total Liabilities

Debt/Equity Ratio =
eortquity © Shareholders’ Equity

174,979

Debt/Equity Ratio
249,222

end of summary uoilall dulcaj
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