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1. The K. Store uses the secounty recoivable aging method 1o exlinmte uneollectible accounta, The
balance of the Accounty Receivable acsotnl wak 2 debit of $220, 171 and the balance of Allowapee
for Uneollectble Accouats was ¢ credit of §11,500 at February 1, 2001, During ihe year, the store
bad sales om account of §1,56:2,000, sales retums and silowances of $31,506, worlhless accottts
wriltan off ol $22,1 50, and collections from customers of 1,607,500, At part of the
end-of-year{Tunmary 31, 300Z) procedures, en aging analysis of accounts recaivable is prepared. The
toals of the avalysie, whick ia partially complete, follpw:

Customer MotYei 1:30Dayr J0-60 Days 6GE-90Dsys  Over 90 Days
Acrounl Totnl Dun Pait Due Fast Due Pasi Thia Pagt Thee

Balance
Forward 396,896 35219467 $74.807 £33, 200 338 721 201

The following accounty xemain to be clasaified w Mialsh the analysis:

Agoount Ameuni Due Date

H. Curtis 5489 . Junsry 15

£, Dawean 4,556 Pebruary 15 (next fAscal waar)

P Zapats 4,332 Decernbar 20
- A Copa 90 Ootaber 1

g Land 7405 January 4

T. Qadri 3158 Hovamber 15

J. Fonenthal 2,195 Maieh 1 {ndxt Becal yoar)

From past expenience, the company bas found that the following rates ara realistic to estimats
uncolleotible econnts:

Tine Percentage Considered uncollectible

Nat yat doe 5

1= days past dus 6

31-60 days past due 12

6190 days past due 20

Cver 20 days past dus 40

Required: v. Complete the aging analysis of accounis receivable; { 10%)
b, Deiezeins the end-of-year balaseas (bafore adjustments) of Accounts RBecaivabls and
Allowanee for Uncoltectibla Accoanis; (10%:) _
4. Prtpars the entry in journal form to record the estimated uncollscrible aocounts sxpense for
the yoar (round te adjustmant ta the nearest whaole dollar). (109
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2. Pitz Corporation sugaged in the transacrions listed [n the first column of the fellowing mble, -
Opposile each transaction is a ratio and space to indicats the effect of each trananaiion ox the ratio.

Eftect
Travngaitlon Ratip Incrense Dcroaes None
@ Sold merchardiee on account. Currenl ratio
b. Seld merchandise on acccunt”, Inventory turtover

4. Colléctid on accounls mecaivable. Cuick ratio
4. Wrote off an unollsstible acconnt™.  Receivable tiroover

e. Paid on secounts payable'”, Curvant retio
I Tocurred ndvertising sipense, Profit margiy
§- Lesued stok dividend, Dbt to squity ratio
h, Tssusd bond payable, Apsel Turnnysy
i. Accrued Intersst cxpensa, Curren! satlo
J. Purchared trénaury stock. Rfvum on agtets
* Asgumca perpetual bnventory sysiem.

¥ Apgumer an allowance far ungollcerible munu-ia uged,
"o% Aseymes a ralic befors die ransaction ol =1,
Requived: Flace an X it the appropriate column to abow wheather r.1'|u Irantagton increased, decponted,
or had ne sffect on tha indieated ratio. (25%)

3. Yata Corperation reperted 2001 protax income of $44,935,060. Foamptas to Yate's Gnaneial
statements road; “Inventorios aro siated Bt the lowsr of cout or trarkat. Ciost i3 delarmined by the
lastdn, first-out (LIFC) method for 79% of the company’s imventory.... I the Ertin, frs-out
(FIFO) method of inventary accounting, which spproximates current cost, had beon used,
inventaries would bave boon $38.2 millions nod $39.1 million higher than reported st Deommber 31,
2000} and 2090, respectively.”

Required:

& Calewlate the pratex income that Yala would have reported if the FlFDim*e.nlnrymulimdhldhm
used. (834) .

b. Suppose Yalu's income tax rate {8 20%, What m"!‘atu'umuomuxuuﬁngm%lmld
they hava boan it Yats had used FIFO? {8%6)

¢ How could Yata have evoided the extra taxes? {9%5)

4. Later 2(H11, Enron scandal (MI’-{IF) went public, sud paople in the busiooss world wezs shackad,
Pleaso glve thix avant a comment frotn the palnt of view of accounting In English. (20%)  (IREI2E
TR
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