ju!
p!“'

Bl P AREHTBEEREA A S0
CETERE - ZFy #8- e - % 7 g —F
R LA s -

2 SRR R - (B RRAREGE -
3EFIHAEZHAS - FHRTFHS -

- Three years ago, Trevor and Jill Davey formed a
company called The Bicycle Boutique. Sales have slowly increased each year and the
reputation of the company in the community has steadily improved. However,
because of limited resources the company has only made cash sales. With the
increase in the prices for modern sophisticated bikes, the Daveys have decided that it
would be desirable to offer credit card sales and to sell on credit.

Sales for the last three years have been $100,000, $140,000, and $190,000 respec-
tively. The gross profit has consistently been 40% of sales. The Daveys believe that
sales would increase by 50% next year if the policy is not changed, but would double
under the new policy. They éxpect only 30% of the sales to be cash sales with the
remaining sales to be equally split between credit card sales and credit sales. The
credit card receipts will be deposited immediately in a focal bank. The fee on credit
card sales will be 4%. It is expected that credit sales will be made evenly throughout
the year, will be collected on average after 2 months, and that 2% will not be col-
lectibie.

(20%) To be able to implement the new policy regarding credit sales, the company has
applied for a bank loan of $150,000. The bank will charge interest of 12% and has
asked for certain financial information.

REQUIRED  I. Prepare a schedule that shows the cash inflows expected for the next year under
the old policy and the new policy.

2. Should the company prefer credit card sales or credit sales?
(Hint %Rl K7 LA L FEREHAR L)

3. Should the company implement the new policy?
(Hint = 3% 5O % 0 R A48 270 4 L)

=. Flair Corporation had the fellowing stockholders’ equity on January 1, 19X6.

Comman Stock, $2 par, 200,000 shares authorized, issued, and outstangding .......... 5 400,000
Paicin Capltal inExcessof ParValue . ... ... ... i £00,000
Retained Bamings . . ..o a i e e e e s 320,000

Total Stockhalders” Equity. . . .....ooe it i s $1.320.000

During the year the company had the following treasury stock transactions.

- March 7 Purchased 20,000 of its own common shares at $20 per share.
May 2 Sold 4,000 of the treasury shares purchased on March 7 for 322 per
July 14 g}ﬁge.“:j,{}{)ﬂ of the treasury shares purchased on March 7 for 320 per
Sept. © EI;?EES 000 of the treasury sha.res purchased on March 7 for $18 per
Dec. 12 g:i?ﬁ 000 of the treasury shares purchased on March 7 for §15 per

share. .

Required:

Prepare the stockholders’ equity section of the company’s balance sheet on December
31, 19X6. No new shares were issued during the year. Net income for 19X6 was
$120 000, and cash dividends of $40,600 were declared and paid in 19X6.
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—  Thie Renax Burglar Alarm Company prepared the following
interim income statement for the first quarter of 1991:
RENAX BURGLAR ALARM COMPANY
" Income Siatement
For Firat Guarter Endad March 31, 1981
Salas (net) .. $480,000
Cast of gc»odssold
wentory {1-1-1991) ... ... e, B 57,6800
Purchases [net) . Y o2 < M0 &1
CcstofguodsavaﬂabIefmsale $345,600
Less: Invantory (3-31-1991, esl:mated] eereriemeegeenne. {78,800
Cuost of goods sold {268,800}
LC e ] T : $211,200
Cperating expenses . :
Selling expanses .._...., N - 411 01
Ganeral and admmisiratwe expanses ...... et i aa 48,000
Tolal operating expenses ... ... .....ooiiiiiiiaiiin, {126,000
Income before incomataxes ...........ociivvicii s e, § 85,200
INGOME 1BX BURBASE I e iermrrieii e e earae e e e e {34,080
NBELINCOME Lo e rrrr e e ns $ 51,120
zamings per share {22,000 shares) ....ovvereevecreerienn oo, $2.32

The accounting department prepared the following adjusted trial balance on June 30,
1991, the end of the second quarter:

Accoun! Tittes Dabits Credils
Accounlsrecewable 45,480
MNaotas raceivable {dus 12-31- 1991] ......................... 24,000
Inventory {1-1-1881} .. 57.600
Property and equipment 150,000
Accumulated depraciation .....oiiveiriiiiiniee s aean $ 33,750
Accounts payable L 24,000
Common StOCK, MO DA L. i e e aan 84,000
Retainad @amings .......cuve. rA et rEr e raedes . 33,200
Sales (NBl) ..o e e e ea 920,000
Purchases (Net) .. ovrii it e 500,000 '
Seling expensas . rrare 148,500
Ganeral and a.dmlnls'tratwe axpanses £9,500 .
interest recaivabie . 600 O—
INPErAST FOVENLE ..ot i e e s 800 T

INGOMe 13X BXPENSA ..o srrrrs it iamar e e e e 65,960
Income taxes payable ... 66,960

profit method to estimate its interim inventory. Historical gross profit has averaged ~
44% of net sales.
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(36%) Totals . $1163210  $1.163,210 %_
: No common stock has been issued or retired in 1991, The company uses the gross .

REQUIREE [repare interim income statements for the periods April 1-june 30, 1991, and —
January 1-June 30, 1991. '

i Walker Co. has office furniture that cost $80,000 and that has been deprecmted
$47,000. Record the disposal under the following assumptions: (FAHEH TR B2 ER)
() It was sold for $21,000.
o {b) It was sold for $61,000..
(20%) {c) It was exchanged for similar office fumlture The old office furniture has a fair mar-

ket value of $456,000 and $8,000 was paid.

(d} It was exchanged for similar office furniture. The old office furniture has a fair mar- -
ket value of $25,000 and $22,000 was paid.
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