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On January 2,

19X3, Ward Company purchased a new machine at a cost of $35,000, The machine was

" mmediately installed and roade ready for use at acost of $3,000. Its estimated vseful tife is

eight years, and its estimated residual value is §8,000. Ward uses the straight-line depre-
ciation method.

O January 2, 18X5, the company completsly overhauled the machine at a cost of
$8,400. The overhaul, considered an extraordinary repair, extended the machine's esti-
mated useful life ta twelve years {fonur more than the original sstimate}, Estimated residual
value remained the same.

On Jaauary 2, 19X7, the company made an improvement to the maghine that cost
$3.800. This improvement increased the machine's produetivity but not its useful life and
inecreased estimated resideal value to 39,000,

(24%) Raguired:
Prepare journa entries to record
1. The averhaul of 1the machine on Janwary 2, 19X5

3, Depreciation expense on December 31, 19X3
3. The improvement made te the machine on January 2, 19X7
4. Depreciation expense on December 31, 19X7

- Atrina: Corporalion fssued 3400000, 15%. 5-year Lanels an
- May 1, 1987 The bonds pay interest semiznnually on April 30 and Octobar 31. At the

n

. time of issue, the market rate of interest was 12%. (Round amaounts to nearest dollar.}

T {24%)  Required:
1. Compute the issue price of the bonds.
o Compute the total bond interest expense to be reperted in the company’s April 30,
1988, bscal year-end income statement when the straight-line method of amortization

is used.

3. Compnute the total bond interest expense to be reported in the company’s April 30,
1550, fscal year-end income statement when the effective interest method of amorti-

zaticn is used. [ 4K 58 S & ]
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Z.. Thelollowing information was taken from the ledger of Eraft Corporation:

Loss on sale of discontinued ' Common sback, no-par,

OPETAIONS o iscnmmisisnnees & 5,000 45,000 shares issued ovnieniran F 120,000

Prior-period adjusements—credit Sales reVENUE winm e eenenenne S20,000
ta Retatned Earnings.weeeenes, 5,000 TRRrESE EXPEASE .oeveinsisrersemnsen SO0

Gain on sale of plant asses ..o 21,000 Extraerdimary gain ........... e 26,000

Cost of goods sold. i, HIE000 Qperating income, _

Income tax expetise {savingk disconanued operations .......... 25,000
Conoiuig Operations . 2,000 Loss due to lawsoit . 11,000
Discontinued operatons! General expenses. e 62,000

Cperating incomeewvevenn, 10,000 Preferred stock, 8%, 5100
Loss 00 £3)8. e eir s eresrenaen {2,000) par, 500 shares issued .eennn, 50,000
Extraordinary gain......oeesiceeeen LLO00 Paid-in capital in excess of par—
" Gumuladve effect of change o preferred o, 7,000
in Inventory method e (5,0000 Retasined eamnings, beginning, a5

Treasury stock, comimon ariginally veporred .o 103,000
(5,000 shares ar 008t voecevee. 25,000 Curnulative effect of change in

Drividanids . e ccresissesssinen, 16000 inventory method (debit) . {10,000

(27%) Selling expenses...ovmmnwirmrecnn 500

Required:

Kraft Corporation had no changes in its stock accounts during the year. Compute the
foHowing items for Kraft Corporation for the curent year ended December 31:

[.Met income.

2. .Barnings per share.

3 Retained earnings balance. fi : .:%‘a IE] il—:;:i% ;%ﬁ ,
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(25%)

Required:

Pindgr Gorporalion amploys the vouchar system in canleolling expendilures end dis-
Bursemants, Al cash receipls are deposited each Wednesday and Friday ina nght
depasilory afler banking Bauwrs. Tha data raguired o reconcRa the bank slatemant as
of Apri? 30 have been abstracled lom vancus documents and records and gre repre-
duced as follows, Ta lacllilate ldentilicatlon, the sources of the dara are prinles in
capital letiers,

© CASH IN BANK ACCOUNT:

Balamce ssaf Aprl 1. o, STBITAD
CASH RECEIPTS JOIURMAL,
Total of Cash in Bank Debil calumn ior menth ol April ..., 7,820 58
QUFLICATE DEPOSIT TICRETS:
Data angd amount of each deposit in April
Date Amount Date Atz Data Amoynl
Agril 1 A48 63 . Aprl 30 27T1A1 pil 22 $EA7.34
3 41404 i% D57 .88 24 84275
-] a4.50 7 22 e 28 510406
CHECK REGISTER:
Murmber and ameart of sach check issued in Aprd;
Check Mo, Amoun! Chack Mo, Amount Check No.  Amount
L LH £282 50 Tar Yaid 754 E248.75
71 85513 748 $490.00 755 17275
TAZ 8504.80 T4 G413 7oE 113.95
Tl B71.30 750 KE:R 757 807,95
744 S06.88 EEsl | 28937 758 35060
745 117,25 TEZ 537.01 Foa 80150
746 290,68 753 380,85 760 48658
Total amaur of checks ssuad in Aprl,, ... BRERLEE
APRIL BANY STATEMENT:
Balance as ol AP 1 . e meeeee. B PSR
Deposits and ober amdics, .. ... 1065277
Checks and othes debits. ... .- 18232.21)
Balance as of April 30 e 31036776
Oate and amount of each dapasil in April;
Datg Amgunt Date Aplert Cale Amounl
April i B6@G.25 Apilt 5 3A40.ED ApHL 13 594674
2 E4B.63 11 271,71 23 85734
4 214,04 ’ 16 4975.85 23 843.71

CHECKS ACCOMPANYING APRIL BANK STATEMENT:
Mumbear and amount of each check, resrranged in numarical seqrance:

Check Ne.  Amwount Check No.  Amaunt ighack Mo, Adunt
T3 RE2.15 Tad $5EI6,BS 751 $209.37
738 351,40 745 t17.25 7582 &3r.0%
7aa B0.55 T4k ZBB.56 783 38095
740 287.50 TAB 450.50 754 24t TS
LA 95515 T43 54013 )] 113.85
T42 501.50 TED ArHF? 757 007.85
T43 B71.30 160 4RG.39

BANK MEMORANDLIMS ACCDMPANY_ING APRIL BAMK STATEMENT:
Date, deseription, and amount of gach markanc;

Date Erseipdlon .ﬁméunl:
Apil 4
52.500.00
125.08
24 Bank debit mama fo
3 bl
30 Bank dabil mame kir setvice charges 24.50
BAMK RECONCILIATION FOR PRECEDING MONTH:
Finter Corparallon
Bank Reconciliaton
March 35, 19~
Balanca per bank statermant E7.847.20
Add daposht for Mesch 31, nat racorded by bank, $E0.25
] $8,637.45
Dradusl cutstanding checks:
Ma 721
Adjusted balanes.................. e e TR E7.E17.40
Balance per JePOaAONS M8ENEE .. o eesvesesseoeees §7.832 50
Deduel service charges...... 16148
Adijvsted balange........cooceee ..

$7.817.40

It grrars in racording deposie of
chacks ars discovarad, assume thel \he Briors warg made by tha company. As-
sume hat M depochts are from cash sslas. All checks are in payment of vouchers,

4] :Vng:t;g:w amount o cagh in bank thal showkd appear on the balance sheet as of
R . .
{2) Reccrd the necessary antrles in genaral jowmal form. Tho acsounts havs pot been
closed. [Hinl 3548 47 4% 2 1863 48 A5 R+ = il
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