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— =~ Ryan Company currently uScs the FIFO method to accounl for its inventory but is consid-
ering a switch to LIFO before the books are closed for the year. Selecied daia for the year

are:
Merchandise inventery, January 1 . . . . . . . . . $ 357,500
Currenlgssets. . . . . . .« .« - o= oa ks os s 900,800
Towsl assels [opsrstingl. . . . . . . . - o 1,430,000
Cost of goords sold-{FFO). . . . . ... .. .. 851,700
Merchandiss inventory, Decermber 31 (LIFO] . ~ . . 386,100
Merchandise inventory, December 31 (FIFO) . . . . 471,900
Cument liabilities . . . . . . . . . . . . . PN 288,000
Motsates . .. . . . . . . . e e 958,100
Opersting axpanses . . ... -« -« - - - . 228,800
(24%)
Required
a. Compute the current ratio, inventory turnover ratio, and rate of relufn on
operating assels assuming the company conlinucs using FIFQ,
b.  Repeat part {a) assuming 1he company adjusts its accounts to the LIFO inventory
method.
=~ Lindy Weink, the new controller of the Waterloo Company, has reviewed the ex-
pected useful lives and salvage valuzs of selected depreciable assets at the beginning of 1993,
Her findings are as follows:
Accumiiated” U.Se f;lwe' . Sal Val
Type of Date Depreciaticn: n Yead vage Yaue
Asset Acquired  Cost 1/1/93 Old  Proposed O Proposed
. Building 1/1/87  $800.300 $114,000 40 45 $40,000  $62,000
Warehouse  1/1/90 10G,000 11,400 25 20 5,000 3,600

All assets are depreciated by the straight-line method. Waterloo Company uses a calendar
year in preparing annual financial statements. After discussion, management has agreed to
{12%) accept Lindy’s proposed changzs.

Aequired:
(a) Compute the revised annuai depreciation on each asset in 1993. (Show computations.)
{b) Prepare the entry {or entries) 0 record depreciation on the building in 1993.

On July 1,
1987, Moonglow Corporation purchased a building and land costing $800,000. Terms of
the purchase agreement required Moonglow to make a cash down payment of 10% of the
purchase price and sign a morigage note carrying an interest rate of 15% for the balance.
The mortgage note calls for monthly payments of $70,000, with the Brst payment due on
August 1, 1987, The compary’s Bscal year 2nds on December 31.

Required: .

1. Prepare journal entries to {1) record the purchase on July 1 assigning three-guarters of
the tohal cost to the building and one-quarter of the total cost to land and {2) record the
first two monthly paymesis.

2. Indicate how the liability for the mortgage noie payable would be reported on the
balance sheet at December 31, 1387, [
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(25%)
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On June 1,

1085, Maple Corporation purchased as a long-term investment fifty $1,000 par value,
12%, 10-year bonds for $51,440, plus acerued interest. The bonds mature on February 1,
1995, and pay semiannual interest on January 31 and July 31. '

On March 31, 1986, Maple s0ld one-half of the bonds for $25,350, plus acerued

interest. Maple uses the straight-line methoed of amortization of bond discounts and bond
premiums and rounds amounts 1o the nearest dollars.

equired:

1.
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Prepare journal entries to record the following:

2. The purchase of the bonds on June 1, 1985

b. The semiannual interest received on July 31, 1885, and the amortization of the
related bond diseount {or bond preminm)

¢. Accrued interest and amortization on December 31, 1985, Maple Corporation’s
fiscul year-end _

Prepare journal entries to record the following:

. The semiannual interest received on January 31, 1986, and the amortization of the
related bond discount (or bond premium}.

b. The bond sale on March 31, 1986. (Hint: Remember to bring amortization up to
date on the day of sale and to include accrued bond interest in the sale entry.)

e. Thessmiannual interest received on the bonds still being héld on July 31, 1986, and
the amortization of the related bond discount {or bond premium) on those bonds.

d. Accrued interest and amortization on Decémber 31, 1986.

Determine the amount of bond interest revenue that would be reported in Maple
Corporation’s income statement for the year ended December 31, 1986.

Hiustrate how the bond investment would be reported in Maple Corporation’s De-
cember 31, 1986, balance sheet. '

Prepare the journal entry that would be inade on February 1, 1895, when the bonds
malure.
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