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L. The following information is available for AAA _Company as of May 31, 2007:

the same date W $52.351.46.. :
b. A deposit of $5,220.94, representing cash receipts of May 31, did@ appear on the bank
statement. _—chede.  F%O.
c. Outstanding checks totaled $3,936.80. 1920009 = (325 _ %
4. d. A check for $1,920.00 remm the statement was recorded incorrectly in the check
register as $1,380.00. The check was fow -
e. The bank service charge for May amounted to $25. .
f. The bank collected $12,240.00 for AAA Company on a pote. The face value of the note
E/S was %Tz’,(?go 00. ——
g. An NSF check for $183.56 from a custo Greeno Wa returned with the statement.
>-h. The@ @akenly charged@thc c@pgg 1C¢
another company. - =g
1. The bank reported that it had ‘credited the account for $240.00 in interest on the average
balance for May. —_—

Required:

1. Prepare a bank reconciliation for AAA Company as May 31, 2007. (10%)

2. Prepare the entries in journal form necessary to adjust the accounts. (10%)

3. State the amount that should appear on the balance sheet as of May 31. (5%)

II. The@i Company owns i_p.étccn—t——of the voting stock %f the co Company. The. .

nvestirent account for this company on the Modf Company sibalance s cct ad a balance 0
._/_-—’—'*‘w :
/Won January-- 00 £ 049 > vat 01 ‘ [Py TEPOLted

quarterly €arnings ivi cnds paid:

Quarter Earnings Dividends Paid
1 $ 80,000 $ 40,000 =4e-0°°°
2 60,000 40,000 =77
3 160,000 40,000 = 1200V
4 (40,000) 40,000 = © -
Total $ 260,000 $160,000

The Modi Company exercises a signigicant influence over the operations of the Vivanco
C_ompany and therefore uses the equity method to account for its investment.

Required:

1. Prepare the entries in journal form that the Modi Company must make each quarter in
accounting for its investment in the Vivanco Company. (15%)

Prepare a T account for the investment in common stock of the Vivanco Company. Enter

the beginning balance, the relevant portions of the entries made in 1, and the ending
balance. (10%)

2.

<ﬂé‘\’g1€/%{/‘?>
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III. The information below pertains to Prancer Company for 20x7.

Net income for the year $1,200,000
5%, six-year convertible bonds issued at 94 ($1,000 per bond). Each 2,000,000

bond is convertible into 40 shares of common stock. Given that the

bonds were issued on January 1, 20x6, and the straight-line method

is used.

3% convertible, cumulative preferred stock, $100 par value. Each share 3,000,000
is convertible info 3 shares of common stock.

15,000 warrants were outstanding throughout 20x7. Each warrant could

be exercised to purchase one share of commorrstoek-for $10.

Common stock, $10 par value, J anuary 1, 20x7 ~=6.000.000
20% stock dividends were declared and paid on April 1, 20x7. boo, o
Treasury stocks of 24,000 shares were purchased on July 1, 20x7.

"Tax rate for 20x7 § 25%
Average market price of common stock $25 per share

Required: Please show your calculations to determine basic earnings per share and diluted

earnings per share, respectively. (Round to the nearest cent) (13%)

IV. Norton Construction Company.purchased a cement mixer for $225,000 on ﬁ\mzoxs.
The mixer is expected to have a useful life of six vears and a residual value of $15,000. The

company’s fiscal year ends December 31 and the depreciation calculation is rounded off to the

nearest whole month. S AL &g
e =y L+ 5;@(-55

[

Required: Please show your calculations to determine the depreciation expense for 20x5 and

Ml@ﬁr}gﬁ&;&fnﬂ@mgﬁs method. (Round to the nearest dollar) (6%) =

V. On January 2, 20x0, the first day of the operating year, BMD Company @ne piece of
ce.of $75,000. The old

equipment@ﬂgshﬁﬁ,@@&and a piece of equipment having a list pri .

equipment cost $150,000 and had carrying value of $82,000. %&\ = ble? 3(59\J 7&1. 32‘0‘9

i;§‘c> I—C’W\T/-‘A) R

Required: Prepare the proper journal entry to record the disposal of equipment, given that the

above transaction has no commercial substance. (6%)

VI. On January 1, 20x8, Qix Corporation issued $4,000,000 of 6% bonds, due in 8 years. The bonds
pay interest each June 30 and December 31. Qix uses the effective interest method, assuming

that the effective interest rate is 5%,

Required: Prepare the journal entries for the following dates: (1) January 1, 20x8, (b) June 30,

20x8, (c) December 31, 20x8. (Round to the nearest dollar) (15%) ~

I ’x.
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VII.Carli Company adopted a deﬁned benefit pension plan on January 1, 20x7, and funded the —

enfire amount of its 20x7 pension expense. The following information pertains to the pension
plan for 20x8 and 20x9:

20x8 20x9
Service costs : $200,000 $215,000
Projected benefit obligation (1/1) 180,000
Plan assets (1/1) 180,000
Company contribution (funded 12/31) 190,000 224,000
Discount rate 9% 9%
Actual (and expected) rate of return on plan assets 8% 8%

There are no other components of Carli Company’s pension expense.

Required: Prepare the journal entries to record the pension expense for 20x8 and 20x9. (10%)



