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Oruestion 1 (16 poinis) (Aec - = JgH IULH ; ij
O Docember 31, 20010, Mazaya Em_nga_nj_gggf_iiéd consullation Services far Bi_rfgi_r;'@mr@aag

and acceptad In exchange a_pLamnigsory nule with o face value of 350,400, a dus date of

December 31, 2013, and 2 stated rats of 10%, with interast receivable et the end of each year.
The fair value of the services 15 not readily determinable ard the note is not readily niarketable:

Under the circamstances, the note 35 comsidered Lo have 4l appropriate impualted rate of inierest of

5% ¥ MI& — pff;ﬂuw”‘

The followinp intercst factors are provided:
nterest Hate

——

. Table Factors Fur Three Pemads Ral 3 _10%.
4 Fulvre Value 0f 1 1.15762 1.33100
3 Present Valuc of 1 Bp38L T5152
. Fulure Value of Ordinary annuity of 1 3.15250 331000
e present Value of Ordinazy Aonnity GE1 272325 2 AB68D
£, Required

il for bolk companies. (8 poitts)

(a) prepare tite eniy far the issnance of the pots

_ Bivzeit Company  _ _ — —
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(o) Fil in the following Schecule of Note Premum Amortization under the effective intnest

method. (Round to whole dollars.) (6 points)

Schedule of Mot Premilm Amortization
Hffeclive Inteicat Metmnod

 lowpso/emt TCNREY
'] Cash Interesi T Premivm Curyyving Value

 pie | BesledER _"EHEE‘P___\ _ Amortized | ofNote

12/31/10 | ¥y, e if |

| 1231001 45,500 :v,kj; 10 2 L-“ij 1499 N F5y 45 */
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Ouestion 2 __-,’_I_U_imints_}

Cn June | 2012, Bisan Comrpany factored receivables wilh a CALLYINg amount of 3450,000 1
Falesting Commercial Banl on 8 with recourse hasis. The bank assesses 5 Finanee cliarps ol 3%
of 1he receivables and mtaimﬁﬁ_l’_’rh_&hraﬁﬂivaﬁﬂes for piabahle adjustments. Kelative (3 this
Lransaction the recourse obligation Lias a fair value of £3,500.

&) Prepare the jpurnal entry on June 1, far both Disas Cempany and Falestine Commercial
[ iy Bank [or receivahles sold with recourse,

r

DI P e e e
TN - g jjlflale.mei]uﬁuﬂma] Bank

O g@ﬂ) Recesable  Horono

: 97,560 Cedue o bisent (o mpony 21,550
. cdae Frops P‘dﬁ’ﬁ"l f}f&ﬂh Cr Cicnce. (o0 Lfi'ﬁ} r;l o

Cr. [‘}]FJMEJ Lecieaable Yger? || Yy, o0
k i L~ By, (}J_Srl : rf

~ Grreparse Kby Eger T T ———— Fa-

_F'_'_‘_,_,—"'- SR

b} Assume that Tsap. factors the receivables on a Without recourse bagis, What will he the
factor's net income under this transaction.
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Question 4 (7 points)

Lypical halance gheg classifications are a3 follows,
d. lotangible Aggase

B Investinengs

C. Retained Barnings 3

d. Capital Stock g

€. Mol Reported on Ralance Sheet k.
L Current Liabilitias s

AR

- |

BT —

CL. Cash Infiows ]
CO. Cash Outflows
INC. Non-Cash ftem

Long-Term Liabilitics
Curtent 4szets

Addiiona] Pajd-1n (apital
Plant Assets

Motes to Financial Slaremen -
Oither Assets

Indicate by nse of the above lettzrs how cach of the following iteins would be claseified op a
halance sheet Freparce at recember 21 2 2010, Il a contpa SLCOUNL, OF 4Ny amount that js mefritive
Ur oppasite the normal balsoce, put parentheses () atound the ferpor selected. A lotter may be

uitd mate than once or fort at all,

_J;-_ I Renlal revenues £, 3 months o 3F
vollected in advapes
C B8
& 2. Dividends in arreas op prefered
stock i 9
3. Lguity scourities classified as
trading 2 e 54

b
o4

Advances tn em ploivees

0 a3

N

Unzmortized premium o bomds
payable due in 2015

_¥ 6. Bondindenture covenant

T
414

Matural resouree timberlznds

Earnings nat distributad 1o
stockholders ’

Budgeted salaros to em Ployees
within nesd yezr,

Investment in honds of anuther
tampany, will be held to 2013
rmaturity ;
Clirent maturity of honds payable
Prelered slock ($10 par} .

Land held for specylatlon

Deficit (no net income oarred sirce
beginning of com pany)
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aestion 5 - Multiple Choice Ci;_m.ﬁticrm; {15 puinis’

1, Sinokrot Company requites a uew manufactoring facility in Nablus, Maaagement found four
locationy; all of which would provide needed capacily, the only difference 1s ithe price.
Localion A may be purckased for 5500000, Localion B rav be acquired wilh a down
payeent al $100 000 and annual payments at the =nd of each of the next twaoty years of
$20,000, Location € requires $40L000 payments al the boginning of cech ol the next twenty-
five years. Location D requires $45,000 payments at the_cud af cach of twenly five years
Starh]g after 5 years. Assuming Sinakrot's borrowing costd are 8% ps per annum, which optier
i5 tae least cosfly lo Sinokrol Company?
Information on present value Faclors 18 as follows:

Prasent value of 1 st 8% for 4 periods 0.74
Present value of ag ordiaacy anonity of 1 at 8% for 20 periods 882
Present value of an ordinary annuity of 1 at 8% for 25 periods 10.67%

2. Location T
L Location €.
A L Py i

d. Location I3,

Z. Neely Co. disclosed in the notes 1o its Onancial stalements that & sipnificant rumber af its
unszcured trade account reccivables ace with companies thal operale in the same industry.
Thiz disclosure is required to inform finauncial statement vsers of the existence of:

a. Concentraticn of market risk.
@‘jﬂn accntration of ceedit risk.
¢. Risk of measurement uncertainiy.
i. Off-balance sheet risk of acconnting loss,

3. Accounting policies disclosed 1n the notes to the financial statements lypically include all of
the following cxcept
ﬁ_ﬁsiguificanl inventory puichasing pohciss
. the depreciation methods used
c. significanl estimates mads
d. the cost flow assumption used

4. Which of the following is not a roquired supplemencal disclosure for the balance sheet?
4. Contingeocics
b. Contractual situations
c. Accounting policizs
@.'lFin&nuial forecasts

Lry

Hilltop Co.'s monthly bank statemeut shows a Lalawee of $34,200. Reconciliation of the
statement with company books reveals the following informatinn:

Bank ssovice charge 210
Insufficient funds check 650
Checks outstanding 1,500
Deposits in transil ) 3s0

CLeck depostied by Hilltop and cleared by the bauk far $125, bui improperly recouded by
Hilltop as $152.
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What 15 the nat cash balance afted the ieconciliation?
A $97.96%
b. $53,023
EA%32,050
o RS20

6. Marr Co. had the following sales and zccovats receivable balances, prior Lo any

adjustments at year end: \ N Bpeuo
Credil zales F10.000,000 5 —
Arconnts receivable 3,000,000 FKT;TE a2 . L
Allowance for nucollestible accouats {debit balance) S0,004 P —

iy —_— qgr L‘jﬁ:ﬂ

Marr uses 3% of accounts receiveble to determine its allowance for uncollectible acoounats at
vear end. By what amouat should Marr adjust its allowance for uncollectible accounrs al year
end?

a. 50 o jfc-\g_,
b. $40,000 0.3 Cash -d{;ﬁ
¢ 590,000 T
O 140,000 'j;‘i %'s:..'t“ P T peenpee®

7. Sliznek Inc assigns 31,500,000 of its accounts receivablss as collateral for a 31 mitlion loan
wilk a hank. The hiaonk sgsesses a 3% finance fee on lozn and charpes mterest on the note at
G%. Whal would Le (he jourmal eolry to recocd this transecticn?

Gj Diebit Cash for $970,000, debit Finance Cherge for 330,000, and credit Notes payzble for

$1,000,000.

b Tehit Cash for $970,000, cebit Finsnce Charge for $20,000, and credit Accounis
Receivable for $1,000,000.

v Dehit Cash for 3970000, debit Finance Charge for $30.000, debit Due fiom Bank {or
$300.000, and credit Accouats Receivable for $1,500,000.

ol Diehir Cash for $910,000, debit Finance Charge for $20,000, and credit Notes Payable for
31,000,000, '

8. If a petty cash fund is established in the amount of $250, and contains $158 in cash and 99 in
receipts for disbursements when it is replenished, the journal entry to record replenishment
should include credins to the following accounts
a. Peily Cash, $92. :

b. Petty Cash, $151. e G o

(<. Cash, $92; Cash Over and Short, §7. Df'd\n +
Cash, $151. ' 2
ash, $151 G Gy A

O (On January 2, 2010, Wine Corporation wishes to issus $2,000,000 (par value) of its 8%, 10-
year bonds. The honds pay interest anaually on January 1. The current yisld rate on such
honds s 10%. Using the interest factors below, compute the amount that Wine will realize
from the sale (issuance) of the bonds.

Fresens value of 1 at 89 for 10 periods 04534
~.1 Present valne af 1 at 10% for 10 periods (.3855
Freseui valus of an ordinary annuity at ¥7% for 10 periods a. 7101
Present valos of an ordinary anauity at 10% for 10 pesicds (3. l440
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z. 51,860,000
TN E1,754,130
Tel $2,000,012
d. $2,212,052

L. PAL-Safe has recently acquired notes recsivable and decides on Thzermber 31, 20172, to use
the [uir value oprion for Lhese recuivables. The notes receivable have @ fair valve of $750,001
and = canying amouut of 1645000, At December 31, 2012, PAL-Safe makes an adjusting
eatry Debit/Cradit to:

a. lir. Notes Receivable 150,000.
T, Cr. Unrealized Holding Gain or .oss- Fquity 105,000,
c. {r. Unrealized Holding Gain ar Luss- Tncome 105,000,
{d} Cr. Notes Receivable 105000,
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