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312 - Spring 2008 ACCT 312 -  2008  Spring 

TT. . BeeBeed-GBB d - GBB 31315 5 
243-498243-4983 3 
teresa.beed@business.umt.edu 

Office Office hourshours: :  TWR TWR 10-110-12 2 
alsalso o bby y appointmenappointment t 

Note:Office hours may change sometimes 

Date Date Reading Reading Assignment Assignment 
Jan. 22 Jan. 22 Introduction Introduction 

24 24 13 13 013-14: E13-2*, Attached Warranty Problem 013-14; E13-2*. Attached Warranty Problem 
29 29 66(267-276(267-276) ) 06-3 ; E6-1,2,3,4, 7, 11 06-3; E6-1,2,3,4,7,11 
31 31 6(2776(277-288-288, , 291-292)  291-292) 06-8: E6-6,8, 1 O: P6-3*,4*,5+ *,7*,8* 06-8; E6-6,8,10; P6-3*,4*,5+*,7*,8* . 

FebFeb.. 5  5 12(557-575) 12(557-575) E12-8*; P12-4* E12-8*; P12-4* and Academic Conduct Code  and Academic Conduct Code 
Assignment due by classtime Assignment due by classtime 

7 7 12(557-575) 12(557-575) E12-6*; P12-3* E12-6*; P12-3* . 
12 12 12(575-584) & Appendix12A 12(575-584) & Appendix12A E12-17;P12-8; E12-22 E12-17;P12-8; E12-22 
14 14 3(Part C) & 5(Part B) 3(Part C) & 5(Part B) E3-13:P5-8E3-13;P5-8*.9*,9** . 
19 19 Exam I Exam I 
21 21 14*(660-675) 14*(660-675) E14-3; P14-1(Part 1 & 2 only) E14-3; P14-1(Part 1 & 2 only) . 
26 26 14*(660-675) + Handout 14*(660-675) + Handout 

Bond Amortization Tables Bond Amortization Tables E 14-7*, 11 ; P 14-4 E14-7*,11; P14-4 
28 28 14(679-683) & 14(Part C) 14(679-683) & 14(Part C) E14-18*,19*; C14-10 E14-18*,19*; C14-10 . 
4 4 14(675-679) & Appendix 14 14(675-679) & Appendix 14 E14-15,16; P14-20  E14-15,16; P14-20 

Mar. Mar. 6  6 No Class -No Class - Work on First T earn Project due Next Class Period  Work on First Team Project due Next Class Period 
11 11 15 (710-720) 15 (710-720) E E15-1,215-1 ,2** & (First Team Project Due)  & (First Team Project Due) 
13 13 15(720-727) 15(720-727) E15-4,5,6; P15-3 E15-4,5,6; P15-3 . 
18 18 1515(727-736(727-736) ) Attached Lease Problem A+ and B+ Attached Lease Problem A+ and B+ 
20 20 15(736-739) & Part D 15(736-739) & Part D 015-13,16; E15-25,26 015-13,16; E15-25,26 . 

March 24- 28 March 24 - 28 SPRING BREAK SPRING BREAK . 
Apr. Apr. 1  1 Exam 11 Exam II 

3 3 
8 8 

18(892-908) 18(892-908) 
18(908-914)& Appendix 18 18(908-914)& Appendix 18 

E18-3*,4*; O18-1,4,7 E18-3*,4*; 018-1,4,7
P18-2,3*, 13 P18-2,3*,13 

 . 

10 10 18(914-925) + Handout on 18(914-925) + Handout on Attached Stock Divid/Split Problem and Attached Stock Divid/Split Problem and 
Pref. Dividend Examples Pref. Dividend Examples Attached Preferred Dividend Problem+ Attached Preferred Dividend Problem+ . 

15 15 19(965-969) + EPS Chart & 19(965-969) + EPS Chart & E 19-14, 15; P 19-8*  E19-14,15; P19-8* & (Second Team Project  & (Second Team Project 
WACSOS Handouts WACSOS Handouts Due)  Due) 

17 17 19(970-979)& EPS Process Handout 19(970-979)& EPS Process Handout E19-19; Attached EPS Problem A  E19-19; Attached EPS Problem A . 
22 22 19(979-986) 19(979-986) Attached EPS Problems B, C+, and D+ Attached EPS Problems B, C+, and D+ 
24 24 21 *, Appendix 21 B + Cash 21* , Appendix 21B + Cash Attached Cash Flow Problems A and B Attached Cash Flow Problems A and B 

Flow Process Handout Flow Process Handout 
29 29 2121* * Completely redo United Brands Co (pgs. 1062-Completely redo United Brands Co (pgs. 1062¬ 

1079) using T-account method.* + 1079) using T-account method.* + 
May May 1  1 212 1 * * P21-11P21-11**+ + . 
Final Week Final Week - - Exam Ill  Exam III Section  Section I is Monday, May 5, from 1 :10-2;40pm I is Monday, May 5, f rom 1:10-2;40pm 

Section II Section II is Thursday, May 8 from 1 :10-2:40pm  is Thursday, May 8 from 1:10-2:40pm   .
• Key: Key: *Additiona* Additional l informatioinformation n attacheattached d ++  EacEach h wortworth h 22  homeworhomework k checkchecks s 
• Last Last daday y tto o drodrop p iis s MarcMarch h 44. . NNo o dropdrops s wilwill l bbe e signesigned d afteafter r thithis s datedate. . (NOTE(NOTE: : 

ThiThis s datdate e iiss  totoo o latlate e fotor r aa  refund.refund.) ) 
• Basic Basic gradingrading g standardsstandards: : 9090% % fotor r aan n AA,,  8080% % fotor r aa  BB,,  7070% % fotor r aa  CC,,  anand d 6060% % fotor r 

aD. a D. 
• • TherThere e arare e nno o extrextra a assignmentassignments s tto o improvimprove e gradegrades s 



• I will use the + and - grading option, especially for borderline cases. 
• C a l c u l a t o r s 

o O n l y H P 1 0 B  o r HP10BI I  o r TI BAI I  o r TI BAI I+ m a y  b e u s e d d u r i n g e x a m s . 
o  N o e x c u s e s if y o u r c a l c u l a t o r d o e s n o t w o r k d u r i n g  a n e x a m . Y o u w i l l 

f i n i s h t h e e x a m w i t h o u t o n e in t h e s a m e a l l o t t e d t i m e . Y o u m a y n o t s h a r e 
w i t h a n o t h e r . 

• Homework 
• Homework points are based on homework tu rned in and credit received as a percent of 

total points received on all homework co l lected. For examp le , if you get credit for 8 0 % of 
the homework , you wil l get  24 points (30 x 80%. ) 

• Make a copy of your homework each day. I wi l l col lect a copy at the b e g i n n i n g of every 
c lass. This is what I wil l g rade. Make the copy very legible for grad ing purposes. You 
can correct and keep the or ig inal to study wi th . I  do not accept late homework . 

• The syl labus and/or homework ass ignments may change with advance not ice either in 
c lass or by e-mai l . You are responsib le for all changes . 

•  No credit wil l  be g iven on homework or e x a m prob lems unless all ca lculat ions are shown 
and labeled and the prob lem is comple ted when tu rned in. 

• If pages ass igned don' t co r respond exact ly wi th homework ass igned, keep reading until 
you cover the homework mater ia l . 

• I n c o m p l e t e s are not g iven for fai l ing grades. S e e the universi ty cata log for the condi t ions 
under wh ich an incomplete may be g iven. 

• There are  n o m a k e u p e x a m s un less you contact  me in advance and I agree to an 
al ternat ive. Makeup exams wil l  be g iven before everyone e lse takes the e x a m , not after. 
Few makeup exams wil l  be g iven. 

A c a d e m i c C o n d u c t C o d e A s s i g n m e n t All s tudents must pract ice academic honesty. 
Academic misconduct is subject to  an academic penal ty  by the course instructor and/or a 
discip l inary sanct ion by the Universi ty. All s tudents need to be fami l iar with the Student conduct 
code. The C o d e is avai lable for rev iew onl ine at 
h t tp : / /www.umt .edu /SA/VPSA/ index .c fm/page /1321 . Read the Code. 
1) Tel l  me w h a t t h e t e a c h e r c a n  d o and w h a t t h e u n i v e r s i t y c a n  d o if you are caught cheat ing 
on an e x a m , copy ing homework or any other ass ignments , or turn ing in wo rk of any kind that you 
did not  do and c la iming you did it yourself . 2) After reading the Code, what type of cheat ing do 
you th ink is most prevalent today that you have w i tnessed? D u e d a t e  i s c l a s s t i m e  o n 
T u e s d a y , F e b r u a r y 5. Th is must be typed and spe l lchecked. 

A d d i t i o n a l I n f o r m a t i o n 
E13-2 A lso do the adjust ing entry in each case 
P6-3,4,5,7,8 Do all of these as present va lue prob lems. It wil l help if you do P6-5 last. 
E12-8 1) Include closing entr ies for 2006 . 
P12-4 Note that the prob lem includes info that happened dur ing the year before you started 
do ing entr ies in December . You need to include th is info to do Part  2. Sett ing up T-accounts and 
post ing to t hem before you do the entr ies a lways helps. Then post to the T-accounts after you do 
the entr ies also to f ind the new ba lance in each account . 
E12-6 Include c los ing entry(s) for 2006. 
P12-3 Include c los ing entry(s) for 2006 and 2007. 
P5-8 a n d P5-9 After comple t ing these prob lems, calculate operat ing cycle for each one also. 
This is the n u m b e r  o f d a y s it takes to go f rom cash ^ inventory ^ Acct . Rec. ^ cash . 
E14-7  D o prepare an amort izat ion schedule for the first four years of the bond . 
E14-18 Only do the entr ies for Gless . For this one p rob lem, do assume straight- l ine 
amort izat ion. It is done just like straight- l ine deprec ia t ion. See page 672. After using the book 
va lue method to do Requ i rement 3,  do the entry over by using the market va lue method instead. 
E14-19 Only do the entr ies for L imbaugh . 

http://www.umt.edu/SA/VPSA/index.cfm/page/1321


E15-2  Do all entr ies for all three years for the lessee and lessor. The $96,000 advance payment 
is the s a m e as a down payment . 
E18-3 Note that this exerc ise cont inues on the next page in the book. 
E18-4 A s s u m e the market va lue of the stock is $9 per share for the ent ire year. Then , after 
complet ing all the entr ies requi red, redo the last entry assuming that you did not know the market 
va lue of the stock. 
P18-3 Note that the prob lem is a l ready in mil l ions of dol lars, so don' t  do mil l ions on top of that as 
book indicates. 
P19-8 A s s u m e stock d iv idend w a s given on May 1, not May 15. 
C h a p t e r 21 - Do a l l homework using the T-account method instead of the spreadsheet method . 
C h a p t e r 21 - U n i t e d B r a n d s p r o b l e m . Redo all entr ies and fill in T-account sheets that were 
g iven to you by fo l lowing the format  on the C F S Process Handout sheet. Check to see if your 
overal l work wou ld have resul ted in the Cash Flow Sta tement on page 1054. Also do the Indirect 
Method after comple t ing the above ass ignment . 
P21-11 
1)  On the Ba lance Sheet - Accounts Receivable and the A l lowance account are shown as 
separate accounts in this p rob lem. A n d ,  on the Income Statement , there is a Bad Debt Expense 
account . In the first ent ry you  do with A/R and Sales, you must also now include the A l lowance 
and Bad Debt Expense accounts . See the entry in the green box  on page 1069. 
2) Treat the Tax Sav ings account as a separate account 
In the Additional Information Section: 
• Item a. needs no entry s ince you ' took care ' of the A l lowance account and A/R in your first 

entry. Aga in , see the info in the green box on page 1069. 

• Discussion on how to do the entry for i tem c. is found in the green box on the top of pg . 1076 

• Ignore i tem e. for now. It is much easier to take care of the Deferred Income Tax Liabil i ty 
account when you do the entire income tax s u m m a r y entry. A lso, when do ing the income tax 
summary entry do not forget the tax sav ings account . So, the income tax summary entry wil l 
include the fo l lowing accoun ts : defer red income tax liability, i ncome tax expense , the tax 
sav ings account and , of course, cash to make it all ba lance. 

• At the very end , when the c los ing entr ies f rom the Income Statement wil l not yet make 
Reta ined Earnings ba lance, and you still need a debit  to  RE to make it ba lance, cons ider the 
one other c o m m o n t ransact ion entry that cou ld make RE go d o w n . (Only Net losses and one 
other t ransact ion c o m m o n l y make RE go down. ) 

3)  Do not take t ime to try to do the indirect method for this p rob lem. 

T e a m P r o b l e m A s s i g n m e n t s - F O L L O W D I R E C T I O N S 
I wil l assign you to t eams of three dur ing the first w e e k of c lass. (If one of your par tners drops the 
c lass, you wil l just have a t eam of two members . If both of your t eam members drop, I wi l l assign 
you to another group.) Y o u may not change t eam members . The two t eam prob lems are listed 
below. Read the prob lems. Type a response to the requ i rements in the p rob lem. Handwr i t ten 
informat ion wil l  be ignored. All t eam members must sign a paragraph stat ing what p e r c e n t of 
wo rk each did on each p rob lem. For th is, there must be indiv idual s ignatures, not just a typed 
name. Scores wil l  be ass igned accordingly. Late p rob lems won' t count . Everything wil l  be 
g raded including typos, wri t ing ski l ls, neatness, comple teness , c o m p a r i s o n  t o p r o b l e m s 
r e c e i v e d f r o m o t h e r t e a m s ,  as wel l  as appropr ia te thought fu lness in the answers . T e a m 
prob lems wil l  be g raded 0-15 points. I  am not a resource for these prob lems. Y o u are g raded on 
how your t eam does . Show and label all wo rk for full credit . Here are the two t eam p rob lems : 

• P14-19 (pages704 -705 ) See page 686 in text regard ing induced convers ion . D u e  b y 
c l a s s t i m e  o n T u e s d a y , M a r c h 1 1 . 

• C a s e 18-2 ( p a g e s 941-942) D u e  b y c l a s s t i m e  o n T u e s d a y , A p r i l 15. 



P o i n t s 
450 3 Midterm Exams (each wor th 150 points) 

30 2 Group Prob lems (each wor th 15 points) 
10 Conduct Code Ass ignment 
30 Homework 

520 Total points 

E-mai l a d d r e s s e s I wil l send you c lass informat ion v ia e-mai l ,  so you should check your e-mai l 
several t imes a week . All e-mai l wil l  be sent to your U M e-mai l account fo rmat ted for examp le as 
i ames . iones@umontana .edu . 

T e x t b o o k : Intermediate Accounting, Fourth Edit ion, Sp ice land, Sepe, Tomass in i , McGraw-Hi l l 
Irwin, 2007 . 

S c h o o l  o f B u s i n e s s A d m i n i s t r a t i o n M i s s i o n S t a t e m e n t : The facul ty and staff of The Schoo l of 
Bus iness Adminis t rat ion at The Universi ty of Montana-Missou la are commi t ted to excel lence in 
innovat ive exper ient ia l learning and professional growth through research and serv ice. 

W A R R A N T Y P R O B L E M
C h a p t e r 13 

 

Sero Corporat ion in t roduced a new line of commerc ia l ba rbecues in 2003 that carry a two-year 
product war ranty against manufacturer 's defects . B a s e d on its exper ience with prev ious product 
int roduct ions, war ranty cos ts are expec ted to approx imate  2 % of sales dur ing the first 12 months 
fo l lowing the sale and  4 % in the next 12 months . A s s u m e product sales in January of 2003 were 
$4,000,000 on credit and actual war ranty expendi tures were $100,000 in 2003 and $140,000 in 
2004 . Sero also sells a 3-year ex tended war ranty that b e g i n s when the product war ranty ends . 
In January , 2003 , Sero sold $330,000 of these ex tended warrant ies. 

a. Give all the entr ies necessary for the product war ran ty for 2003 and 2004 . Give the 
ba lance in the Es t imated War ran ty Liabil i ty account at the end of each year. 

b. Give all the entr ies necessary for the ex tended war ranty for 2003 - 2007 . Give the 
balance in the Unearned revenue account at the end of each year. 

mailto:iames.iones@umontana.edu


L E A S E P R O B L E M A 
C h a p t e r 15 

Lessor leased a crane to Lessee for 6 years beginn ing on January 1, 1998. Each 
payment is $43,329 and the first payment is made on Dec. 3 1 , 1998. 
Cost of the crane to the lessor w a s $120,000 . 
Es t imated useful life of the crane is 10 years and the es t imated residual va lue at the end 
of the 10 years is $10 ,000. 
Sel l ing price of the crane is $200,000. 
There is no title t ransfer and no bargain purchase opt ion in the lease. 
Es t imated residual va lue at the end of the lease te rm is $20,000 and it is not guaran teed 
by any party. 

• Lessee 's incrementa l bor rowing rate is 1 3 % and the lessee also knows that the lessor 's 
implicit rate is 10%. 

• Future paymen ts are expec ted to be predictable and there are no cost uncer ta int ies left 
out of the contract . 

1. Wha t type of lease is th is for the Lessee? Check all four cr i ter ia and show all wo rk for 
your answer. 

2. Wha t type of lease is th is for the Lessor? Check all four cri teria plus the two addi t ional 
lessor cr i ter ia and show all wo rk for your answer . 

3. Do a comple te amort izat ion table for the lessee and the lessor. (Hint: they are not the 
same table.) 

4. For both the Lessee and Lessor, give the entry or ent r ies at the incept ion of the lease and 
at the first payment date. (See p a g e 732  o f t h e t e x t f o r h e l p  in d o i n g t h e L e s s o r ' s 
f i r s t e n t r y . ) 

L E A S E P R O B L E M B 
C h a p t e r 15 

Lessor 's cost of the leased asset is $20 ,000. 
Lease te rm is 4 years start ing January 1, 2 0 0 1 . 
Es t imated useful life of the leased asset is 6 years . Residual va lue is zero at that t ime 
It is es t imated that  on December 3 1 , 2004 , the residual va lue of the leased asset wil l  be 
$4,000 and the lessee d id agree to guarantee th is amount . 
The lease has a purchase opt ion of $5,000 at the end of the lease te rm. 
Lessee 's incrementa l bor rowing rate is 13%. The lessor 's implicit rate is 1 2 % and the 
lessee knows this. 
Tit le does not t ransfer un less the purchase opt ion is used . 
Sales price of the leased asset  on January 1, 2001 is $42,150. 

• Bo th of the addi t ional lessor cr i ter ia have been met. 
Four annua l lease payments are due on January 1 of each year dur ing the lease t e rm , 
and the first payment of $11,643 is due at the incept ion of the lease te rm. 

Round all wo rk to the nearest dol lar for this p rob lem. 
1. Wha t type of lease is this to the lessee?  To the lessor? Show your work for each 

answer.  Do a comple te amort izat ion table. 
2. Do the entry or entr ies for the lessee at January 1 and Dec. 3 1 , 2 0 0 1 . 
3. Do the entry or entr ies for the lessor at January 1 and Dec. 3 1 , 2 0 0 1 . 



S T O C K D IV IDEND ( A N D S T O C K SPLIT ) P R O B L E M 
C h a p t e r 18 

Simco Corporat ion has the fo l lowing s tockholders equi ty: 
C o m m o n Stock, Par $12, 100,000 shares author ized, 20 ,000 shares outs tanding $240,000 
Addi t ional Paid in Capi ta l $ 70,000 
Reta ined Earn ings $500,000 

A s s u m e the market value of the stock is $20 per share for the ent ire year. 

Each of the fo l lowing is an independent case : 
1) a. A s s u m e S imco dec lared and paid a 1 0 % stock d iv idend dur ing the year. Do 

the entry. 
b. Redo s tockholders equi ty after the above entry. 

2) a. A s s u m e S imco dec lared and paid a 3 0 % stock d iv idend dur ing the year. Do 
the entry assuming Reta ined earn ings is af fected. 
b. Redo s tockholders equi ty after the above entry. 

3) a. A s s u m e S imco gave out a 2-for-1 stock split. Prepare a m e m o indicat ing 
what happened due to the split. 
b. Redo s tockholders equi ty after the stock split. 

P R E F E R R E D S T O C K D I V I D E N D P R O B L E M 
C h a p t e r 18 

Five Cases : Compu te Div idends 
The charter of G u m Corporat ion author ized 5,000 shares of  5 % preferred stock, par va lue $20 

per share, and 8,000 shares of c o m m o n stock, par va lue $50 per share. All of the author ized 
shares have been issued. In a f ive-year per iod, annua l d iv idends paid in chronolog ica l order 
were $4,000, $40 ,000, $32,000, $3,000, and $42,000, respect ively. Compu te the dol lar amount 
of d iv idends that wou ld be paid to each c lass of s tock for each year under the fo l lowing separate 
cases : 
Case A - preferred stock is noncumula t ive and nonpart ic ipat ing 
Case B - preferred s tock is cumulat ive and nonpart ic ipat ing 
Case C - preferred s tock is noncumula t ive and ful ly part ic ipat ing 
Case D - preferred stock is cumulat ive and ful ly part ic ipat ing 
Case E - preferred s tock is cumulat ive and part ial ly part ic ipat ing  up to an addi t ional  2 % 



E A R N I N G S PER S H A R E P R O B L E M A 
C h a p t e r 19 

Anso C o m p a n y had 300,000 shares of c o m m o n stock outs tanding at January 1, 2003 . 
Anso C o m p a n y had 10,000 shares of 3%, $100 PV, convert ib le, noncumula t ive preferred 
stock at January 1, 2003 . Each share of preferred can be conver ted to 3 shares of 
c o m m o n stock. 
Anso had $900,000 of  8 % convert ib le bonds at January 1, 2003. Each bond is 
convert ib le into 36 shares of c o m m o n stock 
Operat ing income for 2003 is $815,000 
Extraordinary gain (net of tax) is $15,000 
Net Income is $830,000 . 
On Sep tember 1, the c o m p a n y sold an addi t ional 36 ,000 shares of c o m m o n stock 
Anso dec lared and paid d iv idends of $3 per share on the preferred stock in 2003 
There are 30,000 stock opt ions that al low the holders to conver t each opt ion for 1 share 
of c o m m o n stock at an exerc ise price of $25 per opt ion. 

• There are 20,000 stock warrants that al low the holders to conver t each warrant into 1 
share of c o m m o n stock at an exerc ise price of $38 per warrant . 

• Average market price of Anso 's stock in 2003 w a s $36 per share. The end of year 
market price per share of Anso 's stock w a s $33 per share. 

• Anso 's tax rate is 4 0 % . 

Using the EPS process handout , calculate Bas ic EPS and Di luted EPS for Anso for 2003 . 

E P S P R O B L E M B 
C h a p t e r 19 

Spencer Inc. had the fo l lowing informat ion at the end of 2004 : 
• Tax rate - 4 0 % and Net Income of $520,000. 
• 150,000 shares of c o m m o n stock outs tanding all year 
• 5,000 shares of 6%, $100 par, nonconver t ib le , cumulat ive preferred s tock 
• 6,000 shares of 5%, $80 par, cumulat ive preferred stock, each convert ib le into 1.2 shares 

of c o m m o n stock 
• 600 bonds , 8%, each convert ib le into 32 shares of c o m m o n stock 
• 300 bonds , 6%, each convert ib le into 18 shares of c o m m o n stock 
• Opt ions to purchase 2,000 shares at $5. The average market price of c o m m o n stock for 

the year w a s $8. 
R e q u i r e d : Compu te a comple te EPS schedule for 2004 for Spencer . 



EPS P R O B L E M C 
C h a p t e r 19 

At the end of 2004 , Richardson Corporat ion showed the fo l lowing: 
• C o m m o n stock, no par, author ized 400,000 shares, 200 ,000 shares outs tanding at 

January 1, 2004 
• 2,000 Treasury shares acqu i red on June 1, 2004 (at cost) 
• 1 0 % Stock d iv idend issued, November 1, 2004 
• 10,000 shares of Preferred Stock, 4 % , par $20, noncumula t ive , nonconver t ib le 
• Cont r ibuted capital in excess of par, preferred s tock is $75,000 
• Reta ined Earnings is $942,000 (no cash or proper ty d iv idends were dec lared dur ing 

2004) 
• $56,000 Bonds, Ser ies A, 7%, each bond is convert ib le to 15 shares of c o m m o n stock 
• $400,000 Bonds, Ser ies B, 6%, each bond is convert ib le to 62 shares of c o m m o n stock 
• Income f rom operat ions is $380,000 
• Extraordinary gain (net of Tax) is $15,000 
• Loss f rom Discont inued operat ions (net of tax) is $5 ,000 
• Net income is $390,000 
• Average income tax rate for 2004 is 3 0 % 

R e q u i r e d : Compu te a comple te EPS schedule for 2004 for R ichardson 

EPS P R O B L E M D 
C h a p t e r 19 

Minney, Inc. had the fo l lowing informat ion for 2004 : 
• C o m m o n stock outstanding all year, 10,000 shares 
• Opt ion to purchase 2,000 shares at $8. The average market price of c o m m o n stock for 

the year w a s $13. End of year market price w a s $14. 
• 500 ,  6 % bonds, each convert ib le into 8 shares of c o m m o n stock 
• 200 ,  8 % bonds, each convert ib le into  28 shares of c o m m o n stock 
• 1,000 shares of 9%, $100 par, cumulat ive preferred stock, each convert ib le into 6 shares 

of c o m m o n stock. 
• 500 shares of 7%, $100 par, noncumula t ive , nonconver t ib le preferred s tock 
• 4 0 % tax rate 
• Income f rom operat ions is $60,000 
• Gain f rom d iscont inued operat ions (net of tax) is $12,000 
• Net Income is $72,000 

R e q u i r e d : Compu te a comple te EPS schedule for 2004 for Minney 
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Rival Co. had the fo l lowing balance sheets : 
2006 2007

A s s e t s 
Cash $ 10,000 $ 15,000 
Accoun ts receivable, net 35,000 26,700
Inventory 60,000 85,000
Property, plant, and equ ipment , net 75,000 70,000
Patent 12,000 10,000

$192,000 $206,700

E q u i t i e s 
Account payable $ 6,500 $ 6,200 
Long te rm liabil it ies 60,000 40,000 
C o m m o n Stock 100,000 125,000 
Reta ined Earn ings 25,500 35,500 

$192,000 $206,700 

 

 
 
 
 
 

Income statement has three accounts : Revenue of $100,000 , cost of goods sold of $60,000, and 
expenses of $25,000. 

Addi t ional in format ion: 
• During 2007 , c o m m o n stock w a s sold, long te rm debt w a s ret i red, and d iv idends of 

$5,000 were dec lared and pa id . 
• The income statement showed a total of $7,000 for deprec iat ion and amort izat ion 

comb ined . (You f igure out how much belongs to each. ) 

R e q u i r e d : 
• Do all the entr ies, post to the T-accounts prov ided, and comple te a fo rma l Cash Flow 

Sta tement using the Direct Method. 
• Once done with the first requ i rement , now do the indirect method for cash f low f rom 

Operat ing Act iv i t ies. 



C a s h F l o w S t a t e m e n t P r o b l e m B 
C h a p t e r  21 

Miner Co. had the fo l lowing balance sheets : 
2006 2007 

A s s e t s 
Cash $ 17,000 $ 2,300 
Accoun ts receivable, net 45 ,000 42,000 
Inventory 23,000 36,200 
Property, plant, and equ ipment , net 165,000 147,000 
Patent 17,500 

$250,000 $245,000 

E q u i t i e s 
Account payable $ 40,000 $ 50,000 
Long te rm liabil it ies 90,000 95,000 
C o m m o n Stock 100,000 120,000 
Addi t ional paid in capi tal 40 ,000 40,000 
Reta ined Earn ings (20,000) (60,000) 

$250,000 $245,000 

Income statement has three accounts : Revenue of $160,000, cost of goods sold of 110,000, and
expenses of $90 ,000. 

Addi t ional in format ion: 
• Patent w a s acqui red by issuing a $5,000 long-term note payable and pay ing the 

remainder in cash . No amort izat ion w a s taken because the acquis i t ion took p lace at 
year -end. 

• Acqu i red a $10,000 mach ine . 
•  No d iv idends were dec lared or pa id . 
• C o m m o n stock of $20,000 w a s issued at par. 

 

R e q u i r e d : 
• Do all the entr ies, post to the T-accounts prov ided, and comple te a fo rma l Cash Flow 

Sta tement using the Direct Method. 
• Once done with the first requ i rement , now do the indirect method for cash f low f rom 

Operat ing Act iv i t ies. 
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