8/11/2014 Nerthcentral Unhersity

Course Code: ACT4050-8
Course Start Date: (08/11/2014
Section: Cash Flow and Financial Statements
Weel: 6
Activity: Assess Cash Flow with Various Accounting Methods
Activity Due Date: 09/21/2014

Activity Description

Complete the fol!oWing Problems:
Chapter 13: 13-1A, 13-4A, 13-5A
Chapter 14: 14-1A, 14-4A, 14-5A, and Exercise 14-4

In addition to the problem documentation, prepare a 2-3 page summary in which you analyze your results. Support your paper with minimum
of one (1) scholarly resource. in addition to these specified resources, other appropriate scholarly resources, including older articles, may be

included.
Length: 3-5 pages not including title and reference pages

Your paper should demonstrate thoughtful consideration of the ideas and concepts presented in the course and provide new thoughts and
insights reiating directly to this topic. Your response should reflect scholarly writing and current APA standards where appropriate, Be sure

to adhere to Northcentral University's Academic Integrity Palicy.

Upload your assignment using the Upload Assignment button below.

Learning Outcomes

« 30 Interprét the cost impact of activity changes an business planning and performance.
+ 4.0 Analyze costinformation to support operating decisions and process improvements.
* 5.0 Generate costinformation to support strategic decisions regarding products, customers, technology, and divisions.

Resources

Bocks

Reference Instruction

Warren, C. S., Reeve, J. M., & Duchag, J. (2012) Managerial Read Chabters 13 and 14
accounting. p

Articles

Reference |lnstruction

Raghunandan, M., Ramgulam, N., Buckmire, C., & Raghunandan-
Mohammed, K. (2012). Tha need to build sustainable value-added
reports: Seeking out ways to enhance the report's managerial
accounting information. Read article
http:/fproxy1.ncu.edwlogin?
url=http://search.ebscohost.comflagin.aspx?
direct=true&db=bth& AN=76474028&site=eds-live

htp:/fmy.ncu.eduhomework/details assig nmentid=2065698&learner Courseld=377522
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570 Chapter 13 Statement of Cash Flows

OBJ. 4 EX 13-24 Free cash flow

Iglesias Enterprises,
used for investments in property,

of this investment was used to replace existing capacity.
a. Determine the free cash flow for Iglesias Enterprises, Inc.
b. How might a lender use free cash flow to determine whether or not to give Iglesias

Enterprises, Inc. a loan?

Inc. has cash flows from operating activities of $385,000. Cash flows
plant, and equipment totaled $145,000, of which 80%

0BJ. 4 " EX 13-25 Free cash flow
The financial statements for Nike, Inc,, are provided in Appendix D at the end of the text.

a.

b.

Determine the free cash flow for the year ended May 31, 2010. Assume that 90% of

additions to property, plant and equipment were used to maintain productive capacity.

a loan?

in {(a)?

How might a lender use free cash flow to determine whether or not to give Nike, Inc.

Would you feel comfortable giving Nike a loan hased on the free cash flow calculated

OBl 4 EX 13-26 Free cash flow

used fo

Matthias Motors, Inc. has cash flows from operating activities of $900,000. Cash flows
r investments in property, plant, and equipment totaled $550,000, of which 75%

of this investment was used to replace existing capacity.

me R TR

Determine the free cash flow for Matthias Motors, Inc.”

- 0BJ.2 PR13-1A Statement of cash flows—indirect method

 Net cash flow from  The comparative balance sheet of Flack Inc. for December 31, 2013 and 2012, is shown

operating activities, as follows:

337,140 Dec. 31,2013 Dec, 31,2012
. Assets
(o] s DT R KRR R LR $234,660 $219,720
Accounts receivable (Net) . c.ovvvr i e 85,440 78,360
VETEOTIES v s vt te vt aseasratrrrarsartrsaisssnnanesisatnasacnscs 240,660 231,420
INVESEMENTS L. vaerarar i irasniean i, iienenes 0 90,000
LaNd +oveeeieninnes TP UP TP SPPRPPPP DU 123,000 0
Equrpment ...... .. 264420 207,420
Accumulated depreciation—equipment ... ..oivva i (62,400) (55,500}

$885,780 5771,420 -
Liabilities and Stockholders’ Equity - .
Accounts payable (merchandise creditors) ...oovvvuaiieaaieaie $159,180 $151,860
Accrued expenses payable (operating EXPENSES) vvvvuernracrraione 15,840 19,740
Dividends payable........... e e airaeareeiisa ey . 9,000 7,200
Common stock, 31 par...... F U P 48,000 36,000
Paid-in capital in excess of par—common SOCK « o e 180,000 105,000
Retained @arNINGS . ovvr v errrariarccnssntarrrasrnmsaasasersnieaes 473,760 451,620
$885.780 771420

The following additional information was taken from the records:
The investments were sold for $105,000 cash,

Equipment and land were acquired for cash,

There were no disposals of equipment during the year.

The common stock swas issued for cash.

There was a $58,140 credit to Retained Earnings for net income.

There was a $36,000 debit to Retained Earnings for cash dividends dectared.
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oBl. 4

OBJ. 4

Chapter 13 Statement of Cash Flows

EX 13-24 Free cash flow
Iglesias Enterprises, Inc. has cash flows from operating activities of $385,000. Cash flows
used for investments in property, plant, and equipment totaled $145,000, of which 80%

of this investment was used to replace existing capacity.

a. Determine the free cash flow for Iglesias Enterprises, Inc.

b. How might a lender use free cash flow to determine whether or not to give Iglesias

Enterprises, Inc. a loan?

EX 13-25 Free cash flow v :
The financial statements for Nike, Inc., are provided in Appendix D at the end of the text,
Determine the free cash flow for the year ended May 31, 2010, Assume that 90% of
additions to property, plant and equipment were used to maintain productive capacity.

b. ‘How might a lender use free cash flow to determine whether or not to give Nike, Inc.

a.

a loan? . .
¢c. Would you feel comfortable giving Nike a loan based-on the free cash flow calculated

in (@)?
EX 13-26 Free cash flow
Matthias Motors, Inc. has cash flows from operating activities of $500,000. Cash flows
used for investments in property, plant, and equipment totaled $550,000, of which 75%

of this investment was used to replace existing capacity.
Determine the free cash flow for Matthias Motors, Inc.”

0BJ.2

v Net cash fiow from
operating activities,
$37,140

PR13-1A Statement of cash flows—indirect method
The comparative balance sheet of Flack Inc. for December 31, 2013 and 2012, is shown
as follows:

Dec, 31,2013 Dec. 31,2012
Assets
CASH +avescenrvaeaneaene s ST $234,660 $219,720
Accounts receivable (Net) .. .verouinermenrermmerets eaeneas 85,440 78,360
FVENTOIES 4 e veersesnnessnmsansineresmneresarrniermnsnss ... 240,660 231,420
INVESTITETIES + v enasrasassmsnnensensnsnssssusnaresy s nn snnn it 0 90,000
LANG 1+ evvemssmnsennmanesis s I 123,000 0
EQUIPMEN, «cvvvsseernnsssanressssremmsrmsssrrm st n s 264,420 207420 . .
Accumulated depreciation—equipmen' .......................... {62,400) {55,500} '
. $885,780 771,420
Liahilities and Stockholders’ Equity
Accounts payable (merchandise Creditors) «veveeremsrnrssennranees $159,180 ) $151,860
Accrued expenses payable (Operating eXpEnses) «o..avrerrrsesee: 15,840 19,740
Dividands Payable. .. ..ocesesessrusrmesrssrresr s 9,000 © 7,200 °
COMMON StOCK, $1 PAT . v evsvsensrnsesansrsenemsnre sttt 48,000 36,000 .
Paid-in capital in excess of par—<comman SEOCK «uveeriarroensnnons 180,000 105,000
Retained BATMINGS . oo eerrecsnerserrannrrsesrentrrrer et rn s 473,760 451,620
$885,780 4771420 7

The foliowing additional information was taken from the records:
The investments were sold for $105,000 cash.

Equipment and land were acquired for cash.

There were no disposals of equipment during the year.
v eeo T was issued for cash.

Lo TP




o08l.2

¢ Net cash flow from
operating activities,
5296,800

0Bl.2

 Net cash flow from
operat‘mg activities,
s 28,800)

g
d‘h-'

Instructions
Prepare 3 statement of ‘cash flows, asing the indirect met
from operating activities. B

fiod of presenting cash flows

PR 13-2A statement of cash ﬂows——indirect method

The comparative balance sheet of Hinson Enterprises, 1n¢. at December 31, 2013 and

2012, is as follows:
Dec. 31, 2013 Dec.31,2012

Assets
T O 3 128,275 ) 157,325
Accounts receivable ) e an e 196,525 211,750
Merchandise IMVERLOTY «-eentom 0T RETURTPRTITTEEE LA 281,400 261,800
prepaid e orrererrrrresrsrererr L 11,725 8,400
Equipmem’ ..................................................... 573,125 469,875
Accurnulated depreciationfequipment ......................... (149,450) {115,675

_Llabllities and stockholders’ Equity
Accounts payab[é {merchandise creditors) «oeemmerrre ¢ 218,925 207,900
Mortgage note Sayable. everrecsre s e 0 294,000
Common O RS 91,000 21,000
paid-in capital in excess of par-—common SEOCK cavaremminm Tt 455,000 280,000
Retained IRSSEETEES S 276,675 190,575
41,041 600 b 993,475

Additional data obtained from the income gtatement and from an examination of the

accounts in the ledger for 2012 are as follows:

a, Net income, $220,500. .

orted on the income statement, 472,975,

c. Equipment was purchased at a cost of $142,450, and fully depreciated equipment
costing $39,200 was discarded, with no salvage realized.

d. The mortgage aote payable was not due until 2014, but the terms permitted earlier

payment without penalty.
e. 7,000 shares of common stock were issued at $3

. Cash dividends declared and paid, $134,400.

t», Depreciation I€P

5 for cash.

Instructions

Prepate 2 stateme

nt of cash flows, using the indirect method of presenti
from Operating activities. ‘

ng cash flows

PR 13-3A statement of cash flows—indirect method
The comparative palance sheet of Mills Engine Co.
as follows:

at December 31, 2013 and 2012, i8

Dec, 31,2013 Dec. 31,2012

B

Assets
Cashh covnrrersmisnt " TIPSR TR 5 714,000 s 750,400
Accounts receivable (net) oeererrert NTITPRETEL 644,700 502,620
Ao e . 986,580 904,540
Prepaid IR 22,820 27,300
tand ooeeeemiettt TSR 245,700 373,160
o dings ceeeerees e . E st 1,137,500 700,700
'Accumulated depreciation~buildings ......................... . (317,800} (297,360)
v L 398,440 353,640
Accﬁmuiated depreclation-—equipment ........................ ] 09,900} (1 23,480}

43,722,040 53,281,460

.——_____——=———“__—ﬁ

(Con rined)




7 S I
- ACCOUNT Bqn_ds Payable ACCOUNT NO.

-

.Balance. .. ... .. ..

Date Credit

2013
May 1 {ssued 20-year bonds 210,000 210,000
ACCOUNT Common Stock, $20 par. ACCOUNT NO.
- T [ e
Ralance
Date ftem Debit | Credit Credit
2013 ‘
Jan. 1 Balance 91,000
Dec. 7 lssued 7,700 shares of common
stock for $40 per share 154,000 245,000
ACCOUNT Parfd—!n Capital in Excess of Par—Common Stock ACCOUNT NO.
Balance
item Debit Credit Credit
Balance 434,000
Dec. lssued 7,700 shares of common
588,000

stock for $40 per share 154,000

ACCOUNT NO.

ACCOUNT Retained Earnings
) e
Balance

Date 1tem - Debit Credit
|
Balance 2,011,100
Net loss 24,360 ) : 1,986,740
Cash dividends 25,200 1,961,540

instructions _
Prepare a statement of cash flows, using the indirect method of presenting cash flows
from operating activities. ,

OBJ.3 PR 13-4A Statement of cash flows—direct method .
v Net cash flow from The comparativ’e balance sheet of Rowe Products Inc. for December 31, 2013 and 2012,

operating activities, is as follows:
$352,320

Dec.31,2013 Dec. 31,2012

Assets

CaSh +eveeeeiesana e T 4 772080 $ 815,280
Accounts receivable (OEE) ev v evnermemarmsennsnnn sttt 680,160 656,880
[IVENIOHES 4 oavnernrrmrnessmrmerintrntss eeeieenaaanans YT 1,213,200 1,179,360
[AVESLIMENES o vvrsesssnnsesnssssnnsssrnsmsesss etz 0 288,000
T R ACA AR 624,000 0
EQUIPMEN, 1« ecsees e snsnmmesssssssemsmsenss st e 1,056,000 816,000
Accurnulated depreciation . .cvrwsreserssesr eI (293,280) (240480)

$4,052,160 $3,515,040

(Continued)




574  .Chapter 13 Statement of Cash Flows

0BJ.3

v’ Net cash flow from
operating activities,
$37,140

Liabilities and Stockholders’ Equity

Accounts payable (merchandise creditors) ..ol § 926,160 $ 898,080
Accrued expenses payable (operating expenses) .........0iiien 76,080 84,960
Dividends payable. ... iiiin e 10,560 7,680
Common stock, $T0Par. .o iveiiieneniianrreanrannns et eeeein. 177,600 38,400
Paid-in capital in excess of par—common stock . ...ovvvviiiiinn 369,600 230,400
Retalned earnings. ... ittt e iiianees 2,492,160 2,255,520

$4,052,160 $3,515,040

The income statement for the year ended December 31, 2012, is as follows:

SaleS v vt f e tetaiaaiaitiravranaaeeas $7,176,000
Costof merchandisesold .........cocivviiiniarnnanns P S 2,942,400
Lot fe L1 0o (oY i S A : $4,233,600
Operating expenses:

Depreciation expense ........... s e e $ 52,800

Other operating eXPeNSes .. ..vvvvsiesssiariarsrarsessrneres 3,720,000

~ Total operating €Xpenses . ....ovviiivininienann, e ) 3,772,800
Operating INCOME . . iii ittt iie et ieeesrnanerninnreranes o $ 460,800
Other expense:

Losson sale of INVestmMEnts oo eetieiiicrianarenivernasainss {76,800)
Income hefore incometax ....ooovvveervann e 5 384,000
INCOME 1aX XD NS Lt ntearntirracratsrsanniatratnsiasnasnnes 123,360
NetInComMe ..o iviiiir i cirennnnss e eei s 5 260,640

The following additional information was taken from the records:
Equipment and land were acquired for cash.

There were no disposals of equipment during the year.

The investments were sold for $211,200 cash.

The common stock was issued for cash.
‘There was a $24,000 debit to Retained Earnings for cash dividends declared.

HA S L

Instructions
Prepare a statement of cash flows, using the direct method of presenting cash flows from
operating activities.

PR 13-5A Statement of cash flows—direct method af}'iplied to PR 13-1A
The comparative balance sheet of Flack Inc. for December 31, 2013 and 2012, is as follows:

Dec. 31,2013 Dec, 31,2012

Assets

L $234,660 $219,720
Accounts receivable{net) ............. e 85,440 78,360
a1 1 Lo T =~ 240,660 231,420
INVESHMENtS ottt et iia s i ¢ 90,000
=7 T 123,000 s}
Equipment. ... e e ey ‘- 264,420 207,420
Accumulated depreciation—equipment ......coveiiiiiiiiiia, (62,400 (55,500)

$885,780 $771,420

Liabilities and Stockholders’ Equity

Accounts payable {merchandise creditors} . .....ovoviiiiiiin. $159,180 $151,860
Accrued expenses payable (operating expenses) ..........oiaet 15,840 19,740
Dividends payable......oooiiiii i 9,000 7,200
Common stock, $tpar.............. e e 48,000 36,000
Paid-in capital in excess of par—common stock ......coovniuenns 180,000 105,000
Retained earmings. . o.v et ve i ireinraarcnssararnatrranres 473,760 451,620

$885,780 $771,420
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Appendix

EX 14-26 Unusual items

Discuss whether Daphne Company correctly reported the following items in the financial

statements: ,

a. In 2012, the company discovered a clerical error in the prior year’s accounting records.
As a result, the reported net income for 2011 was overstated by $30,000. The company
corrected this error by restating the prior-year financial statements,

"b. In 2012, the company veluntarily changed its method of accounting for long-term

construction contracts from the percentage of completion method to the completed
contract method. Both methods are acceptable under generally acceptable accounting
principles. The cumulative effect of this change wa reported as a separate component
of income in the 2012 income statement.

0Bl 1
& 1. Net sales, 14.4%

increase

OBJ. 1

v 1. Net income,
2012, 14.0%

PR 14-1A Horizontal analysis for income statement

For 2012, Eurie Company reported its most significant decline in net income in years. At
the end of the year, H. Finn, the president, is presented with the following condensed

comparative income statement:

Eurle Company
Comparative Income Statement
For the Years Ended December 31,2012 and 2011

2012 2011
CF: 1T SR $928,000 $800,000
Sales returns and allowances. ... ..o iiii i i i 70,000 50,000
e T Y - $858,000 $750,000
Costofgoadssold. ... i 640,000 500,000
€] 15713 0] = $218,000 $250,000
SelliNg BXPENSES 11 vr e $ 85,800 $ 65,000
Administrative eXPeNSES co vt ii et iiieia s 43,400 35,000
Total operating EXPenses vuuvvererrsiir i ierisiniisinieiones $129,200 $100,000
INCOME frOmM OPETAtioNS .uv''vuteainte et eacieaiaeainaaiis $ 88,800 $150,000
DTN N COMIE L o vttt aiee e et teariratninetarenirasrreannnsss e 16,000 10,600
Income before incometax ......ooviivinniin e . $104,800 $160,000
Income tax expense ... .ovvvinnnans . PN 9,200 8,000
R o 1 = A G $ 95,600 $152,000

Instructions : :
1. Prepare a comparative income statement with horizontal analysis for the two-year

period, using 2011 as the base year. Round to one decimal place,
2, wwi=i~ To the extent the data permit, comment on the significant relationships 1
vealed by the horizontal analysis prepared in (1),

PR 14-2A Vertical analysis for income statement ;

For 2012, Selene Company initiated a sales promotion campaign that included ‘.‘fh
expenditure of an additional $25,000 for advertising. At the end of the year, 2¢¢
Brown, the president, is presented with the following condensed comparative incon

statement:

wn
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0Bl 2,3

v 5. Number of days’
sales in receivables,
63.4

PR 14-4A Nineteen measures of liquidity, solvency, and profitability
The comparative financial statements of Blige Inc, are as follows. The market price of

Blige Inc. common stock was $60 on December 31, 2012,

Blige Inc,

Cemparative Retained Earnings Statement
For the Years Ended December 31, 2012 and 2011

2012 2011
Retained earnings, JANUAIY 1., .o it ii it iiaieneaas $1,810,000 $1,526,000
Add net inCome for Year ..o vira e ii i ici i iiie e 410,750 322,000
B+ 12 e $2,220,750 $1,848,000
Deduct dividends:
On preferred stock ... vine i e e e $ 16,000 $ 16,000
ON ComMMON StOCK. ittt e s ire i raanraiiaaraies I 22,000 22,000
Total........ e et e e § 38,000 $ 38,000
Retained earnings, December31 .o oo i e $2,182,750 $1,810,000
Blige inc.
Comparative Income Statement
For the Years Ended December 31, 2012 and 2011
2012 2011
LT L T P 2,211,000 $2,037,200
Sales returns and allOWances. .. ... i e e e 11,000 7,200
L -1 =5 T A PN $2,200,000 $2,030,000
Costofgoodssold. . ...une i i i e i e §25,000 811,200
Gross profit...coviieii o e eibeiar e $1,375,000 $1,218,800
SelliNg EXPENSES ot i vttt § 445,500 $ 484,000
Administrative eXpPenses. ... v it arai s et 321,750 250,400
Total Operating EXPENSES «vuv v vuue v tircritarrasararatastsaianns $ 767,250 $ 774,400
Income fram Operations ... .. vt s et aianren e ies $ 607,750 $ 444,400
L0 Y= oo 1.1 = 33,000 26,4060
$ 640,750 $ 470,800
Other expense (INTETest) .. ..u v iierin ettty 176,000 96,000
Income hefore incometax ....vvveviuis ettt tieiaa e 5 464,750 $ 374,800
INCOME taX BXPENSE o\ttt v e setr v aareaasanrnarnsiracrassisatareas 54,000 52,800
Netincome ......covuvvvnnn. b et et ea e e 5 410,750 $ 322,000
Biige Inc,
Comparative Balance Sheet
December 31, 2012 and 2011
Dec.31,2012 De;.31,2011
Assets
Current assets:
10871 o TN $ 528,000 $ 410,000
Ternporary INVeStMents. v ve e ia i aearin s 800,000 725,000
Accounts receivable (net) .. oovuv v FETP 425,000 400,000
YOI S syt i e ias e naceticatersarernsranenibainsrannnncssns : 310,000 240,000
Prepaid eXPeNSES . uiuiis st s 100,000 75,000
Total CUMTENT ASSETS .uvtiniinintsiint e ins s rss it $2,163,000 $1,850,0600
Long-term INVestments. {. ..o . riieer it aacaaes 633,000 560,000
Property, plant, and equipment (net) .......oooaiiiiiiiiiii 3,146,750 2,150,000
TOtal @SSELS .ot vvreinrrrnereernninnns et ierrarerar e $5,942,750 54,560,000
Liabilities
Current liabilities. . ...coovver e ot L e ety $ 720000 $ 710,000
Long-term labilities:
Mortgage note payable, 8%, dUE 2017 .. viiiiaiiinairiiniee o $1,000,000 5 0
Bonds payable, 8%, due 2021 .. ... ..ooiiiiiii e 1,200,000 1,200,000 -
Total long-term labilities .. ... v $2,200,000 $1,200,000
Total liahilitias ..ot i st et i i i s $2,920,000 51,910,000 :
Stockholders’ Equity
Preferred $0.80 stock, $20 Par. . oo i e i i $ 400,000 $ 400,000
Common stock, STO PAT. . cuvuviii i e scaiia it s arrraaeans 440,000 440,000
REtaiNed BaTNIMGS . v v rrrarrrn vt s saneenarransioniareanearnnness 2,182,750 1,810,000
Total stockholders' eGuity. .. .ooov et iii i i $3,022,750 $2,650,000
Total liabllities and stockholders equity.....coovvreerroaneniiinn, 55,942,750 $4,560,000




OBJ. 2,3

Instructions - e

Determine the following measures for 2012, rounding to one decimal place:”
1, Working capital

Current ratio

Quick ratio

Accounts receivable turnover

Number of days’ sales in receivables

Inventory turnover

Number of days’ sales in inventory

Ratio of fixed assets to long-term liabilities

Ratio of liabilities to stockholders’ equity

Number of times interest charges earned |

. Number of times preferred dividends earned

- R R

=
= O

Ratio of net sales to assets

Rate earned on total assets

Rate eéfned'on stockholders’ equity

Rate earned on common stockholders’ equity

[ Y
AT o

Earnings per share on comiunon stock

SR
;s

Price-earnings ratio
Dividends per share of common stock
Dividend yield

=
© ®

PR 14-5A Solvency and profitability trend analysis
Ttzkoff Company has provided the following comparative information:

2012 2011 2010 2009 2008

Net income ’ § 170,879 § 229,985 % 394,485 § $52,500 § 500,000
Interest expense 350,027 325,002 300,094 281,250 250,000
Income tax expense 49,492 83,179 166,358 124,800 156,000
Tofal assets (ending balance) 6,023,425 5,624,113 5,089,695 4,552,500 3,750,600
Total stockholders’ equity

(ending balance} 2647848 2476970 2,246,985 1,852,500 1,300,000
Average total assels 5823769 5356904 4,821,098 4,151,250 3,375,000
Average stockholders’ equity 2,562,409 2361977 2,049,743 1,576,250 1,050,000

You have been asked to evaluate the historical performance of the company over the

last five years.
Selected industry ratios have remained relatively steady at the following levels for the

last five years:

2008-2012
Rate earned on total assets . 11%6
4 Rate earned on stockhelders’ equity 16%
Number of times interast charges earned 3.1
Ratio of liabilities to stockholders’ equity 1.5

Instructions :
1. Prepare four line graphs with the ratio on the vertical axis and the years on the hori-

sontal axis for the following four ratios (rounded to one decimal place):

4. Rate earned on total assets ,

b. Rate earned on stockholders’ equity

c. Number of times interest charges earned

d. Ratio of liabilities to stockholders’ equity ,
Display both the company ratioc and the industry benchmark on each graph. That is, each
graph should have two lines.
9. i Prepare an analysis of the graphs in (.




08BJ.1
R4 Retafned earnings,
: pec. 31,2012, 33.0%

OBl 1

v a. Net income
increase, 105.0%

0BJ.2

v a, 2012 working
capital, $1,342,000

EX 14:4 ~Vertical analysis of balance sheet -
Balance sheet data for Bryant Company on December 31, the end of the fiscal year, are

shown below.

2012 2011
Current assets § 775,000 $ 585000
Property, plant, and equipment 1,425,000 1,597,500
Intangible assets 300,000 67,500
Current liabilities 525,000 360,000
Long-term liabilities 900,000 855,000
Commonstock 250,000 270,000
Retained earnings - 825,000 765,000

Prepare a comparative balance sheet for 2012 and 2011, stating each asset as 2 percent
of total assets and each liability and stockholders’ equity item as 4 percent of the total
Jiabilities and stockholders’ equity. Round to one decimal place. o

EX 14-5 quizontal analysis of the income statement
Income statement data for Boone Company for the years ended Decentber 31, 2012 and
2011, are as follows:

2012 2011
Sales ' 5446,400 $360,000
Cost of goods sold 387,450 315,000
Gross profit $ 58,950 § 45,000
Selling expenses $ 27,900 $ 22,500
Administrative expenses 21,960 18,000
Total operating expenses . § 49,860 $ 40,500
Income before income tax ‘ § 9,090 5 4,500
income fax expenses 5400 2,700
Net income $ 3,690 § 1,800

a. Prepare a comparative income statement with horizontal analysis, indicating the in-
crease (decrease) for 2012 when compared with 2011. Round to one decimal place.

b, s What conclusions can be drawn from the horizontal analysis?

EX 14-6 Current position analysis
The following data were taken from the balance sheet of Beatty Company:

Dec. 31,2012 Dec, 31, 2011

Cash $ 330,000 § 238,000
Temporary investments 465,000 385,000
Accounts and notes receivable (net) 425,000 295,000
Inventories 420,000 201,000
Prepaid expenses 312,000 141,000

Total current assets © 41,952,000 $1,350,000
Accounts and notes payable (short-term} $ 420,000 $ 400,000
Accrued liabilities 190,000 140,000

Total current Tiabilities $ 610,000 $ 540,000

a. Determine for each year (D) the working capital, (2) the current ratio, and (3) the
quick ratio. Round ratios to one decimal place.

b,  e—— What.conclusions can be drawn from these data as to the company’s ability
to meet its currently maturing debts?

|




