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一、 Condensed financial data of Superman Company appear below: 

Comparative Statement of Financial Position 

        Assets           2010.12.31      2009.12.31     

Cash $  176,000 $  110,000 

Accounts receivable 75,000 53,000 

Inventories 120,000 132,000 

Prepaid expenses 19,000 25,000 

Plant assets 325,000 250,000 

Accumulated depreciation   (65,000)    (60,000) 

   Liabilities and Stockholders' Equity   

Accounts payable $  93,000 $  75,000 

Accrued expenses payable 29,000 24,000 

Bonds payable 120,000 160,000 

Common stock 290,000 170,000 

Retained earnings    118,000     81,000 

Income Statement 
For the Year Ended December 31, 2010 

Sales  $470,000 
Less: 

 Cost of goods sold $300,000 
 Operating expenses (excluding depreciation) 60,000 
 Depreciation expense 17,000 
 Income taxes 20,000 
 Interest expense 18,000 
 Loss on sale of plant assets       3,000   418,000 

Net income  $  52,000 

Additional information: 

1. New plant assets costing $100,000 were purchased for cash in 2010. 

2. Old plant assets costing $25,000 were sold for cash. 

3. Bonds with a face value of $40,000 were converted into $40,000 of common stock. 

4. A stock dividend of $15,000 was declared and issued during the year. 

5. Accounts payable pertain to merchandise purchases. 

Instructions                                                                     14 % 

(A) Prepare the net cash provided/used by operating activities section of the company's statement of cash flows 

for the year ended December 31, 2010, using the direct method. 

(B) Compute: (a) sale of old plant assets for cash, and (b) issue of common stock for cash. 
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二、 The following account balances were included in the trial balance at December 31, 2011 and 

other information of Twain Corporation. 

Entertainment expense raft ,00080,000 Bank overd 80

Cash ent ,000600,000 Accumulated depreciation—equipm 70

Sales discounts ce) ,000100,000 Cash over and short (Debit balan 46

Salary expense—general 10) ,00080,000 Share capital—ordinary (par $ 2,000

Sales commissions ral ,00090,000 Travel expense—gene 70

Sales nse ,000$1,720,000 Interest expe 29

Freight-out eral ,00040,000 Telephone and Internet expense—gen 37

Trading securities nt) ,000300,000 Equity Investment—non-trading (non-curre 380

Income tax expense ary ,00074,000 Share premium—ordin 200

Accounts receivable rity ,000420,000 Bonds payable-current matu 100

Inventories ble ,000500,000 Mortgage paya 110

Accounts payable old ,000120,000 Cost of goods s 800

Dividend revenue ,00066,000 Office supplies used—general 13

Goodwill ost ,000200,000 Treasury share (10,000 shares) at c 200

Equipment nts ,000690,000 Allowance for doubtful accou 20

Unrealized holding loss on non-trading securities for 2011 ,000150

Unrealized holding gain on non-trading securities (December 31, 2010) ,00050

Unrealized holding gain or loss-Income (Debit) ,00031

Dividends declared and paid for ordinary shares ,00060

Depreciation understatement due to error—2009 (Assume a tax rate of 20%) Pretax ,00050

Loss on operations of the wholesale division (Assume a tax rate of 20%) Pretax ,000120

Gain on the disposition of the wholesale division (Assume a tax rate of 20%) Pretax ,00075

The retained earnings account had a balance of $440,000 at December 31, 2010.  

Instructions：(請列出計算過程，不列不計分)                                          36 ％ 

A. Calculate the (a) Gross profit, (b) Selling expenses, (c) Administrative expenses, (d) Income before income 

tax, (e) Income from continuing operations, (f) Net income, and (g) Comprehensive income.  

B. Prepare a statement of retained earnings for 2011. 

C. Calculate the (a) Long-term investments, (b) Property, plant, and equipment-net, (c) Current assets, (d) 

Total paid-in capital, (e) Accumulated other comprehensive income, and (f) Current liabilities.  
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三、 Answer each of the following questions. (Each case is independent of the others.) 

(A)  Utley Co. prepares monthly income statements. Inventory is counted only at year end; thus, month-end 

inventories must be estimated. All sales are made on account. The rate of mark-up on cost is 20%. The 

following information relates to the month of May. 

Accounts receivable, May 1 $42,000 

Accounts receivable, May 31 54,000 

Collections of accounts during May 180,000 

Inventory, May 1 90,000 

Purchases during May 116,000 

Instructions  (請列出計算過程，不列不計分)  8 %  

Calculate the estimated cost of the inventory on May 31. 

 

(B) On July 1, 2011 Hyde, Inc. exchanged productive assets with Wiggins, Inc. Hyde's asset is referred to 

below as “Asset A,” and Wiggins' is referred to as “Asset B.” The following facts pertain to these assets.

Items Asset A Asset B 

Original cost $96,000 $120,000 

Fair value at date of exchange 30,000 85,000 

Cash paid by Hyde, Inc. 55,000   

Cash received by Wiggins, Inc  55,000 

Asset A bought on July 1, 2008. It useful life was estimated at 5 years, with a residual value of $6,000. 

Depreciation is to be computed on Sum-of-the-years’-digits basis.   

Asset B bought on July 1, 2009. It useful life was estimated at 5 years, with a residual value of $20,000. 

Depreciation is to be computed on straight-line basis.   

Instructions 16 ％ 

(a) Assuming that the exchange of Assets A and B has commercial substance, record the relative entries about 

exchange for Hyde, Inc.  

(b) Assuming that the exchange of Assets A and B lacks commercial substance, record the relative entries about 

exchange for Wiggins, Inc. 

 

(C) Please analyze the effect of the following transactions on the current ratio and acid-test ratio. Use ＋, 

－, and ○ to represent increase, decrease, and no effect for you answer, respectively.        16 % 

Assume that current ratio is large than 1 (i.e., ＞1), and acid-test ratio is smaller than 1 (i.e., ＜1).  

(a) Accounts payable are paid. (b) Purchase inventory on credit. 

(c) Cash sales. (Assume the selling price below the inventory cost and use the perpetual inventory method.) 

(d) Sale of treasury share above cost. (Assume account for treasury share by the cost method.) 

To be continued ~    
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Continued ~                        

Hint: you may use the following format to present you answers. 

(每小題答錯倒扣 2 分，倒扣分最高為本題 16 分) 

Trans curr acid-test ratio actions ent ratio 

(a)   

(b)   

(c)   

(d)   

 

 

四、 Questions：  

1. Describe the purpose of horizontal financial statement analysis and how it is applied.       4 ％ 

2. Explain the present value concept as it applies to long term liabilities.                    2 ％ 

3. Banks that issue credit cards generally charge retailers a fee of 2 to 4% of the amount of sale. List 

reasons why companies are willing to pay these fees.                                  4 ％ 

~ The end ~ 

 

 

 

 

 

 

 

 

 


