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— ~ On November 3, 2007, MIC Co. invested $200,000 in 4,000 shares of the
common stock of LEW Co. MIC classified this investment as available-for-sale.
MIC is considering making a more significant investment in LEW Co. at some
point in the future, but has decided to wait and see how the stock does over the next
several quarters.

To hedge against potential declines in the value of LEW stock during this period,
MIC also purchased a put option on LEW stock on November 3, 2007. MIC paid
an option premium of $600 for the put option, which gives MIC the option to sell
4,000 LEW shares at a strike price of $50 per share. The option expires on July 31,
2008. The following data are available with respect to the value of the LEW stock

and the put option:

Date Market Price of LEW Shares  Time value of Put Option
December 31, 2007 $47 per share $375
March 31, 2008 45 per share 175

Required: Prepare the journal entries for MIC Co. for the following dates.
(a) November 3, 2007—Investment in LEW stock and the put option.
(b) December 31, 2007—MIC prepares financial statements.
(c) March 31, 2008—MIC prepares financial statements,
(d) April 1, 2008—MIC settles the put option and sells the LEW shares for $45

per share. (20%) --

= » Willand Company has.the following selected information of its defined benefit

—

pension plan for the year ended December 31, 2008.

January 1, December 31,

2008 2008 .
Projected benefit obligation $ 2,000,000 $ 2,037,000
Market-related and fair value of plan assets 800,000 1,130,000
Accumulated benefit obligation 200,000 1,720,000
Accumulated OCI (G/L) ~Net gain -0- (200,000)

The service cost component of pension expense for employee service rendered in
the current year amounted to $77,000 and the amortization of prior service cost was
$115,000. The company’s actual funding of the plan in 2008 amounted to $250,000.
The expected return on plan assets and the actual rate were both 10%; the discount
(settlement) rate was 8%. Assume no benefits paid in 2008.

Required: (Present your answers in accordance with IFRS or US GAAP)
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(a) Prepare the journal entry to record pension expense and the employer’s
contribution to the pension plan in 2008.

(b) Indicate the pension-related amounts that would be reported on the income
statement and the balance sheet for the year 2008. (10%)

=~ Comparative balance sheet accounts of Platt Company are presented below:
Platt Company
Comparative balance sheet accounts
As of December 31, 2008 and 2007

2008 2007
Cash $45,000 33,750
Accounts Receivable 67,500 60,000
Merchandise Inventory 30,000 24,000
Investment (available-for-sale) 22,250 38,500
Buildings and Equipment 97,500 75,000
Land 7.500 7,500
Totals $269.750 § 238,75
Allowance for Doubtful Accounts $2,250 $1,500
Accurm.llated Depreciation-buildings and 19,125 11,250
equipment
Accounts Payables 30,000 24,750
Accrued Payables 3,375 2,625
Notes Payable-bank, long-term 26,000 31,000
Common stock, $10 par 150,000 125,000
Retained earning 39.000 42,625

§ 269750 $ 238,750

Additional data (ignoring taxes):

1. A 20% stock dividend was declared during the year. $25,000 of retained earnings
was capitalized.

2. Investments that cost $20,000 were sold during the year for $23,750.

3. Equipment that cost $3,750, on which $750 of depreciation had accumulated, was
sold for $2,200.

Platt’s 2008 income statement follows:

Sales $540,000
Cost of goods sold (380.000)

Gross margin 160,000
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Operating expenses (includes $8,625 depreciation (120.450)
and $5,400 bad debts)
Income from operation 39,550
Other: Gain on sale of investments $3,750
Loss on sale of equipment (800) 2,950
Net income 2,500

Required: Prepare the statement of cash flows using direct method. (20%) -

g~

Due to significant progress of technology, some events indicate that a machine of
XYZ company probably is impaired. Presented below is the information related to
the machine on December 31, 2008.

Cost $ 600,000
Accumulated depreciation (on Dec. 31, 2008 ) 200,000
Expected future net cash inflows 300,000
Fair market value 280,000
Expected disposal cost 5,000

Assume XYZ company continues to use the machine for the next four years and
depreciates the machine by straight line method with no residual value.

Required:
()What does recoverability test mean? 6% |
(2) Prepare the journal entry (if any) to record the impairment of the asset on
December 31,2008. 7% -
(3) Prepare the journal entry (if any) to record depreciation expense for 2009. T7% |
() The machine was not sold by December 31, 2009. The fair market value of the
machine on that date is $250,000. The cost of disposal remains $5,000 and

expected future net cash inflows are $220,000 on that date. Prepare the journal
entry (if any) to record this situation in fair market value. ©10% |
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ABC corporation transfers its account receivable of $200,000 to CITTY Bank on a
without recourse basis on July 1, 2008. CITTY Bank assesses a finance charge of
2.5% of the amount of account receivable and retains an amount equal to 5% of
account receivable to cover sales discounts, returns and allowances.

Required: :

(1) Prepare the journal entry on July 1, 2008, for ABC company to record the sale

—_—

of receivables. 5%
(2) Prepare the journal entry on July I, 2008, for CITTY Bank to record the
purchase of receivables. 5%
(3) Assume sales return of $12,000 was incurred finally during 2008. Prepare the

journal entry on December 31, 2008, for ABC company and for CITTY Bank
to record and complete the transfers of account receivable. T 10%
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Nsports is a manufacturer of high quality footballs and soccer balls. Setup costs are
driven by the number of batches. Equipment and maintenance costs increase with
the number of machine-hours, and lease rent is paid per square foot. Capacity of the
facility is 15,000 square feet and Nsports is using only 80% of this capacity. Nsports
records the cost of unused capacity as a separate line item, and not as a product cost.
Below is the budgeted information for Nsports:
Nsports
Budgeted Costs and Activities
For the Year Ended June 30, 2010

Direct materials-footballs $218,500
Direct materials- soccer balls 364,350
Direct manufacturing labor-footballs 112,425
Direct manufacturing labor-soccer 109,625
balls
Setup 146,700
Equipment and maintenance costs _ 118,000
Lease rent 225,000
Total - 51,294,600
Other information:
Footbal Soccer
Is balls
Number of balls 72,000 108,000
Machine hours 14,000 15,500
Number of batches 400 500
Square footage of production space 4,540 7,460

used
Required:
1. Calculate the cost per unit of cost driver for each indirect cost pool. (9-point)
2. What is the cost of unused capacity? (4-point)
3. What is the total cost and the cost per unit of resources used to produce (a)

footballs and (b) soccer balls? (8-paint)
4, What factors should Nsports consider if it has the opportunity to manufacture a

new line of volleyballs? (4-point)
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Ali Furniture produces and sells specialty mattresses. Production is a
machine-intensive process. Ali's variable costs are direct material costs, variable
machining costs, and sales commission. Marion Ali, the owner, is planning production
for the coming year and collects the following data:

Estimated Selling Direct Variable
Demand Price Material Machining
{units) Cost Cost Per
Per Unit Unit
Nealy 1,800 $3,000 $750 S600
Tersa 4,500 2,100 500 500
Pelta 39,000 800 100 200

Salespeople are paid a 5% commission on each Nealy or Tersa sold, and a 10%
commission on each Pelta sold. All other marketing and administrative costs are
fixed and, along with the fixed manufacturing costs, total $8,750,000.

B Annual capacity is 50,000 machine-hours, which is limited by the availability of
machines. Variables machining costs are $200 per hour.

Ali Furniture holds negligible inventories to minimize business risk.

Required: .

1. What is the contribution margin per unit earned from each type of mattress?

(9-point)

2. Advise Marion Ali about the most profitable production levels of the three

products. (9-point)

3. Suppose Ali Furniture can lease additional machining capacity on an as-needed

basis. What is the maximum amount that Marion Ali would be willing to pay for
each hour of additional machining capacity in the coming year? (7-point)




2 DEG D

%ﬁ%%ﬂ&ﬁ% OREEHR
08 B2 FEIE T A B R4 2450 RE - BE : pAaeEg e

(Z) FHERE D AR B ARRTAIM AR  RRFAH S BH
BE+HES(ATRMAMERELHHENES) 12224 XE
NEABRBEBATE LS - REABHMAE » SKERMSRBN MR Y
o BRI A MBI E RSB 25% 8% 3T% =
BAETER/F=THEL - B KRRHFBREER 6% T HRK
#% (Investment Tax Credit, ITC) (Htdf ¥+t H Kookt B KR TS

48 8 A A% BRI —F ) B THEREIKRRRAHR > 23 0iE

BEESLRAMAE AL LUESEETE TR ZEERTY -
RRBAHBERGAD ) FREMENEXHFEETELINET=
TR ARG SEER - A0 BHHARES 0% - FHE AT 7 M -
(B D ERHHLEEIY - ERRBAEE W0 BHE] -
L KRFHMGRLFRELHAS S ? (104)

2 ARZEERELRAMNSEALATEENINB D ? (104)
5 ARFHMEEZEERBTHAIRAS D EEEALNE ?
(10 %)

4 RUBETERATELREDL 10%  FHSRELS L ? (204°)




#lEE®2E

?‘%.@-ﬁ%%ﬂﬁkg R G
BRI

TIFA SR AEESFGRE BIE : @SR

- BEAMBETENIRE 10 BRRBATNE—A—BH

WA -2 RATRENRANEERAABE  Hod e

(20 %)

N BATESE—A—BR B AFRAL Fadsb—K

BT EEMBHEERE - (155)

-~ BRB G BENTT (2R FEITRFH)

AL T

REABRFAYGZ  Foiz - 15 9)




#H2HGEZ2H)

FAT AR
B  GEHRRREE

B~ RRTARER AR A ER SEUERBAITAT

EER $80
E#EAT $60
mjaLEEE 340
BIESSEER  $50% *(REEERELT)
BEIREEMRE  $10

SERHRRAE  ARREETERSEEHEERIRE - &

1~ SEFAME TRERE ) FHEERAC - (6%)

2~ REHETE  FEMEFAIEET  STEEE T ERESPEITRE ? (1%)

3 FREHIETEE - BT A EREEMEK - BEFERA » JIFTREA AT
FRHE? (7%) "

1 - BRI T AR M TR S B AR B e 2 (55
(/NG 5%) L

» BEPELER

> B EERER

- B ERE
- HERAR

* FUB RIS

(=N VR SN L




