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=~ Problems (70%)

(Show the Supporting computations in good form if necessary)

LIn its income statement for the year ended December 3 1,.2000, John Company reported the following
condensed data:

Sales $980,000 Beginning inventory $100,000
Sales discounts 90,000 Ending inventory 50,000
Sales returns and allowances 30,000 Purchases 500,000
Purchases discounts 60,000  Freight-in 50,000
Purchases returns and allowances 30,000  Operating Expenses 120,000

Instructions
Compute (1) Net Sales, (2) Net purchases, (3) Net cost of purchases,
(4) Cost of goods sold, (5) Gross profit. (6) Net income (12%)

2. John Company sells many products. Whamo is one of its popular items. Below is an analysis of the inventory
purchases and sales of Whamo for the month of March. John Company uses the perpetual inventory system.

Beginning Inventory

and Purchases Sales
Units Unit Cost Unit Selling Price/Unit

3/1  Beginning Inventory 100 $60

3/3  Purchases 200 75

3/4 Sales 70 $120

3/10  Purchases . 150 82

3/25 Sales 50 130

3/30  Purchases 40 90

Instructions  (12%)

(1) Using the FIFO assumption, calculate the amount charged to cost of goods sold for March.
(2) Using the moving average method, calculate the amount assigned to the inventory on hand on
March 31.

(3) Using the LIFO assumption, calculate the amount assigned to the inventory on hand on March 31,
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1. The gash in the bank yeconnt of lohn € umpany on July 31, 2001, indieated a Dalusie of $17,500,
Phe bunk statement indicired a bata

el 15,850 on July 31, Close examination of the hunl

statement and eompany documents revenled the followiny ilems:

i Checks ourstanding tonaled $1,650,

B A deposit of S, 100 representing the June W0 recei pts was made 100 lute 1o be

Included in the bank statement

Acheck draw for $90 Jiad been erroneously charged by the hank as $20,

Accheck Tor $140 retumed with the statement had heer

pddedd in e eheck repister
a3 §124. the check was tor alliee supplies on aeeount

¢ The bank colleoted a note for Alburn with 4 face umonnt ot SR,
I Bunk service churpes for June were $54
Tnstewctions
(U Pregare o bank reconciliation. (15%)

(2) Journilize the nece:

v adjusting entrics, (9%,

AJohn Company ins heen autharized 10

of 10%, cumulative, pre

e stk with apac value of §100,

Instructions  (22%)

P'repare the entrivs for the fullowing activns:

E1FSO,000 shares of connnon stock g

e issued for cosh at §12

(2) 1000 shures of preferred stock
492,000

aressued fur cash at $140 per share

uees ol common stock are issued in exel

Iniemarket value of the legal services is $30,000,

(4) Fxehanged 8,000 shures of commen slock for Tanad, The fair manket value of conunan atocl

(53 The board of directors declared cash dividends $50,000 and 109,
cunman stock oulstanding: market value at declurution, $15 per shure,
(0} Puidd the dividends ol

(7) Juhin Company reacquired 1,000 shates o 115 own conion stock for §14,

(81 One Tundrd of the treu:

ry shares were relssued a §15,
190 Tghty of the treasury shares were reissued al §12

L Stockhollers of the corporation donated 200 shares o their comman stock (o the company.
(11 The 200 shares of trensiry stock received by doation w

reissued for $2,400,

%

i2e ot Jepal services is the ineorporadon process

15 e

I 0

1L

e TOL00 shares al' $ 1) par valve common stock und 8,000 shares

I

o stock dividend on 60,000 sharey of




