






Question 3: Balance Sheet 

Prepare a balance sheet for DEF Corporation as of December 31, 2006, using the following 

appropriate information. (20 points) 

Sales $250,000 Cash $242,500 

Retained Earnings $249,000 Acc. Depreciation, Buildings $3,000,000 

Investments $1,499,500 Prepaid expenses $131,000 

Salary expenses $400,000 Common Stock $5,005,000 

Land $1,480,000 Taxes Payable $550,000 

Goodwill $340,000 Gross Profit $222,000 

Accounts payable $100,000 Buildings $10,000,000 

Wages payable $1,400,000 Notes receivable $122,00 

Marketable securities $1,112,000 Inventories $1,986,000 

Notes payable $65,000 Equipment $2,000,000 

Useful life of equipment 10 years Bonds Payable $950,000 

Notes payable (due in 2010) $7,450,000 Accounts receivable $506,000 

Interest payable $50,000 Equipment $1,000,000 

Age of equipment as of Dec. 31/06 3 years   

 

  



Question 4: Income Statement 

You are given the following data.  Prepare an Income Statement for XYZ Corporation for the 

year ended December 31, 2005. (20 points) 

Tax rate 35% Purchases $400,000 

Sales returns $1,000,000 Cash $500,000 

Gross Sales $20,000,000 Delivery Expense $15,000 

Jan. 1, 2005 Inventory $1,475,000 Advertising Expense $220,000 

Other Expenses $300,000 Taxes Payable $830,000 

Accounts receivable $200,000 Dec. 31, 2005 Inventory $300,000 

Rent expense $180,000 Salaries expense $5,000,000 

Building $4,000,000 Commissions $1,400,000 

Other Income $700,000 Lease Expense $220,000 

Prepaid Expense $25,500 Goodwill $225,000 
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