Question 1

Answer:
	Income Statement

For the Month of May

	Sales
	$14,000              

	Cost of sales
	8,000

	Net income
	$6,000


	Balance Sheet

At the End of May

	Cash
	$  4,000

	Accounts receivable
	14,000

	Inventory
	8,000                      

	Total assets
	$26,000

	
	

	Accounts payable
	$        0

	Bank loan
	2,000

	Total liabilities
	2,000

	
	

	Contributed capital
	18,000  

	Retained earnings
	6,000

	Total equity
	24,000

	Total liabilities and equity
	$26,000


Question 2  Answer:
Periodic Inventory System

WEIGHTED AVERAGE

COGAS = 82 @ $71.74 = $5883   (divide 5883 by 82 to get the unit price 71.74)

COGS = 45 @ $71.74 = $3228.30  (multiply the 45 units sold by the unit price)

Ending inventory = 37 @ $71.74 = $2654.38 (37 = opening units + units purchased – units sold)

Gross profit = $5500 – $3228.30 = $2271.70  (Sales revenue - COGS)
FIFO

COGAS = 82 @ different prices = $5883
COGS = 12 @ $62 = $ 744


   13 @   70 =    910


(Remember, first in first out)


    5  @   70 =    350


   15 @   72 =  1080

   45
           $3084

Ending inventory = 10 @ $72 = $ 720



        27 @ $77 =   2079


        37
    $2799
Gross profit = $5500 – $3084 = $2416
SPECIFIC IDENTIFICATION
COGAS = 82 @ different prices = $5883
Ending inventory  =  15 @ $77 = $1155


          15 @   72 =   1080


            7 @   70 =    490


          37
       $2725
COGS = $5883 - $2725 = $3158

(COGS = COGAS – Ending inventory)
Gross Profit = $5500 – $3158 = $2342
Question 3

Answer: 

	Delphi Corporation

Income Statement

For the Year Ended December 31, 2006

	Sales to General Motors
	 $   9,344 

	Sales to other customers
	13,393 

	Total sales
	22,737 

	Cost of sales
	21,966 

	Gross profit
	 771 

	Other operating expenses
	 5,313 

	Operating income (loss)
	(4,542)

	Other nonoperating expenses
	 792 

	Loss before taxes
	(5,334)

	Tax expense (benefit)
	130

	Net income (loss)
	$ (5,464)


	Delphi Corporation

Balance Sheet

At December 31, 2006

	
	

	Cash
	$  1,608 

	Accounts receivable
	 4,341 

	Inventory
	 1,924 

	Other current assets
	 2,043 

	Current assets
	 9,916

	
	

	Property, net
	 4,066 

	Other long-term assets
	 1,410 

	Total assets
	$15,392

	
	

	Accounts payable
	$  2,585

	Other current liabilities
	 5,819 

	Current liabilities
	 8,404

	
	

	Long-term liabilities
	18,861 

	Total liabilities
	27,265

	
	

	Contributed capital
	 2,905 

	Retained earnings
	(11,893)

	Other equity
	(2,885)

	Total equity
	(11,873)

	Total liabilities and equity
	$15,392 


Question 4

a.

	
	Year 1
	2
	3

	SalesRevenue
	$368,000
	$374,000
	$373,000

	Bad Debt Expense
	3,680
	3,740
	3,730

	Other Expenses
	340,000
	342,000
	342,750

	Net Income
	$  24,320
	$  28,260
	$  26,520


	Alternative Scenario
	1
	2
	3

	Sales Revenue
	$368,000
	$374,000
	$373,000

	 Bad Debt Expense
	3,680
	7,480
	5,595

	 Other Expenses
	340,000
	342,000
	342,750

	Net Income
	$  24,320
	$  24,520
	$  24,655


 b.

Question 5

No solution. You should be able to figure this out on your own.
5

