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As of January 1, 2005, Grand Cor. inslalled the retail method ol accounting for its merchandise
inventory.

Ta prepare the store’s [Inancial slalements al Diecermber 31, 2005, yoo obtain the [ollowing data.

Cosl Selling I_'_riri:u
Invenlory, January | 130, (0} $43,000
tarkdeans 10,500
" Markups 9,200
Markdown cancellations &, S0
Markup cancellations 3,200
Purchases 145,500 155,000
Sales 159,000
Purchase reiums and atlowances 2,80 4,00
Sales colrns ond allowances GO0

Tnstrucfions

ia) Propare @ scheduie to compure Grand s Decerer 31, 2005, inventory under the conveniional relail
meihod of accouwnting fur mventarnies, {10%)

{b] Wilkoul prejudice 1o your solulion to parl (a), assulne that vou compuled the December 36, 2003,
invertory Lo be $54,000 at retail and the ratio of cost (e relail to e F0%. The generai price levet has
imereased form 100 at January !, 2005, to 108 at December 31, 2005. Prepare a scheduls to compule
Grand's Teeemeer 11, 20035, inventory at the Deceniber 31 price level under the dofiar-value LIFD

retail metbod,

2o 19%0)
The following intormelion pertains to Coach Company for 2004,
Netwneonie for e vear
&% convertible bonds issued at par (31,000 per bond). Each
baod is convertible fide 40 shares of commen stack,
v convertible, cumulative preferred stock, $100 par value.
Each share is coprvertibile into 2 shares of commuon stock.
Comman stock, $10 pac value
{ommon slock aplions {granted in 8 poor year) Lo purchase
50,000 shares of commun stock at 520 per share
Tax tate for 2004
Average market price of commen stock

{107%)

52,400,000
F2.000,000

51,000,000
56,000,000

500,000
4%
B35 per sharc

There were no changes during 2004 in the numiber of comumen shares, preferred shares, or converlible

honds ulstanding. There s no {reasury stock.
Enstructinmns .

{a) Compule basic earnings per share for 2004,
(b} Campute dileied earnings per share for 2004,

(©%)
(10%)
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Eclley Ca. purchased a put option on Flynn eommon shares o July 7, 2004, for $170. The-put option is
for 200 siares, and {ile strike price is $50. The oplian expires on January 31, 2003, The {aitowing data are
availuble with respect to the put oplio:

_ Date Market Price of Flynn Shares Time_Value of Put Oplion
September 30, 2004 $54 per share sS85
December 31, 2004 £52 per share A5
January 21, 2005 $35 per share 0

instrugtions

Vrepare the youmal eniries for Kelley Co. for the foilowing dates:

(2} July 7, 2004— Invesument in put option on Flynn shares. {500

{b] Scptentber 30, 2004—Kelley preparcs financial stateiments, {5%)

(¢) December 31, 200d—1K clley prepates financial slatements, [5%)

[y January 31, 2005—Put optin expires. (5%}

& - (12%)

Baterman Industrics, a 1S, curporation, anlicipates a coenlract based on December 2, 2003,
diseussions o sell hemvy cquipment to Ramsay Ltd. of Scotland for 500,000 British pounds. The
equipment will likely be delivercd and the amount coliected on March 1, 2004

In order 1o hedge its anticipated commitinent. Baleman entered inte a forward contract oi December
2 10 gebl 500,600 British poumds fur delivery on March 1. The furward contract meats all the coanditions of
A% Siatemend Mo, 133 for a cash flow hedge of an anticipated foreign currency commitment.

Fxchanpe rates for British pounds on seleeted dates are as fallows:

Rritizh pounds 12:2403 123102 3104
Sl Tt A, 700 E1.700 51720
f-day (wlures 1.080 1.650) 1.700
lasiruclions
Preparc the necessary journal enbrics on Dateman's boaks to accounl [t
1. The forward contracl on December 2, 2003 (2%}
2. Year-end adiustments redating to the forward contracl on December 31, 2003, {2%a)
1. The delivery of the cowmpment a11d settlenent of al] aceounts with Ramsay [.1d. and the exchange
braker on Moereh 1. 2004 {8%%)
ot 9]

Patrich omeration paid $1,500,000 for 90000 shares of Striper Corporation's 100,000 cuistanding
shares on Januacy |, 2003, when Stnper's stockholders’ equily cansisted ol 51,000,000 of L0 par
cormon stoek and $500,000 retaincd earnings, The cxuess cost over book valuc acquired was assipned 1o
poudwill, On January 2, 2005, Striper sold an additional 20,600 shares o 1he public for $60HL000, and iws
stockholders' equity hefore end after issuance of the additional 20,000 shares was as folinws {in
thousands):

January 1,2003 January 2, 2003

L _ (Pefore Issuance) _[Afler Jssuance]
%16 par comtion stock 51,000 £1.200
Additivnal paid-in capital - ' 400
Retained earnings __®BOa B0k
Tatal stockholders' equity $1,800 FYACALN,
Instruciions '
i. Determine Patrick's investment in Striper account balance on Jancary 1, 2005 (3%}
2. Prepare fhc entry oa Patrick’s books Lo account for its deereazed ownership intetest if gain or Jass is not
recopnized. ' ; ' (3%}
1. Prepare the eniry on Pamck’s books ko account for s decreascd nwoeiship interesl i gain ar less is

*tecogmived. (3%}



