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Chapter 1
E1.24 	Net income = $12,000

E1.25 	Dividends declared (2017): $2.2 million
	Expenses (2018): $11.2 million
	Retained earnings (2019): $2.8 million

E1.29 	General Electric r = 10.5%

P1.30	Cash (2018): $10,000
	Long-term debt (2018): $52,000
	Treasury stock (2019): $(8,000) 
	Change in cash (2019): $16,500


Chapter 2
E2.19 	Cash flow from investing activities (2016) = $(1,004) 
	Cash flow from investing activities (2017) = $(2,312) 

E2.21 	Cash flow from operations $8,000 
	Cash flow from investing $(2,500) 
	Cash flow from financing $10,200 

P2.22 	Net income = $4,000 
	Total assets = $81,000 
	Cash flow from operations = $(11,000) 

P2.24 	Total assets (BOM) = $123,000 
	Total assets (EOM) = $152,000 

P2.26 	(2018 figures) 
	ROE = 28.2% 
	ROA = 15.3% 
	ROS = 19.6% 
	Asset turnover = 0.78

P2.29 	Net income = $(95,500) 
	Total assets = $5,638,500 
	Cash flow from operations = $(28,000) 


Chapter 3
E3.14	1.I; 2.F; 3.O; 4.N; 5.F; 6.O; 7.O; 8.I; 9.N; 10.F

E3.18	Basic EPS = $2.75
Diluted EPS = $2.36

P3.23 	CFFO = $160,000
CFFI = $(610,000)
CFFF = $650,000

P3.24 	CFFO = $948,801
CFFI = $(1,318,764)
CFFF = $381,405


Chapter 4
E4.13
	
	2017
	2018

	ROE
	29.7%
	17.5%

	ROA
	12.4%
	7.0%

	ROS 
	40.6%
	20.8%



E4.17
	
	2017
	2018

	Quick ratio
L.T. debt-to-assets
	2.06
.27
	2.55
.28

	Interest coverage 
	5.69x
	6.39x



E4.21
	
	2017
	2018

	Receivable turnover
Inventory turnover
	9.66x
4.99x
	9.38x
4.26x




P4.29	Total assets = $685,000
Maximum dividend = $70,000


Chapter 5
E5.14 
	
	CY
	P{Y

	Allowance for uncollectible accounts / Accounts receivable
	3.7%
	3.0%



E5.18 
	
	2018
	2017

	Receivable turnover
	9.38x
	9.66x

	Receivable collection period
	38.91 days
	37.8 days

	Incremental cash flow
	
	$778 million



P5.21 
	
	Year 2
	Year 1

	Point-of-Sale Net Income
	$140,000
	$96,000

	Installment Net Income
	$81,161
	$3,765



P5.23 	Percentage of Completion Net Income
Year 1 	$ 20,000,000 
Year 2	 30,000,000
Year 3	35,000,000 
Year 4	     15,000,000
Total	 $100,000,000 

P5.26 	Allowance for uncollectible accounts $37,250
Bad debt expense $6,650 




Chapter 6 
E6.13 

	Periodic/Perpetual
	2019
	2018

	Cost-of-goods sold
	$2,710
	$3,090

	Ending inventory
	1,260
	1,050



E6.17 
	
	2018
	2017

	Inventory turnover
	3.74x
	3.38x

	Inventory-on-hand period
	97.6 days
	108.0 days

	Gross profit percentage
	61.7%
	62.4%



P6.24 	Cost-of-goods sold 
	
	Jan
	Feb

	FIFO
	$806,025
	$913,760

	LIFO
	816,385
	958,120

	Wt. average
	809,146
	940,415



P6.25 	Periodic
	
	EI
	COGS

	FIFO
	$42,000
	$344,000

	LIFO
	33,000
	353,000

	Wt. average
	41,350
	344,650



P6.27 	1.	a.	$8,520 
b. 	$(32,820) 
c. 	$1,752 
d. 	$9,732

2. 	$144 million

P6.29 	1.	300 units 
2. $6,000 
3. 230 units 
4. $5,400 




Chapter 7
E7.14 	  a. 
	Purchase price
	$275,000

	Demolition of old structure
	50,000

	Legal fees	
	35,000

	Land cost
	$360,000



E7.21
	
	2018
	2017

	Intangible asset turnover
	0.61x
	0.50x

	Fixed asset turnover
	4.01x
	3.79x

	Accum depr / Gross fixed assets
	55.35%
	53.84%



E7.24
	
	Years 1-8
	Year 9

	Depreciation expense
	$81,000
	$27,000




Chapter 8
E8.19	Unrealized decline in value in 2018:  $22.0 million
Reported as a component of Other Comprehensive Income on the balance sheet

E8.22
	
	2020
	2019

	Cash dividends paid
	$116
	$159

	Undistributed earnings
	$765
	$485



E8.24
	
	2020
	2019

	Book value of investment
	$6,758,750
	$6,865,000



P8.29	
1.	Equity in loss of Watertown Consolidated	$(350,000)
2.	Year-end balance sheet value of investment	$50.775 million

P8.31	Partial Consolidated Balance Sheet (in millions)

Assets (from Colton)	$140
Assets (from Benton)	  100
Goodwill	  20
Total	            $260

P8.35	
1. Total assets = $2.4 million
2. Cumulative translation adjustment = $126,316
3. Depreciated


Chapter 9
E9.15 	Issue Price 
Bond A $1,021.88*
Bond B $973.56* 
		
* Answers may vary due to rounding differences.

E9.17	Proceeds from sale = $41,970,249*
Interest expense for Year 1 = $3,370,772 

*42,333,833 if computed using excel

E9.21	Proceeds from sale = $52,245,738
Interest expense = $2,085,728
Book value of premium at end of Year 1 = $1,831,466 

P9.29 
1. Discount 

P9.32 
1 $16.304 million 
2 Lease liability & Leased asset = $120 million 
3 Interest expense = $7.2 million
	Amortization expense = $12 million 
4 Operating lease = $16.304 million 
Finance lease = $18.654 million 


Chapter 10
E10.14 	Deferred income tax liability
(a) 	Tax rate – 25% = $12,500
(b) 	Tax rate – 20% = $10,000

P10.22
	
	Year 1
	Year 2

	Deferred tax asset
	$2,231
	$250

	Cumulative deferred tax Asset
	$2,231
	$2,481

	
	
	



P10.25
1. Swap six percent fixed for 3.1 percent fixed plus LIBOR (six month trailing)
2. Breakeven LIBOR = 2.9 percent.




Chapter 11
E11.14 
	Shareholders’ Equity 
	12/31

	Common stock
	$      800,000

	Additional paid-in-capital 
	94,300,000

	Retained earnings 
	40,100,000

	Treasury stock
	   (8,450,000) 

	Total
	$126,750,000


 
E11.17 
	Shareholder’s Equity 
	Year-end

	Common stock, $0.333 par 
	$132,000

	Additional paid-in-capital 
	1,408,000

	Retained earnings
	 260,000


[bookmark: _GoBack] 
E11.20 
	
	Preferred Stock
	Debentures

	Adjusted conversion ratio following the 10% stock dividend
	3-to-1
	46-to-1



P11.25 

	
	12/31/2018 

	Par value per share 
	$0.333

	Number of shares outstanding 
	25,900,000


 

Chapter 12
E12.11 	Cost of equity = 9.8% 

E12.16 	Free cash flow to equity = $500 

E12.19 	Equity value per share = $1.58 

E12.22 	
1. $5.48 per share 
2. $160.40 per share 

P12.26	CFFO = 	$56,560
CFFI = 	$(40,560)
CFFF = 	$8,000 
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