2005-2006

ACY1111 Suggested Solution

Problem 1
Part A
Items Details Dr. (S) Cr. (S)
1 No entry is required
2 Printing Charges 40
Cash 40
3 Cash 90
Accounts Payable 90
4 No entry is required
5 No entry is required
6 Accounts Receivable 420
Cash 420
7 Cash 1,090
Bank Charges 10
Note Receivable 1,000
Interest Receivable 100
Part B
Items Details Dr. (S) Cr. (S)
a Bad Debt Expense 41,100
Allowance for Doubtful Accounts 41,100
(1,400,000-30,000)x3%
b Bad Debt Expense 8,650
Allowance for Doubtful Accounts 8,650
21,000+3,500-15,000-(1,400,000+350,000-30,000-
1,100,000-15,000)x3%

These are suggested solutions and for reference only. CUSA is not responsible for the accuracy of the
contents.



Problem 2

(a)

Foster Industries, Inc.

Statement to calculate the cost of machinery

Purchase Cost
Legal Bill

Delivery Expenses
Repair Expense

Installation Cost

(b) Depreciation Expense

$200,000
3,000
6,000
6,000
35,000

$250,000

Year Depreciation Expense (S)
2002 | 250,000x20%x3/12 12500
2003 | 250,000x20%x9/12 + 47500
(250,000-50,000)x20%x3/12
2004 | (250,000-12,500-47,500-5,000)x1/4 46250
(c)
Details Dr. (S) Cr. (S)
Depreciation Expense 23,125
Accumulated Depreciation 23,125
46,250x6/12
Accumulated Depreciation 129,375
Machinery 130,000
Machinery 250,000
Gain on Disposal 9,375

Problem 3
Out of syllabus

These are suggested solutions and for reference only. CUSA is not responsible for the accuracy of the

contents.




Problem 4

Date Details Dr. (S) Cr. (S)
2007
Jan 25 Cash 2,400,000
Common Stock 600,000
Paid-in Capital in excess of Stated Value 1,800,000
Feb 18 Retained Earnings 600,000
Dividends Payable-Preferred 360,000
Dividends Payable-Common 240,000
Mar 15 Dividends Payable-Preferred 360,000
Dividends Payable-Common 240,000
Cash 600,000
May 20 Retained Earnings 1,840,000
Common Stock Dividends Distributable 460,000
Paid-in Capital in excess of Stated Value 1,380,000
Jun 15 Common Stock Dividends Distributable 460,000
Common Stock 460,000
Jul 10 Treasury Stock 1,900,000
Cash 1,900,000
Jul 16 Cash 800,000
Treasury Stock 760,000
Paid-in Capital from Treasury Stock 40,000
Dec1 Cash 900,000
Paid-in Capital from Treasury Stock 40,000
Retained Earnings 200,000
Treasury Stock 1,140,000

These are suggested solutions and for reference only. CUSA is not responsible for the accuracy of the

contents.



