1. The Chung Hua Company issued all of its 4,000 shares of authorized preferred stock on July 1, 2002.  For cash of $210 per share.  The preferred stock has no par value, has a stated value of $10 per share, is entitled to a cumulative basic preference divided of $16 per share, is callable at $208 beginning in 2008, and it entitled to $206 per share in liquidation, plus cumulative dividends, if any.  Chung Hua also has 16,000 share (authorized to issue 2,000 shares) of common stock outstanding with a stated value of $20.  These shares were originally issued for $100 per share.  On June 30, 2004, the end of its second year of operations, the company’s retained earnings amount to $320,000.  No dividends have been declared on either class of stock since the date of issue.
(A) Prepare the stockholders’ equity section of the company’s June 30, 2004, balance sheet in proper form, including disclosures.

(B) Compute the book value in total and per share of each class of stock as of June 30, 2004, assuming the preferred stock is nonparticipating.       [30%]
2. State the income statement and balance sheet effect that each of  the following would have for 2002:  

(A) No adjustment was made for accrued interest of $1500.

Income Statement--____________________________________________________________.

Balance Sheet--_____________________________________________________________

(B) No Depreciation was booked for a $100,000 machine that we purchased during the year.

Income Statement--____________________________________________________________.

Balance Sheet--_____________________________________________________________

(C) Service worth $ 2500 were completed during the period but not recorded.

Income Statement--____________________________________________________________.

Balance Sheet--_____________________________________________________________

                                                                                                                      [20%]
3. For each of the unrelated transactions prepare a journal entry to record the transaction.

(A) The owner invested $160,000 cash in the business.

(B) Trucks were purchased and paid for $42,000.

(C) Sales to customers on account were $60,000.

(D) The owner withdrew$5,000 cash for the business.

(E) $12,000 was paid in cash for a three-year insurance policy.             [20%]
4. Cheng Kuang Company has provided the following actual cost data for your use in determining variable factory overhead costs and fixed factory overhead costs for budgeting purposes:
                                                                                     Quarters


                                                          Spring                         Summer                   Fall 


Machine Hours                          70,000                          80,000                    90,000
Direct material                        $147,000                    $168,000                 $189,000 

Direct labor                               350,000                       400,000                  450,000
Factory overhead                        50,400                          56,700                  63,000
Salespersons’ Salaries              182,000                         208,000                234,000

Warehousing                              56,000                           64,000                  72,000

Executive Salaries                     90,000                            90,000                  90,000

                                                    $875,400                      $986,000       $1,098,000  


Required:

A) Determine an overall variable factory overhead rate per machine-hour and total fixed factory overhead using the high-low method, assuming management believes no other major affect cost behavior.

B) Determine the cost estimating function for factory overhead.

C) Give the budgeted amount in each of the six accounts if the management of smile, Inc., budgets 83,600machine-jpirs for the winter quarter.                  [30%]   

