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1. (26%) FIJUA Corporation produces MP3 players. Income statements and balance sheets for the years

ended December 31, 2020 and 2019, are presented.

FJUA Corporation
Comparative Income Statements
For the Years Ended December 31, 2020 and 2019

2020 2019
Net sales revenue $ 600,000 $ 575,000
Cost of goods sold (500.000) (460.000)
Gross margin $ 100,000 $ 115,000
Operating expenses (66.000) (60.000)
Operating income $ 34,000 $ 55,000
Gain on sale of land 1,000 0
Interest expense (7,000) (4,000)
Interest revenue 3.000 1.000
Income before income taxes $ 31,000 $ 52,000
Income taxes (12.000) (21.000)
Net income $ 19.000 $ 31.000
FJUA Corporation
Comparative Balance Sheets
December 31, 2020 and 2019 -
2020 2019

Current assets:

Cash and cash equivalent $12,000 $13,000

Accounts receivable (net) 89,000 70,000

Interest receivable 3,000 7,000

Inventory 103,000 88,000

Prepaid expenses 6.000 9,000
Total current assets $213.000 $187.000
Property, plant, and equipment:

Land $69,000 $66,000

Machinery and equipment 172,000 156,000

Accumulated depreciation, machinery and equipment (113.000) (102.000)
Total property, plant and equipment $128,000 $120.000
Total assets $341.000 $307.000
Liabilities and Equity
Current liabilities

Accounts payable $63,000 $77,000

Dividends payable 2,000 0

Interest payable 3,000 1,000

Income tax payable 3.000 5.000
Total current liabilities $71,000 $83,000
Long-term debt 75.000 42.000
Total liabilities $146.000 125,000
Equity

Common stock, no par $26,000 $26,000

Retained earnings 169.000 156.000
Total equity $195.000 $182.000

Total liabilities and equity $341.000 $307.000
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The following additional information is available.

a. Dividends declared during 2020 were $6000.

b. The market price per share of stock on December 31, 2020, was $14.50.

c. Equipment worth $16,000 was acquired by the issuance of a long-term note ($10,000) and by paying]
cash ($6,000).

d. Land was acquired for $6,000 cash.

e. Depreciation was included in operating expenses for 2020.

f. Land was sold at the price of $????, where its original cost 1s 3,000.

g. Prepaid expense is relative to operating expenses.

h. Interest payments and receipts are classified as operating assets, and dividend payments is classified as
financing activities.

i. Tax payments is classified as operating activities.

Required:

(1) Using the indirect method to prepare the statement of cash flows for the year ended December 31, 2020.

(2) Using direct method to prepare the cash flows from operating activities section of a statement of cash
flows for the year ended December 31, 2020. (6%)

(3) Comment on the indirect method and direct method to prepare the statement of cash flows. (5%)

2. (24%) FJUM Enterprises purchased 20% of the outstanding common stock of Novel, Inc., on April 1,

2020, paying $750,000 for stock, plus brokerage fee $10,000. During 2020, Novel reported net income of}

$300,000 and paid dividends to shareholders of $50,000. On December 31, 2020, FTUM’s investment in Novel

stock had a fair market value of $790,000. On January 2, 2021, FJUM sold half investment of Novel, Inc.

stock for $450,000.

Required: Assuming this is the only security owned by FJUM, prepare all journal entries required by FJUM

in 2020 and on January 2, 2021 assuming:

(1) The security is classified as a FVTPL (Fair Value Through Profits or Loss) financial asset—equity.

(2) The security is classified as an FVTOCI (Fair Value Through Other Comprehensive Income) financial
asset—equity.

(3) The equity method is applied to the investment.
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3 A A $10,000 $17,500 $26,000 $12,500
TN $11,500 $18,500 $30,000 $16,000
TR $10,000 $19,000 $26,000 $11,500
IRBEEFRER $10,500 $18,000 $32,500 $15,000
BREASHZ aEES $1,500

BAE CFIUZ R 232021 xR B AR KA RMAAR SO RWZRERET (BEBRMKIRI) -

MR LALRALE THHERS ) BEX
QABMUE QI T ERGEMKERA -
3EARFEEFTEEATIMS - 28 - FAKARTHITE  UEFTIRTAHE -






