i 15-4

APPLICATION PROBLEM

Preparing a balance sheet for a corporation

the Working Papers. or completing this problem is also given in the Working Papers. The December 31
balance in retgj

Instructions:
1. Prepare a balance sheet in report form.

MASTERY PROBLEM (Peachtree .

Preparing financial statements

15-6

The work sheet for Lighting Center, Inc,, for the year ended December 31 of the current year and forms for
completing this problem are given in the Working Papers.

Instructions:

1. Prepare an income statement. Calculate and record the following component percentages: (a) cost of mer-
chandise sold, (b) gross profit on sales, (c) total expenses, and (d) net income or loss before federal income
tax. Round percentage calculations to the nearest 0.1%.

. Prepare a statement of stockholders’ equity. The company had 90,000 shares of $1.00 par value stock out-
standing on January 1. The company issued an additional 10,000 shares during the year.

. Prepare a balance sheet in report form.
4. Calculate the earnings per share and price-earnings ratio. The current market price of the stock is $28.

CHALLENGE PROBLEM __

Analyzing compgnent percen}/ges and financial ratios

Instructions:

1. Obtain the financial state of two corporations in similar industries. Calculate the income statement

er share, and price-earnings ratio of each corporation. The current
ined from a newspaper or online. Note: Annual reports may be avail-

jc library. They can also be found online.
2. Contrast omponent percentages of the ¢

anies. Identify which company you believe is performing
better.
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m MASTERY PROBLEM (continued)
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m MASTERY PROBLEM (continued)
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Name Date Class

m MASTERY PROBLEM (continued)

2.
4'
Earnings per Share
Net Income after . Number of Shares B Earnings per
Federal Income Tax ' Outstanding B Share
5 s - s

Price-Earnings Ratio

2 . Earnings per B Price-Earnings
Market Price per Share - Share = Ratio
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m MASTERY PROBLEM (concluded)

3.
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