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Application Problem 12-12

(Activity ratios)
The following financial information is for Ambroise Industries Inc.:

Sales $5,032,000 $4,573,000
Cost of goods sold 2,214,080 2,012,120
Accounts receivable 631,890 527,210
Inventory 829,600 735,420
Accounts payable 188,350 214,410
Total assets 1,885,510 1,808,030

Ambroise is a distributor of auto parts operating in eastern Ontario that offers 30-day terms and has all sales on credit. The company has a large inventory due to the
number of parts it stocks for different makes and models of cars. Most of its suppliers offer terms of 30 days, and Ambroise tries to stay on good terms with its suppliers by
paying on time.

What is the average time it takes Ambroise to collect its accounts receivable? (Round answer to 1 decimal place, e.g. 18.4.)

Average collection period days

What is the average length of time that it takes Ambroise to sell through its inventory? (Round answer to 1 decimal place, e.g. 18.4.)

Days to sell inventory days

What is the average length of time that it takes Ambroise to pay its payables? (Round answer to 1 decimal place, e.g. 18.4.)

Accounts payable payment period days





image6.png
The cash-to-cash cycle is the length of time from when a company purchases an item of inventory to when it collects cash from its sale, reduced by the days it takes to pay
the related accounts payable. How long is Ambroise’s cash-to-cash cycle? (Round answer to 1 decimal place, e.g. 18.4.)

Ambrose’s cash-to-cash cycle days

Assume that Ambroise finances its inventory with a working capital loan from the bank. If Ambroise could improve its inventory management system and reduce the days to
sell inventory to an average of 50 days, how much lower would the company’s bank loan be? (Round answer to 0 decimal places, e.g. 45,482.)

Company’s bank loan would be  $

Question Attempts: 0 of 2 used SAVE FOR LATER SUBMIT ANSWER
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Application Problem 12-20

(Ratio analysis over time)
The following information comes from the accounting records of Hercep Ltd. for the first three years of its existence:

Statement of Financial Position

Assets
Cash $23,300 $18,600 $23,800
Accounts receivable 70,200 48,200 130,800
Inventory 119,000 128,600 220,500
Capital assets (net) 444,600 448,900 510,700
Other assets 248,300 193,700 292,600

$905,400 $838,000 $1,178,400

Liabilities and equity

Accounts payable $92,400 $53,400 $110,000
Long-term debt 218,400 242,500 480,600
Common shares 493,000 493,000 493,000
Retained earnings 101,600 49,100 94,800

$905,400 $838,000 $1,178,400

Statement of Earnings

Sales $660,000 $760,000 $850,000
Cost of goods sold (389,400) (513,760) (595,000)
Other expenses (183,400) (217,600) (235,700)

87,200 28,640 19,300
Income tax (26,160) (8,592) (5,790)

Net income $61,040 $20,048 $13,510
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Prepare common size income statements. For 2014, use year-end values, not averages, for the assets in your calculations. (Round answers to 1 decimal place, e.g.
13.5%.)

Sales % % %
Cost of goods sold % % %
Gross margin % % %
Other expenses % % %
Income taxes % % %
Net income % % %

Calculate the following ratios for the company for the three years. (Round answers to 1 decimal place, e.g. 12.4 or 13.5:1.)

Current Ratio i1 i1 i1
Quick Ratio 01 01 01
A/R Turnover times times times
Average Collection Period days days days
Inventory Turnover times times times

Days to Sell Inventory days days days
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Calculate the following ratios for the company for the three years. For 2014, use year-end values, not averages, for the assets and equity in your calculations. (Round

answers to 1 decimal place, e.g. 15.1%.)

%

Debt to Equity % %
Return on Assets % % %
Return on Equity % % %

Question Attempts: 0 of 2 used

SAVE FOR LATER SUBMIT ANSWER
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Application Problem 5-13
Financial statement data for Gibbons Electronics Company for 2016 follow.

GIBBONS ELECTRONICS COMPANY
Comparative Statement of Financial Position

Dec. 31, 2016 Dec. 31, 2015

Assets
Cash $286,000 $299,000
Accounts receivable 330,000 377,000
Inventory 309,000 268,000
Prepaid insurance 44,000 34,000
Total current assets 969,000 978,000
Property, plant, and equipment 658,000 590,000
Accumulated depreciation (164,000) (122,000)
Net capital assets 494,000 468,000
Total assets $1,463,000 $1,446,000
Liabilities and shareholders' equity
Accounts payable $75,000 $55,000
Wages payable 16,000 12,000
Unearned revenue 47,000 35,000
Income taxes payable 58,000 48,000
Total current liabilities 196,000 150,000
Bonds payable 502,000 570,000
Total liabilities 698,000 720,000
Common shares 360,000 286,000
Retained earnings 405,000 440,000
Total shareholders' equity 765,000 726,000

Total liabilities and shareholders' equity $1,463,000 $1,446,000
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GIBBONS ELECTRONICS COMPANY

Statement of Income
For the year ended December 31, 2016

Sales revenue $3,842,000
Gain on sale of equipment 19,000
3,861,000
Expenses
Cost of goods sold $2,123,000
Wages expense 358,000
Depreciation expense 119,000
Other operating expenses 550,000
Interest expense 59,000
Income taxes 340,000
Total expenses 3,549,000
Net income $312,000

Additional information:

1. Equipment that cost $116,000 and had a net carrying amount of $39,000 was sold for $58,000.
2. Dividends were declared and paid during the year.
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Prepare a statement of cash flows for Gibbons Electronic Company for the year ended December 31, 2016. Include supplementary information to disclose the amounts paid
for interest and income taxes using the indirect method. (Show amounts that decrease cash flow with either a - sign e.g. -15,000 or in parenthesis e.g.

(15,000).)
Gibbons Electronics Company

Statement of Cash Flows
For the Year Ended December 31, 2016

g $

Determine the cash flows from operating activities using the direct method. (Enter negative amount using either a negative sign preceding the number e.g. -45 or
parenthesis e.g. (45).)

Net cash # by operating activities $

Question Attempts: 0 of 2 used  SAVE FoR LATER  [TIRENEIES
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Application Problem 12-7
(Inventory turnover)

Information on the activities of Novel-T Toys Ltd. is as follows:

Cost of goods sold $877,580 $1,051,540 $1,209,900
Average inventory 130,000 153,800 207,320

$1,377,950
317,580

$1,380,930
423,340

Do a trend analysis of the inventory turnover for each year. Also calculate the days to sell inventory ratio for the respective years. (Round inventory turnover to 2

decimal places, e.g. 18.42 and number of days to 1 decimal place, e.g. 13.6.)

2012

2013

2014

2015

2016

days
days
days
days

days

Question Attempts: 0 of 2 used

SAVE FOR LATER SUBMIT ANSWER




