Mugan-Akman 2007

Solutions Chapter 8 


E 8-1 Murpi Company

	a.
	Repayment Date
	Repayment Amount

	
	
	(in TL)

	1
	30-Jun-08
	42.500

	2
	31-Dec-08
	42.500

	3
	30-Jun-09
	42.500

	4
	31-Dec-09
	42.500

	5
	30-Jun-10
	42.500

	6
	31-Dec-10
	42.500

	7
	30-Jun-11
	42.500

	8
	31-Dec-11
	42.500

	9
	30-Jun-12
	42.500

	10
	31-Dec-12
	42.500

	11
	30-Jun-13
	42.500

	12
	31-Dec-13
	42.500

	13
	30-Jun-14
	42.500

	14
	31-Dec-14
	42.500

	15
	30-Jun-15
	42.500

	16
	31-Dec-15
	42.500

	17
	30-Jun-16
	42.500

	18
	31-Dec-16
	42.500

	19
	30-Jun-17
	42.500

	20
	31-Dec-17
	42.500

	
	Total
	850.000


	b. 
	
	
	

	Current Portion of long term loan:
	
	

	
	the amount that will be paid in 2005 or 42,500 x 2 =
	85.000

	
	
	
	

	31-Dec-07
	Current Portion of Long term Debt
	85.000
	

	
	      Long term Debt
	
	85.000

	
	
	
	

	c. Journal Entries
	
	

	30-Jun-07
	Cash
	850.000
	

	
	    Bank Loan
	
	850.000

	
	
	
	

	31-Dec-07
	Interest Expense
	106.250
	

	
	   Cash
	
	106.250

	
	* 850,000 x 0.25 x 6/12
	
	

	
	
	
	


E 8-2 Marble 

	a. interest stated separately
	
	

	 15 July 2005
	
	
	

	Cash
	
	250.000,00
	

	      Bank Loans
	
	250.000,00

	
	
	
	

	31 December 2005
	
	
	

	Interest Expense
	29.534,25
	

	          Interest Payable
	
	29.534,25

	*250,000 x 0.28 x 154/365
	
	

	
	
	
	

	11 April 2006
	
	
	

	Bank Loans
	
	250.000,00
	

	Interest Expense
	22.246,58
	

	Interest Payable
	29.534,25
	

	
	Cash
	
	301.780,82

	*250,000 x 0.28 x 116/365
	
	

	
	
	
	

	b. interest included in the face value
	
	

	15-Jul-05
	
	
	

	Cash
	
	198.219,18
	

	Discount on Bank Loan *
	51.780,82
	

	      Bank Loans
	
	250.000,00

	*250,000 x 0,28* 270/365
	
	

	31-Dec-05
	
	
	

	Interest Expense
	29.534,25
	

	   Discount on Notes Payable
	
	29.534,25

	26-Apr-06
	
	
	

	Bank Loans
	
	250.000,00
	

	Interest Expense
	22.246,58
	

	   Discount on Notes Payable
	
	22.246,58

	   Cash
	
	
	250.000,00


E 8-3 Happy Children’s Toys

	a. Warranty Expense: 22.000 toys x 0.05 x TL 15 =
	16.500

	
	
	
	

	Adjusting Entry: 31 December 2008
	
	

	Product Warranty Expense
	16.500
	

	     Product Warranty Liability
	
	16.500

	
	
	
	

	b. 19 February 2009
	
	

	Product Warranty Liability
	18,50
	

	      Merchandise Inventory
	
	18,50


E 8-4 

1) Law suit against a certain product for which an adverse settlement is expected with a given date

2) Government has decided that the treatment plant of the factory does not operate according to the regulations, and might impose penalty with a known amount and time

3) There is a claim on the land the plant was built, and it is expected that some extra payment will be necessary within a year

4) Instead of buying land to develop a shopping mall on, purchases the option to buy the land at a given price and within a given time.

The reason why all of the above examples create contingent liabilities is that the amount

and the time of liability can be estimated.

E 8-5 Frigero

Estimated # of refrigerators to be replaced within warranty
=
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Estimated product warranty expense for the year
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1.

	Date
	Account Name
	Debit
	Credit

	During 2009
	Product Warranty Liability
	19.681
	

	
	   Merchandise Inventory
	
	19.681

	
	
	
	

	31 December 2009
	Product Warranty Expense
	16.029
	

	
	   Product Warranty Liability
	
	16.029


2. 

	     Product Warranty Liability

	
	    19.681 
	      32.100 
	BB

	
	 
	      16.029 
	

	
	    19.681 
	      48.129 
	

	
	 
	      28.448 
	


E 8-6

	Date
	Account Name
	Debit
	Credit

	5 April
	Cash
	63.020
	

	
	Discount on Notes Payable
	2.980
	

	
	   Notes Payable
	
	66.000

	
	
	
	

	11 May
	Accounts Payable
	18.000
	

	
	   Notes Payable
	
	18.000

	
	
	
	

	30 June
	Interest Expense
	*2.136
	

	
	   Discount on Notes Payable
	
	2.136

	
	Interest Expense
	**400
	

	
	   Interest Payable
	
	400
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	10 July
	Notes Payable
	18.000
	

	
	Interest Payable
	400
	

	
	Interest Expense
	80
	

	
	   Cash
	
	18.480

	
	
	
	

	3 August
	Notes Payable
	66.000
	

	
	Interest Expense
	844
	

	
	   Discount on Notes Payable
	
	844

	
	   Cash
	
	66.000


P 8-1 Diva

	a.       Prepare the journal entries for the transactions (assuming the VAT rate as 18%).

	2-Oct
	Raw Materials
	16.949,15
	

	
	VAT deductible
	3.050,85
	

	 
	      Accounts Payable
	 
	20.000,00

	3-Oct
	Spare Parts
	6.355,93
	

	
	VAT deductible
	11.44,07
	

	 
	       Accounts Payable
	 
	7.500,00

	5-Oct
	Accounts Receivable
	12.000,00
	

	
	        VAT Payable
	
	1.830,51

	 
	        Sales
	 
	10.169,49

	8-Oct
	Training Expenses
	381
	

	
	VAT Deductible
	69
	

	 
	          Cash
	 
	450

	11-Oct
	Cash
	6.350,00
	

	
	       VAT Payable
	
	968,64

	 
	       Sales
	 
	5.381,36

	14-Oct
	Cleaning Supplies
	4.576,27
	

	
	VAT Deductible
	823,73
	

	 
	       Accounts Payable
	 
	5.400,00

	15-Oct
	Training Expense
	2.542,37
	

	
	VAT Deductible
	457,63
	

	 
	        Cash
	 
	3.000,00

	17-Oct
	Accounts Receivable
	50.000,00
	

	
	       VAT Payable
	
	7.627,12

	 
	       Sales
	 
	42.372,88

	21-Oct
	Raw Materials
	7.542,37
	

	
	VAT Deductible
	1.357,63
	

	 
	       Accounts Payable
	 
	8.900,00

	25-Oct
	Cash
	7.600,00
	

	 
	       Customer Advances
	 
	7.600,00

	31-Oct
	Customer Advances
	4.300,00
	

	
	      VAT Payable
	
	655,93

	 
	      Sales
	 
	3.644,07


	b. Determine the VAT to be paid or carried forward for the next VAT period, and prepare the journal 


	 
	         VAT Deductible
	
	    VAT Payable
	

	2-Oct
	3.050,85
	
	
	
	1.830,51
	5-Oct

	3-Oct
	1.144,07
	
	
	
	968,64
	11-Oct

	8-Oct
	69
	
	
	
	7.627,12
	17-Oct

	14-Oct
	823,73
	
	
	 
	655,93
	31-Oct

	15-Oct
	457,63
	
	
	
	11.082,20
	

	21-Oct
	1.357,63
	 
	
	
	
	

	
	6.902,91
	
	
	
	
	


	VAT to be paid equals to the difference of payable and deductible ( 11.082,20 - 6.840,76)
	4.241,44


b. 

	25-Nov
	VAT Payable
	11.082,20
	

	
	        VAT Deductible
	
	6.902,91

	
	        Cash
	
	4.179,29


	c.       Prepare the adjusting entries that may be needed at the end of the month.

	31-Oct
	Interest Expense *
	175
	

	
	        Interest Payable
	
	175

	
	* 7500 x 0.30 x 28/360
	for the note issued on October 3


P 8-2 Marina

	a.       Determine the net payment to the employees
	
	

	 Gross Pay
	
	15.000 
	

	Less: Unemployment Premium (employee)
	(150)
	

	         Social Security Premium (employee)
	(2,100)
	

	         Income Tax
	(3,150)
	

	         Stamp Duty
	(90)
	

	
	
	9.510 
	

	
	
	
	

	b.      Determine total payroll expense for the company
	
	

	Gross Pay
	
	15.000 
	

	Social Security Premium (employer)
	2.925 
	

	Unemployment Insurance (employer)
	300 
	

	
	
	18.225 
	

	
	
	
	

	c.       Prepare the journal entry to record the payroll register for June 2008.

	
	
	
	

	30-Jun
	Salary Expense
	15.000 
	

	
	Social Security Premium
	2.925 
	

	
	Unemployment Premium
	300 
	

	
	         Taxes Payable - Income Tax
	
	3.150 

	
	         Taxes Payable- Stamp Duty
	
	90 

	
	          Soc.Sec.Prem.Payable
	
	5.475 

	
	         Cash
	
	9.510 


P 8-3 Lovely Eyes

1. 

	Gross Pay
	92.000 

	SSK Premium (14%)
	(12.880)

	Unemployment Premium (1%)
	(920)

	Income Taxes
	(18.400)

	Stamp Duty (0.6%)
	(552)

	Net Pay
	59.248 


2. 

	Gross Salaries
	92.000

	SSK Premium (19.5%)
	17.940

	Unemployment Premium (3%)
	2.760

	Total Payroll Expense
	112.700


3.

	Account Name
	Debit
	Credit

	Salary Expense
	92.000
	 

	SSK Premiums
	17.940
	 

	Unemployment Premium
	2.760
	 

	   Cash
	 
	59.248 

	   Income Tax Payable
	 
	18.400

	   Stamp Duty Payable
	 
	552

	   SSK Premiums Payable
	 
	34.500 


P 8-4 Izdem Demircelik

2007

	Date
	Account Name
	Debit
	Credit

	3 February
	Equipment
	8.644
	

	 
	VAT Deductible
	1.556
	

	
	   Notes Payable
	
	10.200

	
	
	
	

	28 February
	Accounts Receivable
	40.120
	

	
	Cash
	20.060
	

	
	   VAT Payable
	
	9.180

	
	   Sales
	
	51.000

	
	
	
	

	25 March
	VAT Payable
	9.180
	

	
	   Cash
	
	7.624

	
	   VAT Deductible
	
	1.556

	
	
	
	

	30 April
	Cash
	100.000
	

	
	   Long-term Bank Loans
	
	100.000

	
	
	
	

	3 August
	Notes Payable
	10.200
	

	
	Interest Expense
	459
	

	
	   Cash
	
	10.659

	
	
	
	


	14 September
	Cash
	5.930
	

	
	Discount on Notes Payable
	70
	

	
	   Notes Payable
	
	6.000

	
	
	
	

	13 November
	Notes Payable
	6.000
	

	
	Interest Expense
	70
	

	
	   Cash
	
	6.000

	
	   Discount on Notes Payable
	
	70

	
	
	
	

	30 November
	Merchandise Inventory
	6.102
	

	
	VAT Deductible
	1.098
	

	
	   Notes Payable
	
	7.200

	
	
	
	

	31 December
	Product Warranty Expense
	7.800
	

	
	   Product Warranty   
   Liability
	
	7.800

	
	
	
	

	31 December
	Interest Expense*
	6.000
	

	
	   Interest payable
	
	6.000

	
	100.000*9%*8/12
	
	

	
	
	
	

	31 December
	Interest Expense
	54
	

	
	   Interest Payable
	
	54

	
	
	
	

	31 December
	Long-Term Bank Loans
	25.000
	

	
	   Current Portion of 
   Long-Term Debt
	
	25.000

	2008
	
	
	

	28 February
	Notes Payable
	7.200
	

	
	Interest payable
	54
	

	
	Interest Expense
	108
	

	
	   Cash
	
	7.362

	
	
	
	

	30 April
	Interest Payable
	6.000
	

	
	Interest Expense
	3.000
	

	
	Current Portion of Long-Term Debt
	25.000
	

	
	   Cash
	
	34.000


P8-5 

1. 
	Net Payment
	242

	Income Tax
	175

	Stamp Duty
	3

	Social Security Premium
	70

	Unemployment Premium
	10

	Gross Salary
	500


2. 

	Gross Salary
	500

	Social Security Premium
	95

	Unemployment Premium
	15

	Total Payroll Expense
	610


3. 

	Payable to Tax Office
	

	   Income Tax
	175

	   Stamp Duty
	3

	
	

	Payable to SSK
	

	  Social Security Premium
	165

	  Unemployment Premium
	25


P8-6

	Estimated number of programs to be returned
	            50    

	Average selling price
	          100    

	Product Warranty Expense
	       5.000    


	Date
	Account Name
	Debit
	Credit

	During 2009
	Product Warranty Liability
	4.000
	

	
	   Cash
	
	4.000
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