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1. (40%) Sean Corporation produces MP3 players. Comparative statements of comprehensive income (ignore
other comprehensive income) and balance sheets for the years ended December 31, 2023 and 2022, are
presented.

Sean Corporation
Comparative Statements of Comprehensive Income
For the Years Ended December 31, 2023 and 2022

2023 2022
INEL SALES TEVEIUE «.evvvveeeeiieeeeeceitereeeeeeeeisetsteeeeeeessssssstsesasesssessssssesessssssssesssn €600,000 €575,000
Cost 0f 200dS SOId ......oviiviririiiiieietc ettt 500.000 460.000
GIOSS MATZIN..ccuieeerrerrreeieerrresierseseessestesssessasssesseessesssesssassesssassesssessessessnenee €100,000 €115,000
DEPreciation EXPEINSES ....c.cccervreererrerreresensererserensesssessesessessessessesaesesssesens 11,000 10,400
OPErating EXPENSES...ccuveereereereerrerrerreniestereessessessesseesessessseseessessesseessessessassons 55.000 49.600
OPErating INCOME ......ceveverereererreerenrirerrerteseeesessesseseesesssessessessesseseencssessassens € 34,000 € 55,000
INEETESt EXPENSE ..vvieviririiieeeeriitenc ettt see st snesnnene 4.000 3,000
INCOME DEFOTE 1AXES ...uveveieeicrrieeictetcstte e cettre s estr e e csarescessreesennnneens € 30,000 € 52,000
INCOME tAXES ...eeieiieierereete ettt e ee s aaes 12.000 21.000
INEL ITICOMIE.....ceveeveeueerieereeraeeteeseetesaeraessasaessasssesssessaessaensesssssessasssensesseonees € 18.000 € 31,000
Sean Corporation
Comparative Balance Sheets
December 31, 2023 and 2022
2023 2022
Assets

Current assets:

Cash and cash equivalents ..........cc.ceceeceriiiiveecnicciieeee e €11,000 € 13,000

Accounts receivable (N€1) ......ceecvereereecieesieceeireerteeeeeerree e eae e saesaeene 92,000 77,000

INVENTOTY ittt rete et e e eesrae s e etne s nae s e eraeessrseessbaeensneessssasvnnanne 103,000 92,000

Prepaid €XPenses .......ccovecirieriieineneneescre st 6.000 5.000
TOtal CUITENE ASSELS .ouverueereeeeirieieeeeresrent e eeeteeee s et st e et seeseesaesntens €212.000 €187.000
Property, plant, and equipment:

LaNd ..ottt st e s n b e e € 69,000 € 66,000

Machinery and eqUIPMENt ........cccceecerveeiiierceeieeereeeessecreseessesseeeeseessens 172,000 156,000

Accumulated depreciation, machinery and equipment ...........cccocceueuene. (113.000) (102,000)
Total property, plant, and equIPMENt ........cccceevereereriiriieirerieneneeeeeseese e €128.000 €120.000

TOLAl ASSELS.c..ieueiertirieirtectereeteeee st erree e s ie st e e et e e re s e e e e s et e e e sessessesseseesseneanne €340,000 €307.000

Liabilities and Equity

Current liabilities:

AcCCOUNLS PAYADIE......coceeiirreierieireneeeeteee et e et se et e e eaesaesnens € 66,000 € 78,000

Dividends payable ........ooiveiriieceniiiineee et 2,000 0

Income taxes Payable.........cccceviiirriiiienieerieie et 3.000 5.000
Total CUITENT HHADIIITIES . .vvieeeeieeeeeiiiee et e e eearreeee st eessbeeesenrsesesannnens € 71,000 € 83,000
Long-term debt ........ccuioviiieeeceeetete e st ene e 75.000 42.000
TOtAl LHADIHEIES ..couveriveeeeereeereeieiresee e rertesseete st et e be e e saesteseessesessesesanesesnarassens €146.000 €125.000
Equity:

Common StOCK, N0 PAL. ....cevveieirrereerreieree e et sieesae e e saes e e eesaeens € 26,000 € 26,000

Retained €arnings .......ccccvvereereriinierintesiesessee e e ee e e e see e naens 168.000 156.000
TOtal @QUILY  .eoverireerericreeeetete s ste et s e st ne e €194.000 €182.000

Total liabilities and QUILY .....c.cceerveereerereereesiereesesresesee e sessesaeseeeseeens €340,000 €307.000
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| Additional information:

a. Dividends declared during 2023 were €6,000.

b. The market price per share of stock on December 31, 2023, 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).

Land was acquired for €3,000 cash.

Depreciation of €11,000 was included in operating expenses for 2023.

There were no accruals or prepaid amounts for interest.

To date, Sean has consistently classified interest and Income tax payments as operating activities, and
dividend payments as financing activities.

@ oo A

Required: Analyze the data provided to prepare a statement of cash flows for the year ended December 31,
2023. Use (1) the indirect method and (2) the direct method to report cash flows from operating activities.

2. (15%) FJUA acquired a machine on January 2, 2023, for $1,532,000. The useful life of the machine was
estimated to be eight years with a salvage value of $92,000. Depreciation is recorded on December 31 of each
year using the double-declining-balance method.

At the beginning of 2025, the company estimated the remaining useful life of the machine to be four years and
changed the estimated salvage value from $92,000 to $52,000. On January 2, 2026, major repairs on the machine
cost the company $800,000. The repairs added two years to the machine’s useful life and increased the salvage

value to $100,000.

Required: Prepare journal entries to record:

The purchase of the machine.

Annual depreciation expense for the year 2024.

Depreciation in 2025 under the revised estimates of useful life and salvage value.
The expenditure for major repairs in 2026.

e. Depreciation expense for 2026.
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