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1. (19%) Presented below are selected transactions at FICU Company for 2017.

Jan. 1 Retired a piece of machinery that was purchased on January 1, 2007. The machine cost
£58,000 on that date. It had a useful life of 10 years with no residual value.

June 30 Sold a computer that was purchased on January 1, 2014. The computer cost £40,000. It had
a useful life of 5 years with no residual value. The computer was sold for £14,600.

Dec. 31 Discarded a delivery truck that was purchased on January 1, 2013. The truck cost £34,000.
It was depreciated based on a 6-year useful life with a £4,000 residual value.

Dec. 31 Exchanged old trucks (cost £64,000 less £22,000 accumulated depreciation) plus cash of]
£17,000 for new trucks. The old trucks had a fair value of £37,400. The transaction has
commercial substance.

Instructions:

Journalize all entries required on the above dates, including entries to update depreciation, where
applicable, on assets disposed of. FJCU Company uses straight-line depreciation. (Assume
depreciation is up to date as of December 31, 2016.)

2. (15%) FICU Limited had the following equity accounts on January 1, 2017: Share Capital—Ordinary
(£1 par) £400,000, Share Premium—Ordinary £500,000, and Retained Earnings £100,000. In 2017, the
company had the following treasury share transactions.

Mar. 1  Purchased 5,000 shares at £7 per share.
June 1  Sold 800 shares at £10 per share.
Sept. 1  Sold 1,700 shares at £9 per share.
Dec. 1  Sold 1,000 shares at £5 per share.

Plover uses the cost method of accounting for treasury shares. In 2017, the company reported net
income of £80,000.

Instructions:
Journalize the treasury share transactions, and prepare the closing entry at December 31, 2017, for
net income.

3. (17%) On June 1, 2017, FICU issued €1,200,000, 8%, 5-year bonds at face value. The bonds were dated
June 1, 2017, and pay interest semiannually on June 1. Financial statements are prepared annually on
December 31.

Instructions:

(a) Prepare the journal entry to record the issuance of the bonds.

(b) Prepare the adjusting entry to record the accrual of interest on December 31, 2017.

(c) Prepare the journal entry to record payment of interest on June 1, 2018, assuming no accrual of]
interest from January 1, 2018, to June 1, 2018.

(d) Prepare the adjusting entry to record the accrual of interest on December 31, 2018.

(e) Assume that on January 1, 2019, FJCU pays the accrued interest and calls the bonds at 102.
Record the payment of interest and redemption of the bonds.
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4. (20%) At December 31, 2016, FJCU Imports reported the following information on its statement of]
financial position.

Accounts receivable €220,00
0

Less: Allowance for doubtful accounts 15,000

During 2017, the company had the following transactions related to receivables.

1. Sales on account €2,400,000
2. Sales returns and allowances 45,000

3. Collections of accounts receivable 2,250,000
4. Write-offs of accounts receivable deemed uncollectible 10,600

5. Recovery of bad debts previously written off as uncollectible 2,000

Instructions:

(a) Prepare the journal entries to record each of these five transactions. Assume that no cash
discounts were taken on the collections of accounts receivable.

(b) Prepare the journal entry to record bad debt expense for 2017, assuming that an aging of accounts
receivable indicates that estimated bad debts are €21,400.

5. (29%) In January 2017, the management of FJCU concludes that it has sufficient cash to purchase some
short-term investments in debt and share securities. During the year, the following transactions occurred.

Feb. 1 Purchased 500 ordinary shares of Joy for #30,800.

Mar.1  Purchased 600 ordinary shares of Aurelius for +20,300.

Apr. 1  Purchased 40 £1,000, 9% Sikich bonds for £40,000. Interest is payable annually on
October 1.

July 1 Received a cash dividend of #0.60 per share on the Joy ordinary shares.

Aug.1  Sold 300 ordinary shares of Joy at 469 per share.

Sept. 1  Received a %1 per share cash dividend on the Aurelius ordinary shares.

Oct. 1 Received the interest on the Sikich bonds.

Oct. 1 Sold the Sikich bonds for #44,000.

At December 31, the fair value of the Joy ordinary shares was t66 per share. The fair value of the
Aurelius ordinary shares was t29 per share.

Instructions:

(a) Journalize the transactions and post to the accounts Debt Investments and Share Investments.
(Use the T-account form.)

(b) Prepare the adjusting entry at December 31, 2017, to report the investments at fair value. All
securities are considered to be FVTPL securities.
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