Vertical Analysis. The Lyons Corporation reported the following income statement data:

19X2 19X1
Met sales $400,000 £250,000
Cost of goods sold $280,000 160,000
Operating expenses £75,000 $56,004)

(a) Prepare a comparative income statement for 19X2 and 19X1 using vertical analysis, and
(b) evaluate the results,



Net Working Capital, Current Ratio, and Quick Ratio. Charles Corporation’s balance sheet at
December 31, 19X7, shows the following:

Current assets

Cash $ 4,000
Marketable securities 8,000
Accounts receivable 100,000
Inventories 120,000
Prepaid expenses 1,000
Total current assets $233,000
Current liabilities
Notes payable $ 5,000
Accounts payable 150,000
Accrued expenses 20,000
Income taxes payable 1,000
Total current liabilities $176,000
Long-term liabilities $340,000

Determine the following: (a) net working capital, (b) current ratio, and (c) quick ratio.



Credit Sales and Cash Collections. The following sales budget is given for Van Dyke Sales
Co. for the second quarter of 19X1:

April May June Total
Sales budget £45,000 £50,000 60,000 5155000

Credit sales are collected as follows: 70 percent in month of sale, 20 percent in month
following sale, 8 percent in second month following sale, and 2 percent uncollectible. The
accounts receivable balance at the beginning of the second quarter is $18,000, of which $3,600
represents uncollected February sales, and $14,400 represents uncollected March sales.

Compute (a) the total sales for February and March, and (b) the budgeted cash collections
from sales for each month February through June. Without prejudice to answer (a), assume
February sales equal $40,000 and March sales equal $50,000.



Cash Disbursements. Eastmark Stores wants to estimate cash disbursements for cash budget-
ing purposes for the first 3 months of 19X2 from the data given below.

L.

el

el L

Cost of merchandise sold, estimated:

19X1: December $225,000

19X2: January $250,000
February $280,000
March 210,000

The cost of merchandise is to be paid for as follows: 35 percent in the month of sale and
65 percent in the following month,

Wages for each month are estimated as follows:

19X1: December $23,000
19X2: January $26,000
February $31,000
March £25,000

All are paid as incurred.

Utilities are to be paid every other month at the amount of $320 per month. The first payment
is to be made in February.,

Six months’ rent and insurance amounting to a total of $9,700 is to be paid in January.
An income tax of $12,500 is to be paid in March,

Depreciation on office equipment has been estimated at $7,500 for the year,

New equipment costing $50,000 is to be acquired in February, with a down payment of $4,000
required at date of purchase.

Other operating expenses have been estimated at $2,250 per month, which are to be paid each
month.

Prepare a cash disbursement budget for cach of the first 3 months of 19X2.






