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1& ~ (15%) Lindsey Matthew Co. has outstanding 60,000 shares of $10 par common
stock which had been issued at $45 per share. Lindsey Matthew then entered into
the following transactions.

(1) September 1, 2007: Purchased 6,000 treasury shares at $60 per share,
(2) November 2, 2007: Resold 1,000 of the treasury shares at $66 per share.
(3) December 3, 2007: Resold 1,000 of the treasury shares at $50 per share.

Regquired:

Use the following code to indicate the effect each of the three transactions has on the

financial statement categories listed in the table below, assuming Lindsey Matthew Co.

uses the cost method: (I = Increase; D = Decrease; NE = No effect).

Assets Liabilities Stockholders’ | Paid-in Capital from Retained
: Equity treasury stock transaction Earnings

1) (5%)
) (5%)
3) (5%)
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M ~ (24%) Central Inc. accountants have developed the following data from the
company’s accounting records for the year ended December 31,2007:
Payments of purchasing buildings, $200,000.
Proceeds from issuance of bonds payable, $120,000.
Collection of interest revenues, $12,650,
Cash receipt of dividends, $3,600.
Collections from customers, $968,000.
Payment of cash dividends, $42,800.
Interest expense and payments, $35,900.
Payments to suppliers, $673,000.
Amortization expense, $1,200.
. Payments of income taxes, $45,000.
- Depreciation expense, $15,000.
. Proceeds from sale of equipments, $25,000, including $6,000 gain.
. Payment of salaries, $85,000.

14. Cash balance: December 31, 2006 $96,000; December 3 1,2007 $143,550.
Required: '
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Prepare Central Inc.’s statement of cash flows for the year ended December 31, 2007,
Use the direct method for cash flows from operating activities.

% ~ (11%) Central Inc. issued $1,000,000 of 3%, 10-year convertible bonds at par on
January 1, 2007, Interest is payable annually. Each $1,000 bond can convert to
60 shares of common at any interest date. None of the bonds have been
converted to date. Central’s net income was $720,000 in 2007, and its tax rate
was 30%. The company had 900,000 shares of common stock outstanding on
January 1, 2007. On July 1, 2007, Central sold an additional 200,000 shares of
the common stock at $30 per share. '

Required.:
1. (4%) Compute basic earnings per share for 2007.
2. (7%) Compute diluted earnings per share for 2007,
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