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Financial Accounting
Q1. Presented below is financial information related to Abdallah Company: 
(2.5 marks)
	Revenue	SAR 950,000
	Income from continuing operations	120,000
	Comprehensive income	140,000
	Net income	105,000
	Income from operations	260,000
	Selling and administrative expenses	600,000
	Income before income tax	240,000

Compute the following:
Answer to Q1:
(a) Other income and expense,
Other income: income from continuing operations + income from operation 
Other income= 120,000+260,000
Other income = 380,000
Expenses; refers to the expenditures used to generate revenue. 
The primary expense that concern to Abdallah Company is the selling and administrative expenditure, which is SAR 600,000. 
(b) Financing costs,
The financing cost relates expenditure incurred during the period to cater for the financing activities. Therefore, the financing cost for the Abdalla Company is SAR 600,000, which represents the current selling and administrative expenses. 
(c) Income tax, 
Income tax= Income before income taxes - Net Income
Income tax= 240,000 - 105,000
Income Tax= SAR 135,000
(d) Discontinued operations, 
The income from discontinued operations is the difference between the aggregate income from operation and income from continuing operations. 
Discontinued operations=income from operation – income from continuing operations
Discontinued operation =260,000-120,000
Discontinued operation =SAR 140,000
(e) Other comprehensive income 
The comprehensive income for the Abdallah Company is the sum of the revenue, income from continuing operations, and income from operation 
Revenue----------------------------------------------950,000
ADD: Other Revenues:
	Income from operation-----------------------120,000
	Income from continuing operation --------260,000
Comprehensive income for the year                                  SAR 1,330,000
Therefore, the other comprehensive income is SAR 1,210,000 (1,330,000-120,000).                   
Q2. The following accounts are for XYZ Company on December 31st.  Prepare a multi-step income statement for the year ended December 31st. ( 3 marks)
	Sales
	SAR615,000

	Administrative expense
	28,400

	Prepaid expense- Current Asset
	11,000

	Selling expenses
	42,000

	Accounts receivable-current asset
	25,000

	Gain on sale of land-non-operating revenue
	8,000

	Dividends paid-recorded in statement of change in shareholders’ equity
	22,000

	Unearned revenue –Current liability
	6,000

	Research & development expense
	84,000

	Gain from early repayment of debt
	30,000

	Issuance of common stock
	150,000

	Accrued expenses 
	17,000

	Cost of goods sold
	252,900

	Interest expense
	12,500

	Rent income
	7,000

	Unusual Loss
	14,000


Answer to Q2:
XYZ Company
Multiple-step Income Statement
For the year ended December 31st
  						SAR                                        SAR
Sales                                                     				          615,000

Less: cost of goods sold                                       			(252,900)

GROSS PROFIT								362,100

Less: OPERATING EXPENSES 
Operating Expenses:
    Selling expenses:
		Selling expense------------42,000
	Administrative expensive:
		Administrative expensive-----28,400
       Research &development expense----84,000
Total Operating Expenses                                                             (154,400)

OPERATING INCOME							207,700

ADD: Non-Operating & Other Interest Revenue:
	Gain from sales of land-----------------8,000
	Interest expenses---------------------- (12,500)
	Rent income---------------------------7,000
	Unusual loss -------------------------- (14,000)				
	Accrued Expenses------------------- (12,500)				
	Gain from early repayment of debt----30,000
Total non-operating expenses & interest revenue                         6,000

NET INCOME                                           				201,700


Q3. Calculate cash flow from operating activities from the following data:                   (2.5 marks)
*Profits made during the year SAR. 145,000 after considering the following items:
	    Amortization of Goodwill	3,000
             Depreciation of Fixed Assets	17,000
             Loss on Sale of Fixed Assets	2,500
             Transfer to General Reserve	15,000
The following is the position of current assets and current liabilities:
	Particulars
	31.3.07

	31.3.08
	Changes in working capital

	Creditors
Debtors
Prepaid Expenses
Bills Payable
	12,000
16,200
250
5,000
	8,200
12,000
750
7,000
		-	3800			 
+4200

-500


+2000


Answer to Q3:
Cash flow from the operation activities= Net Income +noncash expenses+ changes in working capital 
The noncash expenses relate to proceeds from depreciation of fixed assets and the amortization, which are added back to the net income earned for the period. 
Equally, adjustments reflecting the changes in working capital are also included to the net income. The working capital comprises of the components that relates to current assets, which exclude cash amount and changes to the current liabilities. A rule of thumb stipulates that adjustments that result in increases in current assets including account payable and inventory will increase the cash flow from the operation activities. The vice-verse is also true concerning decreases in current asset. Conversely, adjustments to the current liabilities that result in increases in current liabilities escalate the cash flow from operation because the company takes longer period to offset its debt obligations. 
The cash flow from operation activities is computed to include the sum of net profit, non-cash expenses, and respective adjustments to the working capital in table 1 above
CFO= 145,000 + (3,000 +17,000)+ (4,200-500-3,800+2,000)
CFO= 145,000+20,000+1,900
CFO=SAR 166,900.00

Q4. Prepare balance sheet in proper form for Golden Tulip hotel Service from the following list of the accounts at November 30 2016: (2 marks)
	Accounts receivable
	$10,000

	Accounts payable
	18,000

	Building
	28,000

	Common stock
	30,000

	Cash
	8,000

	Notes payable
	45,000

	Office equipment
	12,000

	Retained earnings
	?20,000

	Trucks
	55,000








Answer to Q4:
             Golden Tulip Hotel Service, 
             Balance Sheet 
        As at Nov. 30, 2016
ASSETS:
Current Assets
	Cash------------------------8,000
	Account Receivable-----10,000
Total Current Assets                                  18,000
Fixed Assets
Office Equipment ----------12,000
Truck-----------------------55,000
Building ----------------28,000
Total Fixed Assets                                    95,000
TOTAL ASSETS                                                                          113,000
LIABILITIES AND CAPITAL:
Current Liabilities
	Account Payable--------------18,000
	Notes Payable----------------45,000
Total Current Liabilities 					63,000
Capital 
	Common Stock------------30,000
	Retained Earnings --------20,000
Total Capital                                                            50,000
TOTAL LIABILITIES &CAPITAL                                            113,000
.....



