	Solution:
	
	
	
	
	
	

	
	
	
	
	
	
	

	1.
	
	
	
	
	
	

	Current Ratio

	
	Choose Numerator:
	/
	Choose Denominator:
	=
	Current ratio

	
	Current assets
	/
	Current liabilities
	=
	Current ratio

	2019
	58,456
	/
	24,143
	=
	2.42
	to 1

	2018
	39,125
	/
	20,468
	=
	1.91
	to 1

	2017
	52,301
	/
	19,917
	=
	2.63
	to 1

	
	
	
	
	
	
	

	Working Notes:
	
	
	
	
	
	

	
	Current Ratio = Current Assets / Current Liabilities
	
	
	

	2.
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	KORBIN COMPANY
	
	

	
	Common-Size Comparative Income Statements
	
	

	
	For Years Ended December 31, 2019, 2018 and 2017
	
	

	
	
	2019
	2018
	2017
	
	

	
	Sales
	100
	100
	100
	
	

	
	Cost of goods sold
	60.20
	63.00
	64.00
	
	

	
	Gross profit
	39.80
	37.00
	36.00
	
	

	
	Selling expenses
	14.20
	13.80
	13.20
	
	

	
	Administrative expenses
	9.00
	8.80
	8.30
	
	

	
	Total expenses
	23.20
	22.60
	21.50
	
	

	
	Income before taxes
	16.60
	14.40
	14.50
	
	

	
	Income taxes
	3.09
	2.95
	2.94
	
	

	
	Net income
	13.51
	11.45
	11.56
	
	

	
	
	
	
	
	
	

	Working Notes:
	
	
	
	
	
	

	
	Income statement data in common-size percents is calculated = Item of income statement /sales of that year
	

	
	
	

	
	
	
	
	
	
	

	for Example
	
	
	
	
	
	

	
	
	
	
	
	
	

	% Cost of goods sold for 2019 = Cost goods sold of 2019/sales of 2019
	
	
	

	
	=262,255/435,640
	
	
	
	
	

	
	=0.601999
	
	
	
	
	

	
	=60.20 %
	
	
	
	
	

	
	
	
	
	
	
	

	3.
	
	
	
	
	
	

	
	
	
	
	
	
	

	KORBIN COMPANY

	Balance Sheet Data in Trend Percents

	December 31, 2019, 2018, 2017

	
	2019
	
	2018
	
	2017
	

	Assets
	

	Current assets
	111.77
	%
	74.81
	%
	100
	%

	Long-term investments
	0
	
	23.42
	
	100
	

	Plant assets, net
	186.78
	
	169.89
	
	100
	

	Total assets
	145.30
	%
	120.70
	%
	100
	%

	Liabilities and Equity
	

	Current liabilities
	121.22
	%
	102.77
	%
	100
	%

	Common stock
	136.00
	
	136.00
	
	100
	

	Other paid-in capital
	152.99
	
	152.99
	
	100
	

	Retained earnings
	168.83
	
	105.38
	
	100
	

	Total liabilities and equity
	145.30
	%
	120.70
	%
	100
	%

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Working Notes:
	
	
	
	
	
	

	
	Trend percents is calculated when 2017 is base will be like this
	
	

	% current assets for 2018 is what % of current assets of 2017 = Current assets of 2018/current assets of 2017

	
	
	
	=39,125/52,301
	
	
	

	
	
	
	=0.74807365
	
	
	

	
	
	
	=74.81 %
	
	
	

	
	
	
	
	
	
	

	[bookmark: _GoBack]% current assets for 2019 is what % of current assets of 2017 = Current assets of 2019/current assets of 2017

	
	
	
	=58,456/52,301
	
	
	

	
	
	
	=1.117684174
	
	
	

	
	
	
	=111.77%
	
	
	

	Like this is all the below calculation are done.
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	4. a. No
	
	
	
	
	
	

	b. Yes
	
	
	
	
	
	

	c. Yes
	
	
	
	
	
	



