1. During the fourth quarter of 2007, Emily’s Pet Shop generated excess cash, which the owner invested in securities, as follows:

Oct 15

· Purchased 3,500 shares of common stock as a trading investment, paying $13.75 per share.

Nov 3

· Received semiannual cash dividend of $0.45 per share on the trading investment.

Nov 22

· Sold the trading investment for $13.55 per share.

Dec 4

· Purchased trading investments in stock for $136,000.

Dec 31

· Adjusted the trading securities to their market value of $130,200.

Directions:

1. Prepare all journal entries on the books of Emily’s Pet Shop.  Explanations are not required.  (5 points)

2. Following is the income statement for Logistics Corporation for the year ended December 31, 2007:

Logistics Corporation

Income Statement

For the Year Ended December 31, 2007

       Net sales                        




$570,000

       Expenses:

          Cost of goods sold             

278,500

          Selling expenses                 

35,000

          General expenses                 

39,300

          Interest expense                 

42,000

          Income tax expense            

35,000

       Total expenses                     



$429,800
       Net income                        



$140,200

a) Prepare a vertical analysis of the income statement showing

   appropriate percentages for each item listed above. (3 points)

b) What additional information would you need to determine whether

   these percentages are good or bad? (2 point

