Magnolia’s  controller and certified public accountant have gathered the following  information:





In thousands                     (000)


Revenue ($100,000 was uncollected at end of year)
$715


Inventory purchases ($40,000 end of year unpaid)                    
                                   415


Ending Inventory - if LIFO is used
50


Ending Inventory - if FIFO is used
70


Depreciation - if straight-line is used
40


Depreciation – if ACRS accelerated depreciation is used
120


Store-opening costs (total expenditure)                                       
                                     60


Store-opening costs (amortized amount)
12


Other expenses (including interest of $18,000)
90


Paid down long-term debt
20


Purchased fixed assets
100


Common shares outstanding
10


Income tax rate (taxes unpaid end of year)
40%


Investment credit:




 - total credit available






             

5



 - amortized amount per year (for 5 years, starting this year)

           


  1

****ACRS accelerated depreciation and flow-through of the investment credit will be used for tax calculation and payment purposes regardless of the method chosen for reporting to stockholders.  For all other items, assume that the same method used for financial accounting is used for tax purposes.


Magnolia Inc


Beginning BALANCE SHEET 

(Beginning)

(thousands of dollars)










Begin


Cash






  35



A/R






    0



Inventories





    0



Fixed Assets





465






TOTAL

500


Long-Term Debt (pre-tax cost 9%)


200



Common Stock (pre-tax cost 15%)


300






TOTAL


500
