
Solution to Problem 11
Classify items for different statements.

The following items are found on financial statements. Identify each as BS (balance sheet), IS.{income
statement), CF (statement of cash flows) or SHE (statement of changes in stockholders equity). 

CF Borrowed $ from bank (during year) 
BS CF Cash (at end of year) 
BS Note payable (at end of year) 
SHE CF New stock issued (during year) 
SHE Retained earnings (at beginning of year) 
SHE BS Retained earnings (at end of year)
NI SHE Net income (for entire year) 
BS Accounts receivable (at end of year) 
BS Accounts payable (at end of year)
BS Land (at end of year) 
CF Land purchased during year 
IS Service expense ( during year) 
IS Wages expense (during year) 
BS Wages payable (at end of year) 
CF Payments received from customers (during year) 

Solution to Problem 12
Classify items for different statements.

The following items are found on financial statements. Identify each as BS (balance sheet), IS.{income
statement), CF (statement of cash flows) or SHE (statement of changes in stockholders equity). 

SHE Retained earnings (at beginning of year) 
BS SHE Retained earnings
IS SHE Net income
BS Accounts receivable
BS Accounts payable
CF Borrowed from bank
BS CF Cash
BS Note payable 
CF Cash (at beginning of year) 
SHE CF Common stock issued
BS Land
CF Land purchased
IS Service expense
IS Wages expense
BS Wages payable
CF Payments received from customers
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Solution to Problem 13
Preparing a set of financial statements

Balance sheet
Cash 25,000 T

Accounts receivable 18,000 T

Supplies 10,000 T

Prepaid insurance      8,000 T

   Current assets 61,000 
Land 80,000 T

Building   135,000 T

   PPE total   215,000 

Total assets 276,000 addition

Accounts payable 26,000 T

Wages payable 7,000 T

Unearned revenue    13,000 T

   Current liabilities 46,000 
Note payable    24,000 T

Total liabilities 70,000 

Common stock 40,000 T

Retained earnings   166,000 subtraction
Total SHE   206,000 subtraction, total L+SHE less total liabilities

Total liabilities & SHE 276,000 carried over from total assets

Income statement
Interest Revenue 2,000 T

Service revenue  310,000 T

Total revenue 312,000 
Wages expense 180,000 T

Rent expense 70,000 T

Insurance expense 8,000 T

Supplies expense 13,000 T

Interest expense     2,000 T

Total expense 273,000 

Net income 39,000 subtraction
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Statement of cash flows
Operating activities 50,000 T

Investing activities (88,000) T

Financing activities    (2,000) T

Net change in cash (40,000)
+ Beginning cash   65,000 subtraction

Ending cash 25,000 carried down from balance sheet

Statement of changes in stockholders equity
Beginning common stock 30,000 subtraction
Issue common stock  10,000 T

Ending common stock 40,000 carried down

Beginning retained earnings 139,000 subtraction
Net income 39,000 carried down
Dividends paid (12,000) T

Ending retained earnings 166,000 carried down
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Solution to Problem 14
Preparing a set of financial statements

Balance sheet

Cash 41,000 T

Accounts receivable 12,000 T

Supplies 6,000 T

Prepaid insurance     4,000 T

   Current assets 63,000 
Land 75,000 T

Building  210,000 T

   PPE  285,000 

Total assets 348,000 

Accounts payable 32,000 T

Wages payable 6,000 T

Unearned revenue    5,000 T

  Current liabilities  
Note payable (long term)  72,000 T

Total liabilities 115,000 

Common stock 50,000 carried up from changes in SHE
Retained earnings  181,000 subtraction

Total SHE  231,000 subtract total liab from total L+SHE

Total liabilities & SHE 346,000 carried over from total assets

Income statement

Interest Revenue 5,000 T

Service revenue  285,000 T

Total revenue 290,000 
Wages expense 170,000 T

Rent expense 60,000 T

Insurance expense 11,000 T

Supplies expense 7,000 T

Interest expense     14,000 T

Total expense 262,000 

Net income 28,000 

Statement of cash flows

Operating activities 30,000 T

Investing activities (98,000) T

Financing activities    (2,000) T

Net change in cash (70,000)
+ Beginning cash  111,000 subtraction

Ending cash 41,000 TCarried down from balance sheet
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Statement of changes in stockholders equity

Beginning common stock 35,000 T

Issue common stock  15,000 T

Ending common stock 50,000 

Beginning retained earnings 174,000 subtraction
Net income 28,000 carried down from income statement
Dividends paid (21,000) T

Ending retained earnings 181,000 carried down from balance sheet
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Solution to Problem 15
A Look at Target’s Financial Statements

fiscal 2013 issued in 2014

210© 2014 by W. David Albrecht



211© 2014 by W. David Albrecht



212© 2014 by W. David Albrecht



213© 2014 by W. David Albrecht



Target Corporation is a general retail company. 

Then answer the following questions.
1. The Target fiscal year starts and ends on which dates? [Hint: look to Note #1]

It always starts on a Sunday and ends on a Saturday.  Target’s sale week always starts on Sunday,
and prices are good through Saturday.

2. How many years are presented for the:

Balance sheet?  2
Income statement?  3
Cash flows statement?  3
Statement of changes in stockholders equity?  3

3. Using totals for each category (total assets, total liabilities, total SHE), what is Target’s balance
sheet equation for current fiscal year?

$44.553 billion =  $28.332 billion + $16.231 billion

or $44,553,000,000 = $28,332,000,000 + $16,231,000,000

Please don’t say $44,553 million, as its meaning isn’t obvious to almost anyone in the world.

4. What is the debt percentage (total liabilities divided by total assets) for the current fiscal year?

63.59% = 28.332 ÷ 44.553.  Conversely, the SHE percentage is 36.41%

These are important numbers, as they identify the capital structure of a company.  The capital
structure of a company is the relative breakdown for the source of financing for a company’s
assets.  How much financing comes from borrowed money (lenders) and how much comes from
owners?

5. How many items are listed in the stockholders equity section of the balance sheet?

Four, but in reality, three (as Common Stock par value and Common Stock additional paid in
capital are usually added together.  For the most recent year:

Common stock 0.053 billion
Additional paid-in-capital 4.470 billion
Retained earnings 12.559 billion
Accumulated other comprehensive loss (0.891) billion
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6. Using totals for each category (total revenues, total expenses), what is Target’s income statement
equation for the current fiscal year?

Revenues ! expenses + gains ! losses = net income
$72.596 billion ! $71.016 billion  + $0.391 billion = $1.971 billion

7. What is the value for net sales for the current fiscal year?

$72.596 billion

8. What is the value for gross margin for the current fiscal year?  The gross margin percentage?

$72.596 billion ! $51.160 billion = $21.436 billion
29.53%  = 21.436 ÷ 72.596

9. What is the retained earnings equation for the current fiscal year? Do the values in this equation
equal the numbers reported on the balance sheet and income statement?

Beginning retained earnings $13.155 
+ Net income 1.971 
! Dividends (1.051)
! Stock repurchase              (1.476)
Ending retained earnings 12.599 

10. In which two locations can you find out if Target paid dividends in the most recent fiscal year? 
How much, if anything, did it pay out in dividends for the current fiscal year?

Dividends declared of $1.051 billion can be found on SHE statement.
Dividends actually paid of $1.006 billion can be found on Cash Flows statement.

11. In which year did Target spend the most to acquire property, plant and equipment?  How much
did it spend that year?  Why is the value for capital expenditures in brackets?

$3.453 billion in 2013, $3.277 billion in 2012, and $4.368 billion in 2011.

Capital expenditures amount is in brackets because it is a negative number signifying an outflow
of cash from Target.
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12. Who is the auditor (CPA firm) for Target.  What words in the auditor’s opinion are used to report
that the financial statements are OK?
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Solution to Problem 16
A Look at Tiffany’s Financial Statements

fiscal 2013 issued in 2014

Tiffany & Co. is a jewelry company. 

1. The Tiffany fiscal year starts and ends on which dates?

February 1 through January 31

2. What is the value of total assets for the most recent fiscal year?

$4,752,351,000, or $4.752 billion

3. Using totals for each category (total assets, total liabilities, total SHE), what is Tiffany’s balance
sheet equation for the most recent fiscal year?

$4.752 billion = $2.018 billion + $2.734 billion

4. What is the debt percentage (total liabilities divided by total assets) for the most recent fiscal
year?

2.018 ÷ 4.752 = 42.47%

5. What is the value for net sales for the most recent fiscal year?

$4,031,130,000 or $4.031 billion

6.  What is the value for gross margin for the most recent fiscal year? The gross margin percentage?

Net sales $ 4.031 bill  100%
Cost of sales        1.691 bill    42%  
Gross profit 2.340 bill    58%

7. What is operating income for the most recent fiscal year?  What is operating income as a
percentage of net sales?

$304 million, 7.5%
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8. What is the retained earnings equation for the most recent fiscal year?  Do the values in this
equation equal the numbers reported on the balance sheet and income statement?

BRE + NI ! Div = ERE
$1.671 billion + 0.181 billion ! 0.170 billion  = $1.682 billion 

YES, everything checks out.

9. In which two locations can you find out if Tiffany paid dividends in the most recent fiscal year? 
How much, if anything, did it pay out in dividends for the most recent fiscal year?

Statement of SHE and Cash flows statement $0.170.

10. In which year did Tiffany spend the most on acquisitions?  How much did it spend that year?
Year ended 1/31/2014:   $0.221 billion
Year ended 1/31/2013:   $0.220 billion
Year ended 1/31/2012:   $0.239 billion

11. Why is the value for capital expenditures in brackets?
It is an outflow of cash, cash is being spent.

12. Who is the auditor (CPA firm) for Tiffany.  What words in the auditor’s opinion are used to
report that the financial statements are OK?

PWC.  In our opinion, the accompanying ...
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