Intermediate Accounting III

Fall 2008

Quiz 2


1) A.E. makes a sale for $840 cash in Tallahassee where the sales tax is 7.5%.  Record the journal entry for this transaction.

2) A.E. offers a three year warranty on Solar Panel Backpacks.  Based on experience, A.E. expects warranty costs to be 2% of the sales price in the first year, 4% in the second and 6% in the third year of ownership. 8,000 bags are sold at $300 each in 2009

· Record the warranty liability as of Dec. 31, 2009.
· When $165,000 in inventory/parts is paid out due to warranties in 2010, record the transaction.
· When $80,000 in inventory/parts is paid out due to warranties in 2011, record the transaction.
· Record the journal entry when another $50,000 in inventory/parts is paid out in 2012?
3) A.E. offers a $60 cash rebate for customers who purchase a Solar Panel Backpack and mail in proof of purchase.  Based on experience, A.E. estimates that 40% of these rebates will be redeemed for cash rebates.  A.E. sold 15,000 backpacks.

· Record the initial journal entry for the liability

· Record the payment of $200,000 in rebates to customers.
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