
Chapter 9 - Solutions
27.
(15 minutes) (Determine U.S. Dollar Balance for Foreign Currency Transactions)

Inventory and Cost of Goods Sold are reported at the spot rate at the date the inventory was purchased.  Sales are reported at the spot rate at the date of sale. Accounts Receivable and Accounts Payable are reported at the spot rate at the balance sheet date.  Cash is reported at the spot rate when collected and the spot rate when paid. 

Inventory [50,000 pesos x 40% x $.17]
$3,400

COGS [50,000 pesos x 60% x $.17]
$5,100

Sales [45,000 pesos x $.18]
$8,100

Accounts Receivable [45,000 – 40,000 = 5,000 pesos x $.21]
$1,050

Accounts Payable [50,000 – 30,000 = 20,000 pesos x $.21]
$4,200

Cash [(40,000 x $.19) – (30,000 x $.20)]
$1,600

28.
(25 minutes) (Prepare Journal Entries for Foreign Currency Transactions)

2/1/04
Equipment
 $17,600



Accounts Payable (L) [40,000 x $.44] 

$17,600

4/1/04
Accounts Payable (L)
$17,600


Foreign Exchange Loss
400



Cash [40,000 x $.45]

$18,000

6/1/04
Inventory
$14,100



Accounts Payable (L) [30,000 x $.47]

$14,100

8/1/04
Accounts Receivable (L) [40,000 x $.48]
$19,200



Sales

$19,200


Cost of Goods Sold
$9,870



Inventory [$14,100 x 70%]

$9,870

10/1/04 
Cash [30,000 x $.49]
$14,700



Accounts Receivable (L) [$19,200 x 3/4]

$14,400




Foreign Exchange Gain

300

11/1/04
Accounts Payable (L) [$14,100 x 2/3]
$9,400


Foreign Exchange Loss [20,000 x ($.50 – $.47)]
600 



Cash [20,000 x $.50]

$10,000

12/31/04
Foreign Exchange Loss
$500



Accounts Payable (L) [10,000 x ($.52 – $.47)]

$500


Accounts receivable (L) [10,000 x ($.52 – $.48)]
$400



Foreign Exchange Gain

$400

2/1/05
Cash [10,000 x $.54]
$5,400



Accounts Receivable (L) [10,000 x $.52]

$5,200



Foreign Exchange Gain

200

3/1/05
Accounts Payable (L) [10,000 x $.52]
$5,200



Foreign Exchange Loss
300



Cash [10,000 x $.55]

$5,500
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