Megadiamond Industries, Inc. ang Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED

April 30, 1980

MMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued
on Expense

tion expense is being amortized over a five-year period.

iOR PERIOD ADJUSTMENT - RESTATEMENT OF INVENTORY

the year, the parent company restated its beginning inventory to
y reflect its inventory at the lower of cost or market, by a

o of slow moving sintered diamond inventory., This resulted in
ment in beginning retained earnings of $257,852,

€ year, the company changed its method of
operty under capitalized leases i

ed new standards of accounting for capital leases, The

S retained earnings, as of May 1, 1979, has been restated by

' give retroactive effect for the change in accounting as if

nents #13 and $#17 hag been in effect for Prior years. The change

counting involved the capitalization of equipment obligations at
ted amounts totaling $289,450; the amortization of the related

Sets over the lease periods which

approximate the lives of the
t; the reduction of the lease obli

gations by monthly lease
S, net of charges to interest expense;

and the recognition of
erred income tax effects.

ine of credit agreement $ 988,818
eémand note payable 250,000
$1,238,818




