CHAPTER 4

Completing the Accounting Cycle

ASSIGNMENT CLASSIFICATION TABLE

Brief A B
Learning Objectives Questions Exercises Do It! Exercises Problems Problems
1.  Prepare a worksheet. 1,2, 3, 1,2,3 1 1,2, 3, 1A, 2A, 3A, 1B, 2B, 3B,
4,5 5,6 4A, 5A 4B, 5B
2. Explain the process 6,7, 11, 4,5,6 2 4,7, 8, 1A, 2A, 3A, 1B, 2B, 3B,
of closing the books. 12 11,19 4A, 5A 4B, 5B
3. Describe the content and 8,9 7 4,7, 8 1A, 2A, 3A, 1B, 2B, 3B,
purpose of a post-closing 4A, 5A 4B, 5B
trial balance.
4. State the required stepsin 10, 11, 12 8 10, 19 5A 5B
the accounting cycle.
5. Explain the approaches 13 9 12,13 6A
to preparing correcting
entries.
6. Identify the sections of a 14, 15,16, 10, 11 3,4 3,9,14,15, 1A, 2A,3A, 1B, 2B, 3B,
classified balance sheet. 17,18, 19 16, 17 4A, 5A 4B, 5B
*7. Prepare reversing entries. 10, 20, 21 12 18, 19

*Note: All asterisked Questions, Exercises, and Problems relate to material contained in the appendix to the
chapter.
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ASSIGNMENT CHARACTERISTICS TABLE

Problem Difficulty  Time Allotted
Number Description Level (min.)

1A Prepare worksheet, financial statements, and adjusting Simple 40-50
and closing entries.

2A Complete worksheet; prepare financial statements, Moderate 50-60
closing entries, and post-closing trial balance.

3A Prepare financial statements, closing entries, and post- Moderate 40-50
closing trial balance.

4A Complete worksheet; prepare classified balance sheet, Moderate 50-60
entries, and post-closing trial balance.

5A Complete all steps in accounting cycle. Complex 70-90

6A Analyze errors and prepare correcting entries and trial Moderate 40-50
balance.

1B Prepare worksheet, financial statements, and adjusting Simple 40-50
and closing entries.

2B Complete worksheet; prepare financial statements, Moderate 50-60
closing entries, and post-closing trial balance.

3B Prepare financial statements, closing entries, and post- Moderate 40-50
closing trial balance.

4B Complete worksheet; prepare classified balance sheet, Moderate 50-60
entries, and post-closing trial balance.

5B Complete all steps in accounting cycle. Complex 70-90

Comprehensive Problem: Chapters 2 to 4
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WEYGANDT ACCOUNTING PRINCIPLES 11E

COMPLETING THE ACCOUNTING CYCLE

CHAPTER 4

Number LO BT Difficulty Time (min.)
BE1 1 K Simple 2-4
BE2 1 AN Moderate 6-8
BE3 1 C Simple 3-5
BE4 2 AP Simple 3-5
BE5S 2 AP Simple 4-6
BE6 2 AP Simple 6-8
BE7 3 C Simple 2-4
BES8 4 K Simple 3-5
BE9 5 AN Moderate 4-6
BE10 6 AP Simple 4-6
BE11 6 C Simple 3-5
BE12 7 AN Moderate 4-6
DI1 1 C Simple 4-6
DI2 2 AP Simple 2-4
DI3 6 AP Simple 6-8
Dl4 6 C Simple 4-6
EX1 1 AP Simple 12-15
EX2 1 AP Simple 10-12
EX3 1,6 AP Simple 12-15
EX4 2,3 AP Simple 12-15
EX5 1 AN Simple 10-12
EX6 1 AN Moderate 12-15
EX7 2,3 AP Simple 8-10
EX8 2,3 AP Simple 10-12
EX9 6 AP Simple 12-15
EX10 4 C Simple 3-5
EX11 2 AP Simple 6-8
EX12 5 AN Moderate 8-10
EX13 5 AN Moderate 4-6
EX14 6 AP Moderate 10-12
EX15 6 C Simple 5-8
EX16 6 AP Simple 8-10
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COMPLETING THE ACCOUNTING CYCLE (Continued)

Number LO BT Difficulty Time (min.)
EX17 6 AP Simple 12-15
EX18 7 AN Moderate 5-7
EX19 2,4, 7 AN Moderate 10-12
P1A 1-3,6 AN Simple 40-50
P2A 1-3,6 AP Moderate 50-60
P3A 1-3,6 AP Moderate 40-50
P4A 1-3,6 AN Moderate 50-60
P5A 14,6 AN Complex 70-90
P6A 5 AN Moderate 40-50
P1B 1-3,6 AN Simple 40-50
P2B 1-3,6 AP Moderate 50-60
P3B 1-3,6 AP Moderate 40-50
P4B 1-3,6 AN Moderate 50-60
P5B 14,6 AN Complex 70-90
BYP1 6 AN Simple 10-12
BYP2 6 AN Simple 8-10
BYP3 6 AN Simple 8-10
BYP4 — E Simple 10-12
BYP5 6 AN Moderate 15-20
BYP6 4 C Simple 15-20
BYP7 — E Moderate 10-15
BYP8 6 AP Moderate 12-16
BYP9 — AP Moderate 10-15
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Correlation Chart between Bloom’s Taxonomy, Learning Objectives and
End-of-Chapter Exercises and Problems

Knowledge | Comprehension Application Analysis

BE4-1 Q4-1 BE4-3 |E4-1 P4-3A |BE4-2 P4-5A

Q4-2 DI4-1 E4-2 P4-2B |E4-5 P4-1B

Q4-3 E4-3 P4-3B |E4-6 P4-4B

Q4-4 P4-2A P4-1A P4-5B
Q4-5 P4-4A

ising Q4-6 Q4-7 BE4-4 E4-8 E4-19 P4-5B
Q4-11 BE4-5 E4-11 |P4-1A
Q4-12 BE4-6 P4-2A |P4-4A
Dl4-2 P4-3A |P4-5A
E4-4 P4-2B |P4-1B
E4-7 P4-3B |P4-4B

Q4-8 E4-4 P4-3A |P4-1A P4-4B

trial Q4-9 E4-7 P4-2B |P4-4A P4-5B
BE4-7 E4-8 P4-3B |P4-5A
P4-2A P4-1B
1 Q4-11 Q4-10 E4-19
Q4-12 E4-10 P4-5A
BE4-8 P4-5B
) Q4-13 BE4-9
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10.

11.

12.

13.

ANSWERS TO QUESTIONS

No. A worksheet is not a permanent accounting record. The use of a worksheet is an optional
step in the accounting cycle.

The worksheet is merely a device used to make it easier to prepare adjusting entries and the
financial statements.

The amount shown in the adjusted trial balance column for an account equals the account
balance in the ledger after adjusting entries have been journalized and posted.

The net income of $12,000 will appear in the income statement debit column and the balance
sheet credit column. A net loss will appear in the income statement credit column and the
balance sheet debit column.

Formal financial statements are needed because the columnar data are not properly arranged
and classified for statement purposes. For example, a drawing account is listed with assets.

(1) (Dr) Individual revenue accounts and (Cr) Income Summary.

(2) (Dr) Income Summary and (Cr) Individual expense accounts.

(3) (Dr) Income Summary and (Cr) Owner’s Capital (for net income).
(4) (Dr) Owner’s Capital and (Cr) Owner’s Drawings.

Income Summary is a temporary account that is used in the closing process. The account is
debited for expenses and credited for revenues. The difference, either net income or net loss, is
then closed to the owner’s capital account.

The post-closing trial balance contains only balance sheet accounts. Its purpose is to prove the
equality of the permanent account balances that are carried forward into the next accounting
period.

The accounts that will not appear in the post-closing trial balance are Depreciation Expense;
Owner’s Drawing; and Service Revenue.

A reversing entry is the exact opposite, both in amount and in account titles, of an adjusting entry
and is made at the beginning of the new accounting period. Reversing entries are an optional
step in the accounting cycle.

The steps that involve journalizing are: (1) journalize the transactions, (2) journalize the adjusting
entries, and (3) journalize the closing entries.

The three trial balances are the: (1) trial balance, (2) adjusted trial balance, and (3) post-closing
trial balance.

Correcting entries differ from adjusting entries because they: (1) are not a required part of the
accounting cycle, (2) may be made at any time, and (3) may affect any combination of accounts.

4-6
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Questions Chapter 4 (Continued)

14.

15.

16.

17.

18.

19.

*20.

*21.

The standard classifications in a balance sheet are:

Assets Liabilities and Owner’s Equity
Current Assets Current Liabilities

Long-term Investments Long-term Liabilities
Property, Plant, and Equipment Owner’s Equity

Intangible Assets

The operating cycle of a company is the average time that it takes to purchase inventory, sell it on
account, and then collect cash from customers.

Current assets are assets that a company expects to convert to cash or use up in one year. Some
companies use a period longer than one year to classify assets and liabilities as current because they
have an operating cycle longer than one year. Companies usually list current assets in the order
in which they expect to convert them into cash.

Long-term investments are generally investments in stocks and bonds of other companies that
are normally held for many years. Property, plant, and equipment are assets with relatively long
useful lives that a company is currently using in operating the business.

(a) The owner’s equity section for a corporation is called stockholders’ equity.

(b) The two accounts and the purpose of each are: (1) Common stock is used to record invest-
ments of assets in the business by the owners (stockholders). (2) Retained earnings is used
to record net income retained in the business.

Apple’s current liabilities at September 24, 2011 and September 25, 2010 were $27,970 million
and $20,722 million respectively. Apple’s current liabilities were significantly lower than its current
assets in both years.

After reversing entries have been made, the balances will be Interest Payable, zero balance;
Interest Expense, a credit balance.

(@) Jan. 10 Salaries and Wages EXPENSe..........ccoovvveeviiiiiiiiei i 8,000
a8 e 8,000

Because of the January 1 reversing entry that credited Salaries and Wages Expense for
$3,500, Salaries and Wages Expense will have a debit balance of $4,500 which equals the
expense for the current period.

(b) Jan. 10 Salaries and Wages Payable.............ccccoooviiiiiiiiiiiiicieeee, 3,500
Salaries and Wages Expense..........ccccoeeeeiiiiiiiiiiie e, 4,500
CaSN e 8,000

Note that Salaries and Wages Expense will again have a debit balance of $4,500.

Copyright © 2013 John Wiley & Sons, Inc.  Weygandt, Accounting Principles, 11/e, Solutions Manual  (For Instructor Use Only) 4-7



SOLUTIONS TO BRIEF EXERCISES

BRIEF EXERCISE 4-1

The steps in using a worksheet are performed in the following sequence:
(1) prepare a trial balance on the worksheet, (2) enter adjustment data,
(3) enter adjusted balances, (4) extend adjusted balances to appropriate
statement columns and (5) total the statement columns, compute net
income (loss), and complete the worksheet. Filling in the blanks, the
answers are 1, 3, 4, 5, 2.

The solution to BRIEF EXERCISE 4-2 is on page 4-9.

BRIEF EXERCISE 4-3

Income Statement Balance Sheet
Account Dr. Cr. Dr. Cr.
Accumulated Depreciation X
Depreciation Expense X
Owner’s Capital X
Owner’s Drawings X
Service Revenue X
Supplies X
Accounts Payable X
BRIEF EXERCISE 4-4
Dec. 31 Service Revenue .........coceieiieeiimiieeninesnrnasennenes 50,000
Income Summary .......ccceeviimireeecenreenee e 50,000
31  Income SUMMArY .....ccccceiiieeeiirirrensreee rrnannenes 34,000
Salaries and Wages Expense.................. 27,000
Supplies EXpense.........cccovvmmmeemeccrreennn e 7,000
31  InCOMe SUMMArY ......coceeeeeecirrrrrrecennsessennerenees 16,000
Owner’s Capital .......cceeeeeeiiiirmmeeccieee e 16,000
31 Owner’s Capital.........ccceeeeeiiiiirmrrcecr e eeeees 2,000
Owner’s Drawings ........cccccveeemeecnsrrreennn e 2,000
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CLAYTON COMPANY

Worksheet
Adjusted
rial Balance Adjustments Trial Balance
or. Cr. Dr. Cr. Dr. Cr.
000 (a) 1.800 1.200
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BRIEF EXERCISE 4-5

Salaries and Wages

Expense Income Summary Service Revenue
Bal. 27,000((2) 27,000 (2) 34,000|(1) 50,000 (1) 50,000 Bal. 50,000
(3) 16,000 |
50,000 50,000

Supplies Expense Owner’s Capital Owner’s Drawings
Bal. 7,000((2) 7,000 (4) 2,000 Bal. 30,000 Bal. 2,000/(4) 2,000
(3) 16,000
Bal. 44,000

BRIEF EXERCISE 4-6

July 31  Service Revenue.........cccccceiiimmmeceeccnnescenneeeeeennns 16,400
Income Summary .......cceceeiiimiereceeneeee e 16,400

31  Income SuMMaAry........ccccceeerrrrrrecmnsssssssssneeens 10,700
Salaries and Wages Expense................... 8,200
Maintenance and Repairs Expense......... 2,500

Service Revenue

Date Explanation Ref. Debit Credit Balance
7/31 Balance 16,400 16,400
7131 Closing entry 16,400 0

Salaries and Wages Expense

Date Explanation Ref. Debit Credit Balance
7/31 Balance 8,200 8,200
7131  Closing entry 8,200 0
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BRIEF EXERCISE 4-6 (Continued)

Maintenance and Repairs Expense

Date Explanation Ref. Debit Credit Balance
7/31 Balance 2,500 2,500
7131 Closing entry 2,500 0

BRIEF EXERCISE 4-7
The accounts that will appear in the post-closing trial balance are:

Accumulated Depreciation
Owner’s Capital

Supplies

Accounts Payable

BRIEF EXERCISE 4-8

The proper sequencing of the required steps in the accounting cycle is as
follows:

Analyze business transactions.
Journalize the transactions.

Post to ledger accounts.

Prepare a trial balance.

Journalize and post adjusting entries.
Prepare an adjusted trial balance.
Prepare financial statements.
Journalize and post closing entries.
Prepare a post-closing trial balance.

CONORWN =

Filling in the blanks, the answers are 4,2, 8,7,5, 3,9, 6, 1.
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BRIEF EXERCISE 4-9

1. ServiCe REVENUE ......eeeieieieieieceeeeieeie eremessms s sms s e snsnnsnnen 870
Accounts Receivable.......c.cciiieiiiiiiiieiie e 870
2. Accounts Payable ($1,750 — $1,570) .....cccoeveeeeeviiieccccnnee. 180
ST U o] o] [T 180

BRIEF EXERCISE 4-10

HAMIDI COMPANY
Partial Balance Sheet

Current assets

L= Y= o $ 4,100
Debt investments ... e e 6,700
Accounts receivable ..........ccociieiiiiiiiisi 12,500
ST 0 o] o] 1= 5,200
Prepaid inSUrancCe ... s s 3,600

Total current assets.....c...cceviiiiiiiciisc e e $32,100

BRIEF EXERCISE 4-11

_CL_ Accounts payable _CL_ Income taxes payable

CA Accounts receivable _LTlI Debt investments (long-term)
PPE Accum. depreciation—buildings PPE Land

PPE Buildings _CA _Inventory

CA_ Cash _IA_ Patents

_1A_ Copyrights _CA _Supplies

*BRIEF EXERCISE 4-12

Nov. 1 Salaries and Wages Payable.........ccccccovrrrmciiiiennnnnnn. 2,100
Salaries and Wages Expense..........ccccceeeiinrennes 2,100

The balances after posting the reversing entry are Salaries and Wages
Expense (Cr.) $2,100 and Salaries and Wages Payable $0.
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SOLUTIONS FOR DO IT! REVIEW EXERCISES

DO IT! 4-1

Income statement debit column—Utilities Expense

Income statement credit column—Service Revenue

Balance sheet debit column—Accounts Receivable

Balance sheet credit column—Notes Payable; Accumulated Depreciation;
Owner’s Capital

DO IT! 4-2
Dec. 31 Income Summary.......cccccceiimmenciiimrencinsceneeenns 41,000

Owner’s Capital ......ccccoveeerieiiriecirenn e, 41,000
Dec. 31 Owner’s Capital .......cccovvenirieiiriire e, 22,000

Owner’s Drawings ......cccccooveeeciiireennnnnnes . 22,000
DO IT! 4-3

RYAN COMPANY
Partial Balance Sheet

Current assets

(0= 1= o $4,300

Debt investments.......ccoooveiimiiiiicirec s e 1,200

Accounts receivable..........ccccereiiiiiiiiisie e, 4,300

LY=o oY Y 2,900

Total current assets.........cccceremiiieeciiieinr ceennnn, $12,700

Long-term investments

Stock investments .......cccovviiiiiri e s 6,500
Property, plant and equipment

Equipment..........o e 21,700

Less: Accumulated depreciation...........cc........... 5,700 16,000
Total assets ....ccoveiiii 35,200
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DO IT! 4-4

NA Interest revenue OE Owner’s capital

CL Utilities payable PPE Accumulated depreciation—equipment
CL Accounts payable PPE Equipment

CA  Supplies NA Salaries and wages expense

LTL Bonds payable LTI Debt investments (long-term)

1A Goodwill CL Unearned rent revenue
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EXERCISE 4-1

SOLUTIONS TO EXERCISES

NANDURI COMPANY
Worksheet
For the Month Ended June 30, 2014

Account Titles Trial Balance Adjustments Adj. Trial Balance = Income Statement Balance Sheet
Dr. Cr. Dr. Cr. Dr. Cr. Dr. Cr. Dr. Cr.
Cash 2,320 2,320 2,320
Accounts
Receivable 2,440 2,440 2,440
Supplies 1,880 (a) 1,380 500 500
Accounts Payable 1,120 1,120 1,120
Unearned Service
Revenue 240 (b) 140 100 100
Owner’s Capital 3,600 3,600 3,600
Service Revenue 2,400 (b) 140 2,540 2,540
Salaries and
Wages Expense 560 (c) 210 770 770
Miscellaneous
Expense _160 160 160
Totals 7,360 7,360
Supplies Expense (a) 1,380 1,380 1,380
Salaries and
Wages Payable (c) _210 210 210
Totals 1,730 1,730 7,570 7,570 2,310 2,540 5,260 5,030
Net Income 230 230
Totals 2,540 2,540 5260 5,260
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EXERCISE 4-2

DESOUSA COMPANY
(Partial) Worksheet

For the Month Ended April 30, 2014

Adjusted Income
Trial Balance Statement Balance Sheet

Account Titles Dr. Cr. Dr. Cr. Dr. Cr.
Cash 10,000 10,000
Accounts Receivable 7,840 7,840
Prepaid Rent 2,280 2,280
Equipment 23,050 23,050
Accum. Depreciation

Equipment 4,921 4,921
Notes Payable 5,700 5,700
Accounts Payable 4,920 4,920
Owner’s Capital 27,960 27,960
Owner’s Drawings 3,650 3,650
Service Revenue 15,590 15,590
Salaries and Wages

Expense 10,840 10,840
Rent Expense 760 760
Depreciation Expense 671 671
Interest Expense 57 57
Interest Payable 57 57

Totals 59,148 59,148 12,328 15,590 46,820 43,558
Net Income 3,262 3,262
Totals 15,590 15,590 46,820 46,820
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EXERCISE 4-3

DESOUSA COMPANY
Income Statement
For the Month Ended April 30, 2014

Revenues
SEerviCe reVENUE ........ciieeeiiieeiirnairena sssrsnsssrensssennsses $15,590
Expenses
Salaries and wages eXpense .......cccccceeeeeeiirrrereeneeens $10,840
Rent eXpense ........ccciiiimeiiiimnees s 760
Depreciation expense........cccccereeiireeciireces cereeneeeennn. 671
Interest eXpense ..o s 57
Total eXpenses.......ccccccviimmmeiiimrmsinrcssrrnesseeenas 12,328
Net inCome.......oo e e 3,262
DESOUSA COMPANY
Owner’s Equity Statement
For the Month Ended April 30, 2014
Owner’s Capital, April 1 ... e $27,960
Add: Netincome.......... e 3,262
31,222
LeSS: Drawings.......cccccciiimmmeiimmmmeinsssssrnssssssssss s rsmssssssnns snmsssss 3,650
Owner’s Capital, April 30 ........coovmeeciiiierreee e $27,572
DESOUSA COMPANY
Balance Sheet
April 30, 2014
Assets
Current assets
Cash... e $10,000
Accounts receivable..........ccccereiiimiieiiiin s 7,840
Prepaid rent..........coooii s 2,280
Total current assets .......cccoeeeciiienciiemiiieen e eenn, $20,120
Property, plant, and equipment
Equipment....... s 23,050
Less: Accumulated depreciation—equipment ..... 4921 18,129
Total assets .......cccciiiieciiiricci e e $38,249
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EXERCISE 4-3 (Continued)
DESOUSA COMPANY
Balance Sheet (Continued)
April 30, 2014

Liabilities and Owner’s Equity
Current liabilities

Notes payable........cccccciiiiiiiimeeee s $5,700
Accounts payable .........ccccoomiiiiiir 4,920
Interest payable..........ccoiiiiii e 57
Total current liabilities ......ccccccovrvemiiireeniiirennns $10,677
Owner’s equity
Owner’s capital.......cccccoviimimemecciiirre e e 27,572
Total liabilities and owner’s equity.................. $38,249
EXERCISE 4-4
(@) Apr.30 Service Revenue......c..cccccceiiireeniiinneaseenns 15,590
Income Summary ......cccceeeiieerreeennns 15,590
30 Income SuMmMary .....ccccccoimmmeniirirnensssene senes 12,328
Salaries and Wages Expense .......... 10,840
Rent Expense.......ccccccoimmmmiiirnnencnnnnn, 760
Depreciation Expense.............cc....... 671
Interest Expense........ccccceeiiireeniinnees 57
30 Income SuUMMAary .....ccccccevmmmmnirirnmnsssennsenes 3,262
Owner’s Capital .......ccceeeeiiirrrecennnnnnn. 3,262
30 Owner’s Capital........cccooveniirieirieciiee e 3,650
Owner’s Drawings .....c...ccccevveeeennnnnnn 3,650
(b)
Income Summary Owner’s Capital
(2) 12,328 | (1) 15,590 (4) 3,650 | Bal. 27,960
(3) 3,262 (3) 3,262
15,590 15,590 Bal. 27,572
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EXERCISE 4-4 (Continued)

(c) DESOUSA COMPANY
Post-Closing Trial Balance
April 30, 2014

Debit Credit
Cash... e s $10,000
Accounts Receivable...........ccociiveiimiiiiinincinennnns 7,840
Prepaid Rent ... e 2,280
Equipment........ e 23,050
Accumulated Depreciation—Equipment........... $ 4,921
Notes Payable........ccccoiimimcirccr e, 5,700
Accounts Payable..........ccccccoiimiciiiii e, 4,920
Interest Payable. ..., 57
Owner’s Capital ......ccccooeeiiieiiiiir e 27,572
$43,170 $43.,170
EXERCISE 4-5
(@) Accounts Receivable..........ccccceeiiiieiiiiiie s 1,100
Service Revenue ........ccooecvreeivieeirennes snveenans 1,100
Insurance EXpense.......cccoiviiieeciiecceree e eeenns 300
Prepaid Insurance........ccccovvmciiimieciiinn vnneees 300
Depreciation Expense .......cccovieiiriecirreecerecvennnnns 900
Accumulated Depreciation—Equipment ... 900
Salaries and Wages Expense ........ccccccevrveennnnnes 500
Salaries and Wages Payable....................... 500
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EXERCISE 4-5 (Continued)

(b)

Income Statement Balance Sheet

Dr. Cr. Dr.

Cr.

Accounts Receivable X

Prepaid Insurance X

Accum. Depreciation—Equip.

Salaries and Wages Payable

Service Revenue X

Salaries and Wages
Expense

Insurance Expense

Depreciation Expense

X X X

EXERCISE 4-6

(a)

Accounts Receivable—$25,000 ($34,000 — $9,000).
Supplies—$2,500 ($7,000 — $4,500).

X X

Accumulated Depreciation—Equipment—$22,000 ($12,000 + $10,000).
Salaries and Wages Payable—$0 No liability recorded until adjustments

are made.
Insurance Expense—$6,000 ($26,000 — $20,000).
Salaries and Wages Expense—$43,400 ($49,000 — $5,600).

(b) Accounts Receivable ...........cccveeecciiiiiiree e 9,000
Service Revenue.......ccocoiveiieiieeiineieeissemsnasnsnenns 9,000
Insurance EXpense ... s s 6,000
Prepaid Insurance .........cocccevieeciiiciireecseeeeeneees 6,000
Supplies EXPENSe .......ccceveeeeciirrrrrecnnsseemnssnseeeeennnnes 4,500
ST 0 o] o] [T 4,500
Depreciation EXpense.......ccccoovieiiiimieinnins cesenssennnnns 10,000
Accumulated Depreciation—Equipment.......... 10,000
Salaries and Wages EXpense......cccccccvvrmmrrmmnncnnneennnn 5,600
Salaries and Wages Payabile............cccccceereeuee. 5,600
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EXERCISE 4-7

(a)

(b)

Service ReVeNUE.......c.cccvieiieeiiemcrrsr s eeresresaereans 4,300
Income Summary........ccoovveciiiiiecirirre s 4,300

Income Summary........cccceeeeeeiriereecenns e e eennes 3,500
Salaries and Wages Expense ..........cccccceeeneee. 1,344
Miscellaneous Expense .........ccccevveecireenerennn. 256
Supplies EXpense......ccccccceeiirrrrrecmnnssnessesnseeennes 1,900

Income Summary.........cccceciiirieciiirre e s 800
Owner’s Capital ...........cceveeeeciiirrrrree e 800

Owner’s Capital .......cccooveiiiimciirccr e, 628
Owner’s Drawings .......cccccceecennereeeenssscnsnnnens 628

KAY MAGILL COMPANY
Post-Closing Trial Balance
June 30, 2014

Account Titles Debit _Credit

Cash... e ——— $3,712

Accounts Receivable........ccccorrirmiiiiiiircr e, 3,904

ST 0] o o] [ =3P 480
Accounts Payable..........cccceiiiiireeeee s $1,556
Salaries and Wages Payable.........ccccccceeevrrrrrennnnnns 448
Unearned Service Revenue.............ccovveeeciiiiinnnnn. 160
Owner’s Capital ..........cceeemeeiiiiirrec e 5,932
8.096 $8,096
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EXERCISE 4-8

(a)
General Journal J15
Date Account Titles Ref. Debit Credit
July 31 Service Revenue.........cccceceeimvenniinnnnnns 400 64,000
Rent Revenue.........ccoeviieciieiieceecinvennes 429 6,500
Income Summary........cccccorveee. 350 70,500
31 Income Summary.......ccccceerrrenierreennnnn 350 78,600
Salaries and Wages Expense ... 726 55,700
Utilities Expense........cccceereeennnee. 732 14,900
Depreciation Expense................ 711 8,000
31 Owner’s Capital .......ccccovveerreniiricninenns 301 8,100
Income Summary....................... 350 8,100
31 Owner’s Capital .......ccccovveerreniiricninenns 301 16,000
Owner’s Drawings .........ccccccveeee 306 16,000
(b)
Owner’s Capital No. 301
Date Explanation Ref. Debit Credit Balance
July 31 Balance 45,200
31 Close net loss J15 8,100 37,100
31 Close drawing J15 16,000 21,100
Income Summary No. 350
Date Explanation Ref. Debit Credit Balance
July 31 Close revenue J15 70,500 70,500
31 Close expenses J15 78,600 (8,100)
31 Close net loss J15 8,100 0
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EXERCISE 4-8 (Continued)

(c) PLEVIN COMPANY
Post-Closing Trial Balance
July 31, 2014

Debit Credit
CasSh... e $9,840
Accounts Receivable...........ccociiveiimiiiiinincinennnns 8,780
Equipment..........oo e 15,900
Accumulated Depreciation—Equipment........... $ 7,400
Accounts Payable..........ccccccoiimieciiiiic e, 4,220
Unearned Rent Revenue ..........ccoeiieiieeiienieennns 1,800
Owner’s Capital ........cccceeeciiiiirrreeccr e 21,100

$34,520 $34,520

EXERCISE 4-9
(a) PLEVIN COMPANY
Income Statement
For the Year Ended July 31, 2014
Revenues
SEIrVICe rEVENUE.......ceeeeriirremnriirernnsiersereennsans $64,000
Rent revenue ... e 6,500
Total revenues .......cccccoveeeerierrennniireevenes $70,500
Expenses
Salaries and wages expense........cccccccereeee. 55,700
Utilities expense........cccccceiimrmeciiiireecnsnsneeenns 14,900
Depreciation expense .......ccccoeeeeirenireennnnes . 8.000
Total expenses.......ccccovimrmmiiinrmniinnn venes 78,600
Net I0SS ...coeeeiiirrc e e ($_8.100)
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EXERCISE 4-9 (Continued)

(b)

PLEVIN COMPANY
Owner’s Equity Statement
For the Year Ended July 31, 2014

Owner’s Capital, August 1, 2013 ....................... $45,200
LesSS: Net l0SS....ccccciiiiieeiiiireniiirees esnsserennsssseens $ 8,100
Drawings........ccccccciiiirencinirnes s ereeasseeenas 16,000 24,100
Owner’s Capital, July 31, 2014 .......................... 21,100
PLEVIN COMPANY
Balance Sheet
July 31, 2014
Assets
Current assets
(0= 1= o $9,840
Accounts receivable..........ccceerirriiiieciie e, 8,780
Total current assets........ccccereeiiienniinenn, $18,620
Property, plant, and equipment
Equipment.........o s 15,900
Less: Accumulated depreciation................. 7,400 8,500
Total assets .....ccovevrreirriiiicirecr e e, $27,120
Liabilities and Owner’s Equity
Current liabilities
Accounts payable..........ccccceeiiiiiiiiiireeen e $4,220
Unearned rent revenue........ccccoevevvrvrevrennenn. 1,800
Total current liabilities...........ccccuirreeeen. $ 6,020
Owner’s equity
Owner’s Capital ...........covveeeeceiirirreeee e 21,100
Total liabilities and owner’s equity ....... $27,120
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EXERCISE 4-10

1. False “Analyze business transactions” is the first step in the accounting
cycle.

False. Reversing entries are an optional step in the accounting cycle.
True.
True.
True.

o a kW

False. Steps 1-3 may occur daily in the accounting cycle. Steps 4-7 are
performed on a periodic basis. Steps 8 and 9 are usually prepared only
at the end of a company’s annual accounting period.

7. False. The step of “journalize the transactions” occurs before the step
of “post to the ledger accounts.”

8. False. Closing entries are prepared after financial statements are prepared.

EXERCISE 4-11

(@) June 30 Service Revenue .......ccccooirieeiiiirrenninennn. 18,100
Income Summary........cccceeeeciinnennes 18,100
30 Income Summary .......cccceeeeimmemninirrennnanns 13,100
Salaries and Wages Expense ....... 8,800
Supplies Expense......ccccccevvrrrreennnn. 1,300
Rent Expense.......ccceeeivecireenenens 3,000
30 Income Summary ........ccccceeemeirrrrennnnnnnes 5,000
Owner’s Capital .......ccccovenrirrmnnnneeee. 5,000
30 Owner’s Capital ........ccovvmmremmccrrrrrnnencens 2,500
Owner’s Drawings .......cccccoemvennnnnae 2,500
(b)

Income Summary
June 30 13,100 |June 30 18,100
June 30 5,000
18,100 18,100
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EXERCISE 4-12

(@) 1. Cash .. s . 700
Equipment ... e 700

Salaries and Wages Expense.........cccccceeeiineens 700
CaSh i e e 700

2. Service Revenue.......ccoiciieiieiieiiseiresssrnsssnnennns 100
0 1= o 100

CaSh .. e ———— . 1,000
Accounts Receivable.........cccoeieiiiennenns 1,000

3. Accounts Payable ..........ccooeeciiiiiecciiiie e 670
Equipment ..., 670

Equipment ... 760
Accounts Payable ..........ccccoonieeiiiiiennnnn. 760

(b) 1. Salaries and Wages Expense.......cccccoerremnnnnns 700
Equipment ..., 700

2. Service Revenue.......cccoieireiieiieiisniresssrssssnnsenns 100

CaSh e . 900
Accounts Receivable.........ccccoeieiriennnnns 1,000

3. Equipment ... e 90
Accounts Payable .........cccccoimieniiiinennnnnn. 90
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EXERCISE 4-13

1. Accounts Payable ($840 — $480).............cceeeeveunneee. 360

Cash ... - 360
2. SUPPHIES ..ot e 560

Equipment ... e 56

Accounts Payable ..........ccccoomienciiiiiciie e, 504
3. Owner’s Drawings .......cccccccoimmmeiiimmsecnis sesssnsssessnnnnns 500

Salaries and Wages Expense........cccccovrveunnnnnns 500
EXERCISE 4-14
(a) MARTELL BOWLING ALLEY

Balance Sheet
December 31, 2014
Assets
Current assets

Cash....orc e $18,040

Accounts receivable.................... 14,520

Prepaid insurance..............ccc....... 4,680

Total current assets ............ $ 37,240
Property, plant, and equipment

1001 5 o 67,000

Buildings......cccccrrecvceerrrccceeee e, $128,800

Less: Acc. depr.—buildings...... 42.600 86,200

Equipment ... 62,400

Less: Acc. depr.—equipment.... 18,720 43.680 196,880

Total assets........ccccevveuvnneee. $234.,120
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EXERCISE 4-14 (Continued)

(b)

MARTELL BOWLING ALLEY
Balance Sheet (Continued)
December 31, 2014

Liabilities and Owner’s Equity
Current liabilities

Notes payable(due 2015).......ccccceevveeiiicicccccnnnn $22,000
Accounts payable...........ccoveeiiiiiciii e 12,300
Interest payable ..., 2,600
Total current liabilities......c...cccciirreennnnn. $ 36,900
Long-term liabilities
Notes payable. ... 75,780
Total liabilities .........ccoevieiiiieciicre e, 112,680
Owner’s equity
Owner’s capital ($115,000 + $6,440%).............. 121,440
Total liabilities and owner’s equity ......... $234,120

*Net income = $17,180 — $780 — $7,360 — $2,600 = $6,440

Current assets exceed current liabilities by only $340 ($37,240 -
$36,900). However, approximately 50% of current assets are in the form
of cash. The company’s liquidity appears to be reasonably good, but
some caution is needed.

EXERCISE 4-15

_CL_Accounts payable PPE Accumulated depreciation—
equipment

_CA_Accounts receivable PPE Buildings

_CA Cash PPE Land

_OE_Owner’s capital LTL Notes payable (due in 2 years)

_IA_ Patents _CA_Supplies

_CL_Salaries and wages payable PPE Equipment

_CA Inventory _CA Prepaid expenses

CA Stock investments
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EXERCISE 4-16

D. GYGI COMPANY
Balance Sheet
December 31, 2014
(in thousands)

Assets
Current assets
(0= 1= ¢ T $ 2,668
Short-term investments.........ccccccceveerennnee. 3,690
Accounts receivable. ...........ccoeeeieiieiireiinnnn. 1,696
Inventory.......ciirr 1,256
Prepaid insurance........cccccoommmeiiiinnencnnninnns 880
Total current assets ..........cceeuviirrennnnn. $10,190
Long-term investments .........c.cccoeeciiiiieciiininnns 264
Property, plant, and equipment
Equipment ... 11,500
Less: Accumulated depreciation—
equipment ..o s (5,655) 5,845
Total assets.....cccccovrrreiiiriiecciiiree e, $16,299

Liabilities and Owner’s Equity
Current liabilities

Notes payable (due in 2015).........ccccceuuunuee $ 500
Accounts payable .........ccccooimiiiiiiicii e 1,444
Total current liabilities ........cc..cceeeen... $ 1,944
Long-term liabilities
Long-term debt...........ooeoiiii 1,000
Notes payable........ccccoomreeciiiiici e 400
Total long-term liabilities..................... 1,400
Total liabilities........cccccceeeeiiiirreeccr e 3,344
Owner’s equity
Owner’s capital......ccccooeeeeiriciireciie e, 12,955
Total liabilities and owner’s equity ... 16.299
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EXERCISE 4-17

(a)
NORSTED COMPANY
Income Statement
For the Year Ended July 31, 2014
Revenues

SEerVIiCe reVENUE ....ccevvirereriirennsirrennssnnsans $62,000

Rent revenue.........coiiiciiciiecr e 8,500
Total revenues........c.cceeiiieeiiinniinn s $70,500

Expenses

Salaries and wages expense .................. 51,700

Utilities expense .......ccccoiimieiiiimiecinin s 22,600

Depreciation expense.........ccceevreeeirennnnne 4,000
Total expense......cccoommveeciiimneeiiinne s 78,300
Net loSS ... s $ (7,800)

NORSTED COMPANY
Owner’s Equity Statement
For the Year Ended July 31, 2014

Owner’s Capital, August 1, 2013 .................... $51,200

Less: NetloSS....ccciiiieiiiimiiieec e e enaan $7,800
Drawings......cccccceiimmmeiininnece s ceerenen e 3,000 10,800
Owner’s Capital, July 31,2014 ....................... $40,400
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EXERCISE 4-17 (Continued)

(b)
NORSTED COMPANY
Balance Sheet
July 31, 2014

Assets
Current assets
Cash... i - $14,200
Accounts receivable ... 9,780
Total current assets ..........cceeeviirrrenniirees $23,980
Property, plant, and equipment
Equipment ... s 30,400
Less: Accumulated depreciation—
equipment ........ceeiiiiiire e 6,000 24,400
Total assets .....cccoveeiiieiiiiicrc e $48.380

Liabilities and Owner’s Equity
Current liabilities

Accounts payable ........ccccccceiiriiiiiiiiice e, $4,100
Salaries and wages payable.......ccccccccceeverenes 2,080
Total current liabilities ........ccceceevreennirnns $ 6,180
Long-term liabilities
Notes payable........ccccoomimiiiirc e, 1,800
Total liabilities........cocccereiieiiiiri e e, 7,980
Owner’s equity
Owner’s capital........ccccceceiiiiimrreee e 40,400
Total liabilities and owner’s equity ....... 48,380
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*EXERCISE 4-18

(@) Dec.31 Salaries and Wages Expense

($12,000 X 2/5) ....mmrrrerrrrecrsnneeeeeeesneeas 4,800
Salaries and Wages Payable .......... 4,800

Jan. 6 Salaries and Wages Payabie.................. 4,800

Salaries and Wages Expense

($12,000 X 3/5) .cceeeeeeeeeieieeeeeeee e 7,200
0 T o 12,000

(b) Dec.31 Salaries and Wages Expense................. 4,800
Salaries and Wages Payabile .......... 4,800

Jan. 1 Salaries and Wages Payabile.................. 4,800
Salaries and Wages Expense......... 4,800

Jan. 6 Salaries and Wages Expense................ 12,000
0 T o 12,000

*EXERCISE 4-19

(@) Dec.31 Service Revenue..........ccccoeeemmncnnrrrnnnnvenes 92,500
Income Summary ......ccccccevireeniinnens 92,500

31  Income SuMMary.....ccccccceevrrrmremmnssseeeeanns 8,300
Interest Expense .......ccccevveeireennnnees 8,300

(b) Jan. 1 Service Revenue..........ccccceeemncirrrrnnnnvenes 5,000
Accounts Receivable...................... 5,000

1 Interest Payable. ..., 2,000
Interest Expense ........ccccevvenireennnneee 2,000

4-32 Copyright © 2013 John Wiley & Sons, Inc.  Weygandt, Accounting Principles, 11/e, Solutions Manual  (For Instructor Use Only)



*EXERCISE 4-19 (Continued)

(c) & (e)
Accounts Receivable

Dec. 31 Balance *19,500
31 Adjusting 5,000
24,500

Jan.1 Reversing 5,000
*($24,500 — $5,000)
Service Revenue
Dec. 31 Closing 92,500 | Dec. 31 Balance 87,500*
31 Adjusting 5,000
92,500 92,500
Jan.1 Reversing 5,000 | Jan. 10 5,000
*($92,500 — $5,000)
Interest Payable
Dec. 31 Adjusting 2,000
Jan.1 Reversing 2,000
Interest Expense
Dec. 31 Balance *6,300 | Dec. 31 Closing 8,300
31 Adjusting 2,000
8,300 8,300
Jan. 15 3,000 (Jan.1 Reversing 2,000
*($8,300 — $2,000)
(d) (1)
JaN. 10 Cash ... s 5,000
Service Revenue.........cccoeevieeireiienninnne s 5,000
(2)
15 Interest EXpense ......cooiiiiireciiecienceeens 3,000
CaSh.. e 3,000

Copyright © 2013 John Wiley & Sons, Inc. ~ Weygandt, Accounting Principles, 11/e, Solutions Manual  (For Instructor Use Only) 4-33



ve-v

"ou| ‘suog R As|Ip uyor €102 ® ybuAdod

|enuely suonn|os ‘e/L | ‘sejdiouLid buiunoooy ‘ypuebAsp

(AluQ 8sn Joyonusu| Jo)

(a)

LAMPERT ROOFING

Worksheet
For the Month Ended March 31, 2014
Adjusted Income
Account Titles Trial Balance Adjustments Trial Balance Statement Balance Sheet
Dr. Cr. Dr. Cr. Dr. Cr. Dr. Cr. Dr. Cr.
Cash 4,500 4,500 4,500
Accounts Receivable 3,200 3,200 3,200
Supplies 2,000 (a) 1,450 550 550
Equipment 11,000 11,000 11,000
Accumulated
Depreciation—Equipment 1,250 (b) 250 1,500 1,500
Accounts Payable 2,500 2,500 2,500
Unearned Service Revenue 550 (c) 340 210 210
Owner’s Capital 12,900 12,900 12,900
Owner’s Drawings 1,100 1,100 1,100
Service Revenue 6,300 (c) 340 6,640 6,640
Salaries and Wages
Expense 1,300 (d) 700 2,000 2,000
Miscellaneous Expense 400 400 400
Totals 23,500 23,500
Supplies Expense (a) 1,450 1,450 1,450
Depreciation Expense (b) 250 250 250
Salaries and Wages
Payable _ (d) _700 700 700
Totals 2,74 2,740 24,450 24,450 4100 6,640 20,350 17,810
Net Income 2,540 2,540
Totals 6,640 6,640 20,350 20,350

Key: (a) Supplies Used; (b) Depreciation Expensed; (c) Service Revenue Recognized; (d) Salaries Accrued.
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PROBLEM 4-1A (Continued)

(b)

LAMPERT ROOFING
Income Statement
For the Month Ended March 31, 2014
Revenues
ServiCe revVeNUE..........cccevreeririeeiienas serenassrensssenns $6,640
Expenses

Salaries and wages exXpense..........ccccceeeeerenrnnnn $2,000

Supplies eXPeNSe.......ccccvvvrrrrmmncrrrrrrren rrrennnnanes 1,450

Miscellaneous eXpense ........cccceeveecereenerrennereeeens 400

Depreciation expense........ccccccvvimmmiirirrensisssnnnnnas 250
Total expenses.......ccccoviriecirirrecninre srrmasnnenes 4,100
Net income ... e e 2,540

LAMPERT ROOFING
Owner’s Equity Statement
For the Month Ended March 31, 2014

Owner’s Capital, March 1. e, $ 2,900
INVESEMENTS.....ceii e e e e e e e e 10,000
Add: Netincome........ccooiiciiiiici e e 2,540
15,440
LeSS: Drawings .....ccccoiiimeiiimmceiiirree sressssssssssesnsssssssnssssss sssnnnnes 1,100
Owner’s Capital, March 31 ... e, $14,340

LAMPERT ROOFING
Balance Sheet
March 31, 2014

Assets
Current assets
(O 1= ¢ T $4,500
Accounts receivable ...........cooeiiiiiiiiiiiri e, 3,200
ST o] o] 113 550
Total current assets ......ccccoeveeeiiireenniiirenn s $ 8,250
Property, plant, and equipment
Equipment ... 11,000
Less: Accum. depreciation—equipment ......... 1,500 9,500
Total assets.......cooreiiieiiimiirirr e $17,750
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PROBLEM 4-1A (Continued)

LAMPERT ROOFING
Balance Sheet (Continued)
March 31, 2014

Liabilities and Owner’s Equity
Current liabilities

Accounts payable...........cccoeiiiiiririninrrrs e $2,500

Salaries and wages payable...........cccceeeecciiirenees 700

Unearned service revenue...........cccceeevvmeemnnirnen s 210
Total current liabilities........c.cccovveiivenciinennnnn.

Owner’s equity

Owner’s capital........ccccoeveiiiiiirice e
Total liabilities and owner’s equity..............

(c) Mar.31 Supplies Expense.........ccccceemmecenrrrrerennneennnns 1,450
107 ] o] 111

31 Depreciation Expense .........cccceiiirieanininnes 250

Accumulated Depreciation—

Equipment ...,

31 Unearned Service Revenue.............ccceeeeee.. 340
Service Revenue ........ccccovvrmmreennncnnnnnns

31 Salaries and Wages Expense .................... 700
Salaries and Wages Payabile...............

(d) Mar.31 Service Revenue..........cccceeiimieeciireenvecnnnnn. 6,640
Income Summary ......ccceceeiiiirrecennnnnnn

31 Income SumMmary.......cccccceeceenrrrrnemnnnssssnnsnnns 4,100
Salaries and Wages Expense.............
Supplies Expense ......cccooveeerrencireennnnes
Depreciation Expense........ccccccevrrrannnn.
Miscellaneous Expense.......................

31 Income Summary......ccccooemmecirimrencesenne ennnnns 2,540
Owner’s Capital.....c.ccceceeereeirrenirnennnne.

31 Owner’s Capital .......cccooveeiiieniireicree e, 1,100
Owner’s Drawing......ccccceeevvermmeemnnnnneess

250

340

700

6,640

2,000
1,450
250
400

2,540

1,100
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PROBLEM 4-2A

(a) ALSHWER COMPANY
Partial Worksheet
For the Year Ended December 31, 2014
Adjusted Income Balance
Account Trial Balance Statement Sheet
No. Titles Dr. Cr. Dr. Cr. Dr. Cr.
101 Cash 5,300 5,300
112 Accounts Receivable 10,800 10,800
126 Supplies 1,500 1,500
130 Prepaid Insurance 2,000 2,000
157 Equipment 27,000 27,000
158 Acc. Depr.—Equip. 5,600 5,600
200 Notes Payable 15,000 15,000
201 Accounts Payable 6,100 6,100
212 Salaries and Wages
Payable 2,400 2,400
230 Interest Payable 600 600
301 Owner’s Capital 13,000 13,000
306 Owner’s Drawings 7,000 7,000
400 Service Revenue 61,000 61,000
610 Advertising Expense 8,400 8,400
631 Supplies Expense 4,000 4,000
711 Depreciation Expense 5,600 5,600
722 Insurance Expense 3,500 3,500
726 Salaries and Wages
Expense 28,000 28,000
905 Interest Expense 600 600
Totals 103,700 103,700 50,100 61,000 53,600 42,700
Net Income 10,900 10,900
Totals 61,000 61,000 53,600 53,600
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PROBLEM 4-2A (Continued)

(b) ALSHWER COMPANY
Income Statement
For the Year Ended December 31, 2014

Revenues
SEIVICE FEVENUE.....ceevvirremnriiireensirrennsenssssreenns $61,000
Expenses
Salaries and wages expense........ccccccuuunnnnse. $28,000
Advertising expense ........cccccceiirieniiiireenne e, 8,400
Depreciation expense ........ccccovveecerveirreeennnns 5,600
Supplies eXpPense.....ccccccceeeerrrrrremnnsssrersssreeenes 4,000
Insurance exXpense........cccceereeerreeierence s serennns 3,500
Interest expense.......ccccovreeciireiirece e e, 600
Total expenses.........ccceeeiiirrencniinnensannnns 50,100
Net iNCoOMe ... e e 10,900
ALSHWER COMPANY
Owner’s Equity Statement
For the Year Ended December 31, 2014
Owner’s Capital, January 1 ........cccccviviiiiiicrirvcise e $13,000
Add: Netincome....... i e e e 10,900
23,900
LesSS: Drawings ........cccccciimimeniiiimresiis ssssrsssssssssssssssssssssssssns semnes 7,000
Owner’s Capital, December 31..........coorrcceirre e $16,900
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PROBLEM 4-2A (Continued)

ALSHWER COMPANY
Balance Sheet
December 31, 2014

Assets
Current assets
(O 1= 1 T $ 5,300
Accounts receivable ........ccccoeveiiiiiiiicieie e, 10,800
ST o] o] 1= 1,500
Prepaid insurance........ccccooeeeiireecerreninne veennnnns 2,000
Total current assets ..........ccccevveeiriennnnns $19,600
Property, plant, and equipment
Equipment ... 27,000
Less: Accumulated depreciation—
equipment ... s 5,600 21,400
Total assets.....cccccovvreciiiireciiirre e, $41,000

Liabilities and Owner’s Equity
Current liabilities

Notes payable........cccoereemmmcccccec e, $5,000
Accounts payable .........ccccooimimiiiiii s 6,100
Salaries and wages payable...........cc............ 2,400
Interest payable...........coeeiiiiiciii s 600
Total current liabilities .......cc..coceuvveunenenn $14,100
Long-term liabilities
Notes payable........ccccoorimiiiiicc e, 10,000
Total liabilities......cc.cccovvmmreeeecciieiree e 24,100
Owner’s equity
Owner’s capital........cccceeeciiiiimmree e 16,900
Total liabilities and owner’s equity ...... 41,000
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PROBLEM 4-2A (Continued)

(c)

General Journal J14
Date Account Titles and Explanation Ref. Debit Credit

Dec. 31 Service Revenue...........coeeeeimiimnirniinnnnns 400 61,000
Income Summary......cccccoeveeunnnnns 350 61,000

31 Income Summary ......cccccoerveeniiirrennnens 350 50,100
Advertising Expense.................. 610 8,400
Supplies Expense .......cccccevreennnne 631 4,000
Depreciation Expense................ 711 5,600
Insurance Expense .................... 722 3,500
Salaries and Wages Expense.... 726 28,000
Interest Expense ........ccccoveuunneeee. 905 600

31 Income Summary ......cccccoermmmniiirnnnnnens 350 10,900
Owner’s Capital.........ccccevennnnneeen. 301 10,900

31 Owner’s Capital.......cccovvenciriciiieecnnnns 301 7,000
Owner’s Drawings.....c....cccceieenee 306 7,000

(d)

Owner’s Capital No. 301
Date Explanation Ref. Debit Credit Balance
Jan. 1 Balance v 13,000 13,000
Dec. 31 Closing entry J14 10,900 23,900
31 Closing entry J14 7,000 16,900
Owner’s Drawings No. 306
Date Explanation Ref. Debit Credit Balance
Dec. 31 Balance v 7,000 7,000
31 Closing entry J14 7,000 0
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PROBLEM 4-2A (Continued)

Income Summary No. 350

Date Explanation Ref. Debit Credit Balance
Dec. 31 Closing entry J14 61,000 61,000
31 Closing entry J14 50,100 10,900

31 Closing entry J14 10,900 0
Service Revenue No. 400

Date Explanation Ref. Debit Credit Balance
Dec. 31 Balance v 61,000 61,000
31 Closing entry J14 61,000 0
Advertising Expense No. 610

Date Explanation Ref. Debit Credit Balance
Dec. 31 Balance v 8,400 8,400
31 Closing entry J14 8,400 0
Supplies Expense No. 631

Date Explanation Ref. Debit Credit Balance
Dec. 31 Balance v 4,000 4,000
31 Closing entry J14 4,000 0
Depreciation Expense No. 711

Date Explanation Ref. Debit Credit Balance
Dec. 31 Balance v 5,600 5,600
31 Closing entry J14 5,600 0
Insurance Expense No. 722

Date Explanation Ref. Debit Credit Balance
Dec. 31 Balance v 3,500 3,500
31 Closing entry J14 3,500 0
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PROBLEM 4-2A (Continued)

Salaries and Wages Expense No. 726
Date Explanation Ref. Debit Credit Balance
Dec. 31 Balance v 28,000 28,000
31 Closing entry J14 28,000 0
Interest Expense No. 905
Date Explanation Ref. Debit Credit Balance
Dec. 31 Balance v 600 600
31 Closing entry J14 600 0
(e) ALSHWER COMPANY
Post-Closing Trial Balance
December 31, 2014
Debit Credit
Cash....ci i —————— $ 5,300
Accounts Receivable..........c.ccoeeiiriimiirirencereenees 10,800
ST 0] o] 1= 1,500
Prepaid Insurance..........cccocciiimieciiinneseeennnneeans 2,000
Equipment.........c o e 27,000
Accumulated Depreciation—
Equipment ... $ 5,600
Notes Payable ... e 15,000
Accounts Payable.........c..coooieeeiiiiiiciin e 6,100
Salaries and Wages Payable...............cceeeue. 2,400
Interest Payable ........cccoimimeciiiic e, 600
Owner’s Capital.......cccccceevimmmrmmecirirer e 16,900
B 1o} ¢ 1 - $46.600 $46,600
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PROBLEM 4-3A

(a) FLEMING COMPANY
Income Statement
For the Year Ended December 31, 2014

Revenues
Service revenuUE.........cccceieeeeiienireenis seenasssennes $60,000
Expenses
Salaries and wages expense............ccceeveenn. $30,000
Depreciation expense.........cccccevimrmeininnennnnnns 3,100
Insurance expense.......cccccovirmeciiirreinnre senenans 1,800
Maintenance and repairs expense................ 1,600
Utilities expense........ccccccciiimreciiinnceensnennens 1,400
Total expenses.......ccccovimreniiiirrmnininn eneans 37,900
Netincome. ... 22.100
FLEMING COMPANY
Owner’s Equity Statement
For the Year Ended December 31, 2014
Owner’s Capital, January 1.......cccccccceeemrmrnineenees cessssnnnnnnes $19,500
Add: Netincome........coireiiiiiiciiiir e s 22,100
41,600
LesSS: Drawings ....cccccoiimrmiiiimmeniniisne emasssssssssssessmsssssssnanans 11,000
Owner’s Capital, December 31.........cooriciriiircee e $30,600
FLEMING COMPANY
Balance Sheet
December 31, 2014
Assets
Current assets
Cash .. e ————— $8,900
Accounts receivable ........cccoeviiiiiiiicnene e, 10,800
Prepaid insurance.........ccccoommeiiiimeecinnsinnnenns 2,800
Total current assets ..........ccccevveeiiiennnnns $22,500
Property, plant, and equipment
Equipment ... s 24,000
Less: Accumulated depreciation—
equipment ... s 4,500 19,500
Total assets.......ccccerreiiricr e e, $42,000
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PROBLEM 4-3A (Continued)

FLEMING COMPANY
Balance Sheet (Continued)
December 31, 2014

Liabilities and Owner’s Equity
Current liabilities

Accounts payable............cceeeriiiiiiininssis e, $9,000
Salaries and wages payable...........cccceeennennn. 2,400
Total current liabilities...........cccceeeirrennnnn. $11,400
Owner’s equity
Owner’s capital.....c...cccoemmmrmmcciiirirree e 30,600
Total liabilities and owner’s
(=T o 11 11 37 $42,000
(b)
General Journal
Date Account Titles and Explanation Ref. Debit Credit
Dec. 31 Service Revenue.......ccccccervecvrmevrrnirenenn, 400 60,000
Income Summary........ccccceerreeeen. 350 60,000
31 Income Summary .......cccceeerrieencirrrennnnn. 350 37,900
Maintenance and Repairs
EXpense........cccccceiiimmmniiiinnnannanns 622 1,600
Depreciation Expense................. 711 3,100
Insurance Expense..................... 722 1,800
Salaries and Wages Expense .... 726 30,000
Utilities Expense.........ccccceeeeneee. 732 1,400
31 Income Summary ........ccccceemeenreereeennnns 350 22,100
Owner’s Capital ......cccccccvvrrreeeeee. 301 22,100
31 Owner’s Capital ........ccooeveeeeeciiirrrreennes 301 11,000
Owner’s Drawings .....c...cccccuuuenee 306 11,000
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PROBLEM 4-3A (Continued)

(c)
Owner’s Capital No. 301 Maintenance and Repairs
12/31 11,000| 1/1 Bal. 19,500 Expense No. 622
12/31 22,100 12/31 Bal. 1,600 | 12/31 1,600
12/31 Bal. 30,600
Depreciation Expense No. 711
Owner’s Drawings _ No. 306 12/31 Bal. 3,100 [12/31 3,100
12/31 Bal. 11,000|12/31 11,000
Insurance Expense No. 722
Income Summary  No. 350 12/31 Bal. 1,800 | 12/31 1,800
12/31 37,900|12/31 60,000
12/31 22,100
60,000 60,000 Salaries and Wages
Expense No. 726
12/31 Bal. 30,000 | 12/31 30,000
Service Revenue No. 400
12/31 60,000| 12/31 Bal. 60,000
Utilities Expense No. 732
12/31 Bal. 1,400 | 12/31 1,400
(d) FLEMING COMPANY
Post-Closing Trial Balance
December 31, 2014
Debit Credit
CasSh... i $8,900
Accounts Receivable...........ccooeiveiieiiriincniiennnnns 10,800
Prepaid Insurance.........ccccoereeiiieciieccrcesecnesennnns 2,800
Equipment........ e 24,000
Accumulated Depreciation—Equipment........... $ 4,500
Accounts Payable..........ccccccoiimiciiiirc e, 9,000
Salaries and Wages Payable..........cccccccevrrrnneeeee. 2,400
Owner’s Capital .......cccooeeiiieiiiiir e 30,600
Totals .o s $46,500 $46,500
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(a) JARMUZ MANAGEMENT SERVICES
Worksheet
For the Year Ended December 31, 2014
Adjusted Income
Account Titles Trial Balance Adjustments Trial Balance Statement Balance Sheet
Dr. Cr. Dr. Cr. Dr. Cr. Dr. Cr. Dr. Cr.
Cash 13,800 13,800 13,800
Accounts Receivable 28,300 28,300 28,300
Prepaid Insurance 3,600 (a) 1,200 2,400 2,400
Land 67,000 67,000 67,000
Buildings 127,000 127,000 127,000
Equipment 59,000 59,000 59,000
Accounts Payable 12,500 12,500 12,500
Unearned Rent Revenue 6,000 (c) 4,500 1,500 1,500
Mortgage Payable 120,000 120,000 120,000
Owner’s Capital 144,000 144,000 144,000
Owner’s Drawings 22,000 22,000 22,000
Service Revenue 90,700 90,700 90,700
Rent Revenue 29,000 (c) 4,500 33,500 33,500
Salaries and Wages
Expense 42,000 42,000 42,000

Advertising Expense 20,500 20,500 20,500
Utilities Expense 19,000 19,000 19,000

Totals 402,200 402,200
Insurance Expense (a) 1,200 1,200 1,200
Depr. Expense (b) 6,600 6,600 6,600
Accum. Depr.—Buildings (b) 3,000 3,000 3,000
Accum. Depr.—Equipment (b) 3,600 3,600 3,600
Interest Expense (d) 10,000 10,000 10,000
Interest Payable (d) 10,000 10,000 10,000

Totals 22,300 22,300 418,800 418,800 99,300 124,200 319,500 294,600
Net Income 24,900 24,900

Totals 124,200 124,200 319,500 319,500

Key: (a) Expired Insurance; (b) Depreciation Expense—Building and Equipment; (c) Rent Revenue Recognized; (d) Accrued Interest Payable.
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PROBLEM 4-4A (Continued)

(b) JARMUZ MANAGEMENT SERVICES
Balance Sheet
December 31, 2014

Assets
Current assets
Cash...orieirrr e e, $13,800
Accounts receivable.................. 28,300
Prepaid insurance...................... 2,400
Total current assets .......... $ 44,500
Property, plant, and equipment
1P 1o 1o [ 67,000
Buildings......cccccvveveeercveeercineen e $127,000
Less: Accumulated
depreciation—buildings ....... 3,000 124,000
Equipment ..., . 59,000
Less: Accumulated
depreciation—equipment...... 3,600 55,400 _246.400
Total assets.......cccovevvrennneee. $290,900

Liabilities and Owner’s Equity
Current liabilities

Mortgage payable (due in 2015).................. $30,000

Accounts payable .........ccccooiiiiiiiiinci s 12,500

Interest payable..........cccccceiiiiciiir e, 10,000

Unearned rent revenue..........ccoeeciiiveenninnnes 1,500
Total current liabilities ...........ccceeurenee. $ 54,000

Long-term liabilities

Mortgage payable.........cc.ccorvmeeiiiiiciiin e, 90,000

Total liabilities......cc.cccovvmmmreeceiiiiree e 144,000

Owner’s equity
Owner’s capital

($144,000 + $24,900 — $22,000).................... 146,900
Total liabilities and owner’s equity ..... $290,900
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PROBLEM 4-4A (Continued)

(c) Dec.31 Insurance Expense.......cccccorrremcirreennnnn. 1,200
Prepaid Insurance.......c...ccccceveeeneee 1,200

31 Depreciation Expense.........cccccciirreennnn. 6,600

Accumulated Depreciation—
Buildings .....cccccoimimeiiiincecicinea e 3,000
Accumulated Depreciation—

Equipment ..., 3,600

31 Unearned Rent Revenue..........cccccuuu.... 4,500
Rent Revenue........cccoeeevemieeiennnn, 4,500

31 Interest Expense......ccccovrmiiiimenniiinnnnses 10,000
Interest Payable .........c..cccoeeunnnnneee. 10,000

(d) Dec.31 Service Revenue..........ccccceceiimreenniinnnnes 90,700

Rent Revenue ........ccccoviieiieiieieecrcennnes 33,500
Income Summary..........ccceeeeennnnnn. 124,200

31 Income Summary .......cccccceceeimemeniienennnes 99,300
Salaries and Wages Expense....... 42,000
Advertising Expense .................... 20,500
Interest Expense.......cccocevveuerrennnnne 10,000
Utilities Expense........cccccevveevveennnns 19,000
Depreciation Expense .................. 6,600
Insurance Expense........cccceervennnnne 1,200

31 Income Summary .......cccccceeeevrvenniienennnes 24,900
Owner’s Capital.........cccevvenvirvennnnee. 24,900

31 Owner’s Capital ......cccoovenerreeirrenciieennae. 22,000
Owner’s Drawings..........cccceceieneeees 22,000
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PROBLEM 4-4A (Continued)

(e) JARMUZ MANAGEMENT SERVICES
Post-Closing Trial Balance
December 31, 2014

Debit Credit
Cash.....oo s . $ 13,800
Accounts Receivable.........c.ccoevrmiieniiiiien ceeen, 28,300
Prepaid Insurance.........cccccorreiireecirrencs serrennnnns 2,400
17 1 T . 67,000
Buildings ...cc.oimieeiiiriccirr s 127,000
Accumulated Depreciation—Buildings......... $ 3,000
Equipment.........o s 59,000
Accumulated Depreciation—Equipment....... 3,600
Accounts Payable..........ccccccoimireiiiiiici e, 12,500
Interest Payable ..., 10,000
Unearned Rent Revenue .........c.ccoveiveeiimirennenn. 1,500
Mortgage Payable.........ccccccoiimieciiiiec e, 120,000
Owner’s Capital .........cceeemeceiiiirrrec e 146,900

$297,500 $297,500
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PROBLEM 4-5A

(a)

General Journal J1
Date Account Titles and Explanation Ref. Debit Credit

July 1 Cash...ciiicrrcr e 101 20,000
Owner’s Capital..........c.............. 301 20,000

1 Equipment ... e, 157 9,000
(- 1] o I 101 4,000
Accounts Payable ..................... 201 5,000

X I ST U o] o [T 126 2,100
Accounts Payable ..................... 201 2,100

5 Prepaid Insurance........cccccoeuerrennnnnene. 130 1,800
Cash..ieirrr e e, 101 1,800

12 Accounts Receivable..........cccevveunnaene 112 4,500
Service Revenue ..........cccoeureeee. 400 4,500

18 Accounts Payable...........cccccciirreennnnnns 201 2,900
Cash...rirrr e e, 101 2,900

20 Salaries and Wages Expense............. 726 2,500
Cash...rirrr e e, 101 2,500

21 Cash..ec e e 101 3,400
Accounts Receivable................ 112 3,400

25 Accounts Receivable..........cccoveuru..e. 112 6,000
Service Revenue ..........cccoeureueee. 400 6,000

31 Gasoline Expense........ccccceeceivrerrnennes 633 350
Cash...rirrr e e, 101 350

31 Owner’s Drawings......ccccccevrvemniireennnn. 306 5,600
Cash...rirrr e e, 101 5,600
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(b) & (c) JARA'’S CLEANING SERVICE
Worksheet
For the Month Ended July 31, 2014
Adjusted Income
Account Titles Trial Balance Adjustments Trial Balance Statement Balance Sheet
Dr. Cr. Dr. Cr. Dr. Cr. Dr. Cr. Dr. Cr.

Cash 6,250 6,250 6,250
Accounts Receivable 7,100 (a) 2,700 9,800 9,800
Supplies 2,100 (d) 1,500 600 600
Prepaid Insurance 1,800 (c) 150 1,650 1,650
Equipment 9,000 9,000 9,000
Accounts Payable 4,200 4,200 4,200
Owner’s Capital 20,000 20,000 20,000
Owner’s Drawings 5,600 5,600 5,600
Service Revenue 10,500 (a) 2,700 13,200 13,200
Gasoline Expense 350 350 350
Salaries and Wages Expense 2,500 (e) 1,000 3,500 3,500

Totals 34,700 34,700
Depreciation Expense (b) 500 500 500
Accum. Depr.—Equipment (b) 500 500 500
Insurance Expense (c) 150 150 150
Supplies Expense (d) 1,500 1,500 1,500
Salaries and Wages Payable _ (e) 1,000 1,000 1,000

Totals 5,850 5,850 38,900 38,900 6,000 13,200 32,900 25,700
Net Income 7,200 7,200

Totals 13,200 13,200 32,900 32,900

Key: (a) Service Revenue Accrued; (b) Depreciation Expense; (c) Insurance Expired; (d) Cleaning Supplies Used; (e) Unpaid Salaries.
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PROBLEM 4-5A (Continued)

(a), (e) & (f)

Cash No. 101

Date Explanation Ref. Debit Credit Balance
July 1 J1 20,000 20,000
1 J1 4,000 16,000

5 J1 1,800 14,200

18 J1 2,900 11,300

20 J1 2,500 8,800

21 J1 3,400 12,200

31 J1 350 11,850

31 J1 5,600 6,250
Accounts Receivable No. 112

Date Explanation Ref. Debit Credit Balance
July 12 J1 4,500 4,500
21 J1 3,400 1,100

25 J1 6,000 7,100

31 Adjusting J2 2,700 9,800
Supplies No. 126

Date Explanation Ref. Debit Credit Balance
July 3 J1 2,100 2,100
31 Adjusting J2 1,500 600
Prepaid Insurance No. 130

Date Explanation Ref. Debit Credit Balance
July 5 J1 1,800 1,800
31 Adjusting J2 150 1,650
Equipment No. 157

Date Explanation Ref. Debit Credit Balance
July 1 J1 9,000 9,000
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PROBLEM 4-5A (Continued)

Accumulated Depreciation—Equipment No. 158

Date Explanation Ref. Debit Credit Balance
July 31 Adjusting J2 500 500
Accounts Payable No. 201

Date Explanation Ref. Debit Credit Balance
July 1 J1 5,000 5,000
3 J1 2,100 7,100

18 J1 2,900 4,200
Salaries and Wages Payable No. 212

Date Explanation Ref. Debit Credit Balance
July 31 Adjusting J2 1,000 1,000
Owner’s Capital No. 301

Date Explanation Ref. Debit Credit Balance
July 1 J1 20,000 20,000
31 Closing J3 7,200 27,200

31 Closing J3 5,600 21,600
Owner’s Drawings No. 306

Date Explanation Ref. Debit Credit Balance
July 31 J1 5,600 5,600
31 Closing J3 5,600 0
Income Summary No. 350

Date Explanation Ref. Debit Credit Balance
July 31 Closing J3 13,200 13,200
31 Closing J3 6,000 7,200

31 Closing J3 7,200 0
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PROBLEM 4-5A (Continued)

Service Revenue No. 400

Date Explanation Ref. Debit Credit Balance
July 12 J1 4,500 4,500
25 J1 6,000 10,500

31 Adjusting J2 2,700 13,200

31 Closing J3 13,200 0
Supplies Expense No. 631

Date Explanation Ref. Debit Credit Balance
July 31 Adjusting J2 1,500 1,500
31 Closing J3 1,500 0
Gasoline Expense No. 633

Date Explanation Ref. Debit Credit Balance
July 31 J1 350 350
31 Closing J3 350 0
Depreciation Expense No. 711

Date Explanation Ref. Debit Credit Balance
July 31 Adjusting J2 500 500
31 Closing J3 500 0
Insurance Expense No. 722

Date Explanation Ref. Debit Credit Balance
July 31  Adjusting J2 150 150
31 Closing J3 150 0
Salaries and Wages Expense No. 726

Date Explanation Ref. Debit Credit Balance
July 20 J1 2,500 2,500
31 Adjusting J2 1,000 3,500

31 Closing J3 3,500 0
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PROBLEM 4-5A (Continued)

(d) JARA’S CLEANING SERVICE
Income Statement
For the Month Ended July 31, 2014

Revenues
ServiCe reveNUEe.......ccccieeiiemeiienniirenssssrensssenas $13,200
Expenses
Salaries and wages expense........cccccccuuunnnnnn. $3,500
Supplies eXpPense.....ccccccceeeerrrrrrcmnnssrrersrerereenes 1,500
Depreciation exXpense ........cccecerveevreeierrenceeeens 500
Gasoline eXpense........cccceeeeerrrrrrrrmmnssscmnssnnens 350
Insurance exXpense........cccccccerirmeiirinnenssssneens 150
Total expenses......ccccoveeerreniereecereencneenens 6,000
Netincome ... e 7,200
JARA’S CLEANING SERVICE
Owner’s Equity Statement
For the Month Ended July 31, 2014
Owner’s Capital, July 1.......cooeriiiiiiiiiiiiicccccc e, $ 0
Add: Investments......cccccoorveeiiiiireiiiiee eeeae e rennnans $20,000
Netincome ... e 7,200 27,200
27,200
Less: Drawings ........ccccceiimmmeniiimnsencnssnssssesssssnssannnes 5,600
Owner’s Capital, July 31.......ccoormmrrccereereeee e $21,600
JARA’S CLEANING SERVICE
Balance Sheet
July 31, 2014
Assets
Current assets
Cash ... ———— $6,250
Accounts receivable .........ccccermiiriiiieiee e, 9,800
ST 0] o o] [ =3 600
Prepaid insurance. ..........ccccccoiimmecininnens s 1,650
Total current assets.........ccceeeevreennirrennnn. $18,300
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PROBLEM 4-5A (Continued)

JARA’S CLEANING SERVICE
Balance Sheet (Continued)
July 31, 2014

Assets (Continued)
Property, plant, and equipment

Equipment ........ccccceeeiiieieeeeeeeeeee e $9,000
Less: Accumulated depreciation—
equipment ... 500 8,500
Total assets.....cc.ccorvreiiirieeiiiirrc e, $26,800

Liabilities and Owner’s Equity
Current liabilities

Accounts payable ........ccccccciiiiiirr e, $4,200
Salaries and wages payable........ccccccceeeierennes 1,000
Total current liabilities ........cccecevvreennirnes $ 5,200
Owner’s equity
Owner’s capital........ccccceeeiiiiimrree e 21,600
Total liabilities and owner’s equity ....... 26,800
(e)
General Journal J2
Date Account Titles and Explanation Ref. Debit Credit
July 31 Accounts Receivabile......................... 112 2,700
Service Revenue..........cccceeeueeee. 400 2,700
31 Depreciation Expense ..........cccceeenneee. 711 500
Accumulated Depreciation—
Equipment ..., 158 500
31 Insurance Expense......c..cccceeereennneen. 722 150
Prepaid Insurance...................... 130 150
31 Supplies Expense......cccccerremcirrennireen. 631 1,500
ST o] o] [7-1- 3 126 1,500
31 Salaries and Wages Expense............ 726 1,000
Salaries and Wages Payable.... 212 1,000
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PROBLEM 4-5A (Continued)

(F) General Journal
J3
Date Account Titles and Explanation Ref. Debit Credit
July 31 Service Revenue.........ccccoorveerciirrennnnnn. 400 13,200
Income Summatry....................... 350 13,200
31 Income Summary.........cccceeeiireennssennnnns 350 6,000
Salaries and Wages Expense ... 726 3,500
Depreciation Expense................ 711 500
Insurance Expense.................... 722 150
Supplies Expense...........cceeeeeeee. 631 1,500
Gasoline Expense...........cccuuu..... 633 350
31 Income Summary......ccccccevvvrmmremmnnnnnnns 350 7,200
Owner’s Capital .........cccuvvreennnnee. 301 7,200
31 Owner’s Capital ......cccoevvimnciiiieeneee. 301 5,600
Owner’s Drawings ......c....coeeuuee. 306 5,600
(9) JARA’S CLEANING SERVICE
Post-Closing Trial Balance
July 31, 2014
Debit Credit
Cash....ci i —————— $ 6,250
Accounts Receivable.........cc.ccoreivvniieiirirencerennens 9,800
ST 0] o o] [ =3 600
Prepaid Insurance..........cccocciiimieciiinneseeennnneeans 1,650
Equipment.........c i e 9,000
Accumulated Depreciation—Equipment.......... $ 500
Accounts Payable.........c.ccoooimeeiiiiiiciin e 4,200
Salaries and Wages Payabile............cccccceneeee. 1,000
Owner’s Capital.........ccceevreeiiieciircr e 21,600
$27,300 $27,300
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(a)
(1) INCORRECT ENTRY
1 [0F-T-1 » [N
Accts. Receivable........
2 Misc. Expense...................
{0F- -1 ; [

3. Salaries and Wages
Expense........ccccceeeercnnnns

4. Supplies...cccccrrrrrieieeeiiennnn,
Accounts Payable .......

950

75

1,900

310

69

(2) CORRECT ENTRY

Cash ..o, 590
Accts. Receivable........
Advertising Expense ........ 75
(- T3 1 FN
Salaries and Wages
Expense......cccccceeeeeeenennn. 1,200
Salaries and Wages
Payable ........ccccvrrriicnnnens 700
(- T3 1 FN
Equipment ..........ccceeeee. 310
Accounts Payable........
Maintenance and Repairs
Expense......cccccceveeeeenenn. 96

590

75

1,900

310

96

(3) CORRECTING ENTRY

Advertising Expense ......... 75
Misc. Expense...............

Salaries and Wages
Payable ........cccoorrrriinnens
Salaries and Wages
Expense......cccccovreeeenns

Equipment ..........cccceeereeeeens
Supplies.....cccccmmeeeeeeeennns

Maintenance and Repairs

3
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PROBLEM 4-6A (Continued)

(b) UNIVERSAL CABLE
Trial Balance
April 30, 2014

Debit Credit
Cash ($4,100 — $360 — $27)......ccccvvrrimrerrrrcnreeenen $ 3,713
Accounts Receivable ($3,200 + $360).................. 3,560
Supplies ($800 — $310).......ccceeccerrrrceerrrreeereeerrneeas 490
Equipment ($10,600 + $310 — $69) ...........cccceennn. 10,841
Accumulated Depreciation...........ccccceniiiiiiieennnne $ 1,350
Accounts Payable.........ccccoorimiiiiiici e 2,100
Salaries and Wages Payable ($700 — $700)......... 0
Unearned Service Revenue.........cccccceceiivrreneennnns 890
Owner’s Capital........cccccoomiemiiiiicc e 12,900
Service Revenue. ........ccocoiveiimiiveiiscienis sensenenssenenes 5,450
Salaries and Wages Expense ($3,300 — $700)..... 2,600
Advertising Expense ($600 + $75) ..........cccccuuneee 675
Miscellaneous Expense ($290 — $75).........c........ 215
Depreciation EXpense .........ccocciiimmmiininnensnnnnnns 500
Maintenance and Repairs Expense...................... 96

$22,690 $22,690

Copyright © 2013 John Wiley & Sons, Inc.  Weygandt, Accounting Principles, 11/e, Solutions Manual  (For Instructor Use Only) 4-59



09-v

"0u| ‘suog g As|Ip uyor €102 @ wbuAdon

|lenuey suonn|os ‘e/L | ‘sejdiouLid buiunooaay ‘puebAopn

(Alup @sn Joyonusu| Jo)

(a)

MICHAEL PEVNICK, P.I.

Worksheet
For the Quarter Ended March 31, 2014
Adjusted Income
Account Titles Trial Balance Adjustments Trial Balance Statement Balance Sheet
Dr. Cr. Dr. Cr. Dr. Cr. Dr. Cr. Dr. Cr.
Cash 11,400 11,400 11,400
Accounts Receivable 5,620 (e) 1,030 6,650 6,650
Supplies 1,050 (@) 570 480 480
Prepaid Insurance 2,400 (d) 600 1,800 1,800
Equipment 30,000 30,000 30,000
Notes Payable 10,000 10,000 10,000
Accounts Payable 12,350 12,350 12,350
Owner’s Capital 20,000 20,000 20,000
Owner’s Drawings 600 600 600
Service Revenue 13,620 (e) 1,030 14,650 14,650
Salaries and Wages
Expense 2,200 2,200 2,200
Travel Expense 1,300 1,300 1,300
Rent Expense 1,200 1,200 1,200
Miscellaneous Expense 200 200 200
Totals 55,970 55,970
Supplies Expense (a) 570 570 570
Depreciation Expense (b) 800 800 800
Accumulated
Depreciation—Equipment (b) 800 800 800
Interest Expense (c) 300 300 300
Interest Payable (c) 300 300 300
Insurance Expense (d) _600 600 600
Totals 3,300 3,300 58,100 58,100 7,170 14,650 50,930 43,450
Net Income 7.480 7,480
Totals 14,650 14,650 50,930 50,930

Key: (a) Supplies Used; (b) Depreciation Expensed; (c) Accrued Interest on note; (d) Insurance Expired; (e) Service Revenue

Accrued.
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PROBLEM 4-1B (Continued)

(b) MICHAEL PEVNICK, P.I.
Income Statement
For the Quarter Ended March 31, 2014

Revenues
ServiCe reveNUE..........cccevieeririmeiienns serensssrenanns $14,650
Expenses
Salaries and wages expense...........cccceeeeeeeenn $2,200
Travel eXpense .......ccceviimmeiiiinrecssssssrrnasseens 1,300
Rent expense........cooiieciiiccnreecr e e 1,200
Depreciation expense ........cccccceimmemiiirrnannn e 800
Insurance expense.......cccccomreeciiinrenin e sernaanans 600
Supplies eXpense......ccccoveeeireecirrcie e cneerennas 570
Interest expense........cccceiiirmiii i s 300
Miscellaneous expense .........ccccceiimreenininnnans 200
Total eXpenses.......cccecerveeiireeirrencere remnnns 7170
Netincome........ e e 7,480
MICHAEL PEVNICK, P.l.
Owner’s Equity Statement
For the Quarter Ended March 31, 2014
Owner’s Capital, January 1.......ccccccceeeerrrerereeneennns $ 0
Add: Investment by owner........c.ccccoeeiiiiiiiciiiinnnnn. $20,000
Netincome........ocmree e 7,480 27,480
27,480
Less: Drawings .....ccccccoimmmeiiimmmesiinse cenensnsssnssssssennns 600
Owner’s Capital, March 31 ..........ccoorimrrrccceeeeee e $26,880
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PROBLEM 4-1B (Continued)

MICHAEL PEVNICK, P.l.
Balance Sheet
March 31, 2014

Assets
Current assets
Cash ... $11,400
Accounts receivable ........ccooevriiiiiiiecce s 6,650
ST 0] o] 11O 480
Prepaid insurance..........ccccoorreiireecinrcnn ceenennn, 1,800
Total current assets.........cccorveiiienniinnnnn, $20,330
Property, plant, and equipment
Equipment ..., 30,000
Less: Accumulated depreciation—
equipment .........cccceiiirinir s 800 29,200
Total assets.......ccccceeiirveeciiireccc e e, $49,530

Liabilities and Owner’s Equity
Current liabilities

Notes payable...........ccccriirrrrreeeeeee s $10,000
Accounts payable........c.ccoovieciiiiiccii e, 12,350
Interest payable.........cccooomimiiiinii 300
Total current liabilities............cceveueennee. $22,650
Owner’s equity
Owner’s capital.....c...cccoemmmemmcciiniirre e 26,880
Total liabilities and owner’s
(=T [ 11 3V $49,530
(c) Mar.31 Supplies Expense.........ccccmeeeerrrrenennnns 570
ST 0] o o] [1- -3 570
31 Depreciation Expense .......ccccoeeuirvennnns 800
Accumulated Depreciation—
Equipment ... . 800
31 Interest Expense.......ccccooiimimiiiinrennnnnn. 300
Interest Payabile.............c............. 300
31 Insurance Expense.......ccccorvmirrennirnenen. 600
Prepaid Insurance......................... 600
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PROBLEM 4-1B (Continued)

Mar. 31 Accounts Receivable .......ccccorevvvmrenrennnee. 1,030
Service Revenue........c.ccoeeeeieieninnnens 1,030

(d) Mar.31 Service Revenue.......cccccceeeeivirmrreenncsernnns 14,650
Income Summary......c.ccooeeeeiiiinennnnns 14,650

31 Income SuMMmary.........cccemmeemmnserrrrrennseenes 7,170
Travel Expense.......cccccorvecerecncerennnnn. 1,300
Salaries and Wages Expense........... 2,200
Rent Expense.....cc.coveeciiiiieeiiinnenneens 1,200
Insurance Expense.......cccccorveniirennnnns 600
Depreciation Expense.........ccccceveueeeee 800
Supplies Expense.......cccccceeeeivernnecnnes 570
Interest Expense ......ccccooeeevreeireennnnes 300
Miscellaneous Expense.................... 200

31 Income Summary.......cccccceeiiimreencsienenns cnnnns 7,480
Owner’s Capital........cccceveeirvenirennnnne. 7,480

31 Owner’s Capital .....c..coeeveerenciiieirrecce e, 600
Owner’s Drawings........ccceceermeenninnnnns 600
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PROBLEM 4-2B

(a) GREENWOOD COMPANY
Partial Worksheet
For the Year Ended December 31, 2014

Adjusted Income Balance

Account Trial Balance Statement Sheet
No. Titles Dr. Cr. Dr. Cr. Dr. Cr.
101 Cash 18,800 18,800
112 Accounts Receivable 16,200 16,200
126 Supplies 2,300 2,300
130 Prepaid Insurance 4,400 4,400
157 Equipment 46,000 46,000
158 Acc. Depr.—Equip. 20,000 20,000
200 Notes Payable 20,000 20,000
201 Accounts Payable 8,000 8,000
212 Salaries and Wages

Payable 2,600 2,600
230 Interest Payable 1,000 1,000
301 Owner’s Capital 26,000 26,000
306 Owner’s Drawings 12,000 12,000
400 Service Revenue 87,800 87,800
610 Advertising Expense 10,000 10,000
631 Supplies Expense 3,700 3,700
711 Depreciation Expense 8,000 8,000
722 Insurance Expense 4,000 4,000
726 Salaries and Wages

Expense 39,000 39,000
905 Interest Expense 1,000 1,000

Totals 165,400 165,400 65,700 87,800 99,700 77,600
Net Income 22,100 22,100
Totals 87,800 87,800 99,700 99,700
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PROBLEM 4-2B (Continued)

(b) GREENWOOD COMPANY
Income Statement
For the Year Ended December 31, 2014

Revenues
Service revenuUe.........cccceieeeiiieniiennis seenasssennes $87,800
Expenses
Salaries and wages expense............cceeeeeenn. $39,000
Advertising expense..........cccceeeiiirmeniiinnnaneeans 10,000
Depreciation expense .......ccccoeeeiveiireenienennes 8,000
Insurance expense.......cccccovmmeeciiirneinnrnsenenans 4,000
Supplies eXpense.........ccccvvremmnrcrrrrrereneennnnnns 3,700
Interest expense........ccceiiveiiirrie e e 1,000
Total expenses.......ccccovimreniiiirrmnininn eneans 65,700
Netincome........ e e 22.100
GREENWOOD COMPANY
Owner’s Equity Statement
For the Year Ended December 31, 2014
Owner’s Capital, January 1 ........cccccovermmmmmemmeerinnceessesssssssssnnns $26,000
Add: Netincome........ i e 22.100
48,100
LesSS: Drawings .....cccccoiiieeiiimrmeiiirres nesssssnssssssssssssssnnsssss seenns 12,000
Owner’s Capital, December 31.........oooeciiiiimmececcr e $36,100
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PROBLEM 4-2B (Continued)

GREENWOOD COMPANY
Balance Sheet
December 31, 2014

Assets
Current assets
Cash ... $18,800
Accounts receivable ........ccooevriiiiiiiecce s 16,200
ST 0] o] 11O 2,300
Prepaid insurance..........ccccoorreiireecinrcnn ceenennn, 4,400
Total current assets.........cccorveiiienniinnnnn, $41,700
Property, plant, and equipment
Equipment..........cooei e, 46,000
Less: Accumulated depreciation—
equipment .........cccceiiirinir s 20,000 26,000
Total assets.......ccccceeiirveeciiireccc e e, $67,700

Liabilities and Owner’s Equity
Current liabilities

Notes payable..........ccccrrirrrirreeeeee e $5,000
Accounts payable...........coieiiiinicii s 8,000
Salaries and wages payable..............c.......... 2,600
Interest payable.........cccooomimiiiinii 1,000
Total current liabilities.............ccevuveennee. $16,600
Long-term liabilities
Notes payable.........cceiiiricii s 15,000
Total liabilities.......ccccceeeeviiiirreecccer 31,600
Owner’s equity
Owner’s capital.....c...cccoermmrmmcciinirrnee e 36,100
Total liabilities and owner’s
(=T 1111 4V $67,700
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PROBLEM 4-2B (Continued)

(c)

General Journal J14
Date Account Titles and Explanation Ref. Debit Credit

Dec. 31 Service Revenue ........cccceeveirevennrnnnnns . 400 87,800
Income Summary....................... 350 87,800

31 Income Summary ......ccccooemeemiiirnnnnnnens 350 65,700
Advertising Expense.................. 610 10,000
Supplies Expense ......cccccceevvrennne 631 3,700
Depreciation Expense................ 711 8,000
Insurance Expense .................... 722 4,000
Salaries and Wages Expense.... 726 39,000
Interest Expense.......ccccoeeevereennnns 905 1,000

31 Income Summary......cccccceeeirerrercmnnnnnnns 350 22,100
Owner’s Capital.......ccccceenurreennnnns 301 22,100

31 Owner’s Capital.......cccceeeeiirirrrecnnnnns 301 12,000
Owner’s Drawings........cccccceereeee. 306 12,000

(d)

Owner’s Capital No. 301
Date Explanation Ref. Debit Credit Balance
Jan. 31 Balance v 26,000 26,000
Dec. 31 Closing entry J14 22,100 48,100
31 Closing entry J14 12,000 36,100
Owner’s Drawings No. 306
Date Explanation Ref. Debit Credit Balance
Dec. 31 Balance v 12,000 12,000
31 Closing entry J14 12,000 0
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PROBLEM 4-2B (Continued)

Income Summary No. 350

Date Explanation Ref. Debit Credit Balance
Dec. 31 Closing entry J14 87,800 87,800
31 Closing entry J14 65,700 22,100

31 Closing entry J14 22,100 0
Service Revenue No. 400

Date Explanation Ref. Debit Credit Balance
Dec. 31 Balance v 87,800 87,800
31 Closing entry J14 87,800 0
Advertising Expense No. 610

Date Explanation Ref. Debit Credit Balance
Dec. 31 Balance v 10,000 10,000
31 Closing entry J14 10,000 0
Supplies Expense No. 631

Date Explanation Ref. Debit Credit Balance
Dec. 31 Balance v 3,700 3,700
31 Closing entry J14 3,700 0
Depreciation Expense No. 711

Date Explanation Ref. Debit Credit Balance
Dec. 31 Balance v 8,000 8,000
31 Closing entry J14 8,000 0
Insurance Expense No. 722

Date Explanation Ref. Debit Credit Balance
Dec. 31 Balance v 4,000 4,000
31 Closing entry J14 4,000 0
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PROBLEM 4-2B (Continued)

Salaries and Wages Expense No. 726
Date Explanation Ref. Debit Credit Balance
Dec. 31 Balance v 39,000 39,000
31 Closing entry J14 39,000 0
Interest Expense No. 905
Date Explanation Ref. Debit Credit Balance
Dec. 31 Balance v 1,000 1,000
31 Closing entry J14 1,000 0
(e) GREENWOOD COMPANY
Post-Closing Trial Balance
December 31, 2014
Debit Credit
Cash... e $18,800
Accounts Receivable...........ccociireiieiiiiinincennennns 16,200
ST 0] o o] [ =3 PR 2,300
Prepaid Insurance.........ccccccoiimimeciiimneecseninsneeananns 4,400
Equipment..........oo e 46,000
Accumulated Depreciation—
Equipment.........ccooiiiiieieeeee e $20,000
Notes Payable........ccccoiimiciirrcc e, 20,000
Accounts Payable..........ccccccoiimiciiiiic e, 8,000
Salaries and Wages Payable..........cccccccevrrrneeeee. 2,600
Interest Payable.........ccooveeiiiieci e, 1,000
Owner’s Capital .......cccooeeiiieiiiiir e 36,100
$87,700 $87,700
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PROBLEM 4-3B

S. NIHO COMPANY
Income Statement
For the Year Ended December 31, 2014
Revenues
Service revenue........cccceeeiieeeiiensiieen snnssennns $46,000
Expenses
Salaries and wages expense........ccccceeeeee.. $35,200
Maintenance and repairs expense ............ 4,400
Utilities expense......cccccomrmciiimeecininee secennnn, 4,000
Depreciation expense ........cccceereeerrenerennnn. 2,800
Insurance expense........cccccceiimreeininneann s 1,200
Total expenses......ccccceeeeremirreecreennnen. 47,600
Net l0SS.....ccoiiiiirr $ (1,600)
S. NIHO COMPANY
Owner’s Equity Statement
For the Year Ended December 31, 2014
Owner’s Capital, January 1 ......ccccccceeeriiveeeennnnnn, $30,000
Add: Additional investment by owner............ 4,000
34,000
Less: Net oSS ... e s e $1,600
Drawings ....ccccoorveeiiiimmenciiinsen s ersnnnnenns 7,200 8.800
Owner’s Capital, December 31...........ccceceneeee. $25,200
S. NIHO COMPANY
Balance Sheet
December 31, 2014
Assets
Current assets
Cash ... s ————— $6,200
Accounts receivable ..........ccccerevriinniienen. 7,500
Prepaid insurance.........cccccccoimmeeiiiinennnnnnn, 1,800
Total current assets.........ccceeeerremnninnns $15,500
Property, plant, and equipment
Equipment..........coorir e 33,000
Less: Accumulated depreciation—
equipment ..o 8.600 24,400
Total assets.....ccccovreeciiieciiecieree e, $39,900
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PROBLEM 4-3B (Continued)

S. NIHO COMPANY
Balance Sheet (Continued)
December 31, 2014

Liabilities and Owner’s Equity
Current liabilities

Accounts payable ........cccccceerrriiiiiiiiiiien s $11,700
Salaries and wages payable........ccc..ccceeeuuee 3,000
Total current liabilities ........ccccccevveenen. $14,700
Owner’s equity
Owner’s capital.......cccccceeceiiiirireeccrr s 25,200
Total liabilities and owner’s
(=T o [ VT 3728 39,900
(b)
General Journal
Date Account Titles Ref. Debit Credit
Dec. 31 Service Revenue ......cccccorveivreeirennnnnnn. . 400 46,000
Income Summary.........ccccennnneee. 350 46,000
31 Income Summary .....ccccccovimreniiiirnennnnn 350 47,600
Maintenance and Repairs
EXPEense ......cccovimmmnciiinnnninnnnnnss 622 4,400
Depreciation Expense................ 711 2,800
Insurance Expense.................... 722 1,200
Salaries and Wages Expense... 726 35,200
Utilities Expense.......cccccovveannnnee. 732 4,000
31 Owner’s Capital......ccccorveevrenciricnnnenns 301 1,600
Income Summatry...........ccc........ 350 1,600
31 Owner’s Capital.......ccceeeirieeniiriennnnn. 301 7,200
Owner’s Drawings......cccccceeeennee. 306 7,200
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PROBLEM 4-3B (Continued)

C
(©) Owner’s Capital No. 301 Maintenance and Repairs
12/31 1,600 [12/31 Bal. 34,000 Expense No. 622
12/31 7,200 12/31 Bal. 4,400 | 12/31 4,400
12/31 Bal. 25,200
Depreciation Expense No. 711
Owner’s Drawings  No. 306 12/31 Bal. 2,800 | 12/31 2,800
12/31 Bal. 7,200 | 12/31 7,200
Insurance Expense No. 722
Income Summary  No. 350 12/31 Bal. 1,200 | 12/31 1,200
12/31 47,600 12/31 46,000
12/31 1,600
47,600 47,600 Salaries and Wages Expense  No. 726
12/31 Bal. 35,200 | 12/31 35,200
Service Revenue No. 400
12/31 46,000 | 12/31 Bal. 46,000 Utilities Expense No. 732
12/31 Bal. 4,000 | 12/31 4,000
(d) S. NIHO COMPANY
Post-Closing Trial Balance
December 31, 2014
Debit Credit
(O 1= o T $ 6,200
Accounts Receivable.........cccccoreevriiiiiriieceeeene, 7,500
Prepaid Insurance..........cccoeeiiimiecininne eeennnnneans 1,800
Equipment.........c i e 33,000
Accumulated Depreciation—Equipment.......... $ 8,600
Accounts Payable.........c..coooieeiiiiiiccin e 11,700
Salaries and Wages Payabile.............cccccceeneeee. 3,000
Owner’s Capital.......cccccceevimmmrmmecirirer e 25,200
Totals .o $48.500 $48,500
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AVALON AMUSEMENT PARK

Worksheet
For the Year Ended September 30, 2014
Adjusted Income
Account Titles Trial Balance Adjustments Trial Balance Statement Balance Sheet
Dr. Cr. Dr. Cr. Dr. Cr. Dr. Cr. Dr. Cr.
Cash 41,400 41,400 41,400
Supplies 18,600 (a) 16,400 2,200 2,200
Prepaid Insurance 31,900 (b) 21,000 10,900 10,900
Land 80,000 80,000 80,000
Equipment 120,000 120,000 120,000
Accumulated Depreciation—
Equipment 36,200 (c) 6,000 42,200 42,200
Accounts Payable 14,600 14,600 14,600
Unearned Ticket Revenue 3,700 (d) 2,700 1,000 1,000
Mortgage Payable 50,000 50,000 50,000
Owner’s Capital 109,700 109,700 109,700
Owner’s Drawings 14,000 14,000 14,000
Ticket Revenue 277,500 (d) 2,700 280,200 280,200
Salaries and Wages Expense 105,000 105,000 105,000
Maintenance and Repairs
Expense 30,500 30,500 30,500
Advertising Expense 9,400 9,400 9,400
Utilities Expense 16,900 16,900 16,900
Property Tax Expense 18,000 (e) 3,000 21,000 21,000
Interest Expense 6,000 (f) 4,000 10,000 10,000
Totals 491,700 491,700

Insurance Expense (b) 21,000 21,000 21,000

Supplies Expense (a) 16,400 16,400 16,400

Interest Payable (f) 4,000 4,000 4,000

Depreciation Expense (c) 6,000 6,000 6,000

Property Taxes Payable (e) _3,000 3,000 3,000
Totals 53,100 53,100 504,700 504,700 236,200 280,200 268,500 224,500

Net Income 44,000 44,000
Totals 280,200 280,200 268,500 268,500

Key: (a) Supplies Used; (b) Expired Insurance; (c) Depreciation Expensed; (d) Ticket Revenue Recognized; (e) Accrued Property Taxes;

(f) Accrued Interest Payable.
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PROBLEM 4-4B (Continued)

(b) AVALON AMUSEMENT PARK
Balance Sheet
September 30, 2014

Assets
Current assets
Cash..iecrrr e, $41,400
5117 o] o] 1113 2,200
Prepaid insurance..........cccccccuu.... 10,900
Total current assets............. $ 54,500
Property, plant, and equipment
100 1 o o 1 80,000
Equipment.........ccccceeirviirinrerneeennn, $120,000
Less: Accum. depreciation—
equipment ..........cccceeeieeeee 42,200 77,800 157,800
Total assets.......cccccevrveennnnnnes $212,300
Liabilities and Owner’s Equity
Current liabilities
Mortgage
payable (due in 2015).............. $15,000
Accounts payabile.............ccceeeennet 14,600
Interest payable.............ccoecaeeeee 4,000
Property taxes payabile................ 3,000
Unearned ticket
FEVENUE ....ceereecrcernaermsermaen eeas 1,000
Total current liabilities......... $ 37,600
Long-term liabilities
Mortgage payable........................ 35,000
Total liabilities........ccccc........ 72,600
Owner’s equity
Owner’s capital
($109,700 + $44,000 — $14,000) ...... 139,700
Total liabilities and
owner’s equity.................. $212,300
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PROBLEM 4-4B (Continued)

(c) Sept.30 Supplies Expense......cccccceeviverrrecennnnnnn 16,400
ST 0] o o] [T 16,400
30 Insurance Expense.........ccccceeiiirnmnnnines 21,000
Prepaid Insurance.............ccc......... 21,000
30 Depreciation Expense........cc.ccovveunnnnnen 6,000
Accumulated Depreciation—
Equipment..........ocoeriiirinenneee. 6,000
30 Unearned Ticket Revenue.................... 2,700
Ticket Revenue........ccccoeevvniennnne. 2,700
30 Property Tax Expense ......c..ccceveuunienee. 3,000
Property Taxes Payable............... 3,000
30 Interest Expense......ccccccoeiiieiireeienenn e, 4,000
Interest Payabile............ccccn.... 4,000
(d) Sept.30 Ticket Revenue........ccccoeeiimrmnciiirrenninnnnn. 280,200
Income Summatry ........cccceevveennnnnns 280,200
30 Income Summary......ccccooereeniiirreenneens . 236,200
Salaries and Wages Expense....... 105,000
Maintenance and Repairs
(25 {011 3 11 - 30,500
Insurance Expense...........ccc......... 21,000
Property Tax Expense.................. 21,000
Supplies Expense......cccccerenirvennnns 16,400
Utilities Expense.......cccoeeeurrennnnnee. 16,900
Interest Expense........ccceeerennneeen. 10,000
Advertising Expense..................... 9,400
Depreciation Expense................... 6,000
30 Income Summary......ccccooemeeniiirrnenneens . 44,000
Owner’s Capital ........ccceerveennnnnnes 44,000
30 Owner’s Capital.......cccccorveniirieiirenieennes 14,000
Owner’s Drawings .....ccc.cccovveeeeenee. 14,000
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PROBLEM 4-4B (Continued)

(e) AVALON AMUSEMENT PARK
Post-Closing Trial Balance
September 30, 2014
Debit Credit
CasSh... e ——_—— $ 41,400
ST 0] o o] [ =3 2,200
Prepaid Insurance..........ccccevieeciieeirreenceeerennenens 10,900
Land.....o e e 80,000
Equipment.........c e 120,000
Accumulated Depreciation—Equipment.......... $ 42,200
Accounts Payable.........c..coooieeiiiiiiccin e 14,600
Interest Payable ........ccooimieciiiic e, 4,000
Property Taxes Payable.........ccccccoirrrmniiriennnnnnnn. 3,000
Unearned Ticket Revenue........ccccoeceeieiiecieninnees 1,000
Mortgage Payable.........ccoovveciiiiiciree e, 50,000
Owner’s Capital.........ccccevreeiiieciircr e 139,700
$254,500 $254,500
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PROBLEM 4-5B

(a)

General Journal J1
Date Account Titles and Explanation Ref. Debit Credit

Mar. 1 Cash...cciiiiirierrcrr e e 101 10,000
Owner’s Capital.......ccccccerveennnnnns 301 10,000

1 Equipment........cooriiirreceree e, 157 6,000
Cash..iiiececr e 101 3,000
Accounts Payable ..................... 201 3,000

3 SUpPPlieS ..o s 126 1,200
Accounts Payable ..................... 201 1,200

5 Prepaid Insurance..........ccccceiiirienninnns 130 1,200
Cash......cooiirrr e, 101 1,200

14 Accounts Receivable.........ccccoevennneens 112 4,800
Service Revenue ........c..corevveeenee 400 4,800

18 Accounts Payable..........ccccceeiiivennnnnnns 201 2,000
Cash......cooiirrr e, 101 2,000

20 Salaries and Wages Expense............. 726 1,800
Cash.....ooiirrr e, 101 1,800

21 Cash..ccrr e 101 1,400
Accounts Receivable................ 112 1,400

28 Accounts Receivable........cccccvveuneenee. 112 2,500
Service Revenue ........c.ccorevveeenee 400 2,500

31 Gasoline Expense.........ccccceeeeecinnenenes 633 200
Cash.....ooiirrr e, 101 200

31 Owner’s Drawings.........cccceeeemneinnreeens 306 700
Cash.....ooiirrr e, 101 700
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(b)&(c) SHAW’S CARPET CLEANERS
Worksheet
For the Month Ended March 31, 2014
Adjusted Income
Account Titles Trial Balance Adjustments Trial Balance Statement Balance Sheet
Dr. Cr. Dr. Cr. Dr. Cr. Dr. Cr. Dr. Cr.

Cash 2,500 2,500 2,500
Accounts Receivable 5,900 (a) 500 6,400 6,400
Supplies 1,200 (d) 950 250 250
Prepaid Insurance 1,200 (c) 100 1,100 1,100
Equipment 6,000 6,000 6,000
Accounts Payable 2,200 2,200 2,200
Owner’s Capital 10,000 10,000 10,000
Owner’s Drawings 700 700 700
Service Revenue 7,300 (a) 500 7,800 7,800
Gasoline Expense 200 200 200
Salaries and Wages Expense 1,800 (e) 550 2,350 2,350

Totals 19,500 19,500
Depreciation Expense (b) 300 300 300
Accum. Depr.—Equipment (b) 300 300 300
Insurance Expense (c) 100 100 100
Supplies Expense (d) 950 950 950
Salaries and Wages Payable _ (e) _550 550 550

Totals 2,400 2,400 20,850 20,850 3,900 7,800 16,950 13,050
Net Income 3,900 3,900

Totals 7,800 7,800 16,950 16,950

Key: (a) Service Revenue Earned; (b) Depreciation Expensed; (c) Insurance Expired; (d) Cleaning Supplies Used; (e) Unpaid Salaries.
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PROBLEM 4-5B (Continued)

(a), (e) & (f)

Cash No. 101

Date Explanation Ref. Debit Credit Balance

Mar. 1 J1 10,000 10,000

1 J1 3,000 7,000

5 J1 1,200 5,800

18 J1 2,000 3,800

20 J1 1,800 2,000

21 J1 1,400 3,400

31 J1 200 3,200

31 J1 700 2,500

Accounts Receivable No. 112

Date Explanation Ref. Debit Credit Balance

Mar. 14 J1 4,800 4,800

21 J1 1,400 3,400

28 J1 2,500 5,900

31 Adjusting J2 500 6,400

Supplies No. 126

Date Explanation Ref. Debit Credit Balance

Mar. 3 J1 1,200 1,200

31 Adjusting J2 950 250

Prepaid Insurance No. 130

Date Explanation Ref. Debit Credit Balance

Mar. 5 J1 1,200 1,200

31 Adjusting J2 100 1,100

Equipment No. 157

Date Explanation Ref. Debit Credit Balance

Mar. 1 J1 6,000 6,000
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PROBLEM 4-5B (Continued)

Accumulated Depreciation—Equipment No. 158

Date Explanation Ref. Debit Credit Balance
Mar. 31 Adjusting J2 300 300
Accounts Payable No. 201

Date Explanation Ref. Debit Credit Balance
Mar. 1 J1 3,000 3,000
3 J1 1,200 4,200

18 J1 2,000 2,200
Salaries and Wages Payable No. 212

Date Explanation Ref. Debit Credit Balance
Mar. 31 Adjusting J2 550 550
Owner’s Capital No. 301

Date Explanation Ref. Debit Credit Balance
Mar. 1 J1 10,000 10,000
31 Closing J3 3,900 13,900

31 Closing J3 700 13,200
Owner’s Drawings No. 306

Date Explanation Ref. Debit Credit Balance
Mar. 31 J1 700 700
31 Closing J3 700 0
Income Summary No. 350

Date Explanation Ref. Debit Credit Balance
Mar.31 Closing J3 7,800 7,800
31 Closing J3 3,900 3,900

31 Closing J3 3,900 0
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PROBLEM 4-5B (Continued)

Service Revenue No. 400

Date Explanation Ref. Debit Credit Balance

Mar. 14 J1 4,800 4,800

28 J1 2,500 7,300

31 Adjusting J2 500 7,800

31 Closing J3 7,800 0

Supplies Expense No. 631

Date Explanation Ref. Debit Credit Balance

Mar. 31 Adjusting J2 950 950

31 Closing J3 950 0

Gasoline Expense No. 633

Date Explanation Ref. Debit Credit Balance

Mar. 31 J1 200 200

31 Closing J3 200 0

Depreciation Expense No. 711

Date Explanation Ref. Debit Credit Balance

Mar. 31 Adjusting J2 300 300

31 Closing J3 300 0

Insurance Expense No. 722

Date Explanation Ref. Debit Credit Balance

Mar. 31 Adjusting J2 100 100

31 Closing J3 100 0

Salaries and Wages Expense No. 726

Date Explanation Ref. Debit Credit Balance

Mar. 20 J1 1,800 1,800

31 Adjusting J2 550 2,350

31 Closing J3 2,350 0
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PROBLEM 4-5B (Continued)

(d) SHAW’S CARPET CLEANERS
Income Statement
For the Month Ended March 31, 2014

Revenues
ServiCe revenNUE........cccooeeeiiimeiiensires sensnrensnnns $7,800
Expenses
Salaries and wages expense........ccccccuuunnnnee. $2,350
Supplies eXpPense......cccccceeeerrrrrremnnsssrersrsreeenes 950
Depreciation expense .........cccovveecervecerennennns 300
Gasoline eXpense........cccceeeeerrrrrrrrmmnnsscmnnsnnens 200
Insurance exXpense........cccccceiirreeininrnenis s 100
Total expenses......ccccoveeeirreecerrencereen s 3,900
Netincome ... e 3,900
SHAW’S CARPET CLEANERS
Owner’s Equity Statement
For the Month Ended March 31, 2014
Owner’s Capital, March 1 ..........ccccceeiiiivrinrirreeennn, $ 0
Add: Investments.......ccccoovreeeiiiiiemiiiieecerenaieeeenans $10,000
Netincome. ... e 3,900 13,900
13,900
Less: Drawings .......ccccccciimmmeiiimrmessnscnsessmsssssenmnsans 700
Owner’s Capital, March 31 ... $13,200
SHAW’S CARPET CLEANERS
Balance Sheet
March 31, 2014
Assets
Current assets
Cash ... ——— $2,500
Accounts receivable .........ccccermiieiiiiieinnn e, 6,400
ST 0] o o] [ =3 250
Prepaid insurance..........ccccccciiimeeiiiineen s 1,100
Total current assets.........ccceeeevrvenniirrennns $10,250
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PROBLEM 4-5B (Continued)

SHAW’S CARPET CLEANERS
Balance Sheet (Continued)
March 31, 2014

Assets (Continued)
Property, plant, and equipment

Equipment ........ccccceeeiiieieeeeeeeeeee e $6,000
Less: Accumulated depreciation—
equipment ... 300 5,700
Total assets.....cc.ccorvreiiirieeiiiirrc e, $15,950

Liabilities and Owner’s Equity
Current liabilities

Accounts payable .........ccceeemmiicccrce s $2,200
Salaries and wages payable.......ccccccceeeevernnees 550
Total current liabilities ........ccccceevrvennnirenes $ 2,750
Owner’s equity
Owner’s capital........ccccceeeiiiiimrrceec s 13,200
Total liabilities and owner’s equity ........ 15,950
(e)
General Journal J2
Date Account Titles and Explanation Ref. Debit Credit
Mar. 31 Accounts Receivable......................... 112 500
Service Revenue ....................... 400 500
31 Depreciation Expense ..........ccccuvunnnee 711 300
Accumulated Depreciation—
Equipment .........cocceriiiiniennnns 158 300
31 Insurance Expense.........ccccceiiiiinnnnnns 722 100
Prepaid Insurance...................... 130 100
31 Supplies Expense.......cccccceeeeeirrrrnnennes 631 950
Supplies...cccoveeireerirrecer e e, 126 950
31 Salaries and Wages Expense............ 726 550
Salaries and Wages Payable.... 212 550
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PROBLEM 4-5B (Continued)

(f)
General Journal J3
Date Account Titles and Explanation Ref. Debit Credit
Mar. 31 Service Revenue........cccceveeieeiieienninnns 400 7,800
Income Summary..........cceeeaunennns 350 7,800
31 Income Summary .........cccceeevrreenninrnnnns 350 3,900
Salaries and Wages Expense ... 726 2,350
Depreciation Expense................ 711 300
Insurance Expense..................... 722 100
Supplies Expense.......ccccceunnnnnn. 631 950
Gasoline Expense..........cccuuuee... 633 200
31 Income Summary ........ccccceeeerreenneernnn. 350 3,900
Owner’s Capital ........ccccoeveunnneeee. 301 3,900
31 Owner’s Capital ......cceeeeeiiiimmeeencinnee. 301 700
Owner’s Drawings .........ccccceeeeee 306 700
(9) SHAW’S CARPET CLEANERS

Post-Closing Trial Balance
March 31, 2014

Debit Credit
Cash....ci i —————— $ 2,500
Accounts Receivable.........cc.ccoreivriimiiriiencereenens 6,400
ST 0] o o] [ =3 250
Prepaid Insurance..........cccocciiimieciiinneseeennnneeans 1,100
Equipment.........c i e 6,000
Accumulated Depreciation—Equipment.......... $ 300
Accounts Payable.........c.ccoooimeeiiiiiiciin e 2,200
Salaries and Wages Payable............cccccceeeueeee. 550
Owner’s Capital.........ccceevreeiiieciircr e 13,200

$16,250 $16,250
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COMPREHENSIVE PROBLEM: CHAPTERS 2 TO 4

(a)

General Journal J1
Date Account Titles and Explanation Ref. Debit Credit

July 1 Cash. e, 101 14,000
Owner’s Capital..............c.......... 301 14,000

1 Equipment..........cooiiirrc e, 157 10,000
Cash..ei e 101 3,000
Accounts Payable...................... 201 7,000

3 SUPPleS..ciiieeeeerr e s 126 800
Accounts Payable...................... 201 800

5 Prepaid Insurance..........cccceveeneereennnnee. 130 1,800
Cash..ciiiircrrccrr e, 101 1,800

12 Accounts Receivable.........c.cccevreurenee. 112 3,800
Service Revenue............ccceeeueee. 400 3,800

18 Accounts Payable.........ccccccoirirnnnnnneee. 201 1,400
Cash..ciiiircrrccrr e, 101 1,400

20 Salaries and Wages Expense............. 726 1,600
Cash...ccoiiiicirrc e e, 101 1,600

21 Cash.cr e 101 1,400
Accounts Receivable................ 112 1,400

25 Accounts Receivable.......ccccoeeuvvenennns 112 1,500
Service Revenue.............cceeuueee. 400 1,500

31 Gasoline Expense.......cccccceeceeirverneennns 633 400
L0 -3 ¢ 101 400

31 Owner’s Drawings.......cccccceeennnerrneennnns 306 600
L0 -3 ¢ 101 600
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(b) & (c) KRISTIN’S MAIDS CLEANING SERVICE
Worksheet
For the Month Ended July 31, 2014
Adjusted Income
Account Titles Trial Balance Adjustments Trial Balance Statement Balance Sheet
Dr. Cr. Dr. Cr. Dr. Cr. Dr. Cr. Dr. Cr.

Cash 6,600 6,600 6,600
Accounts Receivable 3,900 (a) 1,300 5,200 5,200
Supplies 800 (d) 700 100 100
Prepaid Insurance 1,800 (c) 150 1,650 1,650
Equipment 10,000 10,000 10,000
Accounts Payable 6,400 6,400 6,400
Owner’s Capital 14,000 14,000 14,000
Owner’s Drawings 600 600 600
Service Revenue 5,300 (a) 1,300 6,600 6,600
Gasoline Expense 400 400 400
Salaries and Wages Expense 1,600 (e) 500 2,100 2,100

Total 25,700 25,700
Depreciation Expense (b) 200 200 200
Accum. Depr.—Equipment (b) 200 200 200
Insurance Expense (c) 150 150 150
Supplies Expense (d) 700 700 700
Salaries and Wages Payable __ (e) _500 500 500

Totals 2,850 2,850 27,7 27,700 3,550 6,600 24150 21,100
Net Income 3,050 3.050

Totals 6,600 6,600 24150 24,150

Key: (a) Service Revenue; (b) Depreciation Expense; (c) Insurance Expired; (d) Supplies Used; (e) Unpaid Salaries.
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COMPREHENSIVE PROBLEM (Continued)

(a), (e) & (f)

Cash No. 101

Date Explanation Ref. Debit Credit Balance
July 1 J1 14,000 14,000
1 J1 3,000 11,000

5 J1 1,800 9,200

18 J1 1,400 7,800

20 J1 1,600 6,200

21 J1 1,400 7,600

31 J1 400 7,200

31 J1 600 6,600
Accounts Receivable No. 112

Date Explanation Ref. Debit Credit Balance
July 12 J1 3,800 3,800
21 J1 1,400 2,400

25 J1 1,500 3,900

31 Adjusting J2 1,300 5,200
Supplies No. 126

Date Explanation Ref. Debit Credit Balance
July 3 J1 800 800
31 Adjusting J2 700 100
Prepaid Insurance No. 130

Date Explanation Ref. Debit Credit Balance
July 5 J1 1,800 1,800
31 Adjusting J2 150 1,650
Equipment No. 157

Date Explanation Ref. Debit Credit Balance
July 1 J1 10,000 10,000
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COMPREHENSIVE PROBLEM (Continued)

Accumulated Depreciation—Equipment No. 158

Date Explanation Ref. Debit Credit Balance
July 31 Adjusting J2 200 200
Accounts Payable No. 201

Date Explanation Ref. Debit Credit Balance
July 1 J1 7,000 7,000
3 J1 800 7,800

18 J1 1,400 6,400
Salaries and Wages Payable No. 212

Date Explanation Ref. Debit Credit Balance
July 31  Adjusting J2 500 500
Owner’s Capital No. 301

Date Explanation Ref. Debit Credit Balance
July 1 J1 14,000 14,000
31 Closing J3 3,050 17,050

31 Closing J3 600 16,450
Owner’s Drawings No. 306

Date Explanation Ref. Debit Credit Balance
July 31 J1 600 600
31 Closing J3 600 0
Income Summary No. 350

Date Explanation Ref. Debit Credit Balance
July 31 Closing J3 6,600 6,600
31 Closing J3 3,550 3,050

31 Closing J3 3,050 0

4-88  Copyright © 2013 John Wiley & Sons, Inc.

Weygandt, Accounting Principles, 11/e, Solutions Manual

(For Instructor Use Only)



COMPREHENSIVE PROBLEM (Continued)

Service Revenue No. 400

Date Explanation Ref. Debit Credit Balance

July 12 J1 3,800 3,800

25 J1 1,500 5,300

31 Adjusting J2 1,300 6,600

31 Closing J3 6,600 0

Supplies Expense No. 631

Date Explanation Ref. Debit Credit Balance

July 31 Adjusting J2 700 700

31 Closing J3 700 0

Gasoline Expense No. 633

Date Explanation Ref. Debit Credit Balance

July 31 J1 400 400

31 Closing J3 400 0

Depreciation Expense No. 711

Date Explanation Ref. Debit Credit Balance

July 31  Adjusting J2 200 200

31 Closing J3 200 0

Insurance Expense No. 722

Date Explanation Ref. Debit Credit Balance

July 31 Adjusting J2 150 150

31 Closing J3 150 0

Salaries and Wages Expense No. 726

Date Explanation Ref. Debit Credit Balance

July 20 J1 1,600 1,600

31 Adjusting J2 500 2,100

31 Closing J3 2,100 0
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COMPREHENSIVE PROBLEM (Continued)

(d) KRISTIN’S MAIDS CLEANING SERVICE
Income Statement
For the Month Ended July 31, 2014

Revenues
ServiCe reveNUEe.......ccccieeiiemeiienniirenssssrensssenas $6,600
Expenses
Salaries and wages expense.......cccccccuuunnnnnn. $2,100
Supplies eXpPense.....ccccccceeeerrrrrrcmnnssrrersrerereenes 700
Gasoline eXpense.....c.ccceeeereeirrenerrenircerennnnes 400
Depreciation expense .........ccccceeevimreeinirnnaneans 200
Insurance exXpense........cccccccerirmeiirinnenssssneens 150
Total expenses......ccccoveeerreniereecereencneenens 3,550
Netincome ... e 3,050
KRISTIN’S MAIDS CLEANING SERVICE
Owner’s Equity Statement
For the Month Ended July 31, 2014
Owner’s Capital, July 1.......cooeriiiiiiiiiiiiicccccc e, $ 0
Add: Investments.......cccciiiimiiiiciiee e, $14,000
Net income........cieeciiiiiiiri s 3,050 17,050
17,050
Less: Drawings .......ccccceciimmmmsiiimmeessnssnssnsmassssnsmassnes 600
Owner’s Capital, July 31.......ccoeniirrrcrrcce e, $16,450
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COMPREHENSIVE PROBLEM (Continued)

KRISTIN’S MAIDS CLEANING SERVICE
Balance Sheet
July 31, 2014

Assets
Current assets
(02 1= ¢ T . $6,600
Accounts receivable .......cc.ccoreiriiiiicieene e, 5,200
ST 0] o] 1= 100
Prepaid insurance.......ccccooeeeireeciiecinneesenenennn. 1,650
Total current assets .........cccceveeeciieeniinnnnn, $13,550
Property, plant, and equipment
Equipment ... 10,000
Less: Accumulated depreciation—
equipment ... 200 9,800
Total assets.....cc.ccceveeiiirreeciiirc e, $23,350

Liabilities and Owner’s Equity
Current liabilities

Accounts payable ........ccccceemmciicccre s $6,400
Salaries and wages payable.......cccccccceeevrrnnees 500
Total current liabilities ........ccccceevrvennnirenes $ 6,900
Owner’s equity
Owner’s capital........ccccceeeiiiiimrrceec s 16,450
Total liabilities and owner’s equity ........ 23,350
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COMPREHENSIVE PROBLEM (Continued)

(e)
General Journal J2
Date Account Titles and Explanation Ref. Debit Credit
July 31 Accounts Receivable........................ 112 1,300
Service Revenue ...........coeeuveenns 400 1,300
31 Depreciation Expense.........cccccceeueee. 711 200
Accumulated Depreciation—
Equipment..........ccooeeerrennnnnee. 158 200
31 Insurance Expense ........ccccceerennereennn. 722 150
Prepaid Insurance..................... 130 150
31 Supplies Expense ......ccccovveiereenirnenn. 631 700
Supplies ...ccccerreciriieree e 126 700
31 Salaries and Wages Expense............ 726 500
Salaries and Wages Payable ... 212 500
(f)
General Journal J3
Date Account Titles and Explanation Ref. Debit Credit
July 31  Service Revenue...........coveeeeerreennnnnnns 400 6,600
Income Summary..................... 350 6,600
31 Income Summary.......ccccceeeervemnirreen. 350 3,550
Salaries and Wages Expense.. 726 2,100
Depreciation Expense.............. 711 200
Insurance Expense .................. 722 150
Supplies Expense .........ccceeee.... 631 700
Gasoline Expense..................... 633 400
31 Income Summary.......ccccceeeervemnirreen. 350 3,050
Owner’s Capital.........ccccceeennnee. 301 3,050
31 Owner’s Capital.....cccccceeirirrreeennnnnn. . 301 600
Owner’s Drawings...........cceeu.... 306 600
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COMPREHENSIVE PROBLEM (Continued)

(9) KRISTIN’S MAIDS CLEANING SERVICE
Post-Closing Trial Balance
July 31, 2014

Debit Credit

CasSh... e $ 6,600
Accounts Receivable...........ccociiveiimiiiiinincinennnns 5,200
SUPPLIES .o e e 100
Prepaid Insurance..........cccccoiimieeiiiimneecsesinsneeannnns 1,650
Equipment..........oo e 10,000
Accumulated Depreciation—Equipment........... $ 200
Accounts Payable..........ccccccoiimiciiiii e, 6,400
Salaries and Wages Payabile..........ccccccoorreeunnnnnns 500
Owner’s Capital ......ccccooeeiiieiiiiir e 16.450

$23,550 $23,550
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CCC4 CONTINUING COOKIE CHRONICLE

(a)
COOKIE CREATIONS
Income Statement
For the Two Months Ended December 31, 2013
Revenues
SEIVICE FEVENUE ....ceeevriirennriiirennsisrrenssnnssssrenssssssennsnns $4,515
Expenses
Supplies eXpPense.......ccccueeeemmmmrrrrsssss s $1,025
Salaries and wages expense.......cc.ccveeiiirrenniiinnn e 1,006
Advertising eXpense........cccccceiirreeiiiirrenissssessenn e 165
Utilities expense.......ccccoiimmmciiimmscinis s 125
INSUranNce exXpPense.......cccuccerreecireeiereesseereeneerenneeenns 110
Depreciation expense.........cccccerveirreeceirecrcereeneeeenns 40
Interest expense.......cccoiimimiiiiiisci s 15
Total eXPenses ......cccovveecirreirreeie s e e eeens 2,486
Net iInCome.......oceiiiccrrc s e e e 2,029
COOKIE CREATIONS
Owner’s Equity Statement
For the Two Months Ended December 31, 2013
Owner’s Capital, November 1.........ccccccvvcvvrririiirrernnnnne $ 800
Add: Netincome ... e 2,029
2,829
Less: Drawings .....ccccooimveeciiimmeeciiinses s sssssssssssnssssesnnas 500
Owner’s Capital, December 31........cceiiiimireecccineee $2,329
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CCC4 (Continued)
(a) (Continued)
COOKIE CREATIONS

Balance Sheet
December 31, 2013

Assets
Current assets

Accounts receivable............ceorrriiii e
ST 0] o o] [T =P
Prepaid insurance.........ccccooimimeiiimmminn i

Total current assets ......ccccorreiirici e e,

Property, plant, and equipment

Equipment ...
Less: Accumulated depreciation—equipment .......

Total assets ... s

Liabilities and Owner’s Equity
Current liabilities
Accounts payable..........cccceeiiiiiii s
Salaries and wages payable ........cccccceeeiiiiirreeeccnn e
Unearned service revenue .........cccccooimmeeninimnnnsnssinens
Total current liabilities ..........cooveerrieiireee e,
Long-term liabilities
Interest payable ... s
Notes payable ........coiii
Total long-term liabilities..........cceeiiiirieciiiinen e,
Total liabilities .......ccccccovimmiiiiiiici e,
Owner’s equity
Owner’s capital .........cccceeeeciiiiirrre e
Total liabilities and owner’s equity ........c...cccu......

$1,180
875
350
1,210
3,615
$1,200
40 1,160
$4,775
$ 75
56
300
$ 431
15
2,000
2,015
2,446
2,329
4,775
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CCC4 (Continued)

(b) GENERAL JOURNAL J4
Date Account Titles and Explanation Debit Credit
2013
Dec. 31 Service Revenue.........cccceeveiimireiienirnn e, 4,515
Income Summary........cccceeeeeiirereeennns 4,515
31 Income Summary.......ccccceermvmmniirrrnnnsien e 2,486
Salaries and Wages Expense............ 1,006
Utilities Expense .......ccccoimmmeiiinreennnnns 125
Advertising Expense........ccccccevrreennnnn. 165
Supplies Expense ......cccccceeeeiirrernecnnns 1,025
Insurance Expense. .......cccccoomieuiiinneens 110
Depreciation Expense..........cccoeveuunnee. 40
Interest Expense..........ccceeiiiiveniiinees 15
31 Income Summary.......cccceeermrmmniiirrnansien e 2,029
Owner’s Capital..........ccceeeeeeiirirrncnnnnns 2,029
31 Owner’s Capital ........ccccevremciiiecireeccen e, 500
Owner’s Drawings......cccccceeeeenverreecnnnns 500
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CCC4 (Continued)

c
©) COOKIE CREATIONS
Post-Closing Trial Balance
December 31, 2013

Account Debit Credit

CasSh.... e e e $1,180

Accounts Receivable.........ccccccovirimciiiircci e, 875

ST U] o] o] [T 350

Prepaid Insurance ..........ceciiiimciiinne e 1,210

Equipment.........co e 1,200

Accumulated Depreciation, Equipment................ $ 40

Accounts Payable..........cccoomimiiiiiic e, 75

Salaries and Wages Payable............cccceeeurirreenn. . 56

Unearned Service Revenue...........cccccecevimvceniiinne s 300

Interest Payable ... 15

Notes Payable ... e, 2,000

Owner’s Capital........cccevreniiiiiiiece e e 2,329
4,815 $4.815
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BYP 4-1 FINANCIAL REPORTING PROBLEM

(a) Total current assets were $44,988 million at September 24, 2011, and
$41,678 million at September 25, 2010.

(b) Current assets are properly listed in the order of liquidity. As you will
learn in the next chapter, inventory is considered to be less liquid
than accounts receivable. Thus, it is listed below accounts receivable
and before prepaid expenses and other current assets.

(c) The asset classifications are similar to the text: (1) current assets,
(2) investments, (3) property, plant, and equipment, and (4) intan-
gible assets.

(d) Apple reported $9,815 of cash and cash equivalents at September 24,
2011.

(e) Total current liabilities were $27,970 million at September 24, 2011,
and $20,722 million at September 25, 2010.
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BYP 4-2 COMPARATIVE ANALYSIS PROBLEM

(a)

(b)

(in millions) PepsiCo Coca-Cola
1. Total current assets 17,441 25,497
2. Net property, plant & equipment 19,698 14,939
3. Total current liabilities 18,154 24,283
4. Total equity 20,899 31,921
PepsiCo’s current assets were 4% less than its current liabilities, while

Coca-Cola’s current assets were 5% greater than its current liabilities.
From this information, it appears that Coca-Cola is in a better liquidity
position than PepsiCo.

Coca-Cola’s equity represents a significantly larger percentage of total

o, [ $31,921 ‘A o, [$20,899
assets 39.9% [$79,974J than PepsiCo’s 28.7% [$72,882]' As a resulit,

Coca-Cola has less debt relative to its total assets than PepsiCo. It
therefore appears that Coca-Cola is less likely to default on a debt
obligation.
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BYP 4-3 COMPARATIVE ANALYSIS PROBLEM

(a)

(b)

(in millions) Amazon Wal-Mart
1. Total current assets 17,490 54,975
2. Net property, plant & equipment 4,417 109,603
3. Total current liabilities 14,896 62,300
4. Total stockholders’ (shareholders’) equity 7,757 71,315

Current assets are cash and other resources that are reasonably ex-
pected to be realized in cash or sold or consumed within one year or
the company’s operating cycle, whichever is longer. Current liabilities
are obligations that are reasonably expected to be paid from existing
current assets or through the creation of other current liabilities.

Amazon’s current assets were 17% greater than its current liabilities,
while Wal-Mart’s current assets were 12% less than its current liabilities.
From this information, it appears that Amazon is in a better liquidity
position than Wal-Mart.

Wal-Mart’s stockholders’ equity represents a 20% larger percentage of

0 $71,315 ; 0 $7,757
total assets 36.9% [$193,406] than Amazon’s 30.7% [$25,278]' As a

result, Wal-Mart has less debt relative to its total assets than Amazon. It
therefore appears that Wal-Mart is less likely to default on a debt
obligation.

4-100 Copyright © 2013 John Wiley & Sons, Inc.  Weygandt, Accounting Principles, 11/e, Solutions Manual  (For Instructor Use Only)



BYP 4-4 REAL-WORLD FOCUS

The solution is dependent upon the companies chosen by the student.
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BYP 4-5 DECISION MAKING ACROSS THE ORGANIZATION

(a) WHITEGLOVES JANITORIAL SERVICE
Balance Sheet
December 31, 2014

Assets
Current assets
(0 =] ¢ $ 6,500
Accounts receivable
($9,000 + $3,700) ....cceeeeemeeennnnnneee. 12,700
Supplies ($5,200 - $2,700) ............. 2,500
Prepaid insurance ($4,800 X 2/3)....... 3,200
Total current assets................ $24,900
Property, plant, and equipment
Equipment ($22,000 + $4,000)....... $26,000
Less: Accum. depreciation—
equipment
($4,000 + $2,000) ................. 6,000 $20,000
Delivery trucks
($34,000 + $5,000) .........cccceenunnnnen 39,000

Less: Accum. depreciation—
delivery trucks

($5,000 + $5,000) ................. 10,000 29,000 49,000
Total assetS......ccevveveiveirireirnnnns $73,900

Liabilities and Owner’s Equity
Current liabilities

Notes payable due within one year................. $10,000
Accounts payable ($2,500 + $500) .................. 3,000
Interest payable ($25,000 X 10% X 6/12) ......... 1,250

Total current liabilities......cc.cccceevevrenrennnee. $14,250

Long-term liabilities

Notes payable, due July 1, 2016...................... 15,000
Total liabilities........ccccceceiiiirereccr 29,250
Owner’s equity
Owner’s capital.........ccooeveeciiiciiiccr e, 44.650*
Total liabilities and owner’s equity.......... $73,900
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BYP 4-5 (Continued)

WHITEGLOVES JANITORIAL SERVICE
Balance Sheet (Continued)
December 31, 2014

*Capital balance as reported............cccceeeeiiirrrrennnnn. $54,000
Add: Earned but unbilled fees........cccceeeueeiiinnnnnes 3,700
57,700
Less: Janitorial supplies used .......cccccemmuunnnnnneee. $2,700
Insurance expired ($4,800 X 1/3) ............... 1,600
Depreciation ($2,000 + $5,000) .................. 7,000
Expenses incurred but unpaid.................. 500
Interest accrued ... e 1,250
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(b) Whitegloves Janitorial Service met the terms of the bank loan because
current assets exceed current liabilities by $10,650 ($24,900 — $14,250)
at December 31, 2014.
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BYP 4-6 COMMUNICATION ACTIVITY

MEMO

To: Accounting Instructor
From: Student

Re: Accounting Cycle

The required steps in the accounting cycle, in the order in which they
should be completed, are:

Analyze business transactions.
Journalize the transactions.

Post to ledger accounts.

Prepare a trial balance.

Journalize and post adjusting entries.
Prepare an adjusted trial balance.
Prepare financial statements.
Journalize and post closing entries.
Prepare a post-closing trial balance.

CoNocORwWN =

The optional steps in the accounting cycle include preparing a worksheet
and preparing reversing entries. If a worksheet is prepared, it is done after
step 3 above, and it includes steps 4 and 6. The worksheet is a form used
to make it easier to prepare adjusting entries and financial statements. If re-
versing entries are prepared, they are journalized and posted after step 9,
at the beginning of the next accounting period. A reversing entry is the
exact opposite of a previously recorded adjusting entry and simplifies the
recording of subsequent transactions.
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BYP 4-7 ETHICS CASE

(a) The stakeholders in this case are:

» You, as controller.
» Jeb Wilde, president.
» Users of the company’s financial statements.

(b) The ethical issue is the continued circulation of significantly misstated
financial statements. As controller, you have just issued misleading
financial statements. You have acted ethically by telling the company’s
president. The president has reacted unethically by allowing the mis-
leading financial statements to continue to circulate.

(c) As controller, you should impress upon the president the consequences
of having those misleading financial statements be detected by some
user or the SEC (if you are a public company). Also stress upon him
that you have a professional obligation to correct the statements or
to resign.

Copyright © 2013 John Wiley & Sons, Inc.  Weygandt, Accounting Principles, 11/e, Solutions Manual  (For Instructor Use Only) 4-105



BYP 4-8 ALL ABOUT YOU

The following is a personal balance sheet using the classified presentation.
Note that the earnings from the part-time job as well as the tuition costs are
not listed since neither of those items is an asset, liability, or equity item.

Assets
Current assets
Cash ... ———— . $1,200
Money market account ..........ccccoovveeciiiiiennnnn. 1,800
Certificate of deposit......cc.cccoovmmmrmcciiiirneeennes 3,000
Accounts receivable from brother .................. 300
Total current assets.........ccceeeevreennirrennnn. . $ 6,300

Property, plant, and equipment

Automobile ... 7,000

Video and stereo equipment ..........cccccorreeeee. 1,250

Home computer.........cccoiiiieiiiiniciircnrrreeeees 800 9,050
Total assets.........cmvieeciiiniinne e, $15,350

Liabilities and Owner’s Equity

Current liabilities

Current portion of automobile loan ............... $1,500
Current portion of credit card payable .......... 150
Total current liabilities...........cccceeuviriennnnes $ 1,650
Long-term liabilities
Automobile loan........cccovviiiiiiic 4,000
Student loan ... s 5,000
Credit card payable.........ccccoormimciiirreciir e, 1,650
Total long-term liabilities ............ccceeuunnnns 10,650
Total liabilities.......ccccccevrveeniiriennnnnnn. 12,300
Owner’s equity
Owner’s capital ($15,350 — $12,300)............... 3,050
Total liabilities and owner’s equity ..... $15,350
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BYP 4-9

FASB CODIFICATION ACTIVITY

1) 1.

Current assets is used to designate cash and other assets or
resources commonly identified as those that are reasonably ex-
pected to be realized in cash or sold or consumed during the normal
operating cycle of the business.

Current liabilities is used principally to designate obligations whose
liquidities is reasonably expected is require the use of existing
resource properly classified as current assets, or the creation of
other current liabilities.

(b) Access FASB Codification 210-20-45

A right of setoff exists when all of the following conditions are met:

1.

2,

Each of two parties owes the other determinable amounts.

The reporting party has the right to set off the amount owed with
the amount owed by the other party.

The reporting party intends to set off.

The right of setoff is enforceable at law. As a result, a company may
not offset accounts payable against cash on its balance sheet.
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IFRS EXERCISES

IFRS 4-1 The statement of financial position required under IFRS and the
balance sheet prepared under GAAP usually present the same information
regarding a company’s assets, liabilities, and stockholders’ equity at a point
in time. IFRS does not dictate a specific order but most companies list
noncurrent items before current. Differences in ordering are

IFRS GAAP

Statement of Financial Balance Sheet

Position presentation presentation
Noncurrent assets Current assets
Current assets Noncurrent assets
Equity Current liabilities
Noncurrent liabilities Noncurrent liabilities
Current liabilities Stockholders’ equity

Under IFRS, current assets are usually listed in the reverse order of liquidity.

IFRS 4-2 IFRS uses the term statement of financial position rather than
balance sheet.

IFRS 4-3

SUNDELL COMPANY
Partial Statement of Financial Position

Current assets

Prepaid iNSUrancCe.......c.coociiieeiiieiiree e ress e s e s s £ 3,600
ST BT o o] 1= 5,200
Accounts receivable..........cooviieiiiiicirse 12,500
Debt invesStments ..o e e e e e 6,700
- 1= o T 15,400

K 1 %< 1 £43.,400
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IFRS 4-4

GLARUS COMPANY
Partial Statement of Financial Position
December 31, 2014

Property, plant and equipment

Equipment..........cooiiire e CHF21,700
Less: Accumulated depreciation—
=T L1 o 5,700 CHF16,000

Long-term investments

Share Investments........ccoceveeiimcieiiecieen ceenn, 6,500
Current assets

INVeNtOry ... e 2,900

Accounts receivable.............coceirriiiniinnnen. 4,300

Debt investments.......cccccoveeiieiiiciiirecnn e, 120

Cash.. e 13,400 20,720
Total assets .....coveviieiiiiircrr e e CHF43,220
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IFRS 4-5

(a) LESSILA BOWLING ALLEY
Statement of Financial Position
December 31, 2014

Assets

Property, plant, and equipment

Land......cceviiimeeiiieeeier s eennneeeens $64,000

Buildings .....cccocoemvrciierereccceeee e $128,800

Less: Acc. depr.—buildings......... 42.600 86,200

Equipment.........cccoiiiiriiree e 62,400

Less: Acc. depr.—equipment....... 18,720 43,680 $193,880
Current assets

Prepaid insurance........c..ccccceevenenne 4,680

Accounts receivable..................... 14,520

Cash...iirecrrc e e 18,040 37,240
Total assets .....ccccovvveeciiiiieciiiree e $231,120

Equity and Liabilities

Equity

Owner’s capital ($115,000 + $3,440%)......... $118,440
Non-current liabilities

Notes payable ..., 83,880
Current liabilities

Current portion of notes payabile............... 13,900

Accounts payable .........cccccoimieiiiiiiiiiie i 12,300

Interest payable ........cccoiiiiiiiini s 2,600 28,800
Total equity and liabilities.........ccccccovrvemniirnennnn. $231,120

*Net income = $14,180 — $780 — $7,360 — $2,600 = $3,440

IFRS 4-6 It is possible to compare liquidity and solvency for companies
using different currencies. The ratios that are used to do so, such as the
current ratio and debt to assets ratio, indicate relative amounts of assets
and liabilities rather than absolute monetary values.
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IFRS 4-7 INTERNATIONAL COMPARATIVE ANALYSIS PROBLEM

Differences in the format of the statement of financial position (balance
sheet) used by Zetar and Apple include the following

Zetar

Apple

Non-current assets listed first

Goodwill listed before property,
plant and equipment

Current assets are shown in
reverse order of liquidity with
cash being last

Current liabilities are subtracted
from current assets to show net
current liabilities/assets

Total liabilities are subtracted
from total assets to show net
assets

The equity section uses Share
capital and Share premium

Reporting currency is £ (pounds)

Current assets listed first

Property, plant, and equipment
listed before goodwill

Current assets are shown in
order of liquidity with cash being
first

No similar amount appears

No similar amount appears

The equity section uses Common
stock

Reporting currency is $ (dollars)
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