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The Highland Cove Resort opened for business 01 jure 1 with eigit air~cunditioned
units. I*s trial balance before adjustment on Augose 31 is as ToHows:

HIGHLAMD COVE RESORT

Trial Balance
August: 31, 1594

Dekit

Cash % 19,600

Prepaid [nsurance 3,400

Supplies ) 3200

Land 25,000

Coltages 125,000

Furniture ' 26,000

Accounts Payable

Uneamed Rent Revenue

Mortgage Payable

“Tina Leone, Capital

Tiaa Leonz, Drawing Ssoo0T T

' Rent Revenue

Salaries Expense - 51,000

Utilities Expense 9,400

Repair Expense 3.600
273500

e —

Other data:

1. Insurance expires 2t the rate of 5300 per month-

. Credit

5 6500

6,800
[E000)

100,000

80,000

PESNS——

5273,300

2 An inventory count on August 31 shows 5700 of mugiié:g‘a_x_:t hand.

3. Annual deprediation is £1,800 vn cottages and 52

5. Salaries of $400 were unpaid at August 3L
6. Rentals of $800 were due from tenants at August 31.

7. The mortgage interest rate is 12% per yest: (The mortER
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The fnﬂmﬁng are July inventory data for Maki Company, which uses perpetnal

inventory procedures. i
July 1 Beginning inventory, 30 units @ $20 per unit.
10 Purchased 70 units @ §25 pex unit.

15_ Sold 80 units. . - _ , ;
76 Purchased 50 units @ 528 per unit. - ' . B

 Compute the cost of goods sold for July 15 using () fxst-in, first-out; (b) laskin. : )
fixst-out; and {c) nioving average. ' .

On July 31, Murphy Company’s Cash in Bank account had a balance a{ﬁ%ﬂ_@
On that date, the bank statement indicafed a balance 0f!$7,334.é_§.]€pmpanson,of
returned checks and bank advices revealed the following: P

1. Depoasits in transit fuly 31 amounted to $2,415.97.

2. Outstanding checks July 31 totaled $1,125.20.

3. The bank erroncously charged 3 $250 check b f the Murray Company ;igaipst }(
the Murphy bank account. :

Murphy neglected to record $3,000 borrowed from the band on a 10% six-mon

%Lé/A $20 bank service charge has not yet been recorded on the books.
; 5 ?Z

=N

poO: \\

note, The bank statement shows the 53,000 as a deposit.

6. Included with the returned checks is a memo indicating that J. Martin's check
for $490 had been returned NSE Martin, a customer, had sent the check {o pay
an account of $500 less a 2% discount. . ‘

7. Murphy Company recorded an $84.50 payment for repairs as §845. -

REQUIRED :

(2) Prepare a bank reconciliation for Murphy Company at July 3t. .

(b) Prepare the general journal entfy or entries necessary to bring the Cash in
Bank account into agreement with the adjusted balance on the bank reconciliation.

i

At the beginning of the current year, Mason Company had the following acoounts
on its books: . ' 1

=" Accounts Receivable §94,000 (debit
‘Allowance for Uncollectible Accounts 100" (Gradit \\/

Duxing this year, credit sales were $820,008) and collections on account were $E804,000.

The following transactions, among others, codurred during, the-year: -

Feb. 17 Whote off R. Lowell’s account, $2,800. :

May 28 Wiote off G. Boyd’s account, $1,850.

Oct. 13 G. Bayd, who is in bankcuptcy proceedings, paid $350in final settlement
of the account written off on May 28. This amount is not induded in the
$804,000 collections. '

Dec. 15 Wiote off K. Marshail’s account, $1,150.

31 In an adjusting entry, recorded the provision for uncolleciible accounts

at 3% of credit sales for the year. ‘

REQUIRED

(2) Prepare general journal entries to record the credit sales, the collections on
account, and the above transactions. ; .

(b) Show how Accounts Receivable and the Allowance for Uncollectible Accounis

would appear in the December 31 balance sheet.

The Watson Corporation received a $6.00£i, 80-day, 12% npote from Carla Lon-

don on November 11,,1983. London bad 'ﬁfE\fi‘éﬁElﬁiféﬁh—égﬁ_ merchandise ‘

from Watson and wished to extend the repayment date of the receivable, Fre-

pare the journal entries required by Watson to recard the foliowing: ;

a  The receipt of the note from Landon. '

b Accrued interest on December 31, 1983, the end cf Watson's accounting
year. . o o

¢ The payment of the note by London on Fchruary 9, 1984.
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' Phototake, Inc., 2 commerdal photography studio, has just completed its first full
year of operations on December 31 of the current year. The general ledger account ¢

balances before year-end adjustinents follow. No adjusting entries have been made
to the accounts at any time during the year. Assume that all balances are normal.

Cash $ 950  Accounts -I-‘ayable' $ 1,550

Accounts Receivable 2500 Unearned Photogrephy Fees 1,250
Prepaid. Rent € 7,560 Capilal Stock 10,000
‘Prepaid Insurance 2,970  Photography Fees Earned .23,900
Supplies on Hand 3,240  Wages Expense 8,000
Equipment 9,100  Utilities Expense . ’ 2,380

An analysis of the fixm's records discloses the following items:

1. Photog=phy services of $700 have Lesu 1endeied, but customers have not yet
been billed. - . .

2. The equipment, f)urchaséd January 1, has ap estimated life of len years.

3, Utilities expense for December is estimated to be $275, Lut the il will not arrive
until January of next year. ;

. 4. The balance in Prepaid Rent represents thé amount paid on January 1 for a two-

year lease on the studio. ) : ‘

- 5. In Noveémber, cistomers paid $1,250 in advance for pictures to be taken for the
holiday season. When received, these fees were credited to ‘L_Jneamed Photog-
zaphy Fees. By December 31, all these fees are earned.

6. A threesyear insurance premium paid on January 1 was debited to Prepaid

' Insurdnce., : -
7 “ 7. Supplies on hand at December 31 are $1,120.
i — 8 At December 31, wages expense of $180 has been incurred but not paid.
REQUIRED .
Record adjusting entries in general journal form.. ,

v

s Y. 0

Ay
Q\- Assume that Haslem Company had 2%4 10 'rending inventory balance at the
' close of the last period. The following ‘sales and purchase transactions occurred
during the current pe,ribd: Ao :
1. Purchased merchandise an account, £19,000, terms 1110, n/3k:
'5. Returned part of the above merchandise that bad an original gross purchase

price of $1,000. ; i
Paid the balance of the purchase in time to receive the purchases discount.
Sald goods costing 532,000 for $50,000. Cash of $13,000 was received, with the

balarice due.on account.

W W

W

REQUIRED

e eenming thal (1) 2 perodic inventory system is used



?) . Singer Sales, Inc., had a beginning inventory for July comprising 1,200 units that
had cost $20 per unit. A summary of purchases and sales during July follows:

e : Unit Units Units
35 ’ Cost Purchased Sold
July. 3 .. . 80O

8 2 1,500
' 13 1,000

19 25 400

23 . 28 823
28 , 700

REQUIRED _

ending inventory under each of the following pricingméthbds: first-in, first-
out: last-in, first-outyand weighted average. '
_(b) Which inventory pricing method would you choose:
1. ta reflect what is probably the physical flow of goods?
2. to minimize income tax for the period? '
3. ta report the largest amount of income for the period?
o _ Justify your answers.

(a) Assuming Singer useya periodic inventory system..mlcﬁiﬁte' the amount of -

i'f - At December 31 of the carrent year, the Cash account in Tyler Company’s general ledger
had a debit balance of $18,434.27. The December 31 bank statement showed a balance of
$19,726.40. In reconciling the fwo amounts, you discover the following:

R ST

1. Bank deposits made by Tyler on December 31 amounting to $2,145.40 do not appear
on the bank statement. : o
5. A non-interest-bearing note receivable for $2,000, left with the bank for collection,
was collected by the bank near the end of December. The bank credited the proceeds,
Jess a $5 collection charge, on the bagk smtement:-'l'yler Company has not recorded
the collection. -
' 3. Accompanying the bank statement is & debit memorandurn indicating that John Mill-
er’s check for $450 was charged-against Tyler’s bank accouat on December 30 because
of insufficient funds.

4. Check No. 586, wﬁtten for advertising expense of $869.10, was recorded as $896.10
in Tyler Company’s cash disbursements journal.

A compaxison of the paid checks returned by the b
journal revealed the following checks still gutstanding

bank with the cash disbursements
at ecember 31:

w

’ No. 561  $306.63 No.591  $190.00
No. 585 440.00 No. 592 282.50
No. 588 476.40 No. 593 243.00

6. ' The bank mistakenly charged Tyler Company'’s account foc chedic printing costs of
$30.50, which -hould have been charged to Taylor Company.

7. The bank charged Tyler Company's account $42.50 for rental of a safe deposit box.

No entry has been made in Tyler’s records for this eXpense.

REQUIRED -
{a) Preparea bank recondliation at December 31.
: al entries at December 31.

(b) Prepare any necessary journ

5« Record the following West Corporation activities in general journal form:
Apr. 1 gstpb:ﬁsheg a $200 petty cash fund by writing & check on the First National
ank. s ;
17 Rgplenphed the petty cash fund by writing a check on the First National
Bank. The fund contains the following:

Cui"rénc;jf and coins ; $ 26.00
Bills and receipts: .
PP, O | = T 6500




Sims Cornpany uses the allowance method of handling credit losses. It estimates
losses at 1% of credit sales, which were $800,000 during the current year. On
December 31 of the current year, the Accounts Receivable balance was $150,000,

E and the Allowance for Uncollectible Accounts had a credit balance of $900, before
‘ adjustment. . @@
i " (a) Give the adjusting enfry to record credit losses for the current year. .

(b) Show how Accounts Receivable and the Allowance for Uncollectible Accounts
would appear in the December 31 balance.sheet.

T, Gordon, Inc. analyzed its Accounts Receivable balances at Decémber 31 and arived -
at the aged. balances-listed. below; along with the percentages-of rach age gron
that have provén uncollectible in‘the past. HeE

Age T8 !%s  FPalaves
Current . 1 $ 90,000
30-60 days past du 2 18,000
61-120 days past due ' 5 10,000
121 days—six months past due 10 8,000
Opver six months past due ! 25 6,000
$132,000

The company handles credit Iosses with the allowarice method. The credit balan

of the Allowance for Uncollectible Accounts is $700 on December 31 before any

adjustments. : . :

(a) Prepare the adjusting entry for estimated credit losses ont December 31.

(b) Give the eniry to write off Jeff Tyne’s account it April of tha following year,
gu35, ? :

R

¢
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1 Deliverit, a mailing service, has just completed its first fuil year of operalions or
' December 31 of the current-year. The Grm’s genesal ledger account balances
before year-end adjustments are giver: below. No adjusting entzies have been

made to the accounts at any Gme during the year. Assume that all balances are.

normal.

Cash _ $ 3,800 Lewis, Capital 525,000

Accounts Receivable 4360 Lewis, Drawing 6,600
- Prepaid Advertising 1326  Mailing Fees Earned 74,000

Supplies on Hand 4790  Wages Expense 34,800

Equipment 36,000. Rent Fxpense 5,750

Accounts Payable 1400  Utilities Expense 2,570

An analysis of the Ginm's records reveals the following:

1. Thebalance in Prepaid Advertisirg represents the amount paid for newspaper
advertising for one year. The agx:ement, which calls for the same amount of -*
space each month, covers the peviod from February 1 of the cugrent year

. ettt WL 4 -
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3. Utlities expense does not include expense for December, estimated at $360.
The bill will not arrive untl January of next yeat. .
_ 4. Atyecar-end, employees have earned $900 in wages that will noi be patd untl
January.
Supplivs on hand at year-end amounted to 51,100
Mailing, sexvices amounting to $4,000 were rendered to customers who have
not yet been billed for the services. )
 The firm's lease calls for rent of $480 pez mantlh payable on the first of each
month, plus an amount equal to 3% of annual mailing fees earned. The rental
percentage is payable within 15 days after the end of the year.

o

~3

REQUIRED

{a) Prove that debits equal credits for the unadjusted account balances shown
above by preparing a trial balance.

(b) Record adjusting en tries in general journal form.

2_ " Halley’s Space Scope salls state-of-the-art telescopes to individuals and orgnnizs
Hons interested M studying the solar syster. At Deceraher 31 last y=ar, the compe-
ny's inventory amiourted to $90,G09. Diring the first weelk of January this yeax,

tha company made only one purchrsé and one <ale. These transactions wera a3

followa: ]

Jan. 2 Sold one telescope cosiingy £99,09C to Bastern Stat2 University for casb,
;40,000, _ ‘ :

Jan F  Purchased parchandiar <. gvRTIR fom: Solns Opties, $18,5C0. Terms,
pat 30 days.

"a Propare Juurna.l entries to rrcocd these trangactons assming that Halley's
Space Scope fises the perpetual inventory system. Usa separata entries to e
cord. the sales reverue amd thr, cpat of zooda sald frv the sale on January 2.
Compute the balanee of the nvenroy account on Jamuary 7.

Prepars journal entries o zecard the tra transactions assuming that Halley’s
Space Scope uses the periodic mventory SY¥LEIL _
d Compute the cost of goods sold for the frat weel of Jamuoary assuming ase of 2
periodic inentory 3ystemr. Use your anawer fo part b as tha ending inventcry.
& Whicl inventory system do ynu. Lellaye that 2 comp?ay sizely a5 Halley's Spacs
Scope would grohably use? Eirplzir your reasening. i



= /Give the entries to record the following transactions engaged in by Westland
Company, which uses the periodic inventory system. .
July 2 Purchased merchandise on credit from Matts Company, terms 2/10, 0/30,
FOB destination, inveice dated July 1, $800.
6 Returned merchandise to Matts Company for full credit, $100.
11 Paid Matts Company for purchase less return and discount.
14 Purchased merchandise on credit from Matts Company, terms 2/10, n/30,
FOB destination, invoice dated July 12, $900.
31  Paid amount owed to Matts Company for purchase of July 14.

~

,ﬂf . Selected account balances of Certin Company for the year ended December 31, 19xx
follow.
TR R PN RS AT 75 : pmamrmermenetl
Account Name. Debit - Credit
Sales , $297,000
Sales Returns and Allowances $ 15,200
Cost of Goods Sold 113,0{)0
Freight In . 5,600
Selling Expenses ) 48,500
Ceneral and Administrative Expenses _ 3?,20[]
Prepare closing enries, assuming that the owner of Certin Company, Roger Certin,
withdrew $40,000 for personal expenses during the year. W

Ind -rhi :
On titat date, the bark slagine i ndiaigu 2 daahce o 57, dos. 1oy Loaipersson ol
returned checks and bank advices revealed the following:
1. Deposits in transit July 31 amounted to $2,415.57.
2. Outstanding checks July 31 totaled $1,129.20.
3. The bank erroneously charged a $250 check of the Murray Company against
the Murphy bank account.
_ 4. A $20 bank service charge has not.yet been recorded on the books.
5. Murphy neglected to record $3,000 borrowed from the bank ona 10% six-month @
note. The bank statement shows the $3,000 as a deposit. '
6. Included with the returned checks is a memo indicating that J. Martin’s check
for $490 had been returned NSE Martin, a customer, had sent the check to pay
an account of 3500 less a 2% discount.
7. Murphy Company recorded an $84.50 payment for repairs as $845. i
REQUIRED
(a) Prepare a bank recondiliation for Murphy Company at July 31.
(b) Prepare the generdl journal entry or entries necessary (o bring the Cash in
Bank account into agreement with the adjusted balance on the bank recondliation,

g ; .
& ” The Schumacker Office Supply Company sells merchandise on credit. During the fis-
cal year ended December 31, the company had net sales of $2,300,000. At the und of
the year, it had Accounts Receivable of $600,000 and a debit balance in Allowance for
Uncollectible Accounts of $3,400. In the past, approximately 1.4 percent of net sales
have proved uncollectible. Also, an agirg aralysis of accoun!s receivable reveals that
$30,000 of the receivables appear to be uncollectible. Prepare journai entries to record
uncollectible accounts expense using (a) the percentage ¢f net sales method and (b)

the accounts receivable aging method.
What is the resulting balance of Allowance for Uncollectible Actounts under each

method?

?. /Preparc journal entries (assuming reversing eriries are oot made) to record the fellow-
- ing transactions. ; ‘
Dec. 1 Received a 90-day, 12 percent note for $5,000 from 2 custorner for the sale of
¢ merchandise.
21 Mnadde end-nf-vear adiustment for intorest income,
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1" On April 1, 1997, Pat Hamilton, an attorney, opened her own legal practice, to be
known as the Law Office of Pat Hamilton. The business adjusts its accounts at the
end of each month. The following trial balance was prepared at April 30, 1997, after
one montkh of operations: '

LAW OFFICE OF PAT HAMILON ;
Trial Balance "™ i
) April 30, 1997 :
Cash o ER—— $§10,060
legai fees receivable. .. o i R SRR TS —0— ;
—Unexpired insurance.......... T —— 3,000 :
Prepaid office renf......v.uuveeveeinennnni 4,800 % ;
Office supplies. ............... R 1,460 !
Office equipment ..........cvvoo.... s g, . 26,408 - i
Accumulated depreciciion: offce eguipmentf. ......... §—0--
Noies payable. . . ceviier s coen . v .. e T e o ] 4,000
Interestpayabie . ...................... . ... " G
Salodes payobie. . .oviuiiiiiisinannn ~—{—
Unecrned refainer fees............... g P —— —— 18,020
faf Hamiffon, egpivad................ e 20000 .
Pat Hamilfon, drawing............................ " £.0GG I
legalfeeseamed ...........coooveonnnn. .. B R i&8g !
Salaries expense.. . ............................TT - 2880 !
Miscellaneous expense .....c.ueeeooono oo 1,290
Office rent expeps=........... T T T wean —J~
Office supplies ex-ense......... R R SR e —~0—
Depreciation expense: office equipment ... .......... -—0—
Inferestexpense........................ sase e
- Insurance expense ..............................." —0— :
. o8 553,600 $53600 |
o —
sk e e A a. No interest has vet been paid on the note payable. Aceryed interest at April 3¢
=L T amounts to $180.

~~ b. Salaries earned by the oﬂi_cecstaﬂ‘ but not yet recorded or paid amounted to $3,470
at Afril 30. SO, F
€. Many elients are asked o make an advance payment for the legal services to be

5 rendered in future months. These advanca payments are credited to the Unearned

[lj’.etainer Fees account. During April, $7,700 of these advances were earned by the
USINess. ¢
d. Some chents are not billed until all servicesg relating to their matter have been
rendered. As of April 30, services priced at $4,780 had been rendered to these
clients but had not yet been recorded in the accounting records.
e. A professional liability insurance policy was purchased on April 1. The premium of
$3,000 for the first six months was paid and recorded zs Unexpired Insurance.
A The business rents an office at 4 monthly rate of $1,600. On April 1, three months’
) rent was paid in advance angd chargad o the Frepaid Office Renf aceount.
& Office supplies on hand at April 30 amomnted to $1,100,  asrieec S peme
b The office equipment was purchased on April 1 and is being depredagéd over an

estiraated useinl life of 20 FEATS. Pap. @aps Raw ‘
Rﬂi!»ki?‘tﬁ[ L I e lefes) KRy

o Prepare the adjusting eatries reguired aft Anl 20

. i}-‘é{
b leﬁa‘ -D'ees secipalife

1. Jot Unearned 2gle
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L. Forfune Djsﬁibuﬁ;zg Company had the following transactions with Cornwall, )

P

Nov. 10 Fortune sold and shipped $3,000 worth of merchandise ip Cornwall, -

Assumg the Fornme Distributing Company uses perpe
periodic inventory system,

Reguired; ; .
S} : Record the above transactions as they would appear

terms 2/10, /30, EO.B. shipping point. The cost of merchandise is $2.000.
12 Cornwall, Inc., paid freight charges on the shipment from Fortune

Company, $180. :
14 Fortune issued a credit memo for $300 for merchandise returned by .

Cornwall, The cost of returned merchandise is $200, —
19 Fortune received payment in full for the net amount due on the Novernber
10 sale. " : ]

tual inventory system, wh:lc Cormnwall Inc. uses

W

R ea i Weoo

a) On the books of Fortune Distributing Company
b) On the books of Cornwall Inc.. '

L”—F’l:f:n? Zaver 1ch7 ;—)/

@ In your andit of the Jose Oliva Company, you find that physical inventory ou,Deccnif:jéf.B._],?.{)OO, //
showed a merchandise with a cost of $441,000 was on hand at that date. You also discover the 0

Gﬁt—vf{' Y cwer

et

EH jrl.\‘\/

. :
/"%:;":’ following items were all exchuded from the $441,000 A él

1- Merchandise of $61,000 which is held by Oliva on ::onsignment. The consignar is the

“Max Suznki Company. \
2- Merchandise costing $38,000 which is shipped by Oliva F.0.B destination to a customer
on December 31,2000. The customer was expected 1o receive the merchandise o January

e

6, 2001.
2 3- Merchandise costing $51,000 shipped by a lier{F.0.B shipping 7 '§Q D e ;
pped by a supp Ergm Pping poingon December ,@ﬁ?;

,-'_"‘.n»\ / ) 3 [ . i s &
& \ 37/ 31,2000 and was received by Oliva on Jarmary 3, 2001. 'SEY
7)"}" h c. }’5‘ i 4- Merchandise costing $46,600 whizh was shipped by Qliva F.01 sitipping point to a L
e customer on December 29,2000. The customer was schednled to receive the merchandise
T.
" _ onlamary 2, 2091
B o *"’Z.@ﬁ’ 5~ Merchandise costing $30,000 is held by Tom Company for Oliva. o
e oo Jfig,z00
o \ Required: b '%f;f;,_i ' i o
e Determine the amount that should appear on Oliva’s balance sheet at Deczmber 31, 2000 for_fo=— | :
inventory, 'Wr—

LY

— "

On February 3, Executive Golf Course estahlished a petiy cash fond in the amount of

o )fi‘ o .

$150. At February 28, the fund contained $9.20 in cash. The vouchers in the find are
summarized below: - : v

POSIEGE QU ... 5038«
b2 A N i 20,40 ~

OffiCe SUPPIIOS .« .o vt e e e e e 8214
Gasmoney forJohn ....... ... . v 5.00 —

MOrks IIMCh . ... oo e R SRR R Fomoinias .00

Flowers for Linda’s bithday . ,... ...... SRR Ceeteiranseeaaaaas s s wgow 1235
Doughnuis . ........... T ————— ! £30 v

The company replenishes this fund at the end of each month All types of expendi-

tures which amowunt to less than $50 during the month are charged to Miscellaneous

Expense in one debit entry. Any type of expenditure exceeding 350 is debited Lo an

expense account that desceribes the nature of the expenditure. Any cash shortage or

excess is debited or credited to a Cash Cver and Short account.

Prepare all journal entries relating to the operation of this petty cash fimd during the

- moxnth : L ; -

o . . (0('. (o i Gg?—“:?) @

G September 1, a six-month, 9% note recoivable is zequired from Sean Young, a Moy ,(
custemer, i setilement of his $22.000 account receivable. g - .

2 ! 3 :
e (U S S T S




