PRACTICE EXERCISES

PRACTICE 2(1


Cash

3,000


Accounts Receivable
9,000



Sales

12,000


Cost of Goods Sold
7,500



Inventory

7,500
PRACTICE 2(2


Equipment
100,000



Cash

10,000



Short-Term Notes Payable

20,000



Long-Term Notes Payable

70,000

PRACTICE 2(3


Cash

40,000


Equipment
75,000



Gain on Sale of Land

65,000



Land

50,000

PRACTICE 2(4


Dividends (or Retained Earnings)
12,000



Cash

12,000

PRACTICE 2(5

Wages Expense
30,000



Land

30,000

PRACTICE 2(6




Cash







Beginning balance
10,000
 




a.
2,775
1,500
b.



d.
3,450
6,200
c.








Ending balance
8,525
 


PRACTICE 2(7




Accounts Payable








 
8,000
Beginning Balance



b.
6,500
2,700
a.



c.
200
2,550
d.









6,550
Ending Balance

PRACTICE 2(8





Debit


Credit

Cash


$     400

Inventory

4,000

Accounts Payable


$  1,100

Paid-In Capital


2,000

Retained Earnings (beginning)

1,000

Sales



10,000

Cost of Goods Sold
9,000

Dividends

       700
______

Total

$14,100
$14,100
PRACTICE 2(9





 Debit

  Credit 
Cash


$   800

Prepaid Rent Expense
3,000

Unearned Service Revenue

$  4,700

Paid-In Capital


2,000

Retained Earnings (beginning)

1,500

Service Revenue


20,000


Salary Expense

18,000

Rent Expense

    6,400
______


Total

$28,200
$28,200

PRACTICE 2(10

From Practice 2(8:

Sales



$10,000

Cost of Goods Sold

    9,000

Net Income


$  1,000

From Practice 2(9:

Service Revenue


$20,000

Salary Expense

$18,000

Rent Expense

    6,400
  24,400


Net Loss

$ (4,400)

PRACTICE 2(11

From Practice 2(8:

Assets

Cash



$   400

Inventory


  4,000

Total Assets


$4,400
Liabilities

Accounts Payable


$1,100
Stockholders’ Equity

Paid-In Capital


  $2,000

Retained Earnings (ending)

  1,300

Total Liabilities and Stockholders’ Equity

$4,400
Computation of ending Retained Earnings:

$1,000 + ($10,000 – $9,000) – $700 = $1,300

From Practice 2(9:

Assets

Cash



$   800

Prepaid Rent Expense

  3,000

Total Assets


$3,800
Liabilities

Unearned Service Revenue

$ 4,700
Stockholders’ Equity

Paid-In Capital


$  2,000

Retained Earnings (ending)

  (2,900)


Total Liabilities and Stockholders’ Equity

$  3,800
Computation of ending Retained Earnings:

$1,500 + ($20,000 – $18,000 – $6,400) = $(2,900)

PRACTICE 2(12


Depreciation Expense
5,500



Accumulated Depreciation

5,500

PRACTICE 2(13


Bad Debt Expense
1,200



Allowance for Bad Debts

1,200
PRACTICE 2(14


Interest Expense
693



Interest Payable

693

$8,000 ( 0.13 ( 8/12 = $693

PRACTICE 2(15


Rent Expense
1,500



Prepaid Rent

1,500

$3,600/12 = $300 per month; amount used = $300 ( 5 months = $1,500

PRACTICE 2(16


Unearned Service Revenue
4,400



Service Revenue

4,400

$4,800/12 = $400 per month; amount earned = $400 ( 11 months = $4,400

PRACTICE 2(17


Sales

10,000



Retained Earnings

10,000


Retained Earnings
9,000



Cost of Goods Sold

9,000


Retained Earnings
700



Dividends

700

Balance sheet accounts are not closed.

PRACTICE 2(18


Service Revenue
20,000



Retained Earnings

20,000


Retained Earnings
24,400



Salary Expense

18,000



Rent Expense

6,400

Balance sheet accounts are not closed.

EXERCISES

2–19.
1. and 2.


Cash

Accounts Receivable

Inventory



Bal.
200,000
(15)
18,000

Bal.
21,540
(7)
15,000

Bal.
32,680
(1)
7,450



(7)
14,700
(18)
10,400

(1)
15,000


(5)
8,350





(27)
150,000

Bal.
21,540


Bal.
33,580




Bal.
36,300










Land

Building

Machinery



Bal.
15,400 


Bal.
9,000 


(18)
10,400




(27)
120,000*


(27)
280,000*


Bal.
10,400




Bal.
135,400 


Bal.
289,000 






*($150,000/$500,000 ( $400,000)
*($350,000/$500,000 ( $400,000)

Accounts Payable

Dividends Payable

Mortgage Payable




Bal.
9,190


(22)
33,750


Bal.
23,700




(5)
8,350


Bal.
33,750


(27)
250,000




Bal.
17,540





Bal.
273,700



Common Stock

Retained Earnings

Cost of Goods Sold




Bal.
185,000


Bal.
60,730

(1)
7,450










Bal.
7,450















Sales

Sales Discounts

Wages Expense




(1)
15,000

(7)
300


(15)
18,000





 Bal.
15,000

Bal.
300


Bal.
18,000

















Dividends








(22)
33,750*










Bal.
33,750



















*($0.75 ( 45,000)

2–19.
(Concluded)

3.
Alaska Supply Corporation


Trial Balance


October 31, 2005



Debit


Credit


Cash

$
36,300

Accounts Receivable


21,540

Inventory


33,580

Land


135,400

Building


289,000

Machinery


10,400

Accounts Payable



$
17,540

Dividends Payable




33,750

Mortgage Payable




273,700

Sales




15,000
Sales Discounts


300

Cost of Goods Sold


7,450

Wages Expense


18,000

Common Stock




185,000

Retained Earnings




60,730

Dividends


33,750




Totals

$
585,720
$
585,720

2–20.
1.

Adjusting Entries

(a)
Insurance Expense

1,200




Prepaid Insurance


1,200





($4,800 ÷ 24 mo. = $200 ( 6 mo. = $1,200)


(b)
Rent Revenue

1,150




Unearned Rent Revenue


1,150





($5,750 ÷ 5 mo. = $1,150 ( 1 mo. = $1,150)

(c)
Advertising Materials

475




Advertising Expense


475


(d)
Prepaid Rent

1,800




Rent Expense


1,800





($3,000 ÷ 5 mo. = $600 ( 3 mo. = $1,800)


(e)
Office Supplies

250




Miscellaneous Office Expense


250


(f)
Interest Expense

428




Interest Payable


428

2–20.
(Concluded)


2.

Sources of Information


(a)
The insurance register; the insurance policy


(b)
The journal entry or other original data from which the posting was made to the rental revenue account; the rental contract


(c)
The physical count of advertising materials on hand


(d)
The cash disbursements journal or vouchers payable record; the rental contract


(e)
The physical count of supplies on hand


(f)
The notes payable register; the note itself

2–21.

Adjusting and Correcting Entries on December 31, 2005


(a)
Allowance for Bad Debts

380




Accounts Receivable—Clarke Realty


380


(b)
Loss on Damages from Breach of Contract

2,200




Lawsuit Payable—E. J. Stanley Co.


2,200


(c)
Receivable from Insurance Company

6,500



Accumulated Depreciation—Furniture 



and Fixtures

2,400



Loss from Fire

1,300




Furniture and Fixtures


10,200


(d)
Advances to Salespersons

1,150




Sales Salaries Expense


1,150


(e)
Repairs Expense

800




Machinery


800



Depreciation Expense—Machinery

1,583
*




Accumulated Depreciation—Machinery


1,583
*



*Depreciation:
($
18,460
–  $
4,460)
(
 0.10
=
$
1,400







($4,460
–

$800)
(
0.05
=

183













$
1,583

2–22.


1.
Insurance Expense

1,700



Prepaid Insurance


1,700




($5,600 + $2,500 – $6,400 = $1,700)

2.
Depreciation Expense

9,400



Accumulated Depreciation


9,400




[$85,200 – ($7,500 – $1,600) – $88,700 = $9,400]

3.
Unearned Rent

5,000



Rent Revenue


5,000




($11,000 + $9,000 – $15,000 = $5,000)

4.
Salaries Payable

8,100



Salaries Expense


8,100




($42,860 – $34,760 = $8,100)

2–23.
1.

Adjusting Entries


Inventory


50,000


Cost of Goods Sold

230,000



Purchases


280,000


Prepaid Operating Expenses

4,000



General Operating Expenses


4,000


Sales Commissions

5,900



Sales Commissions Payable


5,900


Investment Revenue Receivable

1,000



Investment Revenue


1,000


General Operating Expenses

4,500



Accumulated Depreciation—Buildings


4,500


General Operating Expenses

5,000



Accumulated Depreciation—Machinery


5,000


Income Tax Expense

18,100



Income Taxes Payable


18,100




Closing Entries

Sales

590,000


Investment Revenue

6,000



Retained Earnings


596,000


Retained Earnings

560,500



General Operating Expenses


106,500



Sales Commissions


205,900



Cost of Goods Sold


230,000



Income Tax Expense


18,100

2–23.
(Concluded)

2.
Pioneer Heating Corporation


Post-Closing Trial Balance



Debit


Credit

Cash

$
39,000

Investments


50,000

Investment Revenue Receivable


1,000

Inventory


50,000

Prepaid Operating Expenses


4,000

Land


70,000

Buildings


180,000

Accumulated Depreciation—Buildings



$
4,500

Machinery


100,000

Accumulated Depreciation—Machinery




5,000

Accounts Payable




65,000

Income Taxes Payable




18,100

Sales Commissions Payable




5,900

Common Stock




320,000

Additional Paid-In Capital




40,000

Retained Earnings




35,500

Totals

$
494,000
$
494,000
2–24.



1.

Adjusting Entries


(a)
No adjustment necessary.


(b)
Selling, General, and Administrative Expenses

6,000




Prepaid Expenses


6,000


(c)
Unearned Revenue

24,750




Rent Revenue


24,750


(d)
Selling, General, and Administrative Expenses

10,000




Plant and Equipment


10,000


(e)
Selling, General, and Administrative Expenses

1,500




Other Assets


1,500


(f)
Other Assets

15,000




Selling, General, and Administrative Expenses


15,000


(g)
Accounts Payable

6,000




Inventory


6,000

2–24.
(Concluded)


2.

Closing Entries


Sales

2,801,000


Interest Revenue

23,000


Rent Revenue

24,750



Retained Earnings


2,848,750


Retained Earnings

2,550,500



Cost of Goods Sold


1,565,000



Selling, General, and Administrative Expenses


642,500



Interest Expense


79,000



Income Tax Expense*


264,000


Retained Earnings

139,000



Dividends


139,000


*Assume that the adjustments do not affect Income Tax Expense.

3.
Feigenbaum Company


Post-Closing Trial Balance


December 31, 20XX



Debit


Credit


Cash

$
58,000

Accounts Receivable


402,000

Inventory


51,000

Prepaid Expenses


48,000

Land


65,000

Plant and Equipment


1,157,000

Other Assets


1,576,500

Accounts Payable



$
141,000

Wages, Interest, and Taxes Payable




215,000

Unearned Revenue




8,250

Long-Term Debt




1,201,000

Other Liabilities




336,000

Common Stock




185,000

Retained Earnings




1,271,250

Totals

$
3,357,500
$
3,357,500
2–25.


1.
Received $300 cash as payment on customer accounts.

2.
Recorded return of inventory purchased on account for $400 using the perpetual method.


3.
Borrowed $5,000 cash.


4.
Sold inventory costing $550 for $200 cash and $700 on account.


5.
Paid $200 cash for prepaid insurance policy.

2–25.
(Concluded)


6.
Declared dividends of $250.


7.
Closed Dividends to Retained Earnings at the end of the period. Dividends for the period totaled $1,000.


8.
Used up $50 worth of the prepaid insurance policy.


9.
Purchased inventory for $150 cash and $450 on account.


10.
Wrote off a bad debt of $46.


11.
Recorded accrued interest payable of $125.


12.
Paid wages of $205—$75 related to wages for the current period and $130 was for wages for the prior period.


13.
Paid account totaling $500. Because the payment was made within the discount period, a $10 purchase discount was taken.

2–26.


Adjusting Entries

(a)
Depreciation Expense

5,000



Accumulated Depreciation—Equipment


5,000




($46,000 – $1,000 = $45,000; $45,000/9 =




 $5,000/year)

(b)
Inventory

8,000


Cost of Goods Sold

112,000



Purchases


120,000




To adjust the inventory to its ending balance.

(c)
Prepaid Selling Expense

2,500



Selling Expense


2,500

(d)
Interest Receivable

750



Interest Revenue


750

(e)
Advertising Expense

620



Selling Expense


620

2–27.


Adjusting Entries

(a)
Insurance Expense

1,350
*



Prepaid Insurance


1,350


*A, $3,600 ( 21/24

$
3,150


B, $1,800 ( 2/6


600


C, $12,000 ( 27/36


9,000

Prepaid amount

$
12,750


Account balance


14,100

Adjustment

$
(1,350)

2–27.
(Concluded)

(b)
Subscription Revenue

3,900†




Unearned Subscription Revenue


3,900


†July, $27,000 ( 3/12

$
6,750


October, $22,200 ( 6/12


11,100


January, $28,800 ( 9/12


21,600


April, $20,700 ( 12/12


20,700

Unearned amount

$
60,150


Account balance


56,250

Adjustment

$
3,900
(c)
Interest Payable

450



Interest Expense


450




[$825 – ($45,000 ( 0.10 ( 1/12)]

(d)
Supplies Expense

780



Supplies


780




($2,190 – $1,410)

(e)
Salaries Payable

5,250



Salaries Expense


5,250




[$9,750 – ($11,250 ( 2/5)]

2–28.

1.
Adjusting Entries


Rent Expense

12,600



Prepaid Rent


12,600


Salaries and Wages Expense

2,600



Salaries and Wages Payable


2,600


Unearned Consulting Fees

118,000



Consulting Fees Revenue


118,000


Interest Receivable

1,150



Interest Revenue


1,150


2.
Rent Expense = $6,200 + $10,000 – $3,600 = $12,600



Salaries and Wages Expense = $50,000 – $1,900 + $4,500 = $52,600



Consulting Fees Revenue = $16,400 + $108,000 – $6,400 = $118,000



Interest Revenue = $2,400 – $650 + $1,800 = $3,550

2–29.
1.






Balance
Balance
Balance






Carried
Closed by
Closed by





Account
Forward
Debiting
Crediting



(a)
Cash

X



(b)
Sales


X



(c)
Dividends



X



(d)
Inventory

X



(e)
Selling Expenses



X



(f)
Capital Stock

X



(g)
Wages Expense



X



(h)
Dividends Payable

X



(i)
Cost of Goods Sold



X



(j)
Accounts Payable

X



(k)
Accounts Receivable

X



(l)
Prepaid Insurance

X



(m)
Interest Receivable

X



(n)
Sales Discounts



X



(o)
Interest Revenue


X



(p)
Supplies

X



(q)
Retained Earnings

X



(r)
Accumulated Depreciation

X



(s)
Depreciation Expense



X

2.
Closing Entries


Sales

75,000


Interest Revenue

6,500



Retained Earnings


81,500


Retained Earnings

54,800



Selling Expenses


7,900



Wages Expense


14,400



Cost of Goods Sold


26,500



Sales Discounts


4,200



Depreciation Expense


1,800


Retained Earnings

3,500



Dividends


3,500


3.
$26,700 net income ($81,500 – $54,800 = $26,700)

2–30.


Closing Entries



Revenues

196,400




Retained Earnings


196,400



Retained Earnings

80,200




Expenses


80,200



Retained Earnings

32,500




Dividends


32,500

2–31.

Changes in Account Balances

Debit


Credit


Cash

$
21,000

Accounts receivable


25,000

Inventory



$
10,000

Equipment


70,000

Accounts payable


5,000

Loans payable




50,000

Interest payable




1,000

Contributed capital ($40,000 + $20,000)




60,000

Retained earnings (or Dividends)


15,000



$
136,000
$
121,000

Increase in net assets or net income




15,000

$
136,000
$
136,000
