ACT 5001 – Worksheet 2
Module 2
Winter 2020


Problem 1

The following Balance Sheet accounts are given for Saban Company for the year 2019:

	Account
	 
	 
	 
	 

	Name
	 
	Balance
	 
	Description

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	Accounts Payable
	 
	4,700
	 
	Amounts owed to suppliers

	 
	 
	 
	 
	 

	Accounts Receivable
	 
	4,500
	 
	Amounts due from clients

	 
	 
	 
	 
	 

	Accrued expenses
	 
	700
	 
	Represents telephone & electricity used for the period but not yet paid (still owed).

	 
	 
	 
	 
	 

	Additional Paid in Capital
	 
	60,000
	 
	Excess of selling (market) price over par value of stock.

	 
	 
	 
	 
	 

	Cash
	 
	58,000
	 
	Includes cash in register and bank account

	 
	 
	 
	 
	 

	Common Stock 
	 
	20,000
	 
	Stock issued in exchange for owners' contributions.

	 
	 
	 
	 
	 

	Equipment, net
	 
	24,000
	 
	Includes manufacturing equipment, trucks, etc…

	 
	 
	 
	 
	 

	Inventory
	 
	12,500
	 
	Includes goods held for resale, storage costs for goods.

	 
	 
	 
	 
	 

	Land
	 
	40,000
	 
	Property used to house headquarters and manufacturing plant.

	`
	 
	 
	 
	 

	Long-term Investments
	 
	15,000
	 
	Investments in stocks and bonds of other companies that we plan to hold for several years.

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	Notes Payable 
	 
	40,000
	 
	Amounts owed to financial institution. Note matures in four years. One quarter is due each December 31, 20XX.

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	Notes Receivable 
	 
	8,000
	 
	Amount we loaned to another business that is due in two years.

	 
	 
	 
	 
	 

	Prepaid Expenses
	 
	1,400
	 
	Amounts paid in advance for rent on a storage facility.

	 
	 
	 
	 
	 

	Retained Earnings 
	 
	36,700
	 
	Accumulated earnings of the business through December 31, 2019.

	 
	 
	 
	 
	 

	Short-term Investments 
	 
	5,000
	 
	Investment in the stocks and bonds of another company that we plan to hold for less than 90 days.

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	Unearned Revenue
	 
	6,300
	 
	Deposits received from customers in advance of the service being performed. Job will be completed in 6-8 weeks.

	 
	 
	 
	 
	 



Required:

1. Prepare a classified Balance Sheet in good form for the year 2019. You must date it properly and break assets and liabilities into their current and non-current classifications and show the following amounts in your Balance Sheet:
a. Total current assets 
b. Total non-current assets
c. Total assets
d. Total current liabilities (Hint: there are four CL accounts)
e. Total non-current liabilities 
f. Total liabilities
g. Total stockholders’ equity 
h. Total liabilities and stockholders’ equity.


2. What is the Net Working Capital for Saban Company? Be sure to show your figures for your calculations.

3. Saban’s Equipment account shows a balance of $24,000. Is this the price that 
Saban paid to acquire the equipment (which is its historical cost) or is it the equipment’s current selling price (market value)?  Why do we report the equipment at this amount?

4.  Saban had a beginning Retained Earnings balance of $28,200 and paid $5,000 of dividends throughout the year. Assuming no other changes to the Retained Earnings account, what was Saban’s net income for the year?









Problem 2

The following information is taken from Rodgers Corporation on December 31, 2018. Assume all balances, except the given Retained Earnings amount, are ending balances.

	 
	 
	 
	 
	 

	 
	Account Name
	 
	Balance
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	Accounts Payable
	 
	$5,500 
	 

	 
	Accounts Receivable
	 
	8,200 
	 

	 
	Accrued Expenses
	 
	1,250
	 

	 
	Advertising Expense
	 
	[bookmark: _GoBack]3,850
	 

	 
	Cash
	 
	185,500
	 

	 
	Common Stock
	 
	30,000
	 

	 
	Cost of Goods Sold
	 
	108,200
	 

	 
	Dividends
	 
	5,000
	 

	 
	Equipment, net
	 
	34,500
	 

	 
	Income Tax Expense
	 
	31,990
	 

	 
	Insurance Expense
	 
	3,600
	 

	 
	Interest Expense
	 
	3,710
	 

	 
	Inventory
	 
	22,200
	 

	 
	Notes Payable (long-term)
	 
	70,000
	 

	 
	Notes Payable (short term)
	 
	3,000
	 

	 
	Prepaid Expenses
	 
	1,100
	 

	 
	Retained Earnings (Jan 1, 2018)
	 
	105,430
	 

	 
	Salaries and Wages Expense
	 
	35,000
	 

	 
	Salaries and Wages Payable
	 
	1,500
	 

	 
	Unearned Revenue
	 
	3,200
	 

	 
	Utilities Expense
	 
	680
	 

	 
	Sales Revenue
	 
	252,000
	 

	 
	Short-term Investments
	 
	7,850
	 

	 
	Software
	 
	20,500
	 

	 
	 
	 
	 
	 




Required:

1.  Prepare a multi-step Income Statement for Rodgers Corporation.  Be sure to title and date your Income Statement appropriately. Your Income Statement should show the following:
a)  Gross Profit
b) Income before Income Taxes
c) Net Income


2.  Prepare a Statement of Retained Earnings for Rodgers Corporation. Be sure to properly title and date you Statement of Retained Earnings.

3.  Prepare a classified Balance Sheet for Rodgers Corporation. Be sure to properly title and date your Balance Sheet. You must also clearly identify your current and non-current assets and liabilities.

4.  Suppose Rodgers Corporation had an Accumulated Other Comprehensive Income account. What type of account is this (asset, liability, revenue etc…) and on which Financial Statement would we report it?


5. The cost of an item is sometimes reported as an asset and other times it is reported as an expense. What determines whether a cost is reported as an asset or expense?  Why does a company report Advertising as an expense? How does a company account for internally-created intangibles? Why? 



