Ch.4 problem 4.4A

a. Adjusting Journal Entries

	Date
	particulars 
	Debit
	Credit

	 
	 
	 
	 

	1
	Rent Expenses     
	18,240
	 

	 
	   Prepaid Rent
	 
	18,240

	 
	(Rent of this Month)
	 
	 

	 
	 
	 
	 

	2
	Depreciation Expenses
	840
	 

	 
	       Accumulated Depreciation
	 
	840

	 
	(Depreciation of Building for the Month)
	 
	 

	 
	(201600 / 240 )
	 
	 

	 
	 
	 
	 

	3
	Depreciation Expenses
	720
	 

	 
	       Accumulated Depreciation
	 
	720

	 
	( Depreciation of Fixture for the Month)
	 
	 

	 
	(43200 / 60)
	 
	 

	 
	 
	 
	 

	4
	Interest Expenses
	1800
	 

	 
	    Interest Payable
	 
	1800

	 
	( Interest for the Month of August)
	 
	 

	 
	 
	 
	 

	5
	Unearned Admission Revenue
	600
	 

	 
	      Admission Revenue
	 
	600

	 
	( Revenue for the Month)
	 
	 

	 
	 
	 
	 

	6
	Accounts receivable
	2700
	 

	 
	      Concession Revenue
	 
	2700

	 
	(Revenue is due from Tastie)
	 
	 

	 
	 
	 
	 

	7
	Salary Expenses
	2040
	 

	 
	     Salary Payable
	 
	2040

	 
	( Salary for the Month of August due but not Paid)
	 
	 

	 
	 
	 
	 

	8
	Income tax Expenses
	5040
	 

	 
	    Income tax Payable
	 
	5040

	 
	(Income tax due)
	 
	 

	 
	 
	 
	 

	9
	Utilities expenses
	1425
	 

	 
	        Accounts Payable
	 
	1425

	 
	( Utilities expenses for the Month due)
	 
	 

	 
	 (11400 / 8)
	 
	 

	 
	 
	 
	 

	
	
	
	



b. [bookmark: _GoBack]Months of Expenses are as Follows;

1. Utilities are recorded as monthly bills are received.as of august 31, eight monthly bills should have been received (8 months)

2. Depreciation expenses are recorded only in month end adjusting entries. The depreciation for august is not included in in the august unadjusted trial balance (seven months)

3. Accumulated depreciation building is ( twenty months)

c. A company must pay their income taxes in installment payments throughout the year. The balance in the Income Taxes Expenses account represents the total amount of income expense recorded since the beginning of the year. On the other hand Income Taxes Payable represents the portion of the expense that still has not been paid. In a profitable year is normal to see the income taxes payable account to be a smaller amount as compared to the Income Tax expenses.				
				
Ch.4   problem 4.7A

a. Adjusting Entries

	Date
	Particulars
	Debit $
	Credit $

	 
	 
	 
	 

	31-Dec
	 Accrued fees 
	5280
	 

	 
	     Fees revenue
	 
	5280

	 
	 
	 
	 

	31-Dec
	Studio supplies expenses
	840
	 

	 
	    studio supplies
	 
	840

	 
	 
	 
	 

	31-Dec
	 Insurance expense
	300
	 

	 
	      Prepaid insurance
	 
	300

	 
	 
	 
	 

	31-Dec
	 Rent expense
	2400
	 

	 
	     Prepaid rent
	 
	2400

	 
	 
	 
	 

	31-Dec
	Depreciation on recording - equipment
	1800
	 

	 
	     Accumulated depreciation
	 
	1800

	 
	 
	 
	 

	31-Dec
	 Interest expense 
	144
	 

	 
	      Outstanding interest 
	 
	144

	 
	 
	 
	 

	31-Dec
	Unearned fees 
	4320
	 

	 
	     Fees earned 
	 
	4320

	 
	 
	 
	 

	31-Dec
	Salary expense
	648
	 

	 
	     Outstanding Salary
	 
	648

	 
	 
	 
	 

	31-Dec
	Income tax expense 
	2040
	 

	 
	      Income tax payable
	 
	2040

	 
	 
	 
	 



b. Income Statement

	Particulars
	 
	Amount

	 
	 
	 

	Studio Revenue earned
	 
	138000

	Salary Expenses
	22248
	 

	Supplies Expenses
	2280
	 

	Insurance Expenses
	3516
	 

	Depreciation on Recording Equipment
	21600
	 

	Studio Rent
	27600
	 

	Utilities Expenses
	2820
	 

	Interest Expenses
	1152
	 

	Income tax Expenses
	23520
	104736

	 
	 
	 

	Net income
	 
	33264

	 
	 
	 



c. Rent expense is deductible expense provided it is related to business and related to the periodin which it is incurred. Any advance rent paid will be shown as prepaid rent and not deductiblein the year in which advance rent paid. Rent expenses for the last two months (November and December) was $ 2400 = 7200/ 3 months	
				
Rent expenses for the month of November have been 4280 = 22800/10 months.Expenses for November were = 2400.the monthly rent was increased by $ 120	

d. Calculation Average Monthly Expenses

	Particulars
	Amount

	 
	 

	Insurance Expense for First 11 months
	3216

	 
	 

	Insurance Expenses from August to November 
	-1200

	 
	 

	Insurance Expenses for first 7 Months 
	2016

	 
	 

	Number of Months
	7

	 
	 

	Average Monthly Expense for First 7 Months
	288


		
e. Calculation of Life of Equipment

	Particulars
	Amount

	Accumulated Depreciation as per Trial Balance
	63000

	Depreciation charged in the Month of December
	1500

	Accumulated Depreciation till December 31
	64500

	Depreciation per Month 
	1800

	Estimated life of the Equipment
	35.83333333

	 
	 

	The Life of Equipment = 36 Months
	 



f. Effect of Adjusting Entry

	 
	 
	 
	 
	 
	 
	 

	Statement showing effect of Adjusting entry on income statement and balance sheet 

	 
	Income statement
	Balance sheet

	Adjustments
	Revenue - Expenses
	Net income
	Assets
	Liabilities + owner's equity

	1
	I
	NE
	I
	I
	NE
	I

	2
	NE
	I
	D
	D
	NE
	D

	3
	NE
	I
	D
	D
	NE
	D

	4
	NE
	I
	D
	D
	NE
	D

	5
	NE
	I
	D
	D
	NE
	D

	6
	NE
	I
	NE
	NE
	I
	D

	7
	I
	NE
	NE
	NE
	D
	I

	8
	NE
	I
	NE
	NE
	I
	D

	9
	NE
	I
	NE
	NE
	I
	D

	 
	 
	 
	 
	 
	 
	 



	I
	Refer to Increase
	 

	D
	Refer to Decrease
	 

	NE
	Refers to no Effect
	 



Working Note


Insurance Expense due = (Prepaid Insurance * 1 / 6 months)
Insurance Expense due = (1800 * 1 / 6months)
Insurance Expense due = 300

Rent expense due = (prepaid rent * 1 / 3 months)
Rent expense due = 7200 * 1/3
Rent expense due = 2400

Depreciation expense incurred = (Total asset value / estimated life of asset *1 month)
$108000 / 60 months * 1month =1800

Interest expense incurred = (amount of loan * interest rate * 1/12)
$ 19200 * 9% *1/12) = 144

CH. 5   problem 5.1A

a. Income Statement

	PARTY WAGON, INC.
	 
	 

	Income Statement
	 
	 

	For the year ended December 31,Current Year
	 
	 

	 
	 
	 

	Particulars 
	 
	Amount

	 
	 
	 

	Revenues:
	 
	 

	Party Revenue Earned
	 
	$156,000 

	Expenses:
	 
	 

	Insurance Expense
	$2,160 
	 

	Office Rent Expense
	$14,400 
	 

	Supplies Expense
	$1,440 
	 

	Salary Expense
	$90,000 
	 

	Depreciation Expense - Van
	$9,600 
	 

	Depreciation Expense - Equipment &
	$8,400 
	 

	Repairs and Maintenance Expense
	$2,400 
	 

	Travel Expense
	$7,200 
	 

	Miscellaneous Expense
	$4,320 
	 

	Interest Expense
	$5,280 
	$145,200 

	Income before Taxes
	 
	$10,800 

	Income Taxes Expenses
	 
	$2,400 

	 
	 
	 

	Net income
	 
	$8,400 

	 
	 
	 

	 The Net Profit earned is $ 8400
	 
	 




Statement of Retained Earnings


	PARTY WAGON INC.

	Balance sheet 

	For the Year Ending December 31,Current Year


	Particulars
	Amount

	 
	 

	Beginning Retained Earnings
	$18,000 

	Add. Profits
	$8,400 

	Less. Dividends
	$1,200 

	Ending Retained Earnings
	$25,200 

	 
	 











The balance of retained earnings at the year-end is $ 25,200

Balance Sheet

	 
	 

	PARTY WAGON INC.
	 

	Balance sheet 
	 

	For the year ending December 31,current year
	 

	 
	 

	Assets:
	 

	Cash
	$18,000 

	Accounts Receivables
	$10,800 

	Unexpired Insurance
	$5,400 

	Prepaid Rent
	$2,400 

	Supplies
	$600 

	Van less Depreciation
	28800

	Equipment and music less Depreciation
	25200

	Total Assets
	$91,200 

	 
	 

	Liabilities:
	 

	Accounts Payable
	$8,400 

	Notes Payable
	$46,800 

	Salaries Payable
	$1,920 

	Interest Payable
	$240 

	Income Taxes
	$480 

	Unearned Party
	$2,160 

	Total liabilities
	$60,000 

	 
	 

	Stockholder's Funds
	 

	Capital Stock
	$6,000 

	Retained Earnings
	$25,200 

	Total
	$31,200 

	Total Liabilities and Stockholder's Fund
	$91,200 

	 
	 



b. Closing Entries

	Date
	Particulars
	Debit
	Credit

	31-Dec
	Party Revenue
	156000
	 

	 
	     Income Statement
	 
	156000

	 
	( To close Revenue Party Earned)
	 
	 

	 
	 
	 
	 

	31-Dec
	Income statement
	$147,600 
	 

	 
	Insurance Expenses
	 
	$2,160 

	 
	Office Rent Expense
	 
	$14,400 

	 
	     Salaries Expense
	 
	$90,000 

	 
	     Depreciation on Van
	 
	$9,600 

	 
	     Depreciation on Equipment and Music
	 
	$8,400 

	 
	     Supplies Expense
	 
	$1,440 

	 
	     Repairs and Maintenance Expense
	 
	$2,400 

	 
	     Travel Expense
	 
	$7,200 

	 
	     Interest Expense
	 
	$5,280 

	 
	     Income tax Expense
	 
	$2,400 

	 
	    Miscellaneous Expenses
	 
	$4,320 

	 
	(To close Expense Account)
	 
	 



	31-Dec
	Income Statement
	8400
	 

	 
	Retained Earnings
	 
	8400

	 
	( To transfer Net profit to Retained Earnings)
	 
	 

	 
	 
	 
	 

	 
	Retained Earnings
	1200
	 

	 
	     Dividends
	 
	1200

	 
	( To transfer Dividends declared to Retained 
	 
	 

	 
	Earnings)
	 
	 

	 
	 
	 
	 



c. The net profit for the year ended is $8400 which is 5.4% of sales $ 156,000the current year ending balance sheet, reports cash and accounts receivablesof 28,800.it also reports liabilities of $ 60000.There is a possibility that the company may be liquid but that depends upon the duedate of the notes payable. If the due date is not closer than the company may be called solvent .But in case the due date is in near future then, there might be concern on liquidityof the company.

Ch.6 problem 6.4B

a) Journal Entries 

1. Net cost

	Date
	Particulars
	Debit
	Credit

	 
	 
	 
	 

	6-Mar
	Inventory (2800 - 2% * 2800 )
	2744
	 

	 
	     Accounts Payable
	 
	2744

	 
	 
	 
	 

	11-Mar
	  Cash
	1200
	 

	 
	       Sale 
	 
	1200

	 
	 
	 
	 

	 
	Cost of Goods sold 
	686
	 

	 
	   Inventory (2800 - 2% * 2800 )*2/8
	 
	686

	 
	 
	 
	 

	16-Mar
	Accounts Payable - whosa
	2744
	 

	 
	      Cash
	 
	2744

	 
	 
	 
	 



2. Gross Invoice

	Date
	Particulars
	Debit
	Credit

	 
	 
	 
	 

	6-Mar
	Inventory
	2800
	 

	 
	      Accounts Payable - whosa
	 
	2800

	 
	 
	 
	 

	11-Mar
	Cash
	1200
	 

	 
	      Sale
	 
	1200

	 
	 
	 
	 

	 
	Cost of Goods Sold
	700
	 

	 
	      inventory (2800 * 2/8)
	 
	700

	 
	 
	 
	 

	16-Mar
	Accounts Payable - whosa
	2800
	 

	 
	    Purchase discount taken
	 
	56

	 
	     Cash
	 
	2744

	 
	 
	 
	 



b) Journal Entries

1. Net cost

	Date 
	Particulars
	Debit
	Credit

	 
	 
	 
	 

	6-Mar
	Inventory  (2800 * - 2% * 2800)
	2744
	 

	 
	      Accounts Payable
	 
	2744

	 
	 
	 
	 

	11-Mar
	  Cash
	1200
	 

	 
	        Sale
	 
	1200

	 
	 
	 
	 

	 
	Cost of Goods Sold
	686
	 

	 
	     Inventory (2800 - 2% * 2800 )*2/8
	 
	686

	 
	 
	 
	 

	6-Apr
	Accounts Payable - whosa
	2744
	 

	 
	Purchase Discount Lost
	56
	 

	 
	       Cash
	 
	2800

	 
	 
	 
	 



2. Gross Invoice Price

	Date
	Particulars
	Debit
	Credit

	 
	 
	 
	 

	6-Mar
	Inventory
	2800
	 

	 
	    Accounts  Payable - whosa
	 
	2800

	 
	 
	 
	 

	11-Mar
	Cash
	1200
	 

	 
	     Sale
	 
	1200

	 
	 
	 
	 

	 
	Cost of Goods Sold
	700
	 

	 
	     Inventory (2800 - 2% * 2800 )* 2/8
	 
	700

	 
	 
	 
	 

	6-Apr
	Accounts payable - whosa
	2800
	 

	 
	     Cash
	 
	2800

	 
	 
	 
	 



c) The company should choose on the net cost method. This is because the net cost method provides the lowest price that the company may pay and separately records any additional costs incurred as purchase discounts. It also provides more useful information for evaluating the company’s efficiency in paying its bills. On the other hand, in gross method, the liability is not recorded at the lowest price at which it can be settled and therefore, the management is not made aware of available discounts that were not taken.								

Ch.7 problem 7.1A

a) Bank Reconciliation Statement

	Banner Inc.
	 
	 

	Bank Reconciliation 
	 
	 

	For the Month ended July 31
	 
	 

	 
	 
	 

	Balance per bank statement, July 31
	 
	$114,828 

	Add: Deposit of July 31 not added by Bank
	 
	$16,000 

	 
	 
	 

	Deduct: Outstanding Checks
	 
	 

	Check   811
	$314 
	 

	Check   625
	$625 
	 

	Check   175
	$175 
	$1,114 

	 
	 
	 

	Adjusted cash balance
	 
	$129,714 

	 
	 
	 

	Balance pre depositor 's records ,July 31
	 
	$125,568 

	Add: Notes receivable collected for US by Bank
	$4,000 
	 

	         Error on check no.821
	$396 
	$4,396 

	 
	 
	 

	Deduct: Fees
	 
	 

	              NSF check of H.Williams
	$200 
	 

	              Service charge
	$50 
	$250 

	 
	 
	 

	Adjusted Cash balance
	 
	$129,714 

	 
	 
	 




b) Journal entries

	 
	 
	 
	 

	Date
	Particulars
	Debit
	Credit

	 
	 
	 
	 

	31-Jul
	 Cash
	4396
	 

	 
	     Notes receivable
	 
	4000

	 
	     Office equipment
	 
	396

	 
	 
	 
	 

	31-Jul
	Bank Service Charge 
	50
	 

	 
	Accounts Receivable
	200
	 

	 
	              Cash
	 
	250

	 
	 
	 
	 

	 
	 
	 
	 



c) The amount of cash that should be included in the balance sheet at July 31 is the adjusted balance of $129,714
d) The balance per the company's Bank statement is often large for two reasons:
1. Records but which have not yet cleared the bank. And
2. The Bank periodically makes collections and deposits them in to thecompany's account

Ch. 8.   Problem 8.3A

1. Average Cost

	 
	Purchases
	Sold
	Balance

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Date
	Units
	Unit price
	Total
	Units
	Unit price
	Total
	Units
	Unit price
	Total

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	1-Jul
	2
	$4,950 
	$9,900 
	 
	 
	 
	2
	$4,950 
	$9,900 

	22-Jul
	3
	$5,000 
	$15,000 
	 
	 
	 
	5
	$4,980 
	$24,900 

	28-Jul
	 
	 
	 
	4
	$4,980 
	$19,920 
	1
	$4,980 
	$4,980 

	3-Aug
	3
	$5,100 
	$15,300 
	 
	 
	 
	4
	$5,070 
	$20,280 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 



Working note:

Average Cost =Total Cost of goods available for Sale / Number of Units in Inventory



2. FIFO Method



	 
	Purchases
	Sold
	Balance

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Date
	Units
	Unit price
	Total
	Units
	Unit price
	Total
	Units
	Unit price
	Total

	1-Jul
	2
	$4,950 
	$9,900 
	 
	 
	 
	2
	$4,950 
	$9,900 

	22-Jul
	3
	$5,000 
	$15,000 
	 
	 
	 
	3
	$5,000 
	$15,000 

	 
	 
	 
	 
	 
	 
	 
	5
	 
	$24,900 

	28-Jul
	 
	 
	 
	2
	$4,950 
	$9,900 
	 
	 
	 

	 
	 
	 
	 
	2
	$5,000 
	$10,000 
	 
	 
	 

	3-Aug
	 
	 
	 
	4
	 
	$19,900 
	1
	$5,000 
	$5,000 

	 
	 
	 
	 
	 
	 
	 
	3
	$5,100 
	$15,300 

	 
	 
	 
	 
	 
	 
	 
	4
	 
	$20,300 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 



3. LIFO Method


	 
	Purchases
	Sold
	Balance

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Date
	Units
	Unit price
	Total
	Units
	Unit price
	Total
	Units
	Unit price
	Total

	1-Jul
	2
	$4,950 
	$9,900 
	 
	 
	 
	2
	$4,950 
	$9,900 

	22-Jul
	3
	$5,000 
	$15,000 
	 
	 
	 
	3
	$5,000 
	$15,000 

	 
	 
	 
	 
	 
	 
	 
	5
	 
	$24,900 

	28-Jul
	 
	 
	 
	3
	$5,000 
	$15,000 
	 
	 
	 

	 
	 
	 
	 
	1
	$4,950 
	$4,950 
	 
	 
	 

	3-Aug
	3
	$5,100 
	$15,300 
	4
	 
	$19,950 
	1
	$4,950 
	$4,950 

	 
	 
	 
	 
	 
	 
	 
	3
	$5,100 
	$15,300 

	 
	 
	 
	 
	 
	 
	 
	4
	 
	$20,250 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 




Ch.9   problem 9.1A

a) The cost of plant assets includes all expenditures reasonable, necessary and directly attributablefor getting the assets to the place of use and into its working condition.


b) 

	Expenditure
	Amount
	Capital / Revenue
	A/c treatment

	 
	 
	 
	 

	Price of the Equipment
	260000
	Capitalized
	Added to plant asset cost

	Interest charges
	4500
	Revenue
	Interest expenditure

	Sales tax
	15000
	Capitalized
	Added to plant asset cost

	Freight Charges
	1000
	Capitalized
	Added to plant asset cost

	Installation cost
	5000
	Capitalized
	Added to plant asset cost

	Repairs of computer terminal
	500
	Revenue
	Repairs & Maintenance Charges

	Printing of admission brochures
	4000
	Revenue
	Advertising expenditure



c) $21000 is added to the new computing Equipment Cost.($15000+1000+5000)

d) Depreciation under Straight-Line Method 


	Date
	Account name
	Debit $
	Credit $

	 
	 
	 
	 

	1
	Depreciation Expense - Equipment
	56200
	 

	 
	    Accumulated Depreciation -Equipment
	 
	56200

	 
	 
	 
	 




Ch.10 problem 10.3A

a) Journal Entries


	Date
	Particulars
	Debit $
	Credit $

	 
	 
	 
	 

	6-Aug
	 Cash 
	12000
	 

	 
	     Notes payable
	 
	12000

	 
	 
	 
	 

	16-Sep
	 Office equipment
	18000
	 

	 
	      Notes payable
	 
	18000

	 
	 
	 
	 

	20-Sep
	  Notes payable
	12000
	 

	 
	  Interest expense (12000 * 12%*(45/360))
	180
	 

	 
	           cash
	 
	12180

	 
	 
	 
	 

	1-Nov
	 Cash 
	250000
	 

	 
	     Notes payable
	 
	250000

	 
	 
	 
	 

	1-Dec
	  Inventory
	5000
	 

	 
	      Notes payable
	 
	5000

	 
	 
	 
	 

	16-Dec
	  Notes payable
	18000
	 

	 
	  Interest expense (18000 * 10%*(3/12))
	450
	 

	 
	           Cash
	 
	450

	 
	           Notes payable
	 
	18000

	 
	 
	 
	 



b) Journal Entry

	Date
	Particulars
	Debit $
	Credit $

	 
	 
	 
	 

	31-Dec
	 Interest expense
	6428
	 

	 
	      Interest payable
	 
	6428

	 
	 
	 
	 



c) The Higherrate of interest on the new note may be associated with the increased risk of collecting in 30days the $18,000 principal plus accrued interest due.

Calculation of Interest Expenses

	Mike Swanson
	$250000 * 15% *2/12
	6250

	 
	 
	 

	Gathman corp.
	$ 5000 * 14% *1/12
	58.33333333

	 
	 
	 

	Seawald equip
	$ 18000 * 16% * (1/12)*(1/2)
	120

	 
	 
	 

	Interest expense
	$ 6250 + $ 58 + $ 120
	6428




