BUS 181 Final Exam
Fall, 2020

Module 1:  Service Business and Accounting Cycle
For the first part, we will revisit the Game of Monopoly that we played in Module 1.  Use the following Chart of Accounts for your Journal Entries:

Account # 	Account Name				Account #	Account Name			
Assets							Revenue
10		Cash					40		Rent Revenue
11		Account Receivables			41		Investment Revenue (utilities)
12		Investment - Railroads			42		Investment Revenue (Railroads)
13		Investment – Utilities			43		Go Revenue
14		Land					44		Free Parking Revenue
15		Houses					45		Other Revenue
16		Hotels					
							Expenses
Liabilities						50		Rent Expense
20		Mortgage Payable			51		Interest Expense
							52 		Tax Expense
Owner’s Equity						53		Fines and Penalties Expense
30		Common Stock				54		Repairs and Maint. Expense
31		Retained Earnings			55		Utilities Expense
32		Dividends				56		Transportation Expense (RR)
							57		Misc. Expense
							

1:  (1 Point).  Entry 1:  On January 1st, we roll a 10 and we purchase Land called Boardwalk for $400 cash.  Journalize the transaction in the correct Journal Entry format.  







2: (1 Point).  Entry 2:  On January 2nd, our opponent lands on our property and pays us $25 cash in rent revenue.  Journalize the transaction in the correct Journal Entry format. 







3:  (1 Point).  Entry 3:  On January 3rd, we draw a community chest card and must pay a penalty for not shoveling snow from Boardwalk’s sidewalk for $10 cash.  Journalize the transaction in the correct Journal Entry format.  








4:  (1 Point).  Entry 4:  On January 4th, our opponent lands on Boardwalk again and owes us another $25.  But this time, they don’t have the money to pay us now, so they tell us they will pay us later.  Journalize the transaction in the correct Journal Entry format.  








5:  (1 Point).  If we started the game with a cash balance of $2,000, after the above 4 transactions, what would our ending cash balance be?  You can show it in a T Account as well if that helps. 









For the second part, we will leave the game of Monopoly and start a snow shoveling business.  We will use the following Unadjusted Trial Balance as our starting point:
[image: ]
6:  (2 Points).  Adjusting Entry:  At the End of the Accounting Period, we inspected our supplies on hand.  We had $500 ON HAND (or remaining).  Journalize the adjusting entry necessary.  You can omit the description in the journal entry.








8:  (2 Points).  Adjusting Entry:  The wages that we will pay out for the work week ending on a Friday will be $500.  Our employees earn the same amount each day.  However, the accounting period ends of WENDSDAY of the current week, with the payment date of Friday of the same week.   Journalize the adjusting entry necessary to reflect the expense incurred in the current month.  You can omit the description in the journal entry.











9:  (4 Points).  Taking into account the impact of the 2 adjusting entries above, create an ADJUSTED Trial Balance.    The below is an editable table.  You can either use this one, or create your own in Excel and paste it in, or handwrite one.  Whatever works best for you.  Just make sure when you submit, I can clearly see your work.

	Emily and Steve Winter Services

	Adjusted Trial Balance 

	For the Year-Ended 12/31/2020 

	 
	
	
	 

	Account Number
	Account Name
	Dr. Balance
	Credit Balance

	10
	Cash
	
	 

	11
	Accounts Receivable
	
	 

	12
	Supplies
	
	 

	13
	Equipment
	
	 

	14
	Accumulated Depreciation Equipment
	
	 

	20
	Accounts Payable
	
	 

	21
	Accrued Liabilities
	
	 

	22
	Wages Payable
	
	 

	30
	Dividends
	
	 

	31
	Common Stock
	
	 

	32
	Retained Earnings
	
	 

	40
	Snow Blowing Revenue
	
	 

	41
	Ice Melting Revenue
	
	 

	50
	Wages Expense
	
	 

	51
	Supplies Expense
	
	 

	52
	Depreciation Expense - Equipment
	
	 

	53
	Miscellaneous Expense
	
	 

	 
	
	 
	 

	 
	Totals
	                          -   
	                          -   






10:  (4 Points)  Using your Adjusted Trial Balance above, draft the Income Statement for the year.  I included an editable table below.  You can either use this one, or create your own in Excel and paste it in, or handwrite one.  Whatever works best for you.  Just make sure when you submit, I can clearly see your work.
 
	Emily and Steve Winter Services

	Income Statement

	For the year-ended 12/31/2020

	 
	
	
	 

	 
	
	
	 

	
	
	
	

	
	
	
	

	 
	
	
	 

	 
	
	
	 

	 
	
	
	 

	 
	
	
	 

	 
	
	
	 

	 
	
	
	 

	 

	 
	
	
	 

	 
	 
	 
	 



11:  (4 Points)  Using your same information from above, draft the Retained Earnings statement for the year.  You can use the simple one we completed in Module 1.  I included an editable table below.  You can either use this one, or create your own in Excel and paste it in, or handwrite one.  Whatever works best for you.  Just make sure when you submit, I can clearly see your work.
 
	Emily and Steve Winter Services

	Retained Earnings Statement

	For the year-ended 12/31/2020

	 
	
	
	 

	 
	
	
	 

	 
	
	
	 

	 
	
	
	 

	 
	
	
	 

	 
	
	
	 

	 
	
	
	 

	 
	
	
	 

	 

	 
	
	
	 

	 
	 
	 
	 


12:  (4 Points)  Using your same information from above, draft the Balance Sheet for the year.    I included an editable table below.  You can either use this one, or create your own in Excel and paste it in, or handwrite one.  Whatever works best for you.  Just make sure when you submit, I can clearly see your work.

 
	Emily and Steve Winter Services

	Balance Sheet

	For the year-ended 12/31/2020

	 
	
	
	 

	 
	
	
	 

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	 
	
	
	 

	 
	
	
	 

	 
	
	
	 

	 
	
	
	 

	 
	
	
	 

	 
	
	
	 

	 

	 
	
	
	 

	 
	 
	 
	 







Module 2:  Merchandising and Receivables 
11:  (4 Points).  Work Out Chicago is a merchandiser.  They buy exercise equipment directly from Nordic Trac and then sell to end consumers.  
On November 14, Work Out Chicago Purchased $10,000 in equipment from Nordic Track on Account, terms 2/10, n/30.  The equipment cost Nordic Track 7,000.  
On November 20th, Work Out Chicago paid Noric Track the amount owned.
Identify the Buyer and the Seller, and make the necessary journal entries on November 14th and on November 20th.


BUYER_________________








SELLER_________________








12:  (6 Points).  
Ugly Christmas Sweaters is a merchandising business.  They buy and sell Christmas Sweaters.  We know the following:
					# of Sweaters		$ Per Sweater
Beginning Inventory			200			$50
BUY					150			$55
SELL					160			$100

IF we use FIFO, calculate the following (you are welcome to use the following table as we did in class, but you are not required to):
	Purchases
	 
	Sales
	 
	Ending Inventory

	Items
	Per Unit $
	Items
	Per Unit $
	Items
	Per Unit $

	 
	
	
	
	
	 

	 
	
	
	
	
	 

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	 
	
	
	
	
	 

	 
	
	
	
	
	 

	 
	
	
	
	
	 

	 
	
	
	
	
	 

	 
	
	
	
	
	 

	 
	 
	 
	 
	 
	 



Sales Revenue:
Cost of Goods Sold:
Gross Profit:
Ending Inventory:




IF we use LIFO, calculate the following (you are welcome to use the following table as we did in class, but you are not required to):
	Purchases
	 
	Sales
	 
	Ending Inventory

	Items
	Per Unit $
	Items
	Per Unit $
	Items
	Per Unit $

	 
	
	
	
	
	 

	 
	
	
	
	
	 

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	 
	
	
	
	
	 

	 
	
	
	
	
	 

	 
	
	
	
	
	 

	 
	
	
	
	
	 

	 
	
	
	
	
	 

	 
	 
	 
	 
	 
	 



Sales Revenue:
Cost of Goods Sold:
Gross Profit:
Ending Inventory:




IF we use WEIGHTED AVERAGE, calculate the following (you are welcome to use the following table as we did in class, but you are not required to):
	Purchases
	 
	Sales
	 
	Ending Inventory

	Items
	Per Unit $
	Items
	Per Unit $
	Items
	Per Unit $

	 
	
	
	
	
	 

	 
	
	
	
	
	 

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	 
	
	
	
	
	 

	 
	
	
	
	
	 

	 
	
	
	
	
	 

	 
	
	
	
	
	 

	 
	
	
	
	
	 

	 
	 
	 
	 
	 
	 



Sales Revenue:
Cost of Goods Sold:
Gross Profit:
Ending Inventory:



13:  (6 Points) Peloton Company has a large Accounts Receivable balance.  They currently use the % of Sales method to account for Bad Debt (I called this stinky customers).  They have asked the BUS 181 class from the Fall, 2020 to perform some calculations and advise Management.  We know the following information:
Total Sales for the Year:			$12,000,000
Accounts Receivable Balance			$2,000,000
Current Allowance Balance:			$100,000 CREDIT
% of Sales Historically uncollectible:		½ of 1%

If we dig into the Accounts Receivable portfolio a bit more, we can separate it into the following buckets:

Bucket					Balance				Historically Uncollectible
Current					750,000			1%
0 – 60 days past due			500,000			5%
60 – 90 days past due			600,000			7%
OVER 90				150,000			8%

Using the current % of Sales Method, journalize the Adjusting Entry AND provide the ending balance in the Allowance Account.  If you want to use a T Account to help you, that might help.  You can omit the description in the journal entry.



ENTRY:


Ending Balance:






Using the analysis of receivables, journalize the Adjusting Entry AND provide the ending balance in the Allowance Account.  If you want to use a T Account to help you, that might help.  You can omit the description in the journal entry.




ENTRY:


Ending Balance:






14:  (2 Points).  We spent some time discussing and completing a Cash Account Reconciliation.  In your own words, what is the objective of the Cash Account Reconciliation?  Why is it important to complete timely and accurately?











Module 3:  Fixed Assets, Liabilities and Equity

15:  (6 Points).  We think that the online market will continue to increase, and we decide to start a delivery service business.  And in fact, we are hired by Amazon as a subcontractor.   We purchase a delivery van for $120,000 cash.  In working through some estimates, we think it will have a useful life of 5 years, or 200,000 miles, and an ending residual value of $20,000.

IF we decide to use Straight Line Depreciation, draft a journal entry for Year 1 and for Year 2 to record the depreciation on the delivery van.  You can omit the description in the journal entry.


Calculations:  





Year 1 Entry:


Year 2 Entry:






IF we decide to use the Double Declining method, draft a journal entry for Year 1 and for Year 2 to record the depreciation on the delivery van.  You can omit the description in the journal entry.


Calculations:  





Year 1 Entry:


Year 2 Entry:




IF we decide to use the Units of Output method, draft a journal entry for Year 1 and for Year 2 to record the depreciation on the delivery van.  Assume we drove the van for a whopping 175,000 miles in Year 1, and 45,000 miles in Year 2.  You can omit the description in the journal entry.
 
Calculations:  




Year 1 Entry:


Year 2 Entry:



16:  (2 Points).  You all did a fantastic job working through the Accounting for Payroll in class.  In your own words, what is the difference between Gross and Net Wages?  Describe some of the withholdings that are deducted from your pay.  Why did we cover this material in the current liabilities chapter?












Bonds
Lifetime Fitness wants to raise lots of capital.  They decide to raise money via issuing a bond on January 1, 2020.  We know the following:

Face Value:			$250,000
Contract (Coupon) Rate		6.5%
Effective Rate:			6%
Life:				5-Years
Semiannual Payments
Present Value of the Bond:	255,333.

17:  (1 Point).  Is this Bond issued at a Premium or a Discount?





18:  (2 Points).  What is the Journal Entry Required when the Bond is First Issued?  You can omit the description in the journal entry.





19:  (2 Points).  Calculate the CASH AMOUNT of the Interest Payments each payment made and calculate the INTEREST EXPENSE we would record each payment.



Cash Payment:


Interest Expense:






Equity:

20:  (1 Point).  Calculation.  X Sport Fitness as 750,000 shares authorized in the Charter, and they have 200,000 shares Issued and 20,000 shares in Treasury Stock.   When the Company declares a dividend, how many shares of stock will the dividend be paid over?  Another way of saying:  what would be the denominator in the Dividends Per Share calculation?



Calculation: 






21:  (1 Point).  Calculation.  Underamour issued 10,000 shares of 5% Preferred Stock with a Par Value of $10 per share when the market price was $25 per share.  When the Company declares a cash dividend, what is the maximum amount PER SHARE that each shareholder will receive?



Calculation: 




22:  (2 Points).  On September 10th, Orange Theory issued 25,000 shares of Common Stock for Cash, with a Par Value of $1 for $5 each.  They also issued 10,000 shares of 1% Preferred Stock, with a Par Value of $1 for $10 each.   Journalize the Entry for the issuance of the shares:


Common Stock:


Preferred Stock:




image1.png
Emily and Steve Winter Services
Unadijusted Trial Balance
For the year-ended 12/31/2020

Account Number Account Name Dr. Balance Credit Balance
10 Cash 7,000 -
1 Accounts Receivable 1,000 -
12 Supplies 2,000 -
13 Equipment 5,000
14 Accumulated Depreciation Equipment 2,000
20 Accounts Payable - 1,000
21 Accrued Liabilities - 300
2 Wages Payable 200
30 Dividends 2,000
31 Common Stock 10,000
2 Retained Earnings 550
40 Snow Blowing Revenue 2,400
a1 Ice Melting Revenue 2,000
50 Wages Expense 500
51 Supplies Expense 650
52 Depreciation Expense - Equipment 200
53 Miscellaneous Expense 100

Totals 18,450 18,450





