BUS 181 Final Exam Review — Fruits and Vegetables Day!
Fall, 2020
Module 1

In January, 2020, we have a feeling that 2020 will be a doozie — and many people will be stuck in their
homes cleaning out their closets. As such, we start a storage company called Bananas. Our customers
can rent locked rooms to store their personal belongings.

We hire the BUS 181 class to create a Chart of Accounts. They came up with the following:

101 Cash 200 Accounts Payable 400 Storage Fees Earned

102 Accounts Receivable 201 Wages Payable

103 Office Supplies 500 Depreciation Exp Buildings
104 Prepaid Insurance 300 Common Stock 201 Salaries Expense

105 Buildings 301 Retained Earnings 502 Insurance Expense

106 Accumulated Dep. Buildings 302 Dividends 503 Rent Expense

504 Office Supplies Expense
503 Repairs Expense
507 Telephone Expense

1: On January 1%, we invested $100,000 in cash in exchange for Common Stock in the Business.
Journalize the transaction in the correct Journal Entry format.

itezs  neojor Cas (00,060
oL . 300 (ommed ocle j00, 000

Neac. Tavhal  jnvesiment 1n Ak Business .

2: On January 2", we purchased $3,000 of supplies for cash. Journalize the transaction in the correct
Journal Entry format.

||z |toto DC. 63 05w gi‘(é"i‘i3 A,960
L. 10y Cgan B PR

Nse  Porchast Supg lies




3: On January 4™, we pay $7,000 cash for a 12-month Insurance Policy. Journalize the transaction in the
correct Journal Entry format.

\[d[zozo pe |04 Prc‘me Tsorant€ 7] 00o0
o o Cusn 7,000

DesC Pyvpnased |4 pn T Wsw mnie Poliey

4: 0n January 5™, we collected $9,000 cash from customers for rental fees. Journalize the transaction in
the correct Journal Entry format.

|50 DL DI (asn  do0b
at. {oo 5%@!3( Vs Eavved 9,080

NS 5‘«)%{@6 Fees

5: On January 6, the copy machine broke, and we had to repair it. The repairs cost $1,000, but instead
of cash, we put the balance on Account. Journalize the transaction in the correct Journal Entry format.

elto M5D3 Pepavs Evpense 1,009
U 100 Provats P%qub\a 106G

Desc. Repaw (Y Machie




6: On January 29", a second customer rented space from us for 1,000. However, the customer doesn’t
have the cash to pay us now, so we agree that they will pay us in February. Journalize the transaction in
the correct Journal Entry format.

L4]te DL W frecomts Pecewable 1,000
(. 4oo  Drade fees Eawvved 1,009

hw 5¢, ﬂ{omcj{ Fees  Eavved

7: On January 29", we paid salary expense of $20,000. Journalize the transaction in the correct Journal
Entry format.

zalto pe. 7o) Salany Expense 10,009
. ]0| (asn Z/Oib(ib

et ijg,L éa\\p\t&,s Lpende




PART 2 — After we post all of the above Journal Entries for the month, the unadjusted trial balance looks
like the following:

Bananas Company
Unadjusted Trial Balance
For the Month Ended 1/31/2020

101 Cash 79,000

102 Accounts Receivable 1,000

103 Office Supplies 3,000

104 Prepaid Insurance 7,000

105 Buildings

106 Accumulated Dep. Buildings

200 Accounts Payable 1,000
201 Wages Payable

300 Common Stock 100,000
301 Retained Earnings

302 Dividends

400 Storage Fees Earned 10,000
500 Depreciation Exp Buildings

201 Salaries Expense 20,000

502 Insurance Expense

503 Rent Expense

504 Office Supplies Expense

503 Repairs Expense 1,000
507 Telephone Expense
Totals 111,000 111,000

8: Adjusting Entry: Using the above Unadjusted Trial Balance, we go out and take a look at our supplies.
We actually have $2,000 left (or on hand). Journalize the transaction in the correct Journal Entry

format. A ol e
- . Y = @ ¢
ng.Q@ 2 l((}(gu “DOU s
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9: Adjusting Entry: We have earned another $500 in storage fees that have not been billed yet to
customer. Journalize the transaction in the correct Journal Entry format.

A di DR Mecouwds  Peecwable 500
) T, &7 LT =
ue. 4ol j@acﬁc beess Eavvu

Tan . ok Movia 3“‘;@,--«;{@(_ fees

10: After making the necessary adjustments to the accounts for the above 2 adjusting entries, calculate
the Adjusted Trial balance:

Bananas Company
Adjusted Trial Balance
For the Month Ended 1/31/2020

101 Cash 79,000

102 Accounts Receivable , p Sl

103 Office Supplies 7,00 O

104 Prepaid Insurance =0 o0

105 Buildings :

106 Accumulated Dep. Buildings

200 Accounts Payable i 660
201 Wages Payable |

300 Common Stock j00 e
301 Retained Earnings !

302 Dividends

400 Storage Fees Earned 10,560
500 Depreciation Exp Buildings

201 Salaries Expense 20, 000

502 Insurance Expense

503 Rent Expense

504 Office Supplies Expense 000

503 Repairs Expense | !OOO

507 Telephone Expense

Totals I\ 250()- |\Il,5bc e




11: Using the Adjusted Trial Balance you created above, draft out the following statements:

Bananas Company
Income Statement
For the Month Ended 1/31/2020

?Cvégfémﬁ Fees Bavned 10,500
s 5
E"‘P‘;’;‘SM%} E~Pense ZDEDZZ
DA éuPP ¢S bepenX itooo | |
TRepaws ELpense | st
“Total  Fypenses 77,
— =B Cil,ﬁc:.o\

Bananas Company
Retained Earnings Statement
For the Month Ended 1/31/2020

Be% € O

Nt Intowe
= Ne)f LoSD
= BW\M’\J/S
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Bananas Company
Balance Sheet
For the Month Ended 1/31/2020

@ef’ Lidb i 1hheS
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12: Which of the Accounts in the Adjusted Trial Balance above would you close out in the Closing
Process? These were also called Temporary Accounts.

5.5;0-\415@ Fees  Eoanedk O swplics Expend

Sa\aries  Eepenst Pepans Expense

13: Throughout the class, | consistently grouped the Accounts into the following 6 Categories:

Assets
Liabilities
Owner’s Equity
Dividends
Revenues
Expenses

Which Categories have Normal Debit Balances and which Accounts have Normal Credit Balances? |
called this DEAD vs NOT DEAD.

Normal Debit Balance

Epenses s sers B‘)v\ﬁ”b{%

Normal Credit Balance

Ligbilities OwAU™S 26\5\ N Pevendes,




Module 2
14: Broccoli Company buys merchandise from Strawberry Corporation.

On February 1%, Broccoli Company bought 1,000 on Account, terms 2/10, n/30 from Strawberry
Corporation. The merchandise had a cost of $300 to Strawberry Corporation.

On February 2"%, Broccoli Company paid the amount due.

Identify the Buyer and the Seller, and make the necessary journal entries on February 1* and Februarv

2", 060 4 A4%T0 = = qv0
) : Taventor 130
BUYER @JV/O CCO\l Zht Rt Pl o \{ s
L. frects. Pay Aole .
desc. Pordhuscd WMo
_ ¥O
Zlz fects. Payable 1
e . Casn q10
bvse.  Payk amoont Ave,

2 | z[v bt faks Feccwdole  9%0
SELLER W&w‘a@f\{ W Sals Pevandt ayo
. (p5x of  (Goods SOA 300
L MUth Taventon|  56°
N~ . Sclh MLt an hise
243 ph. Caswn O,

U Atcounts Peceiv. 80

NS Cofeeded  Cudh.



15: Who Pays the shipping charges if a sale is made FOB Destination?

802 Lenst. of Seller

Se\ler “Pw$§

Kale Inc. is a merchandising business. They buy and sell vegetable juicers. We know the following:

# of ltems S Per Item
Beginning Inventory 50 $25
BUY 60 S23
SELL 70 $50
BUY 75 $20
SELL 80 $50

16: 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  Endinginventory
Iltems Per Unit $ Items Per Unit$ Items Per Unit $
s o 12 |
s S e
o 5 50 @& c
Lo ® &> |
= = T e
o 2 25 yo ® 3
15 20O Ho o 23
15 & 26 |
qo & >
i = i’ 6 0() @
Sales Revenue: = HO ,c“ Lo ; % : 5 e
- +%0 5 = (T4
Cost of Goods Sold: (’70 +3 \ #50 = 7’
(5,430
Gross Profit: —
4,070

Ending Inventory: — ﬁ,—loo (35\’-50)

(ol = L& =+=g35 - 1250

yo * 5 7 q10
5 IO 7 400
D * R

3,430



17: 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 : “"
Iltems Per Unit$ ltems Per Unit $ ltems Per Unit$
56 & 15 r
W @ o o e >
Lo & 5
O o 3 7 i
o Py 5 HO @ 5
O : 1O & Z5
75 & 20 T — %?05:_0'0
3 25 35 Cb "(.7/5
_ ¢0a5
Sales Revenue: (7O *?)D\ ts5o = 1,500 = 1 -33@
Cost of Goods Sold: { & e (z5 7 1°°
-—-—""_-—_-—_— .
Gross Profit: L’ : 'Z/"‘ 5 7 5 i TEH Ly Z(;?
Ending Inventory: _ . = & 75 = '
315 | /"/5;
(35+25 | -

18: 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): % E\/e(\' BU‘{ - P—CC a\(;u\u \'6. |

(150 F J.S‘SD)
{50 yLe)

(450.40 ¥ 1,509

Purchases §
ltems Per Unit $ ltems Per Unit$ Iltems Per Unit$
506 » Z5
WO & 3 Ho @ 7,35‘t|7
; 70 @ 25.41___ 4o o 3.4\
40 0 U3 350 U3
Sales Revenue: (70 4’(50\ ~ SD ‘_7!500 R
Cost of Goods Sold: C 3 i D LR 50}
Gross Profit: - L‘ ’ E ‘ 705-0
Ending Inventory: L3 ) el _ -
SrTl3) = gy Lo
CoG 5 -
_70 \{_a’B‘C}t\ = IJJ??B.:?O
%0 wz1 3 = 1708, ¥O

1,708, 0
3,392 ,50



19: Critical Thinking: Which Inventory Method results in the largest tax liability? Why is this different
than the example we did in class?

I M eqampley, LIFO wodldk ﬂwﬂk e |ardest
ok Wb, This example 15 w4 perivd oF

Sl Pries) 25 te 3 o 20
=




20: Grapefruit Corporation uses the aging of receivables method to calculate bad debt expense. The
accounts receivable balance is $450,000 and credit sales are $1,000,000. An aging of accounts receivable

shows that approximately 7% of the outstanding receivables will be uncollectible. A A ék ¢ fevin\ \N
g of 190 pf
What adjusting entry will Grapefruit Corporation will make if the Allowance for Doubtful Accounts has a

credit balance of $1,500 before adjustment? ,/’ 50, oGO
What will be the ending balance in the Account? ¥ R
— (

2|,500  5YoV LD pe !

ENTRY: . Pad Debt Eyperne. 30860
(e Mlowance 3020

Ending Balance:

2,560

21: Grapefruit Corporation uses the % of sales method to calculate bad debt expense. The accounts
receivable balance is $450,000 and credit sales are $1,000,000. An aging of accounts receivable shows
that approximately 7% of the outstanding receivables will be uncollectible.

What adjusting entry will Grapefruit Corporation will make if the Allowance for Doubtful Accounts has a

credit balance of $1,500 before adjustment? i ,O“U,'OGO
What will be the ending balance in the Account? ) { 07;
L

2,50 % v

ENTRY: L. Bad Debd E*Fp@nj.e Z,500

o _A’\\OLQC\:V\LQ_ Zi:)’oD
Ending Balance: A\\Q\A}@V\(Q
e

H,0L0




Module 3:

Kiwi Company purchases a tractor for $500,000 in Year 1. We think it will last for 10 years or 250,000
miles and have a residual value of $50,000.

22: 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 tractor

" - 501‘30(‘1 |
(‘)/C)Ur ¢4} \\ o 1//_5;(300 1\!C€3~"—

Calculations:

1O

435,000

Year 1 Entry: DC. qufe,cmm EXpinse
1|5, 000

e ALLU‘M\)\' Deprec.

Year2Entrv: . Depwecakion Etpens? RPN
. Af(’,gu.q/\d\d_ b(p L{jl OO




23: 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 tractor.
[ 500,00% + (070 = [0Q0O0 Ho0,000

j . i
Calculations:  |D = |p9e FZ':ZO?O 2 {00,000 *r 6% = §0,080 32/0{060

Year1Enry: OF- Degvecnhion Pupense. 100,000

ok . Accomolkrd Dy 100,000
Year 2 Entry: b—({' DCP‘/{C‘W\{\“V\ l?*ﬂ BOjQOQ
B [.\uumg\mwk N, ‘Z(}ioi}b

24: |F 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 deliveryvan. Assume we drove the tractor for 25,000 miles in year 1 and

30,000 miles in year 2. tralfer l -
/ )
Calculations: - , . L5 b0 ?)o.t‘)bO
\‘C:( 0,000 50,86 : / iy
Fae =500, teoy o pLgomile « o * LTO
o> :
(50, ¢{5 000 {L{,bﬁb

Year 1 Entry: f.. bﬂ()ﬂ&oés\\m Eif- Hs)ba‘o W
G- pgpominsed Dep- Y5002

Year 2 Entry: bL . bﬁpfa\ﬁk\’\w\ E‘(\p 5-4 fOOU
o hoomdard . 540




25: What do we have to be super careful about when using the units of output method? This is similar
to one of the exercises you had in Cengage:

Tray oo dond depreaare /@6_\_\2‘0 Ao residoal

VAN

Bonds
Squash Company decides to raise money via issuing a bond on January 1, 2020. We know the following:

Face Value: $50,000,000
Contract (Coupon) Rate 7%

Effective Rate: 9%

Life: 10-Years

Semiannual Payments
Present Value of the Bond: 43,495,895.

26: Is this Bond issued at a Premium or a Discount?

Usc oot

27: What is the Journal Entry Required when the Bond is First Issued?

ileo de cash - 43495, 895
DL Dooent (g 504, 105

(. Bonds  Payable, 50,860,500




28: Calculate the CASH AMOUNT of the Interest Payments each payment made and calculate the
INTEREST EXPENSE we would record each payment.

Cash Payment: _ 50{@(}0} 000
. 190 117 50,000 1
L

Interest Expense:

- 0,504,105

ce. Niscon€ 315,205 __:_____f__—-—
(k. Cash | /750,000 375 105

Equity:

29: What is the difference between Authorized / Issued / Outstanding Stock?

‘[)YU)(V\DM"\Z-Q(L =k o Ahe b-\l luvos
Tasned s S0 Yo Paslic
O\A%\'L\V\A\vy = Tssued s “Teeasory




30: Pumpkin Corporation issued 100,000 shares of $5 Par Common Stock for $7.50 per share and 50,000
shares of 5% Preferred Stock, with a Par Value of $10 for $25 each. Journalize the Entry for the issuance
of the shares:

Common Stock: DL Caﬁv\ 7 50;‘300
o (ymman Stock 510,060
(e Mdgonal fad..... 250,000
Preferred Stock:
D Casly |, 230,000

C(L-\ﬁ(@%\/yfﬂg‘\ ok 5’&5,605
M-Wn%rt}\/\d\?lal‘.)‘\”mg 750,060

31: If the Company pays a cash dividend of $60,000 in year 1 (so there are not any dividends in arrears,
how much will each shareholder receive?

Tota ) = (90,000

Preferred Stock:

= [0 45T 150,000 = Hbgo’{w:s

Common Stock:




