Problem 4.4A:
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6. Pass the journal entry to record accrued concessions revenue for the month of August as
follows

[Dates [Description [Post ref[Debit(s) _|Credit(s)
31-Aug|Accrued concessions revenue 52,700
Concessions reveme 52700
(To record the accrued
|concessions revenue)

In the above entry, accrued concessions account is an asset account which shows revenue
eamed but not received for the month of August, when any asset is increased then such
asset account is debited, hence accrued concessions revenue account is debited.

Concessions revenue account shows revenue eamed during the month of August and it was
transferred to accrued concessions revenue account because payment of such revenue is not
received til date, therefore concessions revenue account is credited.
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7. Pass the joumal entry to outstanding salaries of the employees for the month of August as
follows:

[Dates_[Description [Post ref[Debit(s) _|Credit(s)
31-Aug|Salary expense 52,040
outstanding salaries 52,040
|(To record the outstanding.
|salaries of the employees for the
jmonth of august)

In the above entry, salary for the month of August was not paid to the employees, hence a
liability account is created called outstanding salaries account, and therefore outstanding

calsriae arraint ie rraditad
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8. Pass the journal entry to record the outstanding income tax expenses for the month of
August as follows:

Dates _[Description [Post ref. Debit(S) _|Credit(S)
31-Aug|lncome tax expenses $5.040
Tncome tax payable $5.040
(To record the outsanding
income tax for the month of
|august)

In the above entry, income tax expenses for the month of August was not paid, therefore a
liability account called income tax payable is created. hence it was credited. Income tax
expense shows the amount of income tax due for payment for the month of August, hence it
was not paid it is transferred to the income tax payable account, thus income tax expenses
were debited.
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9. Adjusting entries are the entries that are passed at the year-end but before the finalization
of the books of accounts. These entries are passed in order to make necessary adjustment

of the transactions that involve accruals and deferrals

As utilty expenses bills are received in the month of August and it was also recorded in the

‘concemed accounts, 50 there is no need for passing the adjusting entry in this case.
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b.
1

As utilty bils are received on monthly basis and it was also recorded every month in the
books of accounts. Starting from January till August 31 eight utiity expenses bills were

received, s0

cight month|

balance on August 31

2

of the utlties, expenses bill are included in the unadjusted trial

Depreciation expenses for every month were recorded through an adjusting entry at the end
of each month and in the unadjusted trial balance, depreciation for the month of August is not

adjusted

Therefore, depreciation expenses for August are not included while calculating unadjusted

depreciation included in the trial balance. So, starting from January till July 31 [seven months|

of depreciation expenses is included in the unadjusted trial balance.
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3.
Accumulated depreciation expenses on building for every month were recorded through an
adjusting entry at the end of each month and in the unadjusted trial balance accumulated
depreciation for the month of August was not adjusted.

Therefore, accumulated depreciation expenses for August is not included while calculating
unadjusted depreciation included in the trial balance. Calculate number of months of which
‘accumulated depreciation included in the unadjusted trial balance of august 31

‘Nuber of months included = [A:cumulaltd depreciation till dal:]

Depreciation expenses per month
_(__s16.800

5840 per month
=20 mnonths

Thus, number of months in which accumulated depreciation included in unadjusted assets is
[20 months]
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Income tax payable is the amount due to the goverment as direct taxes on the amount of
Profit eamed by the company in a year which is payable in the near future. Income tax
expenses show the amount of tax recognized from beginning ill the end of current year.

In this problem also income tax expenses recognized till july 31 is 548,000 and the income
tax payable is just 55,688 the reason for this, the income tax payable account shows amount
yet to be paid to the government and income tax expenses shows income tax recognized till
date.
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Adjusting entries are the entries that are passed at the year-end in order to make necessary
‘adjustments for the accruals and deferrals adjustments. Joumalize the following transactions
s shown below.

1. Pass the journal entry to adjust prepaid film rental expenses for the month of August as

follows:
[Dates | Description Post ref.|Debit(S) | Credit(S)
31-Aug|Film rental expenses 518,240
Prepaid film rentals $18,240
(To record film rental
expenses for the month of
august)

In the above-mentioned entry, film rental expenses were paid before they occurred, therefore
a prepaid account is created on the balance sheet to adjust those prepaid film rental
expenses account, film rental expenses account is debited and the prepaid account is

credited.
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Pass the joumnal entry to record depreciation expenses for the month of August as follows

[Dates[Description

[31-Aug|Depreciation(Building)
| Accumlated Depreciation

5840 |

(To depreciation expenses for
the month of august are
|recorded)

In the above entry, accumulated depreciation account is created and it i a liability account,
allthe liabiliies are of credit nature, thus accumulated depreciation account is created.
Depreciation account is debited because depreciation of the current month s transferred to

‘accumulated depreciation account.
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Working Notes
Calculate the amount of depreciation expenses incurred during the month of august:

Depreciation incurre - —
estimated life of asset 12

7[ 5201600 1 )
24 months
5840

[ total asset value |]

Hence, depreciation expenses for the month of august comes out to be [S840)
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3. Pass the journal entry to record depreciation expenses of fumiture and fixtures for the
month of august as follows

[Dates [Description [Post ref.|Debit(S) _|Credit(s)
51-Aug|Depreciation(Furniture) 5720
Accumiated Depreciation 5720
|(To depreciation expenses for
\the month of august are
recorded)

In the above entry, accumulated depreciation account is created and it i a liability account,
allthe liabiliies are of credit nature, thus accumulated depreciation account is created.

Depreciation account is debited because depreciation of the current month s transferred to
‘accumulated depreciation account.

Wor

g Notes:
Calculate a number of depreciation expenses on fumiture and fixtures incurred during the
month of August:

Depreciation expenses

(Tmalnswl\valuc |]

estimated life of asset 12

=( 43,200 xl]
60 months 12
=$720

The total depreciation expense is $720.
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4. Pass the journal entry to record the interest expenses for the month of August as follows:

[Dates _[Description [Post ref.|Debit(S) _|Credit(s)
31-Aug|latrest expense 51800
Tntrest payable 1800
(T record the intrest
\expenses for the month of
|august)

Interest payable is a liability account which shows interest expenses were due but not paid
since itis liability account it is credited in the above entry. Interest expenses show interest
due for payment since it was not paid so the interest expenses were transferred to interest
payable account, therefore it was debited in the above-mentioned entry.
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5. Pass the joumal entry to adjust advance admission fees received from YMCA s follows

Dates _[Description [Post ref.|Debit(S) _|Credit(S)
31-Aug|Uneamed adumission fees 5600
‘Admission fees 5600
(To record advance admission
foes for the month of august)

Here, uneamed admission fees or advance fees received is  liability account which shows
‘advance received for work not yet done, in the above entry unearmed admission fees for the.
month of August is debited because admission fees are due for August month

Admission fees show the amount due for collection since it was received earlier so the
‘admission fees were adjusted from uneamed admission fees, therefore it was credited in the
‘above-mentioned entrv.

Calculate a number of admission fees due for the month of August as follows

Ad

fees due = [Toml fees paidx ;]

o]

=$600




