SOLUTIONS TO BRIEF EXERCISES

BRIEF EXERCISE 4-1

The steps in using a worksheet are performed in the following sequence:
(1) prepare a trial balance on the worksheet, (2) enter adjustment data,
(3) enter adjusted balances, (4) extend adjusted balances to appropriate
statement columns and (5) total the statement columns, compute net
income (loss), and complete the worksheet. Filling in the blanks, the
answers are 1, 3, 4, 5, 2.

The solution to BRIEF EXERCISE 4-2 is on page 4-9.

BRIEF EXERCISE 4-3

Income Statement Balance Sheet
Account Dr. Cr. Dr. Cr.
Accumulated Depreciation X
Depreciation Expense X
Owner’s Capital X
Owner’s Drawings X
Service Revenue X
Supplies X
Accounts Payable X
BRIEF EXERCISE 4-4
Dec. 31 Service REVENUE ..........ccvvvviiiiiiiiiieeeeee e, 50,000
INCoOmMe SuMMmary .......cooocevviiiviiieicceieeannn, 50,000
31  INCOME SUMMAIY ...civiiiiiiiiii e 34,000
Salaries and Wages Expense.................. 27,000
Supplies EXpense........cccooeiviiiiiiiiiiieceennnns 7,000
31  INCOME SUMMAIY .....ccuuiiiiiiiiiieiiieeee e 16,000
Owner’s Capital .....................coooin, 16,000
31 Owner’s Capital..............cooeiviiiiiiiii e, 2,000
Owner’s Drawings.............cccceevvvvvvineennnnnn. 2,000
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CLAYTON COMPANY

Worksheet
Adjusted Income Balance
Trial Balance Adjustments Trial Balance Statement Sheet
Account Titles Dr. Cr. Dr. Cr. Dr. Cr. Dr. Cr. Dr. Cr.
Prepaid Insurance 3,000 (a) 1,800 1,200 1,200

¢-¥ 3AS104d3aX3 43149



BRIEF EXERCISE 4-5

Salaries and Wages

Expense

Income Summary

Service Revenue

Bal.

27,000](2) 27,000

Supplies Expense

(2) 34,000](1) 50,000
(3) 16,000
50,000 50,000

Owner’s Capital

(1) 50,000

Bal. 50,000

Owner’s Drawings

Bal. 7,000|(2) 7,000 (4) 2,000|Bal. 30,000 Bal. 2,000({(4) 2,000
(3) 16,000
Bal. 44,000
BRIEF EXERCISE 4-6
July31 Service Revenue.......c..ccccoeiveviiiiieiiiii e 16,400
INncome SuMmMary .......ccooeeeveivviieeieeeeeenn, 16,400
31  INCOME SUMMAIY ....uiiiiiiiiiiiieei e 10,700
Salaries and Wages Expense.................. 8,200
Maintenance and Repairs Expense......... 2,500
Service Revenue
Date Explanation Ref. Debit Credit Balance
7/31 Balance 16,400 16,400



7/31  Closing entry 16,400 0
Salaries and Wages Expense

Date  Explanation Ref. Debit Credit Balance

7/31 Balance 8,200 8,200

7/31  Closing entry 8,200 0



BRIEF EXERCISE 4-6 (Continued)

Maintenance and Repairs Expense

Date  Explanation Ref. Debit Credit Balance
7/31 Balance 2,500 2,500
7131 Closing entry 2,500 0

BRIEF EXERCISE 4-7
The accounts that will appear in the post-closing trial balance are:

Accumulated Depreciation
Owner’s Capital

Supplies

Accounts Payable

BRIEF EXERCISE 4-8
The proper sequencing of the required steps in the accounting cycle is as follows:

Analyze business transactions.
Journalize the transactions.

Post to ledger accounts.

Prepare a trial balance.

Journalize and post adjusting entries.
Prepare an adjusted trial balance.

ok whE



7. Prepare financial statements.
8. Journalize and post closing entries.
9. Prepare a post-closing trial balance.

Filling in the blanks, the answers are 4, 2,8,7,5, 3, 9, 6, 1.



BRIEF EXERCISE 4-9

1. SeIrVICE REVENUE ... 870
Accounts Receivable ... 870

2.  Accounts Payable ($1,750 — $1,570) ....ccoooeeeeiiiiiiiiiii. 180
SUPPHIES o 180

BRIEF EXERCISE 4-10

HAMIDI COMPANY
Partial Balance Sheet

Current assets

S N e ————— $ 4,100
DEDt INVESTMENTS ... 6,700
ACCOUNES FrECEIVADIE ... 12,500
SUPPHIES .. 5,200
Prepaid INSUIANCE........coovii e 3.600

Total CUITENT ASSELS ...vcvieiiiee e $32.100

BRIEF EXERCISE 4-11

CL_ Accounts payable CL_ Income taxes payable
CA_ Accounts receivable LTI Debt investments (long-term)

PPE Accum. depreciation—buildings PPE Land
PPE Buildings CA_Inventory



SOLUTIONS TO PROBLEMS

PROBLEM 4-1B

IA Patents
pplies

CA Su

pyrights

CA Cash

IA Co
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(a)

MICHAEL PEVNICK, P.I.
Worksheet

For the Quarter Ended March 31, 2014

Adjusted Income
Account Titles Trial Balance Adjustments Trial Balance Statement Balance Sheet
Dr. Cr. Dr. Cr. Dr. Cr. Dr. Cr. Dr. Cr.

Cash 11,400 11,400 11,400
Accounts Receivable 5,620 (e) 1,030 6,650 6,650
Supplies 1,050 (a) 570 480 480
Prepaid Insurance 2,400 (d) 600 1,800 1,800
Equipment 30,000 30,000 30,000
Notes Payable 10,000 10,000 10,000
Accounts Payable 12,350 12,350 12,350
Owner’s Capital 20,000 20,000 20,000
Owner’s Drawings 600 600 600
Service Revenue 13,620 (e) 1,030 14,650 14,650



PROBLEM 4-1B (Continued)

(b) MICHAEL PEVNICK, P.I.
Income Statement
For the Quarter Ended March 31, 2014

Revenues
SErviCe reVENUE..........ccoeeeeiiiiiiieieieeeee $14,650
Expenses
Salaries and wages exXpense........ccceeeeeeeeeeenn.. $2,200
Travel eXPeNSe .....cocuviviieiiiieieie e 1,300
ReNt EXPENSE.....iiviiiiiii e 1,200
Depreciation eXPense ........cccevvveveiieveiineeennnnnn. 800
INSUranCe EXPENSE........oeeuniiuniiiieieeieeeeeeeeenn 600
Supplies eXpense.......ccoccvveeeeiiiieciiin e 570
INterest eXPeNSEe......c.oviviiiiiieieeee e 300
Miscellaneous expense ..........cccceeveveiieeeennnnnn. 200
Total eXpPenses.......ccooovviieiiiiieiiiiieeeei, 7,170
=] ] g [o0] 1 = 20 $ 7,480
MICHAEL PEVNICK, P.I.
Owner’s Equity Statement
For the Quarter Ended March 31, 2014
Owner’s Capital, January 1....................ccccvvveeeeeen. $ 0
Add: Investmentbyowner................ccccccc $20,000
NEt INCOME ... 7,480 27,480
27,480
LesSs: DrawingsS ......ccooeeviiiiiiiiiieeeeieeeeei e 600
Owner’s Capital, March 31 ...................iiiiinnnn. $26.880
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PROBLEM 4-1B (Continued)

MICHAEL PEVNICK, P.I.
Balance Sheet
March 31, 2014

Assets
Current assets
Cash. ... $11,400
Accounts receivable .................ccooi 6,650
SUPPHIES .o, 480
Prepaid insSurancCe..........c.cccceeeeveiieeeiiiee e, 1,800
Total current assets ........ccovvveeeveeneeennnn.. $20,330
Property, plant, and equipment
Equipment ..., 30,000
Less: Accumulated depreciation—
equUIPMENt ... 800 29,200
Total assets.........cccoevevveiiiiiii e, $49,530
Liabilities and Owner’s Equity
Current liabilities
Notes payable...........ccccceeeeiiiiiiiiie, $10,000
Accounts payable .............cccoeiiiiini, 12,350
Interest payable...........cccoooiiiii, 300
Total current liabilities .............ccoeveen.... $22,650
Owner’s equity
Owner’s capital.................ccoooeiiiiiiin 26,880
Total liabilities and owner’s
L<T0 U1 Y2 $49,530
(c) Mar.31 Supplies EXpense.......c.cccoeeveviveinneennnnn, 570
Supplies.....ccooiiiiiii 570
31 Depreciation Expense........c.c.ccccceeeen. 800
Accumulated Depreciation—
Equipment ..........oooiiiiiiiiiinn, 800
31 Interest EXpense........cccccovveeiiiininiennnnn. 300
Interest Payable ... 300
31 Insurance EXpPense.........cccccceeveevnneennnnn. 600
Prepaid Insurance..........cccccccee.... 600
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PROBLEM 4-1B (Continued)

Mar. 31 Accounts Receivable
Service Revenue

(d) Mar.31 Service Revenue
Income Summary

31 Income Summary
Travel Expense
Salaries and Wages Expense
Rent Expense
Insurance Expense
Depreciation Expense
Supplies Expense
Interest Expense
Miscellaneous Expense

31 Income Summary
Owner’s Capital

31 Owner’s Capital
Owner’s Drawings
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1,030

14,650

1,300
2,200
1,200

600
800
570
300
200

7,480
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PROBLEM 4-2B

(@) GREENWOOD COMPANY
Partial Worksheet
For the Year Ended December 31, 2014
Adjusted Income Balance

Account Trial Balance Statement Sheet
No. Titles Dr. Cr. Dr. Cr. Dr. Cr.
101 Cash 18,800 18,800
112 Accounts Receivable 16,200 16,200
126 Supplies 2,300 2,300
130 Prepaid Insurance 4,400 4,400
157 Equipment 46,000 46,000
158 Acc. Depr.—Equip. 20,000 20,000
200 Notes Payable 20,000 20,000
201 Accounts Payable 8,000 8,000
212 Salaries and Wages

Payable 2,600 2,600
230 Interest Payable 1,000 1,000
301 Owner’s Capital 26,000 26,000
306 Owner’s Drawings 12,000 12,000
400 Service Revenue 87,800 87,800
610 Advertising Expense 10,000 10,000
631 Supplies Expense 3,700 3,700
711 Depreciation Expense 8,000 8,000
722 Insurance Expense 4,000 4,000
726 Salaries and Wages

Expense 39,000 39,000
905 Interest Expense 1,000 1,000

Totals 165,400 165,400 65,700 87,800 99,700 77,600
Net Income 22,100 22,100
Totals 87,800 87,800 99,700 99,700
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PROBLEM 4-2B (Continued)

(b)

GREENWOOD COMPANY
Income Statement
For the Year Ended December 31, 2014
Revenues
SEIVICE rEVENUE. . ... e $87,800
Expenses
Salaries and wages expense...........cceceeeeeee.. $39,000
Advertising eXpense ........cccceevevveiiieeeiiineeennnn. 10,000
Depreciation eXpense ........cccoeevevvieeeevveeeennnn. 8,000
INSUranCe eXPeNSE......ccvvviiieieiiiiieieeieeaaenns 4,000
Supplies exXpense......cccooveieeiiiiievii e, 3,700
INterest eXPENSE......c.cvvviiiiiiiiiie e 1,000
Total exXpenses.......ccovveviviiiiieiiiiieeeennnn, 65,700
NEt INCOME ... oo $22,100
GREENWOOD COMPANY
Owner’s Equity Statement
For the Year Ended December 31, 2014
Owner’s Capital, January 1..................ccooii i, $26,000
Add: NetINCOME ....cou i 22,100
48,100
LeSS: DraWingS ....cocuuiiiiii i 12,000
Owner’s Capital, December 31..................ccooiiii i, $36,100
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PROBLEM 4-2B (Continued)

GREENWOOD COMPANY
Balance Sheet
December 31, 2014

Assets
Current assets

SUPPHES .concee e,

Prepaid insSurancCe..........c.cccceeeeveiieeeiiiee e,

Total current assets .........cccceeevveveeennnn.

Property, plant, and equipment

Equipment ...,
Less: Accumulated depreciation—

equUIPMENt ...

Total assets.........cccoevevveiiiiiii e,

Liabilities and Owner’s Equity
Current liabilities
Notes payable.......ccccooiiiiii,
Accounts payable ........cccociiiiiiii,
Salaries and wages payable.........................
Interest payable...........cccoooiiiii,
Total current liabilities ..........................
Long-term liabilities
Notes payable.......ccccooooiiiii,
Total liabilities...........ccccoeveviiiiiiiiiineeenn.
Owner’s equity
Owner’s capital.................ccoooeiiiiiiin
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$18,800
16,200
2,300
4,400
$41,700
46,000
20,000 26,000
$67,.700
$5,000
8,000
2,600
1,000
$16,600
15,000
31,600
36,100
$67,.700
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PROBLEM 4-2B (Continued)

(c)

General Journal J14
Date Account Titles and Explanation Ref Debit Credit

Dec. 31 Service ReVeNUE .........cccceeveeeveiiinnnnnn. 400 87,800
Income Summary.........ccoeeeeunnnene 350 87,800

31 Income SUMMary .......cccccevveneinneennnennn. 350 65,700
Advertising Expense.................. 610 10,000
Supplies Expense .......c...ccceuun.... 631 3,700
Depreciation Expense................ 711 8,000
Insurance Expense. .................... 722 4,000
Salaries and Wages Expense.... 726 39,000
Interest EXpense .......ccceveevneenn. 905 1,000

31 Income Summary ......ccccccoeeeieenneennennnn. 350 22,100
Owner’s Capital.......................... 301 22,100

31 Owner’s Capital..............cccooeeveiiinnnnnnn. 301 12,000
Owner’s Drawings...................... 306 12,000

(d)

Owner’s Capital No. 301
Date Explanation Ref. Debit Credit Balance
Jan. 31 Balance v 26,000 26,000
Dec. 31 Closing entry J14 22,100 48,100
31 Closing entry J14 12,000 36,100
Owner’s Drawings No. 306
Date Explanation Ref. Debit Credit Balance
Dec. 31 Balance v 12,000 12,000
31 Closing entry J14 12,000 0
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PROBLEM 4-2B (Continued)

Income Summary No. 350

Date Explanation Ref. Debit Credit Balance
Dec. 31 Closing entry J14 87,800 87,800
31 Closing entry J14 65,700 22,100

31 Closing entry J14 22,100 0
Service Revenue No. 400

Date Explanation Ref. Debit Credit Balance
Dec. 31 Balance v 87,800 87,800
31 Closing entry J14 87,800 0
Advertising Expense No. 610

Date Explanation Ref. Debit Credit Balance
Dec. 31 Balance v 10,000 10,000
31 Closing entry J14 10,000 0
Supplies Expense No. 631

Date Explanation Ref. Debit Credit Balance
Dec. 31 Balance v 3,700 3,700
31 Closing entry J14 3,700 0
Depreciation Expense No. 711

Date Explanation Ref. Debit Credit Balance
Dec. 31 Balance v 8,000 8,000
31 Closing entry J14 8,000 0
Insurance Expense No. 722

Date Explanation Ref. Debit Credit Balance
Dec. 31 Balance v 4,000 4,000
31 Closing entry J14 4,000 0
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PROBLEM 4-2B (Continued)

Salaries and Wages Expense No. 726
Date Explanation Ref. Debit Credit Balance
Dec. 31 Balance v 39,000 39,000
31 Closing entry J14 39,000 0
Interest Expense No. 905
Date Explanation Ref. Debit Credit Balance
Dec. 31 Balance v 1,000 1,000
31 Closing entry J14 1,000 0
(e) GREENWOOD COMPANY
Post-Closing Trial Balance
December 31, 2014
Debit Credit
CaASN . e $18,800
Accounts Receivable............ccc..ooiiiiiiinn. 16,200
SUPPHIES oo 2,300
Prepaid INSUrancCe..........cc.cocoeeeiieevie e, 4,400
EQUIPMENt ... 46,000
Accumulated Depreciation—
EQUIPMENT .. ... $20,000
Notes Payable.........ccccccooviiiiiiiiie e, 20,000
Accounts Payable.............c.ooii 8,000
Salaries and Wages Payable................cccceeeeee. 2,600
Interest Payable .............ccooooiiiiiiii 1,000
Owner’s Capital .................ccooooiiiii . 36,100
$87,700 $87,700
Copyright © 2013 John Wiley & Sons, Inc. ~ Weygandt, Accounting Principles, 11/e, Solutions Manual  (For Instructor Use Only) 4-18



PROBLEM 4-3B

(@) S. NIHO COMPANY
Income Statement

For the Year Ended December 31, 2014

Revenues
SErVICE rEVENUE. ......vvvveeeeeeeeeeeeeeeeeirvireeeeenns $46,000
Expenses
Salaries and wages expense...................... $35,200
Maintenance and repairs expense............. 4,400
Utilities eXpense.........cccoevveviviieeiiiiieeeiie e 4,000
Depreciation eXpense ........cccoevveevieeeeinnennnns 2,800
INSUranCe eXPENSE......cceevvvvviiiieieeieiieenn 1,200
Total eXpenses......cccooevveeeeviiiiieiiineeens 47,600
NEtIOSS ..o, $(1.600)
S. NIHO COMPANY
Owner’s Equity Statement
For the Year Ended December 31, 2014
Owner’s Capital, January 1......................cc.e $30,000
Add: Additional investment by owner............. 4,000
34,000
LeSS: NELIOSS ...ovvviviiiiiiiiieeieeeeeeeeeeeeeveveeeveveeeeeee $1,600
Drawings .....cccoveviiiiiiiiiiieeeie e 7,200 8,800
Owner’s Capital, December 31........................... $25,200
S. NIHO COMPANY
Balance Sheet
December 31, 2014
Assets
Current assets
CaSN e $6,200
Accounts receivable ............cccc.cciiiiennnnn. 7,500
Prepaid iNnSurance............ccvvveineeieeviineene, 1,800
Total current assets ..........cccoeeeeeiiennnnn $15,500
Property, plant, and equipment
EqQUIpMENt ... 33,000
Less: Accumulated depreciation—
eqUIPMENT ... 8,600 24,400
Total assets.......ccoovevveveiii i $39,900
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PROBLEM 4-3B (Continued)

S. NIHO COMPANY
Balance Sheet (Continued)
December 31, 2014

Liabilities and Owner’s Equity
Current liabilities

Accounts payable ...........cccccevvveieivieiiiiinnnn, $11,700
Salaries and wages payable....................... 3,000
Total current liabilities ...........cc..ocoeo.. $14,700
Owner’s equity
Owner’s capital.................cccoeeii i, 25,200
Total liabilities and owner’s
EUILY ..o $39,900
(b)
General Journal
Date Account Titles Ref. Debit Credit
Dec. 31 Service Revenue .......ccccoveveiviiiiiiinannns 400 46,000
Income Summary ..........coceevnenn. 350 46,000
31 Income Summary ........ccccovveiviineinnennn. 350 47,600
Maintenance and Repairs
EXpense ......ccoevviiiiiieice, 622 4,400
Depreciation Expense............... 711 2,800
Insurance Expense.................... 722 1,200
Salaries and Wages Expense... 726 35,200
Utilities Expense...........cccceee.. 732 4,000
31 Owner’s Capital.....................oeeennn. 301 1,600
Income Summary ......ccc.occeeeee. 350 1,600
31 Owner’s Capital................................. 301 7,200
Owner’s Drawings..................... 306 7,200
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PROBLEM 4-3B (Continued)

C
© Owner’s Capital No. 301 Maintenance and Repairs
12/31 1,600 12/31 Bal. 34,000 Expense No. 622
12/31 7,200 12/31 Bal. 4,400 | 12/31 4,400
12/31 Bal. 25,200
Depreciation Expense No. 711
Owner’s Drawings  No. 306 12/31Bal.  2,800]12/31 2,800
12/31 Bal. 7,200 | 12/31 7,200
Insurance Expense No. 722
Income Summary  No. 350 12/31Bal.  1,200]12/31 1,200
12/31 47,600 12/31 46,000
12/31 1,600
47,600 47,600 Salaries and Wages Expense  No. 726
12/31 Bal. 35,200 | 12/31 35,200
Service Revenue No. 400
12/31 46,000(12/31 Bal. 46,000 Utilities Expense  No. 732
12/31 Bal. 4,000 [12/31 4,000
(d) S. NIHO COMPANY
Post-Closing Trial Balance
December 31, 2014
Debit Credit
(02 1] o T $ 6,200
Accounts Receivable.........cccooviviiiiiiiiiiine 7,500
Prepaid INSUrancCe..........ccoccoeveiiieiie e, 1,800
EQUIPMENt ... 33,000
Accumulated Depreciation—Equipment........... $ 8,600
Accounts Payable..........ccc.ccooviiiiiin e, 11,700
Salaries and Wages Payable..........ccccccoooevvnnnnnnn. 3,000
Owner’s Capital ...............cccooiviiiii e, 25,200
TOtalS oo $48,500 $48,500
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(a)

AVALON AMUSEMENT PARK

Worksheet

For the Year Ended September 30, 2014

Adjusted Income
Account Titles Trial Balance Adjustments Trial Balance Statement Balance Sheet
Dr. Cr. Dr. Cr. Dr. Cr. Dr. Cr. Dr. Cr.
Cash 41,400 41,400 41,400
Supplies 18,600 (a) 16,400 2,200 2,200
10,900 10,900
Prepaid Insurance 31,900 (b) 21,000 80,000 80,000
Land 80,000 120,000 120,000
Equipment 120,000
Accumulated Depreciation—
Equipment
36,200 (c) 6,000 42,200 42,200
Accounts Payable
14,600 14,600 14,600
Unearned Ticket Revenue
3,700 (d) 2,700 1,000 1,000
Mortgage Payable 50,000
50,000 50,000
Owner’s Capital 109,700
109,700 14,000 14,000 109,700
Owner’s Drawings
14,000
Ticket Revenue 280,200
277,500 (d) 2,700 105.000 280,200
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PROBLEM 4-4B (Continued)

(b)

AVALON AMUSEMENT PARK
Balance Sheet
September 30, 2014

Assets
Current assets
(OF=1] o [T $41,400
Supplies.....ooooiiii 2,200
Prepaid insurance..............cc....... 10,900
Total current assets ............ $ 54,500
Property, plant, and equipment
7= o Vo [ 80,000
Equipment .......cccoeeeeeeeeeieeeeeiennnns $120,000
Less: Accum. depreciation—
equipment ...........oceeeeeee 42,200 /7,800 _157,800
Total assets...........ccceeeeenenn. $212,300
Liabilities and Owner’s Equity
Current liabilities
Mortgage
payable (due in 2015).............. $15,000
Accounts payable ....................... 14,600
Interest payable............c.....o....... 4,000
Property taxes payable............... 3,000
Unearned ticket
FEVENUE ...c.vveeeeeie e 1,000
Total current liabilities ........ $ 37,600
Long-term liabilities
Mortgage payable........................ 35,000
Total liabilities...................... 72,600
Owner’s equity
Owner’s capital
($109,700 + $44,000 — $14,000) ...... 139,700
Total liabilities and
owner’s equity ................. $212,300
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PROBLEM 4-4B (Continued)

(c) Sept.30 Supplies EXpense.....ccccccccceeviveiiiienennnn. 16,400
Supplies ..., 16,400
30 Insurance EXPense ..........cccoeeveveiennnnnns 21,000
Prepaid Insurance .............cccc....... 21,000
30 Depreciation Expense...........cccceeveeenn. 6,000
Accumulated Depreciation—
Equipment...........ccoooieiiiiieninnnn, 6,000
30 Unearned Ticket Revenue ................... 2,700
Ticket Revenue............ooooevvvvnennn. 2,700
30 Property Tax EXpense ..........ccovevvveennnns 3,000
Property Taxes Payable............... 3,000
30 Interest EXPeNnSe .....ccccovvviviiiiniiinnninnns 4,000
Interest Payable............................ 4,000
(d) Sept.30 Ticket Revenue.........cccoooeevviieiinninennnnnn. 280,200
Income Summary ........ccooeeeveeennnn. 280,200
30 Income SuMmary ......ccccceevveiviinneennnnnnnns 236,200
Salaries and Wages Expense....... 105,000
Maintenance and Repairs
EXPENSE ... 30,500
Insurance Expense...........cc.......... 21,000
Property Tax Expense.................. 21,000
Supplies Expense...........ccccceeeeee. 16,400
Utilities Expense.........ccccoeevvvnieens 16,900
Interest EXpense.......ccccevvvvevnnnnnn. 10,000
Advertising Expense.................... 9,400
Depreciation Expense.................. 6,000
30 Income Summary........cccooeeeiiiiiieeennnnnns 44,000
Owner’s Capital ............................ 44,000
30 Owner’s Capital.............ccoooevvviiiiinnnnnns 14,000
Owner’s Drawings......................... 14,000
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PROBLEM 4-4B (Continued)

(e) AVALON AMUSEMENT PARK
Post-Closing Trial Balance
September 30, 2014

Debit Credit
CaASN e $ 41,400
SUPPHIES oo 2,200
Prepaid INSUrancCe..........cccooeeveivieeiiee e, 10,900
LaNd ..o 80,000
EQUIPMENT. ..., 120,000
Accumulated Depreciation—Equipment........... $ 42,200
Accounts Payable..............ccoooiiiiiiii e, 14,600
Interest Payable .............coooiiiiiiiii e 4,000
Property Taxes Payable .............cccoooeeiiiiiinnnn. 3,000
Unearned Ticket Revenue...........ccccooovvviiieennnnnnn. 1,000
Mortgage Payable..........ccccccoiiiiiiiiiiiiin e, 50,000
Owner’s Capital ................cooeeiiiiiii 139,700

$254,500  $254.500
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PROBLEM 4-5B

(a)

General Journal J1
Date Account Titles and Explanation Ref. Debit Credit

Mar. 1 Cash....ii e, 101 10,000
Owner’s Capital......................... 301 10,000

1 Equipment ........oooiiiiiiii e 157 6,000
Cash.. 101 3,000
Accounts Payable ..................... 201 3,000

3 SUPPHES ..o, 126 1,200
Accounts Payable ..................... 201 1,200

5 Prepaid Insurance...........cccoeceveeeennnnnns 130 1,200
Cash..ooovii 101 1,200

14 Accounts Receivable..........ccccovvennnns 112 4,800
Service Revenue ..........cccceeun.... 400 4,800

18 Accounts Payable ..........c....ccooeveeennn. 201 2,000
Cash ..o 101 2,000

20 Salaries and Wages Expense............ 726 1,800
Cash ..o 101 1,800

21 Cash..ooiii 101 1,400
Accounts Receivable................. 112 1,400

28 Accounts Receivable.........cccoevvenene. 112 2,500
Service Revenue ..........cccceeen.... 400 2,500

31 Gasoline EXpense ........cccccceeveeeveennnnnn. 633 200
Cash..oooiii 101 200

31 Owner’s Drawings..........cccccoeeeeveennnnnn. 306 700
Cash..oooiiii 101 700

Copyright © 2013 John Wiley & Sons, Inc.
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(b)&(c) SHAW’S CARPET CLEANERS
Worksheet

For the Month Ended March 31, 2014

(penuUNUOD) 9s-¥ W31904d

Adjusted Income
Account Titles Trial Balance Adjustments Trial Balance Statement Balance Sheet
Dr. Cr. Dr. Cr. Dr. Cr. Dr. Cr. Dr. Cr.
Cash 2,500 2,500 2,500
Accounts Receivable 5,900 (a) 500 6,400 6,400
Supplies 1,200 (d) 950 250 250
Prepaid Insurance 1,200 (c) 100 1,100 1,100
Equipment 6,000 6,000 6,000
Accounts Payable 2,200 2,200 2,200
Owner’s Capital 10,000 10,000 10,000
Owner’s Drawings 700 700 700



PROBLEM 4-5B (Continued)

(@), (&) & (f)

Cash No. 101

Date Explanation Ref. Debit Credit Balance
Mar. 1 J1 10,000 10,000
1 J1 3,000 7,000

5 J1 1,200 5,800

18 J1 2,000 3,800

20 J1 1,800 2,000

21 J1 1,400 3,400

31 J1 200 3,200

31 J1 700 2,500
Accounts Receivable No. 112

Date Explanation Ref. Debit Credit Balance
Mar. 14 J1 4,800 4,800
21 J1 1,400 3,400

28 J1 2,500 5,900

31 Adjusting J2 500 6,400
Supplies No. 126

Date Explanation Ref. Debit Credit Balance
Mar. 3 J1 1,200 1,200
31 Adjusting J2 950 250
Prepaid Insurance No. 130

Date Explanation Ref. Debit Credit Balance
Mar. 5 J1 1,200 1,200
31 Adjusting J2 100 1,100
Equipment No. 157

Date Explanation Ref. Debit Credit Balance
Mar. 1 J1 6,000 6,000



PROBLEM 4-5B (Continued)

Accumulated Depreciation—Equipment No. 158

Date Explanation Ref. Debit Credit Balance
Mar. 31 Adjusting J2 300 300
Accounts Payable No. 201

Date Explanation Ref. Debit Credit Balance
Mar. 1 J1 3,000 3,000
3 J1 1,200 4,200

18 J1 2,000 2,200
Salaries and Wages Payable No. 212

Date Explanation Ref. Debit Credit Balance
Mar. 31  Adjusting J2 550 550
Owner’s Capital No. 301

Date Explanation Ref. Debit Credit Balance
Mar. 1 J1 10,000 10,000
31 Closing J3 3,900 13,900

31 Closing J3 700 13,200
Owner’s Drawings No. 306

Date Explanation Ref. Debit Credit Balance
Mar. 31 J1 700 700
31 Closing J3 700 0
Income Summary No. 350

Date Explanation Ref. Debit Credit Balance
Mar. 31 Closing J3 7,800 7,800
31 Closing J3 3,900 3,900

31 Closing J3 3,900 0



PROBLEM 4-5B (Continued)

Service Revenue No. 400

Date Explanation Ref. Debit Credit Balance
Mar. 14 J1 4,800 4,800
28 J1 2,500 7,300

31 Adjusting J2 500 7,800

31 Closing J3 7,800 0
Supplies Expense No. 631

Date Explanation Ref. Debit Credit Balance
Mar. 31 Adjusting J2 950 950
31 Closing J3 950 0
Gasoline Expense No. 633

Date Explanation Ref. Debit Credit Balance
Mar. 31 J1 200 200
31 Closing J3 200 0
Depreciation Expense No. 711

Date Explanation Ref. Debit Credit Balance
Mar. 31 Adjusting J2 300 300
31 Closing J3 300 0
Insurance Expense No. 722

Date Explanation Ref. Debit Credit Balance
Mar. 31 Adjusting J2 100 100
31 Closing J3 100 0
Salaries and Wages Expense No. 726

Date Explanation Ref. Debit Credit Balance
Mar. 20 J1 1,800 1,800
31 Adjusting J2 550 2,350

31 Closing J3 2,350 0



PROBLEM 4-5B (Continued)

(d)

SHAW'’S CARPET CLEANERS
Income Statement
For the Month Ended March 31, 2014

Revenues
SEIVICE rEVENUE ....ceveeeeeeee e $7,800
Expenses
Salaries and wages exXpense............cceeeeue.... $2,350
Supplies exXpense .......ccoovveiviveiiine i, 950
Depreciation eXpense.........cccoeeevvvvieeeeeineennns 300
Gasoline exXpense ......cccoovveeviviiiieviicn e, 200
INSUranCe eXPEeNSE .......cocevveeeieeniiiieineeneennn. 100
Total eXpenses......cccoeevvviiiiviieeeeiiieeeeas 3,900
NEt INCOME.....ccvniiiii e 3,900
SHAW’S CARPET CLEANERS
Owner’s Equity Statement
For the Month Ended March 31, 2014
Owner’s Capital, March 1..................ccooeieiiiiinnnnns $ 0
Add: INVESIMENTS .......cvevvviiieeiiiiiiiiiieee e, $10,000
Net INCOME........c.oveiiiiiie e, 3,900 13,900
13,900
Less: DrawingsS.......ccooveveiiiiiiiiii e 700
Owner’s Capital, March 31....................coeeeenen. $13,200
SHAW’S CARPET CLEANERS
Balance Sheet
March 31, 2014
Assets
Current assets
CaASN e $2,500
Accounts receivable............cccccooiiiiiiien, 6,400
18] o] o] 1= 1S TSN 250
Prepaid iINSUrance..........ccoooeovvvviiiieeieeiinneene, 1,100
Total current assets..........ccevvvviieeneenns $10,250



PROBLEM 4-5B (Continued)

SHAW’S CARPET CLEANERS
Balance Sheet (Continued)
March 31, 2014

Assets (Continued)
Property, plant, and equipment

EQUIPMENT.....uuuiiiiiiii e $6,000
Less: Accumulated depreciation—
eqQUIPMENT ... 300 5,700
Total assets .......cccceeviiiiiiiiii s $15,950
Liabilities and Owner’s Equity
Current liabilities
Accounts payable..........ccccccoeeieiiiiii, $2,200
Salaries and wages payable .......................... 550
Total current liabilities.................cc......... $ 2,750
Owner’s equity
Owner’s capital .................ccoooiiiiiii 13,200
Total liabilities and owner’s equity ........ $15,950
(e)
General Journal J2
Date Account Titles and Explanation Ref. Debit Credit
Mar. 31  Accounts Receivable ........................ 112 500
Service Revenue.........ccccocceee. 400 500
31 Depreciation EXpense...........cccceeeeeee. 711 300
Accumulated Depreciation—
Equipment.............ccooeeeennnnn. 158 300
31 Insurance EXpense.......c.cccceveviinneennn. 722 100
Prepaid Insurance..................... 130 100
31 Supplies Expense......cccccoovivviiiiinnnnne. 631 950
SUpplies ...ccoovvevviiiii 126 950
31 Salaries and Wages Expense............ 726 550
Salaries and Wages Payable.... 212 550



PROBLEM 4-5B (Continued)

(f)
General Journal J3
Date Account Titles and Explanation Ref. Debit Credit
Mar. 31 Service Revenue.........ccccoeeeevvevvnnnnnnnn. 400 7,800
Income Summary.........ccceceuuneee. 350 7,800
31 Income SuUMmMary ......cccoovveivieniennnnnnnns 350 3,900
Salaries and Wages Expense... 726 2,350
Depreciation Expense............... 711 300
Insurance Expense ................... 122 100
Supplies Expense. ...........cccuun.... 631 950
Gasoline Expense...........c......... 633 200
31 Income Summary......cccccceeveevneennnnennn. 350 3,900
Owner’s Capital........................ 301 3,900
31 Owner’s Capital.................coeevvinnnn 301 700
Owner’s Drawings..................... 306 700
(9) SHAW’S CARPET CLEANERS
Post-Closing Trial Balance
March 31, 2014
_Debit ~_Credit
CaS e $ 2,500
Accounts Receivable ..., 6,400
SUPPHIES .o 250
Prepaid INSUranCe .........cccccceeeviieeiie e, 1,100
EQUIPMENt......ccoi e, 6,000
Accumulated Depreciation—Equipment .......... $ 300
Accounts Payable .........c...cccooeiiiiiiin 2,200
Salaries and Wages Payable ..................c.......... 550
Owner’s Capital ..............c.ooooviiiiii e, 13,200
$16.250 $16,250



CHAPTER REVIEW

Preparing a Worksheet

1.

6.

(L.O. 1) The steps in preparing a worksheet are:

Prepare a trial balance on the worksheet.

Enter the adjustments in the adjustments columns.

Enter adjusted balances in the adjusted trial balance columns.

Extend adjusted trial balance amounts to appropriate financial statement columns.

Total the statement columns, compute the net income (or loss), and complete the worksheet.

cooow

A worksheet is a multiple-column form that may be used in the adjustment process and in preparing
financial statements. The basic form of a worksheet consists of the following columns:

. . ) Adjusted Income
Account Titles  Trial Balance Adjustments  Tral Balance  Statement Balance Sheet
Dr. Cr. _Dr. Cr. Dr. Cr. Dr. Cr. Dr. Cr.

For each account in the worksheet, the amount in the adjusted trial balance columns is equal to the
account balance that will appear in the ledger after the adjusting entries have been journalized and
posted.

After the worksheet has been completed the statement columns contain all data that are required for the
preparation of financial statements. The income statement is prepared from the income statement
columns, and the owner’s equity statement and balance sheet are prepared from the balance sheet
columns.

Using a worksheet accountants can prepare financial statements before adjusting entries are journalized
and posted.

A worksheet is not a journal and it cannot be used as a basis for posting to ledger accounts.

Closing Entries

7.

10.

11.

(L.O. 2) Closing entries formally recognize in the ledger the transfer of net income (or loss) and
owner’s drawings to owner’s capital as shown in the owner’s equity statement.

Journalizing and posting closing entries is a required step in the accounting cycle.

The drawing, revenue, and expense accounts are temporary (nominal) accounts. Asset accounts, liability
accounts, and the owner’s capital account are permanent (real) accounts.

A temporary account, Income Summary, is used in closing revenue and expense accounts to minimize
the amount of detail in the permanent owner’s capital account.

In closing the books of a proprietorship:

a. Debit each revenue account for its balance, and credit Income Summary for total revenues.

b. Debit Income Summary for total expenses, and credit each expense account for its balance.

c. Debit Income Summary, and credit Owner’s Capital for the amount of net income; conversely, credit
Income Summary and debit Owner’s Capital if a net loss exists.

d. Debit Owner’s Capital for the balance in the Owner’s Drawings account and credit Owner’s Drawings
for the same amount.



Post-Closing Trial Balance

12. (L.O. 3) After all closing entries have been journalized and posted, a post-closing trial balance is

prepared. The purpose of this trial balance is to prove the equality of the permanent account balances
that are carried forward into the next accounting period.

Steps in the Accounting Cycle

13.

14.

(L.O. 4) The required steps in the accounting cycle are:

Analyze business transactions.

Journalize the transactions.

Post to ledger accounts.

Prepare a trial balance.

Journalize and post adjusting entries: Deferrals/Accruals.

Prepare an adjusted trial balance.

Prepare financial statements: Income statement, Owner’s equity statement, Balance sheet.
Journalize and post closing entries.

Prepare a post-closing trial balance.

TT@ e oo T

A reversing entry is the exact opposite of an adjusting entry. The preparation of reversing entries is an
optional bookkeeping procedure that is not a required step in the accounting cycle.

Correcting Entries

15.

16.

(L.O. 5) Errors that occur in recording transactions should be corrected as soon as they are discovered
by preparing correcting entries. Correcting entries:

a. are unnecessary if the records are free of errors.

b. are journalized and posted whenever an error is discovered.

c. may involve any combination of balance sheet and income statement accounts.

To determine the correcting entry, it is useful to compare the incorrect entry with the correct entry, and
then make a correcting entry. Another approach is to reverse the incorrect entry and then prepare the
correct entry.

Classified Balance Sheet

17.

(L.O. 6) Financial statements become more useful when the elements are classified into significant
subgroups. A classified balance sheet generally has the following standard classifications:

Liabilities and

Assets Owner’s Equity

Current assets Current liabilities

Long-term investments Long-term liabilities

Property, plant, and Owner’s equity

equipment

Intangible assets
Assets
18. Current assets are assets that a company expects to convert to cash or use up within one year or its

19.

operating cycle, whichever is longer. Current assets are listed in the order of their liquidity.

The operating cycle of a company is the average time that it takes to purchase inventory, sell it on
account, and then collect cash from customers.



20. Long-term investments are generally investments in stocks and bonds of other companies that are
normally held for many years.

21. Property, plant, and equipment are assets with relatively long useful lives that a company is currently
using in operating the business.

22. Intangible assets do not have physical substance yet often are very valuable.
Liabilities

23. Current liabilities are obligations that the company is to pay within the coming year.
24. Long-term liabilities are obligations that a company expects to pay after one year.

Owner’s Equity

25. The content of the owner’s equity section varies with the form of business organization. In a
proprietorship, there is one capital account. In a partnership, there are separate capital accounts for each
partner. For a corporation, owners’ equity is called stockholders’ equity and it consists of two accounts:
Capital Stock and Retained Earnings.

Form of Balance Sheet

26. A balance sheet is most often presented in report form with the assets shown above the liabilities and
owner’s equity. It may also be presented in account form with the assets section placed on the left and
the liabilities and owner’s equity section on the right.

Reversing Entries

*27. (L.O. 7) A reversing entry is made at the beginning of the next accounting period. The purpose of
reversing entries is to simplify the recording of a subsequent transaction related to an adjusting entry.

*28. Reversing entries are most often used to reverse two types of adjusting entries: accrued revenues and
accrued expenses.



