CHAPTER 4

Completing the Accounting Cycle

ASSIGNMENT CLASSIFICATION TABLE

Brief A B
Learning Objectives Questions  Exercises Do It! Exercises  Problems Problems
1. Prepare a worksheet. 1,23, 1,2,3 1 1,2,3,5, 1A, 2A, 3A, 1B, 2B, 3B,
4,5 6, 17 4A, 5A 4B, 5B

2. Explain the process 6,7, 11, 4,5,6 2 4,7, 8, 1A, 2A, 3A, 1B, 2B, 3B,
of closing the books. 12 11,19 4A, BA 4B, 5B

3. Describe the content and 8,9 7 4,7,8 2A, 3A, 2B, 3B,
purpose of a post-closing 4A, BA 4B, 5B
trial balance.

4. State the required steps 10, 11, 12 8 10, 19 5A 5B
in the accounting cycle.

5. Explain the approaches 13 9 12,13 6A
to preparing correcting
entries.

6. ldentify the sections of a 14, 15,16, 10,11 3,4 3,9, 14,15, 1A 2A, 3A, 1B, 2B, 3B,
classified statement of 17,18, 19 16, 17 4A, 5A 4B, 5B
financial position.

*7. Prepare reversing entries. 10, 20, 21 12 18, 19

*Note: All asterisked Questions, Exercises, and Problems
chapter.

relate to material contained in the appendix to the
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ASSIGNMENT CHARACTERISTICS TABLE

Problem Difficulty  Time Allotted
Number Description Level (min.)
1A Prepare worksheet, financial statements, and adjusting Simple 40-50

and closing entries.

2A Complete worksheet; prepare financial statements, Moderate 50-60
closing entries, and post-closing trial balance.

3A Prepare financial statements, closing entries, and post- Moderate 40-50
closing trial balance.

4A Complete worksheet; prepare classified statement of Moderate 50-60
financial position, adjusting and closing entries, and
post-closing trial balance.

5A Complete all steps in accounting cycle. Complex 70-90

6A Analyze errors and prepare correcting entries and trial Moderate 40-50
balance.

1B Prepare worksheet, financial statements, and adjusting Simple 40-50

and closing entries.

2B Complete worksheet; prepare financial statements, Moderate 50-60
closing entries, and post-closing trial balance.

3B Prepare financial statements, closing entries, and post- Moderate 40-50
closing trial balance.

4B Complete worksheet; prepare classified statement of Moderate 50-60
financial position, adjusting and closing entries, and
post-closing trial balance.

5B Complete all steps in accounting cycle. Complex 70-90

Comprehensive Problem: Chapters 2 to 4
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WEYGANDT FINANCIAL ACCOUNTING, IFRS Version, 2e
CHAPTER 4
COMPLETING THE ACCOUNTING CYCLE

Number LO BT Difficulty Time (min.)
BE1 1 K Simple 2-4
BE2 1 AN Moderate 6-8
BE3 1 C Simple 3-5
BE4 2 AP Simple 3-5
BES 2 AP Simple 4—-6
BEG6 2 AP Simple 6-8
BE7 3 C Simple 2-4
BES8 4 K Simple 3-5
BE9 5 AN Moderate 4-6
BE10 6 AP Simple 4-6
BE11 6 C Simple 3-5
BE12 7 AN Moderate 4-6
DIl 1 C Simple 4-6
DiI2 2 AP Simple 2-4
DI3 6 AP Simple 6-8
Dl4 6 C Simple 4-6
EX1 1 AP Simple 12-15
EX2 1 AP Simple 10-12
EX3 1,6 AP Simple 12-15
EX4 2,3 AP Simple 12-15
EX5 1 AN Simple 10-12
EX6 1 AN Moderate 12-15
EX7 2,3 AP Simple 8-10
EX8 2,3 AP Simple 10-12
EX9 6 AP Simple 12-15
EX10 4 C Simple 3-5
EX11 2 AP Simple 6-8
EX12 5 AN Moderate 8-10
EX13 5 AN Moderate 4-6
EX14 6 AP Moderate 10-12
EX15 6 C Simple 5-8
EX16 6 AP Simple 8-10
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COMPLETING THE ACCOUNTING CYCLE (Continued)

Number LO BT Difficulty Time (min.)
EX17 1,6 AP Simple 12-15
EX18 7 AN Moderate 5-7
EX19 2,4,7 AN Moderate 10-12
P1A 1,2,6 AN Simple 40-50
P2A 1-3,6 AP Moderate 50-60
P3A 1-3,6 AP Moderate 40-50
P4A 1-3,6 AN Moderate 50-60
P5A 1-4,6 AN Complex 70-90
P6A 5 AN Moderate 40-50
P1B 1,2,6 AN Simple 40-50
P2B 1-3,6 AP Moderate 50-60
P3B 1-3,6 AP Moderate 40-50
P4B 1-3,6 AN Moderate 50-60
P5B 1-4,6 AN Complex 70-90
BYP1 6 AN Simple 10-12
BYP2 6 AN Simple 8-10
BYP3 — E Simple 10-12
BYP4 6 AN Moderate 15-20
BYP5 4 C Simple 15-20
BYP6 — E Moderate 10-15
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BLOOM’'S TAXONOMY TABLE
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10.

11.

12.

13.

ANSWERS TO QUESTIONS

No. A worksheet is not a permanent accounting record. The use of a worksheet is an optional
step in the accounting cycle.

The worksheet is merely a device used to make it easier to prepare adjusting entries and the
financial statements.

The amount shown in the adjusted trial balance column for an account equals the account
balance in the ledger after adjusting entries have been journalized and posted.

The net income of $12,000 will appear in the income statement debit column and the statement
of financial position credit column. A net loss will appear in the income statement credit column
and the statement of financial position debit column.

Formal financial statements are needed because the columnar data are not properly arranged
and classified for statement purposes. For example, the Dividends account is listed with assets.

(1) (Dr) Individual revenue accounts and (Cr) Income Summary.
(2) (Dr) Income Summary and (Cr) Individual expense accounts.
(3) (Dr) Income Summary and (Cr) Retained Earnings.

(4) (Dr) Retained Earnings and (Cr) Dividends.

Income Summary is a temporary account that is used in the closing process. The account is
debited for expenses and credited for revenues. The difference, either net income or net loss, is
then closed to the Retained Earnings account.

The post-closing trial balance contains only statement of financial position accounts. Its purpose
is to prove the equality of the permanent account balances that are carried forward into the next
accounting period.

The accounts that will not appear in the post-closing trial balance are: Depreciation Expense;
Dividends; and Service Revenue.

A reversing entry is the exact opposite, both in amount and in account titles, of an adjusting entry
and is made at the beginning of the new accounting period. Reversing entries are an optional
step in the accounting cycle.

The steps that involve journalizing are: (1) journalize the transactions, (2) journalize the adjusting
entries, and (3) journalize the closing entries.

The three trial balances are the: (1) trial balance, (2) adjusted trial balance, and (3) post-closing
trial balance.

Correcting entries differ from adjusting entries because they: (1) are not a required part of the
accounting cycle, (2) may be made whenever an error is discovered, and (3) may affect any
combination of accounts.

4-6
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Questions Chapter 4 (Continued)

14.

15.

16.

17.

18.

19.

*20.

*21.

The standard classifications used in a statement of financial position are:

Assets Equity and Liabilities
Intangible Assets Equity

Property, Plant, and Equipment Non-current Liabilities
Long-term Investments Current Liabilities

Current Assets

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.

Current assets are assets that a company expects to convert to cash or use up in one year. Some
companies use a period longer than one year to classify assets and liabilities as current because they
have an operating cycle longer than one year. Companies usually list current assets in the
reverse order in which they expect to convert them into cash.

Long-term investments are generally investments in shares and bonds of other companies that
are normally held for many years and non-current assets such as land or buildings that a
company is not using in its operating activities. Property, plant, and equipment are assets with
relatively long useful lives that a company is currently using in operating the business.

The two equity accounts and the purpose of each are: (1) Share Capital—Ordinary is used to
record investments of assets in the business by the owners (shareholders) through share
transactions. (2) Retained Earnings is used to record net income retained in the business.

Samsung’s current liabilities at December 31, 2010 and December 31, 2009 were ¥ 39,944,721
million and ¥ 34,204,424 million respectively. Samsung’s current liabilities were lower than its
current assets in both years.

After reversing entries have been made, the balances will be Interest Payable, zero balance;
Interest Expense, a credit balance.
(8) Jan.10 Salaries and Wages EXPENSE.........c.uuvvvvvieeiiiiiiiiiiiiieeee e 9,200
CaASN .ttt ——————————— 9,200
Because of the January 1 reversing entry that credited Salaries and Wages Expense for
$3,500, Salaries and Wages Expense will have a debit balance of $5,700 which equals the
expense for the current period.
(b) Jan. 10 Salaries and Wages Payable.............ccccccccevvviiiiiiiiiiiiniiiiiiienn, 3,500
Salaries and Wages EXPENSE..........uuvvvvuvivriivriiiniiinniinniinnnnnnnnnnns 5,700
SN e 9,200

Note that Salaries and Wages Expense will again have a debit balance of $5,700.

Copyright © 2013 John Wiley & Sons, Inc. Weygandt Financial, IFRS, 2/e, Solution’s Manual (For Instructor Use Only) 4-7



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

Statement of

Income Statement Financial Position
Account Dr. Cr. Dr. Cr.
Accumulated Depreciation X
Depreciation Expense X
Share Capital—Ordinary X
Dividends X
Service Revenue X
Supplies X
Accounts Payable X
BRIEF EXERCISE 4-4
Dec.31 Service REBVENUE ......oovvveieiiieeeeeeeeeeeee e 47,000
INnCoOme SumMmary......cccccceevviiiiiiieecieeean, 47,000
31  INCOME SUMMANY c.uiiiiiiiiieie e 32,000
Salaries and Wages Expense.................. 27,000
Supplies EXpense.......ccccvvvviieeeeveviinennn, 5,000
31  INCOME SUMMANY c.uiiiiiiiieii e 15,000
Retained Earnings ........cccoeevvviveviiieneeennnnn. 15,000
31 Retained EarningsS......cccooeeevvvieiiiiiiieeciieceeeein, 2,000
Dividends ......cocoiiiiiiiii e, 2,000
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BRIEF EXERCISE 4-2
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BRIEF EXERCISE 4-5

Salaries and Wages

Expense Income Summary Service Revenue
Bal. 27,000((2) 27,000 (2) 32,000|(1) 47,000 (1) 47,000 Bal. 47,000
(3) 15,000
47,000 47,000
Supplies Expense Retained Earnings Dividends
Bal. 5,000((2) 5,000 (4) 2,000|Bal.30,000 Bal. 2,000({(4) 2,000
(3) 15,000
Bal. 43,000
BRIEF EXERCISE 4-6
July 31  Service REVENUE ......cccuvviviiiiiiiiie e, 19,200
INnCome SumMmMary.......ccccoevvviiieiineiin e 19,200
31  INCOME SUMMAIY ...uiiiiiiiiiiiiieeeeie e 11,300
Salaries and Wages Expense................... 8,800
Maintenance and Repairs Expense ......... 2,500
Service Revenue
Date  Explanation Ref. Debit Credit Balance
7/31 Balance 19,200 19,200
7/31  Closing entry 19,200 0
Salaries and Wages Expense
Date  Explanation Ref. Debit Credit Balance
7/31 Balance 8,800 8,800
7/31  Closing entry 8,800 0

4-10
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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
Share Capital—Ordinary
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.
Prepare financial statements.
Journalize and post closing entries.
Prepare a post-closing trial balance.

©CooNoOh~wWNE

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

1. SeIVICE REVENUE ... e 690
Accounts Receivable.....oooooeeoiee e, 690

2. Accounts Payable (€1,850 — €1,580) .......cccvveviieriiiiiiiieenennns 270
SUPPHIES e 270

BRIEF EXERCISE 4-10

KREN COMPANY
Partial Statement of Financial Position

Current assets

Prepaid iNSUTANCE .....cooviieiii e £ 3,600
SUPPHIES e 5,200
ACCOUNtS rECEIVADIC. ..o 12,500
Short-term INVESTMENTS ..o 4,900
[OF= 1] IR 6,700

Total CUITENT ASSELS ...uiieiii e £32,900

BRIEF EXERCISE 4-11

_CL_Accounts payable _CL_ Income taxes payable

CA Accounts receivable LTI Debtinvestments (long-term)
PPE Accum. depreciation—buildings PPE Land

PPE Buildings _CA_ Inventory

CA Cash _IA_ Patents

_IA_ Copyrights _CA_Supplies

*BRIEF EXERCISE 4-12

Nov. 1l Salaries and Wages Payable............ccccooeiiiiiinn, 1,680
Salaries and Wages EXpense.........ccccceeeeeveennnnnn. 1,680

The balances after posting the reversing entry are Salaries and Wages
Expense (Cr.) $1,680 and Salaries and Wages Payable $0.
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SOLUTIONS FOR DO IT! REVIEW EXERCISES

DO IT! 4-1

Income statement debit column—Utilities Expense

Income statement credit column—Service Revenue

Statement of financial position debit column—Accounts Receivable
Statement of financial position credit column—Notes Payable;
Accumulated Depreciation; Share Capital—Ordinary

DO IT! 4-2
Dec. 31 Income SUmMmary......cccooeeiiieiinieineeiineeineeenn, 47,000
Retained Earnings......cccoceevviiveiiiinineiennns 47,000
Dec. 31 Retained Earnings .......cccccceeeveevveviceeeeeeiiinnnn 15,000
Dividends ......ooooveiiiiiiiiei e 15,000
DO IT! 4-3
ZERMATT COMPANY

Partial Statement of Financial Position
December 31, 2014

Property, plant, and equipment

Equipment ......cccooooviiiii e CHF21,700
Less: Accumulated depreciation—
EQUIPMENT...euiii i 5,200 CHF16,500

Long-term investments

Investments in ordinary shares................. 6,500
Current assets

INVENTOTY . cvniiii i 4,100

Accounts receivable.........ccccceeiiiiiiiiiinnne, 4,300

Short-term investments .......cccoeeevvivinennnes 1,200

Cash ... 3,900 13,500
Total aSSEetS ..uvvviiiiiie e CHF36,500

Copyright © 2013 John Wiley & Sons, Inc. Weygandt Financial, IFRS, 2/e, Solution’s Manual (For Instructor Use Only) 4-13



DO IT! 4-4

NA Interest revenue Share capital—ordinary
CL Utilities payable Accumulated depreciation—
CL Accounts payable equipment

olm
T
M

CA  Supplies PPE Equipment
NCL Bonds payable NA Salaries and wages expense
1A Trademarks LTI Investment in real estate

CL Unearned rent revenue

4-14 Copyright © 2013 John Wiley & Sons, Inc. Weygandt Financial, IFRS, 2/e, Solution’s Manual (For Instructor Use Only)



SOLUTIONS TO EXERCISES

EXERCISE 4-1
LIM COMPANY
Worksheet
For the Month Ended June 30, 2014
(in thousands)
Statement of
Account Titles Trial Balance Adjustments Adj. Trial Balance Income Statement Financial Position
Dr. Cr. Dr. Cr. Dr. Cr. Dr. Cr. Dr. Cr.

Cash 4,020 4,020 4,020
Accounts

Receivable 2,440 2,440 2,440
Supplies 1,900 (a) 1,400 500 500
Accounts Payable 1,120 1,120 1,120
Unearned Service

Revenue 240 (b) 140 100 100
Share Capital—

Ordinary 5,000 5,000 5,000
Service Revenue 3,100 (b) 140 3,240 3,240
Salaries and

Wages Expense 860 (c) 250 1,110 1,110
Miscellaneous

Expense _240 __ 240 240

Totals 9,460 9,460
Supplies Expense (a) 1,400 1,400 1,400
Salaries and

Wages Payable (c) _250 250 250

Totals 1.790 1.790 9,710 9.710 2,750 3,240 6,960 6,470
Net Income 490 490

Totals 3.240 3,240 6,960 6.960
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EXERCISE 4-2

ALBANESE COMPANY
(Partial) Worksheet
For the Month Ended April 30, 2014

Statement of

Adjusted Income Financial

Trial Balance Statement Position
Account Titles Dr. Cr. Dr. Cr. Dr. Cr.
Cash 7,442 7,442
Accounts Receivable 7,840 7,840
Prepaid Rent 2,280 2,280
Equipment 23,000 23,000
Accum. Depreciation—

Equipment 4. 800 4. 800
Notes Payable 5,700 5,700
Accounts Payable 5,672 5,672
Share Capital— 22,000 22,000

Ordinary
Retained Earnings 4,000 4,000
Dividends 3,000 3,000
Service Revenue 12,590 12,590
Salaries and Wages

Expense 9,840 9,840
Rent Expense 760 760
Depreciation Expense 600 600
Interest Expense 57 57
Interest Payable 57 57

Totals 54,819 54,819 11,257 12,590 43,562 42,229
Net Income 1,333 1,333
Totals 12590 12,590 43,562 43,562
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EXERCISE 4-3

ALBANESE COMPANY
Income Statement
For the Month Ended April 30, 2014

Revenues
SEIVICE FEVENUE ...ccvieeeeeeeee et e e e e e e e €12,590
Expenses
Salaries and wages eXPense .....ccocevvevveiieeeeeiiinnneenn, € 9,840
RENT EXPENSE i 760
Depreciation eXPENSE.......cveevevieeeiiieeeeeie e e e 600
INTEreSt EXPENSE ..o Y4
Total eXPENSES .....i i 11,257
NEL INCOME e e e eas € 1,333
ALBANESE COMPANY
Retained Earnings Statement
For the Month Ended April 30, 2014
Retained Earnings, April L. ... €4,000
Add: NELINCOME ccue e 1,333
5,333
LESS: DIVIAENAS e 3,000
Retained Earnings, April 30........ccoiiiiiiiiiii e €2,333
ALBANESE COMPANY
Statement of Financial Position
April 30, 2014
Assets
Property, plant, and equipment
EQUIPMENT ..o €23,000
Less: Accumulated depreciation—equipment...... 4,800 €18,200
Current assets
Prepaid rent........ccooiiii e 2,280
Accounts receivable. ... 7,840
CaAS N e ————— 7,442 17,562
TOtaAl ASSBLS it €35,762
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EXERCISE 4-3 (Continued)

ALBANESE COMPANY
Statement of Financial Position (Continued)
April 30, 2014

Equity and Liabilities

Equity
Share capital—ordinary ......cccccveviiiiiiiiiiiin e, €22,000
Retained earnings ......cccoeeeeeiiieiiii e 2,333 €24,333
Current liabilities
Notes payable ... 5,700
Accounts payable........cccooooiiiiiiiii 5,672
Interest payable ..., 57 11,429
Total equity and liabilities .......ccccoooviiiiiii . €35,762
EXERCISE 4-4
(@) Apr.30 Service ReVENUE .........cceeevveiieeveiiiiieeeeeennn, 12,590
Income Summary ......cooceveeiiiieeneen. 12,590
30 Income SuUmMmMary ......ccoovveiviiiiieiiineeieeeennn, 11,257
Salaries and Wages Expense........... 9,840
Rent EXPEeNnse.......ccooviiiiiiiiiiieeeen, 760
Depreciation Expense...........ccccvvvnn... 600
Interest EXpense.......ccooeveiviiiiiennneenn. 57
30 Income SuUmMmMary ......ccoovveiiiiiineiiineeieeeennn, 1,333
Retained Earnings........cccooeevvvveeeennn.. 1,333
30 Retained Earnings.......ccoocevvvviiiieevevinneeenn, 3,000
DIVIAENdS ..o 3,000
(b)
Income Summary Retained Earnings
11,257 12,590 3,000 | Bal. 4,000
1,333 1,333
12,590 12,590 Bal. 2,333
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EXERCISE 4-4 (Continued)

(c) ALBANESE COMPANY
Post-Closing Trial Balance
April 30, 2014

Debit Credit
Cash . €7,442
Accounts Receivable.........ccccoiiiiiiis 7,840
Prepaid Rent......ccccoooviiiiiii e, 2,280
EqQUIPMENT ..o 23,000
Accumulated Depreciation—Equipment .......... € 4,800
Notes Payable ..o, 5,700
Accounts Payable...........ccccooooi i 5,672
Interest Payable .........c.ooooviiiiiiiii e 57
Share Capital—Ordinary .......ccccceeeviiiiiiiiiiineneennns 22,000
Retained Earnings .........cooviiiiiiviiiiiee e 2,333
€40,562 €40,562
EXERCISE 4-5
(@) Accounts Receivable.......ccccccooiiiiiiiiiiiiiiii, 600
Service Revenue ........ccccvveeiiiiieeeeveceiiiiinnn 600
InNSurance EXPeNnSe ... 400
Prepaid Insurance..........ccccceeeveeeviiiiieeeeeeennn, 400
Depreciation EXPense ......ccccoevvevviiiiiiiieeceiiiinee, 900
Accumulated Depreciation—Equipment... 900
Salaries and Wages EXpense .........ccccceeeeeeeeennnnn 500
Salaries and Wages Payable...................... 500
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EXERCISE 4-5 (Continued)

(b)

Statement of
Income Statement Financial Position
Dr. Cr. Dr. Cr.
Accounts Receivable X
Prepaid Insurance X
Accum. Depreciation—Equip. X
Salaries and Wages Payable X
Service Revenue X
Salaries and Wages
Expense X
Insurance Expense X
Depreciation Expense X

EXERCISE 4-6

(@)

Accounts Receivable—27,000 (34,000 — 7,000).

Supplies—2,300 (7,000 — 4,700).

Accumulated Depreciation—Equipment—22,000 (12,000 + 10,000).
Salaries and Wages Payable—O0 No liability recorded until adjustments
are made.

Insurance Expense—=8,000 (26,000 — 18,000).

Salaries and Wages Expense—44,000 (49,000 — 5,000).

(b) Accounts Receivable ..........ccccooiiiiiiiiiii 7,000
Service ReVeNnUEe .........ccceevviiiiiiiieei e 7,000
INSUrance EXPEeNSEe....cooiiiiiiiii e 8,000
Prepaid INSUrancCe........ccccceevieveeiiiii e 8,000
SUpPliesS EXPENSE.......ciieiiiiiiieeeeeee e 4,700
SUPPHES e 4,700
Depreciation EXPENSEe .....ccoccvvvviiiieeieiiiiie e 10,000
Accumulated Depreciation—Equipment .......... 10,000
Salaries and Wages EXpense........cccoceevvvvieeeeeeennnnnnn. 5,000
Salaries and Wages Payable.................ccooenneniin. 5,000
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EXERCISE 4-7

() Service REVENUE........ccoeeeviviiiiiieeeeie e 4,300
INCOME SUMMAIY ... 4,300
INCOME SUMMAIY ....iiiiiiiiice e 3,424
Salaries and Wages Expense........cccceeevvevvnnnnn. 1,344
Miscellaneous EXpense ......ccccccevvvvviiiiiinieneennnn, 180
Supplies EXPENSE......ccoeeeevieiiiiieeeeeiie e 1,900
INCOME SUMMANY ... 876
Retained Earnings ......ccccoooveviiiiiii v 876
Retained Earnings .....cccooooveeiiiiiiiiiiiii e 600
DIVIAENAS ..vviiiiiiiiieeee e 600
(b) LANZA COMPANY

Post-Closing Trial Balance
For the Month Ended June 30, 2014

Account Titles Debit Credit
CaASN e R$3,712
Accounts Receivable.......cccooeiiiiiiici, 3,904
SUPPHES e 480
Accounts Payable.........cccoiiiiiiiii, R$1,556
Salaries and Wages Payable ............ccccccooeeiinnnnnnin. 344
Unearned Service REVENUE ......ccevvvveveiieiiiiieiaenn, 160
Share Capital—Ordinary .......ccccceeivieiieiiiinneeeeiinnnnn. 4,000
Retained Earnings .....cooooovvvviiiieiiiiiiee e 2,036

R$8,096 R$8,096
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EXERCISE 4-8

(a)
General Journal J15
Date Account Titles Ref. Debit Credit
July 31 Service Revenue.......ccccooveviiiiiiiieeeennns 400 64,000
Rent Revenue.........ccccoooiiiiiiiiiiiinne, 429 6,500
Income Summary........cccooeeeeennnn. 350 70,500
31 Income SUMMAry ....ccooevvviiiiiniiiineeeins 350 74,300
Salaries and Wages Expense.... 726 55,700
Utilities Expense.......ccccceevvvnnen. 732 14,900
Depreciation Expense................ 711 3,700
31 Retained Earnings ........ccccceeeieeeveeinnnnnn. 320 3,800
Income Summary........ccocoeeveeennn. 350 3,800
31 Retained Earnings ........cccceeeeveeeeeeinnnnnn. 320 12,000
Dividends ........ccovvvviviiiiiiiiieeeeee, 332 12,000
(b)
Retained Earnings No. 320
Date Explanation Ref. Debit Credit Balance
July 31 Balance 20,260
31 Close net loss J15 3,800 16,460
31 Close dividends J15 12,000 4,460
Income Summary No. 350
Date Explanation Ref. Debit Credit Balance
July 31 Close revenue J15 70,500 70,500
31 Close expenses J15 74,300 (3,800)
31 Close net loss J15 3,800 0
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EXERCISE 4-8 (Continued)

(c) ROTH COMPANY
Post-Closing Trial Balance
July 31, 2014

Debit Credit
CaSh o $9,840
Accounts Receivable.........ccccoiiiiiiis 8,140
EQUIPMENT ..o 15,900
Accumulated Depreciation—Equipment .......... $ 5,400
Accounts Payable...........cccoooeii i, 2,220
Unearned Rent REVENUE .........oevviviieiiiiiiieen, 3,800
Share Capital—Ordinary .......ccccceeeeeeeviiiiiieeeennnns 18,000
Retained Earnings ........ocoovviiiiievieiiiiie e, 4,460
$33.880 $33.880
EXERCISE 4-9
(@) ROTH COMPANY
Income Statement
For the Year Ended July 31, 2014
Revenues
SEIVICE FTEVENUE......eeeee e $64,000
ReNt revVenuUe ........ccooeveviiiiiii e 6,500
Total reVENUES ....covveeeeeeeeeeeeeeeeeeeeeea $70,500
Expenses
Salaries and wages expense..........cccccuvnn... 55,700
Utilities eXpense.....ccccovvevvveiciieeeeeiiee e, 14,900
Depreciation exXpense......ccccceeeevveevvieneenennnns 3.700
Total eXpenses ......cccccvveveeeviviieeeeeeen, 74,300
=] B T E 1= S ($ 3,800)
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EXERCISE 4-9 (Continued)

ROTH COMPANY
Retained Earnings Statement
For the Year Ended July 31, 2014

Retained Earnings, August 1, 2013................... $20,260
Less: Net oSS ..coovviiieeiiiiee e, $ 3,800
Dividends .......cooiiiiiiiei e, 12,000 15,800
Retained Earnings, July 31, 2014...................... $ 4.460
(b) ROTH COMPANY

Statement of Financial Position
July 31, 2014

Assets
Property, plant, and equipment
EQUIPMENT ..oviiiiiieeeeeeeeee e $15,900
Less: Accumulated depreciation—
EQUIPMENT ..evviiiiiiieeeeee e 5400  $10,500
Current assets
Accounts receivable.......cocooviiiiiiiiiiiinn 8,140
Cash ..o, 9,840 17,980
Total @SSEetS...uiiiiiiii i $28.480
Equity and Liabilities
Equity
Share capital—ordinary..........ccoeeeeeeieieiiieennnn $18,000
Retained earnings.........ccoccveeeeeeeeeeiciccivineeen. 4460  $22,460
Current liabilities
Accounts payable.........cccooviiiiiiiii 2,220
Unearned rent revenue.......cccceeeeeeeeeeeeeeeiiinnnns 3.800 6,020
Total equity and liabilities........ccccccoveeviiiiiiiiiennnnnn, $28.480
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EXERCISE 4-10

1. False. “Analyze business transactions” is the first step in the accounting
cycle.

False. Reversing entries are an optional step in the accounting cycle.
True.
True.
True.

o gk Wb

False. Steps 1-3 may occur daily in the accounting cycle. Steps 4-7 are
performed on a periodic basis. Steps 8 and 9 are usually prepared only
at the end of a company’s annual accounting period.

7. False. The step of “journalize the transactions” occurs before the step
of “post to the ledger accounts.”

8. False. Closing entries are prepared after financial statements are prepared.

EXERCISE 4-11

(@) June 30 Service ReVEeNUE ........cccceveeeviiiiieiiiieee, 18,100
Income Summary .......ccccoeeeeveeeennnn. 18,100
30 Income SuUMmMary .....ccoeeeeveeneeneenneeneennn. 12,700
Salaries and Wages Expense........ 8,800
Supplies Expense........ccccceeeveeeeennnnn 900
Rent Expense.......ccccooviiiiiiiiineenn, 3,000
30 Income SUMmMary .....ccccoevvvenieiineeeieeennnn, 5,400
Retained Earnings........cccooevvvvvvnnnnn. 5,400
30 Retained Earnings.....cccccoeeevvvvviiiieeeennnnnn. 2,200
DIVIAeNdS ..o 2,200
(b)

Income Summary
June 30 12,700 |June 30 18,100
June 30 5,400
18,100 18,100
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EXERCISE 4-12

(@) 1. CaSh.ii 700
Equipment......ccccocoei i 700

Salaries and Wages Expense.......c.cccoeeevvvvnnnn. 700
Cash .. 700

2. Service Revenue........cccciiiiiiieiiiie e, 300
Cash ..o 300

Cash ... 800
Accounts Receivable.........ccccceeviiieiiinnne, 800

3. Accounts Payable........cccoiiiiiiiiii 670
Equipment......cccccooiiiiiiii e 670

EqQUIpMeENt ..o 760
Accounts Payable ........cc.cc.ooiiin, 760

(b) 1. Salaries and Wages Expense..........cccevvvnnnee. 700
Equipment .......ccoooiiiiii 700

2. Service Revenue.......cccccooiiiiiiiiiiiiiiiiiineeeeee, 300

Cash ..., 500
Accounts Receivable ............cccccoeei, 800

3. EQUIPMENT .o 90
Accounts Payable ........ccccccooeiiiiinn, 90
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EXERCISE 4-13

1. Accounts Payable (R$840 — R$480) .........cccvvvvveeeee. 360
Cash ., 360
2. SUPPHES e 380
EqQUIPMENt....cooii e 38
Accounts Payable ... 342
3. DIVIAENdS....cooiiiieiici 500
Salaries and Wages Expense..........cccccuvvnnennee. 500
EXERCISE 4-14
(@) REGO BOWLING ALLEY

Statement of Financial Position
December 31, 2014

Assets

Property, plant, and equipment

Land ..o $67,000

Buildings........cccovvvveeeeeeeeeeeeee, $128,000

Less: Acc. depr.—buildings...... 42,600 85,400

Equipment.......cccooooviiiiiiniii, 62,400

Less: Acc. depr.—equipment.... 18,720 43,680 $196,080
Current assets

Prepaid insurance............ccccuuee... 4,680

Accounts receivable................... 7,540

Cash ..., 18,040 30,260
Total asSsetS....cooovviveviiiiiieiee e, $226,340
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EXERCISE 4-14 (Continued)

REGO BOWLING ALLEY
Statement of Financial Position (Continued)
December 31, 2014

Equity and Liabilities

Equity

Share capital—ordinary............ccccoeeeeeeeeennn. $80,000

Retained earnings ($28,000 + $8,440%)....... 36,440 $116,440
Non-current liabilities

Note payable......ccoocooiiiiiiii i, 80,000
Current liabilities

Current portion of note payable.................. 15,000

Accounts payable ........ccccooiiiiiiiii, 12,300

Interest payable............cooiiiiiiiii 2,600 29,900
Total equity and liabilities ........ccccccooeevviiiiiininnnn, $226,340

*Net income = $19,180 — $780 — $7,360 — $2,600 = $8,440

(b) Current assets exceed current liabilities by only $360 ($30,260 -
$29,900). However, approximately 60% of current assets are in the form

of cash. The company’s liquidity appears to be reasonably good, but
some caution is needed.

EXERCISE 4-15

_CL_ Accounts payable PPE Accumulated depreciation
_CA Accounts receivable PPE Buildings

_CA Cash PPE Land

_E _Share capital—ordinary NCL Long-term debt

_IA_ Patents _CA_Supplies

_CL_Salaries and wages payable PPE Equipment
_CA_Inventory _CA Prepaid expenses

LTI Investments
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EXERCISE 4-16

SEXTON COMPANY
Statement of Financial Position
December 31, 2014
(in thousands)

Assets

Property, plant, and equipment

Equipment.......ccooo i £11,500

Less: Accumulated depreciation—

EQUIPMENT .o (4,125) £ 7,375

Long-term investments ........ccccoeevveiiieiiieeccinnnnn, 1,200
Current assets

Prepaid inSurancCe.........cccccceeeveeveeiinineeeeennnnn 680

INVENTOIY v 1,256

Accounts receivable .......cccccoooiiiiiiiineneenn, 1,696

Short-term investmentS......ccovevveeveeeneennnes 3,619

Cash .o 2,668 9,919
Total aSSetS ....covviiiiiiiie e £18,494

Equity and Liabilities

Equity

Share capital—ordinary........cccceeeeveevvennnnnnn. £10,000

Retained earnings ......cccooevevveviiie e, 4,750 £14,750
Non-current liabilities

Long-termdebt.........cooeeiiiiiii 1,000

Notes payable (due after 2015) .................. 800 1,800
Current liabilities

Notes payable due in 2015..........cccccoeee. 500

Accounts payable ... 1,444 1,944
Total equity and liabilities...........cccccoeeeeieiennnnnnnn. £18,494
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EXERCISE 4-17

(a)
EMJAY COMPANY
Income Statement
For the Year Ended July 31, 2014
Revenues
SEIVICE FEVENUE ...ceveeee e $62,000
Rent revenue .......ccooeviiiiicie e, 8,500
Total revenues.......cccceceeveeeeccvveeeee, $70,500
Expenses
Salaries and wages expense .................. 50,700
Utilities eXpense........ccccccveevieeveviiieeeeeeennn, 22,600
Depreciation expense.........ccccevveveeeeennnnns 2,500
Total exXpense ......ccccccceeveeveeviiieeeeeees 75,800
=] B 1T $ (5,300)
EMJAY COMPANY
Retained Earnings Statement
For the Year Ended July 31, 2014
Retained Earnings, August 1, 2013................ $22,700
Less: NetloSS ...oocvieieeiiiiiiie e $5,300
Dividends ......ccooveviiiiiiiie e, 3.000 8,300
Retained Earnings, July 31, 2014................... $14,400
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EXERCISE 4-17 (Continued)

(b)
EMJAY COMPANY.
Statement of Financial Position
July 31, 2014
Assets

Property, plant, and equipment

Equipment............ccc $30,000

Less: Accumulated depreciation—

EQUIPMENT .., 6,000 $24,000

Current assets

Accounts receivable.........cccciiiiiii e, 9,180

Cash .o 14,200 23,380
Total @SSEetS ..ovuiiiii i $47.380

Equity and Liabilities

Equity

Share capital—ordinary..........cccccvvvvvvvvrvvnnnee. $25,000

Retained €arnings ..........ccccoevvvivvvieeeeee e, 14,400 $39,400
Non-current liabilities

Note payable........cccciiiiiiii e, 1,800
Current liabilities

Accounts payable ..., 4,100

Salaries and wages payable............cccccce 2,080 6,180
Total equity and liabilities.........ccccceoeveiviiiiiiiieninnnn, $47,380
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*EXERCISE 4-18

(@) Dec.31 Salaries and Wages Expense

(R$9,000 X 4/5)...cccvieeiiiiiiiiiie e 7,200
Salaries and Wages Payable.......... 7,200

Jan. 4 Salaries and Wages Payable.................. 7,200

Salaries and Wages Expense

(R$9,000 X 1/5)..uuuuuninnienneeenennn 1,800
CaSh .o 9,000

(b) Dec.31 Salaries and Wages Expense ................ 7,200
Salaries and Wages Payable.......... 7,200

Jan. 1 Salaries and Wages Payable.................. 7,200
Salaries and Wages Expense......... 7,200

Jan. 4 Salaries and Wages Expense ............... 9,000
CaSh .o, 9,000

*EXERCISE 4-19

(@) Dec.31 Service Revenue..........ccccccciiiiieeevinnnnennn, 93,800
Income Summary ......c.coeeveveeiiinnenens 93,800

31 Income SUMmMary .....ccoooeeiiveiineeineeineeenn, 8,300
Interest EXpense ......cccoeeveeviiennnnen. 8,300

(b) Jan. 1 Service Revenue.........cccccocviiiiieiiiininennn, 5,000
Accounts Receivable.........cc........... 5,000

1 Interest Payable ......ccccooooiiiiiiiiiiininnnnnnn. 1,300
Interest EXpense ......cccocevvveviiennnnenn 1,300
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*EXERCISE 4-19 (Continued)

(c) & (e)
Accounts Receivable

Dec. 31 Balance *19,500
31 Adjusting 5,000
24 500

Jan.1l Reversing 5,000

*($24,500 — $5,000)

Service Revenue
Dec. 31 Closing 93,800 | Dec. 31 Balance 88,800*

31 Adjusting 5,000

93,800 93,800
Jan.1l Reversing 5,000 [Jan. 10 5,000
*($93,800 — $5,000)

Interest Payable

Dec. 31 Adjusting 1,300

Jan.1 Reversing 1,300

Interest Expense
Dec. 31 Balance *7,000 | Dec. 31 Closing 8,300

31 Adjusting 1,300
8,300 8,300
Jan. 15 3,000 [Jan.1 Reversing 1,300
*($8,300 — $1,300)
(d) (1)
Jan. 10  CaSh ..o, 5,000
Service Revenue.........ccccccveeeeievviiicnn e, 5,000
(2)
15  INterest EXPEeNSEe ...coovvveiiiiiiieeiieecieee e 3,000
CasSh.. 3,000
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SOLUTIONS TO PROBLEMS

PROBLEM 4-1A
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PROBLEM 4-1A (Continued)

(b) HERCULES POIROT, P.1., INC
Income Statement
For the Quarter Ended March 31, 2014

Revenues
SEerVICEe reVENUE.......coe it €15,280
Expenses
Salaries and wages expense.........cccceevvvnnnnnne. €2,240
Travel eXpense ......coveeiiiiiiiiii e, 1,300
ReNt eXPensSe.....cooieiiii e 1,200
Depreciation eXpense......cccceeeveeveeviiineeeeeennnnnns 720
INSUranCe eXPEeNSEe.....covviviiiiieeiii e 600
Supplies eXPeNSEe. ..o 770
INterest eXPenSe.. ..o 300
Miscellaneous eXpense .......ccccevvevvcieeeeeennnnnnn. 230
Total eXPenses ....ccovveeeiviiiveiiie e, 7,360
NEt INCOME ...ovniiiii e € 7,920
HERCULES POIROT, P.1., INC.
Retained Earnings Statement
For the Quarter Ended March 31, 2014
Retained Earnings, January 1 .........ccoceviviiiiiiiiiiiinneeeeeeeee, € 0
Add: NetiNCOMEe.....coui e 7,920
7,920
LesSS: DIVIAENdS .....ooviiiiiiiiiiieiiic e 600
Retained Earnings, March 31..........ccccooi i, €7.320
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PROBLEM 4-1A (Continued)

HERCULES POIROT, P.I., INC.
Statement of Financial Position
March 31, 2014

Assets
Property, plant, and equipment
EqQUIPMENt ... €30,000
Less: Accumulated depreciation—
EQUIPMENT ... 720  €29,280
Current assets
Prepaid inSurance ........ccccoeeveiieeeeiiee e, 1,800
SUPPHES .o 480
Accounts receivable.......ccoooiiiiiiiiiiinin, 7,000
Cash...oi 11,410 20,690
Total @SSEtS v €49,970
Equity and Liabilities
Equity
Share capital—ordinary .....c..ccoooevvvviiiieeeennnns €20,000
Retained earnings .......cccoeeveviiieeeeiiee e 7,320 €27,320
Current liabilities
Notes payable ......ccccooovviiiii 10,000
Accounts payable........ccccocviiiiiiiiiiiii, 12,350
Interest payable ... 300 22,650
Total equity and liabilities ........cccccoooviiiiiiiinnennn, €49,970
(c) Mar.31 Supplies EXpense.......cccccccviiiieeevinnnnnnnn. 770
Supplies .o, 770
31 Depreciation Expense......ccccooeeevvennnnnnn. 720
Accumulated Depreciation—
Equipment...........ccoiiiiiieiiiinnn. 720
31 Interest EXpPense......cccociiiiiiiiiiiniiinnnns 300
Interest Payable.........ccccooeevvvennnnnnn. 300
31 Insurance Expense........ccooiiiiiiiiennnnn. 600
Prepaid Insurance..........cccccceeenn.e. 600
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PROBLEM 4-1A (Continued)

Mar. 31 Accounts Receivable..........cccccvviiiiinnnn. 1,080
Service Revenue.........ccccovevivvviinnnnn. 1,080

(d) Mar. 31 Service Revenue.........cccoeeeeevvviiiieceeeennnnnn. 15,280
Income Summary........ccooeeeiiiiineeennnn. 15,280

31  Income SUMMANY ...ccoovvviiiiiiieee e 7,360
Travel EXpense .....ccoooevvvvviieieveennnnnnn. 1,300
Salaries and Wages Expense.......... 2,240
Rent EXPense....ccccccevvviiivii i, 1,200
Insurance Expense.......ccccceevveniieennnn. 600
Depreciation Expense........ccccccenn... 720
Supplies EXpense..........cccccveeeeeeeennnns 770
Interest EXPense.....cccccevvveviivinnneennnn, 300
Miscellaneous Expense................... 230

31  InCoOmMe SUMMAIY ..coevviiiiiiiiiieeeeeeee e 7,920
Retained Earnings ......ccccoovvvvevvinnnn. 7,920

31 Retained Earnings.....cccccoevvevvvviineeeveennnnnn. 600
Dividends .......coovviiiiiiiiiiiiee 600
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PROBLEM 4-2A

(@) WATSON COMPANY
Partial Worksheet
For the Year Ended December 31, 2014

Statement of

Account Adjusted Income Financial
Trial Balance Statement Position
No. Titles Dr. Cr. Dr. Cr. Dr. Cr.
101 Cash 17,800 17,800
112 Accounts Receivable 14,400 14,400
126 Supplies 2,300 2,300
130 Prepaid Insurance 4,400 4,400
157 Equipment 46,000 46,000
158 Acc. Depr.—Equip. 18,000 18,000
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
311 Share Capital—Ordinary 15,000 15,000
320 Retained Earnings 9,800 9,800
332 Dividends 12,000 12,000
400 Service Revenue 86,200 86,200
610 Advertising Expense 10,000 10,000
631 Supplies Expense 3,700 3,700
711 Depreciation Expense 6,000 6,000
722 Insurance Expense 4,000 4,000
726 Salaries and Wages
Expense 39,000 39,000
905 Interest Expense 1,000 1,000
Totals 160,600 160,600 63,700 86,200 96,900 74,400
Net Income 22,500 22,500
Totals 86,200 86,200 96,900 96.900
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PROBLEM 4-2A (Continued)

(b) WATSON COMPANY
Income Statement
For the Year Ended December 31, 2014

Revenues
SEIVICE TEVENUE. ....ceeeeeeeeeeeeee e eeeeeeeeeaaans $86,200
Expenses
Salaries and wages expense.........cccceeeeveeee. $39,000
Advertising eXPenSe .....cccecvvevveiieeeeeeriiineeeeennns 10,000
Depreciation eXpense......cccceevveevevvviieeeeeennnnnn. 6,000
INSUranCe eXPENSE....cccivuiiiieeiieiineeneene e 4,000
Supplies eXPenSe......cccvveiiiieeeeeiiee e 3,700
INterest eXPensSe.....cocov i 1,000
Total eXpenses ......eveeviiviieiiineeeeen, 63,700
NEt INCOME e $22.500
WATSON COMPANY
Retained Earnings Statement
For the Year Ended December 31, 2014
Retained Earnings, January 1 ......ccccooooiiiviiiiiiiiieeeeeeeeeeeeeeiinns $ 9,800
Add: NELINCOME e 22,500
32,300
LESS: DIVIAENUS ..ueeiieiiieee ettt e e e 12,000
Retained Earnings, December 31.......ccccoooiiiiiiiiiinn $20,300
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PROBLEM 4-2A (Continued)

WATSON COMPANY
Statement of Financial Position
December 31, 2014

Assets

Property, plant, and equipment

EQUIPMENT ... $46,000

Less: Accumulated depreciation—

EQUIPMENT ..vviiiiie e 18,000  $28,000

Current assets

Prepaid inSurance .........ccooeeeviieeeeiiee e, 4,400

SUPPHES .o 2,300

Accounts receivable......ccoooviiiiiiiiiiiiien, 14,400

Cash ..o 17,800 38,900
TOotal @SSELS oovviiiiiiiiee $66,900

Equity and Liabilities

Equity

Share capital—ordinary ...........coeeeeeeeiiieeeennnn $15,000

Retained earnings ........cccccceeveeeeeeeeecccivvneeen. 20,300  $35,300
Non-current liabilities

Notes payable (due after 2015)..................... 15,000
Current liabilities

Notes payable (due in 2015) .........ccceevvennnnnee. 5,000

Accounts payable........ccccccceiiiiiiiiiiine, 8,000

Salaries and wages payable........ccccccooeeens 2,600

Interest payable ... 1,000 16,600
Total equity and liabilities .......ccccccooveviiiiiiiiiennnnn, $66,900

4-40 Copyright © 2013 John Wiley & Sons, Inc. Weygandt Financial, IFRS, 2/e, Solution’s Manual (For Instructor Use Only)



PROBLEM 4-2A (Continued)

(c)

General Journal J14
Date Account Titles Ref. Debit Credit

Dec. 31 Service REVENUE .......ooevvvvviniiiiiiieeenn, 400 86,200
Income Summary.........ccceeeeeenenn. 350 86,200

31 Income SUMMAarY ....cccoeevieeinieeinnaeinnnens 350 63,700
Advertising Expense.................. 610 10,000
Supplies Expense......cc.cccceeeeees 631 3,700
Depreciation Expense. ............... 711 6,000
Insurance Expense.......c............ 722 4,000
Salaries and Wages Expense ... 726 39,000
Interest EXpense ......ccc.ccceveeennneee 905 1,000

31 Income SUMMArY ....ccoovevnveernneeineeinns 350 22,500
Retained Earnings .......cccccce..... 320 22,500

31 Retained EarningsS.......cccceeeveevvvvvvnneennn. 320 12,000
Dividends........coooovvviiiiiceiiii, 332 12,000

(d)

Retained Earnings No. 320
Date Explanation Ref. Debit Credit Balance
Balance v 9,800 9,800
Dec. 31 Closing entry J14 22,500 32,300
31 Closing entry J14 12,000 20,300
Dividends No. 332
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 4-2A (Continued)

Income Summary No. 350
Date Explanation Ref. Debit Credit Balance
Dec. 31 Closing entry J14 86,200 86,200
31 Closing entry J14 63,700 22,500
31 Closing entry J14 22,500 0
Service Revenue No. 400
Date Explanation Ref. Debit Credit Balance
Dec. 31 Balance v 86,200 86,200
31 Closing entry J14 86,200 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 6,000 6,000
31 Closing entry J14 6,000 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 4-2A (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) WATSON COMPANY
Post-Closing Trial Balance
December 31, 2014
Debit Credit
CaSh oo $17,800
Accounts Receivable........c..cc.oiiiiiiien 14,400
SUPPHES . 2,300
Prepaid INSUrancCe..........ccccceeeeeeevieviiiee e, 4,400
EQUIPMENT ..o 46,000
Accumulated Depreciation—
EQUIPMENT .o $18,000
Notes Payable ........ccccooviiiiiiiiie e, 20,000
Accounts Payable..........ccoooviiiiiiiiii, 8,000
Salaries and Wages Payable ............................. 2,600
Interest Payable ..., 1,000
Share Capital—Ordinary .......ccccoeevviiiiiiiiiiieenennnns 15,000
Retained Earnings .........ccoviiiiieviiiiiie e, 20,300
$84,900 $84,900
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PROBLEM 4-3A

(@) HUBBS COMPANY
Income Statement
For the Year Ended December 31, 2014

Revenues
SErVICE FEVENUE .......evvveeeeeeiiiieee e, $47,000
Expenses
Salaries and wages expense.........ccccee....... $35,200
Maintenance and repairs expense............. 4,100
Utilities eXPeNnSe ....coocvvviiiiiiiiiiiiie e, 4,000
Depreciation eXpense ........ccccevveveeevevinnnnnn. 3,300
INSUranCce exXPensSe .....occevvveeieeeiiieeiieeeiee e, 2,200
Total eXpenses.....cccccceeeeevvvviiieeeveeiinnnn. 48,800
NEL IOSS i $ (1,800)
HUBBS COMPANY
Retained Earnings Statement
For the Year Ended December 31, 2014
Retained Earnings, January 1...........cccccvvvveeeee. $9,700
LesS: Net10SS .. $1,800
DividendsS.......ccooveiiiiii e, 4,000 5,800
Retained Earnings, December 31 ...................... 3.900
HUBBS COMPANY
Statement of Financial Position
December 31, 2014
Assets
Property, plant, and equipment
EQUIPMENT oo, $33,000
Less: Accumulated depreciation—
EQUIPMENT ... 9,900 $23,100
Current assets
Prepaid inSurance .......ccccceeveevvviiiieeeeeceinnnnn, 1,800
Accounts receivable........cccoooiiiiiinin, 7,500
Cash... 6,200 15,500
Total @SSEetS .. $38.600
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PROBLEM 4-3A (Continued)

HUBBS COMPANY

Statement of Financial Position (Continued)

December 31, 2014

Equity and Liabilities

Equity
Share capital—ordinary............cccccevvvveenn... $20,000
Retained €arnings ........cccccccoeevivvviveeeeeeeeenn, 3,900 $23,900
Current liabilities
Accounts payable ........c.ooiiiiiiiiie 11,700
Salaries and wages payable....................... 3,000 14,700
Total equity and liabilities...........ccccceeeeeivvennnnnnnn. $38,600
(b)
General Journal
Date Account Titles Ref. Debit Credit
Dec. 31 Service Revenue .......ccoccovvvvviivniinnennns, 400 47,000
Income Summary .......c...ccoeeeeenn. 350 47,000
31 Income Summary ......ccooceveenieiineenneennn. 350 48,800
Maintenance and Repairs
EXPense ..o, 622 4,100
Depreciation Expense................ 711 3,300
Insurance Expense .........c.......... 722 2,200
Salaries and Wages Expense.... 726 35,200
Utilities Expense ........ccccevvvennnnnn. 732 4,000
31 Retained Earnings.......c.occceeveevvveeeennnn. 320 1,800
Income Summary ......c.c.occevunneen. 350 1,800
31 Retained Earnings.........cccceevvevvineeennnn. 320 4,000
Dividends ......cccooeevviiiiiieeeeiiie, 332 4,000
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PROBLEM 4-3A (Continued)

(c)
Retained Earnings  No. 320 Maintenance and Repairs
12/31 1,800|1/1 Bal. 9,700 Expense No. 622
12/31 4,000 12/31 Bal. 4,100(12/31 4,100
12/31 Bal. 3,900
o Depreciation Expense No. 711
Dividends No. 332 12/31 Bal. 3,300 [12/31 3,300
12/31 Bal. 4,000 | 12/31 4,000
Insurance Expense No. 722
Income Summary  No. 350 12/31Bal.  2,200]12/31 2,200
12/31 48,800|12/31 47,000
12/31 1,800
48,800 48,800 Salaries and Wages Expense  No. 726
12/31 Bal. 35,200 |12/31 35,200
Service Revenue No. 400
12/31 47,000(12/31 Bal. 47,000 Utilities Expense  No. 732
12/31 Bal. 4,000 | 12/31 4,000
(d) HUBBS COMPANY

Post-Closing Trial Balance
December 31, 2014

Debit Credit
CaSN e $ 6,200
Accounts Receivable ..o, 7,500
Prepaid INSUrancCe .......ccccceeveevevviieeeeeeie e 1,800
EQUIPMENT ... 33,000
Accumulated Depreciation—Equipment........... $ 9,900
Accounts Payable ........cccccooiiiii e, 11,700
Salaries and Wages Payable.........ccccccoooovvennnnnin. 3,000
Share Capital—Ordinary.....cccccooeevvieviinieiieinnnnnnn. 20,000
Retained EarningsS.......cccceevveiveiiiiie e, 3,900
TOtalS .o $48,500 $48,500
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PROBLEM 4-4A (Continued)

(b) TERESINA AMUSEMENT PARK, INC.
Statement of Financial Position
September 30, 2014

Assets
Property, plant, and equipment
= T Lo [P TR R$80,000
Equipment ........ccoevvvviiviiiiiiiiiiiee, R$120,000
Less: Accum. depreciation—
equipment........ccoeeeeeiiiiinns 42,200 77,800 R$157,800
Current assets
Prepaid insurance ....................... 10,900
SupplieS ..o, 2,200
Cash...coiiiiii 34,400 47,500
Total aSSets ...oouvvviiiiiiiieiiien R$205,300
Equity and Liabilities
Equity
Share capital—ordinary .............. R$60,000
Retained earnings .......ccccccveeveee... 74,700* R$134,700
Non-current liabilities
Mortgage payable
(due after 2015) .....ccccevevvvnnnnnnn. 35,000
Current liabilities
Mortgage payable (due in 2015). 15,000
Accounts payable........cccccceeeeenns 14,600
Interest payable ... 2,000
Property taxes payable............... 3,000
Unearned ticket
FEVENUE ... 1,000 35,600
Total equity and liabilities .................. R$205,300

*R$36,100 + R$52,600 — R$14,000
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PROBLEM 4-4A (Continued)

(c) Sept.30 Supplies Expense.......cccooeevvviieeeeeeennnn, 16,400
Supplies ..o 16,400
30 Insurance Expense.......ccooiiiiiiiniennnnn, 19,000
Prepaid Insurance..........cccccee...... 19,000
30 Depreciation Expense......c.ccceeeevvennnnnn. 6,000
Accumulated Depreciation—
Equipment.......cccoooviiiiiiiiiiin. 6,000
30 Unearned Ticket Revenue................... 2,900
Ticket Revenue........ccccceeveeveeinnnnnn. 2,900
30 Property Tax Expense.......cccovvviniennnnn. 3,000
Property Taxes Payable............... 3,000
30 Interest EXpPense......ccoooviiiiiniiiineennnnn, 2,000
Interest Payable........cccccooevvvennnnnnn. 2,000
(d) Sept.30 Ticket Revenue .......ccccoooiiiiiiiiiiinieenennnns 280,800
Income Summary .......ccooeeeevennnnens 280,800
30 Income SUMMaArY ....cccoeveeiiiiiiineeeeiinnne. 228,200
Salaries and Wages Expense...... 98,000
Maintenance and Repairs
EXPENSE ..o 30,500
Insurance Expense ........cccoeeeennneen 19,000
Property Tax Expense ................. 24,000
Supplies Expense .......ccccceeeeeeennn 16,400
Utilities Expense ..., 16,900
Interest EXpense .......ccooevevievennnnens 8,000
Advertising Expense.........ccccu...... 9,400
Depreciation Expense.................. 6,000
30 Income SUMMaAry .....ccoooevviiiieeinneeeninnnne. 52,600
Retained Earnings..........cccccee..... 52,600
30 Retained Earnings ........cccccvvviieiiveennnnnn. 14,000
Dividends .........veiiiiiiieiiieeeeiiiinns 14,000
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PROBLEM 4-4A (Continued)

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

Debit Credit
CaSH - R$ 34,400
SUPPHES e 2,200
Prepaid INSUrancCe ........ccooeeeveieeiiiie e 10,900
LaNd ..o 80,000
EQUIPMENT ... 120,000
Accumulated Depreciation—Equipment........... R$ 42,200
Accounts Payable ........c.cccooiiiii . 14,600
Interest Payable..........ccccooeiiiiriin e, 2,000
Property Taxes Payable........cccccooviiiiiinnnnnn. 3,000
Unearned Ticket Revenue ..........ccccvvvvivciinnenenn. 1,000
Mortgage Payable ........ccccoeeviiiiiiiiii e, 50,000
Share Capital—Ordinary.....ccccccoeevveeiiiiiiiiieiinnnnnn. 60,000
Retained EarningsS.......ccccoeeeiiivieiiie e 74,700

R$247,500 R$247,500
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PROBLEM 4-5A

(a)

General Journal J1
Date Account Titles Ref. Debit Credit

Mar. 1 Cash o, 101 14,000
Share Capital—Ordinary .......... 311 14,000

1 EqUIPMEeNt. ..o 157 8,000
Cash oo, 101 3,000
Accounts Payable..................... 201 5,000

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

5 Prepaid Insurance...........cccceeeeeeeeeennnns 130 1,800
Cash oo 101 1,800

14 Accounts Receivable............c............ 112 4,800
Service Revenue ...........ccceevven... 400 4,800

18 Accounts Payable.......ccccccocooiinnn, 201 2,000
Cash oo, 101 2,000

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

21 Cash .o, 101 1,600
Accounts Receivable................ 112 1,600

28 Accounts Receivable......................... 112 2,500
Service Revenue ...........ccceeveen... 400 2,500

31 Gasoline EXpense........ccccevvieeeeeennn, 633 320
Cash oo 101 320

31 Dividends .....ccccooiiiiiiiiiiiee, 332 800
Cash oo, 101 800
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PROBLEM 4-5A (Continued)
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PROBLEM 4-5A (Continued)

(@), (e) & (f)

Cash No. 101

Date Explanation Ref. Debit Credit Balance
Mar. 1 J1 14,000 14,000
1 J1 3,000 11,000

5 J1 1,800 9,200

18 J1 2,000 7,200

20 J1 1,800 5,400

21 J1 1,600 7,000

31 J1 320 6,680

31 J1 800 5,880
Accounts Receivable No. 112

Date Explanation Ref. Debit Credit Balance
Mar. 14 J1 4,800 4,800
21 J1 1,600 3,200

28 J1 2,500 5,700

31 Adjusting J2 750 6,450
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 1,800 1,800
31 Adjusting J2 150 1,650
Equipment No. 157

Date Explanation Ref. Debit Credit Balance
Mar. 1 J1 8,000 8,000
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PROBLEM 4-5A (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 5,000 5,000
3 J1 1,200 6,200
18 J1 2,000 4,200
Salaries and Wages Payable No. 212
Date Explanation Ref. Debit Credit Balance
Mar. 31 Adjusting J2 720 720
Share Capital—Ordinary No. 311
Date Explanation Ref. Debit Credit Balance
Mar. 1 J1 14,000 14,000
Retained Earnings No. 320
Date Explanation Ref. Debit Credit Balance
Mar. 1 0
31 Closing J3 3,810 3,810
31 Closing J3 800 3,010
Dividends No. 332
Date Explanation Ref. Debit Credit Balance
Mar. 31 J1 800 800
31 Closing J3 800 0
Income Summary No. 350
Date Explanation Ref. Debit Credit Balance
Mar. 31 Closing J3 8,050 8,050
31 Closing J3 4,240 3,810
31 Closing J3 3,810 0
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PROBLEM 4-5A (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 750 8,050

31 Closing J3 8,050 0
Gasoline Expense No. 633

Date Explanation Ref. Debit Credit Balance
Mar. 31 J1 320 320
31 Closing J3 320 0
Supplies Expense No. 631

Date Explanation Ref. Debit Credit Balance
Mar. 31 Adjusting J2 950 950
31 Closing J3 950 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 150 150
31 Closing J3 150 0
Salaries and Wages Expense No. 726

Date Explanation Ref. Debit Credit Balance
Mar. 20 J1 1,800 1,800
31 Adjusting J2 720 2,520

31 Closing J3 2,520 0
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PROBLEM 4-5A (Continued)

(d) FRESH STEP CARPET CLEANERS
Income Statement
For the Month Ended March 31, 2014

Revenues
SEIVICE FEVENUE .....eeeeeviee et $8,050
Expenses
Salaries and wages expense.........ccccceeeennnn. $2,520
Supplies eXpense .....cccceeveeveviiiii e 950
Depreciation eXpense ......c.cccvvvveeeeeevevnnneeenn, 300
Gasoline exXpense......ccccvvvvveeiiiieeeeeiie e 320
INSUranCe eXPEeNSE ....cooveevvveiniiiiieeeeeeie e 150
Total eXPenses.....cccccveeeveevveiiiieeeeeeii, 4,240
NEt INCOME ... 3,810
FRESH STEP CARPET CLEANERS
Retained Earnings Statement
For the Month Ended March 31, 2014
Retained Earnings, March 1..........ccccccviiiiiiiennnnnnn. $ 0
Add: NetinCome.......cccooeiiiiiiieii e 3,810
3,810
Less: DividendsS........oooviiiiiiiiiieeecei 800
Retained Earnings, March 31 ..........ccccooeiiiiiennnnnn. 3,010
FRESH STEP CARPET CLEANERS
Statement of Financial Position
March 31, 2014
Assets
Property, plant, and equipment
EQUIPMENt ..o, $ 8,000
Less: Accumulated depreciation—
EQUIPMENT ....viiiiiiiciee e, 300 $ 7,700
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PROBLEM 4-5A (Continued)

FRESH STEP CARPET CLEANERS
Statement of Financial Position (Continued)
March 31, 2014

Assets (Continued)
Current assets

Prepaid iNnSUrancCe..........ccccceeeeeeeveeiiiee e 1,650
SUPPHES o 250
Accounts receivable .......cccccoeeiiiiiiiiicccii, 6,450
Cash .o, 5,880 14,230
Total @SSetS .covvviiiiiieice e $21.930
Equity and Liabilities
Equity
Share capital—ordinary.........ccccccvvvevvvvevvennnnn. $14,000
Retained earnings..........ccccceeeviviiiiiiii, 3,010 $17,010
Current liabilities
Accounts payable ..........cccccciiii i, 4,200
Salaries and wages payable............ccccvnennnn. 720 4,920
Total equity and liabilities.........ccccceeeveiiiiiiiiecninnnn, $21.930
(e)
General Journal J2
Date Account Titles Ref. Debit Credit
Mar. 31 Accounts Receivable......................... 112 750
Service Revenue..........ccceeeee... 400 750
31 Depreciation EXpense ........ccccceeenne... 711 300
Accumulated Depreciation—
Equipment ..........cooiiiiieninn, 158 300
31 Insurance EXpense.........cccoeeeeinieennnnn. 122 150
Prepaid Insurance..................... 130 150
31 Supplies EXpense......cccccoevevvieiiinnenen, 631 950
SupplieS...cccooveviiiiiiiiiiie, 126 950
31 Salaries and Wages Expense............ 726 720
Salaries and Wages Payable ... 212 720
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PROBLEM 4-5A (Continued)

(f)
General Journal J3
Date Account Titles Ref. Debit Credit
Mar. 31 Service Revenue..........ccccevvineeeeennnnnn. 400 8,050
Income Summary..........ccceeeeeen. 350 8,050
31 Income Summary......ccccoeeviieeeeinenennnn. 350 4,240
Salaries and Wages Expense... 726 2,520
Depreciation Expense............... 711 300
Insurance Expense.........c.......... 722 150
Supplies Expense........cccccuun...... 631 950
Gasoline Expense........cccccennen.. 633 320
31 Income SUMMary......ccccooveeiineennneennnnns 350 3,810
Retained Earnings ..........ccccuve.... 320 3,810
31 Retained Earnings ......ccccceeveeevvevnnnnnnn. 320 800
Dividends.......cccooevviviiiiiineeeeeiinn. 332 800
(9) FRESH STEP CARPET CLEANERS

Post-Closing Trial Balance
March 31, 2014

Debit Credit

CaSh oo ——— $ 5,880
Accounts Receivable.......cccccooiiiiiiiiiiic, 6,450
SUPPHES e 250
Prepaid INSUrancCe ........cccceeveeveiiiiie e, 1,650
EQUIPMENT ... 8,000
Accumulated Depreciation—Equipment........... $ 300
Accounts Payable ........cccccoooiiiii, 4,200
Salaries and Wages Payable..........c......cooeennnni.n. 720
Share Capital—Ordinary.....c.cccooeevvevvviiiierieninnnnnn. 14,000
Retained EarningsS.......cccooovviiviiiiii i, 3,010

$22,230 $22,230
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PROBLEM 4-6A (Continued)

(b) INFO CABLE
Trial Balance
April 30, 2014
Debit Credit
Cash (£4,100 — £360 + £27) ...cccvvveverriiciiieeeeeeeeee, £ 3,767
Accounts Receivable (£3,200 + £360).................. 3,560
Supplies (E800 — £310) ...ccceeeveiiiiiiiiiiiiiiiiineeeeeeeeee, 490
Equipment (£10,600 + £310 — £152) .........evuunnnn.... 10,758
Accumulated Depreciation—Equipment............. £ 1,250
Accounts Payable ........cccccoooiiiii 2,100
Salaries and Wages Payable (£E700 — £700)......... 0
Unearned Service Revenue.........ccccceeeveeiieiiinnenne, 890
Share Capital—Ordinary........cccoceevvvviiieeeeeeiinneenn, 10,000
Retained EarningsS.......cccooveveviieeiiii e, 2,880
SEervice REVENUE ......cccvviviiiiicceeeeee e 5,450
Salaries and Wages Expense (£3,300 — £700) .... 2,600
Advertising Expense (£480 + £75) .....ccoovvvvvevnnnnnn. 555
Miscellaneous Expense (£290 — £75)........ccccuuun... 215
Depreciation EXPense......ccoccovvvviiieevveviiie e 500
Maintenance and Repairs Expense.........ccccuue..... 125
£22,570 £22,570
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PROBLEM 4-1B (Continued)

(b) FIRMAMENT ROOFING
Income Statement
For the Month Ended March 31, 2014

Revenues
SEIVICE FEVENUE ......evvveeeee et $6,560
Expenses
Salaries and wages exXpense.......cccceeeeeeeeeeeeeenn, $1,780
Supplies eXPeNnSe ......cceiveviiiiii e 950
Miscellaneous eXPenSe.......ccvevvveeveeveeviiineeeeennnns 280
Depreciation eXpense .....ccooeevveevviiieeeeeiiiineeeeeennns 250
Total eXPensSes.....cccccveevievvieiiiie e 3,260
NEL INCOME ... 3,300
FIRMAMENT ROOFING
Retained Earnings Statement
For the Month Ended March 31, 2014
Retained Earnings, March 1 ..o $ 0
Add: NEtINCOME ...t e 3,300
3,300
LeSS: DIVIAENdS ..o o 1,100
Retained Earnings, March 31 .......ccooiiiiiiiiiiiiiceie e, $2,200
FIRMAMENT ROOFING
Statement of Financial Position
March 31, 2014
Assets
Property, plant, and equipment
EQUIPMENT ..o $11,000
Less: Accum. depreciation—equipment......... 1,500 $ 9,500
Current assets
SUPPHES ..ot 550
Accounts receivable........ccoviiiii, 2,700
CaSh . 2,720 5,970
Total @SSELS .ovviiiiiiee e $15.470
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PROBLEM 4-1B (Continued)

FIRMAMENT ROOFING
Statement of Financial Position (Continued)
March 31, 2014

Equity and Liabilities

Equity
Share capital—ordinary.........ccccccvvvvvvvveeeeveennnnee. $10,000
Retained earnings ........oooovvvvviiiiiieeeeeeeeeeeeeeiian, 2,200 $12,200
Current liabilities
Accounts payable ......c..ccooooiiiiii 2,500
Salaries and wages payable............cccviiiiiinenn 480
Unearned SEerviCe reVeNUE ........ccceeeveeeeeeeeeeennnnnnns 290 3,270
Total equity and liabilities ........cccccoovviiiiiiiii, $15.470
(c) Mar.31 Supplies EXpense.....ccccocooviiviiiiiiiiiveiiinnenn, 950
SUPPHIES .o 950
31 Depreciation EXpense........ccccoceeeeeeiiinnenennn, 250
Accumulated Depreciation—
Equipment ..o 250
31 Unearned Service Revenue............cccuuennn.. 260
Service Revenue.........cccccvvvveviiivnnnnnnn. 260
31 Salaries and Wages Expense..................... 480
Salaries and Wages Payable. .............. 480
(d) Mar.31 Service ReVeNUEe........cccceiviiieiiiiiieeeeeiie e, 6,560
INnCome SumMmary.......ccooeeeeieeiniiennnennnn. 6,560
31 INnCOME SUMMAIY ...coovviiiiiiiieeiei e 3,260
Salaries and Wages Expense............. 1,780
Supplies EXpense........cccvevviiieeeeennnnnn. 950
Depreciation EXpense.......cccccceeeeveennn. 250
Miscellaneous Expense.............ccceeee. 280
31  InCOMEe SUMMAIY ..covviviiiieeieeieceeeeee e 3,300
Retained Earnings .......cccoovvvvviviiniienenns 3,300
31 Retained EarningsS......cccceeeviivieiviiineeceeiiinn, 1,100
DIVIdends ..., 1,100
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PROBLEM 4-2B

() EAGLE COMPANY
Partial Worksheet
For the Year Ended December 31, 2014

Adjusted Income Statement of
Account Trial Balance Statement Financial Position
No. Titles Dr. Cr. Dr. Cr. Dr. Cr.
101 Cash 5,300 5,300
112 Accounts Receivable 10,800 10,800
126  Supplies 1,500 1,500
130 Prepaid Insurance 2,000 2,000
157 Equipment 27,000 27,000
158 Acc. Depr.—Equip. 5,600 5,600
200 Notes Payable 15,000 15,000
201 Accounts Payable 4,600 4,600
212 Salaries and Wages
Payable 2,400 2,400
230 Interest Payable 600 600
311 Share Capital—Ordinary 10,000 10,000
320 Retained Earnings 4,200 4,200
332 Dividends 5,000 5,000
400 Service Revenue 59,000 59,000
610 Advertising Expense 8,400 8,400
631 Supplies Expense 4,000 4,000
711 Depreciation Expense 5,600 5,600
722 Insurance Expense 3,200 3,200
726 Salaries and Wages
Expense 28,000 28,000
905 Interest Expense 600 600
Totals 101,400 101,400 49,800 59,000 51,600 42,400
Net Income 9,200 9,200
Totals 59,000 59,000 51,600 51,600
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PROBLEM 4-2B (Continued)

(b)

EAGLE COMPANY
Income Statement
For the Year Ended December 31, 2014
Revenues
SEerVICE reVENUE......coe et £59,000
Expenses
Salaries and wages expense..........ccccevvvnnnnnn. £28,000
Advertising eXPenSe .....cccecvvevveiieeeeeeriiineeeeennns 8,400
Depreciation eXpense......cccceevveevevvviieeeeeennnnnn. 5,600
Supplies eXpPense......cvciiiiieeeice e 4,000
INSUrance exXPeNSEe....cccoveviiiiinieiieeieeei e, 3,200
INterest eXPensSe.....coviiiiiiiiii e 600
Total eXpenses ......eveeviiviieiiineeeeen, 49,800
NEt INCOME .o £ 9,200
EAGLE COMPANY
Retained Earnings Statement
For the Year Ended December 31, 2014
Retained Earnings, January 1 .......cccccccieieiiiiiiiiiiii e, £4,200
Add: NetiNCOME ..o 9,200
13,400
LeSS: DIVIAENAS ...uciiii e 5,000
Retained Earnings, December 31.......ccccoooiiiiiiiiiinn £8,400
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PROBLEM 4-2B (Continued)

EAGLE COMPANY
Statement of Financial Position
December 31, 2014

Assets

Property, plant, and equipment

EQUIPMENt ..o £27,000

Less: Accumulated depreciation—

eqUIPMENT...ccceiiiie e, 5600 £21,400

Current assets

Prepaid inSurance .........ccooeeeviieeeeiiee e, 2,000

SUPPHES .o 1,500

Accounts receivable........ccccooeevviiiiiieeeeiinnnn. 10,800

Cash ..o 5,300 19,600
TOotal @SSELS oovviiiiiiiiee £41.,000

Equity and Liabilities

Equity

Share capital—ordinary ......ccccooeevvvviiineennnnns £10,000

Retained earnings .......cccoeeveviiieeeeiiiee e 8,400 £18,400
Non-current liabilities

Notes payable (due after 2015)..................... 12,000
Current liabilities

Notes payable (due in 2015) .........ccceevvennnnnee. 3,000

Accounts payable........ccccccceiiiiiiiiiiine, 4,600

Salaries and wages payable........ccccccooeeens 2,400

Interest payable ..., 600 10,600
Total equity and liabilities .......ccccccooveviiiiiiiiiennnnn, £41,000
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PROBLEM 4-2B (Continued)

(c)

General Journal J14
Date Account Titles Ref. Debit Credit

Dec. 31 Service Revenue .......ccccceveevvviviiieennnns 400 59,000
Income Summary.........ccceeeeeenenn. 350 59,000

31 Income SumMmary .......cccoeeveveeennieennnnnns 350 49,800
Advertising Expense.................. 610 8,400
Supplies Expense......cc.ccccceeeeees 631 4,000
Depreciation Expense. ............... 711 5,600
Insurance Expense.......c............ 722 3,200
Salaries and Wages Expense ... 726 28,000
Interest EXpense......ccc.cceveeennneee 905 600

31 Income SUMMAary ....cccoeevivveiineeinieennnns 350 9,200
Retained Earnings .......cccccce...... 320 9,200

31 Retained Earnings.......cccooeevvvvviinieeeenns 320 5,000
DividendS.......ooeovevieiiiiieieeeeen, 332 5,000

(d)

Retained Earnings No. 320
Date Explanation Ref. Debit Credit Balance
Jan. 1 Balance v 4,200 4,200
Dec. 31 Closing entry J14 9,200 13,400
31 Closing entry J14 5,000 8,400
Dividends No. 332
Date Explanation Ref. Debit Credit Balance
Dec. 31 Balance v 5,000 5,000
31 Closing entry J14 5,000 0
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PROBLEM 4-2B (Continued)

Income Summary No. 350
Date Explanation Ref. Debit Credit Balance
Dec. 31 Closing entry J14 59,000 59,000
31 Closing entry J14 49,800 9,200
31 Closing entry J14 9,200 0
Service Revenue No. 400
Date Explanation Ref. Debit Credit Balance
Dec. 31 Balance v 59,000 59,000
31 Closing entry J14 59,000 0
Advertising Expense No. 610
Date Explanation Ref. Debit Credit Balance
Dec. 31 Balance v 8,400 8,400
31 Closing entry J14 8,400 0
Supplies Expense No. 631
Date Explanation Ref. Debit Credit Balance
Dec. 31 Balance v 4,000 4,000
31 Closing entry J14 4,000 0
Depreciation Expense No. 711
Date Explanation Ref. Debit Credit Balance
Dec. 31 Balance v 5,600 5,600
31 Closing entry J14 5,600 0
Insurance Expense No. 722
Date Explanation Ref. Debit Credit Balance
Dec. 31 Balance v 3,200 3,200
31 Closing entry J14 3,200 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 28,000 28,000
31 Closing entry J14 28,000 0
Interest Expense No. 905
Date Explanation Ref. Debit Credit Balance
Dec. 31 Balance v 600 600
31 Closing entry J14 600 0
(e) EAGLE COMPANY
Post-Closing Trial Balance
December 31, 2014
Debit Credit
CaSh oo £ 5,300
Accounts Receivable........c..cc.iiiiiien, 10,800
SUPPHES . 1,500
Prepaid INSUrancCe..........ccccceeeeieevieviiie e, 2,000
EQUIPMENT ..o 27,000
Accumulated Depreciation—

EqUIpmMeENt ... £ 5,600
Notes Payable ........ccccooiiiiiiiiii e, 15,000
Accounts Payable..........ccooov i, 4,600
Salaries and Wages Payable ............................. 2,400
Interest Payable .........ccoooovviiiiiii 600
Share Capital—Ordinary .......ccccceeeviiiiiiiiinneeeennnnn 10,000
Retained Earnings .........ccccvviiieeviiiiiiie e, 8,400

Totals oo £46,600 £46,600
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PROBLEM 4-3B

(@) LATHROP COMPANY
Income Statement
For the Year Ended December 31, 2014

Revenues
SEIrVICE FEVENUE .....ceeeeeeeeeeiiiiieeeee e, $56,000
Expenses
Salaries and wages eXpense.......ccccceeeeeeeenns $27,000
Depreciation eXpense ........cccceevveeeeeevevnineennn, 3,000
INSUranCe eXPEeNSE ....oovvvviiiiiieeiieeii e 1,800
Maintenance and repairs expense............... 1,600
ULIlitieS eXPENSE ...ooieviiiiiii e, 1,400
Total eXPenses......cccccveeeeevveiiiiee e, 34,800
NEt INCOME ...ui i $21.200
LATHROP COMPANY
Retained Earnings Statement
For the Year Ended December 31, 2014
Retained Earnings, January L........cccooviiiiiiiiiiiiieeecceiinen, $16,400
Add: NetiNCOMEe.....ccociii e 21,200
37,600
LesS: DIVIAENdS......ooeiiiiiiiiiee e 8,000
Retained Earnings, December 31 ...........ccooiiiiiiiiinnnnn. $29.600
LATHROP COMPANY
Statement of Financial Position
December 31, 2014
Assets
Property, plant, and equipment
EQUIPMENT ...oiiiiiiiiiieieieeeeeeeeeeeeeeeeeeeeeeee e $28,000
Less: Accumulated depreciation—
(=To 1011 o] 14 1=T 0| 4,500 $23,500
Current assets
Prepaid iNSUrancCe .......cccceeeeeevvviiiieeeeeeiee e, 2,800
Accounts receivable..........ccoooeviiiiiiiceiiinnnnn. 10,800
Cash ..o 8,900 22,500
Total @SSEetS .., $46.000
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PROBLEM 4-3B (Continued)

LATHROP COMPANY
Statement of Financial Position (Continued)
December 31, 2014

Equity and Liabilities

Equity
Share capital—ordinary.........cccccceeeevvvvveennnnnnns $12,000
Retained earnings ..........ccccevvvvvvieeieee e, 29,600 $41,600
Current liabilities
Accounts payable .......c.cciiiiiiiin 2,000
Salaries and wages payable............ccvvee. 2,400 4,400
Total equity and liabilities.........ccccccevveeviiiiiieeniennn, 46,000
(b)
General Journal
Date Account Titles Ref. Debit Credit
Dec. 31 Service REVENUE ......ccvvveveieviiiiiieeinns 400 56,000
Income Summary ........c.ccceeeeeenn. 350 56,000
31 Income Summary .....cccoooeeevieeeennneeennnn. 350 34,800
Maintenance and Repairs
EXpense ..., 622 1,600
Depreciation Expense................ 711 3,000
Insurance Expense ........ccccoeee.... 722 1,800
Salaries and Wages Expense.... 726 27,000
Utilities Expense ........cccoeevvnene. 732 1,400
31 Income SUMMaArY ......cocceveivieeinneeinnnens 350 21,200
Retained Earnings..........cccceuveen. 320 21,200
31 Retained EarningsS......ccccceeevvevvevinnnnnn. 320 8,000
Dividends .......ccooovviviiiiiiiiiieeiinn, 332 8,000
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PROBLEM 4-3B (Continued)

(c)
Retained Earnings No. 320 Maintenance and Repairs
12/31 8,000| 1/1 Bal. 16,400 Expense No. 622
12/31 21,200 12/31Bal. 1,600 [12/31 1,600
12/31 Bal. 29,600
o Depreciation Expense No. 711
Dividends No. 332 12/31 Bal. 3,000 [12/31 3,000
12/31 Bal.  8,000[12/31 8,000
Insurance Expense No. 722
Income Summary  No. 350 12/31Bal.  1,800]12/31 1,800
12/31 34,800|12/31 56,000
12/31 21,200
56,000 56,000 Salaries and Wages
Expense No. 726
12/31 Bal. 27,000 | 12/31 27,000
Service Revenue  No. 400
12/31 56,000| 12/31 Bal. 56,000
Utilities Expense No. 732
12/31Bal.  1,400]12/31 1,400
(d) LATHROP COMPANY

Post-Closing Trial Balance
December 31, 2014

Debit Credit
CaSh oo $ 8,900
Accounts Receivable........ccccooiiiiiiiiiiic, 10,800
Prepaid INSUrancCe ........cccoeeevvieeiiiii e 2,800
EQUIPMENt ... 28,000
Accumulated Depreciation—Equipment........... $ 4,500
Accounts Payable .........cccooooiiiiiiii 2,000
Salaries and Wages Payable..................uneni. 2,400
Share Capital—Ordinary........cccceevvviieeeeeeiinnnenn. 12,000
Retained EarningsS......ccccoeevviiviiiiiiiiecceiieeeeeeiin, 29,600
TOtAlS oo $50,500 $50,500
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PROBLEM 4-4B (Continued)

(b) CARROLL MANAGEMENT SERVICES INC.
Statement of Financial Position
December 31, 2014

Assets
Property, plant, and equipment
Land ...ccoooeiiiiiie e £ 67,000
Buildings .....ccoooovviiiiii £127,000
Less: Accumulated
depreciation—buildings ... 3.000 124,000

Equipment ..., 59,000
Less: Accumulated
depreciation—equipment.. 3,600 _ 55,400 £246,400

Current assets

Prepaid insurance .........c.cccoeeeeeens 1,800

Accounts receivable..................... 26,300

Cash..cieiii 13,800 41,900
Total asSets ..ccoovvvveviiiiiieece e, £288,300

Equity and Liabilities

Equity

Share capital—ordinary .....cccccooevvvviiiineennnnns £80,000

Retained earnings ........ccceeveviiiiiieiiie e, 62,700* £142,700
Non-current liabilities

Mortgage payable (due after 2015) .............. 95,000
Current liabilities

Mortgage payable (due in 2015)................... 25,000

Accounts payable.........cccccceiiiiiiiiine, 12,500

Interest payable ... 9,600

Unearned rent revenue ........ccccceeeeeeeeevnneeennn, 3,500 50,600
Total equity and liabilities ........cccccoovevvviiiiiiennnnnn, £288,300

*£54,000 + £24,700 — £16,000
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PROBLEM 4-4B (Continued)

(c) Dec.31 Insurance Expense........cccccciiiieieennnnns 1,800
Prepaid Insurance ..........cccccceenen. 1,800
31 Depreciation Expense.........cccccceeeeeeennns 6,600
Accumulated Depreciation—
Buildings .....ccccoovvieviiiiien, 3,000
Accumulated Depreciation—
Equipment.......ccoooviiiiiiiiii. 3,600
31 Unearned Rent Revenue..........cccceeen.... 4,500
Rent Revenue ...........ccooeeeiiiiineennn. 4,500
31 Interest EXpense ..., 9,600
Interest Payable........cccccoeevriiennnnnnn. 9,600
(d) Dec.31 Service Revenue ......c.cccccoeiveveiiieeennnnnnn, 90,700
Rent Revenue ..o, 30,500
Income Summary ........coceeveevieeenn. 121,200
31 Income SUMmMary .....ccccceevvevneeiinieeinneennn 96,500
Salaries and Wages Expense....... 42,000
Advertising Expense.........ccccuuunn.n. 17,500
Interest EXpense.......cccoeeeivvivnnennnn. 9,600
Utilities Expense.......cccoeevvevvieeeeee, 19,000
Depreciation Expense................... 6,600
Insurance Expense........ccooevvvnnennnn. 1,800
31 Income SUMMAIY ....ccoeveeevineieiineeeninnnne, 24,700
Retained Earnings..........ccccceee.. 24,700
31 Retained EarningsS......cccccovvvvvviviinneenennns 16,000
Dividends .......ccovvviiiiiiiieiiiieeiiiiinn, 16,000
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PROBLEM 4-4B (Continued)

(e) CARROLL MANAGEMENT SERVICES INC.
Post-Closing Trial Balance
December 31, 2014

Debit Credit

Cash oo £ 13,800
Accounts Receivable ..., 26,300
Prepaid INnSurancCe ........ccoocoeiieeiiiin e, 1,800
LaNd ..o 67,000
BUildingS .....ooiiiiiiie e 127,000
Accumulated Depreciation—Buildings......... £ 3,000
EqQUIpPMENt ... 59,000
Accumulated Depreciation—Equipment....... 3,600
Accounts Payable ........cccooooiiiiiiii i, 12,500
Interest Payable..........ccccooeii i, 9,600
Unearned Rent Revenue.........cccovvvivvviinneennn. 3,500
Mortgage Payable .......cccccceiiiiiiiiiiinii, 120,000
Share Capital—Ordinary............ccccceeeeeeerennnnnn. 80,000
Retained EarningsS......cccccceevvevvviiiiii e, 62,700

£294,900 £294,900
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PROBLEM 4-5B

(a)

General Journal J1
Date Account Titles Ref. Debit Credit

July 1 Cash ., 101 20,000
Share capital—ordinary ............ 311 20,000

1 EqUIPMENt .o 157 12,000
Cash oo 101 4,000
Accounts Payable...................... 201 8,000

3 SUPPES .o 126 2,100
Accounts Payable...................... 201 2,100

5 Prepaid Insurance.........ccccoeeeeeeerennnnnn.. 130 1,800
Cash ... 101 1,800

12 Accounts Receivable.......................... 112 5,900
Service Revenue........ccccceeeeeeenns 400 5,900

18 Accounts Payable...........ccccooeeieiennnnnin. 201 2,900
Cash ... 101 2,900

20 Salaries and Wages Expense. ............ 726 4,500
Cash ... 101 4,500

21 Cash ., 101 4,400
Accounts Receivable................. 112 4,400

25 Accounts Receivable............ccccceee... 112 8,000
Service Revenue........ccccceeeeeeenns 400 8,000

31 Gasoline Expense......cccccoeeeieeviiinnnnnnn. 633 350
Cash ... 101 350

31 Dividends.....ccooooevviiiiiiiiiiee e, 332 1,200
Cash ... 101 1,200

Copyright © 2013 John Wiley & Sons, Inc. Weygandt Financial, IFRS, 2/e, Solution’s Manual (For Instructor Use Only) 4-77



PROBLEM 4-5B (Continued)
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PROBLEM 4-5B (Continued)

(@), (e) & (f)

Cash No. 101

Date Explanation Ref. Debit Credit Balance
July 1 J1 20,000 20,000
1 J1 4,000 16,000

5 J1 1,800 14,200

18 J1 2,900 11,300

20 J1 4,500 6,800

21 J1 4,400 11,200

31 J1 350 10,850

31 J1 1,200 9,650
Accounts Receivable No. 112

Date Explanation Ref. Debit Credit Balance
July 12 J1 5,900 5,900
21 J1 4,400 1,500

25 J1 8,000 9,500

31 Adjusting J2 3,300 12,800
Supplies No. 126

Date Explanation Ref. Debit Credit Balance
July 3 J1 2,100 2,100
31 Adjusting J2 1,500 600
Prepaid Insurance No. 130

Date Explanation Ref. Debit Credit Balance
July 5 J1 1,800 1,800
31 Adjusting J2 150 1,650
Equipment No. 157

Date Explanation Ref. Debit Credit Balance
July 1 J1 12,000 12,000
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PROBLEM 4-5B (Continued)

Accumulated Depreciation—Equipment No. 158

Date Explanation Ref. Debit Credit Balance

July 31 Adjusting J2 500 500

Accounts Payable No. 201

Date Explanation Ref. Debit Credit Balance

July 1 J1 8,000 8,000

3 J1 2,100 10,100

18 J1 2,900 7,200

Salaries and Wages Payable No. 212

Date Explanation Ref. Debit Credit Balance

July 31 Adjusting J2 2,200 2,200

Share Capital—Ordinary No. 311

Date Explanation Ref. Debit Credit Balance

July 1 J1 20,000 20,000

Retained Earnings No. 320

Date Explanation Ref. Debit Credit Balance
July 1

31 Closing J3 8,000 8,000

31 Closing J3 1,200 6,800

Dividends No. 332

Date Explanation Ref. Debit Credit Balance

July 31 J1 1,200 1,200

31 Closing J3 1,200 0

Income Summary No. 350

Date Explanation Ref. Debit Credit Balance

July 31 Closing J3 17,200 17,200

31 Closing J3 9,200 8,000

31 Closing J3 8,000 0
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PROBLEM 4-5B (Continued)

Service Revenue No. 400

Date Explanation Ref. Debit Credit Balance
July 12 J1 5,900 5,900
25 J1 8,000 13,900

31 Adjusting J2 3,300 17,200

31 Closing J3 17,200 0
Gasoline Expense No. 633

Date Explanation Ref. Debit Credit Balance
July 31 J1 350 350
31 Closing J3 350 0
Supplies Expense No. 631

Date Explanation Ref. Debit Credit Balance
July 31 Adjusting J2 1,500 1,500
31 Closing J3 1,500 0
Depreciation Expense No. 711

Date Explanation Ref. Debit Credit Balance
July 31 Adjusting J2 500 500
31 Closing J3 500 0
Insurance Expense No. 722

Date Explanation Ref. Debit Credit Balance
July 31  Adjusting J2 150 150
31 Closing J3 150 0
Salaries and Wages Expense No. 726

Date Explanation Ref. Debit Credit Balance
July 20 J1 4,500 4,500
31 Adjusting J2 2,200 6,700

31 Closing J3 6,700 0
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PROBLEM 4-5B (Continued)

(d) BRENNAN'S CLEANING SERVICE
Income Statement
For the Month Ended July 31, 2014
Revenues
SEIVICE FBVENUE .....eeeiieviee e et et e $17,200
Expenses
Salaries and wages expense........ccceceeeeeennnnns $6,700
Supplies eXpense .....ccccevvevveviiiiieeee e 1,500
Depreciation eXpense .....cccooevvvvveiieeveeiinineeeenn, 500
Gasoline expense......cccovvvvveviiiie e 350
INSUrancCe eXPEeNSE ....covvvvieeiieineeie e 150
Total eXPensSes.....cccccceevvievveiiiieeeee e 9,200
NEL INCOME ... e $ 8,000
BRENNAN'S CLEANING SERVICE
Retained Earnings Statement
For the Month Ended July 31, 2014
Retained Earnings, July L..........ccccoviiieneieeceniinnne, $ 0
Add: NetinNnCOMEe......ooviiiiiiee e 8,000
8,000
Less: DIvidendsS........coouuiiiiiiiiieiieeeeii e 1,200
Retained Earnings, July 31......ccccoviiiiiiiiiiiiiiiin, $ 6,800
BRENNAN'S CLEANING SERVICE
Statement of Financial Position
July 31, 2014
Assets
Property, plant, and equipment
EQUIPMENT ..o $ 12,000
Less: Accumulated depreciation—
EQUIPMENT ..eeiiiiiiieccee e 500 $ 11,500
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PROBLEM 4-5B (Continued)

BRENNAN'S CLEANING SERVICE
Statement of Financial Position (Continued)

July 31, 2014

Assets (Continued)

Current assets

Prepaid inSUrancCe..........ccceeeeeveiee e 1,650
SUPPHIES e 600
Accounts receivable ............cccooei i, 12,800
Cash .o 9,650 24,700
Total @SSEetS ..ovviiiiiii e $36,200
Equity and Liabilities
Equity
Share capital—ordinary.........ccccccvvvvevvvervnnnnee. $20,000
Retained earnings..........cccccoeeveeiiiiiii, 6,800 $26,800
Current liabilities
Accounts payable ...........cccccieiiiiiiii 7,200
Salaries and wages payable............ccccvnnnnn. 2,200 9,400
Total equity and liabilities.........cccccceeveiiiiiiiieniennn, $36.200
(e)
General Journal J2
Date Account Titles Ref. Debit Credit
July 31 Accounts Receivable......................... 112 3,300
Service Revenue.........ccccceeenn.n. 400 3,300
31 Depreciation EXpense .........ccccce....... 711 500
Accumulated Depreciation—
Equipment .........cooviiiiiinnens 158 500
31 Insurance EXpPense......ccccccoevveiniiennnnn. 122 150
Prepaid Insurance.........cccc........ 130 150
31 Supplies EXpense......ccccooeeevvevinnneennne, 631 1,500
SupplieS....coovveviiiiiiie, 126 1,500
31 Salaries and Wages Expense. ........... 726 2,200
Salaries and Wages Payable ... 212 2,200
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PROBLEM 4-5B (Continued)

(f) General Journal
J3
Date Account Titles Ref. Debit Credit
July 31 Service Revenue..........ccccceeveviviieeeennnn. 400 17,200
Income Summary.........ccoeevevnnnens 350 17,200
31 Income SUMMary.....c.cccoeeveuieeevneeennnnns 350 9,200
Salaries and Wages Expense... 726 6,700
Depreciation Expense............... 711 500
Insurance Expense.................... 722 150
Supplies Expense.............cccc..... 631 1,500
Gasoline Expense......cccccoeeeeeee. 633 350
31 Income SUMMAary....cccccceveveinieeininennnanns 350 8,000
Retained Earnings........ccccceo...... 320 8,000
31 Retained Earnings .......ccooeevvvviieeeeennnns 320 1,200
Dividends ......ooeveiiiiiiiiiieeen, 332 1,200
(9) BRENNAN'S CLEANING SERVICE
Post-Closing Trial Balance
July 31, 2014
Debit Credit
CaSh oo ——— $ 9,650
Accounts Receivable.......cccccooiiiiiiiiiiic, 12,800
SUPPHES e 600
Prepaid INSUrancCe ........cccceeveeveiiiiie e, 1,650
EQUIPMENT ... 12,000
Accumulated Depreciation—Equipment........... $ 500
Accounts Payable ........cccccoooiiiii, 7,200
Salaries and Wages Payable..........c......cooeennnni.n. 2,200
Share Capital—Ordinary.....c.cccooeevvevvviiiierieninnnnnn. 20,000
Retained EarningsS.......cccooovviiviiiiii i, 6,800

$36.700 $36,700
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COMPREHENSIVE PROBLEM: CHAPTERS 2 TO 4

(a)

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

July 1 Cash. . 101 15,000
Share Capital—Ordinary .......... 311 15,000

1 EqUIPMENt .o 157 10,000
Cash oo, 101 3,000
Accounts Payable..................... 201 7,000

3 SUPPHES oo 126 1,700
Accounts Payable..................... 201 1,700

5 Prepaid Insurance..........cccceeeeeeeeeennnnn.. 130 1,800
Cash oo, 101 1,800

12 Accounts Receivable.......................... 112 4,200
Service Revenue.........cccccunn..... 400 4,200

18 Accounts Payable.............cccevvieiiiinnn 201 1,400
Cash oo 101 1,400

20 Salaries and Wages Expense ............ 726 1,900
Cash oo 101 1,900

21 Cash ., 101 2,400
Accounts Receivable................ 112 2,400

25 Accounts Receivable.......................... 112 2,100
Service Revenue.........cccccunn..... 400 2,100

31 Gasoline Expense......cccccoeeiieeviiinnnn.. 633 400
Cash oo, 101 400

31 Dividends.....ccoooovviiiiiiiiiiie e, 332 500
Cash oo 101 500
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COMPREHENSIVE PROBLEM (Continued)
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COMPREHENSIVE PROBLEM (Continued)

(@), (e) & (f)

Cash No. 101

Date Explanation Ref. Debit Credit Balance
July 1 J1 15,000 15,000
1 J1 3,000 12,000

5 J1 1,800 10,200

18 J1 1,400 8,800

20 J1 1,900 6,900

21 J1 2,400 9,300

31 J1 400 8,900

31 J1 500 8,400
Accounts Receivable No. 112

Date Explanation Ref. Debit Credit Balance
July 12 J1 4,200 4,200
21 J1 2,400 1,800

25 J1 2,100 3,900

31 Adjusting J2 1,300 5,200
Supplies No. 126

Date Explanation Ref. Debit Credit Balance
July 3 J1 1,700 1,700
31 Adjusting J2 1,420 280
Prepaid Insurance No. 130

Date Explanation Ref. Debit Credit Balance
July 5 J1 1,800 1,800
31 Adjusting J2 150 1,650
Equipment No. 157

Date Explanation Ref. Debit Credit Balance
July 1 J1 10,000 10,000
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COMPREHENSIVE PROBLEM (Continued)

Accumulated Depreciation—Equipment No. 158
Date Explanation Ref. Debit Credit Balance
July 31  Adjusting J2 200 200
Accounts Payable No. 201
Date Explanation Ref. Debit Credit Balance
July 1 J1 7,000 7,000
3 J1 1,700 8,700
18 J1 1,400 7,300
Salaries and Wages Payable No. 212
Date Explanation Ref. Debit Credit Balance
July 31  Adjusting J2 630 630
Share Capital—Ordinary No. 311
Date Explanation Ref. Debit Credit Balance
July 1 J1 15,000 15,000
Retained Earnings No. 320
Date Explanation Ref. Debit Credit Balance
July 31 Closing J3 2,900 2,900
31 Closing J3 500 2,400
Dividends No. 332
Date Explanation Ref. Debit Credit Balance
July 31 J1 500 500
31 Closing J3 500 0
Income Summary No. 350
Date Explanation Ref. Debit Credit Balance
July 31 Closing J3 7,600 7,600
31 Closing J3 4,700 2,900
31 Closing J3 2,900 0
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COMPREHENSIVE PROBLEM (Continued)

Service Revenue No. 400

Date Explanation Ref. Debit Credit Balance

July 12 J1 4,200 4,200

25 J1 2,100 6,300

31 Adjusting J2 1,300 7,600

31 Closing J3 7,600 0

Gasoline Expense No. 633

Date Explanation Ref. Debit Credit Balance

July 31 J1 400 400

31 Closing J3 400 0

Supplies Expense No. 631

Date Explanation Ref. Debit Credit Balance

July 31 Adjusting J2 1,420 1,420

31 Closing J3 1,420 0

Depreciation Expense No. 711

Date Explanation Ref. Debit Credit Balance

July 31  Adjusting J2 200 200

31 Closing J3 200 0

Insurance Expense No. 722

Date Explanation Ref. Debit Credit Balance

July 31 Adjusting J2 150 150

31 Closing J3 150 0

Salaries and Wages Expense No. 726

Date Explanation Ref. Debit Credit Balance

July 20 J1 1,900 1,900

31 Adjusting J2 630 2,530

31 Closing J3 2,530 0
Copyright © 2013 John Wiley & Sons, Inc. Weygandt Financial, IFRS, 2/e, Solution’s Manual (For Instructor Use Only) 4-89



COMPREHENSIVE PROBLEM (Continued)

(d) MARY'S MAIDS CLEANING SERVICE
Income Statement
For the Month Ended July 31, 2014

Revenues
SEIVICE FBVENUE .....eeeevveee et $7,600
Expenses
Salaries and wages expense........ccceceeeeeennnnns $2,530
Supplies eXpense .....cccceevevveviiiie e 1,420
Gasoline exXpense.....ccccovvevveeiiiie e 400
Depreciation eXpense ......ccovvevvveiieeveeiiineeeeee, 200
INSUrancCe eXPEeNSE ....covvvvieeiieineeie e 150
Total eXPensSes.....cccccceevvevvieiiiieeeeeee e, 4,700
NEt INCOME ..uiiiii e 2,900
MARY'S MAIDS CLEANING SERVICE
Retained Earnings Statement
For the Month Ended July 31, 2014
Retained Earnings, JUlY L........cccovvvvviiviiiiieiieeeeieeeeeeeeeeeeeeeeee $ 0
Add: NEetINCOME....coiiiieeiieie e 2,900
2,900
LeSS: DIVIAENdS ..o 500
Retained Earnings, July 31.......ccooiiiiiiiiiiiie e, 2.400
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COMPREHENSIVE PROBLEM (Continued)

MARY'S MAIDS CLEANING SERVICE
Statement of Financial Position
July 31, 2011

Assets

Property, plant, and equipment

Equipment............. $10,000

Less: Accumulated depreciation—

EQUIPMENT.....ciiiie e 200 $ 9,800

Current assets

Prepaid inSurancCe.........ccccoevevieiie i 1,650

SUPPHES e 280

Accounts receivable .......cooovieiiiinie 5,200

Cash .o 8,400 15,530
Total @SSELS .o $25,330

Equity and Liabilities

Equity

Share capital—ordinary..........cccccvvvvvvvvernennnee. $15,000

Retained earnings .........ccceeeveviviiiiiiieee e, 2400 $17,400
Current liabilities

Accounts payable .......c.ccviiiiiii 7,300

Salaries and wages payable............cccevne 630 7,930
Total equity and liabilities.........cccccoevveeviiiiiiieenennnn, $25,330
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COMPREHENSIVE PROBLEM (Continued)

(e)
General Journal J2
Date Account Titles Ref. Debit Credit
July 31  Accounts Receivable......................... 112 1,300
Service Revenue.........c..ccceevennn. 400 1,300
31 Depreciation EXpense........ccccceeeeeeenn. 711 200
Accumulated Depreciation—
Equipment.......cccccooiiiiiiiiinnnnnn. 158 200
31 Insurance EXpense........ccccooviiiiieinnnnnns 122 150
Prepaid Insurance.................... 130 150
31 Supplies EXpense.....cccccoeeevveeiiineeennnns 631 1,420
Supplies ..., 126 1,420
31 Salaries and Wages Expense............ 726 630
Salaries and Wages Payable.... 212 630
(f)
General Journal J3
Date Account Titles Ref. Debit Credit
July 31  Service Revenue.........cccooeeveevviiinnnnnne, 400 7,600
Income Summary .......cccoeeeueenn. 350 7,600
31 Income Summary ......cccccceieeieiineeennnn. 350 4,700
Salaries and Wages Expense... 726 2,530
Depreciation Expense............... 711 200
Insurance Expense.................... 722 150
Supplies Expense...........ccceuue.... 631 1,420
Gasoline Expense .........cceevveen... 633 400
31 Income SUMMaAry .......ccooeveuiieeininennnnnns 350 2,900
Retained Earnings..................... 320 2,900
31 Retained Earnings........ccoccvvvvviieieeennn. 320 500
Dividends .......ccceeiviiviiiiiieeeeeen, 332 500
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COMPREHENSIVE PROBLEM (Continued)

@) MARY'S MAIDS CLEANING SERVICE
Post-Closing Trial Balance
July 31, 2014

Debit Credit
CaSh o $ 8,400
Accounts Receivable........ccccoovviiiiiin 5,200
SUPPHES . 280
Prepaid INSUrancCe..........ccccceeeeieevieiiiie e, 1,650
EQUIPMENT ..o 10,000
Accumulated Depreciation—Equipment .......... $ 200
Accounts Payable...........ccccooooi i 7,300
Salaries and Wages Payable ............ccc......oocl 630
Share Capital—Ordinary .......ccccoeevvieiiiiiiiinnenennnns 15,000
Retained Earnings .........cooviiiiiiviiiiiee e 2,400

$25,530  $25,530
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CCC4 CONTINUING COOKIE CHRONICLE

(a)
COOKIE CREATIONS
Income Statement
For the Two Months Ended December 31, 2014
Revenues
SEIVICE FEVENUE......ceiitvtieeeeeeeiteeee e e e et e e, $4,515
Expenses
Supplies eXPENSe ... $1,025
Salaries and wages eXPenSe......cccceevevveeriiieeereennnnnnns 1,006
AdVertiSiNng EXPEeNSEe ......oviiiiieiiie e e e 165
ULIHITIES EXPENSE ... 125
INSUIranNCe EXPENSE ....ivieiiiieeeeeee e 110
Depreciation eXPeNSEe ......oovvveveiiieeeeeiiiiee e e e 40
INtEresSt EXPENSE ....covieiiiiiiiie e 15
Total eXPENSES....vuiiiiiiec e 2,486
NEL INCOME ..eiii e e 2,029
COOKIE CREATIONS
Retained Earnings Statement
For the Two Months Ended December 31, 2014
Retained earnings, November 1.........ccccccvvvvvvvvvvvnnnnene. $ 0
Add: NEetiNCOMEe . ....ccoooiiiiiie e 2,029
2,029
LesS: DIVIAeNdS ....c.uieiiiiieici e 500
Retained earnings, December 31..........cccoevviiieevennnnnnn. 1,529
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CCC4 (Continued)
(a) (Continued)
COOKIE CREATIONS

Statement of Financial Position
December 31, 2014

Assets
Property, plant, and equipment
=0 LU T o] 4 1=1 o | SRR $1,200
Less: Accumulated depreciation—equipment........ 40 $1,160
Current assets
Prepaid iNSUranCe........cocuiieiiiiee e 1,210
SUPPHES oo 350
Accounts receivable ... 875
CaASH e 1,180
Total current asSetS ...ooovvviviiiiiiieeeeee e, 3,615
TOtAl ASSELS oniiniiiiie e 4775
Equity and Liabilities
Equity
Share Capital—Ordinary ........ccccccceeeeeeiinnnnnne, $ 800
Retained earnings........cccccceveeeeeeeeeieccciivnneeen. 1,529 $2,329
Non-current liabilities
Interest payable .........ccovvviiiii $ 15
Notes payable ......ccccooveviiiii 2,000
Total non-current liabilities ..........c..ooeo..... 2,015
Current liabilities
Accounts payable.........cccccviiiiiiiiiiii, 75
Salaries and wages payable ........cccccccoooee. 56
Unearned SEerviCe reVEeNUE .......coeeevvveveenneennnns 300
Total current liabilities ......c.ccoeeevvveivenenn. 431
Total liabilities .....coveeveiiiieee, 2,446
Total equity and liabilities................... 4,775
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CCC4 (Continued)

(b) GENERAL JOURNAL J4
Date Account Titles Debit Credit
2014
Dec. 31 Service REVENUE ......cceuvvvveeeeieiieeeeeeeeenn 4515
Income Summary .......cccceevveviiiiineennnn. 4,515
31 Income Summary......coccceeeeieineineineenns 2,486
Salaries and Wages Expense............ 1,006
Utilities EXpense ......cccccovvveiviiievennnnnn. 125
Advertising Expense.......cccccooeevviinnenn. 165
Supplies EXpense .......cccoeeevvvviiieeeennns 1,025
Insurance ExXpense ......ccococeivviiineennnn. 110
Depreciation Expense............ccceevvenn. 40
Interest EXPense .......ccccevvvevvvvvvnnnennnn. 15
31 Income SumMmary ......coccoeeeieeneeneineens 2,029
Retained Earnings........ccccceeeeveevvennnnnn. 2,029
31 Retained Earnings ........cccccvveeeeevvennnnnennn. 500
DIividends ........ceeviiiiiiiiiieie e 500
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CCC4 (Continued)

C
©) COOKIE CREATIONS
Post-Closing Trial Balance
December 31, 2014

Account Debit Credit

CaSh oo $1,180

Accounts Receivable.........cccccviiiiiiiiiis 875

SUPPHIES e 350

Prepaid INSUrancCe ........ccccceeeeiivviiiiiiee e 1,210

EQUIPMENT ..o 1,200

Accumulated Depreciation—Equipment ................ $ 40

Accounts Payable ... 75

Salaries and Wages Payable...........cccccccovvevvinnnnnn.n. 56

Unearned Service Revenue.........ccccooeeevviieeeiinieeennn, 300

Interest Payable........ccccooooiiiiiiii e 15

Notes Payable........ccccooeiiiiiiiii e 2,000

Share Capital—Ordinary.......ccccceeeiiieiieiiinieeeeiiinn, 800

Retained Earnings.......ccccoovviiiiiiiieiie e 1,529
4,815 $4,815
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BYP 4-1 FINANCIAL REPORTING PROBLEM

(@)

(b)

()

(d)

(€)

Total current assets were W61,402,589 million at December 31, 2010,
and ¥A54.211,297 million at December 31, 20009.

No. Current assets are normally listed in reverse order of liquidity.
Samsung’s current assets are listed in order of liquidity.

The asset classifications are: (1) current assets, and non-current
assets.

Cash equivalents are investments with original maturities of 3 months
or less that Samsung does not intend to rollover beyond three
months.

Total current liabilities were (39,944 721 million at December 31,
2010, and W34,204,424 million at December 31, 2009.
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BYP 4-2 COMPARATIVE ANALYSIS PROBLEM

(@) Nestlé Zetar
(in millions) (in thousands)

1. Total current assets CHF38,997 £45,670

2. Net property, plant & equipment 21,438 16,583

3. Total current liabilities 30,146 40,474

4. Total equity 62,598 46,287

(b) Current assets are cash and other resources that are reasonably ex-
pected to be realized in cash or sold or consumed within one year or
the company’s operating cycle, whichever is longer. Current liabilities
are obligations that are reasonably expected to be paid from existing
current assets or through the creation of other current liabilities.

Nestlé’s current assets were 29.4% greater than its current liabilities,
while Zetar’s current assets were 12.8% greater than its current liabilities.
From this information, it appears that Nestlé is in a better liquidity
position than Zetar.

Copyright © 2013 John Wiley & Sons, Inc. Weygandt Financial, IFRS, 2/e, Solution’s Manual (For Instructor Use Only) 4-99



BYP 4-3 REAL-WORLD FOCUS

The solution is dependent upon the companies chosen by the student.
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BYP 4-4 DECISION-MAKING ACROSS THE ORGANIZATION

() EVERCLEAN JANITORIAL SERVICE
Statement of Financial Position
December 31, 2014

Assets
Property, plant, and equipment
Equipment
($22,000 + $4,000) ......ccevvvvrrrrnnnnn. $26,000
Less: Accum. depreciation—
equipment
($4,000 + $2,000) .......cccuveeeen 6,000 $20,000
Delivery trucks ($34,000 + $5,000) .. 39,000

Less: Accum. depreciation—
delivery trucks

($5,000 + $5,000)................. 10,000 29,000 $49,000
Current assets
Prepaid insurance ($4,800 X 2/3) ...... 3,200
Supplies
($5,200 — $3,100) ....eeeriiiiieeeeees 2,100
Accounts receivable
($9,000 + $3,900) .......ccvvvvinieeeeenns 12,900
CaSh e, 5,500 23,700
Total aSSetS .o $72,700
Equity and Liabilities
Equity
Share capital—ordinary.......ccccccccvevvvvviiiinnnnnnn.. $30,000
Retained earnings .........cccoovvvviiiieee e 14,330* $44,330
Non-current liabilities
Notes payable, due July 1, 2016 ...................... 15,000
Current liabilities
Notes payable due within one year ................. 10,000
Accounts payable ($1,500 + $620)................... 2,120
Interest payable ($25,000 X 10% X 6/12) ......... 1,250 13,370
Total equity and liabilities ............cccccoeiiiiiiiiiin e, $72.700
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BYP 4-4 (Continued)

EVERCLEAN JANITORIAL SERVICE
Statement of Financial Position (Continued)
December 31, 2014

*Retained earnings balance as reported............... $24,000

Add: Earned but unbilled fees .......cccccccoeieiiiie. 3,900

27,900
Less: Janitorial supplies used.........ccccoeeeeeiiiiennnn, $3,100
Insurance expired ($4,800 X 1/3) ............... 1,600
Depreciation ($2,000 + $5,000) .................. 7,000
Expenses incurred but unpaid.................. 620
Interest aCcCrued.........cccovviviiiiiiiiinneeee e, 1,250

Total oo 13,570

Retained earnings balance as adjusted............... $14,330

(b) Everclean Janitorial Service met the terms of the bank loan because
current assets exceed current liabilities by $10,330 ($23,700 — $13,370)
at December 31, 2014.
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BYP 4-5 COMMUNICATION ACTIVITY

MEMO

To: Accounting Instructor
From: Student

Re: Accounting Cycle

The required steps in the accounting cycle, in the order in which they
should be completed, are:

Analyze business transactions.
Journalize the transactions.

Post to ledger accounts.

Prepare a trial balance.

Journalize and post adjusting entries.
Prepare an adjusted trial balance.
Prepare financial statements.
Journalize and post closing entries.
Prepare a post-closing trial balance.

©Coo~Nok~wNE

The optional steps in the accounting cycle include preparing a worksheet
and preparing reversing entries. If a worksheet is prepared, it is done after
step 3 above, and it includes steps 4 and 6. The worksheet is a form used
to make it easier to prepare adjusting entries and financial statements. If re-
versing entries are prepared, they are journalized and posted after step 9,
at the beginning of the next accounting period. A reversing entry is the
exact opposite of a previously recorded adjusting entry and simplifies the
recording of subsequent transactions.

Copyright © 2013 John Wiley & Sons, Inc. Weygandt Financial, IFRS, 2/e, Solution’s Manual (For Instructor Use Only) 4-103



BYP 4-6 ETHICS CASE

(@) The stakeholders in this case are:

» You, as controller.
» Phil McNally, president.
» Users of the company’s financial statements.

(b) The ethical issue is the continued circulation of significantly misstated
financial statements. As controller, you have just issued misleading
financial statements. You have acted ethically by telling the company’s
president. The president has reacted unethically by allowing the mis-
leading financial statements to continue to circulate.

(c) As controller, you should impress upon the president the consequences
of having those misleading financial statements be detected by some
user or securities regulator. Also stress upon him that you have a
professional obligation to correct the statements or to resign.
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GAAP EXERCISES

GAAP 4-1

The statement of financial position required under IFRS and the balance
sheet prepared under GAAP usually present the same information
regarding a company’s assets, liabilities, and equity at a point in time. IFRS
does not dictate a specific order but most companies list non-current items
before current. Differences in ordering are:

IFRS GAAP

Statement of Financial Balance Sheet

Position presentation presentation
Non-current assets Current assets
Current assets Non-current assets
Equity Current liabilities
Non-current liabilities Non-current liabilities
Current liabilities Stockholders’ equity

Under GAAP, current assets are usually listed in the order of liquidity.

GAAP 4-2
GAAP uses the term balance sheet rather than statement of financial position.

GAAP 4-3

DIAZ COMPANY
Partial Balance Sheet

Current assets

(OF= 1] $ 15,400
Short-term iNVESIMENTS ....ooveiieii e 6,700
Accounts receivable. ..., 12,500
SUPPHIES e 5,200
Prepaid INSUNANCEe......cooci e eeeeaes 3,600

)] = T $43,400
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GAAP 4-4

ZURICH COMPANY
Partial Balance Sheet
December 31, 2014

Current assets

CaASN e $ 13,100

Short-term investmentS.......c.cceeeevieeiiennen. 120

Accounts receivable ......ccovveviiiiiiiine, 4,300

INVENTOTTES cevveeeeeeeeee et 2,700 $20,220
Long-term investments

Investments in StOCK.......covvvvviviiieiiiiiieeeen, 6,500
Property, plant and equipment

Equipment........oooiii 21,700

Less: Accumulated depreciation—

EQUIPMENT .ovveiiirieiiie e 5,700 16,000

TOtal ASSELS cuuieniiiiiee e $42.720
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GAAP 4-5

(@) REGO BOWLING ALLEY
Balance Sheet
December 31, 2014

Assets

Current assets

CaSh oo $18,040

Accounts receivable...............cc.... 7,540

Prepaid inSurancCe.........c....ccceeeeunnnne. 4 680 $30,260
Property, plant, and equipment

Land ...cooeeeeeiiie 67,000

BUildings .......oooevviieeiieieeeeeeeeiee, $128,000

Less: Acc. depr.—buildings ............ 42,600 85,400

Equipment ..o 62,400

Less: Acc. depr.—equipment .......... 18,720 43,680 196,080
Total aSSets ..ooovvvveiiiii e, $226,340

Liabilities and Stockholders’ Equity
Current liabilities

Current portion of notes payable............. $ 13,900

Accounts payable........ccciiiiii, 12,300

Interest payable ..o, 2,600 $28,800
Long-term liabilities

Notes payable ......ccccoooiiiiiii 81,100
Total liabilities ......cccoovviiiieiiiiiiee e, $109,900
Stockholders’ equity

Common StOCK ....ovveei, 90,000

Retained earnings ($22,000 + $4,440%).... 26,440 116,440
Total liabilities and stockholders’ equity ....... $226,340

*Net income = $15,180 — $780 — $7,360 — $2,600 = $4,440

GAAP 4-6

It is possible to compare liquidity and solvency for companies using
different currencies. The ratios that are used to do so, such as the current
ratio and debt to total assets, indicate relative amounts of assets and
liabilities rather than absolute monetary values.
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GAAP FINANCIAL REPORTING PROBLEM

GAAP 4-7

(@) Tootsie Roll’s total current assets at December 31, 2010 were $ 237,591
thousand and at December 31, 2009 were $ 211,878 thousand.

(b) Yes, under GAAP current assets are listed in the order of their
liquidity.

(c) Tootsie Roll’'s assets are classified as current assets, property, plant
and equipment, and other assets.

(d) Tootsie Roll's total current liabilities at December 31, 2010 were
$ 58,505 thousand and at December 31, 2009 were $ 56,066 thousand.
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