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REVIEW QUESTIONS

Question3-1 (LO 3-1)

The revenue recognition principktates that we record revenue in theriod in which we
provide products or servicds customerslf a company sells products provides services to a
customer inthe current yearthen thecompanyshould report the revenue in itsirrentincome
statement. If the company sells products or provides services to a custamerfoliowing year
then it should report the revenue irtho | | o wi incgmeystatanmedt,sand so on.

Question 32 (LO 3-1)

The concept of expense recognition suggelsés we recognize expenses in the same period as
costs are used for providing goods and services to customers. In other words, we repedsexpen
with the revenues they help to generate. Theredauseand-effectrelationship between revenue
and expense recognition implicit in this principome costs are more difficult to match with
revenue and are expensed in the period in which they oceuwe used in business operations.

Question3-3 (LO 3-1)

Net income is an important profitability measure used by investors, creditors, and others i
assessing the performance of the company. Net income equals revenues minus expenesese, T
to accuately assess profitability, it is important that revenues and the expenses that helped
generate those revenues be reported in the same petiewise, it would be difficult to tell from
period to per i oedenerétiegakiiompany 6s prof it

Quesion 3-4 (LO 3-2)

Under caskbasis accounting, revenues are recorded when cash is received and expenses
recorded when cash is paid. In contrast, under acbasi accounting, revenues are recorded when
goods and services are provided to custonfexgenue recognition principleand expenses are
recorded when used to generate revenues.

Question3-5 (LO 3-2)
(1) April 10",
(2) April 10"
(3) April 10"

Question3-6 (LO 3-2)
(1) March 28.
(2) April 10",
(3) May 2,
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Answers taReviewQuestions (cotinued)

Question3-7 (LO 3-2)
(1) April 10",
(2) April 10",
(3) April 10

Question3-8 (LO 3-2)
(1) March 28.
(2) April 10",
(3) May 2,

Question3-9 (LO 3-3)

One of the primary purposes of adjusting entries idloovdor proper application of #nrevenue
recognition principle (revenuesind expense recognitiofexpenses).The revenue recognition
principle andexpense recognition concepe key components of accrdzsis accounting.

Question 310(LO 3-3)

Prepayments are cases where cash isviextbeforerevenue is recognized or where cash is paid
before the expense is recognized. Accruals are cases where cash is regégvectvenue is
recognized or where cash is paiterthe expense is recognized.

Question 311 (LO 3-3)

A prepaid expensmcludes the purchase of supplies, prepaid insurance, and prepaiditeéhe
time of purchase, the purchase is recorded as an asset. When that asset is used (or expires), an
adjusting entrys needed to reduce the asset to its remaining amount andgnimcan expense

Question 312 (LO 3-3)

Deferred revenueincludes a customer paying cash before receiving the related product or
service, such as a magazine subscriptinthe time the cash is received, a liability is recorded.
When those products aisérvices are provided to customersadjusting entryis needed to reduce
the liability to its remaining amount and to recognize revenue

Question 313 (LO 3-3)
An accrued expense includes incurring an expense beforelthedcash outflow, such as when
t he cost of empl oyeesd salari es, utilities, t ax
time. In the period the cost occurs, adjusting entrys needed to record the liability for the amount
to be paid and to recognize an expense

Question 314 (LO 3-3)

An accrued revenue includagcordinga revenue before the related cash inflow, such as
providing products or services to customers on accdarthe period the goods and services are
provided to customers, aujusting entrys needed toecord an asset for the amount to be received
and to recognize revenue

©2019 McGrawHill Education. All rights reserved. Authorized only for instructor use in the classroom. No reproduction or furtherttbstribu
permitted without the prior written consent of McGrélifl Education.
3-2 Financial Accounting, 5e




Chapter 3 The Accounting Cycle: End of the Period

Answers toReviewQuestions (continued)

Question3-15 (LO 3-3)

October 31 Debit Credit
SuppliesExpense( $75 1 $25) 50
Supplies 50

(Consume supplies during the current pelji

Question 316 (LO 3-3)

Yes. Utilities expensand utilities payablevill be understated at the end of September. Utilities
expense should be recorded during the period incurred (that is, in the period it helps to produ
revenues)regardless of whbker it is paid Utilities payable should be recorded in the period the
obligation (debt) arises.

Question3-17 (LO 3-3)

November 30 Debit Credit
Deferred Revenues 20,000
ServiceRevenue 20,000

(Provide services to customers who paid in advance

Question3-18 (LO 3-3)

Yes. Accounts receivable and service revemikk be understated at the end Mfay. Accounts
receivable should be recorded in the period the right to receive cash arises. Service revenue shc
be recorded in the period tlservice $ provided to the customeregardless of whether cash is
received.

Question 319 (LO 3-3)
(a) Prepaid expensBebit SuppliesExpense; crediBupplies.
(b) DeferredrevenueDebit Deferred Revenue creditServiceRevenue.

(c) Accrued expens®ebit Salaries Expense creditSalariesPayable.

(d) Accrued revenudebit AccountsReceivable creditService Revenue

Question 320 (LO 3-4)

The purpose of the adjusted trial balance iBstoall accounts and their balancafser updating
account balances foadjusting entriesand check the equality of total debits and total credits.
Account balances reported on the (unadjusted) trial baldmg®tinclude the effects of adjusting
entries. Account balances reported on the adjusted trial bad@noelude theeffects of adjusting
entries.

Question 321 (LO 3-5)

Classified indicates that assets aeparated into those that provide a benefit over the next year
(current assets) and those that provide a benefit for more than one yeaefforagsetsijrom the
dae of the balance she&imilarly, liabilities are divided into those due over the next year (current
liabilities) and those due in more than one year @t@nm liabilities)from the date of the balance
sheet
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Answers toReviewQuestions (continued)

Question 3-22 (LO 3-5)

Stockh:
Assets = Liabilittes + equity
$12,000 = $8,000 + $X
$12,000 1 $8,000 = $4,000

Question 323 (LO 3-6)

The two purposes of closing entries 418 to transfer the balances of temporary accounts
(revenues, expenses, atiidends) to the retained earnings account and (2) to reduce the balances

of these temporary accounts to zero to prepare them for measuring activity in the next period.

Question 324 (LO 3-6)
To Acl oseo

temporary

a c c o u Indlasces shodld e aetdueesl totzdroa t
at the end of thaccountingperiod. The reason is that temporary accoumgsure activity over a
single period only and therefore needstart each period at zero. To start a period at zero, it is

necessary to end th@evious period with a zero balandgividends,revenues, anéxpensesare

closed.

Question 325 (LO 3-6)

The first closing entry transfers revenue transactions to retained earnings by debiting all revenue

accounts (reducing their balances to zero) anditing retained earnings. The second closing entry
transfers expense transactions to retained earnings by crediting all expense accounts (reducing their
balance to zero) and debiting retained earnings. The third closing entry transfers dividend
transactios to retained earnings by crediting the divideadcount (reducing its balance to zero)

and debiting retained earnings.

Question 326 (LO 3-6)

Net Income  Dividends Retained

Earning$
Year 1 $ 300 $200 $ 100
Year 2 900 200 800
Year 3 1,500 200 2,100
Year 4 2,400 200 4,300

* Retained earningsPr e vi ous
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Chapter 3 The Accounting Cycle: End of the Period

Answers toReviewQuestions (continued)

Question3-27 (LO 3-6)

't is important to understand that transac
company is paying dividends to its theteoix& ho
reduction in totalassetsof the company( gener al ly cash) andwheénot a

dividends are paid. [Thepersonalaccounting records of the stockholder would show an increase in
cashandt ockhol der s6 e qui deiyedfomeha compgamy.] di vi dend i

Question3-28 (LO 3-7)

The adjusted trial balance does not include the effect of closing entries while thetopsj
trial balance does. This means that revenues, expenses, and dividends will be ireploetadjusted
trial balance but noin the postclosing trial balance. The balance of retained earnings will differ in
the two trial balancesln the postlosing trial balance, all balances for revenue, expense, and
dividends accounts will have been transferred to the balahcetained earnings.
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BRIEF EXERCISES

Brief Exercise 3-1 (Lo 3-1)
(a) $0; Cash received in advance is recordddedsrredrevenue (liability).
(b) $900.

(c) $2,300.

Brief Exercise 32 (Lo 3-1)
(a) $600.
(b) $200.

(c) $G The payment would reducecaints payable (liability)

Brief Exercise 3-3 (Lo 3-1)
Revenues 1 Expenses = Netlncome
$17,000 1 $12,000 $5,000
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Brief Exercise 3-4 (Lo 31, 32
Cash Cashbasis  Accruakbasis

Impact on:
P Balance Net Income Net Income

(@) Receive $1,500 from
customers who were billed +$1,500 +$1,500 $0
for services in April.

(b) Provide $3,200 of consulting
services to a local business
Payment is not expected $0 $0 +$3,200
until June.

(c) Purchase office supplies for
$400 on account. All _
supplies are uskby the end $0 $0 1 $40¢
of May.

(d) Pay $600 to workers. $400
for work in May and $200is 1T $6 0 1T$60 T $40(
for work in April.

(e) Pay ®00to advertiseina - _ )
local newspaper in May. RALY 200 I 200

Total +$700 +$700 +$2,200

Brief Exercise 3-5 (Lo 31, 32
Cashbasis Accrual Accrualbasis
net income adjustments netincome

Cash inflows $50,000 +$6,900* $56,900
Cash outflows 21,900 T 8,000** 18,900
$28,100 $38,000

* The increase in accounts receivabl6,890) represents accrubhsis revenues with no
correspnding cash inflows.

** The decrease in salaries owe®00) represents cash outflows for salaries of the prior year
and would not be expensed in the current year.
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Brief Exercise 3-6 (Lo 3-3)

(1)
May 15 Debit  Credit
Supplies 3,300
Cash 3,300
(Purchase supplies for cagh
(2) _ _
May 31 Debit  Credit
Supplies Expense 3,500
Supplies 3,500
(Adjust supplies
(3 Supplies
Supplies Expens:i
May 1 Beginning balance $ 500 $ (
May 15 Purchase 3,300
Adjusiment Supplies usd during May (3,500 3,50(
May 31 Ending balance $ 300 $3,50C
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Brief Exercise 37 (Lo 3-3)

(1) _ _
Oct 1 Debit  Credit
Prepaid Rent 25,200
Cash 25,200
(Pay forrent in advancg
(2) _ _
Dec. 31 Debit  Credit
Rent Expense 6,300
Prepaid Rent 6,300
(Adjust prepaid rent
= $2,100 per month x 3 months (Oct., Nov., and Dec.)
(3) Prepai Ren
Rent Expens
Jan. 1 Beginning balance $ ( $ (
Oct 1 Payment 25,200
Adjustment Prepaid rent expired during yee  (6,300) 6,300
Dec. 31  Ending balance $18,900 $6,300
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Brief Exercise 38 (Lo 3-3)

(1) _ _
Mar. 1 Debit  Credit
Prepaid Insurance 36,000
Cash 36,000
(Purchase insurance in advarnce
(2) _ _
Dec. 31 Debit  Credit
Insurance Expense 30,000
Prepaid Insurance 30,000
(Adjust prepaid insurange
= $3,000 per month x 10 months (MarDec.)
(3) Prepai Insuranc
Insuranc Expens
Jan. 1 Beginning balance $ ( $ 0
Mar. 1 Payment 36,000
Adjustment Insurance expireduting year (30,000 30,00(
Dec. 31  Ending balance $ 6,000 $30,00(
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Brief Exercise 39 (Lo 3-3)

(1)
Apr. 1 Debit  Credit
Equipment 50,400
Cash 50,400
(Purchase equipment
(2) _ _
Dec. 31 Debit  Credit
Depreciation Expense 5,400
Accumulated Depreciation 5,400
(Adjustaccumulatediepreciation
= $600 per month x 9 months (Agr.Dec.)
(3) Accumulate Depreciatiol
Depreciatiol Expens
Jan. 1 Beginning balance $ $ (
Adjustment Depreciatiorduringyear 5,400 5,400
Dec.31  Ending balance $5,400 $5,400
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Brief Exercise 310 (Lo 3-3)

(1) _ _
Nov. 1 Debit  Credit
Cash 6,000
Deferred Revenue 6,000
(Receive cash in advance from custgmer
(2) | |
Dec. 31 Debit  Credit
Deferred Revenue 4,000
Service Revenue 4,000
(Adjustdeferredrevenug
= $2,000 per month 22 months Nov. andDec.)
3) Deferrec Service
Revenu Revenu
Jan. 1 Beginning balance $ $ (
Nov. 1 Cash received 6,000
Adjustment Revenuaecognizediuring (4,000 4,00(
year
Dec.31  Ending balance $2,000 $4,00C
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Brief Exercise 311 (Lo 3-3)

(1)
Dec. 31,2021 Debit  Credit
Salaries Expense 1,200
Salaries Payable 1,200
(Record salaries owed at December 31;
$400 per day x 3 days [Dec. 2981] = $1,200
(2) Salarie:
Payabl
Jan. 12021 Beginning balance $ 0
Adjustment Salaries incurred but not paic 1,200
Dec. 31 2021 Ending balance $1,200
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Brief Exercise 312 (Lo 3-3)

(1)
Jul. 1, 2021 Debit  Credit
Cash 15,000
NotesPayable 15,000
(Borrow cash
(2) | |
Dec. 312021 Debit  Credit
Interest Expense 900
Interest Payable 900
(Recordinterest payable
= $150 (or 1% of $5,000)per month 6 months Jul. 1 Dec.)
3) Interes Interes
Payabl Expeng
Jan. 12021 Beginning balance $ 0 $ 0
Adjustment Interest incurred but not paic 900 900
Dec. 312021 Ending balance $900 $900
Brief Exercise 313033
(1)
Jul. 1,2021 Debit  Credit
NotesReceivable 15,000
Cash 15,000
(Lend cash
(2) | .
Dec. 31,2021 Debit  Credit
Interest Receivable 900
Interest Revenue 900

(Recordinterest receivable
= $150 (or 1% of $5,000) per month x 6 months (JulDec.)
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(3) Interes Interes

Receivabl  Revenu
Jan. 12021 Begnning balance $ C $ C
Adjustment Interest earned but not recei\ 900 90(
Dec. 31,2021 Ending balance $900 $90C
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Brief Exercise 314 (o 35)

Account Financial Statement
1. Accounts Receivable Balance Sheet
2. DeferredRevenue BalanceSheet
3. Supplies Expense Income Statement
4. SalariedPayable Balance Sheet
5. Depreciation Expense Income Statement
6. Service Revenue Income Statement

Brief Exercise 315 (Lo 35)
1. (b)
2. (d)
3. (@)
4. (c)
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Brief Exercise 316 (Lo 3-5)

BeaversCorporation
Income Statement
For the year endedDecember 312021

Service revenue $275,000
Expenses:
Salaries 110,000
Supplies 20,000
Rent 26,000
Depreciation 44,000
Delivery 18,000
Total expenses 218000
Net income $ 57,000

Brief Exercise 317 (Lo 35

SpidersCorporation
Statement of Stockhol
For the year ended December 312021

Total
Common Retained St oc kh
Stock Earnings Equity
Balance at January 1 $30,000 $8,000 $38,000
Issuance of common stoc 0 0
Add: Net income fo2021 3,000* 3,000
Less: Dividends (1,000 (1,000)
Balance at December 31  $30,000 $10,000 $40,000

* $3,000 is calculated as total revenues3($R0) less total expenses §200) for the year.
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Brief Exercise 318 (Lo 3-5)

Blue DevilsCorporation
Balance Sheet

December 312021
Assets Liabilities
Current assets: Current liabilities:
Cash $ 5,000 Accounts payable $ 26,000
Accourtsreceivable 9,000 Salaries paydb 16,000
Supplies 19,000 Total current liabilities 42,000

Total current asse 33,000
St ockhol der so

Long-term assets: Common stock 60,000
Equipment 120,000 Retained earnings 6,000 *
Accunulateddepr. (45,000 Total stockholdei® e ¢ 66,000

Total liabilities and
Total assets $108000 stockhol der $108,000
* Assets Liabilities Stockhol der

= +
$108,000 = $42,000 + ($60,000 + Retained earning:
$108,000 1 $42,000 T $60,000 = Retaired earnings

$6,000 = Retained earning
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Brief Exercise 319 (Lo 36)

December 31 Debit Credit
Service Revenue 900,000
Retained Earnings 900,000
(Close revenue accounts
Retained Earnings 625,000
Salaries Expense 390,000
Rent Expense 150,000
Interest Expense 85,000

(Close expense accoupts

Retained Earnings 60,000
Dividends 60,000
(Close dividendaccounj

Brief Exercise 320 wo 37

Hilltoppers Corporation
PostClosing Trial Balance

Accounts Debit Credit
Cash $ 5,000
Equipment 17,000
Accounts Payable $ 3,000
Common Stock 11,000
Retained Earnings 8,000 *
Totals $22,000 $22,000
. . . Retained
I(Qbe;?(;?:(ilggrnné;]g‘ + Revenues T Expenses 1 Dividends = Earnings
(after cbsing)
8,100 + 16,000 1 15000 1 1,100 = 8,000

©2019 McGrawHill Education. All rights reserved. Authorized only for instructor use in the classroom. No reproduction or furthertibstribt
permitted without the prior written consent of McGrélill Education.
Solutions Manual, Chapter 3 3-19




Chapter 3 The Accounting Cycle: End of the Period

EXERCISES

Exercise3-1 (Lo 31

August 16.

January 27.

April 2.

Revenue would be recognized as each magazine is delivered.

WD PRE

Exercise 32 (Lo 31)

1. August 16.
2. January 27.
3. Onemmmt héds wort h ofisrecordedieach manth. e x
4. February 4

Exercise 33 (Lo 32

June 12.
February 2.
April 2.
July 1.

H w D E
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Exercise 34 (Lo 32

September 2.
January 6.
January 1.
February 23.

h wbd PR

Exercise 35 (Lo 31

Net income (unadjusted) $100,000
1. Record msurance expensd $2,000 per month (6,000)
2. Reclassifyservicerevenue ageferredrevenugliability) (4,000
3. Reclassify supplies expense as supplies (asset) 2,750
4. Record interest expemsf $25per month 9%/12 of $70,000) (2,100
Net income (adjusted) $ 90,650

©2019 McGrawHill Education. All rights reserved. Authorized only for instructor use in the classroom. No reproduction or furthertibstribt
permitted without the prior written consent of McGrélill Education.
Solutions Manual, Chapter 3 321




Chapter 3 The Accounting Cycle: End of the Period

Exercise 36 (Lo 33, 34, 35, 36, 37)

() Use source documents to identify accounts affected by exi
transactions.

(g9) Analyze the impact of the transaction on theaunting
equation.

(h) Assess whether the transaction resultsdelaitor acreditto
the account balance.

(c) Record the transaction.

(b) Postthe transaction to the-dccount in the general ledger.

() Prepare a trial balance.

(a) Record and pasadjusting entries.

(d) Prepare financial statements (income statement, statemen
stockhol dersé equity, bal a
flows).

(e) Record and post closing entries.
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Exercise3-7 (Lo 3-3)

(1) Debit  Credit
Supplies Expense 3,000
Supplies 3,000
(Suppliesused during Decembr
(2 Debit  Credit
Insurance Expense 2,000
Prepaid Insurance 2,000

(Reduceprepaid insurance

(3) Debit  Credit

Salaries Expense 16,000
Salaries Payable 16,000
(Recordsalariesowed at [2cember 3)L

Note: The November salaries paid in December are not an adjusting entry in
December. When those salaries are paid, the Salaries Payable account is reduced
and cash is reduced. Thus, the SalasePayable account is zero at December 31 until
the December unpaid salaries are accrued.

(4 Debit Credit
Deferred Revenue 1,500
ServiceRevenue 1,500

(Reducealeferredrevenudor rental space
used by tenant during December
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Exercise 38 (Lo 33)

(1) Debit  Credit
Depreciation Expense 7,000
Accumulated Depreciation 7,000
(Depreciation expense =7$000for the
yeal)
(2) Debit  Credit
Interest Receivable 1,750
Interest Revenue 1,750
(Interest revenue = $50,0000.07 x 6/12)
(3) Debit  Credit
Deferred Revenue 4,000
ServiceRevenue 4,000

(Recognizeevenuedor three monthsf
twelve months received in advan&46,000
x 3/12

Exercise 39 (Lo 33)
If the adjusting entry is NOT made:

Revenues 1 Expenses = Net Income
(1) $0 1 T $,000 = +$7,000
(2) T 3,750 1 $0 = 1$1,750
(3) 1 $4,000 ] $0 = 1.$4,000
Total +$1 250
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Exercise 310 o 33)

(1) Debit  Credit
Deferred Revenue 1,500
ServiceRevenue 1,500
(Recognizeevenudor one month = $4,500
+3=$%1,500
(2 Debit  Credit
Advertising Expense 900
Prepaid Advertising 900

(Recognizeadvertisingexpense for one
month; 10 ads used 30 prepaid = $2,70&

1/3 = $900)
(3) Debit  Credit
Salaries Expense 8,000
Salaries Payable 8,000
(Recordsalaries payablg
(4) Debit  Credit
Interest Expense 2,100
Interest Payable 2,100
(Recordinterest payablg$70,000x 0.09 x
4112

Exercise 311 (Lo 33, 34)
If the adjusting entry is NOT made:

Assets = Liabilities + Stockhol
Equity
(1) $0 = +$1 500 + T $300
(2) +$900 = $0 + +$900
(3) $0 = 1 $8,000 + +$8,000
(4) $0 = 1 $2,100 + +$2,100
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Total  +$900 1 8,600 +$9,500

Exercise 312 (Lo 3-3)

(1) Debit Credit
Deferred Revenue 2,000
ServiceRevenwe 2,000

(Recognize revenue for one month = $4,0
+ 2 months received = $2,0D0

(2 Debit  Credit
Insurance Expense 6,600
Prepaid Insurance 6,600

(Recognizensuranceexpense for 6 months

(3) Debit  Credit
Salaries Expense 3,000
Salaries Rayable 3,000
(Record salaries owed at Decembej 31
(4 Debit  Credit
Interest Expense 250
Interest Payable 250
(Record interest expensk]5,000x 0.10 x
2/12= $250)
(5) Debit  Credit
Supplies Expense 3,900
Supplies 3,900

(Office supplis used during year; $1,000 +
$3,400i $500 = $3,900
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Exercise 313 o 33)

(1) Debit  Credit

Interest Receivable 270
Interest Revenue 270
(Recordinterestrevenue not received,;
$9,000% 0.12 x 3/12= $270)

(2) Debit  Credit

Rent Expense 3,000
Prepaid Rent 3,000
(Reduceprepaid rentfor two months used of
three months prepaid4,500x 2/3 =$3,000)

(3) Debit  Credit

Deferred Revenue 5,500
ServiceRevenue 5,500
(Recognizeevenudor five months of 12
months cokicted in advance$l13,200x 5/12

)
(4) Debit  Credit
Depreciation Expense 5,500
Accumulated Depreciation 5,500
(Depreciationexpense = $5,500 for year
(5 Debit  Credit
SalariesExpense 5,000
Salaries Payable 5,000
(Record salaries owed &tecember 3)L
(6) Debit  Credit
Supplies Expense 3,500
Supplies 3,500

(Supplies used during year; $1,500 + $5,5
i $3,500 = $3,50
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Chapter 3 The Accounting Cycle: End of the Period

Exercise 314 (Lo 33, 34

Requirement 1
(1) Debit  Credit

Rent Expense 2,400
Prepaid Rent 2,400
(Adjust pepaid rentto recognizewo
monthsusedof six months prepaid = $7,20!

x 216 =$2,400Q
2 Debit  Credit
Deferred Revenue 750
ServiceRevenue 750
(Adjud deferredrevenueor service
provided
(3) Debit  Credit
Salaries Expense 700
SalariesPayable 700
(Record salaries owed at Decembej 31
(4) Debit  Credit
Supplies Expense 3,200
Supplies 3,200
(Supplies used during year; $1,700 + $2,3
i $800 = $3,200
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Chapter 3 The Accounting Cycle: End of the Period

Exercise 314 (concluded)

Requirement2
Demon Deacons Corporation
Adjusted Trial Balance

December 312021
Accounts Debit Credit
Cash $ 10,000
AccountsReceivable 15,000
PrepaidRent 4,800
Supplies 800
DeferredRevenue $ 2,250
SalariesPayable 700
CommonStock 11,000
Retainedearnings 6,000
ServiceRevenue 51,950
SalariesExpense 35,700
RentExpense 2,400
SuppliesExpense 3,200
Totals $71,900 $71,900

©2019 McGrawHill Education. All rights reserved. Authorized only for instructor use in the classroom. No reproduction or furthertibstribt
permitted without the prior written consent of McGrélill Education.
Solutions Manual, Chapter 3 3-29




Chapter 3 The Accounting Cycle: End of the Period

Exercise 315 (Lo 35)

Volunteers Inc. RaidersInc.
(in millions) (in millions)
Net Retaned Net Retained
Year Income (Loss) Earnings Income (Loss) Earnings
2012 0 $ O $ 35 $11
2013 $ 30 30 (43) (32
2014 (7) 23 63 31
2015 41 64 63 94
2016 135 199 102 196
2017 30 229 135 331
2018 (131) 98 (42) 289
2019 577 675 74 363
2020 359 1,034 110 473
2021 360 1,394 162 635
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Chapter 3 The Accounting Cycle: End of the Period

Exercise 316 (Lo 35)

Requirement 1
F i g hBlue RHieénsCorporation
Income Statement
For the year ended December 32021

Service revenue $500,000
Expenses:
Salaries 400,000
Rent 20,000
Depreciation 40,000
Interest 5,000
Total expenses 465,000
Net income $ 35,000

Requirement 2
F i g hBlue RiensCorporation
Statement of Stockhol
For the period ended December 312021

Totd
Common Retained St oc kh
Stock Earnings Equity
Balance at July 1 $300,000  $60,000 $360,000
Issuance of common stoc 0 0
Add: Net incomefor 2021 35,000 35,000
Less: Dividends (0) (0)

Balance abecembeS1 $300,000 $95,000 $395,000
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Chapter 3 The Accounting Cycle: End of the Period

Exercise 316 (concluded)
Requirement 3

F i g hBlue HansCorporation
Balance Sheet

December 312021
Assets Liabilities
Current assets: Current liabilities:
Cash $ 12,000 Accounts payable $ 12,000
Accourts receivable 150,000 Salaries payable 11,000
Prepaid rent 6,000 Interest payable 5,000
Supplies 30,000 Total current liabilities 28,000
Total current assets 198,000 Notes payable 40,000
Total liabilities 68,000
Stockhol der séo
Long-term assets: Common stock 300,000
Equipment 400,000 Retained earnings 95,000 *
Accunulateddepr. (135,000) Total st ock 395000
Total liabilities and
Total assets $463000 stockhol der $463000

*

Retained earnings Beginning retained earningsNet inm m e Dividends
=$0,000+85 000 1T $0O
= $95,000
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Chapter 3 The Accounting Cycle: End of the Period

Exercise 317 (Lo 36)
Requirement 1

December 312021 Debit Credit

Service Revenue 50,000

Interest Revenue 6,000
Retained Earnings 56,000
(Close revenue accounts

Retained Earnings 40,000
Salaries Expense 15,000
Rent Expense 6,000
Advertising Expense 3,000
Depreciation Expense 11,000
Interest Expense 5,000

(Close expense accounts

Retained Earnings 3,000
Dividends 3,000
(Close dividendaccounj

Requirement 2
Retained Earnings

30,000

40,000 56,000
3,000

43,000
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Chapter 3 The Accounting Cycle: End of the Period

Exercise 318 Lo 36)
Requirement 1

December 312021 Debit Credit

Service Revenue 54,000
Retained Earnings 54,000
(Close revenue accounts

Retained Earnings 51,000
Salaries Expense 20,000
Advertising Expense 13,000
Rent Expense 10,000
Utilities Expense 8,000
(Close expense accoupts

Retained Earnings 4,000
Dividends 4,000

(Close dividends account

Requirement 2
Retained Earnings

9000

51,000 54,000
4,000

8,000
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Chapter 3 The Accounting Cycle: End of the Period

Exercise 318 (corcluded
Requirement 3

Laker Incorporated

PostClosing Trial Balance

December 312021

Accounts Debit Credit

Cash $12,000

Supplies 39,000

PrepaidRent 30,000
AccountsPayable $ 3000
NotesPayable 30,000
CommonStock 40,000
Retainedearnings 8,000
Totals $81,000 $81,000
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Chapter 3 The Accounting Cycle: End of the Period

Exercise 319 o 36, 37)
Requirement 1

December 312021 Debit Credit
Service Revenue 500,000
Retained Earnings 500,000

(Close revenue accounts

Retained Eanings 465,000
Salaries Expense 400,000
Rent Expense 20,000
Depreciation Expense 40,000
Interest Expense 5,000

(Close expense accoupts

Requirement 2
F i g hBlue RHieéns Corporation
PostClosing Trial Balance

December 312021
Accounts Debit Credit
Cash $ 12,000
AccountsReceivable 150,000
PrepaidRent 6,000
Office Supplies 30,000
Equipment 400,000
AccumulatedDepreciation $135,000
AccountsPayable 12,000
SalariedPayable 11,000
InterestPayable 5,000
NotesPayable 40,000
CommonStock 300,000
RetainecdEarnings 95,000
Totals $598000 $598000
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Chapter 3 The Accounting Cycle: End of the Period

Exercise 320 (Lo 33, 34, 35, 36, 37)
Requirement 1
February 15 Debit  Credit

1. Cash 20,000
Common Stock 20,000
(Issue sharesf common stogk

May 20

2.Cash 35,000
Accounts Receivable 30,000
Service Revenue 65,000
(Provide services to customers fc
cash and ommccounj

August 31

3. Salaries Expense 23,000
Cash 23,000
(Pay salaries to employees

October 1

4. Prepaid Rent 12,000
Cash 12,000
(Payfor oneyear of rental spacég

November 17

5. Supplies 22,000
Accounts Payable 22,000
(Purchase supplies on accojint

December 30

6. Dividends 2,000
Cash 2,000
(Pay dividend¥
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Chapter 3 The Accounting Cycle: End of the Period

Exercise 320 (continued)
Requirement2

December 31 Debit  Credit
1. Salaries Expense 4,000
Salaries Payable 4,000
(Record salaries owed at Decembej 31
2. Rent Expense 3,000
Prepaid Rent 3,000

(Reduceprepaid rentfor three months used
= $12,000x 3/12 = $3,000

3. Supplies Expense 25,000
Supplies 25,000
(Supplies used during year$8,000 +
$22,000i $5,000 = $25,00D

4. Deferred Revenue 5,000
Service Revenue 5,000
(Reduce deferred revenue for
services performed
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Chapter 3 The Accounting Cycle: End of the Period

Exercise 320 (continued)

Requirement 3
Red Flash Photography
Adjusted Trial Balance

December 312021
Accounts Debit Credit
Cash $ 30,000
AccountsReceivable 30,000
Supplies 5,000
Prepaid Rent 9,000
Land 60,000
AccountsPayable $ 22,000
Sahries Payable 4,000
CommonStock 70,000
Retainedearnings 25,000
Dividends 2,000
ServiceRevenue 70,000
SalarieEExpense 27,000
RentExpense 3,000
SuppliesExpense 25,000
Total $191,000 $191,000
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Chapter 3 The Accounting Cycle: End of the Period

Exercise 320 (continued
Requirement4
Red Flash Photography
Income Statement
For the year ended December 32021

Service revenue $70,000
Expenses:

Salaries 27,000

Rent 3,000

Supplies 25,000

Total expenses 55,000

Net income $15,000

Red Flash Photayraphy
St atement of Stockhol
For the period ended December 312021

Total
Common Retained St oc kh
Stock Earnings Equity
Balance atanuaryl $50,000  $25,000 $ 75,000
Issuance of common stoc 20,0 20,00
Add: Net incomefor 2021 15,000 15,000
Less: Dividends (2,000) (2,000)

Balance abecembe1 $70,000 $38,000 $108,000
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Chapter 3 The Accounting Cycle: End of the Period
Exercise 320 (continued)
Requirement4 (continued)

Red Flash Photography
Balance Sheet

December 312021
Assets Liabi lities
Current assets: Current liabilities:
Cash $ 30,000 Accountspayable $ 22,000
Accountsreceivable 30,000 Salaries payable 4,000
Supplies 5,000 Total current liabilities 26,000
Prepaidrent 9,000 St ockhol der so
Total curremasset: 74,000 Common stock 70,000
Long-term assets: Retained earnings 38,000
Land 60,000 Tot al st ocklt 108000
Total liabilities and
Total assets $134,000 stockhol der ¢ $134000
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Chapter 3 The Accounting Cycle: End of the Period

Exercise 320 (concluded)
Requiremert 5

December 312021 Debit Credit
Service Revenue 70,000
Retained Earnings 70,000

(Close revenue accounts

Retained Earnings 55,000
Salaries Expense 27,000
Rent Expense 3,000
SuppliesExpense 25,000
(Close expense accounts

Retained Earnings 2,000
Dividends 2,000

(Close dividends account
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Chapter 3 The Accounting Cycle: End of the Period

Exercise 221
Requirement 1
January 2 Debit Credit
Prepaid Rent 6,000
Cash 6,000
(Pay forone year of rent in advance)
January 9 Debit Credit
Supplies 3,500
Accounts Pyable 3,500
(Purchase supplies on accoynt
January 13 Debit Credit
Accounts Receivable 25,500
Service Revenue 25,500

(Provide services on accognt

January 17 Debit Credit
Cash 3,700
Deferred Revenue 3,700
(Receive cash in advee from custome)s
January 2C Debit Credit
Salaries Expense 11,500
Cash 11,500
(Pay cash for salarigs
January 22 Debit Credit
Cash 24,100
Accounts Receivable 24,100
(Receive cash on accoljint
January 2€ Debit Credit
Accounts Payable 4,000
Cash 4,000

(Pay cash on account
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Chapter 3 The Accounting Cycle: End of the Period

Exercise 321 (continued)
Requirement 2

(a) January 31 Debit Credit
Rent Expense 500
Prepaid Rent 500

(Reduce prepaid reribr one month used of
twelve months prepajd

(b) January 31 Debit Credit
Supplies Expense 3,800
Supplies 3,800

(Suppliesusedduring January
$3,100+3%3, 5¥BBOOS2, 800

(c) January 31 Debit Credit
Deferred Revenue 3,200
Service Revenue 3,200

(Reduce deferred revenue for services rendel

(d) January 31 Debit Credit
Salaries Expense 5,800
Salaries Payable 5,800

(Record salaries owed at January)31
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Chapter 3 The Accounting Cycle: End of the Period

Exercise 321 (continued)
Requirement 3

Dynamite Fireworks
Adjusted Trial Balance
January 31,2021

Accounts Debit Credit
Cash $ 30,100
Accounts Receivable 6,600
Supplies 2,800
Prepaid Rent 5,500
Land 50,000
Accounts Payable $ 2,700
DeferredRevenue 500
Salaries Payable 5,800
Common Stock 65,000
Retained Earnings 13,900
Service Reveme 28,700
Salaries Expense 17,300
Rent Expense 500
Supplies Expense 3,800

Totals $116,600 $116,600
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Chapter 3 The Accounting Cycle: End of the Period

Exercise 321 (continued)
Requirement 3 (continued)

Ending Beginning balance ibold, entries during
Accounts Balance Januarym blue, and adjusting entries ned
Cash 30,100 = 23800 6, 000+3, 70071 11, !
Accounts Receivable 6,600 = 5200025, 500124, 100
Supplies 2,800 = 3,100+3,500 3, 800
Prepaid Rent 5500 = 6,000 500
Land 50,000 = 50,000
Accounts Payable 2,700 = 32003, 50014, 000
DeferredRevenue 500 = 3,700 3, 200
Sahbries Payable 5,800 = 5,800
Common Stock 65,000 = 65,000
Retained Earnings 13,900 = 13,900
Service Revenue 28,700 = 25,500-3,200
Salaries Expense 17,300 = 11,5006-5,800
Rent Expense 500 = 500
Supplies Expense 3,800 = 3,800
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Chapter 3 The Accounting Cycle: End of the Period

Exercise 321 (continued)
Requirement 4
Dynamite Fireworks
Income Statement
For the year ended January 312021

Revenues:
Service revenue $28,700

Expenses:
Salaries Expense 17,300
Rent Expense 500
Supplies Expense 3,800
Total expenses 21,600
Net incane $ 7,100

Requirement 5
Dynamite Fireworks
Balance Sheet
January 31,2021

Assets Liabilities
Current assets: Current liabilities
Cash $30,100 Accounts payable $2,700
Accounts Receivable 6,600 Deferredrevenue 500
Supplies 2,800 Salaries payable 5,800
Prepaid Rent 5,500 Total current liabilities 9,000

Total current asset 45,000
Stockhol der s

Common stock 65,000
Long-term assets: Retained earnings 21,000 *
Land 50,000 Tot al st ock 86,00
Total liabilities and
Total assets $95,000 stockhol de $95,000
* Retained earnings = Beginning r
Dividends
= $13,900 + $7,000 1 $O
=$21,000
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Chapter 3 The Accounting Cycle: End of the Period

Exercise 321 (concluded)
Requirement 6

January 312021 Debit Credit
Service Revenue 28,700
Retained Earnings 28,700
(Close revenue accounts
Retained Earnings 21,600
Salaries Expense 17,300
Rent Expense 500
Supplies Expense 3,800

(Close expense accoupts

Requirement 7
(a) Profit B the amount of net income reported in the income staten&hfi60

(b) Currents assets ($45,000) divided by current liabilities ($9,060)G

(c) Profits greater t hangezem@e@enues fiomdsat e a
customers in exass of the costs of providing services to those custoanelrs
operating the businesBor the month of January, Dynamite Firewamrksognizes
revenues from customers of $28,700, while costs (or expenses) associated with
those revenues are only $21,600. d@ifeerence is a profit of $7,100. A positive
amount for profit generally is a sign of

Current assets represent cash, items expected to be converted to cash within one

year (accounts receivable), or items that benefit the compdhinhe next year

(supplies and prepaid rent). Current liabilities are amounts due within the next

year. At the end of January, Dynamite Fi
current liabilities (5.00), which would suggest that the company walldbe to pay

obligations as they come due.

Based on its profit and its ratio of current assets to current liabiliygsgmite
Fireworks appears to be goodfinancial condition.
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Chapter 3 The Accounting Cycle: End of the Period

PROBLEMS: SET A

Problem 3-1A o 31, 32

AccrualBasis CashBasis

Transaction Revenue EXxpense Revenue Expense
1. Receive cash from customers in

advance, 600. $0 $0 $600 $0
2. Pay utilities bill for the previous

month, $50. $0 $0 $0 $150
3. Pay for insurance one year in

advance, %,000. $0 $0 $0 | $2,000
4. Pay salarieskoethescadrren

month, 80O. $0 $800 $0 $800
5. Incur costs for employee salaries ii

the current month but do not pay

$1,000. $0 $1,000 $0 $0
6. Receive cash from customers at th

time of service, $700. $1,700 $0 | $1,700 $0
7. Purchase officeupplies on account

$330. $0 $0 $0 $0
8. Borrow cash from the bank4$00. $0 $0 $0 $0
9. Receive cash from customers for

services performed last montiy3p. $0 $0 $750 $0
10. Pay for advertising to appear in tk

current month, 460. $0 $450 $0 $450
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Chapter 3 The Accounting Cycle: End of the Period

Problem 3-2A o 31, 32

Minutemen Law Services
Income Statement
For the year ended December 32021

Service revenue $73,00¢
Expenses:
Salaries 37,700
Supplies 7,000r
Rent 5,000
Insurance 3,300¢
Utilities 3,000
Totd expenses 56,000
Net income $17,000

a$70,000(cash from customers)$3,000 {ncrease in accounts receivable) 23900

b $36,000(cash paid for salaries) + $00 (increase in salaries payable) 7$80

©$4,000(cash paid for supplies)$3,000 (decrease in supplies) %800

d$5000( cash paid for rent) +/1 $6000decrease/increas
€$7000( cash pai d f @00 (iricreasalin paepaid ényuraince)F3BQ

f$3,000( cash paid for wutilitdtidiespayable)=880 (i ncrease/ de
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Chapter 3 The Accounting Cycle: End of the Period

Problem 3-3A (Lo 3-3)

(1) Debit  Credit

Deferred Revenue 3,600
ServiceRevenue 3,600
(Reducealeferredrevenudor six months
provided of ten months revenue received
advance $60,000x 6/10 = $3,600

(2 Debit  Credit
Depreciation Expense 7,000
Accumulated Depreciation 7,000

(Recorddepreciationexpense for yeatr;
$28,000+ 4 = $7,000

(3) Debit  Credit
Insurance Expense 1,600
Prepaid Insurance 1,600

(Reduceprepaid insurancdor eight months
used of twentyour months prepaid$4,800
x 8/24=$1,600

(4) Debit  Credit
Interest Expense 800
Interest Payable 800

(Record interest expense for four months
yet paid;$20,000x 0.12 x 4/12= $800)

(5) Debit  Credit
Supplies Expense 1,700
Supplies 1,700
(Suppliesused during yar; $2,7001 $1,000
=$1,700
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Chapter 3 The Accounting Cycle: End of the Period

Problem 3-4A (Lo 3-3)

(1) Debit  Credit

Insurance Expense 3,000
Prepaid Insurance 3,000
(Reduceprepaid insurancéor six months
used of thirtysix months paid in advance
$18,000 x 6/36= $3,000

(2 Debit  Credt
Salaries Expense 25,000
Salaries Payable 25,000
(Record salaries owed at Decembej 31
(3) Debit  Credit
Deferred Revenue 4,000
Service Revenue 4,000

(Reducealeferred revenuéor completion of
four custom bikes of six custom bikes paic
for in advance $6,000x 4/6 = $4,000

(4) Debit  Credit
Supplies Expense 16,000
Supplies 16,000
(Suppliesused during year$2,000 +$18,00 0 4,000
= $16,00Q
(5) Debit  Credit
Advertising Expense 3,000
Prepaid Advertising 3,000

(Reduceprepaidadvertisingfor one month used of fot
months prepaig$12,000 x ¥4 = $3,000

(6) Debit  Credit
Interest Expense 3,000
Interest Payable 3,000

(Record ten months interest expense not yet pa
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Chapter 3 The Accounting Cycle: End of the Period

$36,000 x 10% x 10/12 $3,000
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Chapter 3 The Accounting Cycle: End of the Period

Problem 3-5A (Lo 3-5)

Boilermaker Unlimited
Income Statement
For the year ended December 32021
Service evenues:

New construction $450,000
Remodel 280,000
Total revenues 730,000
Expenses:
Salaries 160,000
Supplies 285,000
Depreciation 50,000
Insurance 25,000
Utilities 42,000
Interest 9,000
Servicefee 73,000
Total expenses 644,000
Net income $ 86,000
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Chapter 3 The Accounting Cycle: End of the Period

Problem 35A (concluded

Boilermaker Unlimited

St atement

of Stockhol

For the year ended December 32021

Total
Common Retained St ockh
Stock Earnings Equity
Balance at January 1 $170,000 $ 31,000 $201,000
Issuance otommon stock 30,000 30,000
Add: Net income for2021 86,000 86,000
Less: Dividends (26,000) (26,000)
Balance at December 31 $200,000 $91,000 $291,000
Boilermaker Unlimited
Balance Sheet
December 312021
Assets Liabilities
Current assets: Current liabilities:
Cash $ 16,000 Accounts payable $ 31,000
Accouns receivable 25,000 Salaries payable 28,000
Supplies 32,000 Utilities payable 5,000
Prepaid insurance 7,000 Total current liabilities 64,000
Total curreat asset: 80,000  Notes payable 150,000
Total Liabilities 214,000
Long-term assets: Stockhol der so
Equipment 625000 Common stock 200,000
Accunulateddepr. (200,000 Retained earnings 91,000
Tot al st ockt 291,000
Tot al i abil i
Total assets $505,000 equity $505,000

©2019 McGrawHill Education. All rights reserved. Authorized only for instructor use in the classroom. No reproduction or furthertibstribt
permitted without the prior written consent of McGrélill Education.
Solutions Manual, Chapter 3

3-55



Chapter 3 The Accounting Cycle: End of the Period

Problem 3-6A o 36, 37
Requirement 1

December 31 Debit Credit

Service Revenue 77,500
Retained Earnings 77,500
(Close revenue accounts

Retained Earnings 62,100
Salaries Expense 46,000
Utilities Expense 8,200
Insurance Expense 5,800
Supplies Expense 2,100
(Close expense accounts

Retained Earnings 6,000
Dividends 6,000

(Close dividendaccounj

Requirement 2
Rattlers Tax Services
Paost-Closing Trial Balance

Accounts Debit Credit
Cash $ 4,700
Accounts Receivable 7,200
Land 115,000
Accounts Payable $ 3,000
Common Stock 90,000
Retained Earnings 33,900
Totals $126,900 $126,900
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Chapter 3 The Accounting Cycle: End of the Period

Problem 3-7A (Lo 3-4, 35,3-6, 37)

Requirements 1 and 2 (adjusting entries postedn red)

Cash Accounts Receivable Supplies
10,300 9,500 2,000
1,300
10,300| 9,500 700]
Interest Receivable Prepaid Rent Land
0 7,200 78,000
800 5,400
800 1,800 78,000
Notes Receivable Accounts Payable Salaries Payable
20,000 7,700 0
2,100
20,000| 7,700 2,100
Utilities Payable Deferred Revenue Common Stock
0 5,300 79,000
200 2,000 79,000
Retained Earnings ServiceRevenue Interest Revenue
0
42,200 80(())
19,700 3,300
19,700 45,500 800

Salaries Expense

Utilities Expense

Rent Expense

24,500

2,400 0
2,100 200 5,400
26,600 | 2,600 5,400 |

Supplies Expense

0
1,300

1,300
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Chapter 3 The Accounting Cycle: End of the Period

Problem3-7A (cortinued)
Requirement 3
Crimson Tide Music Academy
Adjusted Trial Balance
December 312021

Accounts Debit Credit
Cash $ 10,300
AccountsReceivable 9,500
Interest Receivable 800
Supplies 700
PrepaidRent 1,800
Land 78,000
Notes Receivable 20,000
Accounts Payable $ 7,700
SalariesPayable 2,100
Deferred Revenue 2,000
Utilities Payable 200
CommonStock 79,000
Retainedearnings 19,700
ServiceRevenue 45,500
Interest Revenue 800
SalarieExpense 26,600
RentExpense 5,400
SuppliesExpense 1,300
Utilities Expense 2,600

Total $157,000 $157,000
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Chapter 3 The Accounting Cycle: End of the Period

Problem 37A (continued)
Requirement4
Crimson Tide Music Academy
Income Statement
For the year ended December 32021

Revenues:
Service $45,500
Interest 800
Total revenues 46,300

Expenses:
Salaries 26,600
Rent 5,400
Supplies 1,300
Utilities 2,600
Total expenses 35,900
Net income(Loss) $10,400

Crimson Tide Music Academy
St atement of Stockhol
For the year ended December 312021

Total
Common Retained St oc kh
Stock Earnings Equity
Balance at January 1 $79,000 $19,700 $ 64,000
Issuance of common stoc 0 0
Less Netincomefor 2021 10,400 10,400
Less: Dividends (0) (0)

Balance at December 31  $79,000 $30,100 $109,100
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Chapter 3 The Accounting Cycle: End of the Period

Problem 37A (continued)

Crimson Tide Music Academy
Balance Sheet

December 312021
Assets Liabilities
Current assets: Current liabilities:
Cash $ 10,300 Accounts payable $ 7,700
Accourts receivable 9,500 Salaries payable 2,100
Interest receivable 800 Deferred revenue 2,000
Supplies 700 Utilities payable 200
Prepaid rent 1,800 Total currentibbilities 12,000
Total current asse 23,100

Long-term assets: St ockhol der séo
Land 78,000 Common stock 79,000
Notes receivable 20,000 Retained earnings 30,100
98,000 Tot al st ockt 109,100

Total liabilitiesand
Total assets $121,100 stockhol der 121100
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Chapter 3 The Accounting Cycle: End of the Period

Problem 37A (continued)
Requirement5

December 31, Debit Credit

2021

ServiceRevenue 45,500

Interest Revenue 800
Retained Earnings 46,300
(Close revenue accounts

Retained Earnings 35,900
Salaries Expense 26,600
Rent Expense 5,400
Supplies Expense 1,300
Utilities Expense 2,600

(Close expense accouhts
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Chapter 3 The Accounting Cycle: End of the Period

Problem 37A (concluded
Requirement6 (closing entries postedn red)

Retained Earnings ServiceRevenue Interest Revenue
19,700 42,200
35,900 46,300 45,500 3,300 800 800
30,200 0 0
Salaries Expense Rent Expense
24,500 0
2,100 26.600 5,400 5,400
0] | 0]
Supplies Expense Utilities Expense
0 2,400
13001 1 300 200 2600
0 0

Requirement 7
Crimson Tide Music Academy
PostClosing Trial Balance

December 312021
Account Debit Credit
Cash $ 10,300
AccountsReceivable 9,500
Interest Receivable 800
Supplies 700
PrepaidRent 1,800
Land 78,000
Notes Receivable 20,000
Accounts Payable $ 7,700
SalariedPayable 2,100
Deferred Revenue 2,000
Utilities Payable 200
CommonStock 79,000
RetainecdEarnings 30,100
Total $121,100 $121,100
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Chapter 3 The Accounting Cycle: End of the Period

Problem 3-8A (Lo 3-3, 34, 35,3-6, 37)
Requirement 1

Cash Accounts Receivabli Supplies
20,000 8,000 4,000
20,000| 8,000] 4,000|
Equipment Accumulated Depr. Salaries Payable
15,000 5,000 7,500
15,000] 5,000 7,500
Common Stock Retained Earnings Service Revenue
25,000 9,500 0
25,000 9,500 0
Dividends Salaries Expense R&M Expense
0 0 0
0] ) )
Depr. Expense Supplies Expense
0 0
0 _ O]
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Chapter 3 The Accounting Cycle: End of the Period

Problem 38A (continued)
Requirement2

(1) March 12 Debit  Credit
Accounts Receivable 21,000
Cash 39,000
Service Revenue 60,000
(Service revenue on account and for gash
(2) May 2 Debit  Credit
Cash 18,000
Accounts Receivable 18,000
(Collect on account
(3) June 30 Debit  Credit
Cash 6,000
Common Stock 6,000
(Issue common stogk
(4) August 1 Debit  Credit
Salaries Payable 7,500
Cash 7,500
(Payfor past salariey
(5) September 25 Debit  Credit
Repairs and MaintenanceExpense 13,000
Cash 13,000
(Payrepairs andmaintenancexpenss)
(6) October 19 Debit  Credit
Equipment 8,000
Cash 8,000
(Purchase equipment
(7) December 30 Debit  Credit
Dividends 1,100
Cash 1,100
(Pay dividendy
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Chapter 3 The Accounting Cycle: End of the Period

Problem 38A (continued)
Requirement 3 (entries posted inred)

Cash Accounts Receivabli Supplies
20,000 7,500 8,000 4,000
39,000| 13,000
18,000 8,000 21,000 18,000
6,000 1,100
53400 11,000] 4,000
Equipment Accumulated Depr. Salaries Payable
15,000 5,000 7,500
8,000 7,500
23,000| 5,000 0
Common Stock Retained Earnings Service Revenue
25,000 9,500 0
6,000 60,000
31,000 9,500 60,000
Dividends Salaries Expense R&M EXxpense
0 0 0
1,100 13,000
__1100] __ 0] _13,000]
Depr. Expense Supplies Expense
0 0
0 0
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Chapter 3 The Accounting Cycle: End of the Period

Problem 38A (continued)
Requirement4
Red Storm Cleaners
Unadjusted Trial Balance

December 312021

Accounts Debit Credit
Cash $ 53,400
AccountsReceivable 11,000
Supplies 4,000
Equipment 23,000
AccumuldedDepreciation $ 5,000
SalariedPayable 0
CommonStock 31,000
Retainedearnings 9,500
Dividends 1,100
ServiceRevenue 60,000
SalariesExpense 0
Repairs and MairExpense 13,000
DepreciatiorExpense 0
SuppliesExpense 0

Total $105500 $105,500

Requirement5
December 31 Debit  Credit
Salaries Expense 19,600
Salaries Payable 19,600

(Record alariesowed at December 31

Depreciation Expense 5,000
Accumulated Depreciation 5,000
(Recorddepreciationexpensdor the yeay

Supplies Expense 2,800
Supplies 2,800
(Supplies used during year; $4,00061,200
= $2,800
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Chapter 3 The Accounting Cycle: End of the Period

Problem 38A (continued)
Requirement6 (adjusted entries posted imed)

Cash Accounts Receivabli Supplies
20,000 7,500 8,000 4,000 2 800
39,000 13,000 ’
18,000 8,000 21,0000 18,000

6,000 1,100
__23400] _ 11,000 _1,200|
Equipment Accumulated Depr. Salaries Payable
15,000 5,000 7,500
8,000 5,000 75001 19,600
23,000| 10,000 19,600
Common Stock Retained Earnings Service Revenue
25,000 9,500 0
6,000 60,000
31,000 9,500 60,000
Dividends Salaries Expense R&M Expense
0 0 0
1,100 13,000
19,600
1,100] 19,600 | 13,000
Depr. Expense Supplies Expense
0 0
5,000 2,800
5,000 2,800
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Chapter 3 The Accounting Cycle: End of the Period

Problem 38A (continued)
Requirement7

Red Storm Cleaners
Adjusted Trial Balance

December 312021
Accounts Debit Credit
Cash $ 53400
AccountsReceivable 11,000
Supplies 1,200
Equipment 23,000
AccumuatedDepreciation $ 10,000
SalariedPayable 19,600
CommonStock 31,000
Retainedearnings 9,500
Dividends 1,100
ServiceRevenue 60,000
SalarieEExpense 19,600
Repairs and MairExpense 13,000
DepreciatiorExpense 5,000
Suppliesexpense 2,800
Total $130,100 $130,100
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Chapter 3 The Accounting Cycle: End of the Period

Problem 38A (continued)
Requirement8
Red StormCleaners
Income Statement
For the year ended December 32021

Service revenue $60,000
Expenses:
Salaries 19,600
Repairs and main. 13,000
Depreciation 5,000
Supplies 2,800
Total expenses 40,400
Net income $19,600
Red Storm Cleaners
Balance Sheet
December 312021
Assets Liabilities
Current assets Current liabilities.
Cash $53,400 Salariepayable $19,600
Acoountsreceivable 11,000
Supplies 1,200
Total current assets 65,600 Stockhol der so
Long-term assets: Common stock 31,000
Equipment 23,000 Retained earnings 28,000 *
Accunulateddepr. (10,000) Tot al st ockt 59000
Total liabilities and
Total assets $78,600 stockhol der $78600
* Retained earnings Beginning retained earningsNe t i n Dioders 1

= $9,500 + $B,60 0

= $28,000
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Chapter 3 The Accounting Cycle: End of the Period

Problem 38A (continued)
Requirement9

December 31 Debit Credit

Service Revenue 60,000
Retained Earnings 60,000
(Close revenue accounts

Retained Earnings 40,400
Salaries Expense 19,600
Repairs and Main. Expense 13,000
Depreciation Expense 5,000
SuppliesExpense 2,800
(Close expense accouhts

Retained Earnings 1,100
Dividends 1,100

(Close dividendaccounj
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Chapter 3 The Accounting Cycle: End of the Period

Problem 38A (continued)
Requirement 10 (closing enties posted inred)

Cash Accounts Receivabli Supplies
18:000 8:000 21,0000 18,000
6,000 1,100
53400 | 11,000 1,200
Equipment Accumulated Depr. Salaries Payable
15,000 5,000 7,500
8,000 5,000 7,500 19.600
23,000| 10,000 19,900
Common Stock Retained Earnings Service Revenue
25,000 9,500 0
6,000 40,400, 60,000 60,000 ©0.000
1,100
31,000 28000 0
Dividends Salaries Expense R&M Expense
0 0 0
1,100 1,100 19,600 19.600 13,000 13,000
0] 0 0
Depr. Expense Supplies Expense
0 0
5,000 2,800
5,000 2,800
0 0
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Chapter 3 The Accounting Cycle: End of the Period

Problem 38A (concluded)
Requirement11

Red Storm Cleaners
PostClosing Trial Balance
December 312021

Accounts Debit Credit
Cash $53,400
AccountsReceivable 11,000
Supplies 1,200
Equipment 23,000
AccumulatedDepreciation $10,000
SalariedPayable 19,600
CommonStock 31,000
Retainedearnings 28,000

Total $88,600 $88,600
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Chapter 3 The Accounting Cycle: End of the Period

Problem 3-9A (Lo 3-3, 34, 35,3-6, 37)
Requirement 1

Cash Accounts Receivabli Prepaid Insurance
24,600 15,400 12,000
24,600 | 15,400 12,000|
Supplies Land Accounts Payable
0 148,000 6,700
0] 148,000 6,700
Deferred Revenue Common Stock Retained Earnings
5,800 143000 44,500
5,800 143000 44,500
Service Revenue Dividends Property Tax Expense
0 0 0
0 ) E—
SalariesExpense Insurance Expense Supplies Expense
0 0 0
0 _ O] _ 0
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Chapter 3 The Accounting Cycle: End of the Period

Problem 39A (continued)
Requirement2

(1) January 9 Debit Credit
Cash 134,100
Accounts Receivable 52,200
Service Revenue 186,300
(Provide servicefor cash andn account
(2) February 12 Debit  Credit
Cash 51,500
Accounts Recevable 51,500
(Collect on account
(3) April 25 Debit  Credit
Cash 12,900
Deferred Revenue 12,900
(Receive cash in advance from customer:
(4) May 6 Debit  Credit
Supplies 9,200
Accounts Payable 9,200
(Purchase supplies on accojint
(5) July 15 Debit  Credit
Property Tax Expense 8,500
Cash 8,500
(Pay poperty taxe¥
(6) September 10 Debit Credit
Accounts Payable 11,400
Cash 11,400
(Pay on account
(7) October 31 Debit Credit
Salaries Expense 123600
Cash 123,600
(Paysalariesfor the current yegr
(8) November 20 Debit  Credit
Cash 27,000
Common Stock 27,000
(Issue shares of common stpck
(9) December 30 Debit  Credit
Dividends 2,800
Cash 2,800
(Pay dividend}
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Chapter 3 The Accounting Cycle: End of the Period

Problem 39A (continued)

Requirement 3 (entries posted inred)

Accounts Receivabl

15,400
52,200

51,500

Cash
24,600 8.500
134,100

11,400
51,500
123,600
12,900
27000 2800
103800 |
Supplies
0
9,200
_920]
Deferred Revenue
5,800
12,900
18,700
Dividends
0
2,800
2,800 |
SalariesExpense

0
123,600
123,600
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16,100

Land

148,000

148,000

Common Stock

143000
27,000

170,000

Service Revenue

0
186,300

186,300

Insurance Expense

0

0

Prepaid Insurance

12,000

12,000

Accounts Payable

11,400

6,700
9,200

4,500

Retained Earnings

44,500

44,500

Property Tax Expense

0
8,500

__ 850

Supplies Expense

0

__ 0]
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Chapter 3 The Accounting Cycle: End of the Period

Problem 39A (continued)

Requirement4
Zips Storage
Unadjusted Trial Balance

December 312021

Accounts Debit Credt
Cash $103800
AccountsReceivable 16,100
Prepaid Insurance 12,000
Supplies 9,200
Land 148,000
Accounts Payable $ 4,500
Deferred Revenue 18,700
CommonStock 170,000
Retainedearnings 44,500
Dividends 2,800
Sewice Revenue 186,300
Property Tax Expense 8,500
SalariesExpense 123,600
Insuranceexpense 0
SuppliesExpense 0

Total $424,000 $424,000

Requirement5
December 31 Debit  Credit
Insurance Expense 7,000
Prepaid Insurance 7,000

(Reduce prepaid insurance due to passage of)time

Supplies Expense 6,300
Supplies 6,300
(Suppliesusedduring the year$0 +$9,200
T $2,900 = $,300)

Deferred Revenue 11,800
Service Revenue 11,800
(Provide services to customers whodoa advance
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Chapter 3 The Accounting Cycle: End of the Period

Problem 39A (continued)

Requirement6 (adjusted entries posted imed)

Cash Accounts Receivabli Prepaid Insurance
24,600 15,400 12,000
134,100 8:200 52,2000 51,500 7,000
11,400
51,500
123,600
12,900
27,000 2800
103,800 16,100 5,000
Supplies Land Accounts Payable
0 148,000 6,700
9,200 6,300 11,400 9,200
2,900 | 148,000 4,500
Deferred Revenue Common Stock Retained Earnings
5,800 143,000 44,500
11,800 12,900 27,000
6,900 170,000 44,500
Dividends Service Revenue Property Tax Expense
0 0 0
2,800 186,300 8,500
11,800
2,800| 198,100 8,500]
Salaries Expense Insurance Expense Supplies Expense
0 0 0
123,600 7,000 6,300
123,600 7,00 6,30
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Chapter 3 The Accounting Cycle: End of the Period

Problem 39A (continued)
Requirement7

Zips Storage
Adjusted Trial Balance

December 312021

Accounts Debit Credit
Cash $103800
AccountsReceivable 16,100
Prepaid Insurance 5,000
Supplies 2,900
Land 148,000
Accounts Payable $ 4,500
Deferred Revenue 6,900
CommonStock 170,000
Retainedearnings 44,500
Dividends 2,800
ServiceRevenue 198100
Property Tax Expense 8,500
SalarieEExpense 123,600
Insuranceexpense 7,000
SuppliesExpense 6,30

Total $424,000 $424,000
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Chapter 3 The Accounting Cycle: End of the Period

Problem 39A (continued)
Requirement8
Zips Storage
Income Statement
For the year ended December 32021

Service revenue $198100
Expenses:
Property Tax 8,500
Salaries 123,600
Insurance 7,000
Supplies 6,300
Total expenses 145,400
Net income $ 52,700

Zips Storage
Balance Sheet

December 312021
Assets Liabilities
Current assets: Current liabilities:
Cash $103800 Accounts Payable $ 4,500
Accountsreceivable 16,100 Deferred Revenue 6,900
Prepaid Insurance 5,000 Total current liadities 11,400
Supplies 2,900 Stockhol der
Total current asset 127,800 Common stock 170,000
Long-term assets: Retained earnings 94,400 *
Land 148,000 Tot al st oc k 264400
Total liabilities and
Total assets $275800 stockhol der $275800
* Retained earnings Beginning retained earningsNe t i n Diodaras 1
=$44500 + $2,70 0 2Z1800%

= $94,400
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Chapter 3 The Accounting Cycle: End of the Period

Problem 39A (continued)
Requirement9

December 31 Debit Credt

Service Revenue 198100
Retained Earnings 198100
(Close revenue accounts

Retained Earnings 145400
Property Tax Expense 8,500
Salaries Expense 123,600
Insurance Expense 7,000
Supplies Expense 6,300
(Close expense accouhts

Retained Earnings 2,800
Dividends 2,800

(Close dividends account
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Chapter 3 The Accounting Cycle: End of the Period

Problem 39A (continued)

Requirement 10 (closing entries posted imed)

Accounts Receivabl

15,400
52,200 51,500
16,100
Land
148,000
148,000
Common Stock
143,000
27,000
170,000

Service Revenue

Cash
24,600 8.500
134,100

11,400
51,500
123,600
12,900
27,000 2800
103,800
Supplies
0
9,200 6,300
2,900
Deferred Revenue
5,800
11,800 12,900
6,900
Dividends
0
2,800 2,800

O L
Salaries Expense

0
123,600 123,600

0

0
186,300
198,1000 11,800
0
Insurance Expense
0
7,000 7,000
0

Prepaid Insurance

12,000

7,000

5,000

Accounts Payable

11,400

6,700
9,200

4,500

Retained Earnings

44,500

145,400, 198,100
2,800

94,400

Property Tax Expense

0
8,500

8,500

O L

Supplies Expense

0
6,300

6,300

0
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Chapter 3 The Accounting Cycle: End of the Period

Problem 39A (concluded)
Requirement11

Zips Storage
Unadjusted Trial Balance

December 312021

Accounts Debit Credit
Cash $103800
AccountsReceivable 16,100
Prepaid Insurance 5,000
Supplies 2,900
Land 148,000
Accounts Payable $ 4,500
Deferred Revenue 6,900
CommonStock 170,000
Retainedearnings 94,400

Total $275800 $275800
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Chapter 3 The Accounting Cycle: End of the Period

PROBLEMS: SET B
Problem 3-1B (Lo 3-1, 32)

AccrualBasis CashBasis

Transaction Revenue EXxpense Revenue Expense
1. Receive cash from customers at th

time of service, $,700 $3,700 $0 | $3,700 $0
2. Issue common stock for cash,

$6,000. $0 $0 $0 $0
3. Receive cash from customers whag

were previoushpilled, $1700 $0 $0 | $1,700 $0
4. Incur utilities cost in the current

month but do not pay$600. $0 $600 $0 $0
5. Pay workerso g

month, §00. $0 $700 $0 $700
6. Pay for rent one year in advance,

$3,600 $0 $0 $0 | $3,600
7. Repay @ong-term note to the bank,

$3,000. $0 $0 $0 $0
8. Pay workerso g

previous month, §60. $0 $0 $0 $850
9. Pay dividends to stockholder§0®. $0 $0 $0 $0
10. Purchase office supplies for cash

$540. $0 $0 $0 $540

©2019 McGrawHill Education. All rights reserved. Authorized only for instructor use in the classroom. No reproduction or furthertibstribt
permitted without the prior written consent of McGrélill Education.
Solutions Manual, Chapter 3 3-83




Chapter 3 The Accounting Cycle: End of the Period

Problem 3-2B (Lo 3-1,3-2)

Horned Frogs Fine Cooking
Income Statement
For the year ended December 32021

Service revenue $60,00¢
Expenses:
Salaries 21600°
Supplies 7,000r
Repairs and maintenance 8,000
Insurance 1,500¢
Advertising 6,000
Total expenses 44,100
Net income $15,900

a$65,000(cash from customers)$5,000 decreasé accounts receivable) 66000

b $23,000(cash paid for salaries)$1,400 (decrease in salaries payable) 21%00

¢ $9,000(cash paid for supplie$)$2,000 (increase in supplies) =900

d$8,000( cash paid for maintenance) +/1 $®000i ncreasel/
€$4,000( cash pai d f2®00 (ircressalinm paepaid énpuraince) 300

f$6,0000 cash pai d f or (deardagedincreasesin pregajd advertisinglaEo
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Chapter 3 The Accounting Cycle: End of the Period

Problem 3-3B (L0 3-3)

(1) Debit  Credit
Depreciation Expense 7,000
Accumulated Depreciation 7,000
(Recorddepreciationexpense for year
(2 Debit  Credit
SalariesExpense 4,000
Salaries Paydle 4,000
(Recordsalariesowed at December 31
(3) Debit  Credit
Interest Receivable 1,500
Interest Revenue 1,500

(Record interest revenue for ten months n
yet received$20,000x 0.09x 10/12=

$1,500
4 Debit  Credit
Insurance Expense 4,950

Prepaid Insurance 4,950

(Reduceprepaid insurancéor nine months
used of twentyour months paid in advance
$13,200x 9/24 = $4,950

(5) Debit Credit
Supplies Expense 1,700
Supplies 1,700
(Suppliesused during year
(6) Debit Credit
Deferred Revenue 1,800
ServiceRevenue 1,800

(Reducealeferredrevenudor two months
provided of three months revenue receive
in advance$2,700x 2/3 = $1,800Q

@) Debit  Credit
Rent Expense 2,000
Prepaid Rent 2,000

(Reduceprepaid rentfor onemonth used of
three months paid in advance
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Chapter 3 The Accounting Cycle: End of the Period

Problem 34B (Lo 33

(1) Debit  Credit

Interest Expense 1,200
Interest Payable 1,200
(Recordinterestexpense for three months not yet
paid; $60,000 x 8% x 3/12

(2) Debit  Credit

Rent Expense 5,000
Prepaid Rent 5,000
(Reduceprepaid rentfor two months used of three mc
prepaid $7,500 x 2/3= $5,000

(3) Debit  Credit

Deferred Revenue 5,000
Service Revenue 5,000
(Reducaleferred revenutor five months
provided of twelve months reced in
advance $12,000 x5/12= $5,000

(4) Debit  Credit
Depreciation Expense 18,000
Accumulated Depreciation 18,000
(Recorddepreciationexpense for year
(5) Debit  Credit
SalariesExpense 8,000
Salaries Payable 8,000
(Record salarieswed at December 31
(6) Debit  Credit
SuppliesExpense 57,000
Supplies 57,000

(Supplies used during yea817,000+ $62,0001
$22,000= $57,000Q
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Chapter 3 The Accounting Cycle: End of the Period

Problem 3-5B (Lo 3-5)

Orange Designs
Income Statement
For the year ended December 32021

Service evenue $111,900
Expenses:
Salaries 43,000
Rent 19,000
Depreciation 8,000
Supplies 9,000
Advertising 14,000
Utilities 13,000
Interest 3,000
Total expenses 109,000
Net income $ 2,900
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Chapter 3 The Accounting Cycle: End of the Period

Problem 35B (concluded)

Orange Designs

St atement

of Stockhol

For the year ended December 32021

Total
Common Retained St ockh
Stock Earnings Equity
Balance at January 1 $49,000 $16,000 $65,000
Issuance of common stoc 11,000 11,000
Add: Net income fo2021 2,900 2,900
Less: Dividends (0) (0)
Balance at December 31  $60,000 $18,900 $78,900
Orange Designs
Balance Sheet
December 312021
Assets Liabilities
Current assets: Current liabilties:
Cash $ 6,000 Accounts payable $ 4,000
Accouns receivable 5,000 Salaries payable 5,000
Supplies 3,000 Utilities payable 1,100
Prepaid rent 7,000 Total current liabilities 10,100
Total current assett 21,000  Notespayable 30,000
Total liabilities 40,100
Long-term assets: Stockhol der séo
Buildings 120,000 Common stock 60,000
Accum. depr. (22,000) Retained earnings 18,900
Total stock 78900
Total liabilities and
Total assets $119,000 stockhol der $119000
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Chapter 3 The Accounting Cycle: End of the Period

Problem 3-6B (Lo 36, 37)

December 31 Debit Credit
Service Revenue 89,700
Retained Earnings 89,700

(Close revenue accounts

Retained Earnings 73,300
Salaries Expense 50,000
Supplies Expense 10,100
Rent Expense 8,500
Delivery Expense 4,700

(Close expense accounts

Retained Earnings 7,000
Dividends 7,000
(Close dividendaccounj

Fighting Illini
PostClosing Trial Balance

Accounts Debit Credit

Cash $ 7,600

Accounts Receivable 10,200

Land 120,000
Accounts Payable $ 5,100
Common Stock 90,000
Retained Earnings 42,700
Totals $137,800 $137,800
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Chapter 3 The Accounting Cycle: End of the Period

Problem 3-7B (Lo 3-4, 35, 3-6, 37)
Requirements 1 and 2 @djusting entries postedin red)

Cash Accounts Receivabli Supplies
76,000 15,000 27,000
22,000
76,000 | 15,000 5,000
Prepaid Insurance Equipment Accumulated Depr.
24,000 95,000 37,000
20,000 10,000
__4,000] __ 95,000 47,000
Accounts Payable Salaries Payable Deferred Revenue
12,000 0 15,000 60,000
4,000
12,000 4,000 45,000
Interest Payable Notes Payable Common Stock
0 35,000 35,000
1,000
1,000 35,000 35,000
Retained Earnings Dividends ServiceRevenue
227,000
10,000 3,000 15,000
10,000 3,000] 242,000
Salaries Expense Depreciation Expense Insurance Expense
164,000 0 0
4,000 10,000 20,000
168,000| 10,000 | 20,000
Supplies Expense Utilities Expense Interest Expense
0 12,00 0
22,000 1,000
22,000 12,000 1,000
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Chapter 3 The Accounting Cycle: End of the Period

Problem 37B (continued)

Requirement 3
Jaguar Auto Company
Adjusted Trial Balance

December 312021

Accounts Debit Credit
Cash $ 76,000
AccountsReceivable 15,000
Supplies 5,000
Prepaidinsurance 4,000
Equipment 95,000
AccumulatedDepreciation $ 47,000
AccountsPayable 12,000
SalariedPayable 4,000
Deferred Revenue 45,000
InterestPayable 1,000
NotesPayable 35,000
CommonStock 35,000
Retainedearnings 10,000
Dividends 3,000
ServiceRevenue 242,000
SalarieExpense 168,000
DepreciatiorExpense 10,000
Insuranceexpense 20,000
SuppliesExpense 22,000
Utilities Expense 12,000
InterestExpense 1,000

Total $431,000 $431,000
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Chapter 3 The Accounting Cycle: End of the Period

Problem 37B (continued)
Requirement4
Jaguar Auto Company
Income Statement
For the year ended December 32021

Servicerevenue $242,000

Expenses:
Salaries 168,000
Depreciation 10,000
Insurance 20,000
Supplies 22,000
Utilities 12,000
Interest 1,000

Total expenses 233,000
Net income $ 9,000

Jaguar Auto Company
St atement of Stockhol
For the year ended December 32021

Total
Common Retained St oc kh

Stock Earnings Equity
Balance at January 1 $35,000  $10,000 $45,000
Issuance of common stoc 0 0
Less Netincomefor 2021 9,000 9,000
Less: Dividends (3,000) (3,000)
Balance at December 31  $35,000 $ 16,000 $51,000
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Chapter 3 The Accounting Cycle: End of the Period

Problem 37B (continued)

Jaguar Auto Company
Balance Sheet
December 312021

Assets
Current assets
Cash $ 76,000
Accountsreceivable 15,000
Supplies 5,000
Prepaid insurance 4,000

Total current asse 100,000

Long-term assets:

Equipment 95,000
Accunulateddepr. (47,000)
Total assets $148000

Liabilities
Current liabilities

Accounts payable $12,000
Salaries payable 4,000
Deferred revenue 45,000
Interest payable 1,000
Total current liabilities 62,000
Notes payable 35,000
Total liabilities 97,000
Stockhol der so
Common stock 35,000
Retaned earnings 16,000

Tot al st ock 51,000

Total liabilities and
stockhol der$148000
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Chapter 3 The Accounting Cycle: End of the Period

Problem 37B (continued)
Requirement 5

December 312021 Debit Credit

ServiceRevenue 242,000
Retained Earnings 242,000
(Close revenue accounts

Retained Earnings 233,000
SalariesExpense 168,000
Depreciation Expense 10,000
Insurance Expense 20,000
SuppliesExpense 22,000
Utilities Expense 12,000
Interest Expense 1,000

(Close e&pense accounis

Retained Earnings 3,000
Dividends 3,000
(Close dividendaccounj
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Chapter 3 The Accounting Cycle: End of the Period

Problem 37B (concluded)
Requirement 6 Closing entriespostedin red)

Retained Earnings Dividends ServiceRevenue
10,000 3,000 242,000
233,000 | 242,000
3,000 3,000 242,000
16000 __ 0] 0
Salaries Expense Depreciation Expense Insurance Expense
164,000 0 0
4,000 165 000 10000/ 10,000 200001 20,000
0] 0] 0
Supplies Expense Utilities Expense Interest Expense
0 12,000 0
220001 22000 12,000 1000 1 ano
0 0 0

Requirement 7
Jaguar Auto Company
PostClosing Trial Balance

December 312021

Accounts Debit Credit
Cash $ 76,000
Accounts Receivable 15,000
Supplies 5,000
Prepaidnsurance 4,000
Equpment 95,000
Accumulated Depreciation $ 47,000
Accounts Payable 12,000
Salaries Payable 4,000
Deferred Revenue 45,000
Interest Payable 1,000
Notes Payable 35,000
Common Stock 35,000
RetainecdEarnings 16,000

Total $195,000 $195,000
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Chapter 3 The Accounting Cycle: End of the Period

Problem 3-8B (Lo 3-3, 34, 35,3-6, 37)

Requirement 1

Cash Accounts Receivable Supplies
4,500 9,500 3,500
__4500] __9900] __3:500]
Equipment Accumulated Depr. AccountsPayable
36,000 8,000 6,000
36,000] 8,000 6,000
Utilities Payable Deferred Revenue Common Stock
7,000 0 23,000
7,000 0 23,000
Retained Earnings Dividends ServiceRevenue
9,500 0 0
9,500 0] 0
Salaries Expense Utilities Expense SuppliesExpense
0 0 0
0] 0] 0]

Depr. Expense
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Chapter 3 The Accounting Cycle: End of the Period

Problem 38B (continued)
Requirement2

(1) January 24 Debit  Credit
Accounts Receivable 65,000
Cash 20,000
ServiceRevenue 85,000
(Provide servicesmaccount and for cds
(2) March 13 Debit  Credit
Cash 53,000
Accounts Receivable 53,000
(Collect on account
(3) May 6 Debit  Credit
Cash 11,000
Common Stock 11,000
(Issue common stogk
(4) June 30 Debit  Credit
Salaries Expense 33,000
Cash 33,000
(Pay arrent salarie$
(5) September 15 Debit  Credit
Utilities Payable 7,000
Cash 7,000
(Payfor pastutilities)
(6) November 24 Debit  Credit
Cash 10,000
Deferred Revenue 10,000
(Receive cash in advarnjce
(7) December 30 Debit  Credit
Dividends 3,000
Cash 3,000
(Pay dividendy
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Chapter 3 The Accounting Cycle: End of the Period

Problem 38B (continued)

Requirement 3 (entries posted inred)
Accounts Receivable

9,500
65,000

53,000

21,500

Accumulated Depr.

8,000

8,000

Deferred Revenue

Cash
4,500
20,000 33,000
53,000 7,000
11,000 3,000
10,000
55,500
Equipment
36,000
36,000
Utilities Payable
7,000
7,000
0
Retained Earnings
9,500
9,500
SalariesExpense
0
33,000
_33,000]
Depr. Expense
0
0

©2019 McGrawHill Education. All rights reserved. Authorized only for instructor use in the classroom. No reproduction or furtherttbstribu

0
10,000
10,000
Dividends
0
3,000
3,000]
Utilities Expense
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Supplies
3,500
_3500]
Accounts Payable
6,000
6,000
Common Stock
23,000
11,000
34,000
ServiceRevenue
0
85,000
85,000

SuppliesExpense

0
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Chapter 3 The Accounting Cycle: End of the Period

Problem 38B (continued)
Requirement4
Pipers Plumbing
Unadjusted Trial Balance

December 312021
Accounts Credit
Cash $ 55,500
AccountsReceivable
Supplies
Equipment
AccumulatedDepreciation $ 8,000
AccountsPayable 6,000
Utilities Payable 0
DeferredRevenue 10,000
CommonStock 34,000
Retainedearnings 9,500
Dividends
ServiceRevenue 85,000
SalarieEExpense 33,000
Utilities Expense 0
SuppliesExpense 0
DepreciatiorExpense 0
Total $152,500 $152,500
Requirement5
December 31 Debit Credit
Depreciation Expense 8,000
Accumulated Depreciation 8,000
(Recorddepreciationexpense for year
Supplies Expense 2,400
Supplies 2,400
(Suppliesused during year; $3,500$1,100 =
$2,400Q
Deferred Revenue 7,000
ServiceRevenue 7,000
(Reducealeferredrevenudor services completéd
Utilities Expense 6,000
Utilities Payable 6,000

(Record utilitiesowed at December 31
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Chapter 3 The Accounting Cycle: End of the Period

Problem 38B (continued)
Requirement6 (adjusted enties posted inred)

Cash Accounts Receivable Supplies
4,500 9,500 3,500
20,000 33,000 65,0000 53,000 2400
53,000 7,000 ’ ’
11,000 3,000
10,000
55,500| 21,500] 1,100
Equipment Accumulated Depr. Accounts Payable
36,000 8,000 6,000
8,000
36,000| 16,000 6,000
Utilities Payable Deferred Revenue Common Stock
7,000 0 23,000
7,000 6,000 7,000 10,000 11,000
6,000 3,000 34,000
Retained Earnings Dividends Service Revenue
9,500 0 0
3,000 85,000
7,000
9,500 3,000] 92,000
Salaries Expense Utilities Expense Supplies Expense
0 0 0
33,000 6,000 2,400
33,000| 6,000| 2,400|

Depr. Expense

0
8,000
8,000
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Chapter 3 The Accounting Cycle: End of the Period

Problem 38B (continued)
Requirement7
Pipers Pumbing
Adjusted Trial Balance
December 312021

Accounts Debit Credit
Cash $ 55,500
AccountsReceivable 21500
Supplies 1,100
Equipment 36,000
AccumulatedDepreciation $ 16,000
AccountsPayable 6,000
Utilities Payable 6,000
DeferredRevenue 3,000
CommonStock 34,000
RetainedEarnings 9,500
Dividends 3,000
Service Rvenue 92,000
SalariesExpense 33,000
Utilities Expense 6,000
SuppliesExpense 2,400
DepreciatiorExpense 8,000

Total $166,500 $166,500
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Chapter 3 The Accounting Cycle: End of the Period

Problem 38B (continued)

Requirement8
Pipers Plumbing

Income Statement
For the year ended December 32021

Servicerevenue $92,000
Expenses:
Salaries 33,000
Utilities 6,000
Supplies 2,400
Depreciation 8,000
Total expenses 49,400
Net income $42,600
Pipers Plumbing
Balance Sheet
December 312021
Assets Liabilities
Current assets: Current liabilities:
Cash $55,500 Accountspayable $ 6,000
Accourts receivable 21500 Utilities payable 6,000
Suppies 1,100 Deferredrevenue 3,000
Total current assets 78,100 Total current liabilities 15,000
St ockhol der so
Long-term assets: Common stock 34,000
Equipment 36,000 Retained earnings 49,100
Accunulateddepr. (16,000) Total st ock 83100
Total liabilities and
Total assets $98,100 stockhol der $98100
* Retained earnings Beginning retained earningsNe t i n Diaderas 1

=$9500 + $1260 0 3]000%$
= $49,100
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Chapter 3 The Accounting Cycle: End of the Period

Problem 38B (continued)
Requirement9

December 31 Debit Credit

ServiceRevenue 92,000
Retained Earnings 92,000
(Close revenue accounts

Retained Earnings 49,400
Salaries Expense 33,000
Utilities Expense 6,000
Supplies Expense 2,400
Depreciation Expense 8,000

(Close expense accoupts

Retained Earnings 3,000
Dividends 3,000
(Close dividendaccounj
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Chapter 3 The Accounting Cycle: End of the Period

Problem 38B (continued)
Requirement 10 (closing entries posd in red)

Cash Accounts Receivable Supplies
4,500 9,500 3,500
’ ’ ’ 2,400
20,000 33,000 :
53,000 7000 65,000 53,000
11,000 3,000
10,000
55,500| 21,500] 1,100
Equipment Accumulated Depr. Accounts Payable
36,000 8,000 6,000
8,000
36,000] 16,000 6,000
Utilities Payable Deferred Revenue Common Stock
7,000 0 23,000
7,000 6,000 7,000 10,000 11,000
6,000 3,000 34,000
Retained Earnings Dividends Service Revenue
9,500 0 0
49,4000 92,000 30000 3000 85,000
3,000 92,000  7.000
49,100 0] 0
Salaries Expense Utilities Expense Supplies Expense
0 0 0
33,0000 33,000 6,000, 6,000 2,400 2400
0 0 0

Depr. Expense

0
8,000 8,000
0
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Chapter 3 The Accounting Cycle: End of the Period

Problem 38B (concluded
Requirement11

Pipers Plumbing
PostClosing Trial Balance

December 312021
Accounts Debit Credit
Cash $ 55,500
AccountsReceivable 21500
Supplies 1,100
Equipment 36,000
AccumulatedDepreciation $ 16,000
AccountsPayable 6,000
Utilities Payable 6,000
DeferredRevenue 3,000
CommonStock 34,000
Retainedearnings 49,100
Total $114,100 $114,100
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Chapter 3 The Accounting Cycle: End of the Period

Problem 3-9B (Lo 3-3, 34, 35,3-6, 37)
Requirement 1

Cash Accounts Receivable Supplies
41,500 25,700 0
41,500 | 25,700 | 0]

Land Accounts Payable SalariesPayable
110,800 15,300 0
110800 | 15,300 0

Interest Payable Notes Payable Common Stock
0 30,000 100,000
0 30,000 100,000
Retained Earnings Dividends Senice Revenue
32,700 0 0
32,700 0] 0
Salaries Expense Advertising Expense Interest Expense
0
0 0
_ 0] __ 0] 0]
SuppliesExpense
0
0
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Chapter 3 The Accounting Cycle: End of the Period

Problem 39B (continued)
Requirement2

(1) January 12 Debit  Credit
Accounts Receivable 62,400
Service Revenue 62,400
(Provide servicesmaccoun}
(2) February 25 Debit  Credit
Cash 75,300
Service Revenue 75,300
(Provide services for cagh
(3) March 19 Debit  Credit
Cash 45,700
Accounts Receivable 45,700
(Receive cash on accoljint
(4) April 30 Debit  Credit
Cash 30,000
Common Stock 30,000
(Issue common stogk
(5) June 16 Debit  Credit
Supplies 12,100
Accounts Payable 12,100
(Purchase supplies on accojint
(6) July 7 Debit  Credit
AccountsPayable 11,300
Cash 11,300
(Pay cash on account
(7) September 30 Debit  Credit
Salaries Expense 64,200
Cash 64,200
(Paysalaries for work in the current peripo
(8) November 22 Debit  Credit
Advertising Expense 22,500
Cash 22,500
(Payadvertising for the current perigd
(9) December 30 Debit  Credit
Dividends 2,900
Cash 2,900
(Paydividend$
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Chapter 3 The Accounting Cycle: End of the Period

Problem 39B (continued)
Requirement 3 (entries posted inred)

SuppliesExpense

0

0

Cash Accounts Receivable Supplies
41,500 11,300 25,700 0
75,300 64,200 62,400 45,700 12,100
45,700 22,500
30,000 2,900
91,600 | 42,400 | 12,100
Land Accounts Payable SalariesPayable
110,800 15,300 0
11,300 12,100
110800 | 16,100 0
Interest Payable Notes Payable Common Stock
0 30,000 100,000
30,000
0 30,000 130,000
Retained Earnings Dividends ServiceRevenue
32,700 0 0
2,900 62,400
75,300
32,700 2,900| 137,700
Salaries Expense Advertising Expense Interest Expense
0 0 0
64,200 22,500
64,200| 22,500| 0]
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Chapter 3 The Accounting Cycle: End of the Period

Problem 39B (continued)

Requirement4
Jackrabbit Rentals
Unadjusted Trial Balance

December 312021

Accounts Debit Credit
Cash $ 91,600
AccountsReceivable 42,400
Suppies 12,100
Land 110,800
AccountsPayable $ 16,100
SalariedPayable 0
InterestPayable 0
Notes Payable 30,000
CommonStock 130,000
Retainedearnings 32,700
Dividends 2,900
ServiceRevenue 137,700
SalarieEExpense 64,200
AdvertisingExpense 22,500
InterestExpense 0
SuppliesExpense 0

Total $346,500 $346,500

Requirement5
December 31 Debit  Credit
Interest Expense 2,500
Interest Payable 2,500

(Accrue interest on notes payaple

SalariesExpense 1,500
Salaries Payable 1,500
(Record salaries owed at Decembe) 31

Supplies Expense 9,800
Supplies 9,800
(Suppliesusedduring the year$0 +
$12,1000 $ 25,800
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Chapter 3 The Accounting Cycle: End of the Period

Problem 39B (continued)

Requirement6 (adjusted entries posted imed)

Supplies Expens

0
9,800

9,800

Cash Accounts Receivable Supplies
41,500 11,300 25,700 0
75,300 64,200 62,400 45,700 12,100
45,700 22,500 9,800
30,000 2,900
91,600| 42,400 2,300
Land Accounts Payable Salaries Payable
110,800 15,300 0
11,300 12,100 1,500
110,800 16,100 1,50
Interest Payable Notes Payable Common Stock
0 30,000 100,000
2,500 30,000
2,50 30,000 130,000
Retained Earnings Dividends Service Revenue
32,700 0 0
2,900 62,400
75,300
32,700 2,900| 137,700
Salaries Expense Advertising Expense Interest Expense
0 0 0
64,200 22,500 2,500
1,500
65,700 | 22,500| 2,50 |
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Chapter 3 The Accounting Cycle: End of the Period

Problem 39B (continued)

Requirement7
Jackrabbit Rentals
Adjusted Trial Balance

December 312021
Accounts Debit Credit
Cash $ 91,600
AccountsReceivable 42,400
Supplies 2,300
Land 110,800
Accourts Payable $ 16,100
SalariedPayable 1,500
InterestPayable 2,500
Notes Payable 30,000
CommonStock 130,000
Retainedearnings 32,700
Dividends 2,900
ServiceRevenue 137,700
SalarieEExpense 65,700
AdvertisingExpense 22,500
InterestExpense 2,500
SuppliesExpense 9,800
Total $350,500 $350,500
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Chapter 3 The Accounting Cycle: End of the Period

Problem 39B (continued)
Requirement8
Jackrabbit Rentals
Income Statement
For the year ended December 32021

Servicerevenue $137,700
Expenses:
Salaries 65,700
Advertising 22,500
Interest 2,500
Supplies 9,800
Total expenses 100500
Net income $ 37,200
Jackrabbit Rentals
Balance Sheet
December 312021
Assets Liabilities
Current assets: Current liabilities:
Cash $ 91600 AccountsPayable $ 16,100
AccountsReceivable 42,400 SalariesPayable 1,50
Supplies 2,300 InterestPayable 2,500
Total current asse 136,300 Total current liabilities 20,100
Notes Payable 30,000
Total liabilities 50,100

Long-term assets:

St ockhol der so

Land 110,800 Common stock 130,000
Retained earnings 67,000 *
Tot al st ock 197000
Total liabilities and
Total assets $247,100 stockhol der $247100

* Retained earnings Beginningretained earningsMe t i n Diaders 1
=$32,700 + 87,20 0 2Z900%

= $67,000
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Chapter 3 The Accounting Cycle: End of the Period

Problem 39B (continued)
Requirement9

December 31 Debit Credit

Service Revenue 137,700
Retained Earnings 137,700
(Close revenue accounts

Retained Earnings 100,500
Salaries Expense 65,700
Advertising Expense 22,500
Interest Expense 2,500
SuppliesExpense 9,800
(Close expense accoupts

Retained Earnings 2,900
Dividends 2,900

(Close dividends account
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Chapter 3 The Accounting Cycle: End of the Period

Problem 39B (continued)

Requirement 10 (closing entries posted imed)

Cash Accounts Receivable Supplies
41,500 11,300 25,700 0
75,300 64,200 62,400 45,700 12,100
45,700 22,500 9,800
30,000 2,900
91,600| 42,400] 2,300|
Land Accounts Payable Salaries Payable
110,800 15,300 0
11,300 12,100 1,500
110,800 16,100 1,500
Interest Payable Notes Payable Common Stock
0 30,000 100,000
2,500 30,000
2,500 30,000 130,000
Retained Earnings Dividends Service Revenue
32,7M 0 0
100,500 137,700 2,900 2,900 62,400
2,900 137,700 75,300
67,000 0] 0
Salaries Expense Advertising Expense Interest Expense
0 0 0
64,200 22,500 22,500 2,500 2,500
1,500 65,700
0] 0] 0]

Supplies Expense

0
9,800

9,800

0
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Chapter 3 The Accounting Cycle: End of the Period

Problem 39B (concluded)
Requirement11

Jackrabbit Rentals
PostClosing Trial Balance

December 312021
Accounts Debit Credit
Cash $ 91,600
AccountsReceivable 42,400
Supplies 2,300
Land 110,800
AccountsPayable $ 16,100
SalariedPayable 1,500
InterestPayable 2,500
Notes Payable 30,000
CommonStock 130,000
Retainedearnings 67,000
Total $247,100 $247,100
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Chapter 3 The Accounting Cycle: End of the Period

ADDITIONAL PERSPECTIVES

Additional Perspective3-1
Requirement 1

July 1,2021
Cash

Common Stock

(Issue common stock to Syzie
July 1,2021
Cash

Common Stock

(Issue common stock to Tony
July 1,2021
Prepaid Insurance

Cash

(Purchase ongear insurance poligy
July 2,2021
Legal Fees Expense

Cash

(Pay legal fees for incorporation
July 4,2021
Supplies(Office)

Accounts Payable

(Purchase office supplies on account
July 7,2021
Advertising Expense

Cash

(Pay cash for advertising
July 8,2021
Equipment (Bikes)

Cash

(Pay cash for mountain bikes
July 15,2021
Cash

ServiceRevenue(Clinic)

(Receive cash for mountain bike clinic

Debit Credit
10,000
10,000
10,000
10,000
4.800
4.800
1,500
1,500
1,800
1,800
300
300
12,000
12,000
2,000
2,000
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Chapter 3 The Accounting Cycle: End of the Period

Additional Perspectiv&-1 (continued)
Requirement 1(continued)

July 22,2021

Cash 2,300
ServiceRevenue(Clinic) 2,300
(Receive cash for mountain bike clinic

July 24,2021

Advertising Expense 700
Cash 700
(Pay cash for advertising

July 30,2021

Cash 4,000
Deferred Revenue 4,000
(Receive cash in advance for kayak clinic

Aug. 1,2021 Debit Credit

Cash 30,000
Notes Payable 30,000
(Obtain loan from city counail

Aug. 4,2021

Equipment (Kayaks) 28,000
Cash 28,000
(Pay cash for &yaks

Aug. 10,2021

Cash 3,000

Deferred Revenue 4,000
ServiceRevenue(Clinic) 7,000
(Receive cash and hold kayak clinic

Aug. 17,2021

Cash 10,500
ServiceRevenue(Clinic) 10,500
(Receive cash and hold kayak clinic

Aug. 24,2021

Accounts Payable 1,800
Cash 1,800

(Pay cash on account
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