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Transa-
ction

Explanation

Beginning balance
1b Earned service revenue and receive cash

2b Earned service revenue on account
3b Collect cash on account

4h Paid wages

5pb Paid rent

6b Received bill for gas and oil used
End of month balances

General Accounting

GEM SERVICE COMPANY

Summary of Transaction
Month of December 2000

ASSETS LIEBILITIES + OWNER’S EQUITY
Cash Accounts Truck Cleaning Office Accounts Notes Gem, capital
receivable equipment equipment Paybale payable
13,500 $-0- $6,000 $14,000 $2,500 = $-0- $6,000 + $30,000 _
+4.800 +4,800 (Sevice revenue)
$18,300 $6,000 $14,000 $2,500 = $6,000 + $34,800
+900 +900 (Sevice revenue) |
$18,300 $900 $6,000 $14,000 $2,500 = $6,000 + 35,700
+200 -200
18,500 $700 $6,000 $14,000 $2,500 = $6,000 + $35,700
-2,600 -2,600 (Wages xpense) |
$15,900 $700 $6,000 $14,000 $2,500 = $6,000 + $33,100
-400 -400 (Rent expensey
$15,500 $700 $6,000 $14,000 $2,500 = $6,000 + 32,700
+600 -600 (Gas and oil expensqg)
$700 6,000 $14,000 2,500 + $32,100
$6,600 + $32,100

Cleaning equipmetn
Office equipment..............

Owner’s equity:

Gem, Capital.......cccoceererirvirerenne, $32,100
Total ASSets..........ccvunen 38,700 Toatl liabilities & Owner’s equity...$38,700

GEM SERVICE COMPANY

Income Statement
For the Month ended December 2000

Revenue:

Sevice revenue.............. $5,700 [
Expense:

WagES.....coeveverirererirerans $2,600

ReNnt...ccoovieiiiiciccec $ 400

Gas and Oil........c.ccoueenes $ 600 ——
Total EXPENSE.....cvvvevereereieerras $3,600
Net InCOme........cccoeeveeeeieccieecie, 2,100
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G- ﬁjﬁmimﬂtﬁﬁn{]m N (Equation of Balance Sheet):

{FNjESEURY (Assets) = {§jESHAY (Liabilities) + YrUnSITITA (Equity)

(UANTHUG UG S{FAjESIS?)

DEMONSTRATION PROBLEM
On June 1, 2000, Joanna Willis formed the Briarcliff Riding Stable. The following
transactions occurred during June:

Transactions:

June 1 the owner invested $10,000 cash in the business.

4 A horse stable and riding equipment were rented (and paid for) for the month
at a cost of $1,200.

8 Horse feed for the month was purchased on credit, $800.
20 Miscellaneous expenses of $600 for June were paid (to the supplier of
various items and services).
24 The owner withdraws $500 cash.
29 Land was purchased for use in the business by borrowing $40,000 from
relative by singing a note. The note is due to be repaid in five years with no
interest.
30 Salaries of $700 for the month were paid.
30 Riding and lessons fees were billed in the amount of $2,400 to a riding club,
whose members use the stable facilities. (This bill is due on July 10)
31 Fees of $3,000 for the month were billed to the riding club, whose members
were boarding their horses at the stable. (This amount is due on July 10)

Required:

a. Prepare a summary of the above transaction. Use columns headed Cash, Accounts
Receivable, Land, Accounts payable, Notes Payable, and Janna Willis, Capital, balance,

b. Prepare an income statement for the month of June 2000.

c. Prepare a balance sheet as of June 30, 2000

Lecturer Mr. Bean Yim, Tel:011 893 267, E-mail: yim_bean@yahoo.com Page 8
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Solution to Demonstration Problem

a.
BRIARCLIFF RDING STABLE
Summary of Transactions
Month of June 2000
ASSETS = LIABILITIES +  OWNER’S EQUITY
Date Explanation Cash AR Land A\P N\P Joanna Willis, capital
Junel Owner investment $10,000 = +  $10,000
4 Rent expense -1200 = -1,200
$8800 +  $8,800
8 Feed expense $+800 -800
$8800 = $800 +  $8,000
20 Miscellaneous expense -600 -600
$8,200 = $800 +  $7,400
24 Owner withdrawal -500 -500
7700 = $800 +  $6,900
29 Purchase land by borrowing $+40,000 $+40,000
7,700 $40,000 = $800 $40,000 + $6,900
30 Salaries paid -700 -700
$7,000 $40,000 = $800 $40,000 + 6,200
30 Riding and lessons fees _ $+2,400 +2,400
revenue billed $7000 $2,400 $40,000 = $800 $40,000 + $8,600
+3,000 +3,000
30 Boarding fees revencue 7000 $5,400 $40,000 = $800 $40,000 + $11,600

End of month balances

Lecturer Mr. Bean Yim, Tel:011 893 267, E-mail: yim_bean@yahoo.com Page 9
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b.

General Accounting

BRIARCIFF RIDING STABLE
Income Statement

For the month ended June 30, 2000

Revenues:
Horse boarding fees.........cccovvvvevviiivcviciniese, $3,000
Riding and lesson fees ..........cccovevviceiveciecnnnn, 2,400
TOtal FEVENUE......eeeeeeeeeeeeeeeeeeeeeeeee e $5, 4000
Expenses:
RN $1,200
FEEA....ueiice e 800
SAlArIES.....cveeeeeecie e 700
MIiSCEHANEOUS........eeevviee i, 600
Total EXPeNSe......coovvviieieeer e 3,300
NEt INCOME....ccivii it 2,100
BRIARCLIFF RIDING STABLE
Balance Sheet
June 30, 2000
Assets
CASN. e $ 7,000
Accounts receivable..........cocovvveiiie e, 5,400
[ 1 o SRR 40,000
Total aSSetS.......ccvvvvviiieiiiieicieeecieens $ 52,400
Liabilities and Owner’s Equity
Liabilities:
Accounts payable.............ccccovnenee. $ 800
Notes payable..........cccocevirvinnnnne. 40,000
Total liabilities........ccccvvvevvennee $40,800
Owner’s equity:
Joanna Willis, capital....................... 11,600
Total liabilities and owner’ equity............... 52,400

Lecturer Mr. Bean Yim, Tel:011 893 267, E-mail: yim_bean@yahoo.com
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1-3 The transactions appearing below are those of the Ressell Jaccobs Company for the month of
April 2000. This was the first month of operation of the business.

Transaction:
1- Owner invested capital $100,000.
2- Purchased cleaning equipment on account, $30,000.
3- Earned service revenue on account, $24,000
4- Collected cash on account, $8,000
5- Paid wages, $6,000
6- Paid rent, $4,000
7- Received bill for advertising for April, $1,200
8- Paid an account payable, $30,000

Required:

a. Prepare a summary of transactions. Use money columns headed Cash, Accounts
receivable, Cleaning equipment, Accounts payable, and Russel Jacobs, capital.
Determine new balances after each transaction.

b. Prepare an income statement for April 2000.

c. Prepared a balance sheet as of April 30, 2000.

1-4  The following balances are for the Thomas Company. All revenues and expenses are for
the month of September 2000. All assets and liabilities balances are as o f September 230, 2000.
the owner’s equity balance as of September 1, 2000.

CaSh. i $18000
SEIVICE IBVENUE. ....ccvviiiieiieiee et 12000
Accounts receivable...........ccoooiiiiii, 3120
Accounts payable.........ccoooiiiinii e 2160
Cleaning equipment..........ccccoeveveeiesieene e 14400
Office eqUIPMENT......cooiiir e 3600
Gas and 0il EXPENSE......c.ccovveeriere e 840

Lecturer Mr. Bean Yim, Tel:011 893 267, E-mail: yim_bean@yahoo.com Page 13
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AdVvertising eXOPeNnse.......cccevierreniieneene e

Notes payable..........cccooeiiiiiiiiice
RENT BXPENSE....eeiiiieiiiie i
Miscellaneous eXPENSE..........cccveveverenerenereseeie

Required:

General Accounting

a. Prepare and income statement for the month ended September 30, 2000.
b. Prepare a balance sheet as of September 30, 2000. You will need to calculate
the September 30, 2000, balance in the owner’s capital account.

1-5  The balance sheet of Tara Trucker Company as of April 30, 2000, was as follows:

TARA TURCKER COMPANY
Balance Sheet
April 30, 2000
Assets
CaSN.c s $28,000
ACCOUNE TECEIVADIE......cvviiiiiii e 80,000
7 13T R RRTRRR 300,000
TOtal ASSELS.....eeeiviieiiiic e 408,000
Liabilities and Owner’s Equity
Liabilities
Accounts payable...........ocooiiiiii 72,000

Owner’s equity:

Total liabilities and owner’s equity

Mrianne Mills, capital............cccccovvvviniiiienee 336,000

Summarized the transactions for the months of May were as follows:

Transaction:

1- The owner invested and additional $100,000 cash in business.

2- Collected $60,000 on accounts receivable.
3- Paid $52,000 on accounts payable.
4- Sold land costing $100,000for $100,000.

5- Decorating services were rendered to a major department store on account,

$190,000.
6- Paid payroll for the month, 110,000.
7- The owner withdraws $12,000 cash.
Required:

a. Prepare a summary of transactions. Using columns hading for items appearing in the
above balance sheet. Enter the balances in the April 30, 2000, balance sheet as

beginning balance in the summary of transactions.
b. Prepare an in come statement for the month of May 2000.
c. Prepare a balance sheet as of May 31, 2000.
The ended Chapter |
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CHAPTER Il

MIAA{MHZIMINNMNIAY

RECRDING BUSINESS TRANSACTIONS

MW sSAp Sy SIS gashmoing:
o IMWAmMIRGAPIBI) SIS IFIHASNMG
o AsnfunicASnimapiviminimuity: imssinnng
Sh fnneAs
o Ing)iimGSamaudimestag) il
o MUIAAIM{UAUAMIFRTA)IATS
. ?ﬁmlﬁg:ﬁmﬁﬁn{j'
o Fsypingts 8 ny]undimes
MIN G U 0 BT A RY

1. ann81ag]itali (Ledger Account )

gratsminapm tnufantangimifs T miswismadyw
sﬁﬁhmﬂhﬁmjmims;nip:mﬁnné ( Account or ledger account ) ﬂLﬁHﬁhgﬂj
isann g wmsiunstiag)ital s ( Ledger) 9 |

9. mit{teg]imsG:

AANSMSanImaUA:

-Ganidia T rupeanng (Tite )

-®ANNg (Debit) Athenimaldug: 1nIgh

-HANFS (Credit) HeimathuG: i

Dr Cash Cr
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b.MIASHNERNJIUASANNSY W ( Determining the balance of an account )

Accounts Normally Accounts Normally

Having a Debit Having a Credit balance
Assets Liabilities
Expense Owner’s equity
Owner’s drawing Revenue

m. ﬁjtgﬁ?msﬁmms 81 HANNS (Rules of Debit and Credit Summarized )

Assets = Liabilities + Owner’s Equity

Debits = Credits

a. ARNB{FAJIASHIMSANINWANNNG SWHIMSANINWRANAS
(Increases in asset accounts are debits decreases are credits.)

b. AANKTANNUBWONRANNSIASARMHANA S ( Decreases in liabilities
accounts are debits, increases are credits )

c. AANSYNIGSMPINGWANRANNSAFMANNFS ( Decreases in owner
equity accounts are debits. Increases are credits)

d. aAn8sanmuswansnnngiisninn A s ( Decreases in revenue
accounts are debits. Increases are credits)

e. AANSGAMWIASNNRANNSBWONHANFAS ( Increases in expenses

accounts are debits decreases are credits )
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Rules of Debit and Credit

Assets = Liabilities + Owner’s Equity

Assets Accounts = Liability Accounts + Owner’s Equity Account(s)
Debit | Credit Debit | Credit Debit Credit
+ . _ + . +
Debit | Credit Debit | Credit Debit Credit
for for for for for for
increase ¢ecrease decrease |increase decrease | increase
Expense Accounts

and Owner’s
Drawing Accounts Revenue Accounts
Debit Credit Debit Credit
+ _ _ +
Debit Credit Debit Credit
for for for for
increase decrease decrease| increase
Debit Credits
1. Increase assets. 1. Decrease assets
2. Decrease 2. Increase
liabilities liabilities
3. Decrease 3. Increase
owner’s equity owner’s equity
4. Decrease 4. Increase
revenues revenues
5. Increase 5. Decrease
expenses expenses
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4. (U Y] (Balance)
Amatgéamatinuisimsaintann§ ywy 7 svuanupivesannd Syt
rgnuAnaiamAiuaREnashywihfaimasivansnnng

Balance = | Total Debits - Total Credits

FUURNIURSANNSMGIAAIEING! m AIANHENIMY
Case 1: If: Total debits > total credits
Debit Balance "DB” = Total Debits — Total Credits
Case 2: If: Total Debits = Total Credits
Balance = Total Debits — Total Credits = 0
Case 3: If: Total debits < Total credits
Credit balance "CB” = Total Credits — Total Debits Total Debits
5. (AANKIGSSuuRNjaNNSINWIH$gjmniHmi ( Compute the
account of balance accounts by using running balance from )

a. Assets, Expenses, and drawing accounts ( ﬁﬂﬂﬁ‘[jj[ﬁg“[ﬁ 0g GOMs 81 midn
[mA) IHEAMAGUIMSANNGMOINRANNSIRFIWRNEANITUEAUR
SuGRmAGSI: ﬁ‘fgtﬁéﬁmﬁﬁmmmsﬁn}ﬁtﬁwmhﬁnnmsmiﬁi
WANEHNIisEATAMyWw N GAMAGURIN: muﬁ‘fijms:tﬁﬁjmas
FUHRNITRIANNS SUtw g fSnimuuiine Syw9

b. Liabilities, Equity, and revenues accounts (ﬁnﬂﬁ’[jj[ﬁ Qﬁnﬂm HIUGS <
SN ISEATMAGIUMISALNR{MANRANA S IA{RIWAUEHU] s
Hﬁgﬁmgméﬁ{mﬁammtm:i’gfg:ﬁ@ﬁ[,mﬁnmmmsaﬁnﬂﬁ[)m 15 AN-
Asim IAEiwRsEaplssAdAthyWwiAMAGIUS I MG iUy
;s:‘%tﬁtﬁmysﬁjﬁﬁmjﬁi’mﬁmmﬁ?;g@égmﬂ T

Il. 18UJiE (Journal )
1. §818ujingt¢l ( General journal )
Ammanidudsnuaspasgiminngingg 1 §sujingigims @
Columns :
a. Date Column
b. Account titles and Explanation Column

c. Posting referents Column or ledger page Column
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d. Debit Column

e. Credit Column.
mMisgugiyeini 81 annuyaghmaBim s F18Ujia (Summary of
functions and advantages of using joulrnal )
(1) An{MpAUiMiISgWw IMu i Gnitm ( Records each transaction
in chronological order )
(2 vinmsimimauivimiSyws muiw: igasanng §i fgasan
F18 ( Shouts the analysis of each transaction in teams of debit and credit )
(3) uigusimingjruaimipiudmiSyw g ishinruHA# ( Supplies
an explanation of each transaction when necessary )
(4) InpeAmMuan NEEIS (AR ) NUINUH SRR ( Serves as source
for future reference )
(5) GUWMHAUSWSIMIATMA ( Removes lengthy ) filMingjRIaANS
( Removes Lengthy explanations from the accounts ) ‘
(6) I W MIAR MG U] TATGn s uaan: mwpvu S nsinn
( Makes possible posting the ledger at Convenient times )a
(7) gaama§Enwiag) i Ga S A ( Assists in maintaining the
ledger inlbalance )
(8) mﬁgmqhmimﬁmsﬁmmm 1 ( Aids in tracing errors )
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General Journal and General Ledger, Posting and Cross-Indexing

GENERAL JOURNAL Page 1
Date Account Titles and Post. Debit Credit
Explanation Ref.
1999 100
Jan. | 1| cash 1/0/0(0]0
Sandra Jenks, Capital 300 / 1l ol ol ol O
The owner invested $10,000 Cash /
in the business. )K
AN
5 | Cash 100 /I5]0No0 |0
Notes Payable-Bank 201 / § 50/0/0
On a note /
GENERAL LEOGER N
Cash / Accont No. 100
Date Explanation ;zft' Debit / Credit Balance
1999 4
Jan. 1 | Owner investment | G1 10 00 10 0 Dr
5 | Bank loan G1 5/00|0 1 5|0/ 0| O Dr
Notes Payable-Bank Accont No. 201
Date Explanation ;Z?t' Debit Credit Balance
1999
Jan. 5 | Owner investment | G1 5 0|0 0 5100 0] cr
Sandra Jenks, Capital Accont No. 300
Date Explanation ;Z?t' Debit Credit Balance
1999
Jan. 1 | Cash form owner Gl 1/0/0|0/0 10| 0/ 0| O cr
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. MNA[YJMNANFA QA (The Trial Balance)

a
-~

mNafjmNen AN § hanhgwidumusisigamuohigeSuw

MWW ANYRNIURSAEANSEAIJUTh U §I¢NS & Debit Column §i1 Credit Column

2-1.

RAPID DELIVERY COMPANY
Trial Balance
December 31, 2000
Debits Credits
Cash .oeeeiieeeeee e $ 10,650
Accounts Receivable ...........cccoeeevvvnneeennn. 5,200
Supplieson Hand ...........cccceeeiiiiiiiinnnenns 1,400
Prepaid Insurance .......ccccccceeeeeiiiiiiiiiinnee, 2,400
Prepaid Rent .........ueiiiiiiiiiiieeeeeeeeeeeeeee 1,200
Delivery Trucks .....cccccvevriiiiiiiiiiieiceeeeee. 40,000
Accounts Payable..........cccocooeeeiieens $ 3,130
Unearned Delivery Fees ...................... 4,500
John Turner, Capital...............ccoeeennnes 50,000
John Turner, Drawing ..........cccooeviiiiinnnes 3,000
Delivery Service Revenue.................... 10,700
Advertising, EXpense ........cccoceveeiiiiiiiiieennn. 50
Gas and Oil EXpense .......ccccceveeiiiiiieeeeenns 680
Salaries EXpense .......cccccceveeicieeeecineens 3,600
Utilities EXPanSe ......ccccovvveeeeeeiiiiiieeen. ....150
$ 68,330 $ 68,330
RIUN &
B SINMY A UNNG AU * PUIIURAI S T HZIMINNY WG SIS
IeARM MISHEANIMYIS:
9. 151ty U AR IBMS{UYU{MA $ 700 AHANS{AIFFU 9
b.1s1igé o Afoh m§mauRinnmaun s i n‘/ijﬁ‘fg $2,175 i

0
fUR{ma $ 500 i Atan sl sARNS{piuH Al g
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mo igrslnegs gm
m. ;sﬁgé (AR EﬂSﬁmsaﬁnmﬂluﬂﬁflSu[ﬂﬂi“‘liﬁSLﬂHLﬂé’ thru
Eﬂ‘ﬁ’tﬂSGSS $ 200 H—ﬂtij[?inS‘“l?m““liﬁij USUJ’UHJ‘IIZU

An
fﬁnjﬁmﬁmﬁtﬁsgsmmgs $ 200 .
. 151G 6 bE ARt ue Ih MSuAMAgsuigutss $2,500 A
BANSIUAUIBIURAIE
. 1511 ¢ m9 AfRth msundanm $ 1,475 fanusTau st F{AvUYS
gem

mitans : gigtmangiminnSysy JogHgiminh einsan DSy
2-2. (gt ME tedfe (CPA) msnnutiyedinnaghpudisedfmyts
YO UINUHSIAS AN IS WA MIAN: U NN g Hé:m:nhghfzﬁ@ s ru
MRS ENIMBIS: |
1A swmimsiiaannSynuyjPsOpyWISTMOIMan{ivyls
10 & ey 8 fafH :mmmsmﬁmﬁ‘ghﬁnﬂétézﬁés
$ 32,000 fi UM S fUSIENIH AU W 1
10 AN gmmmnnﬁmmnﬁmmmtﬁmnmmnhu%]ﬁt’? Gy
msaly $ 94,200 IGIRRIS: $ 48,000 i it $ 46,200
Mg 1 DAMSAA{MAGSS $ 18,240 10 WM SIGMTAN
Fivasimeaimattursiaun 9
%ﬁgjéimLmﬁ tiruensaly $ 4,680
mﬁjéﬁﬁ ginfani 81 #pGiug [ uwnsaigaiv $ 3,960
[AsyismnInamam SUNMAGES § 720 15 WS P B E R
m{jtsﬁﬁmhmﬁmmﬁﬁig i igG 28 Aigm 28 Ao 28 1HmM
“ﬁ‘?m[S°‘%ﬁﬂﬂ§aﬁmi[iﬁUj"EiSLﬁi“ﬁiG°mﬁ[ﬂj81 IGAGAISNIS
26 AN W{ANA G FTGUIMSAlY $ 140 IRUMSFMATG 96 Agn 181
‘“Iii’litiLm’UmS[Q‘lﬁjijﬁ U THAANE S §UTUTw eI 8N &
ﬁthmnfmnﬁnQJﬁ ] [1‘5 g
28 figm UﬁLmn[i—ﬂtijLnHtﬂS“ﬂj[tﬂﬁ 5SS $1.080 GIMigIninG 9o
30 AEN MIS§GAUMA § 140 (AHUISAGIFT AmMinIH{ARRFiguImtw
im 1

1
1

o

5
9

o

fm G
fm G

-0 =p
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miinnsgl : gepndpsypmidyiasimagiminndais: gujfiuivwannng {fiv
[pinmnL ngmuIs:

U gURTANMILUN AT
ARNS{AIg g aniaivh

i ) ﬁnnéaiﬁiﬁﬁ

HIA Iy gs i

2-3. fw v Meuia vdisiuamangpsigpinidumsinun:t gps gy
ey 9 Hgiminnantigsnidumhizntifumingmnsyonre

1881 INA BRIV MSUAMAESGSS $ 140,000 LW A{MAIF i Ats]
MM UIS{HuTisd

288 Lﬁﬁﬁsétszémﬁ an mmitirun sty $ 120,000 [ ruFis:
$ 72,000 thig vt $ 48,000 igHmi ﬁgmmh:s:%‘ﬁés
IF S mMIvH{mA $ 41,500 1AW L MOGMUAN{HIvAGSS
$ 78,500 1 )

5891 §meNs bo A{iuils Toyota fH it sAlY 8,600 GAGNSHL

MSUN{MAGSS $ 40,000 :mmmmm]hshﬁm 32,000 1G] atsl

J

156 31 8= Slanataarunspivinsligd 15 wean 71 Ganours:

pugHthann§{Eivh
7 88 (UAGNSYHWHNWHIYE

o

ZCIZ

yIF N WENAIGA INAL W BR TmE
inn

MSUA{MA $ 2,400 IUTLIG sﬁmn}iﬁ:’maﬁhﬁqa mo iy 1
8 & gmsamaﬁzmmmnm‘lm Al YIS UAGNSW NG
vgwinnthundudmamtss $8,600 1
20 69 GmauninnATun st fdu SalY $ 4,000

31858 ms:ﬁm‘fmﬁgwﬁjgﬁfﬁmmssﬁmﬁ $ 32,000 IFTIHI{AY

U718 Toyota 1

iunsannd 8§ rueannd tmuinch{Avyismsyoard :
VRS PO 10 s’;ps'. ................................. 22
AANEG G i, 11 TANFTUD e, 31
O 16 mnézf[;mﬁa .................... 32
21122 17 :ﬁﬁgs;nﬂﬁﬁm B 50

SURINNMIUNAGTHI....20
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mitnns) :

A. Geanésujig Hgiminnie 891 9

2. {fU A il A aneg) Al s 9 e i S mnEmI

A GHEMNNGY IJﬁWFIﬁJ‘InﬂJJa‘iIES‘I[Q@ 31 881 1

2-4.
TENNIS COURT
Trial Balance
May 31, 2000
Account
No. Account title Debits Credits
100 Cash..... e $ 64,944
101  Accounts Receivable.. ........cccceeevvunnneen. 65,400
121 Land oo 24,000
210  ACCOUNt.....oeveiiiiiiieeee e $ 15,000
220 Notes Payable........cccccvvvveeeeiiiiiieiiiiin, 12,000
310 Debra Lewis, Capital .......cccceeeeuueeeneennn. 85440
320 Debra Lewis, Drawing ....ccccccceeeeeeeeeinnnne 13,2000
400 Tennis Lesson Revenue ...........cccuuve.eee.. 162,000
510 Tennis Professionals Salaries Expense 39,600
520 Advertising Expense .........ccccceiiiiiinen 16,800
530 Lesson Supplies Expense ...........cc....... 1,800
540 Equipment Repairs Expense.................. 1,200
550 Office Salaries Expense ......cccccceeeennnn. 13,200
560 Building Rent Expense..........ccccoounneen. . 26,400
570  Utilities EXPeNSe.....ccooviveeeeeeeieiiieennn. 1,680
580 Entertainment Expense..........cccocueeenn. 696
590 Equipment Rent Expense...................... 5,280
600 Miscellaneous Expense ...........ccccuvveeee. 240
$ 274,440 $ 274,440
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Transactions :
June 1 Paid building rent for June,$2,400.
2 Paid an accounts payable , $4,580.
5 Purchase a small tract of land for cash, $1,800.
6 Gave tennis lessons to members of a large tennis organization on
account, $ 2,600.
10 Paid the note payable of $ 12,000.
13 Received cash from a customer on account, $ 2,800.
19 Received a bill for equipment repairs, $ 180.
24 Paid the June telephone bill,$66,and the June electric bill,$78.
28 Received a bill for June advertising, $ 1,320.
29 Gave tennis lessons to members of a tennis club for cash, $3,600.
30 Paid office salaries,$1,200,and tennis professionals salaries,$3,600
31 Gave tennis lessons to members of a tennis club onaccount,$4,400
30 Costs paid in entertaining persons who subsequently became
numbers, $ 204.
30 Paid equipmernt rent expense for June, $ 480.
30 The owner withdrew $ 1,200 cash .
Required :
a. Proper general journal entries for the transactions given above for
June 2000.
b. Post the journal entries to the general ledger accounts.

c. Prepare a trial balance as of June 30, 2000 .

2-5. The Summer Lawn Care Company, owned by Gene Harper, was formed several
years ago. The company’s trial balance at the end of the first 11 months of its current

fiscal yearis presented below.
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SUMMER LAWN CARE COMPANY
Trial Balance
June 30,2000
Account
No. Account title Debits Credits
101 Cash..ii $ 98,320
102 Accounts Receivable ..........cccoeeeveunnne.n. 104,800
110 Land .o 127,060
201  Accounts Payable .........cccccceeviiiinnennnn. $ 44,800
301 Gene Harper, Capital ........cccccvvvvvreeeeen. 171,380
302 Gene Harper, Drawing ..........cccccceeeeenee 44,000
400 Lawn Care Revenue.........ccccevvevevvnnnnenns 360,000
410 Shrubbery Care Revenue ..................... 134,680
510 Salaries EXpense ........ccccoceeeeiiiiiineennn. 87,800
520 Chemical Supplies Expense .................. 99,200
530 Advertising Expense .........ccccccoiiiiiieennn. 24,400
540 Truck Operating Expense ........cccccceeenee 29,200
550 Office Rent Expense .........cccoeeeveiiinnnees 44,000
560 Office Supplies Expense .........ccccevuneee. 1,600
570 Telephone and Utilities Expense ............ 3,080
580 Customer Entertainment Expense ......... 3,400
590 Truck Rent EXpense .....ccccccveeeeeeeeieiennees 44,000
$ 710,860 $ 710,860
Transactions :

Juy 2 Paid office rent for July $ 4,000
5 Paid an account payable of $ 44,800
8 Paid advertising for the month of July $ 1,600
10 Purchased a small tract of land for cash. 1,400
13 Purchased on account $320 of office supplies for use in July

15 Collected cash from a large homeowner’s association on
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20
26
28

30
31
31
31

Required :

account $ 102,400

Paid for customer entertainment in July $ 100

Paid for gasoline used in the trucks in July $ 360

Billed homeowner’s association for serveces performed in July;
lawn care, $ 63,000; and shubbery care, $ 43,000.

Paid for July chemical supplies, $ 26,400

Paid truck rent expense for July,$ 4,000

Paid July salaries, $ 20,400

The owner withdrew $ 4,000 cash.

a. Prepare general journal entries for the transactions given below for Jluly

2000.

b. Post the journal entries to the general ledger accounts by open three

columns ledger accounts for each of the accounts in trial balance and enter

the proper beginning balance in each account.

c. Prepare a trial balance as of July 31, 2000.

THE ENDED CHAPTER Il
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CHAPTER 11

mitadjinnns

ADJUSTING THE ACCOUNS

MW ARANSiEN) SIS yAShmoiingi:

o ASHSIMIANUSIH U W SMIG:Hji(Adjusting entries)
e NNANS ST ugnn: iﬁﬁj[UQmen[ﬁga(Accrualbasicandcash basis )
o ASHSIGAMARN{UIAGISMIG A

mimitagiigingiminnSngnwamizum s nhAgsitFIsn
¢G ST {UIA Gfmmtij[um[ﬁﬁIGJh[LGSI:’ﬂthﬁ“WﬁtiﬂUimG
"mitAdjinoiigsupngrFidyianmm s syjifgusl”
MitARHIGAIGMMEUIAGHEONI{MY:
1. mitadgifujivhicadiniirumsas (Entries to Apportion
Recorded Costs):I& G AIG M Al
a. Ginzignjmsitns: imrgmita
[gMAMSGH
annSGamesinn: (Depreciation expense...) ﬁ‘éi’[ﬁ‘l ANHANNSG
Su ann8 i uiguAA{MINRANFA'S (Accumulated depreciation.....) G
tnnandamamssaiminnnasntmuuTige Syw It widih
ﬁﬂLﬁg Straight line method :

=

i

§33° gl

N AEANS Y

Original Residual
Cost - Value
Depreciation expese (period)=
Useful Life

<Number periods>
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Example: IS151986 & {fitUis:

HIMEISH IS 100.000 itis: INASIHB{MES WO FIMA AN

Y] BUAIANBISHIR $50.000 Ft5:INRIHT{M AT 90 FUUTWMA
FISIITSANSHIY [UHIAN $10.000 811 $NSYWHISATUUBIAN
$20.000 IA TS AN SN GIHTN S EF A M A 85 S TN SHENI$2.000

mitnngl:

9. ﬁnnswfmmm"mﬂ"mtﬁﬁﬁasssmmLﬁ?ﬁmLﬁg Straight line method
b. angmmitanith g igsuing el

G LRD s

1).
Depreciation expense, Building for 1999
$100,000-%0
== =$ 5,000
20
.Depreciation expense, Equipment for 1999
$50,000 - $10,000
= = $4,000
10
c. Depreciation expense,Car for 1999
$20,000 — 2,000

i

(ox

= =$ 4,500
4
2)
a.) Prepares adjusting entries in general Journal
General Journal Page No
Date Accounts Tittle & Explanation LP | Debit | Credit
1999
Dec | 31 Depreciation expense : Building $5,000
Accumulation depreciation : Building 5,000

Depreciation expense building for 1999

31 Depreciation expense : Equipment 4,000
Accumulated depreciation : 4,000
equipment

Depreciation expense equipment for 1999

Depreciation expense : Car

31 Accumulate depreciation : Car 4,500
Depreciation expense Car for 1999 4,500
b) GrmsignjBsiaiinn: : GImMs{gnj (UIAGISIARIGMIAR I WWA
aang bigmam mEgAannSuIAR{gnjAGM RTINS 81
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AANS{UIAG SAMWAR{M N dnnng GinnAn Faimatdu{gnjis:
ms i {masiswIsigamuuiigei: 9

2. ﬁﬁ:ﬁﬁj‘fﬁﬁfﬁﬁé'@ IS S A8 ATIIG: ( Entries to apportion
unearned revenue ) GIM sMitARI{UIAGISIA{RIWARANENI
IgMAMARANSSANUESNSEING ( Unearned revenue )
angmemannngfuann8Snns WG AGMONEANAS

innAn§amAERnmAmMEAMATHUFIMUUTIGSI MS
mﬁﬁménﬁmgﬁm ﬁénﬁmﬁsmsﬁh;m
agnrdgiasimGamsiiniBs N8 mS A : ( Entries to record

3

w
o3 2

nrecordued expense )

MIARUIASISIA{RIWARANS b IgMAM A ANNS{UIASEAMWAR
meaﬁnnm§§hﬁﬂ5§ﬁjm96n{1mﬁﬁmmhﬁmmsﬁfmméﬁ
matdupiaaima mEaimaid
gﬁmmﬁ?tygssm:msgww:mmﬁnmmt"gfﬁ gsa1sms
t}ﬁmm;mmm T

4. angruligianimennitdussn 8 msan:
( Entries to record unrecorded revenue ):
mitadjiuIAgISIR{AiwARANS bigmam & annf{uIas
gnjiarumhsnnis Lijlja(ReceivabIe) Aagmemsanng Shanns

[UIASGANUARMONRANAS T

Problems from Chapter 3

Problem 1:
Mao Sum and a group o investors incorporates Dara Corporation on April 1.At

April 30, the trial balance

Prepaid Insurance $ 3,600
Equipment 28,000
Notes Payable 20,000
Unearned Fees 4,200
Fees Earned 1,800

Analysis reveals the following additional data pertaining to these accounts :

Prepaid insurance is the cost of a two —year insurance policy,effectice April1.
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Depreciiation on the equipment is $ 500 per month.

The note payable is dated April 1,lt is a six -month 12% note .

Seven customers paid for the company s six month lawn service package of

$ 600 beginning in April. These customers were serviced in April.

Lawn services rendered other customers but not billed at april 30 totaled $1,500

Instruction:

Prepare the adjusting entries for the month of April. show commputation.

Problem 2
The ledger of Bopha Rental Agency, Inc. on March 31 of the current year

includes the following selected accounts before adjusting entries have been prepared.

Debit Credit

Prepaid Insurance $ 3,600

Supplies 2,800

Equipment 25,000

Accumulated depreciation Equipment $ 8,400
Notes Payable 20,000
Unrarned Rent Revenue 9,300

Rent Revenue 60,000
Interest Expense 0

Wage Expense 14,000

An analysis of the accounts shows the following :

1.

The equipment depreciates $ 400 per month.

2. One -third of the unearned rent was earned during the quarter.
3. Interest of $600 is accrued on the notes payable.

4, Supplies on hand total $ 750.

5. Insurance expires at the rate of $ 200 per month.

Instructions:

Prepare the adjusting entries at March 31, assuming that adjusting entries are

made quarterly.

Additional accounts are: Depreciation Expense . Insurancr. Expense. Interest

Payable,and Supplies Expense.
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Problem 3:

Watkins Company has the following accounts balance included in its trial balance

for December 31 2000. Debits Credits
Accounts Receivable  $ 50,000
Supplies on Hand 2,580
Prepaid Rent 4,800
Service Revenue $ 174,000
Salaries Expense 82,000

Additional data:
1. The amount of supplies on hand on December 31 is $ 180
2. The balance in the Prepaid Rent account is for a one --year period.
Starting October 1 of the current year.
3. Since the last payday. the employees of the company have earned
additional salaries of $ 4,060.
4. Services performed in December which will not be billed until January
amount to $ 12,000
Rrquired :
a. Prepare the annual adjusting journal entries December 31.
b. Open three --column ledger accounts for each of the accounts
involved. enter the balances as shown in the trial balance, post the

adjusting journal entries . and show balance.

Problem 4 :

The Dristan Delivery Company has the following account balances included in its trial balance for
December 31,2000

Debits Credits
Accounts Receivable $ 22,000
Prepaid Insurance 4,800
Supplies on Hand 2,600
Building 100,000
Accumulated Depreciation -- Building $ 8,000
Unearned Delivery Frees 2,000
Delivery Service Revenue 64,000
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Additional data :

1. The balance in the Prepaid Insurance account is for a four year period
beginning January 1.2000

2. At December 31.2000 supplies on hand totaled $800.

3. The building was acquired on January 1, 1985. and had an expected
use ful life of 20 year.with a salvage value of $ 20,000.

4. $ 1,500 of the unearned delivery fees in the trial balance have now been
earned.

5. Delivery services were performed on account for a customer on
December 31. $ 1,200. No bill has been sent to the customer.and no
journal entry has been made.

Required :

a. Prepare the annual adjusting entries December 31.

b. Open three — column ledger accounts for each of the accounts
involved, enter the balance as shown in the trial balance ,post the

adjusting entries, and show balance.

Problem 5 :
The Dorothy Price Company adjusts and close its books each December 31,

Given below are a number of the company s account balances prior to_adjustment on
Dececmber 31,2000.

Debits Credits
Prepaid Insurance $ 10,000
Supplies on Hand 4,300
Building 170,000
Accumulated Depreciation __ Building $ 68,000
Unearned Delivery Fees 3,600
Service Revenue 185,000
Salaries Expense 46,000

Additional data ( number your entries to match these items ) :

1. The Prepaid Insurance balance represents the remaining cost of
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a four — year insurance policy dated June,30 1998 having a total
premium of $ 16,000.

2.  The physical inventory of the supply stockroom indicates that the
supplies on habd December 31, total $ 1,500.

3. The building was originally acquired on January 1,1974 with an
estimated useful life of 40 years and a salvage value of $ 10,000.

4.  Salaries earned sine the last payday, but unpaid as of December
31,amount to $ 5,000.

5. Of the delivery fees received in advance $ 900 have been earned
by year end.

Required :
Prepare the adjusting entries indicated by the additional data, Show

your calculations.

Problem 6 :
The ledger of Duggan Rental on March 31 of the current year included the

following selectde accounts before adjusting entries have been prepared.

Debit Credit
Prepaid Insurance $ 3,600
Supplies 2,800
Equipment 25,000
Accumulated Depreciation — Equipmenr $ 8,400
Notes Payable 20,000
Unearned Rent Revenue 9,300
Rent Revenue 60,000
Interest Expene -0-
Wage Expene 14,000

Analysis of the accounts shows the following :
1. The equipment depreciates $ 250.

2. One —third of the unearned rent was earned during the quarter.
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3. Interest of $ 500 is accrued on the notes payable.
4. Supplies on Hand total $ 850.
5. Insursnce expires at the rate of $ 300 per month.
Instructions :
Prepare the adjusting entries at March 31, assuming that adjusting
entries are made quartery.i
Additional accounts are: Depreceation Expense, Insurance, Expense,
Interest Payable, and Supplies Expense.

Prblem 7 :
The Spring River Resort opened for business on June 1 with eight air-conditioned

units. lts trial balance before adjustment on August 31,is as follows :

Spring River Resort
Trial Balance
August 31,2000

Debut Credit

Cash............. . ... $ 19,600
Prepaid Insurance. . . ... .. 5,400
Supplies . .............. 3,300
Land ............... .. 25,000
Cottages. . .. ............ 125,000
Furniture. . . ............. 26,000
Accounts Payable. . ... . ... $ 6,500
Unearned Rent Revenue . . .. 6,800
Mortgage Payable . . . .. .. ... 80,000
Villone Capital. . . ......... 100,000
Villone Drawing . ......... 5,000
Rent Revenue . ........... 80,000
Salaries Expense . . ........ 51,000
Utilotles Expense . . ... ... . 9,400
Repair Expense . ........... 3,600

$ 273,300 $ 273,300
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Other data :

1.

2 T o

Insurance expires at the rate of $ 300 per month.

An inventory count on August 31 shows $ 900 of supplies on hand.
Annual depreciation is $ 4,800 on cottages and $ 2,400 on furniture.
Unearned rent of $ 5,000 was earned prior to August 31.

Salaries of $ 400 were unpaid at August 31.

Rentals of $ 800 were due from tenants at August 31.( Use Accounts
Receivable )

The mortgage interest rate is 12% per year. ( The mortgage was taken

out on August 1.)

Instructions :

a.

Journalize the adjusting entries on August 31 for the 3-month period
June 1-August 31.

Prepare a ledger using the three-column from of account. Enter the trial
balance amounts and post the adjusting entries.( Use J 1 as the posting
reference )

Prepare an adjusted trial balance on August 31.

Prepare an income statement and an owner s equity statement for the 3

month ending August 31 and a balance sheet as of August 31.

The ended of Chapterlll

Lecturer Mr. Bean Yim, Tel:011 893 267, E-mail: yim_bean@yahoo.com Page 36



mailto:yim_bean@yahoo.com

Cambodian University for Specialty

COMPLETING THE ACCOUNTING CYCLE :
WORK SHEE

CLOSING ENTRIES AND CLASSIFIED BALANCE SHEET

CHAPTER IV

General Accounting

eSS

( Learning Objectives )

mwhesApgiwisis:gainmoings:
o WANGUNSIVAIGUANNISHI]

o JUGRIEARGMI (Work Sheet )

o PUSINWMINNUEHNU INWMIAN{ENJEN 811 mnaanjmi
NI {mesnfvnsAss§ARgmi (WorkSheet)

o usmig:dj 8h midennns

o JUGMIG:{AY (Reversing entries)

Steps in the Accounting Cycle

Steps In The Accounting Cycle

7
Journalize post
closing entries

Processing

1 2 3 4 5
Analyze Journalize Post journal Take a trial Prepare
Transactions transactions entries to the balance of the financial
by examining » in the journal »{ accounts in » accounts and » statements
source the ledge complete the
documents work sheet
GENERAL .| GENERAL
JOURNAL "| LEDGER
\
8
Take a
post-closing
trial balance
6
Journalize and
post adjusting
entries
Input Output
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L.es §AAGMI (Work Sheet )
ammg)afigmigwidumiigisighmuig s Sywy
Anm LhusiigiieG 9

1. HAUILNGSTS Work Sheet :

I wminnuiimia
ARMMITARIANASAM A NN IS ]
Anmuganns

2. G{AISANNISH] : (Accounting Cycle )
18 I AIANGGONIMY
a. AiANI{{ Work Sheet:

al

b. AiAN

geHgnmMinn[n§gsujfi
Lﬁjﬁmﬁmﬁﬁﬁné
o §Afgmi
;mmmmnﬂmsmig
Aifn Geanand

ijﬁmjmmﬁﬂnmjh;Lﬁm:m e

)a]

© N O O & D

ANSSI{{i Work Sheet :

G: ﬁgmsnﬂﬁhgsslqjig

{fuidin ntﬁjji[ﬁ‘fﬁ

1) USMNR G NN A R
GeagiiGpuinAg)ial G

1 N NRE I 0 AN A R A G
Ipimwminnuiimia

Ggnnns |

I M NN AR MW UG e

General Accounting

WA wyRnmi
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3. i Inupeiie (hwismedeanny)
Lﬁﬁmsm;msuc}nmsmmmﬁwmﬁn imwminnipsiiemsiutigi

Neg§a ﬁg“‘um

sigmigedgitnudnisinGru§n ﬁgm:m" NS ARASAMALN IS
iwatsieanniin: 1 mafsmisimwminnutnms mmggmgﬁgh?”miﬁ
BRI H ]

1. ]UGMIGe{E G0 (Reversing Entries):

(1) Entries when no (2) Entries when
reversing entry is used reversing entry is used.
1999 1999
Dec. 31 Salaries Expense.....180 Dec. 31 Salaries Expense.....180
Accrued Salaries payable...180 Accrued Salaries payable...180
The " The , .
adjusting To record one day E that were adjusting To record one day’s salaries _
entry made earned but are unpaid. entry made  [that were earned but are unpaid
on Dec. 31, on Dec. 31,
1999 1999
2000 2000
Jan 1 Noentry Jan. 1 Accrued Salaries
- Payable................ 180
e

Salaries expense .....180

Li\éf;smgde To reverst the adjustin entry
onJan1, |made on Dec 31, 1987
2000
Jan25 Accrued Salaries Jan. 25 Salaries expense ..3,600
Payable................. 180 Cash....cooevieeicciicce e, 3,600
Salaries expense.3,420
The entry to Cash.uueeeeeeeiiieieciieen, 3,600 The entry to
record the Paid salaries for four record the Paid salaries for four
payment of weeks ending Jan 25 payment of weeks ending Jan 25
salaries on salaries on
Jan 25, 2000 Jan 25, 2000
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. MITEHANE  (The Closing Process)

1.gannSdnnunwwAssRNivRsaEAN S SnssIgingms anndd
?iﬁjlgﬁ (Closing the revenue account (s) the batance in the revenue accounts are
transferred to a clearing account called Income Summary).

2. 80¢aANESAMWITN WA NN IANSEAMW A NHASIGHFIMS

AN §ﬁ‘fmj£gﬁ (Closing the expense account (s)-the balance in the expense accounts
are transferred to a clearing account called Income Summary
3.0¢annEflieupuithwigiusaann§fliauiuIgithys (Closing the
Income Summary account-the balance of the Income Summary account is transferred to
owner s capital account )
4.8¢aANEMIGAMAINWIGERNMIZA{MAIFI S ( Closing the
owner s drawing account- the balance of the owner s drawing account is transfered to the

owner s capital account )

4.1
PROBLEMS
Hillside stadium

ARUMA AR [H

136 mo Agn booo
A I - $65,000
NPWMANGAYUAYES- - - - - - 15,000
AYRUGSUAYS------------ - 60,000
A .. 375,000
HIf-------““““““cccom- 378,000
ineuiguEm- - - - - oo - - - 33,600
GURT- - - cm oo 90,000
itnsuigwguainn---------- 48,000
GOO{ATUR- - - e 470,000
BN S TR - - oo m e oo e e 8,500
G SN ARSI - - - e < m e 376,000
ATEAM AR Y- - - - - - - - - 10,1000
gnunm ..................... 87,000
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GAMU{MALg---- - 21,250
GAMU BN - - - - - - - - - - - 8,750

$ 1,023,100 $ 1,023,100
NAMSUISY

hat}

. 6nmms:m:mmmnﬁf2ﬁg1 HISGSS $1,050

WG AMWIAN:gURINNEISGSSS$ 1,500

w. MM AASIEIGTAN{RivisigE mo AgnwmsGgss$ 700

L SYUATSIIEWIAIY $8,000 1 IBANEMSGISTIF g

RiG. hnﬂﬂﬂSanﬂﬂSﬁﬁj[ﬂiﬂ mGMHJGQHJLmnﬂ

miAnth{marss ShLﬁHﬂijnthJﬁ 10 Ig16) &
G. (MAleUAMA fintisISGgs $ 4,000 AN SITATHSIG

SuGiiimwminnugnu 81 managjman

utmig:di 8h Seannge
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4-2. (AUUISHIMAUGINSHUIUNAYIWHAGESIF AN SIsTim g g
i uEGeag Shdeann8miannsieq 1sligé mo Sgsuamsi)us
AMNEBANIMYIS:

(UUISHIM UG
ﬁlﬁjljmmﬁﬂﬁmjij
igémo 889 booo
UG-~ mmmmmmmmm - $ 38,000
UG URYS---- - - - 9,600
m”smiimﬁsm'sqﬁ ------- 21,000
EUNIBAUNYS- - - - - - - - - - 22,500
HARUGIAS- - - - - 57,000
WG IUM S - mm o e o 864,000
i suiguWwgIuNe- - - - - - - $ 108,000
TAN{RIUR--- - 600,000
ﬁngn_”iﬁsm'siﬂm --------- 60,000
GALANA EOUT-- -~~~ -~ -- 231,050
MIGAM ARG UN- - - - - - - - 12,000
GO -~ 110,950
GAMUS - - - - - - - - 13,800
GAMUW{MALS- - - - - - - -- 66,700
GAMWEPWMANGAY-------- 5,400
$ 1,110,000 $ 1,110,000
NHTISUigy
. UG UGII8GSs $3,200 NN18MSAH
2 i’iﬁmmmmﬁﬁmﬁ}ﬂﬁ‘fzﬁqm HI8HLY $ 2,400
A, Agmils S {uaiiers e § I W WAy sirgay 7
ImmsunysIsligé 9 s adnbiwsin mie
. AU UTE UM S HEBIAWHAATY $ 3,750
n. hinciswgimeiuoiie & $7,200

6.  (pudismangAagmsFmaiu{atgs 2,000 IG $60,000
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(FSURYWIG $ 30)7
BNUIe YIS ASURGSS $400 MSHTIG I T

DAGSS $3,300 (N18MSUNT

RS IR WA (HIvAUEITEIs: M18A1Y$7,000

A jusmigeag 81 Geannk

4-3. The trial balance for the Powell Printing Company as of December 31, 2000,
contains the following account balances:
POWELL PRING COMPANY
Trial Balance
December 31, 2000
Debits Credits

Cash....... ... $61,200
Accounts Receivable. . .............. 13,500
Prepaid Insurance. . .. .............. 3,000
SuppliesonHand. . ................. 2,000
Building. . .......... ... 80,000
Accumulated Depreciation — Building . . . . $40,000
Printing Equipment. . . . .............. 40,000
Accumulated Depreciation — Printing Equipment. . . .. .. 20,000
Accounts Payable . . ................. 10,000
J Powell, Capital .. ............... . 56,400
J.Powell,Drawing . ................... 18,000
Printing Service Revenue. . ............... 160,000
Salaries Expense. . .. ... ... ... 60,000
Advertising Expense . . ... ... 1,800
Utilities Expense. . .. ... ... . ... 6,200
Miscellaneous Expense . . ................. 700

$ 286,400 -$286,400
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Additional data :

1. Insurance expense for the year is $2,400.

2. A physical inventory shows that supplies costing $ 400 are on hand
at December 31,2000.

3. Depreciation expense on the building is $8,000.

4, Depreciation expense on the equipment is $2,500.

5. Salaries incurred but unpaid are $6,000.

Required :

a. A 10-column work sheet for the year ended December 31,200.

b. An income statement.

C. A statement of owner s equity.

d. A classified balance sheet.

e. Adjusting journal entries.

f. Closing journal entries.

4-4. Piedmont Realty had the following trial balance for December 31,2000:

PIEDMONT REALTY
Trial Balance

December 31,2000
Debits Credits

Cash ... $40,000
PrepaidRent....................... ..... 7,200
Prepaid Insurance on Automobile. . .. ........... 1,920
SuppliesonHand . ...... .. ... ... L 600
Office Equipment . . . ..... ... .. ... . . ... 6,000
Accumulated Depreciation — Office Equipment . . .. .. $ 1,440
Automobile . .. ... ... 16,000
Accumulated Depreciation — Automobile . ... ......... 4,000
Accounts Payable . . ....... .. ... ... ... L. 720
Unearned ManagmentFees . .. ........... ... ..... 3,120
R.Goff, Capital . .. ........... ... . ... ..., ... ) 89,160
R.Goff, Drawing . . . . .. ... .. . 47,000
Sales Commissions Revenue . ... ................... 60,000
Management Service Revenue . . ................ ... 4,800
Salaries Expense . . . ... 39,960
Advertising Expense . . .. ... i . 600
Automobile Expense . . .. ... 3,560
Miscellaneous Expense . . ........ .. ... ... .. 400

$163,240 $163,240
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Additional data :

1.
2.
3.

Required :

a.

=

~ o o o0

Insurance expense on the automobile for the year is $ 960.

Rent expense for the year is $ 4,800.

Depreciation expense is office equipment $720 and automobile

$ 3,200.

Salaries incurred but unpaid as of December 31 are $6,660.
Supplies on hand on December 31,$200.

The unearned management fees were received and recorded on
October 1,2000.

The advance payment covered six month s management of an

apartment building.

A 10-column work sheet for the year ended December 31,2000.

An income statement.

A statement of owner’s equity.

A classified balance sheet.

Adjusting and closing entries.

A post-closing trial balance, Normally the post-closing trial balance
would be prepared from the ledger accounts, but use the information
in the Balance Sheet columns of the work sheet to prepare it.

You will have to determine the ending balance in the owner’s capital

account to post-closing trial balance.
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4-5. The trial balance for the Fendley Cleaning Service Company as of December 31, 2000 as
follows :

FENDLEY CLEANING SERVICE COMPANY
Trial Balance
December 31,2000
Debits Credits

Cash . ... $58,000
Accounts Receivable . .. ...................... 43,600
Prepaid Insurance . . ............ ... .. ........ 9,600
PrepaidRent ... ....... .. ... ... .. ... .. .... 18,000
SuppliesonHand ........... ... ... ... .. .... 23,000
Office Equipment . . ... ... ... ... . L. 20,000
Accumulated Depreciation — Office Equipment . . . . .. $ 7,000
Cleaning Equipment . . .. ... ... .. ... ... 60,000
Accumulated Depreciation — Cleaning Equipment . . . . 17,500
Servece Trucks . ... ... 150,000
Accumulated Depreciation — Service Trucks . .. ... .. 46,876
Accounts Payable . . ..................... .... 14,000
M. Fendley, Capital . ... ........... ... ... .. ..... 118,324
M. Fendley, Drawing . . . ... ........ ... ... ... ... 60,000
Cleaning Servede Revenue . . ................... 480,000
Salaries Expense . . . ... 228,500
Gasand OilExpense . . ....... ... ... ... 7,000
Utilities Expense . . ... ..o 6,000

$683,700 $683,700

Additional data :
1. The balance in the Prepaid Insurance account represents the remaining cost of a
five — year insurance policy purchased on January 2,1999 The account was last
adjusted on December 31,1999.
2. The balance in the Prepaid Rent account represents the amount
paid on January 2,2000 to cover. Rent for the period from January
2.2000 through June 30,2001.

Lecturer Mr. Bean Yim, Tel:011 893 267, E-mail: yim_bean@yahoo.com Page 46



mailto:yim_bean@yahoo.com

Cambodian University for Specialty
3. Depreciation on the plant assets is: office equipment, $ 2,2000,

cleaning equipment, $ 5,000 and service trucks, $18,750.

General Accounting

3. Salaries incurred but unpaid as of December 31,2000 are $6,200.
4. A physical inventory shows that $4,000 of the supplies are on hand

at December 31,2000.

Required :

4-6.

An income statement.

A statement of owner’s equity .
A classified balance sheet.
Adjusting entries.

Closing journal entries.

mo o0 o

A 10 — column work sheet for the year ended December 31,2000.

K. Holding, CPA, has prepared the following trial balance for December 2000.

K.HOLDING,CPA

Trial Balance
December 31,2000
Deits Credits
Cash.......... .. $ 96,000
Accounts Receivable . .. ........... 19,200
SuppliesonHand . ................. 4,000
PrepaidRent.................... .. 12,240
Prepaid Insurance . . ................ 7,280
Office Equipment . . .. ............... 7,600
Accumulated Depreciation — Office Equipment $2,760
Furniture and Fixtures. . ... ........... 29,200
Acculated Depreciation — Furniture and Fixtures 8,280
Accounts Payable . . .............. .... 1,200
K. Holding, Capital . . ............... . 128,600
K. Holding Drawing . . .. ............... 42,520
Accunting Service Revenue . . ........... 200,000
Salaries Expense . . ................ . . 98,800
Utilities Expense . . .. ... ... o oL 6,000
Travel Expense . . ..................... 14,000
Miscellaneous Expense . . .. ............. 4,000
$ 340,840 $ 340,840
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Additional data :

1. Supplies on hand December 31,2000 are $ 1,000.
2. $9,200 of the prepaid rent was consumed in 2000.
3. $2,400 of the prepaid insurance expired in 2000.
4. Depreciation expense in office equipment $800 and
furniture ane fixtures $3,000.
5. Salaries incurred but unpaid are $4,350.
Required :
a. A 10-column work sheet for the year ended December 31, 2000.
b. An income statement
C. A statement of owner’s equity
d. A classified balance sheet
e. Adjusting and closing entries
f. A post — closing trial balance. Normally the post-closing

trial balance would be prepared from the ledger accounts
but use the information in the Balance Sheet columns of
the work sheet to prepare it. You will have to determine
the ending balance in the owner’s capital account to

prepare the post — closintg trial balance.

The ended of Chapter IV
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CHAPTER YV

MERCHANDISING TRANSACTIONS, INTRODUCTION

TO INVENTORIES, AND CLASSIFIED INCOME STATEMENT

HmwimissAp ity sissyasnmoingi
o« minagmyuisaipivimiug §a Fmwimasihaniay
Periodinventory
o mAjugAtgtdudmausigaminuisSmininnms
e HJUSMNRIMWAMIAN mgmmf{}ﬂﬁ Merchandising Compaany
. [ﬂﬁﬁﬁjgﬁﬁgmi 81 [Eimiﬁ?ij[{fl'ﬁjﬁ'j Merchandising Comany

1. Merchandising Company

Merchandising Companies

Manufacture __ ,Wholesaler __, Retailer__, Final Customer

Purchase returns & allowances Purchases discounts
(Cr) (Cr)

Purchases
(Dr)

Sales returns & allowances Sales discounts
(Dr) (Dr)
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tig
igiisé8m 9 :uﬁjmmmﬁ:ﬁﬁLﬁSinm i il
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2. Transportation Costs :

fgan m S ( Transportation cost ) ath

J

e FOB shipping point : IM7j << FOB shipping point >> fEsSSwmes

ARIGAANMSYALNIGSGMAIYE ( Free on board at shipping point ) it
§m[jﬁi§”mﬂﬁiﬁﬁmﬁj@ﬁmiéﬁﬁtysﬁhﬁﬁﬁﬁI;U[ awsignuiaigaisu
irh ém 9 | )
e FOB destination : Mj <<FOB destination >> AM 8§ tis §mLﬁi’ msin
ielnintgngn G imwasAniginnms Agnmuamy gn; geu(pt

AUMISANMS

. Passage of title Mj << Passage of title >> {AitAITIAY]UNM A
AYES¢MURIGNUIS¢Sm 1 Passage of title 3 Title of the goods [Rims
tgi:ﬂgﬁééLﬁﬁFOB point 1 IG¢8M{piMsiAtgMSth FOB sh(;pping
point &&ith: Title of the goods {ii ms:gﬂf}“ltiﬁ?h’[ﬁﬁ shipping point
:tﬁm:sﬂmm‘fﬁméémtﬁimSﬁﬁ”mrgs FOB destination TmIs: Title of
the goods {F{T SIS D”estination pgint T

e Freight prep”aid ﬁmmﬁﬁﬁ@jsmfﬁqs
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3. Classified income statement for a merchandise Company:
HANLON RETAIL FOOD STORE

Income Statement
For the Year Ended December,31,20000

Operating revenues :

Grosssales............... ... $282,000
Less: Sales discounts . ............ $5,000

Sales returns and allowances . . . .. .. 15,000 20,000
Netsales..............cconnn. $262,000

Cost of goods sold

Merchandise inventory, January, 2000 . $24,000
Purchases............c.vivv.. . $167,000

Lees: Purchases discounts . ......... $3,000

Purchases returns and allowances . . .. $8,000 11,000

Net purchases. . .................. $156,000

Add: Transportation-in............. 10,000

Net cost of purchases. . ............ 166,000
Cost of goods available forsale . . . .. .. $190,000

Less: Merchandise inventory ,

December,31,2000. .. .............. 31,000
Costofgoodssold. ................. 159,000
Grossmargin. .................... $103,000

Operating expense :
Selling expenses :

Sales salaries and commissions. . . . . . $26,000

Salesperson’s travel . ............. 3,000

Delivery. ............ .. ... ... 2,000

Advertising . ............. .. ... 4,000

Rent —store building. .. ............... 2,500

Suppliesused . ..................... 1,000

utilities. ... ... 1,800

Depreciation — stored equipment . ... ... 700

Other sellingexpense. . ............... 400 $41,400
Administrative expense :

Salaries, executive. .. .......... . ... $29,000

Rent — administrative building .. ... ....... 1,600

Insurance . ... 1,500
suppliesused . ............... .. ... ... 800

Depreciation — office equipment. ... ....... 1,100

Other administrative expenses. .. ........ . 300 34,300
Total operating expense. .. .............. 75,700
Net income from operations. .. .......... $27,300

Nonoperating revenues and expense :

Nonoperating revenues : 1,400
Interestrevenue. . .................... $28,700
Nonoperating expenses :

Interestexpense. ............ ... 600
Netincome.......... ..., 28,100
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be

1.
2.

5.
6.

4. Important Relationships in the Income Statement :

The more important relationships in the income of a merchandising firm
summarized in equation form, as follow :
Net sales = Gross sales — (Sales discounts + Sales returns and allowances )
Net purchases = Purchases — (Purchase discounts + Purchase returns and
allowances)
Net cost of purchases = Net purchases + Transportation —
Cost of goods sold = Beginning inventory + Net cost of purchases —

Ending inventory
Gross margin = Net sales — Cost of goods sold

Net income from operation = Gross margin — Operating (Selling and

administrative ) expenses

7.

N

Net income = Net income from operations + Nonoperating revenues —

onoperating expenes

5. mifpnASHjiganimi§m u uhésm
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DEMONSTRATION PROBLEM
CAMP’S MUSICSTORE
Trial Balance
July 31, 2000
Debits Credits
Cash .. .o $34,780
Accounts Receivable . ................... 4,600
Merchandise Inventory, 8/1/99............. 31,400
Prepaid Fire Insurance .. ................. 720
PrepaidRent........................... 4,800
Office Equipment. . ............ ... ..... 12,000
Accumulated Depreciation — Office Equipment. . $ 4,500
AccountsPayable .. ................... 8,000
Clay Camp,Capital. . .................... 22,000
Clay Camp,Drawing ... ................ 20,000
Sales. ... 300,000
Sales Returns and allowances . .......... : 1,000
Purchases...............cooiiiiion... 194,000
Purchase Returns and allowances . .......... 1,400
Transportaion —in........................ 5,200
Advertising Expense. .. ......... .. oL 1,000
SuppliesExpense. .. ... oo 1,800
SalariesExpense. .. ........ ... . 23,200
UtilitiesExpense . . .. ... 1,400
335,900 $335,900

Clay Camp has prepared the above trial balance for Camp’s Music stored.

The following information will be used to prepare the work sheet.
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1. A 12 — month fire insurance pooicy was purchased for $ 720 on
April 1, 2000, the date on which insurance coverage began.
2. On February 1,2000 Camp paid $ 4,800 for the next 12 months’
rent The payment was recorded in the prepaid Rent account.
3. Depreciation expense on the office equipment is $ 1,500.
4. Merchandise Inventory at July 31, 2000,was $ 26,400.
Required :
a. Prepare a 10 — column work sheet for Camp’s Music store for the
fiscal year ended July 31,2000.
b. Prepare a classified income statement for the fiscal year ended 31,
2000. Do not separate operating expense into selling and
administrative categories.
c. Prepare a statement of owner’s equity for the fiscal year ended 31,
2000.
d. Prepare a classified balance sheet for July 31,2000.
e. Prepare closing entries.
SOLUTION TO DEMONSTRATION PROBLEM:

a. See work sheet on following page.
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CAMP’S MUSICSTORE
Worksheet
For the year ended July 31, 2000
. . Adjusted Income
Account Titles Trial Balance Adjustments Trial JBalance Staatemnet Balance Sheet
Debit Credit Debit Credit Debit Credit Debit Credit Debit Credit
Cash 34,780 34,780 34,780
Accounts receivable 4,600 4,600 4,600
Merchandise inventory 31,400 31,400 31,400 26,400 | 26,400
Prepaid Fire Insurance 720 (1)240 480 480
Prepaid Rent 4,800 (2)2,400 2,400 2,400
Office Equipment 12,000 12,000 12,000
Accumulated Depreciation- Office Equiment 4,500 (3)1,500 6,000 6,000
Accounts Payable 8,000 8,000 8,000
Clay Camp,capital 22,000 22,000 22,000
Clay Camp,Drawing 20,000 20,000 20,000
Sales 300,000 300,000 300,000
Sales Returns and Allowances 1,000 1,000 1,000
Purchases 194,000 194,000 194,000
Purchases Returns and Allowances 1,400 1,400 1,400
Transportation- in 5,200 5,200 5,200
Advertising Expense 1,000 1,000 1,000
Supplies Expense 1,800 1,800 1,800
Salaries Expense 23,200 23,200 23,200
Utilities Expense 1,400 1,400 1,400
335,900 | 335,900

Fire Insurance Expense (1)240 240 240
Rent Expense (2)2.400 2,400 2,400
Depreciation Expense-Office Equipment (3)1,500 1,500 1,500

337,400 337,400 263,140 327,800

4.140 4.140
Net income 64,660 64,660
327,800 327,800 | 100,660 100,660

Adjustments

(1) Exouration of prepaid fire in ($ 720 x 4/10)

(2) Expiration of prepaid rent ($4,800 x 6/10)
(3) Depreciation expense on office: equipment for the fiscalyear ended July 31, 2000
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b.
CAMP’'S MUSIC STORE
Income Statement
For the year Ended July, 31, 2000
Operating revenues :
Grosssales..................... $300,000
Less: sales returns and allowances . . . 1,000
Netssales....................... $299,000
Cost of goods sold :
Merchandise inventory, August 1,1999 . $31,400
Purchases . ........... ... .. ....... $194,000
Less: Purchase returns and allowances. . 1,400
Net Purchases. . ............... ... ... $192,600
Add: Transportation—in.............. 5,200
Net cost of purchases . .. ............. 197,800
Cost of goods availble for sale. . ... ... .. $229,200
Merchandise inventory , July 31,2000. . . . 26,400
Costofgoodssold . .................. 202,800
Grossmargin. ........ oo o L $ 96,200
Operating expenses :
Advertising . . .. ... .. $ 1,000
Supplies. . ...... ... 1,800
Salaries. . ... 23,200
Utilities . . .. ... ... oo oo . 1,400
Fireinsurance . . .................... 200
Rent........ ... .. . .. . ... . . ..., 2,400
Depreciation — office equipment. . . . ... .. 1,500
Total operating expenses . . . ........... 31,540
Netincome ....................... $ 64,660
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CAMP’'S MUSIC STORE
Statement of owner’s Equity

For the year Ended July 31, 2000
Clay Camp , capital , August 1,1999

General Accounting

................. $22,000
Net income fortheyear. . ........... .. ... ... .. .... 64,000
Total . ..o $86,660
less: Drawings. . . . ... ... 20,000
Clay Camp, capital, July 31,2000 . . ................. $66,660
d.
CAMP’'S MUSIC STORE
Balance Sheet
July 31,2000
Assets
Current assets
Cash ... ... ... . . ... $ 34,780
Accounts receivable. . ... ...... ... : 4,600
Merchandise inventory . . ........... 26,400
Prepaid fire Insurance . . ............ 480
Prepaidrent...................... 2,400
Total current assets. . ........... $ 68,660
Property , plant , and equipment :
Office equipment. . .. ................ $ 12,000
Less: Accumulated depreciation . . . . .. 6,000
Total property, plant, and equipment. . . .. 6,000
Totalassets. . ... 74,660
Liabilities and Owner’s Equity
Liabilities :
Accountspayable . . ................... $ 8,000
Owner’s equity :
Clay Camp, capital . . .................. 66,660
Total liabilities and owner’s equity. . . . .......... $ 74,660
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e. Closing entries :
2000

Purchase Returns and Allowances. . .......
Income Summary. ............. ..

To close accounts with credit balance in the

Income Statement columns and to set up the

ending merchandise inventory.

31 Income Summary .. ................. ..

Merchandise Inventory. . .. .............

Sales Returns and Allowances. . .........

Purchases............. ... ..........
Transportation-In. . ...................

Advertising Expense. . .. ... ...

Supplies Expense . . ............ .. ...,

Salaries Expense. .. ................. :
Utilities Expense . . .. ..................
Fire Insurance Expense. . ..............
RentExpense . ......................

Depreciation Expense — Office Equipment. .

To close accounts with debit balance in the
Income Statement columns .
31 Income Summary ..................
Clay Camp, Capital . . .............
To close the Income Summary accunt to the

owner’s capital account .

31 Clay Camp, Capital. . . ................

Clay, Camp, Drawing . ... ........

To close drwawing account.

General Accounting

$ 26,400

300,000

1,400
327,800

263,140

31,400
1,000

194,000
5,200
1,000
1,800

23,200
1,400

240

2,400
1,500

64,660
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General Accounting
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47,900
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326,000
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5-5 In each of the following equations supply the missing terms :
a. Net sales = Gross sales — (sales discownt + Sales returns and
allowances ).
b. Cost of goods sold = Beginning inventory + Net cost of purchases -
Ending Inventory

c. Gross margin = . Cost of goods sole .

d. Netincome from operations = Gross margin .Operating expenses

e. Netincome = Net income from operation + Non operating- rev — non

5-6. In each case below use the information provided to calculate missing

information:
Case 1 Case 2 Case 3
Grosssales. ................ 200,000 ? ?
Sales discounts. ............. ? 8,000 6,000
Sales returns and allowances 6,000 14,000 10,000
Netsales.................. 190,000 378,000 ?
Merchandise inventory, January 1 80,000 ? 120,000
Purchases. .. .............. 120,000 240,000 ?
Purchase discounts. .. ........ 2,400 4,200 4,000
Purchase returns and allowances 7,600 9,800 10,000
Net Purchases. . ............. 110,000 ? 210,000
Transportation—in. ............ 8,000 12,000 10,000
Net cost of purchase. .. ........ 118,000 238,000 ?
Cost of goods available for sold . . ? 338,000 340,000
Merchandise inventory, December 31 ? 120,000 140,000
Costofgoodssold............. 100,000 ? 200,000
Grossmargin................. ? 160,000 100,000

Lecturer Mr. Bean Yim, Tel:011 893 267, E-mail: yim_bean@yahoo.com

Page 62


mailto:yim_bean@yahoo.com

Cambodian University for Specialty General Accounting

5-7 The Maddox Company engaged in the following transactions in the month
June 2000.
Transactions:
June 1 The owner, Paul Maddox, invested $ 40,000 cash and $ 15,000 of
inventory in the business .
2 Merchandise was purchased on account. $ 20,000, terms 2/10,n/30
FOB shipping point.
3 Paid freight on the June 3d purchase, $ 550.
7  Merchandise was purchase on account, $ 10,000, terms 2/10,n/30,
FOB destination.
10 Sold Merchandise on account, $ 24,000, terms 2/10,n/30, FOB
shipping point.
11 Returned $ 3,000 of the merchandise purchased on June 3.
12 Paid the amount due on the purchase of June 3.
13 Sold merchandise on account, $ 25,000, terms 2/10,n/30, FOB
destination.
14 Paid freight on sale of June 13, $ 1,500.
20 Paid the amount due on the purchase of June 7.
21 $ 5,000 of the goods sold on June 13 were returned for credit.
22 Received the amount due on sale of June, 13.
25 Received the amount due on sale of June, 10.
29 Paid rent for the administration building for June, $ 2,000.
30 Paid sales salaries of $ 6,000 for June.
31 Purchased merchandise on account, $ 5,000, terms 2/10,n/30, FOB
shipping point.
Additional data:
The inventory on hand on June 30 was $ 30,000.
Required:
a. Prepare journal entries for the transaction.
b. Post the journal entries to the proper ledger accounts.
c. Prepare a trial balance as of June 30, 2000.

d. Prepare a classified income statement.
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5-8. The following data are for the Wilson Lumber Company:

WILSON LUMBER COMPANY

Trial balance
December 31, 2000
Debits Credits
Cash ... $ 21,192
Accounts Receivable. .. .............. 47,856
Merchandise Inventory. . .............. 85,560
Sales suppliesonhand . . ............. 1,608
Prepaid Fireinsurance . . .............. 1,440
Prepaid Rent. . . ..................... 17,280
Store Equipment . .. ... 26,400
Accumulated Depreciation — Store Equipment $ 5,280
Accounts Payable . . .................. 30,840
Wilson, Capital . .. .................... 125,892
Sales. . ... 336,708
Sales Returns and Allowances .. ........ 1,548
Purchases. ... ........ .. .. .. .. .. ..... 150,252
Purchase Returns and Allowances . . .. ... 1,212
Transportation—in.................... 2,352
Sales Salaries Expense . .. ............. 41,520
Advertising Expense. .. ......... ... . ... 23,400
General Office Expense. . ............... 2,964
Office Salaries Expense . ................ 24,240
Officers Salaries Expense . . ............. 48,000
Legal and Auditing Expense . . . ............. 3,000
Telephone and Telegraph Expense. . ......... 1,440
Interest Revenue . .. ... ... ... ..., 300
Interest Expense . ...... ... ... ... .. 180

500, 232 500,232
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Additional data of December 31, 2000.

1. Prepaid fire insurance expired, $ 1,020.
Sales supplies consumed, $ 1,098.
Prepaid rent expire during the year, $ 15,180
Depreciation expense on store equipment, $ 2,640.
Accrued sales salaries, $ 1,200.

Accrued office salaries, $ 900.

N o O~ D

Merchandise inventory on hand, $ 105,000.

Required: Prepare:
a. A work sheet for the year ended December 31, 2000.
b. A classified income statement. The only selling expense are sales,
advertising, sales supplies, and depreciation — store equipment.
c. A classified balance sheet.
d. The December 31, 2000, closing entries.

The ended of Chapter V
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CHAPTER VI
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2. Control Accounts And Subsidiary Ledgers

Control account in
the general ledger

General Accounting

Subsidiary accounts in the accounts
receivable subsidiary ledger

Accounts Receivable Customer A Customer C
2000 2000 2000
May 31 May 31 May 31
Bal. 1,000 Bal. 100 Bal. 400
Customer B Customer D
2000 2000
May 31 May 31
Bal. 200 Bal. 300

General ledger
control accounts

Accounts Receivable
Accounts Payable
Office Equipment ,

Delivery Equipment,
Store Fixtures, etc.

A

A

A

3. Special Journals :

\ 4

Subsidiary
ledger

.| Accounts receivable subsidiary ledger
i (Account for each customer )

| Accounts payable subsidiary ledger
(‘account for each creditor )
Equipment subsidiary ledger

(‘account for each item of equipment )

e The sales journal is used to record all sales of merchandise on account (on credit)

e The cash receipts journal is used to record all inflows of cash into the business.

e The purchases journal is used to record all purchases of merchandise on account

(on credit). Merchandise refers items of inventory that are available for sale to

costomer.

e The cash disbursements journal is used to record all payments ( or outflows )of

cash by the business.
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General Accounting

Journal Transaction Abbreviation
Sales journal.........cccocoueeenee. Merchandise sold on account S
Special | Cash receipts journal........... Cash receipts from all sources CR
Journals |Purchases journal ................ Merchandise purchased on account P
Cash disbursements journal. Cash payments that are not in CD
General journal..................... clouded in the special journals are
recorded in
a) Sales Journal
Accounts Receivable Dr.
Date Customer Invoice Sales Cr.
No.
Amount v
Accounts Receivable Dr. Sales Cr.
Date | Customer | Invoice
No.
v Dept | Dept | Dept
Account A B C
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JOHN MASON COMPANY

SALES JOURNAL
Page 1
Date Customer Invoice |  Account Receivable Dr.111
N° Sales Cr. 301
2000 Amount v .
April | 3 | Arthur Benson 100 50 v ;?::Sr?tl;al
4 | Pete cote 101 25 v are posted
12 | Kenneth Johnson 102 150 v daily to
19 | Peter cote 103 10 v subsidiary
30 | Anthony Demambro | 104 55 v ledaer *
ger
290

Column (111) (301)

total is

posted at

the end of Page 1

the month

to general

ledger*

GENERAL LEDGER ACCOUNTS RECEIVABLE

SUBSIDIARY LEDGER

Accounts Receivable 111 Arthur Benson
2000 2000
Apr.30 S1 290 | < Apr. 3 S1 50 <
Sales 301 Peter Cote
2000 2000
Apr30 S1.290 o | Apr. 4 S1 25 <

19 S1 10 <

Anthony Demambro
2000

Apr. 12 S155 <

Kenneth Johnson

2000
Apr. 12 S1 150
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e Subsidiary ledger accounts are posted daily to keep up-to-date balance in
the subsidiary ledger. The general ledger account will usually be posted at
end-of-page ( whichever comes first ) because in the control accounts are not
really necessary until the end of the period for financial statement purposes.

b) Cash receipts journal
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JOHN MASON COMPANY

General Accounting

Individual
amonts in
Accounts
Receivable Cr
column are
posted daily to
subsidiary
ledger accunts
Individual
amounts in the
Other
Accounts Cr.
column are
posted daily to
general ledger
accounts

CASH RECEIPTS JOURNAL Page5

101 302 301 111 Other Accounts Cr

Sales Acounts
Cash dis- Date Description Sales Reveivable
Dr counts Cr. Cr

Dr Amount | v || Account Acct | Amount v

Title N°

1 2000 W
5000 Apr. |1 Cash sales 5000 //
49 6 Arthur Benson-Invoice No 100 50 v
8000 7 Cash sales 8000 /

10 Sold land at cost to Wells —
6000 Corportation Land 138 6000 v
7000 14 Cash sales 7000
25 3 19 Peter Cote-Invoice No101 25 v
147 20 Kenneth Jhson-Invoice No 102 150 v
900 25 Cash slales 9000
26 Cash received from sale Miscellaneous

200 of scrap Revenue 303 200 v
35,420 4 29000 | 225 6200
101 302 A 301 1 v

Totals are posted at the
end of the month to
gerneral ledger accounts

General ledger

Cash 101

2000
Apr. 30 CR5 35421

Accounts Receivable
2000
Apr. 30 CR 225

4

Land

2000
Apr. 10 CR5 6000

301
2000
Apr. 30 CR5 29000

i

Sales

302
A

Sales discounts

A 4

Total is not posted
because it related to
more than one general
ledger account

Accounts receivable
subsdiary ledger

2000

Apr.6 CR 50

Peter Cote

2000

Kennecth Johnson

2000

Apr. 19 ongf

Apr. 20 CR5 150

2000
Apr. 30 CR5 4

Miscellaneous Revenue 303
2000

Apr. 26 CR 200

I

C)Purchases journal
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JOHN MASON COMPANY

General Accounting

PURCHASES JOURAL Page 10
Purchase Dr. 401
. Invoice | Accounts payable Cr.
Date Creditor Terms NS 2001
Amount v
2000
Apr. 1 Smith Corporation 2/10,n/30 | 862 200 v
7 Lasky Company 1/15,n/60 | 121 100 v
12 Booth Corporation 2/10,n/60 | 561 5000 v
15 Gooch Corportation 2/10,n/30 | 1042 3000 v Total is posted at
21 Wyngarden Company 3/15,n/60 | 633 10000 v end of month to
26 Mertz Company 2/10,n/30 | 734 300 v general ledger
30 Lelson Company 2/10,n/30 | 287 4000 v accounts
30 Booth Company 2/20,n/60 | 568 1500 v a
24100 "
(401)(201)
Accounts payable
GENERAL LEDGER subsidiary ledger
Accounts Payable 201 Booth Corporation
2000 2000
Apr.30 P10 24,100 Apr. 12 P10 5,000
30 P101,500
L S
Purchases 401 Gooch Corporaton
2000 2000
Apr. 30 P10 24,100) Apr.15 P10 3,000
Lasky Company
2000

d) Cash Disbursemnets Jouranal

JOHN MASON COMPANY

Apr.7 P10 100

Mertz Company

2000
Apr. 26 P10 3,000

Nelson Company

2000
Apr. 30 P10 4,000

Smith Corporation

Wyngarden

2000
Apr. 1 P10 2000

Company

2000
Apr. 21 P10 10,000
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General Accounting

PURCHASES JOURAL
201
Accounts 422. Other Acconts dr. . 101 402
Supplies Descriptio | Check Purchase
Payable Dr. Daate Cash .
Expeses v n No. Discounts
Dr Account Acct | Account Cr Cr
Amount ' Title No
2000
42 Prepaid 123 1,200 Apr. |2 524 42

Insurance 3 525 1,200

Furniture 500 4 526

and Alég 200 | 4 527 500

Equipment 8 ggg ig(e)

Ren expense 14 =30 10 4
200 %ﬁ 531 99 1
5000 (7| 27 - ot 1o
10,000 533 3,000 300
3,000 ’
18300 52 \ 1900 DN loga7 | 405
(201) 422 | N\ (101) [ (402)

\ Total is not posted \ N\
because it pertains ™ N\

Totals are posted at the end of
the month to geral ledger

to several accounts

Individual amounts in the Acconts
payable Dr. column are posted daily
to acconts paybale suhdidiary ledger
accounts Individual amounts in the
Other Accounts Dr column are

accounts
A
GENERAL LEDGER
Cash 101
2000
Apr. 30 CD7 19,84i |
Prepaid Insurance 123
2000

Apr 4 CD7 1,200 |«

Furniture and Equipmetn 140

2000

gl
Apr4 CD7 500 |

— AccountsPayble 201

2000

Apr 30 CD7 18,300 [@

Purchase Discounts

402

2000

2000
Apr 30 CD7 405 €—|
— Supplies Expense 422

d
Apr 30 CD7 52~

Rent expense

423

2000
Apr 4 CD7 200 |«

ACCOUNTS PAYABLE
SUBSIDIARY LEDGER

Booth Corporation

2000

<

posted daily to indicated general
ledger accounts

-
Apr 21 CD7 5,000

Gooch Corporation

2000
Apr 28 CD7 3,000

P

<«

Lasky Company

2000
Apr 18 CD7 100

<«

— Smith Corporation

2000
Apr 8 CD7 200
d

<

Wyngarden Company

2000
Apr 27 CD7 10,000

&

<
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The Haris Wholesale Food Company uses special journals for sales, cash receipts.

Purchases, and cash disbursements, as well as general journal. These journals follow the same
general design as those illustrated in this chapter.

Transaction:
Dec.1 Purchased merchandise on account from Dixon Company, $11,200; invoice
No. C1109; terms 2/10, n/30.
2 Purchased merchandise on account from Balley Company, $ 6,400; invoice No
1888Z; terms n/10.
3 Bought office equipment from Harrell Company, $15,520; invoice N0.854. Gave a
31-day, 12% notes in payment.
5 Purchased merchandise on account from Abel Company, $8,800; invoice no.
X9784; terms 2/10, n/30.
Cash sales, $11,360.
Collected tent revenue for December, $ 15,200.
Sold $8,000 of merchandise on account to David, Inc.; invoice No. 33, 45; terms
2/10, n/30.
9 Sold $12,200 of merchandise on account to Pott Company; invoice No. 3346;
terms 2/10, n/30.
10 Sold $12,800 of merchandise on account to Zap Company; invoice No. 3347;
terms 2/10, n/30.
11 Paid Dixon Company for purchased December 1 with Check No. 201.
12 Paid Balley for purchased of December 2 with Check No. 202.
14 Paid Abel Company for purchased of December 5 with Check No. 203.
16 Cash sales, $31,520.
18 Collected amount due on sale of December 8 to David, Inc.
20 Collected amount due on sale of December 10 to Potts Company.
21 Collected amount due on sale of December 11 to Zap Company.
23 Cash sales, $20,000.
24 Paid the Newton News for advertising expense, $1,200 ( Check No. 204 ).
26 Sold $9,600 of merchandise on account to Zap Company. Invoice No. 3348,
terms 2/10,n/30.
26 Sold $22,400 of merchandise on account to Dec Company; invoice No. 3349;
terms 2/10,n/30.

oo N O
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27 Sold $47,520 of merchandise on account to Kote Company; invoice No. 3350;

Required :

terms 2/10,n/30.

a. Enter the transactions for December 2000 in the proper journals. All journals are to be
numbered page 40.

b. Post the entries to the general ledger accounts. The Cash account and the Harris,
Capital account each have a beginning balance $ 40,000.

c. Prepare atrial balance as of the end of the period. General ledger account are:

Transactions:
Sept. 1

3

4
5

12
15

17

9

ONoGarwWNE

Cash

Accounts receivable
Office equipment
Accounts payable
Notes payable
Harris, Capital
Sales

Sales discounts
Purchases

10. Purchase discounts

11. Advertising expense

12. Rental revenue

6-7. On August 31, 2000 the Account Payable control account on the book of Wholesale
Furniture Store was equal to the total of the accounts in the account payable subsidiary leger.

The balance were as follows: Accounts Payable control account ( Account No. 220), $1444,000;
Helzburg Company, $64,000;Zales Corporation, $48,000; and Bond Corporation, $32,000.

Purchased merchandise on account costing $60,000 from the Werling Company
invoice N0.542; terms 2/10,n/30.

Paid the Bond Corporation $32,000 with Check No. 451. The original discount of
2% was not taken because the discount period has expired.

Paid rent for the month of September, $2,000,with Check No. 452.

Paid the Helzburg Company $36,000 on account with Check No.453.

No. discount was offered.

Gave the Helzburg Company a $28,000, 30-day, 12% note for the balance due.
Purchased merchandise on account costing $32,000, from the York

Coporation; Invoice No. 982, terms 2/10,n/30.

Purchased merchandise on account costing $36,000, from the Bond
Corporation; invoice No. 1522;termes 2/10,n/30 .

Received credit from the York Corporation for returning $4,000 of the $32,000
merchandise purchased.

Paid the Werling Company the amount due on the purchase of

September 1 with Check No. 454,

Purchased merchandise on account costing $48,000 from New

point Corporation; invoice No. 1566. terms n/30 .

Paid Bond Corporation the amount due onthe purchase of

September 8 with Check No. 455 .

20 Purchased merchandise on account costing $52,000 from the Bond

Corporation; invoice No. 1566; terms 2/10,n/30.

22 Purchased merchandise on account costing $28,000 from the

Quarter Company, invoice No. 1910; terms n/10.
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25 Paid $32,0000n account to the New Point Crporation on the

purchase of September 15 with Check No. 456.
28 Received $12,000 credit from the Bond Corporation for returning
part of the merchandise purchased on September 20.
29 Purchased merchandise on account having a cost of $20,000 from the
Jane Company invoice No. 2125; terms n/60.
15 Received payment for $20,000 of the merchandise purchased on September
2 by the Oliva Company. The discount was taken on this payment .
18 Sold merchandise on account to the Miles Corporation, $136,000; invoice No.
503; terms n/30.
21 Cash sales, $228,000.
22 Allowed $4,000 credit to Miles Corporation for goods returned.
26 Sold merchandise onaccount to the Newton Company, 440,000; invoice No.
terms 2/20,n/30.
30 Received $40,000 cash from the Miles Corporation to apply against the amount
due on Invoice No. 503 .
31 Cash sales were $156,000.

Require: Prepare a sales journal and cash receitp journal. Also set up a general journal. Then
using the above information:

a. Completely journalize the transactions in the appropriate jornals.

b. Post only the amounts pertaining to accounts receivable to the subsidiary accounts
and to the control account. You will have to prepare additional subsidiary accounts
and should keep them all in alphabetical order. You will need additional accounts
for Miles Corporation, Newton Company, and Oliva Company.

c. Prepare a schedule of accounts receivable at September 30,2000 and compare it with
the balance of the control account at the same date.

The ended of Chapter VI

Lecturer Mr. Bean Yim, Tel:011 893 267, E-mail: yim_bean@yahoo.com Page 83



mailto:yim_bean@yahoo.com

Cambodian University for Specialty General Accounting

CHAPTER VII

I TS IEI] S ( Learning Objectives )

mwAmisspsisi]siscgashmolagh

*HMGWUMSAMAEI MG 81 ugnn: ismigpn 8aigan (Internal

Control) ’ |

*ANNAMSHSIMIANIUEN 81 IMUGSIURIHARUAENARIMITAIGH

{Mf (Cash) gu{pyyls |

* ﬁnnﬁﬁﬁmh%m:]( Procedures ) ghmiLﬁﬁﬁ§ﬁJﬁ1§9§ﬂjLﬁ‘lﬁ (Cash

receipts) 8§11 MiUA{MA ( Cash dislc;ursemgnt)
tﬂmmmmrjmm ( Bank reconciliation Statements ) 81 [I‘j‘“li

G S18UJin ( Journal entries )

UMMM AL UFRMAG{M AT ( Petty cash ) HIMIAN{MAUHA

81 msq:gh?gwsﬁj*g

* [‘[fj'Lmﬁ'J"Net price method I &jti s{fun l’_ijf;:ijﬁ“li mu:ig ( Purchase

_c3
_xD?
=F

discount )
*unmAURUeMIUASEUAT{E ( Voucher system ) 1uTtis i1 IFMIiG: AN
18ujinftaiey ( Cheek register and Voucher register ) |
1. '“liL‘ﬁ‘ﬁﬂSn‘jn‘j nij (Internal Control)
LﬁngLﬁﬁmSnjtg‘gh FimsmEnaganminsmuusRudsIdy] :
. msﬁﬁgiwmﬁ}ﬁg%m :ﬁﬁj@ﬁ@ﬂjéhmimﬁﬁﬁéa;ﬁmgzgwm

—

( theft and waste )

2. MSIMSSIMAPUUTRINDIEUSIHNNWITA{HEU]S SA6NUIUaTY

3. Iminwalygimi Hgigmunuvasugnin ghpvdisiiyjgwuds
[esgmnmang |

4. mymsgimagrnwin]ms 81 ¢atamsieniigSw 8

INWMINN GANTS tijj (Accounting reports)

1). MIMI{F NIy (Protection of assets)
FOJEAYHIGIATN S MIMIIN LW :

- m“ﬂi[ijml‘jnginmg SH ma ﬁgiﬁﬁquaﬂ?ﬁ (Segregation of employee
duties)
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-tuiicAgigs§ 8 vBINUUATUF AWM STNEIANES (Separation

of employee functions )
SIFMIESYISIMIMIn iUy

a

(Rotation of employee job assignments)

i
- PN ASZURIANTH U SAUAAN: BIGATS A ( Use of mechanical

devices)

2). MR wqﬁﬁgism WMINNALNTS tisj (Accuracy of accounting reports)

PURCHASING COMPANY

Flow of Documents

And Goods in a 4

Merchandising Employee

Sends goods

Transaction In:sales <

department

1
Sends
purchase

requisition

Receiving

epartment

2
Purchasing Sends Accounting
department copy of department
Purchase
order
5
Sends
2 check
Sends in
purchase S e payment
order PP of invoice
3
Sends goods
and invoice
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SUNS ( Steps )
1). ygruisianigauafimigsiém et smiunniw §m
( Employee in se{les department
4). MIUNMSW $¢UUMSESm rgimsmiunnSwrud 8 ifimwmi
nn §h IAwsHIEm TR A WA ANLS ijj ( Receiving department
Sends goods to sales department and sends receiving report and invoice to
Accounting department)
Il MigpaNSH[IUEN (Controlling Cash)
:umtﬁmfﬁmﬁﬁﬁmmhm;Lﬁsghmﬁiﬁg HISMINH[gH {1 (MAM N
(Cash) gms:msmﬁﬁ§ﬁjtﬁgmﬁmm'sﬁ}m$nmm 1 ISIAUR BT s e
{mM# (Cash) ‘%mtgaqjmﬁgfﬁmm W WH SMIAS{EE] 81 Iﬁmﬁghms
{FuED Iwinwosudgaitiuosidhnsmiguuima |
HOIGIRY]MIMIANG{MA ( Cash ) (AvdIs Hnwagita :
1). ARG U WM ST A NS (Iaccount for all Cash transactions
accurately so that correct information with be available regarding cash flows
and balances )
2). MSNHWHN SN S{MAFEU{ S E] aunigSman s (Make
certain there is enough cash available to pay bills as they come due )
3). i) eunjumiApenmaGsna fgnedhmcintgumsA{ma
fU RS ( Avoid holding too much idle cash, because excess cash could be
invested to generate income such as interest )
4). MIMIgIMINATA{MAN NIHUUTAMUBANIGT T AU 8IS
( Prevent loss of Cash due to theft or fraud )
a). miLﬁﬁﬁslﬁljmiggnij‘ﬁ ( Controlling cash receipts )
:mmm”mﬁtﬁsmSmﬁéémmﬁ}gsrmmﬁﬁﬁmsgmtﬁtﬁ IV
[(nuyismGeg ;{mjlmgmﬁgwiiﬁmsm'ﬁ : YUt INRUUSIUEA ( several days
or weeks Latter ) I{MAtHIMS§grumuIvuiminuataniaipimsianaim
[S‘Ih_;ij Cash register 1 )
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Cash Receipts Cycle for Merchandise Transactions

Initial sources of Excess cash is
cash are owner used for purposes
Investment and other than replacing
borrowing inventory

— | Cash 4T

—>

Inventor
Accounts y

Receivable

T

Cash initially comes into the business from owner

investment and borrowing. Cash is invested in inventory
and other assets. When inventory is sold, cash may be
received immediately, or receipt may be delayed and
involve accounts receivable. The inventory generally is
sold at more than cost so the company can make a
profit. Each time the cycle is completed, the amount of
cash grows and may be used for purposes other than
replacing inventory.
i cmmsmigatyamanajsanmifpai Sajm:
cash receipts ) H{fity] sgm;ﬁmétﬁl sgzﬁ
gmﬁagsgﬁmmﬁﬁm: |
1). MIGUSIAUUAUAMINN¢grumAgHAITMYI UNUAMA

(RIS g g tHYimMimigimiu$ 18 (A record o9f all cash receipts

¢ru{m A ( Controlling

should be prepared as soon as cash is received is made of the receipt.
Once a record is cade, it is easier to trace a theft)
2). (aumiggruimagi 1s1iginrue gou T 1STIGUT ( Al cash receipts
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should be deposited on the day they are received or on the next businss. )
3). HATHIGGU{MA (HAMSMUMIGGU{MA ) gilathuSeupgiign
AR{MMIEGRU{MA ( The person who handles cash receipts should not
also be the person who records the receipts in accounting records )
4). (weisIimG : galdusgruimagitathusagjm A ignitns
SIW{m i1 ( If possible, the person who receives the cash should not also
be the person to disburse the cash.)
b). MIAHASH]MIVA{MA ( Controlling Cash Disbursements )
zfumtmms Jrakix ﬁﬂlﬁggmﬁ§8qhmitﬁ;ﬁﬁ§ﬁJ‘@;hﬁ“liUﬁLmﬁ
1). (AUMITh{mA gitar§rgjamicon ¥ muitw: (WA (Al disbursements
should be made by check or from petty cash. Proper approval for all disbursements
should be obtained, and a permanent record of each disbursement should be created.In
many retail stores, refunds is followed, refund tickets should be prepare and approved by
a supervisor before cash is refunded )
2). (aUTruAFNHS HiAG g W SHsE IWEHiAnnfrw
msamﬁﬁnﬂﬁ}ﬁﬁqgfﬁﬁ I ow S gromicua ( Al checks should be
serially numbered, and access to checks should be limited to employees authorized
to write checks )
3). gitam sug I ARNUG RIS IGTA HIGARNMIZA{MAD
iIsmiaanfmaimiBsmeiims 1§jwanAmnnms HS:lﬁjﬁﬁg‘lﬁ ( Preferably,
two signatures should be required on eaéh check so that one person alone cannot
withdraw funds from the bank account )
4). s8R U S g G AMWIGIAWO{H S PUMNWHS I §ANMIG MR
UGG ( If possible, the person who authorizes payment ofI a bill should not
be allowed to sign checks. Otherwise, the checks could be written to " friends " in
payment of fictitious invoices )
5). (AUANGMIAFITRT SAANIRSMA{EU]M S (Approved documents should
be required to suppor:all checks issued )
6). HATHUGAMW{MAFITAM WM SARMIGAMW{Hv{HI Ggshaim
nd SnNEwIFGe ‘ﬁ‘f‘%hy( The person authorilzing cash disbursements should be
certain that payment is for a legitimate purpose and is made out for the exact amount and

to the proper party )
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7). iglinudnnuEimn sud A M UIAWNSG AT AT (When
Liabilities are paid, the supporting documents should be stamped “paid” and the date and
member of the check issued should be indicated. These procedures lessen the chance of

paying the same debt more than once)

o

mifJdiry

o

8). yAlH UG AU IGiuAds it 88l

phall
e
D
az3e

AUMIUGIT TR 1

1ML E ( The person (s) who signs checks should not have access to canceled checks
and should not prepare the bank reconciliation. This feature makes it more difficult to

conceal a theft)

9). misSjruns i Filai§rginiginnite (The bank reconciliation should be prepared
each month, preferably by a person who has not other cash duties, so that errors and

shortages will be quickly discovered )

10). fruatidrugss gitamSaEMeIms ( Al checks that ate prepared incorrectly
should be voided. Such checks should be physically marked “void” and retained to
prevent their unauthorized use )

1), WwHsitE PimsHiimasaintipvyists anmipan8ajiugp ( A

o

voucher system may be needed in large firms for close control of cash )
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12). imesiian(yigiiusgIAgiangm&m (Use of the net price method of
recording purchases helps avoid loss of purchase discounts through planned timing of

cash payments)
]

Some Internal

Control ——

Considerations

Regarding Cash
——\ VAN Inflow of cash from :

* Revenues - cash sales
* Collection of accounts
receivable
* Sale of assets Outflow of cash to :
Pool of cash Borrowing * Payment of
expenses
e Payment of
accounts
payable and other
Pool of cash

Internal Control Considerations
Are all cash receipts being properly recorded and actually going into
the company ‘s pool of cash. or are individuals siphoning off some of
these receipts for their own use ?
Is the pool of cash protected from theft ? is the cash on hand managed
so as to produce income for the company and yet be available when
Need to make legitimate disbursements?
Is there close control over cash disbursements to ensure that only?

Legitimate disbursements are made in the proper amounts and on a timely

Bases?
*Deposit Ticket

iIshnutimimfmmasiosnme & aianiafgisdu{ama{ma ( Deposit
ticket or slip ) IAtIISIRN WYHISNSUN QTN MATWNS teanNS

IURHANAMASINAN SO MGEWESSIE] R
inun{uHbutuA
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JUMNBNHAUS G Ni41-4418:HATRURIGM A http:/en.wikipedia.org/wiki/Cheque

PAYABLE IN USS THROUGH FIRST BANK OF WIKI, LOS ANGELES BRANCH, LOS ANGELES, CA, 90036 1-000-000

243
MR. JOHN JONES

1645 DUNDAS ST. W, APT. 27 DATE 2’00 C I lo
Y Y ¥ ¥ M M

TORONTO, ON MeK 1V2
123-456-T7

earrome ‘Wikumedia Foundahwon | $ 100.55

One Hunhdred Dollars and 55,95 o i

Dwdalls on back
) FIRST BANK OF WIKI 00005-123
Victoria I".I'Iam Branch

1425 James St., P.O. Box 4001
Vietoria {E C ] "-"SX IK4
MENO 'Dong}wn % &/ M MP

Example of a U.S. dollar cheque issued by a Canadian bank. If the bank account was in CAD,
USD would have to be added to the cheque to make it be valued in USD.

* Check

tuApimSIEIG Mt eI WwE MG wIGminaich v {m At
m‘%nmgm”uﬁ waniuhuimifeuamsma m & ;

- The band |

- The payee (party to whom the check is made payable)

nOLLdIL5SEP. OOLZ3ILSE?T L3

- The drawer ( depositor )

L FIRST BANK 01-02-03
OF WIKI

SHEFFIELD CITY CENTRE BRANCH oate 22 /01/200€

oy _ Wikumedia. Fouhdabon |
One_Hundred Pounds Soply —— £ 100—00

OUNT EA\

-
MR. JOHN JONES
£
O
First Bank of Wiki Pic <
010104
Cheque No Branch Sort Code Account No.

*000eL3 v KOk=02030 OLZILSETI®

Sample for a fictional cheque in the United Kingdom. The cheque is crossed (with ACCOUNT
PAYEE written vertically in the middle of the cheque), which means that it can only be paid into a
bank account, not to cash. Cheques issued in other Commonwealth countries are similar.
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A cheque (spelled check in American English) is a negotiable instrument[1] instructing a financial
institution to pay a specific amount of a specific currency from a specified demand account held in
the maker/depositor's name with that institution. Both the maker and payee may be natural persons
or legal entities.

Etymology and spelling

The most common spellings of the word (in all its senses) were check, checque, and cheque from
the 1600s until the 1900s.[2] Since the 1800s, the spelling cheque (from the French word chéque)
is standard for the financial sense of the word in the UK, Ireland, and the Commonwealth, while
only check is retained in its other senses, thus distinguishing the two definitions in writing.[3]
Sources indicate that cheque comes from the Arabic sakk (&=), which is a written document or
letter or note of credit Muslim merchants adopted to carry out their trading. The concept of sakk
appeared in European documents around 1220, mostly in areas neighbouring Muslim Spain and
North Africa; south France and Italy.[4]

On the other hand, check is used for the financial sense in the U.S.

History

The cheque had its origins in the ancient banking system, in which bankers would issue orders at
the request of their customers, to pay money to identified payees. Such an order was referred to as
a bill of exchange. The use of bills of exchange facilitated trade by eliminating the need for
merchants to carry large quantities of currency (e.g. gold) to purchase goods and services. A draft
is a bill of exchange which is not payable on demand of the payee. (However, draft in the U.S.
Uniform Commercial Code today means any bill of exchange, whether payable on demand or at a
later date; if payable on demand it is a "demand draft”, or if drawn on a financial institution, a
cheque.)

The ancient Romans are believed[5] to have used an early form of cheque known as
praescriptiones in the first century BC. During the 3rd century AD, banks in Persia and other
territories in the Persian Empire under the Sassanid Empire issued letters of credit known as Sakks.
Muslims are known to have used the cheque or sakk system since the times of VINAY Yadav (9th
century). In the 9th century, a Muslim businessman could cash an early form of the cheque in
China drawn on sources in Baghdad,[6] a tradition that was significantly strengthened in the 13th
and 14th centuries, during the Mongol Empire. Indeed, fragments found in the Cairo Geniza
indicate that in the 12th century cheques remarkably similar to our own were in use, only smaller
to save costs on the paper. They contain a sum to be paid and then the order "May so and so pay
the bearer such and such an amount"”. The date and name of the issuer are also apparent.

Between 1118 and 1307, it is believed the Knights Templar introduced a cheque system for
pilgrims travelling to the Holy Land or across Europe.[7] The pilgrims would deposit funds at one
chapter house, then withdraw it from another chapter at their destination by showing a draft of
their claim. These drafts would be written in a very complicated code only the Templars could
decipher. The Knights adopted it most likely from the Muslims.[citation needed]

Parts of a cheque

Cheques generally contain:

place of issue

cheque number

date of issue

payee

amount of currency

signature of the drawer

routing / account number in MICR format - in the U.S., the routing number is a nine-digit number
in which the first 4 digits identifies the U.S. Federal Reserve Bank's cheque-processing center.
This is followed by digits 5 through 8, identifying the specific bank served by that cheque-
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processing center. Digit 9 is a verification digit, computed using a complex algorithm of the
previous 8 digits. The account number is assigned independently by the various banks.[8]
fractional routing number (U.S. only) - also known as the transit number, consists of a
denominator mirroring the first 4 digits of the routing number. And a hyphenated numerator, also
known as the ABA number, in which the first part is a city code (1-49), if the account is in one of
49 specific cities, or a state code (50-99) if it is not in one of those specific cities; the second part
of the hyphenated numerator mirrors the 5th through 8th digits of the routing number with leading
zeros removed.[9]

A cheque is generally valid indefinitely or for six months after the date of issue unless otherwise
indicated; this varies depending on where the cheque is drawn[citation needed]. In Australia, for
example, it is fifteen months [10]. Legal amount (amount in words) is also highly recommended
but not strictly required.

In the USA and some other countries, cheques contain a memo line where the purpose of the
cheque can be indicated as a convenience without affecting the official parts of the cheque. This is
not used in Britain where such notes are often written on the reverse side.

[edit] Types of cheques in the United States

In the United States, cheques are governed by Article 3 of the Uniform Commercial Code.

An order check — the most common form in the United States — is payable only to the named payee
or his or her endorsee, as it usually contains the language "Pay to the order of (name)."

A bearer check is payable to anyone who is in possession of the document: this would be the case
if the cheque does not state a payee, or is payable to "bearer" or to "cash" or "to the order of cash",
or if the cheque is payable to someone who is not a person or legal entity, e.g. if the payee line is
marked "Happy Birthday".

A counter check is a bank cheque given to customers who have run out of cheques or whose
cheques are not yet available. It is often left blank, and is used for purposes of withdrawal.

In the United States, the terminology for a cheque historically varied with the type of financial
institution on which it is drawn. In the case of a savings and loan association it was a negotiable
order of withdrawal; if a credit union it was a share draft. Checks as such were associated with
chartered commercial banks. However, common usage has increasingly conformed to more recent
versions of Article 3, where check means any or all of these negotiable instruments. Certain types
of cheques drawn on a government agency, especially payroll cheques, may also be referred to as a
payroll warrant.

* Bank Statement
IMWMIANGMI & imwminniE uifigiinwnnm (Mgrgus
te) funwnidfuny annSivasgAmA[ma
IMWMINNIS SN GIFBMISNHTS ;
- Deposits made to the checking account during the period.
- Checks paid out of the depositor’'s checking account by bank during the period.
These checks have < cleared > the bank and are < canceled >.

- Other deductions from the checking account for items such as service.
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Cambodian University for Specialty

General Accounting

WESTERN NATIONAL BANK CUSTOMER ACCOUNT NO. 501390
100 OLYMPIC BOULEVARD PARKVIEW COMPANY
LOS ANGELES, CALIFORNIA 109 PARKVIEW ROAD
LOS ANGELES, CALIFORNIA
BANK STATEMENT
FOR THE MONTH ENDED JULY 31, 2001
DATE DEPOSITS AND CREITS CHECKS AND DEBITS BALANCE

July 30 5,029.30
July 1 300,00 5,329.30
July 2 1,250.00 1,100.00 5,479.30
July 3 415.20 10.00 5,054.10
July 8 993..60 6,47.70
July 10 96.00 400.00 5,551.70
July 12 1,023.77 1,376.57 5,198.90
July 15 425.00 4,773.90

1,300.00 2,095.75 5.00 3,978.15
July 22 500.00 CM 85.00 DM 4,388.15
July 24 1,083.25 1,145.27 4,987.43
July 30 711.55 50.25 NSF 5,000.17
July 31 24.74 INT 12.00 SC

EXPLATION OF SYMBOLS

CM Credit Memoranda INT Interest on average balance
DM Debit Memoranda NSF Not Sufficient Funds
E Error correction SC Service Charge
Summary of activity :
Previous statement balance, June 30, 2007 ..........ccouueeeiiiiiiiieiieeeeeeeeeee. $5,029.30
Deposits and credit memoranda (9 items ).......ooooiiiiiiiiiiiiiiieee e 7,186.91
Checks and debit memoranda ( 13 it€MS ) ..ooovvviiiiiiiiiie e (7,216.04 )
Current statement balance, July 31, 20071 ... $ 5,000.17
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STATEMENT OF ACCOUNT
East Lansing State Bank
EAST LANSING, MICHIGAN

General Accounting

R .L. Lee Company
1021 Roy Lane R
East lansing , M| 48823

Date
5/01

5/03
5/07
5/08
5/10
5/14
5/16
5/18
5/22
5/24
5/28
5/30
5/31

Check Number

COSTOMER NOMBER

09306 1622 Page 1

May 1 —may 31, 2001
STATEMENT PERIOD

CHECKING ACCOUNT SUMMARY

Balance forward Number/Credits Number/Debits Fees Closing balance

$2,248
Description
Deposit
Deposit
Deposit

Note collected

Deposit
Deposit
Deposit
Deposit
Deposit

Box rent

9515
9527
9529
9531
9533
9535
9537
9539
9541
9543

23$12,358 22 $11,331  $23
Amount Date Description

$624  5/02 Deposit

526 5/04 Deposit

631 5/08 Deposit

1,225 5/09 Deposit

514 5/11 Deposit

702 5/15 Deposit

471 5117 Deposit

414 5/21 Deposit

333 5/23 Deposit

371 5/25 Deposit
507 5/29 Deposit
400 5/30 NSF Check
15 5/31 Service Charges

Date Amount Check Number Date Amount

5/03 $ 351 9519 5/03 $154

5/07 208 9528 5/07 467
5/07 125 9530 5/08 411
5/08 1,250 9532 5/15 800
5/15 925 9534 5/18 417
5/17 230 9536 5/21 169
522 111 9538 5/23 2,071
5/25 413 9540 5/25 1,093
5/25 1,005 9542 5/29 818
529 211

$ 3,252
Amount  Daily
$776  4/30
474 5/01
608 5/02
667 5/03
401 5/04
303 5/07
653 5/08
419 5/09
407 5/10
331 5/11
601 514
102 5/15
8 5/16
5/21 6,149
5/23 4,707
5/24 5,078
5/25 2,898
5/28 3,405
5/29 2,977
5/30 3275
5/31 3,252

balance

$2,248

2,872

3,648

3,669

4,143

3,974

4,146

4,813

5/327

5,728

6,430

5,008

5,479
5/17 5,902
5/18 5,899

5/22 6,371
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c). IMWMINN AT RUTESIAT T MisSjumM 1T ( Bank reconciliation Statement or
bank reconciliation ) &thimtsminniru)uGrgatayiaiin T ngjn

( reconcile or explain ) FAMNGIMINNIBHN] IVGNARNIMWMIAN T 8h

BUURMNIUEN AR {Avuis 1 misdjrunimi & [tji[?jij S ESiiafsh

0 ey nj ﬁ‘ﬁ[pl“lﬁ‘ﬁ mﬁ'mjlgmmmﬁs T

Example :
IsTigE mo Ifm (]S ABC msnamsizusInFsin annyuyj
AST{RGEHAIF

- ORAANAMANNISUBRNIIUGNGSS § 42,500 TAIEANJIIENAN
MM EN TN SESS § 37,758

2-  mlawamaldumsegruisiigé mo IGm 0sGgs § 6,244 1FlihA
nmitsligé 15§ 9

3- gmmmmmhméwmnmu?még%mms$167:mmgjthmﬁmm3
:%Gmsgafz?gm y

4- gnjiijmISfiLﬁfﬁnj[S“lﬁjnﬁmSﬁimgﬁﬁ Iy8 921 MISGA{MA $ 964 811
Ins2 925 1S GA{ma $ 1,085 1

5 mMUSHIMWMINNGEI MM SHEAINN:RANNSNIGENN{MYIS:
UgAKNAYNUIZ 1GM $ 14
- ghjﬁjmsﬁLﬁsUﬁBIHﬂﬁ pys tHrumnS FA{mA $ 700 HAji NSF

mitnns :

1

Qo DI3
= =
[
3o
Th
3
go
=
3
A
3

Il (M ARGE ( Pet
Lﬁi’jmﬁa’

FU§RUE RS MIT

sGHid MIvIa

9. MivIAayuS Lmﬁn:;ﬁ(Estabhshmg thefund)
yruSH{MANARIMSUR AN WMIIGMIfA ( eg-$ 100) LS
Ggsissgifangy L Lﬂ”thﬁmnmmmmmnmm It grg 918
eg fUSHt YrUSH $100 Lm‘msmijn; silaAa{mgoarg :
Petty Cash.......ccccevevviiciece e $ 100
CaSh..ueceeceeeec e, $ 100

To establish a petty cash fund.
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2). (UAUAMIYRUSGE{MANIH ( Operating the fund )

PETTY CASH VOUCHER NO.

To Local Cartage, Inc. Date June 29, 2001
EXPLANATION ACCT.NO. AMOUNT

Freight on parts 27 2 27
APPROVED RECEIVED

BY PAYMENT

3). Replenishing the Fund

gun IS N Uyt s mS UM AN ARy WiGAIR{AIGmY
Ui SO gwu§avdmwimangngitssiag gumitamuwin: hin
maqmgmmﬁts:qh@gwslﬁjiggﬁmmmﬁ:

Transportation iN..........cccceeeveevieieece e, $10
POStage EXPENSE.......cccvvvrverreereerreenreeninns 20
Travel XPeNSe......cccovevvevveiiecieieee e, 40
Miscellaneous eXpense..........ccoceverereriennnn. 25
Cash. ..o, $95

To replenish the petty cash fund.
4). Cash short and over

ann8is:dimiey AafRANA S (Credit) Gigiigimanantnnng

(Debit) 1
IV.  {UA§aAiG{s ( The Voucher System )
DEMONTRATION PROBLEM

The Blankenship Company uses a voucher system to control cash disbursements. Purchases
are recorded at gross invoice prices. As f April 30, 2001, two vouchers are unpaid: VVoucher

No0.404 payable to Askers Company for $ 850 and Voucher No 405 payable to
Company for $ 50.

Hanson

The Blankenship Company engaged in the following transactions affecting vouchers

payable:
Transactions:
May 1 Prepared Voucher No 406 payable to carol company for
Merchandise purchased, price on invoice dated April 30, is $400.
Terms are 2/10, n/30,FOB destination .

2 Issued Check No 385 in payment of VVoucher No 405,nodiscount
Was offered on this purchase.
3 Received a credit memo for $ 100 for merchandise returned to

Askers Company, Purchase was originally recorded in VVoucher
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No 404 (Record in general journal with notation of return on voucher No
404)

4 Prepared Voucher No 407 payable to Allen Brothers for
Merchandise with an invoice price of $950 on invoice dared May 3, terms
are 2/10,n/30 FOB shipping point, freight prepaid. Supplier paid $50 freight
bill and added $50 to the invoice for a total billing of $ 1,000.

5 prepared VVoucher No 408 payable to API, Inc, for cost incurred
to deliver merchandise sold, $ 120 terms n/10.

8 Issued Check No 387 to pay voucher No 404, less return and
less a 2% discount.
9 Issued check No 387 to pay voucher No 406.

12 Prepared voucher No 409 payable to Ames insurance Company
for $ 300, the three-year premium on an insurance policy. Issued Check No
388 to pay voucher No 409
13 Issued check No 389 to pay voucher No 407
14 Prepare voucher No 410 payable to cash for $ 2,000 salaries for
the first half of May . Issued check No 390 in payment of voucher No 410
cashed the check and paid employees in cash .
15 Issued check No 391 to pay voucher No 408
23 Prepared voucher No 411 payable to Maunders company for
merchandise with an invoice price of $ 300 on invoice dated May 22,terms
ate 2/10,n/30 FOB shipping point, freight collect.
24 Prepare voucher No 412 payable to short lines, Inc, for $50
freight on merchandise purchased on May 23.
25 Prepared voucher No 413 payable to bell Telephone company
for $ 125 for monthly telephone service.
28 Prepared voucher No 414 payable to we — Deliver. Inc, for costs
incurred to deliver merchandise sold, $80 terms n/30.
31 Prepared voucher No 415 payable to cash for salaries for the
last half of May $2,200. Issued check No 392 in payment of voucher No 415
cashed the check and paid employees in cash.
Required: a Record the transactions above, using a voucher register, check
register and a general journal .
b Prepare a voucher Payable account and post the portions of the
entries that affect this account .
¢ Prepare a schedule ( list) of unpaid vouchers to prove the
accuracy of the valance in the vouchers payable account .

B -

C. SCHEDULE OF
UNPAID VOUCHERS

VOUCHER

No. Amount
411, $ 300
412, 50
413, 125
414, 80
Total...ccovveeeeene $ 555
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UM E

7-2 :ﬁﬁ“LfgﬁﬁéﬁJmiémmﬁéﬁti%G e g inWhiteball MSUaYUSE{MA
rgnisiigé 1o feagm IpuyisissEsmsidy
seufvEIg IR AMinhnmuIs:AGsSuimaniatauifaigh anie
AR T |
10 AR YUYiNSURyWw§AG:aly $ 300 MU W{MA N HIEY]
unguiHs: 9
31 Apih tslgniemintisgrulGmsmuvAgsORImuIS:
G SV RUHE: AMTUI RIS oo $ 50.40
GAM AT ST 69.00
B MU EFEETNT oo eenseenns 4938
BRI G EFT e 50.62
Lmﬁtsﬁmmﬁhﬁméﬁ ................................................ 80.60
31 Apm mSIGmﬁmﬁijﬁmmsntﬁﬁj{immgméﬁtsz T
mitnns
A- i§miaspmmiviRayguSSmans 9
g- IgmiAnMMITINMyuE{mana 1
A-  Alinggis{ivdisis: gale AR NSG§S $6,785.2 ginahlE
IS: &isﬁmmiﬁmsmmnmn 1g tAfliggsRigigs ?
n-m {Audis ABC smsiminmiiisis iimiiaanSajigai [tﬁﬁjmiLﬁﬁ
nsm:mngmmmmnqmsLnULni;ummﬂnfﬁuﬁ fHumygams mAgam ga

MSURMSManAgegruima, mmmmmﬁﬁg USG, MNANNGEN AANISHI]
S usi§missirunImi )

IMWMINNGEMIMSUNMA ™A $ 29,500 181G F 30 1580 1 yu-
Ui SOl AT USRS 6052 B18HTY $431.16 ; IU8 6673 G GA{M
$366.00, U8 6174 G:FAIMA $ 530.61, IFUS 7611 GFA(MA $ 316.13, [AUS
7613 G:GA{MMA $614.04, IrU2 7622 G FA{MA $310.01, THIjMNISHEANS
wgnaneg)iAlGRudistsGgs §34,824.96 fHrUjH UMV AR{mAFRiEEY

I["Lﬂtijt’ji‘il§i’ﬁ“|é“l[21_ﬂwiUﬁELﬁHtﬁSﬁhmiLﬁﬁﬁéﬁljzﬂj‘lﬁ FiUm mstn
[maantEiiuGuiGsgs $ 6,365'.14313:5 mmaﬁ;ijﬁﬁnjmm}gmnmm:gn
DNIMEIL: ;

AN NFAAANA{MANNTS ). 156 30 1ga........... 34,824.96
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uigs yruyjn sO{arsTau s

oL (3 L DO 316.13
AL (3 T OO 614.04
PRI 7622....ccumieeeercreeieecesiesseeeeeessescsseeeseeeeee 310.01 1,040.18
35,865.14
IR I AT 6,365.14
B U TSIV SV oo $29,500.00
mitnn s
A- AANAGSSFAMATHUIANG 0un Ug 1 IUSIFMIESIUGSImI 7
2- nSJnjﬁnﬁjﬁ‘fﬁm A U UEARMIRUESIMITE U n e

G meGssidunnm 5um ms
ug 9
A- GRURINUAimsminn{pan 8] igan s (pvdists: 1

- 1slig§ 31 s5um m&mmﬁsann§:ij@ﬁh:ﬁjji:ﬁ“lﬁiﬁﬁﬁﬁﬁﬁjSﬁ?gn
HA S ShuaARIMWMIANGIMT T fRAINNISSIASS{RIGMIASiu

GBRIMIE 1 FDSUIRFGUIMA 80 uH{MASY iIMwmMInhEMINSUN

I

MIUSHGURNUIS:

mHONISE
A, AANRIGSSIugsIigd 30 Agn ARARNG{MANNISU] 7
2. missjrunsimirsiig§ 30 agm g
A, q:ﬁ;iqagggﬁjigrmmmnmﬁ gaﬁsmsmmmm T
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ESUNIRGGUMA
MuuiGe UGN
1 fAgm 72.80
3- 361.00
6- 280.00
8 - 510.00
10- 205.60
13- 180.14
15- 345.00
17- 42750
20- 90.00
22- 360.00
24- 625.00
27- 130.25
29- 280.50
30- 690.50
4,558.29
ARNE AT N
- §18ujig g grumAmyY
- ¢1sujiguRmAmy

Fsujigua{ma
MUUTIGe HUSYUU{NST | TUEN
176N 65 130.00
1 66 90.00
1 67 35.48
2 68 3115
4 69 60.00
4 70 70.00
5 71 515.00
9 72 62.50
9 73 13.30
10 74 28.00
13 75 650.00
19 76 125.06
19 77 40.00
19 78 85.00
20 79 24.10
21 80 38.60
22 81 65.00
22 82 162.40
23 83 150.00
26 84 15.00
28 85 270.00
28 86 105.20
28 87 225.00
28 88 355.00
30 89 25.00
30 90 45.00
30 91 255.00
3,670.79
W SAMINA{MA
Shyruyin SO
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vim#f ol
I MINNGESIAG
TRIMIMANGAY
Rt MIVMS - 24
gy st MimAma | muuige m’éﬁmj
31 fUM | 7,658.75
31.15 35.48 130.00 | 72.80 2 ngm 7,534.92
60.00 361.00 5 - 7,835.92
70.00 515.00 280.00 7 - 7,530.92
90.00 8 - 7,440.92
13.30 62.50 510.00 9 - 7,875.12
28.00 205.60 12 - 8,052.72
650.00 180.14 14 - 7,582.86
345.00 16 - 7,927.86
85.00 427.50 19 - 8,270.36
24.10 125.06 20 - 8,121.20
40.00 65.00 90.00 21 - 8106.20
162.40 360.00 23 - 8,303.80
15.00 625.00 26 - 8,913.80
355.00 270.00 225.00 130.25 28 - 8,194.05
255.00 25.00 14.25 S 280.50 30 - 8,180.30
7-5.  The following information pertains to Ulrich Company :
Balance per bank statement, September 30,2001..................... $48,900
Ledger account balance for cash on September 30, 2001........ 42,450
Note collected by bank............cccoovvieiiiic e, 3,000
Bank Charges. ..o 30
DePOSItS IN rANSIE....c.viveieiieeieiiee s 2,772
NSF check deposited and returned............cccccovvevieiieeiiecnnnnn, 252
Outstanding CheCKS.........cooveviieii e 5,154

Bank error deducted $ 150 from Ulrich Company account for check
actually writtenfor $ 1,500.
Required :

a Prepare a bank reconciliation statement as of September 30, 2001
b Give the necessary journal entries to correct the accounts.

7-6. Thansctions involving the petty cash fund of the Gordon Company during 2001

are as follows :
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Transactions :

Mar 1 Established a petty cash fund of $250, which will be under the control

of the assistant office manager.
Apr 3 Fund was replenished on this date. Prior to replenishment, the fund
consisted of the following :

C0iNS AN CUITENCY.....ecveeieceiecieerie e $ 163,85
Petty cash vouchers indicating disbursements for

POStage StAMPS......coiviiiiiieeiie e 27,00
Supper money for office employees working overtime 12,00
OFFiCe SUPPHIES. ...cvviieeecee e 10,90
Window Washing SErVICE..........cevereerieerienieseee e sie e 20,00
Flowers for wedding of employee.........c..cccoovveviieiiciecnnnn, 5,00
Flowers for hospitalized employee..........ccccoovviieniiiinnnnn 5,00
EMPIoyee TOU.........coveiiiieeecccece e 5,00

The employee’s IOU is to be deducted from the employee’s next paycheck.

Required : Present journal entries for the above transaction. Use the cash short and over account

for any ahortage or overage in the fund.

7-6.  The Baste company has decided to use a petty cash fund. Listed below are
transactions involving this fund in 2001 :
Transaction :

June 4 set up a petty cash fund of $ 75

22 when the fund had a cash amount of $ 10,45 the custodian of the fund

was reimbursed for expenditures made including :

Transportation in............cccceeeevivennnnnn. $ 27,50
POStAgE. ..o 9,00
Office SUpplies......cccocvvvvvvieieicee, 27,25

30 The fund was reimbursed so as to include petty cash in the financial

statements prepared for the fiscal year ending on this date. The fund
had the following befor reimbursement :

C0oiNs and CUIENCY.......ccvevevereiierieeiereiierenevenas $ 58,00

Petty cash vouchers for :

Employee IOU......cccoovieireieeeeree e $ 5,00

PoStahe.......c.cccveiiiece e, 9,00

Office SUPPHIES.....veireeeeeeece e 3,70 17,70
$ 75,70

July 1 The fund balance was raised to $ 100
Required : Prepare journal entries for all of the above.

7-8 The following date pertain to the Cloy Company :
1- Balance per bank statement dated June 30, 2001, is $ 20380

2- Balance of the cash in Bank account of the company books as of June 30,

2001, is $5,990.
3- Outstanding checks as of June 30, 2001, total $9,977.

4- Bank deposit of June 30, for $1,570 was not included in the deposits per the

bank statement.

5- The bank had collected a $ 15,075 note that it credited to the Cloy company
account, the bank charged the company a collection fee of $ 10 on the above

note .
6- The bank crroncously charged the cloy company account for a $ 7,000
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check of another company that has a similar account number.
7- Bank service charges for June, exclusive of the collection fee amounted
to $50.
8- Among the canceled checkswas one for $345 given in payment of an
account. The bookkeeper had recorded the check at $480 in the company records.
9- Acheck of crossly a customer for $2,077 deposited on June 20 was
returned by the bank marked NSF No entry has been made to reflect the
returned check on the company records .
10- A check for $ 890 of Moran, a customer which had been depsited in the
bank was erroneously recorded by the bookkeeper as $ 980.
Required: Prepare a bank reconciliation statement as of June 30,2001. Also prepare
any necessary journal entries.

7-9. The bank statement of the Yorke Company’s checking account with the First
National Bank shows :

Balance June 30,2001.................... $73,830

DEPOSITS.....covviieeieieie e 109,200
$183,030

Less: checks dedueted...... $108,000

Service charges................. 30 108,030

Balance July 31,2001......... $ 75,000

The following additional data are available :

1-A credit memorandum included with the bank statement indicated the collection
of a note by the bank for the Yorke company, $6,000.

2-An NSF check in the amount of $2,760 was returned by the bank and included
in the total of checks deducted on the bank statement .

3- Deposts in transit as of July 31 totaled $15,000 and as of June 30, $7,200

4-Checks outstanding as of June 30 all of which cleared the bank in July amounted
to $10,200 checks outstanding as of July 31 were $24,600

5-Balance per ledger account as of July 31 was $ 56,982.

6-The bank added the $ 12,900 deposit of another company to Yorke’s account in
error.

7-The bank deducted one of Yorke’s checks as $ 900 instead of the correct amount 9,000

8-Deposit of July 21 was recorded by the company as $ 1,911 and by the bank at the
actual amount of $2,019 . The receipts for the day were from collections on
account .

9-The deposits amount shown on the bank statement includes $300 of interest
carned by Yorke on its checking account with the bank.

Required:

a. Prepare a bank reconciliation statement as of July 31,2001 for the Yorke Company.

b. Prepare any journal entries needed at July 31,2001.

/LN
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CHAPTER VIII

imeutidisisi]e (Learning Objectives )

i sAnsiissiscynfnmoiagh
e  BANS{RIGGHU
. ﬁﬂﬂ§ﬁ_yﬂjjtij S miAHym
e UQN{RIFGIU
. gfu:;s”: IsHluugulg
e  USMUGIS 8N ﬁ“lilﬁ‘s‘ll“’[ﬁ"l
. {m#ie

GUHIUGIS ( Uncollectible Accounts )

g 8SMGIUYUMSIS 1 gaminaiin Sanmuismi
mgméhﬁmmfﬁm:ﬁ‘m@jhﬁ}nﬁﬁd}ﬁﬁnﬁm:m: g
Eﬁfﬁmmaﬁnﬂﬁmﬁsmamgmmmm@§lt| IS e MR IH WM

o al al

samunsigi fyw 1 ondndspnanmisamuwisannSipyussms
( uncollectible account expense ) I tjF s UMISIgRIMWMAN UGN i
mnhﬁmjmsmm:immmm‘htﬁmﬁ%igéaﬁ@@mzm‘?mghﬁhﬁqg 81 o
ﬁgsmm}ﬁmmﬁfg y | | |
2NN isigiien annS{Hi¢grUtISESS $200,000 1aRMINSH]
mjh?mgmnﬂégﬁmgm‘fﬁm%smé@gmmammﬁmﬁmsmﬁjﬁamﬁgs
iUy um smém‘fmm $ 190,000 1
islgaien mgigagoanmus:

MG M AN ST TS TS i 10,000
anng ﬁjijjtij ( Allowance for doubtful account....................... 10,000
igiAnmmMisamwann§{uyusSsms 9
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miemisamuwann§uyrussmegsny)udisann§sSamuwnig)ats

ann§uijwiusigiamueidupivgwiaiganmisannSiais g

( face amount of account Receivable ) ;ﬁfgggm@nﬁSﬁﬂﬂﬁLﬁi;gm ANMNn

ARjMIRUNMEEANIMY ) |

GEM Shop
mnagjmigwiga
15 & 31 13 2001
{$NjESGIS : )
U OO RRT $75,000
BRNSTATG GO e $200,000

U ;mémq}m ............................................ 10,000 190,000
BUTTER S LYoo 300,000
BUTUTF ABTS coovveerremreereeeressssenesssseneees $565,000

2. AANSauij: MSUINMWAMEwE s WSt inthyshidann§iai
GG UNMBW{UYEMS IWanN8{Ai¢§ugwAMESMG{UY M SI¢ 1
m'_”ihﬁismtiq:mhﬁmmsgfﬁméﬁ%ﬁﬁs AMYLWIRYE umMumimars:
Ig '1[uﬁhﬁﬁsmﬁq:mhﬁnﬂmSgiﬁnnégﬁi@gmmsfm'mﬁjﬁgm‘fﬁmm
Swuniauminginsa q:mhﬁmmsgiﬁ”nnégmmsm@:m Ann g i
mﬁmfnéwmﬂmmﬁnnégmﬁwnjms ( Contra — assets ) T AANSAANHIY
(Valuation account) 1 |

3. nfjuansannfaoijtu: g andng)uis:
A, Annamwisann §Lm’9 ¢ nU ( Aging the Account Receivable )
angpisgrutinuyudnnafvamuimismouime T iadsoiuh |
;G{inﬂﬁj;s oM Siawnrnwndimsinojwmnpyrudsms 9
tuﬁ"ﬁnnﬁr}sSmnﬁijnijmmtﬁnhnmsmhjmtmthimSnGSSﬂmm

IS A ﬂ.ﬂSﬁJ’iﬁl‘jUjG[m Ln’tiSEitU‘J fsmnns Lnfggﬂj[uﬁjnﬂﬂmﬁlﬂﬂn[S
nns JUJﬁJﬂULnB’SB’Uij ISs iG[U‘IUj[(}UUnUmﬂj[uB’Lj[mtﬁmSnﬂﬂSmaJUj

(W)}

v

hat
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AANS{RIgGUMNH WISy

GAmA  mansismipyussms AN Uil
gsnsiansiguil 18,000 1 180
rf1-30i3 10,000 3 300
1)y 131-60- 4,350 10 435
) fufl 61-90- 1,000 20 200
iGesfl 901G _ 1,650 50 825
$ 35,000 $ 1,940

MisSIQUIS UM ANIAHIMINARANS U WG Ss $ 1,940 TUSINMUG AU

im{pif8apduuanjisann§uijwads 1gumniiannSnsusEiANA S

GS8 $ 500 ARG A GGONIMY

ﬁnmm*gnnéuﬁgmﬁsms .............................................. 1,440

BN S BUNTIT e 2,440

ann§runjwrnwipimusgsidums{ubn |
mm§ngnj€ism8fﬁammmmismsmﬁﬁqg
I§)alNWANNS MiGAMwaNNS{pyudsmsmumaityis
MiANgANEISYWw I 1snnitd uiRifwaniyjurssicdmsann§{uy
"éjs‘fﬁmgwﬁ:ﬁéhm:mﬁg%:s:méﬂmm?ﬁtszmm?ﬁimmmmh

T
T
(4
o)y
hati

FUGLifU ( Income Statement approach ) 1

pugatiusiinuisgIAghyas:MitnMwann Uy B8 M Mu]
¥ 1% IsMinfingg BSIGugivgujsusnuG: il vuanjisann8ywGgs
HENIMYIL: : |

RANNS RANAS
FTERU Pl $1,260.000
USRI SMIUA . s $40,0000
AU G R 20,000
B PO oo 1,500

IE{AIG AU HENRI{MYIL:
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MIGAMWEANSTEUBTSMS s 12,000
AN S FUNTUT e 12,000
igiAnmmisamwann§iuyrussms
imngmUmuiie: usaiiuisiaunsisann§uijwdsmsmingnés
SuminnnGgsisMiGRjitg

e &%

4. MIRUHAANS{RITg G iUy UEsms:

gninn simwinugeag anndangialsgisimsgoanmy

IS<:
AN STATG FOU .o 200,000
U BB AR U oo 10,000
pUgHtISTigE 27 uAn 1995 mBiAyHASNS a5UA MSind (Bankruptey )
W ARNS{Riggrulimanlpieimuasail m‘f T IRRIARMEEONIMY
A

AN AU oot 1,000
AANS{RIGGRU IANARTUR. oo, 1,000
ann éma’%mmmﬂnﬁmn T
BIRGIMIUT : G§SeUgIsH nnsLm’s;gmﬁsmsmiwwm:mmmmmﬁ
ISS1G ] ;Gﬁﬁsmt’igs‘fﬁmmﬁ:s:f’z}hh@sfﬁmﬁgws*ﬁnﬁémtﬁmmsmﬁﬁ
NRAMAM UMM SN RIAT AT UG AsIgamits v
G ¢ 1

¥efd

5. mitargiuimsinnanipigguliiumsut :
ANZOMIANONIN UM NI AR YA T SWANWEA s idis
iU nSh{aitRrgRimgsanmuIs: ;

AANS{FIF G IR RTUR e, 1,000
ﬁaﬂﬂéﬁj{‘ﬁtﬁ ................................................................ 1,000

AaMIIRImSiann§{pisgrutinnt 9

g ettt ettt 1,000
AANBTATG G PR TR oo 1,000

YA {MMITR{MAIUIIANA fUR 7
6. 1I]UUSATHAS ( Direct charge off method )
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ny)uIssggruan Mt amwann §pyrudsmsishinnutduann§ni
GEUAMAMAYWMUWIFMSATU 1 iy]urssnnunuding )

aasanutgSusamwidnuanaés 1 isinuann§nfiSusnmypApimsa

nnﬁmmgnj%smsmmfjmﬂéts:;mw:ﬁmmsémwﬁmétﬁgmésms

HEONIMYIS: :

MG AMIWEANSTEUBTSTIS e 250

AANS{RIG G IR FUGTH.cooereererererreneeseeresenenenns 250

Iﬁﬁjﬂjﬁﬁﬂﬂéiﬁi?gm IR YN Wwpgudsms 9
Il. SRA1FIS ¢S (Note Receivable )

GaN{AI¢ gt AG SN MW RTHAFSUAETvAE widhisin
mhngiégasémmﬁﬁmﬁmﬁgm 91 gﬁq:m‘g:mmi}n“jﬁgmsm§hmhts:m
I EAUH (Maker ) 1 wHATH mms‘muﬁtm WHISIUNNHAG G U
(Payee ) TMANSSIARIAAMIIMANUMINMAIS: It grFH{mmiimAtada
E’ﬂgzlfﬁfi[m‘Si}ﬂmﬂLﬁiﬁ?éﬂﬁm[nLnimnU§S[§[qunnﬁ“liLG‘ln 1 IglHuG g
mjz“nmﬁisgﬁij@n;tgimﬁmf;&ﬁ;@m?g‘fﬁmﬁtﬁ T

1. ﬁnﬁtsmjﬁfmﬁ”ﬁ’gnnggmgm

UM m?hmsggmﬁnngfgji@gm‘fﬁ AUHSH{M 12% § Marvin nami

al

sRHMYWENANNE{RIFE $ 30,000 ITH{RIAG{MHGHIF :

10 ORI G U e 30,000
’ ﬁnﬂéami@gm ................................................... 30,000
mnﬁmé%mﬁmtﬁa’wm 90 1§ fSrumnNR{FIg g
11 & 31 [uﬂji:’ﬂuFLIT‘IUmﬁﬂmﬂS[tfi'iﬁmSEFf‘jﬂjﬁ}fii‘li“[)m"ﬁﬁijﬂnﬂlsc‘?
ISR {RIG A EORIMYIS: ;
31 G AU{MARIG AU (Interest Receivable ).......ooreeerevreennee. 300
) t"mp mm”sLmﬁ (Interest Revenue ).......ccccooviiieiiiiniinnenn. 300

AR{MMIMATEUIASIER
isTigE 1 8 (9o Igimwinniismonn ) & migldupipyuima
(Maturity date ) RSB{RIARIMMIPYU{MAGERIMEISE :

J

LIRS 1 1615 PO PSRRI 30,900
TOUTETG FPU oorvvrreeeeseeeeeeees e 30,000
AV {IATTG G Ui 300
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B R I P 600
WYMATTANHTE§UR 1R B8 7
WHUIGANN AN WIASSMBUAMANSIAG (R EORIMYIS: :

AANEATF G AR BSornrrrreerrererreeesseseersessssenene 30,900
ﬁ‘a%nn TG G U s 30,000
AT G G P senesessenens 300
e 3N T Uy FE ) SOOI 600

gisanipisgrutgimann§{Rigguim
g’smmr:wﬁgﬁhﬁ:mmm]hﬁagmsﬁmﬁtmmtﬁﬁgmsmmﬁ plsitiiiicy
PIBSH SMIIMAIAGIG U ERIMYIS:
TONTFTFFIU T 10,000
%nﬁgmi@gmmﬁ} ................................................... 10,000
tﬁﬁgmsyﬁ}mﬁﬁfmﬁsm:mm 60 15 H{M 14% °1
2 Mumjﬁﬁnmm%m ( Discounting Notes Receivable )
Lnﬁmsm;Lﬁsmsananiwm:mmmmswm I inhitht
M8 §FUATIMITISINN {0 ( Proceeds ) ISTAN 1 8 innIsiig 1
i {ABUIS ABC MS§GrUtAN{Eig§ru 75 1§ H{M 12% G:FA{MA $ 8.000
At ﬁ;‘}mmszma’{pgmtsﬁgé 14 mgn 1181 16 A ABC M8
ANIS I 55 1 A EE TN S 15% TN ERNEsaR MY

]

]
N
¢

=0 3

e

IS:
§ﬁLm 21{35R8) AN (Face of Note )...ccooveiiiiiici 8,000
UISBMI{MA 75 [G (8000 50.12 575/360 )..ceovvvvernrerrreeenneee 200
FIGIUY IS ((Mature Value ).....oceeveereeeeeeeeeeeeee e 8,200
YRS MIVMNIGESIN (8.200 5015 560/360 )...vvvvvverreeens 205
RSV T S, 7,995
IB{RIG UM GORIMBIS:
msz}n ........................................................................................... 7,995
B AU T AT Aot 5

AL L 8,000

AT WIFEIMI
ITHAIGMOANTSN S gMNUAIGHA AR UR{M AN WEMITMm 9
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AUATANIS S IA{RIG HOaIF :
AANSEIF G GNAW oo, 8,200
FU G [l 8,200

ABMMITA{M A WEIMIGIMSan{Rigg i ¢pawd Amsui
3. UappisgruiinuadSumiima

NAINIS SRR

BN STATG GO oo 10,000
msﬁnﬁglﬁsggmumzig ........................................ 600
ﬁﬁtmmssgmfmngmmg'm 6 f2 H{M 12% S AANS{HRIFG U
ﬁf8[Lﬁ1ﬁjﬁﬁ§mf§§U31 §IARIGEA GO NIMYIS: )
MU IBUAN{RIFG U e, ettt 200
'ﬁngmmsimﬁ .......................................................... 200

ARG AN UMI{MATTUIAS 9

)

-3

1Is1iG 6 31 g algistani 10.200 7 uAGAIGUA{ABUIS{RIARMMI
GGUIMAGGNIMYIS:

P G 1 .eeveesseeeessssseeesssssseessss st 10,600
AU GO NTATF G P 400
e AT U E A V) OSSO 400

4

G
5
S
<
C P
2

L L 10,600
:Sﬁéﬁima‘qumﬂsm:mﬁhéh:‘Lﬁmmmﬁ]ijmjﬁﬁnﬁjﬁgﬁhﬁsisﬁnﬁg
{RiggU 7
T ¢2yjS:I8HIYUGU[S ( Concept of Present Value )
BUMEAMNGUAGNSMENIN]U § 1 47 IAUA N WS $ 4,000
HAG DA WmMIANEe gruaInGiw: N YWFIRIY $ 4,100 BWAWwWHAGE
[0 mmﬁnﬂmﬁmgmﬁ}”nﬁim:mmﬁsgﬁghﬁig $ 4,250 NRHAGIUAMYIY)U
am ? m’.’mmétﬁmmﬁ'nmﬁg;mtﬁﬁmm:mmﬁﬁigﬁgqjg;m LS AN M AU G U]
S I B WA TF AN U6 A G AN IR 9I8) A IR iAW G
yus 1 evimuisiunm At anpisguldumangaaigugyg -

TOUTFTF G FUorvvrrreeeeeereeseeneseessss st 230,000

>

MU G TN TETFF U 30,000
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FITEEU Pttt 200,000
UA ¢S Mmisnw Evan WM S ¢ grudan{aivd 1 g1
IS1GRg) (4 IIMWInIGMONN ) IBRIRG{M §EARI{MBIS: :
AU S IB TN {RTF G RU e 10,000

GO U I Aot 10,000

AAMMITMATHEUIASIER
IMWINEG 9 {1 ISTNMIAG GRU{m ARG t:

P G [T vevnmmeessneeeesseesess sttt 230,000

AU GO TETF G P 20,000
%ngmmsimﬁ .......................................................... 20,000
TOUIFTF FPU v 230,000

ms:m]umjﬁémgﬁhﬁﬁs"gﬂnggmgm
NG Hiy $ 10,000 UIgEMI{MA 12%  UANGAIYIBUMUAIMI{MH
TAN{FIF G 10,000 GAN{RIgGIU..... -r 10,600
%nnﬁmisgm ............. 10,000 %sum:ﬁnﬁmﬁmh ....... 600
’ ﬁnnélmmgn; ............ 10,000
{#0)jOIS: {#R)juIg: )
TAN{AIFF U 10,000  GAN{AIFFM . 10,600
) Ugm'gwm@:i}nﬁg@f@gmm 10,000
MM ATTIFG U e, 200 MU TN {RIFGN e 200
i’an}mmsmﬁ ................ 200 'énym%sLmﬁ ......................... 200
{#R)jOIS: {#R)jOIS:
TONTRIFG U e 10,000 TONTATIFF U e 10,600
miLma'ﬁLga’sgm ........... ~ 200 10,200 Ugmgwm@:ﬁ%ﬂ@mgmm 10,200
UL I 10,600 UL ) P 10,600
TN G 10,000 AHUMITANAIFGN...coc 400
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AI{MAFIFG ..., 200 Ef 3N TAUE R R v) Ko SOOI 400
GANUAIMA o 400 TONTRTIFG Ui 10,600

II. GANIGIS
manbsistnnusig § aanfpivi oanpivh magissianmpivd
IgAywistan iy §eh Gl
{m h E2{AiUa 1 U
1.a‘ﬁn.n§[f1‘i’ij1‘:] ann§{pivhgsmutuiicath ann§{pivagamigm
( Trade accounts;ayable) 81 ﬁ”ﬂﬂ§Lﬁ5Uﬁ£i§Jh ( Other account”payablle) Tt
ms:u?mm:nSJn}ﬁﬁnn§L§5Uﬁmt£§s~aﬁttﬁwqhmtﬂs&gsn 9

4
-~ a
niks

SIu anms*lmts ﬂSﬂjnLnfUij

2. Sn{piuh : Sanis:pnsmisin

[l G MIGm{gnjmin
miGmé8m T midgruann§ipiuh fdrun :

AnNg 9
G

It MU A AITR G M MIS{MAIRRA{M GO IMBIS::
FU G lereermeeneeesenssesessesss st 10,000
GOOTATUR e 10,000

]

SimAfEIMInUIus: 100 6 I8 NWHISH{M 12% ]
IS1iG 6 31 § (2 I8 IMWINAIGMU AN ) IRG: A GORI{MBIS: :
1%nmm‘miimﬁ ............................................... 200

AT A IO e 200
[ﬁﬁjﬁﬁmeiU”ﬁLmﬁ[ﬂj’finnﬂLﬁiUﬁ y
NSMitARAHGSSIUUANIN Wig R MIi{mAaKd 9 nt‘lnmﬂ[S Gt

<

JENIMUIS: :
FU G 1 .veeveessmeenesssessssssseenssss e esssssseesssssenseees 10,000
AU ST TETUR e 600
'ﬁnnmﬁi%ih .............................................. 10,600

AfjuFInmIEmAsigndanEivaidunsHim 12% 9
:mqmz 5 (2 PR MtEsA) GG AHGERIMEIS:
ﬁnmmm”mmﬁ .................................................... 200
MU WO ANTETON 200
ﬁf'ﬁmesLm*ﬁ‘fﬁm;ﬁasmjhé;mzi’i;lnn@mh antgatanuismangy
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mMi DM e§enimuIs: :
GANIGIS :

UGB ANTETON s 400 10,200

Is1ig 6 9 8s tnuigirumsui weshiaim IR EIG AT

TONTRTUR e 10,600

&t T e 400
MIUSWOANTETON o 400
VRS IO ettt 10,600

A{M MG Eivh
mhlLﬁ"IUES:ﬁt’ﬂ““I;ELUJUIE:]U“*LMI’E}[‘LI‘ILW’U&'
minp]uiyguémeiniistanpivn
GanG:aty $ 10,000 UIgEMI{MA 2 % i}nnﬂti:ﬁblﬁiﬁﬁm nSlabinhinty

UL} L S 10,000 UL} ) 10,000
BANS{RIUN e, 10,000 MU TAN{RIUH 600
Unﬂ‘[jﬁi’;jﬁ ................ 10,600
UANIGIS UANIUGIS )
GAN{ATUR s 10,000 TONTAION. e 10,600
’ U§Ujﬁﬁgﬁm UAN{piuid. 600 10,000
GAM AT A, 200 t"mmmm':Lmﬁ....”. ............ 200
MIARTUR e 200 mmglw:ﬁnng@mﬁ ...... 200
GANIGIS : GANIGIS :
TRNFIUR e 10,000 TR e 10,600
‘“IiLmthm’Uh ............ 200 10200  URUIAIU: TN{HTUR 400 10,200
GAN{ETUR s 10,000 TANEIUA e, 10,600
MM AU s 200 GAMWAIT A, 400
t"mmmrﬁqmﬁ ............. 400 MivmeUanEiva..... 400
UL} 10,600 mgp.'. ............. S 10,600
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lIl. {mie (Payroll)

[mafgdmmisnmuwywisis{pudis T ayymi 1 iGegfrsiglig)aim
Afgmsminnds §i miviiagg :mt'nmﬁnﬁﬁmﬁ[,mﬁ‘fz [ﬁLﬁi’[ﬂUﬁ[EﬁUEﬁ
imate uinmAdiigu mimangho 81 miviisgg T uuimsAnuanie
W ARG U uAmisamwadannuidunhés ;mthnnél"l
jmtﬁtﬁ[ﬁuqzlrjij§§1Sﬁji§§t§‘ﬁ[9‘l : |
+ ﬁSﬁL;flﬁLmﬁlejnﬁﬂjiUﬁJ’g[Uﬂﬁﬁ ( Employee earning record ): ij“lt'ﬁtiﬁ'j
: (Federal laws ) 18 AUIHIWHISAANF MG RSN ESHA{MATSIUAIUF D
A AsHmAMAGANIS: Shumminiwidi§hndminn: Maiwinsé
A ¢sh iygrudimini iglegidtsa 8h nivsmiisig)aivesugnia 9

Employee Earnings Record

Name SNOWMAN social Security No. 107 24 4260 Employee No 6
Address 52 Allendale Road Sev. Male(x) Female () Position Salles
Dunwoody, Georgia 30338  Single () Married (x) Hourly pay rate  $10.00
Date of birth July 14, 1976 Withholding allowances 4 Spouse Bardara
Date employed March 12,1996 Date terminated Telephone No. 395-1776
Earnings Deductions Payment | Cumulat
2001 ve
) Federal State Medic Check )
Period Total Earnings
Regular Overtim | Gross Income FICA Incom al Net No..
Ended Hours
e Tax Tax e Insur- | Othe Pay
Tax Ance r
Jan 2 40 400.00 400.00 26.00 28.60 6.89 20.00 318.51 570 400.00
9 40 400.00 30.00 400.00 26.00 28.60 6.89 20.00 318.51 570 800.00
16 42 400.00 430.00 30.00 30.75 7.95 20.00 341.30 582 1,230.00

+ G18upigIA{MA (Payroll Journal ): (v dis g s GBI M I I8 UiG
SR msmﬁnﬁmmﬁmmsm:mmfﬁmmﬁﬁgﬁnﬁmﬁ

o ( Payroll Jounal ) fay i;j
fi fi ( Payroll Journal ) JEH1SHIGNSHANNS
L
) fU

nISUﬂﬂJ‘n i 98181{]
( Debit Column ) 85N
NS ( Credit Column
2001

Mar.27 Sales Salaries EXPense..........ccccoevvviccivnviiniiiieieeeeeeeeen. 1,780.00

V_'Jg 333

tﬁLm"ﬁfz ( Salary expense ) IUTLISFHIGNS
ﬁﬁLmLm fitg{piud (Salary payable )
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Delivery Salaries EXpense........cccccveveeeiiciiieeeeessciieeeennn 300,00

Office Salaries EXpense.........cccoooviiiiiiiiiiiieiceeeee, 320,00
Employees ‘s Federal Income Taxes Payable....... 193,00

FICA Taxes Payable........ccccooiiiiieeee 171,60

Employee * State Income Taxes Payable ......................... 45196

Employee * Medical Insurance Premiums Payabile........... 90,00

Salaries Payable............cooooiiiii, 1,899.00

To record the payroll for the week ending March 27.

Payroll Journal

PAYROLL JOURNL
Deductions
Date Employee Sales Delivery | Office Federal State Medical Salaries | Check

Week Salaries Salaries | Salaries | Income FICA Income Insurance payable No.

Ended Expense | Expens Expense | Taxes Taxes Taxes Premiums | (Net

e Payable | Payable | Payable | Payable Pay)
Mar.27 Ronald Kyle | 400.00 26.00 28.60 6.93 20.00 318.47 642
Rick Larson 300.00 22.00 21.45 3.54 10.00 243.01 643
Lou Mason 500.00 41.00 35.75 11.40 20.00 391.85 644
Arthur Niles 480.00 43.00 34.32 10.86 15.00 376.82 645
Sally Wallen | 400.00 320.00 31.00 28.60 8.08 15.00 317.32 646
Betty Yates 30.00 22.88 5.15 10.00 251.97 647

1,780.00 | 300.00 320.00 193.00 171.60 45.96 90.00 1,899.44
UM &

g8-1. milmaRANS{RiIgGUIs{vyis islghgmsivhicA{fvgsanmuyIs:
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BEFVSH PTG UD e $ 162,000
1-30 FGUIAUR LN oot sssss e 90,000
31-60 FGUTEUR LU F oo 39,000
61-90 TGUTEUR LU B .veevoveoeeeeeeseesseseses s 9,000
90 FGUIAUA AN B creerncreerreerieeeeesesesss s essss e 15,000

MmN ESAghumTTwAmMi{uy U (Avdisms{umnnmaiw
IsMifpy S smeiv{nudisSywy gﬁmmmmé: (nufyt 1% (v §hi
4% (Au§s 10 % Lﬁﬁégé 30 % SR{ABEF{M 50 % wsm;;uq:ﬁ;nsﬁgé 30 1
ﬁﬂﬂéﬁjhjtiij‘h:LlljJ RANIS $ 5,400 )
mifansy :

A ANNSIGSS{UH ANISMIfU B S MSIuas AANS{RIFGU

2. uGiimig:fjisintannfeuijus )

.gumsusligd 10 van isglupundamsdnthann§ipisgruliu
i srgjtsligé 1 agnitrumsEama $ 5,000 gwmms;mmﬁmm:
HASNSAJWES (Bankruptey ) 7
ginamdy] utann§{pisgu 9
8-2. My i m@mmamﬁéémfms IG5 MinuASInHS g giathmin
anjiiwatingmspmnansamwann§iugrudsmesmmatwisminiftiagg 9
mawikutagd 0,5 % Ismirufisgg Miamifaidrysmsmndsiy
{Afvamuann§ WM SeuBRjRANEA $3,900 HSINUGSH]T
JIgsaus t§ sdnsthyigjuisigihayjudamumwisipvdisfyw et
m (i[UjUﬁ“lﬂhﬁﬂij;) T |

1IS1iGE m9 g anNSFiFgrUTISGSSAUIU $260,000 16§ S RIIUIS Y
gﬁhﬁmémiggmyﬁgmmmaﬁhﬁgs $ 46,000 M WINUASAJUNR G ANS
S8 Y NG AIEMATIWMINAURE 10 % 16InnARANSEiIggruSsN8EN
IudimIaiinhmimavdens 1% )
mifnnsi:

A annsisgsfaimannn§ipyudsmsidumhinndssn anndy

G ¢ NI 260,000
g jubnagmmigaag gjropumnwpiSamiinuameanmis:

hat

i

o’

Q<

[}
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8-5. Durlng the year ended December 31, Rockport Assomates had a number of
transactions relating to accounts payable and notes payable. Among these transactions
were the following :
Mar. 6 Purchased merchandise from A.B. Hayes on open account,$25,200.

Apr. 8 Informed A.B. Hayes that it was unable to unable to make payment as
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Apr. 20

May 15

Oct. 20
Dec. 8

Instructions :

previously agreed. Issued to Hayes a 14%, eight — month note to
replace the open account payable .

Borrowed $48,000 from Third Nationl Bank today and signed a six —
month 16% note as evidence of indebtedness. The interest was added
to the $48,000 amount borrwed and included in the face amount of the
note .

Purchased merchandise from Birmingham , Incorporated, on 30 — day
open account, $ 19,200.

Paid note (principal and interest ) due today at Thitd Nation Band.

Paid note (principal and interest ) due today to A.B. Hayes .

Prepare all necessary journal entries (in general journal form ) to record
the above transactions in the account of Rockport Associates. Show all
supporting computations as part of the explanations of the journal

entries. Adjusting entries are not required.

8-6. During the fiscal yended October 31, Dunleer Corporation carreid out the

following transactions involving notes payable.

June 6

July 13

July 21
Sept. 1

Oct. 1

Borrowed $11,200 from Tom Hutchimns, issuing to him a 45-day, 12%
note payable .

Purchased office equipment from Harper Company.The invoice amount
was $16,800 and Harper Company agreed to accept as full payment a
12%, three-month note for the invoiced amount .

Paid the Hutchins note plus accrued interest.

Borrowed $235,200 from Sun National Bank at an interest rate of 12 %
per annum; signed a 90-day note withinterest included in the face
amount of the note. ( Use Discount on Notes payable account .)

Purchased merchandise in the amount of $ 3,000 from Kramer Co.
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Oct. 13

Instructions:

Gave in settlement a 90-day note bearing interest at 14 %.
The $ 16,800 note to Harper Company matured today. Paid the interest
accrued and issue a new 30-day, 12% note to replace the maturing

note .

a. Prepare journal entries (in general journal form ) to record the above
transactions. Use a 360-day year in making the interest calculations

b. Prepare the adjusting entries needed at October 31, prior to closing
the accounts, Use one entry for the two notes on which interest is
stated separately and separate entry for the Sun National Bank note

in which interest is included in the face amount of the note.

8-7. The following transactions relating to notes payable were completed by Desktop

Graphics during the three months ended June 30.

Apr. 1

Apr. 16

Apr. 25

May 11

June 15

June 18

June 24

Instructions :

Bought office equipment for use in the business from Stylecraft, Inc; for
$39,000, making a $5,400 cash down payment and issuing a one-year
note payable for the balance. The face amount of the note was $38,976
which included a 16% interest charge. Use one compound journal entry
which includes Discount on Notes Payable.

Paid $15,000 cash and issued a 90-day, 8%, $27,000 note to Hall
Company in settlement of open account payable in settlement .
Purchased more office equipment from ADM Company for $52,200,
issuing a 60-day, 9% note payable in settlement .

Borrowed $216,000 from Manufacturers Bank, issuing a 90-day note
payable as evidence of indebtedness. An interest charhe computed at
17% per year was included in the face amount of the note.

Purchased merchandises on account from Phoenix Co, $54,000.
Issued a 60-day note bearing interest 9% in settlement of the account
payable to Phoenix Co.

Paid the 60-day, 9% note due to ADM Company, which matured today.

a. Prepare journal entries ( in general journal form ) to record the listed

transactions for the three months ended June 30 (Use a 360-day
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year in computing interest.)

b. Prepare adjusting entries to record the interest expense on notes
payable through June 30. Prepare one adjusting entry to record the
accrued interest payable on the two notes for which interest is stated
separately (the Hall Company note and the Phoenix Co. note
The other adjusting entry should record the amortization of discount
. on the two notes in which interest is included in the face amount

(the Style craft, Inc, note and the Manufacturers Bank note).

The ended Chapter V1II
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CHAPTER IX

MEASURING AND REPORTING INVENTORY

I I IS ( Learning Objectives )
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inventory method

e Merchandising Company 18 FNIINA AN & Merchandise inventory or

Inventory
Manufacturing Company B18 ENIINA ﬂénfiﬁ:

- Raw material Inventory
- Work-in-process inventory
-_Finished goods inventory
Cost of goods sold = Cost of goods available for sale — Ending inventory
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2. aanSigiu¢Sminnumsun 8 IgiluéSminnisiauns
( Compute the cost of goods sold and cost of ending inventory ) :
qhmmnnswmmmﬁm?m?ﬁmm; G GENIMBBAD
a. Specific identification method (?ﬁﬁj‘lm{ﬁnﬂﬁt’nﬁﬂﬂﬁ )
Mhan{aisimsAnnampamiannsm & Axigardsmipnn 8
e Annistaunstffagiithyguins

b. Average cost method (?ﬁﬁﬂLﬁgﬁ?MHﬁJH )
IE{RTJuy g Imy:
Cost of goods available for sale

1) Average unit cost =
Number units available for sale
2.) Cost of ending inventory = (Average unit cost) X (Number units of
ending inventory)

The first — in first-out method ( FIFO ) (?fi ﬁﬂ{ﬁjl‘j UESIGMYS)

ENRgIS: mSnnnnmgsmnmsummsgme:Lﬁm;
ﬁﬂjLnimSﬂjn[Um[‘}“limi:iS[n[uiU[U gsm:umm‘lm
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a
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d. The last-in, first out method (LIFO) (?ﬁﬁﬂqugthﬁ‘l LIIGMYS)
hangisimsinnaméSmamidumsd muumWiARims
UAIGMIFTMusIaIgmyugmniiuMmGuams

EXAMPLE:

Information relating to the inventory quantities, purchases, and sale, during
year 2 is shown next.

Number of units Cost per unit Total cost Inventory,

Jan 1, Year 2....cccoveeeeveenannn, 100 $80 $8,000

First purchase (Mar 1)......ccccccceevvevieiinnnnn 50 90 4,500
Second purchase (July 1).......cccccocevvrnnee. 50 100 5,000
Third purchase (Oct.1)....cccccovevvviiieiinnnn. 50 120 6,000
Fourth purchase (DeC.1)......cccccevevervvennenn. 50 130 6,500
Goods available for sale.............ccccovvnnee. 300 $ 30,000
Units sold during year 2............ccccevevuvennnne. 180

Inventory, Year2........cccccvveiiiiiienieniene 120

Instructions: Comute the cost of the December 31, year 2, inventory and the cost
of goods sold in year 2 using:
a. Specific identification method: by assume that 120 unites of ending
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inventory (50 units from purchase Mar 1; 40 units from purchase; 30
units from purchase, Dec 1).

b. The first —in,first-out method .

The last— n, first-out method .

d. The average — cost method .

o

SOLUTION TO EXAMPLE:

a. Specific identification method
+ Inventory

50 units from the Mar 1 purchase @3$90.............ccccvvneeee. $4,500
40 units from the July 1 purchase @$100.............ccccveee.e. $4,000
30 units from the Dec 1 purchase @$130..........c.ccocveeeee. $3,900

Ending inventory, 120 units (at specific identification cost) $12,400
+ Cost of goods sold :

Cost of goods available for sale ...........ccoceveveieiiiiecrccn $30,000
Less: Ending inventory (Specific identification ).............c.......... 12,400
Cost of goods sold (Specific identification )............ccoceovrvnnnne. $17,600
b. The first-in, first-out method:
+ Inventory:
50 units from the Decl, purchase @$ 130.........c.ccovevvvenennenn 6,500
50 units from the Oct 1, purchase @$ 120.............ccccevenenne.. 6,000
20 units from the July 1 purchase @$ 100........c..cccoerernnnne. 2,000
Ending inventory, 120 untts (at fifo cost ).........cccccevveviiiennenn, $ 14,500
+ Cost of goods sold:
Cost of goods available for sale...........c.ccccooeviviiiiiiciiiennn, $ 30,000
Less: Ending inventory (fifo COSt ).......cccovvinininnincicien 14,500
Cost of goods sold ( fifo COSt )......ccoveveivieiieiicececeee e, $ 15,500
c. The last-in, first-out method :
+ Inventory
100 units from beginning inventoy @$80.............ccccoverninnnns $ 8,000
20 units form the Mar 1 purchase @$ 90...........cccccevvevviiennn, 1,800
Ending inventory, 120 units (at lifomethod )...........cc.ccoceiininns $9,800
+ Cost of good sold:
Cost of goods available for sale.............ccccoveveveiiiieircie, $ 30,000
Less: Ending inventory ( Lifo )....cccccoevvieiiiiic e 9,8000
Cost 0of good SoId (Lif0 )...evevvrieieiceieieee e $ 20,200
d. Average cost method:
+ Inventory
Cost of goods available for sale............ccccooveviiiiiiiiii, $ 30,000
Number units available for sale............ccccoocevieiiiiieiniee. 300
Average cost per units ($ 30,000 300 units )..........c...... 100
Ending inventory ( at average cost, 120 units x $ 100)....... 12,000
+ Cost of good sold
Cost of goods available for sale...........ccccccevvevviiniiiniienns $30,000
Less: Ending inventory ( AVerage COSt ).......ccoovrverrvrniennnnns 12,000
Cost of good sold ( Average COSt ).....ccvvevvveveervereesnainns oo $18,000
+ Alternative computation of cost of goods sold :
Cost of good sold ( 180 units at $ 100 ).......c.cceeveveeenrennen, $ 18,000
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FOUR METHODS OF DETERMINING INVENTORY COST COMPARED

APECIFIC AVERAGE  FIRST-IN LAST-IN

IDENTIFICA- COST FIRST-OUT FIRSTOUT

TION METHOD METHOD METHOD METHOD
SalesS...cooveiiieie e $27,500 $27,500 $27,500 $27,500
Cost of good sold:
Beginning inventory............. $8,000 $8,000 $8,000 $8,000
PUrchase.........ccccccevvvevenanen, $22,000 $22,000  $22,000 $22,000
Cost of goods available for sale $30,000 $30,000 $30,000 $30,000
Less: Ending inventory........ $12,400 $12,000  $14,500 $9,800
Cost of goods sold.............. $17,600 $18,000  $15,500 $20,200
Cross profit on sales........... $9,900 $9,500 $12,000  $7,3000
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3. ﬁhf{mtﬁﬁ@ ( Inventory Profit )
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NRIMBIS:

8- The Retail Method Of Estimating Ending Inventory

U] UIs i SIANTIENUIMAUA¢ MG Ithi(Fs T unaai
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pnnfAnnGa{mmunRig§m (400,000 x 70%) 280,000

PROBLEMS
9-1. A perpetual inventory system is used by Rural Robot. This system includes

a perpetual inventory record card for each of the 60 types of products the company keeps in stock.

The following transactions show the purchases and
sales of one of products ( XK 3) during September.

Sept. 1 Balance on hand, 50 units, cost $60 each...............cc........ 3,000
Sept. 4 Purchase, 20 units, cost $65 each..........c.ccccvvevririinnnn 1,300
Sept. 8 Sale, 35 units, sales price $100 each...........ccccvevvevevenene. 3,500
Sept. 9 Purchase, 40 units, cost $65 each..........cccocvveniiiinenne. 2,600
Sept. 20 Sale, 60 units, sales price $100 each............cccceevrvrrnens 6,000
Sept. 25 Purchase, 40 units. cost $70 each............cccocevvivivnnnnne. 2,800
Sept. 30 Sale, 5 units, sales price $110 each.........c.ccccecvrverennnnne. 550
Instruction :

a. Record beginning inventory, the purchases, the cost of goods sold, and
the running balance on an inventory record card like the one illustrated on
page 393. Use the first — in, first-out method.

b. Assume that all sales were made on credit. Compute the total cost of
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goods sold of product XK3 for September. Prepare an entry in general journal form to
record these sales and a second entry to record the cost of goods sold for September.
c. Compute the gross profit on sales of product XK3 for the month of
September.

9-2. One of the popular products carried by Outrider is an 8-inch speaker unit.

The inventory quantities, purchases, and sales of this unit for the current year are

summarized below :

NUMBER COST

OF PER TOTAL

UNITS UNIT COST
INVentory, Jan. L.......ccccoccevveeeiieesicciesee e 900 $10,00 $9,000
First purchase (ApPr. 3)..ccccoieeveiieieee e 1,1800 10,20 12,036
Second purchase (JUIY 7). 800 10,35 8,280
Third purchase (OCt. 22).......cccevevveieiieieece e, 620 10,70 6,634
Fourth purchase (DecC. 15).....cccccevvriieiieririieneeenn 1,000 10,85 10,850
Goods available for sale.........c.ccoovvvviiiiiiiniiinne, 4,500 $46,800
Units sold during the year..........ccccoooviiininenicienn, 3,200
Inventory, Dec. 31......cccccviiiiiieniie e 1,300

Instructions :
a. Compute the cost of the December 31 inventory and the cost of goods
sold for the 8-inch speaker units in the current year using ;
(1) The first-in, first-out method.
(2) The last-in, first-out method.
(3) The average-cost method.
b. Which of the three inventory pricing methods provides the most realistic
balance sheet valuation of inventory in light of the current replacement cost of the speaker
units ? does this same methid also produce thethe most realistic measure of income in light
of the costs being incurred by
Outrider to replace the speakers when they are sold ? Explain.
9-3. Audio Meter achieved total sales revenue of $930,000 for the current year.
The company sells only one product. The behinning inventory at January 1 of the
current year consisted of 15,000 units valued at cost of $112,500. Purchases
during the years were as follows: 20,000 units at $7,75; 28,500 units at $8.30;
and 15,500 units at $8,40. The ending inventory at December 31 consisted of
22,500 units.
Instructions :
a. Compute the dollar amount of the year-end (December 31) inventory
using :
(1) The first-in, first-out method.
(2) The last-in, first-out method.
(3) The average-cost method.
b. Prepare partial income statements for each of the above three methods
of pricing inventory.The income statements are to be carried only to the
determination of gross profit on sales.
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CHAPTER X
PLANT, ASSETS AND DEPRECIATIOI#

st isiuigs ( Learning Objectives )
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M1 smutammminasuag g gl sty
ISs{RisuMuanatgmmiths 7 imunstdumEiamauie miges g
hﬂ[é]ﬁLﬁi%ﬁﬁinU§ﬁi§tﬁ[mgZt’ﬂfiﬂmwfi‘jiﬁ‘j‘l (Maintenance)
msﬁnmnaﬁﬁfm%@rjmmwmmsm@:m GAMUES (Capital expenditure )
Mt aMw g uigiAn uh MSamMuwinG S (Revenue expenditure ) 7

1. fInn e (Depreciation)
s B Mt ARTEISHEUS{FNIF M ENMWANAGRMYWIiumS g
Ut f{gniIs: 1 wmsuy]uisainvannin: 9

o IYJUUSIA{AD (Straight-line method)

o

fily - MARIANNS ( Residual or salvage value )

I UBIE =

Sgs@idrumcims

o TIYJUDAMIGHM (Unit-of-cost method):
IRHIGARIIAN GRS INWWAGSSAG MM 1

Aly - MARTANNS

ano
oy
[--}
Il

Sgsaamiutduisugnn

o juitN:ey: (Accelerated depreciation) :
mﬁlj%mﬂzﬁg:mlsémmmwgmﬁgm}ﬁgsﬁ’fs%mﬂ
WwiIsIgiuIvg 1 |
o (IUJURIBHN|EWG: (Declining-Balance method):
HY) U A s Y WU U W S TN SN U B R A JG LW G S M A A UM fU
(Double-decline balance) 1M UIs:s AwAH{mIST muiy]u U
RENEARANEN 2 9 gainn : FMENSYWHTY $ 20,200 ITWIA{UY
AN MS 4 5 1 Muny]uuaEaHmisiincgh 1 5 § 25%
GIGIARinRn 50% Ig18natgAR{Mm (Book value) 1 |

oo

Isig

o
o
=F
S
E
(a4
7R

4
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) MIAANS samuwitn: | fincuigy | atgaam
2,000
§itis (50%x 20,000) 10,000 10,000 10,000
G0 (50%x 10,000) 5,000 15,000 5,000
¢o ( 50%x 5,000 ) 2,500 17,500 2,500
§us (50%x2,250 ) 1,250 18,750 1,250

BIAA MUY UIS RS HEIgM A AN N wadtwpid 1 mesm
uhnamarnwiimasan it uE AN SalgHIR{HIUL{HvE86IS: T
angauinn il maAssnnmsaHlY $ 2,000 m:énn”wm%:mztsﬁ@ﬁégs
1815 500 18
o IUJUYAZAE (Sum-of-the-years-digits):
iIgcAthinyjuywig)atimumEmasinnadsis{gnprsigliiyng 7 Hymis
ncatpmagwitunsmawngSndgsidnushiims 1 aamatunim

o

FSV12H 1424, +n =(n/2)x(n+1) 160U n tGSSHITH UG

a

HTmMS adgaminnnIumMaiuind (4/2)x(4+1)=10

IS

5 MiaANSY | samwitan: | Tinsuigy | AIgARE
20,000

Gyt (4/10x 18,000) 7,200 7,200 12,800
G N1 (3/10x 18,000) 5,400 12,600 7,400
&3 (2/10x 18,000) 3,600 16,200 3,500
§us (1/10x 18,000) 1,800 18,000 2,000

wgnsis:§misligéyw gan iinnsidupinaisigifytw & 3/2 7,200

4y 1,800 4 ;S‘Imﬁman AR{MIAN  HGaIe
9/12 (4710 % 18,000 )..vvvvuerverererresneessseessseesessessessseessessesesessessssees 5,400
3/12) 3/10 % 18,000 )..rvvvnreerrersreeseesseesseeesseesseessessssessssesessesssns 1,350
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6,750
oy udinrussIg I uSUNUUALIE)H

. §[ﬂﬂ2ﬁ3ﬂﬁLﬁmﬁfS§i9Jh ( Fractional period ):

Imdmignpsimanamumitsuiigsia Ss{pidaiin sy atuméng y igis:
¢ 1 g iE§ misiigd 12 e agh maniin: 6 fegagisindiaém

Is1ig & 16 Tm adnitn:in 5i81¢ 7

NS M UIENDIY] Uy WG A ik U IE I W i gia
musieanm mdainaintgis: fad 2
AN RINUFIS TG ]

o
<0
=
-0}
=F
L 1)

Il. MIUAHGRUS{$ )] ( Disposal of Assets )

1SN AU U A HGRUS{F AjARIN Y WA At GEY tRgiAa{mit
IS Ma{UMAISE 7 mgﬁmahmnﬁgmmsém 1051671
$ 5,000 IUTW M STIAN S HETIUIMS T IRFIUHSUAIANIS SIT UL
FsujiggEanIMuIs: ;

HAN S UTSHRURTAN e 5,000

GUATAD oo 5,000
iyjutann§auainh 8 finsuiguauainn 9

= Se
B =
a0}
0% =F
D oy
- =
3 oz §
_a —
oF A

4- GINM U NAAMIUH HEUS{EN]:

2ANIANG 1

VR OO 3,000

HAN S UESHGUATAN 8,000
GUATIN oo 10,000
GISMAMINASUATAN....oocee..n. 1,000

igjAnmmiutguRinn

gOMINNG 2
FU G [1erneeesmeeesseessseensssee s eesssssess s snesens 500
FAN S UESHGUAIAN e 8,000
NAAMIUAGURTAN e 1,500
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GURTIN eecooeerveeoeeeeeeseesseeeensseoens 10,000
YR {MMIUAZURIAN

5- MIUTHGUS{FA]:

SHANINANG 1
GTIS (T)-rvverrmerreeseeresssssessssssessses st 9,200
FRSUTSH NS (BVA0)ceerceirereeeeieeeeeees e 6,400
LI T CE LT 20 RS 8,000
FU G [1erneeeeseessseeensseesseeessesesss st 7,600

YRR MIGIWAgNSE:
gaUINNG 2:

GURATON (§)-rvvvrmrreereresseeeeeseesssss s ssesssssesessseees 600,000
HAN S UISHBURTAN (TVAG). oo 300,000
YA AIIUT e 90,000
" gunAian (BUBU ) 400,000
FU G [1erereeseeessseesseeessseesss s esss e 590,000

al

YRR MIGIWAEIRasE I

3.) HSMSHYMA (Natural Resources )
HgsmsinInn{Hiugw ( Depleted ) 1 8nIUIANHIH{UNMAYWAIZNIG $
10,500,000 TtARNNHISINBHEAWEL 10 ANSIME IR WMASANUNS
7l $ 500,000 1 IGITHMSENMWA 2 ANSIME IWANFI G IAgine
[MMIUSWHEANIMYILS : |
GAMU S (Depletion EXPENSe ).......ocooovvvvveeeee 2,000,000
MU W UigHuTi( Accumulated depletion )...........cccccooeeees 2,000,000 AH{
MIvgish
qhmnaﬁmjmsfgﬁmmwmj:

S L F3 UL O 10,500,00
UG MIUSWUISHI . e 2,000,000 8,500,000

samwugwiimsnammsugan:geann8Fmiin:
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4)  {gnjHI0
{FjuwEgsmsugan: thiyd 1 EJma] (Amortization) 1HujrutinH s
ISt MG M

b. IRIIUN:  (Goodwil): BIEUGUjSISAliHMAATIUIGASANNTA
fGgmidusamusAiamg:goménaéshmwnisnsgrudas

AMAMIN [USgMAIS gAY WE S ayim SIA{UING

2- mad (Patents): AmeigliugnirwinAimuughminGa U uh
NOAN U |

3- UEMANMANTAY (Trademarks): At NIRRT AINUHGARUYW U
[(AUYWISEOANN

4 GNUIRIHNGYS (Franchise): At el ¢IHAUGAUILNWABYIS U Him

QUUIHIW R A MIUIA S S MUWMAMNANNAUSY |

5- f0gGHN: ﬁmf{}gfﬁms;mﬁmnj'gmﬁtmw;ﬁajmsmmm;ﬁmnj ymi
ARSI RORYY: U HAFEAN Y On U ETalsgAugn Wity 505116)5
DEMONSTRATION PROBLEM

The Pearl Company acquired and put into use a machine on January 1, 1999,
at a total cost of $82,000. The machine was estimated to have useful life of 10 year and scrap value
of $2,000. It was also estimated that the machine would produce 1 million units of product during
its life. The machine produced 90,000 units in 1999 and 125,000 units in 2000.
Required: Compute the amount of depreciation to be recorded in 1999 and 2000 under each of the
following:
d. Straight-line method:
Units-of-production method.
Sume-of-the-year- digits method.
Double-declining-balance method.
Assume 30,000 units were produced in the first quarter of 2001. Compute
depreciation for this quarter under each of the four methods.
SOLUTION TO DEMONSTRATION PROBLEM
e. Straight-line method:
1999: ($82,000 - $2,000)10 = $8,000
2000: ($82,000 - $2,000) 10 =$8,000
f.  Units-of-production method:
1999: [($$82,000 - $2,000)/1,000,000] x 90,000=$7,200
2000: [($$82,000 - $2,000)/1,000,000] % 125,000=$10,000
g. Sum-of-the-years ‘- digits method:
1999: ($82,000-$2,000) x 10/55=$14,545
2000: ($82,000-$2,000) x 9/55=$13,091
h. Double-declining-balance method:
1999: $82,000 x 20% = $16,400
2000: ($82,000 - $16,400) x 20% = $13,120
i. Straight-line method: ($82,000-$2,000)/10x%,=$2,000

=
')}

SKQ o
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Units-of-production method: (30,000 x $0,08) = $2,400
Sum-of-the-years ‘-digits method: ($82,000 - $2,000) x 8/55 x ¥4=$2,624
Double-declining-balance method: ($82,000 - $16,400 - $13,120)x0,2xY%4=
$2,624
PROBLEMS
10-1. Corbin Company acquired and put into use a machine on January 1,1999, at a cash cost of
$48,000 and immediately spent $2,000 to install it. The machine was estimated to have a useful
life of eight years and a scrap value of $10,000 at the and of this time. It was further estimated that
the machine would produce 500,000 units of product during its life. In the first year, The machine
produced 100,000 units.
Required:
Prepare journal entries to record depreciation for 1999, using:
b. Straight-line method.
c. Units-of-production method.
d. Sum-of-the-year-digits method.
e. Double-declining-balance method.
10-2. The Brooke Company paid $12,000 for a machine on April 1,1999, and placed it in use on
that same date. The machine has an estimated life of 10 years and an estimated salvage value of
$2,000.
Required: Compute the amount of depreciation to the nearest dollar the company should record on
this asset for the year ending December 31 1999, and 2000, under each of the following methods:
e. Straight-line method.
f. Double declining balance.
g. Sum-of-the-year ‘-digits method.
10-3. Redding Company acquired and placed into use equipment on January 2,1999, at a cash cost
of $374,000. Transportation charges amounted to $3,000,and installation and testing costs totaled
$22,000. The equipment was damaged while being installed, and the cost of repairing the damage
was $1,800.

The equipment was estimated to have a useful life of nine years and salvage value of
$15,000 at the end of its life. It was further estimated that the equipment would be used in
production of 1,920,000 units of product during its life. During 1999 ,426,000 units of product
were produced.

Required: Compute the depreciation for the year ended December 31,1999, using:

Straight-line method.

Units-of-the-production method.

Sum-of-the-year-digits method.

Double-declining-balance method.
10-4. The Clarke Company purchased a machine a machine on October 1,1999, for $20,000. the
machine has an estimated salvage value of $6,000 and an estimated useful life of eight years.
Required: Compute the amount of depreciation to the nearest dollar Clarke should

record on the machine for the years ending December 31, 1999, and

2000, under each of the following methods:

a. Straight-line method.

b. Double declining balance.

c. Sum-of-the-years-digits method.
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CHAPTER x1

MIGUU]S
PARTNERSHIP

i uisIui)s  (Learning Objectives)

MW ORNSiLI)SIscHAsSnMGangi:
o UANMISMIGITTS
o (UIAGISMALYS
o AGHUSNANMIGUYTIS
. ﬁmmmﬁ'mf’m{mmmtﬁs
o MIGSINNIHAGUUISE

o MIGIUMINUHISHALIATIS
o MIANW{HBTISSAMIAFEM

migrudisAthmasisysyjnsiimmgpushiigjufinamiinygiyw 9

6- AUFAN:NAMNATSMIGUU]S
AW mMiviRa ¢ MIGUTisMGUIRaihw Aimewms

[UUU G

GUHe 1 e chuwinamg mga§iguspanwsganafjidu]m)a

namitafp 1A m%smmm]mﬂmmmuaz 9
2. iUy INRUARNG : Migudismsumisiinuiduninnngss

&2

by 7

A MANIGWH : HAMGGUTIS®AY nm@nm@ntsmsgmiﬁs T

w. UANUESANNG (Unlimited liability) : edBIRAWIAIGEIUA
GANUIURIAEES

=

Mg NI g)aESsms i gmalonth g sIG{gnjIs 1§ at
2. MIGIUISANG (Limited Partnership ) : tSTInU§II8smtinguws
M8 UGISNM{ABUISAANS ( Limited partner ) 017 7 1{58 7 tesyvisgs

FRFSEN

Aagaig 8 misinnmivm o islinuiduagniamAmsuAmAgsm

¢
SSh{ail
G
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igmissndganmicsich Shthgamiaads 81 Sanudsdnng 1 Tayes
U‘jsﬁnnﬁ?mﬁ'sfﬁmﬁﬁﬁnrmﬁgsi gram
7- AGRUSNANGIUHTS:
g U“‘Iil‘jﬂjtﬂsmmmﬁjiﬁ[Lﬂtij’tﬂSnGLﬂH[Lﬂ]iﬁmﬂjmnﬁ[mwfﬁ[ﬁ
RGN AW RS AHAJTRUTSEANG S S HERIF
A unegrudismanAy SumGwmnd
g.famatinuiamsuamMaAagsmaIpsanminnnanigisignjidngesi
{ma
a. nyjuivinion mige 8h Gianm
W, MIHS AW EASWISMAS YW
| BANISWjRNUMIGUTS

oo

03
8 <0

D.

FU

<3
(o%1)
29%

pumigudis mpininpiivgs  Bhmigagmalsyaodismaginsin
tgiafien 1 Atisgg Lnimmtanﬁmmjmummsﬁnn TANAGIUSN 7

. uiaann8ismiguyis
BN 1A UH(R 80 UM SNYI]AUIRAMIGUTSYw
AANS ST ASTISWAY (RIMSUAMUAIYIS{FN]AG ({8§0]- AN

CaSh. ..o 40,00
Accounts receivable...........coocvvvvciiiicci e 60,000
INVENTONY...oiiiiiie e 90,000
Accounts payable...........ocooeiiiiii 30,000
Sambo, Capital...........cccevevieviecce e 160,000
To record the investment by Sambate.
CaSh...icce 10,000
I 1 o 60,000
BUIldING......cooiiiice e 100,000
INVENTOTY....oiiiiieiiee e 60,000
Accounts payable............cccoiiiii 70,000
Sambo, Capital.........cccccevcveieiieieee e 160,000

To record the investent by Sambo.
pugathisiinm b igimw (pudis{pimipmaviguig)adyims maei
NiMSUAMAES UIgHIG)H I ARAINNISIA{RIAG{MGEATF:

Sambate, Capital..........ccooveieiiiiiece 10,000
Sambo, Capital.......cccooeiiiii s 10,000
Torecord additional investment.

k. midennns§ : [S‘Il‘jt’l"ﬁtﬁiji[l‘j@[

o
Cw
=ED
4]}
e 1)
=t
c
“
D3-
Lol
[4p]
4] )
=F
Co
=4
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81 GamuwnwIF Al IRy JEIwi
STEIHE

hat}
o
s}
Do

General Accounting

IUIUIEnWIFhesguen

el

INCOME SUMMAIY......ccviiiiiiiieiie e 60,000
Sambate Capital.........c.cccevveeiieiiiiere e 30,000
Sambo, capital..........ccooiiiiiie 30,000

To devide net income for the year in accordance with partnership agreement
to share profits equally.

Sambate, capital...........cccccoveieiieiiei 24,000

Sambo, Capital..........cccovieiiii 16,000
Sambate, DraWing.........ccccvveveiiieiieie e 24,000
SambO, DraWiNg......cccveiveiiiie e 16,000

To close drawing accounts
L IWMINNUg s

Sambate and Sambo
Income Statement
For the year ended December 31, 2001

SAIES.. .o 600,000
Cast of goods sold:

Inventory Jan L......cccccocvviieiiiieniiie e 150,000

PUIChASES......ci v 460,000

Cost of goods available for sale 610,000
Less : Inventory , Dec 31......ccoceviiviiiinennnn. 210,000

Cost of goods Sold..........ccceevevieiiiieiieen, 400,000
Gross profit on sales..........ccceveveveiiieniveinnnn, 200,000
Operating expense :

Selling eXPenSe........ccoovviiirieeee e 100,000

General administrative eXpenses................... 40,000 140,000
NEL INCOME....vviiiiiiiiiee e 60,000
Division of net income :

Sambate (5090 )....oovevveiiiieee 30,000

SAMBDO (5090 ).eveveieiiciieieee e 30,000 60,000

m. IWAIANY UGS AIUTS

Sambate and Sambo

Statement of partner’s capitals
For the year ended December 31, 2001

Sambate Sambo Net income
Balance, Jan 1, 2001.........cccoccevveneen. $160,000 $160,000 $320,000
Add: Additional investments.................. 10,000 10,000 20,000
Net income for the year..............cceeu. 30,000 30,000 60,000
Subtotals.......cccccvviiiieieee e, 200,000 200,000 400,000
Less : Drawings.......cccceevveviveeieesveennnenn, 24,000 16,000 40,000
Balance , December 31, 2001................ $176,000 $184,000 $360,000

n. mituhisadtlimabsaaivvywisivu AR gNWNNI{MYIS:

_H{M &0 ( Fixed ration ) ( 50% and 50% or 70% and 30% )

imnternwud]s wiwnyhgisionpivhisnmengm §i
Division of net income

=}

Q0
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Sambate Sambo Net income

Net income to be divided.................. $96,000
Salaries to partners............c.ccoenene. 24,000 48,000 72,000
Remaining income after salaries...... 24,000
Allocated in a fixed ratio :
Sambate (50% )....ccocvvveiieiieiennn, 12,000
Sambo (509 )...oevevveviiiiiiieeeen 12,000 24,000
Total share to each partner............. $36,000 $60,000 -0-
mﬁmimﬁ:m]h‘fﬁms: Eﬁﬁ@ﬁnﬂ§gt§mh[Lﬁ1H£S: :
Income summary.......ccccevvveeniiveennnnn. 96,000

Sambate, Capital..........cccccoevvrnenenn. 36,000

Sambo, Capital........c.cccoeeeveeiirennnn, 60,000

A. MI{MAIG §8§GIGA BRI U MmuH{m 8

Division of net income

Sambate Sambo  Net income

Net income to be devided..............cccuee.. 96,000
Interest on beginning capitals:
Sambate ( 160,000% 15% ).......ccovevereeneen. 24,000
Sambo (40,000% 15% ).....cccvvvervirieriinnnnnns 6,000
Total allocated as interest............c.cccocueee. 30,000
Remaining income after interest on capitals 66,000
Allocated in a fixed ratio :
Sambate (50% )...cooevvereiiiiiieeee 33,000
Sambo (50% ) cvovveveeiiieieee e 33,000 66,000
Total share to each partner....................... $57,000 $39,000 -0-
mﬁmimmm]hfﬁms adeAlINUEGate
INCOME SUMMAIY.....ccviiiiiieiie e 96,000

Sambate, Capital..........cccooevviiiiiei 57,000

Sambo, Capital..........cccceceiiiii 39,000

To chose income summary account :
W, (MASIMWHAGUYIS MifMAgs GicAmuH{m S
Division Of Net Income
Sambate Sambo  Net income

Net income to be divided.................... 96,000
Salaries to partners..........cccccvevvenenne 24,000 48,000 72,000
Income after salaries..............ccuvenee.. 24,000
Interest on beginning capital :

Sambate ( 160,000% 10% )........c....... 16,000

Sambo (40,000% 10% ).....cccvevvverenne. 4,000

Total allocated as interest.................. 20,000
Remaining income after salaries & interest 4,000

Allocated in a fixed ratio :
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Sambate (50% ) ..cooovveriiiiiieeeen, 2,000
SAMBO (5096 ).vevveevveereeeererereereseeeen 2,000 4,000
Total share to each partner................ $42,000 $54,000 -0-

NNMEAMIGU¢ATIfIU:

Income Summary.......cccooveveviieeiiieennn, 96,000
Sambate, Capital..........ccooeveniiiiiinn. 42,000
Sambo, Capital.........c.cccevveveiieiree 54,000

To close income summary
QU MITH{MAISIINWHAGUUTS 81 miimAIGgSAAlieyg 1AMG

[ﬂﬁtﬁ‘r‘mmi‘] [G T 5881%:‘1 HMuIs: :
Division Of Net Income

Sambate Sambo Net income

Net income t0 be diVIAE..........oovvvviiiiiiiie e 80,000
Salaries to partners...........ccccceevennnnn 24,000 48,000 72,000
INCOME after SAlANIES......ovveiieiiee e 8,000
Interest on beginning capitals :
Sambate ( 16,000%10% )........cccvene.. 16,000
Sambo (40,000% 1090 )....ccvvvrerreeieieienie e 4,000
Total allocated as INTEIESt.........eeveiieciiiee e 20,000
Residual loss after salaries & interest..........c.ccocevveveiveieivie s, (12,000)
Allocated in a fixed radio :
Sambate (50% )....ccccveevveiieieiieiien (6,000)
SAMDO (5090 ).vvevveieeeie e (6,000)  (12,000)
Total share to each partner.................... 34,000 46,000 -0-
[ﬁﬁﬁ“[ﬁﬁiﬁ?ﬁﬂﬂ§§[iﬁ[9‘l :
INCOME SUMMANY....ccvvieiiiieiiiee e 80,000

Sambate, Capital..........cccocvriiiiieiee 34,000

Sambo, Capital.........cccccveveiieiicccee e 46,000

To close income summary account.

Il. ﬁ"liGZIﬂiﬂZﬁﬁGﬂj‘[ﬁSﬂ

h. hwEmmadis : guwmtin: e186inna $80,000 GERUEIERE
el 80 85 1 mbrvemsunsinng iwasgsIgl S IAN A 58 ‘gh%
1rU$100,000 intswmsmiw s ia] 81 85 o BEEIGALEDS

U[IRGGNIMYIS: :

SOK, Capital........ccooeriiiieiie
Chan, Capital..........ccceeviiiiieie e
To record the transfer of Sok’s equity to the incoming partner, Chan.
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gvinn yuig)n 1o 6§ FmujsSinnaywmaysipvdisenys ag:

GBI MylIs:
SOK, Capital........ccoooveiiiiiiieee e 20,000
Sa0, Capital........cccoeeeiieeiie e 20,000
Sam, Capital.......ccccovieiieiiiee 20,000
Chan, Capital..........ccceiviieieeiecc e 60,000

To record admission of Chan to a one-fourth interest in the firm by purchase of one-fourth
of the equity of each of the old partners.

2- INWUAMAESANISI N S:

gﬁgmtﬁlSﬁmaﬁn;mﬁqs:ﬁﬁj[mmmngmsmﬁ}mmﬁls 7 geItninn
A Bis 81 A At thAGud S Iuiw qmﬁﬁqs'@ﬁﬁﬁgs $100,000 1
AAE A WA A HAG SN WU AMA§SE§SMARAMUAEEST 13
G HIMINNGGATET :

Sareth, Capital..........cccooviiiie e 200,000
To record the admission of Sareth to a one-half interest in the firm.

SIS A fE MISEAMARAMUAINW MASSEIMGEN{RIMSFGUN U
MAALMUISILE

3. IMWUHANA (Bonus) IFIHAGUTISYS : QUNMN{AUTISYWHISYIUNGS
588 $200,000 INAANT MSGIUN AN{ABTISMEANSHUYWMAYSINW{NG
HauAMAGSGES $120,000

Net assets (owner’s equity ) of old partnership...........cccccuvevvenenn. 200,000
Cash INVestment DY SaVY ... 120,000
Net assets (OWNET’™S @QUILY )eevvreveerieeeiureniieeiiesiieesieereeseeeseenneeens 320,000
Savy one-fourth iNterest (¥4 )...coocoveereneneieseeee e 80,000
AR MIGSIURTINA i GaIg
SN

Savy, Capital.........ccocviiiii

Sarun, Capital........c.ccooeiiiii

To record admission of Savy as a partner with a one-fourth interest and profits

11. mMidAgsISyAGITS
‘4\1’ =3 v 1
12, (UAT IO RS IR N WHAGUUISAIE]A: UM T G§MSUAME 1UASIE
FIWHAGUTS NiNAIG)a & tna el IR{RIGUM §oRIe
Chan, Capital............cccovevviiieiiiiiiiiecc e 100,000
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SOK, Capital........ccoooveiiiiiiie e
Sa0, Capital......ccccceeveiierice e

General Accounting

To record the sale of Chan interest in equal portions to Sok and Sao.

13 WA NAABTISURIMWHATAZS: GLATNNIAIMWYYANG

bonus ) HUHALDAGWIFAG{MGGAIE

Chan, Capital.........cccceeiiiiiiee e 100,000
SOK, Capital........ccooveiiiiiiiie e 20,000
Sa0, Capital........ccceeveiieii e 20,000
CaSN. e 140,000

To record the withdrawal of partner Chan.

auAnmagedRud e Rim IERIRGMH :

Chan, CaPItAl........eoeveeeeeseeeeeeeeeeseeeeeeseeseeeeeee e 100,000
CaSN.icieee e 80,000
SOK, Capital........cccceiviiiieiicic e 10,000
Sa0, Capital......ccccceeeeiieiee e 10,000

To record the withdrawal of Chan.

14. ‘ﬁ“li%ﬂﬂtijLﬁHtﬁS (Liquidation Of Partnership) Tﬁ“lﬂhhjﬂijﬁ"lﬂiﬁﬁﬁ%ﬂﬁi

AY USINUIANWINGIEINGGONIMY :

Sok, Sao and Chan
Balance Sheet

December 31,2000
Cash $50,000 Account payable $100,000
Inventory 200,000 Sok, Capital 140,000
Other assets 150,000 Sao, Capital 120,000
Chan, Capital 40,000
Total 400,000 Total 400,000
1- AIAN Gy : IGEUATENRI)AmSSESs $230,000 IA{FiG: ARG SUA
U
Accounts receivable, GM Cooperation 230,000
Loss on sale of business 120,000
INVENTOTY ..o 200,000
OLher @SSBLS. ... ee i 150,000

To record the sale of all assets other than cash to GM cooperation.

Division of the gain or loss

SOK, Capital........ccccoveveiieiieir e 40,000
Sa0, Capital......cccccoveeriiie 40,000
Chan, Capital........ccccceveiiiiiieeceer e 40,000
L0SS 0N sale Of DUSINESS........cccoviiriiiieniereee e 120,000

To divide the loss on sale of the business.
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TUNTGATMA © IPNWINUUATE IR MR MIETMW e SHitue

t’aJGSWh[Lﬁ“IB‘[SZ X
Cash $280,000 Accounts payable $100,000
Sok, Capital 100,000
Sao, Capital 80,000
Chan, Capital 0
Total $280,000 Total $280,000

idn{picontanugrg s sysfundanisaimam:

Accounts Payable...........c.cccoceniiinnnnnnn. 100,000
CaSh. i 100,000
Paid debt on accounts payable.
Sok, Capital........ccccovevviieiieeirce e 100,000
Sao, Capital.........cccoovevveiiiie e, 80,000
CaSh..eiccee 180,000

To divide the remaining cash.
. AmngfiiSmuAm A gnen $144,000 ia{pitviicaminarss

gnatel
Sok, Capital........ccccoevveveiieneee e 48,000
Sao, Capital........cccccovevieiiic e 48,000
Chan, Capital.......c.ccccevveviiieiiee e 48,000
L0SS Sale OF ASSELS......eeciiriiiiriiecie e 144,000

To divide the loss on sale of assets.
MNRF]MIWIN U R TAN NS HEHRIF

Sok, Sao and Chan
Balance sheet
After the sale of all assets except cash

CaSh......cooeveeiieriereinns $156,000 Sok, Capital..........ccccoervnnen. $92,000
Sao, Capital........c.cocuveneeeee. $72,000
Chan, Capital............cccn...... ($8,000)

Total....coooveeeci, $156,000 Total....cooovee, $156,000

(ABUISZIFI{MA 8,000 AtANAGS 1 ITIRUYUMS §SIANA G5 19they s
w’ﬁmm@mmﬂm $164,000 [HUMGAU{MSAINUINGSIANA 8J8 81 teul
RIS G gAmouhmsIa{pivIsmia s uiguIg)s g0 aye Sireul
[ﬁLﬁ;fﬁﬁmeifUﬁLmﬁgytimh[Lﬁ‘l’ti[SZ :
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Sok, Capital........ccccceevveiiieiiic e 88,000
Sao0, Capital.......ccccooeeriirieee 68,000
(O T o 156.000

To divide the remaining cash.
MmN nmgsmmfms 2mSLﬁjiﬁjmtﬁ W rgjmn ﬁﬂﬁ‘ﬂ{]iﬁSLﬁHtﬁS[mG
I§]REEARI{MBIS: :

Sok, Sao and Chan
Trial Balance
After Distribution of Cash

Sok, Capital.........cccvvevvevererece e $4,000
Sao, Capital........cccoeevveieieiciccec e, $4,000
Chan, Capital...........ccoevvernene. $8,000

$8,000  $8,000
WA 6§ moudmmsiinuanyesimsvuanjEanam: nm
pug B rul{pim s e gruef $4,000 19) A GIHRUM ST MATBRNHANA S
nARNSIUIA

| RItmE

11-1. G M AN ARG GIS{ABT S MG gIS S §GaIF:
V<] (SO S 32,620
AANS{RIGGRU (BUG )i 81,000
muﬁﬁa;gn (PREEY ) 27,360
BRAMIBURES e 3,900
AU R AR 1372 DO 90,000
HAN s UESHGURIAN e 18,000
TOTETUN i 9,600
k) §a~Lﬁa’U{'ﬁ ........................................ 38,520
Gam tﬁ”tﬁim':] ..................................... 2,880
¢S mﬂﬁ”ﬁ}gs ..................................... 70,000
MIEATMATA F0UT e, 10,080
GSIPUTA BUHA . overrrererereeeeeerreneneeens 60,000
AVEAT AU FOY]R . 7,200
TR P 648,960
VG T e 391,800
ﬁ;mmqamsmﬁ ............................... 112,380
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847,960 847,960
eniiAnnisiongimsaty $28,200 IABTISEUMIIMANNWINEES 10%
wisAamasnnmisgm 9

mitnns :
A rinwminnu g unsiigaiumur§iGicaniieggni
o IFINWMINNAgSyIHY
AOgmnagmitsighgits: |

11-2. {(nudis Wtis msmadisisd tna g W3 s 6 i§ 81 A
iis 9 éh gius:gs gaendh  inargpud $140,000 tAnd 159 M5 $100,00081
ik Lfﬁ I8 $60,000 MABUS mem]h‘fammﬁ‘fzgammiﬁwms: inargp Wb
A 18R 5 $ 60,000 81 tANA(H TES $38,0001{AUTISETMI{MANWINEES
123% IRHISIIGAMWMAGEAIF : IR :Qj W v na B G173 8
A (A B8 1/6

mitan sy ifimwminnimidunicadlighann§gwInngmys:

18 HTY $502,000 7 |

iﬁj‘:?’tﬂSn[i:‘i $73,000 1

12

A. 1A 8§18 ALY $29,000 1
11-3. mndanmissipuisvdisdu): $ifulduthAaydgives su(n Siteul
111G 6 30 AN (RimSIAUINMGGANMEIS: 1 gruguismiteaaiif 3:2 118
IS AU SHSMAINW IANAGS grujsinwivhicamiSAmMWwgsate: inm
5§ 50% IANA AJ{7 30%RtANf el 20% 7

MmN mI
136 mo Agn boo9
IV LCLE < 180,000 TR oo, 160,000
HERUSFAJ(FUE) wovvevrnnns 420,000  g§SmMA:

FRUTA 8J{ ....280,000
I fiadl.......160,000 440,000
BUTU oo $600,000  EUTU.ovoererrreerrineennee, $600,000
mifanst oA Gy MGGUjERNHRBTsMuIYuYsHEaRImuYIs: G0
Aoinmiy)uSyws jeIw a ’[J““Inlijé ISUHHSIMIGUIBIUA INNAGS 9
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A A 6§ FMAATISMARAMUIUAIREEISH N[ eJ{f Ay

$260,000 1IANA G mwt’mqmypn&nﬁwm;nﬂﬁ FUTR T

g. 1A 6§ msfmmadismarnmui g 81 mAramud el s
UA{mMA $268,000 11 fuffi 811 $96,000 1§1ta

AR G MSUAMAGSGSS  $300,000 AR{AUUISHNUS
MARAMUARESANAN T UYATHEUE U WINA iﬁg MUSAIUNS S
Ul MUBUIGU3:2 9 w. A 6§ M8
UAMAESGESS $540,000 FN{FUUISINWEGUNUMARAMUANGSANAL
yganatiuinnm 6§ ;m'jmlw m{;ﬁifﬁh‘fammw I S taul mukugu 3:2 9
11-4. ‘ghtﬁmﬁls:gmmnhmu}s” iugsma disSywrsigagus: & inafy
$220,000 IANT AS $148,000 &R IANT At $ 60,000 1AGNEIA]AIGANTIAL0% K
uitel 84 50% Wi As §i 10% wnwiEaw 1 SIS inG Ay A NGHA
28N{AvyIs 1
mitnsd - ANMuIs:d 1y uidrumALAgsE w1 Gina{m
HASWMHIYURYW I I{MuYIs: )

A. IR A MSUAGinnAMEa 34 uwiFinng f

ity 1§)RMWIFinnG As #lyg $64,000 1IANA

MSWAMAN U ZsUiW &1 7

2. Ay msggmiﬁwﬁ $ 90,000 N WEH N AN YWy §AtHum SHT

$100,000 71 RWAMAFEEISUAENIWIANG A 1 [MAlH
IR &Y Lﬁiﬁﬁmqgnﬂmmmfﬂmﬂﬁ S 5/6 811 IAUNA A 1/6 1
B MSEGU{MA $100,000 SviaN{Riggruniy $ 180,000 Mt
M8 §GRUIGRS 0 §8IURS mﬁmﬁﬁﬁi%mIMﬁ A8 5/6 SnIANA AW 1/6

Dio

hail]

nEgsujinsia

i

b

w #iy $208,000
M5 811 N[ A8

-

Clo 2@

NN i
-

A &
q

11-5. (AUUISHIUN{UN MSUMUIAEMNIUASIAILIW ANRUR{FNINENW
fﬁnj[Lﬁ“iﬁLmﬁ §h annd (pisgru 7 swugrufisann8aneg)ial GgIFimsys
NNIMYISS ’ |

UL OO 27,200
ARNSTATG GO e 116,800

ﬁnﬂ§ﬁ;h§w ..................................................... 6,400
LT3 1 3OO 36,800
GSIPUTA B8 (30% )evrererrerrereeeeeereceeeeerreeenae, 43,200
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GSIOUNA GG (50% )errrerrmrreererererneeseseresen 33,600

GSIOUNA BIU (20% )ervrverrnrreereresserneeseeereenns 24,000
mitnn st : AN w9 amuIS gIARMAn D Sujin imiuyn T
mﬁﬁnﬂ[@tiljj uvhtan §i mitunicAma |

A, [UYRI{MAMS $66,400 ABANIGH]] T AGRRANNS Siann§{uyuss
M8t fann§aijs gRannSRUtw Y Nt mitagu Mt 7

2. mﬁﬁm:gwjm'sﬁig 30% RaEtEAITU ] m:g:m'ﬁmﬁmﬁjmﬂﬁ GSIh
USAIUAS IANA G18 81 IANA G1U MUH{FN30 : 20 1

11-6. The adjusted trial balance of Design Associates indicates the following account balances at
the end of the current year :

DEBIT CREDIT
CaSh. .o $ 17,800
Accounts receivable...........coovee i, 105,200
Allowance for doubtful accounts..............c.o...... $2,000
Inventory (beginning of the year ) ...................... 27,700
Showroom fIXtUIES.......ccvvveeiiiiieee e 32,400
Accumulated depreciation ............ccccceevvevirenenne. 6,400
Notes payable..........cccooeviiiiiniiiieeee 9,000
Accounts payable ..........cccooiiiiiiiin 38,000
Baylor, capital..........cccoocveviiiiiiieee e 70,000
Baylor, drawing ........ccccccveveiiiiieie e 32,000
Finley , capital .........ccooovevieiiiee e 60,000
Finley , drawing ........cccooveveiieiecie e, 24,000
SAlBS....eeeiee e 648,000
PUICNESES. ..ot 391,800
Selling eXPENSES.......ccccvviieeeeere e 110,000
Administrative eXPense ........ccccecveveeieieeireenenn, 92,500
TOtaAlS. e $833,400 $833,400

There were no changes in partners capital accounts during the year. The inventory at the
end of the year was $28,500. The partnership agreement provided that partners are to be allowed
15% interest on invested capital as of the beginning of the year and that the residual net income is
to be divided equally.

Instructions: a. Prepare an income statement for the current year, using the appropriate
accounts from the above list. At the bottom of the income statement, prepare a schedule showing
the distribution of net income.

b. Prepare a statement of partner’s capitals for the current year.

c. Prepare a balances sheet at the end of the current year.
11-7. Research Consultants has three partners — A.B. and C. During the current year their capital
balances were: A, $ 140,000 B, $ 100,000 and C, $ 60,000. The partnership agreement provides
that partners shall receive salary allowances as follows: A, none, B, $ 50,000 and C, $ 38,000. The
partners shall also be allowed 12% annually on their capital balances. Residual profits or losses are
to be divided: A, 1/2,B,1/3 ,and, C, 1.6.
Instruction: Prepare separate schedules showing how income will be divided among
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the three partners in each of the following cases. The figure given in each case is the annual
income available for distribution among the

Partners.

c. Income of $490,000

d. Income of $67,000

e. Loss of $20,000
11-8. The December 31 balance sheet of Data Survey, a partnership, appears below. In order to
focus attention on the principles in liquidating a partnership, the balance sheet has been shortened
by combining all assets other than cash under the caption of Other Assets. Hand, Trent, and Dell
share the profits in a ratio of 3:2:1
respectively. At the date of the balance sheet the partners decided to liquidate the business.

DATA SURVEY
Balance Sheet
December 31,2001
Cash....ccoeevciiecie e, $60,000 LiabilitieS.....cccccvvvvvvereiinnnne $120,000
Other assets........cccoveeeee.... 300,000 Partners’ capitals:

Hand, capital $100,000

Trent , capital 80,000

Dell, capital 60,000 240,000
Total......co e $360,000 Total.......ccovvverireririinienen, $360,000

Instruction: Prepare schedules showing how the liquidation of the partnership would
affect the various balance sheet items and how the cash would be
distributed for each of the four independent cases listed below. Use six
money columns in your schedules, as follows:
OTHER HAND. TRENT DELL.

CASH ASSETS LIAVILITIES CAPITAL CAPITAL CAPITAL

5.) Other assets are sold for $ 252,000

6.) Other assets are sold for $96,000. All partners have personal assets and
will contribute any necessary amounts to the partnership.

7.) Other assets are sold for $74,400. Trent has personal assets and will
contribute any necessary amounta; Hand and Dell are both personally
bankrupt. ( Round the distribution of Hand’s deficit to the nearest dollar. )

8.) Other assets are sold for $48,000. Dell is personally solvent and will
contribute any amount for which he is liable. Hand and Trent both have
personal debts in excess of their personal assets.
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CHAPTER XII

MEASURING CASH FLOWS

imeuliisiui)s  (Learning Objectives )

MW RORNSiuI)SIscyAshmGansgi:

o

*ummalmutsh Shann [UIENDSIUSINWMINN G U S AN G{MA(

Statement of cash flows )
GIMMAUATEMINN AN GMASIMIBANAGNINWMINNG U N G{MA
ﬁnﬂmﬁmmméLmﬁﬁﬁm$3iﬁmmﬁ9hts‘féhﬁmgmmmﬁﬁﬁmi 1
* u@mﬁmmam@mh Net income 8§11 Net cash flow from operating
activities
0. BANSIGUISIANGIMATHUAASISNEUAYMN  Investing and  financing
activities } R . .
p. UMIMANMNYESFIA GV Noncash investing and financing activities
IF SR MINN G e G{MA
g. IMWMIiNNGISANG{MA ( Statement of Cash Flows )
+ IMUTSHISINWMINN G ANG{MA ( Purpose of the statement )
imutshisimwminhsunasimadsvinmaindmsiduannsh  8i
mwgmmﬁ ( Cash receipts) [tﬁﬁjéh‘miijﬁ{p‘lﬁ ( Cash payments )
IWHRMAMBAY 7 JEUMUANMIgEUImA Sumitdima 1 thars:el
tgjmmmmm‘]mmmmﬁﬁ‘ﬁéhﬁgwmﬁﬁﬁﬁmsgﬁh@m‘fﬁmmﬁﬁgtﬂéh
FUTHgM N Investing and Finacing activities iUﬁﬁLﬁUtﬁSﬁhﬁC}Jhm UYL LGN -
q. ﬁjnH"ﬁmUﬁjLn"tﬁflS n{fl'“lﬁn[)mﬁﬁtlmﬂﬁ—imn‘lﬁ ( Tklle company’s ability to
generate positive cash flows in future perlods )
* ﬁjnHMIm‘UﬁjLnH‘LﬂSnt‘lMlimannﬂﬂn ( The company’s ability to meet its
obllgatlons and to pay dividends )

MmN [g Aming Net income and Net cash flow from operations ( Reasons for

differences between the amount of net income and the related net cash flow from
operations )
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r. Cash §i1 Noncash fii1¢ £yj8: ISMITSIUNAESIURI{FiEU] S ( Both the cash
noncash aspects of the Icompany’s investment and financing tr:':msactions for the period )
2NN INWMIANGUNG{MA (WWENGIGM (outflows ) IR{RIT S

muiﬂ:}wmqmﬁmﬁﬁ) ”

ALLISON CORPORATION
Statement of Cash Flows
For the Year Ended December 31, 2001
Cash flows from operating activities:

Cash received from CUSTOMENS.......coccvevvvieeeiiie e $870,000
Interest and divided by operating activities.............cccccevenen. $10,000

Cash provided by operating actiVities.........cc.ccocerrvrennienenneneen $880,000
Cash paid to suppliers and employees..........ccccevverererncnnn. $(764,000)
Interest and taxes Paid..........cccevveieieeiiiie i $(66,000)
Cash disbursed for operating aCtiVities.............ccoovrvriiinicieienee e (830,000)
Net cash flow from operating actiVities............ccooevieiiiieieece e $ 50,000

Cash flow investing activities:

Purchases of marketable SECUFIties...........ccoovrereiiinencincn, $ (65,000)

Proceeds from sales of marketable

SECUNTEIBS. 1t iettie e ettt ettt e e e s e e s st e e e s et e e e e e errbe e e s saneenas 44,000

LOANS MAGE.......ccuiiiicieciie e (17,000)
COollECtioNS 0N 10ANS.......coiiiiiiiie e e 12,000

Purchases of plant aSsets..........ccvvevveieiievieie e (160,000)

Proceeds from sales of plant assets..........cccocveveviveriveresiennenn. 75,000

Net cash used by investing actiVities..........ccccvveveiiiiiecic i (115,000)
Cash flows from financing activities:

Proceeds from short-term borrowing..........ccoceovvevenciscncnnne, $45,000
Payments to settle short-term debts...........ccccooveviiiiiiiieccce (55,000)

Proceeds from issuing bonds payable...........cc.ccooviniiiininns 100,000

Proceeds from issuing capital StocK............ccccocveviiiiiiiic i, 50,000

DivIAends Paid........cccveiiriiieiie e (40,000)

Net cash provided by financing actiVities...........cccoceriiiniininiiieies s 100,000
Net increase (decrease ) IN CaSh.........ccvcvieiieeiiiiiii e $ 35,000

+ MitudioA (MHNDAH) INWMINNGUR aNG{M# (Classification of cash flows )
iisdispiuimivhisasuansmat m &
f. Operating activities

g. Investing activities
h. Financing activities

i. Operating activities:
GRS1EN G{M A N Operating activities JHH S :

CASH RECEIPT CASH PAYMENTS
Collection from customers for sales of Payments to suppliers of merchandise and
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goods and services services, including payments to employees
Interest and dividends received Payments of Interest and taxes

Notice that receipts and payments of interest are classified as operating activities, not
as investing or financing activities.

J-  Investing activities
Grus1I{m fifl Investing activities JEHIS ¢

CASH RECEIPTS CASH PAYMENTS
Cash proceeds from selling investments of Payments to acquire investments or
Plant assets plant assets
Cash proceeds from collecting principal Amounts advanced to borrowers

amounts on loans

k. Financing activities
GRUS180 fiLm fifl Financing activities RLCACRESEE

CASH RECEIPTS CASH PAYMENTS
Proceeds from both short-term and long- Repayments of amounts borrowed
term borrowing (excluding interest payments )

Cash received from owners (as, for example, Payments to owners, such as cash
form issuing stock ).dividends

Il M UGIMWMINNGUSANG{M A (Preparing a statement of Cash Flows )

aumuIssiimwminnugsuiwianimssimeidunnsnSimi

meoyisign Balance Sheet AiF §j11G1IS:
Y ' 'ALLISON CORPORATION
Income Statement
For the Year Ended December 31, 2001
Revenue and gains:

NEE SAIES ...veveiiieeee s $900,000
Dividends earned............cccoevveeeeiiciiiee e 3,000
Interest earned..........covviiiiieiieie e 6,000
Gain on sales of plant @SSets .........cccovvererenininiennn 31,000
Total revenue and gains ..........cccceevvevieiieeneecie e $940,000
Costs, expenses, and 10SSES........ccvvvververrereerieereeseenees

Costs of goods Sold ..........cccceverviiiiiinine $500,000

Operating expenses (including depreciation

Of $40,000).....cceiiiiiiiieriesese e 300,000

INterest eXPENSE......cccvvervreeviiiee e 35,000

Income taxes eXPENSE........cccvevvveerriveeriinnans 36,000

Loss on sales of marketable securities........... 4,000

Total costs, expenses, and 10SSES ......cccviveiiiiiiiiiiiiiinne. 875,000
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NEE INCOMB. ..ot $65,000
Additional information

An analysis of changes in the balance sheet accounts of Allison Corporation provides the
following information about the company’s activities in the current year. To assist in the
preparation of a statement of cash flows, we have classified this information into the categories of
operating activities, investing activities, and financing activities.

OPERATING ACTIVITIES

8- Accounts receivable increased by $30,000 during the year.

9- Dividend revenue is recognized on the accrual basis. Accrued interest

receivable decreased by $1,000 during the year.
10- Inventory increased by $10,000 and accounts payable increased by
$15,000 during the year.

11- During the , short-term prepaid expenses increased by $3,000 and
accrued expenses payable (other than for interest or income taxes ) decreased by
$6,000. Depreciation for the year amounted to $40,000.

12- The accrued liabilities for interest payable and for income taxes payable

increased by a total of $5,000 during the year.

INVESTING ACTIVITIES

13- Analysis of the marketable securities account shows debit entries of
65,000, representing the cost of securities purchased, and credit entries of $40,000,
representing the cost of securities sold. (None of the marketable securities is viewed as
a cash equivalent. )

(7) Analysis of the Notes Receivable account shows $17,000 in debit entries,
representing cash loans made by Allison Corporation during the year, and
$12,000 in credit entries, representing collections of notes receivable.
(Collections of interest were recorded in the Interest Revenue account and
are considered cash flows from operating activities.)

14- Allison Corporation Corporation purchased plant assets for $200,000
during the year, paying $160,000 cash and issuing a long-term note payable for the
$40,000 balance. In addition, the company sold plant assets with a book value of
$44,000.

FINANCING ACTIVITIES
15- During the year, Allison Corporation borrowed $45,000 cash by issuing
short-term notes payable to banks. Also, the company repaid $55,000 in principal
amounts due on these loans and other notes payable . ( Interest payments are classified
as operating activities.)
16- The company issued bonds payable for $100,000 cash .
(11) The company issued for cash 1,000 shares of $10 par value capital stock
at a price of $50 per share.
(12) Cash dividends declared and paid to stockholders amounted to $40,000
during the year. Using this information, we will now illustrate the steps in preparing
Allison Corporation’s statement of cash flows and also a supporting schedule disclosing the
“noncash “ investing and financing activities. In our discussion , we will often refer to
these items of “ Additional information “ by citing the paragraph numbers shown in
parentheses.
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1/ Cash flows from operating activities
Net cash flow from operations #ieisa Cash receipts from customers yn

Investment Income received (Interest and Dividends) «» Cash payments for purchases for
purchases of merchandise and for expenses «#siss Cash flow from operations s Convert the
company’s accrual basis measurements of revenue and expenses to the cash basis #nnpunaman: Net

sales, investment income, cost of good sold, and expenses from the accrual basis to the cash basis

IMmBTMEERNIMY |
) s

s. Cash received from customers To the extent that sales are made for cash,
there is no difference between the amount of cash received from customers and the amount
recorded as sales revenue. Differences do arise, however, when sales are made on account. If
account receivable have increased during the year, credit sales have exceeded collections of
account receivable. Therefore, we must deduct the increase in account receivable over the year
from net sales in order to determine the
amount of cash received. If accounts receivable have decreased over the year, collection of these
accounts must have exceeded credit sales. Therefore, we must add the decrease in account
receivable to net sales to determine the amount of cash received. The relationship between cash
received from customers and net sales is summarized below:

Cash received Net + decrease in accounts receivable
= or
from customers sales - Increase in accounts receivable

The increase or decrease in accounts receivable is determined simply by comparing the
year end balance in the account to its balance at the beginning of the year.

In our Allison Corporation example, paragraph (1) of the additional information tells us
those accounts receivable has increased by $30,000 during the year. The income statement shows
net sales for the year of $900,000. Therefore, the amount of cash received from customers may be
computed as follows :

Net sales (accrual basis )........ccccveviiiiiiiiiiii e,
Less: Increase in accounts receivable ........ooovvveeeccceceeeeee e
Cash received fromM CUSTOMELS ......eeeeee e

Interest and dividends received Our next objective is to determine the amounts of cash
collect during the year as dividends and interest . As explained in paragraph (2) of the additional
information dividend revenue is recorded on the cash basis. Therefore, the $3,000 shown in the
income statement also represents the amount of cash received as dividends.

Interest revenue, on the other hand, is recognized on the accrual basis. We have already
shown how to convert one type of revenue, net sales, from the accrual basis to the cash many use
the same approach in converting interest revenue from the accrual basis to the cash basis .Our
formula for converting net sales to the cash basis may be modified to convert interest revenue to
the cash basis as follows :
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Interest Interest + decrease in interest receivable

received revenue increase in interest receivable
The income statement for Allison Corporation Shows interest revenue of $6,000, and
paragraph (2) states that the amount of accrued interest receivable has decreased by $1,000 during
the year. Thus, the amount of cash received as interest may be computer as follows.

Interest revenue (aCCrual DasiS)..........cccvevverieiiieie e $6,000
Add: Decrease in accrued interest receivable...........ccovveeiviieeeiiiiieee s, 1,000
Interest received (Cash DASIS).........coviveiiiiiiice e $7,000

The amounts of interest and dividends received in cash are combined for presentation in the
statement of cash flows:

Interest received (Cash DASIS).......c.cereireriiirire e $ 7,000
Dividends received (Cash DasiS).........ccccveveiieiieieiic e, 3,000
Interest and dividends reCeIVEd...........coeveieiiiiii e $10,000

2/. Cash payments for merchandise and for expenses

The next item in the statement of cash flows, “ Cash paid to suppliers and
employees, ““ includes all cash payments for purchases of merchandise and for operating expenses
(all expenses other than interest and income taxes). Payments of interest and income taxes are
listed as a separate item in the statement. The amounts of cash paid for purchases of merchandise
and for operating expenses are
computed separately.

* Cash paid for purchases of merchandise The relationship between cash payments for
purchases of merchandise and the cost of goods sold depends upon the changes during the period
in inventory and in accounts payable to suppliers of merchandise. This relationship may be stated
as follows:

( +increase in " ( + decrease in A
Cash payments  Cost of inventory accounts payable
- 4 or > and < or >
for purchases goods sold | _ decrease in - increase in
S inventory * accounts payable )

Using information from the Allison Corporation income income statement and
paragraph (3), the cash payments for purchases may be computed as follows:

C0St gOOS SOIA.......cveieiiieieece e $500,000
Add: INCrease iN INVENTOIY........ccoieeieririieesee e 10,000
Net purchases (accrual Dasis).........cccovvererieereeiesieeseee e $510,000
Less: Increase in accounts payable to supplies...........cccocverennene 15,000
Cash payments for purchases of merchandise.............cc.ccccuveneee. $495,000

Let us review the logic behind this computation. If a company is increasing its
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inventory, it will be buying more merchandise than it sells during the period ; furthermore, if the
company is increasing its account payable to merchandise creditors, it is not paying cash for all of
these purchases.

t. Cash payments for expense Expenses, as shown in the income statement, represent the
cost of goods and services used up during the period. However, the amounts shown as
expenses may differ significantly from the cash payments made during the period.
Consider, for example, depreciation expense. Recording depreciation expense requires
no cash payment, but it does increase total expenses measured on the accrual basis.
Thus, in converting accrual-basis expenses to the cash basis, we must deduct
depreciation expense and any other “ noncash “
expenses- expenses not requiring cash outlays-include amortization of intangible assets
and amortization of intangible assets and amortization of bond discount.

A second area of difference arises from short-term timing differences between the
recognition of expenses and the actual cash payments. Expenses are recorded in
accounting records when the related goods or services are used. However, the cash
payments for these expenses might occur (1) in an earlier period, (2) in the same period
or (3) in a latter period . Let us briefly consider each case:

1. If payment is made in advance. the payment creates an asset. termed a prepaid
expense, or in our formula, a ““ prepayment. “

2. If payment is made in the same period. no problem arises because the cash payment
is equal to the amount of expense .

3. If payment is made in a later period, the payment reduces a liability for an accrued
expense payable.

The relationships between cash payments and accrual-basis expenses are summarized

below:
Q increase in ) @ecrease in related
related accrued liabilities
Cash payments - Depreciation prepay ments
for expenses = Expenses ) and other non — and< or > and< or
cash expenses - (decrease in related - increase in related
prepayments accrugd liabilities
\ J

In a statement of cash flows, cash payments for interest and for inc%me taxes are shown
separately from cash payments for operating expenses. Using data from Allison Corporation’s
income statement and from paragraph (4), we may compute the company’s cash payments from
operating expenses as follows:

Operating expenses (including depreciation)..........ccccccvevveevieiieciee s, $300,000
Less: Noncash expenses (depreCiation..........coooevevvereneneneeneseseseniens 40,000
SUBLOLAL ..o e $260,000
Add: Increase in short-term prepayments.........ccccoevvevieevesieesneieennn, $3,000

Decrease in accrued Habilities.........cccooviiiiiiiiice 6,000 9,000
Cash payments for operating eXPeNSES.........ccvvevververeereeieesieesiesieeseens $269,000

* Cash paid to suppliers and employees The caption used in our cash flow statement, “
Cash paid to suppliers and employees, ““ includes both cash payments for purchases and for
operating expenses. This cash outflow may now be computed as follows:
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Cash payments for purchases of merchandise............cccccceevvvennen. $495,000
Cash payments for operating eXpenSes..........ccoceeerereeieeieeneneniens 269,000
Cash payments to suppliers and employees............ccccevevvvervennenne. $764,000

* Cash payments for interest and taxes Interest expense and income taxes expense may be
converted to cash payments with the same formula we used to convert operating expenses. Allison
Corporation’s income statement shows interest
expense of $35,000 and income taxes expense of $ 36,000. However, paragraph (5) states that the
accrued liabilities for interest payable and income taxes increased by a total of $5,000. Thus, the
amount of the cash payments for interest and taxes may be computed as follows:

INEEIESE EXPENSE. ....veevierieiieste ettt ettt te e e e e e st besresteereenaeneenee e $35,000
INCOME TAXES BXPENSE. .. vvieieiiieiiieeesiieeesie e siie s siae et e e e e e e b e srbee s snneeans 36,000
RS U] o] (] v R $71,000
Less: Increase in related accrued lHabilities........c.ooovvveivieiiciec i 5,000
Interest and INCOME taXeS PAIM..........ccververerieieieiieiee e $66,000

u. A quick review We have now shown the computation of each cash flow relating to
Allison Corporation’s For your convenience, we will again show the operating
activities section of that statement, illustrating the information developed in the
preceding paragraphs.

Cash flows from operating activities:

Cash received from CUSTOMENS.......ocovveveeeevciee e $870,000

Interest and dividends received............ccoovveveveneicineienne 10,000

Cash provided by operating aCtiVities..........cccvereireneisiie e $880,000
Cash paid to suppliers and employees...........cccccceveevrrneanee. $(764,000)

Interest and taxes PaId.........cccoevvriieiicieie e (66,000)

Cash disbursed for operating aCtiVities...........cccooveveeveiievi e (830,000)
Net cash flow from operating aCtiVities............cceverereiiieneneneseeeeeees $50,000

Differences between net income and net cash flow from operations

Allison Corporation reported net income of $65,000. but net cash flow from operations of
only $50,000. What caused this $15,000 difference ?

The answer, in short, is many things. First. depreciation expense reduces net income but
does not affect net cash flow. Next, all the adjustments that we made to net sales, cost of goods
sold. and expenses represented short-term timing differences between net income and the
underlying net cash flow from operating activities. Finally. nonoperating gains and losses may
cause substantial differences betweens net income and net cash flow operations.

Nonoperating gains and losses may result from sales of plant assets, marketable securities,
and other investments; or from the retirement of long-term debt These gains and losses affect the
cash flows relating to investing or financing activities, not the cash flows from operating activities.

* An alternative method of reporting operating cash flows In this textbook, we use the
direct method of reporting net cash flow from operations. The direct method identifies the major
operating cash flows, using such captions as “ Cash received from customers, “ and ““ Cash paid to
suppliers and employees. “

Lecturer Mr. Bean Yim, Tel:011 893 267, E-mail: yim_bean@yahoo.com Page 157



mailto:yim_bean@yahoo.com

Cambodian University for Specialty General Accounting

An acceptable and widely used alternative is the indirect method. Instead of listing cash
inflows and outflows, the indirect method begins with the company’s net income and then shows
the adjustments necessary to convert this figure to net cash flow from operations.

The indirect method of computing net cash flow from operations will be explained in the
intermediate accounting course. However, a brief illustration of this method appears later in this
chapter.

3/ Cash flows from investing activities

Paragraphs (6) through (8) in the Additional Information for our Allison Corporation
example provides most of the information necessary to determine the cash flows from investing
activities. In the following discussion, we will illustrate the presentation of these cash flows and
also explain the sources of the information contained in the numbered paragraphs.

Much information about investing activities can be obtained simply by looking at the
changes in the related asset accounts during the year. Debit entries in these accounts represent
purchases of the assets, or cash outlays. outlays. Credit entries represent sales of the assets, or cash
receipts. However, credit entries in asset accounts represent only the cost (or book value) of the
assets sold. To determine the cash proceeds from these sales transactions, we must adjust the
amount of the credit entries for any gains or losses recognized on the sales.

* Purchyases and sales of securities To illustrate, consider paragraph (6) which summarizes
the debit and credit entries to the Marketable Securities account. As explained earlier in this
chapter, The $65,000 in debit entries represents purchases of marketable securities. The $44,000 in
credit entries represents the cost of marketable securities sold during the period. However, the
income statement shows that these securities were sold at a $4,000 loss. Thus, the cash proceeds
from these sales amounted to only $40,000 ($44,000 cost, minus $4,000 loss on sale). In the
statement of cash flows, these investing activities are summarized as follows:

Purchases of marketable SECUNItIES...........cccvevvviveiiiiicie e, $(65,000)
Proceeds from sales of marketable SECUItIeS ..........cccvvveeiiiiiieeiiiiieeeee, $40,000

* Loans made and collected Paragraph (7) provides all the information necessary to
summarize the cash flows from making and collecting loans:
LOANS MAAE. ...ttt $(17,000)
CollECtions ON H0ANS.......cc.cviiiiieieice e $12,000

This information comes directly from the Notes Receivable account. Debit entries in the account
represent new loans made during the year; credit entries indicate collections on outstanding notes
(loans). (Collections of interest are credited to the Interest Revenue account and are included
among the cash receipts from operating activities.)

v. Cash paid to acquire plant assets Paragraph (8) states that Allison Corporation
purchased plant assets during the year for $200,000, paying $160,000 in cash and
issuing a long-term note payable for the $40,000 balance. Notice that only the $160,000
cash payment appears in the statement of cash flows. However, one objective of this
financial statement is to show all of the company’s investing and financing activities
during the year. Therefore, the noncash aspects of these transactions are shown in a
supplementary schedule, as follows:

SCHEDULE OF NONCASH INVESTING AND FINANCING ACTIVITIES
Purchases of plant @SSetS........c.viververeiieieeie e $200,000
Less: Portion financed through issuance of long-term debt.................. 40,000
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Cash paid to acquire plant aSSetsS.........ccccvvviieieierenenese e $160,000
This supporting schedule should accompany the statement of cash flows.

* Proceeds from sales of plant assets Assume that an analysis of the plant asset accounts
shows net credit entries totaling $44,000 in the year. (“ Net credit entries “ means all credit entries,
net of related debits to accumulated depreciation when assets were sold ). These “net credit
entries” represent the book value of plant assets sold during the year. However, the income
statement shows that these assets were sold at a gain of $31,000 . Therefore, the cash proceeds
from sales of plant assets amounted to $75,000. as shown below:

Book value of plant assets SOId..........cooierriieniineee e $44,000
Add: Gain on sales of plant aSSets..........ccccvvvevveiiiieiiere e 31,000
Proceeds from sales of plant @Ssts.........cccooeierinininiinieee e $75,000

4/ Cash flows from financing activities

Cash flows from financing activities are determined by analyzing the debit and credit
changes recorded in the related balance sheet accounts during the period. In a sense, cash flows
from financing activities are more easily determined than those relating to investing activities,
because financing activities seldom involve gains or losses. Thus, we generally do not have to
adjust the debit or credit changes in the balance sheet accounts in order to determine the related
cash flows. Credit changes in such accounts as Notes Payable and the accounts for long term debt
and paid in capital usually indicate cash receipts debit changes indicate cash payments.

* Short-term borrowing transactions. To illustrate, consider paragraph (9) which provides
the information supporting the following cash flows:

Proceeds from short- term borrowing..........c.ccceeveveeiieiveieciennnnn $45,000

Payments to settle short-term debts...........ccoovveiiiiiniiiiien, (55,000)

Is it possible to determine the proceeds of short- term borrowing transactions throughout
the year without carefully reviewing the cash rece\
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