NOTE: The China Trade practice set that follows was developed by Prof. Donald A. Schwartz, National University, for use in his Applied Technology course for accounting majors. The prerequisite for this course is the university’s course in Financial Accounting Fundamentals (the accounting principles course). 


This project emphasizes problem-solving. Students apply their knowledge of Peachtree to set up a new business, analyze and record transactions, and perform end-of-month activities including accruals and other adjusting entries. −Carol Yacht
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Designed for use in both online and classroom courses, China Trade is a short computer accounting project – the estimated time to complete is 4 to 6 hours depending upon familiarity with basic accounting principles and with the Peachtree approach. Its purpose is to provide accounting majors with an opportunity to gain “hands on” computer accounting skills not generally afforded by concept-focused accounting courses. It is recommended that students complete at least one course in financial accounting fundamentals before being assigned this project. The project includes the following tasks:

· Setup of a new company, including a chart of accounts.

· Record ten business transactions, including the issuance of stock, the purchase of a fixed asset for cash and note payable, the purchase and sale of merchandise on credit, a payroll check with withholdings, payments for various operating expenses, and the payment of a dividend.

· The use of subsidiary ledgers for accounts receivable and accounts payable, and the application of payments on account to specific invoices.

· The preparation of adjusting journal entries for depreciation, expense accruals, inventory adjustment to physical, allowance for doubtful accounts based on aged receivables, reclassification of current portion of long-term debt, and income tax accrual. 

· Analysis and written summary of internal control features.

· Exporting of financial statements, journals and other reports to Excel.


Students are provided with detailed instructions on the use of Peachtree Complete Accounting for each of the assigned tasks, so as to require little if any instructor assistance. 

Instructors are provided with two sets of Excel files containing answer-key reports “before” and “after” adjusting journal entries have been entered.  

CHINA TRADE, INC
It is September, 2005, nearly two years after you received your accounting degree. While attending the university, you became acquainted with fellow students Mae Ling and James Madison. They have recently established a company to import art objects from China to sell to specialty stores in your area. 

Last July, Ling and Madison formed a corporation under the name China Trade, Inc.  They have asked you to set up an accounting system and to do the accounting for their first month of operations, including the preparation of financial statements for August, 2005. They provide you with copies of sales invoices and a check register that shows cash receipts and check payments.

Ling and Madison inform you that the financial statements will be audited by a prospective investor who is willing to pay up to 10 times annualized earnings per share for 50% of their holdings.  For that reason, the financial statements need to be more precisely accurate than would typically be required for an interim period.

Accounting principles to be observed
Financial statements are to be prepared under the accrual basis of accounting.

You recommend the use of a perpetual inventory approach in which the Inventory account is increased by purchases and reduced by when sold with an offsetting charge to Cost of Goods Sold. 

Depreciation expense will be calculated under the straight line method, with a 5-year life used for equipment and vehicles. Assets acquired before the 15th or disposed of after the 15th of a month are to be depreciated for the full month of acquisition or disposition.

You recommend that purchases of merchandise flow through Accounts Payable, but that operating expenses be recorded when paid, and accrued by adjusting journal entry at period end.

All sales transactions, whether C.O.D. or credit, are to flow through Accounts Receivable. 

Company Management Policies

Sales and Receivables
Normal terms of sale:  Net 10 days, no discount, credit limit $2,500

No Finance Charge will be applied to past due balances

No “Custom Fields” for customer information will be needed initially

Purchases and Accounts Payable
Vendors are not expected to offer cash discounts

Merchandise purchases are to be charged to Inventory (asset)

Age vendor invoices by invoice date rather than due date

No “Custom Fields” for vendor information will be needed initially

Inventory

The sale of inventory to retailers for resale is exempt from sales tax

No “Custom Fields” for inventory information will be needed initially

Payroll

Payroll will be started next year; no setup is required initially.

Part 1 - Company Setup and Chart of Accounts
(a)
Set up China Trade, Inc. as a new company

Company Information
China Trade, Inc.  (a California “C” corporation)

11255 N. Torrey Pines Rd.

La Jolla, CA  92037

Phone (858) 555-8420

Fax (858) 555-0397

Fed ID:  33-123456

State ID: 765-4321

State Unemployment Ins. No. (none) 

The Chart of Accounts is to be set up “from scratch,” use the Build your own company option

The accrual method of accounting is to be used

Real-time posting can be used

12 monthly accounting periods per year will be used

Fiscal year is to Start August, 2005
First month of data is August, 2005
First year of entering payroll, 2006

The Setup Checklist need not be completed at this time.

Under Options | Global, select the tab “Accounting” and under the heading Decimal Entry, click on “Manual” radio button. (This causes all amounts entered to be treated as whole dollars with “00” cents, as is the case with all China Trade transactions.) 

Also under Options | Global, under “Hide General Ledger Accounts”, uncheck any checks that may appear in the boxes for Accounts Receivable, Accounts Payable, or Payroll. (This causes the GL Account no. field to appear when entering transactions.) 

Also under Options | Global, make sure there is a check mark in the box called “Warn if a data record was changed but not yet saved”, and check the box for “Recalculate cash balance automatically in Receipts, Payments, and Payroll Entry.” 
(b)  
Use Maintain | Chart of Accounts to set up a preliminary Chart of Accounts that includes the General Ledger accounts listed below. (see Standard Chart of Accounts in the Appendix for suggested 3-digit GL Account numbers.)  


Enter the 3-digit Account ID and press ENTER; then type the Description. (For more professional-looking financial statements, it is suggested that only the first word in the Description have an initial capital letter. Under the tab called General, select the appropriate Account Type from the pull-down menu. (The Account Type is very important because it controls where the account will appear on the financial statements.) When finished, click on “Save” at the top of the screen, then on “New” to enter the next account. 


Account Description

Account Type



Cash-First National Bank

Cash


Accounts receivable

Accounts Receivable




Inventory

Inventory




Delivery van

Fixed Assets



Accum depr - delivery van

Accumulated Depreciation


Accounts payable

Accounts Payable


FICA and Medicare withheld

Other Current Liabilities


Fed income tax withheld

Other Current Liabilities


State income tax withheld

Other Current Liabilities


State disability withheld

Other Current Liabilities


Income tax payable

Other Current Liabilities


Note payable - long term

Long Term liabilities




Common stock

Equity - doesn’t close


Retained earnings

Equity - Retained Earnings



Dividends

Equity - gets closed


Sales

Income


Cost of goods sold

Cost of Sales


Advertising expense

Expenses



Depreciation expense

Expenses



Rent expense

Expenses


Telephone expense

Expenses



Wages expense

Expenses

Caution: 
After entering all of the above General Ledger accounts, go to Reports | General Ledger | Chart of Accounts, and check to make sure that each account title is spelled correctly and has the appropriate Account Type.
(c)
Under Maintain | Default Information | Customers | Payment Terms, change “Net due in” to 10 days, change Discount % to “0”, and use GL Account 410 for both the GL Sales and Discount GL accounts. Under the Account Aging tab, for “Age Invoices by” select Invoice date instead of Due date, change the 1st Column to read 10 and 0-10 days, and change the 2nd Column to read 60 and 11-60 days.  

(d)
Under Maintain | Default Information | Vendors | Payment Terms:

Click on “Due in number of days” and set “Net due in” to 30 days.

Use GL Acct. 120  (Inventory) for both the Purchase Account and Discount GL Account. 
Part 2 -  Record transactions for August 2005
Note that some transactions may require the addition of new accounts to the Chart of Accounts.   

Aug  1
The corporation opened a bank account at the First National Bank with a deposit totaling $10,000. The deposit consisted of a $5,000 investment by Mae Ling and an additional $5,000 by James Madison. In return, the corporation issued 500 shares of common stock to Ling and an equal number to Madison. (See the deposit on 8/1/2005 in the Check Register in the Appendix.)

For cash receipts, use the Receipts task.  If the receipt is not from a customer, leave customer name blank, and enter payer’s name in the Name field, in this case Mae Ling.  For both Deposit Ticket ID and Reference, enter the date, e.g. 8/1/05.  

Be sure the “Cash Account” in the upper right portion of the screen is GL Account 105. This is the cash account that will automatically be debited for each cash receipt transaction. 

In the distribution area below, select the “Apply to Revenues” tab rather than “Apply to Invoices”, since this cash receipt is not being applied to an unpaid sales invoice. For the GL Account on the first distribution line, either type in the appropriate GL Account number for Common Stock, or select it from the drop down list by clicking on the GL Account field and then clicking on the magnifying glass icon. Select the appropriate account, then press ENTER.  Skip the Unit Price field, and enter the amount in the Amount field of the distribution line. As a Description, you might enter “500 shares common stock”. When done with the cash receipt from Mae Ling, click on the Save icon to post. If you get a message saying, “Customer ID (Mae Ling) does not exist”, click on the Fast Add button. When a blank transaction screen appears, look at the updated “Balance:” at the right of the screen to see if it appears to be correct.


 Enter the cash receipt from James Madison in the same way.

Aug  1
Paid one month's rent for office space (see check no. 1001 listed in the Check Register in the Appendix).

For check payments, use Task | Payments.  (It has been decided that for the time being, only those vendors from whom merchandise inventory is purchased will be set up to flow through Accounts Payable.)  Again, check the updated “Balance:” at the right of the screen, to see if appears to be correct.

Aug  1
Purchased a pre-owned 2003 Ford Suburban van for $15,000 from Vans Unlimited:  $4,000 in cash (check no. 1002), remainder as a loan from the First National Bank in the form of a 12% (interest) note payable in 48 equal monthly installments.

Hint:  Use multiple distribution lines to record the $15,000 asset, along with a credit (negative) $11,000 for the note payable to the First National Bank.  Also, it is suggested that the title of the GL account be changed from “Note payable - long term”, to “Note - First National Bank” so that the liability is identified on the balance sheet. You can access the Maintain Chart of Accounts Screen directly by double-clicking on the GL Account No. 
Aug  6
Purchased on net 30-day terms and received delivery of art works from Shanghai Export Company (see vendor invoice no. 08-1234 in the Appendix).


Under Maintain | Vendors, set up Vendor ID: SHA101, Name: Shanghai Export Company. (See “Important Shortcut” below).  Skip all other fields.   


Use the Purchases/Receive Inventory task to select the Vendor ID and enter the Date, Invoice No, and amount. Leave the A/P Account as 210, and the debit default GL Account as 120 for “Inventory”.  

Important shortcut:
The next time you are about to record a transaction that requires the setup of a new account (e.g., vendor no., customer no., or GL account no.), double-click in the ID field to open the appropriate maintenance screen automatically -- rather than going through the Maintain menu.  In this manner you can easily add or change accounts “on the fly”. 

Aug 17
Delivered to The Gift Gallery on C.O.D. terms five ivory sculptures for $5,000 that cost China Trade $3,000. (China Trade sales Invoice no. 10001). Received payment in full upon delivery (see deposit in the Check Register this date).

Even though this sales invoice has already been rendered and paid for, you recommend that all sales flow through the sales/invoicing function in order to be included in the Sales Journal and in the Accounts Receivable records. 

Set up a new customer name and number: under Maintain | Customers/Prospects, set up Customer ID: GIF101, Name: The Gift Gallery. Under Sales Defaults tab, click on Terms at the bottom. Remove the check mark from  “Use Standard Terms”, and click on C.O.D.  Skip all other fields.  



Use the Sales/Invoicing task to select the Customer ID and enter the Date, Invoice No. and amount. Under the heading “A/R Account” at the far right, enter 110 if not already indicated. (Leave the default Sales GL Account as 410.)  Disregard any warning about exceeding the credit limit, since you will be entering the cash receipt immediately.

Since this sale was C.O.D., use the Receipts task to record the cash received from the customer. Use the date 8/17/04 for both the Deposit Ticket ID and the Reference. The “Apply to Invoices” tab should be highlighted. Apply the receipt to the open invoice by clicking on the “Pay” box on the right. The $5,000 invoice amount will appear as the amount paid by the customer by default. If the customer paid a different amount, you would have to change the amount paid. 

Use the General Journal Entry task to record the transfer from Inventory to Cost of Goods Sold. For the Reference, use JE-1.  Enter a description on the first line: “To record cost on Invoice No. 10001”. Make sure the same description appears on the second line of the journal entry so that there is proper explanation and audit trail in the General Ledger.

Aug 18
Invoiced Vanity Faire $8,000 for six Chinese paintings that cost China Trade $4,000 (China Trade sales Invoice No. 10002). 

Open the Sales/Invoicing task, and double-click on the Customer ID to set up VAN101, Name: Vanity Faire. Skip all other fields. Record the sales invoice as in the August 17 sale. Accept the posting despite the amount being in excess of the default credit limit. Then, in the General Journal,  journalize the cost of goods sold as was done in JE-1. Be sure to enter a similar description for both the debit and the credit entries. 

Aug 29
Record checks 1003 through 1005 for various expenses for the month (see Check Register in the Appendix).

Note that check no. 1003 is a payroll check: enter the Gross Pay as a positive figure, and each of the withholding taxes on a separate line as a negative figure. For the Description to appear in the Cash Disbursements Journal, enter “Period end Aug 29”on each distribution line. Note that on check no. 1004, $1,000 of the $1,100 was for the purchase and installation of a telephone system, to be capitalized in a new fixed asset account called Telephone Equipment.  (Double-click in the GL Account field to open the “Maintain Chart of Accounts” window and add the account on the fly.)


Aug 30
 Received payment of  $2,000 on account from the client billed on the 18th  (see Check Register).

Aug 31
The Board of Directors declared a dividend of $1.00 per share, and checks were drawn the same day (check nos. 1006 and 1007).

Aug 31
Paid Shanghai Export Co. on account (check no. 1008). (See also the merchandise purchase on August 6.)

After the above transactions have been recorded but before Part 3 adjusting journal entries have been entered, print an unadjusted balance sheet and income statement. (The cash balance should be $2,000, and the Net Income amount $2,800.)

Turn in Reports, as required by the instructor

Prior to entering the adjusting journal entries in Part 3, the instructor may require students to turn in “unadjusted” financial statements and other reports, such as those listed below, for comment and/or grading.* 

1. Balance Sheet  (Financial Statements group)




2. Income Statement  (Financial Statements group)



3. General Journal  (General Ledger group)

4. Cash Receipts Journal  (Accounts Receivable group)

5. Cash Disbursements Journal (Accounts Payable group)

6. Aged Receivables (Accounts Receivable group)

7. Aged Payables (Accounts Payable group)



*Students in online classes can email the above reports to the instructor by exporting each report to a separate worksheet within the same Excel file, as explained at the end of Part 5…  except that the Excel file should have the file name (Your last name) China Unadj, to distinguish it from the Excel file that will later contain the adjusting journal entries and adjusted financial statements. 

Part 3 - Adjusting Journal Entries
It is September 18 and you have just completed a review of the transactions for September to date. For each of the fact situations listed below, record the appropriate adjusting journal entry as of August 31. Include a brief description (explanation) on both lines of each entry so that both General Ledger accounts will show the description. As an example, “to accrue unrecorded wages at Aug 31” would appear on both debit and credit lines.  Number the entries AJE-1, AJE-2, etc.  All journal entries are to be dated August 31, 2005.

Note that the Peachtree program will automatically reverse a journal entry on the first day of the next monthly accounting period if the “Reverse Transaction” box is checked.  It is important to reverse those accruals that would otherwise be duplicated when the normal bookkeeping entry is made in the next month. 

Suggestion: 
Leave the General Journal Entry window open until the last adjusting journal entry has been entered. By leaving it open, the program will automatically increment the Journal Entry No.

Note:
Many of the adjusting entries will require the setup of one or more new general ledger accounts. They should be selected from the Standard Chart of Accounts in the Appendix. Be sure to apply the appropriate “Type” category so that new accounts will appear in the appropriate section of the financial statements.   

 (1)
On August 31, the inventory was counted and priced, and it was determined that there was actually $4,500 in stock on that date. Upon investigation, it was determined that the cost of items sold to The Gift Gallery had been miscalculated (understated) by $500.


Hint:  Adjustments to Inventory on the balance sheet are offset to Cost of Goods Sold on the income statement.

 (2)
Record depreciation for August.


Hint:  Refer to “Accounting Principles” on page 2 regarding depreciation of fixed assets. Note that the telephone equipment was purchased on the 29th of the month.
 (3)
On September 5, the first monthly payment on the note payable to the First National Bank was made in the amount of $289.67.      


Hints:
Refer to the Loan Amortization Schedule in the Appendix for the amount of interest to be accrued. (The payment of principal is not subject to accrual.)  For the credit side of the entry, use the Accrued Expenses Payable account rather than Accounts Payable. (If the Accounts Payable account were used, the General Ledger account would be thrown out of balance with Accounts Payable subsidiary ledger total.)   

Reminder:
Is this an accrual that should be reversed next month? If so, check “Reverse 
Transaction”.  

 (4)
GAAP requires that the current portion of a long-term liability be classified as a current liability on the balance sheet. 

Hints: 
Refer to the Loan Amortization Schedule in the Appendix to determine the amount of the principal (not the interest) that is due and payable within 12 months of the balance sheet date. Use the “Current portion of long-term debt” account in the Standard Chart of Accounts for the current portion.

 (5)
In accordance with the GAAP requirement that a reasonable estimate be made of uncollectible receivables, Ling and Madison estimate that 5% of the past due Accounts Receivable may not be collected. 


Hint: Display the Aged Receivable report and note the past due amount that remains unpaid beyond the allowed 10 days.
 (6)
You estimate the combined federal and state income tax rate to be 25% of net income before taxes.


Use the Income Tax Payable account for the tax liability.


Hints:
It will be necessary to determine the amount of net income before taxes after posting all other adjusting journal entries. As a check figure, the income before tax is $1,640.00. (See Standard Chart of Accounts for appropriate expense and current liability accounts.)

After the adjusting entries have been recorded, print the following reports for August.*

· Balance Sheet  (Financial Statements group)




· Income Statement  (Financial Statements group)



· General Journal  (General Ledger group)

*Students in online classes  can email reports to the instructor by exporting each report to a separate worksheet within a single Excel file, as explained in at the end of Part 5.    

Part 4 - Internal Control Memo

Internal controls are policies and procedures designed to safeguard the assets of the company and ensure the accuracy and completeness of the accounting records.  The following are examples of internal control procedures that professional accountants recommend to their clients, and independent auditors observe in assessing the likelihood of the financial statements containing material misstatements whether due to error or fraud:  

· Cash balances in the general ledger should be reconciled to bank statements regularly each month.


· Access to accounting records should be limited to designated individuals.  


· Once a transaction has been entered, the ability to change or delete it entirely should be limited to some other individual, preferably a responsible official of the company.


· Authority and ability to write off an accounts receivable balance or grant a credit allowance to a customer should be limited to a responsible official of the company.


· There should be a warning if the sales invoice about to be posted would cause that customer’s balance to exceed his/her credit limit.
 

· Monthly statements should be sent to customers, so that customers will act as “auditors” and complain if overcharged or under-credited for their remittances.


· Dunning messages on invoices and on monthly statements, together with regular follow-up letters to past due accounts, should be used to speed collection and minimize uncollectibles. 


· Aged receivable reports should be produced regularly to identify the delinquent accounts and pursue them for payment.


· A perpetual inventory system should be employed in which at least the material items in inventory are tracked 


· Financial statements should be prepared monthly, with gross profit percentage and expense percentages, so that management can question apparent errors or omissions. 


· The monthly financial statements should be comparative, i.e. show last year’s figures alongside this year’s, preferably with percentages as well as dollar amounts, to make apparent any significant variations in revenue or expense items that should be investigated for possible error or even fraud.  


· Budgets should be prepared, and variances between actual and budgeted figures should be shown on budgetary income statements each month.


· Adequate audit trail must be provided so that questionable account balances can be easily analyzed and investigated. A listing of the individual transactions that comprise an account balance should be available, and for each of the listed transactions there should be a reference to the specific source document from which the transaction was entered. 



Required:

Explore the Peachtree program with a view toward determining which of the above procedures are made possible or are facilitated by the program. After such a review of the program, use Microsoft Word to write a memo addressed to the directors of China Trade, James Madison and Mae Ling, in which you use bullets to list features of the Peachtree program that will help the company to implement sound internal control policies and procedures.  In a separate paragraph, identify any weaknesses or deficiencies relating to internal control that you have observed in the program. Also point out the kinds of errors and omissions that cannot be prevented by any accounting system, manual or computerized, no matter how well designed.

Part 5 – Export Peachtree Reports to Excel 

It is often necessary to “export” reports from a computer accounting program to a spreadsheet program such as Excel for purposes of analyzing data, consolidating multiple entities, comparing with prior periods, condensing to fit on one page, reformatting for formal presentation, and the like. 

Use the steps shown below to export each of the following reports to a separate worksheet in a single Excel workbook that has the file name:  (Your last name) China Trade. 

· Balance Sheet

· Income Statement

· General Journal 


Click on  Reports | Financial Statements 


Select  <Standard> Balance Sheet

Time Frame: Current Period, OK

Click on the Excel icon

When the dialog box appears, select Create a new Microsoft Excel workbook, OK


From the File menu, “Save as” (Your last name) China Trade 


Repeat the process for the remaining reports, except that when the dialog box appears, select:


  Add a new worksheet to an existing Microsoft Excel workbook

Then Browse to the file you saved from the previous step, and click OK.

After each report has been exported to a separate worksheet in the Excel workbook, select the Balance Sheet worksheet and perform the following steps:

· From the File menu, select Page Setup, then click on the Page tab at the top. Select “Portrait”, and Fit to: 1 page wide and 1 page tall.

· Click on the Header/Footer tab, Custom Header. In the right section of the customized header, type your first and last name.

· Click on Custom Footer, and delete all information in left, center and right sections.

Perform the same step for each of the remaining worksheets (reports). Except that, if Aged Receivables, Aged Payables, or other wide reports have been exported, use Landscape rather than Portrait orientation.

Use the Print Preview to make sure that each of the reports will print on a single vertical page.
Students in online classes:

When complete, send your China Trade Excel file and your Internal Control Memo Word file as email attachments to the instructor for grading. 

Students in onground classes:

Turn in the printouts from your China Trade Excel file along with a printout of your Internal Control Memo.

CHINA TRADE, INC. 

APPENDIX

STANDARD CHART OF ACCOUNTS 

	100
	Current Assets
	
	200
	Current Liabilities
	

	105
	Cash in bank
	
	202
	Notes payable
	

	109
	Petty cash
	
	210
	Accounts payable
	

	110
	Accounts receivable
	
	212
	Accrued expenses payable
	

	118
	Allowance for doubtful accts
	
	220
	Wages payable
	

	120
	Inventory
	
	221
	FICA & Medicare withheld
	

	130
	Prepaid expenses
	
	222
	Fed income tax withheld
	

	
	
	
	223
	State income tax withheld
	

	140
	Property and Equipment
	
	225
	State disability withheld
	

	141
	Land
	
	230
	Current portion long-term debt
	

	142
	Building
	
	
	
	

	143
	Leasehold improvements
	
	246
	Sales tax payable
	

	144
	Furniture and fixtures
	
	248
	Income tax payable
	

	145
	Equipment
	
	
	
	

	146
	Automotive equipment
	
	250
	Long-Term Liabilities
	

	
	
	
	252
	Mortgage payable
	

	150
	Accumulated Depreciation
	
	261
	Long-term note payable
	

	152
	Depr-building
	
	271
	Due to officer
	

	153
	Depr-leasehold improvements
	
	
	
	

	154
	Depr-furniture and fixtures
	
	300
	Stockholders’ Equity
	

	155
	Depr-equipment
	
	381
	Common stock
	

	156
	Depr-automotive equipment
	
	383
	Paid-in capital
	

	
	
	
	390
	Retained earnings
	

	160
	Other Assets
	
	392
	Dividends
	

	162
	Long-term investments
	
	395
	Treasury stock
	

	168
	Due from officer
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	400
	Revenue
	
	Operating Expenses (continued)

	410
	Sales
	
	657
	Licenses and permits
	

	
	
	
	659
	Miscellaneous expense
	

	500
	Cost of Sales
	
	660
	Office expense
	

	510
	Cost of goods sold
	
	666
	Postage
	

	
	
	
	667
	Professional fees 
	

	600
	Operating Expenses
	
	668
	Rent expense
	

	610
	Salaries and wages
	
	669
	Rental of equipment
	

	621
	Advertising
	
	672
	Repair and maintenance
	

	622
	Amortiz leasehold improv.
	
	680
	Taxes-payroll
	

	623
	Automobile expense
	
	681
	Tax-real estate
	

	626
	Bad debts expense
	
	687
	Tax-sales and use
	

	627
	Bank service charge
	
	690
	Telephone
	

	632
	Commissions
	
	691
	Travel
	

	634
	Contributions
	
	695
	Utilities
	

	638
	Depreciation expense
	
	
	
	

	640
	Dues and subscriptions
	
	700
	Other Income (Expense)
	

	643
	Entertainment
	
	710
	Interest income
	

	650
	Insurance
	
	790
	Miscellaneous income
	

	652
	Insurance - officer life
	
	
	
	

	655
	Interest expense
	
	895
	Income tax expense
	

	
	
	
	
	
	


	LOAN AMORTIZATION SCHEDULE

LOAN AMORTIZATION SCHEDULE



	for CHINA TRADE, INC.



	
	
	
	
	
	
	

	Annual Percentage Rate: 12.00%
	
	
	

	Principal: $11,000
	
	
	
	

	Number of monthly payments: 48
	
	
	

	
	
	
	
	
	Remaining
	Total

	Payment
	Payment
	Principal
	Interest
	Total
	Principal
	Loan

	Number
	Date
	Payment
	Payment
	Payment
	Balance
	Balance

	
	
	
	
	
	
	

	1
	9/1/05
	179.67
	110.00
	289.67
	10,820.33
	13,614.49

	2
	10/1/05
	181.47
	108.20
	289.67
	10,638.86
	13,324.82

	3
	11/1/05
	183.28
	106.39
	289.67
	10,455.58
	13,035.15

	4
	12/1/05
	185.11
	104.56
	289.67
	10,270.47
	12,745.48

	
	
	---------------
	---------------
	---------------
	
	

	Subtotal
	
	729.53
	429.15
	1,158.68
	
	

	
	
	
	
	
	
	

	5
	1/1/06
	186.97
	102.70
	289.67
	10,083.50
	12,455.81

	6
	2/1/06
	188.83
	100.84
	289.67
	9,894.67
	12,166.14

	7
	3/1/06
	190.72
	98.95
	289.67
	9,703.95
	11,876.47

	8
	4/1/06
	192.63
	97.04
	289.67
	9,511.32
	11,586.80

	9
	5/1/06
	194.56
	95.11
	289.67
	9,316.76
	11,297.13

	10
	6/1/06
	196.50
	93.17
	289.67
	9,120.26
	11,007.46

	11
	7/1/06
	198.47
	91.20
	289.67
	8,921.79
	10,717.79

	12
	8/1/06
	200.45
	89.22
	289.67
	8,721.34
	10,428.12

	13
	9/1/06
	202.46
	87.21
	289.67
	8,518.88
	10,138.45

	14
	10/1/06
	204.48
	85.19
	289.67
	8,314.40
	9,848.78

	15
	11/1/06
	206.53
	83.14
	289.67
	8,107.87
	9,559.11

	16
	12/1/06
	208.59
	81.08
	289.67
	7,899.28
	9,269.44

	
	
	---------------
	---------------
	---------------
	
	

	Subtotal
	
	2,371.19
	1,104.85
	3,476.04
	
	

	
	
	
	
	
	
	

	17
	1/1/07
	210.68
	78.99
	289.67
	7,688.60
	8,979.77

	18
	2/1/07
	212.78
	76.89
	289.67
	7,475.82
	8,690.10

	19
	3/1/07
	214.91
	74.76
	289.67
	7,260.91
	8,400.43

	20
	4/1/07
	217.06
	72.61
	289.67
	7,043.85
	8,110.76

	21
	5/1/07
	219.23
	70.44
	289.67
	6,824.62
	7,821.09

	22
	6/1/07
	221.42
	68.25
	289.67
	6,603.20
	7,531.42

	23
	7/1/07
	223.64
	66.03
	289.67
	6,379.56
	7,241.75

	24
	8/1/07
	225.87
	63.80
	289.67
	6,153.69
	6,952.08

	25
	9/1/07
	228.13
	61.54
	289.67
	5,925.56
	6,662.41

	26
	10/1/07
	230.41
	59.26
	289.67
	5,695.15
	6,372.74

	27
	11/1/07
	232.72
	56.95
	289.67
	5,462.43
	6,083.07

	28
	12/1/07
	235.05
	54.62
	289.67
	5,227.38
	5,793.40

	
	
	---------------
	---------------
	---------------
	
	

	Subtotal
	
	2,671.90
	804.14
	3,476.04
	
	

	
	
	
	
	
	
	

	29
	1/1/08
	237.40
	52.27
	289.67
	4,989.98
	5,503.73

	30
	2/1/08
	239.77
	49.90
	289.67
	4,750.21
	5,214.06

	31
	3/1/08
	242.17
	47.50
	289.67
	4,508.04
	4,924.39

	32
	4/1/08
	244.59
	45.08
	289.67
	4,263.45
	4,634.72

	33
	5/1/08
	247.04
	42.63
	289.67
	4,016.41
	4,345.05

	34
	6/1/08
	249.51
	40.16
	289.67
	3,766.90
	4,055.38

	35
	7/1/08
	252.00
	37.67
	289.67
	3,514.90
	3,765.71

	36
	8/1/08
	254.52
	35.15
	289.67
	3,260.38
	3,476.04

	37
	9/1/08
	257.07
	32.60
	289.67
	3,003.31
	3,186.37

	38
	10/1/08
	259.64
	30.03
	289.67
	2,743.67
	2,896.70

	39
	11/1/08
	262.23
	27.44
	289.67
	2,481.44
	2,607.03

	40
	12/1/08
	264.86
	24.81
	289.67
	2,216.58
	2,317.36


	CHECK REGISTER

	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Date
	Num
	Name
	
	Payment
	
	Deposit
	Balance
	

	
	
	
	
	
	
	
	
	

	8/1/05
	DEP
	LING AND MADISON
	
	
	
	10,000.00
	10,000.00
	

	
	
	Mae Ling
	5,000.00
	
	
	
	
	

	
	
	James Madison
	5,000.00
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	8/1/05
	1001
	SIMPSON REALTY CO.
	
	1,000.00
	
	
	9,000.00
	

	
	
	Rent for month of August
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	8/1/05
	1002
	VANS UNLIMITED
	
	4,000.00
	
	
	5,000.00
	

	
	
	Down payment on $15,000 van
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	8/17/05
	DEP
	THE GIFT GALLERY
	
	
	
	5,000.00
	10,000.00
	

	
	
	Cost of goods $3,000
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	8/29/05
	1003
	JOHN J. JONES
	
	600.00
	
	
	9,400.00
	

	
	
	Wages 80 hours @ $10
	
	
	
	
	
	

	
	
	Gross pay
	800.00
	
	
	
	
	

	
	
	FICA and Medicare
	-60.00
	
	
	
	
	

	
	
	Federal withholding tax
	-100.00
	
	
	
	
	

	
	
	State withholding tax
	-30.00
	
	
	
	
	

	
	
	State disability insurance
	-10.00
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	8/29/05
	1004
	PACIFIC TELEPHONE
	
	1,100.00
	
	
	8,300.00
	

	
	
	New telephone system
	1,000.00
	
	
	
	
	

	
	
	Telephone service to Aug  15
	100.00
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	8/29/05
	1005
	ANDERSON'S DIRECT MAIL
	
	1,300.00
	
	
	7,000.00
	

	
	
	Direct mail advertising 
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	8/30/05
	DEP
	VANITY FAIRE
	
	
	
	2,000.00
	9,000.00
	

	
	
	check 54321 on Aug 18 invoice
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	8/31/05
	1006
	MAE LING
	
	500.00
	
	
	8,500.00
	

	
	
	Dividend
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	8/31/05
	1007
	JAMES MADISON
	
	500.00
	
	
	8,000.00
	

	
	
	Dividend
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	8/31/05
	1008
	SHANGHAI EXPORT CO.
	
	6,000.00
	
	
	2,000.00
	

	
	
	Paid on AP Invoice of Aug 6
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	

	
	
	SHANGHAI EXPORT COMPANY
	

	
	
	[image: image1.emf]

USA Sales Office
	

	
	
	1066 Market Street
	

	
	
	San Francisco, CA   94321
	

	
	
	 
	
	
	INVOICE
	

	
	
	 
	
	
	 
	

	
	
	 
	
	Invoice No.
	08-1234
	

	
	
	 
	
	Invoice Date
	6-Aug-05
	

	
	
	Sold to:
	China Trade, Inc.
	
	 
	

	
	
	 
	11255 N. Torrey Pines Rd.
	Terms
	Net 30 days
	

	
	
	 
	La Jolla, CA  92037
	
	 
	

	
	
	 
	USA
	
	 
	

	
	
	 
	 
	 
	 
	

	
	
	QTY
	DESCRIPTION
	UNIT PRICE
	AMOUNT
	

	
	
	 
	 
	 
	 
	

	
	
	 
	Chinese sculptures and paintings
	 
	12,000.00
	

	
	
	 
	 
	 
	 
	

	
	
	 
	 
	 
	 
	

	
	
	 
	 
	 
	 
	

	
	
	 
	 
	 
	 
	

	
	
	 
	 
	 
	 
	

	
	
	 
	 
	 
	 
	

	
	
	 
	 
	 
	 
	

	
	
	 
	 
	 
	 
	

	
	
	 
	 
	 
	 
	

	
	
	 
	 
	 
	 
	

	
	
	 
	 
	 
	 
	

	
	
	 
	 
	 
	 
	

	
	
	 
	 
	 
	 
	

	
	
	 
	 
	 
	 
	

	
	
	 
	 
	 
	 
	

	
	
	 
	 
	 
	 
	

	
	
	 
	 
	 
	 
	

	
	
	 
	 
	 
	 
	

	
	
	
	
	  Subtotal
	$12,000.00 
	

	
	
	
	
	  Sales tax
	-
	

	
	
	
	
	  Total
	$12,000.00 
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	


	�Peachtree defaults to Corporation as its Business Type. When setting up China Trade, Inc., accept the default. 
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