Problem set C

PROBLEM 2-1C 

Mona Engineering completed the following transactions in the month of June.


a.
Lisa Mona, the owner, invested $80,000 cash, office equipment with a value of $6,500, and     $60,000 of drafting equipment to launch the business.


b.
Purchased land  worth $77,000 for an office by paying $20,200 cash and signing a long-term note payable for $56,800.


c.
Purchased a portable building with $35,000 cash and moved it onto the land acquired in b.


d.
Paid $1,500 cash for the premium on a three-year insurance policy.


e.
Completed and delivered a set of plans for a client and collected $8,100 cash.


f.
Purchased $15,000 of additional drafting equipment for by paying $4,500 cash and signing a long-term note payable for $10,500.


g.
Completed $30,000 of engineering services for a client. This amount is to be received in 30 days.


h.
Purchased $3,950 of additional office equipment on credit.


i.
Completed engineering services for $12,000 on credit.


j.
Received a bill for rent of equipment that was used on a recently completed job. The $1,050 rent cost must be paid within 30 days.


k.
Collected $24,000 cash in partial payment from the client described in transaction g.


l.
Paid $2,400 cash wages to a drafting assistant.


m.
Paid $3,950 cash to settle the account payable created in transaction h.


n.
Paid $125 cash for minor repairs to its drafting equipment.


o.
Lisa Mona withdrew $1,480 cash  for personal use.


p.
Paid $2,400 cash wages to a drafting assistant.


q.
Paid $3,300 cash for advertisements on the local television station during June.

Required

1. Prepare general journal entries to record these transactions (use account titles listed in part 2).
2. Open the following ledger accounts—their account numbers are in parentheses (use the balance column format): Cash (101); Accounts Receivable (106);  Prepaid Insurance (108); Office Equipment (163); Drafting Equipment;(164) Building (170); Land (172); Accounts Payable (201); Notes Payable (250); Lisa Mona, Capital (301); Lisa Mona, Withdrawals (302); Engineering Fees Earned (402); Wages Expense (601);  Rental Expense (602); Advertising Expense (603); and Repairs Expense (604). Post the journal entries from part 1 to the accounts and enter the balance after each posting.

3. Prepare a trial balance as of the end of June. 

Problem 2-2C 

 Bill Goetz opens a computer consulting business called BG Consultants and completes the following transactions in May.


May  1
Goetz invested $40,000 cash along with $2,000 of office equipment.

1     Prepaid $6,000 cash for 12 months’ rent for an office. (Hint: Debit Prepaid Rent for 

$6,000)

2     Made credit purchases of office equipment for $4,000 and office supplies for $1,500. Payment is due within 10 days.

6    Completed services for a client and immediately received $8,500 cash.

9    Completed an $8,000 project for a client, who will pay within 20 days.
      


10
Paid $5,500 cash to settle the account payable created on May 2.


19
Paid $3,000 cash for the premium on a 6-month insurance policy.


22
Received payment for the work completed on March  9.


25
Completed work for another client for $3,750 on credit.


30
Goetz withdrew $1,000 cash from the business for personal use.


30
Purchased $600 of additional office supplies on credit.


30
Paid $700 cash for this month’s utility bill.

Required

1. Prepare general journal entries to record these transactions (use the account titles listed in part 2).

2. Open the following accounts—their account numbers are in parentheses (use the balance column format): Cash (101); Accounts Receivable (106); Office Supplies (124); Prepaid Insurance (128); Prepaid Rent (131); Office Equipment (163); Accounts Payable (201); Bill Goetz, Capital (301); Bill Goetz, Withdrawals (302); Services Revenue (403); and Utilities Expense (690). Post journal entries from part 1 to the accounts and enter the balance after each posting.

3. Prepare a trial balance as of the end of this month’s operations.

PROBLEM 2-3C

George Jung opens a transportation consulting business called The High Flyers and completes the following transactions in April:


April  1
Jung invested $75,000 cash along with $2,000 of office equipment.

3     Prepaid $2,000 cash for two months’ rent for an office. (Hint: Debit Prepaid Rent for 

$2,000)

4     Made credit purchases of office equipment for $8,000 and office supplies for $2,900. Payment is due within 10 days.

6    Completed services for a client and immediately received $17,000 cash.

9    Completed a $15,500 project for a client, who will pay within 20 days.
      


10
Paid $10,900 cash to settle the account payable created on April 2.


19
Paid $12,000 cash for the premium on a 6-month insurance policy.


22
Received payment for the work completed on April  9.


25
Completed work for another client for $7,590 on credit.


30
Jung withdrew $100 cash from the business for personal use.


30
Purchased $6,100 of additional office supplies on credit.


30
Paid $700 cash for this month’s utility bill.

Required

1. Prepare general journal entries to record these transactions (use the account titles listed in part 2).

2. Open the following accounts—their account numbers are in parentheses (use the balance column format): Cash (101); Accounts Receivable (106); Office Supplies (124); Prepaid Insurance (128); Prepaid Rent (131); Office Equipment (163); Accounts Payable (201); George Jung, Capital (301); George Jung, Withdrawals (302); Services Revenue (403); and Utilities Expense (690). Post journal entries from part 1 to the accounts and enter the balance after each posting.

3. Prepare a trial balance as of the end of this month’s operations.

PROBLEM 2-4C

The accounting records of Foggy Bottom Company show the following assets and liabilities as of December 31, 2007 and 2008:







     December 31

2007                   2008 
Cash


        $ 105,000       $    37,500

Accounts receivable

 57,000
 44,700

Office supplies

   9,000
   6,600

Office equipment
           276,000           294,000

Trucks


           108,000           108,000

Building
   
                      0           360,000

Land                                                  0             90,000

Accounts payable

 15,000
 75,000

Note payable


          0           210,000

Late in December, 2008, Danny Fog, the owner, purchased a small office building and land  for $450,000. It paid $240,000 cash toward the purchase and a $210,000 note payable was signed for the balance. Fog had to invest $70,000 cash in the business to enable it to pay the $240,000 cash. The owner withdraws $3,000 cash per month from the business for personal use.

Required 
1. Prepare balance sheets for the business as of December 31, 2007, and 2008. (Hint: You need only report total equity on the balance sheet and remember that total equity equals the difference between assets and liabilities.)

2. By comparing equity amounts from the balance sheets and using the additional information presented in this problem, prepare a calculation to show how much net income was earned by thr business during 2008.

3. Compute the 2008 year-end debt ratio for the business.

PROBLEM 2-5C 

Maria Sanchez started the Merry Mowers lawncare business. She began operations and completed seven transactions in May, which included her initial investment of $8,000 cash. After these transactions, the ledger included the following accounts with normal balances.

Cash

$7,040

Office supplies

500

Prepaid insurance                       2,400

Equipment

3,000

Accounts payable

500

Notes payable

2,000

Maria Sanchez, Capital

8,000

Maria Sanchez, Withdrawals

550

Lawncare revenue

3,200

Gas and Oil expense

210
Required

1. Prepare a trial balance for this business at the end of  May.

Analysis Components

2. Analyze the accounts and their balances and prepare a list that describes each of the seven most likely transactions and their amounts.

3. Prepare a report of cash received and cash paid showing how the six transactions in part (2) yield the $7,040 ending Cash balance.

PROBLEM 2-6C 

Business transactions completed by Kim Stevens during the month of October are as follows.


a.
Stevens invested $30,000 cash along with office equipment valued at $12,500 in her startup business named KS Consulting.


b.
Purchased land valued at $20,000 and a building valued at $80,000. The purchase is paid        with $15,000 cash and a long-term note payable for $85,000.


c.
Purchased $1,000 of office supplies on credit.


d.
Stevens invested her personal automobile in the business. The automobile has a value of $8,000 and is to be used exclusively in the business.


e.
Purchased $2,800 of additional office equipment on credit.


f.
Paid $900 cash salary to an assistant.


g.
Provided services to a client and collected $4,000 cash.


h.
Paid $315 cash for this month’s utilities.


i.
Paid $1,000 to settle the account payable created in transaction c.


j.
Purchased $10,300 of new office equipment by paying $10,300 cash.


k.
Completed $3,125 of services for a client who must pay within 30 days.


l.
Paid $900 cash salary to an assistant.

m. Received $2,000 cash on the receivable created in transaction k.

n.  Stevens withdrew $1,400 cash for personal use.

Required

1. Prepare general journal entries to record these transactions (use the account titles listed in part 2).

2. Open the following ledger accounts—their account numbers are in parentheses (use the balance column format) Cash (101); Accounts Receivable (106); Office Supplies (108); Office Equipment (163); Automobiles (164); Building (170); Land (172); Accounts Payable (201); Notes Payable (250); Kim Stevens, Capital (301); Kim Stevens, Withdrawals (302); Services Revenue (402); Salaries Expense (601); and Utilities Expense (602). Post the journal entries from part 1 to the ledger accounts and enter the balance after each posting.

3. Prepare a trial balance as of the end of October.

