Problem set C

problem 5-1C 

Prepare journal entries to record the following merchandising transactions of Franklin’s Tower Company, which applies the perpetual inventory system. (Hint: It will help to identify each receivable and payable; for example, record the purchase on June 1 in Accounts Payable—Bertha Co.)


June  1
Purchased merchandise from Bertha Company for $7,000 under credit terms of 115, 

               n30, FOB shipping point, invoice dated June 1.

2     Sold merchandise to Jack Straw Co. for $850 under credit terms of 210, n30, FOB 

      shipping point, invoice dated June 2. The merchandise had cost $360.


3
Paid $250 cash for freight charges on the purchase of June 1.


7
Sold merchandise that cost $2,300 for $5,600 cash.

9    Purchased merchandise from Four20 Co. for $1,950 under credit terms of 215, n60, 

       FOB destination., invoice dated June 9.

11     Received a $500 credit memorandum from the return of part of the merchandise purchased on June 9.

12     Received the balance due from Jack Straw Co. for the credit sale dated June 2, net of the discount.


16
Paid the balance due to Bertha Company within the discount period.

19     Sold merchandise that cost $420 to Casey Jones Co. for $840 under credit terms of 210, 

         n45, FOB shipping point, invoice dated June 19.

20      Issued a $100 credit memorandum to Casey Jones Co. for an allowance on goods sold 

               on June 19.


24
Paid Four20Co. the balance due after deducting the discount.

30     Received the balance due from Casey Jones Co. for the credit sale dated June19, net of 

        discount.

30     Sold merchandise that cost $2,500 to Jerry Co. for $6,000 under credit terms of 210, 

               n60, FOB shipping point, invoice dated June 30.

PROBLEM 5-2C 

Prepare journal entries to record the following merchandising transactions of Garcia Company, which applies the perpetual inventory system. (Hint: It will help to identify each receivable and payable; for example, record the purchase on August 1 in Accounts Payable—Weir Co.)


Aug. 1   Purchased merchandise from Weir Company for $25,000 under credit terms of 110,      

              n45, FOB destination, invoice dated August 1.


2
  At Weir’s request, Garcia paid $300 for freight charges on the August 1 purchase    

               reducing the amount owed to Weir.                                                                                                   

4     Sold merchandise to Cassidy Corp. for $3,800 under credit terms of 210, n60,  

       FOB destination.  The merchandise had cost $1,700.         

6     Purchased merchandise from Lesh Corporation for $6,000 under credit terms of 2/15, n/30. FOB shipping point, invoice dated August 6. The invoice showed that at Garcia’s request Lesh paid the $160 shipping charges and added that amount to the bill.

7 
 Paid $140 for shipping charges relating to the August 4 sale to Cassidy Corp.


8
Cassidy returned merchandise from the August 4 sale that had cost Garcia $500 and been sold for $750. The merchandise was restored to inventory.


       9  After negotiations with Lesh Corporation concerning problems with the merchandise                  purchased on August 6, Garcia received a credit memorandum from Lesh granting a price reduction of $600.

14    Received the balance due from Cassidy Co. for the August 4 sale less the return on 

        August 8.

15     Paid the amount due Lesh Corporation for the August 6 purchase less the price reduction 

  granted.             

19   Sold merchandise to Terrapin Co. for $3,100 under credit terms of 2/10, n/30,

       FOB destination, invoice dated August 19. The merchandise had cost $1,000.                                                   


     22  Terrapin requested a price reduction on the August 19 sale because the merchandise did                       not meet specifications. Garcia sent Terrapin a $600 credit memorandum to resolve the issue.


29
Received Terrapin Co’s cash payment for the amount due from the August 19 sale.

30     Paid Weir Company the amount due from the August 1 purchase.

PROBLEM 5-3C

The following unadjusted trial balance is prepared at fiscal year-end for Fry Company:

                    FRY COMPANY

              Unadjusted Trial Balance

                   February 28, 2008

Account title



    Debit
        Credit

Cash




 $   3,000

Merchandise inventory                            16,000

Store supplies                                            1,000

Prepaid insurance                                      1,400

Store equipment                                      49,600

Accum. Depr. – store equipment                                     $   8,600

Accounts payable                                                                14,400

Fry A., Capital                                                                     30,600

Fry A., Withdrawals                                  2,800

Sales                                                                                  117,600

Sales discounts                                          1,200

Sales returns and allowances                   11,200

Cost of goods sold                                   54,000

Depreciation expense – equip.                      

Salaries expense                                      13,000

Insurance expense                                        

Rent expense                                             4,000

Store supplies expense 

Advertising expense                                 14,000

                                                            _________       _________
  Totals                                                  $171,200            $171,200
Rent and salaries expenses are equally divided between selling activities and the general and administrative activities. Fry Company uses a perpetual inventory system.

Required


1. Prepare adjusting journal entries to reflect each of the following:


a.
Store supplies still available at fiscal year-end amount to $100.


b.
Expired insurance, an administrative expense, for thefiscal year is $700.


c.
Depreciation expense on store equipment, a selling expense, is $300 for the fiscal year.


d.
To estimate shrinkage, a physical count of ending merchandise inventory is taken. It shows                       $15,800 of goods is still available at fiscal year-end.


2.
Prepare a multiple-step income statement for fiscal year 2008.


3.
Prepare a single-step income statement for fiscal year 2008.

4. Compute the company’s current ratio, acid-test ratio, and gross margin ratio as of February 28,        

    2008.

PROBLEM 5-4C 

Kimmel Company’s adjusted trial balance on November 30, 2008, its fiscal year-end, follows:



Debit

Credit

Merchandise inventory

$  76,000

Other assets

312,000

Liabilities



$104,000

J. Kimmel, Capital



  143,200

J. Kimmel, Withdrawals

28,000

Sales



  610,000

Sales discounts

8,200

Sales returns and allowances
30,400


Cost of goods sold

207,000

Sales salaries expense

65,000

Store supplies expense

23,400

Delivery  expense

24,000

Office salaries expense

76,000

Office supplies expense

7,200



_________
____________________
Totals

$857,200 

$857,200
On November 30, 2007, merchandise inventory amounted to $44,000. Supplementary records of merchandising activities for the year ended November 30, 2008, reveal the following itemized costs:

Invoice cost of merchandise purchases
          $240,000

Purchase discounts received

                3,400

Purchase returns and allowances

                6,600

Costs of transportation-in

                9,000

Required


1.
Compute the company’s net sales for the year.


2.
Compute the company’s total cost of merchandise purchased for the year.


3.
Prepare a multiple-step income statement that includes separate categories for selling expenses and  for general and administrative expenses.


4.
Prepare a single-step income statement that lists these expense categories: cost of goods sold, selling expenses, and general and administrative expenses.

PROBLEM 5-5C 

Use the data for Kimmel Company in Problem 5-4C to complete the following requirements:

Required

Preparation Component

1. Prepare closing entries as of November 30, 2008 (the perpetual inventory system is used).

Analysis Component

2. The company makes all purchases on credit, and its suppliers uniformly offer a 2% sales discount. Does it appear that the company’s cash management system is accomplishing the goal of taking all available discounts? Explain.

3. In prior years, the company experienced a 6% return and allowance rate on its sales, which means approximately 6% of its gross sales were eventually returned outright or caused the company to grant allowances to customers. How do this year’s results compare to prior years’ results?

PROBLEM 5-6C
Refer to the data and information in Problem 5-3A.

Required 
Prepare and complete the entire 10-column worksheet for Fry Company. Follow the structure of  Exhibit 5B.1 in Appendix 5B.

