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Analysis reveals the following additional data.
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= v Salzer Graphics Company was organized on January 1, 2005, by Jill
Salzer. At the end. of the first 6 months of operations, the tnal balance
contamed the followmg accounts.(18%)
Debits Credits
Cash 7 $ 9,500 Notes Payable $ 20,000
Accounts Receivable 14,000 - Accounts Payable 9,000
Equipment 45,000  Jill Salzer, Capital 22,000
Insurance Expense 1,800 Graphic Revenue 52,100
Salaries Expense 30,000 Consulting Revenue 6,000
Supplies Expense 3,700 ‘
Advertising Expense 1,900
Rent Expense 1,600
Utilities Expense 1,700 .
$109,100 $109,100

The $3,700 balance in Supplies Expense represents supplies

purchased in January. At June 30, $1,300 of supplies was on hand.

note.

policy, dated March 1 ,2005.

The note payable was issued on February 1. It is a 12%, 6—-month

The balance in Insurance Expense is the premium on a one—year

. Consulting fees are credited to revenue when received. At June 30,

consulting fees of $1,100 are unearned.
. Graphic revenue earned but unrecorded at June 30 totals $2,000.
. Depreciation is $3,000 per year.

Instructions :

AEAHHEPR

Journalize the adjusting entries at June 30. (Assume adjustments are

recorded every 6 months.)
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= ~ Use the financial statement and additional information to prepare a

statement of cash flows the year ended June 30, 2005. using the
indirect method.(20%)
) ' A Co.
Income Statement
For Year Ended June 30, 2005

SAIES ++evrrreenrnrreereirrttane e $668,000
Cost 0f goOd SOld-+++rrerereveee _ 412,000
GroSs Profit-ss-resseeessseeeiens 256,000
Operating expense

Depreciation expensg::+«--+---+ - $58,600

Other expense: -+« sseeserron. 67,000

~ Total operating expenseg:«««++++-++-- 125,600
' 130,400
Other gains(losses)

Gain on sale of equipment------ 2,000
Income before taxeg: -+« +vevvereee 132,400
Income taxes expense:- 45,640
Net income: $ 86,760

A Co.

Comparative Balance Sheets
June 30, 2005

A HAE TR

_ 2005 " 2004
Assets o _
Cash s $85,800 $45,000
Accounts receivable(net) - -+«-+-+. 70,000 52,000
INVENtory: + st eeemmrrrnrn, . 66,800 06,800 -
Prepaid expense: - -+ -+«seererrnruncns 5,400 5,20'0
EqQUipment: - -scseses e, 130,000 120,000
Accum. Depreciation—Equip--- - . (28,000) (10,000)
Total assetg - rreerrrrereenviniinn. $330,000 $309,000

Liabilities and Equity . C

Accounts payable: s renereeeees $ 26,000 $32,000
Wages payab|e........................ 7,000 , ‘}6,000
Income taxes payable:-+-=see-e . 2,400 3,600
Notes Payable(long term):-++---- .. 40,000 .. 70,000
Gommon stock, $5 par value----. 230,000 180,000
Retained earnings:--+--«--++-++-+-- . 24,600 7,400
Total liabilities and equity+++++---- . - $330,000 $309,000

Additional Information

®A §$30,000 note payable is retired at its carrying (book) value in

exchange for-cash.

® The only changes affecting retalned earnings are net income and

cash dividends paid.
® New equipment is acqunred for $58 600 cash -~
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® Prepaid Expenses and Wages Payable relate to Other Expenses on
the income statement.
@ All purchases and sales of merchandise inventory are on credit.
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% ~ Mario Tizani Company’s bank statement from Last National Bank at
August 31, 2005. shows the following information.(22%)

Balance, August 1 $17,400 Bank credit memoranda:
August deposits 73,110 Collection of note
Checks cleared in August 69,660 ~ Receivable plus$90
Balance, August 31 25,932 interest $5,090
Interest earned 32
Bank debit memorandum:
Safety deposit box rent 40

A summary of the Cash account in the ledger for August-shows:
Balance, August 1, $16,900: receipts $77,000; disbursements
$73,570; and balance, August 31, $20,330. Analysis reveals that
the only reconciling items on the July 31 bank reconciliation were a
deposit in transit for $4,000 and outstanding checks of $4,500. The
deposit in transit was the first deposit recorded by the bank in August.
In addition, you determine that there were two errors involving
company checks drawn in August: (1) A check for $400 to a creditor
on account that cleared the bank in August was journalized and
posted for $420.(2) A salary check to an employee for $275 was
recorded by the bank for $278.

Instructions
(a) Prepare a bank reconciliation at August 31.

16) Journalizs The adjusting entries to be made by, Mario Tizari Company -« e—r

at August 31. Assume the interest on the note has been accrued by
the company.






