AMIS H211 Midterm 1 2002

Name__________________________________________


A. (80 points) Ralph, Sr.’s firm hires you to help with her accounting.

1. Record any necessary journal entries at each date below and post to T-accounts on page 2. If no entry is appropriate write “no entry needed,” and explain why not.

Jan. 1
Ralph, Sr.. formed a corporation and sold 1,000 shares of common stock for $25,000. The par value of  the common stock was $5.




Jan. 12
Ralph hired a salaried employee who was to be paid $2,400 per month, payable on the first of the month. The employee would begin on January 15.




Jan. 17
Ralph pays rent of $1,200 for the factory facilities for the six month period beginning February 1.




Jan. 22
Ralph acquires merchandise inventory at a cost of $16,000 on credit from her supplier.




Jan. 31
Ralph purchases equipment costing $3,000 by putting up $600 cash as a down payment and signing a 2-year, 10% note with the bank. The note begins accruing interest on February 1. Interest is paid at the end of each month. The equipment has a three-year life and no salvage value, and is to be depreciated using the straight line method (equal amounts each year).


Feb. 1
Ralph, Sr. pays her employee the amount owed.




Feb. 4
A customer contacts Ralph and offers to purchase half of Ralph’s inventory for $11,000 on credit. Ralph is responsible for delivering the inventory to the customer on February 19. This merchandise cost Ralph $8,000.


Feb. 10
Ralph pays $9,000 to her supplier related to the January 22 purchase of merchandise inventory.




Feb. 19
Ralph delivers the merchandise to her customer as agreed to on February 4.




Feb. 23
The customer pays Ralph $3,000 of the amount owed for the February sale.




Feb. 27
Ralph announces a dividend of $0.20 per share to common stockholders.  The dividend will be paid on March 15.




Feb. 28
Ralph pays the interest on the note of January 31.



Please place all T-accounts on this page:

2. Prepare any necessary adjusting entries and post to T-accounts.

3. Prepare an income statement in good form for the two month period.

4. Prepare closing journal entries and post to T-accounts.

5. Prepare a balance sheet in good form as of Feb. 28.

B. (20 points) Below are Ralph, Jr.’s Financial Statements

Comparative Balance Sheets



12/31/00


12/31/01

Cash

 $   7,000 


 $ 29,000 

Accounts Receivable

      5,000 


      2,500 

Inventory

      4,000 


      8,000 

Prepaid Rent

      2,000 


      3,500 

Property, Plant & Equipment
 $ 40,000 


 $ 43,000 


Accumulated Depr.: Prop,. Plant & Equip.
      8,000 
    32,000 

    10,000 
    33,000 

Total Assets

 $ 50,000 


 $ 76,000 















Accounts Payable

 $ 10,000 


 $ 18,000 

Wages Payable

10,000


7,200

Notes Payable

         0 


      8,000 

Total Liabilities

 $ 20,000 


 $ 33,200 








Common Stock

 $ 20,000 


 $ 30,000 

Additional Paid-in Capital

      5,000 


      7,500 

Retained Earnings

      5,000 


      5,300 

Total Stockholders' Equity

 $ 30,000 


 $ 42,800 

Total Liabilities and Stockholders' Equity

 $ 50,000 


 $ 76,000 








Income Statement



2001




Sales

    75,000 




Cost of Goods Sold

    50,000 




Gross Margin

    25,000 




Operating expenses:






Rent Expense

 $   8,000 




Depreciation Expense

      4,000 




Wage Expense

    11,000 




Interest Expense

      1,000 




Net Income from Operations

 $   1,000 




Additional  facts pertaining to 2001:

(1) Ralph, Jr.’s company acquired Equipment for by issuing a note. 

(2) It also sold equipment with a cost of 5,000 and accumulated depreciation of $2,000 for cash. There was no gain or loss on the transaction.

(3) There were no unusual transactions during the year.
Construct a cash flow statement using the indirect method in good form. Please use the back of page 4.



5/5

