38 On January 2, 2000, Columbia Savings and Loan purchased a general 
     liability insurance policy for $2,400 for coverage for the calendar year. The entire $2,400 was charged to Insurance Expense on January 2, 2000.  If the firm prepares monthly financial statements, the proper adjusting entry on January 31, 2000, will be: 
     a. Insurance Expense .....................     2,200 
            Prepaid Insurance .................              2,200 
     b. Prepaid Insurance .....................     2,200 
            Insurance Expense .................              2,200 
     c. Insurance Expense .....................       200 
            Prepaid Insurance .................                200 
     d. Prepaid Insurance .....................       200 
            Insurance Expense .................                200 

39. Reed Company purchased office supplies costing $4,000 and debited 
     Office Supplies for the full amount. At the end of the accounting 
     period, a physical count of office supplies revealed $1,200 still on hand.  The appropriate adjusting journal entry to be made at the end of the period would be 
     a. Debit Office Supplies Expense, $1,200; Credit Office Supplies, 
        $1,200. 
     b. Debit Office Supplies, $2,800; Credit Office Supplies Expense, 
        $2,800. 
     c. Debit Office Supplies Expense, $2,800; Credit Office Supplies, 
        $2,800. 
     d. Debit Office Supplies, $1,200; Credit Office Supplies Expense, 
        $1,200. 


40 Larkin Laundry Company purchased $6,500 worth of laundry supplies on June 2 and recorded the purchase as an asset. On June 30, an 
     inventory of the laundry supplies indicated only $2,000 on hand. 
     The adjusting entry that should be made by the company on June 30 is 
     a. Debit Laundry Supplies Expense, $2,000; Credit Laundry Supplies, 
        $2,000. 
     b. Debit Laundry Supplies Expense, $4,500; Credit Laundry Supplies, 
        $4,000. 
     c. Debit Laundry Supplies, $4,500; Credit Laundry Supplies Expense, 
        $4,500. 
     d. Debit Laundry Supplies Expense, $4,500; Credit Laundry Supplies, 
        $4,500. 

