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Debit Credit
Mortgage Payable 120,000
Common Stock 100,000
Dividends 5,000
Rent Revenue 80,000
Salaries Expense 53,000
Utilities Expense 9,400
Repair Expense 3,600

$313,300 $313,300

Other data:
1. Insurance expires at the rate of $450 per month.
. An inventory count on August 31 shows $1,200 of supplies on hand.
. Annual depreciation is $4,800 on cottages and $4,000 on furniture.
. Unearned rent of $5,000 was earned prior to August 31.
. Salaries of $600 were unpaid at August 31.
. Rentals of $1,200 were due from tenants at August 31. (Use Accounts Receivable.)
. The mortgage interest rate is 7% per year. (The mortgage was taken out August 1)
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Instructions

(a) Journalize the adjusting entries on August 31 for the 3-month period June 1-August 31.

(b) Prepare a ledger using T accounts. Enter the trial balance amounts and post the
adjusting entries.

(c) Tot. trial (c) Prepare an adjusted trial balance on August 31.
bylonce $318,000 (d) Prepare an income statement and a retained earnings statement for the 3 months
(d) Net income $ 12,250 ended August 31 and a classified balance sheet as of August 31.

(¢) Identify which accounts should be closed on August 31.

Prepare adjusting entries and ~ P4-4B Khanna Advertising Agency was founded by Matt Khanna in January 2002.
financial statements; identify ~ Presented here are both the adjusted and unadjusted trial balances as of December
accounts to be closed. 31, 2007.

(SO 4,5,6,7)

KHANNA ADVERTISING AGENCY
Trial Balance
December 31, 2007

Unadjusted Adjusted
Dr. Cr. Dr. Cr. ‘
Cash $ 11,000 $ 11,000 %
Accounts Receivable 16,000 19,500 :
Art Supplies 8,400 6,000
Prepaid Insurance 3,350 1,790
Printing Equipment 60,000 60,000 :
Accumulated Depreciation $ 25,000 $ 30,000
Accounts Payable 2,000 2,000
Interest Payable 0 320
Notes Payable 8,000 8,000
Unearned Advertising Revenue 4,000 3,600
Salaries Payable 0 1,300
Common Stock 20,000 20,000
Retained Earnings 5,500 5,500
Dividends 10,000 10,000
Advertising Revenue 57,600 61,500
Salaries Expense 9,000 10,300
Insurance Expense 1,560
320

Interest Expense





