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Smith Brothers Company
Comparative Balance Sheets
As of December 31, 2006 and 2005

Liabilities and

Assets 2006 2005  Owners’ Equity 2006 2005
Cash ............. $13,000 $15,000 Accounts payable ........ $ 5,000 $ 4,000
Accounts receivable . . 18,000 11,000 Salaries and commissions
Notes receivable . ... 11,000 10,000 payable .............. 8,000 8,000
Land ............. 38,000 38,000 Notes payable . . 25,000 27,000
Capital stock . . . o 20,000 20,000
Retained earnings ........ 22,000 15,000
Total liabilities and
Total assets ... ... $80,000  $74,000 owners’ equity . . $80,000  $74,000

Operating expenses for the year included utilities of $4,500, salaries and commissions of
$44,800, and miscellancous expenses of $1,500. Income taxes for the year were $3,000, and
the company paid dividends of $5,000.

Required:

1. Compute the total expenses, including taxes, incurred in 2006,

2. Compute the net income or net loss for 2006.

3. Compute the toral revenue for 2006,

4. Tnterpretive Question: Why are comparative financial statements generally of more value to
users than statements for a single period?




[image: image2.png]Anna Regina, owner of Anna’s Beauty Supply, completed the following business transactions

during March 2006.

Mar. 1 Purchased $26,500 of inventory on credit.
4 Collected $2,500 from customers as payments on their accounts.
5 Purchased equipment for $1,500 cash.
6 Sold inventory that cost $15,000 to customers on account for $20,000.
10 Paid rent for March, $525.
15 Paid udlities for March, $50.
17 Paid a $150 monchly salary to the part-time helper.
20 Collected $16,500 from customers as payments on their accounts.
22 Paid $26,500 cash on account payable. (Sec March 1 entry.)
25 Paid property taxes for March of $600.
28 Sold inventory that cost $10,000 to customers for $15,000 cash.
Required:

1. For each transaction, give the entry to record it in the company’s general journal. (Omit ex-

planations.)
2. Set up T-accounts, and post the journal entries to their appropriate accounts.




[image: image3.png]Lee Company sold merchandise on account to Peart Company for $16,000 on June 3, 2006,
with terms 2/10, n/30. On June 7, 2006, Lee Company received $650 of recurned merchan-
dise from Peart Company and issued a credit memorandum for the appropriate amount. Lee
Company received payment for the balance of the bill on June 21, 2006,

Record the necessary journal entries for Lee Company on June 3, June 7, and June 21.




