	Final Comprehensive Group Problem

Recording Transactions (Including Adjusting and Closing Entries), and Preparing Financial Statements.


John and Bob Jones began operations of their shop (J&B, Inc.) in 2014. The annual reporting period ends December 31. The trial balance on January 1, 2016, follows: 

		 
	 
	Account Titles
	 
	Debit 
	Credit

	Cash
	 
	 
	 
	 
	$19,450
	 

	Accounts Receivable
	 
	 
	5,000
	 

	Supplies
	 
	 
	 
	 
	13,000
	 

	Land
	 
	 
	 
	 
	 
	 

	Building
	 
	 
	 
	 
	 
	 

	Equipment
	 
	 
	 
	88,000
	 

	Accumulated Depreciation 
	 
	 
	 
	$17,450

	Intangibles
	 
	 
	 
	6,500
	 

	Accounts Payable
	 
	 
	 
	 
	12,000

	Wages Payable
	 
	 
	 
	 
	 

	Unearned Revenue
	 
	 
	 
	 
	1,500

	Interest Payable
	 
	 
	 
	 
	 

	Income Taxes Payable
	 
	 
	 
	 

	Long-term Notes Payable
	 
	 
	 
	 

	Common Stock (4,000 shares, $1.00 par value)
	 
	 
	4,000

	Additional Paid in Capital
	 
	 
	 
	80,000

	Retained Earnings
	 
	 
	 
	 
	17,000

	Service Revenue
	 
	 
	 
	 
	 

	Depreciation expense
	 
	 
	 
	 

	Supplies expense
	 
	 
	 
	 
	 

	Wages expenses
	 
	 
	 
	 
	 

	Interest expense
	 
	 
	 
	 
	 

	Income Tax expense
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 

	 
	 
	totals
	 
	 
	$131,950
	$131,950



	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	

	
	

	
	
	

	The following transactions occurred during the year.
	
	

	
	
	

	
	
	


1. Borrowed $40,000 cash on a five-year, 9 percent note payable, dated March 1, 2016.
2. Purchased land for a future building site; paid cash, $1,000 and signed a long term note for $14,000.
3. Earned $350,000 in revenues for 2016, including $52,000 on account and the rest in cash.
4. Sold 8,000 additional shares of capital stock for $30,000 cash on January 1, 2016.
5. Incurred $116,000 for the following Expenses for 2016:  Rent -$45,000, Repairs and Maintenance $37,000, Travel $11,000, Utilities 23,000.  $20,000 will be paid later and the rest was paid in cash
6. Collected accounts receivable, $32,000.
7. Purchased a patent for, $30,000 cash.
8. Purchased supplies on account for future use, $28,000.
9. Paid accounts payable, $24,000.
10. Signed a three-year $40,000 service contract to start February 1, 2017.
11. [bookmark: _GoBack]Declared and paid cash dividends, $25,000.
12. A customer paid a deposit of $2,500 on Dec. 31, 2016 for a machine to be fixed in January 2017.
13.  A customer that had a paid a deposit in 2015 for $500 was provided the service during the year 2016.
14. The company paid for a one year insurance policy for $2,400 on November 1st.  
15. The company paid employees for wages earned $55,000 for the year.
Data for adjusting entries:
16. Supplies counted on December 31, 2016, $14,750.
17.  Calculate depreciation for the year on the equipment assuming a 10 year life using straight line depreciation. 
18. Interest accrued on notes payable (to be computed).
19. Wages earned by employees since the December 24 payroll but not yet paid, $10,000.
20. One customer had not been billed for a service that had been completed before the end of the year.  The customer owes $5,500 for the service.
21. Income tax expense, $11,000, payable in 2017.
22. Record bad debt for credit sales with a 1% rate for the year(based on #3)
23. Use of insurance policy.
All requirements listed below are to be completed in excel and uploaded one excel per group into connect.  A printed copy must also be handed in by May 1st at noon time.  ONLY 2 group members are allowed in each group.  
1. Set up T-accounts for the accounts on the trial balance and enter beginning balances.  Please note that you may need additional accounts as you record the entries.
2. Prepare journal entries for transactions (1) through (15) and post them to the T-accounts.
3. Journalize and post the adjusting entries (16) through (23).
4. Prepare an adjusted trial balance in proper format.
5. Prepare an income statement (including earnings per share), and statement of stockholders' equity for year ended December 31, 2016.  For the balance sheet, prepare a 2 year comparative.  Proper format must be used.  Points will be taken off for areas such as formatting lines, $ and numbers formatted, spelling etc……  Ask if you are unsure or use the book for reference.  In addition, linking should be used and at a minimum must be used for the Financial Statements and the adjusted trial balance from #4 above.
6. Journalize and post the closing entry.
7. Prepare a post-closing trial balance.
8. Review the balance sheet and income statement.  Identify 2 reasons why the business has been more successful in 2016.  Include a few sentences in the excel document for this area.
