Prepare an income statement, retained earnings statement, and balance sheet; discuss results.
(LO 3), AP 
P1-3A On June 1, 2017, Elite Service Co. was started with an initial investment in the company of $22,100 cash. Here are the assets, liabilities, and common stock of the company at June 30, 2017, and the revenues and expenses for the month of June, its first month of operations:
	Cash
	$ 4,600
	Notes payable
	$12,000

	Accounts receivable
	4,000
	Accounts payable
	500

	Service revenue
	7,500
	Supplies expense
	1,000

	Supplies
	2,400
	Maintenance and repairs expense
	600

	Advertising expense
	400
	Utilities expense
	300

	Equipment
	26,000
	Salaries and wages expense
	1,400

	Common stock
	22,100
	 
	 


In June, the company issued no additional stock but paid dividends of $1,400.
Check figures provide a key number to let you know you are on the right track.
Instructions
	(a) Net income
	$ 3,800

	Ret. earnings
	$ 2,400

	Tot. assets
	$37,000


(a) Prepare an income statement and a retained earnings statement for the month of June and a balance sheet at June 30, 2017.
(b) Briefly discuss whether the company's first month of operations was a success.
(c) Discuss the company's decision to distribute a dividend.
Determine items included in a statement of cash flows, prepare the statement, and comment.
(LO 3), AP 
P1-4A Presented below is selected financial information for Rojo Corporation for December 31, 2017.
	Inventory
	$ 25,000
	Cash paid to purchase equipment
	$ 12,000

	Cash paid to suppliers
	104,000
	Equipment
	40,000

	Buildings
	200,000
	Service revenue
	100,000

	Common stock
	50,000
	Cash received from customers
	132,000

	Cash dividends paid
	7,000
	Cash received from issuing common stock
	22,000

	Cash at beginning of period
	9,000
	
	


Instructions
	(a) Net increase
	$31,000


(a) Determine which items should be included in a statement of cash flows and then prepare the statement for Rojo Corporation.
(b) Comment on the adequacy of net cash provided by operating activities to fund the company's investing activities and dividend payments.
Comment on proper accounting treatment and prepare a corrected balance sheet.
(LO 3), AN
P1-5A Micado Corporation was formed on January 1, 2017. At December 31, 2017, Miko Liu, the president and sole stockholder, decided to prepare a balance sheet, which appeared as follows.

Miko willingly admits that she is not an accountant by training. She is concerned that her balance sheet might not be correct. She has provided you with the following additional information.
1. The boat actually belongs to Miko, not to Micado Corporation. However, because she thinks she might take customers out on the boat occasionally, she decided to list it as an asset of the company. To be consistent, she also listed as a liability of the corporation her personal loan that she took out at the bank to buy the boat.
2. The inventory was originally purchased for $25,000, but due to a surge in demand Miko now thinks she could sell it for $36,000. She thought it would be best to record it at $36,000.
3. Included in the accounts receivable balance is $10,000 that Miko loaned to her brother 5 years ago. Miko included this in the receivables of Micado Corporation so she wouldn't forget that her brother owes her money.
Instructions 
(a) Comment on the proper accounting treatment of the three items above.
(b) Provide a corrected balance sheet for Micado Corporation. (Hint: To get the balance sheet to balance, adjust stockholders' equity.)
	(b) Tot. assets
	$85,000



PROBLEMS: SET B AND SET C
Visit the book's companion website, at www.wiley.com/college/kimmel, and choose the Student Companion site to access Problems: Set B and Set C.
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