%4 1. Prepare journal entries for Problem 5-6A, p. 258 using a 3-column journal sheet.
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ce sheet 08BJ.3

p income statement and report form of balan
ear in the ledger of

ounts and their current balances app
year ended August 31, 2014:

S’ Multiple-ste
The following selected acc

¢ 1. Net income:
$310,000 Gloucester CO- for the fiscal
Cash § 125,000 Sales 4,576,000
GENERALLEDGER Accounts Receivable 335,000 Sales Returns and Allowances 31,000
Merchandise Inventory 380,000 Sales Discounts 28,000
Office supplies 12,000 Cost of Merchandise Sold 2,650,000
Prepaid Insurance 9,000 Sales Salaries Expense 745,000
Office Equipment 275,000 Advertising Expense 205,000
Accumulated Depreciation— Depreciation Expense— ~
Office Equipment 187,000 store Equipment 40,000
Store Equipment 859,000 Miscellaneous selling Expense 18,000
Accumulated Depreciation— Office Salaries Expense 410,000
Store Equipment 293,000 Rent Expense 60,000
Accounts payable 193,000 Depreciation Expense—
Salaries payable 12,000 Office Equipment 30,000
Note Payable fnsurance Expense 18,000
(final payment due 2037) 400,000 Office Supplies Expense 11,000
Capital Stock 125,000 Miscellaneous Administrative Exp. 8,000
Retained Earnings 550,000 Interest Expense
Dividends L

~uultiple-step income sta
arément.

ion of the note

2. Prepare a retar
$atd g that the current port

3, Prepare 4 report form O shee
payable is $16,000
i (a) how multiple-step alTe 3i

4. Briefly expi#
3 arjort-form and account-form balance !

ffer and ®)

agle-step income statements di
cetsdiffer.

Ler W

0BJ.3
nded August

rm of balance sheet

ent and account fo
o. for the fiscal year €

PR 5-6A single-step income statem
selected accounts and related amounts for Gloucester C

v 3.Total assets:
$1,515,000 31, 2014, are Eresented in Problem 5-5A.

SPREADSHEES Instructions
1. Prepare 2 single-step income statement in the format shown in Exhibit 9.

2. Prepare 2 retained earnings statement.
a account form oyﬂnce sheet, assuming

3, Prepare 2
note payable is $16,000.
entries as Of August 31, 2014. /

4. Prepare closing

that the current portion of the

PR5-7A system
i Zober of the current year aré li

selected transaction
in Problem 5-1A.

sted

Instructions
i entries 10 record the transaction

and purchase-related transactions using

cember of the current year are’
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See Appendix C for
more information

Sellinig_expenses arc incurred directly in/he selling of merchandise. £xamples
of selling expenses include sales salaries, gtore supplies used, deprecijation of store
equipment, debyery expense, and advertjsing.

Administrativenexpenses, sometimes/called general expenses 4re incurred in the
f the business. Examples of administrative €X-
on-of office-eguipmenty and ox e supplies used.

: : ted separately as shown in
Exhibt ppanies report selling, Zdministrative, and Qperating
expenses as single line items/)as shown below for étSolutions.

Gross profit $182,950
Operating expenseg
Selling expenses
Administrative expe
Total operating gxpenses 105,710
Income from oper, $ 77,240

Other Inco d expense items are not related to the
primary opergtions of =venue from sources other than
the prima heratitig activity of @ busines of other income include income

o interést, rent, and gains esulting from the ed assets. Other expense is an
expens¢/that cannot be tracgd directly to the no ons of the business. Examples
of othgr expenses includ wd los -

<1 other on the income
dther expense, the dif-

EH other incopae excee

irence is added fo income from oferations to determine ne
{s true, the différence is subtractéd from income from operations,
and expensg/items of NetSolutions are reported as shown below

he other income
3d in Exhibit 8.

Incomgfrom operations $77,240
Othgf income and expense:

Rent revenue $ 600

Interest expensg (2,440) (1,840)
Net income $75,400

Single-Step Income Statement

tatement is the singfe-step income statement. As shown
olutions deducts the total of all expenses

An alternate form
in Exhibit 9, the income statement
in one step from the total of al enues.

The single-step form asizes total revenues and tota
et income. A critjcism of the single-step form is that gross profit a
ot reported.

ses in determining
income from

| ExuiBITO

Single-Step Income
Statement

4

NetSolutions
Income Statement

For the Year Ended December 31,2015

Revenues:
RO daseotidhion s0n0 66aaoHansaaRARuIRR aUanaEnERR TR $708,255
AT AT AotnapdodasaagRRoapooRRaQeUn SOTTER RIS St 600
TOUAI TEVEIUES « o vevnseemenmsscssrsnsss s e s ettt o $708,855
Expenses:
Cost of merchandise (o] s i dedt SBagaRAT AR RRARCAR HEDHE UOHOSE $525,305
. SelfiNg EXPENSES .. ovvnrvnsernsnnmersrserrnten T 70,820
3 AMINISLrative EXPENSES .. oo vneneneesnsnsrsrte ettt i in it 34,890
g A P e sinnconoogpagdee0de GobRaR SRR SRR 2,440
g e [ penses Ay oI pRE st S LEEE Ll s 633,455
5 | INStincome D TRttt B el RERE S S e $ 75,400
@ s
S
o
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~ Retained Earnings Statement
The retWet olutions—is-shown in Exhibit 10. This state-

ment is. s

in the same manner as for a service business.

231

NetSolutions EXHIBIT 10

Retained Earnings Statement

For the Year Ended December 31, 2015 Retained Earnings
Statement for
Retained earnings, January 1, 2015 .....ouuenrenianeineanianenn,, $128,800 + Merchandising
Net inCOme for the YRAr. ... .vutveiieee et ieiieieeeeeeeennaaens $75.400 g, Business
LGN B sog 060 08 nan0s paandabe gotinddng hoaag otonmOooBaE oG SAmD 18,000 E
Increase in retained @arnings. .........coovrii it 57,400 i
Retained earnings, December31,2015.........covveviennrnenrennn.. $186,200 )
3
°
Balance Sheet

The balance sheet may be presented with ass

on the left-hand side and the

liabilities and stoc : right-hand side. This form of the bal-

ance sheet is called the

unt form. The balance sheet ma resented in

~The report form of balance sheet for NetSolutions is shown in Exhibit 11.

a dowW in three sections. This form of balance sheet is called the
report

NetSolutions EXHIBIT 11

Balance Sheet

December 31,2015 Report Form of

(1 Hbtoadsas ot dodo B ABIAS SE P ABABODEOOTE SOt $52,950
Accountsreceivable ............ ...l 91,080
Merchandiseinventory .............ccoiiiinn... 62,150
OfficelsUp Dl e P L e e e 480
| Prepaid insurance ...........cocoiiiiiiiiiiiiin., 2,650
Total currentassets. ..........cocvveeiiennennn. $209,310
Property, plant, and equipment:
Landp: ... oah Bt S i 1 ph | 5 Bzt $20,000
Store equiPMent .. ...ooeiiveiiinaeieenounennnn. $ 27,100
' Less accumulated depreciation................ 5,700 21,400
Office equipment.........covviiiiiiiiiiinnen, $ 15,570
Less accumulated depreciation................ 4,720 10,850
Total property, plant, and equipment........ 52,250
T i anrio ood A BBt s o DS L RO e A $261,560
Liabilities
Current liabilities:
Accountspayable ......... ..., $22,420
Note payable (current portion) .............c...... 5,000
Salaries| payable e e e e e 1,140
Unearnedire Nty sy O o 1,800
| Total current liabilities. ....................... $ 30,360
Long-term liabilities:
Note payable (final payment due 2025) ........... 20,000
Jlotal liabilities s i e s et bl $ 50,360
Stockholders’ Equity s
bital stockyd, Ahamue L Wi A b § 25,000 i
EStainedearnings et By ot Ul SN o 186,200 E
Total stockholders’equity..................... 211,200 E
Total liabilities and stockholders’ equity .. . o $261,560 g
e e ]
(]
o

Balance Sheet
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