116 Chapter 3 Adjusting Accounts and Preparing Financial Statements

Use the following adjusted trial balance to answer questions 1—4.

CHOI COMPANY
Adjusted Trial Balance
December 31

Prépaid insurance: s s e i P s e o 830
SUPPNES v e S R 80
Equipment ... ... . .. ... 217,200
Accumulated depreciation—Equipment ... .. .. $ 29,100
Wages payable . ........................ 880
Interest payable ........................ 3,600
Unearied fat o:tt o owsnmmsnrpes s s 460
Long-terjr’n notes payable . ................. 150,000
COMMON Stock: oo irmmriami b oy es s 10,000
Retdined: CArniNgS o emmmsmn o i 30,340
Bividends: ;om0 v s gras 21,000
RENt CaArHEd: 5o s A i e b e 57,500
YVages expense . .. ... 25,000
Uhilities: eXpense wows s vy vobunmesy 1,500
INSUFEHEE "BXPBASE! .o v Swwmanmmom 3,200
Supplies expense .. . ....... ... ... 250
Depreciation expense—Equipment .......... 5,970
Interest expense ... ... ...\ 3,000
LA B e e e e e $281,880  $281,880

I. Prepare the annual income statement from the adjusted trial balance of Choi Company.
Answer:
CHOI COMPANY

Income Statement
For Year Ended December 31

Revenues

Renteearned i niasisl S b o $57,500
Expenses

WWages expense .. ... ..., $25,000

Lhilities expense s sovsvmeiim sy 1,900

Insurance expense ..................... 3,200

Suppliesrexpense &/ .. iiii i v e 250

Depreciation expense—Equipment . ... .. ... 5,970

Interest expense . ......... ... .. ... ..., 3,000

Total expenses ............ .. ..., 39,320
N S IO i coussds B s i e $18,180

2. Prepare a statement of retained earnings from the adjusted trial balance of Choi Company.

Answer:

CHOI COMPANY

Statement of Retained Earnings
For Year Ended December 31

Retained earnings, December 31 (prior year) . .. e $30,340
Plus: Netincome ............ 0o, 18,180

48,520
Less: Cashdividends .......................... 21,000
Retained earnings, December 31 (current year) ....... $27,520
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3. Prepare a classified balance sheet from the adjusted trial balance of Choi Company.

Answer:

CHOI COMPANY

Balance Sheet
December 31

Assets
Current assets
Gash mesomwnreree e R $ 3,050
Accounts receivable .. ... .. ... L 400
Prepaid insurance . .. ................ 830
Supplies . . ... . 80
Total current assets ... .............. 4,360
Property, plant and equipment
EqUIpMIENT .o o mriais v e $217,200
Less accumulated depreciation ......... 29,100
Total property, plant and equipment, net .. " 188,100
Total assets ... ..., £192,460
Liabilities
Current liabilities
Vages-payable sooms suurn S0l ne $ 880
Interest payable . ................... 3,600
Unearned rent ... .....oveennnn. .. 460
Total current liabilities . .............. 4,940
Long-term liabilities
Long-term notes payable .............., 150,000
Total liabilities' v v osaseseis s 154,940
Equity
Cemmon: Stockix s e s o wom 10,000
Retained ‘earnings: .uavsovsumnaris sovs 27,520
Total liabilities and equity ............... ) $192,460

4. Prepare the closing entries for Choi Company.

Dec. 31 Rant Barned: @ & v s i i b e e e s pnemn 57,500
Income Summary .. ... ... . L 57,500
To close revenue accounts.
Dec. 31 Income Summary . ........ ... .. . .., 39,320
WWaGES EXBBISE, s oo srssin s s wipisanssing 25,000
LKilities EXPERSE o vnsonivmmm s spme i g 1,900
Insurance EXpense. .o v e v i 3,200 "
Supplies Expense. v v snviammamszirig, i 250
Depreciation Expense—Equip............... 5,970
Interest Expense .. ... .. ......... ... ..... 3,000
To close expense accounts.
Dec. 31 Income Summary. .. ... 18,180
Reined Earnings . .owwsewmnmmmensmmemmig 18,180
To close Income Summary account.
. Dec. 31 Retained Earnings:«uw son v sumesmms 21,000
Dividendsumersrasrmsnm g Vanormsss ' 21,000

To close the Dividends account.




