Entries for Kieso & Weygandt Chapter 3

E3-5

a. Notice the balances of cash should be on the debit side while the balance of Unearned Fees should be on the credit side.

b.We first undo the wrong entries and then we write the correct entries. 

1.

Dr. 
Fees Receivable
570


Cr.
Cash



570

Dr.
Cash


750


Cr.
Fees Receivable

750

2.

Dr.
A/P



500


Cr.
Supplies on Hand

500

Dr.
Equipment

500


Cr.
A/P




500


Cr. 
A/P




500

3.

Dr.
Fees Earned

89


Cr.
Fees Receivable

890

Dr.
Fees Receivable
890


Cr.
Fees Earned


890

4.

 Cr.
Office Expense
65

 Cr.
Cash


65

Dr.
Office Expense
65


Cr.
Cash



65

5.

Dr.
Unearned Fees
325


Cr.
Fees Earned


325

6.

Dr.
 Wages Expense
670

7.

   Dr.
Cash

206 

   Dr.
A/P


260

Dr.
A/P



206


Cr.
Cash



206

8.

Dr.
Cash


575


Cr.
Wages Expense

575

Dr.
R/E



575


Cr.
Cash



575

Ex 3-7

First, we find the dates. Remember adjusting entries are made only at the end of the fiscal period, which, in this case, is Oct, 31. So entries made not on Oct, 31 are not adjusting entries. However, we do not know for sure whether the entries made on Oct, 31 are adjusting entries. They need analysis.

Second, there is the trick of matching numbers. Remember in accounting, the basic equation is debits equal credits. So, if you find two identical numbers. You can guess they may be two components of the entry.

Let us first make the non-adjusting entries. If you look at the dates, you can see that there is one transaction on Oct, 15, one on Oct, 17 and one on Oct, 20. How can I tell that there is only one transaction on Oct, 17? Easy, using the second point I just mentioned, which is, to compare numbers. As we can see, the two numbers related to Oct, 17 are identical. So it’s probably the case that they are just two sides of the coin.

Ex 3-10

1. The note was received on Nov, 1. The interest accumulated for 2 months. What is the interest revenue?

15000 X .12 X 2/12 = 300. So the entry is 

Dr. Int. Rec. 

300


Cr. Int. Rev. 


300

2. We know that one account affected is retained earnings. So retained earnings should be on either debit side or credit side. We find that there is an overstatement of inventory. To correct that, what do we need to do? Debit inventory or credit inventory? Yes, to bring down the inventory level, we need to credit it. Thus, Retained Earnings is on the debit side. 

3. For policy 1, monthly premium is 5520/24. For year 1999, all the 12 months benefited from this insurance plan. So, the premium that’s consumed is 5520*12/24=2760. Similarly, for policy 2, the monthly premium is 2040/6. As only 2 months went by, the insurance expense for policy 2 is 2040*2/6.

4. DDB: double declining balance. Here is a tip for you. You can guess what you do with DDB by just looking at its name. Double means doubling the rate of straight-line depreciation method. The depreciation rate for straight-line is 1/10. Double means doubling the rate. So here the depreciation rate is 1/5. Declining balance means that our depreciation amount is based on the balance, which is the net book value of the equipment. If we go back to 1997, we had the original balance is 50,000.

1997: 50,000*0.2*0.5(half a year)=5000

1998: (50,000-5000)*0.2=9000

1999: (50,000-5000-9000)*0.2=7200

        Building: (180,000-60,000)/40=3000

5.     

Dr.
Salary expense 
4000


Cr.
Salary payable


4000

6.  Int payment = 0.09*150,000*2/12 = 2250

Dr.  Int expense

2250


Cr. Int. Payable 



2250

Dr. Unearned Revenue 7500 (=18000*5/12)

Cr. Rental Revenue



7500

7. Desired balance is on the credit side and the amount is equal to 0.05*35600=1780. Given that there is a debit balance on the debit side, we should credit it for 1880 in order to bring the balance to our desired amount.

P3-1

1. 

Dr. Cash 



20,000

  Cr. Capital 





20,000

2.

Dr. Furniture and Equip.
17,280

  Cr. A/P 





17,280

4a. Dr Rent Expense 

690

         Cr. Cash 




690

4b. No entry

5. Dr. Supplies 


942

Cr. Cash 




942

8. 

Dr. Cash 



1690

      Cr. Revenue from services 

1690

10. 

Dr. Office expense 

430

    Cr. Cash 





430

14. 

Dr. A/R 



 
5120

   Cr. Revenue from servies 

5120

18.

Dr. A/P 




3600

  Cr. Cash 





3600

19. 

Dr. Capital 



3000

  Cr. Cash  





3000

20. 

Dr. Cash  



980

  Cr.  A/R   





  980

25.

Dr. A/R  



2110

   Cr. Revenue 




 2110

30. 

Dr.  Salary expense   

1400

Dr. Office expense      
85

     Cr.   Cash





1485

30.

Dr.   Supplies expense  
 330

     Cr. Supplies     



330

30.

Dr. Depreciation Expense  288 (17280*1/5*1/12)

     Cr. Acc. Depreciation            
288

Closing:

Dr.   Revenue 


8920

    Cr. Income Summary 


8920

Dr.  Income Summary 
3213

    Cr. Rent expense   



680

     Cr. office expense   


515

     Cr. Salary expense 


1400

     Cr. Supplies expense 


330

     Cr. Depre. expense  


288

Dr. Income Summary  
5707

    Cr. Retained earnings   


5707

P3-2

2. Dr. Cash 



1230

   Cr.  A/R 





 1230

3. Dr. Purchases 


 2184

       Cr. A/P     




2184

4a. Dr. Advertising expenses  75


Cr. A/P





75

4b. Dr. A/R



1534


Cr. Sales




1534

4c. Dr. Cash 



1786


Cr. Sales




1786

8. Dr. Purchases


 651

Cr. A/P





651

11a. Dr. Transportation-in   76

               Cr. Cash 



76

11b. Dr. A/P



34


Cr. Purchase Allowances

34

15. Dr. Cash



600


Cr. A/R





600

19. Dr. A/R



812


Cr.
Sales 




812

21. 

Dr. Salary expense

552


Cr. Cash





552

25.

Dr. Cash




2350


Cr. Sales




2350

27. 

Dr. Office Equipment

879


Cr. A/P





879

29.

Dr. 
A/P




2150


Cr.  Cash




2107


Cr. Purchase discount 


 43 (=(2184-24)*0.02)

30. 

Dr. Notes Receivable 

 812


Cr. 
A/R





812

Depreciaiton:

Dr.
Depre. Exp.           119(=(4800+6600)*1/8*1/12)


Cr. Accm Depre—Office Equipment
50


Cr. Accm. Depre----Furniture and Fixt
69

Dr. 
Int. Expense 


40(=4000*0.12*1/12)


Cr. Int. Payable




40

Inventory (ending) 

2640

Purchase Discount 

43

Purchase Allowance  

34

COGS                     

3494


Inventory(beginning) 



3300


Purchases
       




2835


Transportation-in        



76

Dr. Sales   



6482

     Cr. Income Summary  



6482

Dr. Income Summary   
4280

   Cr. COGS   





3494

   Cr. Adverstising




75

    Cr. Salary






552

    Cr. Depreciation




119

    Cr. Int. Exp





40

Dr. Income Summary   
2202

     Cr. R/E                                             
2202







