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SOLUTIONS TO INTEGRATIVE PROBLEMS

Part 1

1. and 2.  T Accounts:


Cash


Billings Receivable (Net)


77,400



151,000






(f)
16,000





Bal.
167,000

Medical Supplies


Extended Warranty


73,000
64,347
(b)

3,000
3,000
(e)
Bal.
8,653


Bal.
--





Accumulated


Automobiles


Depreciation—Automobiles


90,000




60,000








30,000
(c)






90,000
Bal.




Accumulated


Building


Depreciation—Building


200,000




50,000







10,000
(d)






60,000
Bal.


Accounts Payable


Interest Payable



22,000



3,000
(g)

Salary and Wages Payable


Dividend Payable



4,000
(a)


10,000


Mortgage Payable


Capital Stock



100,000



100,000



Additional Paid-In


Capital 


Retained Earnings



50,000



99,900


Dividends


Medical Services Revenue


10,000




550,000








16,000
(f)






566,000
Bal.

Salary  and Wages Expense


Supplies Expense


288,000


(b)
64,347

(a)
4,000







Bal.
292,000

Gasoline Expense


Utilities Expense


137,500



12,000





Depreciation


Interest Expense


Expense—Automobiles

(g)
3,000


(c)
30,000


Depreciation


Extended Warranty


Expense—Building


Contract Expense

(d)
10,000


(e)
3,000

3.
                            MOUNTAIN HOME HEALTH, INC.

INCOME STATEMENT

FOR THE YEAR ENDED DECEMBER 31, 2003

Revenues:


Medical services revenue


$
566,000

Expenses:


Salary and wages expense
$
292,000


Supplies expense

64,347


Gasoline expense

137,500


Utilities expense

12,000


Interest expense

3,000


Depreciation expense—automobiles

30,000


Depreciation expense—building

10,000


Extended warranty contract expense

3,000






551,847
Net income


$
14,153
MOUNTAIN HOME HEALTH, INC.

RETAINED EARNINGS STATEMENT

FOR THE YEAR ENDED DECEMBER 31, 2003

Beginning balance
$
99,900

Add:  Net income

14,153

Deduct:  Dividends

(10,000)

Ending balance
$
104,053
4.
                             MOUNTAIN HOME HEALTH, INC.

BALANCE SHEET

AS OF DECEMBER 31, 2003



Assets

Current assets:


Cash
$
77,400


Billings receivable, net

167,000


Medical supplies

8,653


Total current assets


$
253,053

Property, plant, and equipment:


Building
$
200,000


Less:  Accumulated depreciation

(60,000)

140,000
Total assets


$
393,053

Liabilities and Stockholders’ Equity
Current liabilities:


Accounts payable
$
22,000


Interest payable

3,000


Salary and wages payable

4,000


Dividend payable

10,000


Total current liabilities


$
39,000

Long-term liabilities:


Mortgage payable



100,000


Total liabilities


$
139,000



Stockholders’ Equity

Capital stock
$
100,000

Additional paid-in capital

50,000

Retained earnings

104,053


Total stockholders’ equity



254,053
Total liabilities and stockholders’ equity


$
393,053

5.
a.
Working capital:  $253,053 – $39,000 = $214,053
b.
Current ratio:  $253,053/$39,000         =     6.5 to 1
6.
By their nature, all adjusting entries cause a difference between the amount of income recognized on an accrual basis and that recognized on a cash basis.  The adjusting entries for wages and salaries, and interest, result in decreases in income in the current period with a delay in the outflow of cash until a later period.  Similarly, the adjustment for service revenue represents revenue earned currently but delayed until a later period in the receipt of cash.  Conversely, the entries for depreciation, warranties and supplies used represent the recognition of expense in the current period for cash outlays in an earlier period.

7.
Supply of cash needed:

Salaries:  $800 per day X 7 days per week X 7 weeks
=
$
39,200

Supplies:  $1,500 per week X 7 weeks
=

10,500

Gasoline: $375 per day X 7 days per week X 7 weeks
=

18,375
Supply of cash needed for 7 weeks
=
$
68,075

