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1 PROBLEM 5.2A
“Preparing Financial
Statemants and
Closing Entries of a
Frofitable Company

Principles of Accounting

Chapter 5 Tha Accounting Cycle: Reporting Financial Results

Lawn Pride, Inc., provides lawn-towing services to both ial and residential
The company performs adjusting entries on a hly basis, wh closing entries are prepaned
fly at D ber 31. An adjusted trial balance dated Decernber 31, 2011, follows.

LAWN PRIDE, INC.

ADJUSTED TRIAL BALANCE
DECEMBER 31, 2011

Debits Credits

I s e S e T R B i mm st tim meseme s $ 58,525
ACODOETOBEIVERNG. ..o s d o a0 4,800
Unexpired MSUMBNCE . ... ..uv it e ieei e 8,000
PIBAIL O e U A s mmts e o s s 3,000
- e < 1,075
TOPUORERE . oo AR W R S MRS 150,000
Accumulated depreciation: trucks . ... ... ..ol $120,000
Mowingequipment .. ..................... e 20,000
depreciation: mowing equipment. . ................ 12,000
Acoounts payable: . . .. uuov s i s essss s s Y S 1,500
NOES PAYADIE . . .. ..ottt 50,000
Salariespayable .................. S e e 900
Interestpayable. ................ e R e 150
OIS TEEE PAYBINE . .. o viswa s s mimininvoun e i st e 1,050 |
Unearned mowing revenue i Q00
COPHAE SIOCI -+ oo s Ao S S A S ST S . 20,000
170,000

Miscellanacus expanse
Interest expense . . ...
Income taxes expense

Instructions
4. Prepare an income and of retained earnings for the year ended December

31, 2011. Also prepare the company’s balance sheet dated December 31, 2011,

b.  Prepare the necessary year-end closing ealries.

€. Prepare an after-closing trial balance.

d. Using the financial statements prepared in part a, briefly evaluate the *s profitability
and liquidity.
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