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17 Special Problem 1 {Chapter 2}

1.

Excalibur Corporation manufactures and sells video games for personal computers, The unadjusted trial
balance as of December 31, 2013, appears below, December 31 is the company’s fiscal year-end. The
company uses the perpetual inventory system.

Account Tifle ) Crabits Credits
Cash : 23,360
Accounts receivable . . " 32,500
Supplies ]
Prepaid rent ]
Inventory - -85,000
Equipment : . 75,000
Accumuiated depreciation—eaguipment 10,000
Accounts payable 26,100
Wages payable ' 3,000
Mote payable 30,600
Common stock 20,000
Retained sarings 16,050
Sales revenue 180,000
Cost of goods sold 95,000
Interest expense . 0
Wage expense 32,350
Rent expense ’ 14,000
Supplies expense ) : 2,000
Utility expense & 000

Totals 345,150 345,150

Cash dividends paid tc shareholders during the year amounted to $8,000,

Information necessary to prapare thi year-end adjusting entries appears below.

1. The equipmant was purchased in 2041 and is being depraciated using the straighi-ine method over an
eight-year useful life with no salvage value.

. Accrued wages at year-end should be 54,500

. The company borrewed $30,000 on September 1, 2013. The principal is due to be repaid in 10 years.
Interest is payable twice a year on each August 31 and February 28 at an annual rate of 10%.

4. The company debits supplies expense when supplies are purchazed. Suppiies on hand at year-end cost

$500,
5. Prepaid rent at year-end should be $1,000.
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Complets the workshaet below.




Unadjusted Trial
- Balance

Adjusting Entries

AdJusted Trial
Balance

income Statement |

Balance Sheet |
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Cash | 23,300

Supplies -

12,500

Inveﬁtory :

Prepaid rent )

H
i
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75,000

Use the information in the worksheet to prepare ah income statement for 2013,

EXCALIBUR CORPORATION

Incor.r-i.e Statement

For the Year Ended December 31,2013

e - (Ioss) S S

Opé.ralir.‘g expenseé.;. U SEF SRS SRRSO

Total operating expenses

Qperating income (loss) ’

Other expense:

MNet income {loss}

Use the information in the workshéet to prepare a statement of shareholders’ equity for 2013 [Negative
winounts shouid be é_ﬂ&%t:atetﬁ by & minus sigh.l

Accumulated depreciation—equipment 10,000 . ‘
Accounts payable 26,100 i )
Wages payable 3,000
Note payabls 38,000 I WMJ
Interest payabie o] : ;
Gommon stock 80,000
Retained eamings 18,050 i ]
Saies revenue 180,000 i
{Gont of goo oo e
nerost oxpancs (e R S
Nage exsemse % S R |
Rent expense 14,000
Supplies expense | . 2000
Utility expense 6,000
Depreciation expense e A N
Net income
Tolals 345150 345,150



EXCALIBUR CORPORATION
Statement of Sharehoiders’ Equity
For the Year Ended December 31, 2013 o

:; ; Common Retained ; ,
' . Gtock | Eamings | Sharehoiders

Equity

Balance at January 1, 2013

Balance at December 31, 2013

Use the information in the worksheet to prepare a balance sheet as of Devembeér 31, 2013,

EXCALIBUR CORPORATION . i
Balance Sheet

At December 31, 2011
Assets
Current assets:
Total current assets '
Total assets .
Liabilities and Shareholders’ Equity

Currant liabilities: .

Totat current liabilities

Shareholders’ equity:

Total shareholders’ equity

Tatal liabilities and shareholders’ equity

Prepars the necessary closing entries assuming that adjusting eniries have besn correctly posted to the
-agoounts. {If no entry is required for a particutar trersaction, selest "No jouraal entry vegulred™ in the
first acoount field.) . .
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Journal Entry Workshee_t -

BEE

Close the revenue accounts as necessary
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- done

clear entry

*Enter debité before creﬂits

Feeard enlry
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