PROBLEMS

Prob. 6-1A

1.

CASE-IT CO.
Income Statement
For the Year Ended November 30, 2010

Revenue from sales:

Sales discountS.......ccovevveiieiinienannnn,
NEt SAlES....coeieeeeeee e e,

Cost of merchandise sold .............cccceeennns
GroSS Profit.........eeeeeeiiiiiiiiieeeiies v,
Expenses:

Selling expenses:
Sales salaries expense ..........cccccevvvunne
Advertising eXpense.......ccccoeeeeeeeeeeeeen.
Depreciation expense—store
equUIPMeENt ... .
Miscellaneous selling expense............
Total selling expenses..........ccc.......
Administrative expenses:
Office salaries expense ..............c........
Rent eXpense .........couveiiieeiiiiiiiineeeceinn o
INSurance expense .........cccceeeveeeeevnnnnne
Depreciation expense—office
eqUIPMENT....cceeeiiie e .
Office supplies expense ..............cee.e.
Miscellaneous administrative expense
Total administrative expenses.......
Total eXPenses.........coovvviiiiiiiiiiiiieees e

Income from operations ...............coevvvvvvnnne
Other expense:

INterest EXPENSE ......ccoeevevveveiiiieieiieeeeen e

NET INCOME .. e e
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$2,703,600
$ 3780 O
19,800 57,600
$2,646,000
1,926,000
$ 720,000
$3 78,000
50,900
8,300
2,000
$ 43 9,200
$ 73,800
39,900
22,950
16,200
1,6 50
1,900
156,400
595,600
$ 124,400

4,400

$ 120.000



Prob. 6-1A Continued

2.
CASE-IT CO.
Statement of Owner’s Equity
For the Year Ended November 30, 2010

Gina Hennessy, capital, December 1, 2009........... ........... $454,800
Net income for the year ..........cocin i, $120,000

LesSs WIthdrawalsS .........ccoooiviiiiiiiiiiiiiiis et 45,000

INnCrease in OWNEr'S @QUILY ........uvuvueiiiiiiiiies eeveeeeeeiiieiieninenns 75,000
Gina Hennessy, capital, November 30, 2010.......... .......... $529,800
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Prob. 6-1A Continued

3.

CASE-IT CO.
Balance Sheet

November 30, 2010

Assets
Current assets:

Accounts receivable ..............ccccvviiiinnns

Merchandise inventory...........cccceeeeeeeeennn. .

Office supplies ... v

Prepaid inSuranCe.........ccooeeeeeiiiiiiiiiiinnn oo
Total current assets.............ccccevvvenene

Property, plant, and equipment:

Office equipment.............coovviiviiiiiiiiiies wevens

Less accumulated depreciation.............

Store equUIPMEeNt.. ... eeeeeeeeeeeeeee i
Less accumulated depreciation.............
Total property, plant, and
(=T0 (U] o]0 11=] | AP
Total @SSEtS ....cooevieiiiie s e

Current liabilities:
Accounts payable ...
Note payable (current portion)..................
Salaries payable...........cccciiiiiin e
Total current liabilities........................
Long-term liabilities:
Note payable (final payment due 2025)....
Total liabilities .......ccovveiiiii i,

$115,200
49,50 0

$311,500
8750 0

$ 37,700
111,600
180,000

5,000
12,000

$ 65,700

224,000

Gina Hennessy, capital .............ccccoeivviiis e,
Total liabilities and owner’s equity...............
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$ 48,600
8,000
3.600

$346,300

289,700
$636,000

$ 60,200
46,00 0O
$106,200

529,800
$636,000



Prob. 6-1A Concluded

4. a. The multiple-step form of income statement co  ntains various sections
for revenues and expenses, with intermediate balanc  es, and concludes
with net income. In the single-step form, the total of all expenses is de-
ducted from the total of all revenues. There are no intermediate balances.

b. In the report form of balance sheet, the assets , liabilities, and owner’s
equity are presented in that order in a downward se  quence. In the ac-
count form, the assets are listed on the left-hand side, and the liabilities
and owner’s equity are listed on the right-hand sid e.
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