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1.



Assets



=   Liabilities



+ Stockholders’ Equity



Cash 	+


Accounts
Receivable



+   Supplies   +



Land


Accounts
=	Payable


Common
+	Stock 	+


Retained
Earnings




$45,000   +


$93,000


+ 	$7,000


+ 	$75,000


= 	$40,000


+ 	60,000 	+

Retained
Earnings


     $220,000      =   	$100,000 + Retained Earnings
                                                          $120,00 = Retained Earnings


Prob. 1–5A (Continued)


2.	Assets


=  Liabilities  +


Stockholders’ Equity




Cash

Accts.
+ 	Rec.


+   Supplies    +


Land

Accts.
=   Payable

Common
+ 	Stock

Retained
+  Earnings   –


Dividends


Bal. 	45,000 	93,000 	7,000 	75,000 	40,000 		60,000 	120,000 (a)   + 	35,000 					+ 	35,000
Bal. 	80,000 	93,000 	7,000 		75,000 	40,000 	95,000 	120,000 (b)   – 	50,000 			+ 	50,000
Bal. 	30,000 	93,000 	7,000 	125,000 	40,000 	95,000 	120,000 (c)   + 	32,125
Bal. 	62,125 	93,000 	7,000 	125,000 	40,000 	95,000 	120,000 (d)   – 		6,000
Bal. 	56,125 	93,000 		7,000 	125,000 		40,000 	95,000 	120,000 (e) 			+ 	2,500 		+ 		2,500
Bal. 	56,125 	93,000 	9,500 	125,000 		42,500 	95,000 	120,000 (f)    – 	22,800 				–    22,800
Bal. 	33,325 		93,000 	9,500 	125,000 	19,700 	95,000 	120,000 (g) 		+ 	84,750
Bal. 	33,325 	177,750 	9,500 	125,000 		19,700 	95,000 	120,000 (h) 					+    29,500
Bal. 	33,325 	177,750 	9,500 	125,000 	49,200 	95,000 	120,000 (i)    – 	14,000
Bal. 	19,325 		177,750 	9,500 	125,000 	49,200 	95,000 	120,000 (j)    + 	88,000 	– 		88,000
Bal. 	107,325 	89,750 		9,500 	125,000 	49,200 	95,000 	120,000 (k) 			– 	3,600
Bal. 	107,325 	89,750 	5,900 	125,000 	49,200 	95,000 	120,000
(l)    – 	12,000 	– 	12,000
Bal. 	95,325 	89,750 	5,900 	125,000 	49,200 	95,000 	120,000 	– 	12,000
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Stockholders’ Equity (Continued)

Dry
Cleaning
+  Revenue

Dry
Cleaning
– 	Exp. 	–



Wages
Exp. 	–



Rent
Exp.



Supplies
– 	Exp. 	–



Truck
Exp.



Utilities
– 	Exp. 	–



Misc. Exp.

Bal. (a) Bal. (b) Bal.

	(c)
	+
	32,125
	
	
	
	
	
	
	
	
	
	

	Bal.
(d)
	
	32,125
	
	
	
	
	
	
	
	

–
	

6,000
	

	Bal.
(e)
	
	32,125
	
	
	
	
	
	
	
	–
	6,000
	

	Bal.
(f)
	
	32,125
	
	
	
	
	
	
	
	–
	6,000
	

	Bal.
	
	32,125
	
	
	
	
	
	
	
	–
	6,000
	

	(g)
	+
	84,750
	
	
	
	
	
	
	
	
	
	

	Bal.
(h)
	
	116,875
	
	

–
	

29,500
	
	
	
	
	–
	6,000
	

	Bal.
(i)
	
	116,875
	
	–
	29,500
	
	

–
	

7,500
	
	–
	6,000
	
	
	
	
	

–
	

2,500
	
	

–
	

1,300
	
	

–
	

2,700

	Bal.
(j)
	
	116,875
	
	–
	29,500
	
	–
	7,500
	
	–
	6,000
	
	
	
	
	–
	2,500
	
	–
	1,300
	
	–
	2,700

	Bal.
(k)
	
	116,875
	
	–
	29,500
	
	–
	7,500
	
	–
	6,000
	
	

–
	

3,600
	
	–
	2,500
	
	–
	1,300
	
	–
	2,700

	Bal.
	
	116,875
	
	–
	29,500
	
	–
	7,500
	
	–
	6,000
	
	–
	3,600
	
	–
	2,500
	
	–
	1,300
	
	–
	2,700


(l)	 	
Bal.  	116,875 	– 	29,500 	–   7,500 	–   6,000 	– 	3,600 	– 	2,500 	– 	1,300 	–   2,700


Prob. 1–5A (Continued)D'LITE DRY CLEANERS Income Statement
For the Month Ended July 31, 2016
Dry cleaning revenue

$116,875
Expenses:


Dry cleaning expense
$29,500

Wages expense
7,500

Rent expense
6,000

Supplies expense
3,600

Truck expense
2,500

Utilities expense
1,300

Miscellaneous expense
2,700

Total expenses

53,100
Net income

$ 63,775






3.






















	D'LITE DRY CLEANERS Retained Earnings Statement
For the Month Ended July 31, 2016

	Retained earnings, July 1, 2016
	
	$120,000

	Net income for July
	$63,775
	

	Less dividends
	12,000
	

	Increase in retained earnings
	
	51,775

	Retained earnings, July 31, 2016
	
	$171,775

	
	
	



	D'LITE DRY CLEANERS Balance Sheet
July 31, 2016

	Assets
	Liabilities

	Cash
	$ 95,325
	Accounts payable
	
	$ 49,200

	Accounts receivable
	89,750
	
	
	

	Supplies
	5,900
	Stockholders’ Equity

	Land
	125,000
	Common stock
	$ 95,000
	

	
	
	Retained earnings
	171,775
	

	
	
	Total stockholders’
	
	

	
	
	equity
	
	266,775

	
	
	Total liabilities and
	
	

	Total assets
	$315,975
	stockholders’ equity
	
	$315,975

	
	
	
	
	





Prob. 1–5A (Concluded)

4.	(Optional)

	D'LITE DRY CLEANERS Statement of Cash Flows
For the Month Ended July 31, 2016

	Cash flows from operating activities:
	
	

	Cash received from customers*
	$120,125
	

	Deduct cash payments for expenses
	
	

	and payments to creditors**
	(42,800)
	

	Net cash flows from operating activities
	
	$ 77,325

	Cash flows used for investing activities:
	
	

	Purchase of land
	
	(50,000)

	Cash flows from financing activities:
	
	

	Cash received from issuing common stock
	$ 35,000
	

	Deduct cash dividends
	(12,000)
	

	Net cash flows from financing activities
	
	23,000

	Net Increase in cash during July
	
	$ 50,325

	Cash balance, July 1, 2016
	
	45,000

	Cash balance, July 31, 2016
	
	$ 95,325

	
	
	



* $32,125 + $88,000; These amounts are taken from the cash column of the spreadsheet in Part 2.
** $6,000 + $22,800 + $14,000; These amounts are taken from the cash column of the spreadsheet in Part 2.


