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Joan Miller Advertising Agency

Income Statement

For the Month Ended January 31, 2007

Revenues


Art Fees Revenue




$4,600
Advertising Fees Revenue 



     200


Total Revenue





  $4,800

Expenses


Rent Expense





$   400

Utility Expense




     100


Telephone Expense



       
       70


Insurance Expense



                   40


Art Supplies Expense



     500


Office Supplies Expense



     200


Depreciation Expense, Office Equipment                     50


Depreciation Expense, Art Equipment

      70

Salary Expense



              1,380


Total Expenses





    2,810
Net income








  $1,990
Joan Miller Advertising Agency

Statement of Changes in Owner’s Equity
For the Month Ended January 31, 2007

Joan Miller, Capital, January 1, 2007 




$           0

+
Investment by Owner



$10,000

Net Income





    1,990



Total







  $11,990
-
Withdrawal by Owner





      1,400

Joan Miller, Capital, January 31, 2007                                              
  $10,590
Joan Miller Advertising Agency

Balance Sheet

For the Month Ended January 31, 2007

Assets

Cash







$1,720
Accounts Receivables

           


  3,000

Art Supplies




    

  1,300

Office Supplies





     600


Prepaid Rent






     400


Prepaid Insurance





     440


Office Equipment





  3,000


Less Accumulated Depreciation, Office Equipment
     (50)

Less Accumulated Depreciation, Art Equipment

     (70)

Art Equipment





  4,200
Total Assets






$14,540
Liabilities

Unearned Art Fees



       600

Salary Payable



       180
Accounts Payable



  $1,670
Short-Term Notes Payable


    1,500


Total Liabilities





$  3,950
Owner’s Equity

Contributed capital




$10,000

Withdrawal by Owner



   (1,400)
Retained Earnings




    1,990


Total Owner's Equity




  10,590
Total liabilities and stockholders' equity



$14,540
Note:  Total Assets = Total liabilities and stockholders’ equity

Adjusted Entries
	
	Art Supplies Expense (+E, -SE)
	a
	500
	

	
	Office Supplies Expense (+E, -SE)
	a
	200
	

	
	                                           Supplies (-A)
	a
	
	700

	Supplies used in January

	
	Depreciation Expense, Art Equipment (+E, -SE)
	b
	70
	

	
	Accumulated Depreciation, Art Equipment (+XA, -A)
	b
	
	70

	((4,200-0) x (1/5))/12 months = $70 per month of depreciation

	
	Depreciation Expense, Office Equipment (+E, -SE)
	c
	50
	

	
	Accumulated Depreciation, Office Equipment (+XA, -A)
	c
	
	50

	((3,000-600) x (1/4))/12 months = $50 per month of depreciation

	
	Unearned Art Fees (-L)
	d
	400
	

	
	     Art Fees Earned (+R, +SE)
	d
	
	400

	To recognize revenue earned

	01/31/07
	Accounts Receivable (+A)
	e
	200
	

	
	     Advertising Fees Earned(+R, +SE)
	e
	
	200

	To record revenue earned but not paid

	01/31/07
	Office Wage Expense (+E, -SE)
	f
	180
	

	
	                              Wages Payable (+L)
	f
	
	180

	Wage expense is increased (debited) because this expense was incurred in January at $60 x 3days.  A liability (wages payable) is credited because this amount is owed to the employee.

	1/31/07
	Rent Expense (+E,-SE)
	
	400
	

	
	     Prepaid Rent (-A)
	
	
	400

	To recognize Rent Expense for January of $400 and Prepaid Rent account now reflects $400 of rent paid in advance for February.

	1/31/07
	Insurance Expense (+E, -SE)
	
	40
	

	
	     Prepaid Insurance (-A)
	
	
	40

	To reflect one month paid of insurance $480/12 months = $40


Check the amounts for Art Supplies Expense and Unearned Art Fees.


Also, you need adjusting entries for prepaid rent and prepaid insurance because you always consider you "prepaid" accounts when doing adjusting entries.
T-Accounts
Assets

	Accounts Receivable

	2,800
	

	End. Balance  2,800
	

	Cash

	10,000
	

	
	800

	
	4,200

	
	1,500

	
	480

	
	1,000

	1,400
	

	
	600

	1,000
	

	
	1,400

	1,000
	

	
	600

	
	100

	End. balance  2720
	


	Prepaid Rent

	800
	

	End. Balance  800
	


	Art Equipment

	4,200
	

	End. Balance  4,200
	


	Office Equipment

	3,000
	

	End. Balance  3,000
	

	Office supplies

	800
	

	End. Balance  800
	


	Art supplies

	1,800
	

	End. Balance  1,800
	

	Prepaid Insurance

	480
	

	End. Balance  480
	


Liabilities

	Short term notes payable

	
	1,500

	
	End. Balance  1,500


	Accounts Payable

	
	2,600

	1,000
	

	
	70

	
	End. Balance  1,670


	Unearned Revenue

	
	1,000

	
	End. Balance  1,000


Stockholder’s Equity

	Services Revenue

	
	1,400

	
	2,800

	
	End. Balance  4,200

	Wages Expense

	600
	

	600
	

	End. Balance  1,200
	


	Joan Miller, withdrawls

	1,400
	

	End. Balance  1,400
	

	Utilities Expense

	100
	

	End. Balance  100
	


	Telephone Expense

	70
	

	End. Balance  70
	


Journal Entry
	Paid $600 salary

	15-Jan
	Cash (+A)
	
	1,000
	

	
	Unearned Revenue (+L)
	
	
	1,000

	Received advance fee for service

	19-Jan
	Accounts Receivable (+A)
	
	2,800
	

	
	Service Revenue (+L)
	
	
	2,800

	Performed service for $2,800 fee to be collected next month

	25-Jan
	Joan Miller, Withdrawals (+E, -SE)
	
	1,400
	

	
	Cash (-A)
	
	
	1,400

	Withdraw $1,400 for personal living expenses 

	26-Jan
	Wage Expense (+E, -SE)
	
	600
	

	
	Cash (-A)
	
	
	600

	Paid $600 salary

	29-Jan
	Utility Expense (+E, -SE)
	
	100
	

	
	Cash (-A)
	
	
	100

	Paid $100 utility bill

	30-Jan
	Telephone Expense (+E, -SE)
	
	70
	

	
	Accounts payable (+L)
	
	
	70

	Received $70 telephone bill


