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MONTHLY EXPENSES—

LOAN APPLICATION

Assume that you are filling out a loan application. The application asks you for your total monthly committed expenses for housing, transportation, insurance, and debt repayment. After reviewing your checkbook, you compile the following list:

Rent

$375
each month

Utilities

110
each month–level billing

Car payment

200
each month

Car insurance

480
every 6 months

Life insurance

120
paid once per year

VISA

20
each month (to pay off




Florida vacation taken




last year)

What is the total amount to be included on the loan application
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ARTISAN STONE AND BRICK

During May, Artisan Stone and Brick laid a stone patio for Louise McCowan for a fee of $1,200. The job took one full week. Artisan's expenses associated with the job are as follows:

1.
Decorative stones, $400. These stones were purchased on account. They will be paid for in June.

2.
Cement, two $10 bags. The bags were purchased and paid for in April.

3.
Wages paid to assistants, $200. These wages were paid at the end of the week.

In addition, Artisan spends approximately $600 per month on rent, utilities, and insurance for its office.

Compute Artisan's profit on the job, using the  matching concept.
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DEFERRALS AND ACCRUALS

1.
A deferred expense occurs when you pay for an item or a service before it is actually used. List four expenses that you typically pay in advance.

2.
A deferred revenue occurs when you receive a payment before you have actually earned it. List two times that you have been paid for a service or merchandise in advance.

3.
An accrued expense occurs when you use an item or a service before you have paid for it. List four expenses that you typically pay "after the fact."

4.
An accrued revenue occurs when you have earned revenue, but you have not yet received payment. List two examples of revenues that you earn before you receive payment.
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WRITING EXERCISE

Assume that you are the accountant for Computer Consultants. Prior to this year, Computer Consultants operated out of a leased office. However, the company purchased its own office building this year. The building is in an area where real estate values have been increasing an average of 6% per year. 

The owner of Computer Consultants has asked why you recorded depreciation on the building if real estate values are appreciating. Write a response to the owner explaining why depreciation must be recorded on the company's accounting records.
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Matrix  Company

Adjusting Entries

1.  Supplies Expense
  60



Supplies

  60

2.  Insurance Expense
190



Prepaid Insurance

190

3.  Wages Expense
130



Wages Payable

130

4.  Unearned Revenue
  70



Fees Earned
  
  70
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Vertical Analysis 

Income Statement







    Amount

Percent

Fees Earned



$2,000


Operating Expenses:



Wages Expense


$   800





Rent Expense


     500



Utilities Expense

    
     250



Supplies Expense

     100



   Total Operating Exp.
$1,650

Net Income




$   350
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Balance Sheet

Vertical Analysis


Assets




Amount
Percent



Cash




$  1,300




Accts. Receivable
    3,700




Supplies


  
    7,000



Fixed Assets


  12,000

Total Assets

          
$24,000


Liabilities



Accounts Payable
$  6,000


Owner’s Equity



J. Cox, Capital

  18,000


Total Liab. & 



Owner’s Equity

$24,000
77

