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Patricia Perez is a licensed architect. During the first month of the operation of her business, the following
events and transactions occurred.

April 1 Invested $13,000 cash.
1 Hired a secretary-receptionist at a salary of $300 per week payable monthly.
2 Paid office rent for the month, $800.
3 Purchased architectural supplies on account from Halo Company, $1,500.
10 Completed blueprints on a carport and billed client $900 for services.
11 Received $500 cash in advance from R. Welk for the design of a new home.
20 Received $1,500 cash for services completed and delivered to P. Donahue.
30  Paid secretary-receptionist for the month, $1,200.
30  Paid $600 to Halo Company on account.

Instructions: Journalize the above transactions. (20 points)

On July 31, 2007, Lori Company had a cash balance per books of $6,815.30. The statement from Tri-County

Bank on that date showed a balance of $7,075.80. A comparison of the bank statement with the cash account
revealed the following facts:

(1) The bank service charge for July was $25.

(2) The bank collected a note receivable of $1,200 for Lori Company on July 15, plus $48 of interest. The
bank made a $10 charge for the collection. Lori has not accrued any interest on the note.

(3) The July 31 receipts of $1,819.60 were not included in the bank deposits for July. These receipts were
deposited by the company in a night deposit vault on July 31.

(4) Company check No. 2480 issued to J. Brokaw, a creditor, for $492 that cleared the bank in J uly was
incorrectly entered in the cash payments journal on July 10 for $429.

(5) Checks outstanding on July 31 totaled $1,480.10.

(6) On July, the bank statement showed an NSF charge of $550 for a check received by the company from R.
Close, a customer, on account.

Instructions: (20 points)

(1) Prepare the bank reconciliation as of J uly 31.
(2) Prepare the necessary adjusting entries at July 31.

Indicate whether the following items would appear on the income statement (IS), balance sheet (BS), or
owner’s equity statement (OE). (10 points)

Notes payable
Advertising expense
R. Harrison, Capital
Cash

Fees earned
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