Peach Company Team Project – Spring 2009
This was the Balance Sheet for the Peach Company on December 31, 2008 (the end of the last accounting period):

Balance Sheet

	
	ASSETS
	
	

	Current Assets
	
	

	
	Cash
	$8,950 
	

	
	Accounts Receivable
	17,000
	

	
	Inventory
	36,500
	

	
	Supplies on hand
	625
	

	
	Prepaid Rent
	2,200
	

	
	Prepaid Insurance
	3,000
	

	
	Total Current Assets
	
	$68,275 

	
	
	
	

	
	Equipment
	78,500
	

	
	   less: Accumulated Depreciation
	(22,500)
	

	
	Truck
	27,000
	

	
	   less: Accumulated Depreciation
	(8,000)
	

	
	Total Non-current Assets
	
	75,000

	
	Total Assets
	
	143,275

	
	
	
	

	
	LIABILITIES AND OWNER'S EQUITY
	
	

	Current Liabilities
	
	

	
	Accounts Payable
	$12,000 
	

	
	Bonuses Payable
	1,750
	

	
	Wages and salaries payable
	0
	

	
	Federal Payroll Taxes Payable
	0
	

	
	Federal Income Taxes Payable
	1,250
	

	
	Interest Payable
	0
	

	
	Loans payable within 12 mo
	4,000
	

	
	Total Current Liabilities
	
	$19,000 

	
	Loans Payable (long term)
	11,000
	

	
	Total Non-current Liabilities
	
	11,000

	
	Total Liabilities
	
	$30,000 

	
	
	
	

	
	
	
	

	
	Invested capital
	70,000
	

	
	Retained earnings
	43,275
	

	
	Total Owner's Equity
	
	113,275

	
	Total Liabilities and Owner's Equity
	
	$143,275 


The general ledger at Peach Company includes the following accounts besides those listed in the balance sheet above:
	Depreciation Expense

Insurance expense

Supplies Purchases

Supplies Returns

Allowance for Bad Debt

Bad Debt Expense

Bonus expense

Telephone Expense
Federal Income Tax Expense
	Supplies expense

Utilities expense

Wages and salaries expense

Gain/Loss on Sale of Equipment

Other Income

Income and Expense Summary

Interest expense

Rent expense

Sales Revenue

Cost of Goods Sold


For your project you must:

a. Create a Chart of Accounts for the accounts presented in this project;

b. Prepare a Journal and record the entries for all transactions.

c. Prepare a General Ledger that includes:

i. All the possible accounts and clearly delineated by category (i.e. Assets, Liabilities, Revenues, Expenses and Owners Equity)

ii. Enter the beginning balances (with “Beg” as a reference designator)
iii. Enter each transaction for the month and include reference designators to the question number (so I can follow your entries);
iv. Show the ending account balances;
d. Perform the closing entries to transfer Revenues and Expenses to Retained Earnings as described in the lecture.  This must include correct Journal and Ledger entries for the transactions and account balances for Revenues and Expenses must be correct.
e. An Income Statement for the month of January 2009
f. A Balance Sheet as of January 31, 2009.
Make sure you check, and double-check your numbers (more than one member of your team should be responsible for checking the work).  Also, check your formulas, pointer and references in Excel to ensure you did not miscalculate (it is still your error, not the spreadsheet).  Remember the sum of the Assets must equal the sum of Liabilities and Owners Equity.  If you have trouble equating these values then you probably made an error with a Journal entry.  The worse error you can make is to falsify your value of Retained Earnings to make your Balance Sheet balance.
Each part ( a thru f) must be different sections.  It must be easy to read, have a professional appearance and be technically correct.  You have references from the text and class.  Use the traditional T-account method (no special formats from accounting software programs).  Use the format for the Chart of Account, Journal, Ledger, Balance Sheet, and Income Statement as shown in the lecture slides.
ALL WORK MUST BE COMPLETED BY EACH TEAM INDIVIDUALLY AND WITHOUT CONSULTATION WITH MEMBERS OF OTHER TEAMS IN ANY MANNER.  IF YOU VIOLATE THIS CONFIDENCE BY ASKING OR SHARING ALL OR PORTIONS OF YOUR PROJECT THEN YOUR GRADE WILL BE REDUCED BY ONE-HALF.
The following transactions occurred during the month of September 2008 at the Peach Company.  

	
	Date
	
	Transaction

	1
	1-Jan
	
	Received telephone bill of $175

	2
	2-Jan
	
	Paid Utility Bill from last period of $250

	3
	3-Jan
	
	Made a credit sale of $16,500.

	4
	3-Jan
	
	Paid Federal Income Taxes of $1250 due from last period

	5
	4-Jan
	
	Wages earned of $660 from the first of the month

	6
	6-Jan
	
	Received electricity bill of $285 and paid it in full

	7
	7-Jan
	
	Purchased Inventory of $625 using the company credit card

	8
	9-Jan
	
	Made a cash sale of $8,500

	9
	11-Jan
	
	Wages due $1,650.

	10
	12-Jan
	
	Paid all accrued wages to employees

	11
	12-Jan
	
	Returned some damaged Inventory of $75 received on January 7th. 

	12
	13-Jan
	
	You received a legal notice from Superior Court that Customer X is bankrupt and has no assets.  They owe you $2,500

	13
	14-Jan
	
	Made a credit sale of $22,300

	14
	15-Jan
	
	Paid the Telephone bill of $175

	15
	15-Jan
	
	Purchased office supplies on the company credit card for $65

	16
	18-Jan
	
	Wages due $1,650.

	17
	22-Jan
	
	Made a credit sale of $7,500

	18
	23-Jan
	
	Received payment of $18,400 from Customer X on their account.

	19
	24-Jan
	
	Purchased a new delivery truck.  You traded in the old truck originally purchased for $27,000 and has $8,000 of Accumulated Depreciation 

	
	
	
	  The List Price was $32,000 but the sale price was $28,000 with a $2000 down payment and $8,500 as trade-in value for the old truck.

	20
	25-Jan
	
	Wages due $1,650.

	21
	26-Jan
	
	Pay all accrued wages to employees

	22
	27-Jan
	
	Received a Bill of $220 for advertising in the telephone book for the entire calendar year.

	23
	27-Jan
	
	Paid the credit card of $250

	
	End of Period Adjusting Entries (Internal)

	24
	31-Jan
	
	Wages due for the final days of the month are $ 1,650

	25
	31-Jan
	
	Paid $800 towards your loan plus paid the monthly interest of $42

	26
	31-Jan
	
	Posted Depreciation of Equipment of $1250

	27
	31-Jan
	
	Posted Depreciation of Truck of $600

	28
	31-Jan
	
	Accounted for one month of prepaid rent of $1100 per month

	29
	31-Jan
	
	Paid all accumulated Federal Payroll Taxes

	30
	31-Jan
	
	Account for one month of Prepaid Insurance of $500 per month

	31
	31-Jan
	
	Supplies were counted at the end of the month.  There were $430 worth of supplies.

	32
	31-Jan
	
	Post Income Taxes from Income Statement (@40% Tax Rate)


	Footnotes to Balance Sheet:

	
	Inventory is accounted for using the Perpetual method.  The Gross Profit Margin is 45%

	
	Supplies are accounted for using the Periodic method at the end of each month.

	
	Company withholds 12% of wages for Federal Income Taxes.

	
	Allowance for Bad Debt is 3% of sales (the Beginning balance in the Allowance for Bad Debt account is $4,200)

	
	The Income Tax Rate = 40%

	
	The company uses the Gross method for accounting for credit sales.


