Adjusting Entries
ADJE1-1: Adjusting Entries:
During December 31, 2021, the following transactions occurred for the Rich Tech Company.
 
1. On October 1, 2021, Rich lent $78,000 to another company. A note was signed with principal and 8% interest to be paid on September 30, 2022.
2. On November 1, 2021, the company paid its landlord $7,200 representing rent for the months of November through January. Prepaid rent was debited.
3. On June 1, 2021, collected $18,000 in advance rent from another company that is renting a portion of Rich Tech’s building. The $18,000 represents one year’s rent and the entire amount was credited to rent revenue.
4. Depreciation of office building was $3,000.
5. Employees have earned vacation pay for the year total $10,200, which has not yet been paid. The vacation pay is recorded as salaries expense.
6. Rich Tech started with a $6,000 balance in its supplies account. During the year, $10,000 in supplies were purchased and debited to supplies. At the end of the year 2021, supplies costing $12,000 remain in hand.
7. On August 1, 2021, the Company borrowed $60,000 from a local bank on a 15-year mortgage. The annual interest rate is 10%.
8. Revenue for services performed but unrecorded for December 31, 2022, totaled $3,000.
9. On October 1, 2021, Rich Tech paid $7,200 for a 2-year insurance. The initial entry was recorded as debit to prepaid insurance. 
10. Utilities expense incurred but not paid until January 2022 totaled $1,000.
Required:
Prepare the necessary adjusting entries for each of the above situations. Assume that no financial statements were prepared during the year and no adjusting entries were recorded.  

ADJE1-2: Alternative Form of Adjusting Entries:
Wikitekkee Inc., has the following balances in selected accounts on December 31, 2021. 
	Service Revenue
	$60,000

	Insurance Expense
	3,600

	Supplies Expense
	3,650


All the accounts have normal balances. Wikitekkee debits prepayments to expense accounts when paid, and credits unearned revenues to revenue accounts when received. The following information below has been gathered on December 31, 2021. 
1. Wikitekkee Inc., paid $3,600 for 12 months of insurance coverage on June 1, 2021. 
2. On December 1, 2021, Wikitekkee collected $60,000 for consulting services to be performed from December 1, 2021, through March 31, 2022.
3. A count of supplies on December 31, 2021, indicates that supplies of $1,650 are on hand.
Instructions:
Prepare the adjusting entries needed on December 31, 2021.
ADJE1-3: Adjusting Entries:
A review of the ledger of Rich Tech Company on November 30, 2021, produces the following data pertaining to the preparation of annual adjusting entries. The company’s fiscal year ends on November 30.
1. Salaries and wages payable balance is $0. There are ten employees. Salaries and wages are paid every Friday for the current week. Seven employees receive $800 per week, and three employees earn $550 per week. November 30 is a Tuesday. Employees work five days in a week. 
[image: ]
2. Unearned rent revenue $429,000. The company began subleasing office space in its new building on October 1. Each tenant is required to make a $5,000 security deposit that is not refundable until occupancy is terminated. On November 30, 2021, the company had the following rental contracts that are paid in full for the entire term of the lease. 
	Date
	Term (in Months)
	Monthly rent
	Number of Leases

	October 1
	6
	$6,000
	5

	November 1
	6
	$8,500
	4



3.  Prepaid advertising $13,000. This balance consists of payments on two advertising contracts. The contracts provide for monthly advertising in two trade magazines. The terms of contracts are shown below:
	Contract
	Date
	Amount
	Number of Magazine Issues

	A550
	April 1
	$6,000
	12

	B556
	Sept. 1
	7,200
	24



The first advertisement runs in the month in which the contract is signed.
4. Notes payable $60,000. This balance consists of a note for one year at annual rate of interest of 12%, dated May 1.
Instruction: 
Prepare the adjusting entries on November 30, 2021. 
ADJE1-4: Adjusting Entries
Greco Resort opened for business on June 1 with eight air-conditioned units. Its trial balance on August 31 is as follows.
Greco Resort
Trial Balance
August 31, 2020
	 
	Debit
	Credit

	Cash
	$19,600
	

	Prepaid Insurance
	4,500
	

	Supplies
	2,600
	

	Land
	20,000
	

	Buildings
	120,000
	

	Equipment
	16,000
	

	Accounts Payable
	
	$4,500

	Unearned Rent Revenue
	
	4,600

	Mortgage Payable
	
	60,000

	Common Stock
	
	91,000

	Retained Earnings
	
	9,000

	Dividends
	5,000
	

	Rent Revenue
	
	76,200

	Salaries and Wages Expense
	44,800
	

	Utilities Expense
	9,200
	

	Maintenance and Repairs Expense
	3,600
	 

	
	$245,300
	$245,300


Other Data:
1. The balance in prepaid insurance is a one-year premium paid on June 1, 2020.
2. An inventory count on August 31 shows $450 of supplies on hand.
3. Annual depreciation rates are buildings (4%) and equipment (10%). Salvage value is estimated to be 10% of cost.
4. Unearned rent revenue of $3,800 was earned prior to August 31.
5. Salaries of $375 were unpaid on August 31.
6. Rentals of $800 were due from tenants on August 31.
7. The mortgage interest rate is 8% per year.
Instructions:
(a) Journalize the adjusting entries on August 31 for the 3-month period June 1—August 31. 
(b) Prepare an adjusted trial balance on August 31.
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