DANCIN MUSIC
Kris Payne enjoys listening to all types of music and owns countless CDs and tapes. Over the years, Kris has gained a local reputation for knowledge of music from classical to rap and the ability to put together sets of recordings that appeal to all ages.

During the last several months, Kris served as a guest disc jockey on a local radio station. In addition, Kris has entertained at several friends’ parties as the host deejay.

On April 1, 2015, Kris has established a proprietorship known as Dancin Music. Using an extensive collection of CDs and tapes, Kris will serve as a disc jockey on a fee basis for weddings, college parties, and other events.
Kris has operated it for two months (April 1, - May 31), without keeping formal accounting records. However, he has deposited all receipts in the bank and has kept an accurate checkbook record of all payments. 
An analysis of the cash receipts and cash payments for the two month period ending May 31, follows:











Receipts
    Disbursements

Initial and subsequent investments





12,500
Fees received








16,700
 

Office rent









  

2,600
Wages











2,400
Rental of digital recording equipment                 





1,300
    
Advertising











1,730

Insurance











3,360

Music expense (demos, royalties, etc)






2.565

Supplies











   350


Utilities











   910

Professional fees










   300


Miscellaneous










   300

Personal withdrawals 





                                         1,300











----------      ----------


Totals








29,200        17,115
Cash balance









         12,085











-----------     ----------



Totals








29,200         29,200










          ======      ======

A few questions on your part reveal the following:

On May 1, Dancin Music signed a contract with a local radio station, KPRG, to provide guest spots for the next three months. The contract requires Dancin Music to provide a guest disc jockey for 80 hours per month for a monthly fee of $2,400. Any additional hours beyond 80 will be billed to KPRG at $40 per hour. In accordance with the contract Kris received $4,800 from KPRG as an advance payment for the first two months.
During May, Dancin Music provided guest disc jockeys for a total of 115 hours under the contract with KPRG. Dancin Music also had additional accrued revenue of $2,850 as of May 31.

Dancin Music located an invoice for supplies it had purchased during May which has not yet been paid, in the amount of $750.  A count of supplies on hand at May 31, was $160.
The $3,360 for insurance is for a comprehensive insurance policy which runs from May 1, 2015 – April 30, 2016 covering liability, theft and fire.

On May 1, the Company purchased office equipment for $5,000. The terms of the sale were for Dancin Music to pay entire balance within 60 days at no interest. It has an estimated useful life of 4 years and a salvage value of $200.

Accrued wages as of May 31, 2015, were $200.

The $2,600 paid for office rent was for the months of April and May, as was the $1,300 paid for rental of digital recording equipment.

REQUIRED:

Kris Payne wants you to prepare an accrual basis Income Statement for the two months ended May 31, 2015 and also a May 31, Balance Sheet for Dancin Music.

