1.
CLARK COMPANY

Bank Reconciliation

July 31, 2005

	Bank statement balance

	$28,020
	
	Book balance


	$26,193

	Add:
	
	
	Add:
	

	   Deposit of  July 31

	  10,152

38,172
	
	   Proceeds of note less 

   
collection charge

	
    8,955

	
	
	
	
	35,148

	Deduct:
	
	
	Deduct:
	

	   Checks No.
3031
 
$1,380
	
	
	   NSF check
$ 805
	

	
3065
   
    336
	
	
	   Service charge
     15
	

	
3069

  2,148
	    3,864
	
	   Error (Check 3056)
     20
	        840

	Adjusted bank balance

	$34,308
	
	Adjusted book balance

	$34,308

	
	
	
	
	


2.
	July 31
	Cash

	8,955
	

	
	Collection Expense

	45
	

	
	      Notes Receivable

	
	9,000

	
	   To record note collection less fees.
	
	

	
	
	
	

	July  31
	Accounts Receivable—J. Shaw

	805
	

	
	      Cash

	
	805

	
	   To charge account for NSF check plus fees.
	
	

	
	
	
	

	July 31
	Miscellaneous Expenses

	15
	

	
	      Cash

	
	15

	
	   To record bank service fee.
	
	

	
	
	
	

	July 31
	Rent Expense

	20
	

	
	      Cash

	
	20

	
	   To correct an entry error.
	
	


3.
a. If the company's Cash account balance of $26,193 is listed on the bank reconciliation as $26,139 then: 

(i)
The final balance that results from adjusting the bank statement balance will not be affected by the error; and

(ii)
The final balance that results from adjusting the book balance of cash will be understated by $54 ($26,193 - $26,139), and the bank reconciliation will not balance.

b.
The bank's collection of the $9,000 note less the $45 collection fee should have been added to the book balance of cash.  Instead, it was added to the bank statement balance.  As a result:

(i)
The final balance that results from adjusting the bank statement balance will be overstated by $8,955; and

(ii)
The final balance that results from adjusting the book balance will be understated by $8,955.

