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1 
 

Acco u n ti n g C o n ce 
p ts a n d Pro ce d u re s 

ANSWERSTODISCUSSIONQUESTIONS 
ANDCRITICALTHINKING/ETH 
ICALCASE 

1 . Th e fu n cti o n s o f a cco u n ti n g a re to a n a l y ze , re co rd , cl a ssi fy , su m m a ri ze , 
re p o rt, a n d i n te rp re t fi n a n ci a l i n fo rm a ti o n . 

2 . So l e p ro p ri e to rsh i p—1 o w n e r; u n l i m i te d l i a b i l i ty ; e a sy to fo rm 

; l i m i te d l i fe Pa rtn e rsh i p—2 o r m o re o w n e rs; u n l i m i te d l i a b i l i 
ty ; e a sy to fo rm ; l i m i te d l i fe C o rp o ra ti o n—Sto ckh o l d e rs; l i m i te 
d l i a b i l i ty ; d i ffi cu l t to fo rm ; u n l i m i te d l i fe 

3 . Bu si n e sse s a re cl a ssi fi e d a s se rv i ce, m erch a n d i se , o r m a n u fa ctu ri n g. 

4 . C o m p u te r te ch n o l o g y h a s g re a tl y re d u ce d th e ti m e re q u i re d fo r p e 
rfo rm i n g th e b o o kke e p i n g fu n cti o n . 

5 . Th e th re e e l e m e n ts o f th e b a si c a cco u n ti n g e q u a ti o n a re a sse ts, l i a b i 
l i ti e s, and o w n e r's e q u i ty . 

6 . C a p i ta l i s th e o w n e r's cu rre n t i n v e stm e n t o r e q u i ty i n th e a sse ts o f a b u 
si n e ss. It i s o n e su b d i v i si o n o f o w n e r's e q u i ty . 

7 . Tru e . Th e su m o f th e l e ft si d e o f th e e q u a ti o n (a sse ts) m u st e q u a l th e su 
m o f th e ri g h t si d e o f th e e q u a ti o n (l i a b i l i ti e s a n d o w n e r's e q u i ty ). 

8 . Fa l se . Th a t i s th e i n co m e sta te m e n t.
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9 . Fa l se . R e v e n u e i s a su b d i v i si o n o f o w n e r's e q u i ty . 

10. Ow n e r's e q u i ty i s su b d i v i d e d i n to C a p i ta l , W i th d ra w a l s, R e v e n u e , a 
n d Ex p e n se s. 

11. Fa l se . It i s n o n-b u si n e ss e x p e n se of the owner; a su b d i v i si o n o f o w n e r's e q 
u i ty . It is n o t a b u si n e ss e x p e n se . 

12. Fa l se . As e x p e n se s i n cre a se , o w n e r's e q u i ty d e cre a se s. 

13. R e v e n u e l e ss Ex p e n se s; a n i n co m e sta te m e n t sh o w s p e rfo rm a n ce o v e r ti 
m e. 

14. Fa l se . It ca l cu l a te s e n d i n g ca p i ta l . 

15. Th e q u e sti o n i n th i s ca se i s w h e th e r Pa u l sh o u l d b e a l l o w e d to "p a d " h i s 

e x p e n se a cco u n t w i th a n a d d i ti o n a l $ 1 0 0 o f e x p e n se s. I fe e l th a t Pa u l 

sh o u l d o n l y b e a l l o w e d to e x p e n se th o se i te m s th a t a re b u si n e ss re l a te 

d . Pa u l 's a rg u m e n t th a t h e i s e n ti tl e d to a n a d d i ti o n a l $ 1 0 0 i s n o t a v a l 

i d a ssu m p ti o n . H o w e v e r, h e sh o u l d b e re i m b u rse d fo r a n y b u si n e ss e x 

p e n se s d u ri n g th e w e e ke n d .



SOLUTIONSTOCONCEPTCHECKS 
 
 

 

1. a. 
b. 

A 

A 
 c. 

d. 

e. 

f . 

L 

A 

OE 

A 
 

2.   a.Liabilities Total 
 b. 

c. 
Asse ts Acco u n ts 
Pa y a b l e 

 

3. 
 

a.I 

b. 

 
 

S 
 

4 . 

To ta l a sse ts = C a sh $ 3 1 ,0 0 0 + W a re h o u se e q u i p m e n t $ 3 ,0 0 0 = $ 3 4 ,0 0 0 
 

 

5.   b.J. Pe n n y , C a p i ta l 

d.      J. Pe n n y , W i th d ra 
f .     Ad v e rti si n g Ex p e n 

g.      Ta x i Fe e s Ea rn e d 
 

6.   c.   Acco u n ts Pa y a b l e 

d.    Gro o m i n g Fe e s Ea rn 
 

7. a, b ,d 
 

8. a. 

b. 

IS 

BS 
 c. BS 
 d. BS 
 e. IS 
 f . IS 

 g. OE 
 h. BS 

9. a. OE 
 b. 

c. 
BS 
BS 

 d. IS 



SOLU T ION S T O SET A EXER C ISES 
 
 

e.         a.        1 $30,000       =$8 ,0 0 0 + $22,000

-          
b.    $105,000    =$7 ,0 0 0 + $98,000 

c.    $25,000=$11,000 + OE 
OE sh o u l d b e $ 1 4 ,0 0 0 

 

 

1A -2. 
 

 
 
 

A s s e ts =                         Lia bilitie s + Ow ne r ’s Equity 

C a sh +                  Eq u i p m e n t =   Acco u n ts + Pa     Matty, Capital 
                 y a b l e                       

a.                            +130,000                                                                                      +130,000    

b.                                     (1,100)           +1,100       

 c.                   + 950                  +950  

1 A - 

3. 

 

 
 

RIDEOUTCOMPANYCLEA 

NERSBALANCESHEETNOV 

E M BE R 30, 201X 
 
 

As s e t s Li a bi l i t i e s an d O w n er ’ s E q u i t y
 

Ca s h $ 71 0 0 0     Li a bi l i t i e s    

Eq u i p m e n t 12 0 0 0 Ac c o u n t s Pa y a b l e $15 1 0 0 

    To t a l L i a b i l i t i e s 1 5 1 0 0 

     
Ow n e r ' s E q u i t y 

    

    B. Ri d e o u t , C a p i ta l 6 7 9 0 0 

    To t a l L i a b i l i t i e s a n d     

To t a l A s s e t s $8 3 0 0 0 Ow n e r ' s E q u i t y $8 3 0 0 0 



EXER C ISES(C ON T IN U 
 

1A-4. 

  ASSETS=LIABILITIES+OWNER'SEQUITY    

B. B. Ac c o u n t s 

Co m p u t e r Ac c o u n t s Bl a c k , Bl a c k , 
Ca s h + Re c . + Eq u i p . = Pa ya b l e + Ca p i t a l – Wi t h d . + Re v e n u e s – Ex p e n s e s 

 

 
a . + 6 0 ,0 0 0 + 6 0 ,0 0 0 b . + 7, 000 + 7, 000 

c . ( 100 ) + 100 
 

d . +14, 300 + 14, 300 e . + 30, 600 + 30, 600 

f . ( 3, 600 ) + 3, 600 g . ( 1, 470 ) + 1, 470 

 
Re m e m b e r , a s wi t h d r a wa l s o r e x p e n s e s i n c r e a s e , th e e n d r e s u l t i s to r e d u c e o w n e r ' s e q u i 
ty .



1 5 5 0 

$ 1 4 5 0 

 

EXER C ISES(C ON T IN U 
 

1 A - 
5. (a ) 

 

FREDERICKREA 

LTYINCOMESTA 

TEMENT 

MONTHENDEDNOVEMBER30, 

201X 
 

 
Re v e n u e : 

Pr o f e s s i o n a l F e e s                                                                                                            $ 3      0   0   0 

Op e r a t i n g E x p e n s e s : 

Sa l a r i e s Ex p e n s e                                                                            $      5   5   0 

Ut i l i t i e s E x p e n s e                                                                                  2   0   0 
 

Re n t E x p e n s e                                                                                             8   0   0 

To t a l O p e r a t i n g E x p e n s e s 

Ne t I n c o m e 
 
 
 
 
 

(b ) 
 
 
FREDERICKREALTYSTATEM 

ENTOFOWNER’SEQUITYMO 

NTHENDEDNOVEMBER30, 
201X

 

S. Fr e d e r i c k , C a p i ta l , No v e m b e r 1, 201X 
    

$ 9 0 0 
 

0 

Ne t I n c o m e f o r No v e m b e r $ 1 4 5 0     

Les s : W i t hdr aw al s f or No v e m b e r  ( 1 2 0 )     

In c r e a s e i n C a p i ta l     1 3 3 0 

S. Fr e d e r i c k , C a p i ta l , No v e m b e r 30, 201X     $ 10 3 3 0 

 
 
 
 
 
 
 
 

(c ) 
 
 
FREDERICKREA 

LTYBALANCES 

HEETNOVEMBE 

R 30, 201X

 

A sset s Li a bi l i t i e s an d O w n er ’ s E q u i t y 
 

Ca s h $ 4 8 0 0 Li a bi l i t i e s  

Ac c o u n t s Re c ei v abl e 1 2 3 0 Ac c o u n t s Pa y a b l e $ 4 0 0 0 

Of f i c e Eq u i p me n t 8 3 0 0 Ow n e r ' s Eq u i t y     



 

EXER C ISES(C ON T IN U     
S. Fr e d e r i c k , C a p i ta l 

To t a l L i a b i l i t i e s a n d 

10 3 3 0 
 

        

To t a l As s e t s                                   $ 1 3 3 0  Ow n e r ' s Eq u i t y $ 14 3 3 0  

      

  



SOLU T ION S T O SET B EXER C ISES 

 
1B-1 . 

 
 
 

a. $ 2 7 ,0 0 0 = $ 7 ,0 0 0 + $ 2 0 ,0 

0 0 b. $ 8 5 ,0 0 0 = $ 1 2 ,0 0 0 + $ 

7 3 ,0 0 0 c. $ 3 0 ,0 0 0 = $ 5 ,0 0 0 
+$25,000 

1B- 2. 
 
 

A s s e ts =                              Lia bilitie s + Ow ne r ’s Equity 

C a sh +                  Eq u i p m e n t =    Acco u n ts + Pa     Mandy, Capital 
                y a b l e                     

a.                             +114,000                                                                                   +114,000       

b.                                  (1,600)              +1,600        

  c.                +1,150                     +1,150  

1 B- 
3. 

 

 
 

ROLLANDCOMPANYCLEA 

NERSBALANCESHEET 

JU N E 30, 201X 
 

 
ASSETSLIABILITIESANDOWNER’SEQUITY

 

Ca s h $ 52 0 0 0     Li a bi l i t i e s    

Eq u i p m e n t 36 0 0 0  Ac c o u n t s P a y a b l e $ 11 0 0 0 

     To t a l L i a b i l i t i e s $11 0 0 0 

     Ow n e r ' s E q u i t y     

     B. Ro l l a n d , C a p it a l $ 77 0 0 0 

     To t a l L i a b i l i t i e s a n d     

To t a l A s s e t s $ 8 0 0 0  Ow n e r ' s E q u i t y $ 8 0 0 0 



EXER C ISES(C ON T IN U 
 

1B-4. 

  ASSETS=LIABILITIES+OWNER'SEQUITY    

B. B. Ac c o u n t s 
Co m p u t e r Ac c o u n t s B el l , B el l , 

Ca s h + Re c . + Eq u i p . = Pa ya b l e + Ca p i t a l – Wi t h d r . + Re v e n u e s – Ex p e n s e s 

 

 
a .      +45,00                                                                                                              +45,00 
b        0                                                                                                                        0 
.                                                                      + 9, 500                    + 9, 500 

c .              ( 75                                                                                                                                               + 75 

d .      +14,1                                                                                                                                                                       +14,1 

e .                                  + 29, 600                                                                                                                                      + 29, 600 

f .         (3,4                                                                                                                                                                                                        +3,4 

g .        ( 1, 500)                                                                                                                                                                                                 + 1, 500 

 
Re m e m b e r , a s wi t h d r a wa l s o r e x p e n s e s i n c r e a s e , th e e n d r e s u l t i s to r e d u c e o w n e r ' s e q u i 
ty .



1 2 0 0 

$ 2 2 0 0 

 

EXER C ISES(C ON T IN U 
1B- 5 
. (a ) 

 

FRENCHREALTY 

INCOMESTATE 

MENT 

MONTHENDEDSEPTEMBER30, 

201X 
 

 
Re v e n u e : 

Pr o f e s s i o n a l F e e s                                                                                                           $ 3      4   0   0 

Op e r a t i n g E x p e n s e s : 
 

Sa l a r i e s Ex p e n s e $      4 2 5 

Ut i l i t i e s E x p e n s e 3 0 0 

Re n t E x p e n s e 4 7 5 

To t a l O p e r a t i n g E x p e n s e s 

Ne t I n c o m e 
 
 
 
 
 

(b ) 
 

 
FRENCHREALTYSTATEMENT 

OFOWNER'SEQUITYMONTHE 

N D E D SEPT EM B ER 30, 201X

 

S. Fr e nc h , C a p it a l, S e p t e m b e r 1 , 2 0 1 X     $ 6 0 5 
 

0 

Ne t I n c o m e f o r S e p t e m b e r $ 2 2 0 0     

Le s s : W i t hdr a w a l s f or Se p t e m b e r  ( 2 0 0 )     

In c r e a s e in C a p it a l     2 0 0 0 

S. Fr e nc h , C a p it a l, S e p t e m b e r 3 0 , 2 0 1 X     $ 8 0 5 0 

 
 
 
 
 
 
 
 

(c ) 
 
 

FRENCHREALTY 

BALANCESHEET 

SEPT EM B ER 30, 201X 

 
ASSETSLIABILITIESANDOWNER'SEQUITY

 

Ca s h $ 2 9 0 0 
 

Li a bi l i t i e s 
 

Ac c o u n t s Re c ei v ab l e 1 7 5 0  Ac c o u n t s Pa y a b l e $ 7 0 0 0 

Of f i c e Eq u i p me n t 10 4 0 0  Ow n e r ' s E q u i t y     

      S. Fr e nc h , C a p it a l 8 0 5 0 

      To t a l L i a b i l i t i e s a n d     



 

To t a l As s e t s                           
U  

$ 1 
EXER C ISES(C ON T IN 

0 5 0  Ow n e r ' s Eq u i t y $1 5 0 5 0  

      



SOLUTIONSTOSETAPROBLEMS 
 

 

PROBLEM1A 
- 1 

 

 
MORGAN'SNAILS 

P A 
 
 
 
 

Tr a n s a c t i o n As s e t s = Li a bi l i t i e s + O w ne r ’ s E qui t y 

 Ca s h St o r e Eq u i p m e 

n t 

Ac c o u n t s 

Pa y a b l e 

M. A mb e r s o n , 

Ca p i t a l 

a. +16, 000   +16, 000 

b. (3,700) +3, 700   

c.  +6, 050 +6, 050  

d. (600)  (600)  

To t a l 11,700 9,750 5,450 16,000 

 

PROBLEM1A-2 
 

SHEA’SINTERNETSE 

RVICEBALANCESHEET 

JUNE 30, 201X 
 

 

ASSETSLIABILITIESANDOWNER'SEQUITY 
 

Ca s h                                            $ 38   0 0   0                Li a bi l i t i e s 

Eq u i p m e n t                                    39   0 0    0                Ac c o u n t s P a y a b l e                $ 14 0     0   0 

Bu i l d i n g                                         55   0 0    0 

Ow n e r ' s Eq u i t y 

Sh e a , C a p it a l                            118   0     0    0 
 
 

To t a l Li a bi l i t i e s a nd 

To t a l As s e t s                             $ 132   0 0    0                Ow n e r ' s E q u i t y                    $ 132  0     0    0



  

 

a . 
 

+25,00 

BALANCE 25,00 

b .  

BALANCE 25,00 
0 

c . + 8 
00 

BALANCE   25, 800 

d .  

 

BALANCE   
 

25, 800 

e . ( 275 

 

BALANCE   
 

25, 525 
 

f .   
 

( 170 
 

BALANCE   
 

25, 355 

g .    

 

BALANCE   
 

25, 355 

h . ( 700 

 

ENDINGBALA 
 

NCE 
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FONTANCOMPUTERSERVICE 
 

ASSETS                                    =LIABILITI 

 
OWNER 

'SEQUI

E S +                                                                           T Y 

 
R . R. Co m p u t e r 

Ac c o u n t s Of f i c e Ac c o u n t s Font a n, Font a n , Se r v i c e 

Ca s h + Re+ c e i v a b l e + Eq+u i p m e n t = Pa y a b l e + Ca p i +t a l +25–Wi,0t h0 d0 .- + Re v e n u+e – Ex p e n s e -s 
 

+                        0 +                      0 =                     0 +       25, 000 - 0                   +                 0 -                       0 
 

 

+ + +2, 500 = +2, 5 + -                     +  - 
   00     
+ 0 + 2, 500 = 2, + 25,000-0                     + 0 -                       0 

 

+ 
 

+ 
 

= 500  

+ 
 

-                     + 
 

+ 8 
 

- 
                                                                                                                                                          00 

+
                               

0 +               2, 500 =           2, 5     +       25,000-0                     +            8      -                       0 
 

+                +2,100+                         =                        +                    -                     +       + 2,       - 
100 

+                2, 100 +               2,500=             2, 5     +       25,000-0                     +         2,        -                       0
 

 

+                           +                         = 

 
 

 

+                    -                     +                     -                 +

 

+                2, 100 +               2,500=             2, 5     +       25,000-0                     +         2,        – 
)                                                                                                                     00                                                                900 

+                           +                         =                        +                    -                     +                     - 

 

275 
 

+

 
+                2, 100 +               2,500=             2, 5     +       25,000-       0 

 

+         2,        – 
170 

445

00                                                                             900 

+                           +                         =          +1,        +                    -                     +                     - 

 
 

+ 1,
 

+                2, 100 +               2,500=             3,        + 
 
25,000-0 

 

+         2,        –                1,

 

+                           +                         =                        + 

 

 

-+700             +                     -

 

 

)            +                2, 100 +               2,500=             3,        +       25,000–700                 +         2,        – 
                   700                                                                        900   

1, 645

 

       24, 655 
 



 

29, 255               29, 255



$ 2 7 0 0 

 

1 2 1 5 

$ 1 4 8 5 

 

PROBLEM1A 
- 4 (a ) 

 

WILLIAMSHOMEDECORATING 

SERVICEINCOMESTATEMENT 

MONTHENDEDSEPTEMBER30, 
201X 

 

 

Re v e n u e : 

Ho m e De c o r a t i n g Fe e s 
 

 

Op e r a t i n g E x p e n s e s : 

Ad v e r t i s i n g E x p e n s e                                                             $      2   5   5 

Re p a i r E x p e n s e                                                                                         4   5 

Tr a ve l E x p e n s e                                                                                    6   5   0 

Su p p l i e s Ex p e n s e                                                                               1   1   5 
 

Re n t E x p e n s e                                                                                        1   5   0 

To t a l O p e r a t i n g E x p e n s e s 

Ne t I n c o m e 
 

 
 
 

(b ) 
 

WILLIAMSHOMEDECORATING 

SERVICESTATEMENTOFOWNER' 

SEQUITYMONTHENDEDSEPTEM 

B ER 30, 201X 

 

J. Wi l l i a m s , C a p it a l, Se p t e m b e r 1, 201X     $ 2 5 0 0 

Ne t I n c o m e f o r Se p t e m b e r $ 1 4 8 5     

Le s s : W i t hdr a w a l s f or Se p t e m b e r  ( 3 0 0 )     

In c r e a s e in C a p it a l     1 1 8 5 

J. Wi l l i a m s , C a p it a l, Se p t e m b e r 30, 201X     $3 6 8 5 

 
 

 

(c ) 
 

WILLIAMSHOMEDECORATING 

SERVICEBALANCESHEET SEPT 

EM B ER 30, 201X 
 

ASSETSLIABILITIESANDOWNER'SEQUITY 
 

Ca s h $ 2    1   0 0 Li a bi l i t i e s  

Ac c o u n t s R e c e i v a b l e 1 0   5 0 Ac c o u n t s P a y a b l e $ 4 5 0 

De c o r a t i n g Eq u i p m e n t  9   8 5 
 

 
Ow n e r ' s E q u i t y 

    

    J. W illia m s , C a p it a l 3 6 8 5 

    To t a l L i a b i l i t i e s a n d     

To t a l A s s e t s $ 4 1   3 5 Ow n e r ' s E q u i t y $ 4 1 3 5 



 

Co p y r i g h t © 2016 P ear s on E duc at i on, I nc . 1 - 11



  
Ca s h + Re 

 
+20 ,0 0 10 

BA 

/2 5 

LANCE 20,00 

10 /2 7 (2,30 

BALANCE 17, 70 0 

10/28  

BALANCE 17, 70 

10 /2 9 (900 

BALANCE 16, 800 

11 /1 +1, 3 00 

BALANCE 18, 100 

11 /5 (800 

BALANCE 17, 30 

11 /8  

BALANCE 17, 300 

11 /1 0 +250 

BALANCE 17, 550 

11 / 15 (400 

BALANCE 17, 15 

11 /1 7 (160 

BALANCE 16, 990 

11 /2 0 +1, 800 

BALANCE 18, 790 

11 /2 5  

BALANCE 18, 790 

11 /2 8  

BALANCE 18, 79 

11 /3 0 (300 

ENDBAL. 18, 490 
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TANSON’SCATERINGSE 

RVICE 
 

=LIABILITIES                                      OWNER’SEQIUTY 
ASSETS                                                

+ 
 
 
 

+                                                                               +         +20 ,0     0 
c          e iv a b le + Eq u        i p m e n t =Pa             y a b l e + Ca p i t a l – Wi t h d            Re v e n u e – Ex p e n s e s         

+                    0 +                      =                         0 +           20,00 -                0                  0 -                        
0 

+                       +          +2,                                      +                       -                                           -     

+                   0  +               2,30 =                         0 +      20 ,0 0    -                0                  0 -                         0 

+                       +           +2, 0                    +2, 0      +                     -                                        - 

+                   0  +             4, 3    =               2, 0      +      20 ,0 0    -                0                  0 -                         0 
 

 +  +    (900+  -  -  

0 + 0 + 4, = 1 100 + 20 ,0 0 -                0  0 - 0 

 +  +    +  - +1, 3 -  

 + 0 + 4, = 1, + 20 ,0 0 -                0 1, 3 - 0 

 +  +    +  -  - +800 

 + 0 + 4, = 1, + 20 ,0 0 -                0 1, 30 – 800 

 + +500 +    +  - +500 -  

0 + 500 + 4, = 1 100 + 20 ,0 0 -                0 1,       – 800 

+                (250+                                                      +                     -                                        - 

 + 250 + 4, = 1, + 20 ,0 0 -                0 1, – 800 

 +  +    +  -  - +400 

 + 250 + 4, = 1, + 20 ,0 0 -                0 1, – 1, 

 +  +    +  -          +160  -  

0 + 250 + 4, = 1, 10 + 20 ,00 – 160 1, – 1, 

 +  +    +  - +1, -  

 + 250 + 4, = 1, + 20 ,0 0 -            160 3, – 1, 

 +  + +1,  +1, 20 +  -  -  

 + 250 + 5, = 2, + 20 ,00 – 160 3, – 1, 

+                       +                                            +650 +                      -                                        -                   +650 

 + 250 + 5, = 2,  + 20 ,00 – 160 3, – 1, 

 +  +     + -   - +300 

0 + 250 + 5, = 2,  + 20 ,0 0   – 160 3, – 2, 

    $24,  $24,        



2 1 5 0 

$ 1 4 5 0 

 

PROBLEM1A-5(CONTINUED) 
 

 
(b ) 

 
TANSON'SCATERINGSE 

RVICEBALANCESHEETOC 

T OB E R 31, 201X 
 

ASSETSLIABILITIESANDOWNER'SEQUITY 
 

Ca s h $ 16 8 0 0  Li a bi l i t i e s  

Eq u i p m e n t 4 3 0 0  Ac c o u n t s Pa y a b l e $ 1 1 0 0 

      Ow n e r ' s Eq u i t y     

      J. Ta n s o n , C a p it a l 20 0 0 0 

      To t a l Li a bi l i t i e s a nd     

To t a l A s s e t s $ 21 1 0 0  Ow n e r ' s E q u i t y $21 1 0 0 

 

 
 
 

(c ) 
 

 

TANSON'SCATERINGSE 

RVICEINCOMESTATEME 

N T 

MONTHENDEDNOVEMBER30, 

201X 
 

 
Re v e n u e : 

Ca t e r i n g Re v e n u e                                                                                                          $ 3      6   0   0 
 

 

Op e r a t i n g E x p e n s e s : 

Sa l a r i e s Ex p e n s e                                                                        $     8   0   0 

Te l e p h o n e E x p e n s e                                                                         4   0   0 

Re n t E x p e n s e                                                                                        6   5   0 
 

Su p p l i e s Ex p e n s e                                                                               3   0   0 

To t a l O p e r a t i n g E x p e n s e s 

Ne t I n c o m e 
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PROBLEM1-5A(CONCLU 

D ED ) (d ) 

 
 
 

TANSON'SCATERINGSERVICE 

STATEMENTOFOWNER'SEQU 

ITYMONTHENDEDNOVEMBE 

R 30, 201X

 

J . T an so n , C a p it a l No v e m b e r 1, 201X     $ 20 0 0 0 

Ne t I n c o m e f o r No v e m b e r $ 1 4 5 0     

Le s s : W i t hdr a w a l s f or No v e m b e r  (1 6 0 )     

In c r e a s e in C a p it a l     1 2 9 0 

J. Ta n s o n , C a p it a l , No v e m b e r 30, 201X     $ 21 2 9 0 

 
 

 

(e ) 
 

 
TANSON'SCATERINGSE 

RV I CE BA L A NCE S HE E T No 

v e m b e r 30, 201X 
 
 

ASSETSLIABILITIESANDOWNER'SEQUITY 
 

Ca s h $ 18 4 9 0  Li a bi l i t i e s  

Ac c o u n t s R e c e i v a b l e  2 5 0  Ac c o u n t s P a y a b l e $ 2 9 5 0 

Eq u i p m e n t 5 5 0 0  Ow n e r ' s E q u i t y     

      J. Ta n s o n , Ca p i t a l 21 2 9 0 

      To t a l L i a b i l i t i e s a n d     

To t a l A s s e t s $ 24 2 4 0  Ow n e r ' s E q u i t y $ 24 2 4 0 
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SOLUTIONSTOSETBPROBLEMS 
 

PR OB LEM 1 B- 
1 

 

 
 

MANDY’SNAILS 
P A 

 

 
Tr a n s a c t i o n As s e t s = Li a bi l i t i e s + O w ne r ’ s E qui t y 

 Ca s h St o r e Eq u i p m e 

n t 

Ac c o u n t s 

Pa y a b l e 

M. A n a b e l l e , 

Ca p i t a l 

a. +21, 000   +21, 000 

b. (3,500) +3, 500   

c.  +5, 750 +5, 750  

d. (1,000)  (1,000)  

To t a l 16,500 9,250 4,750 21,0 0 0 

 
 

PR OB LEM 1 B- 
2 

 

 
 

SEALY'SINTERNETSE 

RVICEBALANCESHEET 

NOVEMBER30,201X
 

ASSETSLIABILITIESANDOWNER'SEQUITY 
 

Ca s h $ 55 0 0 0  Li a bi l i t i e s  

Eq u i p m e n t 14 0 0 0  Ac c o u n t s P a y a b l e $ 15 5 0 0 

Bu i l d i n g 50 0 0 0       

      Ow n e r ' s E q u i t y     

      Se a l y , C a p it a l 103 5 0 0 

      To t a l L i a b i l i t i e s a n d     

To t a l A s s e t s $ 119 0 0 0  Ow n e r ' s E q u i t y $ 119 0 0 0 
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REDFUMANCOMPUTERSER 

VICE 

 
ASSETS                                       =LIABILITIE 

S + 

 

 
OWNER'S 

EQUITY



  
 
 

 
Ca s h + Re c e 

a . +10,00 

BALANCE 10,00 

 
0 

b .  

BALANCE 10,00 

c . + 200 

BALANCE 10, 200 

d .  

BALANCE 10, 200 

e . ( 500 

 
) 

BALANCE  

f . ( 120 

 

BALANCE 
 

g .  

BALANCE 9, 58 

 

h . 
 

( 900 

ENDING 
) 

BALANCE 8, 680 

 

2, + 10,00 –900 + 2, 400 – 1, 220 

600  0    

 

 + = 

2, + 2,00 = 

 

 
 
 
 

R. R . Co m p u t e r 
Ac c o u n t s Of f i c e Ac c o u n t s Fum a n , Fum a n Se r v i c e 

 
i v a b l e + Eq u i p m e n t = Pa y a b l e + Ca p i t a l – Wi t h d . + Re v e n u e – Ex p e n s e s 

0 

 

+                    0 +                      0 =                        0 +      10,00    - 0                  +                    0 -                      0 
                          0 

 

+                       +                +2,00=                  +2,00+                    -                     +                       - 
                                                                                         0                                                       0                                      

+                    0 +                 2,00 =                   2,00 +      10,00    - 0                  +                    0 -                      0 
 

+                       +                         =                           +                    -                     +            +200- 
 

+                    0 +                 2,00 =                   2,00 +      10,00    -  0                 +                200 -                       0 
0                                                       0                                       0 

+         + 2,       +                         =                           +                    -                     +             +2,200 
200                                                                                                                                                                                                                                                                          - 

+           2,        +                 2,00 =                   2,00 +      10,00    -  0                 +          2, 400 –                       0 
 

+                       +                         =                           +                    -                     +                       -                 +
 

+           2,        +                 2,00 =                   2,00 +      10,00    -  0                 +          2, 400 – 
200                                        0                                         0                             0 

500 

500

9, 700  +                        +                         =                           +                    -                     +   -                          
       +120

+           2,        +                 2,00 =                   2,00 +      10,00    -  0                 +          2, 400 – 620

 

9, 580  +                  +                         =                 +       +                    -                     +                       -                 + 

+           2,        +                 2,00 =                2,        +      10,00 –0                      +          2, 400 –                 1, 
 

0  +                                                                                +                    -+900             +                       - 
 

+ 

200                      0 
          $12 ,                    $12 ,      



PR OB LEM 1 B- 
4 (a ) 

 

WUHOMEDECORATINGSER 

VICEINCOMESTATEMENT 

MONTHENDEDJUNE30, 
201X 

 

 
Re v e n u e : 

Ho m e De c o r a t i n g Fe e s                                                                                                    $ 2    4   0   0 
 

 

Op e r a t i n g E x p e n s e s : 

Ad v e r t i s i n g E x p e n s e                                                              $      1   8   5 

Re p a i r E x p e n s e                                                                                         4   0 

Tr a ve l E x p e n s e                                                                                     1   1   0 

Su p p l i e s Ex p e n s e                                                                               1   3   5 

Re n t E x p e n s e                                                                                         3   0   0 
 

To t a l O p e r a t i n g E x p e n s e s                                                                                            7   7   0 
 

Ne t I n c o m e                                                                                                                                   $ 1    6   3   0 
 

 
 

(b ) 
 

WUHOMEDECORATINGSER 

VICESTATEMENTOFOWN 

ER'SEQUITYMONTHENDE D 

JU N E 30, 201X 
 

J. W u , C a p it a l, Ju n e 1, 201X 

Ne t i n c o m e f o r J u n e 

 

 
$1 

 

 
6 

 

 
3 

 

 
0 

$ 1 2 1 5 

Le s s : W i t hdr a w a l s f or Ju n e  ( 4 0 0 )     

In cr ease i n C ap i t al     1 2 3 0 

J. W u , C a p it a l, Ju n e 30, 201X     $ 2 4 4 5 

 

 

(c ) 
 

WUHOMEDECORATINGSER 
VICEBALANCESHEET 

JU N E 30, 201X 
 

ASSETSLIABILITIESANDOWNER'SEQUITY 
 

Ca s h $ 1 7 0 0 Li a bi l i t i e s  

Ac c o u n t s R e c e i v a b l e  6 0 0 Ac c o u n t s P a y a b l e $ 1 1 4 0 

De c o r a t i n g Eq u i p m e n t 1 2 8 5 
 

 
Ow n e r ' s E q u i t y 

    

     J. W u , C a p it a l 2 4 4 5 

      

To t a l L i a b i l i t i e s a n d 
    

To t a l A s s e t s $3 5 8 5 Ow n e r ' s E q u i t y $3 5 8 5 
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BALANCE 27, 460 

11 /3 0 ( 550 

ENDBAL. 26, 910 
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THILDORE’SCATERINGS 

ERVICE 

ASSETS                                        =LIABILITIE                                               OWNER’SEQUITY 

S + 
 

 
 
 
 

10 /2 5                              +25,0 

J. J. 

+                        Ac+    c o u n t s Ac c=o u n t s Th i l d o r+e , Th+25,ild00or e- , Ca t e r i n g +                     - 

Ca s   h + Re c e i v a b l e + Eq  u i p m e n t =  Pa y a b l e                                    + Ca p i t a l –        Wi          t h d + Re v e n  u e – Ex p e         n s   e s            
 

+                          +              +1,       =                            +                        -                         +                      -

BALANCE                        25,00       +                     0 +                1,       =                       0 +        25,        -                  0  +                0  -                        0 

10 /2 7                                 ( 1, 200    +                        +                 +       =                 +800 +                      -                       +                     - 

BALANCE                        23, 800    +                     0 +                2,       =                   800 +        25, 0     -                  0  +                0  -                        0 
10 /2 8                                                  +                          +                            =                     (400+                       -                         +                      - 

BALANCE                        23, 800    +                     0 +                2,       =                   400 +        25, 0     -                  0  +                0  -                        0 

10 /2 9                                    ( 400     
+                        +                          =                           +                      -                       +       +2, 2      - 

BALANCE                        23, 400    +                       0 +                 2,        =                     400 +         25, 0      -                    0  +          2 ,2      -                         0 

11 /1                                    +2,2         +                        +                          =                           +                      -                       +                     -                  +550 

BALANCE                        25, 600    +                     0 +                2,       =                   400 +        25, 0     -                  0  +         2, 20   –                   550 

11 /5                                       ( 550     
+                +      +                          =                           +                      -                       +          +250 - 

BALANCE                        25, 050    +                 250 +                2,       =                   400 +        25, 0     -                  0  +         2,        –                   550 

11 /8                                                     +                 ( 80 +                          =                           +                      -                       +                     - 

BALANCE                        25, 050    +                 170 +                2,       =                   400 +        25, 0     -                  0  +         2,        –                   550 

11 /1 0                                       + 80   +                        +                          =                           +                      -                       +                     -                    +50 

BALANCE                        25, 130    +                 170 +                2,       =                   400 +        25, 0     -                  0  +         2,        -                    600 

11 /1 5                                       (50)   +                        +                          =                           +                      -            +120  +                     - 

BALANCE                        25, 080    +                 170 +                2,       =                   400 +        25, 0     –              120  +         2,        –                   600 

11 /1 7                                    ( 120     +                        +                          =                           +                      -                       +       +2,         - 

BALANCE                        24, 960    +                 170 +                2,       =                   400 +        25, 0     -              120  +         4,        -                    600 

11 / 20                                 + 2, 500   +                        +              +1,       =               +1,      +                      -                       +                     - 

BALANCE                        27, 460    +                 170 +                3,       =                 1,      +        25, 0     –              120  +         4,        –                   600 

11 /2 5                                                  +                        +                          =                 +650 +                      -                       +                     -                  +650 

BALANCE                        27, 460    +                 170 +                3,       =                 2,      +        25, 0     –              120  +         4,        –                 1, 

11 /2 8                                                  +                        +                          =                           +                      -                       +                     -                  +55 
 

+                  170 +                3,        =                   2,      +         25, 0     –               120   +         4,        –                1,   

          $30,                      $30,



PROBLEM1B-5(CONTINUED) 

(b ) 

THILDORE'SCATERINGSE 
RVICEBALANCESHEETOCT 

OB E R 31, 201X 
 

 
ASSETSLIABILITIESANDOWNER'SEQUITY 

 

Ca s h $ 23 4 0 0 Li a bi l i t i e s  

Eq u i p m e n t 2 0 0 0 Ac c o u n t s P a y a b l e $ 4 0 0 

      

Ow n e r ' s Eq u i t y 

J. T hi l dor e , C a p it a l 

 

 
25 

 

 
0 

 

 
0 

 

 
0 

      

To t a l Li a bi l i t i e s a nd 
    

To t a l As s e t s $ 25 4 0 0 Ow n e r ' s E q u i t y $ 25 4 0 0 

 
 
 

(c ) 
 
 

THILDORE'SCATERINGSE 

RVICEINCOMESTATEMEN 

T 

MONTHENDEDNOVEMBER30, 

201X 
 
 

Re v e n u e : 

Ca t e r i n g Re v e n u e                                                                                                        $ 4      9   5   0 
 

 

Op e r a t i n g E x p e n s e s : 

Sa l a r i e s Ex p e n s e                                                                      $      5   5   0 

Te l e p h o n e E x p e n s e                                                                              5   0 

Re n t E x p e n s e                                                                                      6   5   0 
 

Su p p l i e s Ex p e n s e                                                                             5   5   0 
 

 

To t a l O p e r a t i n g E x p e n s e s                                                                               1       8   0   0 

Ne t I n c o m e                                                                                                                              $ 3      1   5   0 
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PROBLEM1B-5(CONCLUDED) 

(d ) 

THILDORE'SCATERINGSERV 

ICESTATEMENTOFOWNER'S 

EQUITYMONTHENDEDNOVE 

M BE R 30, 201X 
 

J . Th i l d o r e , Ca p i t a l , No v e m b e r 1, 20 1X     $ 25 0 0 0 

Ne t I n c o m e f o r No v e m b e r $ 3 1 5 0     

Le s s : W i t hdr a w a l s f or No v e m b e r  (1 2 0)     

In c r e a s e in C a p it a l     3 0 3 0 

J. Th i l d o r e , Ca p i t a l , No v e m b e r 30, 20 1X     $ 28 0 3 0 
 
 
 
 
 

(e ) 
 
 

THILDORE'SCATERINGSE 

RVICEBALANCESHEETNOV 

E M BE R 30, 201X 

 
ASSETSLIABILITIESANDOWNER'SEQUITY 

 

Ca s h $ 26 9 1 0  Li a bi l i t i e s  

Ac c o u n t s Re c e i v a b l e  1 7 0  Ac c o u n t s P a y a b l e $ 2 3 5 0 

Eq u i p m e n t 3 3 0 0  Ow n e r ' s E q u i t y     

      J. Th i l d o r e , C a p it a l 28 0 3 0 

      To t a l L i a b i l i t i e s a n d     

To t a l As s e t s $ 30 3 8 0  Ow n e r ' s E q u i t y $ 30 3 8 0 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Co p y r i g h t © 2016 P ear s on E duc at i                                                      1 -



FIN A N C IA L R EPOR T PR OB LEM SOLU T ION —2013 Kellogg’s A nnual Report 
 

 

YEAR C a s h a nd C a s h Equiv a le nts 

2013 $273 million 

2012 $281 million 

Decrease ($ 8 m illion) 

 

 
 

Cash a nd c a s h e quiv a le nts decreased $8 million fr om 2 0 1 2 to 2 0 1 3 . 
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Ca s h 
 

+$6, a . 

BALANCE 6, 

b . –1,8 

BALANCE 4, 

c. – 3, 

BALANCE 900 

d .  

BALANCE 900 

e . – 5 

BALANCE 400 

f . 
+80 

BALANCE 1, 

g . + 6 

BALANCE 1, 

h .  

BALANCE 1, 

i . +1, 8 

BALANCE 3, 60 

j. – 175 

EN D 
BALANCE 

 

 

 
 

 
SMITHCOMPUTERCENTER 

 

ASSETS                                                                         =LIABILITI                                                 OWNER'SEQUITY 

E S + 
 
 

Co m p u t e r Of f i c e Ac c o u n t s Fe l dm a n , Fe l dm a n , Se r v i c e 

+ Su p p l i e s + Sh o p Eq u i p m e n t + Eq u i p m e n t = P ay ab l e + Ca p i t a l – Wi t h d r a w a l s + Re v e n u e – 
 

 

                         +$ 6, 000               
 

 
+$1, 8 00 

                           =                                   6, 000               

+1,800                               = 
 

+$ 3, 300 

+ 6, 000

 

 

+                              1,800+               3, 300 =                   +             6, 000 
 

+$200                                                                                 +$200 
 

+200+                                                       1,800+               3, 300 =            2 0 0               6, 000 

+ 

 
 
+$ 5 00 (R e n t)

 

2 0 0 

+ 
 

   

 
+$ 800

+                    200+                             1,800+               3, 300 =           200+               6, 000                               +              800 –                   5 00 
 

                                                                                                                                                                 
         + 600      

 

+                    200+                             1,800+               3, 300 =           200+               6, 000                               +          1, 400 –                   5 00
 

$3,             
425 

                + 75                                                                                     + 7 5 ( Ut i l i t  

+                    200+                             1,800+               3, 300 =           275 +              6, 000                              +          1, 400 –                    575 
 

+1, 8 00 
 

+                    200+                             1,800+               3, 300 =           275 +              6, 000                              +          3, 200 –                    575 

+1 75 
 

+              $200                                 $1,800+                $3,300=        $275+             $6, 000 –                   $175+      $3,200–                     $ 575 



              +  



O
N
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E
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B
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$8,725 
           $8,725=      



SMITHCOMPUTERCE 

NTERINCOMESTATE 

MENT 

FORTHEMONTHENDEDJULY31, 

201X 
 

 
      Re v e n u e :   

Se r v i c e R e v e n u e                                                                                                                     $ 3    2   0   0    00 
 

 

Op e r a t i n g E x p e n s e s : 

Re n t E x p e n s e                                                                                      $      5   0   0    00 
 

Ut i l i t i e s Ex p e n s e                                                                                            7   5    00 
 

To t a l O p e r a t i n g E x p e n s e s                                                                                                       5   7   5    00 
 

      Ne t I n c o m e                                                                                                                                 $ 2    6   2   5    00 
 
 
 
 

 
SMITHCOMPUTERCENTE 

RSTATEMENTOFOWNER'S 

EQUITYFORMONTHENDED 

JULY31,201X 
 

T. F el d m an , C a p it a l, J u ly 1 , 2 0 1X      $   0 00 

In v e s t m e n t f o r J u ly      6 0 0 0 00 

To t a l i n ve s t m e n t f o r J u l y      6 0 0 0 00 

Ne t I n c o m e f o r J u l y $ 2 6 2 5 00      

Le s s : W i t hdr a w a l s f or J ul y  (1 7 5 00)      

In c r e a s e in C a p it a l      $ 2 4 5 0 00 

T. Fe l dm a n , C a p it a l, J u ly 3 1 , 2 0 1X      $ 8 4 5 0 00 

 
 
 
 
 

 

SMITHCOMPUTERCE 

NTERBALANCESHEET 

JULY31,201X 
 

 
ASSETSLIABILITIESANDOWNER'SEQUITY 

 

Ca s h $3 4 2 5 00 Li a bi l i t i e s :  

Su p p l i e s  2 0 0 00 Ac c o u n t s P a y a b l e $ 2 7 5 00 

Co m p u t e r S h o p E q u i p m e 1 8 0 0 00       

Of f i c e E q u i p m e n t 3 3 0 0 00 Ow n e r ’ s E q u i t y      

      T. Fe l dm a n , C a p it a l 8 4 5 0 00 

      To t a l L i a b i l i t i e s a n d      

To t a l A s s e t s $8 7 2 5 00 Ow n e r ' s E q u i t y $8 7 2 5 00 



 


