Financial Accounting
Lmx 124 4:30 

Exercise 2-1 solutions (Definitions)
Accounts payable and accrued liabilities (paid in next 12 months so recorded as current liabilities) permanent
Accounts receivable (money that the client owes you within 12 months so considered current asset) permanent
Accumulated depreciation(buy machines, buildings bring benefits and cost for this is paid over time and over time this money is… depreciate? (review)  Long term asset. permanent
Buildings and leasehold improvements (renovations in rents) benefits over long period of time so long term asset, permanent account
Common shares ( ownership of company, issue to people who want them (shareholders) so common shares part of equity. Shareholder equity account. Permanent.
Current maturities of long term debt capital portion of these payments over time will offset the amount that you owe so the payments that you make on long term debt over 12 months so current liabilities,permanent account
Dividends payable – shareholders payment, allocation of retained earnings distributed to shareholders, will have to pay within short period of time( probably date already declared to be paid) recorded against shareholders equity. If you declare them they will offset shareholders equity and will have debit balance because reduction of shareholders equity (current balance all the time) 
Goodwill- asset for the company and will generate benefit over long period of time so long time asset, and permanent account
Income and other taxes payable- current liability (money owed to govt ex) permanent account
Income and other taxes receivable- govt owe you $$, if taxes paid in advance called installments, didn’t make as much profit as expected so govt will owe you $$ so asset for company and permanent account
Inventories- asset but sell in short period of time so current asset and permanent account
Investments-either current asset or long term asset
[bookmark: _GoBack]Land- long term asset and permanent account, rolling stocks/building/ create benefit but we will use the benefit so we have accumulated depreciation (depreciation of value) never depreciation of value in land should never lose value . building may lose value but land may not. 
Longterm debt-long term liability and permanent account
Other long term libailities- long term liability, permanent
Prepaid expenses- rent, insurance,taxes but benefits within 12 months so current asset and permanent account
Spectrum licenses (to use public frequencies)- for long period of time usually so long term asset and permanent account


Temporary account: revenues, expenses, dividends declares/paid temporary account… bring them back to zero but they will accumulate
First year of operations and record all sales/expenses but year next, you want to start from 0, those are temporary accounts, at end of period, bring back to 0. Assets, liability, and the share capital, those would be permanent account so they’re not brought back to zero so you start the zero with previous year’s account

Exercise 2-2
Big rock brewery
Statement of finanical position (partial)
Date
( in thousands)

Assets


Current assets
Cash 						 $---
Accounts receivable 				$---
Inventories 					$----
Prepaid expenses and other 			____
	Total current assets				$----

Property, plant, and equipment
Land							$2516
Buildings					$11879
Less: accumulated amortiziation  		3304	$8575
Furtniture and fixtures				$2328
Less: accumulated amortization		1818	$8575
Total assets 					(sum of values) 

Buildings – accumulated amortization (underlined number) equals new amortized value
Amortized=  depreciated value

Saputonic
statement of financial position
Date
(in thousands)
Liabilities and shareholders’ equity
Current liabilities
Accounts payable and accured liabilities(incl. salaries but not passed due)	$
Income taxes payable 				---
Future income taxes payable		---
Bank loans payable 			____
	Total current liabilities		$ ( above values – underlined value)

Non-current liabilities
Long-term debt			$
Future income taxes payable		--
Other long-term liabilities 		__
	Total non-current liabilities		___
		Total (current + non-current) liabilities		$

Shareholders’ equity
Common share(could be other ones/ share capital)		$
Retained earnings		$
Other reductions in shareholders’ equity ___
	Totalshareholders’ equity ____
Total liabilities and shareholders’ equity			_
Retained earnings beginning plus net profit of the period (revenue-expenses)- dividends declined = retained earnings

Batra corporation
Income statement
Year ended (date)

Revenues
Commission revenue			$$
Rent revenue				__
		Total revenues			---

Expenses
	Salaries expenses			$
	Rent expense
Depreciation expense
Utilieis expense
Interest expense (NOT interest payable)
Supplies expense 			 __
		Total expenses 			__

Profit before income tax			$$
Income tax expense 				__
Profit  						$__


Statement of changes inequity
Year ended (date

			Common	retained
			Shares		earnings	total equity
Balance, (date)	$		$		$
Issued common shares$				$	
Profit					--		--
Dividends		___		__		__
Balance (date)		$__		$__		$__


(prepare income statement, changes in equity, changes in financial position)


Income statement
Revenue
Expenses
Net Profit Before Income Tax
IncomeTax
Net Profit

Difference between revenue and asset and liabilities and expenses

Dividends always increase
Retained profit (if increase, it increase, if decrease, it decreases)
Shares ( issue share, increase for you,if retain share, decrease)…????


Acc depp (accumulated depreciation)

Item			category

Acocunts revable		current assets
Accumulated depreciation-aircraft	ppe
Acc dep buildings	ppe
Acc dep ground property and dquipment		ppe
Acc dep leasehold improve	ppe
Acc dep spare engines and parts	ppe
Aircraft	ppe
Buildings[		ppe
Cash	current asset
Ground property and equipment ppe
Inventory 		current asset
Intangible asset	intangible assets (long temr asset)
Leasehold improvements		ppe
Other asset		other assets

Prepaid expenses deposits and other		current asset
Spare engine and parts		ppe
· If selling planes, then this is inventory and not ppe

(name)
(income statement)
Year ended (date)

Revenue
	Service revenue $$
Interest revnue __
	Total revnue		$$


Expenses (salary but not payable (if payable, liabilitiy))			$$
Depreciation  (not accumulated)
Repair nad maintencane
Insurance (expense not accumulated or payable)
Utililities
Interest (prepaid interest is current assense)
Supplies (if not used, current asset, if used is expense)		____
	Total expenses								___


Profit before income tax$
Income tax expense ___ (if there is a loss, then can take tax from before (prepaid) so income tax recovery)
Profit $___
	
Dividend payable (liabilitiy) if declared (go down), if no profit, then loss
Example:
Rev 		$100000
Expenses	$150000
Loss before income tax 	(50000)
Income tax recovery 10000
Net loss 	$(40000) (double underlined)


If says “payable” then it’s a liability

(in millions)			le chateau		h&m
Working capital		$$-$$			$$-$$







	


