Chapter 2 

Transaction Analysis
 (10 min.)  S 2-5
	Journal

	DATE
	ACCOUNT TITLES AND EXPLANATION
	DEBIT
	CREDIT

	
	
	
	
	

	June
	15
	Cash

	25,000
	

	
	
	
Note Payable

	
	25,000

	
	
	Borrowed money from the bank.
	
	

	
	
	
	
	

	
	22
	Accounts Receivable

	9,000
	

	
	
	
Service Revenue

	
	9,000

	
	
	Delivered portrait to be paid on account.

	
	
	
	
	

	
	28
	Cash

	5,000
	

	
	
	
Accounts Receivable

	
	5,000

	
	
	Received cash on account.
	
	

	
	
	
	
	

	
	29
	Utilities Expense

	600
	

	
	
	
Accounts Payable

	
	600

	
	
	Received utility bill.
	
	

	
	
	
	
	

	
	30
	Salary Expense

	2,500
	

	
	
	
Cash

	
	2,500

	
	
	Paid salary.
	
	

	
	
	
	
	


(10-15 min.)  S 2-7
Req. 1

	Journal

	DATE
	ACCOUNT TITLES AND EXPLANATION
	DEBIT
	CREDIT

	
	
	
	
	

	
	
	Accounts Receivable

	500
	

	
	
	
Service Revenue

	
	500

	
	
	Performed service on account.
	
	

	
	
	
	
	

	
	
	Cash

	100
	

	
	
	
Accounts Receivable

	
	100

	
	
	Received cash on account.
	
	


Req. 2

	   Cash
	
	Accounts Receivable
	
	Service Revenue

	
	100
	
	
	
	
	500
	
	100
	
	
	
	
	500

	Bal.
	100
	
	
	
	Bal.
	400
	
	
	
	
	
	Bal.
	500


Req. 3

a.
The Centre earned
$500:
Service Revenue

b.
Total assets


$500:
Cash…………………..
 $100













Accounts receivable.   400












Total assets………….
 $500

(10 min.)  S 2-8
	lululemon athletica inc.

	Trial Balance

	December 31, 2011

	ACCOUNT
	DEBIT
	CREDIT

	
	     (Millions)

	Cash & other current assets
	$  53
	

	Other assets

	101
	

	Accounts payable

	
	$  5

	Other liabilities

	
	38

	Shareholders’ equity

	
	80

	Revenues

	
	275

	Expenses

	  244
	___

	Total

	$398
	$398


lululemon’s net income:
 $31 million ($275 – $244)

 (10-20 min.)  E 2-18
Req. 1 (journal entries)

	Journal

	DATE
	ACCOUNT TITLES AND EXPLANATION
	DEBIT
	CREDIT

	
	
	
	
	

	Oct.
	  1
	Cash

	25,000
	

	
	
	
Common Shares

	
	25,000

	
	
	Issued common shares to owner.
	
	

	
	
	
	
	

	
	  2
	Office Supplies

	800
	

	
	
	
Accounts Payable

	
	800

	
	
	Purchased office supplies on account.
	
	

	
	
	
	
	

	
	  4
	Land

	20,000
	

	
	
	
Cash

	
	20,000

	
	
	Paid cash for land.
	
	

	
	
	
	
	

	
	  6
	Cash

	5,000
	

	
	
	
Service Revenue

	
	5,000

	
	
	Performed services for cash.
	
	

	
	
	
	
	

	
	  9
	Accounts Payable

	100
	

	
	
	
Cash

	
	100

	
	
	Paid cash on account.
	
	

	
	
	
	
	

	
	17
	Accounts Receivable

	1,500
	

	
	
	
Service Revenue

	
	1,500

	
	
	Performed service on account.
	
	

	
	
	
	
	

	
	23
	Cash

	1,000
	

	
	
	
Accounts Receivable

	
	1,000

	
	
	Received cash on account.
	
	

	
	
	
	
	

	
	31
	Salary Expense

	1,000
	

	
	
	Rent Expense

	500
	

	
	
	
Cash

	
	1,500

	
	
	Paid cash expenses.
	
	


(20-30 min.)  E 2-19
Req. 1

	Cash
	
	Accounts Receivable

	Oct.    1
	25,000
	Oct.  4
	20,000
	
	Oct.  17
	1,500
	Oct.  23
	1,000

	6

23
	5,000

1,000
	9

31
	100

1,500
	
	Oct.  31
	500
	
	

	
	
	
	
	
	
	
	
	

	Oct. 31
	9,400
	
	
	
	
	
	
	


	Office Supplies
	
	Land

	Oct.   2
	800
	
	
	
	Oct.    4
	20,000
	
	

	Oct. 31
	800
	
	
	
	Oct.  31
	20,000
	
	


	Accounts Payable
	
	Common Shares

	Oct.   9
	100
	Oct.    2
	800
	
	
	
	Oct.    1
	25,000

	
	
	Oct.  31
	700
	
	
	
	Oct.  31
	25,000


	Service Revenue
	
	Salary Expense

	
	
	Oct.     6
	5,000
	
	Oct.  31
	1,000
	
	

	
	
	17
	1,500
	
	Oct.  31
	1,000
	
	

	
	
	Oct.   31
	6,500
	
	
	
	
	


	Rent Expense
	
	

	Oct.  31
	500
	
	
	
	
	
	
	

	Oct.  31
	500
	
	
	
	
	
	
	


(continued)  E 2-19
Req. 2

	Perfect Printers, Inc.

	Trial Balance

	October 31, 2011

	ACCOUNT
	DEBIT
	CREDIT

	Cash

	$  9,400
	

	Accounts receivable

	500
	

	Office supplies

	800
	

	Land

	20,000
	

	Accounts payable

	
	$     700

	Common shares

	
	25,000

	Service revenue

	
	6,500   

	Salary expense

	1,000
	

	Rent expense

	       500
	




	Total

	$32,200
	$32,200


Req. 3

Total assets ($9,400 + $500 + $800 + $20,000)…..
$30,700

Total liabilities…………………………………………
      (700)
Total shareholders’ equity ($25,000 + $6,500 


– $1,000 – $500)……
$30,000

(10-20 min.)  E 2-21
Req. 1

	Victoria Garden Care Ltd.

	Trial Balance

	Sept. 30, 2011

	ACCOUNT
	DEBIT
	CREDIT

	Cash

	$  9,000
	

	Accounts receivable

	17,500
	

	Equipment

	29,000
	

	Accounts payable

	
	 $  4,300

	Note payable

	
	  13,000

	Common shares

	
	  8,500   

	Retained earnings

	
	    21,400

	Dividends

	6,000
	

	Service revenue

	
	   24,000

	Salary expense

	8,000
	

	Utilities expense

	1,400
	

	Delivery expense

	       300
	             

	Total

	$71,200
	 $71,200


(continued)  E 2-21
Req. 2

	Victoria Garden Care Ltd.

	Income Statement

	For the Month Ended Sept. 30, 2011

	Service revenue

	
	$24,000

	Salary expense

	$8,000
	

	Utilities expense

	1,400
	

	Delivery expense

	     300
	

	Total expenses

	
	    9,700

	Net income

	
	$14,300


(20-30 min.)  E 2-27
Req. 1

	You Build Inc.

	Trial Balance

	December 31, 2011

	
	
	

	Cash

	$  3,900
	

	Accounts receivable

	7,200
	

	Land

	34,000
	

	Accounts payable

	
	$  5,800

	Note payable

	
	5,000

	Common shares

	
	20,000

	Retained earnings

	
	7,300

	Service revenue

	
	9,100

	Salary expense

	3,400
	

	Advertising expense

	       900
	_______

	Totals

	$49,400
	$47,200




                                                                    Out of balance

                                                                         by $2,200

The correct balance of Accounts Receivable is $5,000
($7,200 – $2,200). After this correction, total debits will be $47,200 ($49,400 – $2,200), the same as total credits.

(continued)  E 2-27
Req. 2

	You Build Inc.

	Trial Balance

	December 31, 2011

	
	
	

	Cash ($3,900 – $1,400)

	$    2,500
	

	Accounts receivable 
	
	

	
($7,200 – $2,200 + $10,000)

	15,000
	

	Land ($34,000 + $60,000)

	94,000
	

	Accounts payable ($5,800 + $1,000)

	
	$    6,800

	Note payable ($5,000 + $60,000)

	
	65,000

	Common shares

	
	20,000

	Retained earnings

	
	7,300

	Service revenue ($9,100 + $10,000)

	
	19,100

	Salary expense ($3,400 + $1,400)

	4,800
	

	Advertising expense ($900 + $1,000)

	      1,900
	                

	Totals

	$118,200
	$118,200


Req. 3

a.
Total assets = $111,500 ($2,500 + $15,000 + $94,000)

b.
Total liabilities = $71,800 ($6,800 + $65,000)

c.
Net income = $12,400 ($19,100 – $4,800 – $1,900)

(40-50 min.)  P 2-55A
Reqs. 1 and 2

	Cash
	
	Accounts Receivable

	(a)
	10,000
	(c)
	60,000
	
	(g)
	4,500
	(j)
	3,100

	(b)
	50,000
	(e)
	1,500
	
	Bal.
	1,400
	
	

	(f)
	800
	(h)
	100
	
	
	
	
	

	(j)
	3,100
	(k)
	1,800
	
	
	
	
	

	Bal.
	500
	
	
	
	
	
	
	


	Office Supplies
	
	Music Equipment

	(d)
	1,000
	
	
	
	(c)
	60,000
	
	

	Bal.          
	1,000
	
	
	
	Bal.
	60,000
	
	


	Building
	
	Accounts Payable

	(a)
	50,000
	
	
	
	(h)
	100
	(d)
	1,000

	Bal.          
	50,000
	 
	
	
	
	
	(i)
	600

	
	
	
	
	
	
	
	Bal.
	1,500


	Note Payable
	
	Common Shares

	
	
	(b)
	50,000
	
	
	
	(a)
	60,000

	
	
	Bal.
	50,000
	
	
	
	Bal.
	60,000


	
	
	Service Revenue

	
	
	
	
	
	
	
	(f)
	800

	
	
	
	
	
	
	
	(g)
	4,500

	
	
	
	
	
	
	
	Bal.
	5,300


(continued)  P 2-55A
	Salary Expense
	
	Rent Expense

	(e)
	1,500
	
	
	
	(k)
	1,000
	
	

	Bal.          
	1,500
	
	
	
	Bal.
	1,000
	
	


	Advertising Expense
	
	Utilities Expense

	(k)
	800
	
	
	
	(i)
	600
	
	

	Bal.          
	800
	
	
	
	Bal.
	600
	
	


(continued)  P 2-55A
Req. 3

	Music Services Ltd.

	Trial Balance

	January 31, 2011

	ACCOUNT
	DEBIT
	CREDIT

	Cash

	$       500
	

	Accounts receivable

	1,400
	

	Office supplies

	1,000
	

	Music equipment

	60,000
	

	Building

	50,000
	

	Accounts payable

	
	$     1,500

	Note payable

	
	50,000

	Common shares

	
	60,000

	Service revenue

	
	5,300

	Salary expense

	1,500
	

	Rent expense

	1,000
	

	Advertising expense

	800
	

	Utilities expense

	          600
	                 

	Total

	$116,800
	$116,800


Req. 4

Total assets

=
$112,900 ($500 + $1,400 + $1,000 + $60,000 









+ $50,000)

Total liabilities
=
$51,500 ($1,500 + $50,000)

Net income



=
$1,400 ($5,300 – $1,500 – $1,000 – $800










– $600)

The bank manager’s concerns are answered by the above information.
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