BRIEF EXERCISE 1-5


(a)	Total assets	=	Total liabilities + Shareholders’ equity
		=	$55,000 + $120,000
		=	$175,000

(b)	Total assets	=	Total liabilities + Shareholders’ equity (share capital + retained earnings)
		=	$170,000 + ($100,000 + $90,000)
		=	$360,000

(c)	Total liabilities	=	Total assets – Shareholders’ equity (share capital + retained earnings)
		=	$150,000 – ($50,000 + $25,000)
		=	$75,000

(d)	Shareholders’ equity	=	Total assets – Total liabilities
		=	$500,000 – ($500,000 ÷ 2)
		=	$250,000
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(a)	IS
(b)	SFP
(c)	SCE
(d)	SCF
(e)	SFP
(f)	SCF
(g)	IS
(h)	SCE
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(a)	A
(b)	L
(c)	A
(d)	A
(e)	SE
(f)	L
(g)	SE
(h)	A




EXERCISE 1-2

	
	
	Proprietorship
	Partnership
	Public Corporation
	Private Corporation

	1.
	No personal liability
	F
	F
	T
	T

	2.
	Owner(s) pay(s) personal income tax on company profits
	T
	T
	F
	F

	3.
	Generally easiest form of organization to raise capital
	F
	F
	T
	F

	4.
	Ownership indicated by shares
	F
	F
	T
	T

	5.
	Required to issue quarterly financial statements
	F
	F
	T
	F

	6.
	Owned by one person
	T
	F
	F
	F

	7.
	Limited life
	T
	T
	F
	F

	8.
	Usually easiest form of organization to set up
	T
	F
	F
	F

	9.
	Requires the use of IFRS as its accounting standards
	F
	F
	T
	F

	10.
	Shares are closely held
	F
	F
	F
	T




EXERCISE 1-3

	1.
	
	O

	2.
	
	I

	3.
	
	O

	4.
	
	F

	5.
	
	F

	6.
	
	F

	7.
	
	O

	8.
	
	O

	9.
	
	O

	10.
	
	F




EXERCISE 1-7

[1] 	Total revenues – Profit = Total expenses
	$1,000,000 – $150,000 = $850,000

[2]	Common shares, end of year $100,000 = Beginning balance of common shares + Issue of shares of $100,000

[3]	$150,000 equal to profit given above

[4]	Beginning balance of retained earnings plus profit less dividends = Ending balance of retained earnings.
	$0 + $150,000 – Dividends = $100,000
	Dividends = $50,000	
	
[5]	Beginning balance in shareholders' equity + Issue of shares + Profit – Dividends = Ending balance in shareholders’ equity
	$0 + $100,000 + $150,000 – $50,000 = $200,000
	
[6]	Total Assets – Total liabilities = Shareholders’ equity
	$1,050,000 – $850,000 = $200,000 or [5] above

[7]	Total revenues – Total expenses = Profit
	Total revenues – $250,000 = $50,000
	Total revenues = $300,000

[8]	Beginning balance of common shares + Issue of shares = Common shares, end of year
	$0 + Issue of shares = $20,000
	Issue of shares = $20,000

[9]	$50,000 equal to profit given above

[10]	Common shares, end of year + Retained Earnings, end of year	
	$20,000 + $40,000 = $60,000
	
[11]	Liabilities + Shareholders’ equity = Total assets
	$150,000 + $60,000 (from [10]) = $210,000

[12]	$60,000 (from [10]) or $210,000 (from [11]) − $150,000 total liabilities = $60,000 total shareholders’ equity

