Chapter 1 & 2 Homework Solutions
[bookmark: _GoBack]
AP1-5A
  	a.	CL
	b. SI
	c. CL
	d. NCA
	e. CA
	f.  SI  
	g. SCF
	h. SI 
	i.  SC
	j.  CA
	k. NCL

LO 5  BT: AP  Difficulty: M Time: 10 min.  AACSB: None  CPA: cpa-t001  CM: Reporting

AP1-6A	a. NCA
	b. SI
	c. SCF
	d. SI
	e. RE and SCE
	f.  SI
	g. SCE and SCF
	h. SCF 
	i.  SI
	j.  NCA
	k. SCE and SCF

LO 5  BT: AP  Difficulty: H Time: 15 min.  AACSB: None  CPA: cpa-t001  CM: Reporting

AP2-4A
		Account		  Increase/Decrease
a. Cash (A)	 	Increase
    Common Shares (SE)	 	Increase*
         b. Cash (A)	 	Increase
    	Bank Loan Payable (L)		Increase
c. Equipment (A)	 	Increase
	Accounts Payable (L)	 	Increase
d. Inventory (A)	 	Increase
	Cash (A)	 	Decrease
	Accounts Payable (L)	 	Increase
e. 	Accounts Receivable (A)	 	Increase
	Sales Revenue (SE)	 	Increase*
	Cost of Goods Sold (SE)	 	Increase**
	Inventory (A)	 	Decrease
f.	Accounts Payable (L)		Decrease
	Cash (A)		Decrease
g. 	Cash (A)	 	Increase
  	Accounts Receivable (A)	 	Decrease
         h.	Supplies (A)		Increase
	Cash (A)		Decrease
i.	Dividends Declared (SE)	 	Increase**
	Cash (A)	 	Decrease
j.	Interest Expense (SE)		Increase**
	Interest Payable (L)		Increase
k.	Accounts Payable (L)		Decrease
	Cash (A)		Decrease
l.	Supplies Expense (SE)		Increase**
	Supplies (A)		Decrease

[bookmark: _Hlk494527844]*  Increase in Shareholders’ Equity
** Decrease in Shareholders’ Equity

	LO 5  BT: AP  Difficulty: M  Time: 20 min.  AACSB: None  CPA: cpa-t001  CM: Reporting

AP2-7A


	Trans-
action
	(i) Effect on Net Earnings
	(ii)  Effect on cash flows

	a.
	No effect
	Increase of $60,000

	b.
	No effect
	No effect

	c.
	No effect
	Decrease of $500

	d.
	Increase of $200 (Sales of $500 less Cost of goods sold of $300)
	No effect (sold on account, inventory already owned)

	e.
	No effect
	Decrease of $10,000

	f.
	No effect
	Decrease of $1,000

	g.
	Decrease of $300 
(Supplies expense)
	No effect

	h.
	No effect
	Increase of $700

	i.
	No effect
	No effect

	j.
	No effect
	Decrease of $2,000

	k.
	Decrease of $500 (Depreciation expense)
	No effect



LO 5  BT: AP  Difficulty: M  Time: 20 min.  AACSB: None  CPA: cpa-t001  CM: Reporting

AP2-9A

	
	Assets
	Liabilities
	S/H Equity
	 

	Date     Jan
	Cash
	A/R
	Inv.
	Equip.
	A/P
	Wages Payable
	Loan Payable
	Common Shares
	R/E
	Rev/Exp/
DD

	1a.
	75,000 
	 
	 
	 
	 
	 
	
	75,000
	 
	 

	1b.
	60,000 
	 
	 
	 
	 
	 
	60,000
	
	 
	 

	1c.
	(10,000)
	 
	
	10,000
	
	 
	 
	 
	 
	 

	d.
	
	 
	87,500
	
	87,500
	 
	 
	 
	 
	 

	e.
	17,500
	130,000
	 
	 
	 
	 
	 
	 
	147,500
	Rev

	f.
	 
	 
	(85,000)
	 
	 
	 
	 
	 
	(85,000)
	Exp

	g.
	(73,000)
	 
	 
	 
	(73,000)
	 
	 
	 
	 
	 

	h. 
	116,000
	(116,000)
	 
	 
	 
	 
	 
	 
	 
	 

	i.
	(47,200)
	
	
	 
	 
	1,200
	 
	 
	(48,400)
	Exp

	j.
	(3,600)*
	 
	
	
	 
	 
	 
	 
	(3,600)
	Exp

	k.
	(1,000)
	 
	 
	 
	
	
	 
	 
	(1,000)
	DD

	l.
	 
	 
	 
	(1,500)**
	
	
	 
	 
	(1,500) 
	Exp 


 * 60,000 x 6% = 3,600 Interest expense		**(10,000 -1,000)/6 = 1,500 Depreciation expense

LO 5  BT: AP  Difficulty: M  Time: 20 min.  AACSB: None  CPA: cpa-t001  CM: Reporting

AP2-13A

	a.				
The Wizard’s Corner
Statement of Income
For the year ended June 30, 2020

	Sales revenue	$190,000

	Less expenses:
	Cost of goods sold               $103,000
	Wages expense	36,000
	Rent expense	12,000
	Advertising expense	 6,000
	Depreciation expense	     2,000
	Total expenses	159,000
	
	Net income	$ 31,000

b.  	

	Retained earnings at July 1, 2019	$21,000
	Plus:  Net income	31,000
	Less: dividends declared  	      3,000
		
Retained earnings at June 30, 2020	 $49,000


AP8-13A  (Continued)

c.
The Wizard’s Corner 
Statement of Financial Position
As at June 30, 2020

	ASSETS
	Current assets
	Cash	$  40,000
	Accounts receivable	15,000
	Inventory	  28,000
	Prepaid rent	    1,000
			84,000
	Non-current assets
		Equipment   	                             11,000
				
	Total Assets	$ 95,000

	LIABILITIES & SHAREHOLDERS’ EQUITY
	Current liabilities
	Accounts payable	$11,000
	Wages payable     	     2,000
		  13,000
              
	Total liabilities	13,000
	Shareholders’ equity
	Common shares	  33,000
	Retained earnings	     49,000
	Total Shareholders’ Equity	   82,000

	Total Liabilities and Shareholders’ 
	    Equity	$ 95,000


LO 6  BT: AP  Difficulty: M  Time: 45 min.  AACSB: None  CPA: cpa-t001  CM: Reporting

