Accounting Equation In Class Assignments Sole Proprietor Wild 22e
QS 1-8
Applying the accounting equation A1
1. Use the accounting equation to compute the missing financial statement amounts (a), (b), and (c).
[image: http://textflow.mheducation.com/figures/0077632877/ch01-img17fe.png]
1. Use the expanded accounting equation to compute the missing financial statement amounts (a) and (b).
[image: The image shows two accounting equations and some missing financial statement amounts marked as (a), (b) and (c) in the blanks.]
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Balance Sheet Balance Sheet

Have

=

Owe

+

Own Revenue

Asset

=

Liabilities

+

Equity Expenses

Acct Amount Acct Amount Acct Amount Financial Stmt    Rent Exp

   Salary Exp 

(a) Young invested cash in the business bank account $15,000

   Util Exp

Net Income

(b)  Paid rent for September  $300

(c) Bought a used truck for cash $8,000

Beginning Capital

(d) Purchased tools on account from Crafty Tools $3,000

New Capital

Net Income

(e) Paid electricity bill $50 (Utilities)

   Subtotal

Withdrawals

(f) Paid two-year premium for liability insurance on truck $600

Ending Capital

(g) Received cash from clients for services performed $2,000

Balance Sheet

(h) Paid part-time assistant (wages) for first half of month $200 

Assets

Cash

(i) Performed inspection services for clients on account $1,000 

Accounts Receivable

Supplies

(j) Paid telephone bill $35 (Utilities)

Prepaid Insurance

Truck

(k) Bought office supplies  $300. Paid $100 cash 

Tools

           and will pay the balance next month of $200

   Total Assets

(l) Received cash for inspections performed on account $300

Liabilities

(m) Paid part-time assistant (wages) for last half of month $250

Accounts Payable

Owner's Equity

(n) Made partial payment on tools bought in (d) $1,000

Owner's Capital

   Total Liab and OE

(o) Earned additional revenues amounting to $2,000 

            $1,400 in cash and $600 on account.

(p) Young withdrew cash for personal expenses $500

Income Statement

Statement of Owner's Equity
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Balance Sheet Balance Sheet Financial Stmt

Have

=

Owe

+

Own Consulting Rev

Asset

=

Liabilities

+

Equity Rent Rev

Acct Acct Acct Expenses

   Rent Exp

1 Owner invests in business $30,000    Salary Exp 

Net Income

2 Purchase of supplies - future benefits $2,500

3 Purchase equipment for cash $26,000 Beginning Capital

Investments by Owner

Net Income

4 Purchase supplies on credit $7,100    Subtotal

Withdrawals

5 Provide services for cash $4,200 Ending RE

6 Pay rent in cash $1,000

7 Pay salaries in cash $700

Assets

8 Provides services for credit $1,600 Cash

 and rental $300 for credit Accounts Receivable

Supplies

9 Received cash on Accounts Receivable $1,900 Equipment

   Total Assets

10Payment on Accounts Payable $90 Liabilities

Accounts Payable

11Withdrawal of cash by owner $200 Owner's Equity

Owner's Capital

   Total Liab and OE

Income Statement

Statement of Owner's Equity

Balance Sheet
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First month of operations for new business Balance Sheet Balance Sheet

Have

=

Owe

+

Own

Asset

=

Liabilities

+

Equity Revenue

Account Amount Account Amount Account Amount Financial Stmt Expenses

   Rent Exp

1 Owner invests cash $3,000 and equip $15,000 in business    Salary Exp

Net Income

2 Purchased supplies $600 with cash

Beginning Capital

3 Paid facility monthly rent $500 Current Capital

Net Income

4 Purchased equipment $1,200; long-term note payable    Subtotal

Withdrawals

5 Services rendered for cash $825 Ending Capital

6 Services rendered on account $100

7 Cash recived for services on account $100

Assets

Cash

8 Paid assistant's salary $125 Supplies

Equipment

9 Services rendered for cash $930    Total Assets

10 Paid on equipment installment note $400 Liabilities

Long-Term Note

11   Owner withdrew cash $900

Owner's Equity

Capital

   Total Liab and OE

Income Statement

Statement of Owner's Equity

Balance Sheet


