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revenue How is owner's equity affected when cash is received from |
sale on account sales?
ccount? L
withdrawals account: |
3. How is owner's equity affected when cash is paid for expenses?

ORK
TOGETHER

Determining how transactions change an accounting equation

expense 2. How is owner’s equity affected when services are sold on | l
|
|

write the answers o the following problem in the Working Papers. Your instructor will guide you
through the following example.

4. Place a plus (+) in the appropriate column if the account is increased. Place a minus (~) in the i
appropriate column if the account is decreased. i

| Assets ~Labiltios 5 Ownar's Equty !
Trans. Accts. Rec Propaid _ Accts. Pay. Susan Sanders, |
No. Cash  + Bowman Co. * Supplies + Insurance ~ Maxwell Co. * Capital
[ [
_ I I !
Tramsactions:

2. Sold services on account to Bowman Company. 4. Received cash on account from Bowman Company.

|
1. Received cash from sales 3. Paid cash for telephone bill |

N YOUR |
own !

Determining how transactions change an accounting equation |

Wite the answers to the following problem in the Working Papers. Work this problem independently.

S+ Placea plus (+) in the appropriate column if the account is increased. Place a minus () in the
appropriate column if the account is decreased.

Assets = Lisbilities + Owner's Equity
Trans. Accts. Rec.— Propaid _ Accts. Pay.—  Sue Marist, i
No. Cash 4 Oleary Co, + Supplies +  PrePd Barrett Co. *  Capital
) ‘ —
Transactons:
1. Sold services on account fo O'lLeary Company. 3. Received cash from soles !
2. Paid cash fo owner for personal use. 4. Received cosh on account from O'Leary Company. |

CHAPTER 2 Starting a Proprietorship: Changes That Affect Owners Equity 29
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2_’ APPLICATION PROBLEM

Determining how revenue, expense, and withdrawal transactions change an
accounting equation

Peter Smith operates a service business called Pefer's Service Company. Pefer’s Service Company uses the
ccounts shown in the following accounting equation. Use the form in your Working Papers fo complete
this problem

Assets = Li

ies_+ Owner's Equity

Propaid _ Accts.Pay.— _ Peter Smith,

Insurance = Kiine Co. Capital

375 300 200 1100
300 (expanse)

325 —o— 375 ‘ 300 200 800

Trans.
No.

™+ Supplies +

New Bal

" Bog. Bal. ‘ e

Transactions:
Paid cash for rent, $300.00.

Paid cash to owner for personal use, $150.00.
Received cash from sales, $800.00.-

Paid cash for equipment repairs, $100.00,
Sold services on account o Lisa Lee, $400.00, |
Received cash from sales, $650.00. ~

Paid cash for charitable contributions, $35.00.

Received cash on account from Lisa Lee, $300.00.

PN G AWM~

Instructions:
For each iansacton, complee he following. Transaciion 1 s given as an example |
a. Anclyze the transaction fo determine which accounts in the accounfing equaion are offected
b, Write the amount in the appropriate columns, using a plus (+) if the account increases or @ minus
(=) ifthe account decreases.
. For ransactions that change owner’ equiy, write in parentheses a description of the fransaction o
the right of the amoun. |
Colculate the new balance for each account in the accounting equlion.
e.. Bofore going on fo the next fransacion,
defermine thot the accounting equa-
tion i sl in balance
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APPLICATION PROBLEM

Determining how transactions change an accounting equation

Dorts Bocker operates a word processing business colled QuickDoc. GuickDoc uses tho accourts shown in
he Following accounting equation. Use the form in your Weorking Papers o complettis problem.

Assets Liabilities + Owner's Equity

Accts. Rec.— Prepai Accts. P Doris B
4 "Guburban + Supples + yracrunds = Tesie Co. orts Becker:

300 100

Transacions:
Had equipment repared and peid $50.00 cash.
Sold services for cash, $325.00.
Purchased supplies for $200.00, paying cash.
Bought supplies on account from Tecle Company, $1,200.00.
Paid cash for advertising, $200.00.
Received cash from sales, $280.00.
Paid cash for water bill, $60.00.
Sold services to Suburban Rental on account, $320.00.
Owner withdrew cash for personal use, $125.00.
Suburban Rental sent $250.00 fo pay part of the amount it owes QuickDoc.
Paid cash on account fo Teale Company, $100.00.
Received cash from owner as an investment, $1,000.00.

Instructions:
For sach fransaction, complefe the following. Transaction 1 is given as an example.
. Analyze he ransaction fo determine which accounts i the occouling equation re offectd.
b Weite e amountin the ppropriate columns, using a plus (+) f the accountincreases or @ minus
(- ifthe account decreases
For transactions that change owners equity, write in parentheses a des
tion of the ransaction fo the right of the amourt.
Colculote the new balance for each account i the
accounting equation.
Before going on fo the next
transaction, determine
that the accounting
equation is st in bol-
ance.

P1ER 2 Starting a Proprietorship: Changes That Afe
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2. Whatis the heading on the left side of the balance sheet?
3. What are the headings on the right side of the balance sheet?

N e

Preparing a balance sheet

x 1. What s the three-line heading on the top of the balance shoet? |

rite the answers to the following problem in the Working Papers. Your instructor will guide you
through the following example.

On October 31 of the current year, the Marier Company’s accounting equation indicated the
b | following account balances
Assets = Liabilities + Owner's Equity
Acots. Rec.— Prepaid _ Accts. Pay.— _ Joel Marier, |
g o+ TholeCo, * Supplies + ENG - Atts Pav— s Capital |

Balances 57,733‘ $5,000 ‘ $800 ‘ 2,400 ‘ $250 | $15683

4. Using the October 31 balances in the accounting equation, prepare a balance sheet for the
Marier Company.

N YOUR
OWN

Preparing a balance sheet

Wiite the answers to the following problem in the Working Papers. Work this problem !
independently. |

On December 31 of the current year, the Lynum Company’s accounting equation indicated the
following account balances.

Assets = _Liabilities + Owner's Equity
Accts. Rec.— . Prepaid Tanya Lynum, |
Cosh + “Meyor Co, * Supplies +  [SNC < Capital |

Balances ss,wuf $600 ‘J $350 ’ $1,800 ‘ $2.250 $5,900

5. Using the December 31 balances in the accounting equation, prepare a balance sheet for the
Lynum Company.

CHAPTER 2 s Frcontip: ChangesThat Afec Owners iy~ 31
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APPLICATION PROBLEM
Preparing a balance sheet

On June 30, th Hel Company's acotting equafion indcoted the following account bolances,

Assots - + Owner's Equity
‘e, Roc— propaid _ )
©Cash + Jana Friestad Supplies + y1surance = Franco Supplies
Baiance T T

A o™

Using the June 30 balances in the accounting equation, prepare o bolance shest fo the Holl Company.
Use the form n the Working Papers tocomplee his problem.

MASTERY PROBLEM
Determining how transactions change an accounting equation and preparing
a balance sheet

Nikeel Mundt operates  service business clled Mundt Compary. Munch Company uses e occounts
shown n he follawing accounting equation. Use the form in your Working Popers to complee this
problem

|

peses [T ————
oy v ;
Tra Prapad _ Acts.Pay—, MikaslaMunct,
No. Cash  + :::::Vn + Supplies + jnsurance =  Sickle Co. Capital
oo B | 140 [ [ we | w0 | o
, i | o trporse
Nowsa | tow | o= ‘ =™ |
g \
——

1. Paid cash for tlophon bil, $100.00.

Roceived cash from owner as an investmen, $200.00.

Poid csh fr rent, $500.00.

Received cosh from scles, $895 0.

Bought supplieson account from Sickle Compeny, $600.00,
Sold services on account to Derathy Romro, $920.00.
Faid cash for supplies, $400.00.

Peid cash for advertsing, $250.00.

Received cath on account from Dorothy Romaro, $800.00.
Poid cash on account o Sickle Company, $1,500.00.

1. Paid cash fo one menth ofinsurance, $250.00,

12, Received cosh rom sales, $1,960.00.

13, Poid cash 1o owner for personal use, $1,000.00.

CHAPIER 2 Staring  Proprisorshp: Changes That Aflct Owner's Equity 35
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Instructons:

1. For cach iransacion, complete the following. Transaciion 1 i given as on example.
. Analyze the ransaction fo deermine which accourts in he accountng equation are ofeced.
b.. Wit the amoun in the oppropricte columns, using a pus +) i the accoun increcses or @
s =) i the cccoun decreoses.
. For ansacions ot change owner's equiy, wrik in porentheses a description o the ransacion
1o h righ o the amour
d. Cokulote the new balancefor each occount in the accouting equaton.
.. Before going on fothe nex ransoction, defermine tht the accounting squation s sill i balance.
2. Using thefinol balances i the occounfing equafon, prepere o bolonce sheetfor Mundt Compary.
Use the date April 30 of the curent year.

CHALLENGE PROBLEM

Determining how transactions change an accounting equation

Zachary Mortin owns Zachary's Repair Shop. On February 1, Zachary’s Repcr Shop's accounting squar
tion indicated the following account bolances. Use the form in your Worlking Papers to complte this

problem.
\ - - viiides & Owners Ecuty
| G = Supplos + LT, = Kovesinte * e
Beg. Bal 8562 ‘ 1748 ‘ 1485 ‘ 615 ‘ 3,145 ‘ 9255
:
J—
1. Took $400.00 of supplies for persanal use.
2. Hod equipment repaired ot Kollasch Company and agreed to pay Kollasch Company ot a lafer date,
frrary
3. Mr. Marfin had some personal property which he sold for $500.00 cash.
& P o Compr 12008 o,
oo
1. For each transaction, complete the following.
a. Analyze the fransaction to determine which accounts in the accounting equation are affected.
b, Write the amount in the appropricte columns, using @ plus {+) f the account increases or o
minus (-] if the account decreases.
b g oo
d. Caleulate the new balance for each account in the accounting equation.
. Before going on o the nex! fransaction, determine that the accounting equation is sfll in balance.
2. Answer the following questions:
a. Why can the owner of a business withdraw assets from that business for personal use?
b, Why would the owner withdraw assets ofher than cash?
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