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CHAPTER 2

The Recording Process

Learning Objectives

1. Describe how accounts, debits, and credits are used to
record business transactions

2. State how a journal is used in the recording process and
journalize transactions

3. Explain how a ledger helps in the recording process and post
transactions

4. Prepare a trial balance

Solutions Manual 2.1 Chapter 2
© 2022 John Wiley & Sons Canada, Ltd. Unauthorized copying, distribution, or transmission of this page is prohibited.

omplete Solutions Manual for Accounting Principles, Volume 1, Enhanced eText, Canadian Edition 9th Edition 9th \



https://textslibrary.com/books/9781119786818-solutions

Weygandt, Kieso, Kimmel, Trenholm, Warren, Novak  Accounting Principles, Ninth Canadian Edition

Summary of Questions by Learning Objectives and Bloom’s Taxonomy

ltem LO BT |[ltem LO BT |ltem LO BT |ltem LO BT|ltem LO BT
Questions
1. 1 C | 5. 1 C 9. 2 C |13. 3 CcCl|17. 4 C
2. 1 K 6. 1 Cc | 10. 2 K | 14. 4 C|18. 4 C
3. 1 K 7. 2 c |11 2 C | 15. 4 K|119. 4 AN
4, 1 C | 8. 2 K| 12. 3 K | 16. 4 C|20. 4 AN
Brief Exercises
1. 1 AP 5. 1 K 9. 2 C |13. 2 AP|17. 4 AP
2. 1 K 6. 2 K| 10. 2 AP]|14. 3 AP|18. 4 AP
3. 1 K 7. 2 C| 11. 2 AP]15. 3 AP|19 4 AP
4, 1 K 8. 2 AP | 12. 2 AP | 16. 3 AP
Exercises
1 1 K 6. 2 AP | 11. 3 K|116. 2,34 AP|21. 4 AP
2. 1,234 K 7. 2 AP | 12. 3,4 AP |17. 23,4 AP
3 1 C 8. 2 AP | 13. 3,4 AP |18. 4 AP
4 1 C 9. 2,3 AP|14. 3,4 AP| 19 4 AP
5 2 AP | 10. 2 AP | 15. 3,4 AP | 20. 4 AN
Problems
1. 1,2 AP| 4. 1234 AP| 7. 23,4 AP |10. 4 AP|13. 4 AP
2. 2 AP| 5. 234 AP| 8. 234 AP|11. 234 AP|14. 4 AN
3. 2 AP| 6. 234 AP| 9. 4 AP]|12. 4 AP|15. 4 AN
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Legend: The following abbreviations will appear throughout the
solutions manual file.

LO Learning objective
Bloom's
BT Taxonomy

K Knowledge

C  Comprehension

AP  Application

AN Analysis

S Synthesis

E Evaluation
Difficulty: Level of difficulty

S Simple
M  Moderate
C Complex
Time: Estimated time to complete in minutes
AACSB Association to Advance Collegiate Schools of Business
Communication Communication
Ethics Ethics
Analytic Analytic
Tech. Technology
Diversity Diversity

Reflec. Thinking Reflective Thinking
CPA CM CPA Canada Competency Map

Ethics Professional and Ethical Behaviour
PS and DM Problem-Solving and Decision-Making
Comm. Communication
Self-Mgt. Self-Management
Team & Lead Teamwork and Leadership
Reporting Financial Reporting
Stat. & Gov. Strategy and Governance
Mgt. Accounting Management Accounting
Audit Audit and Assurance
Finance Finance
Tax Taxation
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ASSIGNMENT CLASSIFICATION TABLE

Accounting Principles, Ninth Canadian Edition

Brief Problems | Problems

Learning Objectives Questions | Exercises | Exercises Set A SetB

1. Describe how 1,2, 3,4, 1,2,3,4, |11,2,3,4 1,4 1,4
accounts, debits, | 5,6 5,6,7,6
and credits are
used to record
business
transactions.

. State how a 7,8,9 10, | 8,10,11, | 2,5,6, 7, 1,2, 3,4, 1,2, 3,4,
journal is used in | 11 12, 13 8,9, 14, 56,7,8, |5/6,7,8,
the recording 16,17 11 11
process and
journalize
transactions.

. Explain how a 12,13,14 | 14,15,16 | 2,9, 10, 4,5,6,7, 4,5,6,7,
ledger helps in 11, 12,13, | 8,11 8,11
the recording 15, 16,17
process and post
transactions.

. Prepare a trial 15,16,17, | 17,18,19 | 2,12, 13, 4,5,6,7, 4,5,6,7,
balance. 18, 19, 20 14, 15, 16, | 8, 9, 10, 8,9, 10,

17,18, 19, | 11,12, 13, | 11, 12, 13,
20, 21 14, 15 14, 15
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ASSIGNMENT CHARACTERISTICS TABLE

Problem Difficulty Time
Number | Description Level Allotted (min.)
1A Perform transaction analysis and journalize transactions. | Simple 20-30
2A Journalize transactions. Simple 15-20
3A Journalize transactions. Simple 20-25
4A Journalize transactions, post, and prepare trial balance. Moderate 40-50
BA Journalize transactions, post, and prepare trial balance. Moderate 40-50
6A Journalize transactions, post, and prepare trial balance. Moderate 55-65
TA Journalize transactions, post, and prepare trial balance. Moderate 55-65
8A Journalize transactions, post, and prepare trial balance. Moderate 55-65
9A Prepare trial balance. Simple 15-20
10A Prepare financial statements. Simple 25-35
11A Journalize transactions, post, prepare trial balance and Moderate 75-90
financial statements.

12A Prepare trial balance and financial statements. Simple 25-35
13A Prepare trial balance and financial statements. Simple 35-45
14A Analyze errors and effects on trial balance. Moderate 25-35
15A Prepare correct trial balance. Complex 30-40
1B Perform transaction analysis and journalize transactions. | Simple 20-30
2B Journalize transactions. Simple 15-20
3B Journalize transactions. Simple 20-25
4B Journalize transactions, post, and prepare trial balance. Moderate 40-50
5B Journalize transactions, post, and prepare trial balance. Moderate 40-50
6B Journalize transactions, post, and prepare trial balance. Moderate 55-65
7B Journalize transactions, post, and prepare trial balance. Moderate 55-65
8B Journalize transactions, post, and prepare trial balance. Moderate 55-65
9B Prepare trial balance and financial statements. Moderate 35-45
10B Prepare financial statements. Simple 25-35
Solutions Manual 25 Chapter 2
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ASSIGNMENT CHARACTERISTICS TABLE

Problem Difficulty Time
Number | Description Level Allotted (min.)
11B Journalize transactions, post, prepare trial balance and Moderate 75-90

financial statements.

12B Prepare financial statements. Simple 25-35
13B Prepare trial balance and financial statements. Simple 35-45
14B Analyze errors and effects on trial balance. Moderate 25-35
15B Prepare correct trial balance. Complex 30-40
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BLOOM’S TAXONOMY TABLE

Correlation Chart between Bloom’s Taxonomy, Study Objectives, and End-of-
Chapter Material

Syn- Evalu-
Study Objective Knowledge | Comprehension Application Analysis | thesis ation
1. Describe how Q2.2 Q2.1 BE2.1
accounts, Q2.3 Q2.4 P2.1A
debits, and BE2.2 Q2.5 P2.1B
credits are used | BE2.3 Q2.6 P2.4A P2.4B
to record BE2.4 E2.7
business BE2.5
transactions. E2.1
E2.2
E2.3
E2.4
E2.5
E2.6
2. State how a Q2.8 Q2.7 BE2.8 BE2.11
journal is used Q2.10 Q2.9 BE2.10 BE2.12
in the recording | BE2.6 Q2.11 BE2.13
process and BE2.7 E2.5 E2.6
journalize E2.1 BE2.9 E2.7 E2.8
transactions. E2.2 E2.9 E2.10
E2.14 E2.16
E2.17
P2.1A P2.1B
P2.2A  P2.2B
P2.3A  P2.3B
P2.4A  P2.4B
P25A  P2.5B
P2.6A P2.6B
P2.7A  P2.7B
P2.8A  P2.8B
P2.11A P2.11B
3. Explain how a Q2.12 Q2.13 BE2.13 E2.9
ledger helps in E2.2 Q2.14 BE2.14 E2.12
the recording E2.11 BE2.15 E2.13
process and BE2.16 E2.15
post P2.4A E2.16
transactions P2.5A E2-17
P2.6A P2.4B
P2.7A P2.5B
P2.8A P2.6B
P2.8B P2.7B
P2. P2.8B
P2.11B
4. Prepare a trial Q2.15 Q2.16 Q2.20 E2.12 Q2.19
balance. E2.2 Q2.17 BE2.17 E2.13 E2.18
Q2.18 BE2.18 E2.15 P2.14A
Q2.19 BE2.19 E2.16 P2.14B
E2.10 E2.17 P2.15A
E2.14 E2.18 P2.15B
P2.4A E2.19
P2.5A E2.20
P2.6A E2.21
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Syn- Evalu-
Study Objective Knowledge | Comprehension Application Analysis | thesis ation
P2.7A P2.4B
P2.8A P2.5B
P2.9A P2.6B
P2.10A | P2.7B
P2.11A | P2.8B
P2.12A | P2.9B
P2.13A | P2.10B
P2.11B
P2.12B
P2.13B
BYP2.1 BYP2.2
Broadening Your BYP2.4 BYP2.3
Perspective BYP2.5
BYP2.6
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ANSWERS TO QUESTIONS

1. An account is an accounting record of increases and decreases in a specific
asset, liability, or owner’s equity item. A company will need, at a minimum, two
accounts to represent an asset account and either a liability or owner’s equity
account. However, companies usually have many accounts since they will
have different types of assets, liabilities, and owner’s equity items, including
drawings, revenues, and expenses.

LO 1 BT: C Difficulty: S Time: 5 min. AACSB: None CPA: cpa-t001 CM: Reporting

2. Debiting an account refers to the practice of entering an amount on the debit
(or left) side of an account. Crediting an account signifies entering an amount
on the credit (or right) side of an account.

LO 1 BT: K Difficulty: S Time: 5 min. AACSB: None CPA: cpa-t001 CM: Reporting

3.  Allaccounts have a normal balance, which is the side that increases the account
balance. Assets are on the left side of the basic accounting equation and
liabilities and owner’s equity are on the right side of the basic accounting
equation. Since debits are on the left side, and assets are also on the left side,
the normal balance of an asset is a debit balance.

Since credits are on the right side and liabilities are on the right side, the normal
balance of a liability is a credit balance. The same is also true for owner’s
equity. Revenues increase owner’s equity and therefore also have a normal
credit balance. But expenses and drawings are decreases to owner’s equity
and thus have a normal debit balance.

LO 1 BT: K Difficulty: S Time: 5 min. AACSB: None CPA: cpa-t001 CM: Reporting

4. Dmitri is incorrect because debit and credit do not mean increase or decrease.
Debit means left side and credit means right side. Different types of accounts
will increase with debits versus credits. Accounts on the left side of the
accounting equation (assets) will increase with debits. Accounts on the right
side of the accounting equation (liabilities and owner’s equity) will increase with
credits, except for expenses and drawings, which are decreases to owner’s
equity and therefore are increased with debits. This way, the accounting
equation remains in balance.

LO 1 BT: C Difficulty: M Time: 5 min. AACSB: None CPA: cpa-t001 CM: Reporting
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QUESTIONS (Continued)

5. The normal balance of owner’s capital is a credit. The account is increased by
credits and decreased by debits. Both drawings and expenses reduce owner’s
equity. Because of this, their normal balance is a debit. These accounts are
increased by debits, which end up reducing owner’s equity.

LO 1 BT: C Difficulty: S Time: 5 min. AACSB: None CPA: cpa-t001 CM: Reporting

6. Gustave is incorrect. The double-entry system merely records the effect of a
transaction on the two (or more) accounts affected. A transaction is not
recorded twice; it is recorded once, with a dual (or multiple) effect on the
accounting equation.

LO 1 BT: C Difficulty: M Time: 5 min. AACSB: None CPA: cpa-t001 CM: Reporting

7. An event or transaction is recorded only if it causes the company’s financial
position (assets, liabilities, and/or owner’s equity) to change. In some events,
nothing is currently obtained nor given up, so nothing is recorded. The event
may lead to a future transaction that changes the company’s financial position
but is not recorded until that time. An example of an event that is not currently
recorded but will result in a future transaction is the signing of a lease.

LO 2 BT: C Difficulty: S Time: 5 min. AACSB: None CPA: cpa-t001 CM: Reporting

8. The three basic steps in the recording process are analyze, journalize, and
post.

LO 2 BT: K Difficulty: S Time: 5 min. AACSB: None CPA: cpa-t001 CM: Reporting

0. After it is determined that a transaction should be recorded because it does
cause the company’s financial position to change, analyzing a business
transaction involves identifying (1) the type of accounts involved, (2) whether
the accounts are increased or decreased, and (3) whether the accounts need
to be debited or credited.

LO 2 BT: C Difficulty: S Time: 5 min. AACSB: None CPA: cpa-t001 CM: Reporting

10. A simple journal entry refers to an entry that affects only two accounts, a debit
to one account and a credit to another account. A compound entry refers to an
entry that affects three or more accounts. To ensure the accounting equation
remains balanced, the totals of the debit amounts and credit amounts must be
equal.

LO 2 BT: K Difficulty: M Time: 5 min. AACSB: None CPA: cpa-t001 CM: Reporting
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QUESTIONS (Continued)

11. The accounts that could be credited are Revenue, Accounts Receivable, and
Unearned Revenue. Revenue would be credited for a cash sale. Accounts
Receivable would be credited when a customer makes a payment on account
for revenue that was previously earned and recorded. Unearned Revenue
would be credited when a customer pays in advance.

LO 2 BT: C Difficulty: M Time: 5 min. AACSB: None CPA: cpa-t001 CM: Reporting

12. The advantages of recording the individual transactions in a journal before
posting to the ledger are:
1. The journal discloses in one place the complete effect of a transaction.
2. The journal provides a chronological record of all transactions.
3. The journal helps to prevent or locate errors, because the debit and credit
amounts for each entry can be readily compared.

LO 3 BT: K Difficulty: S Time: 5 min. AACSB: None CPA: cpa-t001 CM: Reporting

13. The T account is often used in accounting textbooks for illustrative purposes. It
shows only the debit and credit side of a ledger account. It is faster to create
and more efficient for analyzing the impact of specific transactions Businesses
however usually use a “standard” form of account. This form shows a debit and
credit column but also includes additional information such as the balance of
the account (to show the account balance after every transaction), the date,
explanation, and reference. This additional information is useful in preventing
and detecting errors.

LO 3 BT: C Difficulty: S Time: 5 min. AACSB: None CPA: cpa-t001 CM: Reporting

14. The entire group of accounts and related transactional details maintained by a
company, including all the asset, liability, and owners' equity accounts, is
referred to collectively as the ledger. A chart of accounts lists only the account
names and account numbers that identify their location in the ledger. The
numbering system used to identify the accounts usually starts with the balance
sheet accounts and follows with the income statement accounts. The chart of
accounts is important, particularly for a company that has a large number of
accounts, because it helps organize the accounts and identify their location in
the ledger.

LO 4 BT: C Difficulty: S Time: 5 min. AACSB: None CPA: cpa-t001 CM: Reporting
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QUESTIONS (Continued)

15. A trial balance is a list of accounts and their balances at a given time. The
primary purpose of a trial balance is to prove the mathematical equality of
debits and credits, after all journalized transactions have been posted. A trial
balance also helps with the discovery of errors in journalizing and posting. In
addition, it is useful in preparing financial statements.

LO 4 BT: K Difficulty: S Time: 5 min. AACSB: None CPA: cpa-t001 CM: Reporting

16. Since accounts are given an account number in the chart of accounts, the trial
balance is prepared in numerical order. Accounts are generally listed and
assigned account numbers in the chart of accounts using the following
numerical sequence: assets, liabilities, owner’s equity, drawings, revenues,
and lastly, expenses. This convention makes is easy for anyone to find an
account either in the chart of accounts or in a trial balance.

LO 4 BT: C Difficulty: M Time: 5 min. AACSB: None CPA: cpa-t001 CM: Reporting

17. The sequence in which the first four steps in the accounting process does
matter in properly accounting for transactions. Unless business transactions
are first analyzed, it is possible for the transaction to be misinterpreted or
omitted from the accounting process. Once analyzed, the transactions need to
be journalized in a journal, after which the transactions are posted to the
general ledger to arrive at updated balances that then appear in a trial balance.

LO 4 BT: C Difficulty: M Time: 5 min. AACSB: None CPA: cpa-t001 CM: Reporting

18. The company should use “December 31” on its trial balance. The trial balance
simply shows the balance in the accounts at a specific point in time.

LO 4 BT: C Difficulty: M Time: 5 min. AACSB: None CPA: cpa-t001 CM: Reporting
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QUESTIONS (Continued)

19. a. The trial balance would not balance because there were two debits for
$750 and no credits. The debits do not equal the credits. Accounts Payable
should have been credited, not debited, for $750.

b. The trial balance would balance because the debits ($1,000) and credits
($1,000) are equal. But both the Service Revenue and the Accounts
Receivable balances would be incorrect as the credit should have been
recorded to Accounts Receivable, not Service Revenue.

c. The trial balance would not balance because the debit to Rent Expense for
$650 is not equal to the credit to Cash for $560. The debit side of the trial
balance is overstated by $90, because either the Rent Expense is
overstated by $90 (Rent Expense should have been debited for $560), or
cash is overstated by $90 (Cash should have been credited for $650).

LO 4 BT: AN Difficulty: C Time: 10 min. AACSB: Analytic CPA: cpa-t001 CM: Reporting

20. The following are three types of errors that could cause the trial balance to not
balance, although the ledger accounts have correct balances.
1. When transcribing amounts from the ledger to the trial balance, an
account balance was recorded at an incorrect amount or omitted.
2. Account balances in the trial balance did not appear in the correct
columns.
3. The addition of the trial balance columns was not done correctly.

LO 4 BT: AP Difficulty: C Time: 10 min. AACSB: None CPA: cpa-t001 CM: Reporting
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SOLUTIONS TO BRIEF EXERCISES

BRIEF EXERCISE 2.1

a. $7,500 + $16,700 — $15,400 = $8,800

b. $8,800 + $13,100 — $4,700 = $17,200

c. $3,800 — $6,400 + $6,800 = $4,200

d. $3,800 + $7,700 — $5,900 = $5,600

e. $100,000 — $24,000 + $45,000 = $121,000

f.  $149,000 — $121,000 + $27,000 = $55,000

LO 1 BT: AP Difficulty: M Time: 10 min. AACSB: None CPA: cpa-t001 CM: Reporting

BRIEF EXERCISE 2.2

Normal

Account Balance
1. Prepaid Insurance Debit
2. Accounts Payable Credit
3. Land Debit
4. Service Revenue Credit
5. Utilities Expense Debit
6. Owner’s Capital Credit
7. Equipment Debit
8. Salaries Expense Debit
9. Supplies Debit
10. Unearned Revenue Credit

LO 1 BT: K Difficulty: S Time: 5 min. AACSB: None CPA: cpa-t001 CM: Reporting

Solutions Manual 2.14 Chapter 2
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BRIEF EXERCISE 2.3

Accounting Principles, Ninth Canadian Edition

b.

a. Normal

Account Type of Account | Balance
1. Accounts Receivable Asset Debit
2. Rent Expense Owner’s Equity Debit
3. B. Damiji, Drawings Owner’s Equity Debit
4. Supplies Asset Debit
5. Unearned Revenue Liability Credit
6. Service Revenue Owner’s Equity Credit
7. Prepaid Insurance Asset Debit
8. Notes Payable Liability Credit

LO 1 BT: K Difficulty: S Time: 5 min. AACSB: None CPA: cpa-t001 CM: Reporting

BRIEF EXERCISE 2.4

Cash
Dr. Cr.

500 8,720

800 495

8,920 6,750
5,355
10,435

Sub. 26,010 15,965
Bal. 10,045

Accounts Payable

Service Revenue

Dr.

Cr.

9,500
3,200
4,500
1,050

Bal. 18,250

Salaries Expense

Dr. Cr. Dr. Cr.
1,720 6,740 4,550
495 2,500 550
6,750 3,750
425
Sub. 8,965 9,240 Bal. 9,275
Bal. 275
LO 1 BT: K Difficulty: S Time: 15 min. AACSB: None CPA: cpa-t001 CM: Reporting
Solutions Manual Chapter 2
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BRIEF EXERCISE 2.5

Accounting Principles, Ninth Canadian Edition

a. b. C.
Normal Debit Credit
Balance Effect Effect
1. Accounts Payable Credit Decrease Increase
2. Supplies Debit Increase Decrease
3. J. Takamoto, Capital Credit Decrease Increase
4. J. Takamoto, Drawings Debit Increase Decrease
5. Prepaid Rent Debit Increase Decrease
6. Utilities Expense Debit Increase Decrease
7. Service Revenue Credit Decrease Increase
8. Unearned Revenue Credit Decrease Increase
LO 1 BT: K Difficulty: S Time: 5 min. AACSB: None CPA: cpa-t001 CM: Reporting
BRIEF EXERCISE 2.6
a. b.
Change
Account with
1. Increasein D. Parmelee, Capital Owner’s Credit
Equity
2. Decrease in Cash Asset Credit
3. Decrease in Notes Payable Liability Debit
4. Increase in Rent Expense Owner’s Debit
Equity
5. Increase in D. Parmelee, Drawings Owner’s Debit
Equity
6. Increasein Equipment Asset Debit
7. Increasein Accounts Payable Liability Credit
8. Increase in Service Revenue Owner’s Credit
Equity
LO 2 BT: K Difficulty: S Time: 10 min. AACSB: None CPA: cpa-t001 CM: Reporting
Solutions Manual 2.16 Chapter 2
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Accounting Principles, Ninth Canadian Edition

BRIEF EXERCISE 2.7

Transaction

1: (Solution provided in text.)

Basic The asset account Cash is decreased by $439.
Analysis The asset account Supplies is increased by $439.
Debit/Credit | Debits increase assets: debit Supplies $439.
Analysis Credits decrease assets: credit Cash $439.

Transaction

2:

Basic
Analysis

The asset account Accounts Receivable is
increased by $1,020. The revenue account Service
Revenue is increased by $1,020.

Debit/Credit
Analysis

Debits increase assets: debit Accounts Receivable
$1,020.
Credits increase revenues: credit Service Revenue
$1,020.

Transaction

3:

Basic
Analysis

The asset account Equipment is increased by
$2,230. The liability account Accounts Payable is
increased by $2,230.

Debit/Credit
Analysis

Debits increase assets: debit Equipment $2,230.
Credits increase liabilities: credit Accounts Payable
$2,230.

Transaction

4:

Basic
Analysis

The expense account Utilities Expense is increased
by $293. The asset account Cash is decreased by
$293.

Debit/Credit
Analysis

Debits increase expenses: debit Utilities Expense
$293.
Credits decrease assets: credit Cash $293.
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BRIEF EXERCISE 2.7 (Continued)

Transaction 5:

Basic The asset account Cash is increased by $750. The

Analysis revenue account Service Revenue is increased by
$750.

Debit/Credit | Debits increase assets: debit Cash $750.

Analysis Credits increase revenues: credit Service Revenue
$750.

Transaction 6:

Basic The asset account Cash is increased by $7,100.
Analysis The liability account Unearned Revenue is
increased by $7,100.

Debit/Credit | Debits increase assets: debit Cash $7,100.
Analysis Credits increase liabilities: credit Unearned
Revenue $7,100.
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BRIEF EXERCISE 2.8

All entries are at August 31 as given in the text.

1. SUPPlES .o 439
CaSh e, 439
Paid for supplies.

2. Accounts Receivable........cccccvveiieni... 1,020
Service Revenue......cocoveeeeieieeinnennn, 1,020

Performed services on account.

3. Equipment ..., 2,230
Accounts Payable............cc.... 2,230
Purchased office equipment on account.

4. Utilities EXPENSe .....occvveveveiiieeeiiineeeenn 293
Cash .o 293
Paid utilities expense.

5. Cash., 750
Service Revenue...........ccceeeeeeennnnnnn, 750

Unearned Revenue.........c.ccceveenen.. 7,100
Received cash in advance from customer.
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Account Credited

a. b. C. a. b. C.
Trans- Basic Specific Effect Basic Specific Effect
action Type Account Type Account
Aug. 1* Asset Cash + $17,970 Owner’s B. Fleming, |+ $17,970
Equity Capital
4 Asset Prepaid +$4,720 Asset Cash - $4,720
Rent
5 Asset Supplies + $625 Liability Accounts + $625
Payable
6 Asset Cash + $560 Owner’s | Service + $560
Equity Revenue
17 Asset Accounts + $1,210 Owner’'s | Service +$1,210
Receivable Equity Revenue
27 Owner’'s | Salaries + $980 Asset Cash — $980
Equity Expense
29 Owner’'s |B. Fleming, + $720 Asset Cash - $720
Equity Drawings

*Solution provided in text
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BRIEF EXERCISE 2.10

Aug. 1 Cash.iiii e, 17,970
B. Fleming, Capital ......................... 17,970
Invested cash in business.

4 Prepaid Rent........cccoooviiiiiiiiiiiineeenn, 4720
CaSh e 4,720
Paid rent in advance.

5 SUPPHES .o 625
Accounts Payable.............cccc.oooenei. 625
Purchased supplies on account.

Service Revenue..........ccccceeeveeneennnnn 560
Received cash for services performed.

17 Accounts Receivable........cccovcvevinin.n.. 1,210
Service REVENUE........cocveveviiienennns 1,210
Performed services on account.

27 Salaries EXpPense.......cccceeveveeiiieeinnnnnnn, 980
Cash ..o 980
Paid employee salaries.

29 B. Fleming, Drawings..........cccceeevuunn.... 720
Cash .o 720

Withdrew cash for personal use by owner.
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BRIEF EXERCISE 2.11

June 1 transaction: (Solution provided in text)

Basic
Analysis

The asset account Cash is increased by $8,430.
The owner’s equity account T. Pridham, Capital is
increased by $8,430.

Debit/Credit

Debits increase assets: debit Cash $8,430.

Analysis Credits increase owner’s equity: credit T. Pridham,
Capital $8,430.

Journal June 1 Cash 8,430

Entry T. Pridham, Capital 8,430

Invested cash in business.

June 2 transaction:

Basic
Analysis

The asset account Equipment is increased by
$2,620. The liability account Accounts Payable is
increased by $2,620.

Debit/Credit

Debits increase assets: debit EQuipment $2,620.

Analysis Credits increase liabilities: credit Accounts Payable
$2,620.

Journal June 2 Equipment 2,620

Entry Accounts Payable 2,620

Purchased equipment on account.

June 5 transaction:

Basic
Analysis

An accounting transaction has not occurred. A
debit/credit analysis is not needed because there is
no accounting entry.
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BRIEF EXERCISE 2.11 (Continued)

June 17 transaction:

Basic
Analysis

The asset account Accounts Receivable is
increased by $2,500. The revenue account Service
Revenue is increased by $2,500.

Debit/Credit

Debits increase assets: debit Accounts Receivable

$2,500.

Analysis Credits increase revenues: credit Service Revenue
$2,500.

Journal June 17 Accounts Receivable 2,500

Entry Service Revenue 2,500

Performed services on account for
R. Windl.

June 27 transaction:

Basic
Analysis

The asset account Cash is increased by $1,190.
The asset account Accounts Receivable is
decreased by $1,190.

Debit/Credit

Debits increase assets: debit Cash $1,190.

Analysis Credits decrease assets: credit Accounts
Receivable $1,190.
Journal June 27 Cash 1,190
Entry Accounts Receivable 1,190
Collected cash on account from
R. Windl.
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BRIEF EXERCISE 2.12

Oct. 1 Cash.iiiiiiii e, 30,000
L. Berge, Capital ..........cooeevvvieennnnnn. 30,000
Invested cash in business.

2 Rent EXPense ....ciiiiiiiiiiiiiiiiieeinnn, 700
Cash .o 700
Paid October rent.

3 Equipment ..o, 2,800
Accounts Payable.............cccc..oooeei. 2,800
Purchased office equipment on account.

6 Accounts Receivable.......cccocvvevennnnnn 4,400
Service Revenue...........cccceeeeeennnnene, 4,400

Performed services on account.

27 Accounts Payable..............cccoeeeennnn, 1,100
Cash ..o, 1,100
Made a payment on account.

30 Utilities EXPENnse .....occevveveveiiiieveiineeen 130
Accounts Payable.............cccc..oooeei. 130

Received bill for October utilities.
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BRIEF EXERCISE 2.13

M. Acosta, Capital............ccoceenneen. 10,000
Invested cash in business.

3 VehiCleS .o, 3,000
Cash e 3,000
Purchased a used car for cash.

9 SUPPlES .o 600
Accounts Payable........................... 600
Purchased supplies on account.

11 Accounts Receivable........cccovvvevnennen. 2,400
Service REVENUE........cocveveeviienennns 2,400
Performed services on account.

16 Advertising Expense..........ccceeevvennnnnnn. 350
Cash ..o, 350
Paid for advertising expense.

20 CaSh .o 900
Accounts Receivable ........c............ 900

Collection on account.
28 M. Acosta, DrawingsS........ccccveeeeennnnnne, 1,000

CasSh o 1,000
Withdrew cash for personal use by owner.
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BRIEF EXERCISE 2.14

Cash
Apr. 1 1,600 Apr. 16 700
3 3,400 20 250
Bal. 4 050

LO 3 BT: AP Difficulty: S Time: 5 min. AACSB: None CPA: cpa-t001 CM: Reporting

BRIEF EXERCISE 2.15

Cash Accounts Receivable
Sept. 4 2,400 Sept. 2 4,400 |Sept. 4 2,400
10 3,000 28 1,325
28 1,325 Sept. 30 Bal. 675
Sept. 30 Bal. 6,725

Service Revenue

Sept. 2 4,400
10 3,000

Sept.30 Bal. 7,400
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BRIEF EXERCISE 2.16

Cash Accounts Receivable
Feb. Feb. Feb.1 8,550 |Feb.25 1,500
1 10,000 8 850 12 1,525
5 2300| 18 325
25 1,500 Bal. 8,575
Bal. 12,625
Supplies Service Revenue
Feb. 1 5,000 Feb.1 4,550
8 850 5 2,300
12 1,525
Bal. 5,850 Bal. 8,375
Supplies Expense Repairs Expense
Feb. 1 500 Feb.1 1,200
18 325
Bal. 500 Bal. 1,525

LO 3 BT: AP Difficulty: M Time: 10 min. AACSB: None CPA: cpa-t001 CM: Reporting

Solutions Manual 2.27 Chapter 2
© 2022 John Wiley & Sons Canada, Ltd. Unauthorized copying, distribution, or transmission of this page is prohibited.

omplete Solutions Manual for Accounting Principles, Volume 1, Enhanced eText, Canadian Edition 9th Edition 9th \



https://textslibrary.com/books/9781119786818-solutions

Weygandt, Kieso, Kimmel, Trenholm, Warren, Novak Accounting Principles, Ninth Canadian Edition

BRIEF EXERCISE 2.17

AMARO COMPANY
Trial Balance
June 30, 2024

Debit Credit
CaASI e $ 5,800
Accounts receivable .......ccoovviiiiiinii, 3,000
Equipment ..o, 17,000
Accounts payable.................... $ 8,100
Owner’s capital...................cc.ooiiii i, 15,000
Owner’s drawings ..............cccoeeevviiniceiiine e, 1,200
SEIVICE TEVENUE.....cveeieeeeeee e e e 10,000
Rent eXPense. ..o 1,000
Salaries eXPenSe .....ccovvvvieieeviiiie e 5,100

$33.100 $33,100
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BRIEF EXERCISE 2.18

PETTIPAS COMPANY
Trial Balance
April 30, 2024

Debit Credit
CaASI e $6,400
Accounts receivable .......ccoovviiiiiinii, 5,000
SUPPHES oo, 650
Prepaid rent ........ccooovviiiiiii 800
Equipment ... 14,600
Accounts payable.................... $ 3,300
Unearned rEVENUE .......oevvveieiieiieeeeeeeeeeens 250
C. Pettipas, capital ...........cccoveiiiiiin, 22,500
C. Pettipas, drawingsS ........ccooevevieeiiiieiieeennnnn, 1,100
SEIVICE TEVENUE.....cveeei et ee e 8,000
ReNt eXPeNSe. ..o 4,500
Salaries eXPenSe ......cooceeveieeiiiiieeeiie e, 1,000

$34.,050 $34,050
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BRIEF EXERCISE 2.19

1. ThePrepaidinsurance balance was in the wrong column. Assets
have a normal debit balance. When this account is moved to the
debit column, the new total in the debit column will be $46,200
($42,700 + $3,500) and the new total in the credit column will be
$47,100 ($50,600 — $3,500).

2. The trial balance is now out of balance by $900 ($46,200 —
$47,100). The transposition error in L. Bourque, capital account
is the cause of the $900 difference. If the $15,400 balance in that
account is transposed to $14,500, this will reduce the total
credits by $900 and the trial balance will now balance. See
revised trial balance below:

BOURQUE COMPANY
Trial Balance
December 31, 2024

Debit Credit
CaAS I e $15,000
Accounts receivable ..o, 1,800
Prepaid inSurancCe ..........ccceeeevevvieeeeiiie e, 3,500
Accounts payable.................... $ 2,000
Unearned reVENUE .......oeuveeieeieieeeeeeeeeeeeen 2,200
L. Bourque, capital .........ccoocoeviiiiiiiiieeen, 14,500
L. Bourque, drawingsS.........ccoevevevieeiveeinneennn. 4,900
SEIVICE TEVENUE.....cveeei et e e 27,500
Rent eXpense... ..o 2,400
Salaries eXPenSe .....ccovvvvieiveviiii e 18,600

$46.200 46.200
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SOLUTIONS TO EXERCISES

EXERCISE 2.1

1. False. An account is an accounting record of a specific asset,
liability, or owner’s equity item.

2. False. An account shows increases and decreases in the item it
relates to.

3. False. Each asset, liability, and owner’s equity item has a
separate account.

4. False. An account has a left, or debit side, and a right, or credit
side.

5. True.

LO 1 BT: K Difficulty: M Time: 10 min. AACSB: None CPA: cpa-t001 CM: Reporting
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EXERCISE 2.3
a.
3.
1. 2. Normal
Account Type of Account Financial Statement Balance

Cash* Asset Balance Sheet Debit

M. Kobayashi, Capital Owner’s Equity Balance Sheet and Credit
(Capital) Statement of Owner’s

Equity

Accounts Payable Liability Balance Sheet Credit

Building Asset Balance Sheet Debit

Insurance Expense Owner’s Equity Income Statement Debit
(Expense)

Interest Revenue Owner’s Equity Income Statement Credit
(Revenue)

M. Kobayashi, Drawings | Owner’s Equity Statement of Owner’s Debit
(Drawings) Equity

Notes Receivable Asset Balance Sheet Debit

Prepaid Insurance Asset Balance Sheet Debit

Rent Expense Owner’s Equity Income Statement Debit
(Expense)

Service Revenue Owner’s Equity Income Statement Credit
(Revenue)

Supplies Asset Balance Sheet Debit

*Solution provided in text.

b

Assets are on the left side of the basic accounting equation and
liabilities and owner’s equity are on the right side of the basic
accounting equation. Since debits are on the left side, and assets are
also on the left side, the normal balance of an asset is a debit balance.

Since credits are on the right side and liabilities are on the right side,
the normal balance of a liability is a credit balance. The same is also
true for owner’s equity. Revenues increase owner’s equity and
therefore also have a normal credit balance. But expenses and
drawings are decreases to owner’s equity and thus have a normal debit

balance.
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EXERCISE 2.4
Account Debited Account Credited
a. b. C. a. b. C.
Basic Specific Basic Specific
Date Type Account Effect Type Account Effect
Mar. 5 | Asset* Cash + $10,220 Owner’'s |J. MacKenzie,| +%$10,220
Equity Capital
7 | Owner’'s | Advertising + $350 | | Asset Cash - $350
Equity Expense
9 | Asset Supplies + $1,050 Liability | Accounts + $1,050
Payable
11 | Asset Vehicles + $8,770 | | Asset Cash — $8,770
13 | Asset Accounts + $1,520 Owner’s | Service +$1,520
Receivable Equity Revenue
25 | Asset Cash + $10,880 | | Liability | Notes +$10,880
Payable
26 | Asset Cash +$1,140 | | Asset Accounts - $1,140
Receivable
29 | Liability | Accounts —$1,050 | | Asset Cash - $1,050
Payable
30 | Asset Cash + $800 Liability | Unearned + $800
Revenue
31 |Owner's |J. MacKenazie, +$1,720 | | Asset Cash -$1,720
Equity Drawings
*Solution provided in text.
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EXERCISE 2.5

J. MacKenzie, Capital ..................... 10,220
Invested cash in business.

7 Advertising EXpense...........cccceeeeeennnnn. 350
Cash .o 350
Paid for advertising expense.

9 SUPPlES .o 1,050
Accounts Payable........................... 1,050
Purchased supplies on account.

11 VehiCleS e, 8,770
CaSh e 8,770
Purchased used car for cash.

13 Accounts Receivable........cccovvvevnennen. 1,520
Service REVENUE........cocveveviiienennns 1,520
Performed services on account.

25 CaSh .o 10,880
Notes Payable...........cccooeeiiiiiinnnnnnn. 10,880
Borrowed cash and signed a note.

26 CaSh .o 1,140
Accounts Receivable ..................... 1,140

Collection on account.

29 Accounts Payable........c.c.eieiiennnnni. 1,050
CaSh e 1,050
Payment on account.

30 CaASN e 800
Unearned Revenue..........cocceeuvenne.. 800

Received cash in advance from customer.
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EXERCISE 2.5 (Continued)
Mar. 31 J.MacKenzie, Drawings............ccc....... 1,720

Cash .o 1,720
Withdrew cash for personal use by owner.
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EXERCISE 2.6

Transaction 1:

Basic
Analysis

The expense account Rent Expense is increased by
$550. The asset account Cash is decreased by
$550.

Debit/Credit

Debits increase expenses: debit Rent Expense
$550.

Analysis Credits decrease assets: credit Cash $550.
Journal June 1l Rent Expense 550
Entry Cash 550

Paid June rent.

Transaction 2:

Basic
Analysis

The expense account Insurance Expense is
increased by $175. The asset account Cash is
decreased by $175.

Debit/Credit

Debits increase expenses: debit Insurance Expense
$175.

Analysis Credits decrease assets: credit Cash $175.
Journal June 2 Insurance Expense 175
Entry Cash 175

Paid one month of insurance.

Transaction 3:

Basic
Analysis

The asset account Cash is increased by $1,255.
The revenue account Service Revenue is increased
by $1,255.

Debit/Credit

Debits increase assets: debit Cash $1,255.

Analysis Credits increase revenue: credit Service Revenue
$1,255.

Journal June 5 Cash 1,255

Entry Service Revenue 1,255

Received cash for services
provided.
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EXERCISE 2.6 (Continued)

Transaction 4:

Basic June 9: An accounting transaction has not
Analysis occurred. A debit/credit analysis is not needed
because there is no accounting entry.

Transaction 5;:

Basic The liability account Accounts Payable is

Analysis decreased by $675. The asset account Cash is
decreased by $675.

Debits decrease liabilities: debit Accounts Payable

Debit/Credit

Analysis $6752 :
Credits decrease assets: credit Cash $675.
Journal June 14 Accounts Payable 675
Entry Cash 675

Paid cash on account.

Transaction 6:

Basic The asset account Accounts Receivable is
Analysis increased by $1,420. The revenue account Service
Revenue is increased by $1,420.

Debits increase assets: debit Accounts Receivable
Debit/Credit | $1,420.

Analysis Credits increase revenues: credit Service Revenue
$1,420.
Journal June 17 Accounts Receivable 1,420
Entry Service Revenue 1,420
Performed services on account for
Rudy Holland.
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EXERCISE 2.6 (Continued)

Transaction 7:

Basic
Analysis

The asset account Cash is increased by $1,000.
The liability account Unearned Revenue is
increased by $1,000.

Debit/Credit

Debits increase assets: debit Cash $1,000.

Analysis Credits increase liabilities: credit Unearned
Revenue $1,000.

Journal June 19 Cash 1,000

Entry Unearned Revenue 1,000

Received advance from J. Dupuis
for future services.

Transaction 8:

Basic
Analysis

The asset account Equipment is increased by
$1,575. The liability account Accounts Payable is
increased by $1,575.

Debit/Credit

Debits increase assets: debit Equipment $1,575.

Analysis Credits increase liabilities: credit Accounts Payable
$1,575.

Journal June 29 Equipment 1,575

Entry Accounts Payable 1,575

Purchased equipment on account.

Transaction 9:

Basic
Analysis

The expense account Salaries Expense is
increased by $850. The asset account Cash is
decreased by $850.

Debit/Credit

Debits increase expenses: debit Salaries Expense
$850.

Analysis Credits decrease assets: credit Cash $850.
Journal June 30 Salaries Expense 850
Entry Cash 850
Paid employee.
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EXERCISE 2.6 (Continued)

Transaction 10:

Basic The owner’s equity account D. Bratt, Drawings is
Analysis increased by $1,250. The asset account Cash is
decreased by $1,250.

Debits increase drawings: debit D. Bratt, Drawings

Debit/Credit

Analysis $1’25.0' :

Credits decrease assets: credit Cash $1,250.
Journal June 30 D. Bratt, Drawings 1,250
Entry Cash 1,250

Paid D. Bratt, the company owner.
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EXERCISE 2.7

Mar. 1 RentEXpense.......ccccooiiiiiiiiiiiiiiinnnnn. 1,200
CaSh e 1,200
Paid March rent.
3 Accounts Receivable.........ccooveinenn. 160
Service ReVenuUe.......cccvveeeeieiiinenn.n. 160

Performed services on account.

Service ReVENUEe.....cocvcveveeiiiiiiiennn, 75
Performed services for cash.

8 Equipment ......cccooiiiiiiii 300
Cash .o 100
Accounts Payable.............cccc..oooeei. 200
Purchased equipment for cash and on account.
12 CaSh . 160
Accounts Receivable ..................... 160

Collection on account.

14 Salaries EXpense........ccccoeveeevvieeeennnnnnn, 525
Cash ..o, 525
Paid employee salaries.

22 Utilities EXpense .....c.cccceevvvviieeeennnnnn, 172
Cash .o 172
Paid utilities expense.

26 Repairs EXpense......cccccevviiiieieeninnnnn. 220
Cash ..o, 200
Paid for plumbing repairs.

28 Account Payable.........cccccceeiiiiiviiinnnnnn. 200
Cash ..o, 200
Payment on account.
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EXERCISE 2.7 (Continued)

Mar. 30 Prepaid Insurance.......cc.coccccceeeeeennnnnnn, 1,800
Cash .o 1,800
Paid for insurance in advance.

LO 2 BT: AP Difficulty: M Time: 20 min. AACSB: None CPA: cpa-t001 CM: Reporting

EXERCISE 2.8
GENERAL JOURNAL

Trans. Account Titles Debit Credit
1. CaASN e 1,820
Service ReVENUE ......oeoviieiciiieeaae, 1,820

Received cash for services performed.

2. Rent EXpense ..., 1,095
CaSh e 1,095
Paid October rent.

3. SUPPlIES o, 450
Accounts Payable........c.....cccooeeinnn. 450
Purchased supplies on account.

4. Accounts Receivable .........cocooveviininl. 2,105
Service ReVENUE ..., 2,105
Performed services on account.

5. CaSh e 1,225
Accounts Receivable..........cc.ccoeeenen. 1,225
Collection on account.

6. CaS K e 7,960
Unearned Revenue .........coevveveveeinnnn. 7,960

Received cash in advance from customer.
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EXERCISE 2.8 (Continued)
GENERAL JOURNAL

Trans. Account Titles Debit Credit

7. Prepaid Insurance .........cccooeeeviiieeinnneenns 8,120
CaSh e, 8,120
Paid for insurance in advance.

8. Accounts Payable ...............cccooeen 450
Cash ..o 450
Payment on account.

9. S. Beaulieu, Drawings.........ccooeevvieevnnnnnns 2,800
CaASh . 2,800
Withdrew cash for personal use by owner.

LO 2 BT: AP Difficulty: M Time: 20 min. AACSB: None CPA: cpa-t001 CM: Reporting
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EXERCISE 2.9

a.
June 1 Cash ... 13,430
Equipment.......cccooveviiii 3,490
S. Polland, Capital .........cccccovvevnnnneen. 16,920
Invested cash and equipment in business.

2 Prepaid Insurance........cccoccceeeeeiieeeineenn. 1,420
CaSh e, 1,420
Paid for insurance in advance.

3 Equipment.......ccoiiieiiii e 4,580
Cash....oiii 930
Notes Payable..........cccooeeeiiiiiiiiinnns 3,650
Purchased equipment for cash and signed a note.

10 CasSh i, 220
Service Revenue.......cccccceeveeieeeineeen. 220
Received cash for services performed.

16 Accounts Receivable ......ccocovevvieiiiinninnns 8,000
Service ReVENUE ......oeiiieiciieiaie, 8,000
Performed services on account.

27 Advertising Expense........c.cccoeviiiiiinnn, 650
Cash...oiii 650
Paid for advertising expense.

29 Telephone EXpense......ccccoeeeveiiiieeiiinnenns 80
Accounts Payable........c....ccooeeienennnl. 80
Received telephone invoice.

30 Salaries EXpense........ccccceeveveviieeeeiinneenns 1,830
CaASh . 1,830
Paid employee salaries.

30 CasSh oo, 8,000
Accounts Receivable.........c.cccoeeninl. 8,000
Collection on account.
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EXERCISE 2.9 (Continued)

b.
Cash S. Polland, Capital
June 1 13,430 |June 2 1,420 June 1 16,920
10 220 3 930
30 8,000 27 650
30 1,830
June30Bal. 16,820 June30Bal. 16,920
Accounts Receivable Service Revenue
Junel6 8,000 (June 30 8,000 Junell 220
16 8,000
June 30 Bal. 0 June30 Bal. 8,220

Prepaid Insurance
June 2 1,420
June 30Bal. 1,420

Equipment Salaries Expense
June 1 3,490 June 30 1,830
3 4,580
June30Bal. 8,070 June30Bal. 1,830
Notes Payable Advertising Expense

June 3 3,650 June 27 650

June30 Bal.3,650 June 30 Bal.650

Accounts Payable Telephone Expense
June 29 80 June 29 80

June30 Bal. 80 June 30 Bal. 80

LO 2,3 BT: AP Difficulty: M Time: 30 min. AACSB: None CPA: cpa-t001 CM: Reporting
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EXERCISE 2.10

Apr. 1 Cash. 24,000
A. Santos, Capital ...........ccoeeeeennnn. 24,000
Invested cash in business.

2 RentEXPense......iiiiiiiiiiiieeieennnn, 1,800
Cash e 1,800
Paid April rent.

3 CaSh i 7,000
Notes Payable...........cccooeeiiiiiinnnnnnn. 7,000
Borrowed cash and signed a note.

4  Equipment ....ccoooviiiiiiee 5,000
Cash e 5,000
Purchased equipment with cash.

6  SUPPlIES ..o 1,450
Cash e 1,450
Cash purchase of supplies.

8 Advertising Expense..........cccoeeeeennnnn.. 1,600
Accounts Payable........................... 1,600
Purchased advertising on account.

10 CaSh . 2,000

Accounts Receivable........c.ccoeeevinnns 16,000
Service REVENUE........cocovevvevviienennes 18,000

Performed services for cash and on account.

15 A. Santos, Drawings .......cccccceeeevennnnnnn, 1,000
CaSh e 1,000
Withdrew cash for personal use by owner.

18 Accounts Payable............ccccceeeiiinnnnnn, 1,600
Cash ..o, 1,600

Payment on account.
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EXERCISE 2.10 (Continued)

Apr. 20 Salaries Expense.......ccccoooiiiiiiiiiiinnnenee. 6,400
Cash ..o, 6,400
Paid employee salaries.

22 CaASN o 12,000
Accounts Receivable ..................... 12,000
Collection on account.

29 Utilities EXpense .....c.cccceevvveiieeveinnnnn, 500
Cash .o 500
Paid for utilities expense.

30 Interest EXPEeNnSe ......ccoovveviiieiniiiinneennn. 40
CaSh e, 40
Paid for interest on bank loan.

LO 2 BT: AP Difficulty: M Time: 20 min. AACSB: None CPA: cpa-t001 CM: Reporting
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EXERCISE 2.11

1. False. The general ledger contains all the asset, liability,
and owner’s equity accounts.

2. True.

3. False. The accounts in the general ledger are arranged in
financial statement order, which is also used in the chart of
accounts: first the assets, then the liabilities, owner’s
capital, owner’s drawings, revenues, and expenses.

4, True.

5. False. The general ledger is not a book of original entry;

transactions are first recorded in the general journal, then
in the general ledger.

LO 3 BT: K Difficulty: C Time: 15 min. AACSB: None CPA: cpa-t001 CM: Reporting
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EXERCISE 2.12

a. and b.
Cash Accounts Payable
Sept. 1 17,400 (2) 700 Sept. 1 1,000
(1) 1,200 (3) 200 (6) 1,000
(4) 1,000 (3) 200
Sept.30Bal.18,700 Sept.30 Bal. 1,800
Accounts Receivable Unearned Revenue

Sept. 1 2,000 (4) 1,000 (5)  1,200|Sept. 1 1,600

Sept. 30 Bal.1,000 Sept.30Bal. 400
Supplies Owner’s Capital

Sept. 1 1,900 Sept. 1 16,000

(6) 1,000

Sept. 30 Bal. 2,900 Sept.30Bal. 16,000
Salaries Expense Service Revenue

Sept. 1 1,400 Sept. 1 4,100

(2) 700 (1) 1,200

(5) 1,200

Sept.30Bal. 2,100 Sept. 30Bal. 6,500
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EXERCISE 2.12 (Continued)

C.
DEPOT COMPANY
Trial Balance
September 30, 2024

Debit Credit
CaASN $18,700
Accounts receivable .................coooonl 1,000
SUPPlIES oo 2,900
Accounts payable................ccccc $ 1,800
Unearned revenue.........ccooceeeeeevneeeennnnnns 400
Owner’s capital..................coooiiiinnnn. 16,000
SErviCe reVENUEL........ueeevvieeiieeeeeeeevee e, 6,500
Salaries exXpense .......ccceeeeeveiiieeeiiieeeeenn, 2,100

$24,700 $24,700

LO 3,4 BT: AP Difficulty: M Time: 25 min. AACSB: None CPA: cpa-t001 CM: Reporting
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EXERCISE 2.13

a.
Cash J. Feldman, Capital
Aug. 1 5,000 |Aug.12 2,300 Aug. 1 5,000
10 2,600
31 900
Aug.31Bal. 6,200 Aug. 31Bal. 5,000
Accounts Receivable Service Revenue
Aug. 25 1,700 |Aug.31 900 Aug.10 2,600
25 1,700
Aug. 31 Bal. 800 Aug.31Bal. 4,300
Equipment Notes Payable
Aug. 12 5,000 Aug. 12 2,700
Aug. 31Bal. 5,000 Aug.31 Bal 2,700
b.

JUNE FELDMAN, INVESTMENT BROKER
Trial Balance
August 31, 2024

Debit Credit
CaSh oo $6,200
Accounts receivable .............cccceeeeeennnn. 800
Equipment.........oooiiii 5,000
Notes payable......ccccoooiiii $ 2,700
J. Feldman, capital ............ccoevvviiiiennnnnn, 5,000
SEerviCe reVeNUEe.......ccevvvvieeeeeeiiieeeeeeans 4,300

$12.000 $12.000

LO 3,4 BT: AP Difficulty: M Time: 20 min. AACSB: None CPA: cpa-t001 CM: Reporting
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EXERCISE 2.14
a.

OCt. 1 CaASh e, 1,200
A. Fortin, Capital .........cccooeeeviiiiiin, 1,200
Invested cash in business.

3 EqQUIPMENt.....eiiii e 5,400
Cash ..o, 400
Notes Payable........ccccccoeeiiiiiiiicinee, 5,000
Purchased equipment and issued a note.

4 SUPPHES oo 800
Accounts Payable..............cccc.oen 800
Purchased supplies on account.

6 Accounts Receivable .......cccoooveviiiiiinin... 1,000
Service REVENUE ..., 1,000

10 CasSh o 650
Service REVENUE ..o, 650
Performed services for cash.

12 Accounts Payable .........ccoeviiviiiiiinn, 500
Cash ..o, 500
Payment on account.

15 Cash .o 3,000
Service Revenue..........ccccvvveiieiiveiinnnnn. 3,000

Performed services for cash.

20 Accounts Receivable .......ccoovveeiiiiiiinan... 940
Service REVENUE ..., 940
Performed services on account.
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EXERCISE 2.14 (Continued)

a. (Continued)

OCt. 21 CaASh oo, 800
Accounts Receivable.......ccccoieieiiiin . 800
Collection on account.

25 CaAS e 2,000
A. Fortin, Capital .........cccooeeeiieiiin, 2,000
Invested cash in business.

28 Advertising Expense..........ccccoeviiiiineennnnn. 400
Accounts Payable...............ccc.oen 400
Purchased advertising on account.

30 A. Fortin, Drawings .....cccccoeeeeiiiieiiieeinne, 600
Cash.. 600
Withdrew cash for personal use by owner.

31 ReNt EXPENSE ..oooviiiiiieiiiieeieeeee e 250
CaASN e 250
Paid rent for October.

31 Salaries EXpense.........cccoeeveviviieeeiniieeeennnn. 500
Cash. ..o 500
Paid employee salaries.
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EXERCISE 2.14 (Continued)

b.
FORTIN CO.
Trial Balance
October 31, 2024

Debit Credit
CaASN $ 5,400
Accounts receivable .........coceviiiiinennen. 1,140
SUPPlIES oo 800
Equipment.......cccoooviviiii 5,400
Notes payable.........cccoccvvvveeeeeeeeeeeeeene, $ 5,000
Accounts payable............ccceeeeiiiineeinnnn. 700
A. Fortin, capital ........cccoooeviiiiiiiineeennnn. 3,200
A. Fortin, drawings.........cccceeeeevviineeennnnn. 600
SEerViCe reVENUE......ccevveieieeeeeeiiie e 5,590
Advertising exXpense ........ccceeeeveveeeennnnn. 400
Rent exXpense......cccoviiiiiiiniicee, 250
Salaries exXpense .......cccceeeeeveiiieeeiineenenns 500

$14.,490 $14,490
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Solutions Manual 2.53 Chapter 2
© 2022 John Wiley & Sons Canada, Ltd. Unauthorized copying, distribution, or transmission of this page is prohibited.

omplete Solutions Manual for Accounting Principles, Volume 1, Enhanced eText, Canadian Edition 9th Edition 9th \



https://textslibrary.com/books/9781119786818-solutions

Weygandt, Kieso, Kimmel, Trenholm, Warren, Novak  Accounting Principles, Ninth Canadian Edition

EXERCISE 2.15

a.and b.
Cash L. Meche, Capital
July 31 8,800 |Aug. 1 1,200 July 31 15,000
Aug.12 2,400 10 420
31 5910 25 2,250
30 540
31 4,770
Aug.31 Bal. Aug.31Bal. 15,000
7,930
Accounts Receivable L. Meche, Drawings
July 31 2,750 Aug. 12 2,400 July 31 5,125
Aug. 31 2,550 Aug.31 4,770
Aug. 31 Bal. 2,900 Aug.31Bal. 9,895
Supplies Service Revenue
July 31 585 July 31 10,410
Aug. 31 8,460
Aug.31 Bal. 585 Aug.31
Bal.18,870
Equipment Rent Expense
July 31 15,550 July 31 1,200
Aug. 1 1,200
Aug.31Bal. 15,550 Aug.31Bal. 2,400
Notes Payable Salaries Expense
Aug. 30 500|{July 31 10,000 July 31 2,250
Aug.25 2,250
Aug.31Bal. 9,500 Aug.31 Bal.4,500
Accounts Payable Interest Expense
Aug. 10 420 July 31 850 Aug.30 40
Aug. 31Bal. 430 Aug.31 Bal. 40
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EXERCISE 2.15 (Continued)

C.
LEE MECHE, MD
Trial Balance
August 31, 2024

Debit Credit

CaASN e $7,930
Accounts receivable .......ccccoeviiiiiiiiiieeennnn. 2,900
SUPPLIES oo 585
Equipment........ccooeeiiiiii e, 15,550
Notes payable.........cccecevvvvveieiieeeeeeeeeee, $9,500
Accounts payable...........ccooeviiiiiiiieeen, 430
L. Meche, capital...........cccooeeviiiiiiiiincnnn, 15,000
L. Meche, drawings .......cccoeevviiieeiiiiieeeinnnnnn, 9,895
SEerIVICE NBVENUE......ceveeviiee et 18,870
INterest eXPensSe . ...ccccevveiviiiiin e, 40
Rent expense......cocovviiiiiiii e, 2,400
Salaries exXpense .......cccceeveveiieeviin e 4,500

$43.800 $43.800
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EXERCISE 2.16

a.
July 2 Rent EXPeNnsSe ....cccooovvviiiiiiiiieeiie e 1,060
Cash .o, 1,060
Paid July rent.
4 SUPPHES oo 790
Accounts Payable........c....cccooeeiin 790
Purchased supplies on account.
15 Accounts Payable .........cccooviiiiiiiiinnn, 680
Cash ..o, 680
Payment on account.
31 Salaries eXpense .....ccccccceeeeeeiiiieeeiniieeeennnn. 2,420
Cash .o, 2,420
Paid employee salaries.
31 Cash .o, 9,940
Accounts Receivable .................ccooeel. 400
Service RevVenue ......cccoveeveveiieennnnn, 10,340
Performed services for cash and on account.
b.and c.
Cash Accounts Payable
June 30 5,820 July 2 1,060 June 30 680
31 9,940 15 680 July 4 790
31 2,420 July 15 680
July31 Bal.11,600 July 31  Bal.790
Accounts Receivable Notes Payable
July 31 400 June
3050,020
July31 Bal. 400 July 31Bal. 50,020
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EXERCISE 2.16 (Continued)

b. and c. (Continued)

Accounting Principles, Ninth Canadian Edition

Supplies S. Ahuja, Capital
June 30 1,180 June 30 21,290
July 4 790
July 31 Bal. 1,970 July31Bal. 21,290

Equipment Service Revenue
June 30 64,990 July 31 10,340
July31Bal. 64,990 July 31Bal. 10,340
Rent Expense Salaries Expense
July 2 1,060 July 31 2,420
July31Bal. 1,060 July31Bal.2,420
d.
AHUJA DENTAL SERVICES
Trial Balance
July 31, 2024
Debit Credit
CaAS e $11,600
Accounts receivable .......c.ccoiiiiiiiiiieeennnn. 400
SUPPLIES oo 1,970
Equipment.......cccoooeiiiiiiii e, 64,990
Notes payable.........ccceeviiiiiiiiiiii e, $50,020
Accounts payable..........cccccoeeiiiiiiiiii, 790
S. Ahuja, capital.......ccccceeeiiiiiiiiiii e 21,290
SEerIVICE NBVENUE......ceveviiieeeeeeiie e 10,340
Rent eXpense. ... 1,060
Salaries exXpense .......ccceevvveiieiiiine e 2,420
$82,440 $82,440
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EXERCISE 2.17

a. GENERAL JOURNAL
Date Account Titles Debit Credit
OCt. 1  CaSh e, 66,000

B. Beyers, Capital ..........ccooevvvvnenennnn. 66,000

Owner invests cash in the business.
2 No entry—not a transaction

4 Rent EXpense ......cocovviiiiiiiiiieceeen, 2,000
CaSh . 2,000
Paid rent for the building.

7 EqQUIPMENt ..o 18,000
Cash...ooi 4,000
Accounts Payable............................. 14,000
Purchased equipment for cash and on account.

8 Advertising EXpense..........ccceeiveviinneenns 500
Cash . 500
Paid for advertising.

10 Repairs EXpense .....cccccceiieveiinieennnnnnn, 390
Accounts Payable.................coeee 390
Received repair invoice.

12 Accounts Receivable ........cccooveviiinnl. 3,200
Service ReVvenUe.......ooovveeieiiiiieiann, 3,200
Provided services on account.

16 SUpPPlieS oo 410
Accounts Payable..........cccccoeeiiniiins 410
Purchased supplies on account.
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EXERCISE 2.17 (Continued)
a. (Continued)

Oct. 21  Accounts Payable ......c...cccoeevviiiineennn.n. 14,000
CaSh .. 14,000
Payment on account.

24  Utilities EXpense .......cccoevvvvviiiiviiineeeennn. 148
Cash..i 148
Utilities invoice paid.

Accounts Receivable ..................... 3,200
Collection on account.

31 Salaries EXpense.......cccoeveeveiiieeiinneennnnn. 5,100
CaSh. i 5,100
Paid employee salaries.
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EXERCISE 2.17 (Continued)

b.

Cash

Oct. 1 66,000

27 3,200

Oct. 4 2,000
7 4,000

8 500

21 14,000

24 148

31 5,100

Bal. 43,452

Accounts Receivable

Oct. 12 3,200

Oct. 27 3,200

Bal. 0

Supplies

Oct. 16 410

Bal. 0

Equipment

Oct. 7 18,000

Bal. 18,000

Accounts Payable

Oct. 21 14,000

Oct. 7 14,000
10 390
16 410

Bal. 800

B. Beyers, Capital

Oct. 1 66,000

Bal. 66,000

Accounting Principles, Ninth Canadian Edition
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EXERCISE 2.17 (Continued)

b. (Continued)

Service Revenue
Oct. 12 3,200

Advertising Expense
Oct. 8 500

Repairs Expense
Oct. 10 390

Rent Expense
Oct. 4 2.000 \

Utilities Expense
Oct. 24 148

Salaries Expense
Oct. 31 5,100
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EXERCISE 2.17 (Continued)

C.
BEYERS SECURITY COMPANY
Trial Balance
October 31, 2024

Debit Credit

CaASN oo $ 43,452
SUPPHES e 410
Equipment ......ccoooiviiii e 18,000
Accounts payable .........cccccvvviiiiiiiiinininn, $800
B. Beyers, capital .........cccoooeviiiiiiiinenennn. 66,000
SEerviCe revVeNUE........ccoeveeveiiiieeeeeeeiiee e, 3,200
Advertising exXpense.........cccceeeeeveveeeennnnn. 500
Repairs eXpense.....cccccveeeeeeviviieeeiiieeeennnnn, 390
Rent eXpPense.. ..o i, 2,000
Utilities exXpense.........cccoeeveviieeeiiieeecennn, 148
Salaries eXpense.....ccccovvveeiieiiiiiieeeieeeeens 5,100

$70.000 $70.000
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EXERCISE 2.18

a.
O’NEILL’S PHYCHOLOGICAL SERVICES
Trial Balance
July 31, 2024
Debit Credit
CaSN e $6,470
Accounts receivable .........cccceeviveiiinieennnnn. 7,340
SUPPHES e 790
Equipment ......ccooooviiii e 58,900
Notes payable.........cccoeeeeiiiiiiiiiiiiieeeee, $22,960
Accounts payable .......ccccooevviiiiiiiiineeeenn, 9,030
Unearned reVENUE ........couvvvveviiieieieeeeneenn. 1,350
T. O’Neill, capital ..........cccooeeviiiin. 64,340
T. O’Neill, drawings.............cccooeevveinennnnnn. 57,980
SEerviCe revVeNUE........ccceveeiieiiiiie e, 96,180
ReNnt eXPense....cccoevvi i, 10,880
Salaries eXpPense.....cccoovevvvieeeiiiieeeiieeeeens 45,540
Supplies exXpense.....ccccoceeeeeeiiiiieeeiiiieeeenns 5,960
$193,.860 $193.860
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EXERCISE 2.18 (Continued)

b.
O’NEILL’S PSYCHOLOGICAL SERVICES
Income Statement
Year Ended July 31, 2024
Revenues
SEIVICE TEVENUE ....veiieeeeee ettt e e e $96,180
Expenses

ReNt eXPENSE ....iiiviiiiiii e $10,880

Salaries eXpPense ......coocceeveeeeeeiineeeinneeeans 45,540

Supplies expense ........ccceeeeeveiiieceiiieeeeans 5,960
Total eXPeNSEeS .....cocvvviiiiiie e 62,380
Profit for theyear ........coooeeiiii e, $33.800

O’NEILL’S PSYCHOLOGICAL SERVICES

Statement of Owner's Equity
Year Ended July 31, 2024

T. O’Neill, capital, August 1, 2023 ..........ccoevvererinnnnnne, $64,340
Add: Profitfortheyear.....ccccccooiiiiiiiiiii, 33,800
98,140
LeSS: DIraWiNgS .ooeeuuiieiiiiieeiiieeeeieeeetn e e e e eean e eeeen 57,980
T. O’Neill, capital, July 31,2024 ............coceeennieeann, $40.,160
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EXERCISE 2.18 (Continued)

b. (Continued)

O’NEILL’S PSYCHOLOGICAL SERVICES
Balance Sheet
July 31, 2024

Assets
(OF= 1] o I $6,470
Accounts receivable ..., 7,340
SUPPHES e 790
EQUIPMENT ... 58,900
TOotal ASSELS .. $73.,500

Liabilities and Owner's Equity

Liabilities
Notes payable ..., $22,960
Accounts payable......cccoooviiiiii 9,030
Unearned reVeNUE .......coocvvviiiiiiiiieeeie e 1,350
Total HabilitieS ..., 33,340
Owner's Equity
T. O’Neill, capital........ccccooeeiiiiiii 40,160
Total liabilities and owner's equity .................. 73,500

LO 4 BT: AP Difficulty: M Time: 35 min. AACSB: None CPA: cpa-t001 CM: Reporting
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EXERCISE 2.19

a.
LANDON’S BEAUTY SALON
Trial Balance
December 31, 2024
Debit Credit
CaSN e $ 2,990
Accounts receivable .........cccceeviveiiinieennnnn. 5,500
SUPPHES e 3,175
Equipment ......ccooooviiii e 65,800
Notes payable.........cccoeeeeiiiiiiiiiiiiieeeee, $35,000
Accounts payable .......ccccooevviiiiiiiiineeeenn, 5,480
Unearned reVENUE ........couvvvveviiieieieeeeneenn. 2,500
S. Landon, capital ..........cccoeeeiiiiiiiinne, 52,150
S. Landon, drawings .......cccoeeeevieeeiiinnennnns 6,300
SEerviCe revVeNUE........ccceveeiieiiiiie e, 55,100
ReNnt eXPense....cccoevvi i, 17,205
Salaries eXpPense.....cccoovevvvieeeiiiieeeiieeeeens 43,300
Supplies exXpense.....ccccoceeeeeeiiiiieeeiiiieeeenns 3,960
Telephone expense......ccccevvvveeieveiineeennnnn. 2,000
$150,230 $150,230
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EXERCISE 2.19 (Continued)

b.
LANDON’S BEAUTY SALON
Income Statement
Year Ended December 31, 2024
Revenues
SEIVICE TEVENUE ....veiieeeeee ettt e e e $55,100
Expenses
ReENt EXPENSE ... civiiiieiiiieeeee e, $17,205
Salaries eXpPense ......coocceeveeeeeeiineeeinneeeans 43,300
Supplies expense ........ccceeeeeveiiieceiiieeeeans 3,960
Telephone expense .........cccoevevvvvieeeennnnnn, 2,000
Total eXPeNSEeS .....cocvvviiiiiie e 66,465
Loss fortheyear .......coooiviiiiiiiiii e, $11,365
LANDON’S BEAUTY SALON
Statement of Owner's Equity
Year Ended December 31, 2024
S. Landon, capital, January 1, 2024 ...........cccceeeeeennn.. $52,150
Less: Loss fortheyear .......ccccocoenne. 11,365
Drawings ...coooeeveveeeviiieeeeiieeeeinnn, 6,300 17,665
S. Landon, capital, December 31, 2024..................... $34,485
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EXERCISE 2.19 (Continued)

b. (Continued)

LANDON’S BEAUTY SALON
Balance Sheet
December 31, 2024

Assets
(OF= 1] o I $ 2,990
Accounts receivable ..., 5,500
SUPPHES e 3,175
EQUIPMENT ... 65,800
TOotal ASSELS .. $77.465

Liabilities and Owner's Equity

Liabilities
Notes payable ..., $35,000
Accounts payable......cccoooviiiiii 5,480
Unearned reVeNUE .......coocvvviiiiiiiiieeeie e 2,500
Total HabilitieS ..., 42,980
Owner's Equity
S. Landon, capital .........cccooeeiiiiii 34,485
Total liabilities and owner's equity .................. 77,465
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EXERCISE 2.20

a. b. C. d.
In Larger
Error Balance Difference Column Incorrect Accounts
1.* No $400 Debit Accounts Payable
2. Yes $0 None Rent Expense

Prepaid Rent

3. Yes $0 None Accounts Receivable
Service Revenue

4, No $500 Credit Accounts Payable
5. Yes $0 None Supplies
Cash
6. No $18 Credit Advertising Expense
7. Yes $0 None Cash

Salaries Expense

*Solution provided in text.
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EXERCISE 2.21

ROYAL MOUNTAIN TOURS
Trial Balance
March 31, 2024

Debit Credit
Cash ($12,800+ $400 — [$240 X 2])...uvvvnn.... $12,720
Accounts receivable ($4,090
+ $900 + $770) oo, 5,760
SUPPHES v 840
Equipment ..o, 7,350
Accounts payable ($2,500 + 400) .............. $ 2,900
T. Zelinski, capital .........ccoooiieiiiiini, 24,000
T. Zelinski, drawingsS........ccooeeeiieiiiiieennn, 3,650
Service revenue ($6,750 + $770) ............... 7,520
Advertising exXpense ........cccceeeveveeeiieeennnnnnn, 3,700
Salaries eXPense......cccooveeveiiieeviiiieeeie e 400
Totals $34,420 $34.420

LO 4 BT: AP Difficulty: C Time: 20 min. AACSB: None CPA: cpa-t001 CM: Reporting
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SOLUTIONS TO PROBLEMS

PROBLEM 2.1A

a.
Account Debited Account Credited
1. 2. 3. 1. 2. 3.
Trans- Specific Specific
action Basic Type Account Effect Basic Type Account Effect
Apr. 1* Asset Cash + $12,800 Owner’s N. Dhaliwal, + $12,800
Equity Capital
2 Asset Equipment + $5,000 Liability Accounts +$5,000
Payable
2 Asset Prepaid + $1,500 Asset Cash - $1,500
Insurance
2 Asset Supplies + $590 Asset Cash — $590
7 Owner’s Advertising + $600 Asset Cash — $600
Equity Expense
8 Asset Cash + $630 Owner’s Service + $630
Equity Revenue
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PROBLEM 2.1A (Continued)

a. (Continued)

Account Debited Account Credited
(1) (2) (3) (1) (2) (3)
Trans- Specific Specific
action Basic Type Account Effect Basic Type Account Effect

Apr.10 No transaction now (see Apr. 28).

25 Owner’s N. Dhaliwal, + $960 Asset Cash — $960
Equity Drawings
28 Asset Cash + $1,270 Owner’s Service + $1,270
Equity Revenue
29 Asset Cash + $1,800 Liability Unearned + $1,800
Revenue
30 Liability Accounts — $5,000 Asset Cash - $5,000
Payable

*Solution provided in text.
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PROBLEM 2.1A (Continued)

b. GENERAL JOURNAL
Date Account Titles Debit Credit

Apr. 1 Cash ., 12,800
N. Dhaliwal, Capital...........c....ceeeenn... 12,800
Invested cash in business.

2 Equipment ... 5,000
Accounts Payable........c......ccoooeeeeeni. 5,000
Purchased equipment on account.

2 Prepaid Insurance .........ccceevevevvieeeennnnnnn, 1,500
CaSh . 1,500
Paid insurance in advance.

2 SUPPHES e 590
Cash. ..o, 590
Cash purchase of supplies.

7 Advertising EXpense........cccooeevevieeeennnnn. 600

Cash ..o 600
Paid for advertising expense.

Service ReVENUE ..., 630
Performed services for cash.

10 No transaction at this time.

25 N. Dhaliwal, Drawings ......cccccoeveevvevnnnnnn. 960
Cash...ccooiiii 960
Withdrew cash for personal use by owner.

28 Cash ...ooiiiiiic 1,270
Service ReVeNUEe........ovevevvivveiieennn, 1,270

Performed services for cash.
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PROBLEM 2.1A (Continued)

b. (Continued)

GENERAL JOURNAL

Date Account Titles Debit Credit
Apr. 29 Cash ..o, 1,800
Unearned Revenue .........cocovveevenenen.. 1,800

Received cash in advance from customer.

30 Accounts Payable ........ccccocoeiiiviinnnenn. 5,000

CaSh . 5,000
Payment on account.

Taking It Further

The investment by the owner increases cash, an asset. Assets
are on the left (or debit) side of the accounting equation. The
same transaction also increases the right (or credit) side of the
accounting equation and increases the owner’s capital. Since
both the left and right side of the accounting equation must
remain in balance, a transaction must have both a debit and a
credit.

LO 1,2 BT: AP Difficulty: S Time: 30 min. AACSB: None CPA: cpa-t001 CM: Reporting
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PROBLEM 2.2A

GENERAL JOURNAL

Date Account Titles Debit Credit
May 1 Cash .., 73,800
A. Mawani, Capital .............cccoeeeeeen. 73,800
Invested cash in business.

2 Land .o 108,500
BUilding......oooeeeiiiiie e, 84,300
Equipment.......cccooooiiiiiiiin 59,100

CaSN e, 60,300
Notes Payable ($251,900 — $60,300) 191,600

Purchased land, building, and equipment
for cash and signed a note.

4 EqQUIPMENT....coiiiiieeec e 17,000
Accounts Payable........c......ccoeooeeei. 17,000
Purchased equipment on account.

5 No entry required.

6 Prepaid Insurance..........ccccoeeeveviieeennnnn. 2,580
CaSh i 2,580
Paid for insurance in advance.
15 CaASh oo 1,830
Service ReVeNUE........coeevvveveiiiinnnn, 1,830

Performed services for cash.

19 Accounts Payable ... 5,480
CaSh . 5,480
Payment on account.
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PROBLEM 2.2A (Continued)

Date Account Titles Debit Credit
May 20 Cash ..o, 250
Accounts Receivable .........ccceeviiiinnl. 250

Service ReVENUE ......oovveiiiieiciiaiaen 500

Performed services for cash and on account.

30 CaSh ceoeiee e 250
Accounts Receivable...........c..c........ 250
Collection on account.

31 CasSh e 3,100
Service ReVeNUE........ocevvveiiiiiannn, 3,100
Performed services for cash.

31 Salaries EXpense.......cccooeeviveiiieeiinennnn. 2,220
Cash..ooii 2,220
Paid employee salaries.

31 Interest EXPeNnSe......ccooviviiiiiiiiiinnnnnnnns 710
Cash....cooiii 710
Paid interest on note payable.

31 A. Mawani, Drawings........c..cccoeeevvnnnnn. 1,540
CaSh . 1,540
Withdrew cash for personal use by owner.

Taking It Further

The purpose of the journal entries is to show the debit and credit
effects of each transaction on specific accounts. This helps to
prevent and locate errors because the debit and credit amounts
in the entry must balance. The journal entries also provide a
chronological record of transactions, explain the transactions,
and identify source documents.

LO 2 BT: AP Difficulty: S Time: 20 min. AACSB: None CPA: cpa-t001 CM: Reporting
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PROBLEM 2.3A

AUG. 2 CaSh i 35,000
J. Green, Capital ..........ccooeveveiiiennnnnn. 35,000
Invest cash in business.

2 SUPPHES e 550
Accounts Payable .......c......ccoooeienii. 550
Purchased supplies on account.

5 EqQUIPMENt....coiiiiiii e 10,000
Notes Payable..........cccooeviiiiiiininnnnnn, 10,000
Purchased equipment and signed a note.

9 Cash .o 7,500

Accounts Receivable ............................ 7,500
Service Revenue...........cccoeeveviieeenn, 15,000

Performed services for cash and on account.

14 Salaries EXpense......cccccoevevvieevineeinnnnnn, 1,200
CaSh . 1,200
Paid employee salaries.

15 J. Green, Drawings........cccoeveevvveeeennnnnnn, 4,300
Cash ..o, 4,300
Withdrew cash for personal use by owner.

19 Cash i 2,450
Unearned Revenue ...........ccccccoeuunne... 2,450

Received cash in advance from customer.

22 Accounts Payable ..........cccccciiiviiiiiiinnnnn. 550
CaASN e, 550
Payment on account.

25 CaSh oo 7,500
Accounts Receivable...........c.cc.o..... 7,500

Collection on account.
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PROBLEM 2.3A (Continued)

Aug. 26 Office EXPense .......ccooovevieiiiiiiiiieeeennnnnn, 3,200
Cash. ..o, 3,200
Paid office expense.
30 Interest EXpPense......cccccoevieviiiiiniiiinneennn. 50
Cash ..o 50

Paid interest on note payable.

Taking It Further

Service revenue and salaries expense are considered equity
accounts because transactions that cause increases in service
revenue will cause increases in equity and transactions that
cause increases in salaries expense will cause decreases in
equity.

Increases in revenues are recorded on the credit side of the
account because the credit side of the capital account represents
an increase. On the other hand, increases in salaries expense are
recorded on the debit side of the account because the debit side
of the capital account represents a decrease.

LO 2 BT: AP Difficulty: S Time: 25 min. AACSB: None CPA: cpa-t001 CM: Reporting
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PROBLEM 2.4A

a.
J1
Date Account Titles Ref. Debit Credit
Apr. 1 Cash....iiiii, 101 20,000
E. Valley, Capital ............. 301 20,000
Invested cash in business.
1 No entry—not a transaction.
2 RentExpense.......cccccoevviiennnnn, 729 1,100
(OF-15) o [T 101 1,100
Paid rent for the month.
3 Supplies..coiviiiiiiiiiie, 126 4,000
Accounts Payable........... 201 4,000
Purchased supplies on account.
10 Accounts Receivable.............. 112 5,100
Service Revenue............. 400 5,100
Performed services on account.
11 Cash v, 101 1,000
Unearned Revenue.......... 209 1,000
Received cash in advance from customer.
20 CaSh .o 101 2,100
Service Revenue............. 400 2,100
Performed services for cash.
30 Salaries Expense...........cccuun.... 726 2,800
Cash ..o 101 2,800
Paid secretary-receptionist salary.
30 Accounts Payable................... 201 2,400
Cash ..o 101 2,400
Payment on account.
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PROBLEM 2.4A (Continued)

b.
Cash No. 101
Date Explanation Ref. Debit Credit Balance
Apr. 1 J1 20,000 20,000
2 J1 1,100 18,900
11 J1 1,000 19,900
20 J1 2,100 22,000
30 J1 2,800 19,200
30 J1 2,400 16,800
Accounts Receivable No. 112
Date Explanation Ref. Debit Credit Balance
Apr. 10 J1 5,100 5,100
Supplies No. 126
Date Explanation Ref. Debit Credit Balance
Apr. 3 J1 4,000 4,000
Accounts Payable No. 201
Date Explanation Ref. Debit Credit Balance
Apr. 3 J1 4,000 4,000
30 J1 2,400 1,600
Unearned Revenue No. 209
Date Explanation Ref. Debit Credit Balance
Apr. 11 J1 1,000 1,000
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PROBLEM 2.4A (Continued)

E. Valley, Capital No. 301
Date Explanation Ref. Debit Credit Balance
Apr. 1 J1 20,000 20,000
Service Revenue No. 400
Date Explanation Ref. Debit Credit Balance
Apr. 10 J1 5,100 5,100
20 J1 2,100 7,200
Salaries Expense No. 726
Date Explanation Ref. Debit Credit Balance
Apr. 30 J1 2,800 2,800
Rent Expense No. 729
Date Explanation Ref. Debit Credit Balance
Apr. 2 J1 1,100 1,100
C. EMILY VALLEY, DENTIST
Trial Balance
April 30, 2024
Debit Credit
Cash.......ccoiiii e, $16,800
Accounts Receivable..........cccccvevviinnene, 5,100
SUPPHES v 4,000
Accounts Payable...........cccccvvvviviiivinnnnne, $ 1,600
Unearned Revenue .......c.cccoooevvevviineeeeennnn, 1,000
E. Valley, Capital ...........cccevviviiiiiine 20,000
Service Revenue.......ccccooevevveiiiinieeveeinnnnnn, 7,200
Salaries EXPense .....cccccoevvevvevviiiieeveeninnnnn, 2,800
Rent EXPeNse.......coovviiiiiieee 1,100

$29.800 $29.800
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PROBLEM 2.4A (Continued)
Taking It Further

The next step in the accounting cycle will be the preparation of a
trial balance. The main purpose of the trial balance is to prove
that the debits equal the credits after posting. It is also useful in
preparing financial statements.
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PROBLEM 2.5A

a. GENERAL JOURNAL
Date Account Titles Ref. Debit Credit
Sept. 1 Cash .oovviiiiiiiiiii e, 101 9,630
G. Rodewald, Capital ............. 301 9,630
Invested cash in business.
2 Rent EXpense .....ccoocevvviiiiiinnnens 726 690
Cash...ccociviiii e, 101 690
Paid September rent.
2 Prepaid Insurance..........cccccee.. 130 750
Cash....oocoviiiie, 101 750
Paid insurance policy in advance.
5 Equipment........cccooeeeiiiiiiiiieeee 151 2,640
Accounts Payable.................. 201 2,640
Purchased equipment on account.
7 Advertising Expense.................. 610 420
Cash...coociviiii e, 101 420
Paid advertising expense.
13 Cash .o 101 500
Service Revenue.................... 400 500
Performed services for cash.
21 Accounts Receivable................. 112 800
Service Revenue.................... 400 800
Performed services on account.
24 Cash ..o, 101 540
Accounts Receivable............. 112 540

Collection on account.
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PROBLEM 2.5A (Continued)

a. (Continued)

Date Account Titles Ref. Debit Credit
Sept. 28 Utilities Expense.........cccceeeeennnn... 737 210
Cash .., 101 210
Paid utilities expense.
29 Accounts Payable ...................... 201 1,470
CaSh .o, 101 1,470
Payment on account.
30 CasSh oo, 101 860
Unearned Revenue................ 209 860
Received cash in advance from customer.
30 CaASh e, 101 1,045
Service Revenue.......c.ccc....... 400 1,045
Performed services for cash.
30 G. Rodewald, Drawings.............. 306 1,490
Cash .., 101 1,490

Withdrew cash for personal use by owner.
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PROBLEM 2.5A (Continued)

b.
Cash No. 101
Date Explanation Ref. Debit Credit Balance
Sept. 1 J1 9,630 9,630
2 J1 690 8,940
2 J1 750 8,190
7 J1 420 7,770
13 J1 500 8,270
24 J1 540 8,810
28 J1 210 8,600
29 J1 1,470 7,130
30 J1 860 7,990
30 J1 1,045 9,035
30 J1 1,490 7,545
Accounts Receivable No. 112
Date Explanation Ref. Debit Credit Balance
Sept. 21 J1 800 800
24 J1 540 260
Prepaid Insurance No. 130
Date Explanation Ref. Debit Credit Balance
Sept. 2 J1 750 750
Equipment No. 151
Date Explanation Ref. Debit Credit Balance
Sept. 5 J1 2,640 2,640
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PROBLEM 2.5A (Continued)

b. (Continued)

Accounts Payable No. 201

Date Explanation Ref. Debit Credit Balance
Sept. 5 J1 2,640 2,640
29 J1 1,470 1,170
Unearned Revenue No. 209

Date Explanation Ref. Debit Credit Balance
Sept. 30 J1 860 860
G. Rodewald, Capital No. 301

Date Explanation Ref. Debit Credit Balance
Sept. 1 J1 9,630 9,630
G. Rodewald, Drawings No. 306

Date Explanation Ref. Debit Credit Balance
Sept. 30 J1 1,490 1,490
Service Revenue No. 400

Date Explanation Ref. Debit Credit Balance
Sept. 13 J1 500 500
21 J1 800 1,300
30 J1 1,045 2,345
Advertising Expense No. 610

Date Explanation Ref. Debit Credit Balance
Sept. 7 J1 420 420
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PROBLEM 2.5A (Continued)

b. (Continued)

Rent Expense No. 726

Date Explanation Ref. Debit Credit Balance
Sept. 2 J1 690 690
Utilities Expense No. 737

Date Explanation Ref. Debit Credit Balance
Sept. 28 J1 210 210

GRETE KANINES
Trial Balance
September 30, 2024

Debit Credit

CaAS N e $7,545
Accounts receivable..........ccccoeeiiviiii e, 260
Prepaid insurance..........cccoeeevviieeeiiieeeennnnnn, 750
Equipment........ccooooiiiiiii e, 2,640
Accounts payable........cocvvveeeeeeeeeieieeee, $1,170
Unearned revVenuUe ........cccceevvevveevineeeeeennnnnn. 860
G. Rodewald, capital..........ccccoeeveviiiieinnnenn, 9,630
G. Rodewald, drawings .......ccccceeviveevennnennn. 1,490
SErVICE rEBVENUE ....coeeveeiii e 2,345
AdvertiSing eXPensSe......cccveevveeieiiiinneeeenns 420
ReNt eXPeNSEe ....covvniiiiieiee e 690
UtilitiesS eXPense ..., 210

$14.005 $14.005
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PROBLEM 2.5A (Continued)

Taking It Further

While Grete is correct in making the connection that transactions
involving investments, drawings, revenues, and expenses
ultimately have an impact on the owner’s capital account, there
remains a need for these separate accounts. Without them, a
business is unable to report the revenues and expenses on the
income statement, and the investments and drawings by the
owner on the statement of owner’s equity. This detailed
information is relevant and necessary to the users of the financial
statements.
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PROBLEM 2.6A

a. GENERAL JOURNAL
Date Account Titles Debit Credit
May 1 Cash ..o, 44,810
Equipment.......cccoooviiiiiiie, 10,690
J. Abramson, Capital ..................... 55,500

Invested cash and equipment in the business.
1 No entry—not a transaction.

2 Prepaid Insurance .........cccoeeevvvvneennnnn. 3,255
CaSh ., 3,255
Paid insurance in advance.

5 Rent EXPEeNnsSe ....ccovvviiiiiiiiiiiiieeeeieen, 2,275
Prepaid Rent........ccocooeviiiiiiiniieeeen, 2,275
CaSh . 4,550
Paid first and final month’s rent.

8 Equipment.........ccoeiiiiiiiiiiiie e 15,870
Cash...oooiiii 7,150
Notes Payable..........ccccoeveieiininnnnnn. 8,720
Purchased equipment for cash and signed a note.

9 SUPPHES e 570
Cash...ccoiiiiii . 570
Purchased supplies for cash.

15 SUPPHES v 730
Accounts Payable..............coeennnnin. 730
Purchased supplies on account.

17 Accounts Receivable .......ccovvieinin... 3,200
Service Revenue.......cocevcvieeveeinnnn. 3,200
Provided services on account.
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PROBLEM 2.6A (Continued)

a. (Continued)

Date Account Titles Debit Credit
May 22 Telephone EXpense.......ccccoeevvvviveeennnn. 320
Cash..iii . 320
Paid telephone expense.
25 CaSh i, 1,120
Service ReVenuUe.......coccoveveeveennnnn, 1,120

Provided services for cash.

26 J. Abramson, Drawings..........cccccc...... 1,980
CaSh . 1,980
Withdrew cash for personal use by owner.

28 CaSh i, 2,720
Accounts Receivable..................... 2,720

Collection on account.

30 Accounts Payable ........c....cceiveennnnnen. 730
Cash...oooiiii 730
Payment on account.

30 Interest EXpense.......ccoceveeieeineennennnn. 67
Cash...cooiiii 67
Paid interest on note payable.

31 CaASN i 500
Unearned Revenue ...........ccccveun.... 500
Received cash in advance from customer.

31 Salaries EXpense.........ccccevveiieeeeennnnnn. 2,340
Cash..coiiii . 2,340
Paid employee salaries.

Solutions Manual 2.90 Chapter 2
© 2022 John Wiley & Sons Canada, Ltd. Unauthorized copying, distribution, or transmission of this page is prohibited.

omplete Solutions Manual for Accounting Principles, Volume 1, Enhanced eText, Canadian Edition 9th Edition 9th \



https://textslibrary.com/books/9781119786818-solutions

Weygandt, Kieso, Kimmel, Trenholm, Warren, Novak Accounting Principles, Ninth Canadian Edition

PROBLEM 2.6A (Continued)

b.
Cash Accounts Receivable
May May May 17 3,200 | May 28 2,720
1 44,810 2 3,255
25 1,120 5 4,550
28 2,720 8 7,150 Bal. 480
31 500 9 570
22 320
26 1,980
30 730
30 67
31 2,340
Bal. 28,188
2.b.
Supplies J. Abramson, Capital
May 9 570 May 1 55,500
15 730
Bal. 1,300 Bal. 55,500
Prepaid Insurance J. Abramson, Drawings
May 2 3,255 May 26 1,980
Bal. 3,255 Bal. 1,980
Prepaid Rent Service Revenue
May 5 2,275 May 17 3,200
25 1,120
Bal. 2,275 Bal. 4,320
Equipment Interest Expense
May 1 10,690 May 30 67
8 15,870
Bal. 26,560 Bal. 67
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PROBLEM 2.6A (Continued)

b. (Continued)

Unearned Revenue Rent Expense
May 31 500 May5 2,275
Bal. 500 Bal. 2,275
Notes Payable Salaries Expense
May 8 8,720 May 31 2,340
Bal. 8,720 Bal. 2,340
Accounts Payable Telephone Expense
May 30 730 | May 15 730 May 22 320
Bal. 0 Bal. 320
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PROBLEM 2.6A (Continued)

C.
ABRAMSON FINANCIAL SERVICES
Trial Balance
May 31, 2024
Debit Credit
CaAS N e $28,188
Accounts receivable.......ccoccoiiiiiiiiiininen, 480
SUPPHES oo 1,300
Prepaid insurance.........cccccoeeeeiieevineeineennn. 3,255
Prepaid rent........ccccoiiiiiiiiice e, 2,275
Equipment ........ccoooeiiiii e, 26,560
Unearned reVENUE ......coccuveeeeeeeieeeeeeeeenn $500
Notes payable ........cccoooeiiiiiii 8,720
J. Abramson, capital.............cccoeeeiiiiininnnnnn. 55,500
J. Abramson, drawings .........ccceeeeveviieeennnnn. 1,980
SEIVICE TEVENUE ....eveeeeeeeeeeeeeee e e 4 320
INterest eXPense ......covveviiiiiiiiiiieeee 67
Rent expense .....coocoviiiiici i 2,275
Salaries expense........ccooveiiiiii i, 2,340
Telephone expense .......cccceevvveveiieveiiieeeennnn. 320
$69,040 $69.040
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PROBLEM 2.6A (Continued)
Taking It Further

This is not true. The cash account shows an increase of $28,188
during the month of May, whereas the company shows a loss of
$682 for the month ($4,320 — $67 — $2,275 — $2,340 — $320). The
change in the cash account does not reflect profit or loss
because not all transactions that changed cash represent
Increases in revenues or expenses. One of the major sources of
cash during the month is an investment by the owner of $55,500.
This increases owner’s equity but is not a source of revenue for
the company. The company received cash in advance of doing
work (unearned revenue of $500) and performed services in
advance of payment (accounts receivable of $480), as well as
making non-expense payments for services in advance (prepaid
rent and insurance), equipment, and owner drawings. The
statement of cash flows reconciles the changes in the cash
account to its various uses and sources.
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PROBLEM 2.7A

GENERAL JOURNAL
Date Account Titles Debit Credit

May 1 Film Rental Expense..........cccceeveeenn. 25,000
Cash...ooii 10,784
Accounts Payable......................... 14,216
Rented movies for cash and on account.

2 No entry—not a transaction.

7 Advertising Expense.......ccccoeevvieenns 1,090
CaSh .., 1,090
Paid advertising expense.

10 CaASh e 35,940
Admission Revenue ...........c......... 35,940
To record admission revenue.

10 Accounts Payable .........cccccccevveiennnnn. 14,216
Cash ..o 14,216
Payment on account.

15 Film Rental Expense..........cccceeveeenn. 28,600
CaSh ..., 14,300
Accounts Payable......................... 14,300
Rented movies for cash and on account.

25 Accounts Payable ...........ccccceeeieennens 4,990
Cash..ccoooiiii 4,990
Payment on account.

30 Salaries EXpense........cccccccceiveeveennnnnn. 6,230
Cash..ccoooiiii 6,230
Paid employee salaries.
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PROBLEM 2.7A (Continued)

a. (Continued)

Date Account Titles Debit Credit
May 31 Cash....iiiiiiiiiiiiee e, 2,370
Accounts Receivable ........c..c.coeenil. 1,785
Concession Revenue ................... 4 155

31 Cash i, 41,800
Admission Revenue ...........c......... 41,800
To record admission revenue.
31 Mortgage Payable .......c....ccovivevnnnnnnn. 1,185
Interest EXpense ......c.coeveviiiiineennnes 605
CaSh ..., 1,790
To record mortgage payment.
b.and c.
Cash
Date Explanation Ref. Debit Credit Balance
May 1 Balance v 18,900
1 10,784 8,116
7 1,090 7,026
10 35,940 42,966
10 14,216 28,750
15 14,300 14,450
25 4,990 9,460
30 6,230 3,230
31 2,370 5,600
31 41,800 47,400
31 1,790 45,610
Accounts Receivable
Date Explanation Ref. Debit Credit Balance
May 31 1,785 1, 785
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PROBLEM 2.7A (Continued)

b. and c. (Continued)

Land
Date Explanation Ref. Debit Credit Balance
May 1 Balance v 75,000
Buildings
Date Explanation Ref. Debit Credit Balance
May 1 Balance v 69,800
Equipment
Date Explanation Ref. Debit Credit Balance
May 1 Balance v 17,000
Accounts Payable
Date Explanation Ref. Debit Credit Balance
May 1 Balance v 4,990
1 14,216 19,206
10 14,216 4,990
15 14,300 19,290
25 4,990 14,300
Mortgage Payable
Date Explanation Ref. Debit Credit Balance
May 1 Balance v 106,300
31 1,185 105,115
N. Wood, Capital
Date Explanation Ref. Debit Credit Balance
May 1 Balance 4 69,410
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PROBLEM 2.7A (Continued)
b. and c. (Continued)

Admission Revenue

Date Explanation Ref. Debit Credit Balance

May 10 35,940 35,940

31 41,800 77,740
Concession Revenue

Date Explanation Ref. Debit Credit Balance

May 31 4,155 4,155

Advertising Expense

Date Explanation Ref. Debit Credit Balance
May 7 1,090 1,090
Film Rental Expense

Date Explanation Ref. Debit Credit Balance

May 1 25,000 25,000

15 28,600 53,600
Interest Expense

Date Explanation Ref. Debit Credit Balance

May 31 605 605
Salaries Expense

Date Explanation Ref. Debit Credit Balance

May 30 6,230 6,230
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PROBLEM 2.7A (Continued)

d.
SEQUEL THEATRE
Trial Balance

May 31, 2024

Debit Credit
CaASN e $45,610
Accounts receivable ...........ccceeeviiiinnnnn, 1,785
= 0 o 75,000
Buildings .....coovviiiii 69,800
Equipment........ccooooiiiiiiii 17,000
Accounts payable.......ccccccveeeeeeeeeiiiienee, $ 14,300
Mortgage payable .........cc...ooeiiiini, 105,115
N. Wood, capital............ccoeeeiiiiiiiinnnenn, 69,410
AdMISSION reveNnUe..........ccceeveevveeiineenee, 77,740
CoNCesSIioN reVeNUE......ccoeevvevvenineeeeennnnn 4,155
Advertising exXpense......ccccoeeveveeeeennnnnnn, 1,090
Film rental expense .......c.ccccoeeeevevevinnnnnn, 53,600
Interest eXpense ......oovveeviiiiiiiiiiieeieeen, 605
Salaries exXpense .......cccceeeeeveiiieeeiineenenns 6,230

$270,720 $270,720

Taking It Further

The revenues less the expense in the trial balance show a profit
for the month of May of $20,370 ($77,740 + $4,155 — $1,090 -
$53,600 — $605 — $6,230). Although a positive profit is a good
indication of the company’s profitability, it is not sufficient
information to determine whether Sequel Theatre is a sound
business. One month’s transactions do not indicate a pattern of
profitability, in particular for businesses such as theatres where
revenues tend to be seasonal. The financial results for the entire
year should be examined, along with comparative amounts for
previous years, to determine if the company has a trend of
profitability.
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PROBLEM 2.8A

b. GENERAL JOURNAL
Date Account Titles Debit Credit

Dec. 1 Rent EXPENSEe ....cooiiiiiiiiiiiiiiieiieeeeeeeeene 475
CaASN . 475
Paid rent for December.

1 EqQUIPMENTt...coiiiii e, 3,500
Cash. ..o 1,500
Accounts Payable...............c.....l 2,000
Purchased equipment for cash and on account.

3 CaASh 2,500
Notes Payable..........cccoeeveviiiiiiviiiieeee, 2,500
Borrowed cash and signed a note.

4 Accounts Payable .........ccccooiiiiiiiinnn, 2,000
CaSh . 2,000
Payment on account.

A CaASN oo 1,800
Accounts Receivable.........cccceeiniin.. 1,800
Collection on account.

7 Insurance EXPense.......cocoveeiiiiiiiiiennnnns 310
CaASN e 310
Paid insurance for December.

8 SUPPHES e 150
CasSh ..o 150
Purchased supplies for cash.

10 Accounts Payable ...........cccvviiiiiviininnnnn. 2,130
Cash...oiiii 2,130
Payment on account.
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PROBLEM 2.8A (Continued)
b. (Continued)

Dec. 15 Unearned REVENUE........covveeiieiiiiiiainennn, 825
Service REVENUE ......coovvieieiii i 825
Performed services for advance payments.

20 CaSN e 3,300
Service REVENUE ......c..coovevviiiiiieeeen, 3,300
Performed services for cash.

21 Telephone EXpense.......cccooeeveviieeeiiineennnn, 135
Cash ..o, 135
Paid telephone expense.

22 Accounts Receivable ............c....oeel 2,250
Service REVENUE ......ccvvvveiiiiiieeeeen, 2,250

Performed services on account.

24 A. Zhawaki, Drawings........cccccceevevvnnennnnne. 3,000
CaSh ., 3,000
Withdrew cash for personal use by owner.

29 Cash .o, 525
Unearned Revenue ..........c.ccccceeeeenneeee, 525

Received cash in advance from customer.

30 Travel EXpense......cccoociiieeviiiiieeiineeeennn, 695
CasSh ..o 695
Paid travel expense.
31 Notes Payable.......ccccooooiiiiiiiiii, 200
Interest EXpense.......ccoooiiiiiiiiiiiieenneennn. 10
Cash ..o 210

Made principal and interest payment on note.
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PROBLEM 2.8A (Continued)

a. and c.
Cash
Nov.30 2,965 | Dec. 1 475
Dec.3 2,500 1 1,500
4 1,800 4 2,000
20 3,300 7 310
29 525 8 150
10 2,130
21 135
24 3,000
30 695
31 210
Bal.
485
Accounts Receivable
Nov. 30 2,200 |Dec. 4 1,800
Dec. 22 2,250
Bal. 2,650
Supplies
Nov. 30 1,450
Dec. 8 150
Bal. 1,600
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PROBLEM 2.8A (Continued)

a. and c. (Continued)

Accounting Principles, Ninth Canadian Edition

Equipment Service Revenue
Nov.30 17,500 Nov.30 47,075
Dec. 1 3,500 Dec.15 825
Bal. 21,000 20 3,300
22 2,250
Notes Payable Bal. 53,450
Dec.31 200 |Dec. 3 2,500
Bal. 2,300 Insurance Expense
Nov.30 3,410
Accounts Payable Dec. 7 310
Dec. 4 2,000 |Nov.30 4,235 Bal. 3,720
10 2,130 | Dec.1 2,000
Bal. 2,105 Rent Expense
Nov.30 5,225
Unearned Revenue Dec. 1 475
Dec.15 825|Nov.30 825 Bal. 5,700
Dec.29 525
Bal. 525 Telephone Expense
Nov.30 1,485
A. Zhawaki, Capital Dec. 21 135
|Nov.30 19,500 Bal. 1,620
A. Zhawaki, Drawings Travel Expense
Nov.30 31,350 Nov.30 6,050
Dec. 24 3,000 Dec.30 695
Bal. 34,350 Bal. 6,745
Interest Expense
Dec. 31 10
Bal. 10
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PROBLEM 2.8A (Continued)

d.
A TO Z MUSIC
Trial Balance
December 31, 2024

Debit Credit

CaASN e $ 485
Accounts receivable.......ccoccoiiiiiiiiiininen, 2,650
SUPPHES oo 1,600
Equipment ........coooviiii 21,000
Notes payable ..........cceeevvvviiieiieeeeeeeeeee, $ 2,300
Accounts payable........cccoooveiiiiiiiiine, 2,105
Unearned reVENUE .........oeevviieniiiieieeieeens 525
A. Zhawaki, capital.........c....ccoeiiiiinninnnnn.n. 19,500
A. Zhawaki, drawings .........cccoeeeeviiineeeennnnnn. 34,350
SErVICE FEVENUE ..ot 53,450
INSUranCe exXPense .....covveveeviiivineeeeeeaeenn, 3,720
Rent eXpense .....coocvviiiiiciici e 5,700
Telephone expense .......cccceevvvevieeveiieeeennnn. 1,620
Travel eXPeNSe.....ccovcviiiiiiieiieeee e, 6,745
INterest eXPense ......oovveeviiiiiiiiiieeee 10

$77.880 $77.880

Taking It Further

The cash balance has decreased from $2,965 to $485 during the
month of December. This is a substantial decrease from the
opening balance and exposes the company to the possibility of
not being able to pay its outstanding liabilities. The company
borrowed $2,500 at the beginning of December and used this
cash to purchase used equipment for $3,500. Had the company
not borrowed or purchased the additional equipment, the cash
balance for the month would have been $1,695 ($485 + $3,500 —
$2,500 + $210 payment on the note payable). This still represents
a substantial decrease from the November ending balance and is
cause for concern.
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PROBLEM 2.8A (Continued)
Taking It Further (Continued)

During the month of January, the company should collect
outstanding receivables as quickly as possible (in particular,
those amounts still outstanding from November) and reduce
owner drawings. The company will also need to ensure the
additional used equipment generates additional cash as soon as
possible.
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PROBLEM 2.9A

J. SAGGIT
Trial Balance
June 30, 2024

Debit Credit

Cash ..., $ 8,000
Accounts receivable .......coooevvieiiiiiiiini 10,250
SUPPLIES oo 5,000
Prepaid exXpenses........cccceevvveviieveiiieecennnnnn, 3,000
1= 0 o [ 64,000
Equipment.......ccoooeiiiii e, 18,250
Accounts payable..........cccciiiiii e, $ 12,500
Notes payable........cccoooiviiiii 30,000
J. Saggit, capital .........ccccoooeiiiiiiiii 28,000
J. Saggit, drawingsS.........ccccceeveviiiiieeeiiineee, 12,000
SEerIVICE NBVENUE......ceveeviiee et 63,050
ReNt eXPensSe....ccciiiiiii i 4,500
Utilities eXPense.....cccooevviiiieiiiie e, 550
Salaries eXpense .......cccoeeveeviieeeiiie e 7,500
Interest eXpense ... 500

$133,550 $133,550
Taking It Further

J. Saggit is incorrect in his belief. While the ledger and the trial
balance may be in balance, omissions or duplications of entries
as well as entries to incorrect accounts may cause the financial
statements to be incorrect and therefore not error free.
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PROBLEM 2.10A

a.
NICHOLAS MARKETING SERVICES
Income Statement
Year Ended December 31, 2024
Revenues
SEIVICE FTEVENUE ... $35,800
Expenses
Interest eXpense ......cccccccceeeeeeeeeeeeeen, $ 150
Rent expense ......cccovevviiciiiiieiicece, 6,600
Salaries expense.......ccooeceeeeiiiieiieeennn. 12,555
Telephone expense ......cccceeeevvviieeennnnn. 1,540
Total eXPeNnSes ....coovvvviiiiiiee e 20,845
Profit fortheyear ........cccooiiiiiiii e, $14,955
b.
NICHOLAS MARKETING SERVICES
Statement of Owner's Equity
Year Ended December 31, 2024
O. Nicholas, capital, January 1, 2024..................... $ 34,460
Plus: Profit fortheyear......cccooviiiiiiiiii, 14,955
49,415
LeSS: DrawingS..cocccciiiiieiiiieeiiie e e e e e 3.600
O. Nicholas, capital, December 31, 2024 ............... $45,815
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PROBLEM 2.10A (Continued)

C.

NICHOLAS MARKETING SERVICES
Balance Sheet
December 31, 2024

Assets

CaASN e s $5,500
Accounts receivable ..., 20,380
SUPPLIES e 3,320
Prepaid iNSUranCe .........cooeeviieiiie e 4 450
Prepaid rent ..., 2,265
EQUIPMENT ..o, 27,400

TOtaAl ASSELS .iviieii i $63,315

Liabilities and Owner's Equity

Liabilities
UNEArNEd rEBVENUE ......ee e $ 2,500
Notes payable........oooiriii 15,000
Total HabilitieS ... 17,500
Owner's Equity
O. Nicholas, Capital ........ccccoceviiiiiiii e, 45,815
Total liabilities and owner's equity ................. 63,315

Taking It Further

Nicholas Marketing Services performed well, realizing a profit for
the year. A large portion of its revenues remain uncollected and
are reported in accounts receivable at the end of the year. In
addition, if the notes payable are due in the near future, there
would not be enough cash on hand to meet this obligation.
Nicholas should be monitoring the collection of its accounts
receivable closely.
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PROBLEM 2.11A

a. GENERAL JOURNAL
Date Account Titles Debit Credit
Feb. 1  Advertising EXpense.........cccccevvvvivnnennns 430
CasSh...coiiii e, 430
Paid for advertising expense.
2 RentEXpense......ccoociiiiiiiiiiiiiiineenn, 1,050
Cash...ooo 1,050
Paid rent for first two weeks of February.
3 CaASH e 4 240
Service ReVeNUEe......cccoeevvveveiiannnn, 4 240

4 CaAS e 720
Accounts Receivable.......ccccoceeeenn. .. 720
Collection on account.

6 Accounts Payable ........ccccooooiiiiiiinn, 970
Cash..oooii 970
Payment on account.

14  Salaries Expense.......ccccccceeiveviiiiecennnnnnn, 400
CasSh...cciiii e, 400
Paid employee salaries.

15 Rent EXPENSEe ....ccuviiviiiiiiiieeiee 1,050
CaSh e 1,050
Paid rent for last two weeks of February.

23  Accounts Receivable............coevvvnnnn. 1,475
Service Revenue........ccccooeeevvevinneennn, 1,475

Performed services on account.
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PROBLEM 2.11A (Continued)

a. (Continued)

Feb.26  Telephone Expense......cccccceiviviinnnnns 185
CasSh...coiiii e, 185
Paid for telephone expense.
27  Cash ., 2,830
Unearned Revenue............ccocceunneeee. 2,830

Received cash in advance from customer.

27  D. Scoffin, Drawings ........ccccoeevvvvieeeennnn. 575
Cash...ooo 575
Withdrew cash for personal use by owner.

29 Salaries EXpense.......cccoeveeveiieevineeennnnn. 400
CaSh..ccciiie 400
Paid employee salaries.

29 Prepaid Rent.........ccoovviiiiiiieeen, 1,050
CaSh . 1,050

Paid rent for first two weeks of March.
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PROBLEM 2.11A (Continued)

b.and c.
Cash Prepaid Rent
Jan.31 2,100 Feb. 1 430 Feb.29 1,050
Feb. 3 4,240 2 1,050 Bal. 1,050
4 720 6 970
14 400 Equipment
15 1,050 Jan.31 12,400
27 2,830 26 185
27 575 Bal.12,400
29 400
29 1,050 Accounts Payable
Bal. 3,780 Jan.31 1,470
Feb. 6 970
Accounts Receivable Bal. 500
Jan.31 720 Feb. 4 720
Feb.23 1,475 Unearned Revenue
Bal. 1,475 Feb. 27 2,830
Bal. 2,830
D. Scoffin, Capital
Jan.31 13,750
Bal. 13,750
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PROBLEM 2.11A (Continued)

b. and c. (Continued)

D. Scoffin, Drawings
Feb. 27 575
Bal. 575

Service Revenue

Feb. 3 4,240
Feb. 23 1,475
Bal. 5,715

Advertising Expense
Feb. 1 430

Telephone Expense
Feb. 26 185

Rent Expense

Feb. 2 1,050
Feb. 15 1,050
Bal. 2,100
Salaries Expense
Feb. 14 400
Feb. 29 400
Bal. 800
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PROBLEM 2.11A (Continued)

d.
YH CURLING SCHOOL
Trial Balance
February 29, 2024
Debit Credit
CaAS N e $ 3,780
Accounts receivable ..o, 1,475
Prepaid rent ..o, 1,050
Equipment ..o 12,400
Accounts payable ..........cccoeevivviieeeee e, $ 500
Unearned reVeNUEe........ccooeevvevviiieeeeiiiiineeeeeenns 2,830
D. Scoffin, capital .............cooeiiiiiii 13,750
D. Scoffin, drawings.........cccoovviviiiieviiieceei, 575
SEerVICE FEVENUE.......ui it 5,715
Advertising eXpense .......ccccceeeeveiiieeeiiineeeeien, 430
Telephone expense.....cccoeeiiveiiieviiiie e, 185
Rent exXpense.....ccccoviviiici i 2,100
Salaries eXPeNSe .....ccccvveveeiiieeeiie e 800
$22,795 $22,795
e.
YH CURLING SCHOOL
Income Statement
Month Ended February 29, 2024
Revenues
SEIVICE FEVENUE ....ceeeeeiiiiie e e eee et e e e e e e e e eearaannns $5,715
Expenses
Advertising eXpense........ccccvvvviiiiieeeeeeeennn, $430
Telephone expense .......covvviiiiiivieiiineee, 185
ReNt eXPENSEe ..., 2,100
Salaries eXpPense .......cccceeveveiiiieeeiie e 800
Total EXPENSES ..o 3,515
Profit forthe month...............coo 2,200
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PROBLEM 2.11A (Continued)

f.
YH CURLING SCHOOL
Statement of Owner's Equity
Month Ended February 29, 2024
D. Scoffin, capital, February 1, 2024 ............cccccceevnnnneenn. $13,750
Add: Profit forthemonth .......ccoeeveiiiiiiie, 2,200
15,950
TR B = LY o P 575
D. Scoffin, capital, February 28, 2024 ...........c...ccceneeen... $15.375
g.
YH CURLING SCHOOL
Balance Sheet
February 29, 2024
Assets
(OF: 1] o $ 3,780
ACCOUNES FreCeIVADIE ..., 1,475
Prepaid rent ... 1,050
EQUIPMENT L. 12,400
TO Al ASSBES it $18,705
Liabilities and Owner's Equity
Liabilities
Accounts payable.........ciiiii $ 500
UNEArNEd FEVENUE .....eeiieeieeee e e e e ae e 2,830
Total HabilitIeS e 3,330
Owner's Equity
D. Scoffin, capital .......ccoovvviiiii e 15,375
Total liabilities and owner's equUIty ........cccoeevveevnnnnnn. 18,705
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PROBLEM 2.11A (Continued)
Taking It Further

The payments to YH Curling Club for February ice rental are an
expense as they are a cost of the month to have a rink available
to deliver the services performed by the school during the month.
They are not an asset because there is no future benefit beyond
the end of the month. However, the February 29 ice rental
payment is for March ice rental, and thus has not been used yet,
and therefore it is an asset as it has a future benefit.
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PROBLEM 2.12A

a.
MINDFUL MEDITATION
Income Statement
Year Ended December 31, 2024

Revenues

SEIVICE TEVENUE ...ueeieeeeeieee et e e eeeaans $85,050
Expenses

Interest EXPeNnSe ......ooeeeevvvviieiiiiiiee e, $ 550

Rent eXpense .....coooviiiiiiiceeee 15,500

Salaries expense ......cocccoeveiieevie e, 36,500

Telephone expense .....ccccceevveveiiieceiiceeeeennnn. 2,510

Total eXPenses.....ccovvevivveiii e, 55,060
Profit for the year ..o 29,990
b.

MINDFUL MEDITATION
Statement of Owner's Equity
Year Ended December 31, 2024
E. Mendes, capital, January 1, 2024.................coeeeee.. $16,845
Add: Profitfortheyear.....cccooiiiiiiiiiiiie e, 29,990
46,835

TSR B = LY o P 24,000
E. Mendes, capital, December 31, 2024 ......................... $22.835
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PROBLEM 2.12A (Continued)

C.
MINDFUL MEDITATION
Balance Sheet
December 31, 2024
Assets
(OF= 1] o $ 12,230
Accounts receivable .........cooiiiiiii i 5,400
SUPPHES oo 1,120
Prepaid INSUTANCEe ......c.uuiiiiiiie e 2,145
EQUIPMENT ..o 15,200
Total @SSElS...uuniiiiiii i $36.095
Liabilities and Owner's Equity
Liabilities
Accounts payable..........ccoiiii i, $ 3,260
Notes payable ... 10,000
Total HabilitieS ..cueeieie e 13,260
Owner's Equity
E. Mendes, capital .........ccooeiiiiiiiii 22,835
Total liabilities and owner's equity ..........ccccceeevvnnnee.. $36.095

Taking It Further

Thereis adifference between cash collected from customers and
revenue in any accounting period. Although the yoga studio has
earned revenue, it has not necessarily collected all of the cash
from providing the services. Also, some of the cash collected in
2024 may be for services provided in 2023.
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PROBLEM 2.13A

SUPER DELIVERY SERVICE
Trial Balance
August 31, 2024

Debit Credit
Cash (to balance debits = credits?®)........... $ 6,301
Accounts receivable .........ccccoeeiiiiiiiiiin, 4,226
SUPPLIES 299
Prepaid insurance..........cccceevevvevineeveiineeeenns 358
Equipment ..o 49,660
Notes payable........cccooveiiiiiiiii e, $19,480
Accounts payable ......ccccooviiiiiiiiee 3,250
Salaries payable.........cccooiiiiiiii 883
Unearned revenuUe..........coovevviiiieeeeevinnnneenn, 643
T. Rowe, capital .......cc.cooeiiiiiiiiiiiiice, 48,840
T. Rowe, drawingsS.......ccoooveveviieeiiiieeeinnnee, 25,000
SEerVICE rBVENUE.......uii i 37,800
Utilities eXpense.......cccoevvevviiieiiiie e, 12,177
INSUrance exXPensSe.....ccooveeveeneeiieeineeieennens 2,016
INnterest eXpense.....ccovvveiiiiiei e, 1,006
Repairs eXpense......cccceevvevevieeviineeeiineeeennn 1,549
Salaries exXpense......ccoccceevviiieeiieeiiie e 5,698
Supplies expense.......ccccceveveiiiiiiiiiie e, 2,606

$110,896 $110,896
* Total debits without cash = $104,595

$110,896 — $104,595 = $6,301
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PROBLEM 2.13A (Continued)

b.
SUPER DELIVERY SERVICE
Income Statement
Year Ended August 31, 2024
Revenues
SEIVICE FTEVENUE .. vttt e e ae s $37,800
Expenses
Utilities eXpense ......coooeevveeeeviiieeeeiieeeeen $12,177
InNSurance expense ......ccovceveeeveieineeneennnn. 2,016
Interest eXpense .....ccccovvveieiiiiiei e, 1,006
Repairs eXpense ......cccoeeveveeeeverneeeennneennnns 1,549
Salaries exXpense ......cccooeevveiiieeiiiieeeeiinnnn, 5,698
Supplies expense ......ccoooeveiiiiiiiiieecennnnne, 2,606
Total eXPeNSES .....covvviiiiiie e 25,052
Profit for theyear ......cccooooviii i, 12,748
SUPER DELIVERY SERVICE
Statement of Owner's Equity
Year Ended August 31, 2024
T. Rowe, capital, August 31, 2023 .........cccceeveeevneeenn, $48,840
Plus: Profit fortheyear.......cccoooviiiiiiiiiiien 12,748
61,588
LeSS: DrawingsS .iuuoeieeeiiieeiiiie e et e e e e e e 25,000
T. Rowe, capital, August 31, 2024 ..........cccoeeeveveeenn, $36.588
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PROBLEM 2.13A (Continued)

b. (Continued)

SUPER DELIVERY SERVICE
Balance Sheet
August 31, 2024

Assets
(OF= 1] o [T $6,301
Accounts receivable ..., 4 226
SUPPLIES e 299
Prepaid INSUraNCe .......cooevvvviiiiiic e 358
EQUIPMENt ..o 49,660
Total @SSetS. ..., $60.844

Liabilities and Owner's Equity

Liabilities
Notes payable ..o $19,480
Accounts payable........cciiiiiii e 3,250
Salaries payable ... 883
Unearned reVeNUE ........cccuviiveiiiiieiiiee e eeeeineeeeens 643
Total HabilitieS ..., 24,256
Owner's Equity
T. Rowe, capital .........cooeveiiiiiiiii e, 36,588
Total liabilities and owner's equity .................. $60.844
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PROBLEM 2.13A (Continued)
Taking It Further

Tom Rowe has withdrawn almost twice as much cash compared
to the profit. This has resulted in a net decrease to the owner’s
capital account. Tom’s drawings have left the company with a
low level of liquid assets (Cash of $6,301 + Accounts receivable
of $4,226 = $10,527) to pay off liabilities (Notes payable of $19,480
+ Accounts payable of $3,250 + Salaries payable of $883 =
$23,613). Tom’s drawings should be based on his cash budget
for the coming year and leave the company with sufficient cash
to meet its liabilities and to be able to grow.

LO 4 BT: AP Difficulty: S Time: 45 min. AACSB: None CPA: cpa-t001 CM: Reporting
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PROBLEM 2.14A

a. 1. Correct
2. Correct
3. Incorrect
4. Incorrect
5. Incorrect
6. Incorrect
7. Incorrect
8. Incorrect
9. Incorrect
10. Incorrect
b.
1 2 3 4 5
1
2
3 | No |Interest Understated Yes Increase by
Revenue $750 $750
4 | Yes | Salaries Overstated Yes Yes
Expense $1,000
Drawings Understated
$1,000
5 |Yes | Unearned | Overstated Yes Decrease by
Revenue $325 $325
Service Understated Increase by
Revenue $325 $325
6 |No | Supplies Understated Increase Yes
$1,540 $1,540
7 |No |Unearned |Understated Yes Increase by
Revenue $500 $500
8 | Yes | Cash Overstated Decrease by Decrease by
$495 $495 $495
Salaries Overstated
Payable $495
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PROBLEM 2.14A (Continued)

b. (Continued)

1 2 3 4 5
9 |No | Equipment | Overstated Decrease by Yes
$3,600 $3,600
10 | Yes | Utilities Understated Increase by Increase by
Expense $650 $650 $650
Accounts Understated
Payable $650

Taking It Further

Disagree. Even though the trial balance is balanced, uncorrected
errors misstate the financial position of the company.

For example:

4. This error overstates Salaries Expense and thereby lowers
profit on the income statement.

8. This error shows higher liabilities by overstating Salaries
Payable and higher assets by overstating Cash.

10. This error understates Utilities Expense and understates
Accounts Payable. It results in a higher profit on the income
statement because of the unrecorded expense that was
incurred in generating the profits.

LO 4 BT: AN Difficulty: M Time: 35 min. AACSB: Analytic CPA: cpa-t001 CM: Reporting
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PROBLEM 2.15A

a.
WINTER CO.
Trial Balance
June 30, 2024
Debit Credit
Cash ($2,835 + $570 - $750) .....cveieeeeiiiiiiiiiiiieennn. $ 2,655
Accounts receivable ($1,861 + $750 — $570
+ 35980 —F98) ... 2,923
Prepaid insurance (correct balance provided).... 655
Supplies ($500 + $360).......cceevvvereeereeerrrerrererreennnee. 860
Equipment ($7,900 — $360) .........coeeeeiiiiieiinnnn. 7,540
Accounts payable ($2,695 + $608— $806)............. $ 2,497
Unearned revenue (correct balance provided) ... 1,855
F. Winter, capital (correct balance provided)...... 11,231
F. Winter, drawings ($800 + $400)..............cc........ 1,200
Service revenue ($3,460- $3,460 + $4,360).......... 4,360
Office expense ($1,010 + $500).........cccevvvveveeeeenennns 1,510
Salaries expense ($3,000 — $400) ..........ccvvvvveeneeee. 2,600

$19,943 $19,943

Taking It Further

There could still be errors after correcting the items identified.
The errors could be counter-balancing errors that affect both the
debit and credit side equally, such as a transposition error in
recording a journal entry that affects both the debit and credit
sides, or errors that counter-balance on the debit side, or on the
credit side, of the trial balance (items #1, 2, and 6). The trial
balance could also be in balance and not show transactions that
have been omitted but that should have been recorded.

LO 4 BT: AN Difficulty: M Time: 40 min. AACSB: Analytic CPA: cpa-t001 CM: Reporting
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PROBLEM 2.1B

Account Credited

3.

Effect
+ $525

+ $1,055
+ $420

18).
+ $1,500

+ $500
+ $1,085
- $420
+ $1,085

+ $5,000

a. Account Debited
1. 2.
Trans- Specific
action Basic Type Account
Jan. 2* Owner’s Rent Expense
Equity
4 Asset Cash
5 Asset Supplies
7 No transaction now (see Jan.
10 Asset Cash
12 Owner’s K. Battistella,
Equity Drawings
18 Asset Accounts
Receivable
25 Liability Accounts
Payable
27 Asset Cash
28 Asset Cash
29 Asset Equipment

+ $1,950

1.

Basic Type

Asset
Owner’s
Equity
Liability
Liability
Asset
Owner’s
Equity
Asset
Asset
Liability

Asset

Solutions Manual

2.125

Chapter 2

© 2022 John Wiley & Sons Canada, Ltd. Unauthorized copying, distribution, or transmission of this page is prohibited.

Access Complete Solutions Manual for Accounting Principles, Volume 1, Enhanced eText, Canadian Edition 9th Edition 9th Weygandt

2.
Specific
Account

Cash

Service
Revenue
Accounts

Payable

Unearned
Revenue
Cash

Service
Revenue
Cash

Accounts
Receivable
Notes
Payable
Cash

3.

Effect
- $525

+ $1,055

+ $420

+ $1,500
— $500
+ $1,085
— $420
- $1,085
+ $5,000

- $1,950
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PROBLEM 2.1B (Continued)

*Solution provided in text.

b.
GENERAL JOURNAL

Date Account Titles Debit Credit
Jan. 2 Rent EXPEeNnSe ....ccoviiiiiiiiiiiiiiiieiineeenn, 525

CaASN e, 525

Paid rent for January.

4 CaSh s 1,055
Service ReVenUEe......c.vvevveiieiciiiaennn, 1,055

Performed services for cash.

5 SUPPHES i, 420
Accounts Payable............................ 420
Purchased supplies on account.

7 No transaction at this time.
10 CasSh o 1,500

Unearned Revenue .........cocveveveeenn... 1,500
Received cash in advance from customer.

12 K. Battistella, Drawings.........cccccceeuunn.... 500
Cash ..o, 500
Withdrew cash for personal use by owner.

18 Accounts Receivable ..........ccccceeeeeeenn, 1,085
Service Revenue...........cccccceeeieeeeennn, 1,085

Performed services on account.

25 Accounts Payable .........cccccceiiiiiiiiiiinnnnn. 420
Cash .o, 420
Payment on account.
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PROBLEM 2.1B (Continued)
b. (Continued)
Jan. 27 CaSh .. 1,085

Accounts Receivable........................ 1,085
Collection on account.

28 Cash ..o 5,000
Notes Payable..........cccceeviiiiiiiiennnnnn, 5,000
Borrowed cash and signed a note.

29 Equipment.......cccooiiiiiiiiiiiieee e 1,950
Cash...cooiii 1,950

Purchased equipment for cash.

Taking It Further

Cash is an asset and is on the left-hand side of the accounting
equation. When cash is received, it increases the balance, and
when cash is paid out, it decreases the balance. To decrease an
asset, it is credited, so a credit to cash decreases cash.

LO 1,2 BT: AP Difficulty: S Time: 30 min. AACSB: None CPA: cpa-t001 CM: Reporting
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PROBLEM 2.2B

GENERAL JOURNAL

Date Account Titles Debit Credit
May 1 Cash ..., 70,000
D. Tanner, Capital ...........ccceiveiennnnenn, 70,000
Invested cash in business.

S LaNd oo 225,000
Building.....cooooovviiiiii 75,000
Equipment.......cccooooiiiiiiiin 55,000

CaSh . 35,000
Notes Payable..........cccoeevvviiiiievinnnnnn, 320,000

Purchase land, building, and equipment
for cash and signed a note.

3 Insurance EXPense.......ccoovvvviiieeiniieinnnennn. 780
CasSh ..o 780
Paid insurance expense.

8 Advertising Expense......c..ccceeiveeiiiinen, 1,950
Cash. ..o, 1,950
Paid advertising expense.

15 CaASh o 5,400
Service ReVeNUEe ......c..ovevveviiiiiieieen, 5,400
Performed services for cash.

16 Salaries EXpense......ccccccoeeeviieeiineeinneeennn. 2,600
CaASh e 2,600
Paid employee salaries.
20 CaASh e 500
Accounts Receivable ...........ccoeevviiinnn. 2,250
Service Revenue.......cocoevevvieiiiiinninnnn, 2,750

Performed services for cash and on account.
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PROBLEM 2.2B (Continued)

Date Account Titles Debit Credit

May 22 No entry required

29 CaASh oo, 2,250
Accounts Receivable.........ccccveviian.. 2,250
Collection on account.

Service ReVENUE ....c.oviieeieeeeiaaean 5,750
Performed services for cash.

31 Interest EXPense.....ccccovvviiiviiiiiiieieeieeannn, 1,200
Notes Payable.........ccoooeviiiiiiiiiiicieeeenn, 5,333
CaSh ., 6,533
Made principal and interest payment on note.
31 D. Tanner, DrawingsS.....cccccccceeveeeivnneeennnnn. 1,800
Cash. ..o, 1,800
Withdrew cash for personal use by owner.
31 Salaries EXpense........cccooeeeveiiiieviiineennnnnn. 3,800
Cash. ..o, 3,800

Paid employee salaries.
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PROBLEM 2.2B (Continued)
Taking It Further

The purpose of the journal entries is to show the debit and credit
effects of each transaction on specific accounts. This helps to
prevent and locate errors because the debit and credit amounts
in the entry must balance. The journal entries also provide a
chronological record of transactions, explain the transaction,
and identify source documents.

The next step in the recording process is to transfer the
information to the ledger by posting the transactions to specific
ledger accounts. Dustin should find the information generated by
this next step more useful since posting transactions to the
ledger will update the ledger account balances. Once this step is
completed, a trial balance can be prepared from the ledger
accounts as can the financial statements.

LO 2 BT: AP Difficulty: S Time: 20 min. AACSB: None CPA: cpa-t001 CM: Reporting
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PROBLEM 2.3B

Apr. 1 Cash ., 27,750
A. Rai, Capital........ccoooeeveiiiiiincennn, 27,750
Invested cash in business.

2 Equipment........ccoooiiiiii e, 5,000
Notes Payable..........ccccoeviiiiiiininnnnnn, 5,000
Purchased equipment and signed a note.

3 SUPPHES e 250
Accounts Payable ..............ccooooenenii. 250
Purchased supplies on account.

B Cash o, 6,300

Accounts Receivable ........................... 5,950
Service Revenue...........cccoeeeeveieeeen, 12,250

Performed services for cash and on account.

10 A. Rai, Drawings .....ccccoeeeviiiiiiiiiieeeennnnnn, 4,300
Cash ..o, 4,300
Withdrew cash for personal use by owner.

13 Accounts Payable ..........ccccoooiviiiiiinnnn, 250
Cash ..o 250
Payment on account.

15 Cash i 2,450
Unearned Revenue ...........cccccccouunne... 2,450

25 CaASN e 5,950
Accounts Receivable...........c.cc.c....... 5,950
Collection on account.
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PROBLEM 2.3B (Continued)

a. (continued)

Apr. 26 Office EXPENSEe ...cooovevviviveiiiiiieiieeeeii 1,200
CaSh ., 1,200
Paid office expense.
30 Interest EXpPense......cccccoevveiiiiiiniiiineennn. 45
Cash. .o 45

Paid interest on note payable.

Taking It Further

Assets are on the left side of the basic accounting equation and
liabilities and owner’s equity are on the right side of the basic
accounting equation. Since debits are on the left side, and assets
are also on the left side, the normal balance of an asset is a debit
balance.

Since credits are on the right side and liabilities are on the right
side, the normal balance of a liability is a credit balance. The
same is also true for owner’s equity. Revenues increase owner’s
equity and therefore also have a normal credit balance. But
expenses and drawings are decreases to owner’s equity and
thus have a normal debit balance.

LO 2 BT: AP Difficulty: S Time: 25 min. AACSB: None CPA: cpa-t001 CM: Reporting
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PROBLEM 2.4B

a.
J1
Date Account Titles Ref. Debit Credit
Apr. 1 Cash.....cooiii e, 101 45,000
B. Fair, Capital....................... 301 45,000
Invested cash in business.
1 No entry—not a transaction.
2 RentEXpense ......ccoccceiviiiiniiiinnnnnn. 729 800
Cash o 101 800
Paid rent for the month.
3 Supplies .o, 126 1,500
Accounts Payable................. 201 1,500
Purchased supplies on account.
10 Accounts Receivable........cc.......... 112 1,800
Service Revenue.........c......... 400 1,800
Performed services on account.
11 CaASh oo 101 500
Unearned Revenue................ 209 500
Received cash in advance from customer.
20 CaSh ..o 101 1,500
Service Revenue........cc......... 400 1,500
Performed services for cash.
30 Salaries EXpense......ccccoeevevveenennnn. 726 2,000
CaSh ..o 101 2,000
Paid secretary-receptionist salary.
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PROBLEM 2.4B (Continued)

a. (continued)

Apr. 30 Accounts Payable......................... 201 600
Cash..cooeiiiiii, 101 600
Payment on account.
b.
Cash No. 101
Date Explanation Ref. Debit Credit Balance
Apr. 1 J1 45,000 45,000
2 J1 800 44,200
11 J1 500 44,700
20 J1 1,500 46,200
30 J1 2,000 44,200
30 J1 600 43,600
Accounts Receivable No. 112
Date Explanation Ref. Debit Credit Balance
Apr. 10 J1 1,800 1,800
Supplies No. 126
Date Explanation Ref. Debit Credit Balance
Apr. 3 J1 1,500 1,500
Accounts Payable No. 201
Date Explanation Ref. Debit Credit Balance
Apr. 3 J1 1,500 1,500
30 J1 600 900
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PROBLEM 2.4B (Continued)

Accounting Principles, Ninth Canadian Edition

Unearned Revenue No. 209
Date Explanation Ref. Debit Credit Balance
Apr. 11 J1 500 500
B. Fair, Capital No. 301
Date Explanation Ref. Debit Credit Balance
Apr. 1 J1 45,000 45,000
Service Revenue No. 400
Date Explanation Ref. Debit Credit Balance
Apr. 10 J1 1,800 1,800
20 J1 1,500 3,300
Salaries Expense No. 726
Date Explanation Ref. Debit Credit Balance
Apr. 30 J1 2,000 2,000
Rent Expense No. 729
Date Explanation Ref. Debit Credit Balance
Apr. 2 J1 800 800
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PROBLEM 2.4B (Continued)

C. BARBARA FAIR, ARCHITECT
Trial Balance
April 30, 2024
Debit Credit

CaAS N e $43,600
Accounts Receivable.........ccooovvviiiennnn. 1,800
SUPPLIES o, 1,500
Accounts Payable.........ccccccveeeeeeieiiiiiennnne, $900
Unearned REVENUE .......ccovvvvvviiiiiiiieene, 500
B. Fair, Capital ........ccccooooviiiiiiii i 45,000
Service ReVEeNUE.......c.covvvviiiiiiiieieeeeea 3,300
Salaries EXpense .......ccoooviviiiiiiiiineciiee, 2,000
Rent EXPENSEe.....coveviiiiiiiiiiiccceci e 800

$49,700 $49,700

Taking It Further

Barbara is not correct. Debits mean left and credits mean right.
Whether we debit or credit an account depends on the type of
account (asset, liability, or owner’s equity) and whether the
account is increasing or decreasing. For example, if we buy
equipment with cash, we debit an equipment account and credit
a cash account. Just because this transaction reduces (credits)
the cash account, it does not mean it is bad. It means a
transaction has taken place that has used some of the cash of
the entity and this needs to be reflected in the books.

LO 1,2,3,4 BT: AP Difficulty: M Time: 50 min. AACSB: None CPA: cpa-t001 CM: Reporting
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PROBLEM 2.5B

a.
GENERAL JOURNAL
Date Account Titles Ref. Debit Credit
Aug. 1 Cash .o, 101 25,000
T. Nguyen, Capital .................. 301 25,000
Invested cash in business.
1 Rent EXPEeNnse .....ccoovvvvvviviiiinnnnns 726 750
Cash...cooooviiiiii i, 101 750
Paid August rent.
2 Utilities Expense......cccocevveveevnnnnn. 737 250
Cash....cccoiviiiiii e, 101 250
Paid utilities expense.
3 Equipment.......ccccoeviviiiiiiiieeen, 151 5,250
Cash...ccoooiiiiiiii e, 101 5,250
Purchased equipment for cash.
5 SUupplieS ccooviiiieiiiiiiiiie e, 126 675
Accounts Payable................... 201 675
Purchased supplies on account.
8 Accounts Receivable. .................. 112 1,270
Service Revenue.......c..cccuue.... 400 1,270
Performed services on account.
12 Advertising Expense................... 610 945
Cash....cccoooeeiiiii e, 101 945
Paid advertising expense.
20 Cash ..ooiiiiiiiii 101 1,320
Service Revenue..................... 400 1,320
Performed services for cash.
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PROBLEM 2.5B (Continued)

a. (Continued)

Aug. 24 Cash ....cccooiiiiiiiiie e, 101 2,500

Unearned Revenue................. 209 2,500
Received cash in advance from customer.

25 Accounts Payable ....................... 201 675
CaSh . 101 675
Payment on account.

28 CaSh oo 101 970
Accounts Receivable.............. 112 970

Collection on account.

29 T. Nguyen, Drawings................... 306 1,225
Cash..ooooiiii 101 1,225
Withdrew cash for personal use by owner.
31 Utilities Expense.......cccccceevevennnn. 737 225
Accounts Payable................... 201 225
Received utility bill.
b.
Cash No. 101
Date Explanation Ref. Debit Credit Balance
Aug. 1 J1 25,000 25,000
1 J1 750 24,250
2 J1 250 24,000
3 J1 5250 18,750
12 J1 945 17,805
20 J1 1,320 19,125
24 J1 2,500 21,625
25 J1 675 20,950
28 J1 970 21,920
29 J1 1,225 20,695
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PROBLEM 2.5B (Continued)

b. (Continued)

Accounts Receivable No. 112

Date Explanation Ref. Debit Credit Balance
Aug. 8 J1 1,270 1,270
28 J1 970 300
Supplies No. 126

Date Explanation Ref. Debit Credit Balance
Aug. 5 J1 675 675
Equipment No. 151

Date Explanation Ref. Debit Credit Balance
Aug. 3 J1 5,250 5,250
Accounts Payable No. 201

Date Explanation Ref. Debit Credit Balance
Aug. 5 J1 675 675
25 J1 675 0
31 J1 225 225
Unearned Revenue No. 209

Date Explanation Ref. Debit Credit Balance
Aug. 24 J1 2,500 2,500
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PROBLEM 2.5B (Continued)

b. (Continued)

T. Nguyen, Capital No. 301

Date Explanation Ref. Debit Credit Balance
Aug. 1 J1 25,000 25,000
T. Nguyen, Drawings No. 306

Date Explanation Ref. Debit Credit Balance
Aug. 29 J1 1,225 1,225
Service Revenue No. 400

Date Explanation Ref. Debit Credit Balance
Aug. 8 J1 1,270 1,270
20 J1 1,320 2,590
Advertising Expense No. 610

Date Explanation Ref. Debit Credit Balance
Aug. 12 J1 945 945
Rent Expense No. 726

Date Explanation Ref. Debit Credit Balance
Aug. 1 J1 750 750
Utilities Expense No. 737

Date Explanation Ref. Debit Credit Balance
Aug. 2 J1 250 250
31 J1 225 475
Solutions Manual 2.140 Chapter 2

© 2022 John Wiley & Sons Canada, Ltd. Unauthorized copying, distribution, or transmission of this page is prohibited.

omplete Solutions Manual for Accounting Principles, Volume 1, Enhanced eText, Canadian Edition 9th Edition 9th \



https://textslibrary.com/books/9781119786818-solutions

Weygandt, Kieso, Kimmel, Trenholm, Warren, Novak  Accounting Principles, Ninth Canadian Edition

PROBLEM 2.5B (Continued)

C.
NGUYEN IMPORT SERVICES
Trial Balance
August 31, 2024

Debit Credit

CaASN e $20,695
Accounts receivable .......c.ccoceiiiiiiiiieeennnn. 300
SUPPLIES oo 675
Equipment.......ccoooeiiiiiiii e, 5,250
Accounts payable........ccccceeeeiiiiiiiiiiirieenn. $ 225
Unearned revVenUEe ..........ccevviieeeeeiiinnneeeeennns 2,500
T. Nguyen, capital........c...cceveveiiiiiiiiiinee, 25,000
T. Nguyen, drawings ........cccoeeevvvviieeeinnneennn. 1,225
SEerIVICE NBVENUE......ceieeviieeeeeeiie e 2,590
Advertising exXpense .......ccceeevveeeieeerieenennnn. 945
Rent eXpense. ... 750
Utilities eXpense.....cccoovviiiiviiiiieveii e, 475

$30.315 $30,315

Taking It Further

While Thanh is correct in making the connection that
transactions recorded to the drawings, revenue, and expense
accounts ultimately impact the owner’s capital account, there
remains a need for these separate accounts. Without them, a
business is unable to report the revenues and expenses on the
income statement, and the drawings by the owner as reported on
the statement of owner’s equity. This detailed information is
relevant and necessary to the users of the financial statements.

LO 2,3,4 BT: AP Difficulty: M Time: 50 min. AACSB: None CPA: cpa-t001 CM: Reporting

Solutions Manual 2.141 Chapter 2
© 2022 John Wiley & Sons Canada, Ltd. Unauthorized copying, distribution, or transmission of this page is prohibited.

omplete Solutions Manual for Accounting Principles, Volume 1, Enhanced eText, Canadian Edition 9th Edition 9th \



https://textslibrary.com/books/9781119786818-solutions

Weygandt, Kieso, Kimmel, Trenholm, Warren, Novak  Accounting Principles, Ninth Canadian Edition

PROBLEM 2.6B

a. GENERAL JOURNAL
Date Account Titles Debit Credit
NOV. 1 CasSh oo 35,000
Equipment.......cccoooviiiiiiie, 12,000
H. Kiersted, Capital ........................ 47,000

Invested cash and equipment in the business.

2 No entry—not a transaction.

3 Rent Expense ......cooieiiiiiiiiiieiineenn, 2,140
Prepaid Rent........ccocoviiiiiiiniieeeen, 2,140
CaSh . 4,280
Paid first and last month’s rent.

4 Insurance EXpense.........cccccoeeviieinnnnnn. 395
Cash ($4,740 = 12)..ccceeeeeeeeeiieeninnnnn, 395
Paid insurance for the month of November.

5 EqQUIPMENt....cooviiiii e 18,000
Cash..coooiii . 6,000
Notes Payable..........ccccoeveieiininnnnnn. 12,000
Purchased equipment for cash and signed a note.

6 SUPPIES i 1,550
Accounts Payable............ccc...... 1,550
Purchased supplies on account.

7 SUPPHES v 475
Cash..vii, 475
Purchased supplies for cash.

16 Cash .o, 990
Service Revenue...........cccoeeeeeennnnen. 990

Provided services for cash.
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PROBLEM 2.6B (Continued)

a. (Continued)

Date Account Titles Debit Credit
Nov. 20 Accounts Receivable .........c.cecveveiin... 4 500
Service ReVvenue .......cccocvveeeeeeinn... 4 500

Provided services on account.

26 Accounts Payable ................cooeeil. 1,000
Cash...oooiiiii 1,000
Payment on account.

27 Telephone Expense.......cccceevvevvveennnnn. 220
Accounts Payable.......................... 220
Received telephone bill.

27 CasSh oo, 750
Unearned Revenue ..........ccceevvenn.. 750
Received cash in advance from customer.

29 CaSh oo, 2,800
Accounts Receivable..................... 2,800
Collection on account.

30 Interest EXpense.......ccovveviinieiniinneennn. 60
Cash....cocciviii . 60
Paid interest on note payable.

30 Salaries Expense.......cccooevviieiiiiieinnnnnn, 2,825
CaSh ., 2,825
Paid employee salaries.

30 H. Kiersted, Drawings .....c..cccoeevvvvvnnnn. 700
Cash...coooiiii 700
Withdrew cash for personal use by owner.

30 H. Kiersted, Drawings .....c..cccoeevvvvvnnnn. 1,150
Cash...cooiiiii 1,150

Paid invoice for personal asset of owner.
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PROBLEM 2.6B (Continued)

b.
Cash Accounts Receivable
Nov.1 35,000 | Nov.3 4,280 Nov.20 4,500 | Nov 29 2,800
16 990 4 395 Bal. 1,700
27 750 5 6,000
29 2,800 7 475
26 1,000
30 60
30 2,825
30 700
30 1,150
Bal. 22,655
Supplies H. Kiersted, Drawings
Nov.6 1,550 Nov.30 700
7 475 30 1,150
Bal. 2,025 Bal. 1,850
Prepaid Rent Service Revenue
Nov.3 2,140 Nov.16 990
20 4,500
Bal. 2,140 Bal. 5,490
Equipment Insurance Expense
Nov. 1 12,000 Nov. 4 395
5 18,000
Bal. 30,000 Bal. 395
Accounts Payable Interest Expense

Nov.26 1,000 | Nov. 6 1,550 Nov. 30 60
Nov. 27 220

Bal. 770 Bal. 60
Unearned Revenue Rent Expense
Nov.27 750 Nov. 3 2,140
Bal. 750 Bal. 2,140
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PROBLEM 2.6B (Continued)

b. (Continued)

Notes Payable Salaries Expense
Nov.5 12,000  Nov. 30 2,825
Bal. 12,000 Bal. 2,825
H. Kiersted, Capital Telephone Expense
Nov.1 47,000 Nov. 27 220
Bal. 47,000 Bal. 220

C.
KIERSTED FINANCIAL SERVICES
Trial Balance
November 30, 2024
Debit Credit
CaSh . $22,655
Accounts receivable...........cccoeeeeiiiineiinnnn. 1,700
SUPPHIES oo 2,025
Prepaid rent........c.ccoiiiiiiiiiii e, 2,140
Equipment ..o, 30,000
Accounts payable........cccccceveeeviiiiiiiiiiiienee, $770
Unearned revenue ........c.ccccoeeeevieeeieeeenneennn. 750
Notes payable ........cccooviiiiiii 12,000
H. Kiersted, capital ............ccooooiviiiiiinnnnnnn. 47,000
H. Kiersted, drawings .........cccoeevvvivneeeennnnnn. 1,850
SEerVICE rEBVENUE ....oeevevveie e 5,490
INSUrance exXPense .......coeeeveenieinieenneenneennnes 395
INterest eXpPense .......cooeeeeeiiiiiiiiiiceeee 60
ReNt eXPeNnse ... 2,140
Salaries eXpPense......ccccceeiveiiviiiiiie e 2,825
Telephone expense .......ccccceeeevivvviiiiineeeeenns 220
$66.010 $66.010
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PROBLEM 2.6B (Continued)
Taking It Further

This is not true. The cash account shows an increase of $22,655
during the month of November, whereas the company shows a
loss of $150 for the month ($5,490 — $395 — $60 — $2,140 — $2,825
—$220). The change in the cash account does not reflect profit or
loss because not all cash transactions represent increases in
revenues or expenses. One of the major sources of cash during
the month is an investment by the owner of $35,000. This
increases owner’s equity but is not a source of revenue for the
company. The company received cash in advance of doing work
(unearned service revenue of $750) and performed services in
advance of payment (accounts receivable of $1,700), as well as
making non-expense payments for services in advance (prepaid
rent), equipment, and owner drawings. The statement of cash
flows reconciles the changes in the cash account to its various
uses and sources.

LO 2,3,4 BT: AP Difficulty: M Time: 65 min. AACSB: None CPA: cpa-t001 CM: Reporting
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PROBLEM 2.7B

a. GENERAL JOURNAL
Date Account Titles Debit Credit
July 2 Film Rental EXpense ......ccccoooeevevveeennnn. 800
Cash ., 800
Rented movies for cash.
2 Advertising Expense...........cccceeveeeennn. 620
CasSh .o, 620

Paid advertising expense.
3 No entry—not a transaction.
5 No entry—not a transaction.

10 CaSh o 1,950
Admission Revenue.......c.ccceveenen... 1,950
To record admission revenue.

11 Mortgage Payable............cccoooovvieennnnnn. 2,000
Interest EXpense.......coooeviviiiiiiiiiiinnns 500
Cash...oooiiii 2,500
To record mortgage payment.

12 Repairs EXpPense .....cccooveveeveevevneennnnnn. 350
Cash .o, 350
Payment of equipment repairs.

16 Accounts Payable ..o, 2,800
CaSh . 2,800
Payment on account.

19 Film Rental EXpense ........cccccceeveeveennnnn 750
Accounts Payable.......c......coevvnnnnnn. 750
Rented movies on account.
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PROBLEM 2.7B (Continued)

a. (Continued)

July 29 Cash ..o, 3,500
Admission Revenue.......c.cccceveenen... 3,500
To record admission revenue.

30 F. Ferguson, DrawingsS.........cccceeeuunneen. 1,200
CaSh . 1,200
Withdrew cash for personal use by owner.

30 Prepaid Film Rental.............cccccceeennnn. 700
Cash ..o, 700
Paid for film rental in advance.

31 Salaries EXpense.........cccoevevvvvieeeinnnnnnn, 1,900
Cash ..o, 1,900
Paid employee salaries.

31 CasSh oo, 260

Accounts Receivable ..............c.o........ 260

Concession Revenue...................... 520

To record concession revenue.
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PROBLEM 2.7B (Continued)

b.and c.
Cash
Date Explanation Ref. Debit Credit Balance
June 30 Balance v 6,000
July 2 J1 800 5,200
2 J1 620 4,580
10 J1 1,950 6,530
11 J1 2,500 4,030
12 J1 350 3,680
16 J1 2,800 880
29 J1 3,500 4,380
30 J1 1,200 3,180
30 J1 700 2,480
31 J1 1,900 580
31 J1 260 840
Accounts Receivable
Date Explanation Ref. Debit Credit Balance
July 31 J1 260 260
Prepaid Film Rental

Date Explanation Ref. Debit Credit Balance
July 30 J1 700 700
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PROBLEM 2.7B (Continued)

b. and c. (Continued)

Land
Date Explanation Ref. Debit Credit Balance
June 30 Balance v 100,000
Buildings
Date Explanation Ref. Debit Credit Balance
June 30 Balance v 80,000
Equipment
Date Explanation Ref. Debit Credit Balance
June 30 Balance v 25,000

Accounts Payable

Date Explanation Ref. Debit Credit Balance
June 30 Balance v 5,000
July 16 J1 2,800 2,200

19 J1 750 2,950

Mortgage Payable

Date Explanation Ref. Debit Credit Balance
June 30 Balance v 125,000
July 11 J1 2,000 123,000
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PROBLEM 2.7B (Continued)
b. and c. (Continued)

F. Ferguson, Capital

Date Explanation Ref. Debit Credit Balance

June 30 Balance v 81,000

F. Ferguson, Drawings

Date Explanation Ref. Debit Credit Balance

July 30 J1 1,200 1,200

Admission Revenue

Date Explanation Ref. Debit Credit Balance
July 10 J1 1,950 1,950
29 J1 3,500 5,450

Concession Revenue

Date Explanation Ref. Debit Credit Balance

July 31 J1 520 520

Advertising Expense

Date Explanation Ref. Debit Credit Balance
July 2 J1 620 620
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PROBLEM 2.7B (Continued)
b. and c. (Continued)

Film Rental Expense

Accounting Principles, Ninth Canadian Edition

Date Explanation Ref. Debit Credit Balance

July 2 J1 800 800

19 J1 750 1,550
Interest Expense

Date Explanation Ref. Debit Credit Balance

July 11 J1 500 500
Repairs Expense

Date Explanation Ref. Debit Credit Balance

July 12 J1 350 350
Salaries Expense

Date Explanation Ref. Debit Credit Balance

July 31 J1 1,900 1,900
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PROBLEM 2.7B (Continued)

d.
HIGHLAND THEATRE
Trial Balance
July 31, 2024
Debit Credit
CaSh ..o $840
Accounts receivable .............ceeieeennnn. 260
Prepaid film rental ..........ccccoooeiiiiennnnnn, 700
= 1 o P 100,000
BuildingsS.....ccooooviiiiii e, 80,000
Equipment........cccoooeiiiiiii, 25,000
Accounts payable.........ccccccceeeeevvvvnnnnn.. $ 2,950
Mortgage payable..........ccccooooiiiiinnn, 123,000
F. Ferguson, capital .............ccceeeeeennnnnn, 81,000
F. Ferguson, drawings .......c...ccceeevennnnnns 1,200
AdMISSION FEVENUE .....evvvevieneeeieeeeenn, 5,450
CoNCESSION reVeNUE .......ceevvvvneeeeinneeenns 520
Advertising exXpense .......cccceeeveevneeennnnn. 620
Film rental expense.......c...ccooeevvieeinnnnn, 1,550
Interest expense ..., 500
Repairs eXpense.....ccccovevvveieveinieeeennnnnnn, 350
Salaries eXpense ........ccceeeveveiiieeeiiineeennn, 1,900
$212,920 $212,920
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PROBLEM 2.7B (Continued)
Taking It Further

The revenue and expense accounts in the trial balance show a
profit for the month of July of $1,050 ($5,450 + $520 — $620-
$1,550 — $500 — $350 — $1,900). Although a positive profit is a
good indication of the company’s profitability, it is not sufficient
information to determine whether Highland Theatre is a sound
business. One month’s transactions do not indicate a pattern of
profitability, in particular for businesses such as theatres where
revenues tend to be seasonal. The financial results for the entire
year should be examined, along with comparative amounts for
previous years, to determine if the company has a trend of
profitability.

LO 2,3,4 BT: AP Difficulty: M Time: 65 min. AACSB: None CPA: cpa-t001 CM: Reporting
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PROBLEM 2.8B

b. GENERAL JOURNAL J1
Date Account Titles and Explanation Debit Credit
Dec. 1 Rent EXPENSEe ....cooiviiiiiiiiiiiiiiiieeeeeeeeenne 525
Cash ..o, 525
Paid rent for December.
1 EqQUIPMENTt...coiiiiiie e, 3,270
Cash ..o, 1,270
Notes Payable..........cccooeeeiiiiiiiiiinncn, 2,000
Purchased equipment for cash and on account.
4 CaASh o 1,880
Accounts Receivable..........ccccoouvennnee. 1,880

Collection on account.

7 Insurance EXPense.......cocceveeiiiiiiiiieennnnns 308
CaSh e 308
Paid insurance for December.

8 SUPPHES o 135
Accounts Payable...............c..... 135
Purchased supplies on account.

10 Accounts Payable .........cccoooiviiiiiiiinnennnn. 2,140
CaSh i 2,140
Payment on account.

12 Unearned Revenue............cccoeeevvieeennennnn. 765
Service Revenue.......cooocceevevvieeiveeennn, 765
Performed services for advance payments.

20 CaSh oo 3,480
Service ReVeNUEe ......cevivieieiieiaaaan 3,480
Performed services for cash.
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PROBLEM 2.8B (Continued)

b. (Continued)

Dec. 21 Office EXPENSEe ...coovvvviiieiiiiieeeeiieeeeiee e, 115

Cash.. . 115
Paid office expense.

24 L. Kuznetsova, Drawings.......c..ccoeeeeenn.. 2,860
CaSh ., 2,860
Withdrew cash for personal use by owner.

28 Accounts Receivable ............c....ooi 2,280
Service Revenue...........cccoeevevviieeceennn, 2,280

Performed services on account.

29 CaASh oo, 560
Unearned Revenue .........cocoeevvivenennn.. 560
Received cash in advance from customer.

30 Salaries EXpense........cccceevevevieeeiiineennnnnn. 655
Cash ..o, 655
Paid employee salaries.
31 Notes Payable........cccoocvviiiiiiiiiiiiiieeenn, 160
INterest EXPeNnSe.....ccccovvvviiiiiiiiiiiiccieeennn, 10
Cash. ..o, 170

Made principal and interest payment on note.
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PROBLEM 2.8B (Continued)

a. and c.
Cash
Nov. 30 3,165|Dec. 1 525 Accounts Payable
1 1,270 Dec. 10 2,140 | Nov. 30 4,245
4 1,880 Dec.8135
7 308
10 2,140 Bal. 2,240
20 3,480 21 115
29 560 24 2,860 Unearned Revenue
30 655 Dec. 12 765 | Nov.30 765
31 170 Dec.29 560
Bal. 1,042 Bal. 560
L. Kuznetsova, Capital
Accounts Receivable | Nov. 30 19,300
Nov. 30 2,110 |Dec. 4 1,880
Dec. 28 2,280 L. Kuznetsova, Drawings
Bal. 2,510 Nov. 30 31,190
Dec. 24 2,860
Supplies Bal. 34,050
Nov. 30 1,340
Dec. 8 135
Bal. 1,475
Equipment
Nov. 30 17,730
Dec. 1 3,270
Bal. 21,000
Notes Payable
Dec.31 160 | Dec.1 2,000
Bal. 1,840
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PROBLEM 2.8B (Continued)
a. and c. (Continued)

Service Revenue

Nov. 30 47,963

Dec. 12 765

20 3,480

28 2,280

Bal. 54,488

Advertising Expense
Nov. 30 1,265
Bal. 1,265
Insurance Expense
Nov. 30 3,388
Dec. 7 308
Bal. 3,696
Rent Expense
Nov. 30 5,775
Dec. 1 525
Bal. 6,300
Salaries Expense

Nov. 30 6,310
Dec.30 655
Bal. 6,965

Office Expense
Dec.21 115

Interest Expense
Dec. 31 10 |
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PROBLEM 2.8B (Continued)

d.
LVK COACHING SERVICES
Trial Balance
December 31, 2024
Debit Credit
CaASN e $ 1,042
Accounts receivable .......ccooevviiiiiiiiiininn 2,510
SUPPLIES oo 1,475
Equipment.......ccoooeiiiii e, 21,000
Accounts payable.......cccccceeeeiiiiiiiiiiiriieee. $ 2,240
Notes payable.........ccooooiiiiiii 1,840
Unearned reVENUE ........cvvveveniiveeiiieeeeeen, 560
L. Kuznetsova, capital..........cccccceevivernnnnnen. 19,300
L. Kuznetsova, drawings ..........cccoeeeeeennnnnn. 34,050
SEIrVICE FEVENUE......vcveieeeeeeeeeieee e 54,488
Advertising exXpense .......ccceeevveeeieeerieenennnn. 1,265
INSuUrance expense.......ccccceeeviveeieeieeineenn, 3,696
Rent expense......cocovviiiiiiici e, 6,300
Salaries exXpense .......cccevvviiiiii i, 6,965
Office eXPeNSe.....ccccvveviiiiieeeii e 115
Interest eXpense ... 10
$78,428 $78.428
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PROBLEM 2.8B (Continued)
Taking It Further

The cash balance has decreased from $3,165 to $1,042 or $2,123
during the month of December. This is a substantial decrease
from the opening balance and exposes the company to the
possibility of not being able to pay its outstanding liabilities. The
company borrowed $2,000 at the beginning of December to
purchase equipment. Had the company not purchased the
additional equipment, the cash balance for the month would have
been $2,482 ($1,042 + $1,270 + $170 payment on the note
payable). This still represents a decrease from the December
ending balance. Depending on the timing of the repayment of the
note payable, the company may be able to generate sufficient
cash from the collection of its account receivable to be able to
honour its commitments on its liabilities. During the month of
January, the company should collect outstanding receivables as
guickly as possible (in particular those amounts still outstanding
from November) and reduce owner drawings. The company will
also need to ensure the new equipment generates additional
cash as soon as possible.

LO 2,3,4 BT: AP Difficulty: M Time: 65 min. AACSB: None CPA: cpa-t001 CM: Reporting
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PROBLEM 2.9B

J. NIKKO
Trial Balance
November 30, 2024

Debit Credit

Cash ..., $ 8,000
Accounts receivable .......coooevvieiiiiiiiini 10,250
SUPPLIES oo 5,000
Prepaid exXpenses........cccceevvveviieveiiieecennnnnn, 3,000
1= 0 o [ 64,000
Equipment.......ccoooeiiiii e, 18,250
Accounts payable..........ccccciiiiiiiin e, $ 12,500
Notes payable........cccoooiviiiii 30,000
J. Nikko, capital ..........ccooeeviiiiiiii e, 28,000
J. Nikko, drawings......ccccoceeviieiiiiiiiiiiineee, 12,000
SEerIVICE NBVENUE......ceveeviiee et 63,050
ReNt eXPensSe....ccciiiiiii i 4,500
Utilities eXPense.....cccooevviiiieiiiie e, 550
Salaries eXpense .......cccoeeveeviieeeiiie e 7,500
Interest eXpense ... 500

$133,550 $133,550
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PROBLEM 2.9B (Continued)

b.
J. NIKKO
Income Statement
Year Ended November 30, 2024
Revenues
SEIVICE FTEVENUE ...t e $63,050
Expenses
ReNt eXPENSE ...covvvviiiieereeie e $ 4,500
Salaries eXpPense.......ccceeveveeiiieeeiiie e 7,500
Utilities eXpense ......ccoceeveiiiiieveiinecee e 550
INterest eXPeNnSe ....oocvvvviiiiiiiec e 500
Total eXPENSES ....ciieiiieeie e 13,050
Profit for theyear ..o, 50,000
C.
J. NIKKO
Statement of Owner's Equity
Year Ended November 30, 2024
J. Nikko, capital, December 1, 2023 ...........cccooeveiineeenn, $28,000
Add: Profit fortheyear.......ccooooiiiiiiiiiiiie e, 50,000
78,000
TSR B = LY o 12,000
J. Nikko, capital, November 30, 2024 ............cc.ccevnneennn.e. $66.000
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PROBLEM 2.9B (Continued)

d.
J. NIKKO
Balance Sheet
November 30, 2024
Assets

CaASN e $8,000
Accounts receivable .......cccoooeiiii i 10,250
SUPPHES . 5,000
Prepaid eXPeNSES.......oi i 3,000
LANA it 64,000
EQUIPMENT.....ee e 18,250

Total @SSELS..uuiiiiii i $108,500

Liabilities and Owner's Equity

Liabilities

Accounts payable.......cccccooiiiiiiii $ 12,500

Notes payable ... 30,000

Total HabilitieS ..o, 42,500

Owner's Equity

J. Nikko, capital........cccocooiiiiiii 66,000

Total liabilities and owner's equity .........ccccoceevnnne.e. $108,500
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PROBLEM 2.9B (Continued)
Taking It Further

The advantages of first recording the individual transactions in a

journal and then posting to the ledger are:

1. Thejournal discloses in one place, the complete effect of a
transaction.

2. The journal provides a chronological record of all
transactions.

3. The journal helps to prevent or locate errors, because the
debit and credit amounts for each entry can be readily
compared.

The advantage of the last step in the posting process is to
indicate that the item has been posted, and to provide a cross-
reference.
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PROBLEM 2.10B

a.
OWEN’S ART SUPPLIES
Income Statement
Year Ended December 31, 2024
Revenues
SEIVICE FEVENUE ...uvvviiieie e et $ 26,600
Expenses
ReNt EXPENSE ...oovveieeiiiiieeeeeeeee e $6,000
Salaries exXpense......cccoovvviieeiiiin e 6,300
Supplies expense .....cccooeveeiieiiiiiieeiiineeees 1,280
Total eXPENSES ... 13,580
Profit for theyear ......ccoooviiiiii e, $ 13,020
b.
OWEN’S ART SUPPLIES
Statement of Owner's Equity
Year Ended December 31, 2024
O. Leduc, capital, January 1, 2024 .........c....cceunn..... $17,890
Add: Profitfortheyear......cccooooiiiiiiiiiiiiiieeeenn, 13,020
30,910
LeSS: Drawings ..ococoiiviiiiiiiiiieeeee e 10,300
O. Leduc, capital, December 31, 2024.................... $20,610
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PROBLEM 2.10B (Continued)

C.

OWEN'’S ART SUPPLIES
Balance Sheet
December 31, 2024

Assets
(OF= 1] 1 PP $ 2,550
Accounts receivable ..o 3,310
SUPPLIES e 1,830
EQUIPMENT..... 21,000
TOtaAl ASSELS .oniiieii e $28.690

Liabilities and Owner's Equity

Liabilities
Accounts payable........cccceeeeeeeivieeiiiieieieeeieeiieeee, $ 3,420
Unearned rEVENUE ......ouveeiiiieeeeeeeeeee e 4,660
Total Habilities ..., 8,080
Owner's Equity
O. Leduc, capital .......cccoeevvieiiiiii e, 20,610
Total liabilities and owner's equity ................ 28,690

Taking It Further

Owen’s Art Supplies performed well, realizing a profit for the
year. A portion of its revenues remain uncollected and are
reported in accounts receivable at the end of the year. Drawings
were in line with the amount of the profit for the year.
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PROBLEM 2.11B

a. GENERAL JOURNAL
Account Titles Debit Credit

Mar. 1 Cash .o, 12,000
Notes Payable..........cccooeveiiiiiiiiinnns 12,000
Borrowed cash and signed a note.

2 Accounts Payable ...............cooii 13,000
Cash....oiii 13,000
Payment on account.

3 Insurance EXpPense.......cccoeivieineeinneennn. 145
CasSh ..o 145
Paid March insurance expense.

10 Utilities EXpense......ccccovvevviiieeiiineeeeinnnnn, 550
CasSh .o 550
Paid utilities expense.

16 CaSh o 8,000
Accounts Receivable.........c.ccceeininl. 8,000
Collection on account.

18 Accounts Payable ..........cccoiiiiiiiiinnnnnnnn. 5,000
CaSh . 5,000
Payment on account.

30 Office EXPensSe .....ccoiiviiiiiiiiiieeieeiieeee 580
Cash ... 580
Paid office expense.

31 CaASh i 2,000
Accounts Receivable .......c.ccoovviiininnnn. 5,000
Service Revenue........coocevvvieiiviennn., 7,000
Performed services for cash and on account.
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PROBLEM 2.11B (Continued)

a. (Continued)

Mar. 31 Salaries EXpense.........cccooevevvviiieieinnnennnns 1,650
CaSh .. 1,650
Paid employee salaries.
31 Interest EXPense......cccccooviiiiiiiineiiieeennnn. 55
Notes Payable........cccoovvviiiiiiiiiiiiies 500
CasSh ..o 555
Paid principal and interest on note payable.
31 Rent EXPENSEe ...covviiiiiiiiiieiinceeeee e 950
Prepaid Rent.........ccccoeviiiiiiiiiin e 950
Cash....ooiiii 1,900
Paid March and April rent.
31 H. Nolan, Drawings......ccccccoevevvievinneennnnn. 1,000
CaSh e 1,000

Withdrew cash for personal use by owner.
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PROBLEM 2.11B (Continued)
b. and c.

Cash
Feb.29 3,500 Mar.2 13,000
Mar.1 12,000 3 145
16 8,000 10 550

18 5,000
30 580
31 2,000f 31 1,650
31 555
31 1,900
31 1,000

Bal. 1,120

Accounts Receivable
Feb.29 14,450

Mar.16 8,000
Mar. 31 5,000
Bal. 11,450

Prepaid Rent
Mar. 31 950
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PROBLEM 2.11B (Continued)
b. and c. (Continued)
Equipment

Feb.29 15,100 | Service Revenue
Mar. 31 7,000

Accounts Payable
Feb.29 18,750 Utilities Expense
Mar. 2 13,000 Mar. 10 550

18 5,000

Bal. 750 Interest Expense

Mar. 31 55\

Notes Payable
Mar. 31 SOO‘Mar.l 12,000

Office Expense

Bal. 11,500 Mar. 30 580
H. Nolan, Capital Rent Expense
Feb.29 14,300 Mar. 31 950
H. Nolan, Drawings Insurance Expense
Mar. 31 1,000 Mar. 3 145
Salaries Expense
Mar. 31 1,650
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PROBLEM 2.11B (Continued)

d.
HN CONSULTING
Trial Balance
March 31, 2024

Debit Credit

CaSh e $1,120
Accounts receivable ......coovieviiiiiiiiiinn, 11,450
Prepaid rent ..o, 950
Equipment.......ccooiiiiiii e, 15,100
Accounts payable.......cccccccceeeeeviiviieeeneeeenn, $750
Notes payable.........ccooooiiii 11,500
H. Nolan, capital ...........cccooeeiiiiiiiii e, 14,300
H. Nolan, drawings .......ccccooevviiiiiiiiinceeennnnn, 1,000
SEerIVICE NBVENUE......ceveeviie et 7,000
Utilities eXpense......ccoooiieiiiiii e, 550
Interest eXpense ... 55
Office eXPenSe.....ccceveviiiiieeeiee e 580
Rent eXPense. ... 950
INSUrance exXpPensSe .....ccccoevvvieeviiineinneeeeenne, 145
Salaries exXpense .......cccceeveveiiie i 1,650

$33.550 $33.550
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PROBLEM 2.11B (Continued)

e.
HN CONSULTING
Income Statement
Month Ended March 31, 2024
Revenues
SEIVICE FTEVENUE . cveeeeeeeee et e et e et e e e $ 7,000
Expenses
Utilities eXpense ........ccceeeeeeieeeeeeeceeeeininns $550
Office eXpense .....cccceeeeveveiiieeeeii e 580
Rent eXpense ..., 950
INSUrance expense ......cooeeevveeveeieineennennn. 145
Salaries exXpense.......ccoovevvieeeeiiineeeiiieeeeens 1,650
INterest eXpPense .....covvvvvviiii e, _55
Total EXPENSES ..o 3,930
Profit for the month........ccccooooiiiii 3.070
f.
HN CONSULTING
Statement of Owner's Equity
Month Ended March 31, 2024
H. Nolan, capital, Feb 29,2024 ...........c...ccoeeeennnnn.. $14,300
Add: Profit forthe month .......................l 3,070
17,370
LesSS: Drawings ...cccooveeiiiiiiiiiiieceeii e 1,000
H. Nolan, capital, March 31, 2024 .............ccccccceeen.. $16.370
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PROBLEM 2.11B (Continued)

g.
HN CONSULTING

Balance Sheet
March 31, 2024

Assets
(OF= 1] 1 PP $1,120
Accounts receivable ..o 11,450
Prepaid rent ... 950
EQUIPMENt..... 15,100
TOtaAl ASSELS .oniiieii e $28.620

Liabilities and Owner's Equity

Liabilities
Notes payable ......ccooooeeiieiiiiiiieiiieceeeeeee e $11,500
Accounts payable.......ccccoeviiiiiiii _750
Total HabilitieS ..., 12,250
Owner's Equity
H. Nolan, capital..........ccooooiiiiiiiie e, 16,370
Total liabilities and owner's equity ................ 28,620

Taking It Further

The March rent payment of $1,900 is half asset and half expense.
The asset portion of $950 is for the rent for April and the expense
portion of $950 is for the March rent. April’s rent is a future
benefit at March 31, and thus is an asset, whereas March’s rent
has been used by March 31 and thus is an expense.
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PROBLEM 2.12B

a.
EDDEN ELECTRICAL
Income Statement
Year Ended April 30, 2024
Revenues
SErVICE FEVENUE .....cceeeeeeeeeeeeeeeeeeeeeeeeeeeee e $90,600
Expenses

InSurance exXpense .......cccccceeeeeieeeeeeenennn, $ 800

Salaries exXpense......ccccovevveiieieiiiieeeiinnne, 18,000

Supplies expense .....cccooevvviiiviiiiieeiinnnnn, 1,280
Total eXPENSES ...ccvvviiieii e 20,080
Profit for theyear ..o, $70,520

b.
EDDEN ELECTRICAL
Statement of Owner's Equity
Year Ended April 30, 2024

N. Edden, capital, May 1, 2023.........ccccooeeviiiiieriineeeen, $27,500
Add: Profit fortheyear ........cccooveiiiiiiiiii e, 70,520
98,020
LeSS: DraWingsS ...ooeeeeeiiiiiiieeeiiieeeeeii e e e e e e e eeeeen 29,500
N. Edden, capital, April 30, 2024...........cccoeevevieeennennn. $68.520
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PROBLEM 2.12B (Continued)

C.

EDDEN ELECTRICAL
Balance Sheet
April 30, 2024

Assets
(OF= 1] 1 $15,425
Accounts receivable ... 13,680
SUPPLIES e 1,150
Prepaid iNSUranCe .........cooeevviieiiiieee e 1,600
EQUIPMENT.....i e 48,000
TOtaAl ASSELS .. iviiiii i $79.855

Liabilities and Owner's Equity

Liabilities
Accounts payable.......cccccoeoiiiiiiii $ 3,085
UNEarNed FEVENUE .....ceuieieiieieeeeeeeeee et ee e e 8,250
Total HabilitieS ..., 11,335
Owner's Equity
N. Edden, capital.........cccoeeviiiiiiiiiii e, 68,520
Total liabilities and owner's equity ................... $79,855

Taking It Further

Edden would not be able to retire and take out cash from the
business in an amount equal to his capital account balance of
$68,520. The cash balance is only $15,425. All other assets would
need to be converted to cash, and the debts paid first. Edden
would have the right to whatever cash remained.
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PROBLEM 2.13B

a.
LAZDOWSKI MARKETING SERVICES
Trial Balance
October 31, 2024
Debit Credit
CaSh oo $ 4,930
Accounts receivable .........coeviiiiininnannn. 6,010
SUPPliES .o 1,240
Prepaid rent .......cccoooiiviiiiiiiie e 975
FUMNITUTE oo 56,685
Equipment.......ccooovviiiiii s 25,970
Notes payable........ccccvevvevvveveiiviririiiinnnnee, $48,850
Accounts payable...........cccooiiiiiiiiieniinnn, 4,403
Unearned reVENUE ........coveveveniiieeeeieeneen, 3,555
|. Lazdowski, capital.........c....cooeiveeinnnnnnn. 57,410
|. LazdowskKi, drawings .........cccceeeeeevnnnnne, 75,775
Service revenue (to balance®)................. 114,047
Advertising eXpense .......cccceeeeevveeeeennnnnnn, 14,970
InsSurance expense.......cccceveeveiveeieeeennnn. 2,020
Interest eXpense.....ccccovveveeiiiviiieeieeeeen, 2,445
Supplies expense......cccceeveveiiiiiiiiineeennnnn, 5,000
Rent expense......cocoveeiiiiiici i, 11,700
Salaries expense .......cccceevevvviieeeiiineeeennnn, 20,545
$228.265 $228,265
*Total credits without service revenue = $114,218
$228,265 - $114,218 = $114,047
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PROBLEM 2.13B (Continued)

b.
LAZDOWSKI MARKETING SERVICES
Income Statement
Year Ended October 31, 2024
Revenues
SEIVICE TEVENUE ...cveeeeeieee e e eaeaas $114,047
Expenses
Advertising eXpense.....ccccceeeeeeeeviiineeenennns $14,970
InNSurance expense ......covceeeeveiieeeenienneenn. 2,020
Interest eXpense ......ccoveveiiiiiinei e, 2,445
Supplies expense .....ccccoceieeeiiiiiieiiineeee, 5,000
Rent eXpense .....ccovviviiiiiniin e, 11,700
Salaries exXpense.......coooeeveiieeeeiiieeeiin e, 20,545
Total eXPENSES ....coovviiiiiiiecee e 56,680
Profit fortheyear ........cccooiiiiiiii e, 57,367
LAZDOWSKI MARKETING SERVICES
Statement of Owner's Equity
Year Ended October 31, 2024
I. Lazdowski, capital, November 1, 2023................ $57,410
Add: Profitfortheyear.......cccoooviiiiiiiiiiiiiee, 57,367
114,777
LeSS: DrawingS..cccccciiieieiiieeiiieeeeiie e e e e e eaens 75,775
I. Lazdowski, capital, October 31, 2024.................. $39,002
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PROBLEM 2.13B (Continued)

b. (Continued)

LAZDOWSKI MARKETING SERVICES
Balance Sheet
October 31, 2024

Assets

AN e $ 4,930
Accounts receivable ..., 6,010
SUPPLIES e 1,240
Prepaid rent ..., 975
FUIMNITUNE e 56,685
EQUIPMENt......oc 25,970

TOtaAl ASSELS .iviieii i $95,810

Liabilities and Owner's Equity

Liabilities
Notes payable ..., $48,850
Accounts payable........cccooiiiiiiiii 4,403
Unearned reVenUE ........cccooevevieieeiieeeiieeeeee e 3,555
Total HabilitieS ..., 56,808
Owner's Equity
I. LazdowskKi, capital ...........ccoeviiiiiiiiiiiceeee, 39,002
Total liabilities and owner's equity ................. $95,810
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PROBLEM 2.13B (Continued)
Taking It Further

Drawings exceeded profit. This has resulted in a net decrease to
the owner’s capital account. Inga’s drawings have left the
company with a low level of liquid assets (Cash of $4,930 +
Accounts receivable of $6,010 = $10,940) to pay off liabilities
(Notes payable of $48,850 + Accounts payable of $4,403 =
$53,253). Inga’s drawings should be based on her cash budget
for the coming year and should leave the company with sufficient
cash to able to meet its liabilities and grow.
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PROBLEM 2.14B

a. 1. Incorrect
2. Incorrect
3. Correct
4. Incorrect
5. Incorrect
6. Incorrect
7. Incorrect
8. Incorrect
9. Incorrect
10. Incorrect
b.
Trans | 1 2 3 4 5
1 No | Prepaid Understated | Increase Yes
Insurance | $3,600 by $3,600
2 Yes | Accounts | Understated | Increase Increase by
Receivable | $500 by $500 $500
Accounts | Understated
Payable $500
3
4 Yes | Salaries Understated | Increase Increase by
Payable $1,200 by $1,200 | $1,200
Cash Understated
$1,200
5 No | Cash Understated | Increase Yes
$250 by $250
6 Yes | Drawings | Understated | Yes Yes
$1,200
Salaries Overstated
Expense $1,200
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PROBLEM 2.14B (Continued)

b. (Continued)

Trans | 1 2 3 4 5
7 Yes | Unearned |Understated | Yes Yes
Revenue $400
Service Overstated
Revenue $400
8 No |Accounts |Understated | Yes Increase by
Payable $750 = $750
($375 x 2)
9 No | Equipment | Overstated |Decrease |Increase by
$1,800 by $10,400 | $6,800
Cash Overstated
$8,600
Accounts | Understated
Payable $6,800
10 |Yes | Accounts |Understated |Increase Increase by
Receivable | $950 by $950 $950
Service Understated
Revenue $950
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PROBLEM 2.14B (Continued)
Taking It Further

2. This error understates Accounts Receivable and Accounts
Payable. It may lead to liabilities being unpaid and
receivables being uncollected.

4. This error may lead to salaries to employees not being paid
since the transaction was posted as a credit to Cash. It would
show as already being paid. The error would also understate
the company’s liabilities.

6. This error overstates Salaries Expense. It results in lower
profits on the income statement because of the additional
expense.

7. This error shows lower liabilities by understating Unearned
Revenue. It results in higher profit on the income statement
because of the overstated Service Revenue.

10. This error understates the asset Accounts Receivable and
understates Service Revenue. It results in a lower profit on
the income statement because of the unrecorded revenue.

LO 4 BT: AN Difficulty: M Time: 35 min. AACSB: Analytic CPA: cpa-t001 CM: Reporting
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PROBLEM 2.15B

SHAWNEE SLOPES COMPANY
Trial Balance
June 30, 2024

Debit Credit

Cash ($5,875 + $210 — $120 +$650) ................... $ 6,615
Accounts receivable ($3,620 — $385—- $385)...... 2,850
Supplies ($0 + $650).........ceevvvrrrrrrrrrrrrrrrrrrrrrennnne. 650
Equipment ($14,020 — $650 + $2,000)................ 15,370
Notes payable ($0 + $2,000)..............cceeeeeeeee.... $ 2,000
Accounts payable ($5,290 — $165— $165 +$650) 5,610
Property tax payable ($500 — $500)................... 0
A. Shawnee, capital ($17,900 + $750)................ 18,650
A. Shawnee, drawings ($0 + $750) .................... 750
Service revenue ($7,027- $560 + $650)............. 7,117
Advertising expense ($1,132 — $210 + $120) .... 1,042
Property tax expense ($1,100 + $500)................ 1,600
Salaries expense ($4,150 + $350) ........c.cvvveee.... 4,500

$33.377 $33,377

Taking It Further

There could still be errors after correcting the items identified.
The errors could be counter-balancing errors that affect both the
debit and credit side equally, such as a transposition error in
recording a journal entry that affects both the debit and credit
sides (item #6), or errors that counter-balance on the debit side
or on the credit side of the trial balance. The trial balance could
also be in balance and not show transactions that have been
omitted but that should have been recorded.

LO 4 BT: AN Difficulty: M Time: 40 min. AACSB: Analytic CPA: cpa-t001 CM: Reporting
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BYP2.1 FINANCIAL REPORTING PROBLEM

1) (2) (3) (4) (4)
a. Financial Normal Increase Decrease
Account Statement Account Balance Side Side

Finance Expense Income Expense Debit Debit Credit
Statement

Cash and Cash Equivalents Balance Asset Debit Debit Credit
Sheet

Intangible Assets Balance Asset Debit Debit Credit
Sheet

Inventory Balance Asset Debit Debit Credit
Sheet

Long-Term Debt Balance Liability Credit Credit Debit
Sheet

Prepaid Expenses and Balance Asset Debit Debit Credit

Other Current Assets Sheet

Net Revenue Income Revenue Credit Credit Debit
Statement

Accounts Payable and Accrued Balance Liability Credit Credit Debit

Liabilities Sheet
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BYP2.1 (Continued)
b. Cash is decreased.

Cash is increased.

Cash and/or Accounts Receivable are increased.

Accounts Payable and Accrued Expenses is increased or
Cash is decreased.

5. Cash is decreased.

hronNPE
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BYP2.2 INTERPRETING FINANCIAL STATEMENTS

1. Deferred income tax liability.

2. Income tax expense.
3. Also, in a corporation the owners are called shareholders. So,

the final two amounts have different names in a proprietorship.

Solutions Manual 2.186 Chapter 2
© 2022 John Wiley & Sons Canada, Ltd. Unauthorized copying, distribution, or transmission of this page is prohibited.

omplete Solutions Manual for Accounting Principles, Volume 1, Enhanced eText, Canadian Edition 9th Edition 9th \



https://textslibrary.com/books/9781119786818-solutions

Weygandt, Kieso, Kimmel, Trenholm, Warren, Novak Accounting Principles, Ninth Canadian Edition

BYP2.2 (Continued)

b. WATERLOO BREWING LIMITED
Trial Balance
January 31, 2020

Accounts receivable $ 4,976,226

Inventories 10,482,912

Prepaid expenses 787,448

Construction deposits 1,050,425

Property, plant, and equipment 32,808,678

Right-of-use assets 27,840,996

Intangible assets 15,184,333

Bank indebtedness $ 783,077
Accounts payable and accrued liabilities 12,909,771
Current portion of long-term debt 2,946,038
Current portion of lease liabilities 2,869,733
Provisions 958,025
Deferred income tax liability 2,208,947
Lease liabilities 23,226,137
Long-term debt 13,342,788
Shareholders’ (owners’) equity,

January 31, 20(19 ) equity 37,056,655
Shareholders’ (owners’) “drawings” 3,667,755

Revenue 60,333,417
Cost of sales 42,483,862

Depreciation and amortization expense 1,616,977
Sz;lfsérr]r:;rsketmg and administrative 11,842 088

Finance costs 1,500,682

Loss on misappropriated funds, net 1,869,595

Gain on disposal of property, plant,

and equipment and right-of-use assets 15,168
Income tax expense 537,779

$156,649,756  $156,649,756
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BYP2.2 (Continued)

c. Items have been grouped on the Waterloo Brewing Limited
income statement based on the nature of the expenses such as
sales, marketing and administrative expenses. Preparing a
more condensed statement of income is preferable for large
organizations such as Waterloo Brewing Limited as the users of
the financial statements are generally investors who are not
interested in any greater detail concerning expenses than what
has been presented by management.

d. Waterloo Brewing Limited provides goods to their customers.
They generally get paid when the goods are delivered, or soon
thereafter. There would be no need for customers to have pay
in advance of getting the product. Therefore, there is no need
for unearned revenue. A company that designs and builds
custom houses would probably require customers to pay a
portion of the cost in advance.

LO 4 BT: AP Difficulty: M Time: 30 min. AACSB: None CPA: cpa-t001 CM: Reporting
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BYP2.3 COLLABORATIVE LEARNING ACTIVITY

All of the material supplementing the collaborative learning activity,
including a suggested solution, can be found in the Collaborative
Learning section of the Instructor Resources site accompanying this
textbook.

LO 2 BT: AP Difficulty: M Time: 20 min. AACSB: None CPA: cpa-t001 CM: Reporting
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BYP2.4 COMMUNICATION ACTIVITY

e-mail:
Hello instructor,

As requested, following is an explanation and illustration of the steps
in the recording process as they relate to the March 15 events for
White Glove Company:

(1) Inthe first example, atransaction has not yet taken place. White
Glove’s financial position (assets, liabilities, and owner’s equity)
IS not changed as a result of the contract. There has been no
exchange between the parties involved in the event.

(2) In the second example, bills totalling $6,000 were sent to
customers for services performed. First, we analyze the
transaction to determine the accounts involved and the
debits/credits required. We determine that the asset Accounts
Receivable is increased $6,000 and Service Revenue is
increased $6,000. Debits increase assets and credits increase
revenues, so the next step is preparing the journal entry:

Accounts Receivable...........c.cooeeiiiiiiiien . 6,000
SEervice REBVENUE ......c.vvvviiieeeeeeeeeeeeeeeeea 6,000
Billed customer for services performed.

The third step is posting the entry. The $6,000 amount is then
posted to the debit side of the general ledger account Accounts
Receivable and to the credit side of the general ledger account
Service Revenue.
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BYP2.4 (Continued)

(3) In the third example, $2,000 was paid in salaries to employees.
First, we analyze the transaction to determine the accounts
involved and the debits/credits required. We determine that the
expense Salaries Expense is increased $2,000 and the asset
Cash is decreased $2,000. Debits increase expenses and credits
decrease assets, so the next step is preparing the journal entry:

Paid employee salaries.

The third step is posting the entry. The $2,000 amount is then
posted to the debit side of the general ledger account Salaries
Expense and to the credit side of the general ledger account
Cash.

| trust that the foregoing is satisfactory. Please let me know if
anything further is required.

LO 2 BT: C Difficulty: M Time: 20 min. AACSB: None CPA: cpa-t001 CM: Reporting
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BYP2.5 “All About You” Activity

a. On September 1, 2024, my personal equity would be as follows:

Cash ($4,000 + $14,000)......... $18,000
Clothes......cccoeeieviieeeee, 1,000
Cell phone........ccoeiiiiiiiicnn 200
Total asSetsS ....oovvvevveieiiiienennes 19,200
Less Student loan .................. (14,000)
Personal equity, Sept. 1, 2024  $5,200
b.
Personal Trial Balance
December 15, 2024
Debit Credit
CaASh cuvieiiiiiiiiii $6,000
Clothes ($1,000 + $1,500)......ccccccevvrvrreirrennnnnn 2,500
Cell phone. ..., 200
COMPULET oo 1,000
Damage deposit on apartment..................... 400
Unused bUS PasS......ccoevevveiiiieeiiieeeiieeeeai 250
StUdeNt 10aN .ooeeeeeeee e $14,000
Personal equity ......ccccoeviviiiiiiiii e, 5,200
Rent eXpense... ..o 1,600
GrocCeries EXPENSE ....cicvveeveiieeeieeeee et eeaanee, 1,200
Tuition for September to December............. 2,800
Textbooks for September to December....... 600
Entertainment expense........ccccoeeevvvieeeinnnnnnn, 1,500
Cell phone expense.......cccooevvveiiiiieeeieiineeen, 250
Internet eXpPense......c.ovveiiiiiiiiiiie e 200
BUS pass eXPeNSe.......ccoceuvieniiiiiiiieieeeees 250
ATTTAre oo _ 450
$19,200 $19,200
Solutions Manual 2.192 Chapter 2
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BYP2.5 (Continued)

b. (Continued)

Errors in the Trial Balance:

e The cash amount should be the amount in the bank account at
December 15.

e The computer was recorded at $100 rather than the actual cost
of $1,000.

e Rent expense of $2,000 should be split between the actual
expense of $1,600 ($400 per month for September to December
inclusive) and the damage deposit on the apartment which is an
asset and not an expense.

e Groceries are an expense and should be listed in the debit
column.

e Bus pass expense of $500 should be split between the amount
used for September through December 2024 of $250 and the
amount of the bus pass that represents an asset as at the end
of December 2024 of $250.

e The airfare is $450, not $540.

c. Personal equity, September 1 $5,200

Net loss * (8,850)
Personal equity (deficit), December 15 $(3,650)
RENT EXPENSE...covviiiiiiiieiie e $1,600
GroCEerieS EXPENSE ...civviieeieeeeieeeee e e e 1,200
Tuition for September to December................... 2,800
Textbooks for September to December............. 600
Entertainment eXpense.......cccoeevvviiiieiiiieeeeiineeeenn, 1,500
Cell phone expense .......cccoovvviiiieeiiieccie e, 250
INternet eXPensSe.... oo 200
Bus pass for September to December............... 250
Airfare eXPeNSEe ....coviivveiiiie e 450

FNEL I0SS i $8.850
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BYP2.5 (Continued)

d.
Personal Balance Sheet
December 15, 2024

Assets

CaASI e $6,000
ClOthES e 2,500
Cell phone. ..., 200
Damage deposit on apartment ..........cccoeevvviieevennnnnn. 400
Unused DUS PaSS.....coiiiiiiiiiiiiiieee e 250
(0] 00] o101 A=] TP 1,000

Total @SSelS . .uvuiiiiiiiiiii e $10,350

Liability and Deficit

Liability

Student loan .........ccccuiiiiiiiiie e $14,000
Personal equity (defiCit)......ccoeviiiiiiiiiiiiieeiieeee, (3,650)

Total liabilities and owner's equity..................... $10,350

e. Theamount of expenses in the September to December semester
totalled $8,850. It will not be necessary to use cash to pay for the
$250 bus pass next semester as it has already been purchased.
If the other expenses are kept at the same level, | will need $8,600
($8,850 — $250) of cash which exceeds my current cash balance
of $6,000 by $2,600. The cash balance is inadequate.

f. Expenses that can be avoided in the second semester include
entertainment expenses of $1,500 and the airfare of $450.
Another expense that can be reduced but not eliminated is the
cell phone expense.

g. Additional cash expenditures that could occur in the second
semester may possibly include repair to the computer or the loss
of the damage deposit and additional payments to the landlord
for damage to the apartment. Textbooks may exceed $600 in the
second semester.
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BYP2.5 (Continued)

h. Unless | get a part-time job or cut expenses in addition to the
entertainment and airfare expenses mentioned in f., it will be
necessary to ask for more money from my parents.

LO 4 BT: AP Difficulty: M Time: 35 min. AACSB: None CPA: cpa-t001 CM: Reporting
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BYP2.6 Santé Smoothie Saga

Apr. 12 No entry required for cashing Canada
Savings Bonds—this is a personal

transaction.

13 Cash ., 900
N. Koebel, Capital .........cc.ccovvveennnnnnn. 900
Invested cash in business.

15 Cash e 3,000
Notes Payable.......ccccoovvviiiiiiiininennnn. 3,000
Borrowed cash and signed a note.

18 Advertising EXpense......cccccccevviieeeennnnnn. 325
Cash..oii . 325
Paid advertising expense.

20 SUupplies .. 198
Cash..oooii 198
Purchased supplies for cash.

22 EQUIPMENT i 825
N. Koebel, Capital ..........cccccvvverennnnenn. 825
Invested equipment in business.

23 Account Receivable..........cccoeveiiiinn, 300
Revenue .......ccooevviiini e, 300

Billed customer for smoothies.

24 Telephone EXpense........ccccccceeveeevennnnnnn. 98
Accounts Payable...........ccccceeeiiennenns 98
Received invoice for cell phone.

28 Cash ..o 125
Unearned Revenue............cccceeeeeeen. 125

Received cash for services in advance.
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BYP2.6 (Continued)

b.
Cash
Apr. 13 900
Apr. 15 3,000 | Apr. 18 325
Apr.28 125 [ Apr. 20 198
Bal. 3,502
Accounts Receivable
Apr. 23 300
Supplies
Apr. 20 198
Equipment
Apr. 22 825 |
Accounts Payable
| Apr. 24 08
Unearned Revenue
Apr. 28 125
Notes Payable
| Apr. 15 3,000
N. Koebel, Capital
Apr. 13 900
Apr. 22 825
Bal. 1,725
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BYP2.6 (Continued)

b. (Continued)
Revenue
Apr. 23 300

Advertising Expense
Apr. 18 325

Telephone Expense
Apr. 24 98

SANTE SMOOTHIES
Trial Balance
April 30, 2024

Debit Credit

CaASN e $3,502
Accounts receivable ........c.cooooiiiiiiinnnn, 300
SUPPlies .o 198
Equipment.......cccoooveiiiiii s 825
Accounts payable........cccccceeeeeiiiiiinvvnnnnnn. $ 98
Unearned revenuUe .........cccccceeveeveevinnneenne, 125
Notes payable........ccccoooiiiiiiii, 3,000
N. Koebel, capital ..........cccoeeeviiiiiiinn, 1,725
REVENUE ... 300
AdvertiSing eXpPensSe ......ccccceeeeeeeeeivnnneennn, 325
Telephone expense.........cccceevveeveeinnnnnn. 98

$5,248 5,248
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