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CHAPTER 2.  Financial Statements and Accounting Concepts/Principles
E2─1.                                                                                   Category       Financial  Statement(s)
        Cash





         ​​​​________                ​​_________

        Accounts payable



         ​​​​________                ​​_________        

        Common stock




         ​​​​________                ​​_________         

        Depreciation expense



         ​​​​________                ​​_________         

        Net sales





         ​​​​________                ​​_________         

        Income tax expense



         ​​​​________                ​​_________

        Short-term investments



         ​​​​________                ​​_________

        Gain on sale of land



         ​​​​________                ​​_________

        Retained earnings



         ​​​​________                ​​_________

        Dividends payable



         ​​​​________                ​​_________

        Accounts receivable



         ​​​​________                ​​_________

        Short-term debt




         ​​​​________                ​​_________

E2─2.                                                                                  Category        Financial Statement(s)
        Accumulated depreciation


         ​​​​________                ​​_________                                       

        Long-term debt




         ​​​​________                ​​_________

        Equipment




 ​​​​        ________                ​​_________

        Loss on sale of short-term investments

  ​​​​       ________                ​​_________

        Net income




​​​         ​________                ​​_________

        Merchandise inventory



​​​         ​________                ​​_________

        Other accrued liabilities



 ​​​        ​________                ​​_________

        Dividends paid




​​​         ​________                ​​_________ 

        Cost of goods sold



 ​​​        ​________                ​​_________

        Additional paid-in capital


 ​​​​        ________                ​​_________

        Interest income




 ​​​​        ________                ​​_________

        Selling expenses




 ​​​​        ________                ​​_________

	E2-3.
	
	Firm A
	
	Firm B
	
	Firm C

	
	Total assets, 31/12/02
	$420,000
	
	$540,000
	
	$325,000 

	
	
	
	
	
	
	

	
	Total liabilities, 31/12/02
	215,000
	
	145,000
	
	

	
	
	
	
	
	
	

	
	Paid-in capital, 31/12/02
	75,000
	
	
	
	40,000

	
	
	
	
	
	
	

	
	Retained earnings, 31/12/02
	
	
	310,000
	
	

	
	
	
	
	
	
	

	
	Net income for 2002
	
	
	83,000
	
	113,000

	
	
	
	
	
	
	

	
	Dividends declared and 
	50,000
	
	19,000
	
	65,000

	
	  paid during 2002 
	
	
	
	
	

	
	
	
	
	
	
	

	
	Retained earnings, 1/1/02
	78,000   
	
	
	
	42,000

	
	
	
	
	
	
	

	E2-4.
	
	Firm A
	
	Firm B
	
	Firm C

	
	Total assets, 31/12/02
	
	
	$435,000
	
	$520,000 

	
	
	
	
	
	
	

	
	Total liabilities, 31/12/02
	$80,000
	
	
	
	205,000

	
	
	
	
	
	
	

	
	Paid-in capital, 31/12/02
	55,000
	
	59,000
	
	140,000

	
	
	
	
	
	
	

	
	Retained earnings, 31/12/02
	
	
	186,000
	
	

	
	
	
	
	
	
	

	
	Net income for 2002
	68,000
	
	110,000
	
	81,000

	
	
	
	
	
	
	

	
	Dividends declared and 
	12,000
	
	
	
	28,000

	
	  paid during 2002 
	
	
	
	
	

	
	
	
	
	
	
	

	
	Retained earnings, 1/1/02
	50,000
	
	124,000
	
	


	E2‑5.
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	

	E2‑6.
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


E2‑7.                                                                                            OE                     

                                   A           =         L           +           PIC         +          RE
        Beginning:     

        Changes:                                                                                                        
        Ending:                            =                       +                           +                     .

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


E2‑8.                                                                                            OE                     

                                   A           =         L           +           PIC         +          RE
        Beginning:     

        Changes:                                                                                                        
        Ending:                            =                       +                           +                     .

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


P2-9. _________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________
P2-10. a.
	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


b. ____________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

P2-11. a. 

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


b.

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


c.

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


d.

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


e. ____________________________________________________________________________

______________________________________________________________________________

P2-11. f.

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


P2-12 a. 

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


b.

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


c.

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


d.

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


P2-12. e ______________________________________________________________________

f.

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


P2-13.  a.                                               BREANNA, INC.

                                                              Income Statement

                                             For the Year Ended December 31, 2002      

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


     BREANNA, INC.

                                             Statement of Changes in Owners’ Equity

                                              For the Year Ended December 31, 2002

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


P2-13 a.                                                BREANNA, INC.

                                                                 Balance Sheet

                                                             December 31, 2002                              

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


b. ____________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

c. ____________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

d.____________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

e. ____________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

P2-14.  a.                                                   SHAE, INC.

                                                              Income Statement

                                             For the Year Ended December 31, 2002  

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


 ______________________________________________________________________________

______________________________________________________________________________

                                                                   SHAE, INC.

                                             Statement of Changes in Owners’ Equity

                                              For the Year Ended December 31, 2002

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


P2-14. a.                                                     SHAE, INC.

                                                                 Balance Sheet

                                                              December 31, 2002                            

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


b. ____________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

c. ____________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

d.____________________________________________________________________________

______________________________________________________________________________

P2-14. e.  _____________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

P2-15. a.

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


______________________________________________________________________________

______________________________________________________________________________

b.                                                            GARBER, INC.

                                                         Statement of Cash Flows 

                                              For the Year Ended December 31, 2002
              Cash flows from operating activities




        $

              Cash flows from investing activities





                  

              Cash flows from financing activities




         (12,000)
              Net increase in cash for the year





        $

              Cash balance, January 1, 2002





                       
              Cash balance, December 31, 2002





        $            .             

c. ____________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

d. ____________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

P2-15. e. ___________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

P2-16. a.

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


______________________________________________________________________________

______________________________________________________________________________

b.

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


_____________________________________________________________________________

______________________________________________________________________________
P2-16. c. ______________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

d. ____________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

P2-17.                                                                                                                                   Owners’                                                                                                                                    

                                                                                                    Assets   =   Liabilities  +   Equity
         a.  Borrowed cash on a bank loan


       

         b.  Paid an account payable



                        

         c.  Sold common stock




        

         d.  Purchased merchandise inventory on account
        

         e.  Declared and paid dividends



        

         f.  Collected an account receivable


       

         g.  Sold inventory on account at a profit 

         

         h.  Paid operating expenses in cash




          i.  Repaid principal and interest on a bank loan


P2-18. a.                                                                                                                            Owner’s                                                                                                                                       

                                                                                                     Assets   =   Liabilities  +  Equity
         August 1, 2002 totals




       $420,000      $345,000     $75,000

         August 3, borrowed $15,000 in cash from the bank
         +15,000        +15,000                 
                New totals





       $435,000      $360,000     $75,000   

         August 7, bought merchandise inventory 

            valued at $32,000 on account



         
                New totals





                                 

         August 10, paid $3,000 cash operating expenses
 

                New totals





 

         August 14, received $30,000 in cash from sales


            of merchandise that had cost $21,000 

 

                New totals





 

         August 17, paid $8,000 owed on accounts payable
 

                New totals





            

         August 21, collected $11,000 of accounts receivable
 

                New totals





             

         August 24, repaid $10,000 to the bank, plus 

            $200 interest





 

                New totals





 

         August 29, paid April Panton a $2,000 cash dividend
 

         August 31, 2002 totals




       

P2-18. b. ______________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

c. ____________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

d.____________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

e. ____________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

f. ____________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

g.____________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

P2-19.  Assets:                                                                      Liabilities and Owners’ Equity:
            Cash



                 $    700        Note payable


 $      

            Accounts receivable

                                     Accounts payable

   3,400

            Land



                                         Total liabilities

 $          

            Automobile


 $                                  Common stock

   8,000

            Less: Accumulated 

              depreciation
                                          ______       Retained earnings

  _____                            

                                                                                                     Total owners’ equity
                       

            Total assets


                $                   Total liabilities and 

                                                                                                 owners’ equity                       $         .            

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________
P2‑20.                                                         EPSICO, INC. 

                                                                    Balance Sheets

                                                         December 31, 2002 and 2001

Assets                                          2002      2001        Liabilities                                    2002      2001
Current assets:                                                           Current liabilities:       

Cash



    $            $   30        Note payable


  $    49     $   40

Accounts receivable

       126        120        Accounts payable

      123        110
Inventory


       241        230             Total current liabilities
  $  172     $ 150
   Total current assets

   $             $ 380         Long-term debt

  $             $   80
Land



   $             $   25        Owners’ Equity
Equipment


                     375        Common stock


  $  200     $ 200

  Less: Accum. depr.

    (180)      (160)        Retained earnings

                    190
Total land & equipment
   $             $ 240             Total owners’ equity
  $             $ 390
Total assets


   $             $ 620        Total liabilities & OE

  $             $ 620
______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

P2‑21.                                                    OPTICO, INC. 

                                                                Balance Sheet

                                                            December 31, 2002
	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


P-2-22.  a.                                         SWORDS, INC.

                                                           Balance Sheets

                                                December 31, 2002, and 2001
Assets                                                                                                        2002          2001
Cash








    $   65,000   $                            Accounts receivable






       134,000                                 Inventory







                         170,000
     Total current assets





    $                 $             .              Land








                           10,000 Buildings







                         290,000               Less: Accumulated depreciation




       (98,000)                  
    Total land and buildings





                                  
Total assets







    $                 $            .             

Liabilities                                                                                                 2002          2001
Short-term debt






    $   41,000   $                            Notes payable







         66,000                                 Accounts payable






                        157,000 

    Total current liabilities





    $                 $ 

Long-term debt






                          75,000 

Owners' Equity
Common stock






    $   30,000                                 Retained earnings






                                  

    Total owners' equity





    $                $             .              
Total liabilities and owners' equity




    $                $             .

______________________________________________________________________________

 ______________________________________________________________________________

______________________________________________________________________________

b.                                                            SWORDS, INC.

                                        Statement of Changes in Retained Earnings


  For the Year Ended December 31, 2002

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


P2-22. c. ______________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

d.____________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________
______________________________________________________________________________

______________________________________________________________________________
P2-23. a.

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

b. 

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


______________________________________________________________________________

______________________________________________________________________________

c. ____________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

	P2-24. a.
	
	
	

	For the year ended December 31:


	1999
	
	1998

	  Net operating revenues
	$14,406
	
	$

	
	
	
	

	  Cost of goods sold
	
	
	8,391

	
	
	
	

	  Gross profit
	5,391
	
	5,023

	
	
	
	

	  Selling, delivery, and administrative expenses
	
	
	4,154

	
	
	
	

	  Operating income
	
	
	

	
	
	
	

	  Interest expense, net
	751
	
	

	
	
	
	

	  Income before income taxes
	88
	
	

	
	
	
	

	  Income tax expense
	
	
	27

	
	
	
	

	  Net income
	$59
	
	$142

	
	
	
	

	  Cash dividends declared
	
	
	58

	
	
	
	

	P2-24. a.
	
	
	

	At December 31:


	1999
	
	1998

	  Total assets
	$22,730
	
	$

	
	
	
	

	  Total liabilities
	19,806
	
	18,694

	
	
	
	

	  Total shareowners’ equity
	
	
	2,438

	
	
	
	

	  Reinvested earnings
	447
	
	458


______________________________________________________________________________

______________________________________________________________________________

b. ____________________________________________________________________________

______________________________________________________________________________

C2-25.  a.                                                  SELF, INC.

    
Balance Sheet


As of Today

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


C2-25. b.                                                   SELF, INC.

    
Projected Income Statement


For the Current Semester

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


c. ____________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

d. ____________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

e. 1. __________________________________________________________________________

______________________________________________________________________________

2.____________________________________________________________________________

______________________________________________________________________________

3.____________________________________________________________________________

______________________________________________________________________________
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