Chapter 2

Solutions to Exercises and Problems


Exercises
E 2-1 Taka Company had the following transactions during February 2007.

	
	
	Assets
	Liabilities
	OE

	1.
	P                Purchased office supplies by paying c     cash
	Increase and decrease by the same amount
	
	

	2.
	Purchased inventory on account.
	Increase
	Increase
	

	3. 
	Paid the utilities bill.
	Decrease
	
	Decrease

	4.
	The owner withdrew money from business for personal use.
	Decrease
	
	Decrease

	5.
	Bought a building. Paid half of the price in cash and the balance as note payable.
	Increase and decrease
	Increase by the difference
	

	6.
	Received cash from one of the clients who owed to the company.
	Increase and decrease by the same amount
	
	

	7.
	Paid salary to the staff.
	Decrease
	
	Decrease

	8.
	Earned service revenue XE "revenue"  on account.
	Increase
	
	Increase

	9.
	Lost equipment in fire.
	Decrease
	
	Decrease


E 2-2
 Show the effect of the following transactions on assets XE "assets" 
	The owner invests cash in business
	Increase

	Business purchases XE "purchases"  equipment on credit
	Increase

	Business pays off a note to the bank
	Decrease

	Business pays current month’s rent
	Decrease

	The company receives cash for shares of capital XE "capital"  stock issued
	Increase

	Business sells land on credit at a price equal to its cost XE "cost" 
	No change


E 2-3 Fill in the unknown values in the accounting equation for each entity (in TL).

	
	Assets
	Liabilities
	Owners’ Equity

	Company A
	288.600
	185.400
	103.200

	Company B
	32.950
	15.950
	17.000

	Company C
	16.340
	5.960
	10.380


E 2-4 Show the effects of the following transactions on the accounting equation.

a. Owner invested TL 12.000 cash in the business.

b. Purchased office supplies by paying TL 65 cash.

c. Performed service for a client on account, TL 950.

d. Purchased computers for the business for TL 1.300 on account.

e. Received cash from the client (c) above, TL 900.

f. Paid cash to the supplier (d) above, TL 250 .

g. Sold land for cash at cost, TL 9.000 million.

h. Performed services for a client and received cash of TL 540.

i. Paid TL 650 million for the office rent.

	
	Total Assets
	Total Liabilities
	Owners’ Equity

	a.
	Increase
	No Change
	Increase

	b. 
	No Change
	No Change
	No Change

	c. 
	Increase
	No Change
	Increase

	d. 
	Increase
	Increase 
	No Change

	e.
	No Change
	No Change
	No Change

	f.
	Decrease
	Decrease
	No Change

	g.
	No Change
	No Change
	No Change

	h. 
	Increase 
	No Change
	Increase

	i.
	Decrease 
	No Change
	Decrease


E 2-5 The following balances are taken from the books of UCM A.Ş. as of 31 March 2000. 

In TL 

	Accounts Payable
	28.000
	Property, Plant and Equipment
	130.000

	Accounts Receivable
	1.600
	Notes Payable (due in April 2000)
	58.000

	Buildings
	104.000
	Salaries Payable
	6.000

	Cash
	?
	Supplies
	800

	Capital
	298.800
	
	

	Land
	136.000
	
	


Required: Determine the balance of cash.

UCM AS

Balance Sheet

As of 31 March 2000

In TL 

	Assets
	
	Liabilities and Shareholders’ Equity
	

	Cash
	18.400
	Notes Payable
	58.000

	Accounts Receivable
	1.600
	Accounts Payable
	28.000

	Supplies
	800
	Salaries Payable
	6.000

	Land
	136.000
	Total Liabilities
	92.000

	Buildings
	104.000
	Shareholders’ Equity
	

	Property, Plant and Equipment
	130.000
	Capital
	298.800

	
	
	
	

	Total Assets
	390.800
	Total Liabilities & Shareholders’ Equity
	390.800


E 2-6 For each account listed below, indicate whether a debit or credit is involved.
	 
	Debit
	Credit

	Cash is increased.
	x
	

	Revenue is decreased.
	x
	

	Salaries expense is increased.
	x
	

	Notes payable is increased.
	
	x

	Accounts receivable is decreased.
	
	x

	Capital stock is increased.
	
	x


E 2-7 For each of the transactions below, write the names of the accounts to be debited
         and credited in the appropriate column.

	
	DEBIT
	CREDIT

	Issued capital stock for cash
	Cash
	Capital

	Purchased supplies on credit
	Supplies
	Accounts Payable

	Received cash for services rendered.
	Cash
	Service Revenue

	Paid rental expense.
	Rent Expense
	Cash

	Collected an account receivable.
	Cash
	Accounts Receivable

	Borrowed money from a bank issuing a note.
	Cash
	Bank Note Payable

	Paid a creditor.
	Accounts Payable
	Cash


E 2-8 Listed below are the accounts for Wilson Company and a series of transactions.
         Indicate the accounts that would be debited and credited for each transaction.
	a. Capital

	b. Notes Payable

	c. Land

	d. Accounts Payable

	e. Accounts Receivable

	f. Building

	g. Cash

	h. Withdrawals


	
	DEBIT
	CREDIT

	1- Obtained loan from the bank, signed a note payable due in six months.
	Cash
	Notes Payable

	2- Sold land at cost; received part of the price in cash, with the balance due in 30 days.
	Cash 

Accounts Receivable
	Land

	3- Paid an account payable.
	Accounts Payable
	Cash

	4- Purchased building, paying part in cash and signing a note payable for the balance.
	Building
	Cash              

Note Payable

	5- Collected an account receivable.
	Cash
	Accounts Receivable

	6-The owner withdrew cash for personal use
	Withdrawals
	Cash


E 2-9 UGM Corporation runs a house cleaning company. UGM completed the following transactions during 2007:

	
	Assets
	Liabilities
	OE

	Charged customers for services provided on account.
	+
	
	+

	Paid a supplier on account
	-
	-
	

	Issued additional capital stock, receiving cash
	+
	
	+

	Purchased equipment on account
	+
	+
	

	Returned defective equipment originally purchased on account but later paid for
	-

+
	
	

	Received cash from customers in No.1 above
	+

-
	
	

	Paid cash to a customer to correct an overcharge for services
	-
	
	-

	Paid telephone bill
	-
	
	-

	Paid cash dividends to shareholders (owners)
	-
	
	-


E 2-10 ABAY is a service company organized as a sole proprietorship. Transactions in June 2007 are given in the table below. 

	 
	Cash
	+
	Acc. Rec.
	+
	Supplies
	+
	Equip.
	=
	Liab.
	+
	Capital
	Retained Earnings*

	Beg.Bal
	2500
	 
	 
	 
	1000
	 
	4500
	 
	1200
	 
	6800
	0

	Tr.1
	-400
	 
	 
	 
	 
	 
	400
	 
	 
	 
	 
	 

	Tr.2
	 
	 
	 
	 
	100
	 
	 
	 
	100
	 
	 
	 

	Tr.3
	4000
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	4000

	Tr.4
	-700
	 
	 
	 
	 
	 
	 
	 
	-700
	 
	 
	 

	Tr.5
	-500
	 
	 
	 
	 
	 
	 
	 
	 
	 
	-500
	 

	Tr.6
	-600
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	-600

	Tr.7
	 
	 
	2100
	 
	 
	 
	 
	 
	 
	 
	 
	2100

	Tr.8
	-3200
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	-3200

	
	1100
	
	2100
	
	1100
	
	4900
	
	600
	
	6300
	2300


(*)  Change in Capital  (Revenues and expenses)
Required:

1. Describe each transaction.

TR1. Purchase of equipment

TR2. Purchase of supplies on account

TR3. Revenues earned and collected

TR4 Paid for an account payable

TR5. Owner withdrew cash from the business

TR6. Expenses incurred and paid in cash

TR7. Provided service on account

TR8. Expenses incurred and paid in cash

2. What is the amount of net increase or decrease in cash?

Net decrease in cash:  (-400+4.000-700-500-600-3200) = -1.400

3. What is the amount of net increase or decrease in capital?

Net increase in capital = (-500) (except for the revenues and expenses)

4. What is the amount of the net income for the month?

Net Income = (2.100+4.000)-(600+3.200) = 2.300

5. How much of the net income was retained in the business?

(2.300-500) = 1.800 is retained in business

E 2-11 Record the following transactions in the general journal. (Explanations for the entries are not required)

	Date
	Account
	Debit
	Credit

	1 April
	Utility Expense
	78
	

	
	   Cash
	
	78

	
	
	
	

	4 April
	Office Furniture
	1.050
	

	
	   Accounts Payable
	
	1.050

	
	
	
	

	9 April
	Accounts Receivable
	1.230
	

	
	   Revenues
	
	1.230

	
	
	
	

	15 April
	Cash
	4.500
	

	
	   Bank Notes Payable
	
	4.500

	
	
	
	

	20 April
	Cash
	17.500
	

	
	   Motor Vehicles
	
	17.500

	
	
	
	

	23 April
	Office Equipment
	968
	

	
	   Notes Payable
	
	968

	
	
	
	

	27 April
	Accounts Payable
	1.050
	

	
	   Cash
	
	1.050


E 2-12 The accounts (all normal balances) in the ledger of GUN Company as of 31 December 2007 are listed below, in alphabetical order. Prepare a trial balance, listing the accounts in proper sequence and inserting the missing Cash Account balance.

	Gun Company Trial Balace
	Debit
	Credit

	Cash
	           3,600 
	 

	Accounts Receivable
	           8,900 
	 

	Office Supplies 
	             800 
	 

	Prepaid Advertising
	           1,200 
	 

	Prepaid Insurance
	           1,600 
	 

	Land
	           8,000 
	 

	Buildings
	       125,000 
	 

	Equipment
	         35,000 
	 

	Bank Loan
	 
	            24,000 

	Accounts Payable
	 
	              3,100 

	Capital Stock (Common Stock)
	 
	            75,000 

	Retained Earnings
	 
	            62,100 

	Dividends
	         15,000 
	 

	Fees Earned
	 
	            45,000 

	Cleaning Expense
	             900 
	 

	Salary Expense
	           7,500 
	 

	Utilities Expense
	           1,700 
	 

	Total
	       209,200 
	      209,200 


E 2-13 The following errors occurred when posting to the ledger. For each error, state the effect on the total debits and credits in a trial balance by “no effect” or “yes, it affects”. If the error would cause the trial balance to be out of balance, state:

a. The difference between the debit and credit totals, and  

b. Whether the total of the debit column or the credit column would be greater than the other.

1. A debit to Office Supplies of TL 520 was posted as TL 250. Yes it affects
2. A debit to Salary Expense of TL 800 was posted twice. Yes it affects
3. A credit to Accounts Payable of TL 100 was not posted. Yes it affects
4. A credit of TL 100 to Accounts Receivable was posted to Sales. No effect
5. An entry to show the payment of Telephone Expense of TL 130 was not posted. No effect
6. A credit of TL 80 to Cash was not posted. Yes it affects
The debit column is higher than the credit column. The debits are overstated by 530 and credits are understated by 180.

E 2-14 A first year accounting student prepared the following trial balance for her friend’s tutoring class, and showed it to you for verification. Upon reviewing the trial balance, the journal and the ledger, you discover the following errors and prepare a corrected trial balance.

a. Footing of the cash account shows TL 18.480 debit and TL 14.980 credit totals.

b. A payment of TL 400 to the supplier was not posted to the Cash account.

c. A receipt of TL 500 from a customer was not posted to the Accounts Receivable account.

d. The balance of the Equipment account was TL 4.500.

e. All accounts had normal balances.

	Guzin’s Tutoring

	Trial Balance

	31-May-2007

	Account Name
	Debit 
	Credit

	Cash
	TL 3.100
	 

	Accounts Receivable
	3.600
	 

	Prepaid Insurance
	 600
	

	Equipment
	4.500
	 

	Accounts Payable
	 
	3.000

	Salaries Payable
	
	 400

	Guzin Guz, Capital
	 
	5.800

	Service Revenue
	 
	6.200

	Salary Expense
	2.800
	 

	Advertising Expense
	 300
	

	Utilities Expense
	500
	 

	TOTAL
	15.400
	15.400


Problems

P 2-1 Solve for the unknown values in each of the following independent cases:

	

	Case A
	Case B
	Case C
	Case D

	Unearned Revenues 
	200 000

	     230.000
	700 000

	520 000

	Buildings and Machinery
	150.000

	   500 000
	300 000

	400.000

	Shareholder’s Equity  
	90.000
	120.000
	900 000

	330 000

	Cash and Accounts Rec.
	 170 000
	   250 000
	2.100.000
	450 000


	Notes Payable
	   30 000
	   400 000
	800.000

	0

	Total Assets 
	 320 000
	   750.000
	2.400 000
	850 000

	
	
	
	
	


P 2-2 Calculate the missing amounts for each of the following cases:

	           
	 Case A  
	Case B 
	Case C

	Accounts Receivable 
	20.500
	35.000
	18.000

	Capital 
	54.000
	62.500
	63.500

	Cash 
	19.700
	10.500
	13.000

	Office Supplies 
	7.700
	10.000
	7.500

	Accounts Payable 
	47.900
	10.000
	7.000

	Equipment 
	35.000
	9.500
	17.000

	Land 
	19.000
	7.500
	15.000


P2-3 Birke Company’s owner Birke Neler had the following transactions during January 2007. 

1. Birke Neler started his business by investing , TL 25.000 in cash.

2. Purchased land at a price of  TL 32.000. Paid  TL 18.000 in cash and signed a note payable for the balance.

3. Purchased office equipment for  TL 3.000 in cash.

4. Received cash for business services, TL 1.000.

5. Provided services for TL 2.000 to be received later.

6. Paid salaries of TL 1.800 

7. Sold equipment at its cost XE "cost"  of TL 1.500. Received , TL  900 in cash, remainder on account.

8. Collected receivables of  TL  350 of transaction  5 above.

9. Borrowed  TL 7.500 as a long-term loan from a bank.

10. Withdrew TL 1.000 for personal use.

	
	                             Assets
	Liabilities and Owners’ Equity
	

	
	Cash
	Accounts Receivable
	Land
	Equipment
	Accounts Payable
	Notes Payable
	Capital
	Change in Capital

	1. Birke Neler started his business by investing, TL 25.000 in cash.
	25.000
	
	
	
	
	
	25.000
	

	2. Purchased land at a price of TL 32.000. Paid TL 18.000 in cash and signed a note payable for the balance.
	-18.000
	
	32.000
	
	
	14.000
	
	

	3. Purchased office equipment for  TL 3.000 in cash.
	-3.000
	
	
	3.000
	
	
	
	

	4. Received cash for business services, TL 1.000.
	1.000
	
	
	
	
	
	
	1.000

	5. Provided services for TL 2.000 to be received later.
	
	2.000
	
	
	
	
	
	2.000

	6. Paid salaries of TL 1.800 
	-1.800
	
	
	
	
	
	
	-1.800

	7. Sold equipment at its cost of TL 1.500. Received , TL  900 in cash, remainder on account.
	900
	600
	
	-1.500
	
	
	
	

	8. Collected receivables of  TL  350 of transaction  5 above.
	350
	-350
	
	
	
	
	
	

	9. Borrowed  TL 7.500 as a long-term loan from a bank.
	7.500
	
	
	
	
	7.500
	
	

	10. Withdrew TL 1.000 for personal use.
	-1.000
	 
	 
	 
	 
	 
	 
	-1.000

	
	10.950
	2.250
	32.000
	1.500
	0
	21.500
	25.000
	200


P 2-4 The following transactions were completed by Sevilen Hair Dressing for the month of December 2007.

	1-     Hair dressing supplies were purchased on account for TL 12.500

	2-     Mr. Sevilen invested TL200.000 of  cash.

	3-     Rent was paid for December and January, TL3.000.

	4-     TL5.000 was borrowed as a loan.

	5-     Performed hair styling for TL22.500 on credit and TL31.500 on cash.

	6-     A customer get an appointment for hair coloring for 31 December 2000.

	7-     Telephone bill was paid, TL600 

	8-     Salaries were paid, TL8.000.

	9-     Collected receivables for TL15.000 


a. Journal Entries

	Account Name
	
	Debit
	Credit

	Supplies
	
	12.500
	

	     Accounts Payable
	
	12.500

	Cash
	
	200.000
	

	     Capital 
	
	
	200.000

	Prepaid Rent
	
	3.000
	

	      Cash
	
	
	3.000

	Cash
	
	5.000
	

	       Bank Notes Payable
	
	5.000

	Cash
	
	31.500
	

	Accounts Receivable
	22.500
	

	       Hair Styling Revenue
	
	54.000

	No entry required
	
	
	

	Utilities
	
	600
	

	         Cash
	
	
	600

	Salaries Expense
	
	8.000
	

	         Cash
	
	
	8.000

	Cash
	
	15.000
	

	        Accounts Receivable
	
	15.000


b. T-accounts

	 
	          Cash
	 
	 

	1
	200.000
	3.000
	3

	4
	5.000
	600
	7

	5
	31.500
	8.000
	8

	9
	15.000
	 
	 

	
	251.500
	11.600
	

	Ending Bal
	239.900
	 
	

	
	
	 
	

	 
	    Accounts Receivable
	 

	5
	22.500
	15.000
	9

	End Balance
	7.500
	 
	

	
	
	 
	

	
	
	
	

	 
	          Supplies
	 
	 

	1
	12.500
	 
	 

	End Balance
	12.500
	
	

	
	
	
	

	 
	   Prepaid Rent
	 
	 

	3
	3.000
	 
	 

	End Bal
	3.000
	
	

	
	
	
	

	 
	  Accounts Payable
	 

	 
	 
	12.500
	1

	
	 
	12.500
	End Bal

	
	
	
	

	 
	  Notes Payable
	 

	 
	 
	5.000
	4

	
	 
	5.000
	End Bal

	
	
	
	

	  
	 Capital 
	 
	 

	 
	 
	200.000
	2

	
	 
	200.000
	End Bal

	
	
	
	

	 
	Hair Styling Revenue
	 

	 
	 
	54.000
	 

	
	 
	54.000
	End Bal

	
	
	
	


	 
	      Utilities
	 
	 

	1
	600
	 
	 

	End Bal
	600
	
	

	 
	Salaries  Expense
	 

	8
	8.000
	 
	 

	End Bal
	8.000
	
	


c. Trial Balance

	
	     Sevilen Hair Dressing

	
	      Trial Balance
	

	
	as of 31 December 2007

	Account Name
	Debit
	Credit

	Cash
	239.900
	

	Accounts Receivable
	7.500
	

	Supplies
	12.500
	

	Prepaid Rent
	3.000
	

	Bank Notes Payable
	
	5.000

	Accounts Payable
	
	12.500

	Capital 
	
	200.000

	Hair Styling Revenue
	
	54.000

	Utilities
	600
	

	Salaries Expense
	8.000
	 

	             Total
	271.500
	271.500


P 2-5 Below are the account balances for Quality Hardware as of 31 December 2007 (in TL)
	Sales 
	32.000

	Notes Payable      
	4.000

	Cash
	7.000

	Mr. Quality, Capital
	15.000

	Insurance Expense
	5.000

	Office Supplies
	12.000

	Land
	6.000

	Wages Payable
	7.000

	Advertising Expense
	15.000

	Wage Expenses
	7.000

	Rent Expense
	6.000


	
	Quality Hardware

	
	Trial Balance
	

	
	as of 31 December 2007

	
	
	

	Account Name
	Debit
	Credit

	Cash
	7.000
	

	Office Supplies
	12.000
	

	Land
	6.000
	

	Notes Payable
	
	4.000

	Wages Payable
	
	7.000

	Mr. Quality, Capital
	15.000

	Sales
	
	32.000

	Insurance Expense
	5.000
	

	Advertising Expense
	15.000
	

	Wage Expenses
	7.000
	

	Rent Expense
	6.000
	

	   Total
	58.000
	58.000


P 2-6

a. Journalize the transactions

	Date 
	Account
	Debit
	Credit

	1 October
	Cash
	50.000
	

	
	   Y. Bulut, Capital
	
	50.000

	
	
	
	

	2 October
	Rent Expense
	1.200
	

	
	   Cash
	
	1.200

	
	
	
	

	4 October 
	Office Equipment
	2.000
	

	
	   Cash
	
	2.000

	
	
	
	

	5 October
	Office Furniture
	5.400
	

	
	   Accounts Payable
	
	5.400

	
	
	
	

	6 October
	Supplies
	150
	

	
	   Accounts Payable
	
	150

	
	
	
	

	8 October
	Accounts Receivable
	375
	

	
	   Revenues
	
	375

	
	
	
	

	15 October
	Cash
	150
	

	
	   Revenues
	
	150

	
	
	
	

	22 October
	Cash
	1.200
	

	
	   Unearned Revenues
	
	1.200

	
	
	
	

	23 October
	No entry
	
	

	
	
	
	

	27 October
	Accounts Payable
	150
	

	
	   Cash
	
	150

	
	
	
	

	29 October
	Cash
	275
	

	
	   Accounts Receivable
	
	275

	
	
	
	

	31 October
	Y. Bulut, Withdrawals
	1.600
	

	
	   Cash
	
	1.600


b. Post journal entries to T-accounts

	 
	           Cash
	 
	
	 
	   Accounts Receivable
	
	 
	Supplies
	 
	
	 
	Office Equipment
	

	(a)
	      50.000 
	     1.200 
	(b)
	
	(f)
	        375 
	        275 
	(k)
	
	(e)
	        150 
	
	
	(c)
	     2.000 
	
	

	(g)
	          150 
	     2.000 
	(c)
	
	
	 
	
	
	
	
	 
	
	
	
	 
	
	

	(h)
	       1.200 
	        150 
	(j)
	
	
	 
	
	
	
	
	 
	
	
	
	 
	
	

	(k)
	          275 
	     1.600 
	(l)
	
	
	 
	 
	
	
	
	 
	 
	
	
	 
	 
	

	
	      51.625 
	     4.950 
	
	
	
	        375 
	        275 
	
	
	
	        150 
	          -   
	
	
	     2.000 
	          -   
	

	
	      46.675 
	
	
	
	
	        100 
	
	
	
	
	        150 
	
	
	
	     2.000 
	
	

	
	 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	 
	       Office Furniture
	 
	
	 
	   Accounts Payable
	 
	
	 
	   Unearned Revenues
	 
	Y. Bulut,Capital
	 

	(d)
	       5.400 
	
	
	
	(j)
	        150 
	     5.400 
	(d)
	
	
	 
	     1.200 
	(h)
	 
	    50.000 
	(a)

	
	 
	
	
	
	
	 
	        150 
	(e)
	
	
	 
	
	
	
	 
	
	

	
	 
	
	
	
	
	 
	
	
	
	
	 
	
	
	
	 
	
	

	
	 
	 
	
	
	
	 
	 
	
	
	
	 
	 
	
	
	 
	 
	

	
	       5.400 
	          -   
	
	
	
	        150 
	     5.550 
	
	
	
	          -   
	     1.200 
	
	
	          -   
	    50.000 
	

	
	       5.400 
	
	
	
	
	 
	     5.400 
	
	
	
	 
	     1.200 
	
	
	 
	    50.000 
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	 
	Y. Bulut, Withdrawals
	 
	
	 
	         Revenues
	 
	
	 
	    Rent Expense
	 
	
	
	
	

	(l)
	       1.600 
	
	
	
	
	 
	        375 
	(f)
	
	(b)
	     1.200 
	
	
	
	
	
	

	
	 
	
	
	
	
	 
	        150 
	(g)
	
	
	 
	
	
	
	
	
	

	
	 
	
	
	
	
	 
	
	
	
	
	 
	
	
	
	
	
	

	
	 
	 
	
	
	
	 
	 
	
	
	
	 
	 
	
	
	
	
	

	
	       1.600 
	          -   
	
	
	
	          -   
	        525 
	
	
	
	     1.200 
	          -   
	
	
	
	
	

	
	       1.600 
	
	
	
	
	 
	        525 
	
	
	
	     1.200 
	
	
	
	
	
	


c. Prepare the trial balance

	Yağmur Bulut, SMMM
	
	

	Trial Balance
	
	

	31 October
	
	

	
	Debit
	Credit

	Cash
	      46.675 
	

	Accounts Receivable
	          100 
	

	Supplies
	          150 
	

	Office Equipment
	       2.000 
	

	Office Furniture
	       5.400 
	

	Accounts Payable
	
	       5.400 

	Unearned Revenue
	
	       1.200 

	Y. Bulut, Capital
	
	      50.000 

	Y. Bulut, Withdrawal
	       1.600 
	

	Revenues
	
	          525 

	Rent Expense
	       1.200 
	

	
	      57.125 
	      57.125 


P 2-7

a. Journalize the transactions

	Date 
	Account
	Debit
	Credit

	11 February
	Cash
	3.200
	

	
	   Accounts Receivable
	
	3.200

	
	
	
	

	12 February
	Accounts Receivable
	300
	

	
	   Revenues
	
	300

	
	
	
	

	15 February
	Withdrawals
	2.200
	

	
	   Cash
	
	2.200

	
	
	
	

	19 February
	Medical Supplies
	750
	

	
	   Cash
	
	750

	
	
	
	

	24 February
	Cash
	1.250
	

	
	   Revenues
	
	1.250

	
	
	
	

	28 February
	Rent Expense
	1.500
	

	
	   Cash
	
	1.500

	
	
	
	

	28 February
	Salary Expense
	1.000
	

	
	   Cash
	
	1.000


b. Post journal entries to T-accounts

	 
	 Cash 
	 
	 
	
	 
	 Accounts Receivable 
	 
	
	 
	 Medical Supplies 
	 
	
	 
	 Land 
	 
	 

	BB
	      1.000 
	      2.200 
	15/2
	
	BB
	     7.600 
	     3.200 
	11/2
	
	BB
	        450 
	
	
	
	BB
	    17.800 
	
	

	11/2
	      3.200 
	        750 
	19/2
	
	12/2
	        300 
	
	
	
	19/2
	        750 
	
	
	
	
	 
	
	

	24/2
	      1.250 
	      1.500 
	28/2
	
	
	 
	
	
	
	
	 
	
	
	
	
	 
	
	

	
	 
	      1.000 
	28/2
	
	
	 
	 
	
	
	
	 
	 
	
	
	
	 
	 
	

	
	      5.450 
	      5.450 
	
	
	
	     7.900 
	     3.200 
	
	
	
	     1.200 
	
	
	
	
	    17.800 
	
	

	
	           -   
	
	
	
	
	     4.700 
	
	
	
	
	 
	
	
	
	
	 
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	 
	 Accounts Payable 
	 
	
	 
	 Capital 
	 
	 
	
	 
	 Withdrawals 
	 
	
	 
	 Revenues 
	 
	 

	
	 
	      4.525 
	BB
	
	
	 
	    15.000 
	BB
	
	BB
	        900 
	
	
	
	
	 
	    10.100 
	BB

	
	 
	
	
	
	
	 
	
	
	
	15/2
	     2.200 
	
	
	
	
	 
	        300 
	12/2

	
	 
	
	
	
	
	 
	
	
	
	
	 
	
	
	
	
	 
	     1.250 
	24/2

	
	 
	 
	
	
	
	 
	 
	
	
	
	 
	 
	
	
	
	 
	 
	

	
	 
	      4.525 
	
	
	
	 
	    15.000 
	
	
	
	     3.100 
	
	
	
	
	 
	    11.650 
	

	
	 
	
	
	
	
	 
	
	
	
	
	 
	
	
	
	
	 
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	 
	 Salary Expense 
	 
	
	 
	 Insurance Expense 
	 
	
	 
	 Rent Expense 
	 
	
	
	
	
	

	BB
	         875 
	
	
	
	BB
	     1.000 
	
	
	
	BB
	 
	
	
	
	
	
	
	

	28/2
	      1.000 
	
	
	
	
	 
	
	
	
	28/2
	     1.500 
	
	
	
	
	
	
	

	
	 
	
	
	
	
	 
	
	
	
	
	 
	
	
	
	
	
	
	

	
	 
	 
	
	
	
	 
	 
	
	
	
	 
	 
	
	
	
	
	
	

	
	      1.875 
	
	
	
	
	     1.000 
	
	
	
	
	     1.500 
	
	
	
	
	
	
	

	
	 
	
	
	
	
	 
	
	
	
	
	 
	
	
	
	
	
	
	


d. Prepare the trial balance

	Good Health EN&T Clinic
	
	

	Trial Balance
	
	

	28-Feb-2007
	
	

	
	
	

	Account
	Debit
	Credit

	Cash
	-
	

	Accounts Receivable
	       4.700 
	

	Medical Supplies
	       1.200 
	

	Land
	      17.800 
	

	Accounts Payable
	
	       4.525 

	Capital
	
	      15.000 

	Withdrawals
	       3.100 
	

	Revenues
	
	      11.650 

	Salary Expense
	       1.875 
	

	Insurance Expense
	       1.000 
	

	Rent Expense
	       1.500 
	

	Total
	      31.175 
	      31.175 


P 2-8 Digi-Market A.Ş.’s balance sheet data at 31 August 2007 and 30 September 2007 follow (in TL):

	
	31 August 2007
	30 September 2007

	Total Assets
	125.500
	205.000

	Total Liabilities
	98.000
	128.000


Compute the amount of net income or loss of Digi-Market AŞ during September, under the following three independent assumptions about owners’ investments and withdrawals.

a. The owner invested 8.500 in the business and made no withdrawals. 

b. The owner made no investments in the business but withdrew 6.000 for the personal use.

c. The owner invested 32.000 in the business and withdrew 3.500 for personal use.

	a.
	Total Assets
	Total Liabilities
	Owners’ Equity

	31 August 2007
	125.500
	98.000
	27.500

	Investment by the owner
	8.500
	--
	8.500

	Balance before Net Income
	134.000
	98.000
	36.000

	30 September 2007
	205.000
	128.000
	77.000


Net Income
=77.000-36.000



=41.000

	b.
	Total Assets
	Total Liabilities
	Owners’ Equity

	31 August 2007
	125.500
	98.000
	27.500

	Withdrawal by the Owner
	-6.000
	--
	-6.000

	Balance before Net Income
	119.500
	98.000
	21.500

	30 September 2007
	205.000
	128.000
	77.000


Net Income
=77.000-21.500



=55.500

	C
	Total Assets
	Total Liabilities
	Owners’ Equity

	31 August 2007
	125.500
	98.000
	27.500

	Investment by the Owner
	32.000
	--
	32.000

	Withdrawal by the Owner
	-3.500
	--
	-3.500

	Balance before Net Income
	154.000
	98.000
	56.000

	30 September 2007
	205.000
	128.000
	77.000


Net Income
=77.000-56.000



=21.000

P2-9 

	
	
	 DR 
	 CR 

	1
	Cash
	      2,900 
	

	
	  Capital
	
	      2,900 

	2
	Office Supplies
	          80 
	

	
	  Cash
	
	          80 

	3
	Office Equipment
	      3,800 
	

	
	  Cash
	
	        800 

	
	  Notes Payable
	
	      3,000 

	4
	Office Equipment
	        410 
	

	
	  Accounts Payable
	
	        410 

	5
	Rent expense
	        125 
	

	
	  Cash
	
	        125 

	10
	Cash
	        225 
	

	
	  Revenues
	
	        225 

	12
	Office Supplies
	        280 
	

	
	  Accounts Payable
	
	        280 

	15
	Wage expenses
	        500 
	

	
	  Cash
	
	        500 

	16
	Prepaid Insurance
	        304 
	

	
	  Cash
	
	        304 

	20
	Accounts Payable
	        410 
	

	
	  Cash
	
	        410 

	21
	Accounts Receivable
	      3,075 
	

	
	  Revenues
	
	      3,075 

	25
	Cash
	        271 
	

	
	  Revenues
	
	        271 

	26
	Utility expenses
	          58 
	

	
	  Accounts Payable
	
	          58 

	27
	Utility expenses
	          29 
	

	
	  Cash
	
	          29 

	29
	Utility expenses
	          31 
	

	
	  Cash
	
	          31 

	30
	Cash
	      2,025 
	

	
	  Accoounts Receivable
	
	      2,025 

	30
	Wage expenses
	        500 
	

	
	  Cash
	
	        500 

	30
	Withdrawals
	        600 
	

	
	  Cash
	
	        600 

	
	
	    15,623 
	    15,623 


	Cash
	
	Accounts Receivable
	
	Prepaid Insurance

	2900
	80
	
	3075
	2025
	
	304
	

	225
	800
	
	1050
	
	
	
	

	271
	125
	
	
	
	
	Accounts Payable

	2025
	500
	
	Office Supplies
	
	410
	410

	 
	304
	
	80
	
	
	 
	280

	 
	410
	
	280
	 
	
	 
	58

	 
	29
	
	360
	
	
	410
	748

	 
	31
	
	
	
	
	 
	338

	 
	500
	
	Office Equipment
	
	
	

	 
	600
	
	3800
	
	
	Notes Payable

	5421
	3379
	
	410
	 
	
	 
	3000

	2042
	
	
	4210
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Capital
	
	Withdrawals
	
	Revenues

	 
	2900
	
	600
	
	
	 
	225

	
	
	
	
	
	
	 
	3075

	
	
	
	
	
	
	 
	271

	
	
	
	
	
	
	 
	3571

	
	
	
	
	
	
	
	

	Wage Expenses
	
	Utility Expenses
	
	Rent Expense

	500
	
	
	29
	
	
	125
	

	500
	 
	
	58
	
	
	
	

	1000
	
	
	31
	 
	
	
	

	
	
	
	118
	
	
	
	


	Trial Balance

	30-Jun-07

	
	Debit
	Credit

	Cash
	      2,042 
	

	Accounts Receivable
	      1,050 
	

	Prepaid Insurance
	        304 
	

	Office Supplies
	        360 
	

	Office Equipment
	      4,210 
	

	Accounts Payable
	
	        338 

	Notes Payable
	
	      3,000 

	Capital
	
	      2,900 

	Withdrawals
	        600 
	

	Revenues
	
	      3,571 

	Rent Expense
	        125 
	

	Wage Expenses
	      1,000 
	

	Utility Expenses
	        118 
	

	Total
	      9,809 
	      9,809 


P2-10

	Cash
	
	Accounts Receivable
	
	Prepaid Insurance

	3127
	280
	
	6024
	2310
	
	916
	

	20
	652
	
	3415
	4219
	
	652
	 

	2310
	1500
	
	2910
	
	
	1568
	

	55
	90
	
	Office Supplies
	
	Office Equipment

	3391
	612
	
	125
	55
	
	5230
	

	4219
	206
	
	125
	 
	
	810
	 

	 
	243
	
	195
	
	
	6040
	

	 
	62
	
	
	
	
	
	

	 
	1500
	
	Automobiles
	
	Accounts Payable

	 
	187
	
	12400
	
	
	612
	297

	 
	1000
	
	
	
	
	 
	125

	13122
	6332
	
	
	
	
	 
	810

	6790
	
	
	
	
	
	612
	1232

	
	
	
	
	
	
	 
	620

	Capital
	
	Retained Earnings
	
	
	

	 
	10000
	
	 
	5575
	
	Dividends

	
	
	
	
	
	
	1000
	

	
	
	
	
	
	
	1000
	 

	
	
	
	
	
	
	2000
	

	Salary Expenses
	
	Fees Earned
	
	Utility Expenses

	12500
	
	
	 
	33815
	
	347
	

	1500
	
	
	 
	3415
	
	62
	

	1500
	 
	
	 
	3391
	
	 
	 

	15500
	
	
	 
	40621
	
	409
	

	
	
	
	
	
	
	
	

	Rent Expense
	
	Advertising Expense
	
	Automobile Expense

	1400
	
	
	938
	
	
	1272
	

	280
	 
	
	206
	 
	
	243
	 

	1680
	
	
	1144
	
	
	1515
	

	Commission Expense
	
	
	
	
	
	

	4408
	20
	
	
	
	
	
	

	90
	
	
	
	
	
	
	

	187
	 
	
	
	
	
	
	

	4665
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	


	Trial Balance

	
	Debit
	Credit

	Cash
	         6,790 
	

	Accounts Receivable
	         2,910 
	

	Prepaid Insurance
	         1,568 
	

	Office Supplies
	            195 
	

	Office Equipment
	         6,040 
	

	Automobiles
	       12,400 
	

	Accounts Payable
	
	            620 

	Capital
	
	       10,000 

	Retained Earnings
	
	         5,575 

	Dividends
	         2,000 
	

	Fees Earned
	
	       40,621 

	Rent Expense
	         1,680 
	

	Salary Expenses
	       15,500 
	

	Utility Expenses
	            409 
	

	Advertising Expense
	         1,144 
	

	Automobile Expense
	         1,515 
	

	Commission Expense
	         4,665 
	

	Total
	       56,816 
	       56,816 


P 2-11   Below is the trial balance of BEKRİM Painting Services, as of 31 December 2008, as prepared by Bekri Manya, who tries to keep his own books. However, as you see in the trial balance below, his first attempt to prepare a trial balance is not successful, because it does not balance. He asks for your help. You go over the journal entries and the ledger posting and computations, and you discover several errors, which are stated below. Could you prepare a corrected trial balance and help him out?

	Bekrim Painting

	Trial Balance

	31-Dec-2008

	Account Name
	Debit 
	Credit

	Cash
	1.870
	 

	Accounts Receivable
	2.220
	 

	Office Supplies
	930
	 

	Prepaid Insurance
	214
	 

	Equipment
	6.940
	 

	Accounts Payable
	 
	640

	Notes Payable
	 
	1200

	Bekri Manya, Capital
	 
	3.620

	Bekri Manya, Withdrawals
	100
	 

	Service Revenue
	 
	14.700

	Wages Expense
	4.600
	 

	Rent Expense
	500
	 

	Advertising Expense
	31
	 

	Utilities Expense
	192
	 

	TOTAL
	17.597
	20.160


List of errors you discover: 

a. Balance of cash account was overstated by TL 100; i.e., it is more than it should have been.

b. A cash payment of TL 190 was posted as credit to Cash as TL 910.

c. A debit of TL 60 Accounts Receivable was not posted.

d. A return of TL 120 worth of Office Supplies was posted as a TL 210 credit to Office Supplies.

e. An insurance policy acquired for TL 148 was posted as credit to Prepaid Insurance.

f. A debit of TL 300 in Notes Payable was overlooked when determining the balance of the account.

g. The balance of Accounts Payable was understated by TL 100.

h. A debit of TL 300 for a withdrawal by the owner was posted as a credit to the Capital account.

i. The balance of Advertising Expense of TL 310 was listed as TL 31 in the trial balance.

j. Transportation expense of TL 418 was omitted from the trial balance.

	Bekrim Painting

	Trial Balance

	31-Dec-08 

	Account Name
	Debit 
	Credit

	Cash
	2490
	 

	Accounts Receivable
	2280
	 

	Office Supplies
	1020
	 

	Prepaid Insurance
	510
	 

	Equipment
	6940
	 

	Accounts Payable
	 
	740

	Notes Payable
	 
	900

	Bekri Manya, Capital
	 
	3320

	Bekri Manya, Withdrawals
	400
	 

	Service Revenue
	 
	14700

	Wages Expense
	4600
	 

	Rent Expense
	500
	 

	Transportation Expense
	418
	 

	Advertising Expense
	310
	 

	Utilities Expense
	192
	 

	TOTAL
	19660
	19660
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