Example #1:
Realization Principle

XYZ Company sold 50 computers on December 24, 1994 at $100 per computer.  $3,000 was received 

on December 24 with the remaining $2,000 received on January 7, 1995.


REQUIRED:

Using the realization principle, determine the amount of revenue that should be




recorded in 1994 and 1995

Example #2:
Matching Concept

XYZ Company sold 50 computers during 1992.  XYZ Company acquired and paid for 20 of the 


computers in 1991 at a total cost of $24,000.  27 of the computers were acquired and paid for in

 
1992 at a total cost of $46,000.  The remaining 3 computers were acquired by XYZ in 1992 at a

total cost of $4,100 but were not paid for until 1993.

REQUIRED:

(1)
Using the matching concept, determine how much expense should be





recorded in years 1991 - 1993?  What is this expense called?




(2)
Assume each computer is sold for $2,800.  Calculate the gross profit






for years 1991 - 1993

Example #3:
Cash Accounting

Redo example #1 and part (1) of example #2 using cash accounting instead of accrual accounting.

Example #4:
T-Account Analysis

Assume the following information:



Ending Cash Balance   …………………….
$ 42,000



Debits to Cash   ……………………………
   25,000



Credits to Cash   ……………………………
   17,000


REQUIRED:

(1)
Calculate the beginning cash balance





(2)
Assume the information above relates to accounts payable rather than cash.






Calculate the beginning accounts payable balance.

Example #5:
Journal Entries & Transaction Analysis

Betty DeRose, Inc. sells computer systems.  The following transactions occurred during June, 1999:


June 1

issued 7,000 shares of common stock for $245,000 cash

June 3

raised additional funds by borrowing $100,000 from the High Street Bank on a 10-year note


June 5

purchased land for $75,000 cash


June 10

purchased inventory costing $10,000 on account

June 11

sold a computer system for $15,000 cash


June 11

the computer system sold above had a cost of $8,000


June 15

purchased office equipment for $9,600  --  $5,000 was paid in cash with the balance of

 


$4,600 due in 60 days


June 17

purchased a building for $20,000  --  the building was appraised at $45,000; 




the sales agreement stated that Betty would pay the $20,000 next month


June 19

sold a small portion of the land purchased on June 5 to XYZ Company for $15,000  --  no

 


down payment was required but it was agreed the full price would be paid within two months




it was determined that the cost of this portion of the land was $12,000

June 21

paid dividends amounting to $12,000

June 22

paid $5,000 of the $20,000 owed for the building purchased on June 17

June 23

received $7,000 cash as partial settlement of the account receivable from XYZ

June 26

received a bill for advertising of $3,000 which is payable in 30 days


REQUIRED:

(1)
Prepare the journal entry to record each of the above transactions





(2)
Determine the effect each of the above transactions has on revenues, 






expenses, net income, assets, liabilities, and equity
