Second Batch of Transaction Analysis
Each time you record a transaction, consider the following set of questions:

1. What accounts are affected by the transaction?

2. What classification is each account (i.e., asset (current, long term), liability (current, long term), equity, revenue, expense)?

3. For each affected account – is the account balance increasing or decreasing as a result of the transaction?

4. What is the PRIMARY accounting principle AND type of ‘activity’ (financing, investing, operating) illustrated by the example?

5. Does the balance sheet equation still balance after entering the transaction information on the worksheet using appropriate account names and monetary amounts (remember, every transaction affects at least two different account balances)?

Following are a set of transactions for the first month of operations that need to be recorded in the system of accounts for a small business.   Record each transaction using the above 5 questions as your guide.

a. The owner invests $150,000 of cash to begin the operations in exchange for common stock.

b. A van is purchased for the business for $30,000.  It is purchased for cash, on the last day of the month.
c. A store is rented and the first month’s rent of $5,000 was paid (in cash).  The rent includes all equipment and fixtures need to operate the store.

d. Inventory of $10,000 is purchased on credit.

e. Newspaper ads are purchased for the first month and paid in the amount of $1,500.

f. Employee wages of $15,000 are earned and paid during the month.

g. Sales for the month total $36,000 and all are on credit.

h. The inventory that was sold in (g) originally cost the company $8,000.

i. Utility bills for the month are $950 and they have not been paid yet.

j. Of the inventory purchased in (d), $7,000 is paid for.

k. Cash is received for $25,000 of the sales in (g).

l. The owner pays herself a dividend of $2,000 from the company at the end of the month.

