Financial & Managerial Accounting

Fall 2009

Practice with Recording Transactions

JD just graduated from high school and is hoping to make money during the summer for college.  He has decided to start his own lawn service company.  To do so, JD takes the following immediate actions.

· Borrow $2,500 from his parents

· Puts $500 of his own money into the business

· Purchases (with cash) a riding lawn mower in the amount of $1,200

· Purchases (with cash) a push lawn mower in the amount of $200

· Purchases (with cash) tools and equipment in the amount of $100

· Hires his little sister to help with the trimming and raking at a wage of $5 per hour

1.  Construct the beginning balance for JD’s Lawn Service
2.  During the month of May, JD has the following transactions

May 5, purchases (with cash) $50 in gasoline for the mowers to be used during the month
	Balance Sheet
	Income Statement

	ASSETS
	LIABILITIES 
	EQUITY
	REVENUE
	 EXPENSES
	NET INCOME

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 


May 13, performs lawn service for 10 customers and receives cash in the amount of $550
	Balance Sheet
	Income Statement

	ASSETS
	LIABILITIES 
	EQUITY
	REVENUE
	 EXPENSES
	NET INCOME

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 


May 14, pays his sister $50 for work performed on previous jobs
	Balance Sheet
	Income Statement

	ASSETS
	LIABILITIES 
	EQUITY
	REVENUE
	 EXPENSES
	NET INCOME

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 


May 21, pays his parents $150 towards the original loan ($50 went towards interest on the loan with the remaining going towards the principal)

	Balance Sheet
	Income Statement

	ASSETS
	LIABILITIES 
	EQUITY
	REVENUE
	 EXPENSES
	NET INCOME

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 


3.  Construct JD’s income statement for the month and balance sheet at the end of the month.

4.  During the month of June, JD has the following transactions

6/2, JD purchases (with a credit card) $100 worth of gasoline to be used during the month
	Balance Sheet
	Income Statement

	ASSETS
	LIABILITIES
	    OWNERS' 

    EQUITY
	REVENUE
	EXPENSES
	NET INCOME

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 


6/12, JD performs lawn service in the amount of $800 for 10 customers, receiving $500 in cash and promises to pay from the remaining customers
	Balance Sheet
	Income Statement

	ASSETS
	LIABILITIES
	    OWNERS' 

    EQUITY
	REVENUE
	EXPENSES
	NET INCOME

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 


6/12, JD promises to pay his sister $100 for helping with the lawn servicing work she has already completed.
	Balance Sheet
	Income Statement

	ASSETS
	LIABILITIES
	    OWNERS' 

    EQUITY
	REVENUE
	EXPENSES
	NET INCOME

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 


6/19, JD receives cash in the amount of $300 from a customer that will be gone for the summer.  The agreement is that JD will perform lawn services during the 3 months (June, July, and August) of the summer.

	Balance Sheet
	Income Statement

	ASSETS
	LIABILITIES
	    OWNERS' 

    EQUITY
	REVENUE
	EXPENSES
	NET INCOME

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 


6/20, JD performs the lawn service for the month of June for the customer that will be gone during the summer.

	Balance Sheet
	Income Statement

	ASSETS
	LIABILITIES
	    OWNERS' 

    EQUITY
	REVENUE
	EXPENSES
	NET INCOME

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 


6/24, JD receives the remaining balance from services performed on 6/12.

	Balance Sheet
	Income Statement

	ASSETS
	LIABILITIES
	    OWNERS' 

    EQUITY
	REVENUE
	EXPENSES
	NET INCOME

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 


6/25, JD pays the money that he owes to his sister from 6/12.
	Balance Sheet
	Income Statement

	ASSETS
	LIABILITIES
	    OWNERS' 

    EQUITY
	REVENUE
	EXPENSES
	NET INCOME

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 


6/26, JD recognizes that the mowers have depreciated in the amount of $200.
	Balance Sheet
	Income Statement

	ASSETS
	LIABILITIES
	    OWNERS' 

    EQUITY
	REVENUE
	EXPENSES
	NET INCOME

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 


