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Bus.312 Financial Accounting 



Your Name:___________________________
Dr. Ahiarah






Date Submitted:________________________

STRUCTURED QUESTIONS TO BE ANSWERED FROM Chapter 04 Animated Chapter Presentation (Except As Otherwise Directed)  EXPECT TO LOSE POINTS ON RESPONSES THAT IGNORE THESE DIRECTIONS   Please submit by class date, but no later than 02/21/2011
Expect To Reap What You Sow In The Course, i.e., What you will get out of it will depend on what you put into it; this will be the case regardless of where you study this subject.

The following are learning objectives specified for this stage of your accounting lessons.  They are akin to key landmarks in this section of the ‘strange’ landscape of accounting that you are trying to get acquainted with.  They are listed to show you that the work you are asked to do relates to course learning expectations.
4.Understand basic Financial Accounting vocabulary (terms and concepts), including, for example, asset, liability, owner's equity, capital, revenue, expense, income/loss, etc. In addition, be able to distinguish between their correct or erroneous use(s) (in multiple-choice scenarios, for example).  (SUNY Mobility Business Transfer Guide (SMP-BTG) Learning Outcome #2:  Understanding of general accounting concepts and processes) 
5.Demonstrate familiarity with some of the underlying theories, logic or operative rules, of the Financial Accounting language, such as, the conceptual framework (including US-GAAP and/or IASB-IFRS), the basic accounting model, and valid variables (accountable events) that impact and change the model, and how.
7. Identify, process, and report the accountable events of an accounting entity. The superior students should be able to, accurately analyze complex accountable events using appropriate accounting logic, and apply the processing rules and methods to produce requested financial accounting outputs. Such students should also be able to meaningfully analyze, interpret, or describe the use of, the general-purpose financial statements.   (SMP-BTG:  Learning Outcome #3: Ability to analyze the impact of basic transactions on the financial statements of a business.  SMP-BTG:  Learning Outcome #5:  Ability to evaluate the financial performance of an economic entity on the basis of its financial statements).
3.01 Income St. and B/Sh

3.02 Statement of Equity

3.03 Cash Flow Statement

2.01: Financial Statements And US-GAAP

4.01 The basic acctg. Model (B/Sh Equation)

4.02 Income measurmnt. & accrual accounting

4.03 Impact of simple transactions on ‘B/Sh equation’

4.04 Debits and Credits

4.05 Accounting Records (journals, ledgers, etc.)

4.06 The accounting cycle (including adjustments)

Once again, here is how ALL you are to do in Chapter 4 are laid out in the course syllabus 
	Thurs Feb. 17 2011
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	~ Course Learning Objectives Covered in Chapter 4 are,   #4 to #7 (see p.2 in Syllabus):
FAIS - PROCESSING (INTERNAL/IMPLICIT EVENTS): Cash vs. Accrual Basis of Accounting.  Accounting Cycle Sequence. Adjusting for Deferrals, Accruals, & Estimates.  PREPARING END-OF-PERIOD I/S, SOE/SRE, B/Sh, and SCF.     Completing the Acctg Cycle
Go over Chapter 4 Presentations and Illustrations in Wiley-Plus Online at http://edugen.wiley.com/edugen/class/cls201278   (as many times as you need).  
Click on  Ch04ReqdReading in Wiley-Plus to access and complete indicated activities, including:  (i) Chapter 04 Animated Chapter Presentation  Answer  Structured Questions (now  posed here below) based on this presentation, and submit by class date, but no later than 02/21/2011;    (ii) Chapter 04 Audio Review;  and, (iii)  Chapter 04 Demonstration. 

Handout Homework on Completing the Accounting Cycle:  Tbooks.Com Corporation (see Course Page or go to: http://faculty.buffalostate.edu/ahiarasc/bus312/HandoutProb.html 
and Hawkins Rentals: http://faculty.buffalostate.edu/ahiarasc/bus312/HawkinsRental-April.xls Process the May 2007 transactions.
For additional Presentation on chapter, View Video “Recording Transactions” 

Chapter 4 Test Practice & Review:   #1: Complete, grade and review M/Cs at this site: http://bcs.wiley.com/he-bcs/Books?action=mininav&bcsId=4573&itemId=0470239808&assetId=153384&resourceId=14668&newwindow=true

#2 Complete, grade and review: Ch4FreePrctHW (at Wiley-Plus Online) 

 Evaluation: Do Ch4Test Online after you have posted a score from completing Ch4FreePrctHW




In this, chapter 4, as in the preceding chapter 3, we learn identifying, capturing, analyzing, processing and summarizing external/explicit and internal/implicit transactions pursuant to producing the financial statements with which we were acquainted in chapters 1 and 2.  We are learning about the “accounting cycle”; the recording process of the “cycle” transforms transactions into form for preparing financial statements. In a defined accounting period, originating external transactions are analyzed to assess if they satisfy criteria for entering/recording in the accounting books.  Qualifying ones are recorded first in a Journal from where they are posted to, and summarized in, ledger accounts.  After adjusting the ledger accounts for end-of period internal transactions, the four financial statements can then be prepared.  Following this, balances of the nominal/temporary capital accounts are cleared/closed/transferred to the permanent capital accounts.  The internal transactions to adjust for arise from so-called “timing issues.” These, in turn, are rooted in the interaction between the “periodicity” assumption and, the revenue/expense recognition and matching principles, and the accrual vs cash basis of accounting. All these are the menu items served up in chapter 4; as we order and consume them, we get a taste of the “accounting cycle”.        
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EXHIBIT 4-4 ________________________ 

Answer each question below clearly and responsively. THE ANSWERS EXPECTED ARE NOT TO BE CUT AND PASTED FROM GOOGLE OR WIKIPEDIA. Beware of plagiarism!  Please go through the material to which you are directed: Wikipedia is not yet an authoritative source of the materials for the  learning we are trying to have you achieve.  You may use a separate sheet and answer in the order of the questions, or answer each question directly below it expanding the workspace as necessary. Do not write one-liners (unless verbatim from the referenced material) as the one-liners might not demonstrate the best effort expected and that you are capable of.  One-liners and unresponsive answers will not earn full marks. ALL RESPONSES MUST BE TYPED OR WORD-PROCESSED; HAND-WRITTEN WORK WILL NOT BE ACCEPTED OR GRADED.  EXPECT TO LOSE POINTS ON GRADED RESPONSES THAT IGNORE THESE DIRECTIONS   You may submit your work electronically.

(1) From the presentation, i.e. Chapter 04 Animated Chapter Presentation, or chapter 4 reading in the text, define/explain: (i) time period assumption, and (ii) give three examples of time periods for accounting purposes.  2 POINTS
 (2) (A) Define/explain (i) Revenue recognition principle, (ii) Expense recognition principle, and (iii) Matching principle  3 POINTS
(B) Differentiate between  (i) Cash basis of  accounting, and (ii) Accrual basis of accounting   2 POINTS
              
3. (A) State two reasons why adjusting are needed.   1 POINT
  (B)  (i) When must adjusting entries be made, and (ii) Which two types of account must every adjusting entry include?    2 POINTS
  C) Identify and explain (i) two types of DEFERRAL adjusting entries, and  (ii) two types of ACCRUAL adjusting entries 4 POINTS
 (D) Expand/elaborate the whole Exhibit 4-23, below, by providing examples of accounts that illustrate each listing under  Type of adjustment,  Accounts Before Adjustment, and Adjusting Entry included: Please, follow the example of Prepaid Expenses shown:      5 POINTS
Type of adjustment,      Accounts Before Adjustment,                  Adjusting Entry
 Prepaid Expenses             Assets Overstated                                      Dr. Expenses
   Prepaid Rent                    Prepaid Rent


              Dr. Rent Expense



      Expenses Understated

                Cr. Assets




        Rent Expense



      Cr. Prepaid Rent

[image: image2]  EXHIBIT 4-23
4.  Following the illustration of Sierra Corporation’s “adjusting entries” in the Recording Process, please, record the INTERNAL/IMPLICIT transactions listed below, by preparing, in good form:
 (A)  The adjusting journal entries (include explanations) 7 POINTS 
 (B) associated general ledger postings, (7 POINTS) and 
(C) the adjusted trial balance of the ledger accounts of Adventure Advertising Co., as of October 31, 2010. 
       11.5 POINTS.
5. From the adjusted trial balance, prepare,
(A)  Income Statement, 4.5 POINTS
(B) Statement of Owner’s Equity or Statement of Retained Earnings 2.5 POINTS for the period ended on
         October 31, 2010, and 
(C)  Balance Sheet as of same date 8.5  POINTS. 

6. Then, prepare: (A) Closing entries (involving all nominal or temporary capital accounts) 13 POINTS Closing entries include: Closing Journal entries, and their posting to associated ledger accounts. 
(B) Finally, prepare  the Post-Closing Trial balance (7 POINTS) (showing active permanent accounts)  to complete the accounting cycle.   

The instructor will illustrate in class the Statement of Cash Flow (direct method) and the Worksheet supplemental device for dealing with adjustments. 

 Reinforcement exercise: Hawkins’ Rental Company’s transactions for the month of May, 2007. http://faculty.buffalostate.edu/ahiarasc/bus312/FinAcctg-HawkinsRentals.pdf   You should use the May 2007 transactions to replicate the solution provided here http://faculty.buffalostate.edu/ahiarasc/bus312/HawkinsRental-April.xls   for Hawkins Rental Co.’s April, 2007 transactions     
	Adventure Advertising Agency   ( Compare to Accounting Cycle Tutorial II, KWK 5th Ed)

	
	Use the following Chart of Accounts:

Assets

Liabilities

Stockholders’ Equity

Revenues

Expenses

Cash

Accounts Receivable

Advertising Supplies

Prepaid Insurance

Office Equipment

Accum. Depr.—Office Equipment

Notes Payable

Accounts Payable

Interest Payable

Unearned Service 
     Revenue

Salaries Payable

Common Stock

Retained Earnings

Dividends

Income Summary

Service Revenue

Salaries Expense

Supplies Expense

Rent Expense

Insurance Expense

Interest Expense

Depreciation 

    Expense



	2010
	External/Explicit Events

	October 1
	Stockholders invest $20,000 cash in an advertising venture to be known as the Adventure Advertising Agency, Inc.

	October 1
	 (1) October 1, Adventure first borrowed $6000 cash by signing a 3-month, 12% note payable.  (2) Next, Adventure used the $6,000 cash to purchase office equipment. 

	
	

	October 2
	A $2,200 cash advance is received from R. Knox, a client for advertising services that are expected to be completed by December 31st.

	October 3
	Office rent for October is paid in cash $1,000.

	October 4
	$800 is paid for a one-year insurance policy that will expire next year on September 30th.

	October 5
	An estimated 3-month supply of advertising materials is purchased on account from Aero Supply for $2,400.

	October 9
	Hire four employees to begin work on October 15.  Each employee is to receive a weekly salary of $500 for a 5-day work week payable every 2 weeks – first payment to be made on October 26.

	October 20
	The board of directors declares and pays a $800 cash dividend to stockholders.

	October 26
	Employees’ salaries of $4,000 are owed and paid in cash. (See October 9 transaction).

	October 31
	Received $12,000 in cash from Popa Company for advertising services provided in October.

	October 31
	INTERNAL/IMPLICIT EVENTS         (Adjustments)

	
	     DEFFERALS:

	a)
	$1,400 of supplies were on hand.

	b)
	One month of the $800 paid (Oct.4) for one-year insurance coverage has expired.

	c)
	Depreciation of the office equipment is estimated to be $600 per year, or $50 per month.

	d)
	$500 of the fees received from R. Knox  on Oct.2, were earned during the month of Oct.

	
	    ACCRUALS:

	e)
	In October, Adventure earned $600 for advert. services not billed or recorded before Oct. 31.

	f)
	Adventure signed a 3-month note payable in the amount of $6,000 on October 1.  The note requires interest at an annual rate of 12%.

	g)
	As of October 31st, Adventure’s employees have worked three days for which they have not been paid.  The employees earn a total of $400 per day, thus the amount owed at October 31st is $1,200.


Please, expand a form or even add more forms below in order to complete this assignment
                             GENERAL JOURNAL FORM

	Date
	Explanation
	Post

Ref.
	Debit
	Credit

	2010
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	


General Ledger

Account No. ---   Cash Account

	Date
	Explanation
	Post

Ref.
	Debit
	Credit
	Balance

	2010
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


Account No. --- Account Name:

	Date
	Explanation
	Post

Ref.
	Debit
	Credit
	Balance

	2010
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


Account No. --- Account Name:

	Date
	Explanation
	Post

Ref.
	Debit
	Credit
	Balance

	2010
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


Account No. --- Account Name:

	Date
	Explanation
	Post

Ref.
	Debit
	Credit
	Balance

	2010
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


Account No. --- Account Name:

	Date
	Explanation
	Post

Ref.
	Debit
	Credit
	Balance

	2010
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


                            __________  Trial Balance

	Acct. No.
	Account Title
	Debits
	Credits
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