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Chapter 1:
The financial statement

ACCOUNTING IS THE LANGUAGE OF BUSINESS why? éCE’)MYS
SI3ka) JlasBl d2) Lo duwlxoll
Accounting is an information system
Ologlae allas o dunlxoll
 Measures business activities Jloc3l dainil Guuds
e Processes data into reports olas G lglgade bl plleig e
o Communicates results to decision makers «,l,sll &LLZ S bl Jaisg o
« Is “the language of business's "Jlac3l d2) ssig

Who Uses Accounting Information?

v v v v

individuals Investors Regulatory Nonprofit
31,93 and creditors  Bodies Organizations
0sllly Ygredivmall drosdaidl ilagll Aoyl it Olalaiall

individuals: Regulatory Bodies:

€ Manage personal bankaccounts
@ Decide whether to rent or buy
€ Budget monthly income and expenditures

duasid| dSoudl Oblusdl 8] .

chuidl ol )il Hlin H1hd 3lal . ”
. ) . U.S. Securities and Exchange
Hg manlly J>al) dygill dolyell bdass . : :
=0 o >l e - Commission (SEC) requires public

Investors and CI'EditOI'S - companies to provide financial
reports

OISl o (IRS) &Syl Ciluall doduas bas

_ Shuall 285 (55531 lakaiallg 31,83l

Creditors want to know when they &S0l Blo)adly ddlall BlyeIl diua Cllaig

are going to be paid (SEC) dllo y)\a5 @yads dolell colSyill (o

& Internal Revenue Service (IRS)
requires businesses, individuals,
and other organizations to pay
taxes

Investors want to know how much
they can earn on an investment

Jlottaodl oo lgishiod ** Nonprofit Organizations:

eailaxiwo slaw acg0 490 Y v+] KV IRVPE File periodic reports with the IRS
and state governments

X
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Chapter 1:
The financial statement

Assumptions and Principles ACADEMY
isalallg Lol

Entity Assumption: Organization stands apart from other v
organizations and individuals as a separate economic unit |
Continuity (Going-Concern) Assumption: Entity will M
remain in operation for the foreseeable future

Historical Cost Principle: Assets should be recorded at their ‘
actual cost

Stable-Monetary-Unit Assumption: Effect of inflation is
ignored, based on the assumptionthat the dollar’'s purchasing

power is relatively stable
:(Entity Assumption) LIl olyx8l
o3 3188lg ilelaiall e dliiuwogdlaiis dslaidl 53> yiss dabaioll.
Continuity.or Going-Concern-Assumption): diylyeiwdl (olyisl
Jedall (8 @Boill b diioj 818) Jasll b petuanms HLSI Ol G183,
(Historical Cost Principle):dasu, ] dalsil lawo

eyl sic dleall lgialSs Jpuo3l Jumuwss oy I
(Stable Monetary Unit Assumption):8yasuuell 38l 63>9 (ol)8l =¥

Losaasi 8o y3gal) iyl 808l O Lshisl Lle £l wasuadll 15l Jolss oiy |
Chapter 1: M

Transaction Analysis
Transaction dJlo ddas gi dlolas

@ Any event that has a financial impact on the business Jlacll Lle Wlo 556 dJ oas i

@ Can be measured reliably B awld S

@ Provides information about an exchange JoL5 e Wlogles o9y

» Something given b e -

» Something received el ;Uw h
@ Accounting records both sides of a transaction dloleall l> duwlall Joruwd -

WY A\



Chapter 1:

Transaction Analysis

Account ACADEMY
€ Record of all changes in a particular asset, liability, or
stockholders’ equity during a period : ; ol
€ Basic summary device God> ol wplydl ol humo Juol (8 Dlpdl JSI o
o) 8)i9 N> ywooluwall
Assets: Jo.o3l Gl daslo 8L ¢

Economic resources that provide a future benefit
dlibine dodin 1993 Ll &3Laiddl 5)lgall

cash Accounts Notes invent.ory Land
T recevable recevable V9o o)l
Sblws vadll Olaiw
:al
v v |

Building equipment
i Olage

cash:Money includingmnk account balances,
paper currency, coins, certificates of deposit, and
checks
ACH ]
4u8)ygl Magllg «AuSidl Ulwsdl s3uo)l el 9 Loy Jlall
Oy Bl Olslgig (dbanall dloslly

Acc Receivable : Promise for future collection of
cash from the sale of goods or providing services
ruanddl SLlws
@385 ol gludl 20 o Jardiamall 9 (5385 oz Acg
Notes Receivable : wloax
€@ Promise for future collection of cash
€ Customer signed note

@ Interest rate

(uasd)l Olaiuw

30 Jaso

WY A\



Chapter 1:
Transaction Analysis M
ARMS

Account ACADEMY
€ Record of all changes in a particular asset, liability, or
stockholders’ equity during a period

€ Basic summary device

Assets: Jo.o3l

Economic resources that provide a future benefit
dlibine dodin 1993 Ll &3Laiddl 5)lgall

cash Accounts Notes invent.ory Land
& recevable recevable 09>e o)l
Oblwe> vaudll Olaiw
.l
Building equipment
Equipment: 1 .

@ Cost of furniture, fixture, and equipment
used in operations
@ Includes heating and air,conditioning,
computers, and office furniture
@ Depreciated 1Wlasell
09 doasall Wlagallg ligxillg U dalss
ClSall BBy «gwlsdl Bigalg icanSilly dxdasl Josiss
oW gass

prepaid expenses : Expenses paid in advance, such
as insurance and rent
:Lbade degdaall ilogyanll
ol Guelidl Jio lauo Lgads @3 ldgjuan
Inventory :Goods the company sells to customers
109)>xall
eélazl) Syl lgaws il gilayll

land, Building:Cost of buildings/land used in operations

Ollagll 9 doasiuall b3l ol il dalS5 1 ilallg 8,3
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Chapter 1:

Transaction Analysis

Account ACADEMY
€ Record of all changes in a particular asset, liability, or
stockholders’ equity during a period

€ Basic summary device

[ ] [ ] [ ] [ ]
Liabilities
A liability is a debt
O o plyddl
Accounts Notes Accrued
Payable Payable Liabilities
Obluws Ol Gbglhwll
RYHIRV]| Ol désuiell

Accounts Payable:
Promise to pay a debt

:ou0ll LLlws

O3 o aeg

Notes Payable:
Signed notes promising to paysa.future amount

2901 ol i
Judiall u9 &L.a Sl |3£9 i) dedgo ol diw

Accrued Liabilities:
Liability for an expense not yet paid

sl Slelj 3l
A 2933 @) L9 many alidl



Chapter 1:

Transaction Analysis

ARMS

Account ACADEMY
€ Record of all changes in a particular asset, liability, or
stockholders’ equity during a period

€ Basic summary device

StockholdersEquity (§oé> ol (yuonluoll Gob>
Owners’ claims to the assets of a corporation
&l Jauob )l s

v | v | v

Common Retained Dividends Revenues Expenses
Stock Earnings Wil wlwyjei Olalyl EATH
dyslall pgundl L3l
Bimionoll

Common Stock: .
Owners’ investment in the corporation through the ownership
of stock :dyalall o gio3l
eewdl agisSle JY5 o dS il o0 OsSladl ) Laciawl
Retained Earnings: Net income (loss) earned over the
company’s lifetime, minusdividends
Lgile> 818 JAs> dSyill dida> (Al (&)Ll ol) Jzall olo

Dividends: g3l Wlayjgi dio Bgyhao

@ Distribution to stockholders
@ Declared by board of directors 231 Olayjgs
§A pudao Ju8 o lgie Ol oy

Revenues:Increase in stockholders’ equity from delivering goods or
services to customers

1Olslyudl
ﬂ edaal) loasdl gl gluudl @385 dauis Gredluall Goé> 8 830; |
il Expenses:Decrease in stockholders’ equity due to
the cost of operating the business )
:Wl9g jmanll

Jloc3l Ju2is CalST oy (o lunall Fad> 9 polas]
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Ch t 1: Account Transaction ’
apter M

Transaction Analysis

Account Transaction A R M S

a.‘.ﬂ 'i"l ACADEMY

Debit ()30 Credit pPld

Stockholders Retained

Assets — liabilities + . )
Equity Earnings

cash+ accounting Account payable
receivablecash+ notes receivable+ + notes payable + common stock Revenue

inventory+ equipment+ unearned revenue 4 (capital) + -expenses

fixtures+ building+ land+ car+ (Prepaid expenses)+ -Dividends
supplie+ machine accrued liabilities
prepaid expenses+ Accrued (accrued expenses)

revenue

Notes:

e Net income = revenue expenses

e Retained Earnings = net income - dividends

e Retained Earnings = revenue-expenses - dividends

e Ending Common Stock (endingicapital)= beginning commonstock (beginning
capital) + net income - dividends

e Ending Common Stock (ending capital) = beginning common stock (beginning

capital) + Retained Earnings



Chapter 1:
Transaction Analysis

lllustration: ARM S

ACADEMY

Freddy’s Auto) Wl)luudl leasd (539)9 dSyds (>wudgd Jlo I
(.Service, Inc
il LS (s0)8 Ol udyiai «ol2all duslxell d40,S Zusei)
2014 Jupl 9 bluwdl oloasd (sa0yd dSyiy |
) " suyloll QS agorilisdle M
e On April 1, Freddy Kish and a few friends invest $50,000to open Freddy’s
Auto Service, Inc., in return for common stock. ;
o April 2Freddy’s purchases land for a new location and pays cash of $40,000.
e 3. The business buys supplies on account, agreeing to pay $3,700 within 30
days. '
e 4. Freddy's received $7,000 cash by providing services for customers.
e 5. Freddy’s repairs a fleet of UPS delivery trucks, and UPS promises to pay h
Freddy’s $3,000 within one month. -
e 6. Freddy’s Auto Service, Inc., pays $2,700 for the following expenses: rent,
$1,100; employee salaries; $1,200; and utilities, $400.
e 7. Freddy’s pays $1,900 on account, which means to make a payment
;3  toward an account payable.
« 8. Freddy Kish, the major stockholder of Freddy’s Auto
. e Service, paid $30,000 from his personal bank account to remodel his home.
e 9. In transaction 5, Freddy’s performed services for UPS on account. The
business now collects $1,000 from UPS.
e 10. Freddy’s receives $22,000 from the sale of land, which is the same
amount that Freddy’s paid for the land.
e 11. Freddy’s Auto Service, Inc., declares a dividend and pays the
stockholders $2,100 cash.



Chapter 1:
Transaction Analysis

ACADEMY
dusleill QUS pgo:dla>do

Oloasd Lg.\.))s Sy el )39 50,000 GBwol sag Lius SIS podiwl Jopl 1 9
Ayle W' Do ol)luwl!

»395 40,000 345 8939 MI> 29g4] Lol SO Oyl Jopl 2 -
30 JY> y3g3 3,700 2o dageio «obuwadl Lle Wlojliume dSyanll oyl Jopl 3 0
Logo.
el Wloas @ass J)Lo_o 1385 )293 7,000 gleo (530)8 Cwoliwl Jopl 4 O
s OlisL Jolawl KA ool (Jupl 5 9 UPS. Wacgg UPS 395 3,000 géx
s S
1,100 ol :ol8g uanS y3gd 2,700 l)luwdl eloasd (6309 dSHub cndd (Jupl 6 9
5393 400 lons ylgdy 395 1,200 puabsgall Cilgy (3go.
ol Oblws (o e)> 3low le Olwsdl Gle 5395 1,900 (53059 s ol 7 o9
el GSidl gl (8 5393 30,000 iyl @aluall . S (5308 295 Jopl 8 oo
djio 3.
J Oloas (53039 o 5 08) Aslaall 8. a9 L8 UPS (31 Carozg «Oluwall Gle
0 393 1,000 UPS.
di2d) Al gleall Gudi ey ) 2a (o 393 22,000 (30)6 aalivnl (Jynl 10 8
0531 Jolio (5338,
2 100 u.uo.(bl.u.xn.“ 8_9.)9 Cl.))l &))9.) ubl.w.dl Oloasd LS..\J)S 45).;.4.) g,u.l.cl JJ)Jl 11 U.Q
l..\.Q.) )29..)



Chapter 1:
Transaction Analysis

Account Transaction A R M S

a.‘.ﬂ 'i"l ACADEMY

Assets Liabilities + Stockholders’ Equity

Accounts Accounts Common Retained
Cash + Receivable + Supplies + Land Payable @+ Stock +  Earnings
+50,000

1. +50,000

+40,000

2.-40,000

6.-2,700
-1,900

7.-1,900

9. +1000 -1000

-22,000

10. +22,000

11. -2,100

33,300 + 2000 + 3700 + 18000

1800 + 50,000 + 5,200

=57,000

=57,000

Loluio (19S5 o)l ama LY NS dlasyo




Chapter 1:
Transaction Analysis

ACADEMY

swaly s> doago dliusdl
1. How much are total assets?57.000 i

2.How much does the business expect to collect from
Consumers?2000

3.How much does the business owe in total?1800

4.How much of the business’s assets does Freddy
really own?55.200

5.How much net income or net loss did the business
experience during its first month of operations?5200

57,000 S Jg:03l Jlo>] gly @S

2,000 Syaslgianall o dluaxi dSuinl 28935 s3I gloll @S
1800 SdSyidl 4 (135 Lo Loz s S

55,200 Slled 533,9 LaSkon 4s,uu| Jssol (o @S

e Jol J¥5 dsyuiill Lgiai> il 8yl o gyl Ldlo @ S
5,200 S Jasiaidl (o



Chapter 1:

Journal:
tanol 20221 ARMS
€ Chronological record of transactions ACADEMY

@ Three steps
1. Specify each account affected by the transaction and
classify by type
2. Determine if each account is increased or decreased
(debit or credit)

3. Record in the journal @ bolecll Lio) Jows
. 2 u|;b_'> SO

1. £ o)l > dagiuaig dlolaall PG Olus JS a5

2. (515 ol (o) Lass ol 3l 38 Ll JS OIS 13] Lo sy

3. daBlg ] i85 9 dloleall Juzaws

Steps to journalize the first transaction of Freddy’s Auto Service
Step 1 Business receives $50,000 cash and issues stock

Step 2 Both Cash and.Common Stock-increase

Step 3 Journalize the transaction:

xid> 9 Freddy’s Auto Service @Sl o3l dloleall Jumuui lghs

‘duogull
: Lagol U5)auolg 1385 y3g5 50,000 &Syl Cualiwl 11 dglasl
: Gslell g3y Gaadl Olws (o JS 3l 12 dglasl
o drogll 3183 9 dloleall Juzuws 13 dghasl

Date Accounts and Explanations Debit Credit
2| Apr1 Cash 50,000
Common Stock 50,000




Chapter 1:

The Flow of Accounting Data ARM S

1. Transaction Occurs AUADENY
2.Transaction Analyzed

3.Transaction Entered in the Journal

4. Amounts Posted to the Ledger Accounts

duws ol UL (§925

dolacll Ciga>

dlolooll Jul=i

drogall 5393 9 dlolaall Jazuws
3wl 383 Sblus Ll @lall Jusys



Chapter 1:

Journal:

ool 20:31 ARMS

ACADEMY

dsagyll 394ll dspyll 2

DATE = ACCOUNT DEBIT CREDIT

( Summery Explain)

LoJ digulay Jadiog + 203 Lo) il dla>do

5>>38 dgall Jiiing 3 Lo )9S it
Al 038 5 debit lglol 6)luws casy 13] & Sio

credit puas

Received $50,000 cash and issued stock to the owners (1)

Date Account Dbit Credit

1 Cash 50k

2 Common Stock 50k
Invested

Paid $40,000 cash for land

Date Account Dbit Credit

1 |Land 40k

2 Cash 40k
Pay land




Chapter 1: ( ] )
3law 3l Shlus diyyha) g s
T -Account:

3wl OLLw> ARM S

T -Account ACADEMY

Debit Credit

T -Account

Cash Common Stock '
Accounts receivable (Capital)
Notes receivable Accounts Payable
eelS eg2o>l Inventory Notes Payayble aal !
Equipment Unearned Revenues
Fixtures (Prepaid Revenues)
Building Accrued Liabilities
Land (Accrued Expenses
Car
Supplies
Machine
Prepaid Expenses
Accrued Revenues
expenses Revenue
dividends

Omgluio (yuanylall NS

T -Account : izl iz + 33 Lo eul dasso
= " dg=l) Jaiing clls o0 1950 j2iy Lol
@ Debit = “Left B
& Credit = “Right” B debit lebol o)l ooy 3]

credit auos disJl o3

WY A\



Chapter 1:

T -Account :

3wl OLLw> ARM S

ACADEMY

To illustrate, Freddy's Auto Service, Inc., received $50,000 and
issued (gave) stock. What is the effect on the accounts?

393 50,000 glio .Freddy's Auto Service, InC dSyd caaliwl s gil)
Oblwsdl Lle ¢l 156 9 bo Laguwl (Codd) ) suolg

cash Common Stock

Debit for Credit for
,increase increase,
50,000 50,000

Freddy’s’ second transaction is a $40,000 cash purchase of
land. What is the effect on the accounts?

00 Lo .)¥93 40,000 gluoy 1385 o)l sl o Freddy’s @Syl dslil dlslaoll

cash Land

50,000 Credit for Debit for

decrease, increase,
40,000 40,000




Chapter 1: M

Jeay pedi Oldosll Juzmund ud)i 9

1-accounting equation A R M S

2-journal entry ACADEMY
3-Ledger account or T account

(3) Purchased supplies for $3,700 on account
Dluwadl Lle 5395 3,700 glioy Olojliune oyl (3

Accounting
Equation
Assets ] Liabilities + Stockholders’ Equity
Accounts Accounts Common Retained
Cash + Receivable + Supplies + Land Payable +  Stock +  Earnings
3700 3700
Journal
Entry

Date Account Dbit | Credit

1 Supplies 3700

2 Acc payable 3700

Purchase supplies

Ledger
Accounts

supplies Acc payable
3; 3700

3; 3700




Chapter 1: M

Jeay pedi Oldosll Juzmund ud)i 9

1-accounting equation A R M S

2-journal entry ACADEMY
3-Ledger account or T account

(4) Performed services for clients and received cash of $7,000
285 )29.) 7,000 &L.o L;All.wlg Nol] Wloss CLS).UJ.” Cao )9 (4

Accounting
Equation
Assets ] Liabilities + Stockholders’ Equity
Accounts Accounts Common Retained
Cash + Receivable + Supplies + Land Payable +  Stock +  Earnings
7000 7000
Journal
Entry

Date Account Dbit | Credit

2 Revenue 7000

Received

Ledger
Accounts

Cash revenue

1;50k | 2,40k 4 .7000
4;7000




Chapter 1: M

Jeay pedi Oldosll Juzmund ud)i 9

1-accounting equation A R M S

2-journal entry ACADEMY
3-Ledger account or T account

Performed services for a customer on account, $3,000

7393 3,000 gleoy Olusdl Lo Jpos) Oloss dSuill Caoad

Accounting
Equation
Assets ] Liabilities + Stockholders’ Equity
Accounts Accounts Common Retained
Cash + Receivable + Supplies + Land Payable +  Stock +  Earnings
Journal
Entry

Date Account Dbit | Credit

1 Acc receivable 3000

2 Revenue 3000

On accounts

Ledger
Accounts

Acc receivable revenue

5.3000 4 .7000
5.3000




Chapter 1:

Jeay pedi Oldosll Juzmund ud)i 9

1-accounting equation A R M S

- 2-journal entry ACADEMY
3-Ledger account or T account

Paid cash expenses: rent, $1,100; employee salary, $1,200;

utilities, $400 )
A ; L).A_Q.bg.o.” u.)lg) .)29..) 1,100 )Lw;ll 1285 ul_99).¢a.o ClS).u.L” Ca9)
ccounting .
Equation 1395400 éQl)AJlg .)29.) 1,200
Assets ] Liabilities + Stockholders’ Equity
Accounts Accounts Common Retained
Cash + Receivable + Supplies + Land Payable + Stock +  Earnings
2700
Journal
Entry

Date Account Dbit | Credit

Rent ex 1,100
1 salary ex 1200
utilties ex 400

Ledger
Accounts

Cash Rent ex Salary ex

1;50k | 2,40k 6; 1100 6; 1200
4:7000 | 6; 2700

Salary ex

6; 400




Chapter 1: M

Jeay pedi Oldosll Juzmund ud)i 9

1-accounting equation A R M S

2-journal entry ACADEMY
3-Ledger account or T account

7) Paid $1,900 on the account payable created in transaction 3
8 05L] @5 (sl uSlall Ol Lle 5395 1,900 dSpinl caeds (7)

Accounting 3 a8, dlolzall
Equation
Assets ] Liabilities + Stockholders’ Equity
Accounts Accounts Common Retained
Cash + Receivable + Supplies + Land Payable +  Stock +  Earnings
-1900 -1900
Journal
Entry

Date Account Dbit | Credit

1 Acc payable 1900

2 Cash 1900

Paid on acc

Ledger
Accounts

Cash Acc payable
1:50k | 2,40k 7; 1900| 3; 3700




Chapter 1: M

Jeay pedi Oldosll Juzmund ud)i 9

1-accounting equation A R M S

2-journal entry ACADEMY
3-Ledger account or T account

Received $1,000 on account 9
doles (o) yad)l Oluws o 1385 395 1,000 dSyidl colivwl (9)

Accounting wlwadl , Je darlw
Equation
Assets ] Liabilities + Stockholders’ Equity
Accounts Accounts Common Retained
Cash + Receivable + Supplies + Land Payable +  Stock +  Earnings

1000 -1000

Journal
Entry

Date Account Dbit | Credit

2 AcF _receivable 1000

eceived an account

Ledger
Accounts

Cash Acc receivable

1;50k 2,40k 5; 3000 | 9; 1000




Chapter 1: M

Jeay pedi Oldosll Juzmund ud)i 9

1-accounting equation A R M S

2-journal entry ACADEMY
3-Ledger account or T account

10) Sold land for cash at the land’s cost of $22,000
22,000 :Lgy sluds @3 Ll dalSal Guaiy 1385 L)l dSpiul el (10

Accounting )j93
Equation
Assets ] Liabilities + Stockholders’ Equity
Accounts Accounts Common Retained
Cash + Receivable + Supplies + Land Payable +  Stock +  Earnings

22k -22k
Journal
Entry

Date Account Dbit | Credit

1 Cash 22k

2 Land

Sold land

22k

Ledger
Accounts




Chapter 1: M

Jeay pedi Oldosll Juzmund ud)i 9

1-accounting equation A R M S

2-journal entry ACADEMY
3-Ledger account or T account

(11) Declared and paid a dividend of $2,100 to the stockholders
1395 2,100 dayiy 2 byl Wileyjgs candg Al culel (11)

Accounting Mg,l woll
Equation
Assets ] Liabilities + Stockholders’ Equity
Accounts Accounts Common Retained
Cash + Receivable + Supplies + Land Payable +  Stock +  Earnings

-2100

Journal
Entry

-2100

Date Account Dbit | Credit

1 Dividends 2100

2 Cash 2100

paid diividend

Ledger
Accounts

Cash Dividends

1;50k | 2,40k 11; 2100
4;7000 | 6;2700

9: 1000 | 751900
10: 22k 11; 2100




Chapter 1:

Trail balance

S ARMS

ACADEMY

Account debit credit

cash
account
receivable
not receivable
inventory
equipment
fixtures
land
car
building
supplies
machine
Prepared
expenses
Accrued revenue

Expenses

total

Ousluio (pdxlll JS ol 1> pgall go da>de
Trail balance :4p Lists all accounts with their balances
@ Assets listed first, then liabilities and stockholders’
equity
€ Shows that debits equal credits
& Usually prepared at the end of the period

@ Facilitates preparation of the financial statements
:(Trial Balance) de>lyall ;ljuo ||

lgiuo)l go bl guoz Sy o

Oeadlunall Ggi>g Dloli3l @3 Hgl Jouo¥l )25 o

O Gllaz] soluny aaall Gllaz] ool yakad

Aol Byxall dilgs L6 sole a2) e

&Ll @Slgall slac] Jgud
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Chapter 1:

3ol dogo (33)led

Suppose Freddy’s Auto Service began May with cash of ARM S
$1,000. During May, Freddy’s received cash of $8,000 and ACADEMY
ended the month with a cash balance of $3,000.
You can compute total cash payments by analyzing Freddy’s
Cash account:
lax9g palo yaud iin Freddy’s Auto Service &Sy oyl Lo yidl
1385 dS il Codiw! cgalo JN>g )39 1,000 o)labe KACIRVIvY
)393 3,000 0)38 (5385 3puoy rgaill Cagily )33 8,000 ,l3d.0

/

Q

cash

Beginning balance 1,000 Cash payments 6,000
Cash receipts 8,000

Ending balance 3,000

*1,000 + 8,000 - 3,000 = 6,000



Chapter 1:

You can compute either sales on account or cash collections AR M S
on account by analyzing the Accounts Receivable account ACADEMY
(using assumed amounts):

J¥s 0 dinaedl blusdl (o d3ddl ¥loanil g Glusdl Gle lamell Glus cliSo
(@510 luo planianl) Al bl Ol Jalos

Acc receivable

Beginning balance 6,000 | Collections on
Sales on account 10,000 § account 11,000

Ending balance 5,000

6,000 + 10,000 - 5,000 = 11,000

You can determine how much you paid on account by
analyzing Accounts Payable (using assumed amounts):

Sblus* Gl Juloi 35 o bl Gle caeds @S 3yamd eliSay

Acc payable Gsite gl pliniul) 0w

Payments on | Beginning balance 9,000
account 4.000 |Purchases on account
6,000

Ending balance 11,000

*9,000 + 6,000 - 11,000 = 4,000
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