BTN 2-1
1. Total liabilities
2013-   76,502
2012-   57,854
2. Total Assets
2013-   199,856
2012-   176,064
3. Debt Ratio
Total liabilities/Total Assets
2013
76,052/199,856 = 38.5%
2012
57,854/176,064 = 32.9%
4. In 2013. This is because it had a higher debt burden. It would have to sell more of its assets to pay its liabilities.

BTN 2-2
Debt Ratio= Total Liabilities /Total Assets
Current year				prior year
Apple
83,451/207,000= 0.40			57,854/176,064=0.33
Google
23,611/110,920=0.21			22,083/93,798= 0.24

Apple has a higher degree of financial leverage. This implies that it that Apple has a higher debt burden and it would have to sell more assets to pay its liabilities. 
BTN 2-8
Martin Music Services
Balance Sheet 
As at December 31st 2015
	
	Martin Music Services
Balance Sheet
As at December 31st 2015
	

	Assets
	
	Amount

	Cash 
	
	3,600

	Accounts Receivable
	
	9,600

	Prepaid Insurance
	
	1,500

	Prepaid Rent
	
	9,400

	Store Supplies
	
	6,600

	Equipment
	
	50,000

	Total Assets
	
	80,700

	
	
	

	Liabilities
	
	

	Accounts payable

	
	2,200

	Unearned Lesson fees
	
	15,600

	      Total Liabilities
	
	17,800

	
	
	

	 Equity
	
	

	     Total Equity
	
	62,900

	
	
	80,700

	
	
	





[bookmark: _GoBack]2. Debt Ratio
Total Liabilities/ Total Assets
17,800/80700= 0.22
Return on Assets
Net Income/ Average Total Assets
40,000/80,700= 0.5

3. No. The prospects of the $30,000 loan are not good because they reduce the return on assets of the business.

BTN 2-10
1. Apple is the most profitable according to the return on assets.
2. Apple is the most risky according to the debt ratio. It has a debt ratio of 40.3% while the Samsung and Google have a debt ratio of 29.9% and 21.3% respectively. It has a higher debt burden. 
3. Google. It deserves increased investment because it has a low return on investment and a low debt ratio as well compared to the rest. An increase in investment would translate to an increased return on assets because of the increase in income. 

BTN 2-7
 i) Brittany should consider the return on assets that she will receive from the expansion from the two methods of financing. She should seek to know which method brings in more returns.
ii) She should also consider the debt ratio that the borrowing of funds from a bank is likely to bring. If the ratio is low i. e. below 5, it is a good idea to take the loan but if the ratio is high then it is not a good idea. 








BTN 2-2 A
Aracel
1. 
 a)                           Cash-101	                             100,000 	
		Office Equipment-163	                  5,000
		Drafting Equipment-164	                    60,000 	
			J. Aracel, Capital-301		         165,000
		Owner invested cash and equipment.


b)		Land-172	                         49,000 	
			Cash-101		                  6,300
			Note Payable	250		42,700
		Purchased land with cash and note payable.


c)		Building-170	                    55,000
			Cash-101	                                   55,000
		Purchased building.


d)		Prepaid Insurance-108	                      3,000
			Cash-101		                                3,000
		Purchased 18-month insurance policy.


e)		Cash-101	                                      6,200
			Engineering Fees Earned-402		   6,200
		Collected cash for completed work.


f)		Drafting Equipment-164	                            20,000
			Cash-101		             9,500
			Note Payable-250		                      10,500
		Purchased equipment with cash and note payable.


g)		Accounts Receivable-106	          14,000	
			Engineering Fees Earned-402		      14,000
		Completed services for client.


h)		Office Equipment-163	                                 1,150	
			Accounts Payable-201		                            1,150
		Purchased equipment on credit.
 


i)		Accounts Receivable-106	    22,000
			Engineering Fees Earned -402		22,000
		Billed client for completed work.

j)		Equipment Rental Expense-602	        1,333
			Accounts Payable-201		                1,333
		Incurred equipment rental expense.


k)		Cash-101	                                       7,000
			Accounts Receivable-106		    7,000
		Collected cash on account.


l)		Wages Expense	-601	     1,200	
			Cash-101	                             1,200
		Paid assistant’s wages.

m)		Accounts Payable-201	      1,150	
			Cash-101	                              1,150
			Paid amount due on account.

n)		Repairs Expense-604	         925	
			Cash-101			    925
			Paid for repair of equipment.

o)		J. Aracel, Withdrawals-302	   9,480	
			Cash-101	                                       9,480
		Owner withdrew cash for personal use.

p)		Wages Expense	-601	                     1,200	
			Cash-101		                              1,200
		Paid assistant’s wages.

q.		Advertising Expense-603	             2,500	
			Cash-101		                                   2,500
		Paid for advertising expense.


2.
	CASH			No. 101

	Date
	PR
	Debit
	Credit
	Balance

	a
b
c
d
e
f
k
l
m
n
o
p
q
	
	100,000



6,200
7,000
	
6,300
55,000
3,000

9,500

1,200
1,150
925
9,480
1,200
2,500
	100,000
93,700
38,700
35,700
41,900
32,400
39,400
38,200
37,050
36,125
26,645
25,445
22,945




	J. Aracel, Capital	No. 301

	Date
	PR
	Debit
	Credit
	Balance

	a
	
	
	165,000
	165,000

	
	
	
	
	


	Notes Payable     No. 250
	
	
	
	

	Date

	PR
	Debit
	Credit
	Balance

	b
f
	
	
	42,700
10,500
	42,700
53,200







	Prepaid Insurance        	No.108

	Date
	PR
	Debit
	Credit
	Balance

	d
	
	3,000
	
	3,000

	
	
	
	
	



	J. Aracel, Withdrawals	No. 302

	Date
	PR
	Debit
	Credit
	Balance

	o
	
	9,480
	
	9,480

	
	
	
	
	



	Engineering Fees earned	No.402

	Date
	PR
	Debit
	Credit
	Balance

	e
g
	
	6,200
14,000
	
	6,200
20,200

	i
	
	22,000
	
	42,200



	Office equipment	No. 163

	Date
	PR
	Debit
	Credit
	Balance

	a
	
	5,000
	
	5,000

	h
	
	1,150
	
	6,150



	Accounts Receivable	No. 106

	Date
	PR
	Debit
	Credit
	Balance

	g
	
	14,000
	
	14,000

	i
	
	22,000
	
	36,000

	k
	
	
	7,000
	29,000

	
	
	
	
	

	
	
	
	
	



	Wages Expense	No. 601

	Date
	PR
	Debit
	Credit
	Balance

	l
	
	1,200
	
	1,200

	p
	
	1,200
	
	2,400




	Equipment Rental Expense	No. 602

	Date
	PR
	Debit
	Credit
	Balance

	j
	
	1,333
	
	1,333

	
	
	
	
	




	Drafting Equipment	No. 164

	Date
	PR
	Debit
	Credit
	Balance

	a
	
	60,000
	
	60,000

	f
	
	20,000
	
	80,000



	Building	No.170

	Date
	PR
	Debit
	Credit
	Balance

	c
	
	55,000
	
	55,000

	
	
	
	
	



	Advertising expense	No. 603

	Date
	PR
	Debit
	Credit
	Balance

	q
	
	2,500
	
	2,500

	
	
	
	
	



	Land	No. 172

	Date
	PR
	Debit
	Credit
	Balance

	b
	
	49,000
	
	49,000

	
	
	
	
	



	Repairs expense	No. 604

	Date
	PR
	Debit
	Credit
	Balance

	n
	
	925
	
	925

	
	
	
	
	



3. 
Trial Balance
	                                                   ARACEL ENGINEERING
                                                  Trial Balance
                                                   June 3
     	                  Debit         
	

	
                                        Credit

	Cash	22,945
	

	Accounts Receivable	29,000
	

	Prepaid insurance 	3,000
	

	Office Equipment	6,150
	

	Drafting Equipment	80,000
	

	Buildings	55,000
	

	Land	49,000
	

	Accounts Payable
	1,333

	Notes Payable
	 	53,200

	J. Aracel, Capital
	165,000

	J. Aracel, Withdrawals	9,480
	

	Engineering fees earned
	42,200

	Wages expense	6,400
	

	Equipment rental expense	1,333
	

	Advertising expense	2,500
	

	Repairs expense	925
	

	
	

	Totals 	261,733	261,733




Problem 2-4A
1. General journal entries
	Transaction 
	General Journal 
	Debit
	Credit

	a
	Cash
	60,000
	

	
	Office equipment 
	25,000
	

	
	        Stock
	
	85,000

	
	
	
	

	b
	Land 
	40,000
	

	
	Building
	160,000
	

	
	        Cash
	
	30,000

	
	         Notes Payable
	
	170,000

	
	
	
	

	c
	Office supplies
	2,000
	

	
	         Accounts payable
	
	2,000

	
	
	
	

	d
	Automobiles
	16,500
	

	
	         Common Stock
	
	16,500

	
	
	
	

	e
	Office equipment
	5,600
	

	
	     Accounts payable
	
	5,600

	
	
	
	

	f
	Salaries expense
	1,800
	

	
	      Cash
	
	1,800

	
	
	
	

	g
	Cash 
	8,000
	

	
	      Fees earned
	
	8,000

	
	
	
	

	h
	Utility expense
	635
	

	
	       Cash
	
	635

	
	
	
	

	i
	Accounts payable
	2,000
	

	
	        Cash
	
	2,000

	
	
	
	

	j
	Office equipment
	20,300
	

	
	          Cash
	
	20,300

	
	
	
	

	k
	Accounts receivable
	6,250
	

	
	         Cash earned
	
	6,250

	
	
	
	

	l
	Salaries expense
	1,800
	

	
	         Cash
	
	1,800

	
	
	
	

	m
	Cash
	4000
	

	
	       Accounts receivable
	
	4000

	
	
	
	

	n
	Dividends
	2800
	

	
	     Cash
	
	2800

	
	
	
	



2. Post the journal entries from part 1 to the ledger accounts.
	101: Cash

	Transaction
	Debit
	Credit
	Balance

	a
b
f
g
h
i
j
l
m
n

	60,000


8,000




4,000
	
30,000
1,800

635
2,000
20,300
1,800

2,800
	60,000
30,000
28,200
36,200
35,565
33,565
13,265
11,465
15,465
12,665




	106: Accounts Receivable

	Transaction
	Debit
	Credit
	Balance

	K
	6250
	
	6,250

	m
	
	4,000
	2,250

	
	
	
	








	108: Office Supplies
	
	
	

	Transaction 
	Debit
	Credit
	Balance

	
	2,000
	
	2,000

	
	
	
	






	 163: Office Equipment
	
	
	

	Transaction
	Debit
	Credit
	Balance

	a
	25,000
	
	25,000

	e
	5,600
	
	30,600

	j
	20,300
	
	50,900



	 164: Automobiles
	
	
	

	Transaction
	Debit
	Credit
	Balance

	d
	16,500
	
	16,500

	
	
	
	



	170: Building
	
	
	

	Transaction
	Debit
	Credit
	Balance

	b
	160,000
	
	160,000

	
	
	
	



	 201: Accounts payable
	
	
	

	Transaction
	Debit
	Credit
	Balance

	C
	
	2.000
	2,000

	E
	
	5,600
	7,600

	i
	2,000
	
	5,600

	
	
	
	

	
	
	
	

	
	
	
	



	 250:Notes Payable
	
	
	

	Transaction
	Debit
	Credit
	Balance

	b
	
	170,000
	170,000

	
	
	
	



	307: Common Stock
	
	
	

	Transaction
	Debit
	Credit
	Balance

	a
	
	85,000
	85,000

	d
	
	16,500
	101,500



	319: Dividends
	
	
	

	Transactions
	Debit
	Credit
	Balance

	n
	2,800
	
	2,800

	
	
	
	



	402: Fees Earned
	
	
	

	Transaction
	Debit
	Credit
	Balance

	g
	
	8,000
	8,000

	k
	
	6,250
	14,250



	601: Salaries expense
	
	
	

	Transaction
	Debit
	Credit
	Balance

	f
	1,800
	
	1,800

	l
	1,800
	
	1,800



	602: Utilities Expense
	
	
	

	Transaction
	Debit
	Credit
	Balance

	l
	635
	
	635

	
	
	
	




3. Trial Balance
	HV CONSULTING
Trial Balance
September 30th 

	


Debit
	


Credit

	Cash	
Accounts receivable		
Office supplies	
Office equipment		
Automobiles	
Building		
Land		
Accounts payable		
Notes payable		
Common stock		
Dividends		
Fees earned		
Salaries expense		
Utilities expense
		
Totals




	12,665

2,000

16,500
16,000
40,000

170,000
101,500

14,250
3,600
635

291,350
	
2,250

50,900



5,600


2,800




291,350



