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8 mparat;ve Analys:s Proljem
"~ Pep¥ Cor Inc. vs. The Coca-Cola C§ mpany

: shtemems are esented in Appendm B.
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- {a} Based on the infQ
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%k Type in a compan
- 2 Choose Profile, Pe

() What s the company’s total sal

() Wi are the names of four of the company’

Decnsmn Makmg Across the Qrgamzat;on |
“BYP2-4  Lisa Orteﬁa is presuient of Ortega Riding Academv Inc. The academy’s primary

_Broa_dening Your Perspective ~ 87 -

(¢} Identify the olher account(s) that ordinarily would be mvolved \\hen
(1) Interést Expense is increased.
2y Property, Plant, and Eqmpmeni is increas&l.

BYP2. 2 N psiCo’s financial statements are preqen d m Appendn A Coca Colu s ﬁua

aialion contained i the [inanci statements. determine thgfiormal bal-

mnts for each company. PERSI

" ance of the listed acty
B Inventory
2. Properfy. Plant, and

3, - Accounts Payabl
4 Interest E}.pe

Such information in

3. Clickon the compai

018, _Pérform mstructions (d)-
belew R S

specific industry to identify ¢

-]nstructions
Answer. the folld vusg questio

(a) What is t £ company’s mdustrf’

(<) _Wha fvas the company's net mcome? =

5 compei Or's’
{e) GHoose one of these competitors, o

: - (fj /hat is this compel:ior S name‘? Wha! were Hs saIes" \Vhat was its net mcomc‘?

: Winch of these two ccmpanies is iarger by size of sales? Whlch one 1eported iu sher net.mcome?.:-: i

sourees of revenue are riding fees and lesson fees, which are paid on & cash basis. Lisa also

“hoards hovses for owners, who are bilfed monthly for boarding fees.- In -4 few cases, boarders

pay in advance of expected.use. For iis revenue transactions, the academy maintains the fol-

* . -lowing accounts: No. 1 C ash, No. 5 Boarding Accounts Receivable, No. 27 Unearned Boarding : -
- Revenue, No, 51 Riding Rgvenu_e, No, 52 Lesson Revenue, and No. 53 Boarding Revenue, .
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88 Chapter 2 The Recordmg Process

The academy owns [D horses, a stable, a riding corral, riding equipment, and office equip- - © .. -
- mend. These assets are accounted for in accounis No. 11 Horses, No. 12 Btu[d[ng, No. 13 ermg
-~ Corral, No. 14 Riding Equipment, and No. 15 Office Equipment. - R
- For its expenses, the academy matntaing the following accounts: No. 6. Hay and Feed Snp- S

plies, No. 7 Prepaid Insurance. No. 21 Accounts Payable, No. 60 Salaries Expense, No. 61 Ad-

- wverlising Expense, No, 62 Utilities Expense, No. 6”5 Veterinary Expense. No, 64 Hay and Feed

Expense. and No. 65 Insurance Expense.

Ortepa makes periodic payments of cash dividends to stockholders. To record stockholders’
equity transactions in the business, Ortega maintains three accounts: No, 54 Conmnon Stock. No, 51
Retained Earnings, and No. 52 Dividends.

Duwring the first month of operations an mewpenenced bookkeeper was empluyed Lisa
Ortega asks you to review the following eight entries of the 50 enmes m'uie duung the month.

-In each case, the eap!anat:on for ths entry is correct - T

May 1 -'1.8,0_’09
Case |-
300 . -
Boarding Revenue ' 300
(Recewed 33(}0 fo '
184
Veterinary¥Expense 75
Accounis Payable o : ' 75
m veterinarian for -
services i : BORRERN S R
H'tyzmd Peed ULT00.

1700

Instructions
With the class divided into groups, answer the following.

{a) Identify each journal entry that is correct. For each journal entry that is incorrect, prepare
the entry that should have been made by the bookkeeper.

(b} Which of the incorrect entries would prevent the trial balance from balancing?

(€} What was the correct net income for May, aaamnmg the bookkeeper reporied net mcome
of $4,500 after posting alt 50 entries?

() What was the correct cash bal'mce at May 31, assummg the bookkeepei 1eporied abalance "
- of 31" 475 alter poslmg ai! SD entnes {and Ehe only errors ﬁccuned in Lhe ilems ilsled above)“ -

£ on Actllty

svpz- WodeTsor S tskiEampany ey
{or the company are bt]lmg cuslomers SCFRRag s L =TT . employee salaries. For
exdmpie on Marchhblllq lofaling 56,00 ; isTON g L) was paid in salaries
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