The Accounting Cycle: An Illustration
James Roberts, a licensed Real Estate Broker, decided to start a real estate business of his own, to be known as Roberts Real Estate Company. The planned Operations of the new business call for obtaining “listings” of houses being offered for resale by owners, advertising these houses, and showing them to prospective buyers. The listing agreement signed with each owner provides that Roberts Real Estate Company shall receive at the time of sale a commission equal to 6 % of the sales price of the property. The following transactions occurred on the Month of February, 03. 
01/02/03: Began the Business by depositing $ 180,000 in a company bank account

02/02/03 : Purchased Land for $ 141,000 cash

05/02/03 : Purchased a prefabricated Building for $ 36,000 paying $ 15,000 in Cash and incurring a liability of $ 21,000. If the Building were to be constructed, it would have costed the Company up to $ 80,000. 

10/02/03: Sold part of the Land at a price equal to cost of $ 11,000, collectible within three months

14/02/03: Purchased Office Equipment on Credit for $ 5,400

20/02/03: Received $ 1,500 Cash as a partial collection of the $ 11,000 Account Receivable

28/02/03: Paid $ 3,000 on Accounts Payable

A) Prepare the Journal Entries for the Roberts Real Estate Company for the month of February 2003.

B) Prepare Ledger Accounts for the Roberts Real Estate Company for the month of February 2003

C) Prepare a Trial Balance for Roberts Real Estate Company for the month of February 2003

D) Prepare a Balance Sheet for Roberts Real Estate Company for the month of February 2003
Solution
A) Journal Entries:

01/02/03







Dr.


Cr.


Cash



$ 180,000




Capital





$ 180,000

02/02/03







Dr.


Cr.


Land



$ 141,000




Cash





$ 141,000

05/02/03







Dr.


Cr.


Building



$ 36,000




Cash





$ 15,000




A/P





$ 21,000

10/02/03







Dr.


Cr.



A/R



$ 11,000




Land





$ 11,000

14/02/03







Dr.


Cr.


Office Equipment

$ 5,400




A/P





$ 5,400

20/02/03







Dr.


Cr.


Cash



$ 1,500




A/R





$ 1,500

28/02/03







Dr.


Cr.



A/P



$ 3,000




Cash 





$ 3,000

B) Ledger Accounts:

	
	Cash
	
	
	
	A/R
	

	Dr.
	Cr.
	
	Dr.
	Cr.

	B.B
	$0
	 
	 
	
	B.B
	$ 0
	 
	 

	1/2/03
	$180,000
	$141,000
	2/2/03
	
	10/2/03
	$ 11,000
	$ 1,500
	20/2/03

	20/2/03
	$1,500
	$15,000
	5/2/03
	
	 
	$ 11,000
	$ 1,500
	 

	
	 
	$3,000
	28/2/03
	
	E.B
	$ 9,500
	
	

	 
	$181,500
	$159,000
	 
	
	
	 
	
	

	E.B
	$22,500
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	Building
	
	
	
	Land
	

	Dr.
	Cr.
	
	Dr.
	 
	Cr.
	 

	B.B
	$0
	 
	 
	
	B.B
	$0
	 
	 

	5/2/03
	$36,000
	 
	 
	
	2/2/03
	$141,000
	$11,000
	10/2/03

	 
	$36,000
	$ 0
	 
	
	 
	$141,000
	$11,000
	 

	E.B
	$36,000
	
	
	
	E.B
	$130,000
	
	

	
	
	
	
	
	
	
	
	

	
	Office Equipment
	
	
	
	A/P
	

	Dr.
	Cr.
	
	Dr.
	Cr.

	B.B
	$0
	 
	 
	
	 
	 
	$0
	B.B

	14/2/03
	$5,400
	 
	 
	
	28/2/03
	$3,000
	$21,000
	5/2/03

	 
	$5,400
	$ 0
	 
	
	
	 
	$5,400
	14/2/03

	E.B
	$5,400
	
	
	
	 
	$3,000
	$26,400
	 

	
	
	
	
	
	
	 
	23,400
	E.B

	
	Capital
	
	
	
	
	
	

	Dr.
	Cr.
	
	
	
	
	

	 
	 
	$ 0
	B.B
	
	
	
	
	

	
	 
	$ 180,000
	1/2/03
	
	
	
	
	

	 
	$ 0
	$ 180,000
	 
	
	
	
	
	

	
	 
	$ 180,000
	E.B
	
	
	
	
	

	
	 
	
	
	
	
	
	
	


C) Trial Balance: 

	Roberts Real Estate Company

	Trial Balance

	As of February, 28th, 03

	
	
	
	

	Account
	Dr.
	Cr.

	
	
	
	

	Cash
	 
	$22,500
	 

	A/R
	 
	$9,500
	 

	Building
	 
	$36,000
	 

	Land
	 
	$130,000
	 

	Office Equipment
	$5,400
	 

	A/P
	 
	 
	$23,400

	Capital
	 
	 
	$180,000

	
	
	
	

	Total
	$203,400
	$203,400


D) Balance Sheet:

	Roberts Real Estate Company

	Balance Sheet

	As of February, 28th, 03

	
	
	
	

	Assets 
	Liability + Owner’s Equity

	   Assets
	 
	   Liability
	 

	Current Assets
	 
	Current Liability
	 

	Cash
	22500
	A/P
	$ 23,400

	A/R
	9500
	 
	 

	Total Current Assets
	32000
	Total Current Liabilities
	$ 23,400

	 
	 
	 
	 

	Fixed Assets
	 
	Total Liabilities
	$ 23,400

	Building
	36000
	 
	 

	Land
	130000
	 
	 

	Office Equipment
	5400
	   Owner’s Equity
	 

	 
	 
	 
	 

	Total Fixed Assets
	171400
	Capital
	$ 180,000

	 
	 
	Total Owner’s Equity
	$ 180,000

	 
	 
	 
	 

	Total Assets
	203400
	Total Liab. + O.E
	$ 203,400


