Financial Accounting
BS CS 3™ Semester Week 04

Types of Accounting Transactions based on the Exchange of Cash

Based on the exchange of cash, there are three types of accounting transactions, namely cash
transactions, non-cash transactions, and credit transactions.

1. Cash transactions

They are the most common forms of transactions, which refer to those that are dealt with cash.
For example, if a company purchases office supplies and pays for them with cash, a debit card,
or a check, then that is a cash transaction.

2. Non-cash transactions

They are unrelated to transactions that specify if cash’s been paid or if it will be paid in the
future. For example, if Company A purchases a machine from Company B and sees that it is
defective, returning it will not entail any cash spent, so it falls under non-cash transactions. In
other words, transactions that are not cash or credit are non-cash transactions.

3. Credit transactions

They are deferred cash transactions because payment is promised and completed at a future date.
Companies often extend credit terms for payment, such as 30 days, 60 days, or 90 days,
depending on the product or service being sold or industry norms.

Types of Accounting Transactions based on Objective

There are three types of accounting transactions based on objective, namely business or non-
business.

1. Business transactions

These are everyday transactions that keep the business running, such as sales and purchases, rent
for office space, advertisements, and other expenses.

2. Non-business transactions

These are transactions that don’t involve a sale or purchase but may involve donations and social
responsibility.

3. Personal transactions

Personal transactions are those that are performed for personal purposes such as birthday
expenditures.
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Effect of Business Transactions on Accounting Equations:
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Problem 2.1

Solution (part A)

Mystery Mountain Lodge
Balance Sheet
December 31, 2001
Assets Liabilities and Owner's Equity

Cash $21,400 | Notes Payables $620,000
Account Receivables $10,600 | Accounts Payables $54,800
Land $425,000 | Salaries Payables $33,500
Buildings $450,000 | Interest Payables $12,000
Equipment $29,200 | Total Liability $720,300
Furnishings $58,700 | Owner's Equity
Snowmobile $15,400 | Stanley Gardner's Capital $290,000
Total Assets $1,010,300 | Total Liability & Owner's Equity $1,010,300
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Stanley Gardner's Capital = Total Assets - Total Liabilities

’ = $1,010,300.00 - $720,300.00

Stanley Gardner's Capital ‘ S 290,000.00

(Part B)

No, the financial position of Mystery Mountain lodge is not good as the owner’s equity is lesser
as compared to total liability. The financial risk is very high and the company can go into
bankruptcy due to the fact that it is highly indebted.

Problem 2.3....
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Problem 2.3 Solution (Part A & B)
Tabular Form of Balance sheet of Nova Communication
Tabular Form of Balance Sheet
Owner’s
Assets Liabilities Equity
Office Notes Accounts | C. Sagan
Cash Land Building Equipment Payables Payables | Capital
Bal. Dec
31 $37,000 $95,000 | $125,000 $51,250 $80,000 $28,250 | $200,000
1 $25,000 $25,000
Balances $62,000 $95,000 | $125,000 $51,250 $80,000 $28,250 | $225,000
2| -$22,500 $35,000 $55,000 $67,500
Balances $39,500 | $130,000 | $180,000 $51,250 $147,500 $28,250 | $225,000
3 $8,500 $8,500
Balances $39,500 | $130,000 | $180,000 $59,750 $147,500 $36,750 | $225,000
4 $10,000 $10,000
Balances $49,500 | $130,000 | $180,000 $59,750 $157,500 $36,750 | $225,000
5| -$28,250 -$28,250
Balances $21,250 | $130,000 | $180,000 $59,750 $157,500 $8,500 | $225,000

Problem 2.4 (Homework
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Problem 2.5 HERE COME THE CLOWNS; is the name of a traveling circus owned by Red
Costello. The ledger accounts of the business at june 30, 2001 are listed below in alphabetical
order: (Homework)




