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in a town. What we need to understand is that accounting is logical and should be helpful in 
keeping track of the sources and uses of funding. To this end, clear reports of financial data 
enable nonaccountants to understand how their town is using its resources.

Summary

This module is background for the next module on financial analysis. Students are urged to 
take an accounting course to understand in depth how organizations of all kinds record, clas-
sify, and report their transactions. However, even beginning students can understand financial 
statements.

Assignments

1. The Seaside Humane Society has performed the following transactions. Summarize the 
transactions using the accounting equation.

Transaction A: A generous cash donation of $25,000 was received.

Transaction B: The Society purchased a new piece of medical equipment (an asset) for 
$10,000 and will pay for it in 90 days, creating a liability.

Transaction C: Payroll was distributed, 
resulting in a decrease of cash in the amount 
of $2,000.

What are the balance sheet totals after these 
transactions, assuming the Society had 
beginning balances of zero?

2.  The Little League Organization 
performed the following transactions. 
Summarize the transactions using the 
accounting equation.

Transaction A: Registration for the upcoming 
baseball season generated $35,600 in regis-
tration fees. All fees are paid in cash.

Transaction B: The League purchased new 
baseballs and uniforms on credit from the 

local sports store. The transaction total was $12,453.

Transaction C: Landscaping services in the amount of $5,632 were purchased with cash to 
prepare the fields for play.

What are the balance sheet totals after these transactions, assuming the League had beginning 
balances of zero?

3. The local homeless shelter had the following transactions. Summarize the transactions using 
the accounting equation.

New Town Finance Department

2-Jan received $10,000 in education  
revenues from state

Cash - State Education $ 10,000
Revenues, education $ 10,000

5-Jan spent $5,000 in cash on supplies
Expenses, Supplies 5,000
Cash 5,000

8-Jan received $3,000 in property tax revenues 
from private company

Cash – Property tax, commercial 3,000
Revenues, commercial 3,000

14-Jan paid salaries of employees
Salaries expense 8,000
Cash 8,000

Table 25.4 

New Town Finance Department: Debits and 
Credits


