Ralph's Basic Accounting





Ralph's firm began operations on Jan 1, 1995 by investing $17,107.44 in a single long-term asset.  The asset is a machine used to manufacture its product.  The product is manufactured on a just-in-time basis, so it holds no inventory.  The machine has a two year life with no scrap value.





The interest rate is 10% per year, earned on all assets (perfect and complete markets).





Operating activites:





Year one:	Cash Sales 	$  5,000


	Credit Sales	20,000


	Collections from Credit Sales	17,000


	Manufacturing-related expenditures	12,000


	Selling-related expenditures	3,000





Year two:	Cash Sales	$  19,000


	Credit Sales	6,000


	Collections from Credit Sales	9,000


	Manufacturing-related expenditures	12,000


	Selling-related expenditures	3,000








1.	Assume cash accounting is used.  Prepare the balance sheets just after the investment in the long-term asset, and at the end of year one and two.  Also prepare income statements for each year.





2.	Assume traditional accrual accounting is used, with straight line depreciation.  Prepare the balance sheets just after the investment in the long-term asset, and at the e
