PBL Activity #1: Learning the Accounting Equation, Balance Sheet, Income Statement and Statement of Cash Flows
1. We are opening a new lawn mowing business on April 1st. We are starting from scratch and have no money. What events will take place as we open this business and begin to operate it? Write your answers below. 


















2. After one month we decide to expand our business. We need more money to do this so we go back to the bank to get a larger loan. What will the bank likely want to know before they will lend us more money? Write your answers below. 











3. For each of the six events above, identify which elements of the accounting equation are involved.

	 
	Assets
	=
	Liabilities
	+
	Contributed Capital
	+
	Revenue
	-
	Expenses
	-
	Dividends
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4. Assume the following:
a. We initially borrowed $1,000 from the bank
b. The lawn mower cost $500
c. Our supplies cost $300
d. The advertising cost $100
e. We mowed 15 lawns for a fee of $25 per lawn
f. We used ½ of our supplies during April.
g. We had to repair the lawn mower once and that cost $75

Now record the events in the table below. Total up each column and make sure the accounting equation is in balance.

	 
	Assets
	=
	Liabilities
	+
	Contributed Capital
	+
	Revenue
	-
	Expenses
	-
	Dividends
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	TOTALS
	
	
	
	
	
	
	
	
	
	 
	 






5. Prepare each of the financial statements below.

	Awesome Lawn Service Company

	Income Statement

	For the month of April, 20xx

	
	
	
	

	Revenues:
	
	
	

	
	Fees from mowing lawns
	
	$

	
	
	
	

	Expenses:
	
	
	

	
	Advertising
	$
	

	
	Supplies
	
	

	
	Repairs
	
	

	
	Total Expenses
	
	$

	
	
	
	

	Net Income
	
	
	$






	Awesome Lawn Service Company
	

	Balance Sheet
	

	As Of April 30, 20xx
	

	Assets:
	
	
	
	

	
	Cash
	$
	
	

	
	Supplies
	
	
	

	
	Lawn Mower
	
	
	

	TOTAL ASSETS
	
	
	
	$

	
	
	
	
	

	Liabilities:
	
	
	
	

	
	Bank Loan
	$
	
	

	Total Liabilities
	
	
	$
	

	Owners' Equity:
	
	
	
	

	
	Contributed Capital
	$
	
	

	
	Retained Earnings
	
	
	

	Total Owners' Equity
	
	
	$
	

	LIABILITIES AND OWNERS' EQUITY
	
	
	
	$






	Awesome Lawn Service Company

	Statement of Cash Flows

	For the month of April, 20xx

	
	
	
	
	

	Cash from Operating Activities:
	
	
	

	
	Fees from mowing lawns
	
	$
	

	
	Advertising Paid
	
	
	

	
	Repairs Paid
	
	
	

	
	Total
	
	
	$

	
	
	
	
	

	Cash from Investing Activities:
	
	
	

	
	Paid for lawn mower
	
	$
	

	
	Paid for supplies
	
	
	

	
	Total
	
	
	$

	
	
	
	
	

	Cash from Financing Activities:
	
	
	

	
	Borrowed from the bank
	
	
	$

	
	
	
	
	

	Total from All Activities
	
	
	$

	Add: Beginning Cash Balance
	
	
	0

	Ending Cash Balance
	
	
	$







PBL Activity #2: Understanding Inventory Costing Methods
· Consider the following events and move your M&Ms as appropriate (place them in a purchased pile or a sold pile)
1. Purchase 10 orange
2. Purchase 8 red
3. Purchase 7 yellow
4. Sell 3 orange
5. Sell 6 red
6. Purchase 10 green
7. Purchase 15 red
8. Purchase 12 yellow
9. Sell 15 yellow
10. Sell 5 green
11. Purchase 9 orange
12. Sell 5 red
13. Purchase 6 green
14. Sell 8 orange
15. Purchase 5 yellow

· Assume your costs to purchase the items are as follows:
· Red = $1.00
· Orange = $1.50
· Yellow = $1.75
· Green = $2.00


PART A: Calculate how much inventory (# of items and the total $ amount) there is left.

	
	Inventory Left

	
	#
	Cost
	Total
(# x Cost)

	Red
	
	
	

	Orange
	
	
	

	Yellow 
	
	
	

	Green
	
	
	

	TOTALS
	
	
	



Calculate how much inventory (# of items and the total $ amount) was sold.

	
	Inventory Sold

	
	#
	Cost
	Total
(# x Cost)

	Red
	
	
	

	Orange
	
	
	

	Yellow 
	
	
	

	Green
	
	
	

	TOTALS
	
	
	





PART B: Now, assume new inventory purchases are placed on the shelves behind any existing items and when customers buy the items they MUST take the inventory in the front, regardless of color (go back to the beginning and everywhere it says “sell”, mark out the color).
Calculate how much inventory (# of items and the total $ amount) there is left.

	
	Inventory Left

	
	#
	Cost
	Total
(# x Cost)

	Red
	
	
	

	Orange
	
	
	

	Yellow 
	
	
	

	Green
	
	
	

	TOTALS
	
	
	



Calculate how much inventory (# of items and the total $ amount) was sold.

	
	Inventory Sold

	
	#
	Cost
	Total
(# x Cost)

	Red
	
	
	

	Orange
	
	
	

	Yellow 
	
	
	

	Green
	
	
	

	TOTALS
	
	
	





PART C:  Assume new inventory purchases are placed in front of older items on the shelves and when customers buy the items they MUST take the inventory from the front, regardless of the color.
Calculate how much inventory (# of items and the total $ amount) there is left.

	
	Inventory Left

	
	#
	Cost
	Total
(# x Cost)

	Red
	
	
	

	Orange
	
	
	

	Yellow 
	
	
	

	Green
	
	
	

	TOTALS
	
	
	



Calculate how much inventory (# of items and the total $ amount) was sold.

	
	Inventory Sold

	
	#
	Cost
	Total
(# x Cost)

	Red
	
	
	

	Orange
	
	
	

	Yellow 
	
	
	

	Green
	
	
	

	TOTALS
	
	
	







PBL Activity #3: Understanding Depreciation Methods
Assume a company buys an asset that is expected to last 5 years.
Use your 100 M&Ms to show how much of the asset is used up in each of the 5 years if:
1. It is used up evenly 
2. It is used up ½ in the first year, ¼ in the second year, 1/8 in the third year, 1/16 in the fourth year 
3. It will be used up based on how much it is actually used to produce inventory. It will produce 120 units over its life. Units produced are as follows: 
a. Year 1 = 15
b. Year 2 = 25
c. Year 3 = 20
d. Year 4 = 40
e. Year 5 = 20
Assume this asset cost $225,000 and complete the tables below for each of the 3 scenarios above. 
1. 
	Year
	$ Amount Used Up This Year
	Total $ Amount Used Up for All Years to Date
	$ Amount Left to be Used in Future Years

	1
	
	
	

	2
	
	
	

	3
	
	
	

	4
	
	
	

	5
	
	
	





2. 
	Year
	$ Amount Used Up This Year
	Total $ Amount Used Up for All Years to Date
	$ Amount Left to be Used in Future Years

	1
	
	
	

	2
	
	
	

	3
	
	
	

	4
	
	
	

	5
	
	
	



3. 
	Year
	$ Amount Used Up This Year
	Total $ Amount Used Up for All Years to Date
	$ Amount Left to be Used in Future Years

	1
	
	
	

	2
	
	
	

	3
	
	
	

	4
	
	
	

	5
	
	
	





PBL Activity #4: Time Value of Money
1. Your favorite aunt gives you $100 for your birthday. You put it in a bank account that earns 5% interest annually. 
Use the chart below to determine how much money you will have at the end of 5 years. Round your calculations to 2 decimal points.
	 
	Amount Invested
	Annual Interest Earned
	End of Year Balance

	Beginning of Year 1
	100.00
	
	

	Beginning of Year 2
	
	
	

	Beginning of Year 3
	
	
	

	Beginning of Year 4
	
	
	

	Beginning of Year 5
	
	
	



2. Now assume your favorite aunt gives you $100 on your birthday every year, for five years. Each year you deposit the new money into the same bank account that earns 5% interest annually.
Use the chart below to determine how much money you will have at the end of 5 years. Round your calculations to 2 decimal points.
	 
	Amount Invested
	New Beginning Year Balance (see * below)
	Annual Interest Earned
	End of Year Balance

	Beginning of Year 1
	$100 
	$100 
	
	

	Beginning of Year 2
	$100 
	
	
	

	Beginning of Year 3
	$100 
	
	
	

	Beginning of Year 4
	$100 
	
	
	

	Beginning of Year 5
	$100 
	
	
	

	
	
	
	
	

	
	
	
	
	

	*Last year's ending balance + amount invested at beginning of current year
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