BOOKKEEPING – GENERAL LEDGER
Unit 2:  Concepts and Terms
Activity 2.10
Suggested Timing:  5 minutes
Use the accounting equation to complete the following:
	Transaction
	   A             =             L             +             OE             +            R

	Sylvia the solicitor decided to go into business for herself.  She decided to buy an existing legal practice.  Sylvia opened a business bank account and deposited $20,000 of her own money.   Sylvia’s business got a bank loan of $40,000 and so had $60,000 to spend.
	   $                             $                               $                             $

	Sylvia found a legal practice for sale which had been operating for 10 years and which had a number of clients.  Sylvia paid $59,000 for the practice.  The assets she bought comprised furniture valued at $5,000, debtors which totalled $4,000 and goodwill* valued at $50,000.
	

	Sylvia defended a number of clients in court and received $500 which she deposited into the business bank account.
	

	A debtor paid his $1,000 account which was deposited into the business bank account.
	

	Sylvia gave advice to a client on forming a partnership and received $500 which she deposited into the business bank account.
	


* Goodwill is a business asset resulting from a good reputation of the business and the good relationship between the business and its customers.  Goodwill is an asset which can’t be seen, unlike most business assets which can be seen and touched.  Many business owners add an amount of goodwill onto the sale price of their business as payment for the ready made customers and for the good business name built up.
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