Ethics Reflection for Accounting

Chapters 18 & 19

Week 27

Directions: Read the situation below. In paragraph form, respond to the situation. Your reflection should include the answers to the questions as well as your thoughts and reactions. Your grade will depend on the clarity, detail, and completeness of your answers.

A business owner sold a piece of old, unusable equipment to a scrap metal recycling plant for $1,000. The owner thought to herself, “I just made a profit of $1,000 on something I was going to throw out anyway!” In her accounting books, she recorded this as a gain. Unfortunately, the residual value listed on her accounting books was $1,500.

1. What do you think about this situation?

2. What mistake was made?

3. How did she journalize the transaction?

4. What should the journal entry have been?

5. How would this affect the financial statements at the end of the year?

