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Learning objectives: PUDOGEA]

1) Explain accounts as they relate to the accounting equation and
describe common accounts.

2) Define debits, credits, and normal account balances using double-
entry accounting and T-accounts.

3) Record transactions in a journal and post journal

entries to the ledger.

4) Prepare the trial balance and illustrate how to use the trial balance to
prepare financial statements.

5) Use the debt ratio to evaluate business performance.
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Explain accounts as they relate to the accounting equation and describe
common accounts



- \
What is an account? MIDOCEAN

* The accounting equation is made up of three parts or categories:
assets, liabilities, and equity. Each category contains accounts.

e An account is the detailed record of all increases and decreases
that have occurred in an individual asset, liability, or equity during
a specified period.
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Cash A business’s money. Includes bank balances,
bills, coins, and checks.

Accounts Receivable A customer’s promise to pay in the future for

: . p ” Exhibit 2-1 I Asset
services or goods sold. Often described as “On Account.

) , . . Accounts
Notes Receivable A written promise that a customer will pay a

fixed amount of money and /nterest by a certain
date in the future. Usually more formal than an
Accounts Receivable.

Prepaid Expense A payment of an expense in advance. It is
considered an asset because the prepayment
provides a benefit in the future. Examples of

prepaid expenses are Prepaid Rent, Prepaid
Insurance, and Office Supplies.

Equipment, The cost of equipment, furniture, and fixtures
Furniture, and (such as light fixtures and shelving). A business
Fixtures has a separate asset account for each type.

Building The cost of an office building, a store, or a warehouse.

Land The cost of land a business uses in operations.
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Accounts A promise made by the business to pay a debt
Payable in the future. Arises from a credit purchase.
Notes Payable A written promise made by the business to pay Exhibit 2-2 I Liability
a debt, usually involving /interest, in the future. Accounts
Accrued Liability An amount owed but not paid. A specific type

of payable such as 7axes Payable, Rent
Payable, and Salaries Payable.

Unearned Occurs when a company receives cash from a
Revenue customer but has not provided the product or
service. The promise to provide services or
deliver goods in the future.



MIDOCEA

Capital

Owner
Withdrawals

Revenues

Expenses

Represents the net contributions of the owner
in the business. Increases equity.

Distributions of cash or other assets to the
owner. Decreases equity.

Earnings that result from delivering goods or
services to customers. Increases equity.
Examples include Service Revenue and Rent
Revenue.

The cost of selling goods or services.
Decreases equity. Examples include Rent

Expense, Wages Expense, and Utilities Expense.

UNIVERSITYl

Exhibit 2-3 I Equity

Accounts



Exhibit 2-4 | Chart of Accounis—Smart Touch Laarming |

Balance Sheet Accounts A list of alllu:nfa;clrnpany's accounts UMNIIDVEORCS |EA |
with their account numbers.
Assets Liabilities Equity
101 Cash 201 Accounts Payable 201 Bright, Capital ° Companies need a3 way to
111 Accounts Recewable 211 Salanes Payahble 211 Bright, Withed raeacals Organize their accounts.
121 Motes Racsvable 2211 Pavjabil=
. s They use a chart of
141 Oifice Supplies 231 Unearned Revenue d hi
R 241 Nates Payable accounts to do this.
171 Buiding * A chart of accounts lists all
151 Land company accounts along
with the account numbers.
Income Statement Accounts
{Part of Equity) e The chart of accounts for
Revenues Expenses Smart  Touch  Learning
e e S e e appears in Exhibit 2-4.
411 Irnterest Reverue 511 Salaries Expense

Account numbers are just
shorthand versions of the
account names.

321 Utities Experas
521 Ade=rtring Buperss
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Account numbers usually have two or more digits. Assets are often numbered
beginning with 1, liabilities with 2, owner's equity with 3, revenues with 4, and expenses
with 5. The second and third digits in an account number indicate where the account

fits within the category. For example, it Smart Touch Learning is using three-digit
account numbers, Cash may be account number 101, the first asset account. Accounts

Receivable may be account number 111, the second asset. Accounts Payable may be
number 201, the first liability. When numbers are used, all accounts are numbered by
this system. However, each company chooses its own account numbering system.
MNotice in Exhibit 2-4 the gap in account numbers berween 121 and 141. Smart
Touch Learning may need to add another asset account in the furure. For example, the
business may start selling some type of inventory and want to use account number 131
tor Merchandise Inventory. So, the chart of accounts will change as the business evolves.

E R
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In addition to a chart of accounts, companies need a way to show all of
the increases and decreases in each account along with their balances.
Companies use a to fulfill this task.

A ledger is a collection of all the accounts, the changes in those accounts,
and their balances.

A chart of accounts and a ledger are similar in that they both list the
account names and account numbers of the business. A ledger, though,
provides more detail. It

includes the increases and decreases of each account for a specific period
and the balance of each account at a specific point in time.

The record holding all the accounts
of a business, the changes in those

» accounts, and their balances.
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Consider the following accounts and identify each as an asset (A), liability (L),

or equity (E).

1. Rent Expense 6. Accounts Payable

2. Brock, Capital 7. Unearned Revenue
3. Furniture 8. Notes Receivable

4, Service Revenue 9. Brock, Withdrawals




3 W It! mipoceaf]

Consider the following accounts and identify each as an asset (A), liability (L), ryait!
ot equity (E). L
2.

3. A
1. Rent Expense 6. Accounts Payable : X
2. Brock, Capital 7. Unearned Revenue o
---------------------------------------------------------------------------------------------------------------------------------------------------------------- 8. A
3. Furniture 8. Notes Recelvable 9. E
IIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIII 10. E
4, Service Revenue 9, Brock, Withdrawals
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Define debits, credits, and normal account balances using double-entry
accounting and T-accounts



What is Double Entry accounting? onivers |
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Every transaction must be recorded into at least two accounts. For example, when an
owner contributes money in exchange for capital, the two accounts involved are Cash and
Owner’s Capital. Accounting uses this double-entry system to record the dual effects of
each transaction. A transaction would be incomplete if only one side were recorded.
Consider a cash purchase of office supplies. What are the dual effects? A cash purchase

of office supplies:
1. Increases the account Office Supplies (you received office supplies)

2. Decreases Cash (you gave cash). .

A system of accounting in which
every transaction affects at least twa
acocounts.



The T-account MIDOCEA |
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A shortened form of the ledger is called the T-account because it takes the form of the
capital letter T. The vertical line divides the account into its left and right sides, with the
account name at the top. For example, the Cash T-account appears as follows:

T-Accoumnt

.__,.--"" Accourt rams J A summary device that is shaped like a

-~ b capital T with debits posted on the left

i side of the vertical line and credits on

Cash the right side of the vertical line.

Debit (OR) | Credit (CR)
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Dehbit The left side of the T-account is called the debit side, and the right side is called
The left side of a Faccount.  the credit side. To become comfortable using these terms, remember the following:
Debits go on the left; credits go on the right. Debit is abbreviated as DR and Credit is

abbreviated as CR.

Credit
The right side of 3 T-account.

Increases and Decreases in the Accounts

How we record increases and decreases to an account is determined by the account
type (asset, liability, or equity). For any given account. increases are recorded on one
side and decreases are recorded on the opposite side. The following T-accounts provide

A SUIMImAary:

Assels Liabllrtles + Equity
T 1 = L T L T
Debit | Credit Chelbit Credit Debit Credit




DS

U N I

Example: Assume a business wants to record an increase of $30,000 to the Cash account.
The business would record a debit to Cash as follows:

Cash
| Debit ——a 30,000

L

Cash is an asset account and, remember, asset accounts are increased with debies.

Example: What if the business, instead, wanted to record a decrease of £20,000 to the
(_ash account? [he business would record a credit to Cash because Cash is an asset
account and asset accounts are decreased with credies:

Cash

20, 000 - II Cradit

18
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As we have noted, equity contains four account types: Owner’s Capital, Owner’s
Withdrawals, Revenues, and Expenses. Owner’s Capital and Revenues increase equity,
whereas Owner’s Withdrawals and Expenses decrease equity. We must now expand the
accounting equation and the rules of debits and credits to include all elements of equity:

Equity
Dwner's
Assats - Liabllitles + Owner's Caplital = Withdrawals Revenues - Expenses
I | T T T 1 1 T I |
Debit Credit Drebit Credit Debit Credit Dbt Credit Dbt Credit Debit Credit

MNotice in the expanded accounting equation that Owner's Withdrawals and Expenses
record increases and decreases opposite of Chwner's f.'..:i}'-'u.ﬂ and Revenues, This is becanse
increasss in Uvwners W ithdrawals and ["..\:p-::n ses docroase eruLiLy.

19



All accounts have a normal balance. An account’s

appears on the side— either debit or credit—
where we record an /ncrease (') in the account’s balance. For example, assets are increased with a debit, so the

normal balance is a debit. Liabilities and equity are increased with a credit so the normal balance is a credit.
Expenses and Owner’s Withdrawal are equity accounts that have normal debit balances—unlike the other equity
accounts. They have debit balances because they decrease equity. Owner’s Capital and Revenues have a normal

MIDOCEA
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balance of credit. Let’s look again at the accounting equation, this time with the normal balances marked:

Assats

I |
Debit
Normal
Balance

20

Credit

Liabllitles
Debit | Credit
Normal
Balance

Equity
Owhner's
+ Owner's Capltal = Withdrawals 4  Revenues Expenses
l T T 1 1 T I |
Debit | Credit Debit | Credit Debit | Credit Debit | Credit
MNormal Mormal Normal Normal
Balance Balance Balance Balance




An account with a normal debit balance may -:rccasiuna]l}' have a credit balance. MIDOCEA |

That indicates a negative amount in the account. For example, Cash will have a uvNivERS T Yl

credit balance if the business overdraws its bank account. Also, the liability, Accounts
Payable—a normal credit balance account—could have a debit balance if the company
overpays its accounts payable. In other cases, a non-normal account balance indicates an
error. For example, a credit balance in Office Supplies, Furniture, or Buildings is an er-

ror because negative amounts of these assets make no sense.

Exhibit 2-5 Rule=s of Debit and Credit and Normal Balances for Each
Account Type

Account Type Increasas Decraases MNormal Balance
Assets Debit Credit Debit
Expenses Dabnt Credit Debit
Cravner’s Withdrawals Dwebit Credit Debit
Liabilities Credit Debit Credit
Revenusas Credit Dwebit Credit

Cravner's Capital Credit Cebit Credit



Determining the Balance of a T-Account

T-accounts can be used to determine the amount remai ning in an account or the balance

of the account. To illustrate, let’s look at the following Cash T-Account:

Cash

= 30,000
(s 2

20,000 <+—

3,200 +—

Balance 12,300

[ 535,500 — 523,200

The balance of this Cash account is $12,300. This is calculated by adding each side
of the account separately ($35,500 and 523,200) and then subtracting the smaller number
from the larger number (535,500 — $23,200). The balance ($12,300) is always reported

on the side with the larger number.

22



M| A It mipoceaf]

For each account, identify if the change would be recorded as a debit (DR) or

credit (CR).

ll [ncrease to Cash 16, Increase to Interest Revenue
1 Deraseto Aconis Pybe. | 1. s wRen Expne.
Blcescobodk Cpidl | 18, Decrst to OficeSupplis
4 IocrucoUeamed Reveme. | 19, Icrase t Pepaid Rent
15, Dcrseto Acconts Recvable | 20, Increae o Notes Paable.



> A7 (K

For each account, identify if the change would be recorded as a debit (DR) or

credit (CR).

|1 Increase to Cash

16, Increase to Interest Reverue

MIDOCEA

WISINSI SV BT R S T Y

11.
Il
13.
14.
15.
16.
17.
18,
19.

DR
DR
CR
CR
CR
CR
DR
CR
DR
CR



MIDOCEA|

UNIVERSITYl

Record transactions in a journal and post journal entries to the ledger

25
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How Do you Record Transactions? Provides the evidence and data MIDOC EAi\I
|

for accounting trarsactions.
UNIVERSITY

Accountant use source documents to provide the evidence and data for recording transactions. For example,
consider Sheena Bright’s contribution of $30,000 to the business. Exhibit 2-6 illustrates the transaction. In that
exhibit, Smart Touch Learning received $30,000 and deposited it in the bank. The business then gave capital to
Sheena Bright. The check received and the bank deposit slip are the source documents that show the amount of
cash received by the business and the capital contribution of the owner, Sheena Bright. Based on these
documents, the business can determine how to record this transaction.

Exhibit 2-6 | Flow of Accounting Data

- - Transactizrns ara
) ransactiars Jzurnializad
Ti iti O

ransactiors ur Are Analyzed and Posted

Other source documents that businesses use include the following:
* Purchase invoices. ® Bank checks.® Sales invoices. Documents provided to clients when a business.
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o Trarsferring data from the jpurmalte (v Vv ER s | T v |
A record of trarsactions in date order. the ledger.

After accountants review the source documents, they are then ready to record the
transactions. Transactions are first recorded in a journal, which is the record of transactions
in date order. Journalizing a transaction records the data only in the journal—but not in the
ledger (the record holding all of the accounts of a business). The data must also be
transferred to the ledger. The process of transferring data from the journal to the ledger is
called posting. We post from the journal to the ledger. Debits in the journal are posted as
debits in the ledger and credits as credits “no exceptions”.

Transaction 1—Owner Contribution

On November 1, the e-learning agency receives $30,000 cash from the owner, Sheena Bright,
and the business gave capital to her.

Egquity
Ownear's
Assots - Liabilitias 4+ Dwner's Caphital = Wthdrawals - Revanueas - Expanses
| | L | T 1 1 1 1 T ! |
Credit Dbt Credit Dhabit Cebit Credit D bvi Credit Debit Credit

1S an assat accoun Ernght, Capital i= an eguilty accoont |



Hﬂnrdﬂlttrmumnnmﬂltjmnﬂj i
1. Date of the 2. Dabit account name
transacion, and dollar amount.
"
Date Accounts and Explanation Debit Credit At L + F!
= Mov. 1 | Cash i 30,000 Caht [~ { Bright,
Bright, Capital 30000 Capitalt
Owimer contnibution.
. /' 3. Credit account name and
4. Briaf explanafian. dollar amaount. The creds
| account name is indanted.




|
Past the journal entry to the ledger. MIDOCEANN I

Date Sccounts and Explanation Debit Credit
Maow 1 Cash =0, 00D
Bright, Capital 30,000
Cash __— Bright. {,Elprtalr,-‘f
Mov. 1 30.0001" [ 20,0007 Mow. 1

Determine if the accounting equation is in balance.

Assets Liabllities 4+ Equity
Cash B Bright,
[~ 1 Capital
(1 + 20,000 + 20,000

-



Transaction 2—Purchase of Land for Cash e '[ll
On November 2, Smart Touch Learning paid $20,000 cash for land. e

Equity
Chwmner's
Assets - Liabilitles + Ohwner's Capltal = Withdrawals <+  Rewvenues - Expenses
| | L ‘ t 1 t 1 ! ! t t ‘ 1
Dabit | Credit Debit | Credit Debit | Credit Debit | Credit Cebit | Credit Debit | Credit
Land & an assat that Cash s an asset that
5 increasing: Debit. 5 decraazing: Cradit.
Date Accounts and Explanation Debit Credit ATl L + E
Now. 2 = Land 20,000 LandT = <
Cash 20,000 Cashi
Paid cash for land.
Assets Liabliitles + _Equity
Cash + Land + Bright,
C”h Md Capital
Bal. $30,000 == $30,000
Nov.1 3000020000 Nov.2 ~ Nov.2 20,000 - -
Bal. $10,000 +  $20.000 | L $30,000



Transaction 3—Purchase of Office supplies on credit

Smart Touch Learning buys $500 of office supplies on account on November 3.

Drate Accounts and Explanation Diebyit Credit
Mow. 3 | Office Supplies 500
Accounts Payable 500
Purchased office suppiies on aocount.
Offlce Supplies Accounts Payable
Now. 3 00 | 500 Now. 3

__AT
Office
SuppliesT

MIDOCEAN
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LT + E

=+ Accounts
PayableT

Transaction 4—Earning of service Revenue for cash On November 8, Smart Touch Learning collected cash of $5,500 for
service revenue that the business earned by providing e-learning

AT
CashT

}L + E1
):

Service
| Revenue?

Date Accounts and Explanation Debit Credit
Nowv. 8 Cash 5,500
Service Revenue 5.500
Performed services and received cash.

Cash

Service Revenue

Nov. 1 30,000 | 20,000 Nov. 2
Nov. 8

Nov. 8
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Transaction 5—Earning of service Revenue on account MIDOCEA[l!
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On November 10, Smart Touch Learning performed services for clients, for which the clients will pay the
company later. The business earned $3,000 of service revenue on account.

At L+ E Date Accounts and Explanation Debit | Credit
Accounts =3 Senvice Mov. 10 | Accounts Receivable 3,000
Receivablel Revenuel Service Revenys 3000

| Performed senvices on acoount,
Accounts Recelvable Service Revenue
Nov. 10 3 00C 5500  Nov. 8

1000 New_10



Transaction 6—Payment of Expenses with cash |
MIDOCEA

Smart Touch Learning paid the following cash expenses on November 15: Office rent, UNIVERSITY |

$2,000 and employee salaries, $1,200.

Date Accounts and Explanation Debit Credit Al L + El
Mow 15 | Rent Expense 2,000 m nent
Salaries Expense 1.200 =4 Exp@n:seT
Cash 3,200 E?;;ET
Paid cash expeanses, L

Compound Journal Entry
A journal entry that is characterized by

Cash Rent Expense having multiple debits andfar multiple
. its.
Nov.1 30,000(20,000 MNov.2  Nov. 15 2,000 ‘ -
Mov. B 55001 3200 MNov. 15 Notice that the journal entry has three accounts involved—two debits

and one credit. This is a compound journal entry. A compound journal
entry has more than two accounts, but total debits still must equal

total credits.

Salarles Expensa
Nov. 15 1,200 |




Transaction 7—Payment on account (accounts Payable) |

On November 21, Smart Touch Learning paid $300 on the accounts payable created in MIDOCEA
Transaction 3. umvuasmvl
Date | Accounts and Explanation Debit Credit
PMow. Z1 Accounts Payable - k]
Cash ]
Paid s on acoowunrrt

Cash Accounts Payvable
Mo, 1 S0 00D | 20,000 Mow. 2 Mow. 21 200 | 500 Mow. =
Mow. & T B 3 200 Mow. 15
=0 Mow. 21

Transaction 8—collection on account (accounts Receivable)
On November 22, Smart Touch Learning collected $2,000 cash from a client in Transaction 5.

D=t Socounts amnd Expmliamsthaor L=kt et
Pz, X7 Ca=h & T
Hooount=s Aecewvablae 2 000
Recsieaead oosf oy SsSoooume

Caish Auocooeumts Hecosberalble
Pl 1 0 oD | A0 00 M. 2 Mo, 110 F a0 2 _ O Mo, 22
Pl =& i =2 _FIED Mow. 1%

Mow. 22 2. 000 =00 MNMow. 21



Transaction 9—Owner Withdrawal of cash  On November 25, Sheena Bright withdrew cash of $5,000.
I

Cr k= Sccoauunts @red Expdlamatioam

=it

Credlit

MIDOCEA

Flizewr. 25 Erght. Withdrawzalks
i a=ln

AT rer LR O evad.

L

5./000

Cai=sh EBEright. Withd rawals
Flow. 1 0,000 | 2000 Flonwr. 2 Fow. 25 5, O I
Mo, S T = ] Flow. 15
Flow. X2 2 000 =L Floawr. 21
O Flow. 25

Transaction 10—Prepaid Expenses On December 1, Smart Touch Learning prepays three months’ office rent of $3,000

CDrate SAccounts and Explamnation

Credit

Dec. 1 Fregpaid Remt
_as=h
Faud ment dn advance.

Cash

Mow. 1 F0, 000 | 20, 000
Mow. 8 5,500 3,200
Mowv. 22 2,000 ElR L

5,000

— -
14
i R R

MNow. 2
Mow. 15

Mow. 21
Mow. 25
Dec. 1

=000

Frepald Rant

3,000

Dec. 1

-}
-..l

UNIVERSITY



Transaction 11—Payment of Expense with cash On December 1, Smart Touch Learning paid employee salaries of $1,200. 'l

MIDOCEA

Date Bucocouanits and Explamatiorn Debit Creditt UNlVERSlTYl
Cec. 1 Salaries Expenss 1,200
Cash 1. 200
Faid salavwies
Cash Salaries Exponss

Mo 1 0,0 | 20,000 Mow_ 2 Mow. 15 1,200

Mow. 8 5 S0 2200 Mow. 15 Dhec. 1 1,200

Mo, 2 2 000 =] Fdow. 21

5, 0000 Mov. 25
=000 e, 1
200 O 1

On December 1, Smart Touch Learning purchased a $60,000 building

Transaction 12—Purchase of Building with notes Payable .
in exchange for a notes payable.

Date Accounts and Explanation Debit Credit
Dec. 1 Building 60,000
Motes Payable 0,000
Purchase of buiiding with note.
Bullding Notes Payable

Dec. 1 &0,000 60,000 Dec 1



Transaction 13—Owner contribution On December 2, Smart Touch Learning received a contribution of |
furniture with a fair market value of $18,000 from Sheena Bright
MIDOCEA

Date Accounts and Explanation | Debit Credit UNIVERSITYl
Dec. 2 Furniture 18,000
Bright, Cagpital ‘ 18,000
Ohvrrer contnibution of fumiiure.
Furmiture Eright, Capltal
Dec. 2 18,000 30,000 Now. 1
: Dec. 2

Transaction 14—accrued Liability On December 15, Smart Touch Learning received a telephone bill for $100 and will
pay this expense next month.

Date Accounts and Explanation Debit Credit
Dec. 15 | LUtilities Expense 100
Litilities Payabla 100
Accrued wtility liability
Utllitles Payable Utlltles Expense

Dec 15 Dec. 15



Date Accounts and Explanation Debit Credit
Dec. 15 | Salaries Expensa 1,200
Cashi 1,200
Paid salaniss.
Cash Salaries Expense
Mov. 1 20,000| 20000 HNov. 2 Mov. 15 1,200
Mov. 8 5500( 3200 MNov.15 Dec 1 1,200
MNov. 22 2,000 300 Nov.21 Dec. 15 1200
5000 Nov. 25
3000 Dec1
1,200 Dec 1
200 Dec 15
Diate Accounts and Explanation Debit Credit
Dec. 21 | Cash L]
Unearned Revenue GO0
Collected cash for future sanices.
Cash Unearned Revenue
Nov. 1 30,000 ) 20,000 Nov. 2 Dec. 21
MNov.8 5500 3,200 MNov. 15
MNov. 22 2,000 200 Nov. 21
Dec. 21 5,000 MNov 25
3,000 Dec.
1,200  Dec. 1
1,200 Dec. 15

Transaction 15—Payment of Expense With cash

MIDOCEA

UNIVERSITY

On December 15, Smart Touch Learning paid employee salaries
of $1,200.

Transaction 16—unearned Revenue

On December 21, a law firm engages Smart Touch Learning to
provide e-learning services and agrees to pay $600 in advance.



Transaction 17—Earning of Service Revenue for Cash

On December 28, Smart Touch Learning collected cash of $8,000 for Service Revenue
that the business earned by providing e-learning services for clients.

Date Accounts and Explanation Debit Credit
Dec. 28 | Cash 8,000
Service Revenue &,000
Cash Service Revenue
Mov. 1 30,000 | 20,000 Nov. 2 5500 Nov. 8
Mov. 8 5500( 3,200 MNov 15 3,000 Nov. 10
Mov. 22 2,000 300 Nov. 21 8,000 Dec 2B
Dec. 21 600 | 5,000 MNov. 25
Dec. 28 B2,000| 3,000 Dec 1
1,200 Dec 1
1,200 Dec 15




1. Which of the fnﬂuwing is not classified under asset accounts?

a. Cash
b. Account receivables
c. Motes receivable

d. Accrued liability

2. A written promise made by the business to pay a debt, usually involving interest in
the future, is also called

a. accrued liability.
b. unearned revenue.
¢. notes payable.

d. accounts payable.

3. Which of the following is not true about T-account?

a. lt is also called a ledger.
b. The left side is called debt.
¢. The right side is called credit.

d. Increases in amount are recorded on both sides.



4. Which of the following does not come under equity?
a. Owner’s withdrawal
b. Revenues
c. hwner's capiral
d. Accounts receivable

5. Your business purd'm:.::d office su]::-pli:-.r. of $2.500 on account. The juumal entry

to record this transaction is as follows:

a. Office Supplies Z,500
Aocounts Recemable Z.500

b. Office Supplies 2,500
Accounits Payable 2.500

C. Accounts Payable 2,500
2,500

Crffice Supplies

d. Cash 2.500
Acoounts Payable 2.500



5. Sedlor P'n:-p-:rl:iﬁ pu.r-:]‘mm:l office sup]::l[:'s on account for $800. Which juumal
entry records the payment of those office 5upp]iﬁi’

a. Accounts Fayable 800
Accounts Receivable 800

b. Accounts Payable 800
Cash &00

C. Cash a0
Accounts Payable &00

d. Office Supplies 200
Cash 800



7. Posting a 52,500 purchase of office supplies on account appears as follows:

MIDOCEAN N
a. Cash Offlce Supplies
2500 2,500 |
b, Office Supplies Accounts Payable
250 2,500 |
C. Offlce Supplies Accounts Recelvable
2,500 2,500
d. Office Supplies Accounts Payable

2,500 2,500



9, Which is ﬁ"uwing is not one of the source documents that accountants use
to record data?

a. [urchase invoices
b. Bank checks

c. Sales involces

d. Bank puarantee
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1.d 2.c 3.d 4.d 5b 6. b 7. 9.d



MIDOCEAN
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Thank You
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