Accounting: “Revenues & Expenses” Homework

Name:_____________________
Questions:
1. Identify the three main financial statements of a business.

2. What information is reported on an income statement?
3. Why does the user of an income statement need to know the time period that it covers?

4. What information is presented in a balance sheet?
5. Why is the revenue recognition principle needed? What does it require?
6. Are debits or credits listed first in journal entries? Which are indented?

7. What is the purpose of a trial balance?

8. If a wrong amount is journalized and posted to the accounts, how should the error be corrected?

9. Distinguish between the book of original entry (journal) and the book of final entry (ledger).

Problems:
1. Circle which of the following items are likely to serve as source documents.

a. Bank statement
e. telephone bill

b. Sales ticket

f.  invoice from supplier

c. Income statement
g.  owner’s personal savings account

d. Trial balance

h. balance sheet
2. Complete the following account by indicating 1) the type of account as an asset, liability, equity, revenue, or expense, 2) entering DEBIT (Dr.) or CREDIT (Cr.) to identify the kind of entry that would increase or decrease the account balance, and 3) identifying the normal balance of the account.

	Account
	Type of Account
	Increase 

(Dr. or Cr.)
	Decrease 

(Dr. or Cr.)
	Normal Balance

 (Dr. or Cr.)

	a. Unearned Revenue
	
	
	
	

	b. Accounts Payable
	
	
	
	

	c. Postage Expense
	
	
	
	

	d. Prepaid Insurance
	
	
	
	

	e. Land
	
	
	
	

	f. P. Maben, Capital
	
	
	
	

	g. Accounts Receivable
	
	
	
	

	h. P. Maben, Withdrawals
	
	
	
	

	i. Cash
	
	
	
	

	j. Equipment
	
	
	
	

	k. Fees Earned
	
	
	
	

	l. Wages Expense
	
	
	
	


3. Using T-accounts, show how each transaction affects the books by distributing the problem letter to the appropriate debit or credit sides of the appropriate accounts. Use the T-accounts provided on separate paper.

a. Paid cash for supplies

b. Received cash from sales

c. Paid cash for equipment repairs

d. Paid cash on account to creditor

e. Received cash from owner as an investment

f. Paid cash for the telephone bill

g. Prepaid the rent

h. Bought supplies on account

i. Owner withdrew money for personal use

j. Owner withdrew supplies for personal use

k. Received money from customer who previously bought on account

4. Indicate the financial statement on which each of the following accounts would appear.  Keep in mind that some accounts may appear on more than one statement.

a. Office supplies _____________________________________________________

b. Service revenue_____________________________________________________

c. Interest payable _____________________________________________________

d. Accounts receivable__________________________________________________

e. Salaries expense_____________________________________________________

f. Equipment__________________________________________________________

g. Prepaid insurance____________________________________________________

h. Buildings___________________________________________________________

i. Interest revenue______________________________________________________

j. Owner, withdrawals___________________________________________________

5. A trial balance has total debits of $20,000 and total credits of $24,500. Which of the following errors could create this imbalance? Explain.

a. A $2,250 debit to Rent Expense in a journal entry is incorrectly posted to the ledger as a $2,250 credit, leaving the Rent Expense account with a $3,000 debit balance.

b. A $4,500 debit to Salaries Expense in a journal entry is incorrectly posted to the ledger as a $4,500 credit, leaving the Salaries Expense account with a $750 debit balance.

c. A $2,250 debit to Consulting Fees Earned in a journal entry is incorrectly posted to the ledger as a $2,250 debit, leaving the Consulting Fees Earned account with a $6,300 credit balance.

_______________________________________________________________________________

_______________________________________________________________________________

_______________________________________________________________________________

_______________________________________________________________________________

6. Seven transactions a through g are posted to the following T-accounts. Provide a short description of each transaction. Include the amounts in your descriptions.
Cash






Automobiles




a) 6,000

b) 4,800



a) 12,000



e) 4,500

c)    900










f) 1,600




Accounts Payable






g)    820











f) 1,600

d) 10,000





Office Supplies




David Joy, Capital




c)     900









a) 25,600



d)     300






Prepaid Insurance




Delivery Services Revenue




b) 4,800









e) 4,500





Equipment





Gas & Oil Expense




a) 7,600







g)     820



d) 9,700

a.)__________________________________________________________________________________

b.)__________________________________________________________________________________

c.)__________________________________________________________________________________

d.)__________________________________________________________________________________

e.)__________________________________________________________________________________

f.)__________________________________________________________________________________

g.)__________________________________________________________________________________

7. Roberto Ricci opens a computer consulting business called Financial Consultants and completes the following transactions in April. 
1) Prepare journal entries using the paper provided to record the transactions. 
2) Open the following accounts in balance column format accounts and post the journalized entries to 
the ledger: 

· (101) Cash

· (106) Accounts Receivable

· (124) Office Supplies

· (128) Prepaid Insurance

· (131) Prepaid Rent

· (163) Office Equipment

· (201) Accounts Payable

· (301) Roberto Ricci, Capital

· (302) Robert Ricci, Withdrawals

· (403) Service Revenue

· (690) Utilities Expense

(3) Using the balance in each ledger account, prepare a trial balance as of the end of April.

TRANSACTIONS:

April
1
Ricci invests $80,000 cash along with office equipment valued at $26,000.


1
Prepaid $9,000 cash for 3 months’ rent for office space.


2
Made credit purchases of office equipment for $8,000 and office supplies for $3,600.


6
Completed services for a client and immediately received $4,000 cash.


9
Completed a $6,000 project for a client, who will pay within 30 days.


10
Paid the amount payable created on April 2 in cash.


19
Paid $2,400 cash for the premium on a 12-month insurance policy.

22
Received $4,400 cash as partial payment for the work completed on April 9.


25
Completed work for another client for $2,890 on credit.


30
Ricci withdrew $5,500 cash from the business for personal use.


30
Purchased $600 of additional office supplies on credit.


30
Paid $435 cash for this month’s utility bill.
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