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PRACTICE SET  THE ACCOUNTING EQUATION

I.

I1I.

THE ACCOUNTING EQUATION

Write the accounting equation at the top of these three T accounts. Place the abbreviation DR. and
CR. on the proper side of all T accounts. Also, use a plus or minus sign to indicate the directional
change each side of the T account represents.

ANALYZING TRANSACTIONS - SAMPLE PROBLEM

Instructions: Record only the current transaction information in T accounts arranged
according to the Accounting Equation.

Linda Smith, a sophomore at State University, started the Speedy Ironing Service with a $125
cash investment on Sept. 1, 1991.

On Sept. 1, paid $60 for 4 months of ads in the school newspaper.

On Sept. 1, purchased Ironing Supplies for $10 cash.

On Sept. 1, purchased $60 of Ironing Equipment paying $30 down.

Linda made an additicnal investment of $25.

Paid cne-half the amount owed on the Ironing Equipment.





ITT.

THE EXPANDED ACCOUNTING EQUATION

Write the expanded accounting equation at the top of these T accounts. Place the abbreviation DR.
and CR. on the proper side of all T accounts. Also, use a plus or minus sign to indicate the
directional change each side of the T account represents.

IV. ANALYZING TRANSACTIONS

Y

10.

i1.

12,

Instructions: Record only the current transaction information in T accounts arranged
according to the expanded Balance Sheet Equation.

Linda withdrew $30 for personal use.

Cash collected for Ironing Services performed during the first month amounted to $150.
$20 was also due for services rendered.

Paid September rent of $50 for a room used when ironing clothes.

Received $10 on account.

Cn Sept. 26, two students each paid $5 for next week's Laundry Service.

Paid menthly phone bill of $20.

NOTE: Complete solutions to Practice Sets are located at the end of Quick Notes. Page numbers are the
same as those of the corresponding Practice Set and are preceded by the letter A. The answers to this Practice
Set begin on page A4.






PRACTICE SET RECORDING TRANSACTIONS

I. ANALYZING TRANSACTIONS II. JOURNALIZING TRANSACTIONS
= |
| Instructions: Use the T accounts |

1. Linda Smith, a scophomore at State University, started the Speedy on the left to analyze each trans-

Ironing Service with a $125 cash investment on Sept. 1, 1991. | action, journalize on the right. |
DR. CR.
[ - ! 1. -

2. On Sept. 1, paid $60 for 4 months of ads in the School newspaper.

2
i

3. On Sept. 1, purchased Ironing Supplies for $10 cash.

3

4. Cn Sept.l, purchased $60 in Ircning Equipment paying $30 down.

4,
!
I

5. Linda made an additional investment of $25.

: 8
i
6. Paid one-half the amount owed on the Ircning Equipment.
I 6.
! .
7. Linda withdrew $30 for personal use.
=
|
| |

8. Cash collected for Ircning Services performed during the first

month amounted to $150. $20 was also due for services rendered.
: 8.
|

9. Paid September rent of $50 for a room used when ironing clothes.

9.
10. Received $10 on account.

10.
11. Sept. és, two students paid $5 each for next week's ironing.

11.

i |

12, Paid monthly phone bill of $20.

12,

20

10





CBSH _Accounts Payable —Capital. Linda Smith
! | f Instructions: Post previous
| | : page Journal Entries into
| these T accounts which have
! Unearned Ironing Revenue been arranged according to |
| | the rewritten accounting |
. | | equation and make a Trial
Withdrawals, | Balance.
ind ] 5
I
i I
|
| |
Telephone Expense
I
|
) e |
_Prepaid Advertising
IV. TRIAL BALANCE
__Ironing Supplies Speedy Ironing Service
Trial Balance
Sept. 30, 1991
— Ironing Equipment
Cash
_Accounts Receivable Accounts Receivable

_' Note: A completed Trial Balance
for September 30 appears on page

| A20 of the next Practice Set. |

Prepaid Advertising
Ironing Supplies

Ironing Equipment
Accounts Payable
Unearned Ironing Revenue
Capital, Linda Smith
Withdrawals, Linda Smith
Irconing Revenue

Rent Expense

Telephone Expense

Instruction: Record the first transaction from page A8 in the formal journal below and post to the l
formal ledger accounts. Show all references. Assume Cash is account #1 and Capital is account #100.

V. GENERAL JOURNAL Page 1
DATE | ACCOUNT TITLE AND EXPLANATION | R DEBIT CREDIT |
'i
|
VI. GENERAL LEDGER
CASH ACCOUNT NO.
DATE EXPLANATION PR DEBIT CREDIT BALANCE
ITAL. LINDA SMITH ACCOUNT NO.
DATE EXPLANATION PR DEBIT CREDIT BALANCE
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PRACTICE SET ADJUSTMENTS, WORKSHEET, AND STATEMENTS
I. DEBITS AND CREDITS II. TRIAL BALANCE

Speedy Ironing Service
Trial Balance

__ASSETS = _LIABILITIES + _OWNER'S EQUITY September 30, 1991
CR. CR. DR. CR. DR. R
+ - - ‘ + - ‘ + Cash $105
Accounts Receivable 10
Prepaid Advertising 60
WITHDRAWALS _EXPENSES _REVENUE Ironing Supplies 10
DR.| CR. DR.| CR. DR.| CR. Ironing Equipment 60
+ - + - - 4+ Accounts Payable $ 15
: Unearned Ironing Revenue 10
Capital, Linda Smith 150
Instructions: Student should use the Withdrawals, Linda Smith 30
apprcpriate Trial Balance figures and Ironing Revenue 170
|the information provided to analyze Rent Expense 50
adjustments on the left and jourmal- Telephone Expense 20 ____
ize on the right. Journal entry 5345 §345
descriptions are not required.

IITI. ADJUSTING JOURNAL ENTRIES
Practice Set Adjustments - Wednesday, September 30, 1991

ANALYZING TRANSACTIONS ‘ JOURNALIZING TRANSACTIONS
Assets = Liabilities + Owner's Equity
a. One month of scheduled advertising appeared LR. CR.

in the school newspaper. See Transaction 2, page 10.

b. A count of Ironing Supplies revealed
approximately $5 worth on hand.

: b.
| |
c. Depreciation was taken on equipment
with a useful life of 5 years.
c:
i
d. On Thursday, 10/1, Linda would pay her first employee,
who worked Tuesday and Thursdays, $12 for the week.
‘ ‘ d.
e. Ironing Services for one of the two students who had paid
in advance had been performed as of 9/30/91.
‘ ‘ e.
f. On Tuesday, September 29, services had been finished
for 2 students who promised to pay $5 each on 10/5.
£
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Instructions: The adjustments from Part III should be transposed into the adjustments columns
of the worksheet. Check the correctness of the adjustments by verifying the Adjusted Trial
Balance. Finally, the adjusted balances should be extended to make an Income Statement and
Be sure to place the letter of the adjustment to the left of the amount as

Balance Sheet.

demonstrated with adjustment a.

IV. WORKSHEET

Rdjusted Income Balance
Trial Balance Adjustments Trial Balance Statement Sheet
:Cash 105 105
Accounts Receivable 10 20
| Prepaid Advertising 60 (&) 15 45
|Ironing Supplies 10 5
.Ironing Equipment 60 60 :
;Accounts Payable 15 15 |
|Unearned Ironing Revenue 10 5 !
lg‘gp_J.L_al_‘_Mth 150 150 l
EWithdrawals, Linda Smith 30 30 i
;Ironing Revenue 170 185 !
/Rent Expense 50 50 !
|Telephone Expense 20 20
| 245 345
Advertising Expense - - (a) 15 15
Ironing Supplies Expense 5
Depreciation Eb_ipensg, g
— Ironing Equipmen
Accumulated Depreciaticn,
Ironing Equipment 1
Salaries Expense [3
Salaries Payable —_— S —£ ST O —
| 42 42 362 362
!

V. ACCOUNTING STATEMENTS

I[ Instructions:

Use the Adjusted Trial Balance above to complete an Income Statement and Balance Sheet. ‘

Total Operating Expenses

Net Income

Speedy Ironing Service
Income Statement
For the Month Ended Sept. 30, 1991

Total Assets:

$234

Speedy Ironing Service

Balance Sheet

September 30, 1891

Total Liabilities +
Owner's Equity
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PPACTICE SET COMPLETING THE ACCOUNTING CYCLE

I. CLOSING JOURNAL ENTRIES

| Instructions: Make the Closing Entries, post to the General Ledger and complete
| the Post-Closing Trial Balance. Be sure to name the unlabeled T account.

DR. R. | DR. CR.
Sept. 30 Income Summary 97 Sept. 30 Ironing Revenue

Income Summary

Sept. 30

Accounts Payable Capital, Linda Smith,
105 | | 15 | 150
[
~Accounts Receivable Salaries Payable
20 ‘ | 3
Unearned Withdrawals,
{4 A .
45 ‘ ‘ 5 30 i
_Imnin%tT&mlie.s_ EXPENSES
Ironing Equipment |
60 | ) ) |
Ironing Supplies
Aeingad Decxeciation ol |
AT

III. POST-CLOSING TRIAL BALANCE

Speedy Ironing Service
Post-Closing Trial Balance
September 30, 1991 |

cash |
Accounts Receivable
Prepaid Advertising
Ironing Supplies
Ironing Equipment
Accumilated Depreciation,

Ironing Equipment
Accounts Payable
Salaries Payable
Unearned Ironing Services
Capital, Linda Smith

k
b
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V: Make
Fill

VI:

Instructions Part IV: Complete the Reversing Entry and pay Oct. 2nd payroll.

the Correcting Entry.
in the missing accounting steps.

IV. REVERSING ENTRIES

Paying Salaries - No Reversing Entry "' Paying Salaries - Reversing Entry
' DR. DR. CR.
Sept. 20 Salaries 6 Sept. 30 Salaries Expense 6
Salaries Payable 6 Salaries Payable &
Oct. 1l
Oct. 2 Salaries Expense 6 Oct. 2
Salaries Payable 6
Cash 12
V. CORRECTING ENTRIES
On Oct. 8, Linda discovered that a $5 purchase of Ironing
Supplies had been posted to the Ironing Equipment account.
VI. THE THIRTEEN ACCOUNTING STEPS
1.Journal Entries 4. 9. 12.
2 5. Post to Ledger 7. Income Statement 10
8. 11. Post-Closing 13.

3. 6.

Trial Balance

VII.

OWNER'S EQUITY

vs.

STOCKHOLDERS' EQUITY

| Instructions:

Given the entries Linda Smith made as a sole proprietor, make the required

| entries for a corporation. Assume shares of Common Stock sold at Par for $1 per share.

DR. CR DR.
Cash 150
Capital, Linda Smith 150
RECORDING EARNINGS
Income Summary 88
Capital, Linda Smith 88
DISTRIBUTING EARNINGS
Withdrawals, Linda Smith 30
Cash 30
Capital, Linda Smith 30
Withdrawals, Linda Smith 30

STARTING A BUSINESS

EQUITY SECTION OF BALANCE SEEET

Owner's Equity
Linda Smith, Capital, September 1, 1992
Net Income
Withdrawals
Capital, September 30

Stockholders' Equity
$150

$ 88

30 _=58
$208

Total Stockholders' Equity

27
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