Chapter 2.

Measuring Business Transactions

1. Indicate whether each account below has a normal debit or credit balance.

a. Automobiles                  g. Owner’s Withdrawals

b. Bonds Payable               h. Unearned Revenue

c. Owner’s Capital              i. Land

d. Prepaid Rent                   j. Interest Payable

e. Advertising Expense      k. Notes Receivable

f. Art Fees Earned

2. Indicate whether each account below has a normal debit or credit balance.

a. Cash                                                 g. Interest Receivable

b. Mortgage Payable                            h. Store Equipment

c. Depreciation Expense, Equipment   i. Legal Fees Earned

d. Unearned Fees                                  j. Owner’s Capital

e. Unexpired Insurance                        k. Depreciation Expense, 

f. Notes Payable                                       Buildings 

3.  Record the following transactions, using proper form, in the general journal provided.

Oct.  2   Provided services in the amount of $2,000, receiving $600 in 

              partial payment.  

       12   Received $800 of the amount owed from October 2.

4. In the general journal provided, prepare journal entries without explanations for the    following transactions. Write “no entry” if none is needed.

a. Received an $800 bill for this month’s rent. Payment won’t be made 

    right away.

b. Paid $600 in insurance premiums to cover the next six months.

c. Owner withdrew $900.

d. The rent of a is paid.

e. Purchased land for $10,000. The company paid half in cash and 

    issued a promissory note for the other half.

5. Given the following ledger account and postings, complete the Balance column. Assume   

     no previous postings in the account.
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6. Using the following transactions, calculate (a) net income for the period, as well as the  

    ending balances of (b) Accounts Receivable, (c) total liabilities, and (d) Cash.

a. Opened business by investing cash of $20,000.

b. Billed customers for services rendered, $4,000.

c. Paid for six months’ rent in advance, $1,000.

d. Received telephone bill, to be paid next week, $200.

e. Withdrawals of $1,600 were made by owner.

f. Received $3,000 from customers billed in b.

g. Paid half of telephone bill.

h. Received $400 in advance of performing service.

7. Using the following transactions, calculate (a) net income for the period, as well as the ending balances of (b) total assets, (c) total liabilities, and (d) Cash.

a. Opened business by investing cash of $9,000.

b. Paid one year’s insurance in advance, $600.

c. Billed customers for services rendered, $1,500.

d. Received utility bill, to be paid next month, $100.

e. Received $200 in advance of performing a service.

f. Received $1,100 from customers billed in c.

g. Paid $75 on the utility bill of d.

h. Withdrawals of $500 were made by owner.

8. From the following list of account balances for Juan Perez Services on July 31, 20xx, prepare a trial balance in proper form (the amount of owner’s Withdrawals must be computed). All account balances are normal.
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Chapter 2.

Measuring Business Transactions

ANSWERS
1.

[165] a. Debit    g. Debit

b. Credit   h. Credit

c. Credit   i. Debit

d. Debit    j. Credit

e. Debit    k. Debit

f. Credit

2.
[166] a. Debit    g. Debit

b. Credit   h. Debit

c. Debit    i. Credit

d. Credit   j. Credit

e. Debit    k. Debit

f. Credit

3.
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5.

 May     1    $5,000 credit balance

            7    $3,600 credit balance 

            8    $4,600 credit balance

           12    $4,200 credit balance

6.
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