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Unit 1
Financial Accounting 12

Section 1
Lesson B

Indicate whether the following events are business transactions
in the accounting sense of the term (Yes or No):

(a)

(b)

(©

(d

The owner of the business invests additional
funds from his own savings into the business.  ( )

The salesman for a car dealership shows
several cars to a potential customer, who
promises to close a deal in a few days. ( )

The business purchases advertising space in
the local paper, promoting a coming sale. ( )

The potential market value of the business'

premises is estimated to have increased from

$100 000 to $250 000 over the life of the

business. ( )

Do Exercise 2-3 on page 83 of your textbook on a separate sheet
of paper. Do not prepare a trial balance since we have not
covered that yet. (1 mark for each debit and credit entry, total
10 marks)

Do Exercise 2-4 on page 83 of your textbook on a separate sheet
of paper. (2 marks for each transaction, total 12 marks)

Note: Find 'Page83" at the end of the ResourcePagesfollowing this
assignment.

-Total

marks out of a possible 39




























RECORDING CHANGES IN FINANCIAL POSITION 83

_ Exercise 2-3
Using ledger accounts

Exercise 2-4

Effects of debits and
credits on ledger account
balances

Enter the following transaction in T accounts drawn on ordinary notebook
paper. Enter the amounts and label each debit and credit with the letter iden-
tifying the transaction. Prepare a trial balance at June 30.

a On June 10, Karen King opened a bank account in the name of her new
business, King Realty Company, by making a deposit of $75,000 cash.

b On June 13, purchased land and an office building at a total price of
$160,000, of which $120,000 was applicable to the land and $40,000 to the
building. A cash payment of $50,000 was made and a note payable was

issued

for the balance.

¢ On June 20, office equipment was purchased at a cost of $8,400. A cash
down payment of $2,800 was made, and it was agreed that the balance

should be paid within 30 days.
d On June 30, paid $2,800 of the $5,600 liability arising from the purchase
of office equipment on June 20.

The first six transactions of South Pacific Travel Agency during September
appear in the following T accounts.

Cash Office Equipment
4] 60,000 | {2) 20,000 (3 20,000 | (4) 5,000
6) 2,300 | (5) 15,000
Accounts Receivable Notes Payable
{4) 5,000 | {(6) 2,300 2 100,000
Land Accounts Payable
(2) 72,000 (5) 15,000 | (3) 20,000
Building Dana Lindsey, Capital
(2) 48,000 (O] 60,000

For each of the six transactions in turn, indicate the type of accounts affected
(asset, liability, or owner’s equity) and whether the account was increased or
decreased. Arrange your answers in the form illustrated for transaction (1),
shown here as an example.

Account(s) Debited

Account(s) Credited

Type of Increase or Type of Increase or
Transaction Account(s) Decrease Account(s) Decrease
(N Asset Increase Owner’s equity increase
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