Income Statement, General Journal, Trial Balance
TEST REVIEW
What type of balance do the following accounts usually have (debit or credit)?


a)
A revenue account






b)
An expense account





c)
A Drawings account





d)
A Capital account




Herb Tyler decided to open a fitness centre. Journalize the following transactions, using the journal form below. Provide explanations. Sales tax and GST are not to be considered.



Sep.
2
Herb invested $20 000 cash in the business.




2
Exercise equipment costing $5 000 was purchased from Buy-Cep Wholesalers Ltd. A cash payment of $2 000 was made (Cheque No. 62) and the balance owing was to be paid in 30 days.




8
Fees earned amounted to $600 cash.




9
Bought office supplies ($360) from Office Outfitters on account (due 30 days).




25
Paid the monthly utility bill with Cheque No. 63 for $175.




30
Herb used the business’s bank account to pay the rent on his penthouse apartment (Cheque No. 64 for $1 400).
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4.
Study the error situations listed below and indicate whether they would or would not cause the trial balance to be out of balance. If you decide that the trial balance would be out of balance, state by how much.

	
	Error Situation
	Trial Balance will not be out of balance (show with a check mark).
	Trial Balance will be out 
of balance by amount 
shown below

	1.
	A payment for equipment was recorded as a debit of $395 to Equipment and a credit of $359 to Bank.
	
	$

	2.
	Cash received from a customer was recorded as a debit of $180 to Bank and a credit of $180 to Accounts Payable.
	
	$

	3.
	A credit of $300 to the Capital account was recorded twice.
	
	$

	4.
	An account balance of $140 was transferred to the wrong side of the trial balance.
	
	$

	5.
	A payment of $495 to a creditor was recorded as a debit to Accounts Payable of $495 and a credit to Bank of $49.
	
	$

	6.
	An amount of $50 was debited to Supplies, but it should have been debited to Equipment.
	
	$


b)
Balance the ledger of T.J. Chan by means of a trial balance dated March 31, 20—.

	
	Trial Balance

	Accounts
	DR
	CR

	Telephone Expense
	1 750
	

	Accounts Receivable
	415
	

	Miscellaneous Expense
	350
	

	Equipment
	3 570
	

	S.P. Waters, Capital
	
	9 942

	Bank Loan
	
	4 000

	Accounts Payable
	
	685

	S.P. Waters, Drawings
	15 000
	

	Advertising Expense
	5 690
	

	Supplies
	150
	

	Commissions Earned
	
	55 000

	Bank
	1 502
	

	Car Expense
	2 140
	

	Automobiles
	10 420
	

	Rent Expense
	12 000
	

	GST Payable
	
	150

	Utilities Expense
	850
	

	Wages Expense
	15 940
	

	
	70 077
	70 077

	
	
	

	
	
	


c)
Prepare an income statement for T.J. Chan as of March 31, 20—. (8  marks) 

	 
	 
	 

	 
	 
	 

	
	
	

	 
	 
	 

	 
	 
	 

	 
	 
	 

	 
	 
	 

	 
	 
	 

	 
	 
	 

	 
	 
	 

	 
	 
	 

	 
	 
	 

	 
	 
	 

	 
	 
	 

	 
	 
	 

	 
	 
	 



d)
Prepare the equity section of the balance sheet for T.J. Chan as of March 31, 20—
	 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


	
	
	


ANSWERS:

What type of balance do the following accounts usually have?



a)
A revenue account

Credit




b)
An expense account

Debit



c)
A Drawings account

Debit



d)
A Capital account

Credit



[image: image1.wmf]PAGE _____

P.R.

Sep.

2

Bank

20

0

0

0

–

H. Tyler, Capital

20

0

0

0

–

Opening investment

2

Equipment

5

0

0

0

–

Bank

2

0

0

0

–

A/P—Buy-Cep Wholesalers Ltd.

3

0

0

0

–

Purchased exercise equipment; 

balance due in 30 days.

8

Bank

6

0

0

–

Fees Earned

6

0

0

–

Cash sales

9

Supplies

3

6

0

–

A/P—Office Outfitters

3

6

0

–

Bought office supplies; terms net 30

25

Utilities Expense

1

7

5

–

Bank

1

7

5

–

Cheque No. 63

30

H. Tyler, Drawings

1

4

0

0

–

Bank

1

4

0

0

–

Cheque No. 64 for rent on the owner’s 
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Study the error situations listed below and indicate whether they would or would not cause the trial balance to be out of balance. If you decide that the trial balance would be out of balance, state by how much.

	
	Error Situation
	Trial Balance will not be out of balance (show with 
a check mark).
	Trial Balance will be out 
of balance by amount 
shown below

	1.
	A payment for equipment was recorded as a debit of $395 to Equipment and a credit of $359 to Bank.
	
	$36

	2.
	Cash received from a customer was recorded as a debit of $180 to Bank and a credit of $180 to Accounts Payable.
	(
	

	3.
	A credit of $300 to the Capital account was recorded twice.
	
	$300

	4.
	An account balance of $140 was transferred to the wrong side of the trial balance.
	
	$280

	5.
	A payment of $495 to a creditor was recorded as a debit to Accounts Payable of $495 and a credit to Bank of $49.
	
	$446

	6.
	An amount of $50 was debited to Supplies, but it should have been debited to Equipment.
	(
	


	a)  Prepare an Trial Balance
                                             T.J. Chan
	 
	 

	                                              Trial Balance
	 
	 

	                                               Year-Ended March 31st, 20-
	
	

	 
	 
	 

	Bank
	1,502.00
	 

	Accounts Receivable 
	415.00
	 

	Supplies
	150.00
	 

	Equipment
	3,570.00
	 

	Automobiles 
	10,420.00
	 

	Accounts Payable
	
	685.00

	GST Payable
	
	150.00

	Bank Loan
	
	4,000.00

	T.J. Chan, Capital
	 
	9,942.00

	T.J. Chan, Drawings 
	15,000.00
	

	Commissions Earned 
	
	55,000.00

	Advertising Expense 
	5,690.00
	

	Car Expense
	2,140.00
	

	Miscellaneous Expense 
	350.00
	 

	Rent Expense 
	12,000.00
	

	Telephone Expense 
	1,750.00
	 

	Utilities Expense 
	850.00
	 

	Wages Expense 
	15,940.00
	 

	 
	 69,777.00
	69,777.00


b)
Prepare an income statement for T.J. Chan as of March 31, 20—.

	                                                T.J. Chan

                                              Income Statement 

                                                Year-Ended March 31, 2011


	
	

	Revenues 
	 
	 

	Commissions Earned
	$55,000.00
	 

	Total Revenue
	
	 55,000.00

	 
	 
	 

	Operating Expenses
	 
	 

	Advertising Expense 
	$5,690.00
	 

	Car Expense
	2,140.00
	 

	Miscellaneous Expense 
	350.00
	 

	Rent Expense 
	12,000.00
	 

	Telephone Expense 
	1,750.00
	 

	Utilities Expense 
	850.00
	 

	Wages Expense 
	15,940.00
	 

	Total Expense 
	
	38,720.00

	Net Income 
	 
	$16,280.00




c)
Prepare the equity section of the balance sheet for T.J. Chan as of March 31, 20—

	T.J. Chan Beginning Capital
	 
	$9,942.00
	

	Net Income
	$16,280.00
	 
	

	Drawings
	$15,000.00
	 
	

	Increase in Equity
	 
	$1,280.00
	

	T. J. Chan, Capital March 31st, 20-
	 
	 
	$11,222.00














T/I

















T/I
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