Unit 3
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




Answer or complete the following.


1.
(a)
The name of the statement that presents the revenue, expenses, and net income (or net loss) is the 
.



(b)
The statement that presents the assets, liabilities, and owner’s equity is the 






.



(c)
An inflow of assets from customers, earned from the sale of goods or services, is






.



(d)
The costs of goods and services used by a company to bring in revenue are 
.



(e)
When revenue is greater than expenses, the difference is 
.



(f)
When expenses are greater than revenues, the difference is 
.



(g)
Underline the appropriate terms in the statements that follow:




Net income increases/decreases equity. Net loss increases/decreases equity.



(h)
The period of time covered by the financial statements is called the 
.



(i)
(1) If the revenue is $24 500 and the expenses are $18 000, the net income is 
.




(2) If the revenue is $24 500 and the expenses are $28 000, the net loss is 
.



(j)
Another term for accounting period is 
.



(k)
The twelve-month period from January 1 to December 31 is called the 
.


2.
(a)
Illustrate a transposition error with an example and explain it.



(b)
Explain how to identify a transposition error.



(c)
How are errors in accounts corrected after they have been found?


3. Name the three forms that a trial balance may take.


(1) 



(2) 



(3) 



4.
(a)
One of the first steps in locating an error is to calculate 





.



(b)
By dividing the difference by two you may be able to locate some errors, such as 





.



(c)
A difference of 1, 10, or 100 is often caused by 





.



(d)
A difference that is evenly divisible by 9 may identify 


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.
	
	$


	
	Trial Balance

	Accounts
	DR
	CR

	Telephone Expense
	1 750
	

	Accounts Receivable
	415
	

	Miscellaneous Expense
	350
	

	Equipment
	3 570
	

	T. J. Chan, Capital
	
	9 942

	Bank Loan (due in 1 year)
	
	4 000

	Accounts Payable (due in 30 days)
	
	685

	T.J.  Chan, 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
	

	HST Payable (due by end of current year)
	
	150

	Utilities Expense
	850
	

	Wages Expense
	15 940
	


a)
 Using the information above, balance the ledger of T.J. Chan by means of a trial balance dated March 31, 20—.  (**Remember** Assets = order of liquidity, Liabilities = order in which they are paid, Revenue & Expenses = alphabetical order and order of Chart of accounts for Trial Balance order)
	 
	 
	 

	 
	 
	 

	
	
	

	 
	 
	 

	 
	 
	 

	 
	 
	 

	 
	 
	 

	 
	 
	 

	 
	 
	 

	
	
	

	
	
	

	
	
	

	 
	 
	 

	
	
	

	 
	 
	 

	
	
	

	
	
	

	 
	 
	 

	
	
	

	 
	 
	 

	 
	 
	 

	 
	 
	 

	 
	 
	 


b)
Prepare an income statement for T.J. Chan for year-ended March 31, 20- 

	 
	 
	 

	 
	 
	 

	
	
	

	 
	 
	 

	 
	 
	 

	 
	 
	 

	 
	 
	 

	 
	 
	 

	 
	 
	 

	 
	 
	 

	 
	 
	 

	 
	 
	 

	 
	 
	 

	 
	 
	 

	 
	 
	 

	 
	 
	 



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

	 
	 
	 
	

	 
	 
	 
	

	 
	 
	 
	

	 
	 
	 
	


Explain the following terms.


journal: 



journalizing: 



3.
List the four steps followed in recording a journal entry.


4.
What are the advantages of using a journal?


Explain the following terms and procedures.


posting: 



opening entry: 



chart of accounts: 



trial balance: 



2.
List the six steps to be followed in posting a journal entry.


(1) 



(2) 



(3) 



(4) 



(5) 



(6) 
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