Unit 2:  Balance Sheet and Transactions

Business Transactions – Notes/Questions:
1. Please finish the sentence:  Business transactions are transactions that “ tend to cause….” 
2. Give an example of a business transaction.
3. In order for a transaction to exist, what must be associated with the items involved?
4. Are the following business transactions?

a. An email is sent out to the company employees announcing a meeting?

i. YES or NO    WHY or WHY NOT?

b. The company pays one of its employees $800.

i. YES or NO    WHY or WHY NOT?
5. What is a source document?

6. Why are source documents kept on file?

7. What does the objectivity principle state?  How does it relate to source documents?

8. Write two examples of business transactions and what accounts are affected.
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STOP:  Watch the Business Transaction Tutorial explaining the effect certain transactions have on certain accounts to get a better understanding of this concept. (you must click from the OERB webpage).
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STOP: Open the Assignment (from our website) and complete the assignment using the template provided. Print when you are finished for your notes.
	
	Increase
	Decrease
	Amount

	Example:  Purchased equipment for $2 000 cash.
	Equipment
	 
	$2 000

	 
	 
	Cash
	$2 000

	 
	 
	 
	 

	a) Received $1 800 payment from customers for previous purchases on credit.
	 
	 
	 

	 
	 
	 
	 

	 
	 
	 
	 

	b) Owner invested $5 000 in the business.
	 
	 
	 

	 
	 
	 
	 

	 
	 
	 
	 

	c) Paid salaries totaling $2 000 to employees.
	 
	 
	 

	 
	 
	 
	 

	 
	 
	 
	 

	d) Purchased $15 000 automobile on credit.
	 
	 
	 

	 
	 
	 
	 

	 
	 
	 
	 

	e)  Purchased new office building; paid $200 000 cash and took out mortgage for $300 000.
	 
	 
	 

	 
	 
	 
	 

	 
	 
	 
	 

	f) Received $850 cash from sale of office supplies.
	 
	 
	 

	 
	 
	 
	 

	 
	 
	 
	 

	g) Paid $890 for repairs to building.
	 
	 
	 

	 
	 
	 
	 

	 
	 
	 
	 

	h) Paid $8 000 toward amount owing for automobile purchased previously.
	 
	 
	 

	 
	 
	 
	 

	 
	 
	 
	 

	i) Performed accounting services for $4 500 and was paid cash.
	 
	 
	 

	 
	 
	 
	 

	 
	 
	 
	 

	j) Sent a bill for $4 200 to a customer for accounting services; to be paid later.
	 
	 
	 

	 
	 
	 
	 

	 
	 
	 
	


