Accounting: “About Accounting” Homework

Name:_____________________
Questions:
1. What is the purpose of accounting in society.

2. Identify 3 different users of accounting information.

3. Distinguish between accounting and bookkeeping.

4. Identify 2 businesses that offer services and 2 businesses that offer products.

5. Explain how to calculate net income.

6. Describe the 3 basic forms of business organization and some of their characteristics.

7. Explain why investing (assets) and financing (liabilities & equity) totals are always equal.

8. Define the following terms in your own words:

a. Asset

b. Liability

c. Equity

d. Transaction

e. Account
f. Accounts Receivable

g. Accounts Payable

9. What 4 things affect owner’s equity?

Problems:
1. The following describe several different business organizations. Determine whether the description refers to a sole proprietorship, partnership or corporation.
a. Ownership of Cola Company is divided into 1,000 shares of stock.

b. Trimark is owned by Sarah Gates, who is personally liable for the debts of the business.

c. Jerry Staley and Susan Morris own Financial Services, a financial services provider.  Neither Staley nor Morris has personal responsibility for the debts of Financial Services.
d. Nancy Case and Frank Pruitt own Get-It-There, a courier service. Both are personally responsible for the debts of the business.

e. WSP does not have separate legal existence apart from the one person who owns it.

f. BioLife Enterprises does not pay taxes and has one owner.

g. Tampa Trade pays its own taxes and has two owners.

2. Match the term to its definition:
a.             Accounting

_____
b.             Bookkeeping

_____
c.             Account

_____
d.             Accounting Equation
_____
e.             Asset


_____
f.             Capital


_____

g.             Liability

_____
h.             Owner’s Equity
_____
i.             Proprietorship

_____
j.             Service business
_____
k.             Transaction

_____
l.             Accounts Payable
_____
m.             Accounts Receivable
_____
a. Specific amounts you owe to another party (a creditor).
b. A record summarizing all the information related to a single item within the asset, liability or equity categories of the accounting equation.

c. The account used to summarize the owner’s equity in the business.

d. Planning, recording, analyzing, interpreting, and communicating financial information.

e. Anything of value (and that will provide future benefits) that is owned.

f. A business owned by one person.

g. General accounting work involving mostly the recording of transactions.

h. Specific amounts you expect to be paid by others.

i. Assets = Liabilities + Equity

j. A business activity that changes assets, liabilities, and/or owner’s equity.

k. The amount remaining after the value of all liabilities is subtracted from the value of all assets.

l. A business that performs an activity for a fee.  

m. The total of creditor’s claims on a business’ assets.
3. Classify the following accounts as assets, liabilities, or owner’s equity:
	Items
	Asset
	Liability
	Owner’s Equity

	1. Cash
	
	
	

	2. Alice Jones, Capital
	
	
	

	3. Prepaid Insurance
	
	
	

	4. Accounts Payable
	
	
	

	5. Supplies
	
	
	

	6. Any amount owed
	
	
	

	7. Anything owned
	
	
	

	8. Equipment
	
	
	


4. Determine the amount missing from each accounting equation below:
	ASSETS =
	LIABILITIES +
	EQUITY

	A.                             ?
	                                $20,000
	  $45,000

	B.                        $100,000
	                                $34,000
	         ?

	C.                        $154,000
	                                        ?
	  $40,000


5. The following table shows the effects of several transactions on the accounting equation. For each one, give a probable explanation of what happened.
	Assets =
	Liabilities +
	Equity

	Cash
	Accounts Receivable
	Office 

Supplies
	Land
	Accounts Payable
	C. Benton, Capital

	$10,500
	
	$1,500
	$9,500
	
	$21,500

	A.            -2,000
	
	
	+2,000
	
	

	8,500
	
	1,500
	11,500
	
	21,500

	B.                        
	
	+500
	
	+500
	

	8,500
	
	2,000
	11,500
	500
	21,500

	C.
	+$950
	
	
	
	+950

	8,500
	950
	2,000
	11,500
	500
	22,450

	D.               -500
	
	
	
	-500
	

	8,000
	950
	2,000
	11,500
	0
	22,450

	E.               +950
	-950
	
	
	
	

	8,950
	0
	2,000
	11,500
	0
	22,450


A.___________________________________________________________________________________

B.___________________________________________________________________________________

C.___________________________________________________________________________________

D.___________________________________________________________________________________

E.____________________________________________________________________________________

6. Conduct a transaction analysis given the following transactions. Use the appropriate form and label the accounting equation at the top of the form. Also, note an explanation for any transaction that affects owner’s equity. Finally prove that the accounting equation remains in balance after the analysis is complete.
Dec. 
1
Curtis Hamilton transferred $65,000 cash from a personal savings account to a checking account 

in the name of Hamilton Electric.


1
Rented office space and paid $1,000 cash for the December rent.


3
Purchased electrical equipment from an electrician who was going out of business for $13,000 

by paying $4,800 cash and agreeing to pay the balance due in six months.


5
Purchased office supplies by paying $800 cash.

6
Completed electrical work and immediately collected $1,200 cash for the work.


8
Purchased $2,530 of office equipment on credit.


15
Completed electrical work on credit in the amount of $5,000.


18
Purchased $350 of office supplies on credit.


20
Paid cash for the office equipment purchased on December 8.


24
Billed a client $900 for electrical work completed; the balance is due in 30 days.


28
Received $5,000 cash for the work completed on December 15.


30
Paid the assistant’s salary of $1,400 cash for this month.


30
Paid $540 cash for this month’s utility bill.


30
Hamilton withdrew $950 cash from the business for personal use.

