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ACCOUNTING SEMESTER 1

30 T & F

70 MC
Questions with pictures
5-Worksheet
6-Journals
3-Cash Payment Journal 
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CHAPTER 1
•What is the accounting equation?

Assets=Liabilities + Owner’s Equity

•What is the account used to summarize the 
owner’s equity in a business?

Capital

•What does “on account” mean? 

It is common business practice to buy items 
and pay for them at a future date.
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CHAPTER 2
What is the normal balance of an asset account?

Debit

What is the normal balance of any liability account?

Credit

What is the normal balance of an owner’s capital 
account? 

Credit

What is the normal balance of a drawing account?

Debit
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CHAPTER 2
What is the normal balance of any revenue 
account?
Credit 

What is the normal balance of any expense 
account?
Debit

What is the classification of Prepaid Insurance?
Prepaid Insurance is an ASSETS
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KNOW DEBIT & CREDIT PARTS
Received cash from owner 
as an investment.
Assets:   Cash Debit, Increase

O.E.:  Capital, Credit, Increase

Paid cash for supplies.
Assets:  Supplies Debit, Increase

Assets:  Cash, Credit, Decrease

Paid cash for insurance.
Assets:  Prepaid Insurance, 
Increase

Assets:  Cash, Credit, Decrease

Received cash from sales.
Assets:  Cash, Debit, Increase

Owner’s Equity:  Sales Credit, 
Increase

Paid cash for rent.
Assets: Cash, Credit, Decrease

Owner’s Equity:  Rent Expense, Debit, 
Increase

Paid cash to owner for 
personal use. 
Assets:  Cash, Credit, Decrease

Owner’s Equity:  Drawing, Debit, 
Increase
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KNOW DEBIT & CREDIT PARTS
Bought supplies on 
account. 
Assets:  Supplies, Debit, 
Increase

Liabilities: Accts. Pay Credit, 
Increase

Paid cash on account. 
Assets: Cash, Credit, 
Decrease

Liabilities:  Accts. Pay Debit, 
Decrease

Sold services on 
account.
Assets:  Accts. Rec., Debit, 
Increase

Owner’s Equity:  Sales, 
Credit, Increase

Received cash on 
account.
Assets:  Cash, Debit, Increase

Assets:  Accts. Rec, Credit, 
Decrease
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CHAPTER 3
What happens at the end of the month even if a 
journal page is not filled? 
You ALWAYS prove and rule the journal, even if the 
last page for the month is not full. 

What is “proving cash?”
Determining that the amount of cash agrees with the 
accounting records. It can be proven at any time to 
verify the accuracy of the cash records.  Most 
businesses prove the cash at the end of the month.  
There are 2 steps to prove cash. 
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CHAPTER 4
What is posting? 
Transferring information from a journal entry to a 
ledger account

What is the first step in the posting 
procedure? 
Write the date in the Date column of the account

What is the last step in the posting 
procedure?
Return to the journal and write the account 
number (100) in the Post. Ref. column of the 
journal. 
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CHAPTER 4
1. What is the purpose of the numbers in the Post. Ref. columns of 

the general ledger account and the journal? 
An entry in an account can be traced to its source in a journal
An entry in a journal can be traced to where it was posted in an 
account.
If posting is interrupted, the accounting personnel can easily see 
which entries in the journal still need to be posted. 

2. What is the book definition of a general ledger?
 A ledger that contains all accounts needed to prepare financial 

statements. 

3. What is used to indicate that column totals are not to be 
posted? 

Check marks indicate that general amount column totals ARE 
NOT posted 10



CHAPTER 5
oWhat is the book definition of a check? 

A business form ordering a bank to pay cash from a bank account

oWhat is a blank endorsement? 

An endorsement consisting only of the endorser’s signature.

oWhat is a special endorsement? 

An endorsement indicating a new owner of a check. Aka as 
endorsements in full

oWhat is a restrictive endorsement? 

An endorsement restricting further transfer of a check’s ownership.  It 
limits use of the check to whatever purpose is stated on the 
endorsement. 11



CHAPTER 5

What is the entry to establish a petty cash 
fund? 
Date

Petty Cash

General Debit

Doc. No: Source Document-Check #

Cash, Credit
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CHAPTER 5--KNOW HOW TO RECONCILE A BANK STATEMENT. 
1.Write the date on which the reconciliation is prepared

2. In the left amount column, list the balance forward on 
Check Stub #, the next unused check stub

3. In the space for bank charges, list any charges. 

4.Write the adjusted check stub balance in the space 
provided at bottom left amount column.  The balance on 
the check stub minus the bank’s service charge equals the 
adjusted check stub balance.

5.Write the ending balance shown on the bank statement 
in the right amount column

13



KNOW HOW TO RECONCILE A BANK STATEMENT. CONT…
6. Write the date and the amount of any outstanding deposits in 

space provided.  Add the outstanding deposits.  Write the total 
outstanding deposits in the right amount column.

7. Add the ending bank statement balance to the total 
outstanding deposits. Write the total in the space for the 
subtotal.

8. List the outstanding checks and their amounts.  Add the amounts 
of the outstanding checks and write the total

9. Calculate the adjusted bank balance and write the amount at 
the bottom of the right amount column. The subtotal minus the 
total outstanding checks equals the adjusted bank balance

10.Compare the adjusted balances.  They must be the same.  The 
adjusted check stub balance must also be the same on the 
adjusted bank balance.
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CH. 6-

What is the book 
definition of a work 
sheet? (p. 153)

A columnar accounting 
form used to 
summarize the general 
ledger information 
needed to prepare 
financial statements

Which accounts are listed 
on a trial balance? (p. 
154)
Cash
Petty cash
Accts. Rec
Supplies
Prepaid Insurance
Accts. Pay
Capital
Drawing
Income Summary
Sales
Expenses (in alpha order)15



CH. 6
What is the book definition of an adjustment? (p. 157)

Changes recorded on a work sheet to update general ledger account at 
the end of a fiscal period

Know which accounts are extended to the Income Statement and which 
are extended to the Balance Sheet. (p. 162 and 163)

Balance sheet columns

Cash, petty cash, Accts. Rec., Supplies, Prepaid InsuranceDEBIT

Accts. Pay, CapitalCREDIT

Income Statement columns

SalesCredit

ExpensesDebit
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CH. 6
What is the book definition of net income? (p. 164)

The difference between total revenue & total expenses 
when total revenue is greater. (POSITIVE)

What is the book definition of net loss? (p. 165)

The difference between total revenue & total expense 
when total expenses are greater. (NEGATIVE)

Where are adjustments analyzed and planned? (p. 157)

They are analyzed and planned at the end of the fiscal 
period on the worksheet. 
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CH. 6
What is the journal entry to adjust Supplies? (p. 158)
Supplies

Trial Balance, Debit

Adjustments, (a), Credit

Supplies Expense

Adjustments, (a), Debit

What is the journal entry to adjust Prepaid Insurance? (p. 159)
Prepaid Insurance

Trial Balance, Debit

Adjustments, (b), Credit

Insurance Expense

Adjustments, (b), Debit
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CH. 7

What are the four sections of an Income Statement? 
(p. 182)
Heading

Revenue

Expenses

Net Income and/or Net Loss

How is the date written in the heading of an Income 
Statement? (p. 182)

Centered, “For Month Ended “Month” “Day” 
“Year”
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CH. 7
What is a component percentage? (p. 184)

The percentage relationship between one financial statement item and 
the total that includes that item.

What is the formula for calculating the total expenses component 
percentage? (p. 184)

Total Expenses / Total Sales = Total Expenses Component Percentage

$1,466.00/$3,565.00=41.1%

What is the formula for calculating the net income component 
percentage? (p. 184)

Net Income / Total Sales = Net Income Component Percentage

$2,099.00/$3,565.00=58.9%
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CH. 8
What is a permanent account?  What is a temporary account?  Which of 
these accounts begin a new fiscal period with zero balances? (p. 206)

Permanent Account aka real accounts

Accounts used to accumulate information from one fiscal period to the 
next

Includes assets, liability accounts, & owner’s equity

Temporary account aka nominal accounts

Accounts used to accumulate information until it is transferred to the 
owner’s capital account

Includes: revenue, expenses, and owner’s drawing accounts, plus the 
income summary

Begin a new fiscal period with zero balances
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CH. 8

What is the normal balance of the Income Summary account? 
(p. 207)

It DOES NOT have a NORMAL BALANCE

Is Income Summary a permanent or temporary account? (p. 
207)

Temporary Account, it is closed at the end of a fiscal period 
when the net income or net loss is recorded. 

What is the purpose of closing entries?  Which accounts are 
closed? (p. 206)

Journal entries used to prepare temporary accounts for a 
new fiscal period.  Expenses, sales, & income summary
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CH. 8
Which accounts are included 
in the post-closing trial 
balance? (p. 216)
Cash, petty cash, accts rec. supplies, 
prepaid insuranceDebit

Accts pay, capitalcredit

What is the journal entry to 
close Sales? (p. 208)
Closing entries

Date

Sales

General Debit

 Income summary

General Credit

What is the journal entry to close 
the expense accounts? (p. 209)
Date

 Income summary

General Debit (total of all expenses)

Expenses in alpha order

What is the journal entry to close 
the drawing account? (p. 211)
Date

Capital

General Debit

Drawing

General Credit
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CH. 9

What is the book definition of a special journal? (p. 235)

A journal used to record only one kind of transaction

What is markup? (p. 236)

The amount added to the cost of merchandise to 
establish the selling price.

How is the Purchases account classified? (p. 236)

expense account  /  asset account  /  liability account  /  
cost account
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CH. 9

What is the purchases journal used for? (p. 237)

A special journal used to record only purchases of 
merchandise on account. 

What is the entry to journalize a purchase of merchandise on 
account? (p. 239)
Date

Vendor name

Purch no. (no P is needed for entry)

Purchases DR./Accts Pay CR

Total all at the end
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CH. 9
What is the cash payments journal used for? (p. 242)

A special journal used to record only cash 
payment transactions. Anything with a check # 

What is the entry to buy supplies for cash? (p. 243)
Date

Supplies-office

Ck.no

General debit

Cash credit
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CH. 9
What is the entry to journalize payment to replenish a petty cash fund? 
(p. 249)
Date
All petty cash payments titles
Ck. No.
General debit of first entry price
Cash credit total all of petty cash entries
2nd and all other entries titles
General debit entries (all)

What is a cash discount and why does a vendor allow for this? (p. 242)

A deduction that a vendor allows on the invoice amount to 
encourage prompt payment.

What is the normal balance of Purchases Returns and Allowances? (p. 
257)

Purchases Returns and Allowance Credit 27



CH. 9

Buying supplies on account is recorded in the 
_______________ journal. (p. 254)

General

A customer who uses a credit card promises to pay the 
amount due for the credit card transaction to the 
_______________ issuing the credit card. (p. 276)

Bank
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CH. 10
What is the normal balance of Sales Tax Payable? (p. 270)

Normal Credit balance

An increase to Sales Tax Payable is a _______________ and a 
decrease is a _______________. (p. 270)

Credit, Debit

Sales tax rates are usually stated as a _______________ of 
sales. (p. 270)

Percentage of sales

How is Sales Tax Payable classified? (p. 270)

Business liability
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CH. 10
What is the book definition of a cash sale? (p. 276)

A sale in which cash is received for the total amount of the sale at the time 
of the transaction.

What is the journal entry for a cash and credit card sales transaction? (p. 279)

Cash Receipts Journal

Date

Checkmark

Doc. No =TS#

Post. Ref.=checkmark

Sales Credit

Sales Tax Payable Credit

Cash Credit
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CH. 10
What is the journal entry when merchandise is sold on account 
and sales tax is also collected? (p. 273)
Date

Customer name

Sale invoice no.

Accts. Rec. debit

Sales credit

Sales tax payable credit

The total amount due from all charge customers is summarized in 
a general ledger account titled _______________ 
_______________. (p. 271)

Accounts Receivable 31



CH. 10
What is the journal entry for a cash receipt on account?(p. 280)
Date

Customer’s name

Doc. No-Receipt#

Accts Rec. credit

Cash Debit

What is the sales journal used for? (p. 272)

A special journal used to record only sales of merchandise on 
account

What is the cash receipts journal used for? (p.278)

A special journal used to record only cash receipt transactions
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CH. 10

What is a point-of-sale terminal? (p. 276)

A computer used to collect, store, and report all the 
information of a sales transaction

What is the book definition of a sales return? 
(p. 285)

Credit allowed a customer for the sales price of 
returned merchandise, resulting in a decrease in 
the vendor’s accounts receivable
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