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F>JB#¥r (Study Objectives)

1.

AT NS G R FEAR 21 AR FEM (Analyze the effect of business transactions

on the basic accounting equation.)

FERENR P A4 DL B AT A e sk id #8 (Explain what an account is and how it

helps in the recording process.)

ESAE T 5507, MR eI M A Tie R a5 5 (Define debits and credits

and explain how they are used to record business transactions.)
HANCFIIFEF I AP (Identify the basic steps in the recording process.)

fir e H K A2 A4 BL A B a5 Bid sk i3 72 (Explain what a journal is and how it

helps in the recording process.)

fiRRE S RIK A4 DL et H5 Bid skl #2 (Explain what a ledger is and how

it helps in the recording process.)

fifR B I K A A4 DA S B W 5 Bt kit 72 (Explain what posting is and how it

helps in the recording process.)
R R ZR Y H 1Y (Explain the purposes of a trial balance.)

B ah RN E . WA BES) (Classify cash activities as operating,

investing, or financing.)
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1 £33 5 (Accounting Transactions)

2% (Transactions) »& i EI0RAEM L P AT HI.
SIHEE RS (Accounting Information System) ZULEE. LIBFNEZIEI 515
B RFHE I RSG

32 5 AT
BIRE: LA LR T R AE 2 T o 2

E AT FRFRAE B3R/ MEE
g S FEL I T 75 AL 2w [ 55 IR0 2 03K
ST AL T T AR O ] R 55 IR0 2 03K
AR Rt RESRARRTSRE? Al

KA
o RABERAFRMERG R AAEIRARN G KHBU & El %
o S5 ATREAE MR B A S
o FHAERTEESNEMEL S

R it XA NEFM (dual effect)

£)

1.1 X 54574 (Transaction Analysis)

X554 (Transaction Analysis) &4 55 H TN 2 145 B AR 1 #2

1.1.1 EAEXLitEN (Basic Accounting Equation)

BE” (Assets) = ffii (Liabilities) + B AR HL A (Stockholders” Equity)

1.1.2 ¥ RB2iEFX (Expanded Accounting Equation)

=

;7= e+ i+ A — R - dRN — 3
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Assets = Liabilities + Stockholders' Equity
Commeon Stock + Retained Earnings
Revenues —  Expenses —  Dividends

1.2 Sierra 2NEIX 5 77~ (Illustration of Transaction Analysis

- Sierra Corporation)

1.2.1 X5 1: HEBHRAZEK (Investment by Owners)

X5 1: 10 A 1 H, #H#EEHZAIE $10000, HEZ B

G
o W (asset) (M4 (cash) #4m $10,000
o WZRMLES (stockholders’ equity) (FiEM) (common stock) 30 $10,000

fi (debit): 4 10,000

211459 % (Journal Entry): i
= ( ) 5 (credit): HiEME 10,000

SHEFER M :
InH B kR BRENEGE
4 +10,000
38 A +10,000

2it 410,000 0 410,000

1.2.2 X5 2: MNRITEFK (Borrowing from Bank)

3% 2: 10 A 1 H, M Castle $RITER $5000, £% 3 MR, 12% HIR{T

S

o HErE (I i $5,000
o ffit (liabilities) (RifFZEHE) (note payable) #11 $5,000

. W4 5,000

£it9%F (Journal Entry): i
= ( ) b BATEEAE 5,000
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S ER M

=S| BT R BRENE
4 45,000

VAR +5,000

B +5,000 45,000 0

1.2.3 X5 3: MEHANEE (Purchase of Office Equipment)

5 3: 10 B 2 H, X{t $5000 M EMEHNIEEF
S

o B () W $5,000
o FH—IHT (JPAWE) (office equipment) 3 h1 $5,000

. H: AW 9,000
21t F (Journal Entry): f: BARE

% W& 5,000
S EREN :
InE 7B R BRENGE
IMAE 45,000
4 -5,000
2t 0 0 0
AR WX G Hmg =N mE, BAAAE,

1.2.4 X5 4: WRAIEZFPF{TE (Receipt of Cash Advance from Customer)

%5 4: 10 A 2 H, N\EF R. Knox 1{Z] $1200 I &Faft

o BUY (S H $1,200
o Ffit (FUUZAD (unearned service revenue) 3/l $1,200

f&: 4 1,200

21455 (I 1 Entry):
#+4% (Journal Entry) 5. Tl 1,200
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SITEFEREN
=S| BT R BRENE
4 +1,200
LA ON +1,200
21t 41,200 +1,200 0

1.2.5 X5 5: EHEIRFZWA (Service Revenue Earned)

X% 5: 10 B 3 H, M Copa AFUEI $10000 LT ERZUEN

KT
« B () N $10,000
o A (BAFUNZS (retained earnings): JRSSWA)D Bk $10,000

. N& 10,000

=5 < (J 1 Ent :
1145 (Journal Entry) 5, RAHO. 10000

S EREN :
InH i ik BRENEGE
4 +10,000
AR 55U\ +10,000
=it +10,000 0 410,000

1.2.6 %5 6: ZFHAEFME (Payment of Office Rent)

X5 6: 10 B 3 H, %+ $900 M&{ER 10 BALNEHRE

G
o B (e > $900
o BAMGE (RS A B $900

f&: MEH 900

£it9%E (Journal Entry): i
= ( ) 0 B4 900

S EREN
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e B kR BRENGE
4 -900

42 -900
B2t -900 O -900

1.2.7 X5 7: LR (Purchase of Insurance)

X% 7: 10 A 4 H, 3ft $600 WX—FHARME, REEMNHXITE, ZIBASF 9
A 30 HEHA

o W (W& W $600
o TP (WATERREFE) (prepaid insurance) i1 $600

He L A
211459 % (Journal Entry): fi: TLTEREZE 600

T & 600
S ERE
mA 7B kR BRENGE
TR 2% 4600
W4 -600
=23t 0 0 0

SR RV NI, BAUNE. BRI IR T, A R
TRRAIRIIRS

1.2.8 %5 8: IR &E##El (Purchase of Advertising Materials on Account)

X% 8: 10 A 5 H, M Aero Supply &M $2500 | &H#H#Hl

o TP (JTEHEMAED (supply) 0 $2,500
o it (NATIKFEK) (account payable) ¥ A1 $2,500

fit: JTEMEL 2,500

£it9%F (Journal Entry): .
2 ( D' e mAtE 2,500
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SIEFEREN
=S| BT R BRENE
JTEME 42,500
JAsH I K +2,500
B 42,500 42,500 0

AR WMIWEWEAFSGIRGEEM, DUSEATER, P2 RAT KR

1.2.9 X5 9: EA#HRL (Hiring of New Employees)

X5 9: BERFIET

vaXiiE
o JEFVET R A G A ATt
o AMSERRRHAR ST IFREG MG, A3k TR A

FIBT: R BT

B T 0 S RO AT RO SR (T RSB, AL
T

itEREm:

e % A BRENE

T 0 0 0
it 0 0 0

1.2.10 %5 10: X {FBEF (Payment of Dividend)

X% 10: 10 B 20 H, X+ $500 B&F

L
o BT (A B> $500
o BHMEE (BAD (dividends) Jk/> $500

fit: R 500

£it9%F (Journal Entry): i
= ( ) BE: Baz 500
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K EFRFM:

mE #~ fAfk RENE

M4 -500
ikl -500
23 -500 O -500

Ko

R BARFESE, AWM. EEEED> AN, R RRK P

1.2.11 %5 11: ¥FI#% (Payment of Salaries)

X5 11: 10 A 26 H, ZFRIAAILE $4000

PHr:
o B (B4 Wb $4,000

o EMNZ (AW THEHRAD W $4,000

fi: L% 4,000
2145 (Journal Entry): ) X ’
= ( ) % W 4,000
SIFEAFM:

mA 7B R BRENE
4 -4,000

T#H -4,000
23t -4,000 0 -4,000

7|

AR XMW S, B G CRAR R A aR) -

10
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1.3 X 5LE%* (Summary of Transactions)
25 m& HiEE Ak BENE
1 |EBFBAEAR +10,000 410,000
2. AT +5,000 +5,000
3. WL A B -5,000 +5,000
4. WEIR P AL 41,200 +1,200
5. TR U +10,000 +10,000
6. SCATHLA: -900 -900
7. W SELRES -600 +600
8. MR A ik +2,500 42,500
9. AT Tk T R T
10. AR -500 -500
11. AT T -4,000 -4,000
=it 415,200 48,100 48,700 414,600
#* 1: Sierra A#] 10 HWAZ ZILE (BAL: EI0)
Assets = Liabilities + Stockholders’ Equity
Prepd.  Office Unearned Common Retained Earnings
Cash + Supp. + Insur. + Equip. = N/P + A/P + Serv.Rev. + Stock + Rev. — Exp. - Diwv
1.+10,000 +10,000
2. +5,000 +5,000
3. -5,000 +5,000
4. +1,200 +1,200
5.+10,000 +10,000
6. -900 -900
7. -600 +600
8. +2,500 +2,500
10. -500 -500
11.-4,000 -4,000
$15,200 + $2,500+ $600+ $5,000= $5,000+ $2,500 + £1,200 + $£10,000 + §£10,000 — $4,900 — $500
$23,300 $23,300

11
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2 WP5@E5HIEMKE (The Account and Debit/Credit
System)

2.1 KPHENXSFA (Definition and Form of an Account)
M (Account) s21cKRFE T =, Ffit. Mad. WRONEE I E B b i T A

Account Name
Debit / Dr. Credit/ Cr.

B 1T RK P ORE (5L, TEEA)

2.2 ERXIEMKFRS (Double-Entry Accounting System)

SR k[EE
¥ JE

o FEEEAT Ty WO ZRE M A B 22 K
° %ﬁ:ﬁ%ﬁ%‘?ﬁ%?ﬁﬁ%ﬁgﬁ
o THENRFFFE: B = it + RORG

— S f&: &% 5,000
Tl RSB $5.000 0

7 B4 5,000
E: 575 $5,000 = 5577 $5,000

2.3 BAREISHEAARE (Debit Balance vs. Credit Balance)

RS 7 SR T 5307 W, KPR S 7 R A (debit balance).
AR GE T SR TS 7 BV, KR 555 RN (credit balance).

12
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Account Name Account Name
Debit / Dr. Credit/Cr. Debit / Dr. Credit/Cr.
$10,000 $3,000 $10,000 $3,000
8,000 8,000
$15,000 $1,000

2: debit balance
2.4 BEFEMOGBERERF (Dr./Cr.
Liabilities)
#= (Assets):
o U7 RGBS
o WIS T, I BETT
o IEHRBHERTT
faf® (Liabilities):
o BYU7 RERAE TS
o WINCHYTT, WAAAETT

o IEHARBUELTTS

IEE &% (Normal Balance): K/ 3 h0g98—ml.

K| 3: credit balance

Procedures for Assets and

Assets
Debit / Dr. Credit/ Cr.

t | 3§

Normal Balance

cccccc

cccccc

Liabilities

Debit / Dr.

Credit/ Cr.

\ AN )

Normal Balance

13
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2.5 BREWNZEHIESRIZF (Dr./Cr. Procedures for Stockholders’
Equity)

o FIBA&EHHE (Owner’s Investments) 1 I (Revenues) I A & (5877)

o Bg#| (Dividends) #1 22 (Expenses) /DR AN (77

RFERERREL:

= SRR RN ERRIRNE | BT[]
BT #1 4 il
ON 3 n il
J kb 57
7 H kb =i
Stockholders’ Equity ® Owner's investments and
e revenues increase stockholder's
: 8 4 equity (credit).
Normal Batance ® Dividends and expenses decrease
stockholder's equity (debit).
A
il N
Common Stock Retained Earnings Dividends
Debit / Dr. Credit/Cr. Debit/Dr. Credit/Cr. Debit/Dr. Credit/Cr.
y | ¢ y | ¢ +t | 3
Norrl Batance Norrl Batance Normal Baance

14



Financial Accounting, Fifth Edition Chapter 3

Balance Sheet

Assels
Liabilities
Stockholder’s equity
Common stock  —= Investments by stockholders
I Retained eamings - Net income retained in the business

Income Statement

Revenues
Less: Expenses
Net income or net loss

Retained Earnings Statement

Begining retained earnings

Add: Net income -
Less: Dividends
L Ending retained earnings

B 4 AR R R B

2.6 WAFZEHAELIFEF (Dr./Cr. Procedures for Revenue and
Expense)

X (Revenues):
o MR B (R AR 2

o WO ARSI B A5 5 RS IR AR B A
o OIS, iR

o B AW

#H (Expenses):

o SR A AL

o SRR, WY

o B ARBEA)

RLARE Y

o BEIMIEEES BRI AR

. BAMMITES (AR

15
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Revenue
Debit / Dr. Credit/ Cr.

\ A |

Normal Balance

Expense

Debit / Dr. Credit/ Cr.

L]

¥

Normal Balance

2.7 BHRFHNELEER (Summary of Debit/Credit Rules)

T 2R B | R | ERRE W 54 7=
#EE (Assets) W7 | BET {577 BE AR
faf& (Liabilities) BT | METT | BRI AT e
7Rz (Equity) BY7 | DT LVl AR
Ei®AR (Common Stock) V5| T | B R
B7EWEE (Retained Earnings) | %857 | {657 il B ARR
A (Revenues) BT | DT vl RS
#FH (Expenses) Wi &7 A
B %l (Dividends) 7| BETT )i AR AL BN R

e AR RSB ISEES

2.8 EHHMIZIZOR (Debit/Credit Mnemonic)

B ANRIZ %
ADEx 5 LCRE #0:

— Assets (#r7)
— Dividends (A

— Expenses (3%H)

— Liabilities (/%)

« ADEx lK/": HfMicf& 7 (Debit)

« LCRE ik HImics%75 (Credit)

— Capital/Common Stock (A /8 %)

16
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Balance Sheet Income Statement

Asset = Liability + Equity Revenue - Expense =

SR EER
R ER

5: summary sheet

— Retained Earnings (7Y a)
— Revenue (JZA)

AR EAABGEANFRE I AN 2, I Inie 5577 .

2.9 fE5FNE4 (Summary of Debit/Credit Rules)

SHEFRFASTRER

=TT asic Accounting Equation):
EARIER (Basic Accounting Equati
BEr” (Assets) = fifii (Liabilities) + IRz (Stockholders’ Equity)
=IT=FT xpande ccounting Equation):
TR2TEX (B ded A ing Equati
B = ffit 4+ EE s + BAAas — A+ IR\ — TR
Rl R

« BEZG )G, FRLARET T

o BEAMETT AU N — AT

17
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Basic o .
. Assets = Liabilities + Stockholders’ Equity
Equation A
- N\
Expgnded Assets = Liabilities + C%’;TI? n E::E:ii:eg: _ Dividends 4+ Revenues _ Expenses
BaSIC_ Dr.| Cr. Dr. | Cr. Dr. | Cr. Dr. | Cr. or || Cr Dr. | Cr. Dr. | Cr.
Equation + | - — + - e _ - + _ _ - ¥ _

B 6. ~itsF B

practice

1. &5

(A) [RIIHG N BE 7 A0 £ £
(B) [RIHS 92> B 7= A 47 5t
(C) 3G = FHpkb 71 £t
(D) ¥ B 7= 38 Jn 47 £t
2. BEBBARTNKIZ:
AN

P AR 2

At

FAUREN
(B) %™,
B SAGTRRR
g BRI A2
(A) fETRE
(B) B¥ A RHN

(C) IEHRH

(D) ER%

ER: 1. (D) DB IR b it

3. MRRHBE2HATEREH, KAKS

2. (D) 877, AR 3. (B) 57 RH

18
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3 ICRIIIZHX T (Steps in the Recording Process)
3.1 BREEN=AEERLE

$1& 1: 53X 5 (Analyze Each Transaction)

o fEAENLELE &R, SR IKRBUER ) 1A S EdE

o BfE SERM RN R 0

I8 2: EiZHICMK (Enter Transaction in a Journal)

£ HigKk i %22 %

S 3: TKEDEM (Transfer Journal Information to Ledger Accounts)

e HACIKAS B HeR% 21073 KK

AE: BAREIE (business document) $HEAC 5 HEYE, A&idskid PR &AL .

3.2 HiElk (The Journal)
3.2.1 HIEKHMERAS4F= (Purpose and Characteristics of Journal)

Hidlk: Ji4677 5% (Book of Original Entry)
e

1ZBTE)IRFi835%32 5 (Transactions recorded in chronological order)

JWRX G BEEFZNY (Discloses the complete effects of a transaction)

RIEZ G HIRTFIER (Provides a chronological record of transactions)

FBFGIES A I $51R (Helps to prevent or locate errors)

HiC A DTHR -
o (BT HCEBAE T NGB A, TR I R
o RMLTERRAC S IR
o SEILRIREHH P
3.2.2 #miHl4r3® (Journalizing)

EX: #wH53% (Journalizing) 727 HidlkH i AAL 2 Fdl it 12 .

19
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Sierra 283 5 =15l

e 10 A 1 H: Sierra KATIEM, #H $10,000 W4

e 10 A 1 H: Sierra £ Z4E {3 $5,000
« 10 H 2 H: Sierra LA $5,000 ML Fp A%
B3R NIXEERT ) g ok

Oct. 1 Sierra issued common stock in exchange for
$10,000 cash.

Assets = Liabilities + Stockholders’ Equity
Common
Cash = Stock
+$10,000 +$10,000 Issued stock

General Journal ( HEL5H )
Date Account Title Ref. Debit Credit

Oct. 1| Cash 10,000
Common stock 10,000

Oct. 1 Sierra borrowed $5,000 by signing a hote.

Assets = Liabilities + Stockholders’ Equity
Notes
Cash = Payable
+$5,000 +$5,000

General Journal
Date Account Title Ref. Debit Credit

Oct. 1| Cash 5,000
Notes payable 5,000

Oct. 2 Sierra purchased office equipment for $5,000.

Assets = Liabilities + Stockholders’ Equity

Office
Cash Equipment
—$5,000 +$5,000

General Journal
Date Account Title Ref. Debit Credit

Oct. 2 | Office equipment 5,000
Cash 5,000
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3.3 XM (The Ledger)

EM (Ledger) W& AR KA K 8 BES .

1ER
o JLEEENIK TR 224
o RTRERNIKT IR AT AR

o il 55 1 R AR PR

Individual
Asset
Accounts

Individual
Liability
Accounts

Individual
Stockholders’ Equity
Accounts

Equipment Interest Payable
Salaries Payable
Accounts Payable

Notes Payable

Salaries Expense

Retained Earnings

Dividends

K 7

3.4 =R B (Chart of Accounts)

SY NN

KRB (Chart of Accounts) SEIK ™ % HAEN 5513 HH BRI RS 41

Ko
RV -

1. %= (Assets)
2. fifit (Liabilities)
3. BARMEE (Stockholders’ Equity)
4. W\ (Revenues)
5. %M (Expenses)
BEEM.
o FRALAEE K 7R &
o BAORIK A A A — 2otk
o fETgREI 55 IREE

21
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Illustration 3-20 Chart
of accounts for Sierra
Corporation

SIERRA CORPORATION—CHART OF ACCOUNTS

Stockholders’

Assets Liabilities Equity Revenues Expenses
Cash Notes Payable Common Stock Service Revenue Salaries Expense
Accounts Receivable Accounts Payable Retained Earnings Supplies Expense
Advertising Supplies Interest Payable Dividends Rent Expense
Prepaid Insurance Unearned Income Summary Insurance Expense
Office Equipment Service Revenue Interest Expense
Accumulated Depreciation— Salaries Payable Depreciation Expense

Office Equipment

K 8 il AH R EE

3.5 13K (Posting)
3.5.1 @MKiZ%E (The Posting Process)

WM (Posting) &Rt A HACTKELF2 270 FMKIK 7 1) 7 -

General Journal J1
Date Account Title Ref. | Debit | Credit
Oct. 1| Cash 101 | 10,000
Common stock | 10,000
General Ledger
Cash Acct. No. 101
Date Explanation Ref. Debit Credit Balance
Oct. 1 | Owner investment J1 10,000 10,000

&1 9: KRR

FIR:
L A HACIK 7 3 SR E B
2. AEi I R T BAH R
3. FEAE T BT AL SR A

4. FHIK AR

22
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5. fE HICK Fid gl Ik 2%
[BIRE: STk, BN ERIA 2 IR ?
(A) B HE R AR 7>~
(B) s 7 FRIKAT 7 Kt e 7% 1) H A ik
(C) KRR+ )R] 5 IR
(D) i

ER: (D) MR H ALK 3512 217 RIK K -
ERE

MR H ALK 70 3 3 78 21 70 KKK

=

I A A AE Gl o 3 2 A
I A EE), T A A R Y

& & &

MR HACIKAS AR B 70 280K, A2 AH

4 ExRH*EER (The Recording Process Illustrated)

IR HMN =%
FE 1 HES KRR

o WHIZRIM S CEPEL U B O SRAD
PR 2: HEDBEMIOR D5
o DT G RN K B
F8 3: BEmARLCEE AR AN
o NHAMESTRNNE AL 5
AR RS WBEMFE M =51
SIHTEE 5
2. Yl oz

LI F 73 FEIK

23
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Event | On October |, stockholders invest $10,000 cash in an Event 2 On October |, Sierra borrows cash of $5,000 by signing
advertising venture to be known as Sierra Corporation. a 3-month, 12%, $5,000 note payable.
Basic The asset Cash is increased $10,000, and stockholders’ equity Basic The asset Cash is increased $5,000, and the liability Notes
Analysis (specifically Common Stock) is increased $10,000. Analysis Payable is increased $5,000.
Assets = Liabilities + Stockholders’ Equity Assets = Liabilities + Stockholders’ Equity
Equation Common Equation Notes
Analysis Cash Stock Analysis _Cash = Payable
(n +$10,000 +$10,000 Issued stock (2) +$5,000 +$5,000
Debit — Credit Debits increase assets: debit Cash $10,000. Debit — Credit Debits increase assets: debit Cash $5,000.
Analysis Credits increase stackholders’ equity: credit Common Stock §10,000. Analysis Credits increase liabilities: credit Notes Payable $5,000.
Journal Oct. 1| Cash 10,000 ournal Oct. 1 | Cash 5,000
Entry Common Stock 10,000 IErllry Totes Payable 5,000
(Issued stock for cash) (Issued 3-month, 12% note
payable for cash)
Cash Common Stock Cash Notes Payable
T Oct. 1 10,000 Oct. 1 10,000 Posting Oct. 1 10,000 Oct. 1 5,000
1 8,000
Event 4 On Octaber 2, Sierra received a $1,200 cash advance from
R. Knox, a client, for advertising services that are expected
Event 3 On October 2, Sierra used $5,000 cash to purchase office to be completed in the future.
equipment.
The asset Cash is increased $1,200; the liability Unearned
Basic Service Revenue is increased $1,200 because the service has
Basic The asset Office Equipment is increased $5,000; the asset Cash Analysis not been provided yet. That is, when an advance payment is
Analysis is decreased 55.00%. received, an unearned revenue (a liability) should be recorded
in order to recognize the obligation that exists.
Stockholders’
. Assets = Liabilities + Equity Assets = Liabilities + Stockholders’' Equity
Equation Office i
Analysi . i Equation Uncarned
alysis Cash  + Egquipment Analysis Cash = Serv.Rev.
(3)  -$5,000 +$5,000 (4) +$1,200 +$1,200
Debit - Credit Debits increase assets: debit Office Equipment $5,000. Debit — Credit Debits increase assets: debit Cash $1,200.
Analysis Credits decrease assets: credit Cash $5,000. Analysis credit Unearned Revenue $1,200.
Journal Oct. 2 |Office Equipment 5,000 Journal Oct. 2 | Cash 1,200
Cash 5,000 Unearned Service Revenue 1,200
(Purchased office equipment (Received advance from
for cash) R. Knox for future service)
. Cash Office Equipment Cash Unearned Service Revenue
"
osting Oct. { 1%%?}% Qet. 2 5,000 Oct. 2 5,000 Posting QOct. 1 lg,ggg Oct. 2 5,000 Oct. 2 1,200
2 1,200
Event 5 On October 3, Sierra received $10,000 in cash from Event 6 On October 3, Sierra paid office rent for October in cash, $900.
Copa Company for advertising services provided in October.
Basic The asset Cash is increased $10,000; the revenue Service Basic o e.xpensle Rer:ltl blferr $9g_0:]e:ause 28 rla?'ment
i - A—— $|0 000 A“ﬂl‘fsis pertains only to the current month; the asset Cash is
— Lttt decreased $900.
Assets = Liabilities + Stockholders' Equity Assets = Liabilities + Stockholders’ Equ
Equation Equation
Analysis Cash = Revenues Analysis Cash = Expenses
() +$10,000 +§10,000 Service Revenue ) ~$900 ~$900 Rent Expense
Debit — Credit Debits increase assets: debit Cash $10,000. Debit — Credit Debits increase expenses: debit Rent Expense $900.
Analysis Credits increase revenues: credit Service Revenue $10,000. Analysis Credits decrease assets: credit Cash $900.
Journal Oct. 3 |Cash 10,000 Journal Oct. 3 |Rent Expense 900
Entry Service Revenue . 10,000 Entry as 900
(Received cash for services (Paid cash for October office
provided) rent)
Cash Service Revenue Cash Rent Expense
_ Oct. 1 10,000|0ct. 2 5,000 Oct. 3 10,000 Oct. 1 10,000 |Oct. & 5,000 Oct. 3 800
Posting ] Posting 1 5,000 3 900
2 1,200 2 1,200
3 10,000 3 10,000
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Event 7 On October 4, Sierra paid $600 for a |-year insurance
policy that will expire next year on September 30.

The asset Cash is decreased $600. Payments of expenses that
will benefit more than one accounting period are identified as
Basic prepaid expenses or prepayments. When a payment is made,
Analysis an asset account is debited in order to show the service or
benefic that will be received in the future. Therefore the
asset Prepaid Insurance is increased $600.

Stockholders”

Assets = Liabilities + Equity
Equation Prepaid
Analysis Cash  + Insu ¢
[¥)) —3600 +$600
Debit — Credit Debits increase assets: debit Prepaid Insurance $600.
Analysis Credits decrease assets: credit Cash $600.
Journal Oct. 4 |Prepald Insurance 600
Entry 600
(Paid 1-year policy; effective
date October 1)
Cash Prepaid Insurance
Oct. 1 10,000 (Oct. 2 5,000 Oct. 4 600
Posting 1 ! 3 900
2 1,200 4 600
3 10,000
Event 10 On October 20, Sierra paid a $500 cash dividend to stockholders.
Basic The dividends account is increased $500; the asset Cash is
Analysis decreased $500.
Assets = Liabilities + Stockholders’ Equity
Equation
Analysis Cash = Dividends
(10) -$300 -$500
Debit — Credit Debits increase dividends: debit Dividends $500.
Analysis Credits decrease assets: credit Cash $500.
Journal Oct. 20 | Dividends 8500
Entry Cash 800
(Declared and paid a cash
dividend)
Cash Dividends
) Oct. 1 10,000 |Oct. 2 5,000 Oct. 20 500
Posting 1 5,000 3 900
2 1,200 4 600
3 10,000 20 500

Event 8 On October 5, Sierra purchased an estimated 3-month supply
of advertising materials on account from Aero Supply for
$2,500.

Basic The asset Advertising Supplies is increased $2,500; the liability

Analysis Accounts Payable is increased $2,500.

Assets = Liabilities + Stockholders’ Equity

Equation Advertising Accounts

Analysis Supplies =  Pavable
(8) +$2,500 +$2,500

Debit — Credit Debits increase assets: debit Advertising Supplies $2,500.
Analysis Credits increase liabilities: credit Accounts Payable $2,500.
Journal Oct. 5 | Advertising Supplies 2,500

Entry Accounts Payable 2,600
(Purchased supplies on
account from Aero Supply)
Advertising Supplies Accounts Payable
[Resilg Oct. 5 2.500‘ Oct. 5 2,500
Event || On October 26, Sierra paid employee salaries of $4,000 in cash.
(See October 9 event.)
Basic The expense account Salaries Expense is increased $4,000; the
Analysis asset Cash is decreased $4,000.
Assets = Liabilities + Stockholders’ Equity
Equation
Analysis Cash = Expenses
(11 -$4.000 -$4,000 Salaries Expense
Debit — Credit Debits increase expenses: debit Salaries Expense $4,000.
Analysis Credits decrease assets: credit Cash $4,000.
Journal Oct. 26 | Salaries Expense 4,000
Entry ash 4,000
(Paid salaries to date)
Cash Salaries Expense
Posti Oct. 1 10,000|0ct. 8 85,000 Oct. 28 4,000
osting 5,000 3 900

Event 9

Analysis

On October 9, Sierra hired four employees to begin work on
October |5. Each employee is to receive a weekly salary

of $500 for a 5-day work week, payable every 2 weeks — first
payment made on October 26.

An accounting transaction has not occurred. There is only an
Basic agreement that the employees will begin work on October |5.
Thus, a debit—credit analysis is not needed because there is no
accounting entry. (See transaction of October 26 for first entry.)
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4.1 w57 RELEER (Summary Ilustration of Journalizing)
Sierra AF) 10 BBAXZHHIEMICE :

GENERAL JOURNAL

Date Account Titles and Explanation Debit Credit
2010
Oct. 1 Cash 10,000
Common Stock 10,000
(Issued stock for cash)
1 | Cash 5,000
Notes Payable 5,000
(Issued 3-month, 12% note payable for cash)
2 | Office Equipment 5,000
Cash 5,000
(Purchased office equipment for cash)
2 Cash 1,200
Unearned Service Revenue 1,200
(Received advance from R. Knox for future
service)
3 Cash 10,000
Service Revenue 10,000
(Received cash for services provided)

3 Rent Expense 900
Cash 900
(Paid cash for October office rent)
4 Prepaid Insurance 600
Cash 600
(Paid 1-year policy; effective date October 1)

wn

Advertising Supplies 2,500
Accounts Payable 2,500
(Purchased supplies on account from Aero
Supply)

20 | Dividends 500
Cash 500
(Paid a cash dividend)
26 | Salaries Expense 4,000
Cash 4,000
(Paid salaries to date)

B 10: g 35 i S5 B

BENRS:
L RAT W i 45 B <2

2. BB FHEAEK
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10.

4.2

W K3 B

- YRR A K

iSO
SCAT LS
PN v
MW 5 A
SCATBEA
ST TR

T 24 ER (Summary Illustration of Posting)

Sierra AF] 10 BB ZHEMIC A :
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GENERAL LEDGER

Cash Unearned Service Revenue
Oct. 1 10,000 | Oct. 2 5,000 Oct. 2 1,200
L s 2
3 10,000 20 500
26 4,000
Bal. 15,200
Advertising Supplies Common Stock
Oct. 5 2,500 Oct. 1 10,000
Bal. 2,500 Bal. 10,000
Prepaid Insurance Dividends
Oct. 4 600 Oct. 20 500
Bal. 600 Bal. 500
Office Equipment Service Revenue
Oct. 2 5,000 Oct. 3 10,000
Bal. 5,000 Bal. 10,000
MNotes Payable Salaries Expense
Oct. 1 5,000  Oct. 26 4,000
Bal. 5,000 Bal. 4,000
Accounts Payable Rent Expense
Oct. 5 2,500  Oct. 3 900
Bal. 2,500 Bal. 900

K11 KR A R

LK 5E Al Y 70 2K -
o BRI SRR S iR
o BEANIK RN 21T AR AN

o gl P R SR AR

5 NEFER (The Trial Balance)

5.1 REFEEHRIPENXSHB (Definition and Purposes of Trial

Balance)

B FE5R (Trial Balance) s 7E5EE N 8] S50 PrE K SR AT 512K
EHAY:
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« BB FTEF (Prove that debits equal credits)
o AFEJ9 %I 55 TR 1 Sk A
o FEERIIC SRR S LA R

Sierra B E L ERRHG:

5.2

Sierra Corporation
Trial Balance
October 31, 2022

& FR V7] 295
B4 (Cash) $15,200
Ykl (Supplies) 2,500
TAHRR: 2% (Prepaid Insurance) 600
%% (Equipment) 5,000
RS54 (Notes Payable) $5,000
MATK K (Accounts Payable) 2,500
TR AR5 (Unearned Service Revenue) 1,200
WIE M (Common Stock) 10,000
JBEF] (Dividends) 500
fR45 BN (Service Revenue) 10,000
T%t %% H (Salaries and Wages Expense) 4,000
4% H (Rent Expense) 900
St (Totals) $28,700 | $28,700

IEE: &5 B $28,700 = $X 7 AT $28,700

NEFEFHRRM (Limitations of a Trial Balance)

EE: WM A RIEBAT H R !
RE PR TR EHEMEAEL TR

- RHARE I HILK

AEAA ) HABIK 7 5 R I K

H LI A I T P 2

I 1) 7 R B K8 T R A K
03K AL 5 4 AU HH IR BRI PR

w5l

29



Financial Accounting, Fifth Edition Chapter 3

o DB GRETHRITHD

o BT DI GRILTH R 056

. EEERA LRSS GRETHRDTH)

i TR E IR

EIEE: LA TR S SRR TR T 2

(A) IERI EEIK A ST AP K

(B) WRTHIEH S A 2 BRI P 36 550 BB 4ok

(C) At $100 BL4 RIS R H BRI $1,000 HEHCHBLEIK S $100
(D) 32t $450 M HHE S BB AT K $45 HEFL B AR $45

ZBR: (C) XA $100 IA A #E fEC B AR $1,000 FH5210 2 HL40K F $100
VAR IR

o (A): EIKPIRMEAEGIAESE, WREPHR AT

« (B): IKPREHEME GRS, WGP R AP

« (C): 177 $1,000 %77 $100, RE-FHRA T4

. (D): fEREPHIAMS (345 = $45), RETHERTI T
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KEE S S% (Chapter Highlights)

% 3 ERLHBEE

23FN (Accounting Equation):
B = fit 4+ AR

&7 vs. 535 (Debit vs. Credit):

o BEPAL BRHL BOM): B IS T

o ffit. BEE. WO SIniE ST

o BELGVLAETTET T
18RI %2 (Recording Process):

L 532 5

2. ZidHidlk (s H2K

3. KN RIK (3D

P

22 (Transaction):

)<\

o i ILR AT RN

o WAAERAR A F] I S5
#H#|9F (Journaling Entry):

o fEIE HId K id®A 5

o FZISF B IC SR
I (Posting):

o FHIBK B B 7 KK

o SR
NE &R (Trial Balance):

o FUIRFTA K B H AR

- I ET R
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o ARRE: PHEIHFARIESAT iR
K BRIRHE :
o IIHTAE G AT ik RE IR

ISR

g ) H ATk 7 3%
PAT LKL R
G il 120 SH T T R

LREGRSIR

[BIR 1: DL RURASpRb s pefitiid B ek R 402

(A) BELZGILRKMIR

(B) R 5 B/DREMMANIK S, HAETT w5 5807
(C) FrAAE H#id e Hid ik

(D) ArMERTHEI ST RS

E)EE 2. AR TEEE KR A?

(A) BHERBTE S5 Eidsk

(B) LW 7 BB T 45 07 S

(C) HERI 4540

(D) RIFA =iHaiR

[E]&E 3: DA WA R A S BT AR AN ?
(A) —FEARZ Healwid

(B) AEAR IR B B AR P

(C) it &BUERAH BT 10 S, %=

(D) Fi 22 5 i B At

[EJRE 4: HACKBARN” A0 R -
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(A) BRFE—MLKI 5 HHLTT

(B) ERE&EZHXITIERIER
& BT A 5 B JRIR R IR

(D) EfRft r ZH K REILFR

1. 1. (B) BEL G E/DHMHANIKS, HAETT LT 575
2. 2. (B) UEBE 7 BB T- 5877 S

3. 3. (A) —ZER S EARIL

4. 4. (A) ERFE —MCKI G T
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