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Score: _____   out of a possible 32
               Course value: 5.0%
Assignment 2: The Bookkeeping Process
Part A – Multiple Choice (9 marks)      Mark correct answer with an “X”
1. Which of the following would be considered a source document?
a) Credit card receipts
b) An invoice sent to a customer

c) An invoice sent by a supplier

d) Employee time cards
e) All of the above

2. Where does a bookkeeper record a transaction?

a) A journal

b) A ledger

c) A balance sheet

d) A source document

e) None of the above

3. Which of the following is NOT true

a) Credits increase expense accounts

b) Credits increase liability accounts

c) Debits increase asset accounts

d) Credits increase revenue accounts

e) Credits increase equity accounts 

4. Which of the following is true of the Petty Cash Fund?

a) It is rarely used by most businesses

b) It is an expense account

c) To set up the fund, an account called Petty Cash is debited and a Bank/Cash account is credited

d) To replenish the fund (put more money in the Petty Cash box), the Petty Cash account is debited and the Bank/Cash account is credited.

e) Slips of paper showing the uses of the Petty Cash are not required to be kept - nobody needs more paper ( 
5. A customer writes your company a cheque that later turns out to be NSF (Non-Sufficient Funds) after it was deposited in the bank. This would require which of the following to be recorded  (assume the receipt of the cheque was  recorded correctly):

a) Debit : Cash/Bank


Credit: Accounts Receivable

b) Debit: Accounts Receivable

Credit: Bank/Cash

c) Debit: Cash/Bank


Credit: NSF Cheques

d) Debit: Accounts Receivable

Credit: NSF Cheques

e) Debit: NSF Cheques


Credit: Bank/Cash

6. What is required of every employer who has employees?

a) Keep payroll records

b) Know  the income and benefits that require income tax to be deducted

c) Send employee withholdings and employer portions of CPP and EI

d) Keep aware of any changes in payroll rules and regulations

e) All of the above

7. Which of the following payroll deductions is NOT submitted to Revenue Canada?

a) CPP

b) EI

c) Income Tax

d) Union Dues

e) All of these deductions (employer and employee portions) are sent to Revenue Canada

8. Which of the following about debits and credits is true?
a) Debits and credits do not have to be equal in a transaction

b) All transactions must involve an asset account

c) All transactions must include either a revenue or expense account

d) Crediting an account will always make it larger, debiting an account  will always make it smaller

e) None of the above are true

9. If your company purchased advertising, which account is likely to be debited?

a) Office Equipment

b) Advertising Expense

c) Cash/Bank

d) Accounts Payable

e) Accounts Receivable

Part B: Short Answer (6 marks)

1. What are the four steps to reconcile the bank balance? (2 marks)

a)
b)

c)

d)

2. What are the five steps to complete a payroll? (2 ½ marks)

a)

b)

c)

d)

e)

3. If a company were to give a customer a cash refund (credit sale invoice) … (1 ½ marks)

a) Why would the HST Charged on Sales account be debited?

b) Why would the Cash/Bank account be credited?
c) Why would the Sales account be debited?

Part C: T-Accounts (17 marks)

Using the following accounts (from a company’s Chart of Accounts) to record each transaction in the appropriate T-account.  Please place the corresponding letter of the transaction next to the entry in the t-accounts (the first transaction is already done).  

Ensure each transaction is analyzed carefully and balanced.

· Cash/Bank

· Accounts Receivable
· Furniture and Equipment 

· HST Paid on Purchases

· HST Charged on Sales
· Accounts Payable 
· Bank Loan Payable 

· Capital, John Walters 

· Sales 

· Purchase Expense 

· General Expense 

· Insurance Expense 

· Salary Expense 

· Utilities Expense 

	A) May 2, 2010
	John Walters began his business by investing $18,000 cash (already done)

	B) May 2, 2010
	Bought merchandise (purchase expense) for $1000. Your company issued a cheque for $1120 ($1000 plus $120 for HST)

	C) May 3, 2010
	Bought wrapping supplies and other materials for wrapping parcels, $126. Paid by cheque (consider this a general expense). No HST on the sale

	D) May 4, 2010
	Bought a cash register, $625, from McLeod Co., paying $300 as a down payment and owing the balance in 10 days. No HST on the sale.

	E) May 5, 2010
	Paid the water bill, $52 (utilities expense)
 No HST on the sale


	F) May 6, 2010
	Collected $2,240 from cash sales. This amount included $240 in HST

	G) May 8, 2010
	Paid salaries, $625

	H) May 9, 2010
	Sold merchandise to a customer on account for $106. Payment from the customer is due in 30 days. 

No HST on sale

	I) May 10, 2010
	Borrowed $5,000 from the bank

	J) May 11, 2010
	Bought a second hand truck from Mackey Motors. Paid by cheque, $5,000. No HST on sale

	K) May 11, 2010
	Bought merchandise (purchase expense) from Coldwell Wholesalers on terms of net 30 days, $427.70 (This means that will cost $427.70 as long as the company pays the full amount in 30 days – or less). No HST on sale

	L) May 12, 2010
	Cash sales for the week, $241.60.

 No HST on these sales

	M) May 12, 2010
	Jim Bevan paid $25 on his invoice dated the 9th.

	N) May 13, 2010
	Sold merchandise on account to a customer, $45.50, due in 30 days. No HST on this sale.

	O) May 14, 2010
	Paid McLeod Co. $325 for the balance owing on the account.

	P) May 15, 2010
	Sold merchandise on account to a customer for $34.75. No HST on sale

	Q) May 16, 2010
	Paid for current month’s insurance , $35

	R) May 25, 2010
	Received payment from customers $65













































































Accounts Payable





    HST Charged on Sales





HST Paid on Purchases





Accounts Receivable �





Furniture and Equipment





A)   18,000





Cash/Bank





































































































Bank Loan Payable





Sales





Insurance Expense





Salary Expense





Utilities Expense





Purchase Expense





General Expense





18,000  A)





Capital, John Walters� (an Equity account)
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