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PART ONE
The Organization of Financial Data

1 The Accounting Definition(defined) and
Accounting Process

The American Institute of Certified Public Accountams@has defined
accounting as follows:

Accountin? is the art of recording, classifying, and summarizing in a
significant manner and in terms of money, transactions and events which
are, in part at least, of a financial character, and interpreting the resuits
thereof .

In this part and the one that follows, the recording, classifying, and

summarizing aspects of accounting—that is, the accounting process—will
be described and illustrated.

Duality. The properties of an entity and the rights in those properties
ate accounted for as they enter or leave the business, as they circulate within -
the business, or as they stand at any point in time. The properties are called
assets, and the rights in the properties are called equities. The rights or
equities of outsiders are called liabilities, and the rights of the owners are
called the owners’ equity. Some typical assets are listed and described below:

Cash—cash on hand or on deposit in banks.

Accounts receivable—amounts owed by®Customers of the business.

Inventory—materials to be used in manufacturing products and finished or
partly finished products and merchandise to be sold to customers.

Land—real estate owned and used by the business.

Building—building owned and used in conducting business activities.

Equipment—equipment owned and used in conducting business activities.

Some typical equities are also listed and described below:

Accounts payable—amounts owed tﬁrade creditors of the Business.

Notes payable—promissory notes owed to the bank or to other outsiders.

Mortgage payable—debt owed and secured by a mortgage on business
property. " -

John Adams, capital—designation of the interest in a business of an owner
named John Adams.



Both the assets and the equities are accounted for simultaneously. A
business transaction does not affect just one item alone. There are at least
two items to be considered in each transaction. It would not be possible, for
example, for a business to have a transaction that resulted on‘ly"ih the in-
crease of the asset cash. There. must be some explanation as to why cash
increased. Cash may have been received in exchange for some other asset
that left the business, or the cash may have entered the business as a result
of a loan made by some outsider or as a result of investment by the owner.

The dual aspect of each transaction forms the basis underiying what is
called double-entry accounting. In double-entry accounting, it is recognized
that no asset can exist withouésomeone having a claim or a right to it. There-
fore, both the specific assets and the equities are accounted for at the time
that transactions are recorded. The assets of a business can be increased by:

(1) Donations.

(2) Investments by the owners.

(3) The work performed by the business.
(4) Loans or credit furnished by outsiders.

Assets obtained through loans or credit result in an addition to liabilities.

In all the other situations listed above, the owners’ equity is increased. Both

- the increase in the assets and the increase in the rights to the assets are
recorded. The total assets of a business can be decreased by:

(1) Losses such as fire or theft.

(2) Withdrawal of assets by owners, such as dividend payments.

(3) The use of assets, such as inventory, to conduct operations.
+; Donations to others. .

(5) The settlement of the claims (liabilities) of outsiders.

The use of assets to settle the claims of outsiders results in a reduction
in liabilities. In all.the other situations listed, the owners’ equity is decreased.
The decrease in the asset and the decrease in the equity are both recorded.

One asset may be exchanged for another, or one type of equity may be
converted to another form. For example, an account receivable from a cus-
tomer in the amount of $2,000 may be collected. Total assets remain un-
changed in amount. There has only been a change in the composition of the
assets: cash has increased by $2,000, and the account receivable from the
customer has been reduced by $2,000. The holder of a note against the

~company may be given rights of ownership in exchange for rights as a
creditor; that is, the liability for the note payable is eliminated and in its
place there is an addition to the owners’ equity. The total equity in the firm
is the same in amount as it was before, but the form of the equity has changed.
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The Evidence for a Transaction. A business transaction js ordinarily
supported by some paper form or document. This form or document serves
as evidence or proof of the transaction and gives information about what has
happened. It may be received from an outsider, or it may originate within
the business unit. A bill or an invoice received from a supplier of materials
supports an entry to record an increase in the materials inventory asset and
the accounts payable liability. Sometimes materials are transferred within
the company. A paper form is usually prepared to support the transfer and to
give the essential facts of the transaction. The materials inventory of one
division is increased, while the materials inventory of the other division is
decreased. Forms originating within the enterprise are also sent to outsiders.
Bills or invoices are mailed to customers when sales are made, and checks are
sent to creditors in payment of amounts owed.

Accounting for Transactions. The accounting process is illustrated by
assuming that Karen Weaver begins business on October 1, 1976, by investing
$75,000 in cash. After this transaction, the business has cash as an asset in
the amount of $75,000; and the owner’s equity, that is, the claim of Karen
Weaver on the assets, is. $75,000. This transaction can be shown on a balance
sheet. A balance shee? is essentially a formal classified listing of assets and
equities at one particular time. As time passes and as other transactions take
place, the balance sheet becomes outmoded; but as of the balance sheet date,
it is a statement of the financial position of the enterprise. A balance sheet
for Karen Weaver on October 1 is given below:

Karen Weaver
Balance Sheet
October 1, 1976

Assets Equities
Cash ............oiiiu. $75,000 Karen Weaver, capital .... $75,000

On October 4, Karen Weaver borrows $45.000 from her bank and signs
a note promising future pzyment. The asset cash is increased, and the liability
notes payable is increased. A balance sheet on October 4 is given bélow:

Karen Weaver
Balance  Sheet
October 4, 1976

|

Assets Equities
Cash ..... T $120,000 Liabilities: .
Notes payable ........ $ 45,000
Owner's equity:
Karen Weaver, capital . 75,000
Total assets .......... . $120.000 . Total equities ........... $120.000 -
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~ On October 5, Karen pays $900 for the rent of a store for three months.
She trades $900 of the asset cash for the asset prepaid rent. This is shown
on the balance sheet on October 5 below:
Karen Weaver

Balance Sheet
October 5, 1976

Assets . Equities
Cosh ;.conniiisiinnaiin $119,100 Liabilities:
Prepaid rent ............ 900 Notes payable ........ $ 45,000
Owner’s equity:
_ Karen Weaver, capital . | 75,000
Total assets ............ $120,000 Total equities ........... 120,000

Equipment costing $30,000 is purchased for the store on October 6, and
. cash in that amount is paid for the equipment. Once again there is a trade of
assets. Cash is traded for equipment, as shcwn by the balance sheet on
" October 6:

Karen Weaver
Balance Sheet
October 6, 1976

Assets Equuities
Cash ................0 $ 89,100 Liabilities:
Prepaid rent ............ 900 Notes payable ........ $ 45,000
Equipment ............. 30,000 , ;
Owner’s equity:
Karen Weaver, capital . 75,000
Total assets ............ $120,000 Total equities .......... $120,000

Op October 11, Karen purchases merchandise costing $50,000 on credit
terms¥'The asset merchandise inventory increases, and the liability accounts
payable increases by $50,000, as shown on the balance sheet on October 11:

Karen Weaver

Balance Sheet
October 11, 1976

Assets Equities
Cash sivsennvwrmmensons $ 89,100 Liabilities:
Mercl?andise inventory cee 50,000 Accounts payable _____ $ 50,000
Prepaxd rent ............ 900 Notes payable ________ 45,000
EQUIDRIBAL «vse0n wimiias 30,000 Total liabilities ....... $ 95,000

Owner's equity:
Karen Weaver, capital . 75,000
Total assets ............ $170,000 Total equities .......... $170,000
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On October 14. payments of $28,000 are made to the creditors from
whom merchandise was purchased. The asset cash'is reduced by $28,000,
and the liability accounts payable is reduced by $28,000, as shown on the
balance sheet on October 14:

Karen Weaver

Balance Sheet
October 14, 1976

Assets Equities
Cash ....ovviviiinn. $ 61,100 Liabilities: )
Merchandise inventory ... 50,000 Accounts payable ..... $ 22,000
Prepaid rent . ........... 900 Notes payable ........ 45,000
Equipment ............. 30,000 Total liabilities ... ..... $ 67,000

Owner's equity:
Karen Weaver, capital . 75,000
Total assets ............ $142,000 Total equities .......... - $142,000

Merchandise is sold to customers on October 25 on credit terms@ The
customers promise to pay $90,000 at some date in the future. The asset
accounts receivable, representing the customers’ promises to make payment,
is increased by $90,000. The owner’s equity is also increased by $90,000.
A service is performed by the business, and the owner earns the right to the
asset -received. Ordinarily, a direct increase in the owner’s equity is not
recorded .under these circumstances. A classification telling how the asset was
earned, in this case sales, is usually increased. Sales are called a revenue
item. Revenue tells how assets are increased as a result of the services
performed by the business. Revenue can be defined as the consideration
received by the business for rendering goods and services to its customers.

At the same time that the sale is made, merchandise costing $40,000 is
delivered to the customers. The asset account Merchandise Inventory is re-
duced by $40,000. An asset is used in performing a service; therefore, the
owner’s equity decreases. This decrease, however, is usually not recorded
directly as a decrease in the owner’s equity. Instead it is recorded in an
account classified as an expense. Expense tells how assets are decreased as
a result of the service performed by the business. Expense can be defined as
a measure of the assets given up in the process of rendering goods and services
or in the process of producing revenue. .

A statément of revenues and expenses is called an income statement.
Expenses are deducted from revenues. If revenues exceed expenses, the
difference is called net income. If expenses exceed revenues, the difference
is called net loss. The income statement shows the net change in net assets
or owner’s equity that results from operating at a profit or at a loss.
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On October 25, a balance sheet is prepared along with an income state-
ment for the first 25 days of October. The balance sheet is as follows:
Karen Weaver

Balance Sheet
October 25, 1976

Assets ' 2 Equities
Cash ‘..isicvivninsinis $ 61,100 Liabilities: .
Accounts receivable ...... 90.000 Accounts payable ..... $ 22,000
Merchandise inventory ... 10,000 Notes payable ........ 45,000
Prepaid rent ............ 900 T ; T €7 000
EqQUIpmeNnt . .. vvoverrsns 30,000 Total hab.llmes ....... $ 67,000
Owner’s equity:
Karen Weaver, capital . 75,000
Add: Net income ..... 50,000
Total assets ............ $192,000 Total equities ........... $192,000

Karen Weaver sold the customers merchandise costing $40,000 in ex-
change for their promises to pay her $90,000. Accounts receivable are
recorded at $90,000, and the merchandise inventory is reduced by $40,000.
The equality of assets and equities is maintained on the balance sheet by
adding the net income of $50,000 to Karen Weaver’s capital.

A separate income statement is given below:

Karen Weaver

Income Statement
From October 1 to October 25, 1976 i

SalesS .. et e e e $90,000
Cost of merchandise sold ..........coviiiiiiiiiinnnnnn. 40,000
et INCOMIE 565 ws v wis e s 45001676646 55 696106 50d 55 6 516 $54%5 85 $50,000

The net income shown at this stage is in reality the gross profit or gross
margin. Gross margin is the difference between sales revenue and the cost
of merchandise sold. Net income is the final result after all other expenses
have been deducted from gross margin. The other expenses of Karen Weaver's
business will be computed presently.

Karen recognizes that certain adjustments must be made at the end of the
month. She has had the use of bank credit for most of the month but has paid
no interest. The interest cost is $280 even though it has not been paid.
She has received the benefit from the use of borrowed funds and must now
match the interest cost against revenue in the calculation of her net income
for the month. The amount owed to the bank for interest must also be
recorded as an increase in the liabilities. Karen also used the equipment in the
business during the month, and she estimates that $150 of the cost should be
deducted from the asset and should be recognized as expense for the month.
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This expense, which is the cost of the equipment assigned to the month, is
called depreciation. Rent of $300 applied to the month of October according
to the rental agreement has expired by the end of the month. Part of the
prepaid rent is reduced, and rent expense for the month is recorded on the
income statement. _

Two of the adjustments that are necessary have to do with writing off
assets that have been used up in producing revenue. Assets were defined
earlier as thé properties owned by the business. Some assets may also be
viewed as pripaid expenses or costs of benefits to future accounting periods.
For example, the equipment will give Karen Weaver services that cost her
$30,000. As these services are used in producing revenue, part of the cost
is written off as an expense of producing revenue; that is, part of the benefit
is recognized as being received. Another example is the prepaid rent. When
rent is paid in advance, it is recorded as an asset. The rent is an asset because
it represents a cost of future benefit to Karen. The benefit is received as
revenue is produced; and at the end of the month, the rent that is no longer
prepaid is written off as an expense.

Financial statements for Karen Weaver on October 31, 1976, are given
below.

Karen Weaver

Balance Sheet
October 31, 1976

Assets Equities
gash ....... s 't.>l ........ $ gé,(l)gg Liabilities:
ccounts receivable ...... ,
Merchandise inventory ... 10,000 Qgﬁ::rg:yggl{:ab.lf. ’ ig:%
Prep'ald TR v s wisw s 600 Interest payab]e ______ 280
Equipment ............. 29,850 Total liabilities . ....... $ 67,280

Owner’s equity:
Karen Weaver, capital . 124,270
Total assets ............ $191,550 Total equities ........... $191,550

Karen Weaver
Income Statement
For the Month of October, 1976

SAles: oo s min s msismg s b, e 6w 76 B T e e $90,000
Cost of merchandise sold ........................ 40,000
Gross margin ..........c0.iiiiienan... PR $50,000 -
Expenses: .

RENE & w55 w5555 5550006958985 wawomeomensssse $300

DEPreciation o s s s 4asm s am 0555 5655057555 0amamm 150

TOHETESE 4w aswvismumusmsnmomso oassmssoessdnins 280 730
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The net income shown on the income statement has been added to
Karen Weaver’s capital, and the balance sheet is in balance. The income
statement is used to measure revenues and expenses for a given interval of
“time designated as an accounting period or as a fiscal period. The period of
time may be a month, quarter, year, or other significant time interval. Assets
and equities on the balance sheet will be carried forward and will serve as a
cumulative record, but the revenue and expense measurement process will
start from zero again at the beginning of a new fiscal period. Revenue and
expense classifications are like meters that measure the flow of liquids or
gases for an interval of time. When the time interval has lapsed, the dials on
te meters are set bdck to zero so that new measurements can be made for
the next period of time. ;

Accounts. The method of accumulating data just illustrated will work,
but it is very cumbersome. It is not designed so that information can
be collected easily. Furthermore, Ms. Weaver does not need new financial
statements after each transaction. She will be satisfied with financial statements
prepared at the end of the fiscal period she chooses.

Data can be collected by classifi-
cation in accounts. In essence, ac-
counts are pages or cards divided into
two halves by a vertical line and may
appear somewhat as shown at the
right.

There is an account for each asset, liability, owner’s equity, revenue, and
expense that is to be accounted for. The left side of the account is called the
debit side of the account, and the right side of the account is called the credit
side. Debit and credit are the terms used for left and right in accounting. A
book of accounts or a file of account cards is referred to as>a ledger.

Increases in accounts are recorded on one side of the account, and de-
creases are recorded on the other side. The balance of the account is the
difference between the sum of the items on both sides of the account. There
is a debit balance if the amounts on the left side are greater, und there is a
credit balance if the amounts on the right side are greater.

The Accounting Equation. Special rules for recording increases and de-
creases are employed for each basic type of account: asset, liability, owners’
equity, revenue, and expense. These rules are summarized at the top of the
next page in what is called the accounting equation. This equation is basic to
double-entry bookkeepirg.

The increases and the decreases are arranged so that every transaction can
be recorded and classified properly by account classification while maintaining
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Temporary Owners’ Equity

Owners'

Assets Liabilities i Equity Revenues Expenses

credit

— |+ =+ =]+ %
credit debit | credit debit | credit debit | credit debit

+
debit

an equality of debits and credits. If the recording process is carried out
properly in the mechanical sense, the sum of the accounts with debit balances
will equal the s}m\of the accounts with credit balances.

Note that the equation itself can be stated as follows:

Assets = Liabilities + Owners’ Equity 4+ (Revenues — Expenses)

This merely says that assets are equal to the claims that individuals or other
entities have in those assets. Revenues and expenses measure how assets enter
or leave the business in performing services for customers, and the net result
is eventually added to the owners’ equity.

The rules to be followed for debiting and crediting accounts are arbitrarily
defined but are logically consistent. For example, a debit means an increase
in any asset, but a debit will also decrease any liability or owners’ equity ac-
count. The rules of debit and credit have been set up so that the accounting
equation will hold true and so that debits will always be equaled by credits.
Therefore, assets will always equal equities; and the sum of the amounts
shown as debits will always agree with the sum,of the amounts shown as
credits. Note that a revenue account is credited to increase it. This is logical
inasmuch as an increase in revenue is an increase in the owners’ equity; and,
therefore, an increase in revenue is handled in the same way as a direct in-
crease in owners’ equity. Similarly, increases in expense reduce owners’
equity and, like direct reductions in owners’ equity, are recorded by debits.

The Use of Accounts. Instead of preparing a new balance sheet and a
new income statement for Karen Weaver after each transaction, it is more
convenient to analyze the transactions and to enter them in ledger accounts
according to the rules of increase and decrease shown by the accounting
equation. The transactions given for Karen Weaver in the previous illystration
are listed and numbered below dnd at the top of the next page.

(1) Karen Weaver invested $75,000 in cash to begin business opera'lions.

(2) Cash of $45,000 was borrowed from the bank on a note payable.

(3) A $900 payment was made for rent of a store for three months.

(4) Equipment was purchased at a cost of $30,000 in cash.

(5), Merchandise costing $50,000 was purchased on credit terms..

(6) Cash of $28,000 was paid to the creditors from whom merchandise was
purchased.

(7) Merchandise was sold to customers on account for $90,000.

(8) The cost of the merchandise delivered to customers was $40.000.
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(9) Interest cost of $280 was chargeable to the business in October, and

the liability to the bank for interest owed had to be recognized.

(10) Equipment was used to conduct operations in October. The estimated

depreciation of the equipment used was $150.

(11) Rent of $300 expired during October and became expense.

The ledger accounts for Karen Weaver with the transactions entered
according to the rules of the ‘accounting equation are given below. The
entries are numbered so that they can be identifred with the transactions.

Assets

Dr.
+

Cash

(1) 75,000
(2) 45,000

(3) 900
(4) 30,000
(6) 28,000

Accounts Receivable

(7) 90,000

Merchandise Inventory

(5) 50,000

(8).40,000

Prepaid Rent

(3) 90C | (11) 300
Equipment
(4) 30,000 | (10) 150

Liabilities Owner's Equity
Dr. Cr. Dr. Cr.
— + — +
Accounts Payable Karen Weaver, Capital
(6) 28,000 l (5) 50,000 ‘(l) 75,000
Notes- Payable Plus
(2) 45,000 Revenues
Dr Crt:
— +
Interest Payable Sales
(9) 280 , (7) 90,000
Minus
Expenses
Dr. Cr.
s _

Cost of Goods Sold

(8) 40,000 '

Rent Expense

(11) 300{

Depreciation Expense

(10) 150’

Interest Expense

©9) 280'
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The reader should trace each transaction through the ledger accounts to
determine that the rule of increase and decrease for each type of account has
been followed and that the debit entry is equal to the credit entry in each case.
Balances can then be taken from the ledger accounts and used to recon-
struct a balance sheet and an income statement that will agree with the
statements given on page 619. The balance of the cash account, for example,
is equal to the sum of the debit entries of $120;000 less the sum of the
credit entries of $58,900, or is a debit balance of $61,100.

- 2 The Journal

The'Journal. The direct recording of transactions in the ledger accounts
is inconvenient and errors are difficult to find. It takes timgato leaf through
the ledger pages or cards; and if there are many transactions, there is no
time to enter each transaction as it takes place in the ledger cards. Further-
more, there should be some chronological record of the transactions with
the entire transaction being shown in one place. Errors can then be located
with less difficulty by tracing transactions from the chronological record to the
ledger accounts.

' A preliminary analysis of transactions is made in books of original entry
called journals. In its simplest form the journal consists of a book with a
column for dates at the left, a wide column for account titles and explanations,
and two columns for entering monetary amounts. The first of the two money
columns is called the debit column, and the second is called the credit column.
A simple journal of this type is usually called a general journal. The pre-
liminary record entered in the journal is called a journal entry.

Each transaction is analyzed to identif)%he accounts that are to be debited
and credited. The transaction is then recorded as follows:

(1) The date is entered in the date column.

(2) The name of the account to be debited is entered in the account
titles and explanations column, and the dollar amount is entered in
the debit money column.

(3) The name of the account to be credited is entered in the account
titles and explanations column on the next line in an indented posi-
tion, and the dollar amount is entered in the credit money column.

(4) A brief explanation of the transaction is written beneath the account
titles.

The general journal entry on October | for Ms. Weaver's first transac-
tion would appear as shown at the top of the next page.

The information shown in the journal is copied into the ledger accounts.
This copying process is called posting. The narrow column headed “F” in
the journal is a cross-reference column or, as the “F” indicates, folio column.
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_General Journal Page 1
Date Account Titles and Explanations F. Debit Credit
1976
October | 1 Cash 75,000
Karen Weaver, Capital . 75,000
Investment of $75,000 by
Karen Weaver.

The page numbers or folios of the ledger accounts to which the entrics are
posted are entered here so that a transaction can be easily traced to the
ledger accounts if that should become necessary at a later date. Space is
also provided in the ledger accounts for page numbers of the journal where
the transactions were first entered. Thus a transaction can easily be traced
from the journal to the ledger or from the ledger back to the journal.

Posting is a process of organizing data according to account classifica-
tions from the chronological record contained in the journal. After the data
have been classified in the accounts and summarized, they can be used in
the preparation of financial statements and reports.

While the two-column journal does provide a chronological record of
transactions with both parts of the transaction in one place, it is not very
helpful as a labor-saving device. In fact, there is more accounting work
because the transaction must be entered first in the journal and then it must
be posted to the ledger accounts. Ms. Weaver would have to make journal
entries for each of her transactions, then she would have to post the informa-
tion from the journal to the ledger accounts.before her ledger would contain
the debits and the credits shown on page 41Q, '

Columnar Journals. Often business transactions of a certain type are
repeated time and again. There will likely be many purchases of materials,
sales to customers, cash receipts, and cash disbursements. To record each
transaction separately in a two-column journal as an increase or as a decrease
to a given account would be unduly burdensome. Transactions of a similar
type should be classified together, summarized for a period such as a month,
and posted as one aggregate transaction for the month.

There are several types of journals, each type being designed to serve a
special purpose. For example, all sales transactions could be entered in a
sales journal. Similarly, purchases, cash receipts, and cash disbursements
would be entered respectively in a purchases journal, a cash receipts journal,
and a cash disbursements journal. Other specialized journals can be used if
transactions occur frequently enough to warrant their use. A manufacturing
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company, for example, may use a special journal to record materials with-
drawn and transferred to production. Miscellaneous transactions that do not
oteur_often enough to merit the use of a special journal are entered in the
two-column general journal referred to earlier.

The special journals have columns so that similar transactions can be
conveniently added together and posted as one transaction. Com%eted
journals for Jay Thomas for the month of April are given on pages to
629. The journal columns have already been totaled, and postings have been
made to the ledger accounts for the month.

The design of the sales journal indicates that sales are made on both
cash and credit terms, inasmuch as the sales journal has a column for cash
debits, a column for accounts receivable debits, and a column for sales
credits. At the end of the month the sum of the two debit columns should
be equal to the sum of the credit column. It is just as though one big sale
for the month had been entered in a general journal, except that the detail-
for all transactions appears in the special journal.

@71 » TP PP oy S R R 1,090
Accounts Receivable . .....¢.coiiiiiiiiiiiinenrans 3,680
o [ A L ET I LT 4,770

Sales for the month of April.

Obviously, no general journal entry such as the one given above is made.
It is not necessary to repeat what is already journalized through the columnar
journal. The columnar journal is a means for summarizing similar transac-
tions and serves as a posting medium itself.

It should not be inferred from the exanple given that all sales journals will
be designed with three columns. Perhaps only the credit sales will be recorded
in a one-column sales journal, and the column total will be posted at the end
of the month as a debit to Accounts Receivable and as a credit to Sales.
The cash sales would then be entered in the cash receipts journal with a
special column being provided for offsetting credits to sales. If all cash re-
ceipts are recorded in the cash receipts journal, daily receipts can be compared
with the amounts recorded and with bank deposits quite easily without refer-
ence to other journals. On the other hand, the sales will not all appear in
one journal. There are various accumulation techniques that may be em-
ployed, and the choice of any particular method is dependent upon circum-
stances and individual preferences.

The cash receipts journal is designed so that cash debits can be entered
in a special column with credits being recorded in columns for accounts
receivable, interest income, and rent income. Présumably cash is not only
collected frequently on accounts with customers but is also collected frequently
as a result of interest and rent earned. The two genéral lédger ¢olimns provide
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flexibility so that cash receipts from other sources can be entered in this
journal along with the other accounts that are affected.

A one-column purchases journal is used. The column-total is posted at
the end of the month as a debit to merchandise inventory and as a credit to
accounts payable.

The cash disbursements journal has a column for cash credits and columns
for offsetting debits to accounts payable, advertising expense, supplies used,
and office expense. The design of the journal indicates that Jay Thomas pays
cash when he acquires advertising service, supplies, and items chargeable to
office expense. These services and materials must be-used up at about the

Sales Journal Page 8
Accounts
Cash Receivable Sales
Date Customers Dr. % Dr. Cr.
1976
Apr. | 2 Cott Machine Co. \% 460 460
5 Lamar Parts Co. \% 620 620
6 Cash 350 3‘50
8 Ball Products Co. \ 810 810
15 Cash 740 740
19 Parr and Hogan \% 590 590
23 Lamar Parts Co. \ 420 420
28 Ball Products Co. \% 780 780
1.090 3,680 4,770
(1) (3) (11)
Purchases Journal \ Page 4
Mdse. Inv. Dr.
Date Creditor \% Accts. Pay. Cr.
1976
Apr. 2 Nagle and Company \% 740
5 Henning Supply v 880
12 Camara, Inc. Vv 610
23 Reed Products \% 470
2,700
(4) (8)
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