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Introduction 
 
 
 
What’s in it for you? 
 
All legitimate businesses need to keep track of their financial information and activities – 

to account for their profits, losses, and all transactions in between.  This unit will provide 

you with a foundation in the principal terms, concepts, and activities involved in any 

accounting system, so that you can communicate confidently in the “language of 

business.” 

 

  
 
Unit Length:  2 weeks 

 

Grading:  Exercises / Quiz  70% 

     Unit Test             30% 
 

 

 
 

Your Resources 
 

1. Barron’s E-Z Accounting for Lesson 2 & 3 Exercises  

 

2. Microsoft Excel templates for Lesson 2 & 3 Exercises – your instructor 

will provide you with these computer files that correspond to exercises in 

Chapter 1 of E-Z Accounting. 

 

3. Summit Student Guide (what you’re reading right now) – for content and 

Lesson 2 Exercises 
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Study Sequence 
 

Summit  Lesson Reading from… Exercises  

Lesson 1 
What is Accounting? 

Student Guide N/A 

Lesson 2 
Financial Statements 

Student Guide 

From E-Z Accounting: 
 
 Assignment 1: Personal Balance Sheet 

(online) 

 Assignment 2:  Ch. 1, Exercises 1 – 7 (pp. 
3-7)  

 Assignment 3:  Ch. 1, Exercise 8 (pp. 8) 

 Assignment 4:  Ch. 2, Exercises 5 & 6  
(pp. 23-24) 

 Assignment 5 (Part 1):  Ch. 2, Exercises 1 & 
2 (pp. 19-20) 

 Assignment 6:  Ch. 2, Exercises 3 & 4  
(p. 21) 

 
From Summit Student Guide: 
 
 For Assignment 5 (Part 2):  see page 11, 

below 

Lesson 3 
Other Accounting Terms 
and Concepts 

Student Guide 

 
From E-Z Accounting: 
 
 Assignment 1:  Ch. 1, Exercises 9 – 12 (pp. 

8-12) 
 

Assignment 2:  Mix & Match Quiz (handout) 

UNIT TEST (handout) 
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Lesson 1:  What is Accounting? 
 
 
 
This lesson provides a brief introduction to some of the basic concepts, terminology, and 

activities that are part of the accounting process.  Hands-on exercises will give you a 

clearer picture of accounting’s role in the business world.  

 

Accounting is … 
 
the process of recording, classifying, and summarizing financial transactions. 
 
 

Why do we need accounting? 
 

The purpose of accounting is to give us information that will help us make good 
financial decisions – it is essential to the success of any business.  Accounting takes 

place in every business, large or small, and all businesses use the same basic accounting 

principles. 
 
 

Who uses accounting information? 
 
Bookkeepers keep track of the day-to-day business transactions of the business.  This 

information is used by accountants to create the necessary financial statements for the 

business. The accountant summarizes and reports the financial information in a way that 

helps businesses make financial decisions. 

 

Accounting information can help company executives and other employees answer 

questions like:  Which products should we emphasize? or  Should we expand our 

advertising budget and take money away from our marketing budget?  Many businesses 

have departments dedicated specifically to accounting. 

 

Banks also need access to accounting information before they can grant loans to 

companies or invest money in them. 

 

Accounting information also provides other interested parties outside of the business—

investors, stockholders, etc.—with insight into how the financial affairs of the 

company are handled. 
 
 

Businesses and their accounting records 
 
 Proprietorships are generally small businesses with a single owner.  The accounting 

records for these businesses include only the records of the business, not the personal 

financial records of the business owner. 
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 Partnerships are similar to proprietorships, except that there are two or more 

owners.  These businesses are small to medium in size. Once again, the accounting 

records for partnerships are separate from the financial records of the owners. 

 
 Corporations are businesses that are owned by one or more stockholders. Many of 

the stockholders are people who have invested money in the company by purchasing 

stock in the company.  The stockholders do not make the day-to-day decisions of the 

company.  In this way, they can be compared to bankers that loan money to small 

businesses – the banker does not control the day-to-day activities of the business to 

whom it lends money. 

 

 

Reporting Accounting Information 
 
Businesses use three basic financial statements to report their accounting information:  

 

1. Balance Sheet:  lists the company’s assets (the items that the company owns) 

and liabilities (the items that the company owes to others), along with the funds the 

owner has contributed to the business. 

 
2. Income Statement:  shows all of the company’s income (revenue), along with 

all the expenses incurred to earn that income.  The difference between the income and 

expenses is the net income or net loss of the business. 

 
3. Statement of Capital:  also called the Statement of Owner’s Equity or 

Statement of Retained Earnings.  Generally, only two types of events will 

change the capital or owner’s equity.    
 

 A profit or loss made by the company = an  or  in capital 
 
 An investment or withdrawal of money by the owner = an  or  in owner’s 

equity 
 

These statements tell managers, creditors, prospective investors, and government 

agencies how the business is doing.  We will examine financial statements—and the 

items reported on them—in more detail in the next lesson 

 

 

Lesson Summary 
 

So far, we’ve learned what accounting is, why it is necessary, who uses it, and how they 

use it.  Essentially, accounting is a form of information management – in this case, of 

financial information.
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Lesson 2:  Financial Statements 
 
 
 
In this lesson, we will take a more detailed look at how accounting information is 

represented on paper, in the form of financial statements. 

 
 
Guidelines for Statement Preparation 
 

Financial statements must follow the Generally Accepted Accounting Principles (GAAP). 

This means the information presented in the statements must be relevant, reliable, 

verifiable, understandable, quantifiable (measurable), and obtainable. 

 

The statements must be presented in terms of a monetary unit (money). The values 

reported on the financial statements are normally presented at historical cost (what was 

paid for them), not at their current value. The financial statements do not normally 

consider the effects of inflation. 

 

The information presented on the statements should be backed up by documents or 

evidence.  Independent auditors will often verify that the information on the statements is 

true.  The financial information should be comparable from one year to the next or from 

one company to the next.  This means accountants must be consistent in what they label 

as assets and liabilities. 

 

Financial statements must be prepared at least once a year. This practice is usually 

consistent with income tax regulations. 

 

 
1. On the BALANCE SHEET… 
 

If you made a list of everything you own, attached a monetary value to each item, 

added the values up, and then subtracted what you owed to other people, you will 

have completed a very basic Balance Sheet.  A Balance Sheet lists the company’s 

assets, liabilities, and owner’s equity. 

 
a) Assets 

 
Assets are anything a company owns.  

 

If you were to make a list of all of your personal assets, they would include:  bank 

accounts, investments, personal goods – house, property, car, art, jewelry, coins, 

tools, etc.  Business assets are resources owned by the business, including: cash, 

bank accounts, accounts receivable, inventory, land, buildings, equipment, office 

supplies, and company vehicles. 
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ASSIGNMENT 1 

 
Complete your personal Balance Sheet online at:  
http://www.nbc.ca/WebInfoWeb/DispatchRequest?aliasDispatcher=finStatement&lang=en 

 
 

Assets can be either tangible or intangible:  

 

Tangible assets are assets that you can see or touch, e.g. real estate, machinery, 

etc.  These assets can be classified as: 

 

 Current assets will be used up, sold or converted into cash within a year. They 

are considered short-term assets, and include: cash, office supplies, 

investments, inventories, accounts receivable, and prepaid expenses. 
 
OR 
 
 Long-term assets do not generally convert to cash within a year, and are not 

used in the day-to-day activities of the business.  They can include equipment, 

land, buildings, stocks or bonds of other corporations, and savings bonds. 

Long-term assets are also called fixed assets or plant assets. 

 

Intangible assets are assets that you cannot see or touch – they are not physical, 

e.g. patents, copyrights, franchises, and trademarks.  They are usually listed as 

“Other Assets” on the Balance Sheet. 

 

 

IMPORTANT POINTS TO REMEMBER 
 

All assets are expressed in terms of money based on their cost – this is known as 

the cost principle.  Cost includes:  the cost of the item including taxes + 

transportation charges + installation charges + any other charges incurred to make 

that asset operational for the business. 
 

 
ASSIGNMENT 2  
 
Complete Exercises 1 – 7 in Chapter 1 of  E-Z Accounting (pp. 3-7) 
 

 
 

b) Liabilities 
 

Liabilities are anything the company owes to others (creditors). Creditors are 

assumed to own the assets of the business (or be entitled to claims upon the assets 

of the business) until the debt is repaid.  

 

http://www.nbc.ca/WebInfoWeb/DispatchRequest?aliasDispatcher=finStatement&lang=en
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If you were to make a list of all your personal liabilities, they would include: 

personal debts, credit card balances, lines of credit, personal loans, car loans, 

mortgage loans, and any other debts you may have. Business liabilities include: 

accounts payable, wages payable, utilities payable, notes payable (written 

promises to repay debts), rent payable, and taxes payable. 

 
 Current liabilities will be paid within the year. 

 
 Long-term liabilities are debts that will be paid over a period longer than a 

year.  They include: mortgages, loans or notes payable. 
 
 

c) Owner’s Equity 
 

Owner’s equity, also known as net worth, is the amount invested in the business 

by its owner(s).  There are two sources of owner’s equity:  1) money (cash) or 

assets directly provided by the owner, and 2) the amount left in the business from 

the profits, called Retained Earnings. 

 
 

 
ASSIGNMENT 3  
 
Complete Exercise 8 in Chapter 1 of E-Z Accounting (p. 8) 
 

 
 

The Accounting Equation 
 
This is the relationship between the assets, liabilities and owner’s equity. It is 

expressed as a formula: 
 

Assets = Liabilities + Owner’s Equity 
 

On a Balance Sheet, the assets must always equal the liabilities plus the owner’s 

equity.  In other words, the Balance Sheet must balance. 

 

A Balance Sheet lists all the assets, liabilities, and owner’s equity at a specific point 

in time:  it is a picture of the financial position of the business on that date and 
that date only.  The information is not valid for the day before or the day after – it 

is valid only for the date specified on the Balance Sheet. 

 
On the following page, you’ll find examples of Balance Sheets in both report and 

account formats.  In report form, the assets are listed first, and the liabilities and 

owner’s equity are listed beneath the assets (vertical).  In account form, the heading of the 

Balance Sheet is the same, but the assets, liabilities, and owner’s equity are listed beside 

each other (horizontal). 
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The Book Nook 
Balance Sheet 

December 31, 2006 
 
 
Assets 

Current Assets: 
Cash ............................................................................................... $21,363 
Accounts Receivable .......................................................................... 5,316 
Inventory ........................................................................................... 29,500 
Prepaid Insurance .................................................................................. 560 
Total Current Assets ......................................................................... 56,739 
 
Fixed Assets: 
Furniture ............................................................................................. 3,560 
Equipment ........................................................................................... 1,200 
Total Fixed Assets .............................................................................. 4,760 
 
Total Assets................................................................................... $61,499 

 
Liabilities And Owner’s Equity 

 
Current Liabilities: 
Accounts Payable .................................................... $2,000 
Loan Payable ............................................................. 1,000 
Total Liabilities ....................................................................  ............. $3,000 
 
Owner’s Equity: 
Owner’s Investment ............................................... $40,000 
Retained Earnings ................................................... 18,499 
Total Owner’s Equity ...........................................................  ........... $58,499 
 
Total Liabilities and Owner’s Equity ...............................  ........... $61,499  

 

This is 

report 
form 
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The Book Nook 
Balance Sheet 

December 31, 2006 
 

Assets 
Current Assets: 
Cash $21,363 
Accounts Receivable 5,316 
Inventory 29,500 
Prepaid Insurance 560 
Total Current Assets $56,739 
 
Fixed Assets: 
Furniture $3,560 
Equipment 1,200 
Total Fixed Assets 4,760 
 
Total Assets                  $61,499 

Liabilities And Owner’s Equity 
Current Liabilities: 
Accounts Payable $2,000 
Loan Payable 1,000 
Total Liabilities $3,000 
 
Owner’s Equity: 
Owner’s Investment $40,000 
Retained Earnings 18,499 
Total Owner’s Equity $58,499 
 
Total Liabilities & Owner’s Equity 
 

$61,499 
 

 
 
IMPORTANT POINTS TO REMEMBER 
 
All the monetary values on the Balance Sheet reflect the original or historical costs; they 

are not the current value of the items. 

 

All the financial statements start with a heading. The heading identifies the name of the 

business, the statement that is being prepared, and the date or accounting period of the 

statement. 

 

 

 

ASSIGNMENT 4 
 

Complete Exercises 5 and 6 in Chapter 2 of E-Z Accounting (p. 23-24) 
 

 

 

2. On the INCOME STATEMENT… 
 

The Income Statement lets the owner know “the bottom line.”  That is, did the 

company make money, and how much?  It shows the revenue (income) and expenses 

(what was spent to make the income) for a specific time period, known as the 

accounting period (as opposed to a point in time, as on the Balance Sheet).  The 

period of time can be a month, a quarter or a year.   

This is 

account 
form 
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A yearly Income Statement must be prepared for income tax purposes. The Income 

Statement is organized into three sections:   

 

a) Revenue includes sales, services, interest, dividends and royalties.  The cost of 

goods sold is deducted directly from sales; it is not included with the other 

expenses of the business. 

 

b) Expenses are the costs of doing business. They are any expenses incurred to 

earn the revenue, so they will vary based on the type of business. Expenses can 

include rent, utilities, bank service fees, tools, equipment, salaries, supplies, and 

bad debt expense.  A bad debt expense is the amount a company feels they will 

not be able to collect from their customers. 

 

c) Net Income or Net Loss is the difference between the revenue and 

expenses – the “bottom line.”  If the revenue is larger than the expenses, there is 

a profit; if the revenue is smaller than the expenses, there is a loss. 

 

On the Income Statement, revenue is reported when earned and expenses are reported 

when incurred, regardless of whether any cash is exchanged.  This is known as the 

accrual method of accounting.  Accordingly, businesses will have accounts 

receivable and accounts payable.  On the other hand, some small businesses report 

revenue and expenses only when cash is exchanged because it is easier to keep track 

of the income and expenses this way.  In any event, all businesses must remember to 

be consistent with their reporting methods. 

 

Below, you’ll find an example of an Income Statement. 

 

The Book Nook 
Statement of Income 

For the Year Ended December 31, 2006 
 
Sales ...................................................................... $95,000 
Less: Cost of goods sold .......................................... 24,500 
Gross Profit: ............................................................................................. $70,500 
 
Expenses: 
Salaries and Wages ............................................... $16,800 
Insurance .................................................................... 1250 
Office supplies ............................................................ 2560 
Bank Service Fees ........................................................ 480 
Total Expenses ........................................................................................ $21,090 
 
Net Income.............................................................................................. $49,410 
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IMPORTANT POINTS TO REMEMBER 
 
The Income Statement reports for a period of time, while the Balance Sheet reports for a 

point in time – note the differences in the date line in the header for each type of 

statement. 

 

 

 
ASSIGNMENT 5 
 

1. Complete Exercises 1 and 2 in Chapter 2 of E-Z Accounting  
(pp. 19-20) 
 

2. Complete the following exercise: 
  

James Brown owns a music store. From the information givenn complete a 
Statement of Income for the year ending 31 December 2007. 

 
 Revenue from sales  $50,400 
 Wages and Salaries  $2,680 
 Revenue from rentals $12,480 
 Office Rent   $7,000 
 Office Supplies  $1,345 
 Bank charges  $256 
 Advertising   $540 

 

 

 

3. On the STATEMENT OF CAPITAL… 
 

The Statement of Capital shows how much the business owner has invested in the 

business.  It shows if the owner has contributed more money to the business or has 

withdrawn money from the business.  When the business makes a profit, the owner 

can decide if he/she wants to leave the profit in the business or withdraw the profit. 

 

The net income that is calculated for the Income Statement is required before 

completing the Statement of Capital. Accordingly, the Income Statement is always 

prepared before the Statement of Capital.  The Statement of Capital is completed 

before the Balance Sheet. 

 

There are two parts to the Statement of Capital:  

 

a) The heading includes:   the business name, title of the statement, and the 

accounting period.   
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b) The body shows the owner’s equity at the start of the accounting period + any 

additional amount given to the business by the owner + the net income for the 

accounting period minus any money the owner withdrew to arrive at the ending 

capital (owner’s equity).  
 

Below, you’ll find an example of a Statement of Capital: 

 

 

The Book Nook 
Statement of Capital 

For the Year Ended December 31, 2006 
 
Jane Brody (Beginning) Capital, Jan 1, 2006 $40,000 
Plus: Net Income for the Year $49,410 
Less: Jane Brody, Drawing 30,911 
Net Increase in Capital  18,499 
Jane Brody (Ending) Capital, Dec 31, 2006 $58,499 

 
 
 

ASSIGNMENT 6 
 

Complete Exercises 3 and 4 in Chapter 2 of E-Z Accounting (p. 21) 
 
 

 
Lesson Summary 
 
You now have an understanding of how the different kinds of accounting information are 

represented in written form on the three main forms of financial statements.
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Lesson 3:  Other Accounting Terms 
and Concepts 

 

 
 
This lesson will introduce you to some other common accounting terms and concepts that 

you may encounter in the workplace. 

 

Accounts Payable 
The usual procedure for most businesses is to buy on account, rather than paying cash. 

The amount owing is paid in the future, perhaps within 30 to 60 days. As a result, debts 

called Accounts Payable are owed to creditors. 

 
Accounts Receivable 
When a business makes a sale, the customer does not always pay cash in full; instead, 

they may make a downpayment with an agreement to pay the balance at a later date.  As a 

result, an asset account called Accounts Receivable is created. 

 
Depreciation 
The method of spreading the historical cost of a long-term asset over its useful life.  

 
The General Journal 
When a business transaction occurs, it is recorded in the general journal or journal, 
also known as the book of original entry, as it is the first place the transaction is 

recorded.   Every business transaction is recorded in at least two accounts.  One account 

will receive a debit entry, meaning the amount will be entered on the left side of that 

account. Another account will receive a credit entry, meaning the amount will be 

entered on the right side of that account.  This system is known as double-entry 

accounting. 

 
Here is an example of a general journal: 

 

JOURNAL 
Date Entries Reference Debits Credits 

   Amounts 

12/05/06 Building  $50,000  

 Cash   $50,000 

(Bought building for business with cash) 

31/05/06 Salary  $500  

 Cash   $500 

(Paid salary for the month of May with cash) 
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Accounting Rules: 
 
Remember: Assets = Liabilities + Owner’s Equity (capital) 
 
  A = L + OE 
 
 Assets (the left side) are increased with debits and decreased with credits; 

 

 Liabilities and Owner’s Equity (the right side) are increased with credits and 

decreased with debits (the opposite of Assets). 

 

 In double-entry accounting, the accounting equation must always remain in balance. 

That is, the debits must always equal the credits. This means that, if you increase a 

debit, you must increase a credit, or if you decrease a debit, the credit must also 

decrease. 

 

Standard Practice for Handling Increases/Decreases in Accounts 

Transaction Journal Entry 

Assets Increase Debit 

Assets Decrease Credit 

Liabilities Increase Credit 

Liabilities Decrease Debit 

Owner’s Equity Increase Credit 

Owner’s Equity Decrease Debit 

 
 
EXAMPLE 
 
Jane Brody invested $40,000 in her business on 1 Jan 2006.  According to the guidelines 

above, an increase in an asset is a debit and an increase in owner’s equity is a credit. 

Therefore, the journal entry would look like: 

 

JOURNAL 
Date Entries Reference Debits Credits 

   Amounts 

01/01/06 Cash  $40,000  

 Owner’s 
Equity 

  $40,000 

(Owner invests $40,000 in cash) 
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If Jane Brody bought a computer, desk, and chair for the Book Nook on 5 Jan 2006 with 

company funds, the transactions would look like: 

 

JOURNAL 
Date Entries Reference Debits Credits 

   Amounts 

5/01/06 Computer  $2,300  

 Desk  $400  

 Chair  $200  

 Cash   $2,900 

(Purchase of assets with cash) 

     

 
 
IMPORTANT POINTS TO REMEMBER 
 
Debits must always equal the credits entered for each transaction.  

 
 
 

ASSIGNMENT 1 
 

Complete Exercises 9 – 12 in Chapter 1 of E-Z Accounting (pp. 8-12) 
 
 

 
The General Ledger 
The General Ledger contains all the accounts of the business. Each account has a separate 

page with a separate account number.  All the transactions that are recorded in the 

General Journal get transferred to the appropriate account in the General Ledger.  Each 

one of these accounts is assigned an account number for easy reference.  Normally, the 

Assets are the 100s, the Liabilities are the 200s, the Owner’s Equity is the 300s, the 

Revenues are the 400s, and the Expenses are the 500s. This listing of accounts is called 

the chart of accounts. 

 

For example, the General Ledger could contain a page for Cash – Account #100, another 

for Office Equipment – Account #101, Office Supplies – Account # 102, Owner’s Equity 

– Account # 300, Accounts Payable – Account #200, etc. The first three transactions 

would be recorded in the General Ledger as follows: 
 

Cash                                 Account #100 

Date Comments Ref. Debit 
Amount 

Date  Comments Ref. Credit 
Amount 

01/01/06  J-1 $40,000     

    05/01/06  J-1 $2,900 
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Office Equipment                                Account #101 

Date Comments Ref. Debit 
Amount 

Date  Comments Ref. Credit 
Amount 

05/01/06 Computer J-1 $2,300     

 Desk J-1 $400     

 Chair J-1 $200     

 
 

Owner’s Equity                                 Account #300 

Date Comments Ref. Debit 
Amount 

Date  Comments Ref. Credit 
Amount 

    01/01/06  J-1 $40,000 

        

 
Once entered into the General Ledger, the corresponding reference number would be 

entered in the General Journal as follows:  

 

JOURNAL 
Date Entries Reference Debits Credits 

   Amounts 

01/01/06 Cash 100 $40,000  

 Owner’s 
Equity 

300  $40,000 

(Owner invests $40,000 in cash) 

     

 
At the end of the month, the debits and credits in each account in the General Ledger are 

totaled.  If the debits = credits, there is no balance in the account; if the debits > credits, 

there is a debit balance, and if the debits < credits, there is a credit balance.  Debits and 

credits will probably not be equal for each account; when totaled together, however, they 

should balance (debits should equal credits). 

 
Trial Balance 
Also known as the worksheet, the trial balance is a list of all the accounts in the general 

ledger that have a balance other than zero. All the debits are listed along with all the 

credits, and they should balance (or equal). There are two reasons for preparing the trial 

balance sheet.  1)  If the debits and credits do not balance, then an error has been made 

when posting the transaction or when transferring the information to the general ledger; 

the error needs to be found and corrected.  2)  The trial balance also makes it easier to 

complete adjusting entries.  
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EXAMPLE 

The Book Nook 
Trial Balance 

(Before Adjusting & Closing Entries) 
December 31, 2006 

 

 Debits Credits 

Cash 21,363  

Accounts Receivable 5,316  

Inventory 29,500  

Prepaid Insurance 560  

Office Equipment 4,760  

Accounts Payable  2,000 

Loans Payable   1,000 

Owner’s Investment  9,089 

Retained Earnings  0 

Sales   95,000 

Cost of Goods Sold 24,500  

Insurance 1,250  

Office Supplies 2,560  

Bank Service Fees 480  

Wages 16,800  

 107,089 107,089 

 
Adjusting Entries 
In any business, there are normally financial events that are not recorded in the journal 

during the accounting period, but need to be recorded before the financial statements are 

prepared.  These transactions do not have specific dates; they are, however, financial 

realities that must be entered in order to keep the business’s records accurate.  These 

entries could include: accumulated depreciation, prepaid insurance, mortgage interest, 

and bad debts. After these entries are made in the general journal, they will be posted to 

the general ledger just like any other business transaction. 

 
Trial Balance After Adjustments 
Once all the adjusting entries are posted to the journal and general ledger, the accountant 

may prepare another trial balance.  This helps the accountant in preparing the necessary 

financial statements.  This Trial Balance would be noted as:  (After Adjustments, Before 

Closing). 

 
Closing Journal Entries 
Normally, accounting records are closed at the end of the year. Once all the closing 

entries have been posted, all the revenue and expenses accounts will have a zero balance. 

The purpose of the closing entries is to start the new year with only the revenues and 

expenses for that year. To bring the accounts to a zero balance, the account balance is 

first determined; then, this amount is placed on the opposite side of the account.  
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In conclusion  

 

For example, if the account balance is determined to be a debit of $350, the closing entry 

would be a credit of $350.00. 

 
Reversing Entries 
A reversing entry is required whenever an adjusting entry results in the creation of an 

account that normally does not have a balance during the year. The reversal entry will 

take place on the first day of the new accounting period and will be the exact amount of 

the adjusting entry on the opposite side of the account.  These entries simplify the 

bookkeeping process for the next accounting period.  

 
 
 
 

Steps in the Accounting Cycle 
 
 

1. Daily business transactions are entered in the journal. 

2. Journal entries are posted (transferred) to the general ledger accounts. 

3. The trial balance (worksheet) is prepared monthly.  

4. The trial balance after adjustments is prepared. 

5. Prepare the financial statements. 

6. Journalize and post adjusting entries. 

7. Journalize and post closing entries. 

8. Prepare a post-closing trial balance. 

 

 

For your reference … 
 

 For a more comprehensive list of accounting terms, please refer to the Glossary 

in E-Z Accounting (pp. 443-451). 

 

 The website, AccountingCoach.com is also a very useful resource for 

clarifying a wide variety of accounting terms and concepts: 
 
http://www.accountingcoach.com/  

 

 

 

ASSIGNMENT 2 
 

Complete the Mix & Match Quiz (handout from instructor) 
 

  
 

http://www.accountingcoach.com/

