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 Application of Double Entry in record keeping
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Task 1：Classifying accounts
Please classify the following accounts into different types.

	Hints:

	Accounting equation:

Assets = Liabilities + Capital


	
	Accounts
	Types
	
	Accounts
	Types

	1. 
	Bank loans
	
	2. 
	Machinery
	

	3. 
	Equipment
	
	4. 
	Furniture
	

	5. 
	Cash in hand
	
	6. 
	Bank
	

	7. 
	Loan from M. Ma
	
	8. 
	Motor car
	

	9. 
	Premise
	
	10. 
	Inventory
	

	11. 
	Creditor
	
	12. 
	Debtor
	


Task 2: Round-up
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Task 2：Proof reading
You are a very SMART F.4 Accounting student. (
You friend, Chris, wants you to check whether the accounts that he prepared are correct or not.
Discuss with your classmates. Indicate the mistakes and write down the correct answers. 
(Hint: There are totally 8 mistakes!)
The followings are the transactions that Chris needs to record.
( Write up the following transactions in the books of K. Chung:

2011

Nov 1
K. Chung invested $800,000 cash to commence her business.


2
Banked cash $400,000. 


3
The business purchased a premise for $400,000.  The business obtained a loan of 



$300,000 from the bank, the office being mortgaged to the bank as security.  
The balance was paid by cheque. 


4
K. Chung transferred her own car into the business.  
      

The car was valued at $100,000.


5
The business purchased goods on credit from A.Chan for $50,000.


6
Sold goods on credit to T. Lee for $10,000.


7
Returned some of the damaged goods to A. Chan of $5000.


8
T. Lee returned defective goods to the business of $1000.
9
The business purchased furniture and equipment for $100,000 by cash. 


10
Paid A.Chan $20,000 by cash.


11
Purchased goods from J. Chen for $10,000 in cash.

12
Sold goods for $20,000 cash to H. Kwan.



The followings are the accounts prepared by Chris. Please find out the errors that he made.
	
	Cash
	

	2011
	
	$
	2011
	
	$

	Nov 1
	Capital
	800,000
	Nov 9
	Furniture & equipment
	100,000

	Nov 2
	Bank
	400,000
	Nov 10
	A. Chan
	20,000

	
	
	
	
	
	

	
	
	
	
	
	


	
	Capital
	

	
	
	
	2011
	
	$

	
	
	
	Nov 1
	
	800,000

	
	
	
	Nov 4
	Motor Car
	100,000


	
	Bank
	

	
	
	
	2011
	
	$

	
	
	
	Nov 2
	Cash
	400,000

	
	
	
	Nov 3
	Premise
	400,000


	
	Premise
	

	2011
	
	$
	
	
	

	Nov 3
	Bank loan
	400,000
	
	
	

	
	
	
	
	
	


	
	Furniture & equipment
	

	2011
	
	$
	
	
	

	Nov 9
	Cash
	10,000
	
	
	


	
	Motor car
	

	2011
	
	$
	
	
	

	Nov 4
	Capital
	100,000
	
	
	


	
	Bank loan
	

	
	
	
	2011
	
	$

	
	
	
	Nov 3
	Premise
	300,000

	
	
	
	
	
	

	
	Purchases
	

	2011
	
	$
	
	
	

	Nov 5
	A. Chan
	50,000
	
	
	

	Nov 11
	J. Chen
	10,000
	
	
	


	
	A. Chan
	

	2011
	
	$
	2011
	
	

	Nov 7
	Returns outwards
	5,000
	Nov 5
	Purchases
	50,000

	Nov 10
	Cash
	20,000
	
	
	


	
	Sales
	

	
	
	
	2011
	
	$

	
	
	
	Nov 6
	T. Lee
	10,000

	
	
	
	Nov 12
	H. Kwan
	20,000


	
	T. Lee
	

	
	
	$
	2011
	
	$

	
	Sales
	10,000
	Nov 8
	Returns inwards
	1,000


	
	Returns outwards
	

	2011
	
	$
	
	
	

	Nov 7
	A. Chan
	5,000
	
	
	


	
	Returns inwards
	

	2011
	
	$
	
	
	

	Nov 8
	T. Lee
	1,000
	
	
	


	
	J. Chen
	

	
	
	
	2011
	
	$

	
	
	
	Nov 11
	Purchases
	10,000


	
	H. Kwan
	

	2011
	
	$
	
	
	

	Nov 12
	Sales
	20,000
	
	
	


































































































Each transaction must affect at least ___________ accounts.


Every debit entry must have a corresponding ____________ entry.


The accounting equation is always ______________.


Checking: (____________,( ______________, (_________________
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