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Part Two—TIdentifying Accountmg Concepts and
Practices

show whether each of the following statements is true or false. .

prepared. (p. 13)

. Directions: Place a T for True or an F for False in the Answers column to

Answers
L Accountmg is the language of business. (p.-4) R N
- 2, Keeping personal and business records separate is an apphcatxon of the busmess entxty o2
concept. (p. 6) o
3. Assets such as cash and supplies have value because they can be used to acquire other 3.
assets or be used to operate a business. (p. 7) ° _ o
: 4. The relatlonsl'up among assets, liabilities, and owner’s eqmty can be wntten as an 4.
equation. (p. 7) '
5. The equation is called the accountmg equahon and does not have to be in balance to be 5.

- correct. (p 7) . . o ‘
6. The sum of the assets and hablhtles of a business. always equals the mveshnent of the 6.
business owner. (p.7) . o
/7. Recording business costs in terms pf hours: requlred to. complete projects and sales in R
- terms of dollars is an application of the unit of measurement concept. (p. 9) s
. 8. The capltal account is an owner’s equity account.. (p-9 8.

9. If two amounts are recorded on the same side of the accounting equation, the equation 9.
- will no longer be i in balance. (p. 10) .

' 10. When a company pays insurance prenuums in advance to an insurer, it records the 10. -
’ payment as a liability because the insurer owes future coverage. (p. 10) o
'11. Wheri items are bought and paid for later this is referred to as buying on account. (p. 11) 11.
1?; When cash is paid on account, a lia'bility is increased. (p 11) a 12,
13. The Going Concem accountmg concept affects the way financial statements are 13.

'14. On a balance sheet, a single line means that amounts are to be added or subtracted. (p. 14) 14.
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Part Three—Analyzmg How Tran
an Accountmg Equation

Duechons For. each. of the' followmg transacnons,:select the two accounts S
m the accountmg equatlon that are changed if ea

8

3—4 Pa1d cash for supp
5-6, Pa1d cash for i ins
7-8. Bought supphes
1 9-10; Pald cash on acc
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