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CHART OF ACCOUNTS

Construct a chart of accounts for a service business organized as a
proprietorship.

Demonstrate correct principles for numbering accounts.

Apply file maintenance principles to update a chart of accounts.

Complete the steps necessary to open general ledger accounts.
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AccouNT FORM (LEDGER)

X Used to summarize in one place all the changes to a single account
X A separate form for each account

X Remember, ajournal is PERMANENT
O No clear look at account balances




RELATIONSHIP OF T—ACCOUNT TO ACCOUNT FORM

Information needed to trace entry
back to journal page.

T Account

Debit side | Credit side

ACCOUNT ACCOUNT NO.

BALANCE
CREDIT
DEBIT | CREDIT

Necessary to
trace back to specific
entry Balance columns

Calculated after EACH entry




CHART OF ACCOUNTS

X Ledger
O Group of accounts

X General Leger
O All accounts needed to prepare financial statements

X Account Title
X Account Number



CHART OF ACCOUNTS Arranged by financial statement

Delgado Web Services
25402 Rimrock Road
Billings, MT 59102-1820

‘ CHART OF ACCOUNTS ‘

Balance Sheet Accounts Income Statement Accounts

(100) ASSETS (400) REVENUE !

Cash Sales

Petty Cash

Accounts Receivable—Main Street Services (500) EXPENSES «

Accounts Receivable—Valley Landscaping Advertising Expense

Supplies Cash Short and Over

Prepaid Insurance Communications Expense

Equipment Rental Expense
(200) LIABILITIES [nsurance Expense

210 Accounts Payable—Canyon Office Supplies Miscellaneous Expense

220 Accounts Payable—NMountain Graphic Arts Supplies Expense

(300) OWNER'S EQUITY
310 Michael Delgado, Capital
320 Michael Delgado, Drawing
330 Income Summary




AccOuNT NUMBERS

Delgado Web Services
25402 Rimrock Road
Billings, MT 59102-1820

CHART OF ACCOUNTS

Balance Sheet Accounts

(100) ASSETS
Cash

Petty Cast
Accounts |
Accounts |
Supplies

PrepaidIn - General ledger division

(200) LIABILITIES
210 Accounts Payable—Canyon Office Supplies
220 Accounts Payable—NMountain Graphic Arts

(300) OWNER'S EQUITY
310 Michael Delgado, Capital
320 Michael Delgado, Drawing
330 Income Summary

Income Statement Accounts

(400) REVENUE
410 Sales

B 0 Supplies

Location within general ledger

55U Insurance txpense
560 Miscellaneous Expense
570 Supplies Expense




AsSSIGNING ACCOUNT NUMBERS

X File maintenance
O Managing accounts by assigning account numbers and keeping
records up-to-date

X Unused accounts are not removed (historical data)
X Assets - liquidity (ability to turn to cash)
X Liabilities/Expenses - alphabetical



AssiGNING AccouNT NUMBERS

560 MISCELLANEOUS EXPENSE (EXISTING ACCOUNT)
565 PosTAGE EXPENSE (New AccouNnT)

570 SuPPLIES EXPENSE (EXISTING ACCOUNT)
580 WATER EXPENSE (NEw AccounT)




OPENING AN ACCOUNT IN THE GENERAL LEDGER (GL)

X Openingan
account
X GL arranged

same as chart
of accounts

account Cash AccounT No, 110

| BALANCE
DATE ITEM S DEBIT CREDIT

| -—-I-IIIII-IIIII-IIIII-IIIII
| N I I e
1 [ 000 I O [ (][] ]

1. WRITE THE ACCOUNT TITLE, CASH, AFTER THE WORD

ACCOUNT IN THE HEADING.
2. WRITE THE ACCOUNT NUMBER, 110, AFTER THE

WORDS AccouNT NMO. IN THE HEADING.




)

CHECK YOURSELF!

Describe the two parts of an account number.
1st digit = GL division
2"4/3rd digit = location in division

List the two steps for opening an account.
Date
1.  Write the account title,

2. Write the account number
1



POSTING FROM GENERAL
JouRNAL TO GENERAL LEDGER

« Post amounts from a general journal.
« Demonstrate how to prove cash.



POSTING A DERIT AMOUNT

X Posting
O Transferring information from general journal (GJ) to ledger
O Sorts transactions by each account

X Unused accounts are not removed (historical data)
X Assets - liquidity (ability to turn to cash)
X Liabilities/Expenses - alphabetical



PosTiING DEBIT AMOUNT TO LEDGER

GENERAL JOURNAL
POSTREF—

DoC.
No. | REF "

Cash R1 00

Michael Delgado, Capital

ACCQUNT TITLE DEBIT

account Cash AccounTt No. 110

BEALANCE
DATE

DEBIT CREDIT

Jdi. 0/0/0[00

1. Write the date. 4. \Write the new account balance.

2. Write the journal page number. 5. Return to the journal and write the
3. Write the debit amount. account number.




PosTiING CREDIT AMOUNT TO LEDGER

GENERAL JOURNAL

DATE ACCOUNT TITLE g

| 20--
| Jan, {
I

2

1 L (S
. Michael Delgado, Capital
_—

accbunt Michael Delgado, Capital AccounTt No. 310

BALANCE
‘ DATE ITEM EOST DEBIT CREDIT

REF. CREDIT

a2 | G I-Illllllw 0|0/ 00|
T ]

1. Write the date. 4. Write the new account balance.
2. Write the journal page number. 5. Return to the journal and write the
3. Write the credit amount. account number.



PosTtiNg DEBIT AMOUNT TO Accor!NT WiTH BALANCE

GENERAL JOURNAL pace 1

DOC.| POST.
ACCOUNT TITLE NO.

Remember! GL ACCOUNT BALANCE
Dr + Dr =Dr
Cr+Cr=Cr

Dr + Cr = can be Dr or Cr (whichever is more!) e e

' | creom |

T e[l TTTT | [afelsloo I-nlll
Gt | [2200) L] [3jslslo0

1. Write the date. 4. Write the new account balance.
2. Write the journal page number. 5. Return to the journal and write the
3. Write the debit amount. account number.



PosTiNG DEBIT AMOUNT TO Accourt WiTH CREDIT BALANCE

GENERAL JOURNAL pace 1

DOC.| POST.
ACCOUNT TITLE NO.

Remember! GL ACCOUNT BALANCE
e—Cany Dr + Dr = Dr

Dr s Crece
9 Dr + Cr = can be Dr or Cr (whichever is more!) -

CREDIT

T Rl [TTT | Tlejolw]
T R A

1. Write the date. 4. Write the new account balance.
2. Write the journal page number. 5. Return to the journal and write the
3. Write the debit amount. account number.



JourNAL PAGE WITH POsTING COMPLETED

GENERAL JO!

s
ounts Payable—Canyon O
mis Payable—Canyon O,

Cash

: Equipment Rental Expense
C

mtain Graplic Arls




GENERAL LEDGER WITH POsSTING COMPLETED

Jeiii.

e sccouns Accounts Recervable—Main Strect Services account we 130
) REF. Lol DEMTY | CREDT 1
Gl 2 |0|oj0 00 200000 il CATE iz e ol Lol oEn T omED |
2 | &l LiLl | (HGE0e] 118351000 |11 | || ydii. |12 | g1 | Islolojon | [slololoa! [ |

(ie. Cash-dr. GL balance is
usually dr.)




ENERAL LEDGER WITH P0OSTING COMPLETED

sccoust Cash Short and Crver

sccoust Michael Delgado, Capital

cHEDI

2lojolo

account wo JI0

000

— i

s Michael Delgado, Drawing

are o |
|| sai. |16
3

caeoiT

1305]0]on]
8 .00{00|

1
sccount e 320

mALaNCE

cREDIT

aceount Incame Sumary

secount wo. 33

BALANCE

cHEDIT

account Sales

scoount wo, 410

account no. 520

BaLANCE

1]00]

cunr Communications Expense

PawT

nRRaT

| Gl

RECI

1 18,2

oare

| Jaine. |10 I

crEmT

11 ]0fo[o

BALAREE
oEmr cmEDIT

1 [1]ololoo]

12
16
18
o
oo
|31

5(0[0[o0
0|00

1]6|0l0/00]
0.0, 0]

sccount Advertising Expense

sccoust wo. 310

BALARCE

s il

sccounr Equipment Rental Expense

Jam. |15

4[0[0/00
5|1|0 o

account na 540

BALAREE

5415 00

seeave Ingurance Expense

asesunr ue 550

BALANEE
CREDIT

e

sccoust Miscellaneons Expense

accousT wo. 560

I

rosT.

BALANCE

.‘1

illii -

accoust wa 370

BALANCE
DEmT cREDIT




ProviNGg CasH

X Proving Cash
O Ensure amount of cash in Cash Account agrees with balance
shown in checkbook (on Check Stub)

AccounT Nno. 110

Tk
BALANCE
DATE ITEM S DEBIT CREDIT
REF. DEBIT | CREDIT

SUBTOTAL
AMOUNT THIS CHECK
BALANCE CARRIED FORWARD
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CHECK YOURSELF!

List the five steps of posting from the general
journal to the general ledger.

Date

Journal Page in Post Ref.
Debit/Credit amount
Debit/Credit Balance

IN JOURNAL - account number in POST
REF

22

When both debit and credit amounts
have been posted to an account, what
determines whether the balanceis a
debit or a credit?

Which ever amount is larger (debit or
credit) - just like adding
positive/negative numbers

Which two amounts are compared when
proving cash?

Cash balance in checkbook and cash
balance in ledger
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JOURNALIZING CORRECTING ENTRIES
AND CORRECTING POSTING ERRORS

« Analyze incorrect journal entries and prepare correcting entries.
« Demonstrate how to correct errors made during the posting process.

23



MEMORANDUM (MEMO) FOR CORRECTING ENTRY

X Correcting entry
O Entry to correct an incorrect journal entry
O MEMO is prepared as source document for proof

A cash payment of 812000 for Advertiing
Marchs 31 20~ was dobtted in ever G

7 P
Miscdllenesns Lyoense




JOURNAL ENTRY TO RECORD A CORRECTING ENTRY

April 17. Discovered that a payment of cash for Advertising Expense
advertising in March was journalized and posted in error I 120.00 |

as a debit to Miscellaneous Expense instead of
Advertising Expense, $120.00. Memorandum No. 15.

NMaAaAllarmnAaAaiia CunAanAaa

Remember, correct errors in a
way that won’t cause questions!

17| Advertising Expense 11/2|0| 00

28 28
o] | Miscellancous Expense 1 ] [ sai2[o]oof
sof | 1 BN




CORRECTING AN ERROR IN POSTING TO THE WRONG ACCOUNT

Remember, GL accounts
are
permanent — professionals
Will USE INK

1. Draw a line through the entire incorrect entry.

2. Record the posting in the correct account.
Recalculate the account balance.



CORRECTING AN INCORRECT AMOUNT

account Miscellaneous Expense AccounT no. 540

BALANCE

CREDIT

May| 6| | co |lolaisié I-IIIII-!! L]
I= i | | lsloloo] | [slolos] |si3iotde] | ] |
| I I A AN

1. Draw a line through the incorrect amount.

2. Write the correct amount just above the incorrect amount in the
same space.

3. Recalculate the account balance.



CORRECTING AN AMOUNT POSTED TO THE WRONG COLUMN

account Miscellaneous Expe:-zse AccounTt No. 540

BALANCE
DATE ITEM POST. DEBIT CREDIT
REF. DEBIT CREDIT
20--

_I-E oide) | ||| | |a5 E-IIIII
0| |dsloloo] | sloloo] lal3loldst | | || |

4. Draw a line through the incorrect item in the account.
5. Record the posting in the correct amount column.
6. Recalculate the account balance.



CHECK YOURSELF!

What is a correcting
entry?
A journal entry made to

correct an error in the
ledger

When is a correcting
entry necessary?

When a transaction has
been improperly
journalized and posted
to the ledger

What are the three steps for correcting an incorrect
amount posted to an account??

1. Oraw a line through the incorrect amount.

2. Write the correct amount just above the correctionin
the same space.

3. Recalculate the account balance.

What are the three steps for correcting an amount
posted to an incorrect column??

1. Oraw a line through the incorrect item in the account.
2. Record the posting in the correct amount column.
3. Recalculate the account balance.
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