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Lesson Objectives
= Tointroduce the other account types available in QuickBooks
= Tolearn how to track credit card transactions in QuickBooks
= Toreconcileacredit card account
» To see how to make acredit card payment

» Todiscussthe different types of asset and liability accounts you can create and see
how to track assets and liabilities in QuickBooks.

= Tointroduce the subject of equity and QuickBooks equity accounts

Notes
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Other Account Types in QuickBooks

In this lesson, you’ll learn about these types of QuickBooks Accounts:
= Credit card accounts—Used to track transactions you pay for with a credit card.

= Asset accounts— Used to track both current assets (those assets you’re likely to
convert to cash or use up within one year, such as inventory on hand) and fixed
assets (such as long-term notes receivable and depreciabl e assets your business
owns that aren’t liquid, such as equipment, furniture, or a building).

= Liability accounts—Used to track both current liabilities (those liabilities
scheduled to be paid within one year, such as sales tax, payroll taxes, and short-
term loans) and long-term liabilities (such as loans or mortgages scheduled to be
paid over terms longer than one year).

= Equity accounts—Used to track owner’s equity, including capital investment,
draws, and retained earnings.

Notes
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Entering Credit Card Charges

QuickBooks lets you choose when you enter your credit card charges. Y ou can enter credit
card charges when you charge an item or when you receive the bill. Y our choice depends on
whether you like to enter information into QuickBooks incrementally or all at once. The
advantage to entering charges when you charge an item is that you can keep close track of
how much you owe. In addition, if the charge isfor a particular job, you can keep track of
how much you’re spending on that job.

Toenter acredit card charge:

1. From the banking menu, choose Enter Credit Card Charges.

- Enter Credit Card Charges - CalOil Card E|@|g|
@ previous [ nes [ save | L Find 59 Download Card Charaes =] Journal | ] Attach

Credit Card | il Care Ending Balance 7102
(®) PurchasefCharge () Refund/Credit
Credit Canl Purchase/Chame Manage your business
expenzes with QuickBooks
Purchased From w Date 12/15/2015 . Platinum Plus for Buziness
MasterCard
Ref Mo,

7 Learn More

Amount 0.00

[Mema

Are you ready to pay & bill from this credit card compary?

Expenses S $0.00 [ Items $DDD
Accaunt Aok Memo Custamer:Job Billable?
A
a
[ Clear Splits “ Recaloulate ] [ Save & Close ][ Save & Mew ][ Clear ]

N

In the Credit Card field, select CalOil Card from the drop-down list.

In the Purchased From field, select Bayshore CalOil Service from the drop-down
list.

Click in the Amount Field, and then double-click to select the entire amount.

w

Type 30 and then press Tab.
Click the Expenses tab.
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7. Inthedetail area, click the Account column and assign the charge to the Automobile:

Fuel expense account.

B=1ES

I Enter Credit Card Charges - CalOil Card
& previous B Next E Save a Find 589 Download Card Charges =] Journal

v | Ending Balance 71,02

| - Attach

Credit Card | Caloi Card
() purchasefCharge () Refund/Credit

Credit Cand Purchase/Chame | Manage your business
| expenzes with GuickBooks
purchased From  Bayshore CalQil Service w Date 12152015 . Platirum Pluz for Business
MasterCard

Ref Mo,

Amount 30,00 7 Learn More

Ienna
Are you ready ko pay a bill From this credit card company?
Expenses $30.00 | Items $0.00 |
Account Amournk Merno Customer:Job  Gillable? |
Automobile:Fuel % 30,00 » |‘\
s

[ Save & Close ] L Save & Mew J [ Clear ]

[ Clear Splits ][ Recaloulate ]

8. Click Save & Closeto record the transaction and close the window.

Notes
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Reconciling a Credit Card Statement

Toreconcileacredit card statement:

1. From the Company menu, choose Chart of Accounts.
2. Click CalQil Card inthelist onceto select it.

3. Click the Activities menu button, and then choose Reconcile Credit Card.

Begin Reconciliation

Select an account to reconcile, and then enter the ending balance from vour account skatement.

Account | Caldil Card “ | last reconciled on 11252015,

Staterment Date E'IZSFE?]

Beqginning Balarce 135,50 What if my beqinning balance doesn't match my stakement?

Ending Balance i |

Enter any finance charge.

Finance Charge  Date Accounk
[0.00 | |o8jzarz011 [E] v

[ Locate Discrepancies ] ’ Undo Last Reconciliation ] [ Continue ] [ Cancel ] ’ Help

4. Inthe Statement Date field, enter 12/15/2015.
5. Inthe Ending Balance field, type 101.02.
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6. Click Continue.

“E Reconcile Credit Card - CalOil Card

For period: 12/25/2015 []Hide transactions after the statement's end datei

Charges and Cash Advances Payments and Credits

4 | Date - Ref # Payes Amount < | Date ~ | Ref# Payes Type Amount
| 12/03,/2015 Bayshore ... 23.50] 12/02/... Cal0il C... [CHK 135.80]
12/12/2015 Bayshore ... 47.52
12/15/2015 Bayshore ... 30.00

Highlight Marked Mark 4l l ’ Lnrnark All ] [ 5o To Calurmns ko Display...

Beqginning Balance 135.50 Modify Finance Charge 0.00

Items you have marked cleared
0 Pavments and Credits 0.00 Ending Balance 101.02

0 Charges and Cash Advances 0,00 Cleared Balance 135.80
Difference 34,78

Reconcile Mow ]’ Leave

Notes
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Marking Cleared Transactions

To mark thetransactions as clear ed:

1. Inthe“Charges and Cash Advances” section of the window, select al three charges.

2. Inthe “Payments and Credits” section of the window, select the 12/02/15 payment for

$135.80

"% Reconcile Credit Card - CalQil Card

For period: 12/25/2015

Charges and Cash Advances

B[i=E

[] Hide transactions after the statement's end date

Payments and Credits

| Date - Fef # Payee

< [12/0312015 Bayshore ..,
< 121242015 Bayshore ...
F

| Date =

[ 12/15/2015 Bayshore ...

Ref # Paves Type Armounk

Highlight Marked Mark &l ] [ Unimnark Al ] [ G0 To ]

Beginning Balance
Items you have marked cleared
1 Pavments and Credits
3 Charges and Cash Advances

3. Click Reconcile Now.

Columns bo Display, .,

135.580 Madify Finance Charge 0.00

135.80
101.02

Ending Balance 101.02
Cleared Balance 101.02
Difference 0.00

[ Reconcile fow ][ Leave

Make Payment

The outstanding balance an this account is

£101.02, To pay all or a portion of this armount,

select the payment bvpe and click O, To leave the

balance in the reconciled account, click Cancel,
Payrent

{®) Wdrite a check For payment now:

) Enter a bill for payment later

K

Cancel

Help
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4. For thisexercise, you want to write a check for payment now, so leave that option
selected and click OK.

Select Reconciliation Report

Zongratulakions! Your account is balanced, All marked
itemns have been cleared in the account reqister,

Select the bype of reconciliakion repart vou'd like to see.
[:} Surmmary
) Detail
© Eath
To wiew this report at a laker bime, select the Report
meny, display Banking and then Previous Reconciliakion,

I Display ” Brint... ” Close ]

5. Inthe Select Reconciliation Report window, select Detail and then click Display.
6. Click OK at the message QuickBooks displays.
7. Review the report and then close it.

Notes
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Paying a Credit Card Bill

Towriteacheck for the bill now:

In the Write Checks window, make sure Checking is listed as the bank account.

Click in the Pay to the Order of field and select CalOil Company as the name of the
credit card company.

3. Click the To be printed checkbox to select it.

& Write Checks - Checking |Z||E|E|
&l previous [ Next ESave @Print < %:I_Find =] Journal [ﬂ Attach

Bank, Account |Che|:kjng “ | Ending Balance 46,423.98

Mo, Ta Print

Date 12/15/2015 .

Pay ko the Order of Caldi Company + 101,02

OnEhUndrEanEandDZ,”.DD********************************** Dallars

Calil Compary
PO Box 626
Address | mMiddlefield Ca 94452

Expenses $101.02 | Items

Account Arnount Memo Customer: Job Eillable?
Caloil Card 101.02

l Clear Splits ] [ Recalculate ] [ Save & Close ” Save & hew H Clear

4. Click Save & Closeto record the transaction.
5. Close the chart of accounts.

Notes
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Working with Asset Accounts

An Other Current Asset account tracks assets that are likely to be converted to cash or used
up within one year. If you buy and sell inventory, the value of al your inventory on hand is
usually shown in an Other Current Asset account called something like “Inventory Asset.”
Other current assets might include treasury bills, certificates of deposit, prepaid expenses,
prepaid deposits, reimbursable expenses, and notes receivable (if due within one year).

A Fixed Asset account tracks assets your business owns that are not likely to be
converted into cash within ayear. A fixed asset is usually something necessary for
the operation of your business, like atruck, cash register, computer, or photocopier.

To set up an Other Current Asset account:
1. Onthe Home page, click Chart of Accounts.

2. Click the Account menu button, and then choose New.

3. Click Other Account Types and choose Other Current Asset from the drop-down
list.

I Add Mew Account: Choose Account Type |Z||E|r'5__<|

% Choose one account type and click Cantinue.

Zategorize money your business earns or spends

O Income Other Current Asset
) Expense Account
Tracks the walue of things that can

be converted to cash or used up
within one vear, such as:

r, krack the value af your assets and liabilities

) Fized Asset {(major purchases)

{:} Bank * Prepaid expenses

* Emplovee cash advances
0 Loan = Inventory
) Credit Card = Loans From your busingss
{:} Equity

Mare...
{*) Other Account Types  |[EET= eI ap =T
Heln me chonse the right account bype, Contiriue l [ Cancel

4. Click Continue.

5. Inthe Account Namefield, type Prepaid rent.
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"7 Add New Account = ||

HTFI Account Type |0ther Current Asset v

Account Mame | prepaid rent|

[ subaccount of |

Qpkional
Description

Account Ko, |

Tax-Line Mapping | <Unassigned > v | How do I choose the right bax line?

[ Enter Opening Balance. .. ] Should T enter an opening balance?

[ Save & Close ] [ Save & Mew ] [ Cancel

6. Click Enter Opening Balance.
7. Inthe Opening Balance field, type 6000 and then select the date 12/14/2015.

Enter Opening Balance: Other Current Asset Account

Enter the balance this account had on the day before vour QuickBooks start date.

= Attention: If this account did not have a balance before vour
\y GQuickBooks start date, click Cancel and use a bransaction to put money
in this account, Example transactions

Opering Balance |6,DDD.DD | asof |12114Ir2015 |
[ [a]4 ] [ Cancel ] [ Help ]
8. Click OK.

9. Click Save & Close.
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Setting Up Asset Accountsto Track
Depreciation

Fixed assets are equipment or property your business owns that are not for sale. Since they
last along time, you don’t completely charge their cost to the year in which you buy them.
Instead, you spread their cost over several years. But because fixed assets wear out or
become obsolete, their value declines constantly from the day you purchase them. The
amount of thisdeclinein valueis called depreciation.

To set up asset accountsto track depreciation on a new trailer purchased by Rock
Castle Construction:

1. Inthe chart of accounts window, click the Account menu button, and then choose
New.

Sdlect Fixed Asset and click Continue.
In the Account Namefield, type Trailer.
Click Save & Close.

& Chart of Accounts [ZHE@

Balance Tokal Atkach

-

+Trucks Fixed Asset 24,852.91
+Jriginal Cosk Fixed Asset 33,852.91
+Depreciation Fixed Asset -9,000,00

+Pre-paid Insurance COther Asset 1,041.85

«fAccounts Pavable Accounts Payable 30,739,358

s+ QuickBooks Credit Card Credit Card 70,00
+BCC Dept #1 Credit Card 45.00
+BCC Dept #2 Credit Card 25.00
+QBCC Dept #3 Credit Card 0.00

s Caldil Card Credit Card 0.00

¢Direct Deposit Liabilities Cther Current Liahi, 0,00

+Payroll Liabilities COther Current Liabi. .. 3,302.06

focount T Activities "” Reports '” Attach ]

Notes
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Setting Up Asset Accountsto Track
Depreciation
To add subaccounts:

1. Inthe chart of accounts window, click the Account menu button, and then choose
New.

2. Select Fixed Asset and click Continue.
3. Inthe Account Name field, type Cost.
4. Select the “Subaccount of” checkbox, and select Trailer asthe parent account.
5. Leave the opening balance blank.
~! Add New Account |Z| |E| E|
F[Tr Accourt Type |Fixed Asset b
Account Mame |Depreciatian
Subaccount of “I'railer w
Optional
Description
Moke |
Tax-Line Mapping | <Unassigned: w | Hows do I choose Ehe right bax line?
’ Enter Opening Balance. .. l Should T enter an opening balance?
Save & Close l [ Save & hew ] l Cancel

6. Click Save & New
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7. Repeat steps 3, 4, and 5 to add a second subaccount to the Trailer fixed asset account.
Call the subaccount Depreciation, and |eave the opening balance blank.

1 Add New Account

[ml Account Type | Fixed Asset ~

Account Marmne | Cost

Subaccount of “I'railer !
Optional
Description
Mote |
Tax-Line Mapping |=:Unassigned:> v | How do I choose the right Eax line?
[ Enter Opening Balance. .. l Should T erter an opening balance?

[ Save & Close ] [ Save B Mew ] [ Cancel ]

8. Click Save & Close to save the Depreciation subaccount.

& Chart of Accounts g

Mame F  Type Balance Total Akkach
+Retainage Cther Current Asset 2,461.80
+Undeposited Funds Cther Current Asset 2,124.00
+Trailer Fixed Asset 0,00
+Depreciation | |Fixed Asset | .00
+Cosk Fixed Asset 0.00
+Trucks Fixed Asset 24,852,91
+0riginal Cosk Fixed Asset 33,852.91
+Depreciation Fixed Asset -9,000,00
#Pre-paid Insurance Cither fsset 1,041,585
+Accounts Pavable Accounts Payvable 30,739,358
¢ QuickBooks Credit Card Credit Card 70.00
+0BCC Dept #1 < |Credit Card 45,00
+CBCC Dept #2 & |Credit Card 25,00

Accounk 'y ackivities '][ Feports 'H Aktach ] Include inactive

Notes
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Entering Depreciation Transactions

To enter atransaction for depreciation:

In the chart of accounts, select the Depr eciation subaccount for the trailer.
Click the Activities menu button, and then choose Use Register.
In the Decrease column, type 1300 and press Tab. Thisis the depreciation amount.

Eal A .

In the Account field, select Depreciation Expense from the drop-down list

. Trailer:Depreciation

& Goto.. | & Print.. [ Edi Transaction CuickReport

Type Accounk Merno

CBX

Dake Ref Pavee Decrease J Increase Balance

1211542015 [E] ~ ||1,300.00

GEMIRML bepreciation Expense W

Splits Ending balance
[ t-Line

0.00

Sart by |Date, Type, Mumber/... V| Record ] [

Restare

5. Click Record.
6. Close the register window.

Notes
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Tracking aLoan with aLong-Term Liability
Account

A Long-term Liability account tracks debts that your businessis not likely to pay off within a
year. The most common long-term liabilities are loans that you expect to pay off in more
than one year.

Tracking a loan with along-term liability account:

1. Inthe chart of accounts, click the Account menu button, and then choose New.

2. Inthe Add New Account window, select Other Accounts Types and then choose
Long Term Liability from the drop-down list.

3. Click Continue.
In the Account Name field, type Trailer L oan.

1 Add Mew Account

|'|"|T Account Type |Long Term Liability

Account Name | Traier Loar|

[ subaccount of |
Optional
Description
Account Mo, |
Tax-Line Mapping | <Unassigned: v | How do T choose the right bax line?
[ Enter Opening Balance. .. ] Should I enter an opening balance?

[ Save & Close l [ Save & Mew ] l Cancel

5. Do not enter an Opening Balance.
6. Click Save & Close.

® Chart of Accounts

Balance Total Attach

o Trailer Loan | lLong Term Lishiity | 0.00] [
+Bank of Anycity Loan Long Term Liability 19,932.65 i
+Equipment Loan Long Term Liability 3,911.32
+Mote Payable Long Term Liability 3,440,583
+Truck Loan Long Term Liability 5,662,358
+Opening Bal Equity Equity -15,321.16 ="
<+ Owner's Equity Equity 19,000.00

+Owner's Contribution Equity 25,000,00

+Ownet's Draw Equity -6,000.00
+Retained Earnings Equity
=+Mileage Income Income
+Construction Income

+Discounts given Income %

[ Accounk '.I[ Activities '” Reports '” Attach ]
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Tracking aLoan with aLong-Term Liability
Account

Because thisis anew loan, you are either receiving money to deposit in your bank account or

receiving anew asset. In this example, you received an asset (the new trailer), so you need to
show an increase in the asset’s Cost account.

Torecord an increasein the asset’s Cost account:

1. Inthe chart of accounts, double-click the Trailer:Cost subaccount.

%, Trailer:Cost

: Go ko, @ Print... @ Edit Transaction QuickRepork

[rate Ref Payee Decrease < Increase EBalance
Type Account Memo
12/15/2015 I v 30,000.00
GEMNIRML |I[railer Loan b ‘I

Splits Ending balance 0.00
[ 1-Line

In the increase field, type 30,000.
In the Account field, select the Trailer Loan liability account.

=, Trailer:Cost

% Goto.. | £FHPrint.. [ Edit Transaction QuickRepart

Date l Ref j Payes | Decrease _-/_ Increase i Balance
Type Accounk Mermo

127152015 [E]|r- iy
GEMIRNML (iTrailer Loan M| Memo

i [[Cecrease 30,000.00 ‘

Splits Ending balance 0.00
[ 1-Line
50rtby [pate, Type, Numberf... ¥ | Record ] [_Restore

4. Click Record.
5. Close the register window.
6. Closethe chart of accounts.

Notes
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Tracking aLoan with aLong-Term Liability
Account

Y ou can enter the Trailer on the Fixed Asset Item list. Tracking fixed assets using the Fixed
Asset Item list enables you to record such information about an asset as purchase date and
price, whether the asset was new or used when purchased, and the asset's sale price if you
decideto sdll it. You can also generate customizable reports listing all your fixed assets.

To create afixed asset item:

1. From the Lists menu, choose Fixed Asset [tem List.

E. Fixed Asset Item List E”E|E|

FaM Mumber | Purchase Date Purchase Descri,, | Accounk Akkach
21999 Likility Tr... 104011999 1999 Likility Truck. 30,250.00
%2000 Pickup 0a/15/2000 2000 Pickup truck

L Item '=|[ Ackivities '][ Reports '][ Atkach ]

2. Click the Item menu button, and select New.

=
| g | Use For property vou purchase, track, and may eventually sell. Fixed
L | assets are longHived assets, such as land, buildings, Furniture,

equipment, and vehicles,

Asset Namefhumber Asset Account

[l | v| Custom Figlds
Purchase Infarmation Sales Infarmation speling

Purchase Description Ttemis () new (Jused  Sales Description [ ttem is sold

=1 e

Date | j Sales Date . =] [ tkem is inactive

Cost | 0.0 Sales Price 1 |

Yendor[Payes !7| Sales Expense \ .00

Asset Information
Asset Description

Location P Mumber Serial Number ‘Warranty Expires

Hotes

3. Inthe Asset Name/Number field, type Trailer.
Enter the following information to complete the Purchase Information section:

= |temis: New

= Purchase Description: Trailer

= Date: 12/15/2015

= Cost: 30,000

» Vendor/Payee: East Bayshore Auto Mall
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Hew Item E| |§| rg|

(o]
Use for property wou purchase, track, and may eventually sell, Fixed

assets are long-ived assets, such as land, buildings, Furniture,

C |
equipment, and vehicles.
Asset Mame/Mumber Asset Account
|Trailer | | v | Custorn Fields
Purchase Information Sales Information Speling
Putchase Description Themis (8 mew (Jused  Sales Description [ 1temm is sold
[ Traler | | |
Date |12/15/2015 [E] Sales Date =] [] Ttem is inactive
Cost 30,000,00 Sales Price LRl

vendar/Paves |East Bayshore auta Mal| | Sales Expense

Asset Information
Assek Description

Location PO Mumber Serial Number Warranty Expires
i Il I
Maotes

5. Enter the following information to complete the Asset Information section:
= Asset Description: White trailer with company logo
» Serial Number: 123456789
=  Warranty Expires: 12/15/2020

Notes

6. From the Asset Account drop-down list, choose Trailer:Cost.
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MNew ltem

Asset InFormation
Asset Description

e
; IUse For property wou purchase, track, and may eventually sell. Fixed
|F|xed Assel ) L ;
assets are long-lived assets, such as land, buildings, Furniture,
equipment, and vehicles.
Asset Mame/Mumber Asset Account
|Trailer | “I'railer:Cu:ust w | Zustom Fields
Purchase InFormation Sales Information Spelling
Purchase Description Ttemis (®)new ( Jused  Sales Description [ 1tem is sold
|Trailer | | |
Date 12{15/2015 o Tl [ 1tem is inactive
Cost 30,000.00 Sales Price
YendarPayes |East Bayshore Auto Mall Sales Expense

|'l.-'l.-'hite trailer with company logo

Location PO Mumber Serial Mumber \Warranky Expires
| [l | | 123456780 || 1271572020 [E]
Mates

7. Click OK.

8. Closethe Fixed Asset Item list.

Notes

Recording a payment on aloan
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When it's time to make a payment on aloan, use the Write Checks window to record a check
to your lender. Assign part of the payment to aloan interest expense and the remainder to
loan principal.

Torecord a payment on aloan:

From the Banking menu, choose Write Checks.
In the “Pay to the Order of” field, type Great and then press Tab.
For the dollar amount of the check, type 500.00.

el I .

Click in the Account column on the Expenses tab and choose the I nter est Expense:
L oan Interest expense account from the drop-down list.

5. Inthe Amount column highlight the amount that QuickBooks prefilled and then type
225.00.

6. Assign the remainder of the expense ($275.00) to the Trailer L oan liability account.
CEX

& Write Checks - Checking
@ previous [ Next [ 5ave &hmint »  FiFind S Journal (] Attach

Bank Account | Checking ~| EndingBalance 46,322,096
Mo, Ta Prink
Date 12/15/2015 [H]
Pay to the Order of Great: Statewide Bank hd 4 E00.00
Fi\‘.ehundredandDDJ’IDD*************************************Dollars
Great Statewide Bank
P.0, B 522
Address | Bayshare Ca 94326
Memo
| Expenses $5l]l:l.l:ll1—| Ttems $0.00 nlinie Payment To be printed
Account Amount Memo Customer:Job | Billable? | |
Inkerest ExpenseiLoan Interest 225,00 | |
Trailer Loan v 275.00 v £}
|
[ Clear Splits ] [ Recalculate ] [ Save & Close ] [ Save & New ] [ Clear ]

7. Click Save & Close to record the payment.

When you record the transaction, QuickBooks automatically updates the accounts affected by
this transaction:
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= Inyour checking account, QuickBooks subtracts the amount of the check from your

balance.
» Inthe expense account that tracks interest, QuickBooks enters the interest amount as

an increase to your company's interest expense.
= |Inthe Trailer Loan liability account, QuickBooks subtracts the principa amount from

the current value of the liability (reducing the amount of your debt).

Notes
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Lesson 5: Using Other Accountsin QuickBooks

Review questions

1.

Accumulated depreciation istypically set up as what type of account in QuickBooks?

a A subaccount of afixed asset account

b A subaccount of a current asset account
¢ A subaccount of aliability account

d An expense account

Equity type accounts would be used to track which of the following?

a Capital investments
b Draws

¢ Retained Earnings
d All of the above

Which of the following would likely be considered along-term liability?

a Vehicleloan

b Accounts payable
¢ Rent

d Credit card account

Retained Earnings is defined as which of the following?

a The amount of money that a business retains for paying its employees
b The earnings from non-essential business services

¢ The amount of interest saved from paying off aloan early

d The accumulation of a company’s net income or loss from its start date

Which of the following would not decrease the value of a company’s equity?

a The company paying corporate dividends

b The company incurring a net loss for the fiscal year

¢ An owner drawing money out of the company

d The company taking aloan out to purchase a new asset

Lesson 5: Using Other Accountsin QuickBooks
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Review activities
Assume that the owner of Rock Castle Construction has taken out aloan and purchased a

computer system for $15,000. He wants to track the accumulated depreciation and cost of the
system in two separate fixed asset accounts.

1. Create afixed asset account called Computer System and two subaccounts—one for
Cost and one for Accumulated Depreciation.
2. Create along-term liability account to track the loan.

Enter the amount of the loan as an increase in the asset’s Cost account. Assign the
transaction to the loan liability account.
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Answers to review questions

1. Accumulated depreciation istypically set up as what type of account in QuickBooks?

v a A subaccount of a fixed asset account
b A subaccount of a current asset account
¢ A subaccount of aliability account
d An expense account

2. Equity type accounts would be used to track which of the following?

a Capital investments

b Draws

¢ Retained Earnings
v d All of the above

3. Which of the following would likely be considered along-term liability?

v a Vehicleloan
b Accounts payable
¢ Rent
d Credit card account

4. Retained Earningsis defined as which of the following?

a The amount of money that a business retains for paying its employees
b The earnings from non-essential business services
¢ The amount of interest saved from paying off aloan early
v d The accumulation of a company ’s net income or loss fromits start date

5. Which of the following would not decrease the value of a company’s equity?

a The company paying corporate dividends
b The company incurring anet loss for the fiscal year
¢ An owner drawing money out of the company
v d The company taking a loan out to purchase a new asset
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