Journal Entries Practice Problems
With Answers

Journal entries practice problems with answers are essential for accounting
students and professionals aiming to master the fundamentals of recording financial
transactions accurately. Proper journal entry practices help ensure the integrity of
financial statements, facilitate audit processes, and build a strong foundation for more
advanced accounting concepts. This comprehensive guide offers a collection of practice
problems with detailed answers to reinforce your understanding of journal entries,

ranging from basic transactions to more complex scenarios.

Understanding the Basics of Journal Entries

Before diving into practice problems, it’s crucial to understand what journal entries are
and how they function within the accounting cycle.

What is a Journal Entry?

A journal entry is a record of a financial transaction in the accounting books, capturing
the accounts affected and the amounts involved. Each journal entry consists of:

1. Date of the transaction

2. Accounts involved

3. Debit and credit amounts
4. Description or narration

Basic Principles of Journal Entries

- For every transaction, total debits must equal total credits. - Debits are recorded on
the left side; credits on the right. - Accounts are classified as assets, liabilities, equity,
revenue, or expenses. - Correct account classification is essential for accurate recording.

Practice Problems with Answers

The following problems are designed to test your ability to prepare correct journal

entries for various transactions.

Problem 1: Initial Capital Investment

Scenario: John invests $10,000 cash into his new business. Question: Record the journal

entry for this transaction. Answer: Date: [Transaction Date] Debit: Cash
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........................................ $10,000 Credit: Capital (Owner’s Equity) ............ $10,000
Description: Investment of cash by owner into the business.

Problem 2: Purchase of Equipment on Credit

Scenario: The company purchases equipment valued at $5,000 on credit. Question:
Record the journal entry. Answer: Date: [Transaction Date] Debit: Equipment
................................. $5,000 Credit: Accounts Payable .................... $5,000 Description:
Purchased equipment on credit.

Problem 3: Sale of Goods for Cash

Scenario: The business sells goods worth $2,000 in cash, with a cost of goods sold at
$1,200. Question: Record the journal entries for both the sale and cost of goods sold.
Answer: Sale of Goods: Date: [Transaction Date] Debit: Cash ..........c.ccooviiiiiiiiiininn..

$2,000 Credit: Sales .....c.cceeviviiiiiiiiiiiinn. $2,000 Description: Cash sales of goods.
Cost of Goods Sold: Date: [Transaction Date] Debit: Cost of Goods Sold .............. $1,200
Credit: Inventory ..........cccceeevvennnnen. $1,200 Description: Record cost of goods sold.

Problem 4: Payment of Expenses

Scenario: The business pays $800 for rent and $200 for utilities. Question: Record the
journal entries. Answer: Rent Expense: Date: [Transaction Date] Debit: Rent Expense

......................... $800 Credit: Cash ..........c.ecceeeveeveveeinennen..... $800 Description: Paid rent
for the month. Utilities Expense: Date: [Transaction Date] Debit: Utilities Expense
.................. $200 Credit: Cash .......cccceevvvvviveivneineinnnnne... $200 Description: Paid utility

Problem 5: Borrowing from the Bank

Scenario: The business takes a loan of $15,000 from the bank. Question: Record the
journal entry. Answer: Date: [Transaction Date] Debit: Cash ..........cccoviviiiiiiiiiiiininnn,
$15,000 Credit: Bank Loan Payable ............ $15,000 Description: Borrowed cash from
the bank.

Problem 6: Paying Off a Loan

Scenario: The business repays $5,000 of the bank loan. Question: Record the journal
entry. Answer: Date: [Transaction Date] Debit: Bank Loan Payable ............ $5,000
Credit: Cash .....cooevviiiiiiiiieeeen, $5,000 Description: Repayment of bank loan.

Problem 7: Receiving Payment from Customers

Scenario: The business receives $1,000 from customers for services rendered. Question:



Record the journal entry. Answer: Date: [Transaction Date] Debit: Cash
........................................ $1,000 Credit: Accounts Receivable .......... $1,000 Description:
Received payment from customers.

Problem 8: Paying Salaries

Scenario: Salaries amounting to $3,000 are paid to employees. Question: Record the
journal entry. Answer: Date: [Transaction Date] Debit: Salaries Expense ..................
$3,000 Credit: Cash ..ccooveviviiiiiiiiiiiieiieieaans $3,000 Description: Paid salaries to
employees.

Advanced Practice Problems

To enhance your skills, try solving these more complex scenarios.

Problem 9: Prepaid Expenses

Scenario: The company pays $1,200 for a one-year insurance policy. Question: Record
the initial payment and the adjusting entry at year-end assuming one month has passed.
Answer: Initial Payment: Date: [Transaction Date] Debit: Prepaid Insurance ..............
$1,200 Credit: Cash ......cccevviiiiiiiieiiiieeeene, $1,200 Description: Paid annual insurance
premium. Adjusting Entry (for one month): Date: [Year-End] Debit: Insurance Expense
............ $100 Credit: Prepaid Insurance .......... $100 Description: Recognize one month
of insurance expense. (Calculation: $1,200 / 12 months = $100 per month)

Problem 10: Depreciation of Assets

Scenario: The business owns equipment costing $12,000 with an estimated useful life of
4 years and no salvage value. Question: Record the annual depreciation expense.
Answer: Date: [Year-End] Debit: Depreciation Expense .......... $3,000 Credit:
Accumulated Depreciation .... $3,000 Description: Record annual depreciation expense.
(Calculation: $12,000 / 4 years = $3,000 per year)

Tips for Effective Practice of Journal Entries

- Always analyze the transaction carefully before recording. - Ensure debits and credits
are balanced. - Use proper account titles and classifications. - Maintain consistency in
recording. - Review entries for accuracy and completeness.

Conclusion

Practicing journal entries with answers helps reinforce your understanding of
fundamental accounting principles. Regular practice with a variety of scenarios ensures
you develop the skills needed to record transactions accurately and efficiently. Whether
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you’'re preparing for exams, managing real-world accounting tasks, or seeking to
improve your bookkeeping skills, working through these problems will build your
confidence and proficiency in journal entries. Remember, the key to mastering journal
entries is consistent practice, attention to detail, and understanding the logic behind
each transaction. Keep practicing, and you'll become more comfortable with the nuances
of recording financial activities effectively.

Journal Entries Practice Problems with Answers: A Comprehensive Guide to Mastering
Accounting Fundamentals

Mastering journal entries is a fundamental step in understanding accounting principles.
Whether you're a beginner or looking to sharpen your skills, practicing journal entries
problems helps reinforce the concepts of recording financial transactions accurately. In
this guide, we'll explore various practice problems with answers, providing step-by-step
explanations to enhance your comprehension and confidence in preparing journal
entries.

Why Practice Journal Entries?

Journal entries practice problems with answers serve as an essential tool in grasping the
mechanics of recording business transactions. They allow you to:

1. Understand the nature of different transactions

2. Develop accuracy in debits and credits

3. Recognize the impact of transactions on financial statements
4. Prepare for exams or real-world accounting tasks

Basic Concepts of Journal Entries
Before diving into practice problems, it's important to review key concepts:

Debits and Credits

1. Debits increase asset or expense accounts and decrease liabilities, equity, or income
accounts.

2. Credits increase liabilities, equity, or income accounts and decrease assets or
expenses.

The Accounting Equation
Assets = Liabilities + Equity
Journal entries ensure this equation remains balanced after each transaction.

Types of Transactions

1. Asset purchase
2. Sale of goods/services



3. Payment of expenses

4. Receipt of revenue

5. Loan borrowing or repayment

6. Owner investments or withdrawals

Practice Problems with Answers

Below are a series of journal entry practice problems categorized by difficulty level,
each accompanied by a detailed solution.

Beginner Level Problems

Problem 1: Purchasing Supplies with Cash

Transaction: On January 10, the company purchases office supplies costing $500 in cash.
Required: Record the journal entry.

Solution:

1. Supplies (Asset) increase — Debit Supplies $500
2. Cash (Asset) decreases — Credit Cash $500

Journal Entry:

| Date | Account Title | Debit | Credit |

111

| Jan 10 | Supplies | 500 | |

| | Cash | | 500 |

Problem 2: Borrowing Money from the Bank

Transaction: On January 15, the company borrows $10,000 from the bank, signing a loan
agreement.

Required: Record the journal entry.
Solution:

1. Cash (Asset) increases — Debit Cash $10,000
2. Loan Payable (Liability) increases — Credit Loan Payable $10,000

Journal Entry:
| Date | Account Title | Debit | Credit |

111
| Jan 15 | Cash | 10,000 | |

| | Loan Payable | | 10,000 |
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Intermediate Level Problems
Problem 3: Providing Services on Credit

Transaction: On January 20, the company provides services worth $2,500 to a client, on
credit.

Required: Record the journal entry.

Solution:

1. Accounts Receivable (Asset) increases — Debit Accounts Receivable $2,500
2. Service Revenue (Income) increases — Credit Service Revenue $2,500

Journal Entry:

| Date | Account Title | Debit | Credit |

111

| Jan 20 | Accounts Receivable | 2,500 | |

| | Service Revenue | | 2,500 |

Problem 4: Paying Expenses with Cash

Transaction: On January 25, the company pays $1,200 for rent.
Required: Record the journal entry.

Solution:

1. Rent Expense (Expense) increases — Debit Rent Expense $1,200
2. Cash (Asset) decreases — Credit Cash $1,200

Journal Entry:

| Date | Account Title | Debit | Credit |

111

| Jan 25 | Rent Expense | 1,200 | |

| | Cash || 1,200 |

Advanced Level Problems

Problem 5: Issuing Shares for Cash

Transaction: On February 1, the company issues 1,000 shares at $15 each for cash.
Required: Record the journal entry.

Solution:

1. Cash (Asset) increases — Debit Cash $15,000



2. Share Capital (Equity) increases — Credit Share Capital $15,000

Journal Entry:

| Date | Account Title | Debit | Credit |

111

| Feb 1 | Cash | 15,000 | |

| | Share Capital | | 15,000 |

Problem 6: Paying Dividends

Transaction: On February 10, the company pays dividends of $2,000.
Required: Record the journal entry.

Solution:

1. Dividends (Reduction of Retained Earnings) increase — Debit Dividends $2,000
2. Cash decreases — Credit Cash $2,000

Journal Entry:

| Date | Account Title | Debit | Credit |
111

| Feb 10 | Dividends | 2,000 | |

| | Cash || 2,000 |

Tips for Effective Practice

. Start with simple transactions: Focus on basic asset, liability, and equity transactions.
Analyze each transaction: Identify which accounts are affected and whether they are
debited or credited.

Use T-accounts: Visualize how accounts are impacted.

Double-check your work: Ensure the debits equal credits.

N =

Practice regularly: Consistency enhances understanding and retention.

oUW

Review solutions thoroughly: Understand why each entry is made.
Common Mistakes to Avoid

1. Incorrect debits and credits: Always verify the nature of the account.

2. Ignoring the transaction context: Ensure the journal entry reflects the actual event.

3. Forgetting to record transaction dates: Proper dating helps in chronological record
keeping.

4. Neglecting to balance entries: Total debits must equal total credits in each journal

entry.
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Conclusion

Journal entries practice problems with answers are invaluable for developing a solid

foundation in accounting. By systematically working through diverse scenarios—from

simple purchases to complex transactions—you build the skills necessary to accurately

record and interpret financial data. Remember, consistent practice, attention to detail,

and understanding the underlying principles are key to mastering journal entries.

Whether you're preparing for exams or managing real-world accounts, this

comprehensive guide aims to serve as a reliable resource on your accounting journey.

Happy practicing!

Questions & Answers About journal entries practice

problems with answers

N Question Answer
o

1 | What is the purpose of Practicing journal entry problems helps students
practicing journal entry understand how to record financial transactions
problems? accurately, ensuring proper accounting records

and compliance with accounting standards.

2 | How do I approach solving Begin by analyzing the transaction details, identify
journal entry practice the accounts affected, determine whether they
problems? increase or decrease, and then record the

appropriate debits and credits accordingly.

3 | Can you provide an example | Sure! For example, if a company makes a cash sale
of a common journal entry of $1,000, the journal entry would be: Debit Cash
problem? $1,000; Credit Sales $1,000.

4 | What are some common Common mistakes include mixing up debits and
mistakes to avoid when credits, forgetting to record both sides of the
practicing journal entries? transaction, and not referencing the transaction

details carefully.

5 | Where can I find practice You can find practice problems with solutions in
problems with solutions for accounting textbooks, online educational platforms,
journal entries? and accounting practice websites that offer step-

by-step solutions.

6 | Why is it important to check | Checking your journal entries helps ensure
your journal entries after accuracy, reinforces understanding of accounting
practicing? principles, and improves your ability to identify and

correct mistakes before recording in the ledger.

journal entries, accounting practice problems, bookkeeping exercises, accounting

journal questions, financial entries practice, accounting problems with solutions, journal

entry examples, accounting exercises with answers, bookkeeping practice questions,

accounting practice tests
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