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When managing a company's financial records, accurately preparing journal entries is essential for
maintaining clear and compliant accounting books. For Benson Company, Ltd., understanding how
to record various transactions ensures transparency, facilitates financial analysis, and supports
decision-making. In this comprehensive guide, we will explore how to prepare journal entries for a
series of transactions on Benson Company, Ltd.'s books using proper accounting principles and best
practices.

Understanding the Importance of Accurate Journal
Entries

Before diving into specific transactions, it's crucial to grasp why precise journal entries are vital:

The Foundation of Financial Accounting

Journal entries serve as the foundation for all financial statements. They record every financial
activity, ensuring the company's ledger accurately reflects the business's economic events.

Ensuring Compliance and Audit Readiness

Proper journal entries help maintain compliance with accounting standards such as GAAP or IFRS,
making audits smoother and reducing the risk of errors or penalties.

Supporting Business Decisions

Accurate records enable management to analyze financial performance, plan budgets, and strategize
for future growth.

Common Transactions and How to Record Them in
Benson Company, Ltd.'s Books

Now, let's examine typical transactions Benson Company, Ltd. might encounter, and how to prepare
the corresponding journal entries.



1. Capital Investment by Owner

Suppose the owner invests $50,000 cash into the business.
e Journal Entry:

Debit: Cash ...t i i i it s s s s s i $50,000
Credit: Owner's Capital ............ ..., $50,000

2. Purchasing Equipment with Cash
On buying equipment worth $20,000 cash.

e Journal Entry:

Debit: Equipment .........c i i i $20,000
Credit: Cash ... it i i i e et e et et et ees $20,000

3. Purchasing Inventory on Credit

Inventory worth $10,000 purchased on account.
¢ Journal Entry:

Debit: Inventory ......... . i, $10,000
Credit: Accounts Payable ............... ... $10,000

4. Selling Goods for Cash
Goods sold for $15,000 cash, with a cost of goods sold (COGS) amounting to $9,000.

¢ Sales Revenue:

Debit: Cash .. e $15,000



Credit: Sales Revenue .........ciiiiiiiinnnn $15,000

¢ Cost of Goods Sold:

Debit: Cost of Goods Sold .............ccvv.t. $9,000
Credit: Inventory ...ttt ittt s e e $9,000

5. Paying Expenses (Rent, Salaries, Utilities)
Suppose Benson Company, Ltd. pays $3,000 in rent, $2,500 in salaries, and $500 for utilities.

¢ Rent Expense:

Debit: Rent Expense ..........iiiiiiiiiiinnnnnns $3,000
Credit: Cash ..t i i it s s s ittt e $3,000

e Salaries Expense:

Debit: Salaries EXpense ..........coiiiiinnnnnnn. $2,500
Credit: Cash ...ttt i i it i s s s st e e e as $2,500

o Utilities Expense:

Debit: Utilities Expense ..........ciiiiiiinnnnnn $500
Credit: Cash ...t i i it s e s s et e $500

6. Borrowing Money from the Bank
Benson Company, Ltd. borrows $25,000 from the bank, with interest payable later.

¢ Journal Entry:

Debit: Cash ..o i s st e s $25,000
Credit: Notes Payable ........... ..t $25,000



7. Repayment of Bank Loan
Repaying $5,000 of the loan principal.

e Journal Entry:

Debit: Notes Payable .......... ... i, $5,000
Credit: Cash ...t i i i i ittt st it e e $5,000

8. Recording Depreciation Expense

Assuming equipment with a cost of $20,000 has a useful life of 10 years, and Benson Company, Ltd.
uses straight-line depreciation.

e Depreciation Expense for the Year:

Debit: Depreciation Expense ................. $2,000
Credit: Accumulated Depreciation ....... $2,000

Step-by-Step Process for Preparing Journal Entries

Understanding how to systematically approach journal entries is essential. Here's a step-by-step
guide:

Step 1: Identify the Transaction

Determine what event has occurred—sale, purchase, loan, expense, etc.

Step 2: Determine Which Accounts Are Affected

Classify accounts as assets, liabilities, equity, revenues, or expenses.

Step 3: Decide on Debit and Credit Entries

Apply the accounting equation: Assets = Liabilities + Equity. Debits and credits must balance.



Step 4: Record the Journal Entry

Write the entry with proper account titles, amounts, and the correct debit and credit sides.

Step 5: Post to the Ledger

Transfer the journal entry to the respective ledger accounts.

Best Practices for Accurate Journal Entries in Benson
Company, Ltd.

To ensure precision and compliance, follow these best practices:

Maintain Clear Documentation

Supporting documents such as invoices, receipts, and contracts should accompany each transaction.

Use Consistent Account Naming

Standardize account titles to avoid confusion and facilitate easier review.

Regularly Reconcile Accounts

Perform periodic reconciliations to verify the accuracy of recorded transactions.

Leverage Accounting Software

Utilize reliable accounting software to automate and minimize manual errors in journal entries.

Stay Updated on Accounting Standards

Ensure all entries comply with current accounting standards and regulations.

Conclusion

Preparing the journal entries for Benson Company, Ltd. requires a clear understanding of
accounting principles and meticulous attention to detail. By systematically identifying transactions,
applying correct debits and credits, and maintaining organized records, Benson Company can
ensure its financial statements are accurate and compliant. Whether recording capital investments,
purchases, sales, expenses, or financing activities, following structured procedures for journal
entries will help in achieving financial clarity and supporting the company's growth and success.



Remember, the key to effective accounting lies in consistency, accuracy, and thorough
documentation. Adopting these practices will ensure Benson Company, Ltd. maintains a reliable
financial record system that stands up to audits and informs sound business decisions.

Frequently Asked Questions

What are the initial journal entries to record the issuance of
common stock by Benson Company, Ltd.?

The entry would debit Cash and credit Common Stock for the amount received, e.g., Debit Cash,
Credit Common Stock.

How should Benson Company, Ltd. record the purchase of
equipment with a cash payment?

Debit Equipment and credit Cash for the purchase amount to reflect the acquisition and cash
outflow.

What is the journal entry to record a sale on credit for Benson
Company, Ltd.?

Debit Accounts Receivable and credit Sales Revenue to recognize the sale on credit.

How do you record the payment of salaries to employees in
Benson Company's books?

Debit Salaries Expense and credit Cash to reflect salary payments made.

What journal entry is made when Benson Company, Ltd. pays
dividends to shareholders?

Debit Dividends and credit Cash to record the dividend payout.

How should Benson Company, Ltd. record depreciation
expense on its assets?

Debit Depreciation Expense and credit Accumulated Depreciation to recognize asset depreciation.

What is the appropriate journal entry for borrowing funds via
a loan?

Debit Cash and credit Notes Payable or Loan Payable to record the borrowed amount.



How do you record the repayment of a loan in Benson
Company, Ltd.'s books?

Debit Notes Payable and credit Cash to reflect the loan repayment.

Additional Resources
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In the world of accounting, accurately recording transactions is fundamental to ensuring the
financial statements reflect the true financial position of a company. Benson Company, Ltd., a
thriving enterprise, has recently engaged in various transactions that require proper journal entries
to be recorded in its books. This article provides a comprehensive, step-by-step guide on how to
prepare these journal entries, ensuring clarity and adherence to accounting principles. Whether
you're an accounting student, a budding accountant, or a seasoned professional, understanding
these processes is crucial for maintaining accurate financial records.

Understanding the Importance of Proper Journal
Entries

Before delving into the specific transactions, it’s essential to appreciate why journal entries are the
cornerstone of accounting. They serve as the initial recording point for all financial activities,
ensuring that each transaction is documented with relevant details such as date, accounts affected,
and amounts involved.

Proper journal entries:

- Ensure accuracy in financial reporting

- Facilitate the preparation of financial statements

- Help in tracking the company's financial health

- Aid in audit processes by providing a clear audit trail

In the case of Benson Company, Ltd., meticulous recording of transactions not only maintains

compliance with accounting standards but also provides management with reliable data for decision-
making.

Types of Transactions and Their Journal Entries

Benson Company, Ltd. has engaged in various transactions, including sales, purchases, payments,



and adjustments. Each of these requires specific journal entries. Let’s explore typical transactions
and how to record them.

1. Sales of Goods on Credit

Scenario: Benson Company sells goods worth $10,000 on credit to a customer. The cost of goods
sold (COGS) is $6,000.

Journal Entry:

- Debit Accounts Receivable: $10,000
- Credit Sales Revenue: $10,000

(To record sales made on credit)

- Debit Cost of Goods Sold: $6,000
- Credit Inventory: $6,000

(To record the cost of goods sold)
Explanation:

The first entry recognizes revenue earned from the sale and the receivable to be collected. The
second adjusts inventory levels and records COGS, which impacts net income.

2. Purchase of Inventory with Cash

Scenario: Benson purchases inventory costing $4,000 paying cash immediately.
Journal Entry:

- Debit Inventory: $4,000
- Credit Cash: $4,000

(To record purchase of inventory paid in cash)

Explanation:
This transaction increases inventory assets while decreasing cash, reflecting the payment.

3. Payment of Expenses

Scenario: Benson pays $1,200 for office rent.



Journal Entry:

- Debit Rent Expense: $1,200
- Credit Cash: $1,200

(To record rent paid in cash)

Explanation:
Expenses reduce net income and are recorded as debits, while cash decreases accordingly.

4. Receipt of Cash from Customers

Scenario: Benson receives $8,000 cash from customers on account.
Journal Entry:

- Debit Cash: $8,000
- Credit Accounts Receivable: $8,000

(To record cash received from customers)

Explanation:
This transaction reduces accounts receivable and increases cash, reflecting collection activity.

5. Recording Depreciation

Scenario: Benson'’s equipment costing $50,000 with a useful life of 10 years, using straight-line
depreciation.

Annual Depreciation Expense: $5,000
Journal Entry:

- Debit Depreciation Expense: $5,000
- Credit Accumulated Depreciation - Equipment: $5,000

(To record annual depreciation expense)
Explanation:

Depreciation allocates the cost of equipment over its useful life, impacting income statement and
balance sheet.



Handling Specific Transactions with Adjustments and
Accruals

Not all transactions are straightforward; some require adjustments to adhere to the matching
principle or to reflect accrued or deferred items.

1. Accrued Salaries

Scenario: At year-end, Benson owes employees $2,000 in salaries not yet paid.
Journal Entry:

- Debit Salaries Expense: $2,000
- Credit Salaries Payable: $2,000

(To accrue salaries expense)

Explanation:
This ensures expenses are recognized in the period they are incurred, even if not yet paid.

2. Prepaid Insurance

Scenario: Benson pays $12,000 for a one-year insurance policy.
Initial Entry:

- Debit Prepaid Insurance: $12,000
- Credit Cash: $12,000

Monthly Adjustment (for one month):

- Debit Insurance Expense: $1,000
- Credit Prepaid Insurance: $1,000

(To record insurance expense for one month)

Explanation:
Prepaid expenses are allocated over time to match expense recognition with benefit received.



3. Recording Bad Debts

Scenario: Benson estimates $500 of accounts receivable will be uncollectible.
Journal Entry:

- Debit Bad Debts Expense: $500
- Credit Allowance for Doubtful Accounts: $500

(To record estimated bad debts)

Explanation:
This provision ensures receivables are presented at net realizable value, following prudence.

Utilizing Accounts for Accurate Record-Keeping

Accurate journal entries rely on a clear understanding of the accounts involved. Here are some key
accounts Benson Company, Ltd. might use:

- Assets: Cash, Accounts Receivable, Inventory, Prepaid Expenses, Equipment, Accumulated
Depreciation

- Liabilities: Accounts Payable, Salaries Payable, Notes Payable, Allowance for Doubtful Accounts
- Equity: Common Stock, Retained Earnings

- Revenues: Sales Revenue, Service Revenue

- Expenses: Cost of Goods Sold, Salaries Expense, Rent Expense, Depreciation Expense, Insurance
Expense, Bad Debts Expense

Proper classification ensures transactions are recorded correctly, facilitating accurate financial
analysis.

Conclusion: Ensuring Accuracy and Compliance

Recording transactions through proper journal entries is a vital process that underpins the integrity
of Benson Company, Ltd.’s financial records. From sales and purchases to adjustments and
depreciation, each entry must be carefully prepared, reflecting the company's economic activities in
accordance with generally accepted accounting principles (GAAP). By understanding the nature of
each transaction and the accounts involved, accountants can prepare precise journal entries that
serve as the foundation for reliable financial reporting.

As Benson Company continues to grow and diversify its operations, maintaining meticulous and
accurate journal entries will remain essential. It not only ensures compliance but also provides
management with the insightful data needed to steer the company toward sustained success.



Whether handling routine transactions or complex adjustments, a disciplined approach to journal
entries guarantees that Benson’s financial story remains transparent, accurate, and compliant with
standard accounting practices.

Prepare The Journal Entries To Record The Following
Transactions On Benson Company Ltd S Books Using

Prepare The Journal Entries To Record The Following Transactions On Benson Company Ltd S Books
Using

Related Articles

e Part (a) Can Hydro Energy Be Stored? What About Other Renewables? Why Does It
Matter?Part (b) What Are

e John Has Noticed That He Performs Better On Chemistry Exams When He Takes The Test
Sitting In The Same

e Please Help!! This Is Due By 11:59 Tonight!! [ Will Name You Brainliest!! It's For A Movie
Called Lord

Back to Home


https://sip.evo9x.com/ma26/prepare-the-journal-entries-to-record-the-following-transactions-on-benson-company-ltd-s-books-using.pdf
https://sip.evo9x.com/ma26/prepare-the-journal-entries-to-record-the-following-transactions-on-benson-company-ltd-s-books-using.pdf
https://sip.evo9x.com/ma26/part-a-can-hydro-energy-be-stored-what-about-other-renewables-why-does-it-matter-part-b-what-are.pdf
https://sip.evo9x.com/ma26/part-a-can-hydro-energy-be-stored-what-about-other-renewables-why-does-it-matter-part-b-what-are.pdf
https://sip.evo9x.com/ma26/john-has-noticed-that-he-performs-better-on-chemistry-exams-when-he-takes-the-test-sitting-in-the-same.pdf
https://sip.evo9x.com/ma26/john-has-noticed-that-he-performs-better-on-chemistry-exams-when-he-takes-the-test-sitting-in-the-same.pdf
https://sip.evo9x.com/ma26/please-help-this-is-due-by-11-59-tonight-i-will-name-you-brainliest-it-s-for-a-movie-called-lord.pdf
https://sip.evo9x.com/ma26/please-help-this-is-due-by-11-59-tonight-i-will-name-you-brainliest-it-s-for-a-movie-called-lord.pdf
https://sip.evo9x.com

