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IDENTIFY ACCOUNTS

CASH JANE
CAPITAL

ASSET EQUITY

INCREASED INCREASED

ACCOUNTING EQUATION

ASSETS = LIABILITIES + OWNER’S EQUITY

+$2,000
CASH JANE,CAPITAL=

+$2,000=

EXAMPLE

Purchased delivery equipment, 
$1,200 cash

IDENTIFY ACCOUNTS

EQUIP. CASH

ASSET ASSET

INCREASED DECREASED

ACCOUNTING EQUATION

ASSETS = LIAB. + O. E.

($1,200)
CASH =

=
+ EQUIP.

+$1,200

Right hand side
of equation is 
not affected

+

Use parentheses

EXAMPLE

Purchased deliver equipment 
on account, $900
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IDENTIFY ACCOUNTS

EQUIP. ACCOUNTS 
PAYABLE

ASSET LIABILITY

INCREASED INCREASED

ACCOUNTING EQUATION

ASSETS = LIABILITIES + OWNER’S EQUITY

+ $900

EQUIP. =

=

ACCOUNTS 
PAYABLE
+ $900

No effect on
Owner’s Equity

EXAMPLE

Made $300 payment on equipment 

IDENTIFY ACCOUNTS

CASH ACCOUNTS 
PAYABLE

ASSET LIABILITY

DECREASED DECREASED

ACCOUNTING EQUATION

ASSETS = LIABILITIES + OWNER’S EQUITY

( $300)

CASH =

=

ACCOUNTS 
PAYABLE
( $300)

No effect on
Owner’s Equity

###OWNER’S EQUITY 
TRANSACTIONS

DECREASE

EXPENSES

DRAWING

INCREASE

REVENUES

INVESTMENTS
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EXPENSE EXAMPLE

Paid rent for 
month, $200

IDENTIFY ACCOUNTS

RENT 
EXPENSE

CASH

EQUITY
EXPENSE

ASSET

DECREASE / 
INCREASE

DECREASE

WHAT CHANGED?

RENT 
EXPENSE

CASH

Increase in EXPENSE
will decrease OWNER’S EQUITY

ACCOUNTING EQUATION

ASSETS = LIAB. + OWNER’S EQUITY

( $750)

CASH =

=

WAGES 
EXPENSE

+$750
( $750)

REVENUE ON ACCOUNT

$600 services on account

IDENTIFY ACCOUNTS

DELIVERY 
FEES

ACCOUNTS 
RECEIVABLE

EQUITY
REVENUE

ASSET

INCREASE INCREASE
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ACCOUNTING EQUATION

ASSETS = LIAB. + OWNER’S EQUITY

+$600

ACCTS. 
RECEIVABLE

=

=

CONSULT. 
FEES

+$600

CUSTOMER PAYMENT

Received $750 in cash for services 
performed in previous transaction

IDENTIFY ACCOUNTS

CASH ACCOUNTS 
RECEIVABLE

ASSET ASSET

INCREASE DECREASE

ACCOUNTING EQUATION

ASSETS = LIAB. + O. E.

+$750
CASH =

=
+ ACCTS. REC.

($750)

DRAWING EXAMPLE

Jesse withdrew $150

IDENTIFY ACCOUNTS

JANE, 
DRAWING

CASH

EQUITY
DRAWING

ASSET

DECREASE /
INCREASE DECREASE
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Jessica Jane’s Campus Delivery
Income Statement

For Month Ended June 30, 2009

Detail column

Jessica Jane’s Campus Delivery
Income Statement

For Month Ended June 30, 2009

Revenues
Delivery Fees $2,150

First item at the top of
a column should include 

“$”

Jessica Jane’s Campus Delivery
Income Statement

For Month Ended June 30, 2009

Revenues
Delivery Fees

Expenses
Wages Expense
Rent Expense
Telephone Expense

Total Expenses

$2,150

$ 650
200
50

900

Underline before totaling

Jessica Jane’s Campus Delivery
Income Statement

For Month Ended June 30, 2009

Revenues
Delivery Fees

Expenses
Wages Expense
Rent Expense
Telephone Expense

Total Expenses
Net Income

$2,150

$ 650
200

50
900

$1,250

Jessica Jane’s Campus Delivery
Income Statement

For Month Ended June 30, 2009

Revenues
Delivery Fees

Expenses
Wages Expense
Rent Expense
Telephone Expense

Total Expenses
Net Income

$2,150

$ 650
200

50
900

$1,250

Double underline 

Jessica Jane’s Campus Delivery
Income Statement

For Month Ended June 30, 2009

Revenues
Delivery Fees

Expenses
Wages Expense
Rent Expense
Telephone Expense

Total Expenses
Net Income

$2,150

$ 650
200

50
900

$1,250

All numbers positive
No minus sign or parentheses
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Jessica Jane’s Campus Delivery
Balance Sheet
June 30, 2009

Assets Liabilities
Cash $   370
Accounts Receivable 650
Supplies 80
Prepaid Insurance 200

Delivery Equipment 3,600

$4,900Total Assets

Accounts Payable

Owner’s Equity
Jessica Jane, Capital

$1,800

3,100

Total Liabilities and
Owner’s Equity $4,900

It Balances!!!

INPUT

Transactions 
provide the 
necessary 

input

PROCESSING

•Identify accounts

•Enter transaction

•Verify balance

OUTPUT  
INCOME 

STATEMENT
REVENUES

minus

EXPENSES
equals

NET INCOME

STATEMENT OF 
OWNER’S EQUITY

BEGINNING CAPITAL
plus

INVESTMENTS
plus

NET INCOME
minus

WITHDRAWALS
equals

ENDING CAPITAL

OUTPUT
BALANCE SHEET

ASSETS
equal

LIABILITES
plus

OWNER’S EQUITY 
(Ending Capital)

End of Chapter 2!


