Accounting Chapter 2
The Recording Process

l.  The Account
a. "T-Account" can be used to record cash, accounts receivable, supplies, equipment,

accounts payable, common stock, retained eamings, dividends, service revenue, rent
expense, salary expense
.. Left side is Debit; Right is Credit
b. 7 Kinds of Accounts
l. Assets, Liabilities, Common Stock, Retained Earnings, Dividends, Revenues,

Expenses
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Il.  Stepsin the Recording Process
&, Analyze each transaction for effects on accounts
e. Enter transaction in a journal (*journalizing”)
c. Transfer journal into to ledzers (“posting™)

*Debit then indent credits
Revenues= normal income
Other revenue= something unusual {lottery)

ll.  Trial Balance
3. Proves Debits= Credits
.  Prepare Financial Statements

3. |Income Staterment
b. Retained Earnings

c. Balance Sheet
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ANY ASSET HAS A NORMAL DEEIT BALAMCE. A DERIT WILL INCREASE THE ACCOUNT AND A CREDIT WILL DECREASE THE
ACCOUNT.

Ay LIABILITY HAS A MORMAL CREDIT BALAWCE. A CREDIT WILL INCREASE THE ACCOUMT AND A CEEIT WILL DECREASE THE

ACCOUNT.

CorMRMON STOCK HAS & NORMAL CREDIT BALANCE, £ CREDIT WILL INCREASE THE ACCOUNT AND A DEBIT WILL DECREASE THE
ACCOUNT.

RETAINED EARMINGS HAS A NORMAL CREDIT BALAMCE. A CREDIT WILL INCREASE THE ACCOUNT AND A DEEIT WILL DECREASE

THE ATTDUNT,

Dracenos HAS & MORMAL DEEIT BEALANCE. A DEEIT WILL INCREASE AN ACCOUNT AND & CREDIT WILL DECREASE THE
ACCOUNT.

REVEMUES HAS A MORMAL CREDIT BEALANCE. A CREDIT WILL INCREASE AN ACCOUNT AND & DEEIT WILL DECREASE THE

ACCOUNT.

ExPENSES HAS A NORMAL DEEIT BALAMCE. A DEEIT WILL INCREASE AN ACCOUMT AMD & CEEDIT WILL INCREASE THE
ACCOUNT.
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Hotel Accounting Inn Transactions

Jan. 2: The stockholders contributed $25,000 cash in exchange for common stock
Cash 25,000
Commeon Stock 25,000
Jan 5 Purchased equipment for $2,800
Equipment 2,800
Cash 2,800
Jan. 7: Rented 50 rooms and received 5,000
Cash 5,000
Revenues 5,000
Jan. 10: Purchased supplies on account $1,300
Supplies 1,300
Accounts Payable 1,300

Jan. 12: Group came, their bill was $3,100 and their company will pay next week
Accounts Receivable 3,100

Revenue 3,100
Jan. 18: Paid for supplies purchased on 10% of January
Accounts Payable 1,300
Cash 1,300
Jan. 28: Paid salaries $2,200 and Rent Expense $400
Salary Expense 2,200
Rent Expensa 400
Cash 2,600
Jan. 31: Paid dividends of $300
Dividends 300
Cash 300

*This can now be posted into T-Account Format



