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CHAPTER
BOOKKEEPING SYSTEMS

BOOKKEEPING RECORDS. The key to good business mana-

gement is good bookkeeping records.

Bookkeeping re-
cords can show whether a business operates at a pro-

fit or at a loss. Studies show that the success or

the failure of a business may often be traced to the

kind of records that are kept.
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THE WORK OF THE ACCOUNTANT.

One who records all the
business affairs of a business

in an orderly manner
is called an accountant. An accountant must be - -
accurate, understand what he is to do and how he - -
'stematic,neat and rapid in his
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S DOOKKE€eping can manage obu-

ACCOUNTING CONCEPTS

The individual, an entire industry or government -
branch has to make de

FESOUTEES .

cisions on how to allocate its
Accounting aids these¢ decisions by Recor

ding, classifying, summarizing, and reporting busin-
ess transactions.

This definition makes it clear -

recor

rding of data, or Bookkeeping is only -
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the first step in the accounting process.

' i ed as --
The information provided by accounting 15 us

follows.
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ier reditors.
taxing authorities Suppliers, Creditor
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Indirect users. Labor unions, Stock exchanges,

sociati & of o8
nancial press, trade associations, ¢

i and i separate -
The field of accounting has expanded 1nto P

branches.
Branches.
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universities and juniol colleges
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deral,
in governmental accounting.
n enter
Private accounting. Accountants employed by a T
i i 86 e
prise to work on its own affairs are .engaged 1in pri

vate accounting.
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Public accounting. Accountants who offer their PpT

1 Te enga
fessional services to the public for a'fee @ ga




ged in public accounting.

Accountants.

The Branches of accounting.

There are six principal specialization ofiprivite &=

accounting these are indicated belw.

CONTROLLER

Costs Taxes Budgets Accounting Auditing Systems

These same specializations may be performed in other

branches of accounting. For example, auditing is -
performed by public accountants, by private accountan

ts who are called ‘internal auditors and by governmen

tal auditors.

The fundamental bookkeeping equation

® -
This equation is true of all balance sheets. It is
therefore known as the fuhdamental bookkeeping equa-

tion:.

Assets. Properties that are owned and have monetary

value: For Instance, Cash, buildings, office equip-
ment, accounts receivable, inventory.
Liabilities.

Amounts owed to outsiders,

These are Certified Public

accounts payable, notes payable, mortgage payable o

bonds payable.

The amount that would remain i1f all the =

=

apital.
a

1iabilities were paid is known as Capital. The amou
nt of the Capital-is obtained by subtracting the to-
tal liabilities from the total assets. Capital. The

interest of the owners in an enterprise.

Liabilities, Capital hese elements are Co-
Assets, Liabilities, Capital, These element
: 1 T 1 2 1e R
anected by a fundamental relationship Called the

bookkeeping or accounting cquation.
This equation expresses the equality of the assets on

one side with the claims of the creditors and owners

on the other side:

ASSETS =" LIABILITIES + CAPITAL

% - & - & . = (."
(Accoréing to the accounting equation, a firm 15 assu
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Jmed to possess its assets subject to the rights of )

the creditors and owners.

$ 150,000, owed credi-
$ 50,000. The -

business owned
$ 100,000, and

counting equation




ASSETS = LIABILITIES + CAPITAL
-

CASH J. KELLY CAPITAL

+ $ 5,000 + $ 5,000/

Transaction 2.- Bought supplies for Cash $ 300, In
this case, Mr. Kelly is substituting one asset for =

another: he is reciving (+) the asset Supplies and -
paying out (-) the asset Cash. Note that the capi-

tal of § 5,000 remains unchanged.

ASSETS = LIABILITIES + CAPITAL

SUPPLIES J. KELLY CAPITAL
«.§ 5,000
+ 300
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CASH + SUPPLIES + EQUIPMENT ACCOUNTS PAYABLE J. KELLY CAPITAL CASH + SUPPLTES + EQUIPMENT ACCOUNTS PAYABLE J. KELLY CAPITAL
. §4,700 $ 300 § 5,000 | $6,700 §300 § 2,500 § 2,500 $ 7,000
$ 2,500 $§ 2,500 | - 500 - 500 rent expenses
$ 4,700 + $ 300 + $ 2,500 = § 2,500 + $ 5,000 $ 6,200 + $ 300 + §$ 2,500 § 2,500 $ 6,500

Transaction 4.- Received § 2,000 in fees earned du-

ring the month. Because he received $.42,000, the - ; REVIEW

asset Cash increased and also his capital increased.

It 95 Admportant to not c that lle labels the § 2,000
! X 1. The phases of accounting are

fees income to show its origin.

ASSETS = LIABILITIES + CAPITAL 3 2. The accounting eduation is

CASH + SUPPLIES + EQUIPMENT ACCOUNTS PAYABLE J. KELLY CAPITAL |
' Items owned by a business - Ar Araty
$ 4,700 $ 300 § 2,500 $ 2,500 $ 5,000 . s that have monetary valua

2,000 2,000 Fees incan

$0 700 : 3300 27500 = §2,500 + $ 7,000

are hnown as

is the interest of the owner in a busi

Transaction 5.- Paid office rent for January § 500.

When the word "paid'" is stated, you know it means a ; . Money owed to an outsider is a

deduction from Cash, since he is paying out his asset

Cash. Payment of expense is a reduction of Capital. } . The difference between assets and liabilities is -

It is termed rent expense.

ASSETS = LIABILITIES + CAPITAL Financial events that occur in a business are ter-




