INDEX - indicio, senalj indice

OUGHT = deber

PURPOSE - propoésito o [in
PLANT ASSETS -aetivos. de fabrica
PROPERTY PLANT - propiedades del negocio

SOMETIMES - algunas veces

TAKEN - tomado

TWICE - dos veces, al doble, duplicadamente

USEEUE - 4t1d

o

WITHIN - dentro, adentro, demtro de

/
CHAPTER TIII

CLASSIFYING TRANSACTIONS

y b
After each transaction would be cumbersome and cos-
tly to prepare a new equation. An efficient way is
to classify the transactions according to items on
the balance sheet and income statement. The increa

ses and decreases are then recorded according to -

type of item by means of a summary called an account.

The "t'" Account

This account is known as the ''t" account because it
fesambles the letter "t'". This account has three -
parts (1) the name of the account and the account -
number (2) The debit side (left side), and (3) the

credit side (right side). The abbreviations for --

debit and credit are Dr. and Cr., respectively.

The Double - Entry System

-

When an amount is entered on the left side of an -

account, it is a debit and the account is said to -
be debited. When an amount is entered on the right
side, it is a credit and the account is said to be

Credited.




Increases and Decreascs

AL

receiving more supplies. We credit cash, because -

we are paying out cash.

Asset and expense increases are recorded as debits,
liability, capital and income increases are recorde
SUPPLIES ON HAND

. ~ e
as credits. Asset and expense decreases are recoy:

ded as credits,”liability, capital, and income de-§

creases are recorded as debits. R DR.

+
Example A:

$ 300 $ 300

= . ; - Yutaeren :

Fransaction 1.- Mr. Keclly opened his preactice inyg

\AUeY eSS > : =

ting $ 5,000 in cash.  The two accounts affected -
Cod% e Docu ey ae . P

dpe cash and Capital.  Remember that an increasc®

Transaction 3.- Bought equipment from Cindy Furnitu

-an asset (cash) is debited, and an increase in Capl re Company on account § 2,500. We are receiving an

tal is credited. asset (cquipment) and therefore debit equipment to

show the increase. We are not paying cash, but - -

creating a new liability, thereby increasing the -

CASH CAPTTAL liability account (accounts payable)

CR::

ACCOUNTS PAYABLE

. e EQU IPMENT

$ 5,000 $ 5,008

DR. ; DR. CR.

+ . +

Transaction 2.- Bought supp¥ies for cash $§ 300. Herf

g% 0500 $ 2,500

we are substituting one asset (cash) for another -

asset (supplies). We debit supplies because we are

i *,.)A&«Q
Transaction 4.- Rece‘ved $ 2,000 in fees earned du-
flecinid Nawow dias

NS o e




40

ringfthe month. In this case We are 1DL1£%:&F%thC

asset account cash, as we have received § 2,000 - -
en LoTRYTo ;
therefore, we debit it.
: : i A LA OD : {
tal; ¥et_we do not credit capdital. It 15 bctter =
PAANA L Qe 1S AMEA‘TAAL“S : =seo s el Jen
temporarily to separate the income from the ow eg A3
]
equity (capital) and creatc a new account,,Fcos In-
: R4l LB S04
come. MT es :\) #
ﬂp&’l ha,_)oﬁ-

ACCOUNTS PAYABLE

DR . CR.

+

§:5.000 18 3 $ 2,000

$ 2,000

Transaction S.b!Pngd office rent for January $ 500
i

we must doquﬁ%se the asset account cash, because -
we are paying out money. Therefore we credit it.
It is preferable to k“ep expenses sépalatcd from
the

owner's equity.

Therefore, we open a new account for the expenses
involved. The § 500 ,pbs entered on

the left side,

Rent Expenses.

We are increasing the capi

{mes called the code of accounts, = 4

as expenses d\crggsé owner s equity.

RINI EXPENSLS

CR.

+

$ 5,000 $ 300

$ 2,000 $ 500

Ace wode
arrangement of

sale®
Order of

Toda

accounts 1n the ledger. All

accounts of one kind are L122J5l1 l:'t!ho* in the -

clAse
lc*§ei. ftic e customary. to hav *'P’J“‘C groups
for assets,

es cbsTemhdd noi: ~

liabilities, p10p1|t1u;-h1p intome -

and expenses. Each of these groups is called, a dj-
A ltamupe ch 4;,175 ﬂ,l\ipﬁ.f <5 Hamado cnn
1-.]0]1 1C e er I alco a valuable sour e’
,‘\5 'S)u\ Libas (e "t Al TeW 5, ty8aTE \mi:“osa
0 1n10r%%t10n {3; managerial purposcs, L1V11P for
LZ daa (Mt acPesTTes ADMOW ‘1
examplc_ thL dmOUht of sales for the I“ri'on~1 of the ™
CA»T.QA‘_ { e LENTA Pon
cab&s 1anLeJdt theend of the peitod. Depending -
LP-h] l%r%‘x} Al einal 4ot poatedo
on>w ne d 01 ata processing 15 used.
Qﬂ,‘bc—‘b
A 1]91 ol wuaccounts that --

The chart of accounts.

fﬁOWS the arrangement of the accounts in the ledger

is called a Chart of Accounts. This method someti-

, listing of -
the accounts by title and numerical disignation./In

some companies the chart of accounts may run to hun
dred of items. :




#.

tihat

Numbering accounts in the ledper. Note cach

account number-has two divcits. st

~L
the

The digit indj

cates the division of Ledger; the second digid

indicates the number of the account within that divi

FHop-lor the office account is

14.

exanple, machines

The

num

bered st digrt; 1o andieates that the

iEhice machines account 15 an assot dcCount = Bhe

second digit, 4, indicates that the elfliecc machines

&

account is in the fourth account ip.the asset divi

ston.

Rl he muntber ol Cach dsset account starts witie Glhigest

enre A the nnnber-obeath: Fiabilit e account s with

the {ipure 2; the number of cach capital. account

WMith the fipure 3 the nunber ol oach fnocme  accou

with the [lptre 3; theé number ol cgel Jne ol

wiktheathe ThApure dsoand . the number oF Gichocxpii =0

account, with the figure 5. ,Whithin eagh

07! s ot g8

CONS CEM e

division -

the accounts arce numbered

The

]{ Yar nlnu :11

busqnessaig s

owner ol the

\,<’ Fhe- Twial Balance.
Qe

terested in rkul LT #intervals whether

he v o T c“wul ted

Yt

needed

his 11'untaaictinn in a profit or

Mid ol in the

the

the m!nrmnr ion is ledger

ce the ledger is summarized in trial balance, it
i5 possible calculate the

to amount of

tiv

the profit or

the

loss direc

amount of the

from the trial balan

account)

-

A3

ce. The modern method of unalvzing the trial balan-

A&caAND A
use da single sheot ‘ :
Qua hoak L2 Qafol
columns und\ to d[att ibute

qis to with

the

ce SiX Or MO-

SELS
re amount balances - -
number of columns -

used d og‘nd 5 on the 3\ ind and t ht.‘ Sameunh
ap e \\E‘\_. i "
pri qc*si.-.s < 'h_‘b‘" z AR

—shS

among thesc :nnmmt co]umnq, The

the cnter-

CmpRc-

Ehe traial
-‘.}.m_\ANHSd.
left of the
el t

.!Zq-

shalanece 95 hrlttvn in the columns

c bfﬂ@”‘”i‘-w—‘hw <o MN&';TA
Work shcet

foga deTnaball

at the -

gl work sheetr. “JThe work.sheet is a bookkeeper!s

Les AP S
permanent - =

working puperpr and- 15 not a o part of the

10 A\‘bdu\gh.. Tady v

yookkeeping I(LO];| It-may therefore be prepared --
AStT Atk el (o (,\m 1O ‘
.penc Ll E'hv thtc? purposc of the works sheet
3 taon el ¢ TTo=iTo PAG LA :
L L0 provide d sorting prbress. that makes it
Q do t\«.e..cm&\. PASCES T de me(ccerbm GUE e e

=3
bTe ln k\llLll]dt(‘ EhicEnralii b oF l4§l:~\vltll the minimum

> e Cis.&\'\-é
amount ol {he

with a

pPoOsSsi-

é_] Peadida :
work. work Shcet-also provides a. con-

method nl summarizing
< ﬂ.L,“:_n_,x’sk.\

providing the gccuracy
et S i e =)
PRapanci shAN CYACTIT®

venient the bookkeeping
Dol oF

ol= I calenlations. _
calculos g

recor -

ds and

SUMMARY

l.- Increcases in all liability accounts are

2Z.- Increases in

all capital accounts are




Increase in all income accounts are

Increases in all expense accounts are

showing the balance of each accouy

The schedule

at the end of the period is known as the L

The accounts comprise a record called a

(4 L

The left side of the account is known as the

, While the right side 1s the

Increases 1n all assets accounts are

ANSWERS:

o N O BN -
i R S e R e Bl e et

credited

credited

credited

debited

trial balance

ledger

debit side, credit side
debited

VOCABULARY " V

ARRANGEMENT -

ACCURACY - cuidado, exactitud

arreglo

BETTER - mejor
CONSECUTIVELY
CALCULATIONS -
CUSTOMARY -
CODE OF ACCOUNTS. -
CHART OF ACCOUNTS
CHIEF PURPOSE - objetivo primordial

consecutivamente

calculo

costumbre

catalogo de cuentas &

catalogo de cuentas

DEPENDING - dependiendo
DESIGNATION - seNalamiento, designacién
DIGIT - dipito, cifra

i B

EQUITY - capital, propiedad neta, equidad v/




ENTERED - asentado  1 RECORﬁED - registrado

ENTERPRISES - empresas .- REMEMBER - recordar
RECEIVING - recibiendo
RUN - introducir Y

KEEP - guardar
KIND - clase, tipo

SINCE - ya que, desde X

SCHEDULE - programa
SOURCE - creador, origen
5 STZE - tamano, medida
LETTER - letra, carta =;l SORTING PROCESS - proceso de separar

LEDGER - 1ibro mayor 32.- STARTS - empieza

NUMBER numer o TRIAL BALANCE - balanza de comprobacion L////

TEMPORARILY - temporal, temporalmente

OFFICE ACHINES - maquinas de oficina

VALUABLE - valioso

& - w :
RESEMBLES - se parece

WORK SHEET - hoja de trabajo




