ASSETS = LIABILITIES + OWNER’S EQUITY


ASSET – anything of value that is owned





Normal Balance – DEBIT





LIABILITIES – an amount owed by a business





Normal Balance – CREDIT





OWNER’S EQUITY – the amount remaining after the value of all liabilities is subtracted from the value of all assets





	4 Types of Accounts





CAPITAL – used to summarize the owner’s equity; used to record


   Investments in the business by the owner





Normal Balance – CREDIT





DRAWING – used to record withdrawals by an owner for personal use that decreases the owner’s equity in the business





Normal Balance – DEBIT





REVENUE – records increases in equity through sales of goods or services





Normal Balance – CREDIT





EXPENSE – records decreases in equity due to costs involved in operating a business





Normal Balance – DEBIT








REMEMBER:





Increases to individual accounts are recorded on the normal balance side and decreases are recorded opposite.





All transactions must have DEBITS = CREDITS.





The accounting equation must always be in balance.





CREDIT





DEBIT








