Notes for Accounting
Chapter 3
Week 5
Assignments:

	Date
	Classwork
	Homework

	Monday

10/1
	Go over Section 3-1 notes
	Ethics Reflection (due Thursday)

Exercises: 3.1, 3.2, 3.5
Problems: 3.1B

 (due Tuesday)

	Tuesday

10/2
	Go over Section 3-2 notes
	Exercises: 3.4
Problems: 3.1A, 3.2A (parts #1 - #3 only)
(due Thursday)

	Thursday

10/4
	Finish business proposal
	

	Friday

10/5
	Quiz on Chapter 3
	Read Chapter 2 (pages 25 – 30)


Study Guide:

· Chapter Summary (page 50)

· Demonstration Problem (pages 50 – 51)

· Glossary (pages 51 – 52)

· Self-Test (page 52, answers on page 60)
· Questions for Discussion (page 52)

Section 3-1: T-accounts
Objectives:

· Record transactions on T-accounts
· Identify normal balance side of an account

Vocabulary:

· Normal Balance – the side on which increases are recorded and usually where the balance appears
· Contra Account – an account that decreases the balance of a related account

Concepts:

· A T-account is a chart that can be used to analyze business transactions. A template for a T-account is shown below. 
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In addition to totaling each side, the two totals must then be combined to calculate the balance. To do this, subtract the smaller total from the larger. The difference is called the balance. The balance is written on the side with the larger total under the total and labeled “Balance” or “Bal.” 
· Ignore what you know about the words “debit” and “credit.” In accounting, “debit” (abbreviated Dr.) simply means amounts entered on the left side of a T-account, and “credit” (abbreviated Cr.) simply means amounts entered on the right side of a T-account. Debits and credits are both used to increase and decrease account totals, but what a debit or credit does to an account depends on the type of account.
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· Recall that capital and revenue increase owner’s equity, so they should have the same normal balance side as owner’s equity. Also recall that withdrawals and expenses decrease owner’s equity (in other words they’re contra accounts), so they should have the opposite normal balance side as owner’s equity.
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· The acronym DEAD CLRC can be used to help you remember which side of certain accounts is the normal balance side. 

Debits
Expenses

Assets

Drawing

Credits

Liabilities

Revenue

Capital

Examples:

· Total and balance the T-account below:
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· On the Chart of Accounts you were given earlier, identify the normal balance side of each account listed.

· What does it mean when there is a balance on the non-normal side of an account? On which accounts is this possible? On which accounts is this not possible?
	


Other Notes:
Section 3-2: Debits & Credits
Objectives:

· Analyze business transactions using debits and credits

Concepts:

· In every transaction, the total credits needs to equal the total debits!
· To analyze transactions using T-accounts, follow these steps:

1. Understand the transaction – read the transaction information carefully and recognize what’s happening fully before continuing

2. Identify the accounts, classifications, and effects – identify which accounts the transaction is affecting, classify the identified accounts, determine the effect the transaction has on each account, and match the effects of each affected account with debits or credits
3. Create the T-account – record amounts on the correct side of T-accounts
4. Check the accounting equation for balance – make sure total debits equals total credits
Remember that accounting is a double-entry system. Every transaction affects at least two accounts!
Examples:

· Analyze the following transactions using T-accounts:

· Jimmy Dean invests $25,000 in his new business

· Jimmy donates a computer valued at $1,200 to his business

· He purchases equipment for $7,500

· He purchases $450 of supplies on account

· He withdrew $200 in cash from the business for personal use

· He paid $250 on account

· Jimmy Dean sells $300 of merchandise on account

· Jimmy pays $500 for his monthly rent

· He sells $1200 of merchandise for cash

· He is paid $300 on account

· He writes a check for a $50 telephone bill
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· Check for balance of the accounting equation in the example above. Do total credits equal total debits?
	


Other Notes:
