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Topic: 1-2:  Changes that Affect the Accounting Equation
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	1. A _____________________________ is a business activity that changes assets, liabilities, or owner’s equity.  
2. Every transaction affects the accounting equation.
3. For example, when you buy a bottle of pop, you must decrease you assets (cash) and then increase your supply of pop (asset).
4. An ________________________ is a record summarizing all information pertaining to a single item in the accounting equation
5. An ____________________   ____________________ is the name given to an account.
6. For example, your asset account title, cash, decreased when you purchased your bottle of pop, while your other asset account title, beverages, increased

7. The words “received cash” represents an ________________________ in cash
8. The words “paid cash” represents a _______________________ in cash.
ASSETS:
9. ______________: The account used to summarize the amount of money a business has available.
10. ___________________ (paper, ink, folders, etc.)
11. _____________________   ___________________________: Prepaid insurance coverage (premiums)
LIABILITIES:
12. _________________________________: Items purchased now but paid for at a later date – referred to as on account.
OWNER’S EQUITY
13. ______________________: Summarizes all Owner’s Equity transactions

14. Three steps to reading a transaction:




1.



2.



3.
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m APPLICATION PROBLEM, p. 19

Determining how transactions change an accounting equation

e Owner’s
Trans. Liabilities + Equity

No. Prepaid Accts. Pay.— Accts. Pay.—  Calvin Parish,
Cash + Supplies + Insurance = Five Star Supply + Riverland Co. +  Capital

Beg. Bal. 0 0 0 0 0 0
1. +3,000 +3,000

New Bal. 3,000 0 0 0 0 3,000
2.

New Bal.
3.

New Bal.
4.

New Bal.
5.

New Bal.
6.

New Bal.
7.

New Bal.
8.

New Bal.
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m WORK TOGETHER, p. 13

Determining how transactions change an accounting equation

Liabilities + Owner’s Equity

Trans. No. Assets

Chapter 1 Starting a Proprietorship: Changes That Affect the Accounting Equation ® 7
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