


VI. TEMPORARY OWNER'S EQUITY STORAGE ACCOUNTS

WITHDRAWALS is a storage account used to record periodic decreases
in Owner's Equity by sole proprietors and partners.

EXPENSES represent a decrease in Owner's Equity
caused by a decrease in Assets (usually Cash) or an
increase in Liabilities (Salaries Payable, Accounts
Payable, etc.) resulting from normal business activity.
Examples include Salaries, Advertising, and Interest.

REVENUE represents an increase in Owner's Equity
caused by an increase in Assets (usually Cash or
Accounts Receivable) resulting from normal business
activity. Examples include Sales, Interest Income, and
Rent Revenue.

VII. DEBITS AND CREDITS

I Please relate the definitions in Part VI to the expanded schematic below. |
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Expense, Revenue, and Withdrawals are temporary
storage accounts used to track changes in Owner's
Equity and their positive or normal balance is consistent
with the eventual change to be made in Owner's Equity.
That is, expenses and withdrawals are debits because
they will eventually lower Owner's Equity, and

YIil.

Assets =

7. Darin withdrew $20 for personal use.

Cash
| 20

ANALYZING TRANSACTIONS

Liabilities

Revenue is a credit because it will eventually increase
Owner's Equity. Revenue, Expense, and Withdrawals
may also be thought of as changes in Assets and/or
Liabilities which cause Owner's Equity to change. The
logic of this system will become more apparent as you
become more familiar with Part One of Quick Notes.

- SAMPLE PROBLEM

o Owner's Equity

Withdrawals, Darin Jones
20 |

8. Cash collected for Laundry Services performed during the month
amounted to $140. $10 was also due for services rendered.

Cash
140 |

Accounts
— Receivable
10 |

— Laundry Revenue
| 150

Excel Internet Library has learning
materials classified by user type.

9. Paid $75 for the use of washers and dryers for September.

Cash
| 75

10. Received $5 on account.
Cash

__Washer/Drver Expense
75 |

Business Book Mall has material
to enhance your career.

11. On Sept. 26, two students paid $10 for next week's Laundry Service.
Unearned Laundry Revenue

Cash
20 | I

12. Paid monthly phone bill of $10.
Cash

| 10

10 |
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Free Business Books has useful 
materials covering many business 
subjects.

http://www.businessbookmall.com/Free%20Business%20Books.htm
http://www.businessbookmall.com/Microsoft_Excel_Directions_For_Beginners.htm
http://www.businessbookmall.com/
Owner
Text Box
Excel Internet Library has learning materials classified by user type.

Owner
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   Business Book Mall  has material 
   to enhance your career.




