Chapter 2: Accounting Information Systems
The Chart of Accounts- A listing of all accounts used by an entity
Journal entries- Journal entries record transactions and get posted to the general ledger (t- accounts)
The Trial balance- Listing of all account balances
Financial statement preparation
What is a T- ACCOUNT?

	Debits
	Credits

	Assets(Cash, A/R)
Draws
Expenses
	Liabilities(A/P)
Owners’ Equity
Revenue




For every debit, there must be a credit. If not, then you fucked up good.

Examples of transactions
Aryan Starts a new business and invests 10k of his own money and receives 1k shares of the company
Answer: Since we are the accountants for the business, it means that we need to debit the cash section and credit the Shareholders Equity.
Cash					10,000
	Company Stock	(1000 shares)			10,000
To record the owner’s capital investment.
Aryans business borrows $50,000 from the bank.
Answer: The business gains $50,000 cash which is an asset and assets are debited. The business now owes $50,000 which is a liability.
Cash					$50,000
	Bank loan				$50,000
To record a $50,000 bank loan

Aryan’s business decides to buy $50,000 worth of computer equipment
Answer: Since we are paying cash and cash is a debit, we will credit the cash and debit the computer equipment. We are only swapping debits
Computer Equipment			$50,000
	Cash					$50,000
To record the purchase of computers.
Aryan purchases inventory on account at a cost of $25,000
Answer: Inventory is an asset as you can sell it for cash. Since Aryan bought it on account, that means that he has not paid it yet and it is a liability.
Inventory			25,000
	Accounts Payable 		25,000
To record the purchase of inventory on account
Aryan pays $12,000 of the inventory purchases on account
Answer: Since we are paying money it’s a credit on the cash account and a debit on the accounts payable account. A credit on the cash account means the account is using money and we debit the accounts payable as we are paying of the liability we owe.
Accounts Payable		12,000
Cash					12,000
To record the 12,000 payment towards our inventory purchase
Aryan purchases a one year insurance policy at a cost of $2,000
Answer: We are paying $2,000 for an item that lasts one year. So we credit the cash account and debit the prepaid account
Prepaid Insurance			2,000
	Cash				2,000
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