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Chapter 3 


Accounting Equation



Assets = Liabilities + Owner’s Equity

Assets are things you own

Liabilities are your creditors (you buy now and pay later)

Owner’s Equity is the owner’s share in the business 

Assets are increased on the debit side and decreased on the credit side

Liabilities and Capital are decreased on the debit side and increased on the credit side.

Owner’s Equity 

Revenue-----how the business makes its money increases capital

· Provide dog grooming services

· Provide flying lessons for a client

Withdrawals-----owner takes money out for personal use decreases capital

Expenses-----pay for general costs of the business----decreases capital

· Pay salaries

· Pay utilities (gas, electric, etc.)

· Pay rent

