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Accounts and the Chart of Accounts

An Account is a record used to summarize increases and decreases in a particular asset or liability,
revenue or expense, or in owner's equity. Accounts usually have very simple and generic titles such as
Cash, Accounts Payable, Sales, and Inventory. These are simple and descriptive terms under which
many different transactions can be recorded.

Accounts are organized inGhart of Accounts. This is a simple list of account titles presented in the
following order: Assets, Liabilities, Owners' Equity, Revenue, Expenses. Organizing accounts in the
correct order makes it much easier to prepare financial statements and enter transactions.
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