
PREFACE

Division of Accounts. -Accounts may 1» <liviilp<l as follows: (1) Poisonal Asset and

Liability Accounts, as, for cxiiniplc, Jno. Simpson, .Ino. Simpson & Co., The Dominion ]{ttnk
;

i,-l) Impersonal Asset and Liability Accounts, as, for example. Cash, Bills Ileceivahle, Bills

Payable ; and (3) I^iss and dain Accounts (all Tm|ieiNoiml), as, for example. Merchandise,

Kxpense, Ueal Kstate. Interest, Discount.

Rules for Journalizing. -.lournalizinK may 1"> stated in three rules to suit the thre»> classes

of jn-cuiints -( 1 ) For Personal Asset and liability .\ccounts : Ma^ ;>c-son debtor when he

receives value on account, aii<l rredit<ir wjii'ii he j;ives value on accoimt . {:, For Impersonal Asset

and Liahilitv Accounts : Make the account (say Cash) debtor for amounts received by our

business, and creilitor for amounts ;.'iv,>n by our- business: (.'!) For I^iss anil (lain Accounts:

Make till' account (sav Mdse.j debtor for costs and crfnlitor for prin-eeds.

Reasons. Consider the first rule, which applies to jirr^mix aloiu'. The account ".Icihn Simpson''

ceitainlv iliK's not mean that we r-'rriiv and j/uv .lohn Simpson ; lU'ither is it cornrt to say

we receivt- and ^'i\e his name ; anil it is forcinj,' tin' question to say that the I»r. side shows John

Simpson's oral prouiiscs received, and the Cr. side .John Simpson's oral promises ^'iven back, since

John Simpson mav liave ;iven no oral ]iromiscs at all, which would cei-taildy be the ease when

we buv <;cmkIs from him on account. The meaning; of the account is simply, tliat John

Simpson has received, on accoinit, the amounts on the Dr. siilc. and is our <lehtor ; and tiiat he

has u;i\cn, on ai'count, the amounts on the Cr. side, and is our creditor. It is in tiiis class of

accounts oidy. that the terms fi'lifvr and iriditar have their true meaninj,'.

Consider the secoml rule, which applies to Ihiiiiis alone, and oidy to those thiiiffs which belong;

, . set and liahilitv ai'counts, such as Cash, jiills Hts'eivable and HiiU Payable accounts. In this

la- of accounts the terms il'-hlur and rri'flllur have not their true meanin;,' ; in Cash Account, for

exampli'. the Dr. side shows the amount of cash re<'eive<l by our business, and the Cr. side

the amount fjiven bv our business ; it does not show that anyoiu- or anythin;.', is a ilebtor to, or a

creditor of, our business. Here alone is when' the old rule "debit what is received and credit

wh.it is jjiven " has its true siytiificanci'.

Consider the third rule, which applies to thliuii. nerririn, and k**".*, but ordy to those coiniectfHi

ilirectiv with loss and ifain accounts, such as Merchamlise and Keal Kstate aci-ounts, Waijes ami

Commission accounts, |{ent ami hit<Test accounts. Now, the term /!i/ln hWi'irnh/e, as an .\s.set

and Liability account, and as u ledjier hciulinj;;. really means rahii'ii nf liilU Ri'ciirable, and tlies*'

\aluesare re<'eived and ^iven ; bu» the term M'rihainiiKi,, as a l/iss and Gain ac( nt, and as a

li'ijjfer he.idiii:.', means firire of' \/i rc/i)iiiiiisr, the Dr. side showiiij; the tvixf jtriiv nj Mfrchandiiip

and the Cr. side shovvim' ' nHvuiti firir- ,•/' .Urrrlmni/inr. .\nd so with Ueal Kstate, the Dr.

side shows the niKt firir' KKlatf, and the Cr. sid<> shows the pro dn prire „/ Rial Kulatf.

A;;ain, instead of having one ai-count foi- all wrcicd calh-d " .S'>'rri.vx, " and one for all iuwh

cali'd '• r.v-.s,
" whii'h, as lo-fore, woulil mean /iriff i;/" .S'.-rriivK and /(ciic n/ I'mn, we have, not

.sVrri.v .« .1/' W'orknifit, .^irri'vn of Hiii/ir, I'f „/' Riiil EHtntr, fm- (,/ Money, as we would exp»H;t,

but /i/iV.' oj StTtiivs of Workni'ii, fiArr of Sfr'-iiin of lliiyer, priiv of IW of Ri'til Entati;

iiriir of I's.' of Motif II, crystiilliwsl into the terms Witiji-K, ('ommiii»uiu, Rml, /ulfrfnt . so that

H'wi'K atid ComuiiHuioii an- not nn-rirrK, but the /n-ii-i' of nin'iifn ; and AVhi" and Interrnt an" not

niu«, but the jiriiv of iisin. Tlie term M'-rrhnndisf. as a Usljier headini;. stands for firice of

Mm-hoodii", hut the term U'w/'.v really means ;»riV<' of KfrfifH.

Service and Use Accounts. Fiom the fore>.'oinK nml the followniK considerations. It will !>«

seen that we rannot say that \V«p>s, Commission, Uent, and Interest an' di'btor when they are


