How does a T-account look like?
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Why record expenses and revenues
separately in various T-accounts?
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Retained Earnings
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The Ledger §§§§:
\L 0:0:
® Accounts are collectlve&‘ red to as the ledger
o WO of 3°
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= Balance Sheet accounts or real accounts or
permanent accounts

= |ncome statement accounts or nominal
accounts or temporary accounts,

= l.e., revenue, expenses, and dividends - all these
are subdivisions of retained earnings
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The company borrows $3,000 from the 553:.
bank 5555‘
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= CE&ﬁ\, Pag%oans Payable
" +$3,000 +$3,000

Journal Entry
Dr Cash (+A) 3,000
Cr Loans Payable (+L) 3,000
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Prepare Income Statement

For the year ended Rg%@mMer 31, 1997
a .
ote>
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Revenues;Fées e gn@ﬁgforservice $12,000
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Expenses: Wages, interest, maintenance $ 9,000

Net income $ 3,000
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