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What is a general ledger account?

A general ledger account is an account or record used to sort and store balance sheet and
income statement transactions. Examples of general ledger accounts include the asset accounts
such as Cash, Accounts Receivable, Inventory, Investments, Land, and Equipment. Examples
of the general ledger liability accounts include Notes Payable, Accounts Payable, Accrued
Expenses Payable, and Customer Deposits. Examples of income statement accounts found in
the general ledger include Sales, Service Fee Revenues, Salaries Expense, Rent Expense,
Advertising Expense, Interest Expense, and Loss on Disposal of Assets.

Some general ledger accounts are summary records which are referred to as control accounts.
The detail that supports each of the control accounts will be found outside of the general
ledger in what is known as a subsidiary ledger. For example, Accounts Receivable could be a
control account in the general ledger, and there will be a subsidiary ledger which contains
each customer's credit activity. The general ledger accounts Inventory, Equipment, and
Accounts Payable could also be control accounts and for each there will be a subsidiary ledger

containing the supporting detail.



Introduction to Debits and Credits

If the words "debits" and "credits" sound like a foreign language to you, you are more
perceptive than you realize—"debits" and "credits" are words that have been traced back five

hundred years to a document describing today's double-entry accounting system.

Under the double-entry system every business transaction is recorded in at least two
accounts. One account will receive a "debit" entry, meaning the amount will be entered on

the /eft side of that account. Another account will receive a "credit" entry, meaning the amount
will be entered on the right side of that account. The initial challenge with double-entry is to
know which account should be debited and which account should be credited.

Before we explain and illustrate the debits and credits in accounting and bookkeeping, we will

discuss the accounts in which the debits and credits will be entered or posted.




Introduction to Accounting Basics

This explanation of accounting basics will introduce you to some basic accounting principles,
accounting concepts, and accounting terminology. Once you become familiar with some of
these terms and concepts, you will feel comfortable navigating through the explanations,
quizzes, puzzles, and other features of AccountingCoach.com. (In AccountingCoach PRO you
will also find videos, visual tutorials, exam questions, and forms to assist you.)

Some of the basic accounting terms that you will learn include revenues, expenses, assets,
liabilities, income statement, balance sheet, and statement of cash flows. You will become
familiar with accounting debits and credits as we show you how to record transactions. You
will also see why two basic accounting principles, the revenue recognition principle and the
matching principle, assure that a company's income statement reports a company's

profitability.

In this explanation of accounting basics, and throughout all of the free materials and the PRO
materials—we will often omit some accounting details and complexities in order to present
clear and concise explanations. This means that you should always seek professional advice

for your specific circumstances.



http://www.accountingcoach.com/pro

