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Accounting Equations

Accounting Equation:

The accounting equation is the basic element of the balance sheet and the
primary principle of accounting. It helps the company to prepare a balance sheet
and see if the entire enterprise’s asset is equal to its liabilities and stockholder
equity. It is the base of the double-entry accounting system.

Double-entry accounting is a system that ensures that accounting and
transaction equation should be equal as it affects both sides. Any change in the
asset account, there should be a change in related liability and stockholder’s
equity account. While performing journal entries accounting equation should be

kept in mind.

T'he Basic Accounting IEquation

Economic Resources The Financial Obligations or Owners’ Claims on the
Owned by a Business Debts of a Business Assets of a Business




