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Double-entry bookkeeping

*  Principles of double-entry bookkeeping.

*  Accounting equation.

e Ledger accounts.

e General rules of double-entry bookkeeping.
*  Accounting for cash transactions.

* Accounting for credit transactions.

« Balancing ledger accounts.

* Preparing a trial balance.



Double-entry bookkeeping

Principles of double-entry bookkeeping

. ( Principles )\

Effect Separate

Entity )

The owner of the
business is a separate
entity from the business

Each transaction has
two financial effects

( Therefore )
Each transaction has both o
a debit and a credit entry / \ The amount paid into the

in the ledger accounts BUSIEES By e QU 15
kept separate = capital, as is
the amount taken out by the
owner = drawings
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Chapter 1

Accounting equation

Assets — Liabilities = Capital

| 4

Terminology

Asset Liability Capital Receivable Payable
Something owned = Something owed ' Amount the owner Someone who Someone the
by the business by the business has invested in the  owes the business business owes

money money to

\ business /
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Double-entry bookkeeping

Ledger accounts General rules of double-entry

Typical ledger account: bookkeepmg

Title of account Ledger account

Date Narrative £ | Date Narrative £ ekl el
Money in Money out
Debit side X Credit side  x Increase |p a§se.t. Increase |r'1 liability
Decrease in liability Decrease in asset
The dual effect means that every transaction Increase in expense | Increase in income

is recorded as a debit in one account and a
credit in another account.

Key question — which account is the debit
entry to and which account is the credit entry
to?
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