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Accounting Double Entry System

* A double-entry accounting system is one in which every transaction impacts at =
least two different accounts.

* One or more accounts should be debited, and one or more accounts should be
credited in order to balance the books.

* When a transaction has only two accounts affected, a straightforward entry should
be made.

* In addition, when a transaction has an impact on more than two accounts, a «
compound entry should be created.
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Accounting Double Entry System

* We can look at these two types of entries by following three
essential procedures.

Firstly, we have to look at which accounts have changed and
what type of accounts they are. After that, we have to look at
how these accounts generate the changes.

* We shall create records on the impacted accounts following
& O the requirements of debit credit language. =
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Accounting Double Entry System — Simple Entry Example

Here is the first illustration. A company purchases equipment worth RM5,000 on
credit from a third party.

It impacts two accounts, namely: the equipment account and the accounts
payable account, and the accountant will make a simple entry at this point.
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Accounting Double Entry System — Simple Entry Example

* Following the norms of Debit Credit Language, the accountant should establish a
debit record on the equipment account and a credit record on the accounts
payable. The equipment account is an asset account that increases, and accounts
payable is a liability account that increases.

The accounting software transfers these amounts to
the particular accounts in General Ledger.

Equipment

Equipment 5,000 ~ +5,000
Accounts Payable 5,000
Accounts Payable .
T 5000 W
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