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ESSAY TOPIC:  SUMMARY AND ANALYSIS OF THE DEBITS AND CREDITS CONCEPTS


INTRODUCTION

Accurate bookkeeping is an essential element for almost all successful business 

entities. This involves how a business generates invoices, pay for its bills, rewards its 

employees through wages and salaries and above all provides a measure of how a 

business is overall performing financial. A business that has a clear view of its cashflow 

with detailed financial records can budget more easily thereby tracking its financial 

performance and promptly identify ways to grow. 

This said, a business has to know and apply the transactions formulae to do with 




DEBITS and CREDITS. To keep accurate records/books, a business must learn and 

understand the distinct difference between DEBIT and CREDIT. In a nutshell, debits 



and credits keep the business books balanced and organized. 
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 CONCEPTS OF DEBITS AND CREDITS

A concept is a RULE. A rule by its nature is an accepted principle or instruction that

 states the way things are or how they should be. 

Separately outlined below are the set of concepts/rules of DEBITS and CREDITS.

DEBITS

· Debits increase as credits decrease

· Debits are recorded on the LEFT side of an account.


· Debits increase ASSET and EXPENSE accounts.

· Debits decrease LIABILITY, EQUITY and REVENUE accounts.

CREDITS

· Credits increase as debits decrease

· Credits are recorded on the RIGHT side of an account.


· Credits increase LIABILITY, EQUITY, and REVENUE accounts.

· Credits decrease ASSET and EXPENSE accounts.
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The concepts of debits and credits evolve around a fundamental accounting equation 

which is expressed as follows:



ASSETS = LIABILITIES + EQUITY + REVENUES – EXPENSES
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ANALYSIS OF THESE CONCEPTS
After recording transactions in T-Accounts, FOOT them. ADD up BOTH SIDES. Then 

SUBSTRACT the TOTALS and put the FINAL BALANCE on the side that has the LARGER TOTAL.

Make sure that all accounts have NORMAL balances at all times. The normal balance of the

 account is the SIDE that receives the INCREASE.


WHAT DOES BALANCE REALLY MEAN

For any business that is spending and receiving money there should be an assignment of

 transactions to one of the five main accounts which are namely: 

· Revenue/income accounts; which reflect the income that your business is making.

· Asset accounts; which contain the resources a business relies on to generate revenue i.e. (cash, accounts receivables, inventory).

· Equity accounts; which refers to the shareholders’ worth in their business.

· Liability accounts; which shows what the business owes to creditors i.e. (income taxes, salaries and wages, accounts payables etc).

· Expense accounts; which reflects the company’s cost of doing business mainly relating to, (purchase of materials, labor, advertising costs, etc).

The philosophy of accounting has predominantly two main systems which are namely;


· Single entry; which records ONLY revenues and expenses.

· Double entry which covers equity, liabilities and assets by recording each transaction twice i.e. once as a debit and once as a credit.

Most businesses follow the double-entry accounting system, whereby every financial transaction 

effects at least two accounts. This essentially means to say money coming into one account 

must come out of the other account. When these two entries balance and result in a total of zero 

on your balance sheet, your books are considered balanced. This situation fully satisfies the 

GOLDEN rules/ concepts of accounting which state that;

ASSTES (being what you own) less LIABILITIES (being what you owe) MUST be equal to 

EQUITY (being what is then left for you)
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SUMMARY


After recording transactions in T-Accounts, FOOT them. ADD up BOTH SIDES. Then 

SUBSTRACT the TOTALS and put the FINAL BALANCE on the side that has the LARGER 
TOTAL.

Make sure that all accounts have NORMAL balances at all times. The normal balance of the 

account is the SIDE that receives the INCREASE.

Please ever and always NOTE that debits MUST ALWAYS equal credits after recording a transaction.
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CONCLUSION


Each time any business approaches its balance sheet, it is imperatively important to always 

remember that debits and credits are invisible hands that keep and checks everything to its 

proper balance. By always understanding the distinct role of debits and those of credits, 

businesses can thereon confidently manage their money and easily make strategic decisions 

that will place business on the route to everlasting success. 
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Table of Contents
List the sections of your assignment with page numbers. If you are using Word to prepare your assignments, use the functions in the “Table of Contents” section under References. There are youtube videos that teach how to use these functions.
Introduction
Write 3 to 6 paragraphs introducing the topics of the essay or exam.

Body of Assignment
Write your essay here separating the parts into different sections. The content of the essay should include:
• Summary of the topic. Describing course concepts.
• Write your opinions and analysis of the course concepts.
• Explain how you will apply the knowledge to your life, work and community.
• Write about personal experiences.
• Use case examples to demonstrate the concepts.
• Add pictures, tables and graphs.

If you are completing an exam, copy the questions into this section. Then write your answers under the questions.

Conclusion
Write 3 to 6 paragraphs summarizing the key ideas that you learned in the assignment.

Bibliography
Put the bibliography of the books and other sources used to prepare this essay in correct format in alphabetical order.
At least 3 references - Bachelor's degree.
At least 4 references - Master's degree.
At least 5 references - Doctorate.
Here are links on how to do your bibliography.
https://students.aiu.edu/student/AIUWebinar.aspx?p=1&id=356  
https://www.youtube.com/watch?v=I-IEWabgf0I&t=19s

2 | Page

image2.jpeg
Account Title A/C#

DEBITS are CREDITS are
placedonthe | placed on the
LEFT side of the | RIGHT side of the
ledger's "T" ledger's "T"
account. account.




image3.png
Rules of Debit and Credit
Quick Reference Guide

"ACCOUNT
CLASSIFICATION DEBIT CREDIT
Assets ‘lr

Liabilities

Owner’s Equity

Expense

Gloooe

0
o
Revene o
Ll

The rules of Debit and Credit are really pretty easy to
remenber 15 you can set this chart up and remember only the
two blue arrows. Since there are only two possibilities
(Debit and Credit) you can complete the entire chart once
you know those two. The left side column is simply the
balance sheet accounts (Assets, Liabilities, and Owner’s
Equity) followed by the income statement accounts (Revenue
and Expense) making the acronym ALORE





image4.png
Rules of Debit and Credit
Quick Reference Guide

"ACCOUNT
CLASSIFICATION DEBIT CREDIT
Assets ‘lr

Liabilities

Owner’s Equity

Expense

Gloooe

0
o
Revene o
Ll

The rules of Debit and Credit are really pretty easy to
remenber 15 you can set this chart up and remember only the
two blue arrows. Since there are only two possibilities
(Debit and Credit) you can complete the entire chart once
you know those two. The left side column is simply the
balance sheet accounts (Assets, Liabilities, and Owner’s
Equity) followed by the income statement accounts (Revenue
and Expense) making the acronym ALORE





image5.jpeg
Equity

Assets = Liabilities < Common Stock - Dividends + Revenues - Expenses

Debit Credit Debit Credit Debit Credit Debit Credit Debit Credit Debit Credit

Increase | Decrease  Decrease | Increase Decrease | Increase Increase | Decrease Decrease|Increase Increase | Decrease





image6.jpeg
Equity

Assets = Liabilities < Common Stock - Dividends + Revenues - Expenses

Debit Credit Debit Credit Debit Credit Debit Credit Debit Credit Debit Credit

Increase | Decrease  Decrease | Increase Decrease | Increase Increase | Decrease Decrease|Increase Increase | Decrease





image7.png
Account Title A/C# Revenue Expense

Dedit side_ Credit side Dedit (Dr) Credit (Cr) Dedit (Dr) Credit (Cr)
Deaease Increase Increase Decrease

[Fownzster | e B oY
Assets Liabilities Owners Equity
Dedit (Dr) Credit (Cr) Dedit (Dr) Credit (Cr) Dedit (Dr) Credit (Cr)
increase Decrease Decrease Increase Decrease Increase

Normal barance r [omat batance ¢ Nomal baiance ¢





image8.png
Account Title A/C# Revenue Expense

Dedit side_ Credit side Dedit (Dr) Credit (Cr) Dedit (Dr) Credit (Cr)
Deaease Increase Increase Decrease

[Fownzster | e B oY
Assets Liabilities Owners Equity
Dedit (Dr) Credit (Cr) Dedit (Dr) Credit (Cr) Dedit (Dr) Credit (Cr)
increase Decrease Decrease Increase Decrease Increase

Normal barance r [omat batance ¢ Nomal baiance ¢





image9.png
Closing Opering
salances Balances
permanert permanent
accaunts ccounts





image10.png
Closing Opering
salances Balances
permanert permanent
accaunts ccounts





image11.png




image1.jpg
Account Title A/C#

DEBITS are CREDITS are
placedonthe | placed on the
LEFT side of the | RIGHT side of the
ledger's "T" ledger's "T"
account. account.




image12.png
Atlantic International University {‘“
“JAIU

for L





