
Chapter 4

Accounting Entry Cycle



8 steps of the accounting cycle include the following:

1. Transaction Analysis

2. Recoding Transactions in General Journal

3. Posting 

4. Preparing Trial Balance

5. Adjusting Accounts

6. Preparing Working Papers

7. Closing Accounts

8. Preparing Financial Statements



Debit and Credit
Recording done by debiting at least 

one account and crediting another.

In double-entry bookkeeping,

debit is used for increases in asset 

and expense transactions

credit is used for increases in a 

liability, income (gain) or equity 

transaction.

DEBITS must equal CREDITS.



Debit and Credit
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Journal Entry for Accounts Payable:

In order to pay for an expense on credit, the related expense or 
asset account will be debited, and the payable account will be 
credited.



Journal Entry for Sales:

Whenever a company makes a sale on credit, the 
corresponding journal entry will make a debit to 
accounts receivable and a credit to the sales account.



Practical Journal Entries



Example: Practical Journal Entries

Big Office Inc. started business on January 1st, 2021, with initial capital of 
30,000 shares of common stock at $3 each.During the company’s first month 
of business, it performed the following transactions:
•Received Capital worth $90,000.

•Paid $2,000 for the first month’s rent.

•Paid $10,000 for the following five months of rent.

•Purchase $20,000 worth of furniture at a 5% trade discount.

•Purchase $12,500 worth of office supplies on credit.

•Received $30,000 for services rendered to customers.

•Payment of balance for $12,500 worth of office supplies purchased on 
January 6th.



•Purchase of $20,000 worth of equipment with $10,000 in cash and 
$10,000 in notes payable.

•Provided $45,000 in services to customers on credit.

•Received $12,500 from customers for the services rendered on 
January 13th.

•Purchased office supplies worth $1,250.

•Customers paid $32,500 to cover the remaining balance for 
services rendered on January 13th.

Practical Journal Entries



•Paid $348 in utilities expenses.

•Paid $2,900 for miscellaneous expenses accrued during the month 
of January.

•Paid $30,200 in wages to employees.

Practical Journal Entries



Practical Journal Entries



Practical Journal Entries



Chart of accounts


