BASIC  ACCOUNTING PRINCIPLES – 
         SAMPLE TRANSACTIONS – DOUBLE ENTRY ACCOUNTING
	+ ASSETS
	
	 + LIABILITIES 

	Bond issuance for € 10 m

	Purchases of inventory on credit, costing € 1 m 

	+ ASSETS
	
	· ASSETS

	Purchase of land for building, costing € 1 m  paid cash

	                   - LIABILITIES
	
	· ASSETS

	Settling past invoice for inventory purchased on credit, in the amount of € 100,000

	                               + EXPENSES
	
	· CASH

	 Incurring electricity bills for € 10,000, paid cash

	                     + ASSETS
	
	   + REVENUE

	 invoice for sale of merchandise on credit in the amount of € 50,000


Each transaction must have a neutral effect in terms of debit and credit.
BALANCE SHEET ACCOUNTS  - PERMANENT ACCOUNTS

	                CASH
	
	    ACCOUNTS PAYABLE

	DR
	                                CR
	
	DR
	                                CR

	€ 10 M
	€ 1 m
	
	€ 100,000
	€ 1 m

	
	€ 100,000
	
	
	

	
	€ 10,000
	
	
	

	
	
	
	
	

	€ 8,890,000
	FINAL DR BALANCE
	
	FINAL CR BALANCE 
	€ 900,000


	ACCOUNTS RECEIVABLE
	
	       BONDS PAYABLE                   

	DR
	                                CR
	
	DR
	                                CR

	€ 50,000
	
	
	
	€ 10 M

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	


	         INVENTORY
	
	    SALARIES PAYABLE      

	DR
	                                CR
	
	DR
	                                CR

	€ 1 m
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	


	FIXED ASSETS -                                

                         (EQUIPMENT)
	
	  INTEREST PAYABLE            

	DR
	                                CR
	
	DR
	                                CR

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	


	ACCUMULATED    

 DEPRECIATION (EQUIPM.)
	
	

	DR
	                                CR
	
	DR
	                                CR

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	


	              BUILDING
	
	

	DR
	                                CR
	
	DR
	                                CR

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	


	ACCUMULATED    

 DEPRECIATION (BUILDING)
	
	      PAID-IN CAPITAL

	DR
	                                CR
	
	DR
	                                CR

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	


	                LAND
	
	RETAINED EARNINGS  

	DR
	                                CR
	
	DR
	                                CR

	€ 1 m
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	


INCOME STATEMENT ACCOUNTS  - TEMPORARY ACCOUNTS

These accounts are systematically closed at the end of the quarter/ year
	   SALARIES EXPENSE
	
	                SALES

	DR
	                                CR
	
	DR
	                                CR

	
	
	
	
	€ 50,000

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	


	  ELECTRICITY EXPENSE
	
	

	DR
	                                CR
	
	DR
	                                CR

	€ 10,000
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	


	COST OF GOODS SOLD*
	
	

	DR
	                                CR
	
	DR
	                                CR

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	


	DEPRECIATION EXPENSE
	
	

	DR
	                                CR
	
	DR
	                                CR

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	


	     INTEREST EXPENSE
	
	

	DR
	                                CR
	
	DR
	                                CR

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	


	DEPRECIATION EXPENSE
	
	

	DR
	                                CR
	
	DR
	                                CR

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	


	          INCOME SUMMARY ACCOUNT (to close the temporary accounts)

	DR
	                                
	
	
	                                                            CR

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	


