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MeaningofDoubleEntryBook-keeping

Doubleentrybook-keepingmeansthateverydebitentrymusthaveacorresponding
creditentry.Thisisaprincipleorrulethatisfollowedgloballyinbook-keepingsystem.



FurtherExplanation

Thefundamentalconceptofaccountingisthateverybusinesstransactioninmoneyor
money-worthhastwoeffects:thereceiptsofabenefitbyoneaccountandthegivingof
alikebenefitbyanotheraccount.Thus,ifavalueisgiven,itisalsoreceived.The
meaningofthisisthatwherethereisagiver,thereisalsoareceiverwhoiscalleda
debtor.ThefirstGoldenRuleofbookkeepingthereforestatesthat,youdebitthe
receiverandcreditthegiver.

Intheprocessofdebitingtheaccountreceivingthevalueandcreditingtheaccount
surrenderingthevalue,youenduprecordingeverytransactiontwice,onceasadebit
entryandagainasacreditentry.Ineffect,everycreditentrymusthaveacorresponding
debitentry,andeverydebitmusthaveacorrespondingcreditentry.
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Thedoubleentrysystem dividesthepageintotwohalvesasshownabove.Every
businessthatisestablishedmusthaveassets,liabilities,andcapital

AnAssetisanythingofvaluethatisownedbyabusiness.Aliabilityisanamountowed
byabusinesstoothers,whileCapitalisthetotalinvestmentinabusiness.

Therefore,anaccountisopenedforeveryassetownedbyabusinessandeveryliability
owedbythebusiness.Eachaccounthasaseparatetitleandpagegiventoit.

DoubleEntryTreatmentofAsset

Example:Olundi,awoodseller,startedbusinessonJanuary1with₦5000incash.He
purchasedthefollowingtoenablehim runthebusiness.

Jan9.Heboughtfurniturefrom Londa&Co.Ltd.For₦2000incash

Jan12.Heboughtofficeequipmentfrom Banuna&Co.Ltd.For₦1000.

Solution:

Jan1.B.Olundistartedbusinesswith₦5000cashascapital.Withthisintroductionof
₦5000intothebusiness,twoaccountsshouldbeopened.Thecapitalaccountgavethe
moneyandshouldbecredited,whilethecashaccountreceivedthemoneyandshould
bedebited.

Jan9.Onthepurchaseoffurniturefrom Londa&Co.Ltd.Forcash,thecashaccount
willbecreditedbecausetheaccountgaveoutthemoney,whilethefurnitureAccount



willbedebitedforreceivingthevalueof₦2000.

Jan12.Hepurchasedofficeequipmentfrom Banuna&Co.Ltd.Theofficeaccountwill
bedebitedforreceivingthevalueof₦1000whilethecashaccountwillbecreditedfor
givingthemoney.

CashAccount
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Jan1.Tocapitala/c
5000.00

Jan9.Furniture2000.00

Jan10.Officeequipmenta/c
1000.00

31Balancec/d2000.00

5000.00 5000.00

Feb1.2000.00

CapitalAccount

DR CR

₦

Jan1.Tocash
a/c
5000

FurnitureAccount
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₦

Jan1.Tocash
a/c
2000.00

OfficeEquipmentAccount
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₦

Jan.12tocash
a/c
1000.00

DoubleEntryTreatmentofLiabilities

Liabilitiesaredebtsowed...


