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TOPIC:


Debit and credit are derived from two “Italian” words.
 In Italic language left side is called “Debuer” (Dr.) and right side is called “Creduer” (Cr.).

	Classification of Accounts


	Accounts Involved
	Increase(+)
	Decrease(-)

	Assets
	Cash, Furniture, Supplies, Drawings, Land, A/R, Building, Equipment, Merchandise, Bank.

	Debit
	Credit

	Expenses
	Purchase, Salary, Sales Return, Charity, Postages, Stationary, Rent, Electricity charges, Discount Allowed, Wages, Interest.

	Debit
	Credit

	Liabilities
	A/R, Capital, Bank loan.
	Credit

	Debit

	Income
	Commission, Purchase Return, Services, Sales, Discount Received

	Credit
	Debit


· Any Account that obtains a benefit is Debit

· Any Account that Provides a benefit is Credit

Or

· Anything that will provide benefit to the business is debit

· Anything to which the business has a responsibility to return a benefit in future is credit.

DEBIT 
· Increase in Asset

· Increase in Expenditure

· Decrease in Liability

· Decrease in Income
· Decrease in Equity
CREDIT
· Decrease in Asset

· Decrease in Expenditure

· Increase in Liability
· Increase in Income
· Increase in Equity
Normal balances
1. Assets normal balance is always debited.

2. Liabilities normal balance is always credited.

3. Owner’s Equity normal balance is always Credited
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