Rules for Adjusting Entries

Adjust Supplies by:

Debit 

Supplies Expense








Credit

Supplies

Adjust Insurance by:

Debit

Insurance Expense








Credit 

Prepaid Insurance

Order for Closing Entries

1. Close Sales and transfer to Income Summary


Debit 

Sales


Credit

Income Summary



2. Close all Expense accounts and transfer to Income Summary

Debit

Income Summary (total exp. Value)








Credit

Expenses individually


3. Close Income Summary and transfer to Capital (make capital go up by the net income figure – money made increase capital)

Debit

Income Summary








Credit

Capital
Close Income Summary and transfer to Capital (make capital do down with a net LOSS)

Debit 

Capital







Credit 

Income Summary

4. Close Drawing and transfer to Capital (make capital go down by the drawing figure – money taken out of the business decreases capital)

Debit

Capital








Credit

Drawing

