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Understanding how expenses are recorded in accounting is fundamental for accurate
financial reporting. A common point of confusion among students and new accountants is
how expenses relate to other accounts in terms of debit and credit rules. This article
explores whether expenses follow the same debit and credit rules as drawing accounts,
liabilities, or revenues, ultimately clarifying their unique position within the accounting
equation and providing a comprehensive comparison with these other accounts.

Accounting Fundamentals: The Nature of
Accounts

Understanding Debit and Credit Rules

Before delving into how expenses relate to other accounts, it’s essential to review the basic
principles of debit and credit:

Assets: Increase with debits, decrease with credits.

Liabilities: Increase with credits, decrease with debits.

Owner’s Equity (including Revenues and Expenses):

Revenues increase owner’s equity and are credited.

Expenses decrease owner’s equity and are debited.

In simplified terms, expenses are considered to reduce owner’s equity, which is why they
have a natural debit balance.



Expenses and Their Position in the Accounting
Equation

The Accounting Equation

The fundamental accounting equation is:

Assets = Liabilities + Owner’s Equity

Expenses impact this equation indirectly by reducing owner’s equity, since net income
(revenues minus expenses) affects retained earnings, a component of owner’s equity.

Expenses as a Debit Balance Account

Expenses are classified as nominal accounts that are increased with debits. When a
company incurs an expense, the accounting entry typically involves:

- Debiting the expense account
- Crediting either cash or accounts payable (or other relevant accounts)

This reflects the consumption of resources or incurring of liabilities, which diminishes
owner’s equity.

Comparative Analysis: Expenses and Other
Accounts

Expenses vs. Drawing Accounts

Drawing Accounts

Drawing accounts are used by sole proprietors and partners to record withdrawals of cash
or other assets from the business for personal use. They are:

- Owner’s equity reductions
- Debit balance accounts
- Decreased by credits, increased by debits

Comparison with Expenses



| Aspect | Expenses | Drawing Accounts |
|---------|-----------|------------------|
| Nature | Nominal accounts affecting net income | Owner’s equity accounts |
| Effect on Owner’s Equity | Decreases owner’s equity | Decreases owner’s equity |
| Debit/Credit Rule | Debited when increased | Debited when increased |

Conclusion: Expenses follow the same debit rule as drawing accounts because both
decrease owner’s equity and have a natural debit balance.

Expenses vs. Liabilities

Liabilities

Liabilities are obligations that a company owes to outside parties, such as loans payable,
accounts payable, or accrued expenses. They are:

- Credit balances
- Increased with credits
- Decreased with debits

Comparison with Expenses

| Aspect | Expenses | Liabilities |
|---------|-----------|--------------|
| Nature | Nominal accounts affecting net income | Real accounts representing obligations |
| Effect on Owner’s Equity | Decreases owner’s equity | Does not directly affect owner’s
equity until settled |
| Debit/Credit Rule | Debited when increased | Credited when increased |

Conclusion: Expenses do not follow the same debit and credit rules as liabilities. While
expenses are increased with debits, liabilities are increased with credits.

Expenses vs. Revenues

Revenues

Revenues are inflows or enhancements of assets or decreases of liabilities that result in
increases in owner’s equity. They are:

- Credit balances
- Increased with credits
- Decreased with debits



Comparison with Expenses

| Aspect | Expenses | Revenues |
|---------|-----------|----------|
| Nature | Nominal accounts affecting net income | Nominal accounts affecting owner’s
equity |
| Effect on Owner’s Equity | Decreases owner’s equity | Increases owner’s equity |
| Debit/Credit Rule | Debited when increased | Credited when increased |

Conclusion: Expenses do not follow the same debit and credit rules as revenues; revenues
are increased with credits, whereas expenses are increased with debits.

Summary and Final Insights

Key Takeaways

- Expenses are debit accounts that decrease owner’s equity.
- Expenses follow the same debit and credit rules as drawing accounts, as both are owner’s
equity reductions.
- Expenses do not follow the debit and credit rules of liabilities, which are increased with
credits.
- Expenses also differ from revenues, which are increased with credits.

Why It Matters

Understanding these relationships ensures accurate recording of transactions and proper
financial statement preparation. Recognizing that expenses follow the same debit rule as
drawing accounts helps accountants correctly record expenses and interpret financial
statements.

Practical Application: Recording Expenses

Typical Journal Entry for Expenses

When a business incurs an expense, the journal entry generally looks like this:

Debit: Expense account (e.g., Salaries Expense)1.

Credit: Cash or Accounts Payable2.



This reflects an increase in expenses (debit) and a decrease in assets or an increase in
liabilities (credit).

Impact on Financial Statements

- The expense increases reduce net income.
- Lower net income results in reduced retained earnings, a component of owner’s equity.
- Proper recording ensures accurate profit calculation and compliance with accounting
standards.

Conclusion

Expenses distinctly follow the same debit and credit rules as drawing accounts because
both are owner’s equity accounts that naturally have debit balances and cause a decrease
in owner’s equity when increased. They do not follow the rules applicable to liabilities or
revenues, which are credited when increased. Recognizing these differences is fundamental
for accurate bookkeeping and financial analysis, and it helps in developing a clear
understanding of how various accounts influence a company’s financial position.

In summary, expenses follow the same debit and credit rules as A. the Drawing Account,
making this the correct choice among the options. This alignment simplifies understanding
of account behaviors related to owner’s equity and ensures consistency across different
types of accounts within the accounting framework.

Frequently Asked Questions

Do expenses follow the same debit and credit rules as
the drawing account?
Yes, expenses follow the same debit and credit rules as the drawing account, meaning
expenses are increased with a debit and decreased with a credit.

Are expenses treated similarly to liabilities in terms of
debit and credit rules?
No, expenses are not treated like liabilities; expenses are increased on the debit side and
decreased on the credit side, whereas liabilities are increased on the credit side.

Do expenses follow the same debit and credit rules as



revenues?
No, expenses and revenues follow opposite debit and credit rules: expenses are debited to
increase and credited to decrease, while revenues are credited to increase and debited to
decrease.

Which account type do expenses follow the same debit
and credit rules as?
Expenses follow the same debit and credit rules as the drawing account, where expenses
are increased on the debit side and decreased on the credit side.

Are expenses similar to the drawing account in terms of
debit and credit rules?
Yes, expenses are similar to the drawing account because both are increased with a debit
and decreased with a credit.

In accounting, do expenses follow the same rules as
liabilities?
No, expenses do not follow the same rules as liabilities; liabilities are increased with credits
and decreased with debits, which is opposite to expenses.

Do expenses follow the same debit and credit rules as
the 'the' in accounting terminology?
No, 'the' is not an account; the question likely refers to a specific account type. Expenses
follow the same rules as the drawing account, not 'the' in general.

Are expenses classified under the same debit and credit
rules as assets or liabilities?
Expenses are not classified under assets or liabilities; they follow their own rules, being
increased on the debit side and decreased on the credit side, similar to the drawing
account.

How do expenses compare to revenues in terms of
debit and credit rules?
Expenses are increased with a debit and decreased with a credit, which is the opposite of
revenues, which are increased with a credit and decreased with a debit.

What is the correct account type that expenses follow



the same debit and credit rules as?
Expenses follow the same debit and credit rules as the drawing account, being increased
with a debit and decreased with a credit.

Additional Resources
Expenses Follow The Same Debit And Credit Rules As A. Drawing Account

Understanding the fundamental principles of accounting is essential for maintaining
accurate financial records. One of the core concepts that often confuses beginners is how
expenses are recorded and how their debit and credit rules align with other accounts. In
particular, the statement that expenses follow the same debit and credit rules as a drawing
account offers a crucial insight into how personal and business accounts operate within
double-entry bookkeeping. This guide aims to explore this comparison in depth, dissecting
the nature of expenses, drawing accounts, and their respective debit and credit behaviors,
ultimately providing clarity for students, accountants, and business owners alike.

---

The Basic Principles of Debits and Credits in Accounting

Before diving into the comparison, it's vital to understand the foundational rules of debits
and credits:

- Debits increase asset accounts and expense accounts.
- Credits increase liability, equity, and revenue accounts.
- Conversely, debts decrease asset and expense accounts.
- Credits decrease asset and expense accounts, and increase liabilities, equity, and
revenue.

In double-entry accounting, every transaction affects at least two accounts, maintaining the
fundamental equation:

Assets = Liabilities + Equity

Expenses are a reduction in owner’s equity, representing the costs incurred in earning
revenue. Therefore, expenses are naturally linked to equity, which is increased by credits
and decreased by debits.

---

Expenses and Their Position in the Accounting Equation

Expenses are recognized when incurred, reflecting the consumption of resources to
generate revenue. They are temporary accounts that ultimately impact the owner’s equity
via the income statement:

- Expenses decrease net income.
- Net income decreases owner’s equity.



In the accounting equation, expenses reduce the overall equity, and this relationship guides
their debit and credit behavior.

---

Comparing Expenses to the Drawing Account

What Is a Drawing Account?

A drawing account is a personal account used in sole proprietorships and partnerships to
record withdrawals made by the owner(s) for personal use. These withdrawals:

- Are not expenses in the business sense.
- Are distributions of owner’s equity.
- Are recorded as debits to the drawing account, reducing owner’s equity.

Similarities Between Expenses and Drawing Accounts

While expenses and drawings serve different purposes—expenses reflect costs incurred in
operations, drawing accounts reflect owner withdrawals—they share the commonality of:

- Being temporary accounts.
- Having debit balances (expenses are debited to increase, drawings are debited to record
withdrawals).
- Affecting owner’s equity directly, but through different mechanisms.

Key Rule: Both Expenses and Drawings Follow the Same Debit and Credit Rules

Given their impact on owner’s equity, both expenses and drawings:

- Are debited to increase.
- Are credited to decrease.

Thus, expenses follow the same debit and credit rules as a drawing account because:

- Both are debit-increasing accounts.
- Both decrease owner’s equity when debited.
- When closed at the end of an accounting period, both are credited to transfer their
balances to the owner’s capital account.

---

Expenses and Their Debit and Credit Rules

Recording Expenses

Expenses are recorded as debits because:

- They increase with debits.
- They reduce net income and owner’s equity.
- Their normal balance is a debit.



How Expenses Are Closed

At the end of an accounting period:

- Expenses are credited to close the expense accounts.
- The total expenses are transferred to the Income Summary account.
- Then, from the Income Summary, net income (or loss) affects owner’s equity.

Practical Example

Suppose a company incurs utilities expense of $500:

- Debit Utilities Expense $500 (increase expense).
- Credit Cash or Accounts Payable $500 (decrease asset or increase liability).

At period-end:

- Debit Income Summary $500.
- Credit Utilities Expense $500, closing the expense account.

---

Comparing Expenses to Liabilities and Revenues

Expenses vs. Liabilities

- Expenses are not liabilities; they are costs incurred.
- Liabilities are obligations to pay others.
- Both are increased by credits:
- Expenses decrease owner’s equity.
- Liabilities increase obligations.

Expenses vs. Revenues

- Revenues increase owner’s equity; recorded as credits.
- Expenses decrease owner’s equity; recorded as debits.
- The two are opposite sides of the income statement.

---

The Final Analogy: Expenses Follow The Same Debit And Credit Rules As A Drawing Account

Summarizing the Key Similarities

| Aspect | Expenses | Drawing Account |
|---------|------------|-----------------|
| Nature | Temporary, nominal account | Personal account for owner withdrawals |
| Effect on Owner’s Equity | Decreases owner’s equity when debited | Decreases owner’s
equity when debited |
| Normal Balance | Debit | Debit |
| Closing Entry | Credited at period end to close expense | Credited at period end to transfer



to capital |

This similarity underscores that both expenses and drawing accounts are debit-increased
accounts that reduce owner’s equity. They are both closed out at period-end via credits,
transferring their balances to the owner’s capital account.

---

Practical Implications for Accountants and Business Owners

Treatment of Expenses

- Always record as debits.
- Recognize when incurred, regardless of cash flow.
- Close at period end through credits to the Income Summary.

Treatment of Drawings

- Record withdrawals as debits.
- Reflect personal owner transactions.
- Close at period end by crediting to the owner’s capital account.

Why This Matters

Understanding that expenses follow the same debit and credit rules as a drawing account
helps maintain consistency in accounting practices. It clarifies that both are debit-
increasing accounts that decrease owner’s equity and are closed out to the owner’s capital
account at period-end.

---

Conclusion

In accounting, the alignment of rules across different account types simplifies the recording
process and enhances understanding. Recognizing that expenses follow the same debit and
credit rules as a drawing account emphasizes their similar role in reducing owner’s equity
through debit entries. This conceptual clarity ensures more accurate financial reporting,
better decision-making, and a solid foundation for understanding double-entry bookkeeping
principles.

By comprehending these relationships, accountants and business owners can confidently
manage their financial records, ensuring compliance with accounting standards and
facilitating insightful analysis of their financial health.
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