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Properly recording financial transactions through accurate journal entries is essential for maintaining
accurate accounting records and ensuring compliance with accounting standards. In this comprehensive guide,
we will explore how to prepare journal entries for various types of transactions encountered in 2014,
emphasizing the use of credit accounts. Understanding these entries is crucial for accountants, bookkeepers, and
business owners aiming to produce reliable financial statements and facilitate audits.

Understanding Basic Accounting Principles

Before diving into specific transactions, it’s vital to grasp some fundamental accounting concepts:

Debits and Credits
- Debits increase asset or expense accounts and decrease liability, equity, or revenue accounts.
- Credits increase liability, equity, or revenue accounts and decrease asset or expense accounts.

Double-Entry Bookkeeping
Every transaction affects at least two accounts, with total debits equaling total credits, ensuring the
accounting equation remains balanced:
Assets = Liabilities + Shareholders’ Equity

Common Transaction Types and Corresponding Journal Entries

Below, we will analyze typical business transactions from 2014, illustrating how to record each with
proper journal entries, focusing on credit accounts.

1. Sale of Goods on Credit
Scenario: The company sold merchandise worth $5,000 on credit to a customer.

Journal Entry:
- Debit: Accounts Receivable $5,000
- Credit: Sales Revenue $5,000

Explanation:
This entry records the revenue earned and the amount receivable from the customer. The credit account here is
Sales Revenue.

2. Purchase of Supplies with Cash
Scenario: Purchased office supplies worth $1,200 in cash.



Journal Entry:
- Debit: Supplies Expense $1,200
- Credit: Cash $1,200

Note:
Since cash is credited, the credit account is Cash. The supplies expense is debited to reflect the increase in
expenses.

3. Payment of Accounts Payable
Scenario: Paid $2,000 to a supplier on account.

Journal Entry:
- Debit: Accounts Payable $2,000
- Credit: Cash $2,000

Explanation:
This reduces the liability (accounts payable) and cash account, with Cash being the credit account.

4. Receipt of Loan from Bank
Scenario: Borrowed $10,000 from the bank, received cash.

Journal Entry:
- Debit: Cash $10,000
- Credit: Notes Payable $10,000

Note:
Notes Payable is a liability account, credited to recognize the obligation.

5. Recording Depreciation Expense
Scenario: Depreciation on equipment for the year is $3,000.

Journal Entry:
- Debit: Depreciation Expense $3,000
- Credit: Accumulated Depreciation – Equipment $3,000

Explanation:
Depreciation expense increases expenses, and accumulated depreciation is a contra-asset account credited to
reflect asset wear and tear.

6. Recognizing Unearned Revenue
Scenario: Received $4,000 in advance for services to be provided later.

Journal Entry:
- Debit: Cash $4,000
- Credit: Unearned Revenue $4,000

Note:
Unearned revenue is a liability account, credited because the service has not yet been performed.



7. Paying Salaries and Wages
Scenario: Paid $3,500 in wages to employees.

Journal Entry:
- Debit: Wages Expense $3,500
- Credit: Cash $3,500

Explanation:
Wages expense increases, and cash decreases as the payment is made.

8. Issuance of Common Stock
Scenario: Issued 1,000 shares of common stock at $10 per share.

Journal Entry:
- Debit: Cash $10,000
- Credit: Common Stock $10,000

Note:
Common stock is credited to reflect issuance of equity.

Special Considerations for Credit Accounts

When preparing journal entries, it’s critical to correctly identify credit accounts. Here are some key points:

Common Credit Accounts and Their Roles
- Liabilities: Accounts Payable, Notes Payable, Unearned Revenue, Wages Payable
- Equity Accounts: Common Stock, Retained Earnings
- Revenues: Sales Revenue, Service Revenue
- Contra-Asset Accounts: Accumulated Depreciation

Tips for Accurate Journal Entries
- Always verify the nature of the account—whether asset, liability, equity, revenue, or expense.
- Remember that credits increase liabilities, equity, and revenues.
- Ensure the total debits equal total credits for each transaction.
- Use proper account names and descriptions for clarity.

Example: Complex Transactions and Their Journal Entries

Let’s consider more intricate transactions typical in 2014:

1. Purchase of Equipment on Credit
Scenario: Acquired equipment costing $15,000, payable later.

Journal Entry:
- Debit: Equipment $15,000



- Credit: Accounts Payable $15,000

Explanation:
This increases equipment assets and recognizes a liability.

2. Payment of Dividends
Scenario: Declared and paid dividends of $2,000.

Journal Entry:
- Debit: Dividends $2,000
- Credit: Cash $2,000

Note:
Dividends are a contra-equity account, reducing retained earnings.

3. Recording Bad Debts Expense
Scenario: Estimated bad debts of $500 for the year.

Journal Entry:
- Debit: Bad Debts Expense $500
- Credit: Allowance for Doubtful Accounts $500

Explanation:
This recognizes potential uncollected receivables and maintains accurate accounts receivable valuation.

Conclusion

Preparing accurate journal entries with correct credit accounts is fundamental to sound accounting
practices. Whether recording sales, expenses, liabilities, or equity transactions, understanding the nature of
each account and how it behaves with debits and credits ensures financial statements reflect the true economic
position of the business.

In 2014, businesses faced numerous transactions—from sales and purchases to financing activities and
depreciation—that all required precise journal entries. Mastery of these entries enables organizations to
maintain compliance, facilitate audits, and make informed financial decisions.

By following the principles outlined and practicing with real-world scenarios, accountants and business
owners can develop proficiency in recording transactions and managing financial records effectively. Remember,
attention to detail and understanding the underlying account types are key to accurate bookkeeping and
successful financial management.

Frequently Asked Questions

What is the journal entry to record a credit sale of goods worth $5,000
in 2014?

Debit Accounts Receivable $5,000; Credit Sales $5,000.



How should you record the purchase of inventory on credit for $3,000 in
2014?

Debit Inventory $3,000; Credit Accounts Payable $3,000.

What is the journal entry for recording a credit invoice received from a
supplier for $2,500 in 2014?

Debit Expense or Asset account (e.g., Supplies) $2,500; Credit Accounts Payable $2,500.

How do you record the payment of a previously recorded accounts payable
of $1,200 in 2014?

Debit Accounts Payable $1,200; Credit Bank/Cash $1,200.

What is the journal entry to record the receipt of a bank loan of $10,000
credited to the company's account in 2014?

Debit Bank $10,000; Credit Loan Payable $10,000.

How should a company record the accrual of wages payable of $1,000 at
the end of 2014?

Debit Wages Expense $1,000; Credit Wages Payable $1,000.

What is the journal entry for recording depreciation expense of $2,000 for
equipment in 2014?

Debit Depreciation Expense $2,000; Credit Accumulated Depreciation—Equipment $2,000.

Additional Resources
SPrepare The Appropriate Journal Entries For Each Of The Following Transactions In 2014. (Credit Account)

Understanding how to accurately record financial transactions is fundamental for maintaining reliable
accounting records. The phrase "SPrepare The Appropriate Journal Entries For Each Of The Following
Transactions In 2014. (Credit Account)" emphasizes the importance of meticulous journal entry preparation,
particularly focusing on credit accounts in the context of 2014 transactions. Proper journal entries not
only ensure compliance with accounting standards but also facilitate meaningful financial analysis and
reporting. In this comprehensive review, we will explore the principles behind journal entries, provide detailed
examples of transactions, and analyze their correct recording with credit accounts.

---

Understanding Journal Entries and Credit Accounts

Before delving into specific transactions, it is crucial to understand the fundamentals of journal entries and
the role of credit accounts within them.



What Are Journal Entries?
Journal entries are the foundational records in accounting that document every financial transaction of a
business. They consist of:
- The date of the transaction.
- The accounts affected.
- The amounts to be debited and credited.
- A brief description or narration explaining the transaction.

Proper journal entries follow the double-entry accounting system, which mandates that total debits must
always equal total credits, ensuring the accounting equation remains balanced.

The Role of Credit Accounts
In the context of journal entries:
- Credit accounts are those that are credited when they increase, such as liabilities, equity, and certain revenue
accounts.
- When a business incurs expenses or assets increase, these are typically debited.
- Conversely, credit accounts are credited when liabilities or equity increase, or when assets decrease.

In 2014, as in any year, understanding which accounts to credit is vital for accurate financial reporting.

---

Common Types of Transactions and Their Journal Entries in 2014

Now, let's explore typical transactions that might occur in 2014, providing their proper journal entries with
a focus on credit accounts.

1. Purchase of Equipment on Credit

Transaction:
On March 15, 2014, the company purchased equipment costing $50,000, paying via credit.

Journal Entry:
| Date | Account Title | Debit | Credit | Description |
|---------|------------------|---------|---------|------------------------------|
| 2014-03-15 | Equipment | $50,000 | | To record purchase of equipment |
| | Accounts Payable | | $50,000 | To record liability for equipment purchase |

Analysis:
- Equipment increases (debit) as an asset.
- Accounts Payable increases (credit) reflecting a liability.

Pros:
- Clear reflection of asset increase and liability incurred.
- Maintains balance in the accounting equation.

Cons:
- Requires diligent tracking of payables to prevent overdue liabilities.

---



2. Sale of Goods on Credit

Transaction:
On April 10, 2014, the company sold goods worth $10,000 on credit.

Journal Entry:
| Date | Account Title | Debit | Credit | Description |
|---------|------------------|---------|---------|------------------------------|
| 2014-04-10 | Accounts Receivable | $10,000 | | To record sale on credit |
| | Sales Revenue | | $10,000 | To recognize revenue from sale |

Analysis:
- Accounts Receivable increases (debit) indicating the amount owed by customers.
- Sales Revenue increases (credit), reflecting income earned.

Pros:
- Ensures revenue is recognized in the correct period.
- Tracks receivables for collection purposes.

Cons:
- Requires effective receivables management to prevent bad debts.

---

3. Payment of Expenses in Cash

Transaction:
On May 5, 2014, the company paid $2,000 for office rent.

Journal Entry:
| Date | Account Title | Debit | Credit | Description |
|---------|------------------|---------|---------|------------------------------|
| 2014-05-05 | Rent Expense | $2,000 | | To record rent expense |
| | Cash | | $2,000 | To record cash payment |

Analysis:
- Rent Expense increases (debit), affecting the income statement.
- Cash decreases (credit), reducing assets.

Pros:
- Accurate matching of expenses to revenues.
- Cash flow impact is clearly recorded.

Cons:
- Cash outflows reduce liquidity; needs monitoring.

---

4. Borrowing Money from a Bank

Transaction:
On June 1, 2014, the company borrowed $25,000 from the bank, received in cash.

Journal Entry:



| Date | Account Title | Debit | Credit | Description |
|---------|------------------|---------|---------|------------------------------|
| 2014-06-01 | Cash | $25,000 | | To record cash received from loan |
| | Notes Payable | | $25,000 | To recognize liability from borrowing |

Analysis:
- Cash increases (debit).
- Notes Payable (a liability) increases (credit).

Pros:
- Enhances liquidity for operations.
- Properly records debt obligation.

Cons:
- Future repayments impact cash flow.

---

5. Repayment of Loan

Transaction:
On December 31, 2014, the company repaid $5,000 of the bank loan.

Journal Entry:
| Date | Account Title | Debit | Credit | Description |
|---------|------------------|---------|---------|------------------------------|
| 2014-12-31 | Notes Payable | $5,000 | | To record repayment of loan principal |
| | Cash | | $5,000 | Cash outflow for repayment |

Analysis:
- Notes Payable decreases (debit).
- Cash decreases (credit).

Pros:
- Clear reduction of liabilities.
- Accurate reflection of cash outflow.

Cons:
- Repeated repayments may burden cash reserves.

---

Special Considerations for 2014 Transactions

While the above examples cover common transactions, 2014-specific considerations should be kept in mind:

Accounting Standards in 2014
- In 2014, IFRS and GAAP guidelines were well-established, emphasizing fair presentation and consistency.
- The importance of recognizing revenue and expenses in the correct period was critical, especially with evolving
standards.



Tax Implications
- Proper journal entries impact taxable income.
- Accurate recording ensures compliance with tax regulations and avoids penalties.

Technological Tools
- In 2014, many companies transitioned to digital accounting software, aiding in accurate journal entry
creation.
- Use of ERP systems or accounting packages (like QuickBooks, SAP) facilitated automatic posting and error
reduction.

---

Features, Pros, and Cons of Proper Journal Entry Preparation

Features:
- Ensures accuracy and completeness.
- Facilitates audit trails.
- Supports financial statement integrity.
- Enhances internal controls.

Pros:
- Maintains compliance with accounting standards.
- Provides clear financial insights.
- Simplifies financial analysis.

Cons:
- Time-consuming if manual.
- Prone to errors without proper controls.
- Requires trained personnel.

---

Conclusion

Preparing appropriate journal entries, especially credit account entries, is essential for accurate financial
reporting and robust accounting practices. The examples from 2014 transactions demonstrate how to
systematically record various business activities, ensuring that every debit has a corresponding credit.
Whether it is purchasing assets, selling goods, incurring expenses, or managing liabilities, each transaction
must be meticulously documented.

In an era where financial transparency and compliance are paramount, understanding the principles behind journal
entries fosters better financial management. By following standard practices and leveraging technology,
businesses can maintain reliable records that support strategic decision-making and legal compliance. Proper
journal entry preparation, with attention to credit accounts, remains a cornerstone of effective accounting,
both historically and in contemporary practice.
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