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The accounting circle is crucial as it enables the business to record and track all the business activities done within a specific period. This enables a systematic entry of the transaction in financial statements and thus ensures accuracy. In nine steps, a business can understand the circle as follows; 
1) Examine all business activities recorded in check stubs, credit memorandums, invoices and sales receipts. This will enable the business to understand the effects of these transactions on the business. 
2) By use of a journal, record all transaction done. This is a chronological record of the business transaction. This eliminates the error of omission. 
3) Transfer the journal recording to ledger accounts. This involves recording the transaction recorded in journals into their respective ledger accounts in the general ledger.
4) At the end of each period, develop a worksheet that shows the credits and debits recorded in the ledger book. The business thus develops a trial balance that extracts its data from the ledger book. This enables the business to understand the financial position of the business. Also, the trial balances enable the business to develop financial statements used in decision making. 
5) The business is supposed to draw the financial statement the trial balance. This acts as a report to the management and stakeholder on the position of the business. In these statements, the change in the capital is shown, and the business's financial position. 
6) Record and post the balancing values of the transaction entries. This derived from the previously developed worksheets. The balancing values are evidence of the changes in financial balances.
7) Register and post the closing balances to show the net income or loss. Also, it enables the business to reduce expenses and show a balance of revenues. 
8) Develop a closing trial balance that shows the ledgers after balancing. This is used as evidence of balances in expenses, revenues and drawing accounts. 
9) Communicate financial information. This involves drawing conclusions from the data recorded in the financial statements for better decision making. This information can be used by managers, owners, accountants, or other interested persons to compare profits and revenues. 
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