JOURNAL

Definition : Now that we have thoroughly grasped the principle of ascertaining
Debtor and Creditor by the applicaticn of three(,g—ow our object should be 1o record
the business transactions properly in a book. The first book to be used for this purpose is
called Journal.

The Word *Journal” has been derived from the French word “Jour”, Jour means day.
So Joumal means daily. Transactions are recorded daily in Journal and hence 1 has been
named so. Il is a book of original entry to record chronologically (i.e. in order of date)
and in detail the various transactions of a trader. Il is also known as “DAY BOOK" because

it contains the account of every /dgy's transactions.

e ——

Characteristics : Journal has the following features :

1 Joumalis the first successlul step of the Double Entry system. A transaction is
recorded first of all in the Journal So, Journal is called the book o(Original

Entry. )

2 A transaction is recorded on the same day il takes place. So, Journal is called
e ( Day Book/ ‘
o5 ,M

chronologically. So. Journal is called Chronological

 Transactions are recorded

saclion the names of the two concerried accounts indicating

r each lran
n in two consecutive

ch is debited and which is credited, are clearly writle
This nakes ledger-posting easy That is why Journal is ~alled "Assist

jger” o1 “Subsidiary Book”.

ant
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written beloW each en'ry )

5 \ Narration IS writlen
- ften | columns — . |
The amount S written n thg last 1wo de amour inDsbi -
and credt amount in Credit column.
Advantages : The following are the advantages of Journal
an .

{  Each uansadionisrecordedas soon as il takes plage~So there is m‘"'ﬂ«h»m,
omitted from the books of account.

Vi ds®

are kept recorded in Journal, chronologicall, .

5 Since the lransactions
ly aspeﬂained vgheq and why a transaction has tay,,

narration, it can be easi

place. 1t adi

the two concerned accounts wij i,
learly written in Journal. So, there
riting the Ledger.

3 For each and every lransaction which of
debiied and which account credited, are ¢
no possibility of committing any mistake in W

4 Since ail the details of trapsactions are recorded in Journal\it is not necessan
lo repeat them in Ledger. As 2 result Ledger is kept lidy and briet. |

5" Joumal shows the complete story of a transaclion in one entry.
6.  Any mistake in Ledger can be easily delecled with'-ihe help of Journal

4 - To enter, register or record 2 transaction in Jotmal ie aallar 1n make an Enry
' ,_try: While recording Iransactions in Journal the following two objects

‘ e:ry shoulg be so clear thal at any future time we may. without 1
oy, percewve the exact nature of the lransaction

::ion should be so classified that we may easiy b2 "
such transactions at the end of a certain penod

¥

L

eflrx_and all pessible details haxe.lg.rffg-c%
FaSacion enfered there. The delals are 2
=i Journal Entry, which is cafled Naration &/

0 3)

.. 4
1;4 - > ' e
s the Eemark or explanation put below 2ach entry md[h‘*

\.

Uale

(1)
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Form of Journal. The Journal is ruled as fuliows.

R LF. Dr. Amount Cr. Ammount

Date Particulars
Dz”L (2) (3)

(1)

Column (1) s meant for writing the date of the liansachion

\—- .

e — i

Colurnn (2) 18 used for recording thi !he?ames ol the iwo accounis alfecled by Ihe
. transaciions. B

Column (3) is meanl for noling the nurmber of the page of the jedger on which the
particular accounl appears in iha! DOOK,

Column (4) shows the amount lo be debiled lo the account named,
. /olumn (5) shows the arnounl lo ‘be credited to the account slated.
R

ules lor Joymalismg The acl of recording lrang; ions_in Journal is_calledy

1. The rules may be summarised as follows :

Use two separale lines lor wiiling the names of the (wo accounts co““mcd
~in each lransaction.

Wnte the name of the debtor or account to be debited in the first line and Ihe
‘name ol the creditor or the account 1o be credited in the next line.

name of the accounl to be debded close 1o the kne slarting the
mn and thal cf the account to be crediled at 3 shor distance

er each debit tem and “To" belore each credil. The !f_:rm ‘Cr”
flem is unnecessary. as if one accounl is debtor, the other mus!
ne entry lrom another a ling IS drawn DekoW EVETY eniry lo cover
: only The line does noi exlerd {0 ?Faoun! column _,

T AN WO 7 T S

GE T Carryre 5"*"’"‘
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JUURNA

Hlustration 4.1 @

A Saiam slaned business with a capital of Rs. 20.000 a0 tos.

-

Cn 1st January, 1931 A
ransactions of the-month were as folows —

Rupees

‘ :541__ 2  ~ Pawchased tL..»L_c‘nrfg fqr cash —— e e 8.000~— -
8 Pwéhasetgouds trom ? 1.000-
- 500~

Soid goods for cash

L]
-t

- 2: GoodGs relurnad to C 100~
B - 22 Soid goods to Rahman 400~
‘ 25 Rn. man reu.'ned‘gOod; o - - 25 -~
. 31 Salaries paid for the monih 200~ \
) 31 Rent paid for the month 150~ O\
Record these transaclions in the Journal 4 7
Solution :
Journal of A Salam
Date | Particulars LF Debit Credi
1991 | Cashaccoumt [ on Rs, . Rs
Jan. 1 _ ~To €Gapital Accounl ' 20.000
(Capial introduced. / 20,000
e Building Accouni . Dr. 8,000
To Cash Account i 8,000
Building purchased for Cash.
.3 Purchases Accounl . Dr 1 000
ToC 1,000
Goods purchased on )
creat from C.
ol 1 Cash Accouni .. Dr. 500
Tu Sales Account | 500
" Gosds soid for cashy '
C .. Dr. 100
10 Purchases m-'.ams Account 100
Goods returnad 1o C
e AT — s TR e A T T T —————— i_ e me = s
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44 PRIN .
F O |‘|l | S
e - I
Jan. 22 Rahman Or 400 '
lo Sales Account 400
Goods soki on credit
25 Sales Returns Account D )
To Rahman 25 ’
Goods returned by him
31 Salaries. Accoun! Dr 200
To Cash Account 200
Salaries paid.
" 31 Rent Account . Dr. 150
To Cash Account 150
Rent paid in cash.
otal 30375 30,375

The proprietor's account in the. business books is called the
oprietor invests money in the business, instead ol giving ;

( should be credited.

# Capital Account :
“Capital Account”. Whenever the pr
credit to his name, Capital accoun

/
~ Drawings Account: Any gash or goods taken away by the proprietor for his personal,
are debited lo "Drawings Account”. Drawings Account,

use are called his drawings and they
like the Capital account, is persopal account of the proprietor.

In book-keeping casting means totalling. The first page
a line across the money column. The total of this page
age. The tolal of the second page will be
last page gives the final total.

rds
awing
tof] of second p
d so on until the

~Casts and carry forwa
of the Journal will be cast by dr
will be carried forward to the

caried forward to the third page [an
another, the wotus Caried forward”

he fitst page and words “brought
A or /o and b/f can also be used.

eiotal of cne page 10
iften at the bottom of |
The abreviations 2

Wwhen carrying forward th
or “carried over « chould be wr
forward’ at the 10p of the next pAge.

~. Compound Joumal E
take place on the same date/a corm

anctions of the same nature

When two or more tran
be made instead of making

ries :
pound journal entry may

separate entries for each saction.
. Cash Discount Entrjes: Cash discount allowed is & husiness loss and, therefore, 15
deb;ed 1o Discount Accoynt. Similarly cash discount received 15 2 business gain and 15

credited to Discount Account.
N Teniry s passed 101 irada discount - The. purchases.or sales

" Trade Discount: MO eniry
ShOlﬂd be reco(dgd at net pﬂc. ie, after doducting the trade discount from the list pnce
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’ =
are (a) given away as chapy, " |
f it

- 3

. aamelimes
ven Away: SO0 L ’
Gi  atp USE (c) distributed free as samples. Such gogds - 4,

Goods SV
;otor for his P : nt but are credile |
the proprietof ocited 10 Sales Accou edited 10 Purer.. s
are not cred! -Nasa. |
Mmth':vez rabigt ™ amount of goods purchased
pecause

.
il

I

justration 4.2 A
hant started busingss with a capital of P5 - ..

On 1st Apri! 1501 a merc
month were as follows —

transactions of the

2 purchased Machinery for Rs.,7,000.

3 BoughtFumiure from Saiman Rs. 300

7 purchased goods for wsfy’Rs. 2.500.

@ Sold goods 0 Rahman & Sons Rs. 1.500.
%5 Bought goods from B.Fﬁs. 1.000 and from C Rs. 2,000

12 Received cash from Rahman & Sons As. 1.450; allowed him «.,
of Rs. 50. < 4_1 ' '
. (D Paid B Cash Rs 975ydiscount received Rs. 25.

16 Retumed Goods lc/ (RRS. 500.

17 hammad Rs. 800

20 Mohammad Rs. 200.

21

of the list price of

Sold goods 10 Oiqf Mo
Goods returned by Din
Purchased from. anm gpods
per cen trade discotnt.
Paid G, Cash RS. 1.500.
G3ve away a Charity cash Rs. 50 and goods worth Rs. 30

. 57 Distributed goods worth Rs. 2003s free samples and goods tak

| use Rs. 100.

by the proprietor for persona
Amoun! withdrawn by the proprietor for private use Rs 200
Salaries paid for the month Rs. 530.

As. 600 'subjfr,: to

ecord these lmnsadibns in the Journal.

Journal

3 Particulars T3 Debit T o

RS. e n

Cash Account 15000 . ;

To Capital Account ‘ ! e
Capital introduced. |
Machinery Accoant 7.000, -4 ;
To Cash Account \ o
Machinery purchased. ,.d,./)/’: |
b 4 C/F. 22,000 / ‘
T L

.
he 4
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Journal (conid,)

- et s cnae . o ——— B —— —
v e o — — - e 'T e e o — 88 bt e - .

Date Particulars LF Oebit Cr.cdnﬁf '
s 9 i S TP S , o
~ Hs, Hs
B/F. 22,000 22,000
Aptil 2 Furniture Account . 3,00
To Salman 300
Furniture purchased on credil’
o St | Purchases Account 2 500
To Cash Account , 2500
Goods purchased for cash, 2 ,
P e
* 8 | Rahman & Sons : 1 500
To Sales Account 150e
Goods sold on credit g
¥ - 10| Purchases Account / 3,000 :
To B / s 1.000
" C 2,000
Goods purchased on credi,
12| Cash Accounl : 1,450
Discount Account : 5)
To Rahman & Sons 1,
Cash received and discount allowed
B 1,000 .
To Cash Account 975
*  Discount Account : 25
Cash paid and discount received
c 500
To Purchases Returns Account | | - S0
| Goods returned to C.
| Din Mohammad ‘ 800
~ To Sales Account ‘ 800
- Goods sold on credit
.'_ : l
sales Returns Account : 200
~ To Din Mohammad i
00ds relurned by him.
CIF. e = 33300 o foe s 33330____
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Journal ‘(conld.)

—

Date Parlicuiars LF. Debil Credi
s, Rs
B/F. | 33.300 33,300
Apri 21 | Purchases Account 540
To Kanm 540
Goods purchased on credi.
9 21 C
“To Cash Account 1,500
Cash paid o C 1,50
i 25 | Chanty Account 80
& Cash Account 50
To Purchases Accounl 30
Cash & goods given n Charily '
* 27 | Free Sampies Acmunt 200
Drawings Accounl 100
“To Purchases AccguntC 300
Goods distributed fre¢/ and iaken
the proprielor for pnvale use.
J
28 | Drawings Accoun 200
: To Cash Account 200
Cash drawn by the proprietor.
.~ Salaries Account 500
~ To Cash Account 500
Salaries paid in cash.
Tolal ... 36,420 36.420

actual praclice even the word “Dr.” is not wrilten after the name of
the account 1o be debiled, because 1 is also impled.

Whe Wﬂi‘glhenameotapersonalaccoum,nisnolconsnered
essary 10 add the world “account” afier the a name of the person.

R R T
e

-—

—— - ——————
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PRINCIPLES OF ACCOUNTING

Bl WY

49
Mustration 4.3
Journalise the following transactions in the books ol Jaleel & Co., Lahore : —
1991 | R
March 1 Jaleel started his business by introducing a machine valuing Rs. 2.000: Goods
worth Rs. 5,000 and Cash Rs. 13.000
n 5 Purchased fumiture for office Rs. 500
q 8 Bought goods from Khalid Bros. Rs. 3.000
* 12 Sold goods for cash Rs. 700.
8 15  Sold goods lo Farman & Co. Rs. 430
5 17  Paid Khalid Bros. Rs. 2,985; Discount received Rs. 15
: 18  Purchased goods from Haji Noor Elahi & Co. Rs. 800 and paid carriage and
_ octroi thereondBs. 70.
* 20 Paid Sundry Trade Expenses in cash Rs. 100
g 22  Paid for office stationery Rs. 250.
B 23 Purchased a typewriter for office use Rs. 900.
* 24 Farman & Co-returned goods worth Rs. 100.
A 25 Two chairs and one table were stolen worth Rs 70
* 26 Paid insurance premium Rs. 450.
“  28. Drew cash lor private expenses Rs. 50.
€ 31 Paid rent Rs. 200; office salaries Rs 500.
Solution :
Date Particulars LF _Deit Credit
1991 Ps. Rs.
March 1| Cash Account 13,000
Siock Account 5,000
Machinery Account 2.000
To Capital Account 20,000
Cash, goods & machinery brought
in as capfal. ¥
“ 5 | Furniture Accounl 500 |
To Cash Account 500
Furniture purchased for Cash.
* 8 | Purchases Accoun! 3,000
To Khalid Bros, 3 000
J Goods purchased on credit. )
:h.‘ » TIEA ' C - maR Le.
i, = 23,500 23.500
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450
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15

70

100

100

20870
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- PaInC Pl s OF ACCOUNTING

Joumal (Conid)

. B
Particulars LF Debi Cre iz
Ps. Rs.
23870 29,876
70
70
430
450
N E 50
: N 50*
e ;
s ‘m = ‘:-: ; .“"
5&') .}
b - 700
31140 31,140

: and main fealures
W record six imaginary entries of different

d 1o the different classes of accounts.
M called the book of original entry.?

- b
H

h, cash accounl will be
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JOURNAL ', \(',l
(L) It the business pays renl, rent account will be and Cail,
account will be. ...
(€) i the business purchases goods for cash, cash account will L
' and purchases account will be
(d) If the business receives commigsion in cash, cash account wil

Ccand commission account will be

Answor @ (a) Debt, Credit;  (b) Debn, Credit  (c) Credit, Dot

. (d) Debit, Credt.

2. Select the best answer ;
() The amount brought in by the proprielor in the business should Le
credited to
. (a)  Cash Account,
toy+  Capttal Account.
(%) Drawings Accoun,

(i) The amounl of salary paid to Sohail should be dcbnod to
(@) The account of Sohail.
tby  Salaries Account.
‘(¢ Cash Account.
(i) The relurn of goods by a cuslomer should be debited 1o
(@ Customer's Account.
4y Sales Relurns Accounl.
(c)  Goods Account.
(iv)  Sales made lo Mabmood for Cash should be debited 1o
4 Cash Account.
(b)  Mahmood
(c)  Sales Accounl.
(v)  The rent paid to the landlord should be credited to
(a) Landlord's Accounl.
(b)  Rent Account.
#7  Cash Account.
(vij  The Cash Discount allowed 1o a deblor should be credited 1o
(@)  Discount Accounl.
dy Cuslomer's Account.
(c)  Sales Account.
(vi)  In case of a debl becoming bad, the amount should be ciedited 10
ta]  Deblor's Account.
(b)  Bad Debts Account.
(c) Sales Account.

Answer () (o) () () (i) 1), (V) (a). () (c). (v) o). (v) (&)

4
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