Chapter 8 Journal Notes
The first book in which the transactions of a business unit are recorded is called Journal.
Here, business transactions are recorded in chronological order i.e. in the order in which
they occur. Each record in a journal is called an entry. As a journal is the first book in
which entries are recorded, it is also known as a book of original entry.

FORMAT OF JOURNAL
Amount Amount
Date | Particulars | L.F. (Rs.) (Rs.)
Dr. Cr.

Ledger Folio (L.F.): Ledger Folio is the page No. of Ledger on which the Debit A/C &
Credit A/C are to be posted.

TYPES OF ENTRIES

1. Simple Entry: It is that entry in which only two accounts are affected i.e. one account
is debited and another account is credited with an equal amount.

2. Compound Entry : It is that entry in which more than two accounts are involved.
Compound Entries can further be classified into single compound entry and double
compound entry.

In Single Compound Entry several accounts are to be debited and only one account is
to be credited or only one account is to be debited and several accounts are to be
credited.

3. Opening Entry: The entry passed to record the closing balances of the previous year
is called opening entry. While passing an opening entry, all assets accounts are debited
and all liabilities accounts are credited.

Transaction related to Goods

Goods purchased Goods purchased

for cash from ram on Credit

Purchase A/c Dr. Purchase A/c Dr.
1] To Cash A/c 2 | To Ram

(Being goods (Being goods

purchased for purchased from

cash) Ram on credit)




Goods sold for
cash

Cash A/C Dr.
To Sales A/c

(Being goods
sold for cash)

Goods sold on credit
to Mohan

Mohan Dr.
To Sales A/c

(Being goods sold
to Mohan on credit)

Withdrawal of
goods by owner
for personal use

Drawings A/c
Dr.

To Purchase A/c

(Being goods
withdrew by
owner for

personal use)

Goods distributed as
free samples

Advertisement A/c
Dr. To Purchase A/c

(Being goods
distributed as free
samples)

Goods given as
charity

Charity A/c Dr.

To Purchases
A/c

(Being goods
given as charity)

Goods lost by
fire/flood/theft etc.

Loss by fire/theft
A/c Dr.

To Purchase A/c

(Being goods lost
by fire/flood/theft)

Note : Purchases A/c is credited in the above mentioned entries at S. No. 5 to 8 because
the goods are going out of our business on cost and it is not a sale hence, deducted
from the purchases A/c.

Transaction related to Bank



Cash deposited into
the bank

Bank A/c Dr.
To Cash A/c

(Being cash
deposited to
Bank)

Cash withdrawn
for office use

Cash A/c Dr.
To Bank A/c

(Being cash
withdrew from
bank for

office use)

When cheque is
received from
customer and
deposited into bank
same day.

Bank A/c Dr.

To Customer’s
personal A/c

(Being cheques
deposited into
bank)

Cash withdrawn
for personal use
by owner.

Cash A/c Dr.

To Bank A/c

(Being cash
withdrew for
personal use)

When cheque is
received from
customer and not
deposited into bank
same day.

No Entry

When above
cheque (Point 4) is
deposited later
into bank

Bank A/c Dr.

To Customer s
personal A/c

(Being cheques
deposited into
bank received




When payment is
made through
cheque

Personal A/c Dr.

When expense is
paid through
cheque.

Expense A/c Dr.

8

U BRI SAVLE To Bank A/c
(being payment (Being expense
made to ........ by aid by cheque)
cheque) P y cheq

When Bank
When interest is charges for the
allowed by the services provided.
bank.

Bank Charges
Bank A/c Dr. - A/c Dr.
To Interest A/c To Bank A/c
(Being interest (Being Bank
allowed by bank) charges

deducted)

Note:- Bank A/C will be debited if the amount is deposited/credited by bank & Bank
A/C will be credited if the amount is withdrawn/debited by bank.

Note:- Cash also will be debited if business receives it & Credited if Business paid it.
Transaction related to Expense or Income

Expense paid by

Expense is
bank / Cash by the

outstanding during

Business a

Expense A/c Dr. Current F.Y.

To Cash / Bank A/c Expense A/c Dr.




(Being expense
paid by cash/Bank)

To Outstanding
Exp. A/c

(Being expense is
due but not paid)

Expense paid in

Income received in

Tra

nsaction related to Ex

advance Cash/Bank
Prepaid Expense Cash/Bank A/c
A/c Dr. Dr.
3 4
To Cash/Bank A/c To Income A/c
(Being expense (Being Income
paid in advance by received in cash /
cash/ Bank) bank)
Income received in
Income due but not SR
. advance.
received
Outstanding [C)?sh/Bank e
Income A/c Dr. ’
° ® To P id
To Income A/c © Frepal
Income A/c
(Being Income due Befine) faem
but not received) . )
received in
advance)
Transaction related to Expense or Income

pense or Income

When Assets is
purchased in
Cash/Bank

Assets A/c Dr.

Depreciation charged
on assets

Depreciation A/c
Dr.




To Cash / Bank
A/c

(Being Assets
purchased in
cash/Bank)

To Assets A/c

(Being Depreciation
charged on assets
@ .... %)

Assets Sold by the
business

Cash/Bank A/C
Dr.

To Assets A/c

(Being Assets
sold in
cash/Bank)

Liabilty arise when
business raise funds.

Cash/Bank A/c Dr.
To Liability A/c

(Being fund raised)

Payment of
Liability

Liability A/c Dr.

To Cash/Bank
A/c

(Being Liability
paid in
Cash/Bank)

Some other Journal Entries

Bad Debts (when
Debtors fail to pay
due)

Bad Debts Dr.

To Debtors A/c

Bad Debts
Recovered

Cash / Bank A/c
Dr.

To Bad Debts
Recovered A/c




(Being amount Bad
Debts)

(Being bad debts
recovered )

Debtors Become
insolvent

Cash/Bank A/c Dr.
(Amt. Received)

Bad Debts Dr.
(Amt. not rec.)

To Debtors A/C
(the due amt)

(Being Debtors
become insolvent
could pay only
........ paise in a
Rupees)

Interest on Capital

Interest on
Capital A/c Dr.

To Capital A/c

(Being Interest
on capital
credited by
business in
capital A/c)

Interest on drawing

Capital A/C Dr.

To Interest on
Drawing A/c

(Being interest on
Drawing charged
by business from
capital A/c)




