Journal
Journal means a daily register a book containing a complete recorder of every day’s transactions. The very first process of accounting is to record the business transactions in the books of books of account in terms of money. This process is called journalizing. Journal is the book of only original entry in which all transaction first entered chronologically. As transactions occur they are first recorded in the journal. For this reason journal is called the book of original entry or primary book. We have already discussed the rules for debit and credit. Let us now practice the method to record business transactions;
Functions of Journal:
It functions are two: (i) to analyze each transaction into debit and credit so as to facilitated their transference into the ledger. (ii) to arrange transaction chronologically or in order of date.
Sub division of Journal:
(i) Cash book: For recording all cash received and also payment and also discount allowed and discount received.
(ii)	Purchases book for recording all goods purchases on credit.
(iii)	Sales book for recording all sales goods on credit.
(iv)	Sales return books for recording all sales return by customer.
(v)	Purchase return book for recording goods return to supplier 
(vi)	Bill receivable book for recording all bills receivable
vii)    Bill payable book for recording all bills payable
(viii)	Journal proper/General Journal for recording those transactions for which there is no separate book. Beginning entry, closing entry, adjustment entry, rectification, transfer entry.

Specimen of Journal                                                           Dr.                     Cr.
	Date 
	Particulars
	LF
	Amount (TK)
	Amount (TK)

	2011
Jan. 01 
	Cash A/C                                     Dr
Capital A/C                                 Cr
	
	50,00,000
	
50,00,000






Ledger:
This is the second stage of accounting process. The individual accounts are normally maintained in a book referred to as ledger. It is the most important book of accounts, because it includes all the summaries of transactions. Therefore, it is called the principal book or king of the books of accounts. It provides a permanent record of the financial transactions of a firm.
Ledger is the destination of all entries made in the subsidiary books or Journals.
Mr. Arthur Fieldhouse: Ledger is the permanent store house of all the transactions:
L.C. Croper. The book in which a trader’s transactions are recorded in a classified permanent form is called the ledger. 
After the business transactions have already been recorded in journal the transactions are transferred and posted to the principal book which is called ledger in order to find the cumulative effect of business transactions. The ledger contains all the financial records in classified form.
Every ledger account is divided into two sides. The left side is known as the debt side and the right hand side as the credit side. If the debit side of any account in the ledger is greater than credit side the difference is called debit balance on the other hand credit side of any account in the ledger is greater than debit side the difference is called credit balance. A debit balance of any account may represent either an asset or an expense. It relates to a personal account or a real account. A credit balance of any account represents either a liability or a gain. It relates to a personal account, liability account and nominal account.
Rules for preparing ledger account (a) Drawing the form (b) Posting (c) Folioing (d) Casting (e) Balancing
Specimen of Ledger Account:
Dr                                                                                                                               Cr                                                                                                                                                         
	Date
	Particulars
	JF
	Amount Tk
	Date
	Particulars
	JF
	Amount Tk

	2013
	


	
	5,000
	2013
	
	
	10,000


Classification of Ledger:
Personal ledger: debtor and creditor
Impersonal ledger: nominal ledger; private ledger
Trial Balance:
The third process of accounting is the preparation of trial balance which is a summary of debit balances and credit balances of ledger account. After the end of the financial or accounting period, which may be of six months or twelve months or of any given date, all the ledger accounts are balanced, and the balance figure is taken in the trial balance to prove the arithmetical accuracy of the accounts in the ledger and to facilitated the preparation of final accounts.
After all the transactions for a particular period have been duly entered in the books and properly posted. The book keeper will need to try whether he had correctly transferred all the entries from the original record into the ledger. With this object in view he will prepare a trial balance, which means list of balances, debit and credit standing in the books at any given date. A trial balance may thus be defined as a statement of debit and credit balances extracted from the ledger, with a view to testing the arithmetical accuracy of the books. 
R.N. Carter – A trial balance is a schedule or list of balances both debit and credit extracted from the account in the ledger and including the cash and bank balances from the cash book.
The both sides of trial balance must be equal. The agreement of the trial balance furnishes a very useful check upon the ledger postings. As a mater of fact it proves two things:
(i)	That both the aspects of each transaction have been recorded and
(ii)	That the books are arithmetically accurate.
In the case of agreement of trial balance, the presence of errors is indicated, which must be found out and rectified.
If the books are arithmetically correct the total of the debit balances must agree with the credit balances.

Method of constriction of Trial Balance: A Trial Balance is usually prepared on loose sheets ruled in a form similar to that of the journal, with debit and credit money column. All debit balances are entered in the debit (left side) column and the credit balances in the credit (right side) column. Closing stock will not be included in the Trial Balance.
Items of trial balance:
	Debit items:
Assets, Expenses, Purchases, Return in, Drawings,
	Credit items:
Capital liabilities, revenues, sales income reserve fund, return out

	
	


At time of the preparation of the Trial balance we must remember that the closing stock never be included in the Trial Balance.

Limitations of trial balance or errors which are not detected by trial balance: some errors which undetected even with the agreement of trial balance. The trial balance may agree and yet there may be some errors in the book remaining undisclosed.

(i) Errors of omission: If an entry has not been made in a subsidiary book, both the debit and credit of that transaction would be omitted and the agreement of the trial balance will not be affected.

(ii) Errors of commission: When an entry has been made in a subsidiary book wrongly. If a credit sale of Tk. 500 is wrongly entered in the day book as Tk. 50 the trial balance will not detect such an error.

(iii) Errors of misposting: If Rahim’s account has been debited instead of Rahman’s account the trial balance will not detect such an error.

(iv) Compensating errors: Some errors arise from the over debits or under debits of account being neutralized by the over credits and under credits to the same extent of some other accounts, it is known as compensating errors.

(v) Errors of principle: There are certain errors which arise from the debiting or crediting of wrong heads of account, these errors will not make the trial balance disagree. 










M/S X Enterprise
Journal Entries                                                                      
                                                                                                       Dr.                 Cr.
	Date
	Particulars
	LF
	Amount
	Amount

	2021
Feb. 1
	Cash A/c                   Dr.
       X’s Equity A/c                 Cr.
	25
	500000
	
500000

	Feb. 2
	Cash A/c                   Dr.
      Bank Loan    A/c               Cr.
	
	200000
	
200000

	Feb. 3
	Computer’s A/c        Dr.
    Cash     A/c                          Cr.
	
	50000
	
50000

	Feb. 4
	Salary A/c                Dr.
     Cash A/c                             Cr.
	
	20000
	
20000

	Feb. 5
	Cash A/c                  Dr.
       Sales    A/c                       Cr.
	
	100000
	
100000

	Feb. 6
	Purchase  A/c           Dr.
        Cash  A/c                         Cr.
	
	50000
	
50000

	Feb. 7
	Purchase  A/c           Dr.
        Mr. Zabid  A/c                  Cr.
	
	30000
	
30000


Accounting Cycle:
[bookmark: _GoBack]Transaction>Journal> Ledger> Trial Balance>Preparation of Financial Statement> Analysis & Interpretation of Financial Statement
Assets = Liabilities   +   Owner’s Equity   + Income - Expenses  
1. Mr. X started a business with cash Tk. 500,000
2. Loan from bank Tk. 200000
3. Purchased a computer for cash Tk. 50000 [ Computer +   Cash - ]
4. Salary paid to employee Tk. 20000
5. The business sells goods for cash Tk. 100000
6. Purchased goods for cash Tk. 50000
7. Purchased goods from Mr. Zabid Tk. 50000 on credit.
Accounting Equation: Assets + Expenses = Liabilities  +  Owner’s Equity  + Income 
Balance = Total Debit Amount-Total Credit Amount
Debit Balance = Debit Amount > Credit Amount (Assets & Expenses)
 Credit Balance= Credit Amount> Debit Amount ( OE+L+I)
Specimen of Ledger
Dr.                                                      Bank A/c.                                                                Cr.
	Date
	Particulars
	JF
	Amount
	Date
	Particulars
	JF
	Amount

	Jan1
Jan2

	Cash
Mr. Robi
	
	50000
30000
	Jan3
	Cash A/C
	
	20000

	
	Total Debit
	
	80000
	
	Total Credit
	
	20000

	
	Total Credit
	
	20000
	
	
	
	

	
	Balance (Dr.)
	
	60000
	
	
	
	


.....................................................................................................................................................
Dr.                                                   Cash A/c                                                                    Cr.
	Date
	Particulars
	JF
	Amount
	Date
	Particulars
	JF
	Amount

	Feb.1
Feb.2
Feb.5
	Mr.X’s Equity A/c
Bank Loan    A/c
Sales    A/c
	12
	500000
200000
100000
	Feb.3
Feb 4
Feb.6
	Computer’s A/c
Salary A/c
Purchase  A/c

	
	50000
20000
50000

	
	Total Debit Amount
	
	800000
	
	Total (Cr)
	
	120000

	
	Total Credit Amount
	
	120000
	
	
	
	

	
	Balance (Dr)
	
	680000
	
	
	
	



Dr.                                                     Computer’s A/c                                                       Cr.
	Date
	Particulars
	JF
	Amount
	Date
	Particulars
	JF
	Amount

	Feb3
	Cash A/c
	
	50000
	
	
	
	00

	
	Total Debit
	
	50000
	
	Total Credit
	
	00

	
	Credit Amount
	
	    000
	
	
	
	

	
	Balance (Dr)
	
	50000
	
	
	
	



Dr.                                                   Salary A/c.                                                        Cr.
	Date
	Particulars
	JF
	Amount
	Date
	Particulars
	JF
	Amount

	Feb4
	Cash A/c
	
	20000

	
	
	
	000

	
	Total Debit
	
	20000
	
	Total Credit
	
	000

	
	Credit Amount
	
	    000
	
	
	
	

	
	Balance (Dr)
	
	20000
	
	
	
	



Dr.                                               Purchase’s A/c                                                         Cr.
	Date
	Particulars
	JF
	Amount
	Date
	Particulars
	JF
	Amount

	Feb5
Feb7
	Cash A/c
Mr. Zabid  A/c
	
	50000
30000

	
	
	
	000

	
	Total Debit
	
	80000
	
	Total
	
	000

	
	Total Credit Amount
	
	  0000
	
	
	
	

	
	Balance (Dr)
	
	80000
	
	
	
	





Dr.                                                    X’s Equity A/c.                                                   Cr.
	Date
	Particulars
	JF
	Amount
	Date
	Particulars
	JF
	Amount

	
	
	
	00
	Feb1
	Cash A/c
	
	500000


	
	Total Debit
	
	00
	
	Total Credit
	
	500000

	
	
	
	
	
	Debit Amount
	
	        00

	
	
	
	
	
	Balance (Cr)
	
	500000




Dr.                                              Bank Loan A/c                                                                 Cr.
	Date
	Particulars
	JF
	Amount
	Date
	Particulars
	JF
	Amount

	
	
	
	000
	Feb2
	Cash A/c
	
	200000


	
	
	
	000
	
	Total Credit
	
	200000

	
	
	
	
	
	Debit Amount
	
	     000

	
	
	
	
	
	Balance (Cr)
	
	200000



Dr.                                              Mr. Zabid A/c.                                                                 Cr.
	Date
	Particulars
	JF
	Amount
	Date
	Particulars
	JF
	Amount

	
	
	
	000
	Feb2
	Purchase  A/c
	
	30000

	
	
	
	000
	
	Total Credit
	
	30000


	
	
	
	
	
	Debit Amount
	
	   000

	
	
	
	
	
	Balance (Cr)
	
	30000






Dr.                                                    Sales A/c.                                                   Cr.
	Date
	Particulars
	JF
	Amount
	Date
	Particulars
	JF
	Amount

	
	
	
	00
	Feb6
	Cash A/c
	
	100000


	
	Total Debit
	
	00
	
	Total Credit
	
	100000

	
	
	
	
	
	Debit Amount
	
	       00

	
	
	
	
	
	Balance (Cr)
	
	100000





Dr.                                          Trial Balance:                                                   Cr.
	Assets & Expenses
	Amount
	Particulars (OE+L+I)
	Amount

	Cash A/c
Computer A/c
Salary A/c.
Purchase’s A/c
	680000
  50000
  20000
  80000
	X’s Equity A/c
Bank Loan A/c
Sales A/c
Mr. Zabid A/c
	500000
200000
100000
  30000

	Total
	830000
	Total
	830000



3. Trial Balance:

Trial Balance
	Particulars
	Amount
	Particulars
	Amount

	Assets
Expenses
	
	Owner’s Equity/Capital
Liabilities
Income
	

	Total
	830000
	Total
	830000



Q: Mr. Robert commenced business on 1st January, 2011 with a capital of $100,000 in cash. On the same date he opened the bank account in ADCB and deposited $20,000. During the month of January 2011 the following transactions took place:

Jan 1 Bought goods for cash 70,000

2 Sold goods to Steve Co. (Credit) 38,000

15 Sold goods for cash 9,000

21 Steve Co. paid by cheque 35,000

22 Stationery bill paid by cheque 2,000

22 Telephone bill by cash 500

31 Paid rent by cash 2,000

Paid salaries by cash 3,000

Withdrew cash personal use 5,000

                                         Journal Books                                Dr.                Cr. 
	Date
	Particulars
	LF
	Amount
	Amount

	Jan 1
	Dr Cash on hand 80,000
Dr Bank 20,000 
Cr Capital 100,000
	
	
	


	
	Dr Purchases/Inventory 70,000
Cr Cash on hand 70,000
	
	
	

	
	2. Dr Debtors 38,000
Cr Sales 38,000

	
	
	

	
	15. Dr Cash on hand 9,000
Cr Sales 9,000
	
	
	

	
	21. Dr Bank 35,000
Cr Debtors 35,000
	
	
	

	
	22. Dr Stationery expense 2,000
Cr Bank 2,000
	
	
	

	
	22. Dr Telephone expense 500
Cr Cash on hand 500
	
	
	

	
	31. Dr Rent expense 2,000
Cr Cash on hand 2,000
	
	
	

	
	31. Dr Salaries 3,000
Cr Cash on hand 3,000
	
	
	

	
	31. Dr Drawings 5,000
Cr Cash on hand 5,000
	
	
	




Required:
Record journal entries for the transactions and post them to ledgers.








On April 01, 2016 Anees started business with Rs. 100,000 and other transactions for the month are:
2. Purchase Furniture for Cash Rs. 7,000.
8. Purchase Goods for Cash Rs. 2,000 and for Credit Rs. 1,000 from Khalid Retail Store.
14. Sold Goods to Khan Brothers Rs. 12,000 and Cash Sales Rs. 5,000.
18. Owner withdrew of worth Rs. 2,000 for personal use.
22. Paid Khalid Retail Store Rs. 500.
26. Received Rs. 10,000 from Khan Brothers.
30. Paid Salaries Expense Rs. 2,000


Prepare general journal entries for the following transactions of a business called Pose for Pics in 2016:
Aug. 1: Hashim Khan, the owner, invested Rs. 57,500 cash and Rs. 32,500 of photography equipment in the business.
       04: Paid Rs. 3,000 cash for an insurance policy covering the next 24 months.
      07: Services are performed and clients are billed for Rs. 10,000.
      13: Purchased office supplies for Rs. 1,400. Cash paid Rs. 400 and remaining outstanding.
      20: Received Rs. 2,000 cash in photography fees earned previously.
      24: The client immediately pays Rs. 15,000 for services to be performed at a later date.
     29: The business acquires photography equipment. The purchase price is Rs. 100,000,
            pays    Rs. 25,000 cash and signs a note for the balance.



Record the journal entries for the following:

1 - Business started with cash 8,000 and plant & machinery 3,000.
2 - Stock purchase for sale (cash purchase) = 3,000, credit purchase = 5,000
3 - Wages paid 120,000 (including 20,000 relating to a future year).
4 - Salaries paid 200,000 but due 110,000.
5 - Sales made for cash 600,000 and on credit 800,000.
6 - Depreciation 10 percent on plant & machinery.
7 - Goods costing 20,000 destroyed by fire.
8 - Payment made to creditors to the value of 200,000 at 10 percent discount.
1. Dr Cash 8,000 
Dr Plant and machinery 3,000
Cr Capital 11,000

2. Dr Purchases 8,000
Cr Cash 3,000
Cr Creditors 5,000

3. Dr Wages (expense) 100,000
Dr Prepaid Wages (asset*) 20,000
Cr Cash 120,000 
4. Dr Salaries (200,000 + 110,000) 310,000
Cr Cash 200,000
Cr Salaries owing 110,000 
5. Dr Cash 600,000
Dr Debtors 800,000
Cr Sales 1,400,000

6. Dr Depreciation (3,000 x 0.1) 300
Cr Accumulated Depreciation 300

7. Dr Loss due to fire (expense) 20,000
Cr Purchases/Cost of Goods Sold 20,000 
8. Dr Creditors 200,000
Cr Cash 180,000
Cr Discount Received (200,000 x 0.1) 20,000 

1. Goods purchased from RAM on credit 6,000
2. Goods returned to RAM 2,000

1. Dr Purchases 6,000
Cr Creditor 6,000

2. Dr Creditor 2,000
Cr Purchases Returns 2,000
1. cash a/c 8,000 
plant and machinery a/c 3,000
n capital a/c 11,000

2. purchase a/c 8,000
cash a/c 3,000
creditors a/c 5,000

3. wages a/c 100,000
wages for the year a/c 20,000
cash a/c 120,000

4. salary a/c 200,000
cash a/c 90,000
credit a/c 110,000

5. cash a/c 600,000
creditors a/c 800,000
sale a/c 1,400,000

6. depreciation a/c 300
cash a/c 300


Example 2:
Mr. John started a T-shirts business to be known as “John T-shirts”. He performed following transactions during the first month of operations:
1. Mr. John invested a capital of $15,000 into his business.
2. Acquired a building for $5,000 cash for business use.
3. Bought furniture for $1,500 cash for business use.
4. Purchased T-shirts from a manufacturer for $3,000 cash.
5. Sold T- shirts for $1,000 cash, the cost of those T-shirts were $700.
6. Purchased T-shirts for $2,000 on credit.
7. Sold T-shirts for $800 on credit, the cost of those shirts were $550.
8. Paid $1,000 cash to his payables.
9. Collected $800 cash from his receivables.
10. The shirts costing $100 were stolen by someone.
11. Mr. John paid $150 cash for telephone bill.
12. Borrowed money amounting to $5,000 from City Bank for business purpose.




