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A	Journal	entry	is	the	first	step	of	the	accounting	or	book-keeping	process.	In	this	step,	all	the	accounting	transactions	are	recorded	in	general	journal	in	a	chronological	order.	The	general	journal	is	maintained	essentially	on	the	concept	of	double	entry	system	of	accounting,	where	each	transaction	affects	at	least	two	accounts.	Other	names	used	for
general	journal	are	“journal	book”	and	“book	of	original	entry”.	The	process	of	making	a	journal	entry	The	first	step	in	the	process	of	preparing	a	journal	entry	is	to	analyze	the	accounts	involved	in	a	business	transaction	and	then	apply	the	rules	of	debit	and	credit	based	on	the	type	of	each	account.	After	identifying	the	accounts	involved	in	the
transaction	and	deciding	upon	the	applicable	rules,	the	journal	entry	is	recorded	in	the	general	journal	in	a	specified	format	which	includes	the	following	details:	Date	of	transactionLedger	accounts	involvedAmount	of	transactionA	brief	narration	to	describe	the	transaction	Format	of	general	journal	Let’s	understand	the	format	of	general	journal	and
the	process	of	making	a	journal	entry	through	an	illustration.	Transaction:	January	05:	Purchase	of	machinery	by	making	cash	payment	of	$15,000.	Analysis	of	transaction:	Recording	journal	entry:	According	to	rules	of	debit	and	credit,	when	an	asset	increases,	its	account	is	debited	and	when	an	asset	decreases,	its	account	is	credited.	In	this
transaction,	machinery	(an	asset)	is	increasing,	and	cash	(an	asset)	is	decreasing.		So	the	journal	entry	would	be	made	as	follows:	All	business	transactions	are	recorded	in	the	general	journal	in	a	manner	illustrated	above.	After	making	journal	entries	in	the	journal,	they	are	periodically	posted	to	the	ledger	accounts.	Example:	The	Moon	Service	Inc.
engaged	in	the	following	transactions	during	the	month	of	November	2015:	Nov.	01:	Issued	20,000	shares	of	common	stock	at	$20	per	shareNov.	03:	Paid	office	rent	for	the	moth	of	November	$500.Nov.	06:	Purchased	office	supplies	$250.Nov.	12:	Purchased	office	equipment	on	account	$4,500Nov.	16:	Purchased	business	car	for	$25,000.	Paid
$10,000	cash	and	issued	a	note	for	the	balance.Nov.	21:	Billed	clients	$24,000	on	account.Nov.	25:	Declared	dividends	$3,000.	The	amount	of	dividends	will	be	distributed	in	December.Nov.	28:	Paid	utility	bills	for	the	month	of	November	$180.Nov.	29:	Received	$20,000	cash	from	clients	billed	on	November	21.Nov.	30:	Paid	salary	for	the	month	of
November	$7,500	Required:	Record	the	above	transactions	in	a	general	journal.	Solution:	The	use	of	software	packages	for	journalizing:	These	days	most	of	the	companies	use	some	form	of	software	package	that	automates	many	tasks	involved	in	journalizing	their	business	transactions.	A	basic	understanding	of	manual	procedure	to	record
transactions	in	a	general	journal	is,	however,	necessary	to	know	how	software	packages	perform	their	function.	Click	on	the	next	link	below	to	see	how	ledger	accounts	of	Moon	Service	Inc.	will	be	prepared.	More	from	Accounting	cycle	(explanations):	April	29,	2022	April	29,	2022/	Steven	Bragg	The	general	journal	is	part	of	the	accounting	record
keeping	system.	When	an	event	occurs	that	must	be	recorded,	it	is	called	a	transaction,	and	may	be	recorded	in	a	specialty	journal	or	in	the	general	journal.	There	are	four	specialty	journals,	which	are	so	named	because	specific	types	of	routine	transactions	are	recorded	in	them.	These	journals	are	the	sales	journal,	cash	receipts	journal,	purchases
journal,	and	cash	disbursements	journal.	There	could	be	more	specialty	journals,	but	the	four	accounting	areas	represented	by	these	journals	contain	the	bulk	of	all	accounting	transactions,	so	there	is	usually	no	need	for	additional	journals.		Instead,	by	default,	all	remaining	transactions	are	recorded	in	the	general	journal.	Once	entered,	the	general
journal	provides	a	chronological	record	of	all	non-specialized	entries	that	would	otherwise	have	been	recorded	in	one	of	the	specialty	journals.Examples	of	General	Journal	EntriesExamples	of	transactions	recorded	in	the	general	journal	are	asset	sales,	depreciation,	interest	income	and	interest	expense,	and	stock	sales.Journal	Entry
FormatTransactions	are	recorded	in	all	of	the	various	journals	in	a	debit	and	credit	format,	and	are	recorded	in	order	by	date,	with	the	earliest	entries	being	recorded	first.	These	entries	are	called	journal	entries	(since	they	are	entries	into	journals).	Each	journal	entry	includes	the	date,	the	amount	of	the	debit	and	credit,	the	titles	of	the	accounts
being	debited	and	credited	(with	the	title	of	the	credited	account	being	indented),	and	also	a	short	narration	of	why	the	journal	entry	is	being	recorded.	An	example	of	a	journal	entry	that	would	be	recorded	in	the	general	journal	is:	Date	Account	Debit	Credit	June	30	Depreciation	expense	10,000										Accumulated	depreciation			10,000			To	record
depreciation	for	the	month	of	June	After	the	transactions	are	recorded	in	these	journals,	a	summary	of	all	the	transactions	is	posted	in	each	journal	to	the	general	ledger,	which	contains	all	of	a	company's	accounts.	An	account	is	a	separate,	detailed	record	associated	with	a	specific	asset,	liability,	equity,	revenue,	or	expense	item.	Examples	of
accounts	are:Accounts	Receivable	(an	asset	account)Accounts	Payable	(a	liability	account)Retained	Earnings	(an	equity	account)Product	Sales	(a	revenue	account)Cost	of	Goods	Sold	(an	expense	account)In	summary,	an	accounting	transaction	is	recorded	into	a	journal,	and	then	the	information	in	the	journal	is	posted	into	the	accounts	which	are
stored	in	the	general	ledger.	The	general	journal	is	the	repository	for	transactions	that	are	not	recorded	in	a	specialty	journal.	Thus,	the	general	journal	can	be	considered	an	intermediate	repository	of	information	for	some	types	of	information,	on	the	way	to	its	final	recordation	in	the	general	ledger.Other	General	Journal	IssuesThe	general	journal
was	more	visible	in	the	days	of	manual	record	keeping.	With	nearly	everyone	now	using	accounting	software	to	record	their	accounting	transactions,	it	is	not	so	readily	apparent.	Instead,	the	software	makes	it	appear	as	though	all	transactions	center	around	the	general	ledger,	with	no	specialty	journals	in	use	at	all.	April	29,	2022/	Steven	Bragg/
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