JOURNAL

Journal is a daily record of business transactions. It is also called a 'Day Book' and is used for
recording all day today transactions in the order in which they occur. It is a book of prime entry
(also called book of original entry) because all transactions are recorded first in this book. The
process of recording a transaction in the journal is called 'Journalising' and the entries made in
this book are called journal entries.
PERFORMA OF JOURNAL:

Date

Particulars

L.F.

Dr.
Amount(Rs.)

Cr.
Amount(Rs.)

The Journal is divided into five columns. The first column is used for writing the date of the
transaction. It is customary to write the year at the top of the column only once and then in the
next line the month and date are written.

The second column called 'Particulars' column. The names of the two accounts affected by the
transaction are to be recorded in this column. The name of the account to be debited is written
first. The abbreviation 'Dr,' for debit is also written against the name of the account to be
debited. It is written on the same line very close to the L. F. column. In the next line, the name
of the account to be credited is written. It is always preceded by the word 'To'. It is not necessary
to write 'Cr.' against the name of the account to be credited. In the next line, a brief description
of the transaction is also given within brackets. It is called 'Narration'. After writing the
narration a line is drawn in the particulars column to separate one entry from the other.
The third column L. F. (Ledger Folio) is meant for writing the page number of the ledger where
the concerned account appears. This column is filled at the time of posting into the ledger. The
fourth and the fifth columns are meant for recording the amounts with which the two accounts
have been affected, the amount to be debited is entered in the debit amount column against the
name of the account debited, and the amount to be credited is entered in the credit amount

column against the name of the account credited. Both the amounts will always be equal.
Transactions relating to goods:

The term goods refer to articles which are traded by the firm i.e., articles bought for resale. For
example, for a book-seller books are goods, for an electrical store fans and other electrical
items are goods, for a furniture dealer table and chairs are goods. Articles bought, for using
them in business are not to be treated as goods. They may be fixed assets or consumables and
are to be treated as such in books of account.
The transactions relating to goods include purchases, sales, purchases returns and sales returns.
Normally, as per rules, when goods are bought you will debit the Goods Account and when
they are sold you will credit the Goods Account. Similarly, when goods are returned by your
customer you will debit the Goods Account and when you return goods to the suppliers, you
will credit the Goods Account. In other words, for all transaction relating to goods you will
maintain only one account viz., Goods Account.
i) Purchases Account - for recording all purchases of goods
ii) Sales Account - for recording all sales of goods

iii) Returns Onwards Account or Purchases Returns Account - for recording
goods returned to suppliers
iv) Returns Inwards Account or Sales Returns Account - For recording goods returned by
customers
v) Stock Account -for goods in stock (unsold goods) as at the end of the year

Thus, when goods are purchased you will debit the Purchases Account and when they are sold
you will the credit the Sales Account. Similarly, when goods are returned by your customers
you will debit the Returns Inwards Account (or Sales Returns Account) and when you return
goods to the suppliers you will credit Returns Outwards Account (or Purchases Returns
Account). There will be no Goods Account at all. This helps in ascertaining the amount of
purchases and sales more quickly and correctly.

Example :

