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· Meaning of a Journal:
· A Journal is a chronological record of financial transactions of a business.
· It is book of prime entry or original entry in which all the business transactions are recorded the first in the sequence in which the transactions had actually occurred.

· Characteristics:
· It is a chronological record of financial transactions of a business.
· It is a book of original entry which records all the details of transactions from various source documents.
· It records both the aspects of a transaction i.e., debit and credit using Double Entry System of Book Keeping.
· It gives complete details of a transaction in one entry.
· It forms the base for recording or transferring the journalised transactions to the individual accounts known as Ledger Accounts.
· Since, all the transactions are recorded for the first time in a Journal, it is correctly known as a Book of Original Entry.

· Advantages:
· It provides complete accounting information in a chronological order.
· It reduces the chances of errors in the accounting records since the amount debited can be verified with the amount of corresponding credit.
· It provides a base for recording or transferring the entries in the individual ledger accounts.
· It helps in locating the errors in case of disagreement of Trial Balance.
· It provides with the description of transaction that has been recorded that helps identify reason for the record.

· Types of Journal Entries:
· Simple Journal Entry: It is the type of entry in which only two accounts are affected where one account is debited and another account is credited with an equal amount.
· Compound Journal Entry: It is the type of entry in which more than two accounts are affected i.e., one or more accounts are debited and/or one or more accounts are credited or vice versa.
· Format: Following is the format of a Journal along with the explanation for each head:

Journal
	Date

(1)
	Particulars

(2)
	L.F.

(3)
	Debit
 (4)
	Credit
 (5)

	
	
	
	
	








· Date: Date of the transaction is entered in the first column. This date is entered only once unless and until there is change in the date of transaction. It should be entered in a proper sequence.
· Particulars: Each business transaction has two accounts- debit and credit. In the first line of the particular column, name of the debit account is written along with word “Dr.” at the end. In the second line, start with the word “To” and after some space from the margin, the name of the credit account is written.
· Narration: Explanation of the transaction is provided within the brackets after each journal entry is called narration.
· Ledger Folio: All journal entries are posted later into the ledger accounts. The page number or folio number of the ledger is recorded in the L.F. column of the journal. Till then, the column remains blank.
· Debit: The amount of the account being debited is written in this column.
· Credit: The amount of the account being credited is written in this column.

· Limitations:
· As the numbers of transactions in a business are large, journal becomes bulky and voluminous and therefore is not suitable in case of such large volume of transactions.
· It is considered as a difficult process as recording of journal entries requires proper identification of accounts and correct compliance of the accounting concepts and conventions.
· Cash transactions are usually recorded in a separate book called ‘cash book’. Those transactions are not recorded in journal.
· After recording journal entries, separate ledger account is required to be prepared for individual account balances. Therefore, a Journal can never be used as a substitute to ledger.
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