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REVIEW OF TERMS TO DATE IN CHAPTER 4

Objectivity Principle:  accounting data should be verifiable

Source Documents:  business forms (papers) that give evidence 
of business transactions on a certain data.

Purchase Invoice - a copy of an invoice, received by the buyer, 
to give evidence of the purchase made

Sales Invoice - a source document that gives evidence of a sale

Remittance Slip - a source document proving the receipt of a 
customer's cheque
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REVIEW OF TERMS TO DATE IN CHAPTER 4

Journal - a daily record of business transactions in debit and credit 
form; a book of original entry.

General Journal -  a two column journal

Journalizing - the process of analyzing transactions into debits and 
credits, and recording the results in a journal.

Opening Entry - the first entry to establish an account

Compound Entry - an entry that involves more than two accounts
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Topic 3 - Posting Transaction Data

A journal provides a chronological record of business transactions

From the journal can the owner tell with a quick glance
How much  cash is available in the bank?
How much is owing from customers on account?
How much is owing to the bank?
How much is owing to creditors on accounts payable?
How much revenue has been earned?
How many expenses have been incurred?
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The journal is a record of all transactions.  How much time would it take 
to search the journal for all entries affecting one account?

Once debits and credits have been recorded in the journal, accounting 
information must be transferred from the journal to the individual 
accounts in the ledger.  This process is called posting.

POSTING - transferring debits and credits from the journal to the 
ledger
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Introducing the Modern Ledger

- we learned that transactions are analyzed and recorded in debit and 
credit form for the first time in the journal, thus it is called

the book of original entry

- the debits and credits are transferred to the ledger,  sometimes 
referred to as the secondary entry, but there will be no further 
transfer of debits or credits, thus we will call it 

the book of final entry

LEDGER (1) - the book of secondary or final entry
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 great deal of flexibility in adding, 
deleting and  rearranging 
individual accounts or groups of 
accounts
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The modern ledger, is a group of accounts filed according to the 
method of data process used by the business.

Ledger (2) - a group or file of accounts; the book of final entry
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Exploring the Need for a Formal Ledger Account

- Chapter 3 we used T- accounts
- not an efficient method for recording numerous entries and 

the account's final balance.

It is however, still used as a valuable tool to assist with the visual 
analysis of a troublesome transaction.

- account form posted by hand will be quite different from one posted 
by computer

A widely used form is the three column form
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Account Title
Debit Side Credit Side

balance remaining in the 
account is recorded 
immediately after the 
debit or credit has been 
posted from the journal to 
the ledger

date of the
transaction

description/explanation ‐ brief

posting reference ‐
name of journal and
page # from which 
the info has been 
transferred
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Balance Ledger form - a three column account with a "running balance" 
column

General Ledger - the ledger filing those accounts which supply
information for the preparation of financial statements
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Organizing the Chart of Accounts

-  the number given to each account identifies the account and the 
order in which the account is listed in the General Ledger

- the numbering is important, it will be used later to prepare financial 
statements

- a complete list of accounts with the number assigned to it is called 
the Chart of Accounts.
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Chart of Accounts:  numbering plan, listing all account titles and the 
number assigned to them in the order in which they appear in the 
accounting equation

three digit
1st digit identifies
 the major class
2nd and 3rd - 
position of account 
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POSTING TO 
THE LEDGER
1. Locate the ledger 
account
2. Record the date
3.Show an explanation, if 
needed
4. Fill out the Post Ref. 
column of the account
5. Record the amount in 
the correct money column
6. Record the correct 
balance in the balance 
column
7. Record the accounting 
number of the account 
posted in the Post Ref. 
column of the General
Journal
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Have these
journal entries
been posted
to the General
Ledger?

How can you 
tell?
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Opening Balance
CK# 1 (for additional furniture)
CK# 2 (payment of accounts payable)

Deposit

Page 135 - 137
`
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Your text book shows 
several accounts on 
one page, in actual 
practice under a 
manual system each 
account would be 
shown on a separate 
sheet or cards 
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REVIEWING THE ACCOUNTING CYCLE

STEP 1 - Originating
STEP 2 - Journalizing
STEP 3 - Posting
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