
Chapter 4
Ledgering



1
 Chart of Accounts

• Construct a chart of accounts for a service business organized as a 
proprietorship.

• Demonstrate correct principles for numbering accounts.
• Apply file maintenance principles to update a chart of accounts.
• Complete the steps necessary to open general ledger accounts.
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Account Form (Ledger)
✘ Used to summarize in one place all the changes to a single account
✘ A separate form for each account
✘ Remember, a journal is PERMANENT

○ No clear look at account balances
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Sample of a blank account form



Relationship of T-Account to Account Form
Information needed to trace entry 
back to journal page.

T Account

Debit side Credit side

Necessary to
trace back to specific 
entry

Balance-ruled account form

Balance columns
Calculated after EACH entry



✘ Ledger
○ Group of accounts

✘ General Leger
○ All accounts needed to prepare financial statements

✘ Account Title
✘ Account Number

Chart of Accounts



Chart of Accounts Arranged by financial statement



Account Numbers



Assigning Account Numbers
✘ File maintenance

○ Managing accounts by assigning account numbers and keeping
records up-to-date

✘ Unused accounts are not removed (historical data)
✘ Assets – liquidity (ability to turn to cash)
✘ Liabilities/Expenses - alphabetical



Assigning Account Numbers

560 Miscellaneous Expense (Existing account)

580 Water Expense     (New Account)
570 Supplies Expense         (Existing account)
565 Postage Expense     (New Account)



Opening an Account in the General Ledger (GL)

✘ Opening an 
account

✘ GL arranged 
same as chart 
of accounts
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1. Write the account title, Cash, after the word 
Account in the heading.

2. Write the account number, 110, after the 
words Account No. in the heading.



Describe the two parts of an account number.
1st digit  = GL division
2nd/3rd digit = location in division

List the two steps for opening an account.
Date
1. Write the account title, 
2. Write the account number

CHECK yourself!
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2
Posting from General 

Journal to General Ledger
• Post amounts from a general journal.
• Demonstrate how to prove cash.
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Posting a DEBIT amount
✘ Posting

○ Transferring information from general journal (GJ) to ledger
○ Sorts transactions by each account

✘ Unused accounts are not removed (historical data)
✘ Assets – liquidity (ability to turn to cash)
✘ Liabilities/Expenses - alphabetical



Posting Debit amount to Ledger

SLIDE 14

1. Write the date. 4. Write the new account balance.
2. Write the journal page number.
3. Write the debit amount.

5. Return to the journal and write the 
account number.

5

4

1 3
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POST REF – only write AFTER posted



Posting Credit amount to Ledger

SLIDE 15

1. Write the date. 4. Write the new account balance.
2. Write the journal page number.
3. Write the credit amount.

5. Return to the journal and write the 
account number.

5

4

1
3

2



Posting Debit amount to Account With Balance

1. Write the date. 4. Write the new account balance.
2. Write the journal page number.
3. Write the debit amount.

5. Return to the journal and write the 
account number.

5

4

31

2

Debit or Credit balance? Whichever is MORE
Remember! GL ACCOUNT BALANCE

Dr + Dr = Dr
Cr + Cr = Cr
Dr + Cr = can be Dr or Cr (whichever is more!)



Posting Debit amount to Account With Credit Balance

1. Write the date. 4. Write the new account balance.
2. Write the journal page number.
3. Write the debit amount.

5. Return to the journal and write the 
account number.

5

4

31

2

Debit or Credit balance? Whichever is MORE
Remember! GL ACCOUNT BALANCE

Dr + Dr = Dr
Cr + Cr = Cr
Dr + Cr = can be Dr or Cr (whichever is more!)



Journal Page with Posting Completed



General Ledger with Posting Completed

Usually GL balance 
is the NB

(ie. Cash- dr. GL balance is 
usually dr.)



General Ledger with Posting Completed



Proving Cash

✘ Proving Cash
○ Ensure amount of cash in Cash Account agrees with balance 

shown in checkbook (on Check Stub)
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If the cash balance as shown in the checkbook (ON CHECK 
STUB) equals the cash balance in the Cash account, cash is 
proved.



List the five steps of posting from the general
journal to the general ledger.

1. Date

2. Journal Page in Post Ref.

3. Debit/Credit amount

4. Debit/Credit Balance

5. IN JOURNAL – account number in POST 
REF

CHECK yourself!
When both debit and credit amounts 
have been posted to an account, what 
determines whether the balance is a 
debit or a credit?

Which ever amount is larger (debit or 
credit) – just like adding 
positive/negative numbers 

Which two amounts are compared when 
proving cash?

Cash balance in checkbook and cash 
balance in ledger
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3

Journalizing Correcting Entries 
and Correcting Posting errors

• Analyze incorrect journal entries and prepare correcting entries.
• Demonstrate how to correct errors made during the posting process. 
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Memorandum (MEMO) for Correcting Entry
✘ Correcting entry

○ Entry to correct an incorrect journal entry
○ MEMO is prepared as source document for proof



Journal Entry to Record a Correcting Entry
April 17. Discovered that a payment of cash for 
advertising in March was journalized and posted in error 
as a debit to Miscellaneous Expense instead of 
Advertising Expense, $120.00. Memorandum No. 15.  

1Date 2Debit

Advertising Expense

120.00

Miscellaneous Expense

120.00

3 Credit

4 Source  Document

Remember, correct errors in a 
way that won’t cause questions!



Correcting an Error in Posting to the Wrong Account

1. Draw a line through the entire incorrect entry.
2. Record the posting in the correct account. 

Recalculate the account balance.

1

2

Remember, GL accounts 
are

permanent –  professionals 
Will USE INK



Correcting an Incorrect Amount

1. Draw a line through the incorrect amount.

2

3. Recalculate the account balance.

2. Write the correct amount just above the incorrect amount in the 
same space.
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Correcting an Amount Posted to the Wrong Column

5 4 6

4.  Draw a line through the incorrect item in the account.

6.  Recalculate the account balance.
5.  Record the posting in the correct amount column.



What is a correcting 
entry?

A journal entry made to 
correct an error in the 
ledger

When is a correcting 
entry necessary?

When a transaction has 
been improperly 
journalized and posted 
to the ledger

CHECK yourself!
What are the three steps for correcting an incorrect 
amount posted to an account??

1. Draw a line through the incorrect amount. 

2. Write the correct amount just above the correction in 
the same space. 

3. Recalculate the account balance.

What are the three steps for correcting an amount 
posted to an incorrect column??

1. Draw a line through the incorrect item in the account. 

2. Record the posting in the correct amount column. 

3. Recalculate the account balance.
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