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Bookkeeping Principles

In the field of professional accounting and financial record-keeping, the transition from basic

general ledger entry to specialized journal management marks a significant leap in operational

efficiency. For students and practitioners tackling Accounting Chapter 10 Challenge Problem

10-5, the focus shifts from simple transaction recording to the systematic categorization of

high-volume financial data. This technical analysis explores the mechanics of special journals, the

process of journalizing sales and cash receipts, and the rigorous standards required for proving

and ruling journals in a professional environment.

The Theoretical Framework of Special Journals

Before diving into the specifics of the 10-5 Challenge Problem, it is essential to understand why

special journals exist. In a standard general journal system, every transaction requires a separate

entry with a date, account titles, debits, credits, and a description. For a business with hundreds of

sales per day, this method is unsustainable. Special journals solve this by grouping similar

transactions together, thereby reducing repetitive data entry and streamlining the posting process

to the General Ledger and Subsidiary Ledgers.

The Four Pillars of Special Journals

Most accounting systems, whether manual or automated, rely on four primary special journals to

categorize the majority of business activities:

- Sales Journal: Used exclusively for recording sales of merchandise on account. It typically

features a single column for both 'Accounts Receivable Debit' and 'Sales Credit'.

- Purchases Journal: Designed for recording all purchases of merchandise on account. This is a

critical tool for managing inventory acquisition and accounts payable.

- Cash Receipts Journal: Captures all transactions where cash is received, including cash sales,

collections on account, and miscellaneous receipts.

- Cash Payments Journal: Records all outflows of cash, such as payments to vendors, utility

expenses, and payroll.

By isolating these transactions, businesses can delegate specific journals to different clerks,
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creating a natural system of Internal Control and specialization of labor.

Technical Analysis of the 10-5 Challenge Problem

The 10-5 Challenge Problem (p. 291) focuses on the intersection of sales and cash flow

management. It requires the practitioner to process a series of transactions through the Sales

Journal and the Cash Receipts Journal, followed by a rigorous 'proving and ruling' procedure to

ensure mathematical accuracy.

Phase 1: Journalizing Sales on Account

In the Sales Journal, the technical requirement is to record transactions that involve selling

merchandise to customers with a deferred payment arrangement. Unlike the general journal, the

sales journal utilizes a multi-columnar format to capture sales tax payable and accounts receivable

simultaneously. Key data points for each entry include:

1. Date: The exact date of the invoice.

2. Account Debited: The name of the customer (which will later be posted to the Accounts

Receivable Subsidiary Ledger).

3. Invoice Number: The source document number for audit trails.

4. Post Reference: A notation indicating that the entry has been posted to the subsidiary ledger.

5. Amount: The specific breakdown of the Sale Amount and the Sales Tax.

Phase 2: Recording Cash Receipts

The Cash Receipts Journal is more complex because it involves multiple sources of inflow. The 10-

5 Challenge typically involves transactions such as:
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