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General Journal Adjusting
Entries Examples: A
Comprehensive Guide
Accurately reflecting a company's financial position requires
more than just recording daily transactions. This is where
adjusting entries come in. Understanding how to create
these entries, particularly within a general journal, is crucial
for accurate financial reporting. This comprehensive guide
provides numerous general journal adjusting entries
examples, explaining the process and highlighting its
importance in maintaining sound accounting practices. We'll
explore various scenarios, covering key areas like accruals,
deferrals, and depreciation.

Understanding Adjusting Entries:
Why They Matter
Adjusting entries are crucial because the trial balance, a
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summary of all accounts, often doesn't reflect the complete
financial picture. Many transactions occur over time, and
their effects are not fully captured until the end of an
accounting period. These adjustments bridge this gap,
ensuring that financial statements—like the income
statement and balance sheet—accurately portray the
company's financial health. This process helps in achieving
accurate financial reporting and is vital for making informed
business decisions. Without accurate adjusting entries, a
company might overstate or understate its revenue,
expenses, and overall profitability. This can lead to incorrect
tax filings, misinformed investment decisions, and
ultimately, business failure.

Common Types of Adjusting Entries
with Examples
Several common types of adjusting entries require attention.
Let’s examine them with specific general journal adjusting
entries examples:

### 1. Accruals: Recognizing Revenue or Expenses

Accrued Revenue: This occurs when a company has
performed a service or delivered goods but hasn't yet
received payment. The revenue needs to be recorded
to match the period in which the service was
performed.

Example: A company provides consulting services in



General Journal Adjusting Entries Examples

3

December, billing the client in January. The entry in
December would be:

| Date | Account Name | Debit | Credit |

|------------|-------------------------------------------|---------|---------|

| December 31 | Accounts Receivable | $5,000 | |

| | Service Revenue | | $5,000 |

| | *To record accrued consulting revenue* | | |

Accrued Expenses: This involves recording expenses
incurred but not yet paid. Think of utilities, salaries, or
interest.

Example: Salaries of $2,000 are earned by employees but
unpaid at the end of the month.

| Date | Account Name | Debit | Credit |

|------------|--------------------------------------|---------|---------|

| December 31 | Salaries Expense | $2,000 | |

| | Salaries Payable | | $2,000 |

| | *To record accrued salaries expense* | | |

### 2. Deferrals: Adjusting Prepaid Expenses and Unearned
Revenue
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Prepaid Expenses: These are expenses paid in
advance, such as insurance or rent. A portion of the
prepaid expense needs to be expensed over time.

Example: A company paid $12,000 for a one-year insurance
policy on July 1. The adjusting entry at December 31 (six
months later) would be:

| Date | Account Name | Debit | Credit |

|------------|----------------------------------|---------|---------|

| December 31 | Insurance Expense | $6,000 | |

| | Prepaid Insurance | | $6,000 |

| | *To record insurance expense* | | |

Unearned Revenue: This represents cash received
for goods or services that haven't yet been delivered
or performed. As the goods or services are provided,
the unearned revenue is recognized as earned
revenue.

Example: A company receives $10,000 in advance for a
subscription service lasting one year. The adjusting entry
after six months would be:

| Date | Account Name | Debit | Credit |

|------------|-------------------------------|---------|---------|
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| December 31 | Unearned Revenue | $5,000 | |

| | Service Revenue | | $5,000 |

| | *To record revenue earned* | | |

### 3. Depreciation: Allocating the Cost of Assets

Depreciation is the systematic allocation of the cost of a
tangible asset over its useful life. It's a non-cash expense
that reflects the asset's decline in value.

Example: A company purchased equipment for $10,000
with a useful life of 5 years and no salvage value. Using the
straight-line method, annual depreciation is $2,000 ($10,000
/ 5 years). The adjusting entry at the end of the year would
be:

| Date | Account Name | Debit | Credit |

|------------|-------------------------------|---------|---------|

| December 31 | Depreciation Expense | $2,000 | |

| | Accumulated Depreciation | | $2,000 |

| | *To record depreciation expense* | | |

The General Journal and Adjusting
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Entries: A Practical Approach
The general journal is where all adjusting entries are initially
recorded. It provides a chronological record of all
transactions, including these crucial adjustments. Each entry
includes the date, account titles, debit amounts, and credit
amounts. The debit and credit entries must always balance.
Maintaining a well-organized general journal is critical for
accurate financial record-keeping and auditing. Using
accounting software can simplify the process significantly,
often automating many aspects of journal entry creation and
ensuring accuracy.

Benefits of Accurate Adjusting
Entries & Financial Statement
Impacts
Accurate adjusting entries are vital for producing reliable
financial statements. They ensure that:

Revenue is recognized in the correct period:
Avoiding misrepresentation of financial performance.
Expenses are matched with the revenues they
generate: Providing a true picture of profitability.
Assets and liabilities are accurately reported:
Presenting a fair representation of the company's
financial position.
Compliance with accounting standards: Meeting
regulatory requirements and avoiding legal issues.
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Conclusion
Mastering adjusting entries is a fundamental skill for anyone
involved in accounting. The general journal serves as the
cornerstone for recording these entries, ensuring a complete
and accurate reflection of a company's financial activity.
Understanding the various types of adjusting
entries—accruals, deferrals, and depreciation—and their
impact on financial statements is essential for sound
financial management and decision-making. By consistently
applying these principles, businesses can maintain accurate
records, comply with regulations, and make informed
business strategies.

Frequently Asked Questions (FAQs)
Q1: What happens if adjusting entries are not made?

A1: Failure to make adjusting entries results in inaccurate
financial statements. Revenue and expenses may be
misstated, leading to an incorrect portrayal of profitability.
Assets and liabilities will also be misrepresented, providing a
skewed view of the company's financial position. This can
have serious consequences, impacting decisions related to
investment, taxation, and overall business strategy.

Q2: Can I make adjusting entries after the end of the
accounting period?

A2: While ideally, adjusting entries should be made *before*
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the financial statements are prepared, you can make them
after the period's close. However, this necessitates making
correcting entries, requiring more meticulous record-keeping
and potentially leading to complications during audits.

Q3: Are there different methods for depreciation?

A3: Yes, several methods exist, including straight-line (as
shown above), declining balance, and units of production.
The choice depends on the asset's nature and the
company's accounting policies.

Q4: How often should adjusting entries be made?

A4: Adjusting entries are typically made at the end of each
accounting period (monthly, quarterly, or annually), to
ensure that the financial statements accurately reflect the
company's performance during that period.

Q5: What is the role of the trial balance in the
process?

A5: The adjusted trial balance is created *after* adjusting
entries are made. It shows the balances of all accounts
*after* adjustments have been recorded, forming the basis
for preparing the financial statements.

Q6: Can I use spreadsheet software to create
adjusting entries?

A6: While spreadsheets can help manage and organize data,
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dedicated accounting software is better suited for creating
and managing adjusting entries. Accounting software offers
better error-checking, audit trails, and reporting features.

Q7: What are some common errors to avoid when
making adjusting entries?

A7: Common errors include forgetting to make necessary
adjustments, incorrect calculations, and improperly
classifying accounts. Double-checking entries and using a
systematic approach can minimize these errors.

Q8: Where can I learn more about adjusting entries?

A8: Numerous resources are available, including accounting
textbooks, online courses, and professional accounting
associations’ websites. These provide in-depth explanations,
examples, and further guidance on this crucial accounting
concept.

Decoding the Mystery: General
Journal Adjusting Entries Examples
Understanding accounting can feel like navigating a dense
jungle. One of the key aspects, often shrouded in confusion,
is the process of making adjusting entries in the general
journal. These entries are absolutely necessary for
generating accurate reports that accurately reflect a
company's status at a specific point in time. This article will
illuminate the process, providing specific examples to guide
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you through this important aspect of bookkeeping.

The need for adjusting entries stems from the fact that
events don't always neatly align with the reporting period.
Many expenditures are sustained over time, while revenues
are earned gradually. To accurately capture these items, we
use adjusting entries to modify the account balances at the
end of each cycle. Failure to do so would falsify the financial
picture, leading to incorrect conclusions by leaders and
other stakeholders.

Let's explore some common types of adjusting entries with
illustrative examples:

1. Accrued Expenses: These are costs that have been
sustained but not yet paid. For example, salaries earned by
employees but not yet paid at the end of the month.

Example: Let's say that employees earned $5,000 in
salaries during the last week of December, but payroll
is processed on the first of January. The adjusting
entry would be:

| Account Name | Debit | Credit |

|--------------------------|--------|--------|

| Salaries Expense | $5,000 | |

| Salaries Payable | | $5,000 |
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| *To record accrued salaries* | | |

This entry elevates the Salaries Expense account, reflecting
the cost sustained during December, and also establishes a
liability (Salaries Payable) representing the obligation to pay
the employees.

2. Accrued Revenues: These are revenues that have been
earned but not yet collected. A classic example is interest
earned on a bank account.

Example: Suppose your company earned $200 in
interest during December, but the bank deposit will
not be reflected until January. The adjusting entry
would be:

| Account Name | Debit | Credit |

|--------------------------|--------|--------|

| Interest Receivable | $200 | |

| Interest Revenue | | $200 |

| *To record accrued interest* | | |

This increases Interest Revenue, reflecting the revenue
earned in December, and establishes an asset (Interest
Receivable) representing the right to receive the payment.

3. Prepaid Expenses: These are costs paid in advance. For
instance, insurance premiums paid for the year.
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Example: Your company paid $12,000 for a one-year
insurance policy on October 1st. At December 31st,
three months of the policy have expired. The adjusting
entry would be:

| Account Name | Debit | Credit |

|--------------------------|--------|--------|

| Insurance Expense | $3,000 | |

| Prepaid Insurance | | $3,000 |

| *To record insurance expense* | | |

This entry recognizes the portion of the insurance expense
that has been used during the accounting period. Prepaid
Insurance is reduced, showing the reduction in the resource.

4. Unearned Revenues: These are revenues received in
advance of providing a product. Consider a company that
receives payment for a subscription service before delivering
the service.

Example: Your company received $6,000 on
November 1st for a six-month subscription service
starting November 1st. At December 31st, one month
of service has been provided.

| Account Name | Debit | Credit |

|--------------------------|--------|--------|
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| Unearned Revenue | $1,000 | |

| Service Revenue | | $1,000 |

| *To record earned revenue* | | |

This entry recognizes the revenue earned during the month,
reducing the liability Deferred Revenue as the service is
performed.

Practical Benefits and Implementation Strategies:

Accurate adjusting entries are critical for reliable accounting.
They ensure that reports conform with generally accepted
financial reporting standards (GAAP), prevent
misstatements, and facilitate better financial management.
To implement this effectively, companies should establish a
clear system for identifying and recording adjusting entries
at the end of each period, often using a checklist or table.
Regular training for accounting personnel is also necessary
to ensure accuracy and consistency.

In conclusion, understanding and accurately performing
adjusting entries is a basic skill for anyone involved in
accounting. These entries, though occasionally complex, are
vital for presenting a true and honest view of a company’s
financial health. By learning this process, companies can
better their accounting practices.

Frequently Asked Questions (FAQs):
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Q1: What happens if adjusting entries are not made?

A1: Neglecting adjusting entries leads to incorrect records,
which can mislead stakeholders and obstruct effective
strategic planning.

Q2: How often are adjusting entries made?

A2: Adjusting entries are typically made at the end of each
accounting period, usually monthly, quarterly, or annually.

Q3: Can I make adjusting entries mid-period?

A3: While the majority are made at period-end, adjusting
entries can be made mid-period if a significant event
necessitates an immediate adjustment.

Q4: Are there any software tools that can help with
adjusting entries?

A4: Yes, many financial software packages automate parts
of the adjusting entry process, helping to better accuracy
and efficiency.
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