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In the double entry system of accounting each debit must have a credit, and the accounting equation always has to balance, in other words the debit and credit entries have to be exactly the same. For the Pastel ledger, the total as a whole must be zero. It is important to understand that Pastel only allows one to update a batch to the general ledger if it is in balance.

For entry types such as journal entries, you will probably balance the batch yourself by creating two entries, one a debit and the other a credit. However, if you are using tax, Pastel must balance the batch for you.

Pastel calculates the tax as per the tax type you have specified for the transaction. Cashbooks and journals balance differently, so we therefore examine these options separately. Note however that you enter transactions in the same way, irrespective of whether the entry type is part of a cashbook.

The following table displays the differences on how the transactions would be reflected on a journal entry type and a cashbook entry type.

	Journal Entry Type
	Cashbook Entry Type

	Debits/Credits inclusive value of transaction's amount to the account number entered
	Debits/Credits exclusive value of transaction's amount to the account number entered

	Debits/Credits exclusive value to the contra account, using the opposite sign to the one entered
	Debits/Credits inclusive value to the contra account (this will always be the Bank Account), using the opposite sign to the one entered

	Debits/Credits the tax value to the tax account, using the opposite sign to the one entered
	Debits/Credits the tax value to the tax account, using the same sign to the one entered





Balancing Journal Entry Types with Tax

Consider the following accounts:

5300/000 
-
Shareholders/Directors loan account

3800/000 
-
Entertainment Expenses

9500/000 
-
Vat/GST/Sales Tax account

Let us assume a company in which the shareholder's loan/interest account needs to be credited with R114.00 inclusive of VAT, for an expense incurred.

We can represent this in the following table. Note that we term transactions which Pastel creates Generated Entries.
Debit





Credit
	Transaction Type
	Account
	Amount
	Transaction Type
	Account
	Amount

	Generated
	Contra 3800/000
	R100.00
	Entered
	5300/000
	R114.00

	Generated
	Contra 9500/000
	R14.00
	
	
	


Balancing Cashbook Entry Types with Tax

Consider the following accounts:

2000/000
-
Purchases Account

8400/000
-
Bank Account

9500/000
-
Vat / GST / Sales tax Account

For example, we process a cash purchase of R114.00, which represents an amount of R100.00 and a tax of R14.00:


Debit





Credit

	Transaction Type
	Account
	Amount
	Transaction Type
	Account
	Amount

	Entered 
	2000/000
	R100.00
	Generated 
	Contra  8400/000
	R114.00

	
	
	
	Generated
	Contra  9500/000
	R14.00


The difference between the inclusive amount and the exclusive amount is the tax, and this will be accumulated. If the line item is a debit, the tax will be held as a debit, and if the line item is a credit the tax will be held as a credit.

The above displays the differences between journal entry types and cashbook entry types, therefore please ensure that you use the above mentioned methods when processing journal entry types with tax.
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If you have any further questions, contact us on:
T: 0860 PASTEL or (011) 290 2880

E:support@pastel.com
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