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MASTER OF BUSINESS ADMINISTRATION

Accounting Cycle

The accounting process or cycle starts with the identification and measurement of the financial transactions. It is
followed by the recording of the transactions and subsequent steps involved in the ‘Accounting Cycle’ and ultimately

culmjnat,es in the preparation of the final accounts in the form of ‘Financial Statements’, viz. “Profit & Loss
Account’ and ‘Balance Sheet’. Various steps involved in an ‘Accounting Cycle’ are depicted in graphic form as

under, which is followed by their description in the subsequent points:

Preparation of the
Financial Statements

Preparation of a Post-
Closing Trial Balance

Posting of Closing
Entries (Journal to the
Ledger)

Journalise Closing
Entries

Preparation of an
‘Adjusted Trial
Balance’

Steps Involved in Accounting Process

Steps involved in an accounting process are as follows:

Step 1: Business Transactions Take Place: Source
documents, viz. receipts, bills, vouchers, invoices, bank
deposit slip, etc. are created. )

Step 2: Analysis and Recording of the Transaction:
Information from the source documents is entered in the
primary books of account (i.e., journal or subsidiary books).

Step 3: Posting the Information (Journal to the
Ledger): Entries made in the journal/subsidiary books

are Postedjrecorded into the ‘General Ledger’.
(A general ledger is a complete record of financial

 transactions over the life of a company. It contains
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By

Business
=\ Transactions Take Place

Analysis and Recording
of the Transaction

Posting the Information
(Journal to the Ledger)

Journalise the Adjusting
Entries

Posting of Adjusting \
Entries from the Journal
to the Ledger

account information, which is required to prepare
financial statements, and includes accounts for assets,
liabilities, owner’s equity, revenues and expenses).

Step 4: Preparation of a Trial Balance: ‘Trial
Balance’ is a bookkeeping statement in which the
balances of all the accounts of ‘General Ledger’ (assets,
liabilities, owner’s equity, revenue and expense
accounts) are compiled into debit and credit columns.
Normally, a trial balance is prepared periodically,
usually when the reporting period ends,

Step S: Journalise the Adjusting Entries: For recording
the ‘Adjustm'g' Entries’ in the ‘Journal’ there are no source
documents. Adjust.ing entries are usually made on the last
day of an accounting period (year, quarter, or month) 50

2 A - |



26

that the financial statements truly reflect the revenues that

hav‘e been eamed and the expenses that were incurred
during the accounting period.

Step 6: Posting of Adjusting Entries from the Journal
to the Ledger: The ‘Adjusting Entries’ recorded in the
“Journal’ are posted into the ‘General Ledger’.

Step 7: Preparation of an ‘Adjusted Trial Balance’:

The ‘Adjusted Trial Balance’ is the trial balance
prepared after the ‘Adjusting En

in the ‘General Ledger’. This is
prepared in the accounting cy
items in the “Unadjusted Trial
undergo changes in the

the second trial balance
cle. The value of some
Balance’ may obviously
‘Adjusted Trial Balance’.

Step 8: Journalise Closing Entries:
closing of all the temporary (no
transferring the amount to the re
Accounts’ and bringing the balance in such temporary

accounts to ‘Nil’. Such accounts would start with zero
balance in the next accounting period.

Step 9: Posting of Closing Entries (Journal to the
Ledger): In this step, closing entries of the journal are
posted into the ‘General Ledger’.

This step involves
minal) accounts by
spective ‘Permanent

Step 10: Preparation of a Post-Closing Trial
Balance: ‘Post Closing Trial Balance’ is prepared on
the basis of the ‘General Ledger’ prepared after the
posting of closing entries therein. It shows only the
items of ‘Permanent Accounts’, which are permanent
in nature (they carry current balances as long as the
business continues) and are not closed at the end of

the period. These are balance sheet accounts (except
for withdrawals).

Step 11: Preparation of the Financial Statements:
The last step of the ‘Accounting Cycle’ is preparation
of the financial statements, viz. ‘Profit & Loss Account’
and ‘Balance Sheet’ with the help of ‘Post Closing
Trial Balance’. : -

2.2. TYPES/CLASSIFICATION
OF ACCOUNTS

A record of all business related transactioqs in a concise
and specific manner under specified heac.hngs is 'known
as account. Only those business transactions which can
be represented in monetary terms are recor_ded in
accounts. Besides this, accounts are responglble to
reflect the effects of these business transactions by
posting them under relcvan_t heads. Gc_nerally, acc‘:.ounts
can be classified on the basis qf following grm.mds. .

1) Traditional Classification: It classifies t .e;
accounts into Personal, Real and Nomina

ts.

:/Ic::::n Classification: It class.iﬁes the accounts
on the basis of Accounting Equation.

tries’ have been posted -
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2.2.1. Rules of Debit & Credit

Accounting transactions has two aspects, the ‘depit’ and
a ‘credit’. It is used in the accounting for s_howmg and
recording the effect of every transaction in monet
terms. Every business should recor_d their each
transaction in debit and credit column with equal valye,
The rules of debit and credit are followed to recorq
transaction entries in journal.

Debit refers to receiving money and Credit refers to
the giving money.

Debit shows the rises in value of the assgts and
expenses and reduction in the vah_le of income,
liabilities and equity. Credit shows the rises yalue of the
liabilities, equity and income and reduction in the valye
of assets and expenses. Hence, both debits‘and credits
are the important elements of the accounting System,
There are dual aspects of all the financial transactions.
That means every financial transactions deals with at
least two accounts. One is debited of the financial
transaction in an account and the other is credited in
another account. There are specified rules for posting of
transactions in debit and credit side of the accounts,

These rules are known as rules of Journalising ie,,
debit and credit.

2.2.2. Traditional Classification of
Accounts

The debiting and crediting of the accounts are done on
the basis of certain rules. These rules are called rules of
Jjournalising. They differ according to the type of the
effected account. All the accounts may be classified
into three categories. Details of a]] categories of
accounts and the ‘Rules  of Journalising’ applicable
under each category are described below:

Traditional Classification of Accounts

Persongl Account Real Account Nominal Account
2.2.29 Personal Account
An accoun

cou t of a person which may be a natural person,
an artificial person or Tepresentative group of persons is

referred as ‘Personal Account’. Examples of categories
of personal account:

1) A Natural Perso
Iepresents living being,
Shyam, Sohan, or Mohan,

2) An Artificial o Legal Person/Entity: This
acci)our}t represents non-living being. For example,

g anll(xsgllescs} firm, “0mpany, organisation such as
» ¥4 Uovernment Department,

A RepresentativelG

account Iepresents a p

another or others,

or e .
borrowers, lenders, eqc. xample, debtors, creditors,

n/Individual: This account

For example, Ram,

3)
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Accounting Cycle (Module 2)

Thumb Rule Ge.verning the Personal Accounts
Debit the Receiver,
Credit the Giver.

Thumb rule governing a ‘Personal Account’ is very
simple. Whenever a benefit is received by a person
(natural, artificial/legal, or representative/group of
persons), the account of that person is debited by the
amount of the benefit received. Conversely, when a

benefit is given by a person, his account is credited by
the amount of benefit given.

For examples,

1) If an amount of ¥5,000 is given to Mr. John (who is
a natural person), by M/s Peter & Co. (who is an
artificial/legal person), John’s account would be
debited by the said amount (Z5,000), as John is the
receiver. Account of M/s Peter & Co. would be
credited by ¥5,000 as it is the giver.

2) If an amount of 310,000 in cash is paid by M/s
ABC & Co. to its supplier of raw material, M/s
XYZ & Co. as the settlement of its debts, the
account of M/s ABC & Co. would be credited (as it
is the giver) and the account of M/s XYZ & Co.
would be debited (as it is the receiver).

2.2.2.2. Real Account

Accounts relating to properties or assets are known as the

‘Real Accounts’. A separate account is maintained for

each asset e.g., Cash, Inventory, Plant, Machinery, Land,

Building, etc. Real accounts may be either tangible

‘or intangible:

1) Tangible Real Accounts: These accounts represent

- assets and properties which can be seen, touched, felt,
measured, purchased and sold, e.g., Land account,
Building account, Machinery account, Cash account,
Furniture account, Inventory account, etc.

2) Intangible Real Accounts: These accounts
represent assets and properties which cannot be seen,
touched or felt but they can be measured in terms of
money. e.g., Goodwill accounts, Patents account,
Trademarks account, Copyrights account, etc.

Thumb Rule Governing the Real Accounts
Debit What Comes In,
Credit What Goes Out.

The thumb rule governing ‘Real Account’ states that
whenever some asset is added into the business by way
of its purchase or otherwise, the account of that asset is
debited. On the other hand, whenever some asset goes
out of the business through its sales or otherwise, the
account of that asset is credited.

For examples, )

1) If a piece of land (fixed asset) is Purchased for an
amount of Z8,00,000 for the business, the .Land
Account’ would be debited by the amount pa{d for
its acquisition, as land is coming into thc? b.usmc?ss.
‘Cash Account’ would be credited, as it 1S going

out of the business.

27

2) If a cash investment of 20,000 is made in the
business, the ‘Cash Account’ would be debited by
the amount of cash (as cash is coming in). The
other impacted account would be the ‘Capital
Account’, which would be credited.

2.2.2.3. Nominal Account

Accounts relating to the income, expenses, gains and
losses are known as ‘Nominal Accounts’. These
accounts are also known as ‘Fictitious Accounts’ as
they do not represent any tangible asset. A separate
account is maintained for each head or expense or loss
and gain or income. Wages account, rent account,
commission account, interest received account, etc. are
some examples of nominal account.

Thumb Rule Governing Nominal Accounts
Debit all Expenses or Losses,
Credit all Income or Gains.

The thumb rule of ‘Nominal Account’ states that if some
expense is incurred in connection with services availed or
losses made, that expense account is debited. Conversely,
if income or revenue is generated by extending some
services, that income account is credited.

For examples,

1) When salary or wages are paid, it involves
incurring expenditure on the part of the business.
Therefore, ‘Salary / Wages Account™ is debited.

2) When interest is earned on the investment made by
a business organisation, revenue is generated by the
business. Therefore, ‘Interest Received Account’
is credited.

2.2.3. Modern Classification of Accounts

The nature of an account decides the rule for debit and
credit. Thus, it is quite essential to classify the accounts
depending upon their nature. The accounts are
classified into following types:

Such classification is based upon the accounting
equation. An accounting equation states that debits and
credits must always be equal or in other words the
aggregate of assets of a business must always be equal
to the aggregate of its liabilities and capital,

The representation of such relationship between the
assets and liabilities in equation form is known as
Accounting Equation. The accounting equation can be
represented as under:

Assets = Liabilities + Capital

Assets = Liabilities + Owner’s Equity + Revenue

Or, Assets + Expenses = Liabilities + Owner’s Equity
+ Revehues
Or, Assets =

Liabilities + Owner’s Equity + Revenues
— Expenses
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The rules for debit and credit for th

e above types of
accounts are as follows:

———

Types of Accounts Rules for Debit Rules for Credit

1)  For Assets Debit the increase | Credit the decrease
Accounts

2) For Liabilities | Debit the decrease |Credit the increase
Accounts

3) For Capital Debit the decrease | Credit the increase
Accounts

4) For Revenue Debit the decrease |Credit the increase
Accounts

5) For Expenses Debit the increase | Credit the decrease
Accounts

Therefore, there can be following types of transactions:
1) Transactions relating to assets (Assets Accounts).

2) Transactions relating to liabilities (Liabilities
Accounts).

3) Transactions relating  to
Equity/Capital Accounts).

4) Transactions relating to revenue (Revenue
Accounts).

5) Transactions relating to expenses (Expenses
Accounts). '

capital  (Owner

Example 1: Classify the following accounts: into
Personal, Real and Nominal Accounts.

1) Drawing A/c

ii) Capital A/c

iii) Salary A/c

iv) Salary Outstanding A/c

v) Bad Debt A/c

vi) Cash A/c

vii) Goodwill A/c

Solution:
Personal Real Nominal
Accounts Accounts Accounts

Drawing A/c Cash A/c Salary A/c

Capital A/c Goodwill A/c Bad Debt A/c

Salary

Outstanding A/c

2.3.1. Meaning and Definition of

Journal o
The term ‘Journal’, from old Fre!*nch and Latin origins,
suggests daily activity (our is French word for
day). Personal diaries and newspapers are also
sometimes called journals for the s:,m'}e reasorl:. fIn
bookkeeping and accounting, ‘Journal’ is a book for
recording transactions as and when they occur.

Recording of this transaction i§ called as jou;'_::i:;lr ::iltgé
Entering transactions into_ a journal is con: el the
i ) in the accounting cycle. T.hzft is why
Pt Srfi? is also called the book of original or prime
'Journzirhe process of recording the business transaction
fj]:)turryn.a] entry) is termed as journalizing.
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. “The joumal is b
. Eric. L. Kohler, a bodk
Afcc‘r)ir (:;l;lg :r(n)try in which are recorSed transactiong i
gro(iriged for in specialised journals.

1
roforma of Journa
2-3.2- P Proforma OfJoumal

: L.F. Dr.
Date Particulars -
D 2) 3) (4)

1) Date: In the first column of the proforma, date of
the transaction is entered.

2) Particulars: Second column of the proforma j
meant for entering the names of the two ‘Heads of
Account’, influenced by a transaction.

3) Ledger Folio: In the third column of the proforma,
the page number of the ledger, on which the
particular account appears in that book, is entered.

4) Amount (Debit): In column number four the
amount to be debited is indicated.

5) Amount (Credit): In column number five the
amount to be credited is indicated.

The fundamental principle to be remembered all the time is
that ‘left hand side is debit’ and the ‘right hand side is
credit’. Debit (abbreviated form Dr.) means entering an
amount of transaction on the left side of the concemed
account and credit (abbreviated form Cr.) means entering
an amount of transaction on the right side of the concerned
account. Both debit and credit may indicate either increase
or decrease, depending upon the nature of an account.

2.3.3. Examples of Journal Entries
A few exa

_eXamples of ‘Journal’ entries, furnished in the
following _Paragraphs, would facilitate a better
understanding of the concept:

1) Started Business with g Capital of %1,00,000:

The tw.o ‘Heads of Account’ involved in this
transaction are:

1) Cash Account, and
il) Capital Account,

C::}lf entry would be shown in the “Journal’ as following:

Alc Dr. {1,00,000

j‘o Capital A/c
(Being commencement of business)

Purchaseq Good
350,000/C Y o

1,00,000

2)

t invo] d i  The o “Hea
; Ved in this transaction are:
D Goods (Purchage) Account
1) Cash Accoy and

nt.
The entry would pe

following: Shown in the Journal’

-
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3)

4)

3)

6)

_ (Being goods purchased b?credit)

- Purchased Goods of 350,000 from Mr. Somit on

“Credit: The two ‘Heads of Account’ involved in
this transactions are:

1) « Purchases Account, an\d

ii) Mr. Somit Account.

The entry would be shown in the ‘Journal’ as
following:

Purchases A/c Dr.|50,000
*“To Mr. Somit A/c

50,000

Goods of 1,000 Returned to Mr. Tarun: The two
‘Heads of Account’ involved in this transaction are:
i) Mr. Tarun (Supplier) Account, and

ii) Purchase Return/Return Outward Account.

The entry would be shown in the ‘Journal’ as following:

Mr. Tarun A/c Dr.|1,000
To Purchase Return A/c
(Being goods returned to Mr. Tarun)

Goods Sold to Mr. Shyam for Cash
340,000/Cash Sales of ¥40,000: Two ‘Heads of
Account’ involved in this transaction are:

i) ‘Sales Account’ and

ii) ‘Cash Account’.
The entry would be shown in the ‘Journal’ as
following: :
Cash A/c Dr. 40,000

To Sales Alc *

(Being goods sold for cash)
Sale of 740,000 Goods to Mr. Varun on Credit: Two
‘Heads of Account’ involved in this transaction are:
i) Mr. Varun Account and
ii) Sales Account.

The entry would be shown in the ‘Journal’ as following:

1,000

40,000

Mr. Varun Ale . | Dr.| 40,000

To Sales Alc 40,000

(Being goods sold on credit)

7) Goods of 1,000 Returned by Mr. Tarun: Two

‘Heads of Account’ involved in this transaction are:

i) Mr. Tarun Account and W
ii) Sales Return Account (Return Inwards).

~ The entry ‘would be shown in the ‘Journal’ as

Dr. 1000
Mr. Tarun A/c

etumed by Mr. Tarun)
»f 210,000 Sold: In this transaction,
,,f_.‘Account’ ‘involved are:
ry Account and -

1,000

Dr.|10,000 v
10000 ‘
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9) Paid ?5000 as Salary: Two ‘Heads of Account’

involved in this transaction are;
i) Salary Account and
ii) Cash Account.

The entry would be shown in the ‘Journal’ as

following: :

Salary Alc ., g Dr. |5,000
To Cash A/c

(chg salary paid)

5,000

10) Cash Received from Mr. Mohan 3990 and

Discount Paid T10: In this transaction, three
‘Heads of Account’ are involved, viz.:

i) . 'Mr. Mohan Account,

ii) Cash Account, and

iii) Discount Account.

The entry would be shown in the ‘Journal’ as

following:
Cash A/c Dr.|990
Discount A/c Dr.| 10

To Mr. Mohan A/c 1,000

(Being cash received from Mr. Mohan
and discount allowed)

11) Cash Paid to Mr. Rohan ¥1,980 and Discount

Received T20: In this transaction, three “Heads of
Account’ are involved, viz.:

i) Mr. Rohan Account,

ii) Cash Account, and

ii1) Discount Account.

The entry would be shown in the ‘Joumnal’ as
following:

Mr. Rohan A/c Dr. [2,000
To Cash A/c s g 1,980
To Discount Received A/c 20

(Being cash paid to Mr. Rohan and

discount received)

12) Depreciation on Furniture of 2,000: Two

‘Heads of Account’ involved in this transaction are:
i) Depreciation Account, and
i1) Furniture Account.

~The entry would be shown in the ‘Joumal’ as
following:

Depreciation Afc Dr. 2,000
To Furniture A/c e ' _ 2,000|
_gBeing depreciation on furniture)

13) Interest on Capital 2,000: Two ‘Heads of -

Account’ involved in this transaction are:
i) Interest on Capital Account, and
ii) Capital Account.

The entry would be shown in the ‘]ournal’ as.
following:

Interest on Capital A/c | Dr

To Capital A/c A 20008 ; "

(Bemg mterest on capital paid of 32,000)
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14) Withdrawn %1,000 by Proprietor for Personal

Use: In this transaction, two ‘Heads of Accounts’
mnvolved are:

1) Drawing Account, and
11) Cash Account.

The entry would be shown in the ‘Journal’ as
following:

Drawing A/c Dr.| 1,000
To Cash A/c 1,000
(Being cash withdrawn by the proprietor)

15) Withdrawn from Bank %1,000 for Office Use:

Two ‘Heads of Account’ involved in this
transaction are:

i) Cash Account and
i) Bank Account.

The entry would be shown in the ‘Journal’ as

following:
Cash A/c Dr.|1,000
To Bank A/c 1,000
(Being cash withdrawn from bank for
office use)

16) Goods of T500 Distributed as Free Sample: Two
‘Heads of Account’ involved in this transaction are:
1) Free Sample Account and
ii) Purchase Account.

The entry would be shown in the ‘Journal’ as

following:
Free Samples A/c Dr.|500

To Purchase A/c 500
(Being goods distributed as free samples)

2.3.4. Journal Proper

Miscellaneous credit transactions, which do not find a
place under any other subsidiary book, are recorded in
‘Journal Proper’. It is also referred to as
‘Miscellaneous Journal’. The format and procedures
followed in recoding transactions in ‘Journal Proper’ is
the same as that of other journals.

There are certain types of transactions which are not
recorded in other subsidiary books but are recorded in
the ‘Journal Proper’, e.g. transactions relating to
drawings, outstanding expenses, accrugd incomes,
reserves, provisions and interest on capital, loss of
goods due to some reasons and credit purchas‘? and sale
of other assets such as land, buildings, machmery and
furniture. The use of journal proper is confined to
record the following transactions:
1) Opening cnt'ries,
2) Closing entries,
3) Transfer entries,
4) Adjusgme_nt entrtlreiz.s

tification entries, .
2; gsfrics for which theret;(s) I?So special journal, and
7) Entries for rare transac !

R I 5 1 e SR s I
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1

. ies
ening Entrl .
2, e to be passed a the beginning of
’fr'hed:il:lll’n;eai for various assets and liabilities before
mna

opening new accounts in ledger are known g
Opening Entries.

For example, a businessman opens a nev; set of books
on January 1, 2021 with cash in hand 2100, debtors
2200, stock in trade ¥320, machinery %700, fuml_ture
and fittings 3200, bank loan 3300, sundry creditors
2150 capital 1,070 the respective opening entry in the

journal will be:

Cash A/c Dr.|100
Sundry Debtors A/c Dr.|200
Stock in Trade A/c Dr.|320
Machinery A/c Dr. 700
Furniture and Fitting A/c Dr. 200
To Sundry Creditors A/c 150
To Bank Loan A/c 300
To Capital A/c 1,070
(Being the incorporation of assets
and liabilities at this date)

Example 2: The following balances existed in the
books of Utkarsh Traders on 31* March, 2021:

Particulars T

Debit Balance:

Cash in hand 28,400
Cash at bunk 2,200
Stock 31,200
Fumiture 7,500
Debtors 24,000
Credit Balance:

Bank loan 10,000
Trade creditors 7,000

Pass opening journal entries on April, 2021.

Solution: Journal Entries

(In the Books of Utkarsh Traders)

Date Particulars LF.| Dr &
g oenlas ® | ®
April 1 |Cagh in Hand A/c
Dr.
Cash at Bapk Alc Drr zgggg
Stock Alc Dr. 2
Furniture A/c Drl 750
Debtors A/c Drr - 21,(5)%
To Bank Loan A/c . , 10,000
To Trade Creditors Alc 7,000
’To Capital A/c 76’300
(Being the balances brought ’
forward from the last ear)
] |

Example 3; Journalige

Date Wﬂions:
2021 [ PAieulary ¢

Jan. 1 Started busij .

-} :;11 g Depositeq il:tzsirnl]ih “ash 3 0’%

T ot W‘;:;i; Purchaseq fo, cash 1g'ooo
Lon. 5 | o aW from bap) for office yse ,

dlt Sales to Sumi[ 1,000
\ 1,500
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Solution: Journal Entries Nov 10 | Telephone A/ :
(In the Book of .......) LT a5 ] AT
Date Particulars LF.[ Dr. | Cr. (Being  telephone bill paid )
®) ®) through cheque)
2021 Nov 12 |Furniture A/c Dr 25,000
| Jan. 1 [Cash Ac pr.| (30,000 To Cash Alc ' " 25,000
| To Capital A/c 30,000 (Being furniture purchased) ’
| (Being the business started Nov 15 | Drawing A/c Dr. 20,000
| with cash) To Bank A/c ’ 20,000
! Jan. 2 [Bank A/c Dr. 10,000 (Being  computer ~ purchased e
To Cash A/c 10.000 for personal use and payment
(Being cash deposited into s faoe throug}';‘c}t;quc)
bank) g 3,95,5003,95,500
Jan. 3 Purcl}rasi.: A/;I: Dr. 5,000 Example 5: Journalise the following transactions,
(BeingC’ g:;dsA;i T 5,000 Mr. Ances started business on April 1, 2018 with
Cash) Z1,00,000 and other transaction are as follows:
Jan. 4 |Cash A/c Dr. 1,000 April, 2018, 2: Purchased furniture for cash ¥7,000
To Bank A/c 1.000 April, 2018, 8 Purc.hased goods for cash 2,000 and for
(Being cash withdrawn from ’ : th eredifram Khahid SL 000
bank for office use) April, 2018, 14™ |Sold goods to Khan brothers ¥12,000 and
Sl 2 4200 April, 2018, 18" Lo SIS
To Sales AJc ; ; wner withdraw of wo | or
(Being goods sold to Sumit w00 ; nd pesoliel Bse
on credif) April, 2018, 22lh Paid _Khalid %500
- s o O S e
Example 4: Journalise the following transactions in the Solution: Journal Entries
books of X Co.: (In the Book of Mr. Anees) ((Lzd)
Date Transactions Date Particulars LE|Dr.® | Cr.®
2013 |[Commenced business with ¥2,00,000; out of which 2018
Nov 1 |%50,000 deposited into bank. April1 |Cash Alc . Dr 1,00,000
2 |Purchased good from Trilok T40,000. _To Capital Alc {- -+ |1.00,000
-4 |Sold goods for cash ¥20,000. (Being the business. started !
8 Paid to Trilok and availed cash discount of T400. ! with cash) 15
10 |Paid telephone bill through cheque ¥500. April 2 |Furniture A/c Dr. 7,000
12  |Purchased furniture for ¥25,000. ToCash Ale 7,000
15 |Purchased a computer for personal use for 20,000 and (Being furniture purchased :
issued cheque. ' ‘ April 8 E"rﬁﬁiﬁis ] D 3,000
c r. !
Solution: To Cash A/c 2,000
: : Journal Entries To Khalid A/c 1,000
(In the Books of X Co.) (Being goods purchased
2 Dr. Cr. ¥2,000 for cash and 1,000
Date Particulars e (Dael 0 o credit from Khalid)
| 2013 April 14 |Cash A/c Dr. 5,000
- Nov 1 |Cash A/c Dr. | ' }1,50,000 - |Khan Brothers A/c Dr. 12,000
g Bank Alc Dr. 50,000 To Sales Alc 17,000
; To Capital Alc 2,00,000 (Being cash sales and credit
.; (Being business started with SR sales to Khan Brothers)
| - |cash of %2,00,000 out of April 18 |Drawing A/c Y Dr. 2,000
i which 50,000 deposited into @ To Cash Alc e 1 2,000
~ |bank eing owner withdraw cas
| Nov2 Purcl)xase e Dr. 40,000 for personal use)
JioE ' To Trilok A/c 40,000 April 22 (Khalid A/c Dr. 500
1 Spaen 0ods purchascd from ¥ ' To Cash Alc 500
161 e - : (Being cash paid to Khalid)
e Dr. | 20,000 : April 26 |CashAlc . = *Dr, 10,000
' Alc 20,000 To Khan Brothers A/c e 10,000
sold for cash) (el (Being cash received from :
40,000 ., ° Khan Brothers) =~ '
§ 39,600 April 30 |Salary Alc 90 Dr, 2000
;400 To Cash A/c ’ . 2,000
i (Being Salary Paid) 2’
(Sl
Total 1,41,500]1,41,500]

Accounting Cycle (Module 2)
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Example 6: Journalise the following transactions in the
books of Mr. Ramesh for the month of October 2016:

MBA First Semester (Accounting for Managers) yy;

1) 1-10-16 commenced business with cash %5,00,000.
2)  2-10-16 purchased furniture for office use ¥1,00,000.
3) 10-10-16 purchased goods for cash ¥1,00,000.
4) 12-10-16 sold goods to Abhishek for cash ¥60,000.
5) 20-10-16 purchased machinery worth ¥50,000 and
issued a cheque for the same.
6) 25-10-16 withdrawn from bank for office use ¥20,000.
7) 27-10-16 paid rent by cheque %10,000.
8) 30-10-16 paid salary by cash ¥1,00,000.
Solution; Journal Entries
(In the books of Mr. Ramesh)
Date Particulars LF. '();') f;)
1-10-16 |Cash A/c Dr, 5,00,000
; To Capital A/c 5,00,000
| (Being business started with
\ cash)
12-10-16 |Furniture A/c Dr. 1,00,000( .
| To Cash Alc 1,00,000
i (Being furniture Purchased
for office use)
10-10-16 | Purchase AJc Dr. 1,00,000
To Cash A/c 1,00,000
(Being goods purchased for
cash)
12-10-16 | Cash A/c Dr. 60,000
To Sales Afc 60,000
(Being  goods sold to
Abhishek for cash)
20-10-16 Machinery A/c Dr. 50,000
To Bank A/c 50,000
(Being machinery purchased
and issued a cheque)
25-10-16 |Cash A/c Dr. 20,000
To Bank Alc 20,000
(Being cash withdraw from
bank for office use)
27-10-16 |Rent Alc Dr. 10,000
To Bank Afc 10,000
(Being rent paid by cheque)
30-10-16 |Salary A/c Dr. 1,00,000
To Cash A/c 1,00,000
(Being salary paid by cash)
Total __19,40,000{9,40,000

Example 7: Journalise the following transaction in the
books of Ramesh:

)
2)
3)
4)
5)

6)
7)

8)

Ramesh started business with cash ¥50,000 and
stock of ¥60,000.

Purchase goods from Mr. Sun for cash of ¥20,000.
Sold goods to Mr. A on credit for ¥20,000.
Received 19,500 from Mr. A in full settlement of
his account.

Paid salaries, wages, electricity bill of ¥500, ¥1,500
and 72,000 respectively.

Paid life insurance premium of ¥2,000. .
Charge depreciation on furniture @ 10% (furniture
cost £20,000).

Received interest of T500.

v N

ion: )
Solut Journal Entries
(In the Books of Ramesll":‘) = .
o Ll . r. | 8
lars
Date Particu @ ®
60,000
Stocks Alc Dr. e
Cash Alc Dr. s 1P 0
To Capital A/c _ ,10,
(Being business started with cash
and stock)
Purchase A/c Dr. 20,000 "
To Cash Alc ; " ,000
Being goods purchased for cas
(N[r_ AgA/c Dr. 20,000
To Sales A/c 20,000
(Being goods sold to Mr. A on
credit
Cash ,)A/c Dr. 19,500
Discount A/c Dr. 500
To Mr. A Alc = 20,000
(Being cash received from Mr. A
and discount allowed)
Salary A/c Dr. 500
Wages Alc Dr. 1,500
Electricity Bill A/c Dr. 2,000
To Cash A/c 4,000
(Being salary, wages and
electricity bill paid)
Life Insurance Premium A/c  Dr. 2,000
To Cash A/c 2.000
(Being insurance premium paid)
Depreciation A/c Dr. 2,000
To Furniture A/c 2,000
(Being depreciation on furniture)
Cash A/c Dr. 500
To Interest Received A/c 500
Being interest received)
Total 1,78,500] 178,500

Example 8: Journalise the follo
books of Mr. X for the month

wing transactions in the
of December 2020

2020 Dec. 1 Started business with cash of Z1,00 000.
2020Dec.3  Borrowed 260,000 from . ’
2020 Dec.4  Purchased goods worth 360,000 at a trade
discount of 5%,
2020 Dec. 6 Deposited into bank $30,000.
2020 Dec.8  Sold goods to Z a a list price of 7g() 000
and trade discount allowed 39, ’
2020 Dec. 14 Payment made by Z and all ;
cash discount 5%. allowed him
2020 Dec. 20 Withdrawn for persona] use T1,000,
2020 Dec. 22 Paid rent in advance 35,000,
2020 Dec.24  Received commissi
36,500. on from Agc Traders
2020 Dec. 28  Paid salaries 15,000,
Solution: Journal Entries
(In the Books of Mr. X)
Date Particulars ﬁr‘—ﬁ.‘“ o
—& | @
2020
Dec.1 [Cash Alc Dr. 1,00,000
To Capital A/c . "
(Being the business started with 00,009
cash) JQ
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Dec.3 [Cash A/c, ‘ Dr. 60,000 Loss by Theft A/c Dr. 5,000
i To E s Alc 60,000 To Goods Alc 5,000
eing borrowed money from Y) (Being goods stolen)
Dec.4 |Purchases A/c Dr. 57,000 Purchase A/c Dr 54,000
To Cash Alc . 57,000 To Cash A/lc \ ' 54,000
(Being gogds are purchased at [Being goods purchased for
5% trade discount) cash with 8% CST, 50,000 +
Dec.6 (Bank A/c Dr. 30,000 (50,000 x 8%)]
To Cash A/c 4 30,000 ;
e (ZI}:iXicash deposited into ban[l)( Exa;npll(e lglz\lllrogmalise the following transactions in
. r. 77,600 e books o LAl
To Sales Alc. . -. 77,600
(Being sold goods to Z at trade Date Transactions
v dcisclc:unt at 3%) 0‘21; 1;28;9 Ram started business with a capital of ¥10,000.
Dec.14|Cash A/lc - Dr. 73,720 04/12/2019 | Purchased furniture for cash ¥5,000.
Dis?urét allowed A/c Dr. 3,880 07/12/2019 | Purchased goods form Mohan ¥2,000.
| oZ’s Alc 77,600 10/12/2019 | Sold goods for cash ¥3,000.
; (Being pay_rnent received from Z g 15/12/2019 | Paid to Mohan.
‘ . 2?;1:7 a;llowmg the cash discount 20/12/2019 | Cash withdrawn from bank for personal use ¥500
2 22/12/2019 | Paid salary and postage 5,000 and ¥150 respectively.
| Dec.20 Dra\_}rmgs Alc Dr. 1,000 24/12/2019|Cash deposited into bank ¥1,500.
| B o Ca?&gc 1,000 26/12/2019 | Interest received T100.
use)mg withdrawn for personal 28/12/2019 | Paid rent by cheque £2,500.
Dec.22 Pfelzl"}(i)dciz‘sfgt X‘;/C Dr. 5,000 s Solution: Journal Entries
c ;
; o , (In the Books of Mr. A)
(Being rent paid in advance) > :
Deq.24 Cash Alc ol 6,500 * Date Particulars - L.F. l();; ((3;)
(Beifl > Eo e v 6,500\ [02/12/2019|Cash Alc Dr.|  |10,000
from ABC traders). . ‘TobCa.p BRG et AL
Dec.28|Salaries Alc Dr. 15,000 (Being business startcd With Cost)
: To Cash Alc 15,000 04/12/2019|Furniture A/c Dr. 5,000
(Being salaries paid) 'To Cash‘Alc 5,000
Total 4,29,700/4. ,29,700 (Bel:[)lg furniture purchased for
Casl
; ) ; : 07/12/2019|Purchases A/ Dr. 2,000
; Example 9: Journalise the following transactions: T: N;Qha:) e : 2000
| - ‘1) Started business with cash 250,000, goods 325,000 (Being goods purchased from
; _ and building ¥1,75,000. Mohan)
| 2) Goods withdrew for personal use cost price 34,000, 10/12/2019|Cash A/c Dr. 3,000
selling price ¥5,000. To Sales Alc 3,008
3) An old amount of 32,000 which was considered to be (Being goods sold for cash)
1 .
i bad, vered from Vivek. 15/12/2019|Mohan A/c . Dr. 2,000
‘ 4) Goods stolen-cost price 5,000, selling price 26,000. (Bei:Z S‘le:‘ Aal/ ; i 2,000
,- for cash and paid Central ash paic o
| 5) golodsgréhgs%fd 50,000 P 20/12/2019|Drawing Alc Dr. 500
! AP % To Bank Alc 500
i 1 AE (Being cash withdrawn from
| Solution: Journal Entries bank for personal use)
| (In the Book of ...... ) 22/12/2019|Salary Alc Dr. 5,000
| Date Particulars . |LF.[Dr.® | Cr.R Potage Al ) Dr. 150
| Cash Alc . Dr. 50,000 To Cash Alc 5,150
E go‘;‘;f AI:I g: 1 3?% (Being cash paid for salary and
‘ uilding Alc ; 13, ostage)
| To Capital Alc 250000 |osan0islBank A Dr. 1,500
- |(Being business started with| To Cash A/lc - :
| . |cash, goods and buildin ! ‘ . LA 1,500
e cash, go & = 4.000 (Being cash deposited in bank)
| i | =11 :me‘g?’_ cA/c & T ¥ : 3 i 4'000 26/12/2019|Cash Alc . Dr. 100
| | cing u, D, ds 3s withdrawn for i .To ?ntcrest Alc . 100
Sipats ¢ { (Being interest received)
AR Dr. 2,000 28/12/2019|Rent Afc b 00
. ; 2000 ; o Bk r. | 2,5
R Roooverd Ao 1 : i To Bank Alc | 2,500
, m vi]::: s ebts| | ‘ | (Being rent paid through cheque) [
ered : Total ~[31,750/31,750
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2.4.1. Meaning and Definition of
Ledger

‘Ledger’ is defined as an accounting book (principle
book of accounts), wherein all the transactions are
recorded in a summarised and classified manner. It is the
most important book of accounts. It may be maintained
either in the form of a physical book into which credits
and debits are posted, or an accounting computer
programme wherein various credits and debits are
entered. Under the general ledger of the double-entry
bookkeeping system, each transaction is required to be
entered on the left/debit. side of one account and
simultaneously on the right/credit side of another
account. As the transactions recorded in the ‘Ledger’ are

permanent in nature, it is referred to as the ‘Book of
Final Entry’.

According to L.C. Cropper, “The book which
contains a classified and permanent record of all the
transactions of a business is called the Ledger”.

The process of transferring varicus ‘Debit’ and ‘Credit’
entries from the ‘Journal’ to the ‘Ledger’ is called
‘Ledger posting’. For this purpose, separate ‘Heads of
Account’ are opened in the ‘Ledger’ and all the ‘Credit’
and ‘Debit’ entries are taken from the ‘Journals’ and
posted in the ‘Ledger’. In the final stage, all the
accounts are balanced accurately.

2.4.2. Utility of Ledger

From the point of view of gathering information, the

‘Ledger’ of a company is of paramount importance, as

may be seen from the following:

1) One glance at the ‘Ledgers’ of a company reveals
complete knowledge regarding all the accounts.

2) It discloses the break-up of the ‘Revenue Items’.

3) Various items of ‘Expenses’ may be ascertained
through the ‘Ledgers’.

4) The ‘Assets’ of a company and their value may be
ascertained by going through the ‘Ledgers’.

5) It enables to ascertain various items of the
‘Liabilities’ of a company alongwith their quantum.

6) ‘Final Accounts’ of a company are prepared with
the help of ‘Ledgers’.

2.4.3. Proforma of Ledger
The proforma of *“T Account’ for ledger is furnished below:
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1) Date: The date on which a transaction is recorded.

2) Particulars: It relates to a subject matter of
transaction.

3) Journal Folio (J.F.): In this column, a reference is
made to the page number of the ‘Journal’.

4) Amount: It is the column of money paid or
received during the transaction.

An account is debited or credited in terms of the

‘Thumb Rule’ applicable in respect of each category of
account (i.e., ‘Personal’, ‘Real’ or ‘Nominal’).

2.44. Difference between Journal

and Ledger
Basis of Journal Ledger
Difference

1) Nature of|It is termed as the|lt is termed as the
Book ‘Original Book of| ‘Book of Final Entry’

Account’ or thejor the ‘Book of
‘Book of  Prime|Secondary Entry’.
Entry’.

2) Basis for|It is prepared on the|It is prepared on the
Preparation |basis of ‘Source|basis of the entries

Records of | recorded in the

Transactions’. ‘Journals’.
3) Stage of | ‘Journal Entries’ are| ‘Posting in the
Recording |first stage of |ledger’ is the second
recording * “*'+ - a|stage of recording a

transaction. transaction.

4) Object Journal is prepared|Ledger is prepared
with the objective of|with the objective of
recording all business knowing the = net
transactions in  a|impact of various
chronological order. |transactions affecting

a specific account.

5) Balancing |There is no concept of | All ledger accounts

balancing a Journal.  |(except nominal
accounts) are
required to be
balanced periodically.

6) Name of the |The process  of|The  process of

Date|Particulars|Journal | Dr.|Date | Particulars| Journal [ Cr.
Folio | (%) Folio | (%)
(1) (2) (3) “@| 1 (2) 3) 4)

It may be seen from the above, that each side of the
proforma, i.e. ‘Debit Side’ and ‘Credit Side’ has four
columns to record the requisite details of each
transaction, which are:

Process of |entering a transaction transferring a
Recording |in journal is termed as | ‘Journal Entry’ in the
Entries ‘Journalising’. ledger is termed as
'Posting’'.
2.4.5. Ledger Posting

The process of transferring various ‘Debit’ and ‘Credit’
items from the books of prime entry, viz. ‘Journals’ to
the corresponding accounts in ‘Ledgers’ is known as
‘Ledger Posting’. Ledger is called the ‘Principal Book
of Account’ because finally all ledger accounts are
considered for the preparation of ‘Final Accounts’ and
accounting analysis. The ledger sums up the total of
every account which is finally transferred into the
‘Balance Sheet’ and ‘Profit & Loss Account’.

Rules Regarding Posting in to Ledger

During the exercise of ‘Ledger Posting” following steps

and rules are required to be followed:

1) Opening of Separate Accounts: In a ‘Ledger’,
separate accounts are required to be opened for
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2)

3)

4)

various ‘Personal’, ‘Real’ and ‘Nominal’ accounts.
Minimu_m two accounts are impacted by a business
transaction. No account is opened twice. Once an
account is opened, all transactions relating to that
account, whether debit or credit, should be posted
therein, with a view to ensuring that net result of that
account may be ascertained at any point of time.

Posting of the Journal Entry to
Appropriate/Concerned Side of the ‘Ledger’: If
an account is debited in the journal, at the time of
post?ng in the “Ledger’, it must be ensured that the
posting 1s made on the debit side of the concerned
account in the ledger. In the same way, if an
account is credited in the journal, at the time of
posting in the ‘Ledger’, it must be ensured that the

posting is made on the credit side of the concerned
account in the ledger.

Use of Word “To” and “By”: The word ‘To’ is
placed before writing the name of an account on the
debit side of ledger, which is credited in the
journal, whereas the word ‘By’ is placed before
writing the name of an account on the credit side of
ledger, which is debited in the journal.

Balance in Account: The heavy side of the account
(Debit or credit) is totalled, first. The same total is put
on the total column of the other side in the account.
Thus, the net result is achieved. If total of the debit
side is more than the total of the credit side, the net
result would be ‘Debit’. Likewise, if the total of the
credit side is more than the total of the debit side, the
net result would be ‘Credit’.

The following example will clear the accounting process
from journalizing to posting transactions in the ledger.

Example 11: Journalize the following transactions
and post them into the ledger:

Date Particulars 3
2021 . '
Nov.1 |Mr. Tarun started business with cash - 6,000
Nov.2 |Goods purchased from Mr. Wisht on credit | 1,200
Nov.3 |Goods sold to Mr. Uma. 500
Nov.4 |Goods purchased from Mr. Varun for cash 400
Nov. 5 |Paid for wages 1(2)3
Nov. 14 |Paid for rent
Solution: Journal Entries
(In the book of Mr. Tarun) = =
Date Particulars L.F. ({3- =
2021
1 Nov. [Cash A/c Dr. 6,000 .
To Capital A/c ) .
(Being business commenced Wi
cash by Mr. Tarun = 1200
2 Nov. |Purchases A/c . 1.200
To Mr. Wisht A/c -
(Being goods bought on credit from
Mr. Wisht) L

35
3 Nov. |Mr. Uma. A/c Dr. 500
To Sales AJc 500
(Being goods sold on credit to
Mr. Uma.)
4 Nov. |Purchases A/c Dr. 400
To Cash A/c 400
(Being goods purchased for cash)
5 Nov. |Wages A/c Dr. 100
To Cash A/c 100
(Being wages paid)
14 Nov [Rent A/c Dr. 20
To Cash A/c 20
(Being rent paid)
Total 8,220(8,220
Ledger of Mr. Tarun
Dr. Cash Account Cr.
Date | Particulars |J.F.| ¥ |Date| Particulars |J.F.| ¥
2021 2021
1 Nov.|To Capital 6,000 4 |By Purchases 400
Alc Nov. |A/c
S |By Wages 100
Nov.
14 |By Rent A/c 20
Nov.
30 [By Balance 5,480
Nov.|c/d
6,000 6,000
1 Dec. [To Balance 5,480
b/d
Dr. Capital Account Cr.
Date| Particulars | J.F.| ¥ |Date|Particulars J.F.| X
2021 2021
30 |To Balance 6,000]1 By  Cash 6,000
Nov. |c/d Nov. |Aflc
6,000 6,000
1 By Balance 6,000
Dec. [b/d
Dr. Purchases Account Cr.
Date | Particulars |J.F.| T [Date |Particulars| J.F.| T
2021 2021
2 |To Mr. 1,200{30 |By Balance 1,600
Nov. |Wisht A/c Nov. |c/d
4 |To Cash 400
Nov. [Alc
1,600 1,600
1 |To Balance 1,600
Dec. |b/d
Dr. Sales Account Cr.
Date | Particulars |J.F.| ¥ |Date| Particulars |J.F.| X
2021 2021
30 |To Balance 500/ 3 |By Mr. Uma 500
Nov. |c/d Nov. [Alc
500 500
1 (By Balance 500
Dec. [b/d
Dr. Mr. Wisht Account Cr.
Date |Particulars|J.F.| ¥ |Date| Particulars |J.F.| 2
2021 2021
30 |To Balance 1,20012 By Purchases 1,200
Nov. [¢/d Nov.|A/c
1,200 1366
1 By Balance b, 1,200
Dec. ufj
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Dr. Wages Account Cr.
Date_&ricilﬁ J.F.| ¥ | Date|Particulars|J.F.| 2
2021 2021
S |To Cash A/c 100{30 |By Balance 100
Nov. Nov. |c/d

100 100
1 To  Balance 100
Dec. |b/d
Dr. Mr. Uma Account Cr.
Date| Particulars |J.F.| 2 Date| Particulars |J.F.| ¥
2021 2021
3 |To Sales A/c 50030 |By Balance c/d 500
Nowv. Nov.

500 500
1 By Balance 500
|Dec. |b/d
Dr. Rent Account Cr.
Date| Particulars |J.F.| T |[Date Particulars (J.F.| ¥
2021 2021
14 |To Cash A/c 20|30 |By Balance c/d 20
Nov. Nov.

20 2
1 To Balance b/d 20
Dec.

2.5. TRIAL BALANCE

2.5.1. Meaning of Trial Balance

Trial Balance’ is a statement, in which the balances of all
the ledgers are compiled into debit and credit columns.
Normally, a trial balance is prepared periodically, usually
when the reporting period ends. It is prepare to determine
the mathematical accuracy of the entries passed in the
book-keeping system of the company. On the debit side of
a ‘Trial Balance’ ‘Asset’ and ‘Expense’ accounts appear,
whereas on its credit side ‘Liabilities’, ‘Capital’ and
‘Income’ accounts appear. All the debit balances and
credit balances appearing in the ‘Trial Balance’ must be
equal, provided:

1) All accounting entries are recorded accurately; and
2) All the ledger balances are correctly extracted.

Trial Balance is mainly used as a tool to check the
arithmetical accuracy of account but it does not provide a
complete proof of arithmetical accuracy of account. Mere
matching of debit and credit balance in the trial balance
cannot be regarded as a proof of ensuring the recording of
all transaction in proper accounts.

2.5.2. Objectives and Functions of

Trial Balance

The ‘Trial Balance’ of a company has following

objectives and functions:

1) To Check the Arithmetical Accuracy: The
‘Double Entry Theory’ that the ‘Debits’ and
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‘Credits’ in any account need to be equal, is the
foundation of ‘Trial Balance’. As such, the ‘Debit’
and ‘Credit’ columns of ‘Trial Balance’ must be
equal all the time, and they do, if the financial
transactions are recorded accurately. If the ‘Debit’
and ‘Credit’ columns are not equal, it is presumed
that certain arithmetical inaccuracy has been found
at some stage. One of the most important objectives
behind the preparation of “Trial Balance’, therefore,
is to ensure the arithmetical correctness of the
recordings of various financial transactions.

2) To Help Detecting Accounting Errors: As the
preparation of ‘Trial balance’ is based on the
principle that the ‘Debits’ and ‘Credits’ in any
account need to be equal, any mistake made
inadvertently in ‘Journal Entries’ or ‘Ledger
Posting’ is disclosed. ‘Trial Balance’; thus,
facilitates detection of accounting errors.

3) To Summarise the Financial Transactions: A
business entity undertakes a number of financial
transactions during a given timeframe. Such
transactions, per se, are not capable of depicting the
financial affairs of the business entity. Keeping in
view the above objective, a summary of all the
financial transactions of the business entity is required
to be prepared in a trial balance.

4) To Provide the Basis for Preparing Final
Accounts: ‘Final Accounts’ of a company are
prepared at the end of an accounting period to
reveal its profit and loss and the financial position
in the form of ‘Profit and Loss Account’ and
‘Balance Sheet’. These accounts are prepared on
the basis of balances lying in the ‘Debits’ and
‘Credits’ of all the ledger accounts.

2.5.3. Difference between  Trial
Balance and Balance Sheet
Basis of Trial Balance Balance Sheet
Difference
1) Objectives |The objective of Preparation of the

preparing the trial
balance is to verify

the arithmetical
accuracy of the
transactions

recorded in the
books of accounts.

balance sheet is with
the  objective  of
ascertaining an
organisation’s
financial position as
on a specific date.

2) When
Prepared

Trial balance of an
organisation  may
be prepared at any
point of time (as
and when
required).

Balance sheet of an
organisation is normally
prepared at the end of
an accounting period,
which may be at quarter
end or a year end.

3) Number of
Column

The trial balance has
two columns with
the heading “Debit
Balances” and

“Credit Balances”.

The balance sheet also
has two columns with

the headings
“Liabilities” and
“Assets”.
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4) Typesof [Balances of all the{In addition to the account in the relevant column of the trial balance.

: Account ledgers  accounts|accounts of assets, In this method, the difference between the ‘Debit

are  taken  and|liabilities and capital Side’ and ‘Credit Side’ of an account is taken in the

Z‘:wn L L s et “Trial Balance’ instead of taking the totals of both

ance of a|remain open after the g i A

Bucihets. preparationsof: ading the sides. ‘If th.e De!nt'S1de happens to be more than

organisation. and profit and loss the ‘Credit Side’, it is termed as ‘Debit Balance’.

account also find a Both sides of the ‘Trial Balance’ also need to be

place in the balance equal in this method. ‘Modern Method’ of preparing

sheet of a business a ‘Trial Balance’ is considered to be a better one and

' S ssuton therefore preferred over the other methods.

5) Treatment |While' the opening|While the closing

of Stock stock is shown in|stock finds a place on 3) Total and Balance Method: This method is a

the trial balance the [the asset side of a
closing stock does|balance sheet, the
not find a place. opening stock does
not find a place.
6) Information|The trial balance|The ' balance
! does not reveal the|does provide ~ the
information information regarding
regarding the net|the net profit or net
. |profit or net loss. |loss.
7) Treatment of |Preparation of a|Preparation of a
Adjustments |trial balance is|balance sheet is not

combination _of - ‘Traditional Method’ and the
‘Modern Method’ of preparation of the ‘Trial
Balance’. Four columns are made under this
method. The first two columns are for the totals
(traditional method) and last two columns are for
balances (modern method). However, this method
has not gained popularity.

Example 12: Prepare a Trial balance from the

following ledger balances:

sheet

- possible even | possible without Particulars il
without  making|making adjustments Capital 50,000
adjustments  with|with regard to items Sales 25,000
 [regard to items like|like prepaid expenses, Opening stock 5,200
prepaid expenses, [income received in Debtors 2,500
income received in|advance, provisions Creditor 1,000
advance, provisions |for bad debts, income Purchases 20,000
for ~ bad  debts,|accrued = but  not R 2,000
income accrued but|received, etc. Rent - 1,500
not received, etc. Cash : 2,000
.. 1 Insurance = 300
2.5.4. Proforma of Trial Balanc Draing iy G
Trial Balance : Plant - 28,(5)00(0)
(@S ON ..vucusurnarncesionee: ) 3 Bank ; : ‘ , a
i L.F Dr. }) Cr. }). b i
Particulars (Total or (Total or Solution: (’;‘:l:rll.l.iﬁlfr.l.cf ..... oy
Balance) Balance) Particulars LF. | Dr.Q) | Cr.Q
. Capital : - 5(5),838
‘ : . . Sales i fan=ill 25,
2.5.5. Methods of Preparing Trial Balan_ce e Ll s %
For the preparation of a ‘Trial Balance’ following Bobioss | 2,500 o
methods are available: i Creditors - — | 1,000
1) Traditional Method/Total  Method: ’I'hc:, Purchascs 20,000 o
“Traditional Method” or the ‘Total Method Salaries 2,000 P
considers the sub-totals of each ledger accouqt. It is Rint 1,500 %,
prepared by presenting the subjtotals relating to Cash 2,000 -
each ledger account in the relevant colums of the e cames 300 g
“Trial Balance'. In this method, the debit total of Drawings 10,000 =
each account is recorded on the debit side and the it 28,000 3
. credit total of each account is recorded on the credit Bank 4,500 I8
==t Md@ of the “Trial Balance’. Thereafter the total of Total 76.000 | 76,000

=1 1% 0 R3 - : d
rial Balance’ 1s taken. If both debits an
- des matches, it is presumed that the books
ts are arithmetically correct. t

Example 13: Following is the trial balance as on 31
March 2017 prepared by an incompetent accountant.
You are required to rewrite in its correct form.

hod. : H ‘Modern
ethod/Balance Method: The ‘M e
e ‘Balance Method’ considers only the Capial Articyars lz)z. 0(:3 Cr.
he ledger accounts. It is prepared by Stock on 1% April 2016 8:500
balance relating to each ledger Furniture ; s
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its ‘Assets’ and ‘Li
the ‘Balance She
‘Assets’ or ‘Liabj
Before recording

abilities’. An event impacting any of
et’ components (‘Owner’s Equity’,
lities®) is termed as a “Transaction’.
a transaction in the books of accounts,

it is Necessary to identify two ‘Heads of Accounts’,

which would be ‘Cre

dited’ or ‘Debited’.

2.6.2. Accounting Equation Based on
Classification of Accounts
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2) Bought goods on credit from Rajesh ?8(‘),00‘0__
3) - Bought furniture for cash ¥10,000.

SgluﬁomTransactions Assets = Liabilities + Capita)
No. _ -
1) |Started Business with 1,00,000 =0+ 1,00,000

a Capital ¥1,00,000
2) |Bought Goods on 80,009 =80,000+0

Credit 80,000 from

Rajesh

¢ New Equation | 1,80,000 = 80,000 + 1,00,000
3) |Bought Furniture for|(-)10,000=0+0
h 210,000
ar 10,000=0+0 i |
New Equation | 1,80,000 = 80,000 + 1,00% |

Types of Meaning Example
Accounts
1) Assets ‘Assets Accounts’ of|Tangible Assets: Land,
Accounts |a company|Building,
Tepresents - all the|Plant/Machinery,
‘Tangible’ as well as|Cash/Bank balance, etc.
‘Intangible’  asset Intangible - - Assets:
items of the balance Goodwill, . : -, Patents,
sheet: | Trademarks, etc.
2) Liabilities |‘Liabilities Sundry - Creditors,
Accounts |Accounts’ of a|Outstanding  Expenses
company are its|(including tax
financial obligatiohs|liabilittes), * Bank
it owes towards Borrowings (Overdraft,
outsiders. ©  |Cash Credit or Tertn
Loans), etc. !
3) Capital ‘Capital  Accounts’ Capital alc, Drawings
Accounts |[of g

company
represents its ‘Inside
Liabilities’, ie. its
liabilities  towards
owners.

alc, etc.

4) Revenue
i* Accounts

‘Revenue - Accounts’
represents the amount
charged for, goods
sold or services
tendered or allowing
others o' ° use
enterprise  resources
yielding interest,
royalty or dividend.

Sales a/c,; Discount
Received a/c, Dividend
Received .alcy Royalty
Received )aJc,. *Interest
Received d/c, etc.

5) Expenses
Accounts

‘Expenses Accounts’
are  the expenses
incurred in  the
conduct of business
in the normal course
or losses suffered due
to some unforeseen
causes, like fire,

flood, theft, etc.

Purchases W
Discount Allowed alc,
Royalty Paid a/c,
Interest Payable a/c,
Loss b

Y
Fire/Flood/Theft a/c,
etc.

Example 20: Show the effect of the. following
transactions on assets, liabilities and capital through
accounting equation:

1) Starte%i bclljsiness with cash %1,50,000.

2) Rent received ¥10,000.

3) Invested in Shares ¥50,000.

4) Purchased goods on credit 325,000 from X.

5) Paid to X ¥25,000.

6) Salary paid ¥13,000.

Example 18: A business concern hag assets of

41,50,000 and owner’s equity is ¥23,55,000. What is
the amount of liabilities?

Solution: Assets = Liabilities + Shareholders Eqixitj (Capital)

Liabilities = Assets — Shareholders
. =41,50,000 - 23,55,000 = 17,95,000

le 19: From the following transactions show the
5”;:::? on assets, liabilities and capital based -on

accounting equations:
1) Commenced business wi

th a capifal of %1,00,000.

Equity (Capital) |

Solution:
S. | Transactions Assets = Liabilities + Capital
No. ’
1) |Started business 1,50,000 = 0 +  1,50,000(-
with cash :
%1,50,000 .
2) |Rent received| 10,000 = 0 + 10,000 °
310,000
New Equation 1,60,000 = 0 + 1,60,000|
3) |Invested in| (-) 50,000 = 0 + 0
Shares ¥50,000 "
50,000 = 0 + 0
1,60,000 = 0 + . 1,60,000
New Equation e,y
4) |Purchased 25000 = 25000 + 0
£00ds on' credit
25,000 from X
1,85,000 = 25000 + 1,60,000
New Equation
5) |Paid o x| 25, = (= !
245 000 (=) 25,000 (-)25,000 +- 0
5 Sl:lew Equation 1,60,000 = 0 + 1,60,000
aid | (<) 1 =
?13%3'00 p (=) 13,000 0 + (=) 13,000
L__| New Equation 1,47,000

1) Commenced b
2) Purchased go
3) Purchased fu

usiness with cash of 80,000,
ods on credit for 320,000,
miture on cash for 20,000,

Depreciation on furniture 3500,
5) ' Paid salarjes of 3200.

- Sold goods on credit for 25,000,

oy
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Ss‘"“t“";‘ _ 8) |Transfer fomcapil] 0= 5000 + (-) 5,000
= ransactions Assets = Liabilities + Capital to loan 35,000 | : :
10‘ Started Busi New Equation| 21,000 = 10,000 + 11,000
) gat;te & usiness| ' 80,000 = 0+ 80,000 9) Allotted shares to 0= (-)1,000 + 1,000
\;810000 ash . of creditors T1,000
] Ne E i =
2) |Purchased Goods on 20,000 = 20,000 + 5 : w Equation| 21,000 9,000 + 12,000
Credit for £20,000 : Examplg 23: From the following transaction prepare
New Equation| 1,00,000 = 20,000 + 80,000 Accounting Equation;
3) Rumha;«;d zf;l(;Iu()'(t)l;)re 20,000 = 0+ 0 1) Commenced business with cash ¥2,00,000 and land
on cash for 320, %50,000.
e 20,000 = 0+ 0| 2) Bought goods for cash ¥80,000.
e S il s Lo s B S s L worth 25,000, goods worth 320,000.
depreciation o 5 ) 4) Bought goods on credit of worth ¥50,000.
furniture 2500 5) Sales on account to Mr. X ¥12,000, goods worth Z8,000.
_ NewEquation| 99,500 = 20,000 + 79,500 6) Purchase furniture for cash ¥5,000.
5) |Paid salaries of ?290 (=) 200 = 0+ (200 7) - Return' defective furniture of worth %1,500 and
New Equation| . 69300 = 20,000 + 79,300 received cash.
6) ?:rlgsggggs on credit| (=) 5000 = 0+ =) 8) Paid wages 1,000, rent ?2,000 and electricity
’New Equation 94,300 = 20,000 + 745’383 S lllp ayable 1,500.
olution: : ‘
Example 22: Show the effect of the following business S. Transactions Assets _ = Liabilities + Capital
transactions on assets, liabilities and capital through  |No. '
accounting equation: 1) C(_)mmenced business|  2,00,000 = 0+ 250,000
1) Commenced business with cash ¥20,000. Ivr::dmh s a4 50,000 = RGE R
2) Goods purchased on credit ¥7,000. 2) |Purchased goods for| (-) s():ooo = 0+ 0
‘313 gurcxlliture p:ilrchased Z3,000. cash ¥80,000
. Paid to creditors ¥2,000. : 80,000 = 0+ 0
5) Amount withdrawn by the proprietor ¥4,000. New Equation|  2,50,000 = 0+ 250,000
6) Creditors accepted a bill for ¥1,500. 3) gg;d Og(‘)"’ds for cash| =~ 25,000 = 0+ 5000
7) Interest on capital ¥1,000. 5 : ¢
§) Transfer from capital to loan 5,000 (Costing 20,000) |()20000 = - 0+~ 3
‘e ; 2w New Equation| - .2,55,000:= ".“ 0 +.2,55,000
9)  Allotted shares to creditors ¥1,000. 4) |Goods purchased on| . 50,000= - 50,000 + 0
credit for 50,000 ; ‘
Solution: ; New Equation| 3,05,000 = '~ 50,000 + 2,55,000
S.No.| Transactions Assets = Liabilities + Capital 3) ?OIdéfg%d(;om Mr. X| 12,000 = 0+ 4000
20,000 = 0+ 20,000 TS 4
n g:s‘;:l'::s“‘::ﬂh o (Costing ¥8,000) | (-)8,000= 0+ 0
, New Equation| 3,09,000 = 50,000 + 2,59,000
R2l.e00 6) [Purchased Fumi 000 = et
2)  |Goods Purchased| 7.000= 7000+ = 0 ik oL (25,000 = i
on credit 7,000 P e ekt 20 5000 = : 0% g
i 27,000 = 8 + ) - —
| New Equation ; o A 5 New Equation| 3,09000= 50,000 + 2,59,000
3 I;‘;Im::::d a0 0 : 7) |Returned defective| (=) 1,500 = 0+ 0
C ) H —
; ~ 3,000 = 0 i 0 fumlturq for ¥1,500 1,500 = 0+ 0
) o 20,000 and received cash
New Equation 27,000 = 7,000 + 4 New Equation 3,09,000 = 50,000 + 2,59,000
4) |paid to creditors|()2,000 = (2000 + 0| gy Ipaid wages T1,000[ (-)1,000= 0+ (1,000
22,000 and
| NewEquation| 25000 = 5000 + 20,000 Rent £2,000 () 2,000 = 0+ (52,000
5) Amount withdrawn|(-) 4,090 = WL 2 (._)‘4'000 Electricity bill| (=) 1,500 = 0+ (91,500
~ “|by the proprietor 21,500
- |74,000 New Equation|  3,04,500 = 50,
. ey Equation| ZL000 = 5000+ 16,000 » ew Equation| ' 3,04, 000 + 2,54&
6! |Creditors' accepted 0 1,500 + 0 Example 24: Analyse .the effects of following
a bill for ¥1,500 : transactions on the accounting equations.
!‘ i 0= (1,500 + 0 Date _ Transaction
‘ - s
New Equation| 21,000 = 5,000 + 16,000 2019 Marel | Kumar began business with cash 750,000.
7). .,;|Interest on capital 0= 01'" 1,000 1 ] ;
I |z1,000 y : 2 e 2  Teok loan 320,000 from Amar.
' %% oog s 5,000 : (_)16’000 : :m;hased 2 ROpH(es each costing ¥29,000 on
New Equation| 21,000 = i 2 a2 : oo NI e )



-,

MBA First Semester (Accounting for Managers) VTy

42
4 Purchased stationery for ¥6,000 on credit.
6 Paid to creditor ¥2,000.
8 Paid towards salary ¥4,000 and 1,200 towards
office rent.
10 Withdrew cash 3,500 for personal use. )
20 Sold goods for 20,000 on cash 10,000 on credit.
22 Purchased good for ¥15,000 on cash and 325,000
on credit.
25 Paid life insurance premium %1,000.
Solution:
Date Transactions Assets = Liabilities + Capital
2019
March |Kumar started 50,000 = 0+ 50,000
1 |business with Cash
50,000
March [Loan taken from| (+) 20,000 = 20,000 + 0
2 |Amar
New Equation 70,000 = 20,000 + 50,000
March |Purchased (+) 58,000
3 |Computers for Cash
@ 29,000 each
(-) 58,000 = 0+ 0
New Equation 70,000 = 20,000 + 50,000
March |Purchased (+) 6,000 = (+) 6,000 + 0
4  |Stationery on Credit
New Equation 76,000 = 26,000 + 50,000
March |Paid to Creditor (=) 2,000 = (-) 2,000 + 0
6
New Equation 74,000 = 24,000 + 50,000
March |Paid towards Salary (=) 4,000 = 0+ (-) 4,000
8
Paid towards Rent (=) 1,200 = 0+ (51,200
New Equation 68,800 = 24,000 + 44,800
March |Withdrawn for| (=) 3,500 = 0+ (-) 3,500
10 |Personal Use
New Equation 65,300 = 24,000 + 41,300
March [Sold  Goods  for| (+) 20,000 = 0 + (+)20,000
20 |Cash
Sold Goods on| (+) 10,000 = 0 + (+) 10,000
Credit
New Equation 95,300 = 24,000 + 71,300
(+) 15,000 = 0+ 0
March |Purchased Goods (=) 15,000 = 0+ 0
22 |for Cash
Purchased Goods| (+) 25,000 = 25,000 + 0
on Credit
New Equation| 1,20,300 = 49,000 + 71,300
March [Paid Life Insurance| (-) 1,000 = 0+ (-) 1,000
25 (Premium
New Equation| 1,19,300 = 49,000 + 70,300

Example 25: Analyse the effects of these transactions
on the accounting equation.

Date
01/03/2018

Transactions

Suresh began business with cash %1,50,000 and
320,000 in Bank.

Took a loan of ¥50,000 from Mahesh.

Purchased for cash two computers each costing
750,000 and goods costing 325,000 on credit.

Paid to creditorg ¥5,000.

Paid salary 5,000 and office rent ¥2,000.

Sold goods on credit ¥10,000.

Withdrew 5,000 in cash for personal use.
Withdrew from bank 22,000,

Purchase goods worth 250,000,

Sold goods on cash 320,000

02/03/2018
03/03/2018

04/03/2018
10/03/2018
12/03/2018
15/03/2018
18/03/2018
20/03/2018
25/03/2018

[ y ¥
TV e e

Solution: .
Date| Transactions Assets = Liabilities + Capital
2018
Mar 1|Suresh began| 1,50,000 = 0+ 1,70,000
business with cash
71,50,000
and Bank 320,000 20,000 = 0+ 0|
Mar 2[Took a loan of 50,000 = 50,000 + 0
150,000 from Mahesh
New Equation| 2,20,000 = 50,000 + 1,70,000
Mar 3|Purchased for cash )= 0+ 0
two computers each| 1,00,000
costing 350,000
(350,000 x 2)
1,00,000 = 0+ 0
Purchased goods| 25,000 = 25,000 + 0
costing ¥25,000 on
credit
New Equation| 2,45,000 = 75,000 + 1,70,000
Mar 4|Paid to  Creditors| (-) 5,000 = (-) 5,000 + 0
35,000
New Equation| 2,40,000 = 70,000 + 1,70,000
Mar (Paid Salary 35,000 | (-) 5,000 = 0+ (5,000
10
And office rent 2,000 (-) 2,000 = 0+ (92000
New Equation| 2,33,000 = 70,000 + 1,63,000
Mar [Sold goods on creditl 10,000 = 0+ 0
12 [X10,000
(=) 10,000 = 0+ 0
New Equation| 2,33,000 = 70,000 + 1,63,000
Mar |Withdrew %5,000 in| (-) 5,000 = 0+ () 5,000
15 |Cash for personal
use s
New Equation| 2,28,000= - 70,000 + 1,58,000
Mar (Withdraw from bank| (-) 2,000 = 0+ (=) 2,000
18 2,000
New Equation| 2,26,000 = 70,000 + 1,56,000
Mar [Purchase goods =)= 0+ 0
20 |worth T50,000 50,000
50,000 = 0+ 0
New Equation 2,26,000 = 70,000 + 1,56,000
Mar [Sold goods on cash 20,000 = 0+ 0
25 R20,000
(=) 20,000 = 0+ 0
| New Equation| 226,000 = 70,000 + 1,356,000

Accounting

Such users of ‘Accoun
grouped under two bro
Users’ and ‘Interna] Users’,
are discussed in the followin

information,
Statements’ of a company are
only for the management
stakeholders, which are exte
Government agencies, regul
potential business associates,

2.7. USERS OF ACCOUNTING
INFORMATION

etc.

especially
of immense utility not
and owners, but other
mal to the business, viz.
ators, potential investors,

‘Financial

ting Information’ may be
ad categories, i, ‘External
The details of these users
g points:
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Users of Accounting

Information
Internal Users
Owners 1.e., Shareholders, D L
Partners and Proprietors —  Creditors
Management — Prospective Investors
Employees — Government Agencies

— Customers
— Researchers
— Foreigners
L Others

-1) Internal Users: The internal users of ‘Accounting
Information’ are as under:

i)

ii)

iii)

Owners i.e., Shareholders, Partners and
Proprietors: They are the driving force behind
the conduct of any business activity, as it is
their ideas as well as the funds, which works
for the efficient and convenient flow of
business, its growth, development,
diversification, etc. Some of the factors on their
priority lists are enhanced turnover, improved
profitability, better dividend distribution,
healthy financial indicators, growth/expansion
of business, better future prospects regarding
earnings, etc. This sub-category of ‘Internal
Users’ are contended with published annual

results, like ‘Profit and Loss Account’,
‘Balance Sheet” and other miscellaneous
statements.

Management: The accounting data is useful
for 'all the three tiers of a company’s
management, viz. “Top Management’ (Board of
Directors), ‘Middle Management’ (Senior
Executives) and  ‘Lower  Management
(Supervisory Staff). The data facilitates in
finalisation of policy statement at ‘Top
Management’ level, implementation of such
policies at ‘Middle Management’ level and
discharge of supervisory functions at ‘Lower
Management’ level.

Setting up of a ‘Vision Document’ and
‘Objectives’ of a company and monitoring
thereof, becomes possible on the basis of
inputs provided by accounting. Various
budgetary tools and techniques relating to
production, sales budget, cash budget and also
master budget can be effectively utilised on the
basis of statements and reports provided by
accounting. u

Employees: For a sustainable success and
growth of a business _entity, mutual
understanding and cordial relationship between
the employer and the employee is the basic

" requirement. Management of a company can
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have a wholesome industrial relationship
(between the management on one side and the
trade union on the other) through highly
contended, committed and  motivated
employees. This can be achieved with the help
of accounting information, which is capable of
ensuring industrial harmony by averting
various forms of labour unrest like, strikes for
demand of better working conditions,
wages/salaries, bonus, other benefits, etc.

2) External Users: The details of external users of

‘Accounting
investors,

Information’, viz
regulators, -Government

customers,
agencies,

creditors/suppliers, researchers, foreigners, etc. are
discussed in the following paragraphs:

1)

iii)

Creditors: Suppliers of goods or raw materials
(in the case of a manufacturing unit) extend
short-term credit to their customers with the
understanding that the entire payment would be
made within a stipulated timeframe. Such kind
of credit is termed as ‘Trade Credit’. Such
trade creditors- or the suppliers have concerns
with regard to thé timely receipt of their dues.

Therefore, it is important for them to ascertain
the “Short-term Solvency’ of their customers
(to whom supplies have been made). The status
of ‘Liquidity” or ‘Short-term Solvency’ of a
company can easily be found out with the help
of ‘Accounting Statements’. The creditors can

_ frame their policy of extending short-term

‘Trade Credit’ on the basis of financial data.

Prospective Investors: The prospective
investor may include, besides individuals,
banks, and .  insurance/finance/mortgage
companies. The vital guiding factors behind
any investment decision taken by a potential
investor are:
a) Safety of funds invested, uln
b)Recurring returns in the form of dividends,
and
c)Possible capital gain.
These factors can be determined through the
study and analysis of financial data, viz.
profitability, dividend policy, and the
company’s historical background for the last
few years. The accounting statements also
enable a potential investor to ascertain the
viability of current projects, future growth and
expansion plans, etc.

Government Agencies: The accounting
information is required by Government
agencies, like tax-authorities, Company Law
Boarq .(CLB), Registrar of Companies (RoC),
Securities and Exchange Board of India
(SEBI), Ministry of Trade and Commerce
(MoTC), etc. with a view to ensuring that a

] o
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company has complied with all the guidelines, b) The regulators may use them to improye

e . ’ d
directions, rules and regulations issued by the their regulatory regime, an
Tespective  Government agencies.  For

example, CLB may be interested in knowing
whether all the provisions of Companies Act,
2013 have been complied with or not.

¢) Management of the company may use
them as a guiding factor for reviewing
their current policies.

imi : : The accounting statements are, therefore, very
S"T“lf“l}’s ki }Nould be ;nterested v important for the research scholars, as they
cnsuring that the interests of investors and s 'fwo puposss, Ve wessimly b
public in general are protected.

accountancy, and improving the businesg

iv) Customers: The interest of a customer or normal standards and systems.

citizen lies in knowing the factors like monitoring . ; :
i ilino " i igners: Foreigners are interested
mechanism prevailing in the company regarding vi) Foreign g

in
production, selling and other expenses, which accounting data of a compan),/ because‘of tr!eir
affect the ’maﬂ(etgprice of the fﬁshed, _ exposure in ‘Joint Ventures’ (JVs), Foreign
Accounting Statements are helpful in ascertijn'm . Direct Investments’ (FDIs), etc. Further, there
such factors. Of late ‘Cugt S otectioﬁ are increasing number of cases of merger ang
Groups’ have started exercising some supervision acql.Jismon of Infilan Coglsl;ames with Mult-
over the business and industry and also creating National Companies (MNCs). N
awareness about the concept of ‘Corporate Social vii) Others: Entrepreneurs, trz}d_e associations,
Responsibility (CSR). stock exchanges, media, political parties, etc,
V) Researchers: Analysis and interpretation of are some of the other stakeholders, who are
financial statements of a company by keen on well-being of a business entity and its
researchers may lead to some unexpected and growth, etc. They also undertake the study of
surprising results and innovativ

¢ idéas, which impact on financial and
may be used by different entities in different
ways. For example:

a) The Government agencies may use such

social business
environment. Thus, it is clear that the uses and

benefits of accounting information are multi-
dimensional and various agencies use them in

results/ideas to amend their existing their own manner.
policies and come out with the new ones,

2.8.1. Meaning of Subsidiary Book
“Subsidiary Books’ are the books of accounts w
recorded. With a view to saving time and energy, as also for th

€ convenience sake, busin,
categories are recorded in separate books. They are also referred

to as ‘Sub-divisions of Jo
‘Subsidiary Books® is maintained to record all the business transact

ions. The journal en
records acts as a source of information to be used in buildin
records have many names, viz. ‘Prime Book of Entry’,

2.8.2. Types of Subsidiary Book
The *‘Subsidiary Books’ are broad]
are further sub-divided into various

urnal’. A good number of

. tries made in the primary
g specific final accounts in bookke

eping. The primary
‘Books of Original Entry’, etc. e P

Yy grouped into two categories, viz.

_ ; ‘Special Journal’ and ‘General Journal’, which
sub-categories as depicted under the following chart:
Types of Sulisidiary Book
I 1
Special Journal ' General Journal
| (Journal Proper)

Cash Journal Goodj Journal Bills Journal
| 1 : _
Purclhases SL]CS Purchases  gales B{lls Bills
Journal Journal Returns Returns Receivable Payable
Journal  Joyrnal Journal Journal
]
[ [ | | |

Opening  Closing Adjustment Transfer Rectification
Entries  Entries  Entries  Entries Entries
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1) VSpecial'J(.)umal:'A ‘Special Journal’ is used to
group similar types of transactions, such as ‘Goods
(Sales or Purchase)’, ‘Cash Receipts/Payments’,
‘Bills Receivables/Payables’, etc. The types of

+ ‘Special Journals’ a business entity uses depend on
the types of transactions that occur frequently in its
business. Most of the business entities use following
types of ‘Special Journals’:

i) Cash Journal: All the transactions related to
cash are recorded in the ‘Cash Journal’.
Separate ‘Cash Journals’ may be used for
recording receipts and payments of cash.
Receipt of cash may be recorded in ‘Cash
Receipts Journal’, while the payment of cash
may be recorded in ‘Cash Payments Journal’.

ii) . Goods Journal: All the transactions related to
sales and purchases of goods/merchandise are
recorded in this category of Journal. It has been
further categorised into following journals:

a) Purchases Journal: This journal is used
for entering the transactions pertaining to
goods/merchandise purchased on credit.
Purchases made on cash basis are recorded
in the ‘Cash Journal’.

b) Sales Journal: Goods/merchandise sold
on credit to the customers are recorded in
this journal. Goods sold on cash basis are
logically recorded in ‘Cash Journal’.

c¢) Purchases Returns Journal: All the
transactions pertaining to the ‘returns of goods
purchased on - credit’ - are recorded in

‘Purchases Returns Journal‘. This journal is- -

also referred to as ‘Returns Outward Journal’.

d) Sales Returns Journal: When the goods
sold on credit are received back (returned)

in the normal course of business, such .

transactions are recorded in ‘Sales Returns
Journal’. This journal is referred to as
‘Returns Inward Journal® also.

iii) Bills Journals: All the transactions pertaining
to issue/receipt of ‘Bills _ of
Exchange/Promissory Notes’ by a busmes_s
entity are recorded in ‘Bills Journals’. This
journal may be categorised into two:

a) Bills Receivable Journal: ‘Bills of

Exchange/Promissory ~ Notes’ ref:eived
from the debtors of a business entity are
recorded in ‘Bills Receivable Journal’.

b) Bills Payable Journal: ‘Bills of

 Exchange/Promissory Nott?s’ 1ssu§3d by a
business entity favouring its creditors are
recorded in ‘Bills Receivable Journal’.

| 2 fGenéral Journal: All the miscellaneous transactions,
o r which no ‘Special Jou

mals’ are maintained, are
" recorded in this journal. It is also referred to as
. ‘Journal Proper’. ) ;
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Generally following types of transactions are recorded

in ‘Journal Proper’:

1) Opening Entries: In the beginning of a new
financial year, new set of books are introduced
for recording business transactions. The
closing balances of the previous year’s
accounts are required to be brought forward in
the beginning of the new financial year. ‘The
Opening Entries” are nothing but the recording
of the closing balances, which are available in
the previous year’s balance sheet.

ii) Closing Entries: At the end of an accounting
year, the balances lying in different nominal
accounts are transferred to “Trading and Profit
and Loss Account’ and the accounts are closed.
The entries passed in the process of closing are
‘known as ‘Closing Entries’.

iii) Adjusting Entries: ‘Adjusting Entries’, generally
relating to the ‘Income Accrued/Outstanding” and
‘Outstanding/ Prepaid Expenses’ are passed on the
last day of an accounting year with a view to
ensuring that the financial statements reflect the
true and accurate affairs of the business entity.

iv) Transfer Entries: ‘Transfer Entries’ are
passed in ‘General Journal’ with a view to
transferring one account to the other.

v) Rectification Entries: The possible errors that
might have been crept in the books of accounts
are set right by passing ‘Rectification Entries’.

vi) Purchase of Fixed Assets: The entries relating

to, the purchase - of “fixed assets, e.g. Land,

‘Building, Plant, Machinery, Furniture, Fixture,
etc. on credit are made in the journal named as

.“‘Purchase of Fixed ‘Assets’. In all the above
cases, there is an option to replace the term
‘Book’ by the term ‘Journal’.

2.9. CASH BOOK

2.9.1. Meaning of Cash Book

‘Cash Book’ is a journal, wherein all cash receipts and
payments, including bank deposits and withdrawals are
recorded. It starts with the cash or bank balances at the
beginning of the period. It is a book of original entry, as
all the cash transactions are recorded for the first time
in the ‘Cash Book’. It is periodically reconciled with
the bank statements as an internal method of auditing.
‘Cash Book® is a very common book, which is
maintained by almost all the organisations, irrespective
of the fact whether they are small or large, profit-
organisations or mon-profit organisations. Larger
companies divide the cash book into two parts. The first
part is the “Cash Disbursement Journal’, which records
all cash payments, such as accounts payable and
operating expenses. The second part is the ‘Cash
Receipts Journal’, which records ajj cash receipts, such
as accounts receivable and cash sales
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" k of Sapna
ion: Single Column Cash Boo
2.9:2. Types- of Cash Books Is)‘r"“"" Regceip,s Payments Cr. |
The “Cash Book’ maintained by an organisation may be of Date | Particulars |L.| Cash | Date | Particulars [L.F.| Cash
any of the following types: F.| ®) ®
2021 2021
Types of Cash Books April [To  Balance| |15,000|April [By Purchase 3,200
bin le Column Cash Book Al il 'l;-/:,jsales Alc 4,800 ,st\pri] g;c Ansh’s 7,150
: e Double Column Cash Book I 1p 5" 27 |Alc
April | To 650|April [By Rent A/c 600
Three Column Cash Book 22 |Commission 30
Alc
i April By Balance 9,500
2.9.3.  Single Column Cash Book 30 |old
‘Single Column Cash Book’ also referred to as ‘Simple 20,450 20,450
Cash Book’ records only cash receipts and payments. May [To Balance 9,500
All cash receipts are shown on the debit side of this 1 |b/d

book while all cash payments are shown on the credit Cash Boo
side of this book. One money column is present on each 2.9.4. Two or Double Column h k

of the debit and credit sides of the book. The usual In the ‘Double/Two Column Cash Book’, both the

format in which it is maintained is furnished below: cash as well as discount transactions are reForded

Proforma of Single Column Cash Book (unlike the ‘Single Column Cash Book’ wherel_n‘only
Dr. Receipts Payments -Cr. cash transactions are recorded). An additional
Date|Particulars|L.F.[Cash |Date|Particulars|L.F.| Cash column for discount transaction is added to facilitate

(§9) ®)

reflection of increasing number of discount
transactions. A format in which the ‘Double/Two
Column Cash Book’ needs to be maintained is
Example 26: Enter the following transactions in the furnished below. ‘Double/Two Column Cash Book’ has
Single Column cash book of Sapna: two columns. One is for recording ‘Cash Transactions’

Date Particulars L4 and the other one or for recording ‘Discount
2021 Transactions’. On the left hand s:de, the receipts of cash

April 1 | Balance of cash in hand | 15,000 in cash column and the discount allowed in the discount
April 8 | Purchased goods for cash | 3,200

: ; column is entered. On the right hand side, the payment
April 15 | Sold goods for cash 4,800 of cash in the cash column and the discount received in
April 22 | Received commission 650 the discount column is entered
April 27 | Paid to Ansh on account 7,150 2

| April 30_| Rent paid _ 600

Proforma of Double Column Cash Book
Dr. Receipts Payments Cr.

Date | Particulars| L.F. | Discount | Cash |Date Particulars|L.F.

Discount |Cash|
Allowed )| )

Received }) | (3)

Note: Whenever double column Cash Book is used, it is not necessary to have two columns meant for cash and
discount only. The two columns may be used as discount and bank or cash and bank.

Difference between Trade Discount and Cash Discount

Basis of Trade Discount Cash Discount
Difference :
1) Meaning Trade discount is a deduction allowed by a

. : . ' Cash discount is a deduction allowed by a supplier on the
supplier on the list price of goods and services. invoice price of goods and services. Normally, such a discount

Normally, such discount is allowed for theis provided for immediate payment or payments made within a

uantity brought or for trade practices, etc. given time period.

2) Purpose The purpose of providing trade discounts is to The purpose of providing a cash discount is to encourage
increase sales, prompt payment from the buyer.

3) Time when|Trade discount is allowed when the goods|A cash discount is allowed when the buyer is ready to make

~_ allowed and services are purchased. immediate payment or payment within the stipulated time period.

4) Disclosure in(Normally, a trade discount is shown as a|A cash discount is not shown in the invoice.
the Invoice  |deduction in the invoice.

5) Ledger No account is prepared for recording the |Cash discount account is prepared for recording the cash
Account trade discount transaction. discount transaction.
())fV.ariation Trade discounts may change with the change | Cash discount may change with the change in period within which

in the number of goods purchased. the payment is to be made.

=
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Example 27: Enter the following transactions into a Double column Cash Book:

Date Particulars R
2021
July 1° Balance of Cash in Hand 2,100
July 2 Cash Sales - 550
: July 5 Received 1,460 from Mr. Suresh and Allowed him a
f Discount of 40
July 10 |Paid to Sumit ¥970 in Full Settlement of his Account 1,000
July 11 |Fumniture Purchased for Cash 1,500
July 12 Cash Sales 2,500
July 15 Cash Purchases 900
July 21  |Goods Purchased from Sanjay 2,000
July 24 Goods Sold to Ram 2,500
July 25 Paid to Sanjay in Full Settlement of his A/c 1,950
July 27 Received from Ram in Full Settlement of his A/c 2,480
July 29 Salaries Paid 2,000
July 30  |Wages Paid . 50
July 31 _ |Rent Paid 500
Solution: Double Column Cash Book
Dr. Receipts Payments Cr.
Date | Particulars |L.F.|Discount Allowed|Cash| Date | Particulars |L.F.|Discount Received|Cash
® ®) ®) ®)
2021 2021
July 1 |To Balance b/d 2,100{July 10(By Sumit A/c 30 970
July 2 |To Sales A/c 550{July 11{By Furniture A/c 1,500
July 5 |To Suresh A/c 40 1,460{July 15|By Purchases A/c 900
July 12|To Sales A/c 2,500{July 25(By Sanjay A/c 50 1,950
July 27|To Ram A/c 20 2,480|July 29(By Salaries A/c 2,000
July 30|By Wages A/c 50
July 31{By Rent A/c 500
July 31|By Balance c/d adtd 1,220|°
: : 60 9,090 80 - 9,090
Aug 1 |To Balance b/d - 1,220
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Notes: As it is clear from the above Cash Book that cash balance is taken whereas in discount column = no balance is taken,
it is simply totalled which shows that if debit side is taken Y60 is allowed as discount which is a loss and on the other hand,

if credit side is taken then 380

which is received as discount hence it is a profit/gain.

-2.9.5. Three or Triple Column Cash Book

There are three columns in ‘Triple Column Cash Book’, viz.:

1) Discount Column,
2) Cash Column, and
3) Bank Column.

“Cash Discount’ is a form of incentive given by a seller/supplier to its customers for timely payment of debts, i.e.
payment before the specified due date. The system of ‘Cash Discount’ motivates early payment of debts. It results in
aloss when extended to a customer, whereas it is a gain when received from a supplier.

The concept of ‘Discount’ necessarily entails cash transaction (receipt or payment of cash) and is recorded in the
cash book. While the ‘Discount Allowed’ is recorded on the debit side of the ‘Cash Book’, the ‘Discount Received’

1§ recorded on the credit side

_The discount columns are totalled but not balanced.

Proforma of the Three Column Cash Book

i) Receipts e, Payments Cr.
| Particulars | L.F. | Discount Cash | Bank | Date | Particulars | L.F. | Discount Cash Ba‘nk_
g Allowed | @ | Received | 3) | @
k. ® Q)
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Contra Entries

Thf.? ‘Contra’ is a Latin word, the literal meaning of

whu.:h is ‘the other side’ or ‘Against’. Hence, contra

entries are the entries recorded on both sides, i.e., debit

and credit side of the cash book. The most common

examples of recording a contra entry are:

1) Deposit of Cash into Bank Account: This
transaction is recorded:

1) On the debit side of the ‘Bank Column’ - To
Cash A/c (debit the receiver and bank being
the receiver), and

ii) On the credit side of the ‘Cash Column’ — By

Bank A/c (credit what goes out and cash is
going out of the cash book).

Withdrawal of Cash ‘from Bank Account for
Office Use is Recorded

i) In the ‘Cash Column’ on the debit side — To
Bank A/c (debit what comes in and the cash is
coming in) and

In the “Bank Column’ on the credit side — By
Cash Afc (credit the giver and the bank is

2)

ii)

MBA First Semester (Accounting for Managers) vy,

Note: However, if cash is withdrawn from bank
account for the owner’s personal use (draWings
account), it does not require a ‘Contra Entry’.

Example 28: Record the following transactions in ,
cash book.

Date

2019 Feb
1

Transactions
Commenced business with cash ¥10,000.

Received a cheque for ¥5,000
Issued a cheque for ¥500 for furniture purchased,
Purchased goods for 3,000 and paid by cheque.
Received a cheque for Y490 in full settlement of 50y
on account.

Paid into Bank ¥5,000 from Ranga.
Paid wages ¥200.

Drew a cheque for personal use ¥400.
Drew from bank for office use ¥250.
Paid electricity charges T15.

Paid salary by cheque ¥500.

6
7
8
8

10
15
18
25
27
28

the giver).
Solution: : 1
: Three Column Cash-Book
Dr. Receipts & Payments . Cr.
| Discount| Cash | Bank 2 Discount| Cash | Bank
Date Particulars |L.F. @ ® | @ Date Pgruculars L.F. @) @ @
2019 : - 12019 :
Feb 1 ToCapital A/c {10,000] - |Feb7  |By Furniture A/c 500
Feb 6 To Bank A/c { | 5,000|Feb8 |By Purchase A/c : 3,000
Feb 8 To Debtor A/c 10 | 490|Feb.15-{By Wages A/c 200
Feb 10 |ToRanga Alc | | 5.000{Feb 18 |By Drawings A/c - 400
Feb 25 ToBank Alc  |(C) 250 Feb25 IBy CashAlc  ~ |(O) " 250
el ) Feb 27 |By Electricity A/c 15| -
Feb 28 |By Salary A/c o il 500
16 16,250 e Feb 28 |By Balance c/d 10,035 5,840
SaET 0
March 1* [To Balance b/d 10,035] 5,840 10.250110,450
Example 29: From the following transactions, prepare a three column cash book for the month of October 2016:
1 Oct. 16 Balance at Bank 4,500 [
2 Oct. 16 Drew from Bank for office use — 1,500
30ct. 16 Bought office furniture for cash —'960
50ct. 16 Paid wages in cash — 450
13 Oct. 16 Drew from bank for office use - 750 -
15 Oct. 16 Sold goods for cash — 660 SR b
18 Oct. 16 Received a cheque -from_Mr. X'in settlement of their account of 2,250 less 5% discount and paid same
direct into the Bank £ _
22 Oct. 16 Bought goods for cash — 1,350
24 Oct. 16 Drew cheque for self — 1,200
310ct. 16 Paid Mr. Y A/c ¥1,200 by cheque less 244%.
Solution: /
Three Column Cash Book
Dr. : Receipts ‘ Payments _ Cr.|
Date | Particulars |L.F.|Discount Allowed [Cash|Bank| Date | Particulars |L.F. Discount Received [ Cash | Bank|
®) 1 Q) | Q.
f?)]c? To Balance b/d i 14,50012 oct. (By Cash. Alc © 1,500
20ct. |To Bank A/c © 1,500 3 oct. |ByPurniture A/c, 960
WA& (©) 750 5 oct. |By Wages A/c 450
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15 oct, | To Sales A/c 660 13 oct.|By Cash A/c © 750
18 octgd To Mr. X’s A/c i 112 2,138|22 oct. | By Purchase A/c 1,350
, 4 . 24 oct. |By Drawing A/c 1,200
31 oct. |By Mr. Y’s Alc 30 1,170
: SRRl . |31 oct.|By Balance c/d 15012,018
: 112)2,910] 6,638 o 30[2,910{6,638

1 Nov. {To Balance b/d 150{2,018

Example 30: From the followin'g'transactions prepare a three column cash book.
1) Commenced business with 30,000 in cash.

2) Paid into bank ¥5,000.
3) Bought goods for ¥2,000 and paid by cheque.
4) Purchased stationery for ¥500.

5) Received cash from Mr. Sahil % 980 and allowed him a discount of I20.
6) Paid Chandra by cheque 3200.

7) Drew cheque for personal use ¥100.
8) Paid Santosh his dues by a cheque of T340 and received a discount of X10.

Solution:
: Three Column Cash Book
Date| Particulars |L.F.| Discount | Cash | Bank |Date Particulars L.F.| Discount Cash | Bank
Allowed D) | () (9] Received () ) )
To Capital A/c 30,000 By Bank A/c © 5,000
To Cash A/c © 5,000 By Purchases A/c 2,000
To Mr. Sahil A/c 20 980 By Stationery A/c 500
By Chandra A/c 200
By Drawings A/c 100
By Santosh A/c 10 340
By Balance c/d 25.480] 2,360
20| 30,980| 5,000 10| 30,980| 5,000
To Balance b/d 25,480 2,360

Example 31: Enter the following ,_.transaction in triple column cash book:

2017, January 1* Chandrika commenced business with cash ¥20,000.

2017, January am She paid into current account $19,000

2017, January 4" She received cheque from Keerthi & Co. X600

2017, January 7 She pays in bank Keerthi & Co. cheque.

2017, January 10® | She pays Paltan & Co. by cheque and he is allowed a discount of 20 and cheque issued
for T330.

2017, January 12 Tripathi & Co. pays into her bank A/c 475.

2017, January 158 She receives cheque from Varsha and allows her discount of I35 for 450.
2017, January 20" | She receives cash Y175 from cash sale. i

2017, January 25" |Deposited into bank ¥1,000.

2017, January 27" . |She pays by cheque for purchase X275.

2017, January 30° | She pays sundry expenses in cash ¥50.

Solution:
Three Column Cash Book
Dr. Receipts i Payments Cr.
n ] ¥ Discount Discount
Date Particulars L.F.| Allowed |Cash (%)Bank (Y)| Date Particulars L.F. Allowed (3) Cash () |Bank (%)
i : . ®) : : !
- ; 2017 ]
Jan, [To Capital Alc 20,000 3Jan. [ByBank Alc ©) 19,000
- To Cash Alc ©| 19,000(7 Jan. . [By Bank Alc © 600
|To Keerthi & Co. Alc _ 600 . [10Jan. [By Paltan & Co. A/c| {12010 330
{To Cash Alc © 6,0025 Jan. [By Bank A/c .1 © : 1,000
o Tripathi & Co. Afc | i 47527 Jan. |By Purchases A/c 275
h Alc 35 450 30 Jan. [By Sundry Expenses 50 .
"0 Sales Alc 175 31 Jan. |By Balance c/d 575| 20,470
o Cash Alc © 1,000 i s
¢ 35| 21,225 21,075 : - 200 21,225 21,075
o Balance bld 575| 20,470
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Example 32: Epter the following transactions in a three column cash book:
Date Particulars 2
2]?1?11 1 | Capital introduced (in Cash) 30,000
Jan.4 | Paid into bank 8,000
Jan. 5 | Purchased goods by cheque 1,000
Jan.6 | Received a cheque from Raman | 2,000
Allowed discount 100
Jan. 10 | Cash sales 7,000
Jan. 12 | Paid into bank 3,000
Jan. 15 | Paid Gopal by cheque 3,000 .
Discount received 50 a
Jan. 20 | Paid salaries by cheque 1,000
Jan. 25 | Withdraw for office use 2,000
Jan. 31 | Draw a cheque for personal use 500
Solution: Three Column Cash Book
Dr. Receipts Payments Cr.
Date | Particulars |L.F.|Discount] Cash | Bank | Date| Particulars [L.F.Discount| Cash Bank
Allowed ' Received
. ®) R | ® ®) ® | ]
2021 051 »
Jan 1 [To Capital A/c "~ [30,000 Jan 4 By Bank A/c ©) 8,000
Jan 4 |To Cash Ale | (C) 8,000 | Jan 5 [By Purchase A/c 1,000
Jan 6 |To Raman’s A/c 100 2,000 Jan 12/By Bank A/c  [(O) 3,000
.- Pan 10/To Sales A/c | 7,000 Jan 15[By Gopal’s A/c 50 3,000
~ Pan12[To Cash A/ |(C) © " |3,000 [Jan 20{By Salaries A/c 1,000
Jan 25[To Bank A/c | (C) 2,000 Jan 25{By Cash Alc ~ |(C) 2,000
Jan 31(By Drawings A/c 500
Jan 31(By Balance ¢/d 28,000( 5,500
100 [39,000(13,000 “50  [39,000{13,000
Feb 1|To Balance b/d 28,000/ 5,500

Example 33: Prepare three column cash book of Mr. Mohan from the following particulars.

Date Transactions
2018 Aug. 1[Cash in hand 225,000 and Bank ¥40,000.
Aug.2  |Purchased goods for cash Z5 ,000.
Aug.4  |Sold goods to Vikas Z8 ,000 on credit. :
Aug. 5 - '[Received 5,900 from Mr. X in full settlement of his account 6,000.
Aug.6  [Purchased office furniture and issued a cheque 5,000. :
Aug.7 |Drawn from bank for office use ?2,000 and for personal use %1,000.
Aug.9 [Purchased goods for cash ¥15,00 : 1
Aug. 12 |Purchased motor cycle on account from ABC motors for ?30 ,000.
Aug. 14 |Paid to Mr. A €295, discount received 35.
Aug. 15 |Paid wages £500. : .
Aug. 18 |Sold goods for cash 210,000, - iraa ‘

Solution: Y In the Books of Mr. Mohan (

7 Three Column Cash Book
| Dr. - Re(it;ipts Payments Cr.
iscount S ' ; z
LDate Particulars [L.F.| Allowed C(:)h B(a;;k Date Particulars L.F. g:escce‘::rl:; o
®
2018 2018 1 © ®) !
Aug 1 |To Balance b/d 25,000|40,000 | Aug 2 By Purchases A/c 5,000
Aug5 |ToX Alc 100 5,900 Aug 6 By Office Furniture A/c ! 5,000
Aug 7 |To Bank A/c © 2,000 Aug 7 By Drawings A/c ; 1,000
Aug 18 | To Sales A/c 10,000 Aug 7 By Cash A/c ©) 2,000
Aug9 By Purchases A/c 15,000
Aug 14 |ByMr. A A/c 5 295
Aug !5 |By Wages A/c 500
Aug 31 |By Balance ¢/d X 22,105 (32,000
100 42,900]40,000 S 42,900/40,000
Sep 1 |To Balance b/d 22,10532,000
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2.10. OTHER
BOOKS

SUBSIDIARY

Following are the different types of other subsidiary
books: '

| Other Subsidiary Books

Purchase Book or Purchase

Tonmal

—

|| Sales Book or Sales Journal

Purchases Return Book or
Returns Outward Book —

|| Sales Return Book or Returns
Inward Book

Bills Receivable Book

|| Bills Payable Book

2.10.1. Purchase Book or Purchase
Journal

Purchase Book is used for recording the credit
purchases of goods which deals with business
organisation. This ‘Subsidiary Book’ is also referred to
as ‘Purchase Journal’, ‘Invoice Book’ or ‘Bought
Book’. The products/goods purchased on cash and the
purchase of those assets, with which the business
organisation does not deal, are not recorded in this book
of accounts.

For recording the entries in the ‘Purchase Book’, the
basis is ‘Purchase Invoices’/‘Inward Invoices’, which are

received from the suppliers. It is essential to ensure that

the amount recorded in the book is the net discounts
(whether ‘Trade Discount’ or ‘Quantity Discount’)
avatled of from the suppliers. Discount received from the
list price of products to the supplier is termed as ‘Trade
Discounts’.

Proforma
The simplest proforma of a purchase book is shown

below:

Purchase Book
Date | Name of | Invoice | L.F. Details | Amount
Suppliers | No. T|P|T | P
(Account
to be
Credited)

Example 34: Record the following items in the
purchase book maintained by Mr. Satish:
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Purchase Book
Name of Suppliers
(Account to be
Credited)

Solution:

Date Invoice

No.

2 March Hari
6 March Sukesh 10,000
Less: Trade 1,000

Discount @

10%

Tamim

Kunal 40,000
Less: Trade 2,000
Discount @

5%

Rahul 50,000
Less: Trade 5,000
Discount @

10%

15,000

9,000

7 March
11 March

30,000

38,000

26 March
45,000

31 March |Purchases 1,37,000

Alc Dr.

Date Particulars T

March 2 | Purchases made from Hari 15,000

March 6 |Goods purchased from Sukesh. He|10,000
allowed 10% trade discount

March 7 |Bought goods from Tamim 30,000

March 11 | Purchased goods from Kunal, allowing 40,000
5% trade discount
March 13 |Goods purchased for cash from Ali 30,000
March 21 | Bought furniture from Tarun 4,000
March 26 |Goods bought from Rahul @ 10% trade|50,000

discount

2.10.2. Sales Book or Sales Journal

The transactions relating to the goods, with which the
business organisation deals, sold on ‘Credit Basis’ are
recorded in the ‘Sales Book’/‘Sales Journal’. It is
important to note that the goods sold on ‘Cash Basis’
are not recorded in this subsidiary book. They are
recorded in the ‘Cash Book’.

The transactions related to credit sale of assets other than
the goods, with which the business organisation deals,
are also not recorded in the ‘Sales Book’.

In brief, following points are required to be kept in mind

while recording different transactions in the ‘Sales

Book’:

1) Transactions pertaining to all the sales are not
recorded in Sales Book; :

2) Goods sold on ‘Cash Basis’ are not recorded in
Sales Book;

3) Only the transactions related to credit sale of the
goods, with which the business organisation deals,
need to be recorded in the Sales Book;

4) Transactions related to the credit sales of assets
other than the goods, with which the business
organisation deals, are not recorded in ‘Sales
Book’.

Proforma
A simple form of ‘Sales Book’ proforma is shown
below:

Sales Book
Date Name of Invoice | L. | Details | Amount
Customers No. F.| 2P| 2 P.
(Account to
be Debited)
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Example 35: Record the transactions given below in

sales book of Deepak & Co.
Date Particulars

2021

May 5 Sales made to Jain & sons, Mumbai
12 dozens pen @ 220 per dozen
15 dozens pencil @ 50 per dozen

May 15 | Sales made to Ali, New Delhi
50 dozens of whitener bottles @ 10 per bottle
50 dozens of steel scale @ %20 per dozen
Less: 5% Trade Discount

May 18 | Sales of Jjournal & magazines 500

May 22 | Sold goods to Roy, Ghaziabad
20 rims of paper @ 2100 per rim
Less: Trade Discount @ 20%

May 26 | Sold on cash to Babar, ludhiana
20 dozen of pens @ %120 per dozen

May 30 | Sold to Gupta Bros., New Delhi
10 dozen of pencils @ 220 per dozen
Less: Trade Discount @ 5%

May 31 | Sales of furniture to Sweta for 2000

Solution: Sales Book/Sales Journal

Date Name of Customers Invoice | L. |Details| Amount
(Account to be Debited) | No. F.| ® ®

2021 (Sold to Jain & Sons,

May |Mumbai 240
=) 12 dozens pen @ %20 per 750 990
doz.
15 dozens pencils @ Z50
per doz.
May |Ali, New Delhi
15 50 dozens of whitener 500
bottles @ Z10 per bottle 1,000 i
50 dozens steel scale @ 1,500
%20 per doz. 75| 1,425
Less: Trade Discount
@5%

May |Roy, Ghaziabad

22 |20 rims of paper @ %100 2,000
per rim 400( 1,600
Less: Trade Discount @

L 20%

May (Gupta Bros., New Delhi

30 |10 dozens pencils @ %20 200
per doz. : 10 190
Less: Trade Discount @ 5%

;vllay Sales A/c Cr. 208

Working Notes:

1) Journal and magazines sold on 18 May will not be
recorded in sales book as the firm is not trading in this
product and secondly, the same is made on cash basis.

2) Cash sales that are made on 26 May are recorded in
the cash book and not in the sales book.

2.10.3. Purchases Return Book or

Returns Outward Book

Transactions pertaining to the return of goods purcha’sed
on credit are recorded in the ‘Purchases Return Book’ or
‘Return Outward Book’. This is called return outward

:
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because goods brought inside the business at the time of

purchases are being sent outside the business to supplier.

There may be a number of reasons for returning the goods,

some of which are as follows:

1) The goods supplied may be defective or of lower
quality;

2) Delay in the supply of goods;

3) The terms and conditions governing the supply of
goods (as per the agreement) might not have been
fulfilled;

4) Goods may not be as per the specification or
according to the ‘Sample’;

S) Goods are spoilt during transportation;

6) Goods supplied happen to be more than what was
ordered.

‘Purchases Return Book’ is maintained in a manner
similar to that of ‘Purchases Book’. It contains the
name of the suppliers to whom goods have been
returned, details of the goods returned, discount allowed
by the suppliers at the time of supplying goods, etc.

Source of Recording
The entries in the purchase returns book are usually on
the basis of debit notes issued to the suppliers.

Note: At the time of returning the goods, the buyer is
required to prepare a ‘Debit Note’, which is sent to the
supplier along with the goods returned. The ‘Debit Note’
is serially numbered and contain details like ‘Date of
Return of Goods’, ‘Name of the Supplier of the Goods’, to
whom the ‘goods are being returned’, etc.

Proforma

The proforma of ‘Purchase Returns Book’ in a simple
form is shown below:

Purchase Returns Book

Name of Debit Note | L. | Details Amount
Suppliers T| P
(Account to be

Example 36:;
return book:
Aein b

Date P
2020
Dec. 4

Record the following in the purchase

articulars

Returns made to Sahil Jain 200 defective boxes @
%50 per box. Debit note no. 112/2

Alim gave an allowance of 2,000 for retaining the
defective goods. Sent him a debit note no. 113/2

Dispatched a debit note no. 114/2 for 500 to Tarun,
who overcharged in the invoice.

Dec. 13

Dec. 15

Solution: Purchase Return Book
(In the books of ... ... )
Date Name of

Debit|L.] Details| Amount| Remarks |
Suppliers | Note |F. R®) ®)

(Account to be | No.
Debited)

2020
Dec. 4 |Sahil Jain
200 defective|112/2
boxes@ ¥ 350
per case

10,000 Defective
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Dec. |Alim
13 |Allowance 113/2 2,000 Damaged
granted for
retaining
damaged goods
Dec. |Tarun
15 |Adjustment of|114/2 500 | 12,500 |Overcharged
overcharged
amount
Dec. |Purchases 12,500
I_ﬂ Return A/c Cr.

B T R RN EERRR BRI
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Proforma
The proforma of ‘Sales Returns Book’ in a simple form
is given below:

Sales Returns Book

Date Name of Credit | L. | Details | Amount
Customers Note F. | 2 P.| T P.
(Account to No.
be Credited)

2.10.4. Sales Return Book or Returns
Inward Book

Transactions pertaining to the return of goods sold on

credit are recorded in the ‘Sales Return Book® or

‘Returns Inward Book/Journals’. The transactions

related to return of goods sold on ‘Cash Basis’, and

return of an asset other than the goods, with which the
business organisation deals, are not recorded in the

‘Sales Return Book’. There may be a number of reasons

for returning the goods, some of which are as follows:

1) The goods supplied may be defective or of lower
quality,

2) Delay in the supply of goods,

3) The terms and conditions governing the supply
of goods (as per the agreement) might not have
been fulfilled,

4) Goods may not be as per the specification or
according to the ‘sample’,

5) Goods are spoilt during transportation, and

6) Goods supplied happen to be more than what
was ordered.

Source of Recording o

The basis of recording various entries in the ‘Sales
Return Book’ is the ‘Credit Notes’ issued to the
customers.

Note: The seller prepares a ‘Credit Note’, which is
serially numbered. Such note includes details like:

1) The date of return of merchandise,
2) The name of the customer

merchandise, '

3) Details of merchandise received back,
4) The amount of such goods, and

5) Discount allowed, if any.

returning  the

2.10.5. Bills Receivable Book

Example 37: Record following transactions in the sales
return book:

Date Particulars
2021
April | Returns made by Sham Sunder 10 shawls @ 500 per

7 pc for inferior quality through credit note no. 115/1

April | Supreme Tailors returned 4 shirts @ 1000 per shirt

9 as the same was not as per their order. Credit note
no. 116/1

April | Tripura Bhandar returned 10 silk sarees @ 1000 each

22 for being defective. Credit note no. 117/1

April | Returns made by Sumit Textiles, 10 trousers @ 500
30 each being out of size. Credit note no. 118/1

Sales Return Book
(In the books of........... )

Solution:

Date Credit | L. |Details| Amount
Note [F.[ (%) )

No.

Name of
Customers
(Account to
be Debited)

Remarks

2021
April |Sham

7 |Sunder
10 shawls @
500 each
April Supreme

9 |[Tailors
4 shirts @
1,000 each
April | Tripura

22 |Bhandar
10 silk sarees
@ T1,000
each
April [Sumit

30 |Textiles
10 trousers @
500
April [Sales Return

30 |Alc Dr.

Due to
inferior
quality

115/1 5,000

116/1 4,000 Not as per

the order

117/1 10,000

Defective

118/1 5,000 | 24,000 | Being out

of size

24,000 |

‘Bills Receivable Book’ contain the transactions pertaining to the bills provided by a trader, accepted by its customer
and thereafter returned back to the trader (after duly accepted). This subsidiary book is also referred to as ‘Bills

Receivable Journal’.

Proforma
The proforma of ‘Bills

STNT). Date?l" From whom Drawer|Acceptor
Receipt| Received Payable

Receivable Book’ in a simple form is shown below:
Bills Receivable Book
Where

Bill

Date of Term| Due
Date

L.F.

z/Remarks|
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2.10.6. Bills Payable Book ' ' .

‘Bills Payable Book’ contains the transactions pertaining to the bills raised by other parties (suppliers), accepted by
the trader and thereafter returned back to them (by whom they were raised) after having duly accepted by the trader.
This subsidiary book is also referred to as ‘Bills Payable Journal'.

Proforma
The proforma of ‘Bills Payable Book’ in a simple form is shown below:
Bills Payable Bank :
S. No, Date of | To whom Drawer Payee | Where |Term of Due Date| L.F.|Z |Payment Date C.B. Folio| Remarks
Bill given Payable| Bill s

Example 38: Use following information for preparing 2 11.2. Short Answer Type Questions

Bills Receivable and Payable book: 1) What are the rules of debit and credit relating to varioys
- types of accounts?
Date Particulars 2) In what ways ledger will be beneficial to businessman?
2021 3) Whatis the difference between journal and ledger?
July 2 Received acceptance from Dheeraj for 10,000 4) Discuss the methods of trial balance.,
payable over 2 months. 5) Distinguish between trial balance and balance sheet.
July 21 |Gave acceptance to Sumit for 25,000 payable after 6) Differentiate between trade discount and cash discount.
2 months. 7) What is Contra Entry? Give examples.
July 30 |Received acceptance from Hari for 32,000 _ .
payable after 60 days. 2.11.3. Long Answer Type Questions
Aug.6  (Satish’s bill for 32,000 which is payable after 3 1) Explain the steps involved in the accounting cycle,
months duly accepted. 2) Discuss the traditional classification of accounts including
Aug. 12 |Received acceptance from Sohan against a bill for with the rules of journalising.
£1,000. 3)  What are the objectives and limitations of trial balance?
4) Explain any six user of accounting information.
_ Solution: 5) What is cash ‘book? ‘Explain” the different types of cash
' : g books.
Bills Receivable Book
6) Elaborate the different bsidi !
Date From | Termof | Due |L.F., ¥ |Remark ) naie e eicrent fypes ofin Sy el
# whom Bill | Date
Received 2.11.4. Practical Questions
2021 2021 Journal
July2 |Dheeraj |2 months Sep. 5 10,000 1) tl:zsss igtqmal entries in the books of Mr. X for the following
. N 10NS:
July 30 [Hari 60 days | Oct. 1 2,000 Date Particulars ‘?T
Aug. 12 |Sohan 1 month |Sep. 15 1,000 2021
13,000 July I | Commenced business with capital 4,00,000
July 10 | Bought office stationery for %30,000 by
| Bills Payable Book gﬁggﬂg %20,000 cash and 10,000 on
F Date w’:l"o Tell;l:ll]l of Il:.)ute LF.| 2 Remark July 15 Bought furniture for office use, 1,00,000
b om i ate July 20 | Invoice sent to customer for the service 40,000
iven July 25 | Service given to customer
2021 2021 July 28 | Cash withdrawal for business purpose.
July 21 [Sumit |2 months Sep. 24 5,000 e v
Aug. 6 |Satish |3 months Nov. 9 2,000 2) Journalise the following  transactions in books of
7,000 Mr. Ashok:
Date Particulars i
2021
June 2 |Goods purchased 4,000
June 10 |Received an order of 50% goods of Total
2.11.1. Very ShOI’t AHSWEI’ Ty pe order from Govind
Questlons June 14 [Goods sent to Govind as per received order (2,600
1) What do you mean by accounting cycle? June 18 |Received order for balance 50% of the total
2) What is journalising? goods
3) What do you mean by led_ger? June 24 | Cash received by supplying the goods 2,400
4) What is accounting equa.uon' conccpt? June 26 (Payment made by Govind 700
5)  List the users of accounting information, June 28 [Salary paid to the staff zﬂ
6) Whatare subsidiary books? June 30 |Interest received 100




Accounting Cycle (Module 2)

3)  Joumnalise the following transactions in the books of M/s Shubhash.

Date Particulars i
2021
May 1 |Capital introduced in new business 2,00,000
May 4 |Bought Furniture for cash, 20,000
May 8 |Bought goods at a trade discount of 10% 7,500
from Mr. Kapoor.
May 10 |Purchase Return to Mr. Kapoor. 500
May 18 | Payment cleared to Mr. Kapoor. 6,250
May 20 | Sales of goods to Mr. Ram. 5,000
May 24 |Sales return from Mr. Ram 1,000
May 26 |On account of full settlement Mr. Ram 3,900
made payment
May 26 | Received an order of goods from Mr. Harsh 5,000
and the payment was made in advance
May 27 |Goods supplied to Mr. Harsh for advance
order given by him. J
Ledger
4) Journal the following transactions and prepare their

respective ledgers.

Date Transactions Amount
Jan. 1 | Started Business with Cash 50,000
3 | Sold Goods to Rohan 40,000

7 | Goods Purchased from Sohan 20,000

20 | Paid Rent 5,000

25 | Commission Received 2,000

30 | Machinery Purchased 10,000

5) Joumalise the following transactions in the books of Mr.
Ravi. You are required to post all the following transactions
and need to balance the accounts opened in the ledger.

55
Purchase Returns 3,200
Trade Expenses 1,800
Wages 30,000
Interest on Loan 3,200
Salaries 6,000
Power 7,200
Discount Received 1,200

[Ans: Total of Trial Balance ¥7,46,400]

7) Prepare a Trial Balance from the following as on 31

March, 2021:

Particulars T | Particulars | % |
Purchases 2,80,0001 Sales 4,00,000
Opening Stock 2,40,000 | Sales Return 32,000
Expenses 32,000|Cash 40,000
Purchases Return 16,000 | Outstanding 16,000

Expenses
Bank Overdraft 2,00,000 | Debtors 2,24.,000
Carriage Inward 16,000 | Building and| 4,00,000
Machinery
Creditors 48,000 | Carriage Outward 24,000
Commission 40,000 | Reserve fund 1,20,000
Received
Capital 4,48,000 | Salaries 1,00,000
Investment 40,000 | Interest Received 40,000
Bank Loan 1,00,000 | Other Receipts 2,000
Stationery 1,000 | General Expenses 1,000

[Ans: Total of Trial Balance ¥1,43,000]

Date - Particulars T |
2021
June 2 |Commenced business with Cash 35,000
June 7 |Deposited into bank 25,000
June 8 |Cash purchase from Mr. Krishna 2,500
June 10 |Goods purchased from Mr.Shiv on credit 3,000
June 12 [Mr. Shiv admitted for returning goods 500
June 13 |Cash Sales to Mr. Arun 3,000
June 15 |Sale of goods to Mr. Brij 3,000
June 17 |Purchase return from Mr. Brij 500
June 19 |Drawing made for personal expense 2,500
June 20 |Payment given to Mr. Shiv by cheque for 2,400
settlement of his account ’
June 21 |Received a cheque from Mr. Brij for 2,450
settlement of his account
June 24 |Withdraw cash from Bank for Office use 5,000
June 25 |Drawing made 2,500
June 26 |Salary paid to employee 5,000
June 30 |Issued a Cheque for 71,500 in Favour of
Mr. Deva towards Rent for June
| June 30 |Drawing of goods for personal purpose 500
Trial Balance _
6) Prepare the Trial Balance from following information:
| Particulars g Particulars T
Land and Building 1,20,000 | Drawings 8,000
Plant and 1,60,000 | Insurance 1,600
Machinery Premium
Office Table 8,000| Sundry Creditors 62,000
Office Laptop 16,000 Sales 4,40,000
Debtors 68,000 | Capital 1,60,000
Purchases 2,00,000 | Discount Allowed 800
Loan on Mortgage 80,000 | Carriage Outward 1,800
Cash at Bank 68,000 | Opening Stock 32,600
Cash in Hand 1,200 | Rent and Rates 4,800
Bad Debts 3,400

8) From the following balances extracted from the books of a
trader, prepare Trial Balance as on 31* March, 2021.
Particulars z Particulars I
Cash in Hand 8,400 | Purchases 1,50,000
Cash at Bank 33,600 | Carriage Inward 5,400
Bills Receivable 36,000 | Advertisement 4.800
Bills Payable 32,000 | Salaries 24,000
Sundry Creditors 64,800 | Insurance 3,200
Sundry Debtors 49,200 | Plant 15,000
Capital 1,00,000 | Opening Stock 37,200
Drawings 36,000 | Office Expense 4,000
Sales | 2,10,000[
[Ans: Total of Trial Balance 34,06,800]
9) Re-draft the following incorrect Trial Balance of Sohil and Co.:
Particulars \ Dr. ' Particulars Cr. J
® ®
Drawings 10,000 |Capital 40,000
Purchases 20,000 |Sales 50,000
Purchase Return 2,000 |Sales Return 4,000
Wages 6,000 |Discount on Sales 2,000
Discount on 1,000 |Investments 16,000
Purchases
Closing Stock 14,000 |Carriage Outwards 1,000
Bills Payable 2,000 {Income Tax 2,000
Carriage Inwards 2,000 | Trademark 2,000
Loan Taken 8,000 |Bills Receivable 6,000
Cash 1,000
Machinery 12,000
General Reserve 2,000
Salary 66,000
Provision for Bad 1,000
Debts
Goodwill 22.000
11,23,000

[Ans: Total of Trial Balance ¥1,16,000]

1,23,000
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the given ahead:
Cash Book 13) Prepare a three column C;l)sr:-tli;:u(;:rt: R
a
10) Pl'epare. a double columnar cash book from the following Date : 0.000
gansactlons of Shri P. Verma: 1 Casg fn gmizll’%o’ 000
ate : 2 |Cashin Ban DU
[ 2027 —Dorticulars ¢ 3 |Cash sales deposited in Bank ?6’0‘;)1?&:1 Bl 29,060
April 1 | Cash in Hand 4,000 5 |fmoinigepesiiss by afcus?ttl);;ngz)o ’ o
April4 | Bought good : 3 :|Sald goods toRakheja for s LB,AP0.
April 10 Wagges Pg:ig S 4’0(3)8 6 |Deposited cash for opening a fixed (:::‘p;)s:t;;c(%g‘ i
April 14 | Sold goods on cash 12,000 8 |Received a cheque from Jagannath for ¥3,000.
April 18 | Received cash from Mr. Sohan and 3,960 9  |Discount allowed T200. gl
Discount Allowed 40 10 |Faid o Vinadly cheque <2, 000
April 20 | Cash Paid to Mr. Mohit 4,940 11 |Goods returned by Rakheja ¥3,000.
and Discount Received 60 12 |Interest allowed by Bank 36,000. is dish d
April 27 | Payment given to Mr. Ram 800 13 |Cheque received from Ji;gﬁ""a;:h s ishonoured. Bank
. dishonour of the cheque.
April 28 | Cash purchase 4,140 charges ¥10 for )
Find out the total discount allowed and received o I el L1 TS et 1,
- and received. 15 |Received a cheque from Rakheja for ¥14,000 in full and fing
[Ans: Cash Balance (closing) 26,000, Discount Total (Dr.) settlement of his account. ) ]
%40, (Cr.) %60] 18 |Withdrew from Bank for paying medical expenses of the
11) Record the following transactions in the three column cash book: owner of ¥6,000. e
Date [ — X 19 |Rakheja cheque deposited in bank. _
“Jop1 | Particulars _ 20 |Purchased building and payment made by checque 22.00,000
Jan 1 |Cash in Hand 1,000 21 |Bad debts recovered ¥2,000. -
Cash at Bank 24,000 25 |An insolvent debtor pays 40% of 210,000 d“e%
Jan 2 | Additional Capital introduced 24,000 Subsidiary Book
Jan 5 |Deposited im9 Bank 16,000 14) Record the following information in proper subsidiary
Jan 8 P;ymenl received from Mr. Ram 1,780 books, post them to ledger and extract a balance:
Discount Allowed .. 10 Balance Sheet as at 1% March, 2021
Jan 12 | Payment given to Mr. Gautam " 2,400 iabiliti
: . 4 Liabilities ke
Discount Received 60 Credit
Jan 15 | Cash Purchase 1,400 g
% X & Co. 15,000
Jan 17 | Cash Sales 2,000 Y &C 45,000
Jan 18 | Bought Furniture by Cheque 3,000 e 40,000
Jan 19 |Received a Crossed Cheque of %430 from Coal-l 1 2 20’000
Mr. Sohail in Full Settlement of 2480 —*apna\—\——\”——
Jan 22 | Paid Commission by Cheque 300 ‘*\%—““——g—\_ﬁm
Jan 25 | Drawing made 600 m ) LS
Jan 26 | Paid to Mr. Kapoor by Cheque 1,400 Cash 25,000
Discount Received 40 Bank 75,000
Jan 27 | Drawing made 600 Debtors:
Jan 29 |Received Dividend by an Order Cheque. 60 A & Co. 20,000
Deposited in the Bank on the Same Day B & Co. 50,()00
Jan 30 | Paid Telephone Bill 100 Stock 40,000
Jan 31 | Paid Manager’s Salary 700 Furniture 10'000
Jan 31 |Paid Rent 400 Buildin 1.00.000
Jan 31 |Paid Wages 300 5—\&\% 3;20'000
[Ans: Discount (Dr.) 30, (Cr) %100: Cash Balance 15) Record the follamny o 220000 | .
¥10,280; Bank Balance ¥7,820] ) boolcc); pctlsl:3 thfe.:c;g(;: ;n(gi e on I e b
12) From the following particulars of Shri B, Chakroborty Trans;ctions duri ;1 oath f a8 alancr,
prepare a Cash Book with Cash and Bank column for the 271G d - nn_g © month of March, 2021:
month of October, 2021: - l(;)‘;: tia(:ii tcliliescl(l;tn?nce of ¥10.000 purchased i Zm
2021 . 5 y .
October Particulars 4 i:su‘;z‘rin :m‘?heque of X14,000 in favour of X & Co. in final
1 Balance in Hand 40,000 8 |Received %10 000
Balance at Bank 1,00,000 in final settlen’mnt FAsh A cheque of ¥35.000 from B & Co.
3 Deposited cash into bank 10,000 10|A & Co. declaréd inso] i
4 Withdrew cash from bank 30,000 received from thejr estate. YN and a final dividend of 60%
14 II\EI;:c:lj,li)ve._cl a cheque from Mr. Debashish| 10,000 :g i‘ﬂd goleds or;] credit to C & Co. 725,000,
ukherjee ccelved a cheque of 325,000 from C
16 The above cheque was deposited into - i C‘;nk- % Con Mgl
bk cque received from C & Co. returned gj h Bank
19 Withdrew cash from bank for office use 10,000 19 cha:ge.s *10, e
25 Deposited all cash in excess of ¥50,000 - 20 l[)):p?lsxted ,?30*000 in bank.
into the bank 25 [Received a ec MRS by cheque 21,00,000,
30 Cashed for Mr. Ganeshan and deposited 5,000 cheque a.n::ll tr;g 2;:13?2(? and Co. to deposit the dishonoured
st barik 27 |Paid i €posited again,
31 | Withdrew all cash from bank in excess of . e depraoraa €1.000 and salares 25 0,

31 8¢ depreciation on fiyp;
Z60,000 S P L[ Closing stock revealed by ph sxglarle st:csl?omk?::??gg Ozl(;ﬂdmg -

———
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