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CHAPTER 1
Accounting Principles and Concepts

Meaning and Scope of Accounting

Accounting is the language of business. The main objectives of Accounting is to safeguard the
interests of the business, its proprietors and others connected with the business transactions. This is done
by providing suitable information to the owners, creditors, shareholders, Government, financial institutions
and other related agencies.

Definition of Accounting

The American Accounting Association defines accounting as *“the process of identifying, measuring
and communicating economic information to permit informed judgements and decisions by the users of the
information.”

According to AICPA (American Institute of Certified Public Accountants) it is defined as “the art of
recording, classifying and summarizing in a significant manner and in terms of money, transactions and events
which are in part at least of a financial character and interpreting the result thereof.”

Steps of Accounting
The following are the important steps to be adopted in the accounting process:

(1) Recording: Recording all the transactions in subsidiary books for purpose of future record or
reference. It is referred to as “Journal.”

(2) Classifying: All recorded transactions in subsidiary books are classified and posted to the main
book of accounts. It is known as “Ledger.”

(3) Summarizing: All recorded transactions in main books will be summarized for the preparation
of Trail Balance, Profit and Loss Account and Balance Sheet.

(4) Interpreting: Interpreting refers to the explanation of the meaning and significance of the result
of finanal accounts and balance sheet so that parties concerned with business can determine the
future earnings, ability to pay interest, liquidity and profitability of a sound dividend policy.
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Funections of Accounting
From the definition and analysis of the above the main functions of accounting can be summarized as:
(1) Keeping systematic record of business transactions.
(2) Protecting properties of the business.
(3) Communicating the results to various parties interested in or connected with the business.
(4) Meeting legal requirements.
Objectives of Accounting

(1) Providing suitable information with an aim of safeguarding the interest of the business and its
proprietors and others connected with it.

(2) To emphasis on the ascertainment and exhibition of profits earned or losses incurred in the
business.

(3) To ascertain the financial position of the business as a whole.

(4) To ensure accounts are prepared according to some accepted accounting concepts and
conventions.

(5) To comply with the requirements of the Companies Act, Income Tax Act, etc.
Definition of Bookkeeping

Bookkeeping may be defined as “the art of recording the business transactions in the books of
accounts in a systematic manner.” A person who is responsible for and who maintains and keeps a record
of the business transactions is known as Bookkeeper. His work is primarily clerical in nature.

On the other hand, Accounting is primarily concerned with the recording, classifying, summarizing,
interpreting the financial data and communicating the information disclosed by the accounting records to
those persons interested in the accounting information relating to the business.

Limitations of Accounting

(1) Accounting provides only limited information because it reveals the profitability of the concern
as a whole.

(2) Accounting considers only those transactions which can be measured in terms of money or
quantitatively expressed. Qualitative information is not taken into account.

(3) Accounting provides limited information to the management.

(4) Accounting is only historical in nature. It provides only a post mortem record of business
transactions.

Branches of Accounting

The main function of accounting is to provide the required informations for different parties who are
interested in the welfare of that enterprise concerned. In order to serve the needs of management and outsiders
various new branches of accounting have been developed. The following are the main branches of accounting:

(1) Financial Accounting.
(2) Cost Accounting.

(3) Management Accounting.
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Financial Accounting: Financial Accounting is prepared to determine profitability and finan-

cial position of a concern for a specific period of time.

Cost Accounting: Cost Accounting is the formal accounting system setup for recording costs. It

is a systematic procedure for determining the unit cost of output produced or service rendered.

Management Accounting: Management Accounting is concerned with presentation of accounting

information to the management for effective decision making and control.

Accounting Principles

Various accounting systems and techniques are designed to meet the needs of the management. The

information should be recorded and presented in such a way that management is able to arrive at right
conclusions. The ultimate aim of the management is to increase profitability and losses.

In order to

achieve the objectives of the concern as a whole, it is essential to prepare the accounting statements in

accordance with the generally accepted principles and procedures.

The term principles refers to the rule of action or conduct to be applied in accounting. Accounting
principles may be defined as “those rules of conduct or procedure which are adopted by the accountants

universally, while recording the accounting transactions.”

The accounting principles can be classified into two categories:

L
IL

Accounting Concepts.

Accounting Conventions.

I. Accounting Concepts

Accounting concepts mean and include necessary assumptions or postulates or ideas which are used
to accounting practice and preparation of financial statements. The following are the important accounting

concepts:
¢y
)]
3
C))
5)
(6)
@)
(®)
9
(10)

Entity Concept;

Dual Aspect Concept;
Accounting Period Concept;
Going Concern Concept;

Cost Concept;

Money Measurement Concept;
Matching Concept;
Realization Concept;

Accrual Concept;

Rupee Value Concept.

IL. Accounting Conventions

Accounting Convention implies that those customs, methods and practices to be followed as a guideline

for preparation of accounting statements. The accounting conventions can be classified as follows:

M
2

Convention of Disclosure.

Convention of Conservatism.
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(3) Convention of Consistency.
(4) Convention of Materiality.
The following table summarizes classifications of Accounting Principles:

Accounting Principles

Accounting Concept Accounting Conventions
(1) Entity Concept (1) Convention of Disclosure
(2) Dual Aspect Concept (2) Convention of Conservatism
(3) Accounting Period Concept (3) Convention of Consistency
(4) Going Concern Concept (4) Convention of Materiality

(5) Cost Concept

(6) Money Measurement Concept
(7) Matching Concept

(8) Realization Concept

(9) Accrual Concept

(10) Rupee Value Concept

The classification of accounting concepts and conventions can be explained in the following pages.
I. Accounting Concepts

(1) Entity Concept: Separate entity concept implies that business unit or a company is a body
corporate and having a separate legal entity distinct from its proprietors. The proprietors or members are not
liable for the acts of the company. But in the case of the partnership business or sole trader business no
separate legal entity from its proprietors. Here proprietors or members are liable for the acts of the firm. As
per the separate entity concept of accounting it applies to all forms of business to determine the scope of what
is to be recorded or what is to be excluded from the business books. For example, if the proprietor of the
business invests Rs.50,000 in his business, it is deemed that the proprietor has given that much amount to
the business as loan which will be shown as a liability for the business. On withdrawal of any amount it will
be debited in cash account and credited in proprietor’s capital account. In conclusion, this separate entity
concept applies much larger in body corporate sectors than sole traders and partnership firms.

(2) Dual Aspect Concept: According to this concept, every business transaction involves two
aspects, namely, for every receiving of benefit and, there is a corresponding giving of benefit. The dual
aspect concept is the basis of the double entry book keeping. Accordingly for every debit there is an equal
and corresponding credit. The accounting equation of the dual aspect concept is:

Capital + Liabilities = Assets
(or)
Assets = Equities (Capital)

The term Capital refers to funds provide by the proprietor of the business concern. On the other hand,
the term liability denotes the funds provided by the creditors and debenture holders against the assets of
the business. The term assets represents the resources owned by the business. For example, Mr.Thomas
Starts business with cash of Rs.1,00,000 and building of Rs.5,00,000, then this fact is recorded at two
places ; Assets Accounts and Capital Account. In other words, the business acquires assets of Rs.6,00,000
which is equal to the proprietor’s capital in the form of cash of Rs.1,00,000 and building worth of
Rs.5,00,000. The above relationship can be shown in the form of accounting equation:

Capital + Liabilities = Assets
Rs.1,00,000 + Rs.5,00,000 Rs.6,00,000
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(3) Accounting Period Concept: According to this concept, income or loss of a business can be
analysed and determined on the basis of suitable accounting period instead of wait for a long period, i.e.,
until it is liquidated. Being a business in continuous affairs for an indefinite period of time, the proprietors,
- the shareholders and outsiders want to know the financial position of the concern, periodically. Thus, the
accounting period is normally adopted for one year. At the end of the each accounting period an income
statement and balance sheet are prepared. This concept is simply intended for a periodical ascertainment
and reporting the true and fair financial position of the concern as a whole.

(4) Going Concern Concept: It is otherwise known as Continue of Activity Concept. This concept
assumes that business concern will continue for a long period to exit. In other words, under this
assumption, the enterprise is normally viewed as a going concern and it is not likely to be liquidated in the
near future. This assumption implies that while valuing the assets of the business on the basis of
productivity and not on the basis of their realizable value or the present market value, at cost less
depreciation till date for the purpose of balance sheet. It is useful in valuation of assets and liabilities,
depreciation of fixed assets and treatment of prepaid expenses.

(5) Cost Concept: This concept is based on “Going Concern Concept.” Cost Concept implies that
assets acquired are recorded in the accounting books at the cost or price paid to acquire it. And this cost is
the basis for subsequent accounting for the asset. For accounting purpose the market value of assets are
not taken into account either for valuation or charging depreciation of such assets. Cost Concept has the
advantage of bringing objectivity in the preparation and presentation of financial statements., In the
absence of cost concept, figures shown in accounting records would be subjective and questionable. But
due to inflationary tendencies, the preparation of financial statements on the basis of cost concept has
become irrelevant for judging the true financial position of the business.

(6) Money Measurement Concept: According to this concept, accounting transactions are measured,
expressed and recorded in terms of money. This concept excludes those transactions or events which
cannot be expressed in terms of money. For example, factors such as the skill of the supervisor, product
policies, planning, employer-employee relationship cannot be recorded in accounts in spite of their
importance to the business. This makes the financial statements incomplete.

(7) Matching Concept: Matching Concept is closely related to accounting period concept. The chief
aim of the business concern is to ascertain the profit periodically. To measure the profit for a particular
period it is essential to match accurately the costs associated with the revenue. Thus, matching of costs and
revenues related to a particular period is called as Matching Concept.

(8) Realization Concept: Realization Concept is otherwise known as Revenue Recognition Concept.
According to this concept, revenue is the gross inflow of cash, receivables or other considerations arising
in the course of an enterprise from the sale of goods or rendering of services from the holding of assets. If
no sale takes place, no revenue is considered. However, there are certain exceptlons to this concept.
Examples, Hire Purchase / Sale, Contract Accounts etc.

(9) Accrual Concept: Accrual Concept is closely related to Matching Concept. According to this
concept, revenue recognition depends on its realization and not accrual receipt. Likewise cost are
recognized when they are incurred and not when paid. The accrual concept ensures that the profit or loss
shown is on the basis of full fact relating to all expenses and incomes.

(10) Rupee Value Concept: This concept assumes that the value of rupee is constant. In fact, due to
inflationary pressures, the value of rupee will be declining. Under this situations financial statements are
prepared on the basis of historical costs not considering the declining value of rupee. Similarly depreciation
is also charged on the basis of cost price. Thus, this concept results in underestimation of depreciation and
overestimation of assets in the balance sheet and hence will not reflect the true position of the business.
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II. Accounting Conventions

(1) Convention of Disclosure: The disclosure of all material information is one of the important
accounting conventions. According to this conventions all accounting statements should be honestly
prepared and all facts and figures must be disclosed therein. The disclosure of financial informations are
required for different parties who are interested in the welfare of that enterprise. The Companies Act lays
down the forms of Profit and Loss Account and Balance Sheet. Thus convention of disclosure is required
to be kept as per the requirement of the Companies Act and Income Tax Act.

(2) Convention of Conservatism: This convention is closely related to the policy of playing safe.
This principle is often described as “anticipate no profit, and provide for all possible losses.” Thus, this
convention emphasise that uncertainties and risks inherent in business transactions should be given proper
consideration. For example, under this convention inventory is valued at cost price or market price
whichever is lower. Similarly, bad and doubtful debts is made in the books before ascertaining the profit.

(3) Convention of Consistency: The Convention of Consistency implies that accounting policies,
procedures and methods should remain unchanged for preparation of financial statements from one period
to another. Under this convention alternative improved accounting policies are also equally acceptable. In
order to measure the operational efficiency of a concern, this convention allows a meaningful comparison
in the performance of different period.

(4) Convention of Materiality: According to Kohler’s Dictionary of Accountants Materiality may
be defined as “the characteristic attaching to a statement fact, or item whereby its disclosure or method of
giving it expression would be likely to influence the judgment of a reasonable person.” According to this
convention consideration is given to all material events, insignificant details are ignored while preparing
the profit and loss account and balance sheet. The evaluation and decision of material or immaterial
depends upon the circumstances and lies at the discretion of the Accountant.

QUESTIONS

Define Accounting.
Explain nature and scope of accounting.
What are the important functions of accounting?
What are the objectives of accounting?
Define bookkeeping.
Briefly explain the basic accounting concept and conventions.
What are the important classification of accounting concepts? Explain them briefly.
Write short notes on :
(a) Convention of Disclosure.
(b) Convention of Conservatism,
(c) Convention of Consistency.
9.  What do you understand by Dual Aspect Concept?
10.  Explain Going Concern Concept.
11.  Write short notes on:
(a) Cost Concept.
(b) Money Measurement Concept.
(c) Accounting Period Concept.
12.  What are the limitations of Accounting?
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CHAPTER 2
Double Entry System of Accounting

System of Accounting
The following are the main system of accounting for recording the business transactions:

(a) Cash System of Accounting,
(b) Mercantile or Accrual System of Accounting.
(c) Mixed System of Accounting.

(a) Cash System of Accounting: Under this system, only actual cash receipts and cash payments are
recorded. No credit transaction is made for a payment or receipt until cash is actually received or paid. This
system usually adopted by the Government Organizations and Financial Institutions. The non-trading
concerns are preparing Receipts and Payment Accounts based on the Cash Systems Accounting.

(b) Mercantile or Accrual System of Accounting: Under this system, all business transactions are
recorded in the books of accounts for a particular period inclusive of cash receipts and cash payments or
any amount having become due for payment or receipt. In other words, both cash transactions and credit
transactions are recorded in the books of accounts.

(c) Mixed System of Accounting: This system is applicable only where a concern adopting
combination of Cash System and Mercantile System. Under Mixed System of Accounting, some records
are made under cash system whereas others are recorded under mercantile system.

Further, Accounting records can be prepared under any one of the following system:

1. Single Entry System.
2. Double Entry System.
(1) Single Entry System: Under this system, all transactions relating to a personal aspect are

recorded in the books of accounts but leaves all impersonal transactions. Single Entry System is based on
the Dual Aspect Concept and is incomplete and inaccurate.



A Textbook of Financial Cost and Management Accounting

(2) Double Entry System: This system was introduced by Iuco Pacioli, an Italian merchant during the
year 1494. According to this system, every transaction has two aspects. Both the aspects are recorded in the
books of accounts. Accordingly one is giving aspect and the other one is receiving aspect. Each aspect will be
recorded in one account and this method of writing every transactions in two accounts is known as Double
Entry System of bookkeeping. For example, Purchase of machinery for cash, in this transaction receiving
machinery is one aspect is said to be an account is debited and giving cash is another aspect is said to be an
account is credited with an equal amount. Thus, the basic principle of this system is that for every debit there
must be a corresponding and equal credit and for every credit there must be a corresponding and equal debit.

Advantages of Double Entry System

)]
2
3

4
)
6
M

This system provides information about the concern as a whole.
It is possible to evaluate the operational efficiency of the concern.

This system helps to ascertain the profit or loss by preparing profit and loss account and
balance sheet.

Accuracy of accounting records can be verified by preparing a Trail Balance.
This system helps to know the financial position of a concern for a particular period.
It provides information for meeting various legal requirements.

The values of assets and liabilities can be known at any time by preparing the balance sheet.

Factors Common to Every Business

In order to understanding the Double Entry System, it is essential to consider the following important
factors which are common to every business.

0]

@
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Every business has to enter into business transactions with a number of persons or firms. To
record the transactions dealing with whom, accounts are opened in the name of each person or
firm. Such accounts are known as Personal Accounts.

Every business must necessarily have certain assets such as buildings, stocks, cash etc. for
carrying on its activities. Therefore, an account of each asset is opened and such account is
known as Real or Property Accounts.

Every business earn incomes and gains in various sources and certain expenses and losses

- incurred to carry on its activities. Therefore, an account of each expense and income or gain is

opened in the books. Such accounts are known as Nominal or Factious Accounts.

Types of Accounts

In order to keep a complete record of all transactions in the business the following are the important
type of accounts, namely:

1. Personal Account

(a) Natural Person’s Accounts.
(b) Artificial Person’s Accounts.

(c) Representative Personal Accounts.
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11. Impersonal Accounts
(1) Real Accounts
(a) Tangible Real Accounts.
(b) Intangible Real Accounts.

(2) Nominal Accounts

The following chart gives more explanation about the types of accounts:

Types of Accounts

v
Personal Accounts Impersonal Accounts
+
v v v v v
Natural Artificial Representative Real Accounts Nominal Accounts
Person’s Person’s Personal !
Accounts Accounts Accounts v v
Tangible Real Intangible Real
Accounts Accounts

1. Personal Accounts

An account recording transactions of business deals with person or firms or company is known as
Personal Account. It takes the following forms:

(a) Natural Person’s Account: Natural Person’s Accounts are meant for recording transactions of
business deals with individual persons. For example, Thomas Account, Raman’s Account,
Nancy Account etc.

(b) Artificial Persons or Legal Bodies: An account recording financial transaction of business
deals with an artificial persons or legal bodies created by law or otherwise called an Artificial
Personal Account. For example, Firm’s Account, Limited Companies, Bank Account etc.

(¢c) Representative Personal Account: An account indirectly representing a person or persons is
known as a Representative Personal Account. All accounts recording financial transactions of
outstanding expenses and accrued or prepaid incomes are Representative Personal Account. For
example, Salaries Outstanding Account is a personal account representing salaries payable to
the staff.

I1. Real Accounts (or) Property Accounts

Real Account refers to an account recording financial transactions of business connected with assets
is known as Real Account or Property Accounts. The Real Accounts may be Tangible Real Account and
Intangible Real Account. Tangible Real Account refers to an account relates to an asset which can be
touched, felt and measured. For example, Building, Goods, Furniture, Machinery etc. On the other hand,
Intangible Real Account refers to an account which relates to an asset which cannot be touched and
measured physically. For example, Trade Mark, Goodwill, Patent, Copy Rights etc.

HI. Nominal Account

Nominal Accounts are recording transactions of business connected with expenses, incomes, profit or
losses etc. are known as Nominal Accounts. For example, Rent Account, Salaries Account, and Interest
Account, etc.
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According to Double Entry System of accounting every transaction of the business has two aspects.
The transaction should be recorded in the books of accounts according to the two aspects. The two aspects

are:

(1) Receiving Aspect otherwise known as Debit Aspect.

2

Giving Aspect otherwise known as Credit Aspect.

Thus, every transaction involves two aspects:

)
)

Debit Aspect.
Credit Aspect.

There are three different rules for making entries under Double Entry System in respect of Personal

Account, Real Account and Nominal Account.

(1) Personal Account:

(2) Real Account:

Debit the Receiver
Credit the Giver

Debit What comes in

Credit What goes out

(3) Nominal Account:

Debit all expenses and losses

Credit all incomes and gains

The rule of double entry are show in the following chart:

Accounts

Personal Account

L’—‘_‘.

Debit

Receiver

Credit

Giver

Hlustration: 1

Real Account

'

Debit

What comes in

Credit

What goes out

Nominal Account

l__{__l

Debit Credit
Expenses Gains
& Losses & Incomes

From the following transactions find out the nature of account and also state which account should be debited
and which account should be credited:

M
0]
(3
@
&)
6
0))
®)
9
(10)

Salary paid

Interest received

Machinery purchased for cash
Building sold

Outstanding salary

Received cash from Ramesh
Proprietor introduced capital
Dividend received
Commission paid

Furniture purchased for cash



Double Entry System of Accounting 11

Analysis of Transactions

Solutions:
Transactions Accounts Types of Accounts Rules of Debit and Credit
Involved
(1) Salaries Salary A/c Nominal Debit all expenses and losses
Cash A/c Real Credit what goes out
(2) Interest received Cash A/c Real Debit what comes in
Interest Alc Nominal Credit all incomes and gains
(3) Machinery Purchase Machinery A/c Real Debit what comes in
Cash A/c Real Credit what goes out
(4) Building Sold Cash Alc Real Debit what comes in
Building A/c Real Credit what goes out
(5) Outstanding Salary Salary A/c Nominal Debit all expenses and losses
Outstanding }
Salary A/c Personal Credit the giver
(6) Received cash
Cash from Remesh } Cash A/c Real Debit what comes in
Ramesh A/c Personal Credit the giver
(7) Capital introduced Cash A/c Real Debit what comes in
Capital Alc Personal Credit the giver
(8) Dividend received Cash Alc Real Debit what comes in
Dividend A/c Nominal Credit all incomes and gains
(9) Commission paid Commission A/c Nominal Debit all expenses and losses
Cash A/c Real Credit what goes out
(10)  Furniture purchased Furniture A/c Real Debit what comes in
Cash Alc Real Credit what goes out

Hlustration: 2

Classify the following under Personal, Real and Nominal accounts:

(1) Stock. (2) Loan. (3) Insurance. (4) Salary.
(5) Interest. (6) Bank. (7) Cash. (8) Capital.
(9) Prepaid Interest. (10) Salary QOutstanding. (11) Drawing. (12) Bank Overdraft.
(13) Salary Prepaid. (14) Fixtures. (15) Bills Receivable. (16) Machinery.
(17) Building. (18) Goodwill.
Solution:
(1) Stock = Real Account
(2) Loan = Personal Account
(3) Insurance Nominal Account
(4) Salary Nominal Account
(5) Interest Nominal Account
(6) Bank Personal Account
(7) Cash Real Account

Personal Account
Personal Account
Personal Account
Personal Account
Personal Account

(8) Capital

(9) Prepaid Interest
(10)  Salary Outstanding
(11)  Drawings
(12)  Bank Overdraft

| LI (T (| [ | A 1 O 1}
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(13)  Salary Prepaid = Personal Account
(14)  Fixtures = Real Account
(15)  Bills Receivable = Real Account
(16)  Machinery = Real Account
(17)  Building = Real Account
(18) Goodwill = Real Account
QUESTIONS
1. . What are the important system of accounting?
2. What do you understand by Double Entry System?
3. Explain the advantages of Double Entry System.
4.  Explain the three important types of accounts.
5. What do you understand by Accounting Rules?
6.  Write short notes on:
(a) Single Entry System
(b) Double Entry System
(¢) Personal Accounts
(d) Nominal Accounts
7. Classify the following under Personal Account, Real Account and Nominal Account:
(1) Cash Account. (2) Bank Account. (3) Capital Account. (4) Drawing Account. (5) Salaries Account. (6) Rent
Account (7) Inventory Account. (8) William Account. (9) Goodwill Account. (10) Commission Account.
[Ans : Personal Account - 2,3,4,8;
Real Account - 1,7,9;
Nominal Account -~ 5, 6, 10.]
8.  Which account is to be debited and credited in the following transactions?
(1) Cash from Ramesh
(2) Rent paid in cash
(3) Goods purchased by cash
(4) Salary paid by cheque
(5) Bought furniture from Prem on credit
(6) Received cash from Kumar
(7) Cash paid to Ramesh
(8) Goods sold to Ramesh
(9) Cash paid in to Bank
[Ans : (1) Debit Cash A/c and Credit Ramesh’s A/c (2) Debit Rent A/c and Credit Cash A/c (3) Debit Purchase A/c and
Credit Cash A/c (4) Debit Salary A/c and Credit Bank A/c (5) Debit furniture A/c and Credit Prem’s A/c (6) Debit Cash
A/c and Credit Kumar's A/c (7) Debit Ramesh A/c and Credit Cash A/c (9) Debit Bank A/c and Credit Cash A/c])
9. What accounts should be debited and credited in the following transactions?

(1) Goods sold for cash

(2) Goods sold to Siva on Credit

(3) Cash paid to Ramesh

(4) Cash paid in to Bank

(5) Goods purchased for cash

(6) Goods purchased from Ram on Credit

(7) Interest received on investment

(8) Drew cash from bank for office use

(9) Paid rent in cash

(10) Discount received on sales

(11) Received cash from Ramesh

(12) Started business with cash

[Ans : (1) Debit Cash A/c and Credit Sales A/c (2) Debit Siva's A/c and Credit Sales A/c (3) Debit Ramesh’s A/c and
Credit Cash A/c (4) Debit Bank’s A/c and Credit Cash A/c (5) Debit purchase A/c and Credit Cash A/c (6) Debit
purchase A/c and Credit Ram’s A/c (7) Debit cash Account and Bank’s A/c (9) Debit Rent A/c and Credit Cash A/c
(10) Debit Cash A/c and Credit Sales A/c (11) Debit Cash A/c and Credit Ramesh’s A/c (12) Debit Cash A/c and
Credit Capital A/c]

QoaQ



CHAPTER 3
Accounting Books and Records

The purpose of preparation of Trading, Profit and Loss Account and Balance Sheet to ascertain the
profit or loss made by business and to know the financial soundness of the concern as a whole. In order to
achieve the objectives of the firm, it is essential to maintain several books and records. The number of
books and records are maintained by an’enterprise for the evidence of the recording business transactions.
Cash Receipts, Invoice, Cash Memo, Cheque and other vouchers are the examples of documentary
evidence supported for preparation of income statements.

According to double entry system of accounting each transaction is recorded in the books of accounts
to ascertain the profits earned during a particular period. “Transaction” of a business refers to an event the
recognition of which gives rise to an entry in account records.

While analyzing the review of accounting cycle, the whole process of accounting consists of the
following important stages :

(1) Recording the transactions are done through Journals or Subsidiary Books.
(2) Classifying the transactions are achieved by Ledger.
(3) Summarizing the transactions are done through Trial Balance.

(4) The last stage is concerned with preparing Income Statements (Trading, Profit and Loss
Account and Balance Sheet).

JOURNAL

In the first stage of double entry system each transactions are recorded in the ‘Journal’ or “Subsidiary
Books.” Journal is the book of “Original Entry or First Entry” which is used for recording of all business
transactions in chronological order. Then it is posted to ledger. This process is known as “Entering.” In
other words record of the each transaction is called as “Journal Entry.” The process of recording in the
Journal is called as “Journalizing.”
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Specimen Ruling of Journal

The specimen ruling of Journal is shown below :

Date Particulars L.F, Dr. Cr.
(1) (2) (3) (4) Rs. (5) Rs.
Date, Month Name of Accounts to be Debited
a Year Name of Accounts to be Credited

From the above specimen ruling of Journal, we can observe the following points:

Column 1 : It indicates the date, month and year on which each transaction takes place.
Column 2 : Itrepresents (a) name of account to be debited; (b) name of account to be credited.
Column 3 : L.F Stands for Ledger Folio, i.e, reference to the main book. '

Column 4 . Dr. Stands for Debit, i.e., amount to be debited.

Column 5 : Cr. Stands for Credit, i.e., amount to be credited.

If two or more transactions of similar nature occur on the same day and either the debit account or
credit account is common, such transactions can be conveniently entered in the Journal in the form of a
Combined Journal Entry instead of making a separate entry for each transaction. Such type of entry is a
“Compound Journal Entry.”

Types of Journals

Journals broadly classified into (1) General Journals and (2) Special Journals. Special Journals are
subsidiary books which are as follows :

1. Sales Book

2. Purchase Book

3. Purchase Returns Book
4. Sales Returns Book

5. Bills Receivable Book
6. Bills Payable Book

7. Cash Book.

These subsidiary books which are used for recording of each transactions. The following points to
be considered before making journal entry :

(1) Capital Account : The initial influx of capital in the form of cash provided by the proprietor is
known as “Capital.” It may be further converted into plant and machinery, building etc. Hence it should be
debited to Cash A/c or Plant & Machinery Property A/c and credited to Proprietor’s A/c.

(2) Drawing Account : When proprietors withdrawn money or goods from business for personal
use, it should be debited to Drawing A/c and credited Cash A/c or Purchase A/c.

(3) Goods Account : If any transactions relating to purchase or sale of goods, instead of making
journal entries in one Goods Account, separate accounts may be maintained as Sales A/c, Purchase A/c,
Sales Returns A/c, and Purchase Returns A/c.
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(a) Sales Account: is meant for recording sale of goods. It should be credited to Sales A/c.

(b) Purchase Account: is meant for recording purchase of goods. It should be debited to

Purchase A/c.

(c) Sales Returns Account: is concerned with recording return of the goods from customers.

It should be debited to Sales Return A/c.

(d) Purchase Return Account: is meant for recording purchased goods return to suppliers. It

should be credited to Purchase Return A/c.

While making journal entry, a brief explanation will be given is known as “Narration.”

To apply the rule of debit and credit in each type of account such as :
(a) Personal Account: Debit the Receiver, Credit the Giver.

(b) Real Account: Debit what comes in, Credit what goes out.

(c) Nominal Account: Debit all Expenses & Losses, Credit all Incomes and Gains.

Hlustration: 1

Journalize the following transactions in the books of Nancy Ltd.

2003 March Rs. in lakhs
1 Started business with Cash 4,500
1 Paid into bank 2,500
2 Goods purchased for Cash 1,500
3 Purchase of furniture and payment by cheque 500
5  Sold goods for cash 600
8  Sold goods to Rosy 400
10 Goods Purchased from Thomas 700
12 Goods Return to Thomas 100
15  Sold goods to Rahavan for cash 250
18  Cash received from Rosy Rs.396 & discount allowed to her Rs.4
21  Withdraw from bank for private use 100
21 Withdraw from bank for use in the business 500
25  Paid telephone rent for one year 40
28  Cash paid to Rosy in full settlement of her account 594
30 Paid for Stationery 20
Rent paid 100
Salaries to Staff 250
Journal of Nancy Ltd. _ (Rs. in lakhs)
Date Particulars LE Debit Credit
Rs. Rs.
2003 March

1 | Cash Account Dr. 4,500

To Capital Account 4,500
(Being cash brought in to start business)

March 1 | Bank Account Dr. 2,500

To Cash Account 2,500
(Being Cash paid into Bank)
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Purchased Account Dr.

To Cash Account
(Being goods purchased for cash)

Furniture Account Dr.

To Bank Account
(Being purchase of furniture and payment made by cheque)

Cash Acgount Dr.

To Sales Account
(Being the goods sold for cash)

Rosy Account Dr.

To Sales Account
(Being the goods sold for credit)

Thomas Account Dr.

To Returns Outward Account
(Being the goods retuned)

Cash Account Dr.

To Sales Account
(Being the goods sold for cash)

Cash Account Dr.

Discount Account Dr.

To Rosy Account
(Being Rs. 396 received from Rosy and Rs. 4
discount allowed to her)

Drawing Account Dr.
Cash Account Dr.

To Bank Account
(Being cash withdrawn for both office and personal use)

Telephone Rent Account Dr.

To Cash Account
(Being payment of telephone rent)

Rosy Account Dr.

To Cash Account
To Discount Account
(Being cash paid to Rosy and discount allowed to her)

Stationery Account Dr.
Rent Account Dr.
Salaries Account Dr.

To Cash Account
(Being payment of stationery, rent and salaries)

1,500

500

100

250

396

100
500

20
100
250

1,500

500

600

400

100

250

600

40

596

370

Total

13,060

13,060
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Illustration: 2

Journalize the following transactions:

17

2003 Jan. Rs. in lakhs
-1 Purchased machinery for cash 5,000
2 Sold goods to Ramesh for cash 2,000
3  Sold goods to Kannan 1,000
4  Cash received from Murugan 700
5  Cash withdrawn from bank 500
6  Paid salaries 800
7  Purchased goods worth of Rs. 1000 less 10% trade discount
8  The errection charges of machinery amounted to Rs. 500
which were paid in cash
9  Cash paid to Ramasamy 400
10  Paid interest 400
11 Returned goods to Premkumar 300 -
12 Returned goods by Periasamy 200
13 Received dividend on shares 500
14  Paid rent 400
15  Old furniture sold for 200
Journal (Rs. in lakhs)
Date Particulars L.F, Debit Credit
Rs. Rs.
2003 Jan.
1 | Machinery Account Dr. 5,000
To Cash Account 5,000
(Being Machinery purchased for cash)
2 | Cash Account Dr. 2,000
To Sales Account 2,000
(Being goods sold for cash)
3 | Kannan Account Dr. 1,000
To Sales Account 1,000
(Being goods sold for credit)
4 | Cash Account Dr. 700 ‘
To Murugan Account 700
(Being cash received from Murugan)
5 | Cash Account Dr. 500
To Bank Account 500
(Being cash withdrawn from Bank) -
6 | Salaries Account Dr. 800
To Cash Account 800
(Being cash paid for salaries)
Jan. 7 | Purchase of goods Account Dr. 1,000
To Cash Account 900
To Discount Account 100

(Being goods Purchased and discount allowed for Rs. 100)
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8 | Machinery Account Dr. 500
To Cash Account 500
(Being the errection charges paid for machinery)

9 | Ramasamy Account Dr. 400
To Cash Account 400
(Being cash paid to Ramasamy)

10 | Interest Account Dr. 400
To Cash Account ' 400
(Being cash paid for Interest)

11 | Premkumar Account Dr. 300
To Purchase Return Account 300
(Being goods returned to Premkumar)

12 | Sales Return Account Dr. 200
To Periyasamy Account 200
(Being goods returned by Periyasamy)

13 | Cash Account Dr. 500
To Dividend on Shares Account 500
(Being dividend received on shares)

14 | Rent Account Dr. 400
To Cash Account 400
(Being rent paid for cash)

15 | Cash Account Dr. 200
To Old Furniture Account 200
(Being old furniture sold for cash)

Total 13,900 13,900

INustration: 3
Journalize the following transactions in the books of Mr. Sharma:
Jan. 2003

1  Sharma started business by investing cash of Rs. 40,000. He brought goods of Rs. 10,000, Furniture
Rs. 5,000 and Machinery Rs. 10,000

2 Purchase building Rs. 5,000

3 Sale of goods worth Rs. 7,000 less 10% trade discount

4  Purchase of goods worth Rs. 6,000 less 5% cash discount

5  Sold goods to William on credit Rs. 2,500

6  Amount withdrawn from bank Rs. 800 for office use

7  Paid freight Rs. 500

8  Sold 50 shares in National Ltd @ Rs. 20 per share and commission paid Rs. 30

9  Received cheque from Vijay and deposited in Bank Rs. 5,000
10 Paid to Anderson in full settlement of Rs. 1,500
11 Amount withdrawn from bank for personal use Rs. 500
12 Paid rent Rs. 400 and Salaries Rs. 1,000
13 Paid insurance premium Rs. 300
14  Dividend received Rs. 300
15 Cheque for Rs. 1,000 received from Murgan in settlement of a debt of Rs. 1,250 returned dishonoured
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16  Bank collected interest on our investments Rs. 1,500

17 Charge of depreciation on Machinery @ 10% for six months (Machinery Rs. 20,000)
Sold goods to Balu Rs. 2,000

18

Journal of Mr. Sharma Account

19

Date

Particulars

LFE

Debit
Rs.

Credit
Rs.

2003. Jan.
1

Cash Account
Goods Account
Machinery Account
Furniture Account
To Capital Account
(Being the cash, goods, furniture and
machinery brought to start business)

Dr.
Dr.
Dr.
Dr.

Buildings Account
To Cash Account
(Being the buildings purchased)

Dr.

Cash Account
Discount Account
To Sales Account
(Being the goods sold and discount allowed)

Dr.

Dr.

Purchase Account
To Cash Account
. To Discount Allowed Account
(Being the. goods purchased and discount allowed)

Dr.

William Account
To Sales Account
(Being goods sold on credit)

Dr.

Cash Account
To Bank Account
(Being amount withdrawn for office use)

Dr.

Freights Account
To Cash Account
(Being cash paid for freight)

Cash Account

To Investment in Shares Account
(Being 50 shares in National Ltd. sold
@ Rs.20 per share less commission )

Dr.

Bank Account
To Vijay Account
(Being cheque received and deposited in bank)

40,000
10,000
10,000

5,000

5,000

6,300
700

6,000

2,500

800

500

970

5,000

65,000

7,000

5,700
300

2,500

800

500

970

5,000
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10 | Anderson Account Dr. 1,500
To Cash Account 1,500
(Being the cash paid in full settlement)

11 | Drawing Account Dr. 500
To Bank Account 500
(Being amount withdrawn for personal use)

12 | Rent Account Dr. 400
Salaries Accourit Dr. 1,000

To Cash Account 1,400
(Being paid rent and salaries)

13 | Bank Account Dr. 300
To Dividend Account 300
(Being Dividend received)

14 | Murugan Account Dr. 1,250
To Bank Account 1,000
To Discount Allowed Account 250
(Being Cheque received from Murugan in settlement of a
debt of Rs.1250 dishonoured and discount allowed)

15 | Bank Account - Dr. 1,500
To Interest on Investment account 1,500
(Being Bank collected interest on investment)

16 | Depreciation Account "~ Dr. 1,000
To Machinery Account 1,000

(Being depreciation on machinery charged

@ 10% P.a. on Rs. 2000 for six months)

17 | Balu Account Dr. 2,000
To Sales Account 2,000
(Being goods sold to Balu)

Illustration: 4

Journalize the following transactions :

Jan. 2003 Rs.
1 Ravi Commenced business with 42,000
3 Goods purchased for cash 18,400
6 ‘Goods sold to Ramesh on credit 11,200
7 “Brought goods from Ram 6,600
10 Cash received from Ramesh 7,200
12 Paid Ram on account 4,200
16 Goods sold to Rajive 7,500
20 Goods sold for cash 15,000
27 Amount paid to Ram 2,400
29 Cash received from Rajive 7,500
31 Paid rent in cash 900

31 Salary paid to office staff 1,400
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Date

Particulars

LF.

Debit
Rs.

Credit
Rs.

2003
Jan.1

10

12

16

20

27

29

31

31

Cash Account
To Capital Account
(Being the amount invested in cash)

Purchase Account
To Cash Account
(Being cash purchased of goods)

Dr.

Ramesh Account
To Sales Account
(Being credit sales of goods)

Dr.

Purchase Account
To Ram Account
(Being credit purchase of goods)

Dr.

Cash Account
To Ramesh Account
(Being cash received from Ramesh)

Dr.

Ram Account
To Cash Account
(Being cash paid to Ram)

Rajive Account

To Sales Accounit
(Being Credit Sales)

Dr.

Cash Account
To Sales Account
(Being Goods sold for cash)

Ram Account
To Cash Account
(Being amount paid to Ram)

Dr.

Cash Account

To Rajive Account
(Being cash received from Rajive)

Dr.

Rent Account )
To Cash Account
(Being cash paid for rent)

Dr.

Salaries Account
To Cash Account
(Being cash paid for salaries)

Dr.

42,000

18,400

11,200

6,600

7,200

4,200

7,500

15,000

2,400

7,500

900

1,400

42,000

18,400

11,200

6,600

7,200

4,200

7,500

15,000

2,400

7,500

900

1,400
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Illustration: §
Journalize the transactions given below in the books of Sakesha & Co. :

2003
Jan.1 Sakesha starts business with Rs. 40,000
1 Paid in to bank Rs. 36,000
2 Bought furniture for 1,700 and typewriter for Rs. 3,000, payment made by cheque
5  Goods purchased from Ramasamy & Co. for 11,200 on credit
7 Goods purchased from Porwal & Co. for Cash Rs. 2,200
8  Goods sold on credit to Gupta & Co. Rs. 3,000
10 Goods sold on credit to Chandra & Co. Rs. 5,600
11 Paid for office stationery Rs. 500
12 Paid rent Rs. 400
14 Brought fixtures for Rs. 2,000
17 Received cash from Gupta & Co. Rs. 2940; allowed them discount Rs. 60
20 Issued cheque for Rs. 11,000 in full settlement (i.e., nothing more is due them) to Ramasamy & Co.
25 Paid in to bank Rs. 2,400
30 Paid insurance premium Rs. 900 by cheque

Solution:
Journal of Sakesha & Co.

Date Particulars LF Debit Credit
Rs. Rs.

Jan.1 Cash Account Dr. 40,000
To Capital Account 40,000
(Being commenced with business Rs. 40,000)

1 Bank Account Dr. 36,000
To Cash Account 36,000
(Being cash paid in to bank)

2 Furniture Account Dr. 1,700
Typewriter Account Dr. 3,000

To Bank Account 4,700
(Being bought furniture & typewriter)

5 Goods Purchased Account Dr. 11,200
To Ramasamy & Co. 11,200
(Being goods purchased on credit)

7 Good Purchased Account Dr. 2,200
Te Cash Account 2,200
(Being goois received from Porwal & Co.)

8 Gupta & ( 0. Account Dr. 3,000
7o Sales Account 3,000
(Being go. ds sold on credit)

10 Chandra ¢ Co. Account Dr. 5,600
T Sales Account 5,600
(Being gocds sold on credit)

11 Office Stationery Account Dr. 500
Te Cash Account 500
(Being bought office stationery)




Accounting Books and Records 23

12

14

17

20

25

30

Rent Account Dr. 400
To Cash Account 400
(Being Rent Paid)

Fixtures Account Dr. 2,000
To Cash Account 2,000
(Being bought fixtures) -

Cash Account Dr. 3,000
To Gupta & Co. Account 2,940
To Discount Allowed A/c 60
(Being cash received in full statement)

Ramasamy & Co. Account ’ Dr. 11,000
To Bank Account 11,000
(Being cheque issued to Ramasamy & Co.)

Bank Account Dr. 2,400
To Cash Account 2,400
(Being cash paid into bank)

Insurance Premium Account Dr. 1 900
To Bank Account 900
(Being insurance premium paid by cheque)

Illustration: 6

Journalize the following transactions :

2003
March 1

2
4
7
9
11
13
15
16
17
19
21
24
29

31

K. Singh started business with cash Rs. 80,000

Paid in to bank Rs. 4,000

Goods purchased from Prasad & Co. for cash Rs. 30,000
Goods sold for cash Rs. 12,000

Bought furniture from Kapur & Co. for Rs. 10,000 and paid by cheque
Goods sold to Sethi & Co. for Rs. 8000 on credit

Goods purchased from Gupta & Co. Rs. 20,000 on credit
Damaged goods returned to Gupta & Co. Rs. 10,000

Cash received from Sethi & Co. Rs. 7880 in full settlement
Withdraw goods for personal use Rs. 2000

Withdraw cash from business for personal use Rs. 4000
Paid telephone rent Rs. 2000

Paid cash to Gupta & Co. in full settlement of Rs. 9800
Brought stationery Rs. 400

Paid rent to office building Rs. 1000

Paid salaries to office staff Rs. 4000

Paid advertisement expenses of Rs. 2000
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Journal

Date

Particulars

LF

Debit
Rs.

Credit
Rs.

2003
Mar. 1

11

13

15

16

17

19

21

24

Cash Account Dr.
To Capital Account
(Being commenced of business)

Bank Account Dr.
To Cash Account
(Being cash paid in to bank)

Purchase Account Dr.
To Cash Account
(Being goods purchased for cash)

Cash Account Dr.
To Sales Account
(Being goods sold for cash)

Furniture Account Dr.
To Bank Account
(Being purchase of fumiture)

Sethi & Co. Account Dr.
To Sales Account
(Being goods sold on credit)

Purchase Account Dr.
To Gupta & Co. Account
(Being goods purchased on credit)

Gupta & Co. Account Dr.
To Purchase Return Account
(Being damaged goods returned)

Cash Account Dr.

Discount Account Dr.
To Sethi & Co. Account

(Being cash received from Sethi & Co. in full

settlement and allowed Rs. 140 as discount)

Drawings Account Dr.
To Purchases Account
(Being withdrawal of goods for personal use)

Drawings Account Dr.
To Cash Account

(Being cash withdrawal from the

business for personal use)

Telephone Rent Account Dr.
To Cash Account
(Being telephone rent paid)

Gupta & Co. Account Dr.
To Cash Account
To Discount Account

(Being cash paid to Gupta & Co.

and allowed discount Rs. 200)

80,000

4,000

30,000

12,000

10,000

8,000

20,000

10,000

7,880
120

2,000

4,000

2,000

10,000

80,000

4,000

30,000

12,000

10,000

8,000

20,000

10,000

8,000

2,000

4,000

2,000

9,800
200
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29 Stationery Account Dr. 400
Rent Account Dr. 1,000
Salaries Account Dr. 4,000
To Cash Account 5,400
(Being expenses paid)
31 Advertisement Expenses A/c Dr. 2,000
To Cash Account 2,000
(Being advertisement expenses paid)
QUESTIONS
1. What do you understand by accounting books«and records?
2. What is meant by Journal?
3. Explain the different types of Journals.
4. Draw a specimen ruling of Journal.
5. What are the factors to be considered while making journal entry?
6. What do you understand by source of document? Explain briefly various sources of documents.
PRACTICAL PROBLEMS
(1) Journalize the following transactions in the books of Mrs. Sharma & Co. :
2003 Rs.
Jan. 1 Commenced business with cash 2,00,000
1 Purchased Machinery 25,000
2 Purchased goods on Credit from Ram 10,000
3 Purchase goods for cash 20,000
5 Sold goods for cash 10,000
7 Goods purchased from Ramesh 5,000
9 Goods return to Ram 500
10  Goods sold to Murugan 15,000
13 Goods returned by Murugan 300
15 Draw cash from bank for office use 1,000
17 Draw cash from bank for private use 2,000
19 Purchased furniture 5,000
22 Paid for office rent 1,500
25 Paid for Salaries 20,000
27 Paid for Advertisement 4,000
30 Sold goods Rs. 25,000 less 10% Discount.
(2) Pass the necessary Journal entries of Mrs. Cupta & Co.:
April 2003 Rs.
1 Paid into Bank 50,000
2 Purchased Fumiture for cash 10,000
5 Deposited into Bank 15,000
6 Purchased goods from Rahul 5,000
7 Sold goods on credit to Siva 7,000
9 Cash Sales 9,000
10 Cash Purchases 15,000
11  Amount withdrawn from bank for office use 3,000
15 Paid insurance premium 5,000
17 Dividend received 3,000
19 Paid rent 2,000
22 Paid Salaries 15,000
24 Drawn cash from bank for personal use 4,000
25 Goods returned from Siva 300
27 Goods returned to Rahul 200
30 Paid for Advertisement 1,000
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(3) Journalize the following transactions in the books of Ramesh & Co.:

2003
Jan. 1 Started business with Rs. 50,000 and paid into Bank Rs. 25,000
3 Sold goods for cash Rs. 20,000
S Brought Furniture for Rs. 7,000
7 Purchased goods from Pandey & Co. Rs. 15,000
9 Withdrawn Rs. 700 from bank for office use
11 Sold goods to Jain & Co. Rs. 10,000
13 Paid Salaries Rs. 20,000
15 Paid Telephone charges Rs. 1,000
17 Paid into Bank Rs. 50,00
19 Sold goods to Mrs. Gowda on credit for Rs. 15,000 less 10% Discount
21 Goods returned from Pandey Rs. 500
25 Received cash from Jain & Co. Rs. 5,500 Discount allowed Rs. 250
27 Withdraw Rs. 1,500 from bank for personal use
31 Paid for advertisement Rs. 2,000

(4) Journalize the following transactions in the books of Mrs. Sam & Co.:

2003 Rs.
Jan, 1 Started business with cash 2,00,000
1 Paid in to Bank 50,000
2 Funrniture purchased for cash 25,000
5 Machinery purchased 30,000
7 Goods sold for cash 10,000
9 Purchased goods from Reddy & Co. 20,000
10 Goods returned to Gupta. 500
13 Goods Returned from Reddy & Co. 1,000
15 Cash received from Jain Rs. 8,000 and discount allowed to him Rs. 100
17 Withdrawn from bank for office use 3,000
19  Paid Telephone rent 4,000
21 Paid Salaries 25,000
23 Goods sold to Ram on credit for 8,000
25 Paid rent and rates 1,000
27 Withdrawn from bank for personal use 2,000
29 Cash paid to Reddy & Co. for full settlement of his account 15,000

31 Goods sold to Ramesh for 10,000 less 10% trade discount.
(5) Journalize the following transactions, in the books of Hariprasad & Co.:

2003
Jan. | Business started with cash Rs. 2,50,000
1 Cash deposited into Bank Rs. 25,000
2 Machinery purchased from Krishna on credit for Rs. 10,000
2 Furniture purchased for cash Rs. 5,000
3 Sold goods to Murugan less trade discount of 10% for Rs. 20,000
S Goods purchased from Jain for Rs. 5,000 at 10% trade discount.
7 Goods returned from Murugan for Rs. 250
9 Goods returned to Jain for Rs. 100
11 Withdrawn Rs. 5,000 from bank for office use
13 Paid for Advertisement Rs. 2,000
15 Goods purchased for cash Rs. 5,000
17 Paid salaries for Rs. 30,000
19 Goods sold for cash Rs. 10,000
21 Paid interest Rs. 2,000
23 Dividend received for Rs. 4,000
25 Withdrawn cash from bank for personal use for Rs. 1,000
27 Cash paid to Jain in full settlement of his account for Rs. 5,000
29 Deposited cash into Bank Rs. 3,000
31 Sold goods to Karthik on credit Rs. 7,000
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Journalize the following transactions :

2003

Started business with Rs. 2,00,000; paid in to Bank Rs. 1,00,000
Purchased furniture for cash Rs. 10,000

Goods Purchased for cash Rs. 60,000

Goods Sold for cash Rs. 12,000

Purchased one typewriter for Rs. 4,000 from Ram & Co. on credit
Goods sold to Kannan & Co. for Rs. 10,000 on credit

Bought goods from Mahandra & Co. for Rs. 20,000 on credit
Paid Rs. 5,000 for advertisement

Goods sold to Varma & Co. Rs. 8,000 for cash

Paid salaries to office staff Rs. 5,000

Paid telephone rent Rs. 1,000

Withdraw from back Rs. 2,500 for private use

Bought one delivery van for Rs. 40,000 from Mumbai Motor Co. on credit.

Journalize the following transactions :

2003
Aprl. 1

Gill Commenced business with Rs. 1,00,000
Paid in to Bank Rs. 60,000

Purchased goods from Lindo Rs. 40,000
Sold goods to Moorthi Rs. 30,000
Purchased Fumiture for Rs. 2,500

Returned goods to Lindo Rs. 5,000
Stationery purchased for Rs. 250

Paid Lindo Rs. 35,000 by cheque

Moorthi returned goods worth Rs, 2,000
+Moorthi paid us Rs. 28,000

Cash sales Rs. 1,500

Purchased goods from Gopal Rs. 10,000
Sales to Meenashi & Co. Rs. 6,000

Cash purchases Rs. 3,000

Returned goods to Gopa! Rs. 2,000

Paid Gopal by cheque Rs. 8,000

Received cheque from Meenashi & Co. Rs. 6,000
Drawings Rs. 2,500

Sold goods to Valen and cash received Rs. 1,500
Paid rent Rs. 1,500 by cheque

Paid Salary Rs. 2,000

Journalize the following transactions :

2003
Mar. 1

3

5

7
10
15
19
23
25
31

Goods purchased for cash from Murthy Rs. 34,000

Goods sold to Narayan Rs. 34,000 on credit

Returned damaged goods to Dinkar Rs. 1,000

Paid salaries Rs. 1,700

Commission received for Rs. 1,400

Goods sold to Rajendra for cash Rs. 4,000

Goods sold on cash Rs. 10,000

Purchased furniture from Prasad & Co. at Rs. 9,000 on credit
Paid cash to Prasad & Co. Rs. 9,000

Paid Rent Rs, 2,500

Journalize the following transactions :

2003
Mar. 1|

2
3

P.S. Rao started business with cash Rs. 10,000 and bank balance Rs. 1,60,000,
building Rs. 60,000 and furniture Rs. 4,000

Purchased goods from Rajendra Rs. 1,00,000

Goods sold to Prasad Rs. 24,000
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Goods purchased from Ghosh and paid by cheque Rs. 10,000
Damaged goods returned to Rajendra Rs. 10,000
Received goods returned by Prasad Rs. 4,000
Received cheque from Prasad Rs. 20,000

Paid in to bank to Rs. 20,000

Paid Rajendra by cheque Rs. 90,000

Commission received Rs. 6,000

Purchased plant and machinery

Withdrawn from bank Rs. 4,000

Goods sold to Rajan and cheque received Rs. 4,000
Paid in to bank Rs. 6,000

Cash received from Ashok Rs. 40,000

Commission paid to broker Rs. 1,000

Paid advertisement Rs. 5,000

The following are the transactions of Rajan Nair & Co. for the month of April 2003, Journalize the transactions :

2003
Aprl.

Capital paid in to bank Rs. 50,000

Bought stationery for cash Rs. 300

Bought office furniture from Gupta & Co. Rs. 5,000

Goods sold to Anand Rs. 10,000

Goods purchased for cash Rs. 21,000

Received cheque from Bharathan Rs. 10,000

Bought postage stamps Rs. 100

Goods sold for cash Rs. 7,500

Paid salaries to office staff Rs. 2,500

Paid Gupta & Co. by cheque Rs. 5,000

Goods sold to Ashok & Co. Rs. 5,000

Goods purchased from Lakshman & Co. Rs. 7,000

Goods purchased for cash from Thaker & Co. Rs. 2,250
Goods sold to Anand Rs. 3,500

Cheque received from Ashok & Co. Rs. 5,000

Paid Thaker & Co. by cheque in full settlement of Rs. 2,250
Withdrawn from bank Rs. 2,500 ’

Pass journal entries in the books of Jain & Co. from the following transactions :

2004
Mar.

1
5
7

Jain & Co. started business with cash Rs. 80,000; Goods Rs. 80,000 and furniture Rs. 20,000
Goods sold to Ravi for cash Rs. 20,000

Damaged goods returned from Ravi Rs. 4,000

Received from Ravi Rs. 15,980 in full settlement of his account

Bought goods from Sherlekar of the list price of Rs. 20,000 at Rs. 15 trade discount

Goods returned to Sherlekar of the list price of Rs. 2,000

Settled the account of Sherlekar by paying cash, under a discount of 10%

Bought a furniture for Rs. 2,400 for the domestic use of Jain & Co.

Paid for trade expenses Rs. 1,400

Paid for travelling expenses Rs. 760

Journalize the following transactions :

2004
Jan.

Nataraj started with cash Rs. 2,00,000

Paid in to bank Rs. 2,00,000

Purchased goods from Thangam & Co. on credit Rs. 10,000

Paid Postage & Telegram Rs. 500

Bought furniture Rs. 10,000

Purchased adding machine Rs. 20,000

Goods sold for cash Rs. 25,000

Sold goods on credit to Mohan & Co. Rs. 50,000

Paid to Thangam & Co. Rs. 9,950 and discount allowed by him Rs. 50
Sold goods to Ramesh & Co. Rs. 15,000
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24 Received cheque from Mohan & Co. in full settlement of amount due to them Rs. 49,500
31 Paid rent by cheque Rs. 5,000

(13)  Pass journal entries for the following transactions :

(1) Goods purchased from Kapil Dev for Rs. 80,000 at a trade discount of 10% and cash discount of 2% paid 75% of
the amount immediately

(2) Received a cheque from Prem Kumar for Rs. 16,000 this cheque was deposited in to bank the next day

(3) Cheque received from Premkumar was dishonoured

(4) Sold old news papers Rs. 100

(5) Bought goods from Raj & Co. and paid by cheque Rs. 14,000

(6) Sold half of the above goods to Sam & Co. at a profit of 35% on cost

(14) Record the following transactions in the account of Hari & Co. :

2004
Jan. 1 Goods sold to Swaminathan Rs. 12,000
3 Cash received from Swaminathan Rs. 11,600
and allowed him discount Rs. 400
15 Bought goods from Rajan on Credit Rs. 16,000
20 Paid cash to Rajan in full settlement of his account Rs. 15,900
25 Paid cash for trade expenses Rs. 200
27 Paid cash for stationery Rs. 375
29 Paid wages Rs. 500
30 Cash Sales Rs. 12,000

(15)  Journalize the following transactions :

(1) Bought goods for cash Rs. 50,000
(2) Paid cash for stationery Rs. 500
(3) Bought furniture for cash Rs. 4,000
(4) Sold goods for cash Rs. 16,000
(5) Sold goods to Jhon on credit Rs. 5,000
(6) Sold goods to William for cash Rs. 7,000
(7) Paid rent Rs. 1,500
(8) Paid salary Rs. 1,000
(9) Paid freight on goods purchased Rs. 500
(10) Paid wages Rs. 700
(11) Received from James Rs. 5,000
(12) Received Interest from James Rs. 1,000

LEDGER

Meaning and Definition

Ledger refers to the book of Main Entry and it contains various accounts such as Personal Accounts,
Real Accounts and Nominal Accounts. In the first stage of accounting cycle, all business transactions are
recorded separately through Journal or Subsidiary Books during a particular date or period. Hence, Journal
fails to bring the similar transactions together and it is not useful for any reference. In order to have a
consolidated view of the similar transactions, the transactions entered in the journal will have to be posted
to Ledger Account.

A Ledger Account may be defined as a “Summary Statement of all transactions relating to a person,
asset, expense or income which have taken place during a given period of time and showing their net
effect.” From the above definition, we can observe that Ledger is designed as the book of second stage in
the accounting cycle which is used for recorded transactions which are classified and grouped into
different heads of accounts.
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Specimen Rulings of Ledger
The specimen of ruling of each account in the ledger is as follows :

Dr. Name of Account Cr.

Date | Particulars J.F Amount Rs. Date | Particulars J.E. | Amount Rs.

To Name of Debit A/c By Name of Credit A/c

From the above specimen rulings of ledger account, we can observe the following points :
(1) Ledger Account is usually in the “T” form which contain two sides—Debit side and Credit side.
(2) Left hand side is calted Debit Side (Dr.)
(3) Right hand side is called Credit Side (Cr.)
(4) Each side further divided into four columns :
(a) Column 1 meant for date, month and year.
{b) Column 2 meant for particulars.
(c) ‘F stands for Folio (Page Number) of the Journal or Subsidiary Books.
(d) Accounts to be Debited or Credited.
(5) The name of accounts to be debited find an entry on the left side.
(6) The name of accounts to be credited find an entry on the right side.
Posting of Journal to Ledger

The term “Posting” refers to the process of entering in the ledger the information given in the journal.
In other words, the process of transferring the transactions from the journal to the ledger during the
particular period is known as “Posting.” Accordingly separate account should be opened into the ledger
for posting the transactions relating to the individual persons, assets, expenses or losses as shown in the
journal. The following example will make you clear the process of posting.

Jan.1
2003, Kannan Sold goods to Gupta Rs. 5,000.

Journal Entry

2003 Particulars Debit Rs. Credit Rs.

Jan.l | Gupta Account Dr. 5,000
To Sales Account 5,000
(Being goods Sold to Gupta on Credit)

Dr. Gupta Account Cr.
Date | Particulars J.F, Amount Rs. Date Particulars J.FE | Amount Rs.
2003
Jan.1 | To Sales A/c 5,000
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Dr. Sales Account Cr.
Date | Particulars J.F. Amount Rs. Date Particulars J.F, Amount Rs.
2003
Jan.! By Gupta Alc 5,000

Balancing of Ledger Account

In order to prepare the financial statements, balancing of various accounts in the ledger is essential.
The following procedure to be adopted while balancing of various accounts in the ledger.

(1) Debit and Credit sides of an accounts are totalled separately.
(2) Find the difference between the total of both sides.

(3) The difference is entered on the side on which the total is smaller and this difference is the
closing balance shown by the account and this will be carried forward to the next year as the
“opening balance” in the account,

(4) If the debit side of an amount is more, it is called Debit Balance and it is entered on the credit
side to close the account and written as by balance c/d.

(5) If the credit side of an amount is more it is called Credit Balance and it is entered on the debit
side to close the account and written as To Balance c¢/d.

Difference between Journal and Ledger

In the process of accounting cycle, both the Journal and Ledger serve as important books which are
indispensable for each other. The following are the important points that differentiate the Journal and
Ledger:

Journal Ledger
(1) Journal is the book of Original Entry or (1)  Ledger is the book of Second entry
First Entry
(2) It is the book of Chronological Record (2) It is the book of Analytical Record
(3) The process of recording in the (3) The process of recording in ledger is posting
Jjournal is called journalizing
(4) Journal as a book supported by (4)  Ledger is dependent on journal
greater sources of evidence
(5)  Journal lays focus on recording (5)  Ledger focuses on process of classification
transactions of grouping of different heads of accounts.
(6) The process of Journalizing is (6)  The process of posting in ledger to be
a continuous one. done according to the needs and convenience.

Illustration: 7

By Solving illustration 1, Chapter 3, “Accounting Books and Records.”
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Solution:

Ledger .

Dr. Capital Account (Rs. In lakhs) Cr.
Date | Particulars J.F. Amount Rs. Date Particulars J.F, Amount Rs.
2003 2003

Mar. 31 | To Balance c/d 4,500 { Mar.l By Cash A/c 4,500
4,500 4,500
Aprl.1 By Balance b/d 4,500

Dr. Cash Account Cr.
Date | Particulars J.E. | Amount Rs. Date | Particulars J.F. | Amount Rs.
2003 2003

Mar. 1 | To Capital A/c 4,500 | Mar. 1 By Bank A/c 2,500
5 | To Sales A/c 600 2 By Purchase A/c 1,500
15 | To Sales A/c 250 25 By Telephone rent A/c 40
18 | To Rosy Alc 396 28 By Rosy A/c 594
21 | To Bank A/c 500 30 | By Stationery A/c 20
30 By Rent A/c 100
30 | By Salaries A/c 250
31 By Balance c/d 1,242
6,246 6,246
Aprl. 1 | To Balance b/d 1,242

Dr. Bank Account Cr.
Date | Particulars J.E Amount Rs. Date Particulars J.E Amount Rs.
2003 2003 :

Mar.1 | To Cash A/c 2,500 Mar.3 By Furniture A/c 500
3 By Cash A/c 500
21 By Drawings A/c 100
31 By Balance c/d 1,400
2,500 2,500
Aprl. 1 | To Balance b/d 1,400

Dr. Purchases Account Cr.
Date | Particulars J.F. Amount Rs. Date Particulars J.E. Amount Rs.
2003 2003

Mar.2 | To Cash A/c 1,500 { Mar.31 By Balance c/d 1,500
1,500 1,500
Aprl.1 | To Balance b/d 1,500
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Dr. Furniture Account Cr.
Date | Particulars J.F, Amount Rs. Date Particulars J.F., Amount Rs.
2003 2003

Mar. 2 | To Bank A/c 500 | Mar.31 By Balance c/d 500
500 500
Aprl. 1 | To Balance b/d 500

Dr. Sales Account Cr.
Date | Particulars J.FE Amount Rs. Date Particulars J.F, Amount Rs.
2003 2003

Mar.31 | To Balance c/d 1,250 | Mar6 By Cash A/c 600
8 By Rosy A/c 400

15 By Cash A/c 250

1,250 1,250

Aprl.1 By Balance b/d 1,250

Dr. Thomas Account Cr.
Date | Particulars J.F. Amount Rs. Date Particulars J.F. Amount Rs.
2003 2003

Mar. 12 | To Return onwards A/c 100 | Mar.31 By Balance c/d 100
100 100
Aprl. 1 | To Balance b/d 100

Dr. Return OQutwards Account Cr.
Date | Particulars JE Amount Rs. Date Particulars J.E Amount Rs.
2003 2003

Mar.31 | To Balance c/d 100 | Mar.12 | By Thomas A/c 100
100 100
Aprl.1 By Balance b/d 100

Dr. Rosy Account Cr.
Date | Particulars J.F. Amount Rs. Date Particulars J.F. Amount Rs.
2003 2003

Mar. 31 | To Sales A/c 400 |{Mar. 18 By Cash A/c 396
28 | To Cash A/c 594 18 | By Discount A/c 4
28 | To Discount A/c 6 31 By Balance c/d 600
1,000 1,000

Aprl. 1 | To Balance b/d 1,000
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Dr. Discount Account Cr.
Date | Particulars J.F Amount Rs. Date Particulars J.E Amount Rs.
2003 2003
Mar.18 | To Rosy Alc 4 | Mar.28 By Rosy A/c 6
31 | To Balance c/d
6
Aprl.l By Balance b/d
Dr. Drawings Account Cr.
Date | Particulars J.E Amount Rs. Date Particulars J.F, Amount Rs.
2003 2003
Mar. 21 | To Bank A/c 100 | Mar. 31 By Balance c¢/d 100
100 | 100
Aprl. 1 | To Balance b/d 100
Dr. Telephone Rent Account Cr.
Date | Particulars J.F Amount Rs. Date Particulars J.E Amount Rs.
2003 2003
Mar. 25 | To Cash A/c 40 |Mar. 31 By Balance ¢/d 40
40 40
Aprl. 1 | To Balance b/d 40
Dr. Stationery Account Cr.
Date | Particulars J.F. Amount Rs. Date Particulars J.F. | Amount Rs.
2003 2003
Mar. 30 | To Cash A/c 20 | Mar.31 By Balance c¢/d 20
20 20
Aprl. 1 | To Balance b/d 20
Dr. Rent Account Cr.
Date | Particulars J.E | Amounts Rs. Date Particulars J.E Amount Rs.
2003 2003
Mar.30 { To Cash A/c 100 | Mar.31 By Balance c/d 100
100 100
Aprl.l1 | To Balance b/d 100
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Dr. Salaries Account Cr.
Date | Particulars J.FE, Amount Rs. Date Particulars J.F, Amount Rs.
2003 2003
Mar.30 | To Cash A/c 250 | Mar.31 | By Balance c/d 250
250 250
Aprl.l | To Balance b/d 250
Hlustration: 8
By Solving illustration 2, Chapter 3, “Accounting Books and Records.”
Solution:
Ledger (Rs. in lakhs)
Dr. Machinery Atcount Cr.
Date- | Particulars J.F. Amount Rs. Date Particulars J.E Amount Rs.
2003 2003
Jan.1 | To Cash A/c 5,000 { Jan.31 By Balance c/d 5,500
31 | To Cash A/c 500
. 5,500 5,500
Feb.1 | To Balance b/d 5,500
Dr. Cash Account Cr.
"Date | Particulars J.F, Amount Rs. Date Particulars J.E Amount Rs.
2003 2003 .
Jan.l | To Sales A/c 2,000 Jan.1 By Machinery Alc 5,000
4 | To Murugan A/c 700 6 | By Salaries Alc 800
5 | To Bank A/c 500 7 | By Purchase of
goods Alc 900
13 | To Dividend A/c 500 8 By Machinery A/c 500
15 | To Old Furniture A/c 200 9 | By Ramasamy A/c 400
31 | To Balance c/d 4,500 10 By Interest A/c 400
14 By Rent A/c 400
8,400 8,400
Api. 1 By Balance b/d 4,500
Dr. Sales Account Cr.
Date | Particulars J.E Amount Rs. Date Particulars J.F, Amount Rs.
2003 2003
Jan. 31 | To Balance c/d 3,000 | Jan.2 By Cash A/c 2,000
2 By Kannan A/c 1,000
3,000 3,000
Feb. 1 By Balance b/d 3,000
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Dr. Kannan Account Cr.
Date | Particulars J.F, Amount Rs. Date Particulars J.F, Amount Rs.
2003 2003
Jan. 2 | To Sales A/c 1,000 | Jan. 31 By Balance c¢/d 1,000
1,000 1,000
Feb. 1 | To Balance b/d 1,000
Dr. Murugan Account Cr.
Date | Particulars J.E Amount Rs. Date Particulars J.F, Amount Rs.
2003 2003
Jan. 31 | To Balance c/d 700 | Jan. 4 By Cash A/c 700
700 700
Feb. 1 By Balance b/d 700
Dr. Bank Account Cr.
Date | Particulars J.F, | Amounts Rs. Date Particulars J.F Amount Rs.
2003 2003
Jan. 31 | To Balance c/d 500 | Jan.$5 By Cash A/c 500
500 500
Feb. 1 By Balance b/d 500
Dr. Salaries Account Cr.
Date | Particulars J.F, Amount Rs. Date Particulars J.F, Amount Rs.
2003 2003
Jan. 6 | To Cash A/c 800 | Jan. 31 | By Balance c/d 800
800 800
Feb. 1 | To Balance b/d 800
Dr. Purchases of Goods Account Cr.
Date | Particulars J.F, Amount Rs. Date | Particulars J.F. Amount Rs.
2003 2003
Jan. 7 | To Cash A/c 900 | Jan. 31 By Balance c/d 1,000
Jan. 7 | To Discount A/c 100
1,000 1,000
Feb. 1 | To Balance b/d 1,000
Dr. Discount Account Cr.
Date | Particulars JF, Amount Rs. Date Particulars J.E Amount Rs.
2003 2003
Jan. 31 | To Balance c/d 100 | Jan. 7 By Purchase of
Goods Alc 100
100 100
Feb. 1 By Balance b/d 100
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Dr. Ramasamy Account Cr.
Date | Particulars J.FE. | Amount Rs. Date Particulars J.E. | Amount Rs.
2003 2003
Jan.9 | To Cash A/c 400 | Jand4 | By Balance c/d 400

400 400
Feb.1 | To Balance b/d 400

Dr. Interest Account Cr.
Date | Particulars J.F. | Amount Rs. Date | Particulars J.F. | Amount Rs.
2003 2003

Jan.10 | To Cash A/c 400 | Jan.31 By Balance c/d 400
400 400
Feb.1 | To Balance b/d 400

Dr. Premkumar Account Cr.
Date | Particulars J.F. Amount Rs. Date Particulars J.E Amount Rs.
2003 | 7 2003

Jan.11 | To Purchase Return A/c 300 | Jan.31 By Balance c/d 300
300 300
Feb.1 | To Balance b/d 300

Dr. Purchases Return Account Cr.
Date | Particulars J.E. | Amount Rs. Date | Particulars J.FE. | Amount Rs.
2003 2003

Jan.31 | To Balance c/d 300 | Jan.ll By Premkumar A/c 300
300 300
Feb.1 By Balance b/d 300

Dr. Sales Return Account . Cr.
Date | Particulars J.E | Amount Rs. Date | Particulars J.E. | Amount Rs.
2003 2003

Jan.12 | To Periyasamy A/c 200 | Jan.31 By Balance c/d 200
200 200
Feb.1 | To Balance b/d 200

Dr. Periyasamy Account Cr.
Date | Particulars J.F. Amount Rs. Date Particulars J.E Amount Rs.
2003 2003

Jan.31 | To Balance c/d 200 { Jan.12 By Sales Return A/c 200
200 | 200
Feb.1 By Balance b/d 200




38

A Textbook of Financial Cost and Management Accounting

Dr. Dividend on Shares Account Cr.
Date | Particulars J.E | Amount Rs. Date | Particulars J.F. | Amount Rs.
2003 2003

Jan.31 | To Balance c/d 500 | Jan.13 | By Cash A/c 500
500 500
Feb.1 By Balance b/d 500

Dr. Rent Account Cr.
Date | Particulars J.E. | Amount Rs. Date | Particulars J.F. | Amount Rs.
2003 2003

Jan.14 | To Cash A/c 400 | Jan.31 By Balance c/d 400
400 400
Feb.1 | To Balance b/d 400

Dr. Old Furniture Account Cr.
Date | Particulars J.FE | Amount Rs. Date Particulars J.F. | Amount Rs.
2003 2003

Jan.31 | To Balance c/d 200 [ Jan.15 By Cash A/c 200
200 200
Feb.1 By Balance b/d 200
Ilustration: 9
By Solving illustration 3, Chapter 3 of “Accounting Books and Records.”
Solution:
Ledger

Dr. Capital Account Cr.
Date | Particulars J.F. | Amount Rs. Date | Particulars J.F. | Amount Rs.
2003 2003

Jan.31 | To Balance c/d 65,000 Jan.1 By Cash A/c 40,000
1 By Goods A/c 10,000

1 By Machinery A/c 10,000

1 By Fumniture A/c 5,000

65,000 65,000

Aprl.1 By Balance b/d 65,000




Accounting Books and Records

39

Dr. Bank Account Cr.
Date | Particulars J.F. Amount Rs. Date Particulars J.F, Amount Rs.
2003 2003
Jan.1 | To Capital A/c 40,000 Jan.2 By Buildings A/c 5,000

3 | To Sales A/c 6,300 4 By Purchase A/c 5,700
6 | To Bank A/c 800 7 By Freight A/c 500
8 | To Share Capital A/c 970 10 | By Anderson A/c 1,500
12 | By Rent A/c 400
12 | By Salaries A/c 1,000 -
31 By Balance c/d 33,970
48,070 48,070
Feb.1 | To Balance b/d 33,970 '

Dr. Goods Account Cr.
Date | Particulars J.F. Amount Rs. Date Particulars J.F, Amount Rs.
2003 2003
Jan.l | To Capital Alc 10,000 | Jan.31 By Balance c/d 10,000

10,000 10,000
Feb.1 | To Balance b/d 10,000

Dr. Machinery Account Cr.
Date | Particulars J.E Amount Rs. Date Particulars J.E, Amount Rs.
2003 2003 ‘

Jan.1 | To Capital A/c 10,000 | Jan.19 By Depreciation A/c 1,000
31 | By Balance ¢/d 9,000
10,000 10,000

Feb.1 | To Balance b/d 9,000

Dr. Furniture Account Cr.
Date | Particulars J.E Amount Rs. Date Particulars J.F. Amount Rs.
2003 2003
Jan.1 | To Capital A/c 5,000 | Jan.31 By Balance c/d 5,000

5,000 5,000 -
Feb.l | To Balance b/d 5,000 )

Dr. Buildings Account Cr.
Date | Particulars J.E Amount Rs. Date Particulars J.F, Amount Rs.
2003 2003
Jan.1 | To Cash A/c 5,000 | Jan.31 By Balance c¢/d 5,000

5,000 5,000
Feb.1 | To Balance b/d 5,000
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Dr. Discount Account Cr.
Date | Particulars J.E | Amount Rs. Date | Particulars J.FE. | Amount Rs.
2003 2003
Jan.3 | To Sales Alc 700 | Jan4 | By Purchases A/c 300

15 | By Murugan A/c 250 31 | By Balance c/d 150
700 700
Feb.1 | To Balance b/d 150

Dr. Sales Account Cr.
Date | Particulars J.E |. Amount Rs. Date | Particulars J.F. | Amount Rs.
2003 2003

Jan.31 | To Balance c/d 11,500 { Jan3 | By Cash A/c 6,300
3 | By Discount A/c 700

5 By William A/c 2,500

‘ 20 | By Balu A/c 2,000

11,500 11,500

Feb.1 By Balance b/d 11,500

Dr. Purchases Account Cr.
Date | Particulars J.E | Amount Rs. Date | Particulars J.F. | Amount Rs.
2003 2003
Jan4 | To Cash A/c 5,700 | Jan.31 By Balance c/d 6,000

4 | To Discount A/c 300 |
6,000 6,000
Feb.1 | To Balance b/d 6,000

Dr. William Account Cr.
Date | Particulars J.F. | Amount Rs. Date Particulars J.F. | Amount Rs.
2003 2003
Jan.5 | To Sales A/c 2,500 | Jan.31 | By Balance c/d 2,500

2,500 2,500
Feb.1 | To Balance b/d 2,500

Dr. Bank Account Cr.
Date | Particulars J.E. | Amount Rs. Date | Particulars J.F. | Amount Rs.
2003 2003

Jan. 9 | To Vijay A/e 5000] Jan6 | By Cash Alc 800
14 | To Dividend A/c 300 11 | By Drawings Afc 500
16 | To Interest on ]_ 15 | By Murugan A/c 1,000
Investment A/c 1,500 31 By Balance c/d 4,500
6,800 6,800

Feb.1 | To Balance b/d 4,500
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Dr. Freight Account Cr.
Date | Particulars J.E. | Amount Rs. Date | Particulars J.F. | Amount Rs.
2003 2003
Jan.7 | To Cash A/c’ 500 { Jan3! | By Balance c/d 500
500 500
Feb.1 | To Balance b/d 500
Dr. Share Capital Account Cr.
Date | Particulars J.E | Amount Rs. Date | Particulars IE | Amount Rs.
2003 2003
Jan.31 | To Balance c/d 970 | Jan.31 By Cash Alc 970
970 970
Feb.1 By Balance b/d 970
Dr. Vijay Account Cr.
Date | Particulars J.E. | Amount Rs. Date | Particulars J.F. | Amount Rs.
2003 2003
Jan.31 | To Balance c/d 5,000 | Jan9 | By Bank A/c 5,000
5,000 5,000
Feb.l | By Balance b/d 5,000
Dr. Anderson Account Cr.
Date | Particulars J.F. | Amount Rs. Date | Particulars J.F. | Amount Rs. )
2003 2003
Jan.10 | To Cash Alc 1,500 | Jan.31 By Balance c/d 1,500
1,500 1,500
Feb.1 | To Balance b/d 1,500
Dr. Drawiﬁgs Account Cr.
Date | Particulars JE | AmountRs.| Date | Particulars J.E | Amount Rs.
2003 2003
Jan.11 | To Bank A/c 5001 Jan.31 By Balance c/d 500
500 500
Feb.1 | To Balance b/d 500
Dr. Rent Account Cr.
Date | Particulars J.E. | Amount Rs. Date | Particulars J.E | Amount Rs.
2003 2003
Jan.12 | To Cash A/c 400 | JanJ31 By Balance c¢/d 400
400 [ a0
Feb.1 | To Balance b/d 400
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Dr. Salaries Account Cr.
Date | Particulars J.E, Amount Rs. Date Particulars J.E | Amount Rs.
2003 2003
Jan.12 | Te Cash A/c 1,000 | Jan.3! By Balance c/d 1,000
1,000 1,000
Feb.1 | To Balance b/d 1,000
Dr. Dividend Account Cr.
' Date | Particulars J.E Amount Rs. Date Particulars J.E, Amount Rs.
2003 2003
Jan.31 | To Balance c/d 300 | Jan.14 | By Bank A/c 300
' 300 300
Feb.1 By Balance b/d 300
Dr. Murugan Account Cr.
Date | Particulars J.F Amount Rs. Date Particulars J.F. Amount Rs.
2003 2003
Jan.15 | To Bank A/c 1,000 | Jan.31 By Balance c/d 1,250
' 15 | To Discount A/c 250
1,250 1,250
Feb.1 | To Balance b/d 1,250
Dr. Interest on Investment Account Cr.
Date | Particulars J.E Amount Rs. Date Particulars J.F, Amount Rs.
2003 2003
Jan.31 | To Balance c/d 1,500 1 Jan.16 | By Bank A/c 1,500
' 1,500 1,500
Feb.1 By Balance b/d 1,500
Dr. ) Depreciation Account Cr.
Date | Particulars J.F. Amount Rs. Date Particulars J.E Amount Rs.
2003 2003
Jan.19 | To Machinery A/c 1,000 ; Jan.31 By Balance c/d 1,000
. 1,000 1,000
Feb.l | To Balance b/d 1,000
Dr. Balu Account Cr.
Date | Particulars J.F. | Amount Rs. Date Particulars J.F, Amount Rs.
2003 2003
Jan.20 | To Sales A/c 2,000 | Jan.31 By Balance c¢/d 2,000
2,000 2,000
Feb.l | To Balance b/d 2,000
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QUESTIONS

L.
2.

KX

What do you understand by Ledger?
Draw a specimen ruling of ledger. Explain it briefly.
What are the differences between Journal and Ledger?

PRACTICAL PROBLEMS

@

@

3

Record the following transactions in the Ledger of Mrs. Pandey & Co.:
2003

Jan.

From the following transactions, you are required to prepare Journal and Ledger Account of Ram & Co.:

Enter the following transactions in a Ledger Account of Ramesh & Co.:

2003
Jan.

Commensed business with cash
Purchased Machinery

Purchased goods on credit from Ram
Purchased goods for cash

Sold goods for cash

Goods purchased from Ramesh
Goods Return to Ram

Goods Sold to Murugan

Goods returned by Murugan

Draw cash from bank for office use
Draw cash from bank for private use
Purchased furniture

Paid for office rent

Paid for Salaries

Paid for Advertisement

Sold goods of Rs. 35,000 less 10% discount

Paid into Bank

Purchased Furniture for cash
Deposited into Bank

Purchased goods from Rahul

Sold goods on credit to Siva

Cash Sales

Cash Purchases

Amount withdrawn from Bank for office use
Paid insurance premium

Dividend paid by cheque

Dividend received

Paid rent

Paid salaries to office staff

Draw cash from bank for personat use
Goods returned from Siva

Goods returned to Rahut

Paid for Advertisement

Started business with Rs. 50,000 and paid into Bank Rs. 25,000

Sold goods for cash Rs. 20,000
Brought Furniture for Rs. 7.000

Purchased goods from Pandey & Co. Rs. 15,000

Withdrawn Rs. 700 from bank for office use
Sold goods to Jain & Co. Rs. 10,000

Paid Salaries Rs. 20,000

Paid Telephone charges of Rs. 1,000

Paid into Bank Rs. 5,000

Sold goods to Mrs. Gowda & Co. on Credit for Rs. 15,000 less 10% discount

Rs.

4,00,000

50,000
20,000
20,000
10,000
10,000
1,000
30,000
500
2,000
5,000
10,000
4,000
30,000
4,000

Rs.
50,000
10,000
15,000

5,000
7,000
9,000
15,000
3,000
5,000
2,000
5,000
1,500
15,000
4,000
300
200
1,000

43
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21 Goods returned from Pandey Rs. 500

25 Received cash from Jain & Co. Rs. 5,500 discount allowed Rs. 250
27 Withdrawn Rs. 1,500 from bank for personal use

31 Paid for advertisement Rs. 2,000

(4)  From the following transactions, you are required to prepare Journal and Ledger Account of Mrs. Sam & Co.:

2003
Jan. 1 Started business with cash Rs. 2,00,000
1 Paid into Bank Rs. 50,000
2 Goods sold to Ramesh for Rs. 10,000 less 10% trade discount
4  Furniture purchased for cash Rs. 25,000
7 Withdrawn from bank for personal use Rs. 2,000
9 Machinery Purchased for cash Rs. 30,000
11  Goods sold to Ram on credit for Rs. 8,000
13 Good sold for cash Rs. 10,000
15 Purchased goods from Reddy & Co. Rs. 20,000
17 Goods returned from Reddy & Co. Rs. 1,000
20 Goods returned to Gupta Rs. 500
23 Cash paid to Reddy & Co. for full settlement of his account Rs. 15,000
25 Withdrawn cash from bank for office use Rs. 3,000
27 Paid telephone rent Rs. 1,500
27 Paid salaries to office staff Rs. 25,000
29 Cash received from John & Co. Rs. 8,000 and discount allowed to him Rs. 100
31 Goods sold for cash Rs. 5,000

(5) From the following transactions, you are required to prepare Journal and Ledger Account in the books of Hari Prasad
& Co.:

2003

Jan. 1 Business started with cash Rs. 3,00,000
1 Cash paid into Bank Rs. 25,000
1 Purchased Furniture Rs. 5,000
2 Machinery purchased from Krisha on credit for Rs. 10,000
3 Goods sold for cash Rs. 10,000
5 Goods sold to Murugan less trade discount of 10% for Rs. 20,000
7 Goods purchased from Ramesh for Rs. 5,000 at 10% trade discount
9 Goods returned from Murugan for Rs. 500

11  Goods returned to Ramesh for Rs. 3,000
14 Paid for Advertisement Rs. 2,000

15 Withdrawn Rs.4,000 from bank for office use

17 Goods purchased for cash Rs. 5,000

19 Paid salaries to office staff Rs, 18,000

21 Goods sold for cash Rs. 10,000

23 Paid interest Rs. 1,500

25 Dividend received Rs. 3,400

27 Withdrawn cash from bank for personal use for Rs. 1,400

29 Cash paid to Ramesh in full settlement of his account for Rs. 5,000

30 Deposited cash into bank Rs. 3,000

31 Sold goods to Karthik on credit for Rs. 5,000

TRIAL BALANCE
Meaning

To ensure the proof of completion and arithmetical correctness of the books of account, it is essential
to prepare the trial balance. In the first stage of accounting all business transactions are recorded in Journal
or Subsidiary Books. Then they are transferred to ledger by posting to relevant accounts. The fundamental
principle of double entry system of accounting is that for every debit, there must be a corresponding and
equal credit. Therefore, when all the accounts of a concern are thus balanced in the ledger at the end of the
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period, a statement is prepared to show the list of debit balances on one side and credit balances on the
other side. This list so prepared is called as “Trial Balance.” Accordingly the total of the debit side of trial
balance must be equal to that of its credit side.

Objectives of Trial Balance
The following are the important objectives of preparing the Trial Balance:
(1) To ensure the arithmetical correctness of the book of accounts.

(2) It is the statement that shows a summary of all business transactions recorded in the ledger
accounts and reveals the net position at glance.

(3) To ensure that the preparation of Journal and Ledger are based on the principles of double entry
system.

(4) To have a basis for preparation of income statements such as Trading, Profit and Loss
Accounts.

Errors Not Disclosed by Trial Balance

The statement of Trial Balance is not a final and conclusive proof of the complete correctness of
books. This is because, there are certain errors in the books of accounts which may be committed while
recording, classifying or summarizing the financial transactions which are not disclosed by the trial
balance. The following are some of the errors which will not affect the agreement of Trial Balance:

Classification of Errors
Errors can be classified on the basis of its nature :
I.  Errors of Omission.
II.  Errors of Commission.
III.  Errors of Principles.
IV. Compensating Errors,

I. Errors of Omission : Errors of Omission refers to recording the transaction which is completely
omitted in the books of journal or subsidiary books. Therefore errors are not disclosed by trial balance due
to the transactions not being recorded and omitted in the book of original entry.

IL. Errors of Commission : Errors of Commission may be occurred by wrong recording in the books
of original entry. The committed errors arise due to the negligence of the Accountant while recording,
totaling, carrying forward and balancing the accounting process. Therefore errors not disclosed by Trial
Balance due to the errors committed by the negligence of the Accountants. The errors of commission may
arise due to the following ways :

(1) Entering the wrong amount to the correct side of correct subsidiary books
(2) Entering the correct amount to the wrong side of correct subsidiary books
(3) Entering the correct amount to the correct side of wrong subsidiary books
(4) Posting wrong amount to the correct side of the accounts
(5) Posting correct amount to the wrong side of the accounts

(6) Posting to the correct side of the account but making double posting.
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III. Errors of Principles : Transactions are recorded on the basis of the fundamental principles of
double entry system of accounting. Errors of principles arise due to ignorance of the principles of
accounting. Such errors do not affect the agreement of trial balance. The errors of principles occur due to
the following ways :

(1) Errors committed due to inability to properly allocate between revenue and capital items.

(2) Errors committed due to inability to make the difference between capital expenditure and
revenue expenditure.

(3) Errors committed due to inability to make the difference between productive expenses and
unproductive expenses. '

IV. Compensating Errors : Compensating errors refer to those errors which are compensated by
each other. In other words, the effect of one error is compensated by the other. Such errors which do not
affect the agreement of the trial balance. For example, if wage paid Rs. 1,000 is debited in the Wage
Account at Rs. 1,500 and dividend received Rs. 1,500 is credited in the Dividend Account at Rs. 2,000, the
excess debit in Wage Account is compensated by an excess credit of Rs. 500 in Dividend Account.

Errors Disclosed by Trial Balance

A Trial Balance disclosed any errors due to affect the one side of account. The following are the
examples of errors disclosed by the trial balance :

(a) Errors committed in casting the books of subsidiary books.

(b) Errors committed in carrying forward the total amount from one page to another.

(c) Errors committed during posting from the books of journal or subsidiary books to ledger.
(d) Errors committed in balancing the ledger accounts.

(e) Errors committed during prepafation of debtors’ and creditors’ list of accounts.

(f) Errors committed due to ignorance in carrying forward a balance of an account to the Trial
Balance.

Location of Errors

If the trial balance disagrees, it is essential to find out errors before proceeding further. The
following is the usual procedure adopted to find out the errors :

(1) Check the total of two side of the trial balance once again.

(2) Divide the difference of the two sides of the trial balance by two and find out whether there
appears an entry for the same amount either sides of the trial balance. It is possible that a
balance may have been recorded in the wrong side of the trial balance thus resulting in the
difference of double the amount.

(3) If the mistake is not located by the first step then divide difference by 9. If the difference is
evenly divisible by 9, the error can be an error of transposition of figure. For example, if Rs.
816 is written as Rs. 618 the difference is Rs. 198, and Rs. 198 is evenly divisible by 9. Thus,
it can be concluded that where the difference is divisible by 9 there can be a possibility of this
type of error.

(4) Check the list of total balances of all debtors and creditors to find out the errors.

(5) Check whether balances of cash and balances of bank have been taken in the trial balance or not.
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(6) Check the totals of different ledger accounts and carry forward to trial balances.
(7) See the casting and carrying forward of subsidiary books.
(8) Check the posting from the subsidiary books to ledger.

Suspense Account

If the efforts are not to locate the errors, the difference of the trial balance is temporarily transferred
to the Suspense Account. This is made because, the preparation of financial statements cannot be delayed
further. In Suspense Account all those errors can be rectified only by making suitable journal entries.

Methods of Preparation of Trial Balance
The following are the two methods of preparing the Trial Balance :
I. Total Method.
II. Balance Method.

I. Total Method: Under this method, the total of debits and credits of all accounts are shown in the
respective debit and credit side of the trial balance.

IL. Balance Method: In this method, only balance of each account of ledger is recorded in trial
balance. In other words, all the list of debit balances recorded in one column and the list of credit balances
recorded in the other. Of the two methods, this method is very widely used in practice.

Specimen Ruling of Trial Balance
The following is the specimen ruling of Trial Balance:
Trial Balance as on Mrs. I. M. Pandey’s Book
S. No. Name of Accounts L.F | Debit Balance Rs. Credit Balance Rs.

Illustration: 10

From the accounts prepared in illustration 7, of Chapter 3 [Accounting Books and Records], you are
required to prepare a Trial Balance :
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Solution:
Trial Balance as on 30" April 2003 (Rs. in Lakhs)
S. No. Name of Accounts L.F | Debit Balance Rs. Credit Balance Rs.
1 Capital Account - 4,500
2 Cash Account 1,242
3 Bank Account 1,400
4 Purchase Account 1,500
5 Furniture Account 500
6 Sales Account _ 1,250
7 Thomas Account 100 _
8 Return Outwards Account _ 100
9 Rosy Account 600 _
10 Discount Account _
11 Drawing Account 100
12 Telephone Account 40
13 Stationery Account 20
14 Rent Account 100
15 Salaries Account 250
Total 5,852 5,852

INlustration: 11

From the accounts prepared in illustration 8, of Chapter 3 [Accounting Books and Records], you are
required to prepare a Trial Balance :

Solution:
Trial Balance as on Feb. 2003 (Rs in Lakhs)
S. No. Name of Accounts L.F. | Debit Balance Rs. Credit Balance Rs.
1 Machinery Account 5,500 _
2 Cash Account _ 4,500
3 Sales Account - 3,000
4 Kannan Account 1,000 _
5 Murugan Account - 700
6 Bank Account - 500
7 Salaries Account 800 _
8 Purchase of Goods Account 1,000 _
9 Discount Account - 100
10 Ramasamy Account 400 -
11 Interest Account 400 _
12 Premkumar Account 300 _
13 Purchase Return Account - 300
14 Sales Return Account 200 _
15 Periasamy Account _ 200
16 Dividend on Shares Account - 500
17 Rent Account 400 _
18 Old Furniture Account _ 200
Total 10,000 10,000
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49

From the accounts prepared in illustration 9, of Chapter 3 [Accounting Books and Records], you are

requested to prepare a Trial Balance :

Solution:

Trial Balance as on 29" Feb. 2003
S. No. Name of Accounts L.F | Debit Balance Rs. Credit Balance Rs.
1 Capital Account - 65,000
2 Cash Account 33,970 -
3 Goods Account 10,000 -
4 Machinery Account 9,000 _
5 Furniture Account 5,000 -
6 Buildings Account 5,000 _
7 Discount Account 150 _
8 Sales Account - 11,500
9 Purchase Account 6,000 _
10 William Account 2,500 _
11 Bank Account 4,500 _
12 Freight Account 500 -
13 Share Capital Account - 970
14 Vijay Account _ 5,000
15 Anderson Account 1,500 -
16 Drawings Account 500 _
17 Rent Account 400 _
18 Salaries Account 1,000 -
19 Dividend Account _ 300
20 Murugan Account 1,250 -
21 Interest on Investment _ 1,500
22 Depreciation Account 1,000 -
23 Balu Account 2,000 -
Total 84,270 84,270

Illustration: 13

Journalize the following transactions. Post in the ledger. Extract balances and prepare list of such

balances:
2003

Mar.l Jain commenced business with Rs. 80,000 cash and also brought into business furniture worth Rs. 10,000;
motor car valued for Rs. 24,000 and stock worth Rs. 40,000

Paid in to bank Rs. 76,000

—
(=N BEN SRV N N

Goods purchased from Ramesh on credit for Rs. 18,000
Goods sold to James on credit for Rs. 12,000

Brought stationery from Javier & Co. for cash Rs. 400
Goods Sold to Ram & Co. for cash Rs. 4,000

11  Paid traveling expenses to manager for Rs. 1,200

13 Withdrawn cash Rs. 2,000 from bank for personal use

15 Withdrawn from the bank Rs. 6,000 for office use

17  Issued by cheque Rs.17,600 to Ramesh in full settlement of his account
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21 Paid clearing charges Rs. 800

24 Received cheque for Rs. 12,000 from James

29 Paid Rs. 600 by cheque to owner’s house being the house rent of Jain
30 Interest credit by bank for Rs. 400

31 Bank charges Rs. 50 debited in Jain A/c

Journal

Date Particulars LF Debit Credit
Rs. Rs.

2003 Cash A/c Dr. 80,000
Mar. 1 Furniture A/c Dr. 10,000
Motor Car A/c Dr. 24,000
Stock Alc Dr. 40,000

To Jain’s Capital Alc 1,54,000
(Being Jain’s commenced business)

4 Bank A/c Dr. 76,000
To Cash A/c 76,000
(Being cash paid in to bank)
5 Purchases A/c Dr. 18,000

To Ramesh A/c 18,000
(Being goods purchased on credit )

7 James A/c Dr. 12,000
To Sales A/c 12,000
(Being goods sold on credit)

8 Stationery A/c Dr. 400
To Cash A/c 400
(Being office stationery purchased)

10 Cash A/c Dr. 4,000
To Sales A/c 4,000
(Being goods sold for cash)

11 Traveling. expenses A/c Dr. 1,200
To Cash A/c 1,200
(Being payment of traveling expenses)

13 Drawing A/c Dr. 2,000
To Bank A/c 2,000
(Being amount withdrawn for personal use)

15 Cash A/c Dr. 6,000
To Bank A/c ' 6,000
(Being amount withdrawn for office use)

17 -Ramesh A/c Dr. 18,000
To Bank A/c 17,600
To Discount A/c ' 400
(Being received cheque in full settlement)

21 Clearing Charges A/c Dr. 800
To Cash A/c 800
(Being expenses paid)
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24 Bank A/c Dr. 12,000
To James A/c . 12,000
(Being cheque received from James)
29 Drawing A/c Dr. 600
To Bank A/c 600
(Being payment to owner’s house towards rent)
30 Bank A/c Dr. 400
To Interest Alc 400
(Being interest credited by bank)
31 Bank Charges A/c Dr. 50
To Bank Afc 50
(Being bank charges debited to Jain A/c)
Ledger
Dr. Cash Account Cr.
Date Particulars JE| Amount Date Particulars J.F. Amount
Rs. Rs.
2003 2003
Mar. 1 To Capital 80,000 Mar. 4 By Bank 76,000
” 10 To Sales 4,000 "8 By Stationery 400
” 15 To Bank 6,000 11 By Traveling
Expenses 1,200
”21 By Clearing charges 800
” 31 By Balance c/d 11,600
90,000 90,000
Aprl. 1 | To Balance b/d 11,600
Dr. Bank Account Cr.
Date Particulars J.F. '} Amount Rs. Date Particulars J.F. | Amount Rs.
2003 2003
Mar. 4 To Cash 76,000 Mar. 13 | By Drawings 2,000
" 24 To James 12,000 ” 15 By Cash 6,000
” 30 To Interest 400 ” 17 By Ramesh 17,600
" 29 By Drawings 600
” 31 By Bank charges 50
” 31 By Balance c/d 62,150
88,400 88,400
Aprl. 1 | To Balance b/d 62,150
Dr. Purchase Account Cr.
Date Particulars J.F. | Amount Rs. Date Particulars J.F. | Amount Rs.
2003 2003
Mar. 5 To Ramesh 18,000 Mar. 31 By Balance c/d 18,000
18,000 18,000
Aprl. 1 | To Balance b/d 18,000
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Dr. Sales Account Cr.
Date Particulars J.F. | Amount Rs. Date Particulars J.F. | Amount Rs.
2003 2003
Mar. 31 | To Balance c¢/d 16,000 Mar. 7 By James 12,000
”10 By Ram & Co 4,000
16,000 16,000
Aprl. 1 By Balance b/d 16,000
Dr. Ramesh Account Cr.
Date Particulars J.F. | Amount Rs. Date Particulars J.F. | Amount Rs.
2003 2003
Mar. 31 | To Bank 17,600 Mar. 5 By Purchases 18,000
” 17 | To Discount . 400
18,000 18,000
Dr. Jain’s Capital Account Cr.
Date Particulars J.F. | Amount Rs. Date Particulars J.FE. | Amount Rs.
2003 2003
Mar. 31 | To Balance c/d 1,54,000 Mar. 1 By Cash 80,000
” o1 By Furniture 10,000
” o1 By Motor car 24,000
. » o1 By Stock 40,000
1,54,000 1,54,000
Aprl. 1 By Balance b/d 1,54,000
Dr. Furniture Account Cr.
Date Particulars J.E. | Amount Rs. Date Particulars J.F. | Amount Rs.
2003 2003
Mar. 1 To Capital . 10,000 Mar. 31 By Balance c/d 10,000
10,000 10,000
Aprl. 1 | To Balance b/d 10,000
Dr. Motor Car Account Cr.
Date Particulars J.F. | Amount Rs. Date Particulars J.F. | Amount Rs.
2003 2003
Mar. 1 To Capital 24,000 Mar. 31 By Balance c/d 24,000
24,000 24,000
Aprl. 1 | To Balance b/d 24,000
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Dr. Stock Account Cr.
Date Particulars J.F. | Amount Rs. Date Particulars J.F. | Amount Rs.
2003 2003
Mar. 1 To Capital A/c 40,000 Mar. 31 By Balance c/d 40,000
40,000 40,000
Aprl. 1 | To Balance b/d 40,000
Dr. James Account Cr.
Date Particulars J.E | Amount Rs. Date Particulars J.E | Amount Rs.
2003 2003
Mar. 7 To Sales 12,000 Mar. 24 By Bank 12,000
12,000 12,000
Dr. Stationery Account Cr.
Date Particulars J.E | Amount Rs. Date Particulars J.E | Amount Rs.
2003 2003
Mar. 8 To Cash 400 Mar. 31 By Balance c/d 400
400 - 400
Aprl.l To Balance b/d 400
Dr. Traveling Expenses Account Cr.
Date Particulars J.F. | Amount Rs. Date Particulars J.F. | Amount Rs.
2003 2003
Mar. 11 To Cash 1,200 Mar. 31 By Balance c¢/d 1,200
1,200 1,200
Aprl. 1 | To Balance b/d 1,200
Dr. Drawing Account Cr.
Date Particulars J.F. | Amount Rs. Date Particulars J.FE. | Amount Rs.
2003 2003
Mar. 13} To Bank 2,000 Mar. 31 By Balance c/d 2,600
”29 To Bank 600
2,600 2,600
Aprl. 1 To Balance b/d 2,600
Dr. Discount Account Cr.
Date Particulars J.F. | Amount Rs. Date Particulars J.F. | Amount Rs.
2003 2003
Mar. 31 | To Balance c/d 400 Mar. 17 | By Ramesh 400
400 400
Aprl. 1 By Balance b/d 400
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Dr. Clearing Charges Account Cr.
Date Particulars J.F. | Amount Rs. Date Particulars J.F | Amount Rs.
2003 2003
Mar. 21 | To Cash 800 Mar. 31 By Balance c/d 800
. 800 800
Aprl. 1 | To Balance b/d 800
Dr. Interest Account Cr.
Date Particulars J.F. | Amount Rs. Date Particulars J.F. | Amount Rs.
2003 2003
Mar. 31 | To Balance c/d 400 Mar. 30 By Bank 400
400 400
Aprl. 1 By Balance b/d 400
Dr. Bank Charges Account Cr.
Date Particulars J.E. | Amount Rs. Date Particulars J.F. | Amount Rs.
2003 2003
Mar. 31 | To Bank 50 Mar. 31 By Balance c¢/d 50
50 50
Aprl. 1 By Balance b/d 50
Trial Balance
Name of Accounts Debit Balance Credit Balance
Rs. Rs.
Cash Account 11,600 —
Bank Account 62,150 —
Purchases Account 18,000 —
Sales Account —_— 16,000
Jain’s Capital Account — 1,54,000
Furniture Account 10,000 —
Motor Car Account 24,000 —
Stock Account 40,000 —
Stationery Account 400 —
Traveling Expenses Account 1,200 —_
Drawing Account 2,600 —
Discount Account — 400
Clearing Charges Account 800 —
Interest Account — 400
Bank Charges Account 50 —
1,70,800 1,70,800
QUESTIONS

What is a Trial Balance?

Al Pl ol

What are the important objectives of Trial Balance?
Explain the errors which are disclosed by the Trial Balance.
Discuss the classification of Errors.
What do you meant by Suspense Account?
What are the procedures adopted for locating errors?
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7.  Explain the methods of preparation of Trial Balance.
8.  Explain the errors disclosed by Trial Balance.
9.  Write short notes on :

(a) Errors of Commission
{b) Errors of Principles
(c) Suspense Account

PRACTICAL PROBLEMS
(1)  From the following incorrect Trial Balance of Gupta & Co., you are required to prepare a correct Trial Balance :
Name of Accounts Dr. Rs. Cr. Rs.
Sales 5,00,000 -
Sales Return 10,000 -
Purchases - 3,00,000
Purchase Return - 5,000
Sundry Debtors 4,00,000 -
Sundry Creditors 1,50,000 -
Fixed Assets _ 2,50,000
Opening Stock 1,50,000
Closing Stock 2,00,000 _
Capital _ 4,70,000
Operating Expenses 1,00,000 _
General Reserve _ 1,00,000
Outstanding Expenses _ 10,000
Cash at Bank - 25,000
Suspense Account - 50,000
Total 13,60,000 13,60,000

{Ans : Total Trial Balance Rs. 12,35,000]

(2)  From the following wrong trial balance of Mrs. Sharma & Co., you are required to prepare a correct Trial Balance:

Name of Accounts Dr. Rs. Cr. Rs.
Sales - 42,000
Purchase 1,76,000 _
Stock - 4,00,000
Furniture 40,000 -
Buildings 2,00,000 -
Cash in hand - 11,600
Interest 4,000 -
Bank A/c 5,00,000 -
Plant - 1,06,000
Kumar 20,000 -
Capital 40,000 -
Govind’s Loan A/c - 2,00,000
Ramesh A/c _ 1,00,000
Bad Debits 6,000 _
Discount Account - 7,600
Jain A/c - 1,00,000
Salary 40,000 -
Drawings 4,000 -
Interest on Loan 10,000 _
Total 10,40,000 9,67,200

(3) From the following information, you are required to prepare a Trial Balance of M & S & Co.:

Rs.
Purchases 35,400
Purchase Return 550

Sales 64,000
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Sales Return 500
Opening Stock 23,500
Manufacturing Expenses 1,250
Salaries 4,750
Interest paid 2,300
Dividend paid 50
Discount received 2,000
Rent and Rates 1,000
Tax paid 1,750
Bank Overdraft 3,000
Cash in hand 6,700
Sundry Debtors 25,000
Bills Payable 2,000
Bills Receivable 2,600
Drawings 3,000
Machinery 2,250
Debenture 5,000
Capital 12,000
Sundry Creditors 21,500

[Ans : Total of Trial Balance Rs. 2,20,100}
(4)  The following balances are extracted from the books Patel & Co. as on 31* December 2003.

Rs. Rs.

Capital 1,00,000 Salaries 25,000
Drawings 25,000 Rent 10,000
Purchases 4,50,000 Taxes 1,500
Sales 6,50,000 Insurance 3,000
Return Inwards 3,500 Sundry Debtors 40,000
Return Outwards 4,500 Sundry Creditors 30,000
Carriage Inwards 5,500 Cash on hand 2,500
Carriage Outwards 4,000 Cash at bank 12,500
Duty on Purchases 10,000 Furniture 5,000
Stock on (31.12.2003) 55,000 Land 1,02,000
Motor Van 30,000

Prepare a Trial Balance as at 31.12.2003
[Ans : Total Trial Balance of Rs.7,84,500]

(5)  Prepare the Trial Balance of Ramesh as at 31* March 2004

Rs. Rs.
Cash 3,700 Land and Buildings 2,80,000
Opening Stock 57,000 Rent Received 50,000
Debtors 32,000 Electricity 65,000
Sales 6,39,000 Bills Receivable 17,000
Wages 1,32,000 Traveling Expenses 23,000
Sundry Creditors 52,000 Insurance 36,000
Bad Debts Reserve 4,000 Purchases 1,20,000
Carriage 3,000 Purchases Returns ; 5,000
Trade Marks 53,000 Discount 3,000
Adbvertising 12,500 Bad Debts 7,000
Salaries 1,09,000 Bank 85,000
Machinery 2,89,000 Capital 5,87,200

[Ans : Trial Balance Total Rs.13,32,200]
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(6) The following trial balancé of Rajive & Co., although it adds up to the same total on both sides, is incorrect :

57

Dr. Rs. Cr. Rs.
Capital 1* Jan. 2003 8,950 —
Drawings —_— 1,050
Stock 1* Jan. 2003 3,725 —
Purchases 23,100 —_
Sales — 39,425
Wages and Salaries 6,205 —
Lighting and heating 310 —_
Equipment 3,600 —
Carriage Outward — 230
Return Inwards 105 —
Return Outwards — 290
Provision for bad debts 350 —
Discount allowed 285 —
Discount received —_ 315
Rent, Rates and Insurance L115 —_
Motor Vehicles 1,475 —
Cash in hand 110 —_
Sundry Creditors 4,925 _—
Sundry Debtors -— 13,920
Bank overdraft 975

55,230 55,230

(7) The following Trial Balance of a firm as on 31* March 2004 is not correct. Recast it correctly.

Debit Balances Credit Balances
Rs. Rs.

Debtors 65,000 Discount allowed 26,000
Purchases 3,20,000 Carriage 5.500
Wages 1,30,000 Cash in hand 4,500
Salaries 40,000 Bank Balances 60,500
Traveling Expenses 10,000 Repairs 2,100
Insurance 3,000 Sundry Expenses 1,100
Mortgage Interest 3,000 Sales 6,00.000
Buildings 80,000 Capital 2,50,000
Machinery 1,30,000 Rent & Taxes 16,500
Fumiture 15,000
Stock 54,000
Mortgage loan 70,000
Creditors 42,000
Commission earned 4,200

9,66,200 9,66,200

(8) Prepare a Trial Balance from the following balances :
Rs. Rs.

Opening Stock 1.20,000 Cash at bank 2,41,000
Machinery 3,00,000 Sundry Debtors 2,35,000
Sales 9,00,000 Wages 1,18,000
Sundry Creditors 1,88,000 Postage & Telegrams 1,000
Rent Received 27,000 Advertising 9,100
Repairs 5,500 Printing & Stationery 6,200
Salaries 60,000 Cash on hand 5,200
Purchases 5,30,000 Land & Buildings 6,50,000
General Expenses 22,000 Furniture 12,000
Capital 12,00,000

{Ans : Trial Balance Total Rs. 23,15,000}
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(9) From the following balance, prepare a Trial Balance as on December 31, 2003: -

Rs. Rs.
Capital (1.1.2003) 1,80,000 Purchases 1,60,000
Stock of goods 50,000 Plant 1,80,000
Insurance 3,000 Discount earned 2,000
Wages 80,000 Creditors 65,000
Bad Debts 3,250 Salaries 8,000
Sales 3,80,000 Debtors 56,500
Cash at bank 34,000 Rent 20,000
Returns Inwards 10,750 General Expenses 13,000
Cash in hand 6,000 Discount allowed 2,500

[Ans : Trial Balance Total Rs. 6,27,000]
Subsidiary Books (Special Journals)

In order to understand the procedure of recording transactions of business, it is necessary to consider
the special journals of each book are given below:

(1) Sales Book
(2) Purchase Book
(3) Sales Returns Book
(4) Purchase Returns Book
(5) Bills Receivable Book
(6) Bills Payable Book
(7) Cash Book :
(a) Simple Cash Book
(b) Cash Book with Discount Column
(c) Cash Book with Bank and Discount Column
(d) Petty Cash Book
These Books can be exhibited in the following chart :
Types of Subsidiary Books (Special Journals)

| ! ! ! ! ! !

Sales Purchase Sales Return Purchase Return Bills Bills Cash
Book Book Book Book Payable Receivable Book
Book Book
Simple Cash Cash Book with Cash Books with Petty Cash Book
Book Discount Column Bank and Discount

Column
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Purpose of Subsidiary Books

The following are the purpose of subsidiary books summarized as :

(1) Sales Book : To record credit sales of goods..

(2) Purchase Book : To record credit purchases of goods.

(3) Sales Return Book :  To record return outwards to suppliers.
(4) Purchase Return Book : To record return inwards from customers.
(5) Bilis Receivable Book : To record bills received.

(6) Bills Payable Book :  To record bills payable accepted.

(7) Cash Books :  To record all cash receipts and payments.

(1) Sales Book: Sales Book is also termed as “Day Book.” This book deals with recording sale of
goods on credit. In other words all credit sales are recorded in this book. Cash Sales are not recorded in
Sales Journal.

(2) Purchases Book: Purchases Book is also known as “Brought Day Book™ or “Invoice Book™ or
“Invoice Journal.” This book deals with recording purchase of goods on credit. In other words all credit
purchases are recorded in this book. The purchase of goods which are meant for resale. Cash purchase of
goods are not recorded in Purchase Books, it will be recorded in the Cash Books only.

(3) Sales Returns Book: This book is also called as “Return Inwards Book.” This book is meant for
recording transactions relating to sales return made by the customers to whom the goods have been sold on
credit. As soon as goods return from the customers a ‘Credit Notes’ sent to the customers indicating that
his account has been credited.

(4) Purchase Returns Book: It is also known as “Purchase Outward Book” or “Purchase Outward
Journal.” This book is maintained to record of transactions relating to return of purchased goods on credit.
As soon as goods are return to the supplier a “Debit Note” has been prepared and sent to the supplier
indicating that his account has been debited.

(5) Bills Receivable Book: This is otherwise termed as “Bills Receivable Journal.” This book is used
for recording the details of bills received from the customers. In other words, it is the document
acknowledge the amount of receivable from the customer or drawer.

(6) Bills Payable Book: This book is also called as “Bills Payable Journal.” It is used for recording
the details of bills accepted by the firm. In other words, it is the written proof prepared by the firm to
acknowledge the amount payable to supplier.

Illustration: 14
Enter the following transactions in the purchase book of Ravi & Co. :

2003
January | Goods purchased from Raju & Co., Mumbai on credit 100 bags rice @ Rs.200, trade discount
allowed 10%.
” 10 Bought goods from Gupta & Co., New Delhi on credit 200 bags coffee @ Rs.100, less 10% Trade
Discount.
" 30 Bought goods from Ram & Co., Bangalore on credit 100 tins of ghee @ Rs. 500 less 10% discount
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Solution:
Purchase Journal
Date Name of Suppliers L.F Debit Note Amount
2003 Raju & Co. 100 bags of rice @ 200 20,000
Jan, 1 Less : 10% Trade Discount 2,000 18,000
” 10 Gupta & Co. 200 bags coffee & 100 20,000
Less : 10% Trade Discount 2,000 18,000
" 30 Ram & Co. 100 tins of ghee @ 500 50,000
Less : 10% discount 5,000 45,000
Purchase A/c 81,000

Ilustration: 15

Record the following transactions in the Sales Day Book and post them in to the ledger :

2003
March 1 Sold to James & Co.
10 Meters Silk @ Rs.20
10 Meters Wool @ Rs.30
March 15  Sold to William & Co.
10 Meters Cotton @ Rs.100
20 Meters Velvet @ Rs.50
March 30  Sold to Ram & Co.
10 Meters Silk @ Rs.30
30 Meters Knitted @ Rs.50
Solution:
Sales Journal
Date Name of Suppliers LF | Outward Invoice No. Amount
2004 James & Co.
Mar. 1 10 Meters Silk @ Rs.20 200
10Meters Wool @ Rs.30 300
” 15 Williams & Co.
10 Meters Cotton @ Rs.100 1,000
20 Meters Velvet @ Rs.50 1,000
” 30 Ram & Co.
10 Meters Silk @ Rs.50 500
30 Meters Knitted @ Rs.50 1,500
Sales A/c 4,500
Dr. Ledger Cr.
James & Co.
Date Particulars J.F. | Amount Rs. Date Particulars J.E i Amount Rs.
2003 2003
Mar. 1 To Sales Alc 500 Mar. 31 By Balance c/d 500
500 500
Aprl. 1 To Balance b/d 500
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Dr. Williams & Co. Cr.
Date Particulars J.E. | Amount Rs. Date Particulars J.F. | Amount Rs.
2003 2003
Mar. 15| To Sales A/c 2000 Mar.31 By Balance c/d 2000
2000 2000
Aprl. 1 | To Balance b/d 2000
Dr. Ram & Co. Cr.
Date Particulars J.F. | Amount Rs. Date Particulars J.F. | Amount Rs.
2003 2003
Mar. 30 | To Sales A/c 2000 Mar. 31 By Balance c/d 2000
2000 2000
Aprl. 1 | To Balance b/d 2000
Dr. Williams & Co. Cr.
" Date Particulars J.F. | Amount Rs. Date Particulars J.F. | Amount Rs.
2003 2003 X
Mar. 31 | To Balance c/d 4500 Mar. 31 By James & Co. 500
” 15 By William & Co. 2000
” 30 By Ram & Co. 2000
4500 4500
Aprl. 1 By Balance b/d 4500

Illustration: 16

From the following transaction of M/s J. Chandra, you are required to prepare a Bills Receivable
Book and Bills Payable Book

2003
Jan. 1
-
10
21
25
26
27
30
31

Solution:

Acceptance received from Jhon payable six months after date for Rs. 13,000

7 Accepted Mary Ellen’s draft for Rs. 8,000 for 4 months
Draw a bill on Dixon for Rs. 5,000 for 6 months
Gave Ram our acceptance for Rs. 10,000 payable 6 months after date

Jhon’s acceptance for Rs. 13,000 was retired under a rebate of Rs. 200

Received a bill from Reddy for Rs. 2,000 for 2 months
Accepted a bill of Edward for Rs. 9,000 for 3 months

Accepted May Ellen’s draft Rs. 4,000 for 2 months
Drew a bill on Dixon for 4,000 for 3 months and accepted by him payable at State Bank of India, Madras.

Bills Receivable Book
Bills Payable Book



Bills Receivable Book
Bills Date of | From Whom Name of Date of Term Date of Where LE Amount Remarks
S.No Receipts Received Acceptor Bill Maturity Payable
1 2003 Jhon Self 2003 2003
Jan. 1 Jan. 1 6 Months June 4 13,000 Retired
2 ” 10 Dixon Self " 10 6 Months June 13 5,000
3 " 26 Reddy Self ” 26 2 Months March 29 2,000
4 "31 Dixon Self ” 31 13 Months May 3 SBI, Madras 4,000
24,000
Bills Payable Book
Bills Date of Name of the Name of Term When Due LF. Where Amount Remarks
S.No. Bill Drawer the Payee Payable
1 2003 2003
Jan. 7 Mary - Ellens Mary - Ellens 4 Months May - 10 8,000
2 "21 Ram Ram 6 Months July - 24 10,000
3 »27 Edward Edward 2 Months April - 30 9,000
4 ”30 Mary - Ellens Mary - Ellens 3 Months April -3 4,000
31,000

a9
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Ledger Account
Dr. Jhon Account Cr.
Date Particulars J.F. | Amount Rs. Date Particulars J.E. | Amount Rs.
2003 2003
Jan. 31 | To Balance c/d 13,000 Jan. 1 By Bills :l_
Receivable A/c 13,000
13,000 13,000
Feb. 1 By Balance b/d 13,000
Ledger A/c
Jhon A/c
Dr. Dixon Account Cr.
Date Particulars J.F. | Amount Rs. Date Particulars J.F. | Amount Rs.
2003 2003
Jan. 31 | To Balance c¢/d 9,000 Jan. 10 By Bills }
Receivable A/c 5,000
” 31 By Bills }
Receivable A/c 4,000
9,000 9,000
Feb. 1 By Balance b/d 9,000
Dr. Reddy Account Cr.
Date Particulars J.F. | Amount Rs. Date Particulars J.F. | Amount Rs.
2003 2003
Jan. 31 | To Balance c/d 2,000 Jan. 26 By Bills ]_
Receivable A/c 2,000
2,000 2,000
Feb.1 By Balance b/d 2,000
Dr. Bills Receivable Account Cr.
Date Particulars J.F. | Amount Rs. Date Particulars J.F. | Amount Rs.
2003 2003
Jan. 1 To Jhon 13,000 Jan. 31 By Balance c/d 24,000
” 10 To Dixon 5,000
” 26 To Reddy 2,000
” 31 To Dixon 4,000
24,000 24,000
Feb. 1 By Balance b/d 24,000
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Dr. Mary Ellens Account Cr.
Date Particulars J.E | Amount Rs. Date Particulars J.E. | Amount Rs.
2003 2003
Jan. 7 | To Bills Payable A/c 8,000 Jan. 31 By Balance c¢/d 12,000
” 30 | To Bills Payable A/c 4,000
12,000 12,000
Feb. 1 | By Balance b/d 12,000
Dr. Ram Account Cr.
Date Particulars J.FE. | Amount Rs. Date Particulars J.F. | Amount Rs.
2003 2003
Jan. 21 | To Bills Payable A/c 10,000 Jan.31 By Balance c/d 10,000
10,000 10,000
Feb. 1 By Balance b/d 10,000
Dr. Edward Account Cr.
Date Particulars J.E. | Amount Rs. Date Particulars J.E | Amount Rs.
2003 2003
Jan. 27 | To Bills Payable A/c 9,000 Jan, 31 By Balance c/d 9,000
9,000 9,000
Feb. 1 | To Balance B/d 9,000
Dr. Bills Payable Account Cr.
Date Particulars J.E | Amount Rs. Date Particulars J.F. | Amount Rs.
2003 2003
Jan. 31 | To Balance c/d 31,000 Jan, 7 By Mary Ellens 8,000
" 21 By Ram 10,000
” 27 By Edward 9,000
” 30 By Mary Ellens 4,000
31,000 31,000
Feb. 1 By Balance b/d 31,000
Illustration: 17

Enter the following transactions in proper subsidiary books and post in to ledger:

2003

January 1

Goods purchased from Ahuja & Co. Rs. 40,000

3 Goods sold to Sharma & Co. Rs. 20,000
5 Kumar & Co Sold Goods to us Rs. 20,000

10
15
20
22
25
27
29
3i

William purchased goods from us Rs. 14,000
Damaged goods returned by Sharma & Co. Rs. 1,600
Damaged gods returned to Ahuja & Co. Rs. 1,000
Damaged goods returned by William 1,800

Goods sold to Ravi & Co. for cash Rs.10,000
Bought goods from Jhon & Co. Rs.12,000

Damaged goods returned to James & Co. Rs.2000
Goods sold to Ram & Co. Rs.12,000
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Solution:
Purchases Book
Date Name of suppliers LF. Inward Invoice No. Amount Rs.
2003
Jan, 1 Ahuja & Co. 40,000
* 5 Kumar & Co. 20,000
» 27 Jhon & Co. 12,000
72,000
Sales Book
Date ‘Name of Customers L.F. Qutward Invoice No. Amount Rs.
2003
Jan. 3 Sharma & Co. 20,000
” 10 14,000
” 25 Ravi & Co. 10,000
” 31 Ram & Co. 12,000
56,000
Purchases Return Book
Date Name of Suppliers LFE Debit Note No. Amount Rs.
2003
Jan. 20 Ahuja & Co. 1,000
”29 James & Co. 2,000
3,000
Sales Return Book
Date Name of Customers LFE Credit Note No. Amount Rs.
2003
Jan. 15 Sharma & Co. 1,600
”22 William & Co. 1,800
3,400
Ledger
Dr. Ahuja & Co. Account Cr.
Date Particulars J.F. | Amount Rs. Date - Particulars J.F. | Amount Rs.
2003 2003
Jan, 20 | To Purchase Return 1,000 Jan. 31 By Purchases 40,000
” 31 To Balance c/d 39,000 g
40,000 40,000
Feb. 1 By Balance b/d 39,000
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Dr. Kumar & Co. Account Cr.
Date Particulars J.E | Amount Rs. Date Particulars J.E | Amount Rs.
2003 2003
Jan. 31 To Balance c/d 20,000 Jan. 31 By Purchases 20,000
20,000 20,000
Feb. 1 By Balance b/d 20,000
Dr. Jhon & Co. Account Cr.
Date Particulars J.E. | Amount Rs. Date Particulars J.F.| Amount Rs.
2003 2003
Jan, 31 To Balance c/d 12,000 Jan. 27 By Purchases 12,000
12,000 20,000
2003
Feb. 1 By Balance b/d 12,000
Dr. Purchases Account Cr.
Date Particulars J.E.| Amount Rs. Date Particulars J.E | Amount Rs.
2003 2003
Jan. 1 To Ahuja & Co 40,000 Jan. 31 By Balance c/d 72,000
"5 To Kumar & Co 20,000
" 27 To Jhon & Co 12,000
72,000 72,000
Feb. 1 To Balance b/d 72,000
Dr. Sharma & Co. Account Cr.
Date Particulars J.FE. | Amount Rs. Date Particulars J.F. | Amount Rs.
2003 *~ 2003
Jan. 3 To Sales 20,000 Jan. 15 By Sales Return 1,600
” 31 By Balance c/d 18,400
20,000 20,000
Feb. 1 To Balance b/d 18,400
Dr. William Account Cr.
Date Particulars J.F. | Amount Rs. Date Particulars J.F. | Amount Rs.
2003 2003
Jan. 10 | To Sales 14,000 Jan. 22 By Sales Return 1,800
” 31 By Balance c/d ‘ 12,200
14,000 14,000
Feb. 1 To Balance b/d 12,200
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Dr. Ravi & Co. Account Cr.
Date Particulars J.E. | Amount Rs. Date Particulars J.F. | Amount Rs.
2003 2003
Jan. 25 To Ravi & Co. 10,000 Jan. 31 By Balance c/d 10,000
10,000 10,000
Feb. 1 To Balance b/d 10,000
Dr. Sales Account Cr.
Date Particulars J.F. | Amount Rs. Date Particulars J.F. | Amount Rs.
2003 2003
Jan. 31 | To Ram & Co. 12,000 Jan, 31 By Balance c/d 12,000
12,000 12,000
Feb. 1 To Balance b/d 12,000
Dr. Sales Account Cr.
Date Particulars J.E.{ Amount Rs. Date Particulars J.F.| Amount Rs.
2003 2003
Jan. 31 { To Balance ¢/d 56,000 Jan. 3 By Sharma & Co. 20,000
" 10 By William 14,000
” 25 By Ravi & Co. 10,000
" 31 By Ram & Co. 12,000
56,000 56,000
Feb. 1 By Balance b/d 56,000
Dr. James & Co. Account Cr.
Date Particulars J.F. | Amount Rs. Date Particulars' J.F. | Amount Rs.
2003 2003
Jan. 31 To Purchase Return 2,000 Jan. 31 By Balance c/d 2,000
2,000 2,000
Feb. 1 To Balance b/d 2,000
Dr. Purchase Return A/c Cr.
Date Particulars J.E | Amount Rs. Date Particulars J.E-1 Amount Rs.
2003 2003
Jan. 31 | To Balance c/d 3,000 Jan. 20 By Ahuja & Co. 1,000
” 29 By James & Co. 2,000
3,000 3,000
Feb. 1 To Balance b/d 3,000
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Dr. Sales Return A/c Cr.
Date Particulars J.F.| Amount Rs. Date Particulars J.F. | Amount Rs.
2003 2003
Jan. 15 | To Sharma & Co. 1,600 Jan. 31 By Balance c¢/d 3,400
”o22 To William & Co. 1,800
3,400 3,400
Feb. 1 To Balance b/d 3,400

INustration: 18

From the following transactions, you are required to enter in the related subsidiary books and post
them in the ledger :

2003
March 1  Purchase of goods from Sharma Rs. 2,000

2 - Sold goods to Varma Rs. 5,000
3 Goods return to Sharma Rs. 200
4  Sold goods to Murugan Rs. 10,000
5  Goods return by Varma Rs. 400

16  Goods return by Murugan Rs. 200

28  Goods Purchased from Aravind Rs. 4,000

30 Sold goods to Mahesh Rs. 7,000

Solution:
Purchases Book
Date Name of Suppliers L.F. Inward Invoice No. Amount Rs.
2003
March 1 Sharma e 2,000
28 Aravind RN 4,000
6,000
Sales Book
Date Name of Customers L.F. Outward Invoice No. Amount Rs.
2003
March 1 Varma ces 5,000
4 Murugan v 10,000
30 Mahesh ce 7,000
22,000
Purchases Return Book
Date Name of Suppliers L.F Debit Note No. Amount Rs.
2003
March 3 Sharma . 200
200
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Sales Return Book
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Date Name of Customers L.F. Credit Note No. Amount Rs.
2003
March 5 Varma 400
16 Murugan 200
600
Ledger
Dr. Sharma Account Cr.
Date Particulars J.E | Amount Date Particulars J.E | Amount
Rs. Rs.
2003 } 1 to Purchase Return 200 2003
March 31 | To Balance c/d 1,800 { March 1 | By Purchases 2,000
2,000 2,000
Feb. 1 | By Balance b/d 1,800
Dr. Aravind Account Cr.
Date Particulars J.F | Amount Date Particulars J.F. | Amount
Rs. Rs.
2003 . 2003
March 31 | To Balance c/d 4000 Mar. 28 | By Purchases 4000
4000
4000 4000
Feb. 1 { By Balance b/d 4000
Dr. Purchase Account Cr.
Date Particulars J.F. | Amount Date Particulars J.F | Amount
Rs. Rs.
2003 2003
March 1 | To Sharma 2,000 Mar. 31 | By Balance c/d 6,000
28 | To Aravind 4,000
6,000 6,000
Feb. 1 | To Balance b/d 6,000
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Dr. Varma Account Cr.
Date Particulars J.E | Amount Date Particulars J.F | Amount
Rs. Rs.
2003 2003
Mar. 2 | To sales 5,000 Mar. 5 | By Sales Returns 400
” 31} By Balance c/d 4,600
5,000 5,000
Feb. 1 | To Balance b/d 4,600
Dr. Murugan Account Cr.
Date Particulars J.F | Amount Date Particulars J.F. | Amount
Rs. Rs.
2003 2003
March 4 | To Sales 10,000 Mar. 16 | By Sales Return 200
” 31 { By Balance c/d 9,800
_ 10,000 10,000
Feb.l1 | To Balance b/d 9,800
Dr. Mahesh Account Cr.
Date Particulars J.E | Amount Date Particulars J.E | Amount
Rs. Rs.
2003 2003
March 4 | To Sales 7,000 Mar. 31 | By Balance c/d 7,000
7,000 7,000
Feb. 1 | To Balance b/d 7,000
Dr. Sales Account Cr.
Date Particulars J.E | Amount Date Particulars J.E. | Amount
Rs. Rs.
2003 2003 \
March 2 | To Balance c/d 22,000 Mar. 31 | By Varma 5,000
31 ” 4| By Murugan 10,000
” 30 | By Mahesh 7,000
22,000 22,000
Feb. 1 | By Balance b/d 22,000
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Dr. Purchase Return Account Cr.
Date Particulars J.F | Amount Date Particulars J.E | Amount
Rs. Rs.
2003 2003
March 31 | To Balance c/d 200 Mar. 3 | By Sharma 200
' 200 200
Feb. 1 | To Balance b/d 200
Dr. Sales Return Account €x
Date Particulars J.E | Amount Date Particulars J.E. | Amount
Rs. Rs.
2003 2003
March 5 | To Varma 400 Mar. 31 | By Balance c/d 600
16 | To Murugan 200
600 600
frre——r—————i
Feb. 1 | To Balance b/d 600

(7) Cash Book : Cash Book is used for recording the transactions relating to cash receipts and cash
payments. In order to adjust the cash book according to the needs and convenience, the Cash Book has divided
into two sides for recording the cash receipts and payments. Accordingly cash receipts are recorded on one
- side (Debit Side) and cash payments are recorded on the other side (Credit Side). Thus, Cash Books is used in
practice and it services the purpose of original entry as well as a book of ledger account.

The following are the classification of Cash Book such as:
(1) Simple Cash Book (Single Column)
(2) Two Column Cash Book (Cash Book with Discount Colﬁmn)
(3) Three Column Cash Book (Cash Book with Bank and Discount Column)
(4) Petty Cash Book
(1) Simple Cash Book

This type of cash book is usually used like an ordinary cash account. It refers to recording of
transactions relating to all receipts and payments of cash during a particular period. The specimen ruling of
the Simple Column Cash Book is as follows :

Dr. Simple Cash Book (Single Column) Cr

Date | Receipts RN. | LLE | Amount Date Payment RN.|LF. Amount
Particulars Rs. Particulars Rs.
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From the above spetimen of Simple Cash Book Journal the following points can be observed :

(D
@

©)]
Q)]
&)

It has divided into two parts, i.e., Debit Side and Credit Side.

All receipts of cash are recorded in Debit Side and all payments of cash are recorded in Credit
Side of Cash Book.

L.F. - Stands for Ledger Folio, i.e., reference to Main Book
R.N. — Stands for Receipt No., i.e., reference for Receipts.

V.N. ~ Stands for Voucher No., i.e., reference for Payments

Illustration: 19

From the information given below, you are required to prepare Simple Cash Book of Mr. John :

2003
Jan. 1 Cash in hand Rs. 10,000
1  Cash paid into Bank Rs. 20,000
3 Goods purchased for cash Rs. 15,000
5 Cash received from David Rs. 10,000
7 Goods sold for cash Rs. 30,000
9 Paid for stationery Rs. 5,000
10  Paid to rent Rs. 4,000
13 Paid into Bank Rs. 15,000
15 Cash received from Govind Rs. 7,000
17  Paid for advertisement Rs. 5,000
18 Sold goods for cash Rs. 10,000
20 Dividend received Rs. 3,000
23  Paid Interest Rs. 2,000
25 Bought goods for cash Rs. 10,000
27 Cash received from Ram Rs. 15,000
31 Paid for repair charges Rs. 1,000
Solution:
Dr. Cash Book of John (Single Column) Cr.
Date | Receipts VN. | LE| Amount Date | Payment VN.| LF. Amount
Particulars Rs. Particulars Rs.
2003 2003
Jan.l | To Balance b/d 10,000 Jan.1 | By Bank 20,000
5 | To David 10,000 3| By Purchases 15,000
7 | To Sales 30,000 91 By Stationery 5,000
15 | To Govind 7,000 10| By Rent 4,000
18 | To Sales 10,000 13| By Bank 15,000
20 | To Dividend 3,000 17 | By Advertisement 5,000
27 | To Ram 15,000 23| By Interest 2,000
25| By Purchases 10,000
31| By Repair Charges 1,000
31| By Balance c/d 8,000
85,000 85,000
Feb.l } To Balance b/d 8,000
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IMustration: 20

Enter the following transactions in the cash book of James & Co.:

2003
Mar. 1 James & Co. commences business with Rs. 60,000 in cash
3 Goods purchased for cash from Pande & Co. Rs. 7,400
16 Cash Sales Rs. 9,000
25 Paid cash to Chandra & Co. Rs. 3,000
26 Paid cash for furniture Rs. 4,000
27 Paid commission Rs, 300
28  Paid salaries to office staff Rs. 500
29 Paid for Advertising Rs. 400
30 Received commission Rs. 500
31 Paid office rent Rs. 1,000

73

Solution:
Dr. Simple Cash Book Cr.
Date Particulars J.FE | Amount Date Particulars J.F. Amount
Rs. Rs.
2003 2003
Mar. 1 To Capital 60,000 Mar. 3 By Purchases 7,400
” 16 To Sales 9,000 " 25 By Chandra & Co. 3,000
” 30 To Commission 500 ” 26 By Furniture A/c 4,000
27 By Commission 300
" 29 By Salaries 500
” 29 By Advertising 400
» 31 By Office Rent 1,000
31 By Balance c/d 52,900
69,500 69,500
Aprl. 1] To Balance b/d 52,900

(2) Two Column Cash Book

It is also known as Cash Book with Discount Column. This Cash Book is meant for recording
transactions relating to all receipts and payments of cash and discount. In the two column cash book, on

each side there are two columns which are as follows :

(1) Two columns with each side:
Cash and Discount Columns with Debit Side.
Cash and Discount Columns with Credit Side.

(2) Discount Column indicates: recording all discounts allowed and received:
Debit Side: recording all discounts allowed by firm.
Credit Side: recording all discounts received by firm.

(3) Cash Column indicates : recording all cash receipts and cash payments:
Debit Side: recording all cash receipts.
Credit Side: recording all cash payments.
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FHustration: 21

-~ From the following transactions, you are required to prepare a Cash Book with Cash and Discount
Columns:

2003
March 1  Balance of cash in hand Rs. 10,000
Paid into Bank Rs. 8,000
Purchased goods and paid by cheque Rs. 2,000
Paid for advertising Rs. 100
Purchased furniture and paid by cheque Rs. 200
Received for cash sales Rs. 1,000
Received a cheque for Rs. 1,400 from Mr. M and allowed him a discount of Rs. 15
Gave a cheque for Rs. 1,700 and was allowed a discount of Rs. 20
10 Mr. R directly paid into Bank in our account Rs. 900
14 Paid into Bank Rs. 2,000
17 Withdraw for office use Rs. 100
27 Received from Mr. K by money order Rs. 95
29 Withdraw by cheque for personal use Rs. 75

WA EWLWN

Solution:
Dr. Cash Book (Double Columns) Cr.
Date Particulars L.F. | Discount|! Cash | Date Particulars L.F. | Discount { Cash
Rs. Rs. Rs. Rs.
2003 2003
Mar.1 { To Balance b/d 10,000 { Mar.2 | By Bank 8,000
6 | To Sales 1,000 31 By Purchases 2,000
7{ ToMr. M 15 1,400 4| By Advertisement 100
17 | To Bank 100 5 i By Fumiture 200
27| ToMr. K 95 8| By Bank 20 1,700
10| By Mr. R 900
31 | To Balance c/d 2,380 14} By Bank 2,000
29 | By Drawings 75
15 | 14,975 20 | 14975
Apr.l | By Balance b/d 2,380
Fhustration: 22

From the following particulars, you are required to prepare a Cash Book with Cash and Discount Col-
umms only : '

2003
Jan.l  Cash in hand Rs. 20,000
2 Paid into Bank Rs. 10,000
3 Purchase office furniture by cheque Rs. 5,000
4 Sold goods for cash Rs. 3,000
7 Paid Sharma Rs.1,000 and was allowed a discount of Rs. 60
10 Received Rs. 2,000 from cash Sales
11  Paid for cash purchases Rs. 2,840 and received Rs. 160 as discount
13 Withdrawn for personal use Rs. 2,000
20 Drawn from bank for office use Rs. 500
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25 Paid salaries in cash Rs. 500
29 Received for cash sales Rs. 1,500
31 Deposited in bank Rs. 5,000

75

Solution:
Dr. Cash Book (Double Columns) Cr.
Date Particulars L.F. | Discount|{ Cash | Date Particulars L.F. | Discount}{ Cash
Rs. Rs. Rs. Rs.
2003 2003 .
Jan.1 | To Balance b/d 20,000 | Jan.2 | By Bank 10,000
4 | To Sales 3,000 3 { By Fumiture 5,000
10 | To Sales 2,000 7 1 By Sharma 60 1,000
20 | To Bank 500 11 | By Purchases 160 2,840
29 | To Sales 1,500 13 | By Drawings 2,000
25 ] By Rent 500
31 By Bank 5,000
31 | By Balance c/d 660
27,000 220 | 27,000
Feb.1 { To Balance b/d 660

Tlustration: 23

From the following transactions of Chandha & Co., you are required to prepare a Double Column

Cash Book :
2003

Mar.l  Balances of cash in hand Rs. 3,200

4 Paid to Srivastava (discount allowed Rs. 40) Rs. 1,460

6 Goods sold to Ram for cash Rs. 800
8 Brought furniture for cash Rs. 3,000

10  Sale of old newspapers Rs. 40
12 Received cash from Basu & Co. in full settlement of his debt Rs. 1,200 (Rs. 1,140)
13 Received cash from Shukla & Co. (discount allowed Rs. 30) Rs. 800

15 Paid Salaries to office staff Rs. 1,000

20 Received from Tandan & Co. against debt previously written off Rs. 300
25 withdraw from bank Rs. 800
31 Sale of old furniture Rs. 600

Dr. Cash Book (Double Column) Cr.
Date Particulars L.F, | Discount | Cash Date Particulars L.F. | Discount } Cash
Rs. Rs. Rs. Rs.
2003 2003
Mar.1 | To Balance b/d 3,200 Mar.4 ; By Srivastava A/c 40 1,560
"6 | To Sales A/c 800 ” 8 | By Furniture A/c 3,000
”10 | ToOld
Newspaper’s Alc 40 » 15 | By Salaries A/c 1,000
( Sales far Cash)
”12 | To Basu & Co. A/c 60 1,140 " 31 | By Balance ¢/d 3,120
”13 | To Shukla & Co. Alc 30 800
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”20 | To Bad Debts A/c 300
725 | To Bank A/c 800
(Withdrawals)
”31 | To Old Furniture A/c 600
(Sale of Old furniture)
90 7,680 40 7,680
Aprl. 1{ To Balance b/d 3,120

(3) Three Column Cash Book

Three Column Cash Book is also known as “Cash Book with Discount and Bank Column.” This
cash book has divided into three columns on each side which are as follows :

1

2

3

@

6
(6)
)]

®

®

Three Columns with Each Side:

(a) Cash, Discount and Bank Columns with Debit Side.

(b) Cash, Discount and Bank Columns with Credit Side.

Cash Column Indicates : Recording all Cash Receipts and Cash Payments.

Debit Side : Recording all Cash Receipts.

Credit Side : Recording all Cash Payments.

Discount Column Indicates : Recording all discounts allowed and discounts received.
Debit Side : Recording all discounts allowed by firm.

Credit Side : Recording all discounts received by firm.

Bank Column Indicates : Recording all deposits and withdrawals made in the bank.
Debit Side . Recording all deposits (both cash and cheque) are made in the bank.
Credit Side : Recording all withdrawals from the bank.

‘C’ — Stands for reference.

L.F. - Stands for Ledger Folio reference to main book.

Contra Entries : When the deposit is made in the bank, it is entered in debit side (receipts
side) and credited in cash column on the credit side of the cash book. Similarly, when any
amount withdrawn from bank for business purposes, it is recorded in debit side (receipts side)
of cash column and bank column is credited on the payment side. Thus, both cash column and
bank column in the cash book serves as Cash Account and Bank Account. There is no need to
post them in ledger. Such type of entry appearing on both sides of the cash book is known as
“Contra Entry.” The capital letter ‘C" is used for this purpose.

Cheque Received : When the cheque is received and it is encashed or deposited on the same
day then it is directly recorded in the transactions on the debit side of bank column without
entering in the cash column. If the cheques are received and they are encashed or deposited on
the different dates, Contra Entry will be recorded in the cash book by entering debited in bank
column and credited in cash column on the debit side of the cash book. Similarly, cheque
payments are recorded on the credit side of the bank column in cash book.

Cheques Dishonoured : When the cheque is dishonoured, it should be recorded transactions
credited in the bank column on the credit side of the cash book.
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Illustration: 24
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From the following transactions, you are required to Prepare Three Column Cash Book of Ramesh

for the month of Jan. 2003:

2003

Jan.1

Cash balance Rs. 10,000
1 Bank balance Rs. 5,000
Paid into Bank Rs. 2,000

2

3 Paid office rent by cheque Rs. 500
5 Paid Salaries Rs. 5,000
7

Goods sold for cash Rs. 10,000

8 Goods purchased by cheque Rs. 7,000

11 Deposited into bank Rs. 5,000
Goods purchased by cash Rs. 2,000

17 Withdrawn from bank for office use Rs. 500

18 Withdrawn from bank for personal use Rs. 400

20 Nancy settled her account for Rs. 4,000 by giving a cheque for Rs. 3,850
23 Received from Sharma Rs. 4,900 in full settlement of Rs. 5,000
25 Paid into bank Rs. 4,000
26  Goods purchased from Murugan for Rs. 1,500 by cheque
30 Paid telephone charges Rs. 500
Solution:
CASH BOOK OF RAMESH (Three Columns)
Date Particulars VN. |L.F| Dis- | Cash | Bank| Date Particulars V.N. | LF | Dis- | Cash | Bank
count Rs. Rs. count! Rs. Rs.
Rs. Rs.
2003 2003 ,
Jan.1 | To Balance b/d 10,000 | 5,000| Jan.2 | By Bank A/c (c) 2,000
2| To Cash Ak () 2,000 3 | By Rent 500
7| To Sales A/c 10,000 5 | By Salaries A/c 5,000
11 | To Cash (¢) 5,000 8 | By Purchase 7,000
17 | To Bank (¢c) 500 11 | By Bank Af/c (c) 5,000
20 | To Nancy A/c 150 3,850 14 | By Purchase 2,000
23 | To Sharma A/c 100 4,900 17 | By Cash A/c (c) 500
25 | To Cash A/c (c) 4,000 18 | By Drawings 400
25 | By Bank A/c (c) 4,000
26 | By Murugan 1,500
30 | By Telephone 500
500 Charges :}_ 500
31 | By Balance c/d 2,500}14,350
250 | 20,500 | 24,750 20,500|24,750
Febl | To Balance b/d 2,500 | 14,350
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IHustration: 25

Enter the following transactions in Cash Book with Bank and Discount Columns :

2003
Jan.l  Jhon commenced business with Rs. 4,500
3 Remitted in to current account with Indian Bank Rs. 3,500
5 Issued a cheque to William for acquired a building Rs. 2,500
8 Paid to Ram for office furniture by cheque Rs. 500
12 Purchased goods by cheque Rs. 400
14 Drawn Rs. 50 from bank
17 Goods sold to Kumar for Rs. 600
22 Deposits in to bank Rs. 1,000
24  Goods purchased for Rs. 500
25 Goods sold to Wilson by Cheque Rs. 750
27 Paid Rs. 50 by cheque as the premium for insuring building against fire
28 Paid office rent Rs, 25
29 Withdrew from bank for personal use Rs. 250
30 Paid wages Rs. 45

31 Paid to James Rs. 540 in full settlement by cheque we owed to James Rs. 550 for goods purchased

31 Received from Ravi & Co. a cheque for Rs.740 in full settlement of Rs. 755

Solution:
Dr. Cash Book (Three Column) Cr.
Date Particulars LF. | Dis- | Bank Cash | Date Particulars L.F. | Dis- | Bank | Cash
count | Rs. Rs. count | Rs. Rs.
Rs. Rs.
2003 2003

Jan. 1 | To Capital 4,500 | Jan.3| By Bank C 3,500

* 3| ToCash C 3,500 " 5| By Building 2,500

" 14 | To Bank C 50| " 8| By Office Furniture 500

" 17 | To Sales 600 | 12| By Purchases 400

" 22 | To Cash C 1,000 " 14! By Cash C 50
" 25 | To Sales 15 750 " 22| ByBank C 1,000
" 31 | To Ravi & Co 740 " 24| By Purchases 500

” 271 By Insurance Premivm 50
" 281 By Office rent 25

” 29| By Drawings 250
" 30| By Wages 45

*31] ByJames 10 540
*31{ By Balance ¢/d 1,700 80
15 | 5,990 | 5,150 10 ] 5990{ 5,150

Feb. 1 | To Balance b/d 1,700 80

Illustration: 26

Enter the following transactions in the appropriate type of cash books :

2003

Mar.l Opening balance :

Cash in hand Rs. 15,000

Cash at Bank Rs. 20,000

Rent paid by cheque Rs. 10,000

Cash received on account of sale of merchandise Rs. 15,000

W W

10  Paid to Mahesh & Co. by cheque Rs. 10,000 and earned Rs. 1,000 as cash discount
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14  Received from Gupta & Co. by cheque Rs.10,000 and allowed him Rs. 500 as cash discount
17  Cash Sales Rs. 1,00,000

25 Good purchased for cash Rs. 75,000

31 Salaries paid to office staff Rs. 25,000

Solution :

Dr. Cash Book (Three Column) Cr.
Date Particulars LF | Dis-| Cash Bank| Date Particulars LF. | Dis- %mh Bank
count| Rs. Rs. count| Rs. Rs.
Rs. Rs.
Mar. 1 | To Capital 15,000 | 20,000| Mar. 3 | By Rent A/c 10,000
"5 | To Cash 15,000 10 | By Mahesh & Co. Alc 1,000 10,000
"14 | To Bank 10,000 ™25 | By Purchase A/c 75,000
"17 | To Sales "31 | By Salaries A/c 25,000
"22 | To Cash 500}1,00,000 "31 | By Balance c/d _}.30,000 {10,000
50011,30,000 | 30,000 1,000£1,30,000 | 30,000
Aprl. 1 | To Balance b/d 30,000 | 10,000 N
Petty Cash Book

Petty Cash Book has been designed in order to minimize the recording of numerous-transactions in
the cash book. This is also termed as “Analytical Petty Cash Book.” In a business concern many small
expenses incurred frequently relating to postage, stationery, carriage, cleaning, and travelling etc. These
small expenses are recorded and maintained in a separate cash book is known as “Petty Cash Book.”

A person who is responsible for recording and maintaining this Petty Cash Book is known as “Petty
Cashier.” Accordingly all small payments supported by vouchers or receipts are recorded in the petty cash
book during a particular period.

To ensure the more convenient and efficient method of recording petty payments, it has divided in to
separate column according to their respective heads of expenses in the petty cash book. This is used to
record the total expenses incurred under each head is debited to the concerned expenses account (Nominal
A/c) and credited to the Petty Cash Account.

Specimen Ruling of Petty Cash Book
The following is a specimen ruling of Petty Cash Book:

Dr. Petty Cash Book Dr.
Cash Date | Particulars vr. Total Postage Printing | Carriage | Traveling | Sundry
Received No | Amt. Paid | & Telegram & Expenses | Expenses

Rs. Rs. Rs. Stationery Rs. Rs. Rs.




80 A Textbook of Financial Cost and Management Accounting
IMustration: 27

Enter the following transactions in a columnar Petty Cash book of Ram & Co. The cashier MLr.
Anand started with an imprest of Rs. 250 on 1st March 2003, and was reimbursed the total amount
expected at the end of the month,

2003
March 2  Typing papers Rs. 10, Telegrams Rs. 15

3 Postage Rs. 6, Conveyance Rs. 17
5 Traveling Rs. 18, Postage Rs. 14
7 Postage Rs. 10

10 Typing Papers Rs. 7

12 Telephone Charges Rs. 10

15 Office Cleaning Rs. 8

17 Telegrams Rs. 9

19  Miscellaneous Expenses Rs. 15

20  Stationery Rs. 16

23 Conveyance Rs. 15

27 Postage Rs. 16

29 Ink and Typing Paper Rs. 10

30 Telegrams Rs. 10



Solution:
Petty Cash Book
Date | farticulars of |C.F.| Total | Date | Particulars of | V. No.| Sationery | Postage | Telegrams | Travelling | Conveyance Office | Misces. | Total
Receipts Rs. Payments Rs. Rs. Rs. Rs. Rs.| Cleaning Rs. Rs. Rs.
2003 | Cash from 2003
Mar. 1| Cashier 250 | Mar.2 | By Typing
paper & ]_
Telegram 10 15 25
3 | Postage & }
Conveyance 6 17 23
5 | Traveling & 14 18 32
Postage
7 | Postage 10 10
10 | Typing paper 7 7
12 | Telephone 10 10
Efpenses
15 | Office Cleaning 8 8
17 | Telegrams 9 9
19 | Miscellaneous 15 15
20 | Stationery 16 16
23 | Conveyance 15 15
27 | Postage 16 16
29 | Ink and Type 10 10
Paper
30 | Telegrams 10 10
250 43 56 34 18 32 8 151 206
2003
Apl.1| To balance b/d 44 By Balance c/d 44
1| T