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1 Defi neAccounting and explain its scope.

2 What aetheobjectivesd Accounting? Namethe different partiesinterested in
accounting information and state why they want it.

3 Write noteson:
. @) Advantagesof Accounting
1) Branchesd Accounting
¢) Accounting Process
. dy Typesdf Accounts

4 Briefly explain the accountingconcepts which guide the accountant at the recording
nge. '

5 _What doyou understand by Dud Aspect Concept?Explain its accounting implications.

Note: These questionswill help you to understand the unit better. Try to write
answers for them. But do not submit your answersto the University. Theseare
for your practice only.
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2.0 OBJECTIVES

" After sudying this unit you should be ableto:

e explanwhaajournd is

®*  describe how different types of transactionswill be recorded in the journal
pod journal entriesin the concemed ledger accounts
balance aledger account and explain the significance o balances in different typesof
accounts

*  prepareatrid balancetotest thearithmetical accuracy of recordingin the booksof

account
e explanwha an openingentry isand how it is posted into ledger

2.1 INTRODUCTION

In Unit 1 you learnt that the accounting process involvesfour stages: (i) recording the
transactions, (ii) classifyingthetransactions, (iii) sunmarising the transactions,and (iv)
interpretingthe results. Thus, you are aware that all transactions are recorded firstin the
booksdf origina entry viz,, Journd, and then posted into the concerned accounts in the
ledger. You havealso leamt the basic accounting conceptsto be observedat the recording
"stage and therules of debit and credit. With the help of these ruleswe shal discussin this
unit how varioustransactions are recorded in the Journa and how they will be postedinto
the concemed ledger accounts, We shall also explain how to balance different accounts amd
' prepareaTrid Balancein order to test the arithmetical accuracy of the books of account.

22 JOURNAL

Journal isadaily record of businesstransactions,It isaso calleda’'Day Book' and is used
for recording dl day to day transactions in the order in which they occur. It is abidok of
primeentry (alsocalled book of original entry) becauseall transactionsare recorded firstin.
thisbook. The processof recording a (ransaction in the journal is called ‘Journalising’ and

| theentriesmadein this book-ar e.called “Journal Entries’. The proforma of Journal isgiven

i 1 t
in Figure2.1 ‘n




Accounting Fundamentals Figure 2.1: Journal

Date Particulars L F Dr. - | Cr
Amount Amount
Rs. Rs.

The Journd is divided into five columns. Thefirst column is used for writi ng the date of the .
transaction. It is customary to writethe year a the top of the column only once and thenin
the next line the month and date are written.

The second column called 'Particulars' column, The names of the two accounts affected by
the transaction are to ke recorded in thiscolumn. The name of the account to bedebited is
written first. The abbreviation ‘Dr.’ for debit i s also written against the name of the account
to be debited. It is written on the same line very closeto theL. F. column. In the next line,
the name o the account to be credited is written. It is always preceded by the word 'To'. It
is not necessary to write *Cr.’ againgt the nameof the account to be credited. In the next
line, abrief descriptionof the transactionis also given within brackets. It iscalled 'Narra
tion'. After writing the narrationa lineisdrawn in the particularscolumn to separate one
entry from the other.

The third column L. F. (Ledger Folio) is meant for writing the page number of the ledger
where theconcerned account appears. Thiscolumn isfilled at the time of posting into the
ledger. The fourth and the fifth columns are meant for recording the amounts with which the
two accounts have been affected, The amount to be debited isentered in the debit amount
column against the name of the account debited, and the amount to be credited isentered in
thecredit amount column against the name of the account credited. Both the amounts will
aways beequal.

Let us take a transaction and see how it will be recorded in the Journal .

Purchased Machinery for Rs.10,000 on May 1,1988

In this transaction, the two accounts affected are Machinery Account and Cash Account.
You know both are real accounts. Accordingto rulesrelating to real accounts, the
Machinery Account isto be debited and the Cash Account isto be credited. Theentry will |
be made in the Journal asfollows /

Date Particulars L.F. Dr. Cr.
Amount Amount
" 1988 Rs. Rs.
May |1 Machinery Account Dr. 22% 10,000
To Cash Account 10,000
(Being machinery purchased)
*Imaginary figure.

2.2.1 Transactions Relatingto Goods

The term goods refer to articles which are traded by thefirmi.e., articles bought for resde.
For example, for a book-seller books are goods, for an electrical store fans and other
electrica itemsare goods, for afurniture deder tableand chairsare goods. Articlesbought
for using them in businessare not to be treated as goods. They may be fixed assetsor
consumables and are to be treated as such in booksof account.

The transactionsreating to goods include purchases, sales, purchasesreturnsand sales
returns. Normally, as per rules, when goods are bought you will debit the Goods Account
and when they are sold you will credit the Goods Account. Similarly, when goodsare
returned by your customer you will debit the Goods Account and when you return goods to
the suppliers, you will credit the Goods Account. In other words, for all transactionrelating
to goods you will maintain only one account viz., Goods Account. But, in practice, five
separ ateaccount aremaintained, as shown below:

, ! i)  Purchases Account—for recording all purchasesof goods
i 24'. ' "7 -ii)y Sales Acoount—for recording all salesof goods -




iii) Returns Onwards Accourit or Purchases Returns Account—for recording goods returned The Accounting Proces
tosuppliers

.1v) Returns Inwards Account or Sales Returns Account—For recording goods returned by
" customers

v) Stock Account—for goods in stock (unsold goods) as at the end of the year

Thus, when goods are purchased you will debit the Purchases Account and when they are
sold you will credit the Sales Account. Similarly, when goods are returned by your
customersyou will debit the Returns Inwards Account (or Sales Returns Account) and when
you return goods to the suppliers you will credit Returns Outwards Account (or Purchases
Returns Account). There will be no Goods Account at al. This helps in ascertaining the
amount of purchases and sales more quickly and correctly.

2.2.2 Receiptsand Paymentsby Cheque

Y ou must be aware that most of the payments in businessare made by cheques these days.
This involves the bank where the firm has opened its account. Hence, when payment is
made by cheque, you will credit the Bank Account because bank isthe giver. Similarly,
when payment is received by cheque, the amount will be debited to the Bank Account
becausechegue is deposited in the bank who is the receiver.

2.2.3 Transactionswith the Proprietor

Y ou have learnt that the business and its proprietor are treated as separate entities. This
implies that separate accounts must be maintained in the ledger for recording transactions
between the proprietor and the business. Usually, two accounts viz., Capital Account and
Drawings Account are maintained for this purpose. Whatever the proprietor brings into the
businessis treated as his capital and credited to his Capital Account. Similarly, when he
withdrawscash from the business for his persona use, heis to be debited with the amount
withdrawn by him. Such adebit is given to his Drawings Account. Drawings Account is also
debited when the proprietor takes goodsfrom businessfor domestic use. Note that the
proprietor can be charged only by thecost of goods taken and not itsselling price. In )
practice, the cost of such goods are credited to the Purchases Account becauseit is assumed
that it was purchased for him and should therefore be excluded from the purchases for the
business.

Look at Illustration 1 and study how various transactions are recorded in the Journal.
[Hustration1
Journalise the following transactionsin the journal of Krishna.

1988 Rs.
Jan. 1 Commenced businesswith cash 10,000
" 2 Padinto Canara Bank 1,000
" 4 Goods purchased for cash 2,000
! 6  Bought furniture and paid by cheque 500
" 9  Bought goods from Anand 5,000
" 10 Sold gbodsfor cash 4,000
! 16  Sold goods to Sunil 1,000
" 20  Sold goods for cash toAnil - - 1,500
" 29  Drew cash for private expenses. 500
" 31 Paidsdaries 300
-Solution:
JOURNAL
Date ., | Particulars LE D. G.
. I Amount Amount
1988 Rs R.
1| cash Account Dr. 10,000
T o Capital Account 10,000
(Being capital broughtin)
"2 Bank Account Dr. 1,000 ,
To Cash Account 1000
(Being cash deposited into' bank) 25




Accounting Fundamentals Date Particulars L.F. Dr. Cr.
Amount Amount

1988 Rs. Rs,
Jan, 4 Purchases Account Dr. 2,000
To Cash Account 2,000

(Being purchases of goodsfor cash)

6 | Furniture Account Dr. 500
To Bank Account 500
(Being furniture purchased nnd paid by cheque)

" 9 | Purchasgg Account Dr. 5,000
To A®and’s Account 5,000
(Being goods bought on credit)

10| Cash Account Dr. 4,000
To Sales Account 4,000
(Being goods sold for cash)

" 16 | Sunil's Account Dr. 1.000
® To Sales Account i,000
(Being goods sold on credit)

" 20 [ Cash Account Dr. 1.500
To Sales Account 1,500
(Being goods sold for cash)

“ 29 | Drawings Account Dr. 500

To Cash Account 500
(Being cash withdrawn for
personal use)

" 31| Saluries Account Dr. 300
To Cash Account . 300
(Being payment of salaries)

Note: Thefollowing explanations with regard to some transactions will help you to
understand their journal entries,

Jan, 1: The credit has been given to Capital Account because Krishna, the
proprietor of the business, brought cash into the business.

Jan. 2: Cash deposited in Canara Bank implies that a bank account has been opened
for the business. Any money deposited in the bank is debited to Bank Account and
any withdrawal from the bank is to be credited to Bank Account.

Jan. 4. When goods are purchased you would normally debit Goods Account as
goods come in. But asexplained, purchases of goods are debited to Purchases
Account since no Goods Account isto be maintained.

Jan, 6: Furniture is not goods for this business. It isafixed asset and hedce debited
to Furniture Account and not the Purchases Account. Since the payment has been
made by cheque which leads to withdrawal from the bank, the amount has been
credited to Bank Account.

Jan, 10: When goods are sold you would normally credit the Goods Account as
goods go out. But, asexplained earlier, salesof goods are credited to Sales Account
since no Goods Account isto be maintained.

Jan. 29: Any amount withdrawn by the proprietor for personal useis treated as
drawings by the proprietor and hence debited to Drawings Account.

2.2.4 Transactions Relating to Cash Discount

A Thereate two types of discounts allowed to customers: (i) trade discount, and (i) cash

‘ discount. Trade discount is areduction in selling price allowed at the time of sale. The
btyer paysonly the net price and the recording in books is madefor the net amount onl y.
Noentry ismadein booksfor thetradediscount. Cash discount, on the other hand, isa
reduction in the net amount due. Itisallowed only if the customer makes payment before
the due date. Cash discount must be recorded in the books of account. This is because when
goods were sold to the customer his account was debited with the net amount due. Later,
when he makes the payment and i s allowed some cash discount, it must be adjusted in his

26 personal account so that his account stands cleared.




When cash discount is allowed to the debtor, it isalossto the business. So, it is debited to The Accounting Process
the Discount Allowed Account and credited to the personal account of the debtor. Similarly,

when cash is paid to the creditor (the party from whom goods had been purchased on credit)

he may aso allow some cash discount to the business. Such discount will bea gain to the

business. So, it iscredited to the Discount Received Account and debitedto the personal '

account of the creditor. The entries relating to cash discount will beillustrated under -

Compound Journal Entry (Section 2.2.5).

2.25 Compound Journal Entry

Sometimes, two or more transactiuns of the same nature may occur on the same day. In such
asituation instead of passinga separate entry for, each transaction we may passasingle
journal entry, known as Compound Journa Entry. For example, on May 5, 1988 you sold
goods on credit to Ram for Rs. 600 and to Shyam for Rs. 800. Both of these transactions
took place on the same day (May 5, 1988) and are of the same nature (credit sale of goods).
You can pass compound entry for both the transactionsas follows:

Rs. Rs.
Ram's Account Dr. 500
Shyam’s Account Dr. 800
To Sales Account 1,300
(Being goads sold on
credit to them)

A compound Journal entry can also be passed for a transaction which involvesmore than
two accounts. For example, paid cash to Rarnesh Rs. 950 and he alowed Rs. 50 as discount,
This transactioninvolvesthree accounts : (i) Ramesh's Account, (i) Cash Account, and (iii)
Discount Received Account. As per rules, Ramesh's Account isto be debited with Rs. 1,000
(Rs. 950 for cashand Rs. 50 for discount), Cash Account isto be credited with Rs. 950, and
Discount Received Account is to be credited with Rs. 50. You can passthe following
compound journa entry for this transaction:

Rs. Rs.

Ramesh's Account Dr. 1,000
To Cash Account 950
To Discount Received Account 50

(Being cash paid to him, discount
received Rs, 50)

In practice,acompound journa entry is recorded when
i) oneaccountis to bedebited and two or more accountsare to be credited, or

ii) two or moreaccounts are to be debited and one account is to be credited, or
iii) two or more accounts are to bedebited and two or more accounts are to be credited.

2.2.6 TransactionsRelating to Bad Debts

When a debtor becomesinsolvent, the businessshall not be able to realise thefull amount
due from him. A part of it remains unrealized. The unrealised amount iscalled 'bad debts.
For example, Rs, 2,000 was due from Kaushal for the goods sold to him on credit. I-le
became insolvent and only Rs 1,200could berealised from him. The remaining amount of
Rs. 800 will be treated as bad debts. It is alossto the business and so debited to Bad Debts
Account and credited to the personal account of the debtor. The journal entry for the above
transaction will be

Rs. Rs
, Cash Account Dr. 1,200
Bad Debts Account , Dr. 800
To Kaushd's Account 2000

(Being Kaushal became
insolvent and only Rs.1,200
could be recovered) , 27




Accounting Fundamentals If any amount treated as bad debtsis recovered late; on, it shall be again to.the business.
Hence, it shall be credited to Bad Debts Recovered Account and debited to Cash Account.
Note thet the bad debts so recovered shall not be credited to the personal account of the

debtor because his account had already been closed. In the example.given above, suppose
Rs. 800isrecoveredfrom Kaushal later on, the journa entry will be:
Rs. Rs.
:~ash Account Dr. 800

To Bad Debts Recovered Account 800
(Being bad debts recovered)

Look at illustration 2 and note how journal entriesfor transactions of February 18, 25, 27
and 29 have been made.
Iustration 2

Record thefollowing transactionsin the Journal of Sunil Kumar.

1988 Rs.
Feb. 1 Commenced businesswith cash 70,000
»o2 Paid into Bank 40,000
m4 Furniture purchased from Keshav 2,000
» 5 Goods purchased for cash 10,000
"6 Sold geods to Santosh 5,000 -
9 Bought goods from Harish 10,000
" 10 Paid for cartage 50
" 12 Paid for postage 60
” 13 Goods returned by Santosh 500
18 Goods returned to Harish 1,000°
" 17 Goodssoldfor cash 5,000
” 18 Paid to Keshav 1,900
He allowed discount 100
20 Sold goodsto Akash 2,000
25 Received from Santosh . 4,300
Allowed him discount 200 .
27 Cash drawnfor personal use 1,000
"7 Paid to Harish by cheque 9,900
He,allowed us discount 100 .
T8 Paid rent by cheque 2,500
"28 Paid sdlaries 4,000-

” 29 - Gkash becomesinsolvent and only
Rs. 1500 could berealised from him
vo29 An old debt written off asbad in

1987 isrecovered 2,000
Solution:
Journa
, Date | Particulars LF. Dr. | Cr.

i : Amount  Amount
1988 Rs. Rs.

Feb. 1| Cash Al Dr. 70,000
To Capital Afe 70,000,
(Being businesscommenced with cash) \

" 2| Bank Afe R : Dr. : 40,000
ToCash Afe ‘ ‘ - : 40,000

28 | (Beingcash paid into bark)’
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"
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5

6

9

20

25

27

27

28

29

Fumniture A/c
To Keshav
(Being furniture bought on credit)

Dr.

Purchases Afc
To Cash A/c
(Beinggoods purchased for cash)
|

Dr.

Santosh
ToSaes Ale
(Beinggoods sold on credit)
|

Dr.

I
Purchases A/c

To Harish
(Being goods purchased on credit)
|

Dr.

[
Cartage A/c
To Cash Ale
| (Being cartage paid)

Dr.

I
Postage A/c
ToCash Ale

. (Being postage paid)
|

Dr.

! Rétums Inwards Afc
To Santosh
(Beinggoods returned by Santosh)

Dr.

Harish
To Returns Outwards A/c
(Beinggoods returned to Hnrish)

Dr.

Cash Ale
ToSdes Ale
(Being goods sold for cash)

Dr.

Keshay
ToCnsh Afe
To Discount A/c
(Being cash paid and discount received)

Dr.

Akash
To SaesAlc
(Being goods.sold on credit)

Dr.

Cash A/c
Discount A/c
To Santosh

(Being cash received and discount allowed)

Dr.
Dr.

Drawings A/c
To Cash Alc
(Being cash withdrawn for personal use)

Dr.

Harish

ToBarnk Afe

To Discount Afe
(Being payment made by cheque and
discount received)

.Dr.

Rent A/c
ToBank Afe
(Beingrent paid by cheque)

Dr,

SdariesAfe
ToCnsh A
(Being sdaries paid)

Dr.

Cash Alc
Bad Debts A/c
To Akash
(Being Akash becameinsolventand
only Rs 1,500 could be recovered)

Dr.
Dr.

Cash Alc

To Bad Debts Recovered A/c
(Being the amount trested as bad debts
in 1987, now recovered)

Dr.

2,000
10,000
5,000
10,000
50

60

" 500

5,000

2,000
2,000

4,300
200

10,000

2,500

4,000

- 1,500

500

2,000,

2,000

10,000

5,000

10,000

- 50

60

500

1,000

5,000

1,800

2,000

4,500

9900

100

2,500

4,000

2,000

208¢
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Accounting Fundamentals

Note: In thisillustration you will noticethat

8 Instead of writingfull word ‘Account’ its abbreviation ‘A/c” has been used
againgt the namesof the accounts debited and credited. Thisis acommon
practice. Infact the latest trend is not to writeanything, just the name of the
account is enough.

h) The word Account or its abbreviation ‘A/c* has not been written against
personal names. This again isacommon practice. Writing ‘A/c” is confined to
the real and nominal accounts only.

Check Your ProgressA
1 WhatisJourna?

5 Indicatethe correct aternativein the followingcaseshy putting a tick at the number:

a) Sdeof goodsto Rakesh for cash should be debited to
i) Rakesh's Account
ii) Cash Account
iil) Sales Account
b) Purchase of machinery should bedebited to
i)  Machinery Account
i)  Goods Account
iii) Equipment Account
C) . Goods returned by Mahesh shonld bedebited to
i)  Goods Account
iy Mahesh’s Account
iii) Returns Inwards Account

- '




d) Wages paid to Rahim should be debited to ‘The Accnunting Process
i)  Rahim’s Account
ity  WagesAccount
iii) Repairs Account
e) Loan takenfrom Vikas should be credited to
iy  Vikass Account
i) Cash Account
iii) Loan from Vikas Account
f) Cashdiscount allowed by a creditor should be credited to
i)  Creditors Account
i) Discount Received Account
iii) Allowance Account
g) Theamount of bad debts should be debited to
i) Debtor's Account
ii) Bad Debts Account
iii) Discount Account

h) Rupees 500 received from Gopal whose account was previously written off as bad
debts should be credited to

i)  Gopal’s Account
ii) Bad Debts Account
" iii) Bad Debts Recovered Account

23 LEDGER

You know that the Journal is just achronological record of all businesstransactions. It does
not provideall information regarding a particular item at one place. This makesit difficult to
know the net effect of varioustransactions affecting a particular item. For example, if you
want to know the amount due to a particular supplier or the amount duefrom a particular
customer, you will have to go through the wholejournal. To overcomelhis difficulty, we
maintain another book called ‘Ledger'. In thisbook we open separate accounts for each item
and all transactionsrelated to a particular item as recorded in journal are posted in the
concerned account. For example, all transactions related to a particular supplier, say Mohan,
are posted to Mohan's Account. Similarly, all cash paymentsand cash receiptscan be posted
to Cash Account. Thus, you will have no problem in knowing the amount due to Mohan or

the balancein Cash Account, and so on.

Thus, ledger isabook where all accountsrelating to different itemsare maintained and into
which al journal entries must be posted. In fact, ledger is the principa book of entry which
providescomplete information about various transactionsrelating to al parties and al items
of asset, incomes and expenses. Some persons have even suggested that we should record all
transactionsdirectly into ledger and do away with Journal. But, it is not advisable becausein
that case we will not have any date-wiserecord of the transactions and the detail s thereof.
Such record isconsidered necessary for future reference.

You learnt about the T' form of an account which dividesit intotwo parts. The left hand
sideiscalled the debit sideand the right hand side the credit side. The proper form of a
ledger accountis given'in Figure 2.2.

3




Aecquating Fundamentals Figure2.2: LEDGER"
Named the Accopnt

Dr. _ Cr,
Date Particlilars F Amount Date Particulars F Amount
Rs. ‘ Rs.

You will notice that both sides of the account have date, particulars, folio and amount
columns. Now, let us see how postings are made into the ledger accounts.

* 231 Postinginto Ledger

The journd entriesform the basisfor recording in the ledger accounts, and the processof
entering transactionin theledger iscalled 'Posting’. When ajourna entry has to be posed
in the concerned ledger accounts, the following procedureis adopted.

1 Every journal entry will haveto be posted intoall those accounts which have been
debited and credited in the journal entry. For example, for cash sales, Cash Account is
debited and Sales Account is credited in the joumal. When thisentry is posted in the
ledger, it must be posted in Cash Account as wel asin Sales Account.

2 Posting will be made on the debit side of theaccount which has been debited in the
journal,and the credit sideof the account which has been crédit;gq in thejournal. In case
of theabove exampleof cash sales, posting will be made on the debit side of Cash
Account, asit has been debited in journal and the credit side of Sales Account, asit hed
been credited in the journal.

3 Whether the posting is made on the debit side or the credit side, first of al thedated
the transaction (as givenin the journal) will beentered in the date column. The method
of recording the datein the ledger account is the same as in the joumal.

4 Whileposting on the debit side of an account in the particulars column, we shall write
the name of the account which had been credited in the journal and add the word 'To'
beforethe name. Similarly, while posting on the credit side of an account, we shall write
the name of the account which has been debited in the journal and add the word 'By"
beforethe name. In case o the above example, we shdl write 'To Sales A/c’ inthe
particulars column on thedebit side of Cash Account, and 'By Cash A/c' in the
Particulars Column on thecredit side of the Sales Account.

5 Thejournal entriescontain 'narration’. But itisnot required in the ledger accounts.
Similarly, thereis no need to draw aline between thetwo entriesin an accountasis
donein the journal. Note that posting in theledger account is considered complete only
when both the debit and the credit aspectsof al journa entries have been posted.

6 Inthefolio column, we shall mention the page number of the journal where concerned
journal entry appears. At the same time, the page number of theledger accounts will be
entered in the ‘L, F." column in the journal so as to completethe cross reference.

7 Theamount involvedin the journal entry shall be entered in amount columns of both the
accounts.

Now let ustakea transaction,joumalise it, and then show how the posting isdonein the
ledger.

. , Purchased machinery for.cash, Rs. 50,000 on April 4,1988: This transaction will appear
32 o in thejoumal and theledger asunder:- -




{OURNAL The Accounting Process

T
Dr. Cr.
Date Partlculars L.F Amount Amount
1988 Rs. Rs.
April 4 | Machinery A/c Dr. 50,000
ToCash Afc 50,000
(Being machinery purchased)
LEDGER
Machinery Account
Dr. Cr.
N
Dute Particulars ‘ F Amount Date Particulars F Amount
| | ]
1
1988 . Rs.
Apr. 4| To Cash Alc 50,000
Cash Account
Date Particulars F Amount Date Particulars F Amount
1988 Rs.
Apr, 4 | By Machinery Ale 50,000

2.3.2 Balancing Ledger Accounts

Whenever one wants to know the net effect of varioustransactions in a particular account,
we have to work out its balance, Balance IS the difference between the totals of the debit and
the credit side o an account. The processof finding out the balanceis known as balancing,
The procedurefor balancingisasfollows:

i)  Tota the two sidesof an account.
.il)  Find out thedifference between the totalsof the two sides.
iii) Put the differencein theamount column of the side showingless total.

iv) If thedifference isentered on the debit side, write against it in the particularscolumn
"To Baancec/d’ (c/d standsfor carried down). In case the difference isentered on the

credit side, writeagaingt it in the particularscolumn '‘By Balancec/d’.
v)  Now, total both thesides and you will find that both the totals are equal.

vi) The closing balance (balance¢/d) isgoing to bethe opening balancefor the subsequent
period, The opening balance is shown on the next date in the account by writing ' To
Baanceb/d’ (b/d standsfor brought down) or ‘By Balance b/d* as the case may be.
Note that if the closing balance was on the debit sides, the opening balancewould be
shown on the credit side and if the closing balancewas shown on the credit side, the
opening balance would be shown on the debit side. In fact, an account is said to havea
debit balance if itsdebit side total isbigger and acredit balance if its credit side total is
bigger. Thus, the opening balanceis shown according to the nature of the balancei.e.,
the debit balance on the debit side and thecredit balance on the credit side.

vii) Sometimes the totals of the debit side and the credit side of an account are equal. It
implies that the account has nil balance. In such asituation the account is said to have
closed having no closing and opening balances,

Look at Ilustration 3 and study how various transactions have been recorded in the Journal,
posted into various accountsin the ledger, and how ledger accounys are balanced. 33




Accounting Fundamentals Ifustration 3
Journalise the following transactions, post them into ledger and balance the accouhts.

1987 Rs

Dec 1 Anil commenced business with cash 1,00,000
” 2 Purchased goodsfrom Prakash 30,000
” 2 Purchased furniturefor cash 7,000
” 3 Goodssold to Prem 6,000
” 4 Sold goods to Ramlal 5,000
” 5  Goods purchased from Ramesh for Cagh 5,000
” 7  Pad wages 100
" 11 Sold goods to Ashok 8,000
Y 13 Ashok returnedgoods . 500
” 14 Receivedfrom Ram Lal in full settlement 4,950
” .15 Stationery purchasedfor cash 400
» 17 Goods sold to Arun for cash 4,000
” 20 Withdrew for personal use 1,000
" 22 Paid toPrakash 20,000
" 23 Sold goodsto Prem 2,000
" 25  Receved from Prem 5,000
» 26 Cashsdes . 8,000
» 27  Padforinterest 500
» 28  Received from Ashok 7.000
” 29 Padrent 2,000
» 30 Pad sdariesfor the month 3.000
v 31 Prem becomesinsolvent and adividend of 50

paisein the rupeeis received.

Solution:
JOURNAL

Dr. Cr.
Date Particulars L.. Amount | Amount

1987 Rs. Rs.

Dec. 1 Cash A/c Dr. 1,00,000
To Capital Ale 1,00,000
(Being capital brought in)

"2 Purchases Afc ; Df. 30,000
: To Prakash : 30,000
- (Being goodspurchased on credit) ’

* 2| Fumitre Afc ! 3 D 7,000 .
To Cash Alc © 7,000
(Being furniture purchased for cash) B ‘
"3 Prem . o S Dr. 6,000
To Sales Afc | 6,000
-~ | _(Beinggoodssold oncredity . . . o ; ’
" 4 | Ram'Llal ‘ Dr. 5,000
ToSales Ak . . : 5,000
_ _(Being goods sald on credit) S
" 5 | PurchasssAfe . Dr. 5,000
To Cash Afe . +5,000
(Being goods pur chased for : ’ :
cash) .
rT Wages Afc Dr. 100 L
ToCash Ak R 11007
(Being wages paid) ol e

J




1 Ashok D. 8,000 The Accounting Process
ToSdes Ak 8,000
(Being goodssold on credit)

" 13 Returns InwardsAfe Dr. 500
To Ashok 500
(Being goodsreturned by him)

" 14 Cash A/c Dr. 4,950
Discount A/c D. 50
.To Ram Lal ‘ ~ 5,000
(Being cash received in full
settlement of his account)

" 15 Stationery Afc Dr. 400
To Cash Alc 400
(Being stationery purchased)

* 17| CashAk Dr. 4,000
ToSalesA/c ' 4,000
(Being goods sold for cash)

*20 DrawingsA/c Dr. 1,000

ToCash Ale 1,000
(Being cash withdrawn for
persona use)

voo22 Prakash Dr. . 20,000
ToCash Alc 20,000
(Being cash pad to Pmkash)

* 23| Prem D. 2,000
ToSdesAf 2,000
(Being goods sold on credit) ‘

m25 Cash A/c Dr. 5,000
To Prem 5,000
(Being cash received from Prem) :

26| CashAlc Dr. 8,000
ToSdesAlc 8,000
(Being goodssold for cash)

27| InterestAlc Dr. 500
To Cash Ale 500
(Being interest pnid)

* 28| CashAlk D. 7,000
To Ashok 7,000
(Being cash received)

" 29| RentAfk ’ Dr. 2,000
ToCash A/c 2,000
(Being rent paid)

" 30| SdariesAfk Dr. 3,000
To Cash Afc 3,000
(Being salaries paid)

T3l Cash Account Dr. 1,500

Bad Debts Account Dr. 1.500
To Prem 3,000

(Being adividend of 50

paisein arupee received from Prem)

Notes:
1 Transaction on December 14: Ram Lal paid Rs, 4,950in full settlement of Rs, 5,000
duefrom him on account of the goodssold to himon December 4. It impliesthat Rs. 50
(Rs, 5000- Rs. 4,950) was allowed to him as cash discount,
2 Transaction on December 30 : Prem becomesinsolvent. Thefirmcould recover only
50 paisein arupeei.e., 50% of the amount due, Goods worth Rs. 8,000 were sold to him
(Rs. 6,000 on December 3 and Rs. 2,000 on December 23). He paid Rs. 5,000 on
December 25 leaving a balanceof Rs, 3,000. Of this, thefirm could recover Rs. 1,500
(50% of Rs. 3,000). The remainingamount of Rs. 1,500-has been treated as bad debts. - 35
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Cush Acecount
Dr. Cr.
1987 Rs, | 1987 | Rs.
Dec. 1 To capitnl Afe 1,00,000 | Dec. 2 By FurnitureAfe 7, 000
* 14| ToRamLal 4950 | " 5 By PurchasesA/e 5,000
» 17| toSes Al 4000 | ” 7 By Wages A/c 100
* 25| ToPrem 5000 | " 15 | by Stationery Al 400
» 26| ToSuales Ale 8,000 | ” 20 | By Drawings A 1,000
" 28| To Adok 7,000 | " 2 | By Prukash 20, 000
" 30| ToPren 1,500 | * 27 | By Interest Al 500
” 29 | ByRent Alc 2,000
1™ 3 | BySdariesAk 3,000
" 31| By Balance c/d 91,450
1,30,450 1,30450
1948
Jun, | To Balanceb/d 91,450
Purchabes Account
1987 30,000 | R731 | By Balancec/d Rs,
Dec. 2 To Prakash 30,000 | Dec.31 | By Ba 35,000
" 5 To Cash Afc 5,000
35,000 35,000
1988
Jan. 1 To Balanee byd 35,000
Furniture Account
1987 Rs, | 1987 Ru,
Deg, 2 To Cush A/e 7,000 | Dec.31 | By Balance c/d 7,000
1988
Jun, 1 To Balahce byd 7,000
Wapes Account
1987 , Ry, | 1987 Rs.
Dec. 7 To Cash Afe 100 | Dec.31 | By Balance ¢/d 100
1988 ] ______
Jan, 1 To Bulunce bld 100
Returns kiwards Account
1987 Rs. | 1987 Rs,
Dev. 13|  To Ashok %00 | Dec.31 | ByBalancee/d 500
1984
Jan. 1 To Balance bld 300
* Prem’s Avcount
1987 o To Re | 1987 . ' Rs,
Dec. 3 » To Sales Ale 6,000 | Dec,25 | By Cash Ak 5,000
v 331 o Sales Ak 2,000 | 31 | ByCash Ak 1,500
‘ | ™. 31 | By Bad Debts Ak 1,500
8,000 8,000




Sales Account The Accounting Process
1987 R. | 1987 R. ‘
Dec. 31 | By Balance c/d 33,000 | Dec. 3 | By'Pram 6, 000 }
» 4| ByRamLal 5,000
" 11| By Ashok 8, 000
" 17 | By CahAC 4,000
" 2| ByPrem 2,000
" 2% | By CahAlk 8,000
33,000 33,000
19838 T
Jan. 1 By Balance b/d 33,000

Capital Account

1987 Rs, 1987 Rs,
Dec. 31 | To Balance c/d 1,00,000 Dec. | By Cash A/c 1,00,000
1,00,000 1,00,000
1918
Jnn. 1 By Balance b/d 1,00,000
|

Prakash’s Account

1987. Rs. 1987 Rs,
Dec. 22 | ToCash A/ 20, 000 Dec. 2 By PurchasesAfc 30, 000
" '3l | ToBaancec/d 10, 000
30,000 30,000
1988
Jan. | By Baance b/id 10, 000

Ram Lal’s Account

1987
Dec, 4 | T 5,600 g7 14 | By Cash Afe 4 R0
o Sales A/c 5,000 Dec. 14 B}r Dasbotyrt 4,950
" 14 | By Discount
5,000 5,000
Ashok’s Account
1987 Rs. 1987 Rs,
Dec. 11| ToSdesA/e 8,000 | Dec. 13 | By Returns
Inwards A /e 500
" 28 | By Cashafe 7,000
" 3l | By BaanceC/d 500
8,000 8,000
1988
Jan. | | ToBalancebyd 500
Discount Allowed Account
1987 ‘ Rs. 1987 Rs.
Dec. 14 | To Ram Lal . 50 Dec. 31 | By Balance c/d . ) S0
1988 1 : | :
Jan, - 1 | ToBalance b/d . ! 50 ‘ co o _ s 37
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887 15 | ToCash Al Rs. | 1987 ( Rs.
Dec. 15| To Cash Alc 400 Dec. 31 By Baancec/d | 400
1988
Jan. 1 | To Balance b/d 400
|
Drawings Account
T
Rs.
Dec. 20 ToCashAfc 1,000 Dec. 31 By Baancec/d 1,000_
Jan, 1|  ToBdanceb/d 1,000
[ I I ! | L
Interest Account
1987 Rs, 1987 Rs.
Dec. 27 | To Cash Al 500 Dec. 31 By Baancec/d 500
1988 —
Jan. 1 | ToBdance bd 500 500
Rent Account
1987 Rs. 1987 Rs.
Dec. 29| ToCash Afc 2,000 Dec, 31 By Baancec/d 2,000
1988
Jan. | | ToBadanceb/d 2,000
Salaries Account
1987 Rs. 1987 Rs.
. Dec. 30| ToCash Ak 3,000 Dec. By Balance c/d 3,000
‘ 1988
Jan. 1 TaBalance b 3,000 l
L 31
3ad Debt$ Account
1987 1987 .
Dec. 30} ToPrem Dec. 31 By Baancec/d 1,500
1988
Jan. | ToBdance b/d
L. ; \

Note  Nomina accountslike Wages Account, Discount Account, Stationery Account, etc. and the accounts
relaing to purchases, salesand returns of goodsare not to be balanced. As per rules, they are Smply
dosad by transfer to the Trading and Profit and Loss Account a the time of preparing thefina accounts.
In the aboveillustration, however, they have been balanced for the purpose of preparing the Trial
Balance which is being discussed in the next section,

233 Significancedf Balances

You have learnt that the 'balance’ in an account signifies the net effect of all transactions
related to it during a given period. It may be adebit balanceor acredit balanceor a nil
bal ance depending upon whether the debit or thecredit total is higher. Let us now
understand thesignificanced abalancein respect of the varioustypes df accountsin the
ledger.

Personal Accounts: Personal accountsare morefrequently balanced as compared to any
38 other class of accounts. Balance in a personal account indicates whether the party concerned




owes to thk businessor the business is owing to him. When it shows a debit balance, it The Accounting Process

means that the party owes that amount to the businessand he is adebtor to the business.
Similarly, when it shows a credit balance, it would mean that the business owes that amount
to him and he isacreditor of the business. If, however, the account shows a nil balance, it
means that the account has been cleared, nothing isdue to him or due from him.

Real Accounts: Real accountsare normally balanced at the end of the accounting period
primarily for the purpose of preparing thefinal accounts. The Cash Account, however, is
balanced everyday becausethe actual cash is to be verified and confirmed with the closing
balance shown by Cash Account. All real accounts show adebit balance as these are assets

(property) accounts.

Nominal Accounts: Nominal accountsare not to be balanced. They aresimply closed by
transfer to the Trading and Profit and Loss Accounts, at the time of preparing the final
accounts. However, for the purpose of understandingthe procedureinvolved, nominal
accounts have a so been balanced. Even otherwise, the difference between thedebit side and
credit sidetotals have to be worked out for preparingthe Trial Balance. Note that the
accountswhich relate to expenses or losseswill show adebit balance; whereasthose relating
to incomesand gains will have a credit balance. Thisis becausedl expensesand losses are
debited and dl incomesand gains are credited.

wn oy . - PRI A IR =3

Check Your ProgressB
1 State whether each of the following statementsis True or False.

i) Ledgeristheprincipa book of entry. o oo
i) Processof joumalisingiscalled posting. L . oo
iii) Postingwill bemade on the debit side of the account that

hed been debited in the Journd L.

iv) Theword 'By' iswritten beforethe name of an accountin
the particulars column while postingon the credit side

o anaccount
v) Writing narration is necessary while posting into ledger

accounts e
vi) Red accountsalwaysshow debit balances oo,

2 Why do you balancean account?

............................................................................................................................................
............................................................................................................................................
............................................................................................................................................
--------------------------------------------------------------------------------------------------------------------------------------------

.............................................................................................................................................
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.............................................................................................................................................
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............................................................................................................................................

24 TRIAL BALANCE

After posting thejournal entriesinto the ledger and balancingall accounts, we prepare a
statement called Trial Balance. This statement shows the balancesof al the accounts which
appear in the ledger. The debit balances are shown in one column and the credit balances in
theother. It is usualy prepared just before preparing thefinal accounts. The purposeisto
check the arithmetical accuracy of the books of account.

Y ou know that under the Double Entry Systemfor every debit'there isan equal and
corresponding credit. So, thetotal of debitsgiven to different accounts must be equal to the 39
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tota of creditsgiven to different accounts. Similarly, the total of debit balances in different
accounts must beequal to the total of credit balances in different accounts. Now if the Trial
Balance taliesi.e., thetotal o its debit balances columnisequal to the total of itscredit
balances column, it would mean that both the aspectsd each transaction have been
correctly recorded in the ledger. If, however, the two totals do not tally it impliesthat some
errors have been committed while posting the transactionsinto ledger.

Therearetwo methodsof preparing the Trial Balance: (i) Totals Method, and (ii) Baances
Method. Under the first method we show the totalsof each side of an account in the Trid
Baance. The debit side total of an account isshown in the debit column of the Trid
Baanceand the credit side totd of the account in the credit column. Under the second
method we show only the balances of each account in the Trial Balance. The second method
ismore convenient and commonly usad because it eliminatesall those accounts which have
nil balance.

Now, let us prepare the Trid Bdancefrom the ledger accounts prepared. Under Illustration
3 you will noticethat all theaccountswhich appear i the ledger have been included and
their balances entered in theappropriatecolumn. The total of debit balances column in the
Tria Baance isequd to the credit balances column. This means that all postings have been
correctly made in different ledger accounts.

Trial Balanceason December 31,1987

S N Name of Account L.F. Dr. Cr.
Balance Balance
Rs. R
1 Cach Account 91,450
2 Capital Account 1,00,000
3 Furniture Account 7,000
4 Purchases Account 35,000
5 Sales Account 33,000
6 Prakash’s Account 10,000
7 Wages Account 100
8 Returns Inwards Account 500
9 Ashok’s Account 500
10 Discount Account 50
11 Stationery Account 400
12 Drawings Account 1,000
13 Interest Account 500
14 Rent Account 2,000
15 Salaries Account 3,000
16 Bad Debts Account 1,500
Total 1,43,000 1,43,000

25, OPENING ENTRY

When an accounting year begins. the previousyear's baancesin different accounts are
brought forward to the new books of account. Thisisdone by n@ans of aj ournal entry—all
assets accountsare debited and all liahilitiesaccounts (including the proprietor's capital
account) are credited. | n casethe Capital Account balanceis not given, it can be
calculated by deducting the other liabilitiesfrom thetotal assets. Thiswill be clear from
[lustration 4.

Ilustration4

Ashok hasthe following balances on December 31, 1987: Cashin hand F5. 5,000; Debtors
RS, 7,200 (Ramesh R, 6,000; Lalwani Rs. 1,200); Sock of goods Rs. 18,800; Machinery
Rs. 8,000; Furniture Rs. 3,000; CreditorsRs 1,500 (Ravi & Co.) ; Bank Loan Rs. 3,000.
Ress theopeningentry on January 1,1988.




Solution : ' The Accounting Process
JOURNAL
Date Particulars LF Dr. Cr.
Amount Amount
1988 Rs Rs.
Jan. 1 Cash Accourt Dr. 5,000
Ramesh Dr. 6,000
Lawani Dr. 1,200
Stock Accourt Dr. 18800
Machinery Account Dr. 8,000
Furniture Account Dr. 3,000
To Ravi & Co. 1,500
To Bank Loan Account 3,000
To Capital Account 37,500
(For the balance brought
forward from the previous year)

Posting the Opening Entry into Ledger: The posting of an Opening entry into ledger is
dlightly different from the posting of other journal entries. We have to open the accountsfor
all itemsthat appear in the opening entry. Then, in the accounts which have been debited in
openingentry, we shall write'To Balanc b /f* on their debit side, and in the account which
have been credited in the opening entry, we shall write'By Balanceb/f’ on their credit side.
The date, folio and amount columns are completed in the usual manner. Asa matter of fact,
theaccounts which have been debited and credited through the opening entry merely
represent the closing balancesof various personal and real accountsframthe previous year.

~ The posting of the opening entry asgivenin Illustration4 will be made asfollows:

L

Cash Account

, Dr. Cr.
1988 Rs.
Jan 1 | ToBdanceb/f 5,000

Ramesh’s Account

1988 Rs.
Jan. 1 To Balance b/f . 6,000

Lalwani’s Account

1988 Rs.
Jan 1 To Bdance b/t 1,200
Sock Account
+ 1988 .
Jn 1. | ToBalance b/f 18, 800
Machinery Account
1988 Rs,
Jan:1 | To Balance b/f . 8,000

st e e
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Furniture Account

1988 Rs.
Jan.1 | ToBatance b/f 3,000

Ravl & C0.’s Account

o , | 1988 Rs.
Jan. | By Balanceb/f 1,500

Bank Loan Account

1988 Rs.

Jan. 1 By Balance b/t 3,000
Capital Account

1988 Rs.

Jan. 1 By Balance b/f 37,500

26 LET USSUM UP

Journal is a book of original entry wherein all businesstransactionsare recordedin u
chronological order. The journal showsthe accountsto be debited and those to be credited
in respect of each transaction. The journa doesnot provideall information regardinga
particular item at one place. Hence, we maintain another book called Ledger. In this book
we open separate accountsfor each item. An account has two sides, the debit side and the
credit Sde. When an account is balanced, it shows the net effect of all transactionsrelating
to that account during a given petiod. Before preparing a summary in theform of final
accounts, a statement called Trial Balanceis prepared to check the arithmetical accuracy of
postinginto Ledger. This statement shows the balances of all the accounts and if the totat of
debit valances tally with thetotal of credit balancesit is assumed that the transactionshave
been correctly recorded in the ledger.

27 KEY WORDS

Bad Debt: Theamount of dett which isirrecoverable.

Cash Discount: An allowancegiven by thecreditor to the debtor for making prompt
payment of theamount duefrom him.

Cheque: An instrument used for withdr.wing money from the bank.
Compound Entry: A journa entry involving more than two accounts.
Drawings: Amount withdrawn by the proprietor from the businessfor personal use.

Insolvent: A person who is not in aposition to, pay his debtsin full and is so declared by
the Coutt.

Opening Entry: A journd entry passed a the beginning of the year to bring forward the
previous year's assetsand liahilities.

Posting: The processaf entering transactionsinto the ledger accounts.
Returns |nwards; Goods returned by customersi.e., salesreturns.
Returns Outwards: Goods returned to suppliersi.e., purchasereturns.

Stock: Goodslying unsold with the business. It alsoincludes unused raw materialsand the
stock for semi-finished goods.




TradeDiscount: An allowance given by the sdller to the buyer on thelist price a the time
o e

Good: Articles bought for resale and usudly traded by the businessunit.
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29 ANSWERSTO CHECK YOUR PROGRESS

A3 PurchasesAccount, Sales Account, Purchases ReturnsAccount, Sales Returns.
Account and Stock Account.

5 (3 i (b) i i (d) i
€ i ® i (@ i (W i

B1 (@) True (i) Fase (i) True

A (iv) True (v) False (vi) True

2.10 TERMINAL QUESTIONS/EXERCISES

\
Questions

1 “Ledgerissaid tobe the principal book of entry and the transactionscan even be
directly entered into the ledger account.”" Elaborate on the statement and explain why

Joumal is necessary. )
2 'What does balancing an account mean? Explain how an account is balanced?

3 Wha isthesignificanceof debit and credit balance in different typesof accounts?

4 Wha do you understand by an opening entry?How is an openingentry posted into the
ledger?

5 Wha isTrid Balance?Explain how it is prepared?

Exercises
1 Joumdisethefollowing transactions: .
1988 S S ‘ Rs

Jan. 1 Mohan commenced business with cash 1,00,000
» 2 Padinto bank - 50,000
" 3 Purchased goodsfor cash - 10,000 |
” 4 Bought furniturefrom Karim for cash 3,000
» 5 Soldgoodsfor cash 2000
” 8 Soldgoodsto Rakesh ; . 4,000
? ., 10 Pad cartage ' .50
" 11 Purchased goods from Sunil 6,000
» 15 Purchased stationefy  _ . 1000

18 Received commission 50

The Accounting Proosss
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Jan. 20 Received from Rakesh 3,900

Allowed him discount 100
" 25 Reumed goods to Sunit 500
" 28 Peidto Sunil infull settlement 5450
" 30 Padrent by cheque 1,000
» 30 Padwages 2,000
» 31 Padsdaries 5,000
Journalise thefollowing transactions: K
1988 Rs.
Jan. 1 Gopal Rao commenced business with cash 60,000
” 2 Bought abuilding 20,000
» 4 Purchased furniturefrom Lalaji on credit 2,000
” 5 Purchasad goodsfor cash 15,000
” 6 SoldgoodstoRangaRao on credit 5,000
" 6 Soldgoodsto Augustine& Co. on credit 8,000
" 8 Purchasedgoodsfrom Manohar Singh on credit 5,000
” 9 Goodsreturned by Ranga Rao 1,000
” 15 Goods returned to Manohar Singh 500
» 17 Purchased goodsfrom Krishna Rao 20,000
* 20 Purchasedinvestments 10,000
” 5 Padto Manohar Singh 4,500
" 26 Recevedfrom Augustine by cheque , 7,000
* 27 Amount drawnfor personal use by the proprietor 500
» 27 Stationery purchased 400
» 28 PadtoLalajiin full settlementof hisaccount 1,950
" 0 Sdariespadtoclerk 1,200
" D HElectricity charges paid 200

®

Ranga Rao becameinsolvent, Received final

composition of 50 paisein arupee.

Hint: You can passacompound journa entry for sales made to Ranga Rao and
Augustine & Co. on January 6, 1988.

For thefollowing transactions, pass journa entries, prepareledger aecounts and balance
them.

1987 ¢ Rs.
Dec. 1 Nagender commenced business with cash 2,00,000
" 2 Bought building 30,000
" 3. Bought machinery - 40,000
* 4 Purchased typewriter for cash . 3,000
" 6 Purchased stationery 200
" T Goods purchased from Mahender 15.000
" 9 Goods 20ld for cash 10,000
* 10 Goods returned to Mahender 500
" 11 Goodssold toRameswar 5,000
" 12 Goods purchasedf ranMahender for cash 5,000
” 13 Goods returned by Rameswar 1,000
" 14 Received from Rameswar 4,000

" 16 Amount paid to Meisender ; 5,000




Dec. 20 Amount drawn for personal useof Nagender 1,000 The Accounting Process

» 22 Telephonehill paid 600
» 24 Municipal taxes paid 200
" 26 Goodssoldfor cash 6,000
» 27 Advertisement expenses paid 400
” 28 Padfor printing & stationery 500
" 30 Sdariespaidtosdesqgirls 2,000
" 31 Commission received 500
Journalise thefollowing transactions, enter them in the Ledger and preparethe Trial
.Balance.

1988 Rs.
Jan. 1 SivaPrasad started businesswith 2,50,000
» 2 Bought buildings 1,00,000
* 2 Deposted into bank "1,00,000
» 3 Purchasedfurnitureand paid by cheque 50,000
” 4 Purchased stationery 250
» 5 Purchasedgoods on credit fmm Balgji & Co. 25,000
” 6 Purchasedgoodson cash 15,000
” 7 Sold goodsto Venkateswara& Co. 20,000
” 8 Soldgoodson cash 5,000
” 9 Goodsreturned by Venkateswara & Co. 2,000
” 11 GoodsreturnedtoBalgji & Co. . 1,500
" 13 Purchased goodsfrom Vivekananda & Co. 20,000
" 15 Sold goodstoBagji & Co. 10,000
" 16 Repairspad 2,000
» 18 Goodsreturned by Balaji & Co. 500
" 20 PaidtoBalaji & Co. by cheque 14,000
” 22 Goodsreturnedto Vivekananda & Co. 2,000
* 25 Padto Vivekananda & Co. 14,000
” 27 Cash received from Venkateswara & Co. 10,000
” 28 Municipal taxes paid 1,000
” 30 Sdariespad 5,000
" 30 Telephone chargespaid 450
” 30 Electricity bills'paid 500

(Answer : Total of Trial Balance Rs. 2,92,500)

Note: These questions and exercises will help you to understand the unit better. Try to -
write answersfor them. But do not send your answers to the University. Theseare
for your practiceonly.
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