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17.0 OBJECTIVES

After srudying this unit you should be able to:

» ascertain the amountsof B/R received and B/P accepted

s ascertain cash sales and cash purchases

e ascertain sales with the help of gross profit rate

¢ prepare memorandum trading account and ascertain the amountsof purchases, opening

and closing stocks
e prepare final accountsfrom incomplete records.

17.1 INTRODUCTION

In Unit 16 you have learnt about the preparation of fina accountsfrom incomplete records
by finding out certain missing figures with the help of the Statement of Affairs at the
beginning, the Receipts and Payments Account, the Total Debtors Account and the Total
Creditors Account. In this unit you will learn about afew more missing items such as Cash
Purchases, Cash Sales, B/R Received, B/P Accepted, etc., and study how they are worked
out so that thefinal accounts can be prepared from incomplete records without much

difficulty.

17.2 OTHER MISSING ITEMSAND THEIR
ASCERTAINMENT

You have learnt that the items which are usually missing from the incoinplete recordsare:
opening capital, closing cash and bank balances, credit sales and credit purchases. The
information about them isfound out by preparing the Statement of Affairs at the
beginning, the Receipts and Payments Account, the Total Debtors Account and the Total
Creditors Account respectively. The preparation of these accounts may also help usto
ascertain the opening or closing balanced of debtors, cash recelved from debtors, opening
or closing balancesd creditors, cash paid to creditors, etc: But, sometimes, you may have
to prepare some additional accounts because certain other relevant figures such as B/R
received, B/P accepted, cash sales, cash purchases, etc, may aso be missing. Let us now
study how these missing items will be worked out before preparing the final accounts.



17.2.1 BillsReceivable (B/R)'Received | Accountefrom
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You know B/R received during the year appear on the credit side of the Total Debtors
Account. If the figure of B/R received is not given the Total Debtors Account cannot be
prepared correctly and, consequently, the amount of credit sales cannot be ascertained.
Hence, before preparing the Total Debtors Account you must ascertain the amount of B/R
received during the year, if necessary. This can be done by preparing Bills Receivable
Account. Look at Figure 17.1 for the proforma of the Bills Receivable Account.

Figurel7.1
Bills Receivable. Account

Dr. Cr.
Rs. Rs.

ToBalanceb/d By Cash Bnnk ‘

(opening balance) (B/R collected)
To Debtors By Debtors

(B/R received) (B/R dishonoured)

By Balancecld
(closing balance)

You will notice that for the preparation of Bills Receivable Account you need thefigures
of opening and closing balances of hills receivable, B/R received during the year,, B/R
collected during the year, and B/R dishonoured, etc. The opening and closing balances o
bills receivable are usualy g‘iven." The amount of B/R collected can be ascertained from
the summary of cash transactions. The information about B/R dishonoured, may also be a
given figure. But, the amount of B/R received during the year is generally missing. This
can be ascertained by working out the difference between the totals of the debit and the
credit sdes of the Bills Receivable Account. Look at Tlustration 1 and see how the amount
of B/R received during the year has been worked out.

[lustration 1
Find out the missing figure of B/R received from the following particulars.
Rs,
BillsRecelvable 3,500
(at thebeginning)
Billsdishonoured 1,000
Billscollected 7,500
during the yenr
Bills Receivableat theend 3,000
Solution:
Bills Receivable Account
Dr. Cr.
Rs. Rs.
To Balanced b/d 3,500 By Debtor8 (B/R dishonoured) 1,000
(opening balance)
;To DebtorsB/R received 8,000 By Cash 7,500
(balancingfigure) (B/R collected)
By Balancec/d 3,000
(closing balance)
11,500 11,500

The Bills Receivable Account can also help in finding out the missing items like opening
or closing baances of hill receivable, the amount of hills collected, hills dishonoured, etc.,
+ provided the figures of dl other items includingB/R received are given,

17.2.2 Bills Payable (B/P) Accepted

Y ou know B/P accepted during the year appear on the debit side of the Total Creditors

Account. If the figure of B/P accepted is not given, the Total Creditors Account eannot be

prepgred correctly and consequently, the credit purchiases cannot be ascertained. Hence, 51




Actpunts from before preparing the Total Creditors Account you must ascertain the amount of B/P

Incomplete Records accepted during the year, if necessary, this can be done by preparing the Bills Payable
Account. Look at Figure 17.2 for the proforma of Bills Payable Account.
Figure 17.2
BillsPayahle Account
, Dr. Cr.
( Rs. Rs,,

To Cash/Bank By Baanceb/d

(bills honoured) (opening balance)
ToCredirors By Creditors

(bills dishonoured) (bill accepted)
ToBalancec/d

(closing balance)

You will notice that for the preparation of Bills Payable Account you need the figures of
opening and clasing hills payable, B/P accepted during the year, B/P honoured during the
year and B/P dishonoured, etc. The opening and closing balances of hills payable are
usualy given. The amount of B/P honoured can be ascertained from the summary of cash
transactions. The information about the B/P dishonoured, if any, may also be a given
figure. But the amount of B/P accepted during the year is generally missing. This can be

| ascertained by working out the difference between the totals of the debit and the credit side

P of the Bills Payable Account. Look at Illustration 2 and see how the amount of B/P

accepted during the year has been worked out.

[lustration 2
Calculate the missing figure of B/P accepted from the following information.
Rs.
Opening balancedf Bills Payable 7,500
Cash pad against B/P 20,100
Bills Payable dishonqured 3,000
Closing balanceof Bills Payable 4,000
Solution:
Bills Payable Account
Dr. Cr,
Re Rs,
To Cash/Bank 20,100 By Balanceb/d 7,500
(B/P honoured) (opening balance)
ToCreditors 3,000 By Creditors . 19,600
(B/P dishonoured) (B/P accepted) .
To Balance c/d R 4,000 (balancing figure)
(closing balnnce)
27,100 C 27,100

The Bills Payable Account can also help in finding out the missing items like opening or
closing balances of hills payable, the amount of B/P honoured, B/P dishonoured, etc.,
provided thefigure of dl other items including B/P accepted are given.

[lustration 3
From the following particulars prepare Trade Debtors Account, Bills Receivable Account,
Trade Creditors Account and Bills Payable Account and find out the missing items.

; Rs. Rs
S Balance January |, 1988 Cash received against B/R 28.400
. Total Debtors 114,400 Payments made aguinst B/P 14,000

Lo . Bills Receivnble 8,000 Cash Sdles 31,600
i ! . Total Creditors 52,800 Cash Purchases 14,600

P Bills Payatile 5,000 B/R dishononred 2,200

2 ‘ Cash received from customers 2.70.800 Balance, December 31,1988
: ] P Discount allowed . 8,400 ., Total Debtors 1,141,200
: 52 Cash psid to Creditors 1,440,500 Bills Recaivable 2,000
1
|



Rs. Rs

Discount received 5,300 Total Creditors 56,800

Returns Outwards 2,660 Bills Payable 6,000

Returns Inwards 3,250

Bad Debts Written off 7,080

Bad Debts recovered 2,000

Solution:

Total Debtors Account

Dr., Cr.
' Rs. ) Rs.

To Balance b/d 1,14,400 By Cnsh .2,70,800

To Bill Receivable 2,200 By Discount Allowed 8,400
(billsdishonoured) (2) By ReturnsInwards 3,250

To Credit Sales 3,08,730 By Bad Debts 7,080
(belancing figure) By Bills Recelvable 24,600

(B/R received) (1)
By Balancec/d 1,11,200
4,25,330 4,25,330
BillsRcceivnble Account
Rs. Rs.
To Balance b/d 8,000 By Cash 28,400
(hillscollected)

To Debtors 24,600 By Debtors 2,200
(B/R received) (1) ~ (bills dishonoured) (2) .
(balancing figure) By Balancecld 2,000

32,600 32,600
Total Creditors Account
Rs. Rs.
To Cash 1,40,500 By Balance b/d 52,800
‘fo Blscount Received 5,300 By Credit Puschases: 1,67,460
(balancing figure)
To Returns Outwnrds 2,660
o Bllls Payable o
" (B/P accepted) () 15000 .
To Bulance c/d 56,600 '
2,20,260 2,20,260
Blils Payable Account
Rs. Rs.
ToCash 14100 By Balance bid 5,000
To Balance c/d 6,000 By Creditors 15,000
(B/P nccepted) (3)
balancing figure
20,000 20,000

17.2.3 Cash Salesand Cash Purchases

sometimes the amaunts of cash sales or cash purchases ate fiot given. They can be found
‘out with the help of Receipts and Payments Account, provided the opening and closing

‘casti/bank balances are given, Buf, at 4 time you can work out only one figure, either cash
sales or cash pill-chases. If cash purchases are given you can find out the amount of gash
sales which will beequal |0 the excess of the payments Side total over the Receiptsside
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total of Receipts and Payments Account. If, on the other hand, cash sales are given,iyous. |
can find out the amount of cash purchases which will be equal to the excess of the
Receipts side total over the Payement side total of Receipts and Payments Account. In
case both thefigures are missing and you find that the Paymentsside total is more
than the Receipts side total, the excessis treated ascash salesand cash purchasesare

assumed to be nil.

Look &t illustration 4 wherein you will find tnat the opening and closing balances of dash
are given and the amount of cash purchases is also given. See how, by preparing the
Receipts and Payments Account, the amount of cash sales has been worked out.

[llustration 4
Following are the Cash transactions of a trader who keeps his books on Single Entry .
System, Calculate the missing figure.

Rs. Rs,
Opening Cash balance 2,500 Salaries 1,500
Cash received from Debtors 7,000 Wages _ 2,700
Cash paid to Creditors 6,500 Rent Received 1.200
Cash Purchases 10,000 Additional Capital Introduced 2,000
Interest on | nvestments 600 Rent, Rates & Taxes 500
Drawings 2,000 Purchased Furniturefor cash . 3,000
Closing Bnlanceof Cash 1,600
Solution:
Recelpts and Payments Account
Dr. Cr.
Rs Rs.
To Balance b/d 2,500 By Creditors 6.500
ToDebtors 7,000 By Purchases( Gash) 10,000
To Interest on Investments 600 By Drawings 2,000
To Rent Received 1200 By Salaries 1,500
ToCapital ' 2,000 By Wages 2,700
ToSales (Cash) 14,500 By Rent, Rates & Taxes 500
(balancing figure) By Furniture 3,000
By Balancec/d 1,600
., 27,800 | o Tt 21,800
Check Your Progress- A
Fill in the blanks. oo
1 B/R received during the year are shown on the .......... side of the Total Debtors
Account and ......... side of the Bills Receivable Account.

2 If thetota of the credit side of Bills Receivable Account is Rs. 45,500 and the opening
bills receivable are Rs. 20,000, the amount of B/R received would be RS. ............

3 B/P dishonoured are shown on the ... side of Bills Payable Account.
If the B/P dishonoured, B/P accepted and opening and closing balances of bills
payable are given then ............. will be the balancing figure of Bills Payable Account,

5 If the opening and closing balances of cash are given and the total of receipt side isin
excess of the total of payment side of Receipts and Payments Account, the missing
Item is i

6 If total sdlesare Rs. 2,80,000 and cash sales Rs. 70,800, the amount of credit sales will
be orererinn

17.3 PREPARATION OF FINAL ACCOUNTS

Havinglearnt how missing information of various items can be ascertained, the preparatioﬁ’
of final 'accounts from incomplete records should not now be a difficult task. All that you
have to do is to go through the information provideg, note down the missing items, and
prepare the necessary statements and nccounts to ascertain their amounts before you



prepare the Trading and Profit & Loss Account and the Balance Sheet. You will notice Accounts lrom
that the preparation of Opening Statement of Affairs, Receipts and Payments Account, Incomplete Records' ITf
Total Debtors Account and Total Creditors Account will he involved in dmost dl the

cases. But the Bills Receivable and Bills Payable Accounts are to be made only when the

amounts of bill receivable and bills payableare involved. Now let us take a comprehensive

illustration and see how the amount of various missing itetns are ascertained and the final

accounts prepared. Look at Illustration 5. You will find that the figures of cash sales, credit

sales, B/R received, B/P accepted, opening debtors, credit purchasesand opening capital

are missing. Study how they are asceriained before preparing the final accounts from

incomplete records.

[llustration 5

Raj Prakash has not kept proper books of account. From the following information you are

required to prepare the Trading and Profit & Loss Account for the year ending December

31, 1988 and also the Balance Sheet of the firm on that date. j

Assetsand Liabilities 1188 31.12.88 [
Rs. Rs.
Creditors 31,540 31,600
Sundry Fixed Assets 23,220 24,080
Bills-Receivable 8,000 11,000 ‘
Debtors 7 35,740 ]
Stock 16,080 32,240
Bills Payable 5,000 4,200 ’
Cash & Bank Balance 13,920 16,160 !
Expenses Outstanding 1,200 660 |
{
Details of the year’s transactions are as follows:
Ra. !
BillsReceivable Collected 23,200 !
Sales - Cash and Credit 1,43,620 i
Bills Receivable dishonourcd 8,800 - ]
Cash puid against Bills Payable matured 20,000 !
Returns from debtors 2,500 :
Bad debts written off 840
Discount allowed by creditors 1,400 |
Relumns to creditors 800
Capital introduced by the proprietor 17,000
(paid into bunk)
Received from debtors by cheque 1,25.000
Discount Allowed 3,000
Bills Payable dishonoured 2,000
Cash purchases 2,060
Oftice expenses pnid in cash 19,140
Drawingsby cheque - 860
Purchase of rnuchinery by cheque 6,360
Payment to creditors by cheque 1,20,540
Repairsto machinery paid by cheque 3,200
Additional Information: Depreciation of Rs. 5,500 is to be provided on fixed assets.
Solution:
Trading and Profit & Loss Account for the year ending December 31, 1988
Dr. Cr.
Rs. Rs.
To Opening Stock 16,080 By Sdles-
To Purchases- Cash 9,200
Cash 2,060 Credit 1,34,420
Credit 1,42,260 1,43,620
1, 44,060_, LessRetumns 2,900 1,40,720
Less Retums 1,43,260
To GrossProfite/d 13,620 By Closing Stock 32,240
1,72,960 1,72960
To Discounts Allowed 3,000 By GrossProfit b/d , 13,620
To Bad Debts 840 By Discount Received 1,400 55
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Ks. Rs.
ToRepairs 3,200 By Net Loss 16.120
To Depreciation 5,500 (transferred to Capital A/c)
To Office Expenses 18,600
31,140 .____..__:11_'_1_‘_‘2_
Note: Office expenses charged to Profit & Loss Account have been worked us follows:
Rs,
Paid during the year 19,140
Add outstanding & theend 660
19,800
Less outstanding & the beginning 1.200
18,600
Balance Sheet
ason December 31, 1988
Liabilities Amount " Assets T Amount
Rs. Rs.
Sundry Creditors 31,600 Cash & Bank Balance 16,160;
Rills Payable 4,200 Bills Receivable 11,000
Outstanding Expenses 660 Sundry Debtors 35,740
Capital account: ~ 'Stock in trade 32,240
Opening Balance 82,740 Sundry Fixed Assets
Add Further Opening Balance 23,220
Capital Add Purchases 6,360
Introduced 17,000 29,580
799,740 Less Depreciation 5.500 T 24,080
Less Drawings " 860 -
98,880
Less Net Loss 16,120 82,760
1,19,220 119220
Worklng Notes:
Recelptsand Payments Account
Dr. Cr,
Recelpts Amount Payments Amount
Rs. Rs.
ToBalance b/d 13,920 By Bills Payable 20, 000
ToB/R collected 23,200 By Purchases 2,060
To Capita 17,000 By Officeexpenses 19,140°
To Debtors 1,25,000 ° By Drawings 860
ToSales (cash) 9,200 By Machinery 6,360
(balancing figure) By Crediitors 120,540
By Repairs 3,200
Balance c/d 16,160
188,320 188,320




BillsReceivable Account

Rs, | Rs
To Baanceb/d 8,000 By Cash (B/R collected) | 23,200
To Debtors 35,000 By Debtors(B/R dishonoured) 8,800
(baancing figure Bals d 0
being total B/R By Balance c/ 11,00
received) (1)
43,000 43,000
Total Debtors Account
Rs. Rs.
ToBaance b/d 59,260 By Bank 1,25,000
balancingfigure
( i gfigure) By Discount Allowed 3,000
To Credit Sales 1,34,420 ) _ 35.000
(1,43,620-9,200) By B|”S Ra}avable “) e
ToBillsReceivable 8,300 By SalesReturns 2900
(B/R dishonoured) By Bad Dabts 840
By Balancec/d 35,740
2,02,480 2,02,480
Note: Credit Sales have been worked out by deductingcash sales from total sales.
Bills Payable Account
Rs. Rs
ToCash 20.000 By Baance b/d 5,000
To Creditors 2,000 By Creditors 21,200
(B/P dishonoured) {B/P uccepted) (2)
ToBaancec/d 4,200
26,200 26,200
Total Creditors Account
Rs, Rs
To Cash/bank 1,20,540 By Baance b/d 31,540
To Discount Received 1,400 By B/P (B/P dishonoured) 2,000
To Purchase Returns 800 By Purchases (credit) 1,42,000
To B/P (accepted)(2) 21,200 (balancingfigure)
To Baancec/d 31.600
1,75,540 1,75,540
Statement of Affairs
ason January 1,1988
Liabilities Amount Assts Amount
Rs. Rs.
Sundry creditors 31.540 Sundry fixed assets 23,220
Bills payable 5,000 Billsreceivable 8,000
Outstanding expenses 1,200 Sundry debtors 59,260
Capital (opening)- 82,740 Stock in trade 16,080
(bamFi ngfigure) Cash & Bank Balance 13,920
1,20,480

1,20,480 © -
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774 ASCERTAI N NGSALES W THGROSSPROFIT
RATE

You have learnt that credit sales are normally ascertained with the help of Total Debtors
Account. Sometimes the information available is not sufficient for the preparation of Total
Debtors Account. In that case the credit sales can be worked out simply by deducting cash
salesfrom thetotal sales, if given. If cash salesare not given, they can be worked out with
the help of Receipts and Payments Account. But if the total sales are also not given, it
becomes difficult to ascertain the amount of credit sales. In such a situation, you will have
to work out the total sales with the help of cost of goods sold and the gross profit rate, if
given. For example, if the given rate of gross profit is 20% and cost of goods sold

Rs. 1,60,000 the amount of total saleswill be calculated as follows:

Gross Profit = 20% or 115th of sales
Let Sales be X
Gross Profit = Sdes-Cost of Goodssold
1/5X = X-1,60,000
X- 1/5X = 1,60,000
4/5X = 1,60,000
X = 1,60,000X 5/4
= Rs. 2,00,000-

Infact, the cost of goods sold is not agiven figure. It has to be worked out with the help of
available information. You learnt about it in Unit 7. It is equal to opening stock plus

purchases (including direct expenses) minus Closing Stock. Look at Illustration 6 and see
how cost of goods sold has been computed and the total sales worked out with the help of

gross profit rate.

Tllustration 6
Calculate Total Salesfrom the information given below.

Rs.
Opening Stock 8, 000
Purchases 60, 000
Wages 22,000
Closing Stock 14, 000
Gross Profit is 116 on the Sales.
Solution:
Cost of GoodsSold = Opening Stock t Purchases + Direct Expenses — Closing Stock
= 8,000 + 60,000t 22,000 - 14, 000
= Rs. 76,000
Gross Profit = 1/6th of sdles
Let Salesbe X
Gross Profit = Sales-Cost of GoodsSold
1/6X = X- 76,000
X-1/6X = 76,000
Mé— = 76,000 ‘
5/6X = 76,000
X = 76.000x 6
5
X = 91,200
So Salesare Rs. 91,200

175 MEMORANDUMTRADI NGACCOUNT

Sometimes you will find that the opening and closing stock are not given. The opening
stock can be worked out by preparing the opening Statement of Affairs, provided all other
figures including opening capital is given. But, if the opening capital is also not given,
then the opening stock will have to be worked out by preparing a Memorandum Trading
Account, whichis just like the normal Trading Account. You know the Trading Account is
prepared for ascertaining the gross profit. It is debited with opening stock, purchases, and




direct expensesand credited with sales and closing stock. The gross profit isequa to the
excess Of the credit side total over the debit side total and is shown on the debit side of the
Trading Account. The gross profit can also be worked out if the gross amount of sales are
known and the rate of gross profit is given. Now if dl figuresother than the opening stock
are availableand the gross profit has been worked out with the help of goss profit rate. you
can prepare a Memorandum Trading Account and find out the amount of opening stock on
the basis of balancing figure. Look at Illustration 7 and see how Memorandum Trading
Account helpsin working out the amount of opening stock.

[llustration 7
Calculate the amount of opening stock from the following information
Rs.
Purchases 1,80,000
Closing Stock 25,000
Direct Expenses 15.000
Sdes 3,50,000
Gross Profit rate 20%on sales.
Solution:
Memorandum Trading Account
Dr. Cr.
Rs. Rs
To Opening Stock By Sales 3,50,000
(balancing figure) By Closing stock 25.000
To Purchases 1,80,000
To Direct Expenses 15,000
To Gross Profit 70,000
(20%0f sdles)
3,75,000 3,715,000

Similarly with the help of Memorandum Trading Account, you can aso find out the figure
of closing stock. Even the amount of purchasescan be worked out provided al other
information is available.

Let us now take a comprehensive illustration and prepare final accounts from incomplete
records once again. ,

[lustration 8

Jai Prakash keeps only a cash book and a personal ledger. All receiptsare banked and all
payments are made by cheques. There are no cash purchasesor cash sales. You obtain the
following information from Jai Prakash for the year ending December 31, 1988.

Rs.
Cach a bank (1.1.88) 44,400
Drawings 40,000
Waeges pad (including Rs. 4,000 for 1987) 68,000
Payments to creditors 2,10,000
Salariespaid 24,000
Recelptsform debtors 3,52,000
Payments for officeestablishment 30,000
Stock in trade (31.12.88) 56,000
Trade Debtors(1.1,88) 32,000
Trade Debtors (31.12.88) 60,000
TradeCreditors (1.1.88) 40,000
Trade Creditors (31.12.88) 48,000
Payment for furniture purchased 8,000
Amount spent on repairs 3,000
Furniture(|. | .88) 32,000
Furniture (31.12.88) 37,000
Plant and Machinery (1.1.88) 80,000

Wages and Salaries for December, 1988 still outstanding were Rs. 6,000 and Rs. 2,000
-espectively. Included in office establishment is a sum of Rs. 500 relating to insurance
srepaid for 1989. Provide Rs. 3,000 as depreciation on Furniture and 10% depreciation on
*lant & Machinery.

fai Prakash sells goods a gross profit of 25% on sales. Prepare Trading & Profit & Loss
Account.for the vear ended December 31, 1988 and the Balance Sheet as on that date.

Accounts fronr
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Rs Rs.
To Opening Stock 53.000 By Sales 3.80.000
To Purchases 218.000 By Stock (closing) 56.000
To Wages Paid 68.000
Add Gut- 6,000
standing for 1988
74.000
Less Out- 4.000 70.000
standing for 1987
To Gross Profit c/d 5,000
4,36,000 4,36,000
ToSdaries 24.000 By Gross Profit b/d 95,000
Add OQutstanding  2.000 26,000
To Office Establish-
ment 3,000
Less Prepaid 500
Insurance
29,500
To Repairs . 3000
To Depreciation
Furniture 3000
Plant & 8.000 [ 1.000
Machinery
To Net Profit 25.500
95,000 95.000
Balunce Sheet of Jai Prakash
as on December 31, 1988
Liabilities . Amount Assets Amount
Rs. Rs.
Sundry Creditors 48.000 Cush at Bank 13,400
Outstanding Wages 6,000 Trade Debtors 6000
Outstanding Salaries 2.000 Stock in Trade 56. 000
Capital Account Furniture 32,000
Opening Balance  1,97.400 Add Purchase 8.000
40,000
Net Profit 25.500 Less Depreciation 3.000 37.000
222,900
LessDrawings 40.000 1.82.900 Plant & Machinery 80,000
Less Depreciation 8,000 72.000
 Prepaid Insarance L 500
2.38,900 2,348,000




Working Notes

Bank Account

Dr. Cr.
Rs. Rs.
To Balance bld 44,400 By Drawings 40,000
To Debtors 352,000 By Wages 68,000
By Creditors 2,10,000
By Salaries 24,000
By Office Establishment 30,000
By Furniture 8.000
By Repairs 3,000
By Balancec/d 13,400
{balancing figure)
3.96,400 3,96,400
(- L
Total Debtors Account
Rs. Rs
To Balanceb/d 32.000 By Bank 3.52,000
ToSales (Credit) 3,80,000 By Balance c/d 60,000
(balancing figure)
4,12,000 4,112,000
Total Creditors Account
Rs. Rs.
To Dunk 2,10,000 By Balance b/t 40,000
To Balancec/d 48,000 By Purchases 2,18,000
{credit)
(balancing figure)
2,58,000 2,58,000
Memorandum Trading Account
R. Rs,
To Opening S ock 53,000 By Sales ® 3,80,000
(batancing figure)
To Purchasc 2,18,000 By S ock (closing) /56,000
ToWoges 68,000
Add Owstanding 6,000
for 19838
74.000
LessOQuistanding 4,000
for 1987 70.000
To Gross Profit 95,000
(25%on sales)
4,36,000 4,36,000
Statement of Affairs as0n 31,12.87
Liabihities Anount Asséts Amount
P Rs. Rs,
Quistanding Wages 4,000 Cash at Bank 44,400
Trade Creditors 40,000 Trade Debtors 32,000
Capital (opening) 197,400 Stock in trade 53,000
(balancing figure) Furniture 32,000
Plant and Machinery 80,000
2,410,400 2,41,400

Aceounts from
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17.6 LET USSUM UP

The preparation of final accounts from incomplete records generally involves the
ascertainment of opening capital, closing cash/bank balances, credit sales and credit .
purchases, debtors, creditors, etc. But, sometimes items like B/R received, B/P accepted,
cash sales, cash purchases etc., may also be missing. Hence, in addition to the preparation
Statement of Affairs, Receiptsand Payments Account, Total Debtors Account and Total
Creditors Account, one may also have to prepare the Bills Receivable Account and Bills
Payable Account.

When it is not possible to ascertain the credit sales with the help of Total Debtors Account,
it can be worked out by deducting cash sales from the tota sales. But if the total sales are
also nat given, the same will have to worked out with the help of cost of goods sold and
thegrossprofitrate. Sometimes thefiguresof opening and closing stocksmay not be available,
They can be found out by preparing the Memorandum Trading Account provided the total
sales and the rate of gross profit are given. Thus, conversion method which involves the
preparation of final accounts from incomplete records is quite a complicated affair.
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17.8 ANSWERSTO CHECK YOUR PROGRESS

A 1 credit, debit 2 Rs. 25500 ’ 3 debit 4 B/P honoured
5 Cash purchases 6 Rs 2,09,200

17.9 TERMINAL QUESTIONS/EXERCISES

Quegtions
1 Under what circumstances would you prepare Bills Receivable Account and Bills
Payable Account while preparing final accounts from incotnplete records?

2 "Credit sales can be ascertained either by preparing the Total Debtars Account or with
the help of Memorandum Trading Account™. Discuss. .

Exercisss

1 Calculate the missing itetn from the information supplied as follows.
Ra. Rs,
Balanceon April 1, 1987 Returns Outwards 400
Total Debtors 48,000 Bud debts 1.100
Total Creditors 42.000 . Received from Debtors 30,000
Bills Receivble ' . 15.000 Discount Allowed 500
Bills Payable 12,000 Paid 1o Creditors 25,000
Bills Reggivable . 14,500 Discount Received . 400
dishonoured Bills Payable Dishonoured 15.00

Balance on March 31, 1988

3



Rs,

Cash Paid against
Bills Payable 10,000
Returns Inwards 600

(Answer: B/R received Rs. 19,500; Credit SalesRs. 39,200; B/P accepted Rs. 14,500; Credit

Purchases Rs. 43,300)

Total Debtors
Total Creditors
Bills Receivable
Bills Payable

Rs.
50,000
45,000
20,000
15,000

2 Given below are the cash transaction of Sita Ram for the year ended December 31,

, 1988. Find out the missing item.

Rs.
Opening Cash Balance 10.900
Cash received from Debtors 2,15,200
Cesh Sales 50,100
Cash paid to Creditors 1,05,900
SdariesPaid 25,200
Wages 30.700

(Answer: Cash Purchases Rs. 1,12,200)

Rent Received
Drawings

Capital Introduced ®
Machinery Purchased
Commission Received
Closing Cnsh Balance

Rs,
9,900
15,300
20,000

22.000

14,800
3,600

3 Cdculate the Total Sales and Prepare a Memorandum Trading Account from the

following particulars

Opening Stock

Closing Stock

Purchases

Carriage Inwards

Carriage Outwards

Salaries

Wages

Gross Profit rate is 20% on Sales.

(Answer: Sales; Rs. 87,500)

Rs.
12,000
10,000
48,000

5,000
2,000
7,000
15,000

4 Ramesh keeps his records on Single Entry System. From the following information
prepare Trading and Profit & Loss Account for the year ended October 31, 1988 and

the Balance Sheet as on that date.

Balances

BillsReceivable
Debtors

Stock

Plant & Machinery
Lnnd & Buildings
Creditors

Bills Payable

Cash

Bank Overdraft
Bunk Balance

1-11-87

Rs.
50,000
78,1100

1,50,600
94,000
1,40,000
72,000
32,000
1,400
10.000

Cash trasactions during the year were as follows.

Received from Dehtors
Received against B/R
Sdaries

Pad against B/P

Wages

Paid to Creditors

Office Expenses
Drawings

Additional | nformation
B/R dishonoured
Discount Allowed ,
Discount Received
Returns Inwards
Returns Outwards.
Wages Outstanding at theend
SalariesPrepaid

Depreciation 15% to be provided on Plant & Machinery and 5% on Land & Buildi ng.
(Answer: B/R received Rs. 2,23,000; Credit Sales F5. 8,15,000; B/P issued Rs 3,00,000;

31-10-88

Rs.
68,000
90,000

1,06,000

76,000 |
46,000
. 4,800

25.000

Rs.
5,80,000
2,00,000

24,000
2,86,000
31,600
2,94,000
16,000
40,000

4,000
4,000
2,000
1,000

500
2,500
1,000

Credit PurchasesRs. 6,00,500; Cash Purchases Rs. 50,000; Opening Capital

Accounts from
Incomplete Records H1




3 ‘ Accounts from Rs. 4,00,000; Gross Profit Rs. 85,300; Net Profit Rs. 23,200; B/s Total
lncompjete Records Rs. 5,07,700)

5. Prakash keepsonly acash book and persond ledgers. From these books and by
enquiries with the proprietor, the following information is obtained for the year ending
December 31, 1988.

Rs.

Paymentsto Creditors 8,40,000

Cash at Bark (1.1.88) 93,600

Wages pad (including Rs. 16.000 for 1987) 2.72.000

Drawings 1.60,000

Salaries pad 48,000

Receiptsfrom debtors 13,60,000

Payments fur officeexpenses 1,20,000

Stock in trade (31.12.87) 1,28,000

Trade Debtors 1.1.88 1,20,000

Trade Debtors 3i.12.88 2,32.000

Trade Creditors 1.1.88 1,40,000

TradeCreditors31.12.88 1,52.000

Hills Receivablel.1.88 56,000

Bills Receivable31.12.88 40,000

. BillsPayable 1.1.88 32,000
[ Bills Payable 31.12.88 20.000
iE Bills Receivable matured during the year 1,40,800
£ Bills receivable dishonoured . 41,600
(o Bills Payable matured and paid cash 1,60,000
ik Cash paid for furniture purchased 32.000
: Amount spent on repairsduring the year 20.000

; i Furnitureon | st January, 1988 1,40,000
- Fumnitare o 315t December, 1988 1,56,400
i o Plant and Machinery {.1.83 4,80,000

‘ _ Included in the office expensesis a sum of Rs. 2,800 relating to quarter ending on .
i March 31,1989. Wages outstanding were Rs. 24,000 and salaries outstanding Rs. 10,000.

Prakash sellsgoodsat the fixed mark-up of 25% on sales.

Depreciation on Plant and Machinéry is to be charged @ 10% per annum.

Prepare aTrading and Profit & Loss Account for the year ending December 31, 1988 and
also Balance Sheet of the finm as on that dase.

(Answer: Total B/R recelved during the year Rs. 1,66,400; Total B/P accepted during
the year Rs. 1,48,000; Closing Stack Rs. 2,10,400; Sales Rs. 15,96,800;
Purchases Rs. 10,00.000; Opening Capital Rs. 8,29,600; Bank Overdraft
(31.12.88) Rs. 57,600; Depreciation on fumiture Rs. 15,600; Gross Profit
Rs 3,929,200, Net Profit Rs 1,40,400; Baance Sheet Total Rs. 10,73,600.)

Note These questions will help you to understand the unit better. Ty to write
answers far them. But do not submit your answers to the University. These are
for your practiceonly.
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