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After srudying this unit you should be able to: 

* ascertain the amounts of BP received and B/P accepted 
s ascertain cash sales and cash purchases 

ascertain sales with the help of gross profit rate 
* prepare memorandum trading account and ascertain the amounts of purchases, opening 

and closing stocks 
* prepare final accounts from irlcomplete records. 

In Unit 16 you have learnt about the preparation of final accounts from 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 a few 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 the final accounts can be prepared from incomplete records without much 
difficulty. 

17.2 OTHER MISSING ITEMS AND THEIR 
ASCERTAINMENT 

You have learnt that the items which are usually missing from the incokplete records are: 
opening capital, closing cash and bank balances, credit sales and credit purchases. The 
information about them is found 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 preparatibn of these accounts may also help us to 
ascertain the opening or closing balanced of debtors, cash received from debtors, opening 
or closing balances of 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 also be missing. Let us now 
study how these missing items will be worked out before preparing the final accounts. 



17,2;1 Bills Receivable (BI~ ) '~ece ived  ' 
Accounte from 

Incomplcte Recorde 1U 
You know B/R received during the year appear on the credit sihe of the Total Debtors 
Account. If the figure of B/R received is not given the Total Debtors Account cannot be 
prepared correctly arid, 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 prepal'ing Bills Receivable 
Account. Look at Figure 17.1 for the proforma of the Bills Receivable Account. 

Figure 17.1 
Bills Receivable. Account 

You will notice that for the preparation of Bills Receivable Account you need the figures 
of opening and closing balances of bills receivable, B/R received during the year,, B/R 
collected during the year, and B/R dishonoured, etc. The opening and closing balances of 
bills receivable are usually given.-~he amount of B/R collected can be ascertained from 
the summary of cash transactions. The information about R/R dishonoured, may also be a 
given figure. But, the amount of B/R received during the year is generally missing. This 
cari be ascertained by working out the difference between the totals of the debit and the 
credit sides of the Bills Receivable Account. Look at illustration 1 and see how the amount 
of B/R received during the year has been worked out. 

Dr. 

Illustration 1 
Find out the missing figure of B/R received from the following particulars. 

Bills Receivable 
(a1 the beginning) 

Bills dishonoured 
Bills collected 

during the yenr 
Bllls Receivable ar the end 

By Cash Bnnk 
(B/K collected) 

By Debtors 
(B/R dislionoured) 

By Balance cld 
(closing balance) 

To Balance bld 
(opening balance) 

To Debtors 
(D/R received) 

Rs. 
3,500 

Rs. 

Solution: 
Bills Receivable Account 

Dr. - Cr. 
Rs. Rs. 

To Balanced bld 3,500 By Debtor8 (B/R dishonouted) 1,m 
(opening balance) 

. t o  Debtors B/R,received 8,000 By Cush 7,500 
(balancing figure) (B/R collected) 

By Balance c/d 3,000 
(closing balance) 

- * ,  

1 1,500 1 1,500 

The Bills Receivable Account can also help in finding out the missi'ng items like opening 
or closing balance's of bill receivable, the amount of bills collected, bills dishonoured, etc., 

I provided the figures of a11 other items including B/R received are given, 

17.2.2 Bills Payable (BIP) Accepted 
You know B/P accepted durihg the year appear on the debit side of the Total Creditors 
Account. If the figure of B/P accepted is not given, the Total Ci-editors ~ccount'cannot be 
prepafed correctly and consequently, the credit purcfiasec cannot be ascertained. Hence, 



A-unts from 
Inconiplete Records 

before preparing the Total Creditors Account you must ascertain the amount of B/P 
accepted during the year, if necessary, this can be done by preparing the Bills Payable 
~ c c o i n t .  Look at Figure 17.2 for the profomla of Bills Payable Account. 

Figure 17.2 
Bills P ~ y n b l e  Account 

, Dr. 

You will notice that for the preparation of Bills Payable Account you need the figures of 
opening and c l a s i ~ ~ g  bills payable, B/P accepted during the year, B/P honoured during the 
year and B/P dishonoured, etc. The opening and closing balances of bills payable are 
usually given. The amount of B/P honoured can be ascertained from the summary of cash 
transactions. The information about the B E  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 
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. 

To CashIBank 
(bills honoured) 

To Credirors 
(bills dishonoured) 

To Balance c/d 
(closing balsnce) 

Illustration 2 . 
Calculate the missing figure of B/P accepted from the following information. 

Rs. 

Opening balance of Bills Payable 7,540 
Cash paid against BE 20,100 
Bills Payable dlshon~ured 3,M]O 

Closing balance of Bills Payable 4,000 

By Creditots 
(bill accepted) 

Solution: 
Bills Payable Account 

Rs. 

Dr. 

To Cas h/!3ank 20,100 By Balance b/d 
( B E  honoured) (opening balance) 

To Creditors 3,000 By Creditors 
( B P  dishonoured) (B/P accepted) , 

By Balance b/d 
(opening balance) 

Cr. 

Rs . 
7,500 

TO Balance c/d 4,000 (balancing figure) 
(closing balnnce) 

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

Illustration 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. 

Balance Jnnuary I, 1988 
Total Debtors 
Bills Receivnble 
Total Creditors 
Bills Payable 

Cash received from customers 
Discount allowed 
Cash patd to Creditors 

Rs. 
Cash received against B/R 
Paymenrs made aguinst B/P 
Cash Sales 
Cash Purchases 
B/R dislionopred 
Balance, ~ecembler 3 1,1988 

+ Tptal Debtors 
Bills Receivable 

Rs. 
28.400 
14,000 
3 1,600 
14,600 
2,200 



Discount received 
Returns Outwards 
Retun~s Inwwds 
Bad Debts Written off 
Bad Debts recovered 

Rs. 
5,300 Total Creditors 
2,660 Bills Payable 
3,250 
3,080 
2,000 

Rs. Accounts from 
56,800 Incomplete Records 111 
6,000 

Solution: 

Total Debtors Account 

Cr. 

To Balance bld I 
To Bill Receivable 

(bills dishonoured) (2) 

To Credit Sales 
(belancing figure) 1 

Rs. 

1,14,400 

2,200 

3,08,730 

By Cnsh 

By Discount Allowed 

By Returns Inwards 

By Bad Debts 

By Bills Receivable 
(B/R received) ( I )  

I 1 By Balance cld 

Bills Rcceivnble Account 

To Ralwce hld 
(hills collected) 

To Debtors 24,600 By Debtors 
(B/R received) (1) (bills dishonoured) (2) 
(balancing figure) I 1 by Balance cld I 2,UUO 

Total Creditors Account 

To Cash 

t o  $iscount Received 

To Returns Outwnrds 

To Hills Pnynble 
' ' (BP accepted) (3) 
'To hulance c/d 

Rs. 

1,30.500 

5,300 

fSy Hnltlncu bld 

By Credit Purchauew 
(b~lsncing figure) 

Rs. 
52,800 

1,67,460 

BIIIS Payable Account ' 

To Balwce cld 

--.--.. 

By Creditors 
ID/P uccepted) (3) 
bnlnncing figure 

To Cash 

17,2,3 Cash Sales and Cash Purchases 
hometimes the amciullts of c ~ s h  sales or cnsh purchases ate not given. They can be found 

'but with the help of Receipts and Payments Account, provided the opehinp and closing 
.cashbank bala~lces are given, BUT,-Xt &i time you can work out only one figure, either cash 
sales 01' cash pill-chases. If cash purchas~+ are given you can find out the amount of sash 
sales which will be equal lo tlie excess of the pay~nents side total over the Receipts side 

Rs. - .  

14.&(J . . By Bnlat~ce bid 

RI. 

5,000 



Accounts k o m  
Incomplete Rcco13ds 

total of Receipts and Payments Account. If, on the other hand, cash sales are given,!yo~~, , 

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 the figures are  missing a n d  you find that the Payments side total is more 
than the Receipts side total, the excess is treated as cash sales and cash purchases a r e  
assumed to  be nil. 

Look at illustration 4 wherein you will find tnat the opening and closing balances of dj~sh, 
, 

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. 

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

Opening Cash balance 
Cash received from Debtors 
Cash paid to Creditors 
Cash Purchases 
Interest on Investments 
Drawings 

Rs. 

Salaries 1,500 
Wages 2,700 
Rent Received 1.200 
Additional Capitnl Introduced 2,000 
Rent, Rates &Taxes 500 
Purchased Furniture for cash . 3,000 
Closing Bnlance of Cash 1,600 

Solution: 
Recelpts and Payments Account 

Dr. 

To Balance b/d 

To ~ebtors '  

To Interest on Investments 

To Rent Received 

To Capital 

To Sales (Cash) 
,. (balancing figure) 

Rs. 

2,500 

7,000 

600 

l,200 

2,000 

14,500 

Ry Creditors 

By Pdrchases (Cash) 

By Drawings 

By Salaries 

By Wages 

Dy Rent, Rates & Tnxev 

By Furniture 

By Balance cld 

Cr. 

Rs. 

6.500 

10,000 

2,000. 

1,500 

2,700 

500 

3,000 

1,600 

Check Your Progress - A 
Fill in the blanks. . . 

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 the total 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. 

4 If the BIP 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 is in 
excess of the total of payment side of Receipts and Payments Account, the missing 

\ * item is .............. 
6 If total sales are Rs. 2,80.000 and cash sales Rs. 70,800, the amount of credit sales will 

be .............. 

--- 
17.3 PREPARATION OF FINAL ACCOUNTS -- -- 
Havin&!earnt how missing i~~format io~~  of various items can be ascertained, the preparatiorri' 
of final 'accounts from incomplete records sliould not now be a difficult task. All that you 
have to do is to ga through the information providd, 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 anci the Balance Sheet. You will notice 
that the preparation of Opetiing Statement of Affairs, Receipts and Payments Account, 
'Total Debtors Account and Total Creditors Account will he involved in almost all the 
cases. But the Bills Receivable and Bills Payable Accounts are to be made orlly when the 
amounts of bill receivable and bills payable are 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. Yoir will find that the figures of cash sales, credit 
sales, B/R received, B/P accepted, opening debtors, credit purchases and opening capital 
are missing. Study how they are adcertained before preparing the final accounts from 
incomplete records. 

Illustration 5 
Raj Prakash has not kept proper books of account. From the following information you are 
required to prepare the Trading a~id piofit & Loss Account for the year ending December 
31, 1988 and also the Balance Sheet of the firm on that date. 

Assets and Liabilitie!; 

Creditors 
Sundry Fixed Assets 
Hills.Receival~lc 
Debtors 
Stock 
Uills Payable 
Cash & Bank Balance 
Bxpcnses Outstanding 

Ihteils Or the yeer's transacllona ure as ~ollnwa: 

1.1.88 

Rs. 

31.12.R8 

Rs. 

Bills Heccivi~blc Collected 
Snles .. Cash and Credit 
Rills Rcceivablc dishonourcd 
Cash puid against Bills Payable lnatured 
Returns froin debtors 
Rud debts written off 
Discount allowed by creditors 
Relums to creditors 
Capital introduced by the proprielor 

(paid into bunk) 
Received from debtors by cheque 
Discount Allowed 
Bills Payable dishonourcd 
Cast1 purchases 
Office expenses pnid in cash 
Drawings by cheque 
Purchnse of rnuchinery by chcque 
Pnyment to creditors by cheque 
Repairs to machinery pttid by cheque 

Additional Information: Depreciation of Rs. 5,500 is to be provided on fixed assets. 

Trading and I'tulit & 1.o& Account for tbr year endlng f)ecember.31,198L1 

Dr. Cr. 

Less Retums I 1A3*2M I 

To Opening Stock 

To Purchases - 
Cash 2,M 

Credit I ,42,260 -- 
1,44,OM] , 

TQ Gross Profit cld By Closing Stock 

To Discounts Allowed By Gross Profit bld 

To Bad Debts I 840 1 By Discount Received I 1,400 

Ks. 

16,080 

Accour~ts born 
Incomplete Records' 111 

By Sales - 
Cash 9,200 

Credit 1,34,420 

1,43,620 

Less Returns 2,9W 

Rs. 

1,40,720 



Rs. 

16.120 
Ks. 

3,200 

. 5,500 

18,600 

Accounts from 
Incomplete Records By Net LOSS 

(transferred to Capital A/c) 
To Repairs 

To Depreciation 

To Office Expenses 

Note: Office expenses charged to Profit & Loss Account,have been worked us follows: 

Rs. 

Paid during the year 
Add outstanding at the end 

Less outstanding at the begillning 1.200 

18.600 

Bnlance Sheet 
as on  December 31,1988 

Liabilities' 

Sundry Creditors 

Rills Payable 

-- 
' Assets Amount 

Rs. 

16.160: 

1 1,000 

Cash & Bank Balance 

Bills Receivable 

Sundry Debtors (Iutstanding Expenses 

Capital account: '. 

Opening Balance 82,740 

'Stock in trade 

Sundry Fixed Assets 

Opening Balance 23,220 

Add Purchases kd£Q 
29,580 

Add Further I I 
Capital 
Introduced 1 7,000 - 

. 99,740 Less Depreciation 5.500 

Less Drawlngs 

98,880 

Less Net Loss 16,120 82,760 

, I 

. Worklng Notes: 
Recelpts and Payments Accouht 

Dr. 

Recelpts Payments Amount 

Ks. 
20,000 

Amount 

13,920 By Bills Pnyable 

By Purchases 

By Office expenses 

By Drnwings 

By Machinery 

By Creditors 

By Repairs 

Balance c/d 

To Balence b/d . C 

To B/R collected 

To Capital 

To Debtors 

To Sales (cash) 
(balancing figure) 



Bills Receivable Account Accounts from 

To Balance bld 1 8,000 1 By Cash (R/R collected) 1 23,200 

lncomple;e ~ e c b r d s  111 

To Debtors 
(balancing figure 

being total B/R 
received) ( I )  

RF. Rs. 

Total Debtors Account 

35,000 

Rs. 

1,25,000 

By Debtors (B/R disllonoured) 

By Ralance cld 

To Balance bld 
(balancing figure) 

To Credit Sales 
( 1,43,620-9,200) 

To Bills Receivable 
(B/R dishonoured) 

By Bank 

By Discount Allowed 

By Bills Receivable ( I )  

By Sales Returns 

By Bad Dabts 

By Balance cld 

Note: Credit Sales have been worked out by deducting cash sales from total sales. 

Bills Payable Account 

To Cash I 20.000 I By Balance bid I 5,000 

Rs. 

To Creditors 
(BP  dishonoured) 

I Rs. 

2,000 Ry Creditors 
(RIP uccepted) (2) 

4,200 To Balance c/d 

Total Creditors Account 

I Rs. 

To Cashbank 

To Discount Received 

To Purchase Returns 

TO B/P (accepted) (2) 

To Balance cld 

By Balance b/d 

By B/P (B/P dishonoured) 

By Purchases (credit) 
(balancing figure) 

Statement of Affairs 
as on January 1,1988 

Outstanding expenses 1 1,200 1 

Liabilities 

Sundry creditors 

Bills payable 

Sundry debtors 59,260 

Stock in trade d 16,080 

Cash & Bank Bali~nce 13,920 

Capital (opening)- 82,740 

(balancing figure) 

Amount 

Rs. 

3 1.540 

5,000 

Assets 

Sundry fixed assets 

Bills receivable 

Amount 

Rs. 

23,220 

8,000 



Accounts fru,m . 
Incomplete Records 17.4 ASCERTAINING SALES WITH GROSS PROFIT I 

RATE 

You have Iearnt 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 
sales from the totaI sales, if given. If cash sales are 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 sales will be calculated as follows: 

Gross Profit = 20% or 115th of sales 
Let Sales be X 
Gross P.rofit = Sales-Cost of Goods sold 
115X = X - 1,60,000 
X- 115X = 1,60,000 
4/5X = 1,60,000 
X = 1,60,000 x 514 

= Rs. 2,00,000. 

In fact, the cost of goods sold is not a given 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 a[ 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. 

~llusiration 6 
Calculdte Total Sales from the information given below. 

Opening Stock 
Purchases 
Wages 
Closing Stock 
Gross Profit is 116 on the Sales. 

Rs. 
8,000 
60,000 
22,000 
14,000 

Solution: 

Cost of Goods Sold = Opening Stock t Purchases t Direct Expenses -Closing Stock 
= 8,000 t 60,000 t 22,000 - 14,000 
= Rs. 76,000 

Gross Profit = 1/6th of sales . 

Let Sales be X 
Gross Profit = Sales -Cost of Goods Sold 
1 16X = X- 76,000 
X - 1/6X = 76,000 
6X-X = 76,000 

I 

6 
5/6X = 76,000 
X = 76.000 x 6 

5 
X = 91,200 
So Sales are Rs. 91,200 

17.5 MEMORANDUM TRADING ACCOUNT 

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, which is just like the normal Trading Account. You know the Trading Account is 
prepared for ascertaining the gross prbfit. It is debited with opening stock, purchases, and 



,direct expenses and credited with sales and closing stock. The gross profit is equal to the 
excess of the credit side total over the debit side total and is shown on the debit side of the 
Trading Account. Thegross profit can also be worked out if the gross amount of sales are 
known and the rate of gross profit'is given. Now if all figures other than the opening stock 
are available and 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 helps in working out the amount of opening stock. 

Illustration 7 
Calculate the amount of opening stock from the following information 

Purchases 
Closing Stock 
Direct Expenses 
Sales 
Gross Profit rate 20% on sales. 

Rs. 
1,80,000 

25,000 
15.000 

3,50.000 

Solution: 
Memorandum Trading Account 

Dr. ." Cr. 

Rs. Rs. 

To Opening Stock 
(balnncing figure) 

To Purchases 

By Sales 

By Closing stock 1 1,80,000 1 
To Direct Expenses I 
To Gross Profit 1 70,000 1 (20% of sales) 1 

~ i n i i l a r l ~  with the help of Memorandum Trading Account, you can also find out the figure 
of closing stock. Even the amount of purchases can be worked out provided all other 
information is available. 

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

Illustration 8 
Jai Prakash keeps only a cash book and a personal ledger. All receipts are banked and all 
payments are made by cheques. There are no cash purchases or cash sales. You obtain the 
following information from Jai Prakash for the year ending December 31, 1988. 

Cash at bank ( I .  1.88) 
Drawings 
Wages paid (including Rs. 4,000 for 1987) 
Piyments to creditors 
Salaries paid 
Receipts form debtors 
Payments for office establishment 
Stock in trade (31,12.88) 
Trade Debtors ( I .  1.88) 
Trade Debtors (3 1.12.88) 
Trade Creditors (1.1.88) 
Trade Creditors (3 1.12.88) 
Payment for furniture purchased 
Amount spent on repairs 
Furniture ( I .  I .88) 
Furniture (3 1.12.XX) 
Plnnt ond Machinery (1.1.88) 

Rs. 
44,400 
40.000 
68,000 

2,10,000 
24,000 

3,52,000 
30,000 
56,000 
32,000 
60,000 
40,000 
48,000 
8,000 
3,000 

32,000 
37,000 
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 
>repaid for 1989. Provide Rs. 3,000 as depreciation on Furniture and 10% depreciation on 
'lanl 6: ~ a c h i n e r ~ .  

lai Prakash sells goods at gross profit of 25% on sales. Prepare Trading & Profit & Loss 
>ccount.for the ycar ended December 3 1 ,  1988 and the Balance Sheet as on that date. 

Accounts ham 
Incomplete Records I11 



Accounts froin 
Incomplete Records 

'To Opening Stock 

To Purchases 

To Wages h i d  68.000 

Add Out- 6.000 
standing for 19R8 

74.000 

Less Out- 4.000 
standing for 1987 

Rs. 

53.000 

2.1 X.o(xl 

To Gross Profic c/d 

4,36,000 

To Salaries 24.000 

Add Outsranding 2.000 1 2h.000 I 

To Office Establish- 
ment 3,000 

Less Prepaid 509 

TO ~ e b a i r s  

To Depreciation 

Furniture 3.000 

Pl~llt & X.0OO 
Machinery 

To Net Profit 1 25.500 I 

By Sales 

By Stock (closing) 

By Cirosh Profit b/d 

Hulunce Shcet of Jai Prakash 
os on December 31, 1988 

-- - 

Sundry Creclitor\ C;lsh at Bank 

Liabilities . Amount Assets 

Outstanding Wages I 6,000 I Trade Debtors 

Amount 

Outstending Salaries I 2.000 I stock i n ~ r a d c  

Capital Account 1 I Furniture 32.000 

Opening Balance 1 .')7.400 I I Adtl Purchase 8,000 

40#0()0 

Net Profit Less Depreciation 3.000 

2,22,900 

Less Drawings ' 40.000 1.82.100 Pl;l!~t & Michinery KO.(HX) I 
I I Less Depreciation X,(H)O 

Rs. 

13,400 

hO.OOO 

56.000 



Working Notes 
Bank Account 

Aseounts fro* 
Incomplete Records 1111 

To Balance bld 

To Debtors 

Dr. Cr. 

By Drawings 

By Wages 

By Creditors 

By Salaries 

By Office Establishment 

By Furniture 

By Repairs 

By Balance cld 
(balimcing figurc) 

R.r. 1 

Total Debtors Account 

Rs. 

To Balance bld 

To Sales (Credit) 
(balancing figure) 

I Totul Creditors Account 

Rs . 
32.000 

3.x0,ow 

Rs. 

To Dunk By Balance blll 

To Balance c/ci 

By Bank 

BY t la~aice C I ~  

By Purchases 
(credit) 
(balancinfi figure) 

Rs. 

3.52,000 

60,000 

Memormndum Tndlng Aecwnt 

To Opening Stock 
(balancing figure) 

To Pclrchasc 
To Woges 68,000 

Add O~rrstunding 6,000 
for 1988 

- 
I 

- 
Rs. I Us. 

53,000 

Less Outstiinding 4,000 1 for 1987 -- 

2,18.001) 

By Snlcs 0 

By Stock (closing) 

3,80.000 

To Gross Pmfit 
(25% on sales) 

95,000 

4,36.000 4,36,000 

SLntenwat of Affmln rs on 31.12.87 

Llabllltla 
, . 

Oulstunding Wnges 
Trade C~*editors 

Cnpilal (npcni~ip) 
(balancing f!gure) 

Amoumt 

Rs. 

4.000 
40,IWX) 

1,07.400 

2,4 1,4W 

A w l s  Amamt. 

Cash at Rank 
Trade Debtors ' 

Stwk in trade 
Furniture 

Plant and Machinery 

7 

RS , 
44,400 
32,000 
53,000 
32,000 

a000 
2,41.400 



. ,, 
Accounls Rum 
Incumplete Records 19.6 LET US SUM UP 

'The preparation of final accounts from incomplete records generally involves the 
ascertainment of opening capital, closing cashbank balances, credit sales and credit . 
purchases, debtors, creditors, etc. But, sometimes items like B/R received, B/P accepted, 
cash sales, cash pirrchases etc., may also be missing. Hence, in addition to the preparation 
Statement of Affairs, Receipts and 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 total sales. But if the total sales are 
also not given, the same will have to worked out with the help of cost of goods sold and 
the gross profitrate. Sometilnes the figures of opening and closing stocks may not be available, 
'They can be found out by preparing tlle 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. 

17.7 SOME USEFUL BOOKS 

Gupta, R.L. and M. Radhaswarny, 1986. Advanced Acco~mta~icy, Sultan Chand '& Sons, 
New Delhi. (Chapter 15 Section 11). 

Maheshwari, S.N. 1986. Int~adurtio~l to Accbountittg, Vikas Publishing House: New Delhi. 
(Chapter 16). 

Patil, V.A. and J.S. Korlahalli, 1986. P~.inc'iples und PI-acrice of Accolmtirig, R. Chand Pi 
Co., New Delhi. (Chapter 6, Section 11). 

Shukla, M.C. and.T.S. Grewa1.,1987. Advanced Accout~ts, S. Chand & Co., New Delhi 
(Chapter 8 Volume I). 

William Pickles, 1982. Accolmtuncy, E.L.B.S. and Pitman, London. (Chapter 2). 

17.8 ANSWERS TO CHECK YOUR PROGRESS 
" a 

?! 

A 1 credit, debit 2 Rs. 25,500 3 debit 4 B/P honoured 
5 Cash purchases 6 Rs. 2,09,200 

17.9 TERMINAL OUESTI[ONS/EXERCISES 

Questions 
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. . 

Exercises 
1 Calculate the missing item from the information supplied as follows. 

Ra. 
Balance on April 1. 1987 Retunrs Outwards 
Total Debtors 48,oCQ Bud debts 
Total Creditors ' 42.000 , Received from Debtors 
Bills Recelyble ' . 15.000 Discount Allowed 
Bills Payable l 2.000 Paid lo Creditors 
Bills Rec ivable . 4 14,500 Discount Received . 

dislio~rourcd Bills Puyuble Dishonoured 

I Balince on March 31. 1998 

Rs. 
400 

1.100 
noJwr0 

500 
25.(H)O 

400 
15.00 



Rs. 
Cash Paid against Total Debtors 

Bills Payable 10,000 Total Creditors 
Returns Inwards 600 Bills Receivable 

Bills Payable 

Rs. 
50,000 
45,000 
20.000 
15,000 

(Answer: B/R received Rs. 19,500; Credit Sales Rs. 39,200; B/P accepted Rs. 14,500; Credit 
Purchases Rs. 43,300) 

2 Given below are the cash transaction of Sita Ram for the year ended December 31, 
, 1988. Find out the missing item. 

Rs. Rs. 
Opening Cash Balance 10.900 Rent Received 9,900 
Cash received from Debtors 2,15,200 Drawings 15,300 
Cesh Sales 50,100 Capital Introduced G) 20,000 
Cash paid to Creditors 1,05,900 Machinery Purchased 22.000 ' 

Salaries Paid 25,200 Commission Received 14,800 . . 
Wages 30.700 Closing Cnsh Balance 3,600 

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

3 Calculate the Total Sales and Prepare a Memorandum Trading Account from the 
following particulars 

Opening Stock 
Closing Stock 
Purchases 
Carriage Inwards 
Cnrrhge Outwards 
Salaries 
Wages 
Gross Profit rate is 20% on Sales. 

Rs. 
12,000 
10,000 
48,000 
5,000 
2,000 
7,000 

15,000 

(Answer: Sales; Rs. 87,500) 

4 Ramesh keeps his records on Single Entry System. From the following information 
prepare Trading and Profit & Loss Account for the year ended October 3 1, 1988 and 
the Balance Sheet as on that date. 

Bnlnnces 

Bills Receivable 
Debtors 
Stock 
Plant & Machinery 
Lnnd & Buildings 
Credito~s 
Bills Payable 
Cash 
Bank Overdraft 
Bunk Balance 

1-11-87 

Rs. 
50,OM) 
78,1100 

1,50,600 
94,000 

1.40.000 
72,000 
32,000 

1,400 
10.000 

31-10:88 

Rs. 
68,000 
90,000 

1,06,000 
- 
- 

76,000 , 
46,000 

. 4,800 

Cash trasactions during the year were as follows. 
.. , Rs. 

Received from Dehtors 5,il0,000 
Received against B/R 2,00,~XW) 
Salaries 24.000 
Paid against B/P 2,86,000 
Wages 31,600 
Paid to Creditors 2,94.000 
Office Expenses I6,O(K) 
Drawings 40,000 
Addltlonnl Information 
B/R dishonou~d 4.000 
Discount Allowed , 4,000 
Discount Received 2,000 
Returns Inwards 1 ,m 
Returns Outwards. 500 
Wages Outstanding at the end 2,500 
Salaries Prepaid 1,Ooo 
Depreciation 15% to be provided on Plant & Machinery and 5%'on Land & Building. 

(Answer: B/R received Rs. 2,23,000; Credit Sales Rs. 8,15,000; B/P issued Rs. 3,00,000: , 

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

Accountv from 
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Accounts from 
Incompjete Records 

Rs. 4,00,000; Gross Profit Rs. 85,300; Net Profit Rs. 23,200; B/s Total 
Rs. 5,07,700) 

5 .  Prakash keeps only a cash book and personal ledgers. From these books and by 
enquiries with the proprietor, the following infomation is obtained for the year ending 
December 3 1, 1988. 

Payments to Creditors 
Cash at Bank (I .  1.88) 
Wages paid (including Rs. 16.000 for 1987) 
Drawings 
Salaries paid 
Receipts from debtors 
Payments fur office experiscs 
Stock in trade (3 1.12.87) 
Trade Debtors I .  1.88 
Trade Debtors 3 1.12.88 
Trade Creditors 1.1.88 
Trade Creditors 3 1.12.88 
Hills Receivable 1.1.88 
Bills Receivable 31.12.88 
Bills Payable 1 . I  .88 
Bills Payahle 3 1.12.88 
Bills Receivable matured during the year 
Bills receivable dishunou~~d . 
Bills Payable matured and paid cash 
Cash paid for furniture purchased 
Amount spent on repairs during the year 
Furniture on I st January, 1988- 
F~~rnitore on 3 Is1 December, 1988 
Plant and Machinery 1. t .88 

Rs. 
8.40,OOO 

93,600 
2.72.000 
1.60,000 

48,000 
13,60,000 

1,20,ODO 
1,28,000 
1,20,000 
2.32.000 
1,40,000 
l.52.000 

56.000 
40,000 
32,000 
20.000 

1,40,800 
4 1,600 

1,60,000 
32.000 
20.000 

1,40.000 + 

1,56,400 
4,80,000 

Included in the office expenses is a sum of Rs. 2,8N relating to quarter ending on . 
March 31,1989. Wages outstanding were Rs. 24,000 and salaries outstanding Rs. 10,000. 

Prakash sells goods at the fixed mark-up of 25% oa sales. 

Depreciation on Plant and ~ach ine& is to be charged @ 10% per annum. 

Prepare a Trading and Profit L !  Loss Account for the year ending December 3 1, 1988 and 
also Bhlgtree Sheet of thile tirin as @n that dale. 

(Answer: Total B/R received during the year Rs. 1,66,400, Total B/P accepted during 
the year Rs. 1,48,01)0; Closing Stock Rs. 2,10.400; Sales Rs. 15,96,800; 
Purchases Rs. 10,UU.U00; Opening Capital Rs. 8.29,600, Bank Overdraft 
(31.12.88) Rs. 57,600, Depreciation on furniture Rs. 15,600; Gross Profit 
Rs. 3,89,208, Net Profit Rs. 1,40,400; Balance Sheet Total Rs. 10,73,600.) 

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