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[bookmark: _GoBack]BASIC ACCOUNTANCY (in short)
CLASSIFICATION OF ACCOUNTS
Classification of Accounts:
Accounts are classified as follows:
I)	Personal Account
II)	Impersonal Account
	a)	Real Account
	b)	Nominal Account
ACCOUNTS

	Personal A/c	Impersonal A/c

	1.  Natural or Living Person 	Real A/c	Nominal A/c
	2.  Artificial or Legal Person	1.  Tangible	1.   Expenses & Losses
	3.  Representative or Groups	2.   Intangible	2.   Incomes & Gains
(I) 	Personal A/c
	Personal Accounts includes the accounts of persons or parties with whom the business deals. Personal Accounts can be classified into three categories.
a)	Natural or living personal A/cs
	These accounts are related to natural or living persons. Natural persons means persons who are creation of God. In other words human beings are natural persons. These are the accounts of persons created by nature. 
	e.g. Meena’s A/c, Mr. Raj’s A/c, Miss Reshma’s A/c, Ram’s A/c, Rahim’s A/c etc.
b)	Artificial or legal personal A/cs
	These persons do not have life, body or soul but transactions are done by it in its own name and exist in the eyes of law or recognised by law. These are the accounts of person created by provisions of law.
	These accounts are related to non-living persons, artificial persons or legal persons. These accounts include accounts of corporate (registered) bodies or institutions. e.g. Partnership Firms, Co-Operative Societies, Companies, Clubs, Associations, Municipality, Central or State Government, Insurance Companies, Charitable Trust, Legal Authorities etc.
c)	Representative or Groups personal A/cs
	These accounts represents certain person or Groups. 
	e.g. Capital, Drawing, Debtors, Creditors, Outstanding rent, Interest payable, Prepaid Insurance, Salary paid in advance, Interest receivable, Pre-received commission, rent received in advance, Unexpired Insurance.

PERSONAL A/C

		Natural or living	Artificial or legal	Representative or Group
		1)	Mr. Ramesh’s A/c.	1) 	N.L. College A/c	1) 	Capital A/c 
		2)	Miss Rati’s A/c	2) 	Bank of India A/c	2) 	Drawings A/c
		3)	Mrs. Kapoor’s A/c	3) 	Bank A/c	3) 	Debtors A/c
		4)	Mr. Ravi’s A/c	4) 	Paras Classes A/c	4)	Creditors A/c
		5)	Raj’s A/c	5) 	Suchak Hospital A/c	5) 	Outstanding Rent A/c
		   		6) 	Clubs A/c	6) 	Interest Payable A/c
				7) 	Tata Ltd A/c	7) 	Prepaid Insurance A/c
				8) 	Asian Paints Ltd A/c	8)	Salary paid in advance A/c
				9) 	Nutan School A/c   	9) 	Interest Receivable A/c.
				10) 	Western Railway A/c	10) 	Pre-received commission A/c
				11)	Government	11)	Rent received in adv. A/c
					of India’s A/c	12)	Unexpired Insurance A/c
	Note: Outstanding (O/s) (accrued)/ Receivable/Payable/Pre-received/prepaid /received in advance/paid in advance/ unexpired(pre-paid) / unpaid.


						13)	Unpaid wages A/c
	
	Rule of Personal Account
Debit the Receiver
Credit the Giver


	Examples:
1)	Mr. A paid [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 500 to Mr. B on our behalf.
Soln	B’s A/c	-	Personal A/c	-	Receiver	-	Debit
	A’s A/c	-	Personal A/c	-	Giver	-	Credit
2)	Mr. X received [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 1000 from Mr. Y on our behalf.
Soln	X’s A/c	-	Personal A/c	-	Receiver	-	Debit
	Y’s A/c	-	Personal A/c	-	Giver	-	Credit
3)	Laxmi Medical paid [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 5000 to Ganesh medical on our behalf.
Soln	Laxmi Medical A/c	-	Personal A/c	-	Giver	-	Credit
	Ganesh medical A/c	-	Personal A/c	-	Receiver	-	Debit
4)	Raj received [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 7000 from XYZ General Stores on our behalf.
Soln	Raj’s A/c	-	Personal A/c	-	Receiver	-	Debit
	XYZ General Stores’s A/c	-	Personal A/c	-	Giver	-	Credit

(II) 	Impersonal A/c
	All accounts other than personal accounts are called impersonal account. There are two types of impersonal accounts.
	a)	Real A/c
	b)	Nominal A/c 
a) 	Real Account
	It is also known as Property A/c. These accounts relate to all kinds of properties and assets possessed by business. The assets may be tangible or intangible.
i) 	Tangible Real A/cs: These accounts consists of assets and properties which can be seen, touched, felt & measured. 
	e.g. Cash A/c, Building A/c, Stock A/c, Machinery A/c, Furniture A/c etc.
ii) 	Intangible real accounts: These accounts consists of assets and properties which cannot be seen, touched but they are capable of measurement in terms of money.
	e.g. Goodwill, Copyright, Trade Marks, Patent Right etc.
REAL OR PROPERTIES A/C
		Tangible real A/c	Intangible real A/c
 		1)   Cash A/c	1)   Goodwill A/c
		2)   Goods A/c	2)   Patent Right A/c
		3)   Machinery A/c	3)   Trade Marks A/c
		4)   Stock A/c 	4)   Copy right A/c
		5)   Building A/c			
		6)   Furniture A/c
		7)   Motor Car A/c
	Rule of Real A/c
Debit what comes in
Credit what goes out


Examples:
1)	Goods purchase for cash [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 5,000
Soln	Goods A/c	-	Real A/c	-	Comes in	-	Debit
	Cash A/c	-	Real A/c	-	Goes out	-	Credit
2)	Goods sold for Cash [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 8,000.
Soln	Cash A/c	-	Real A/c	-	Comes in	-	Debit
	Goods A/c	-	Real A/c	-	Goes out	-	Credit
3)	Goods purchase of [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 3,000 from Raj on credit.
Soln	Goods A/c	-	Real A/c	-	Comes in	-	Debit
	Raj’s A/c	-	Personal A/c	-	Giver	-	Credit
4)	Goods sold of [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 6,000 to Pankaj Stores on credit.
Soln	Goods A/c	-	Real A/c	-	Goes out	-	Credit
	Pankaj Stores’ s A/c	-	Personal A/c	-	Receiver	-	Debit
5)	Goods purchase of [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 2,000 and amount paid by cheque.
Soln	Goods A/c	-	Real A/c	-	Comes in	-	Debit
	Bank A/c	-	Personal A/c	-	Giver	-	Credit
6)	Paid [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 12,000 to Rajnikant by Cash.
Soln	Rajnikant’s A/c	-	Personal A/c	-	Receiver	-	Debit
	Cash A/c	-	Real A/c	-	Goes out	-	Credit
b) 	Nominal Account
	These are the accounts of expenses or losses and incomes or gains. These accounts are called fictitious accounts as they do not represent any tangible asset. They exist only in name and cannot be seen or touched. A separate account is maintained for each head of expense or loss or income or gain. For example; interest account, commission account, discount account, postage and telegrams account, rent account, salaries account etc.
	Nominal A/cs or Fictitious A/cs:
		1.	Bank charges A/c	2.	Rent A/c
		3.	Salaries A/c	4.	Clearing charges A/c
		5.	Wages A/c	6.	Audit fees A/c
		7.	Insurance Premium A/c	8.	Printing & Stationery A/c
		9. 	Repairs A/c	10.	Loss by fire A/c
	11.	Advertisement A/c	12.	Import Duty A/c
	13.	Brokerage A/c	14.	Commission A/c
	15.	Carriage A/c or Cartage A/c	16.	Postage & Telegram A/c
	17.	Membership fees / Subscription A/c	18.	Sundry Expenses A/c
	19.	Royalties A/c	20.	Freight A/c
	21.	Travelling Expenses A/c	22.	Discount A/c
	23.	Dividend A/c	24.	Interest A/c
	25.	Electricity Charges A/c	26.	Purchase A/c
	27.	Sales A/c	28.	Purchase Return A/c
	29.	Sales Return A/c
	Rule of Nominal Account
Debit all expenses & losses 
Credit all incomes & gains.


Examples:
1)	Salary paid [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 2000/-
Soln	Salary A/c	-	Nominal A/c	-	expenses	-	Debit
	Cash A/c	-	Real A/c	-	goes out	-	Credit
2)	Rent paid [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 5000/- by cheque.
Soln	Rent A/c	-	Nominal A/c	-	expenses	-	Debit
	Bank A/c	-	Personal A/c	-	giver	-	Credit
3)	Interest received [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 1500/-
Soln	Cash A/c	-	Real A/c	-	Comes in	-	Debit
	Interest A/c	-	Nominal A/c	-	Income	-	Credit
4)	Commission received [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 2500/- by cheque.
Soln	Bank A/c	-	Personal A/c	-	Receiver	-	Debit
	Commission A/c	-	Nominal A/c	-	Income	-	Credit
5)	Goods purchase for cash.
Soln	Purchase A/c	-	Nominal A/c	-	Expenses	-	Debit
	Cash A/c	-	Real A/c	-	goes out	-	Credit
6)	Goods sold on credit to Mr. Nayak.
Soln	Nayak's A/c	-	Personal A/c	-	Receiver	-	Debit
	Sales A/c	-	Nominal A/c	-	Income	-	Credit
	RULES


	1)  PERSONAL A/C
	2)  REAL A/CS
	3)  NOMINAL A/CS

	Debit the Receiver
Credit the Giver
	Debit what comes in
Credit what goes out.
	Debit all expenses & losses
Credit all incomes & gains.


EXERCISE
Q.1	Classify the following accounts into Personal, Real & Nominal:
	1.	Stock A/c	2.	Bank of India’s A/c
	3.	Capital A/c	4.	Furniture & Fitting A/cs
	5.	Pratap Nagar Co-op Hsg. Soc. Ltd. A/c	6.	Cash A/c
	7.	Building Repair A/c	8.	Outstanding salary A/c
	9.	Debtors A/c	10.	Investments A/c
	11.	M/s Raj & Co’s A/c	12.	Plant and Machinery A/c
	13.	Drawing A/c	14.	Mahesh Stores A/c
Q.2 	Classify the following accounts into Personal, Real & Nominal:
	1.	Loan to Shashikant A/c	2.	Deposit A/c			
	3.	Motor Van A/c	4.	Typewriter A/c
	5.	Freight A/c	6.	Loan from Khan A/c		
	7.	Govt. of India A/c	8.	Loose Tools A/c
	9.	Royalties A/c 	10.	Chate Coaching classes A/c
	11.	Navneet Pub. Ltd A/c	12.	Shares in Reliance Ltd. A/c
	13.	Stationery A/c	14.	Dividend Received A/c
	15.	Electric Fittings A/c	16.	Rent received A/c
	17.	Rent receivable A/c	18.	Rent received in advance A/c
	19.	Rent paid A/c	20.	Rent payable A/c
	21.	Rent paid in advance A/c	22.	Prepaid Rent A/c
	23.	Outstanding Rent A/c	24.	Subscriptions A/c
	25.	Audit fees A/c	26.	Drawing A/c
	27.	Capital A/c	28.	Import Duty A/c
Q.3	Classify the following accounts into Personal, Real & Nominal:
	1.	Raj Library A/c	14.	Debentures A/c
	2.	Electricity A/c	15.	Machine upkeep A/c (Repair/Maintenance)
	3.	Live Stock A/c	16.	Bad debts A/c	
	4.	Goods A/c	17.	Bank commission A/c
	5.	Purchase A/c	18.	Tools & Equipment A/c	
	6.	Sales A/c	19.	Leasehold / Freehold  Premises	
	7.	Unpaid Wages A/c		(Building) A/c
	8.	Purchase Return A/c or 	20.	Profit on sale of Furniture A/c
			Return Outward A/c	21.	Telephone Deposit A/c
	9.	Sales Return A/c or Return Inward A/c	22.	Bills receivable A/c
	10.	Prepaid Insurance A/c	23.	Bills payable A/c
	11.	Investment A/c	24.	Freight A/c
	12.	Gas & Light A/c	25.	XYZ Pvt. Ltd. A/c
	13.	Shares A/c	26.	Loss on sale of Investment A/c
Q.4 	State with the help of a table, which account will be debited & which account will be credited. Give reasons. (Analysis of Transaction)
	1.	Rajesh commenced (started) business with cash.	OR
			Rajesh invested cash in the business.
	2.	Goods purchased for cash from Mahesh.
	3.	Goods purchased on credit from Rahul.
	4.	Sold Goods for cash to Pankaj.
	5.	Sold Goods to Ali on credit .
	6.	Purchased Machinery for cash.
	7.	Purchased furniture from Sanjay on credit.
	8.	Paid for purchase of stationery.
	9.	Paid salary to clerk Mr. Sharma.
	10.	Purchased Goods from Piyush on credit.
	11.	Paid office rent.
	12.	Commission received from Chintan by cheque.
	13.	Interest received from Sumit.
	14.	Cash deposited into Bank.
	15.	Cash withdrawn from Bank.
Q.5	Prepare a chart showing the names of two accounts affected, their types, Rule applied and nature of effect - Debit/Credit from the following transactions. (Analysis of transaction)
	1.	Commenced business with cash.
	2.	Goods purchased for cash from Mr. Chand.
	3.	Goods purchased from Mr. Suraj and amount paid by cheque.
	4.	Goods purchased from Mr. Mangal on credit.
	5.	Cash purchases of [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 3,000.
	6.	Purchased Goods from Mr. Ravi.
	7.	Goods purchased of [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 6,000.
	8.	Further cash introduced (brought) in business by owner.
	9.	Machinery brought in the business by owner.
	10.	Received dividend from Reliance Industries Ltd.
	11.	Opened Bank A/c with [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 5,000.
	12.	Return goods to Mr. Ravi.
	13.	Travelling expenses paid to clerk Mr. A.
	14.	Carriage paid on goods sold to Mr. King.
		OR    Carriage paid on sale of goods to Mr. King.
	15.	Insurance premium paid by cheque.
Q.6	Record the following transactions in a tabular form after applying the steps of Golden rule. (Analysis of Transaction)
	1.	Proprietor brought his personal car into business.
	2.	Cash withdrawn from business for personal use.
	3.	Borrowed (Loan taken) from Miss Rajani.
	4.	Goods sold for cash to Mr. Sarad.
	5.	Goods sold to Mr. Shishir and amount received by cheque.
	6.	Goods sold to Mr. Vasant on credit.
	7.	Cash sales of [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 5,000/-.
	8.	Sold goods to Miss Varsha.
	9.	Goods sold of [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 10,000/-.
	10.	Goods return from Mr. Vasant.
	11.	Paid College fees of Proprietor‘s son studying at H. R. College.
	12.	Paid salary to Ramu.
	13.	Postal stamps bought of [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 50.
	14.	Loan taken from Mr. Changu of [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 10,000.
	15.	Loan given to Mr. Mangu of [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 25,000.
Analysis of Transaction
Proforma – A
	Transaction No.
	Names of A/cs or
Two A/cs involved
	Types of A/c
	How each aspect is affected
	Rules Applied
	A/c to be debited
	A/c to be credited

	-
	
	-
	
	
	
	


Proforma – B
	Transaction No.
	Names of A/cs or
Two A/cs involved
	Types of A/c
	How each aspect is affected
	Rules Applied
	Effect
Debit / Credit

	
	
	
	
	
	


JOURNAL
	Introduction: 
		According to the principles of Double Entry System of Book-keeping, every transaction has two aspects or accounts. One aspect or account receives the benefit and the other aspect or account gives the benefit. The account receiving the benefit is debited & the account giving the benefit is credited. Books in which all the transactions are recorded first are known as Books of first entry or Books of prime entry or Books of original entry. Journal & subsidiary books are the books of prime entry. Journal means one book while subsidiary books (special journals) means a set of books. Small business organisation maintain only one book i.e. Journal because the number of transactions are few. On the other hand, in a big business organisation, journal is divided in various books known as subsidiary books or special journals.
	Books of prime entry are as follows:
	1)	Journal
	2)	Subsidiary Books / special journals
		a. 	Purchase Book
		b. 	Sales Book.
		c. 	Purchase Return Book.
		d. 	Sales Return Book.
		e. 	Cash Book.
		f. 	Bills Receivable Book.
		g.	Bills Payable Book.
		h. 	Journal Proper.
	Books of Accounts: 
	Generally the following books of Accounts are maintained by a businessman for recording the business transactions.
Books of Accounts
	Primary Books / Books of Original Entry /	Secondary Books /
	Books of Prime Entry / Books of first Entry	Books of final Entry	
	
	Memorandum Books	Journal	Subsidiary Books 	Ledger Book
	(Waste Books)		(Special Journals)	(Ledger Accounts)
												
	Purchase	Sales 	Purchase	Sales	Cash	Bills 	Bills 	Journal 
	Book	Book	Return	Return	Book	Receivable	Payable	Proper	     		Book	Book		Book	Book



	Memorandum Book (Waste Book)
	Date
	Particulars
	Amount ([image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ])

	2011     
July     1
	Started business with cash
	18,000

	7
	Purchased goods from y & co.
	900

	10
	Cash Sales
	1200

	14
	Paid for Salaries
	500

	20
	Rent paid
	700


	A Waste Book is just like a diary. It is kept for the sake of memory. The transactions are first recorded in the Waste Book-in the manner in which they occur. Then at leisure (free time), appropriate entries are made in the journal. The transactions are recorded in the Waste Book as follows:
	






	Meaning of Journal:
	The word ‘Journal’ is derived from the French word “Jour” which means a day. Therefore, Journal means a ‘daily record’.
	Journal is a book where all the transactions are recorded (entered) first in a chronological or date wise order (in the order of their occurrence / taken place). Therefore it is called as a book of first entry or a book of original entry or a book of prime entry.
	In a journal, all types of business transactions are recorded systematically, by debiting one account & crediting another account.
	The transactions are recorded in the journal on the basis of some documentary evidence which is called as a source document, such as cash memo, Invoice (Bill), receipt etc.
	Journalising:
	Recording of business transactions in the journal book on the basis of rules of double entry system is called as Journalising. Journalising means to enter or to record the business transactions in the journal book.
	Steps in journalising / Steps for converting transaction into Journal Entry / Procedure for Journalising. :
1	Read the transaction carefully & find out what actually happened in the transaction.
2	Determine the nature of a transaction. Think of the effect of the transaction on the business.
3	Determine the two aspects of the transaction i.e. find out the two accounts involved.
4	Determine the types of accounts involved i.e. classify the affected accounts in Personal, Real & Nominal Account.
5	Apply the rule of debit & credit, looking at the type/class of account.
6	Apply the rule of Journalising & decide which account is debited and which account is credited.
7	Record the transaction in journal by debiting one account & crediting another account.
	Journal Entry:  The record of a business transaction in a journal is called as journal entry.
	Note: ‘Journalising’ means recording a transaction in a journal & the form in which it is recorded is called ‘Journal Entry’.
	Narration: It means a brief explanation (description) of the Journal Entry. Narration is written on the next line of entry in bracket. It is started with the word “being”. Narration shows the reason for passing of the Journal Entry. A journal entry without a proper narration is incomplete.
	Importance & Utility of Journal 
1	Complete record of transaction:
	A complete record of all transactions is available at one place i.e. in journal.
2	Quick  reference:
	Business transactions are recorded in chronological (date wise) order in journal. Therefore, it facilitates quick and easy reference to any transaction.
3	Proper  understanding:
	Narration of the transaction is given below each entry. It helps to understand recorded transaction (Journal Entry) properly.
4	Avoids the necessity of immediate posting:
	Transactions are recorded in systematic manner in Journal. Therefore, there is no urgency to post them to the ledger.
5	Evidence in the court:
	As the entries in the journal are made from source documents like receipts, voucher etc., the court considers the entries in the journal as a proof (evidence) of transactions. It acts as legal evidence (proof) in the court of Law.
6	Minimum errors (mistakes):
	We can ensure arithmetical accuracy because journal records debit and credit aspects of all the transactions. If errors are committed, they can be located immediately with the help of journal.
Format / Specimen / Proforma / Ruling of Journal
	Date
	Particulars
	L.F.
	Debit
Amount ([image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ])
	Credit
Amount ([image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ])

	Year
Month / Date
	Name of the A/c debited                          Dr
        To Name of the A/c credited
(Narration of the entry)
	
	xx
	xx


		Explanation of Columns of Journal
1	Date: Date Column is the first column from the left. It records year, month and the date of every transaction.
2	Particulars: In this column, the names of the accounts to be debited & credited are written. After debiting & crediting the accounts narration is written in bracket.
	In short, Journal entry and narration are written in Particulars column.
3	L.F. (Ledger Folio): Folio means page number & therefore, ledger folio means page number of ledger.
	While recording the transactions in journal nothing has to be written in this (L.F.) Column. The Journal entries are required to be posted in the Ledger. At that time, the page number of the ledger on which the two accounts appear are entered in this column. Usually, these page numbers are written in red ink.
4	Debit Amount ([image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ]) : In this column, amount of debit account is written.
5	Credit Amount ([image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ]) : In this column, amount of credit account is written.
PRACTICAL PROBLEM FOR JOURNAL
	Problem :
	Journalise the following transactions with narration in the books of Mr. P.
1999
Feb.	1	Purchase goods from Mr. Z of [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 15,000.
	3	Cash purchases [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 3,000.
	6	Sold goods worth [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 7,000.
	10	Purchased goods from Mr. A of [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 2,500.
	12	Paid to Mr. A [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 1,500 on account.
	18	Sold goods to Mr. D of [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 4,000.
	22	Received from Mr. D [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 3,000 on account.
	25	Goods returned to Mr. A of [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 500 & balance paid in cash.
	27	Rent paid [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 500.
LEDGER
	Account:
	An account is a summarised record of all the transactions related to one person, firm or one type of asset or property or one type of expense or income.
	The short form of the word Account is A/c.
	An account is divided into two sides. The left hand side is called “Debit Side”, and the right hand side is called the “Credit Side”.
	Head of an Account:
	Head of an account means the name of the account.
	The name of an account is written at the top, followed by the word “Account”. e.g. An account relating to Mahesh  Shah will bear the head “Mahesh Shah Account”.
	To Debit an Account:
	It means to record the transaction on the left hand side i.e. the debit side of an account.
	To Credit an Account:
	It means to record the transaction on the right hand side i.e. the credit side of an account.
	Meaning & Definition of Ledger:
		All the accounts are kept in one book which is known (called) as ledger. A book in which all accounts are kept is called as ledger. Ledger is a bound book of accounts. It is called as secondary book of accounts or principal (main) book of accounts or book of final entry. Transactions cannot be directly recorded in the ledger. Each entry from the books of prime entry i.e. Journal & Subsidiary books is posted in the ledger. Therefore ledger is a derived or secondary record. Ledger provides all accounting entries in a summarised form relating to various accounts. It is a set of accounts. An account in ledger is called ‘Ledger account’. Separate accounts are opened for each head in the ledger book. Ledger contains Personal accounts, Real accounts & Nominal accounts. The ledger is a book containing (including) many ledger accounts. The number of ledger accounts depends upon the number of transactions of different nature & with different parties.
		The term ‘Ledger’ is derived from the Dutch word ‘Legger’ which means to lie. Therefore, ledger means a book where the various account lie.
		The definition of ‘Ledger’ as given in the Encyclo-pedia is as under.
		“A group of accounts is known as a ledger.”
	Features of Ledger:
1	Ledger is a book of secondary or final entry. It is a main book of account.
2	It is a derived or secondary record.
3	It is a king of books of accounts.
4	It keeps item wise and account wise record of business transactions and provides instant information.
5	It provides overall summary of the business transactions relating to persons, properties, expenses, incomes, profits and losses.
6	It provides base to prepare trial balance.
7	It facilitates cross checking of business transactions entered in the journal.
	Need & Importance of Ledger:
		All the business transactions are first recorded in the Journal. However, from the journal we are not able to know the perfect position regarding total dealings or balance of any person or anything. The journal gives a scattered information regarding a particular account. Thus, recording of transactions in journal only is not sufficient.
		A businessman cannot get sufficient information about the business transactions from the journal. For example, the amount receivable from debtors, the amount payable to creditors, total payment on any head of expenses etc. In order to get above information, a ledger has to be maintained. Ledger is very useful or important for business. Need, Importance, usefulness or utility of ledger is shown from the following points.
1) 	Ledger provides classified information on various accounts like accounts of expenses, incomes, losses, gains, assets, persons etc. This information provided by ledger is useful for controlling the business.
2) 	Trial balance is easily prepared on the basis of balance shown by ledger Account.
3) 	Businessman, management & the government take policy decisions on the basis of record maintained in the ledger.
4) 	All personal accounts in ledger would show how much money is payable to creditors & receivable from debtors.
5) 	All real account in ledger would show the value of assets & properties.
6) 	All nominal accounts in ledger would show the sources of income & the amount spent on various heads of expenses.
7) 	Ledger has great utility to a businessman as (because) it gives information about a particular account at one place.
8)	Total amount receivable from the debtors or customers and total amount payable to the creditors or suppliers can be known easily and quickly from the ledger. Accordingly a businessman prepares a plan for collection and payment of such dues.


	Contains of Ledger book or Nature of a Ledger:
	A Ledger book contains various accounts. A ledger is a bound book. It contains many pages which are called folios. Every page in a ledger is serially numbered. Page number allotted to an account is called ledger folio. Every ledger has an alphabetical Index. Index in ledger indicates the page number allotted to every account. The names of all the accounts are written in alphabetical order. This facilitates immediate reference. Index helps in tracing any account in ledger.
	Specimen / Ruling / Format / Proforma of a Ledger Accounts:
	The format of an account varies depending upon the system following in an organisation. The generally accepted forms are as under;
	1	‘T’ form of Account.
	2	Statement form of Account
		Or
		Balance form of Account
1)	‘T’ form of Account
	Specimen of an account in ‘T’ form is as under
Specimen  Or  Ruling  Or  Standard form  Or  Proforma of Ledger Account
In the books of ________
	Dr.	Name / Head of A/c	Cr.
	Date
	Particulars
	Folio or
 J.F.
	Amount [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ]
	Date
	Particulars
	Folio or 
J.F.
	Amount [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ]

	
	To “The name of
    credit A/c”
	
	
	
	By “The name of
   Debit A/c”
	
	


	Ledger Account is divided into two sides. The left hand side is known as debit side and the right hand side is known as credit side. Title (Name / Head) of the account is written at the top in the centre. The words ‘Dr’ & ‘Cr’ is written at the top on the left hand side corner & right hand side corner respectively. The columns ‘Date’, ‘Particulars’, ‘J.F. / Folio’ & ‘amount’ appear on both the sides of a ledger account.
2)	Statement form of Account (Balance form of Account):
	Specimen of an account in Statement form is as under
In the books of ________
	Statement of Account for ______   OR   Name / Head of A/c
	Date
	Particulars
	Folio or
 J.F.
	Debit [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ]
	Credit [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ]
	Balance

	1
	By ................
	
	
	XXX
	XXX

	2
	To ................
	
	XXX
	
	XXX

	
	
	
	
	
	

	
	
	
	
	
	


	Nowadays this form of account is used mostly in the computerised system of accounting. The features of statement form of account are stated as follows:
	(i)	Side: It does not have two sides.
	(ii)	Columns: Statement form of account has the following six columns:
a)	Date: In this column, date of transaction is written.
b)	Particulars: In this column, the name of the other account affected in the entry is written.
c)	Folio: In this column, the page numbers of the journal or subsidiary book from where entry is transferred to the ledger.
d)	Debit Amount: In this column, amount of the transaction is written in figures.
e)	Credit Amount: In this column, amount of the transaction is written in figures.
f)	Balance: In this column, balance is written in figures after considering all the posting made therein.
	Ledger Posting:
	The process of transferring entries from the books of prime entry (Journal & Subsidiary books) to ledger is called as posting (Ledger posting).
	Process / Procedure of Ledger Posting (form Journal to Ledger)
1	Date column:
	Write date of the transaction as recorded in the journal.
2	Particulars column:
	On Debit side:
	Write Name of Credited Account in the Journal entry after the word “To”.
	On Credit side:
	Write Name of Debited Account in the Journal entry after the word “By”.
3	J.F. / Folio column:
	Write page number of the journal from where the entry is posted.
4	Amount column:
	Write the amount in the debit side from debit column of Journal & credit side from credit column of Journal.
	Balancing of Ledger Accounts
	Meaning:
	At the end of a certain period (say a month, a quarter or a year) the businessman will be interested in knowing the position of a particular account. Therefore, he will find out the net balance of an account after considering the totals of both the sides. The difference between the debit & credit totals is a balance of that account.
	‘Balancing’ means technique of finding out the net balance of an account.
	Steps in Balancing:
1	Make the total of both the sides of a ledger account on a rough sheet.
2	Find out (compute) the difference between the totals of both the sides.
3	This difference must be written on the lighter / shorter side of an account, by writing against it, in ‘Particular’ column as “By balance c/d (c/f)” or “To balance c/d (c/f)” as the case may be.
	If the debit side is heavier, the difference will appear (put) on the credit side as “By balance c/d” This is known as debit balance of an account.  &
	If the credit side is heavier, the difference will appear (put) on the debit side of an account as, “To balance c/d”. This is known as credit balance of an account. &
	In case the total of debit is equal to the total of credit, then that account is said as ‘Squared up’ & it has nil balance.
4	Make the total of both sides. Now total of both the sides comes equal i.e. total of both sides agree with each other.
5	Total of both the sides must be appear in the same line.
6	Draw a single line above the totals & two lines below the totals.
7	Closing balance (i.e. balance c/d or c/f) always comes on the shorter or lighter side. Closing balance becomes the opening balance (i.e. balance b/d or b/f) always comes on the heavier side.
	NOTE:
1	If a personal account has debit balance, it means the amount due from outsider i.e. outsider is our debtor. If a personal A/c has credit balance, it means the amount due to outsider i.e. outsider is our creditor. 
	Personal A/cs may also have nil balance.
2	All the Real Accounts always have debit balance or Nil balance.
3	All the accounts of expenses & losses always have debit balances.
4	All the accounts of incomes & gains always have credit balance.
5	If debit side total is heavier, then net balance is debit balance. & 
	If credit side total is heavier, then net balance is credit balance (Debit balance comes when debit side’s total is heavier & credit balance comes when credit side’s total is heavier)  & 
	If the total of debit is equal to the total of credit, then net balance is nil balance.
	Why Balancing of Ledger Accounts?
1	Personal Accounts:
	These accounts are balanced for finding out whether a person is a debtor or a creditor. A debit balance on a personal account indicates that the person is our debtor. A credit balance on a personal account indicates that the person is our creditor. A zero balance on personal account indicates that the account has been closed. It means the person is neither debtor nor creditor of the firm. At the end of the year the total debtors and total creditors are ascertained by balancing personal accounts.
2	Real Accounts:
a)	Cash Account: The purpose is to find out cash at hand. Cash Account will always have a debit balance or no balance. It can never have a credit balance. But Bank Account may have a credit balance.
b)	Goods Account: The purpose is to find out total sales, total purchases, total returns etc. In the case of Goods Account like Sales Account, Purchase Returns Account, there is a credit balance. Purchase Account and Sales Returns Account will have a debit balance.
c)	Other Real Accounts: The purpose is to find out the value of each property on a particular date.
	Real Accounts will generally have a debit balance. The debit balance shows the value of property in possession, a credit balance shows profit on disposal of property.
3	Nominal Accounts:
	The purpose is to find out the total amount spent on each type of expenditure, and the total amount of income earned from various sources.
	A debit balance in a Nominal Account signifies a loss or an expense. A credit balance in a Nominal Account signifies an income or a gain. A zero balance in the account shows that income or gain is equal to expense or loss.
PRACTICAL PROBLEMS ON JOURNAL & LEDGER 
	Problem – 1 (Simple Entry & Combined Entry)
	Journalise the following transactions, post them into the Ledger & balance the accounts.
2002
June	1.	Abhilasha started business with [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 20,000.
	4.	Paid into State Bank of India [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 10,000.
	9.	Purchased goods from Kiran [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 5,500.
	15.	Goods sold for cash [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 4500.
	20.	Total cash purchases [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 7500. Paid by Cash [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 5000 & paid by cheque [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 2500.
	21.	Sold goods to Heena [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 5000.
	23.	Received a cheque of [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 5000 from Heena.
	27.	Withdrew from Bank for personal use [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 3000 & for office use [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 1000.
	28.	Received commission [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 2700.
	30.	Paid staff salaries [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 1500 in cash & [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 2000 by cheque. 
Note :
	Debit Purchases Account for all purchases of goods and Credit Sales Account for sales of goods instead of goods Account.
	Problem – 2 (Simple Entry & Combined Entry)
	Journalise the following transactions, post them into the Ledger & balance the accounts.
2012
Jan.	1	Piyush started business with cash of [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 50,000, Machinery of [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 1,00,000 & loan from Latesh of [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 80,000.
	10	Cash deposited into bank [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 20,000.
	20	Salary paid by cash [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 5,000 & by cheque [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 3,000.
	25	Interest received by cash [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 7,000 & by cheque [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 5,000.
	30	Rent paid [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 4,000 & commission paid [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 2,000.
	TEST OF ACCURACY - TRIAL BALANCE
		A Trial balance is drawn after balancing the all ledger Accounts. A Trial balance is a statement which shows the list of accounts showing debit balance & credit balance.
		If totals of debit & credit columns tally (i.e. same or agree) then one can say that books of accounts are arithmetically correct.
		If double entry principles are strictly followed the total of all the debit balances must agree with the total of all the credit balance.


Specimen / Proforma / Format of Trial balance
I.	‘T’ form or Ledger form of Trial Balance
Trial balance as on...........
	Debit balances
	Amt. [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ]
	Credit balances
	Amt. [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ]

	
	
	
	


II.	Journal form of Trial Balance
Trial balance as on...........
	Particulars
	Debit [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ]
	Credit [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ]

	
	
	


PRACTICAL PROBLEMS FOR JOURNAL, LEDGER & TRIAL BALANCE 
	Problem – 1 (Journal  Ledger  Trial Balance) 
	Journalise the following transactions, Post them in the Ledger accounts, balance the accounts in the books of Romil & prepare a trial balance.
2011
July	2.	Brought into business cash [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 8,000 as capital.
	7.	Purchased goods of [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 2,000.
	11.	Paid rent of shop [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 600.
	16.	Sold goods of [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 3,000.
	25.	Borrowed from Shashi [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 4,000.
	29.	Purchased furniture [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 1,000.
	Problem – 2 (Journal  Ledger  Trial Balance)
	Journalise the following transactions, Post them into the Ledger, balance the accounts in the books of Mr. Kashinath & also prepare a Trial balance.
2011
June	1.	Brought into business cash [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 8,000 as capital.
	5.	Cash purchases [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 3,000.
	11.	Withdrew cash for personal use [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 700.
	16.	Cash sales [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 4,000.
	20.	Purchased a vehicle from Nayan [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 2,000.
	24.	Sold goods to Paresh of [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ]1,500.
	26.	Received from Paresh [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 1,450 and allowed him discount [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 50.
	27.	Paid to Joshi [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 2,000 on behalf of Nayan.
	30.	Paid for advertisement [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 1,000.
TRIAL BALANCE
	LIST OF DEBIT & CREDIT BALANCE:
	Sr.  No.
	Items / particulars
	Dr & Cr
	Why ?

	1
	All Expenses
	Dr
	Expenses

	2
	All Losses
	Dr
	Loss

	3
	All Incomes
	Cr
	Income

	4
	All gains
	Cr
	Profit

	5
	All Assets
	Dr
	Assets

	6
	All Liabilities
	Cr
	Liability

	7
	Cash / cash in hand / Cash balance
	Dr
	Assets

	8
	Bank / cash at bank / Bank balance
	Dr
	Asset

	9
	Bank overdraft / unfavourable Bank bal
	Cr
	liability

	10
	Drawings
	Dr
	-

	11
	Capital
	Cr
	Liability

	12
	Purchase / cash purchase / credit purchase
	Dr
	Expenses

	13
	Sale / Cash sales / Credit sales
	Cr
	Income

	14
	Purchase Return / Return outwards
	Cr
	Income

	15
	Sales Return/ Return Inwards
	Dr
	Expenses

	16
	Stock / Opening stock / Closing stock / Inventory
	Dr
	Asset

	17
	All Expenses / Sundry expenses
	Dr
	Expenses

	18
	Outstanding expenses / expenses payable / expenses due but not paid / Unpaid Expenses
	Cr
	Liability

	19
	Prepaid expenses / expenses paid in Advance / Unexpired Ex.
	Dr
	Asset

	20
	All Income / Sundry Income
	Cr
	Income

	21
	O/s Income / Income receivable / Income due but not received
	Dr
	Asset

	22
	Pre received Income / Income received in Advance
	Cr
	Liability

	23
	Furniture
	Dr
	Asset

	24
	Land & Building
	Dr
	Asset

	25
	Machinery
	Dr
	Asset

	26
	Debtors / Sundry Debtors / Trade debtors / Book debts / Customers ledger balance
	Dr
	Asset

	27
	Creditors / Sundry creditors / Trade creditors / Suppliers Ledger balance
	Cr
	Liability

	28
	Discount
	Dr
	Expenses/Loss

	29
	Reserve (Provision) for Discount
	Cr
	-

	30
	Discount / Discount Allowed / Discount on Debtors (Customer)
	Dr
	Expenses/Loss

	31
	Discount Received (earned) / Discount on Creditors (Supplier)
	Cr
	Income

	32
	Reserve (Provision) for Discount on Debtor (Customers)
	Cr
	-

	33
	Reserve (Provision) for Discount on Creditors (Suppliers)
	Dr
	-

	34
	Postage & telegram
	Dr
	Expenses

	35
	Taxes
	Dr
	Expenses

	36
	Rent & Rates
	Dr
	Expenses

	37
	Salaries & Wages
	Dr
	Expenses

	38
	Carriage / Carriage Inward / Carriage outward
	Dr
	Expenses

	39
	Gas & electricity
	Dr
	Expenses

	40
	Lighting & heating
	Dr
	Expenses

	41
	Repair
	Dr
	Expenses

	42
	Cartage
	Dr
	Expenses

	43
	Advertisement
	Dr
	Expenses

	44
	Commission / Commission paid
	Dr
	Expenses

	45
	O/s commission / Commission payable
	Cr
	liability

	46
	Prepaid commission
	Dr
	Asset

	47
	Commission received
	Cr
	Income

	48
	Commission receivable
	Dr
	Asset

	49
	Pre-received commission
	Cr
	Liability

	50
	Travelling Expenses
	Dr
	Expenses.

	51
	General Expenses
	Dr
	Expenses

	52
	Loan given / Loan to......
	Dr
	Asset

	53
	Loan taken / Loan from......
	Cr
	Liability

	54
	Bad debts
	Dr
	Loss

	55
	Reserve (provision) for bad debts
	Cr
	-

	56
	Bad debts recovered
	Cr
	-

	57
	Contribution to Provident Fund (PF)
	Dr
	Expenses

	58
	Provident Fund
	Cr
	Liability

	59
	Provident Fund Investment
	Dr
	Asset

	60
	Interest on PF Investment
	Cr
	 Liability

	61
	B/R / Bill receivable / Acceptance Received
	Dr
	Asset

	62
	B/P / Bills payable / Acceptance given
	Cr
	Liability

	63
	Equipments
	Dr
	Asset

	64
	Depreciation
	Dr
	Exp. / Loss

	65
	Provision for Depreciation
	Cr
	-

	66
	Contribution to prize fund
	Dr
	Expenses

	67
	Prize fund
	Cr
	Liability

	68
	Prize fund Investment
	Dr
	Asset

	69
	Interest on Prize fund Investment
	Cr
	Liability

	70
	Interest
	Dr
	Expenses

	71
	Freehold Property
	Dr
	Asset

	72
	Premises
	Dr
	Asset

	73
	Freight
	Dr
	Expenses

	74
	Interest / Interest paid
	Dr
	Expenses

	75
	Interest payable / O/s Interest
	Cr
	Liability

	76
	Excise Duty
	Dr
	Expenses

	77
	Loose Tools
	Dr
	Asset

	78
	Motive Power
	Dr
	Expenses

	79
	Purchase of stationary
	Dr
	Expenses

	80
	Goodwill
	Dr
	Asset

	81
	Patents
	Dr
	Asset

	82
	Trade Marks
	Dr
	Asset

	83
	Petty cash balance
	Dr
	Asset

	84
	Petty cash expenses
	Dr
	Expenses

	85
	Audit Fees
	Dr
	Expenses

	86
	Legal charges
	Dr
	Expenses

	87
	Royalties
	Dr
	Expenses

	88
	General Reserve
	Cr
	Liability

	89
	Reserve Fund
	Cr
	Liability

	90
	Salaries
	Dr
	Expenses

	91
	Factory Rent / lighting
	Dr
	Expenses

	92
	Printing & Stationary
	Dr
	Expenses

	93
	Telegram Charges
	Dr
	Expenses

	94
	Insurance
	Dr
	Expenses

	95
	Power & Fuel
	Dr
	Expenses

	96
	Rent due but not received / Rent receivable
	Dr
	Asset

	97
	Prepaid Insurance
	Dr
	Asset

	98
	Furniture & fixture
	Dr
	Asset

	99
	Advance paid / Advance to.......
	Dr
	Asset

	100
	Advance Received / Advance from.......
	Cr
	Liability

	101
	Bank loan
	Cr
	Liability

	102
	O/s Salaries
	Cr
	Liability

	103
	Bank Charges
	Dr
	Expenses

	104
	Vehicles
	Dr
	Asset

	105
	Unpaid wages
	Cr
	Liability

	106
	Dividend (For Company)
	Dr
	Expenses

	107
	Dividend received
	Cr
	Income

	108
	Packing expenses
	Dr
	Expenses

	109
	Painting Expenses
	Dr
	Expenses

	110
	Net Loss by fire
	Dr
	Expenses

	111
	Publicity expenses
	Dr
	Expenses

	112
	Loan
	Cr
	Liability

	113
	Delivery Cycles
	Dr
	Asset

	114
	Typewriters
	Dr
	Asset

	115
	Patents & Patterns
	Dr
	Asset

	116
	Deposit given
	Dr
	Asset

	117
	Insurance claim
	Dr
	Asset

	118
	Deposit Received
	Cr
	Liability

	119
	Insurance Premium
	Dr
	Expenses

	120
	Power & water
	Dr
	Expenses

	121
	Octroi
	Dr
	Expenses

	122
	Clearing charges
	Dr
	Expenses

	123
	Deposit with MTNL
	Dr
	Asset

	124
	Rent on premises sublet
	Cr
	Income

	125
	Interest on loan to Mahesh
	Cr
	Income

	126
	Dividend on Investment
	Cr
	Income

	127
	Interest on loan from Sanjay
	Dr
	Expenses

	128
	Interest on overdraft
	Dr
	Expenses

	129
	Establishment Expenses
	Dr
	Expenses

	130
	Donation or Charity
	Dr
	Expenses

	131
	Rent from tenants
	Cr
	Income 

	132
	Lenders
	Cr
	Liability

	133
	Amount due from A
	Dr
	Asset

	134
	Amount due to B
	Cr
	Liability

	135
	Motor Upkeep (Repair)
	Dr
	Expenses

	136
	Dead stock
	Dr
	Asset

	137
	Leasehold
	Dr
	Asset

	138
	6% Govt. security
	Dr
	Asset

	139
	Accrued wages (Outstanding wages)
	Cr
	Liability

	140
	Demurrage (for transportation company/business)
	Dr
	Expenses

	141
	Investment
	Dr
	Assets

	142
	Apprentice Premium (Amount received from trainee)
	Cr
	Income


Note:	Cash at Bank (as per P.B.) - Given & 
		Cash at Bank (as per  C.B.) - Given	
		Then take only cash at bank as per C.B.
INTRODUCTION
	As and when business transactions take place, same are first recorded in the journal in the summarised form and subsequently they are posted to respective ledger account. This is in short known as journalisation and ledger posting respectively. This process of journalisation and ledger posting are continuously done for one accounting year and then at the end of accounting year all ledger accounts are closed, totaled and balanced. On totaling and balancing, some ledger accounts show debit balance and some ledger accounts show credit balance. In rare cases some ledger account does not show any balance. After this process a statement is prepared by businessman or accountant where in total of debit side and credit side of every ledger account or net balance shown by every ledger account is systematically recorded to ascertain arithmetical accuracy and to detect errors or frauds committed in the business. This statement is called trial balance. Thus trial balance is an abstract or list of all ledger accounts as on a specified date showing debit total and credit total of all the accounts or their balances. In other words trial balance is a statement showing balances or total of debit and credit side of all the accounts in the ledger as on a particular date. A trial balance may be prepared on any date or at time, but it must be prepared by businessman at the close of accounting year. 
	The trial balance is the test of accuracy and it establishes the principle that each debit has a corresponding credit. It is called trial balance because by preparing this statement, a businessman it taking trial of arithmetic accuracy of books of accounts. Trial balance is neither books of original entry nor the part of ledger. Final A/c is prepared from trial balance. Trial balance can be prepared periodically say monthly, quarterly, six monthly or annually.
MEANING
	A Trial balance is a statement showing the debit and credit balances on the various ledger accounts as on a particular date. It is also called ‘Statement of Balances’. In other words, it is a list of ledger balances extracted after completing the recording and posting of all transactions up to a certain date. A trial balance is not a ledger account but simply a statement.


OBJECTIVES AND PURPOSES OF TRIAL BALANCE:
1)	Trial balance is prepared to ascertain arithmetical accuracy of ledger accounts. If total of debit column and total of credit column of the trial balance are tallied with each other, it is clear that no mistakes whatsoever nature, has been committed in writing accounts. It is also confirmed that the posting to ledger account in terms of debit and credit amount, carry forward etc. are accurate.
2)	Trial balance is also useful for preparation of final accounts.
3)	To locate and accounting errors committed in writing accounts, trial balance is used. Trial balance will not tally if mistakes or omissions in writing accounts, carry forward etc. are committed.
4)	Trial balance provides a condensed picture of each accounts opened and operated in the ledger. With the help of trial balance, position of any account prepared in the ledger can be easily known or found out without referring ledger.
5)	Its agreement (i.e. Debit column total matching with credit column total), provides reasonable grounds for presuming that the books of account have been correctly written up.
6)	It provides a base to draw conclusions by comparing trial balances of the past with the present.
PROFORMA OR SPECIMEN OF A TRIAL BALANCE
(1)	Journal Form:
Trial balance as on ..........
	Sr.
No.
	Name of the Account / Particulars
	L.F.
	Debit [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ]
	Credit [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ]

	
	
	
	
	


(2)	Ledger Form :
Trial balance as on ..........
	Sr.
No.
	Name of the Account (Particulars)
	L.F.
	Debit [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ]
	Sr.
No.
	Name of the Account  (Particulars)
	L.F.
	Credit [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ]

	
	
	
	
	
	
	
	


	TYPES OF TRIAL BALANCE:
	A Trial balance can be of two types. : (1) Gross Trial Balance (2) Net Trial Balance.
(1)	Gross Trial Balance:
		A gross Trial Balance is that trial balance in which two sides i.e. debit side and credit side of accounts are totaled separately and the total of debit side of each account is transferred and entered in the debit side of a trial balance and the total of credit side of each account is also transferred and entered in the credit side of a trial balance. When total of all the ledger accounts are transferred in the trial balance, both the sides i.e. debit side and credit side of a trial balance are totaled separately. Note that debit side total must agree or tally with credit side total. Under this type of trial balance, all ledger accounts are not balanced.
		Usually, the Gross Trial Balance is not prepared, but whenever in the middle of a particular period, an accountant wants to test the arithmetical accuracy, then he may prepare the Gross Trial Balance. The Gross Trial Balance does not give a clear position of all accounts.
	A Specimen of Gross Trial Balance is given below :
Gross Trial Balance as on _________
	Sr. No.
	Particulars
	L.F.
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	Cash
	
	43,000
	2,000

	
	Goods
	
	22,000
	2,000

	
	Bakul
	
	20,000
	20,000

	
	Furniture
	
	10,000
	-

	
	Capital
	
	-
	60,000

	
	Raman
	
	4,050
	12,000

	
	Bank
	
	19,800
	15,200

	
	Drawing
	
	3,500
	-

	
	Sales
	
	-
	15,500

	
	Loss by fire
	
	2,000
	-

	
	Purchase
	
	2,000
	-

	
	Discount allowed
	
	200
	-

	
	Commission
	
	200
	-

	
	Discount received
	
	-
	50

	
	Total [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ]
	
	1,26,750
	1,26,750


2)	Net Trial Balance:
	Net trial balance is more common and popular in the business world. It is extensively used by the business people. Net trial balance is a type of trial balance in which net balance shown by every ledger account is systematically transferred and recorded. Net trial balance is prepared by transferring net balance shown by ledger accounts in respective columns, i.e. debit balance in debit column and credit balance in credit column of the trial balance. Ledger account which does not show balance is not transferred to trial balance.
	A Specimen of Net Trial Balance is given below :
Net Trial Balance as on..........
	Sr. No.
	Particulars
	L.F.
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	1
	Cash
	
	10,000
	-

	2
	Bank
	
	50,000
	-

	3
	Sundry Debtors
	
	15,000
	-

	4
	Machinery
	
	60,000
	-

	5
	Sundry Creditors
	
	-
	35,000

	6
	Capital
	
	-
	1,00,000

	
	Total [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ]
	
	1,35,000
	1,35,000





Difference between Gross Trial Balance and Net Trial Balance
	Gross Trial Balance	Net Trial Balance
	Particulars
	Debit
Amt.
	Credit Amt.

	Sundry Debtors
	40,000
	10,000

	Sundry Creditors
	20,000
	30,000

	Capital
	-
	40,000

	Bills Payable
	5,000
	15,000

	Machinery
	1,00,000
	20,000

	Bank Overdraft
	10,000
	60,000

	Total
	1,75,000
	1,75,000


	Particulars
	Debit
Amt.
	Credit Amt.

	Sundry Debtors
	30,000
	-

	Sundry Creditors
	-
	10,000

	Capital
	-
	40,000

	Bills Payable
	-
	10,000

	Machinery
	80,000
	-

	Bank Overdraft
	-
	50,000

	Total
	1,10,000
	1,10,000



PRACTICAL PROBLEMS
	Problem - 1
	The following balances are extracted from the books of Srigopal as at 31-12-1999:
	Particulars
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	Capital
	15,000

	Land and Building
	15,600

	Bank Overdraft
	2,500

	Cash in hand
	680

	Stock-in-Trade as at 1st January 1999
	6,000

	Purchases
	7,200

	Provision for Bad Debt
	370

	Sales
	17,000

	Wages
	1,250

	Salaries
	700

	Advertisement
	210

	Rent and Taxes
	160

	Insurance
	40

	Discount allowed
	300

	Repairs to Building
	210

	Interest and Discount received
	500

	Debtors
	6,620

	Creditors
	4,100

	General Expenses
	500


	Prepare a Trial Balances. [ Ans. 39,470 ]



	Problem – 2
	Prepare a Trial Balance from the following list of balances extracted as on 31st December, 2003: 
	Sr.
No.
	Particulars
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	Sr.
No.
	Particulars
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	1
	Capital
	2,45,000
	16
	Sundry Creditors
	13,225

	2
	Sales
	4,03,325
	17
	Loan from Patel
	21,700

	3
	Purchases
	3,20,565
	18
	Commission Received
	2,745

	4
	Drawings
	14,800
	19
	Bills Payable
	11,260

	5
	Machinery
	90,000
	20
	Opening Stock
	13,600

	6
	Buildings
	1,20,000
	21
	Furniture
	42,500

	7
	Sundry Debtors
	42,600
	22
	Travelling Expenses
	1,550

	8
	Discount Received
	4,590
	23
	Cash at Bank
	18,000

	9
	Purchases Returns
	1,233
	24
	Sales Returns
	3,125

	10
	Cartage
	438
	25
	Outstanding Rent (Payable)
	1,200

	11
	Salaries
	4,335
	26
	Commission recd. in adv.
	4,500

	12
	Insurance
	1,420
	27
	Prepaid Insurance
	1,500

	13
	Wages
	4,335
	28
	Reserve for Doubtful Debts
	3,000

	14
	Office Expenses
	1,790
	29
	Trade Expenses
	1,400

	15
	Cash
	4,820
	30
	Goodwill
	25,000


	[ Ans. 7,11,778 ]
	Problem – 3
	Following balance extracted from the books of Shri Ramchandra as on 31st December 1987. Prepare a Trial Balance.
	Particulars
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	Particulars
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	Opening Stock
	15,000
	Printing and Stationary
	3,400

	Bills Payable
	6,000
	Insurance
	750

	Outstanding Wages
	1,700
	Salaries
	10,000

	Purchases
	45,700
	Creditors
	12,000

	Wages
	9,900
	Bank Overdraft
	3,000

	Investment
	3,500
	Postage and Telephone
	700

	Sales
	79,800
	Machinery
	26,800

	Ramchandra’s Capital
	65,000
	Furniture
	6,400

	Carriage Inwards
	2,600
	Debtors
	25,000

	Carriage Outwards
	2,000
	Cash at Bank
	10,500

	Bad Debts
	250
	Advertisement
	2,000

	Bills Receivable
	4,000
	Reserve for Bad Debts
	1,000


	[ Ans. 1,68,500 ]




	Problem – 4
	Following are the balances extracted from the ledger of M/s. J. J. Mehta & Sons. You are required to prepare Trial Balance from it for the Year ending 31st March, 1992.
	Particulars
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	Particulars
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	Loss on sale of machinery
	2,000
	Loan to Rajesh
	25,000

	Profit on sale of furniture
	2,500
	Loan from Prakash
	7,500

	Provident fund
	3,000
	Inventories
	40,000

	Interest on P.F. Investment
	200
	Drawing 
	7,000

	Contribution to P.F.
	500
	Advance recd from Mr. Rakesh
	2,000

	P. F. Investment
	2,000
	Audit Fees
	2,500

	Dead Stock
	5,000
	Motor upkeep (Repairs)
	1,300

	Apprentice Premium
	700
	Reserve for doubtful debts
	700

	Book Debts
	52,000
	Profit and Loss A/c (Loss)
	5,000

	Acceptance given (B/P)
	3,000
	Insurance claim
	6,000

	Petty Cash
	3,700
	Jayesh Mehta’s Loan A/c
	10,500

	Demurrage
	600
	Jashmin Mehta’s Loan A/c
	19,250

	Establishment expenses
	400
	Jayesh Mehta Capital A/c
	80,000

	Life Insurance Premium
	200
	Jashmin Mehta's Capital A/c
	20,000

	Advertisement Suspense A/c
	3,000
	
	

	Trade expenses
	3,150
	
	

	Purchases A/c
	75,000
	
	

	Sales A/c
	85,000
	
	


	[ Ans. 2,34,350 ]
	Problem – 5
	Redraw correctly the Trial Balance given below:
Trial Balance
	Particulars
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	Particulars
	Cr [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ]

	Capital
	8,000
	Debtors
	7,580

	Bad debts received
	250
	Bank Deposit
	2,750

	Creditors
	1,250
	Discount allowed
	40

	Return Outward
	350
	Drawing
	600

	Bank overdraft
	1,570
	Returns Inwards
	450

	Rent
	350
	Sales
	14,690

	Salaries
	850
	Bills Payable
	1,350

	Trade Expenses
	300
	
	

	Cash in hand
	210
	
	

	Stock, 1st January, 1999
	2,450
	
	

	Purchase
	11,880
	
	

	
	27,460
	
	27,460


	[Ans. 27,460]


	Problem – 6
	Following is the trial balance prepared by Mr. Dull, which he has not tally correctly. Prepare correct Trial Balance. 
	Particulars
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	Credit [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ]

	Loan from Shah
	40,000
	-

	Debtors
	-
	37,900

	Bad-debts recovered
	1,250
	-

	Creditors
	6,250
	-

	Lease-hold premises
	-
	13,750

	Discount allowed
	-
	200

	Drawings
	-
	3,000

	Return outwards
	1,750
	-

	Bank overdraft
	7,850
	-

	Rent paid
	1,750
	-

	Return Inwards
	-
	2,250

	Sales
	-
	93,450

	Capital
	20,000
	-

	Bills payable
	-
	6,750

	Salaries and Wages
	4,250
	-

	Fuel
	1,500
	-

	Cash and Bank
	21,050
	-

	Goodwill
	12,250
	-

	Purchases
	59,400
	-

	Advance received
	5,000
	-

	Prepaid
	-
	25,000

	Total
	1,82,300
	1,82,300


	[ Ans. 1,82,300 ]
	Problem – 7
	Prepare a trial balance as on 30th June, 1996, from the following list of balance :
	Sr.
No.
	Particulars
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	Sr.
No.
	Particulars
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	1
	Purchases Returns
	466
	13
	Discount from Creditors
	3,180

	2
	Drawings
	9,600
	14
	Cash at Bank 
	16,000

	3
	Wages
	670
	
	(as per Cash Book)
	

	4
	Sundry Creditors
	6,450
	15
	Opening Stock
	7,200

	5
	Bills Payable
	2,520
	16
	Cartage
	876

	6
	Cash at Bank 
	20,000
	17
	Purchases
	41,130

	
	(as per Pass Book)
	
	18
	Furniture
	5,000

	7
	Building
	40,000
	19
	Capital
	90,000

	8
	Sundry Debtors
	25,200
	20
	Machinery
	20,000

	9
	Travelling Expenses
	1,100
	21
	Loan from Patel
	3,400

	10
	Salaries
	2,670
	22
	Commission Earned
	5,490

	11
	Insurance
	840
	23
	Cash at hand
	1,640

	12
	Sales
	62,000
	24
	Office Expenses
	1,580


	[ Ans. 1,73,506 ]
	Note: It is always the bank balance as per Cash Book and never the bank balance as per Pass Book that is taken into account while preparing the Trial Balance.
	Problem – 8
	Following balances are extracted from the books of M/s. Ashwini Kumar. You are requested to prepare trial balance as on 31st December, 1988.
	Particulars
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	Ashwini Kumar Capital
	3,30,000

	Ashwini Kumar’s Drawings
	24,450

	Stock (1.1.1988)
	2,00,000

	Bills Receivable
	25,000

	Purchases
	2,75,000

	Sales
	4,00,000

	Bills Payable
	60,000

	Return Inwards
	5,000

	Return Outwards
	4,500

	Plant and Machinery
	1,00,000

	Loose Tools
	25,000

	Patents
	25,000

	Sundry Debtors
	1,25,000

	Sundry Creditors
	1,40,000

	Cash at Bank
	84,550

	Wages
	19,000

	Salaries
	17,500

	Rates and Taxes
	7,500

	Insurance
	3,000

	Printing and Stationery
	2,000

	Power and Fuel
	3,500

	Reserve for Doubtful Debts
	1,250

	General Reserve
	5,000

	Rent due but not received
	200

	Outstanding Wages
	1,000

	Prepaid Rent
	150

	Interest received in advance
	100


	[ Ans. 9,41,850 ]
	Problem – 9
	The under-mentioned balance were extracted from the books of Sri Nair as on 31.3.1997. You are asked to prepare a Trial Balance as on that date.
	Particulars
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	Capital
	78,000

	Stock on 1.4.96
	5,000

	Land and Building
	46,000

	Furniture and Fixtures
	13,500

	Plant and Machinery
	35,000

	Purchases
	78,900

	Sales
	1,30,620

	Discount Earned
	470

	Discount Allowed
	540

	Carriage on Sales
	120

	Carriage on Purchases
	230

	Sales Return
	1,500

	Purchases Return
	380

	Wages and Salaries
	17,680

	Rates and Taxes
	1,370

	Rent Received
	530

	Sundry Expenses
	1,660

	Trade Creditors
	22,760

	Debtors
	34,000

	Drawings
	3,000

	Bills Payable
	1,140

	Cash in hand
	1,200

	Bank Loan
	5,800


	[ Ans. 2,39,700 ]
	Problem – 10
	The following trial balance is incorrect and incomplete. Redraft the trial balance correctly, and cast the totals.
	Particulars
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	Sales
	3,000
	-

	Purchases
	-
	2,000

	A’s Capital
	-
	5,770

	B’s Capital
	-
	2,380

	A’s Drawings
	-
	500

	B’s Drawings
	-
	500

	Freehold Land
	2,000
	-

	Bills Receivable
	-
	2,250

	Bills Payable
	3,750
	-

	Sundry Debtors
	4,005
	-

	Sundry Creditors
	-
	1,050

	Bank Loan
	3,700
	-

	Fixed Assets
	5,050
	-

	Outstanding Expenses
	200
	-

	Administrative Expenses
	545
	-

	Vehicles (mortgaged to bank)
	-
	3,000


	[ Ans. 19,850 ]	



	Problem - 11
	From the following balances of Mr. Nayak prepare his Trial balance as on 31st December, 1998 :
	Sr.
No.
	Particulars
	[image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ]
	Sr.
No.
	Particulars
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	1
	Drawings
	6,000
	18
	Opening Stock
	45,000

	2
	Sundry Creditors
	17,800
	19
	Cash Purchases
	96,450

	3
	Postage
	1,550
	20
	Discount Received
	4,500

	4
	Returns Outwards
	1,950
	21
	Motor Car Expenses
	2,000

	5
	Wages
	6,000
	22
	Loan from Mrs. Hussain
	45,000

	6
	Insurance
	1,400
	23
	Furniture
	44,000

	7
	Sales
	1,80,000
	24
	Salaries
	22,400

	8
	Credit Purchases
	35,000
	25
	Outstanding Wages
	6,000

	9
	Motor Car
	82,000
	26
	Prepaid insurance
	1,200

	10
	Sundry Expenses
	12,500
	27
	Buildings
	65,000

	11
	Interest
	1,500
	28
	Bad debts recovered
	2,500

	12
	Cash
	11,200
	29
	Capital
	2,60,000

	13
	Sundry Debtors
	70,000
	30
	Royalties
	17,500

	14
	Bank Overdraft
	7,500
	31
	Bills Payable
	10,000

	15
	Returns Inwards
	2,100
	32
	Bills Receivable
	12,000

	16
	Carriage Outwards
	3,000
	33
	General Reserve
	4,250

	17
	Printing
	1,700
	
	
	


	[ Ans. 5,39,500 ]
	Problem - 12
	Following are the balances extracted by Shri Munna. Prepare a Trial Balance as on 31st December 98. In case it does not agree, put Suspense A/c.		
	Particulars
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	Purchases
	60,000

	Sales
	80,000

	Capital
	90,000

	Depreciation
	5,000

	Machinery
	20,000

	Accrued wages
	10,000

	Wages
	60,000

	General Reserve
	3,000

	Rent
	13,000

	Rent Payable
	3,000

	Bad-debts provision
	500

	Repair to Machine
	2,000

	Deposit with BSES
	1,000

	Loan to Suhagan
	20,000

	Interest on above
	2,000

	Patent and Trademarks
	5,000

	Carriage Inward
	1,000

	Carriage Outward
	500

	Commission Paid
	2,000

	Commission Payable
	200

	Commission receivable
	400

	Book-debts
	12,000

	Outstanding income
	200

	6% Government security
	10,000

	Due to supplier
	20,000


		[ Ans. 2,12,100 ]
	Problem - 13
	In spite of repeated efforts following trial balance did not tally, you are required to redraft the following trial balance in correct form :
Trial Balance as on 30th June, 1998.
	Sr.
No.
	Particulars
	L.F.
	Debit [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ]
	Credit [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ]

	1
	Drawings
	
	-
	4,500

	2
	Purchases
	
	62,500
	-

	3
	Opening Stock
	
	10,400
	-

	4
	Closing Stock
	
	9,800
	-

	5
	Discount Allowed
	
	-
	400

	6
	Capital
	
	-
	29,800

	7
	Premises
	
	-
	5,000

	8
	Loan from Bank
	
	5,000
	-

	9
	Motor Van
	
	6,000
	-

	10
	Sundry Debtors
	
	20,000
	-

	11
	Sundry Creditors
	
	-
	28,500

	12
	Typewriter
	
	2,000
	-

	13
	Sundry Expenses
	
	5,000
	-

	14
	Sales
	
	-
	85,800

	15
	Wages
	
	3,000
	-

	16
	Carriage inward
	
	-
	5,000

	17
	Carriage outward
	
	-
	3,000

	18
	Outstanding wages
	
	8,000
	-

	19
	Prepaid insurance
	
	1,700
	-

	20
	Bad debts recovered
	
	-
	7,500

	21
	Discount received
	
	-
	15,200

	22
	Furniture
	
	26,000
	-

	23
	Goodwill
	
	25,000
	-

	24
	Outstanding salaries
	
	-
	9,500

	
	Total
	
	1,84,400
	1,94,200


		[ Ans. 1,89,300 ]


	Problem - 14
	From the following list of balances of Shri Rajesh, prepare Trial Balance as on 31st December, 1992:
	Particulars
	[image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ]
	Particulars
	[image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ]

	Bank
	13,200
	Building
	15,000

	Cash
	10
	Plant and Machinery
	20,000

	Stock
	13,700
	Advertisement
	500

	Discount allowed
	3,190
	Carriage
	300

	Discount received
	2,500
	Postage
	400

	Bills Receivable
	910
	Furniture
	5,000

	Bills Payable
	1,350
	Freehold premises
	20,000

	Purchases
	40,000
	Loan from Mr. Ram
	30,000

	Sales
	60,000
	Investment
	5,000

	Wages
	1,500
	Motor Car
	20,000

	Salaries
	7,500
	Bank Charges
	30

	General expenses
	2,500
	Capital
	64,890

	Creditors
	10,000
	
	


	[ Ans. 1,68,740 ]
	Problem - 15
	From the following balances prepare trial balance as on 31st March,1988.	
	Particulars
	[image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ]
	Particulars
	[image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ]

	Opening Stock
	20,000
	Insurance
	1,300

	Sundry Debtors
	28,000
	Plant and Machinery
	30,000

	Bills Payable
	10,101
	Sundry Creditors
	21,500

	Purchases
	40,000
	Rent
	1,800

	Wages
	8,500
	Sales
	70,000

	Returns Outward
	2,500
	Reserve for Doubtful Debts
	400

	Salaries
	2,700
	Travelling Expenses
	1,400

	Office Expenses
	2,446
	Return Inward
	3,500

	Land and Building
	44,800
	General Reserve
	4,000

	Bills Receivable
	4,000
	Interest due but not received
	1,000

	Bank
	6,655
	Outstanding Wages
	2,000

	Capital
	90,000
	Prepaid insurance
	1,000

	Drawings
	2,400
	Commission recd. in advance
	500

	Bank Overdraft
	3,000
	Furniture
	4,500


	[ Ans. 2,04,001 ]
	Problem – 16
	Following figures are taken from Smt. Chhaya B. Mehta as on 31st March, 1993. 		Prepare Trial Balance.	
	Particulars
	[image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ]
	Particulars
	[image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ]

	Cash and Bank
	7,300
	Unpaid Wages
	500

	Prepaid expenses
	200
	Incidental expenses
	200

	Advance commission received
	300
	Stock of Stationery
	300

	Customer’s ledger balance
	19,000
	Carriage Inward
	400

	Supplier’s ledger balance
	7,000
	Carriage Outward
	600

	Purchases
	70,000
	Opening Stock
	6,500

	Sales 
	90,000
	Bank Overdraft
	3,500

	Purchase Return
	1,000
	Royalty received
	300

	Sales Return
	1,500
	Interest on Bank Overdraft
	100

	Office furniture
	7,000
	Capital A/c
	36,900

	Export duty
	700
	Depreciation
	3,000

	Office equipment
	4,700
	Bad Debts
	1,000

	Land and Building
	17,000
	
	


		[ Ans. 1,39,500 ]
RULES OF DEBIT & CREDIT (MODERN APPROACH) 
& ACCOUNTING EQUATION
		According to modern approach every business transaction is concerned with assets, liabilities (outside), Capital, Expenses or losses & Revenues/Gains/Incomes/Profit. All the accounts are divided into 5 categories for the purpose of recording the transactions.
1)	Assets A/c
2)	Liabilities (Outside) A/c
3)	Capital A/c
4)	Expenses & Losses A/c
5)	Revenues / Gains / Incomes / Profit A/c
1	Assets A/c
	All assets have debit balance.
Rules of debit & credit
An increase in asset is debited to Asset A/c
&
Decrease in asset is credited to Asset A/c
	Example of Assets
	Plant & Machinery, Furniture & Fixtures, Investment, Land & Building, Loose Tools, Office equipment, Premises, Office premises, Freehold premises, Leasehold premises, Cash in hand (Cash balance), Cash with bank (Bank balance), Bills receivable, Stock (Stock in trade/opening stock/closing stock), Debtors (Trade receivables), Motor car, Vehicles, Motor Van, Type writer, Goodwill, Trade mark, Patent (Patent Right), Copy Right, Prepaid expenses (expenses paid in advance/prepaid rent, salary paid in advance), Income receivable (Outstanding Income/commission receivable), loan given (loan to Mr. A/Loan given to Mr. X) etc.
2	Liabilities (outside) A/c
	All liabilities have credit balance.
Rules of debit & credit
An increase in liability credited to Liability A/c
&
Decrease in liability is debited to Liability A/c


	Examples of Liabilities
	Sundry Creditors (Trade payables), Bank overdraft, Bank loan, Bills payable, Loan taken (Loan from Mr. B/Loan taken from Mr. Y), Outstanding expenses (expenses payable/outstanding salary/wages payable), Pre-received Income (Income received in advance/Pre-received commission/salary received in advance) etc.
3	Capital A/c
	Capital has credit balance.
Rules of debit & credit
An increase in capital is credited to Capital A/c
&
Decrease in Capital is debited to Capital A/c
	Examples of Capital
	Vinay’s capital, Rajan’s Capital, Jayesh Mehta’s Capital etc.
4	Expenses/Losses A/c
	All expenses/losses have debit balance.
Rules of debit & credit
An increase in expenses/losses is debited to Expenses/losses A/c
&
Decrease in expenses/losses is credited to Expenses/losses A/c
	Examples of Expenses/Losses
	Salaries, wages, Audit fees, loss by theft, loss on sale of Investment, Royalties A/c, Bad debts, Depreciation, Interest on Capital, Bank charges, Rent,  Clearing charges, Insurance premium, Printing & Stationery, Repairs, Sundry expenses, Advertisement, Import duty, export duty, octroi  duty, excise duty, subscription, Brokerage, Carriage, Cartage, Freight, Postage & Telegram etc.
5	Revenues/Gains/Incomes/Profit A/c
	All Revenues/Gains/Incomes/Profits have credit balance.
Rules of debit & credit
An increase in Revenue/Gain/Income/Profit is credited 
to Revenue/Gain/Income/Profit A/c
&
Decrease in Revenue/Gain/Income/profit is debited 
to Revenue/Gain/Income/Profit A/c
	Example of Revenue/Gains/Incomes/profits
	Interest received, Discount (earned) received, Brokerage received, Profit on sale of Assets, Interest  on Drawing, rent received, salary received , Sundry Income, Dividend received etc.
Rules of Debit & Credit (Modern approach)
	Sr. No.
	Types of Account
	Nature (Dr/Cr balance)
	Debit
	Credit

	1
	Assets
	Debit
	Increase
	Decrease

	2
	Expenses/losses
	Debit
	Increase
	Decrease

	3
	Liabilities
	Credit
	Decrease
	Increase

	4
	Revenues/Gains/Incomes/Profits
	Credit
	Decrease
	Increase

	5
	Capital
	Credit
	Decrease
	Increase


OR
	Sr. No.
	Types of Account
	Nature (Dr/Cr balance)
	Increase
	Decrease

	1
	Assets
	Debit
	Debited
	Credited

	2
	Expenses/losses
	Debit
	Debited
	Credited

	3
	Liabilities
	Credit
	Credited
	Debited

	4
	Revenues/Gains/Incomes/Profits
	Credit
	Credited
	Debited

	5
	Capital
	Credit
	Credited
	Debited


	Example
	From the following particulars show whether the following is an Asset, Liability, Income, Expense & Capital.
1	Furniture& Fixture
2	Computer
3	Brokerage paid
4	Carriage
5	Bank Overdraft
6	Creditors
7	Interest received
8	Dividend received
9	Goodwill
10	Cash in hand
11	Depreciation
12	Outstanding wages
13	Bills payable
14	Bills receivable
15	Discount allowed
16	Sundry Debtors
17	Royalty
18	Copy right
19	Cash at Bank
20	Prepaid telephone bills
21	Capital
22	Interest on Drawing
23	Interest on Capital
24	Bank loan
25	Motor Car
26	Plant & Machinery
27	Rent received
28	Commission paid
29	Discount received
30	Travelling expenses
31	Repairs
32	Prepaid Insurance
33	Outstanding salary
34	Pre-received commission
35	Rent receivable

· Accounting Equation
		Accounting Equation is a formula of accounting which shows total Assets of a business are always equal to the total liabilities of the business.
		Accounting Equation is a tool, with which equality of debits & credits can be ascertained.
		Accounting equation is also known as Balance sheet equation.
Balance sheet
	Liabilities
	Rs.
	Assets
	Rs.

	Capital (Owner’s equity)
Outsider’s liabilities (Creditor’s equity)
	x
x
	All Assets
	x

	
	xx
	
	xx


	Following are the equations:
	Total Assets = Total liabilities
	Total Assets = Outsider’s liabilities + Capital
	Assets = liabilities + Capital


	

	
	Assets – Liabilities = Capital
	Capital = Assets – Liabilities


	


CLASS WORK PROBLEMS
Q. 1	Show the accounting equation on the basis of the following transactions.
1)	Mr. Kumar commenced business with cash [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 50,000.
2)	Paid salary [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 1,200.
3)	Purchased furniture [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 5,000.
4)	Purchased goods from Rakesh for Cash [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 7,500.
5)	Sold goods to Shyam costing [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 13,000.
6)	Paid Rent [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 500. 
Soln.		
	Sr. no.
	Transaction & Entry
	Assets
	=
	Liabilities
	+
	Capital

	1
	Mr. Kumar commenced business with cash [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 50,000/-
	
	
	
	
	

	
	Cash A/c      Dr    50,000 (A)
	
	
	
	
	

	
	      To Capital A/c         50,000 (C)
	50,000
	=
	0
	+
	50,000

	
	
	50,000
	=
	0
	+
	50,000

	
	
	
	
	
	
	

	2
	Paid Salary [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 1,200/-
	
	
	
	
	

	
	Salary A/c     Dr     1200 (E)
	
	
	
	
	

	
	      To Cash A/c             1200 (A)  
	(-) 1,200
	=
	0
	+
	(-) 1,200

	
	
	48,800
	=
	0
	+
	48,800

	
	
	
	
	
	
	

	3
	Purchased furniture [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 5,000/-
	
	
	
	
	

	
	Furniture A/c     Dr       5,000 (A)
	(+) 5,000
	
	
	
	

	
	       To Cash A/c                  5,000 (A)    
	(-) 5,000
	=
	0
	+
	0

	
	
	48,800
	=
	0
	+
	48,800

	
	
	
	
	
	
	

	4
	Purchased goods from Rakesh for cash [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 7,500/-
	
	
	
	
	

	
	Goods A/c      Dr     7,500 (A)
	(+) 7,500
	
	
	
	

	
	      To Cash A/c            7,500 (A)
	(-) 7,500
	=
	0
	+
	0

	
	
	48,800
	=
	0
	+
	48,800

	5
	Sold goods to Shyam costing [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 13,000/-
	
	
	
	
	

	
	Shyam (Debtor) A/c    Dr   13,000 (A)
	(+)13,000
	
	
	
	

	
	       To Goods A/c                        13,000(A)  
	(-)13,000
	=
	0
	+
	0

	
	
	48,800
	=
	0
	+
	48,800

	6
	Paid Rent [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 500/-
	
	
	
	
	

	
	Rent A/c       Dr      500 (E)
	
	
	
	
	

	
	     To Cash A/c            500 (A)
	(-) 500
	=
	0
	+
	(-) 500

	
	
	48,300
	=
	0
	+
	48,300



Q. 2	Give the effects of Assets, Liabilities and Capital with equation.
1)	Sushil started business with cash [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 10,000
2)	Purchased goods on credit [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 3,000
3)	Paid rent [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 500
4)	Paid to creditor [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 1,000
5)	Additional capital introduced [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 5,000.
Soln.		
	Sr. no.
	Transaction & Entry
	Assets
	=
	Liabilities
	+
	Capital

	1
	Sushil started business with cash [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 10,000/-
	
	
	
	
	

	
	Cash A/c       Dr     10,000 (A)
	
	
	
	
	

	
	     To Capital A/c         10,000 (C)
	10,000
	=
	0
	+
	10,000

	
	
	10,000
	=
	0
	+
	10,000

	
	
	
	
	
	
	

	2
	Purchased goods on credit [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 3,000/-
	
	
	
	
	

	
	Goods A/c     Dr      3,000 (A)
	
	
	
	
	

	
	    To Party (Creditor) A/c     3,000 (L)  
	(+) 3,000
	=
	(+) 3,000
	+
	0

	
	
	13,000
	=
	3,000
	+
	10,000

	
	
	
	
	
	
	

	3
	Paid rent [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 500/-
	
	
	
	
	

	
	Rent A/c       Dr        500 (E)
	
	
	
	
	

	
	       To Cash A/c            500 (A)    
	(-) 500
	=
	0
	+
	(-) 500

	
	
	12,500
	=
	3,000
	+
	9,500

	
	
	
	
	
	
	

	4
	Paid to creditor [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 1,000/-
	
	
	
	
	

	
	Creditor A/c    Dr    1,000 (L)
	
	
	
	
	

	
	      To Cash A/c              1,000 (A)
	(-) 1,000
	=
	(-) 1,000
	+
	0

	
	
	11,500
	=
	2,000
	+
	9,500

	5
	Additional capital introduced [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 5,000/-
	
	
	
	
	

	
	Cash A/c      Dr     5,000 (A)
	
	
	
	
	

	
	       To Capital A/c        5,000(L) 
	(+) 5,000
	=
	0
	+
	5,000

	
	
	16,500
	=
	2,000
	+
	14,500


OR
1)	Sushil started business with cash [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 10,000/-
	Cash A/c	Dr	10,000 (A)
		To Capital A/c		10,000 (C)
		Assets	=	Liabilities	+	Capital
		Cash	=	0	+	Capital
		10,000	=	0	+	10,000
2)	Purchased goods on credit [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 3,000/-
	Goods A/c	Dr	3,000 (A)
		To Party (Creditors) A/c	3,000 (L)
			Assets	=	Liabilities	+	Capital
			Cash + Stock	=	Creditors	+	Capital
		Old Balance	10,000 + 0	=	0	+	10,000
		Transaction	0 + 3,000	=	3,000	+	0
		New Balance	10,000 + 3,000	=	3,000	+	10,000
3)	Paid rent [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 500/-
	Rent A/c	Dr	500 (E)
		To Cash A/c		500 (A)
			Assets	=	Liabilities	+	Capital
			Cash + Stock	=	Creditors	+	Capital
		Old Balance	10,000 + 3,000	=	3,000	+	10,000
		Transaction	(-) 500 + 0	=	0	+	(-) 500
		New Balance	9,500 + 3,000	=	3,000	+	9,500
4)	Paid to creditor [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 1,000/-
	Creditors A/c	Dr	1,000 (L)
		To Cash A/c		1,000 (A)
			Assets	=	Liabilities	+	Capital
			Cash + Stock	=	Creditors	+	Capital
		Old Balance	9,500 + 3,000	=	3,000	+	9,500
		Transaction	(-) 1,000 + 0	=	(-) 1,000	+	0
		New Balance	8,500 + 3,000	=	2,000	+	9,500
5)	Additional capital introduced [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 5,000/-
	Cash A/c	Dr	5,000 (A)
		To Capital A/c		5,000 (C)
			Assets	=	Liabilities	+	Capital
			Cash + Stock	=	Creditor	+	Capital
		Old Balance	8,500 + 3,000	=	2,000	+	9,500
		Transaction	5,000 + 0	=	0	+	5,000
		New Balance	13,500 + 3,000	=	2,000	+	14,500
Q. 3	Show the effects of accounting equation from the following transactions.
1)	Raj started business with cash [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 50,000
2)	Borrowed from Anil [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 10,000
3)	Paid salary [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 2,000
4)	Purchased goods on credit [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 10,000
5)	Received interest [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 2,000
Soln.
	Sr. no.
	Transaction & Entry
	Assets
	=
	Liabilities
	+
	Capital

	1
	Raj started business with cash [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 50,000/-
	
	
	
	
	

	
	Cash A/c      Dr    50,000 (A)
	
	
	
	
	

	
	    To Capital A/c         50,000 (C)
	50,000
	=
	0
	+
	50,000

	
	
	50,000
	=
	0
	+
	50,000

	
	
	
	
	
	
	

	2
	Borrowed from Anil [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 10,000/-
	
	
	
	
	

	
	Cash A/c   Dr      10,000 (A)
	
	
	
	
	

	
	     To Anil’s loan A/c     10,000 (L)  
	(+) 10,000
	=
	(+) 10,000
	+
	0

	
	
	60,000
	=
	10,000
	+
	50,000

	
	
	
	
	
	
	

	3
	Paid salary [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 2,000/-
	
	
	
	
	

	
	Salary A/c      Dr     2,000 (E)
	
	
	
	
	

	
	       To Cash A/c          2,000 (A)    
	(-)2,000
	=
	0
	+
	(-) 2000

	
	
	58,000
	=
	10,000
	+
	48,000

	
	
	
	
	
	
	

	4
	Purchased goods on credit [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 10,000/-
	
	
	
	
	

	
	Goods A/c     Dr    10,000 (A)
	
	
	
	
	

	
	     To Creditors A/c        10,000 (L)
	(+) 10,000
	=
	(+) 10,000
	+
	0

	
	
	68,000
	=
	20,000
	+
	48,000

	
	
	
	
	
	
	

	5
	Received interest [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 2,000/-
	
	
	
	
	

	
	Cash A/c       Dr     2,000 (A)
	
	
	
	
	

	
	     To Interest A/c        2,000 (I) 
	(+) 2,000
	=
	0
	+
	(+) 2,000

	
	
	70,000
	=
	20,000
	+
	50,000


OR
1)	Raj started business with cash [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 50,000/-
	Cash A/c	Dr	50,000 (A)
		To Capital A/c		50,000 (C)
		Assets	=	Liabilities	+	Capital
		Cash	=	0	+	Capital
		50,000	=	0	+	50,000
2)	Borrowed from Anil [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 10,000/-
	Cash A/c	Dr	10,000 (A)
		To Anil’s loan A/c		10,000 (L)
			Assets	=	Liabilities	+	Capital
			Cash	=	Anil’s loan	+	Capital
		Old Balance	50,000	=	0	+	50,000
		Transaction	(+) 10,000	=	(+) 10,000	+	0
		New Balance	60,000	=	10,000	+	50,000
3)	Paid salary [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 2,000/-
	Salary A/c	Dr	2,000 (E)
		To Cash A/c		2,000 (A)
			Assets	=	Liabilities	+	Capital
			Cash	=	Anil’s loan	+	Capital
		Old Balance	60,000	=	10,000	+	50,000
		Transaction	(-) 2,000	=	0	+	(-) 2,000
		New Balance	58,000	=	10,000	+	48,000
4)	Purchased goods on credit [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 10,000/-
	Goods A/c	Dr	10,000 (A)
		To Creditors A/c		10,000 (L)
			Assets	=	Liabilities	+	Capital
			Cash + Stock	=	Anil’s loan + Creditor	+	Capital
		Old Balance	58,000 + 0	=	10,000 + 0	+	48,000
		Transaction	0 + 10,000	=	0 + 10,000	+	0
		New Balance	58,000 + 10,000	=	10,000 + 10,000	+	48,000
5)	Received interest [image: http://www.google.co.in/url?source=imglanding&ct=img&q=http://rightyaleft.com/wp-content/uploads/2011/08/15rupee11.jpg&sa=X&ei=_QkBUPKyHYTTrQfFmv2HBg&ved=0CAwQ8wc&usg=AFQjCNFIkGTBKJ73fpdzzmU6YYa9LPWFeQ] 2,000/-
	Cash A/c	Dr	2,000 (A)
		To Interest A/c			2,000 (I)
			Assets	=	Liabilities	+	Capital
			Cash + Stock	=	Anil’s loan + Creditor	+	Capital
		Old Balance	58,000 + 10,000	=	10,000 + 10,000	+	48,000
		Transaction	2,000 + 0	=	0 + 0	+	2,000
		New Balance	60,000 + 10,000	=	10,000 + 10,000	+	50,000
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