| EARNING OBJECTIVES
After studying this Chapter, you should be able to understang

. Names of Books of Original Entry

» Meaning of Journal

+ Features of Journal

, Advantages and Limitations of Journal
» Rules of Journalising
+ Recording of Transactions in Journal

The books in which a transaction is recorded for the first time from a source
document are called ‘Books of Original Entry’. Journal is one of the basic books of
original entry in which transactions are originally recorded in a chronological
(day-to-day) order according to the principles of double entry system. When the size
of the business is a small one, then it is possible to enter each and €very transaction in
the Journal. But when the size of the business grows, it becomes no longer possibie to
record each and every transaction in the Journal. As such, the Journal is sub-divided
into a number of Sub-Journals known as special purpose subsidiary books or books

of original entry. Each type of transaction is recorded in a separate subsidiary book.
The subsidiary books may be enumerated as under :—

1. Cash Book 5. Sales Return Book

2. Purchases Book 6. Bills Receivable Book

3. Sales Book 7. Bills Payable Book

4. Purchases Return Book 8. Journal Proper

These books are termed as ‘books of original entry’ because transactions are first
of al! recorded in these books. A businessman need not maintain all of the above
mentioned subsidiary books, but he may maintain any of the above books according to

the needs and requirements of his business.
di In this chapter, only the ‘Journal’ has been discussed. Subsidiary books have bt

all,
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According to Professor Carter,
prime entry in which transactions are copie
waste book. The entries as they are copied are cl
to facilitate their being correctly posted, alterwar

““The Journal as originally used, is a book ¢
d in order of date from a memorandum g,

assified 1nto debits and credits, sq 2
Is in the ledger.”’
the transactions with detaijlg of

and the amount of each transactlotl"l. Prior t,
also be recorded 1n a rough book calleq

Thus. the Journal provides a date-wise record of all

the accounts debited and credited,

recording in Journal, the (ransactions may ﬂ 1e book is Not necessa
‘Waste book™ or ‘Memorandum book’. Maitenance of waste bO . not possibl f g
ansactions is so large that it 1s not po: e for ,

the use of waste book may prove helpful. Late
made in Journal.

but where the number ot everyday
husinessman to remember all of them,
on with the help of waste book recording 18

i‘.l‘ﬁ.li{thil L il ;J]lﬂEL'ltl y '-:' ,]..ln'th-ti

The Chief features of journal may he stated as under : . .
(/) Journal is a book in which the transactions are recor{i‘ed _ﬁljstrfl:) atr;as and when
they take place. For this reason, 1t 18 called a t_)mk of Urlgma“er;] y-

(if) A journal is only a book of primary (original) entry. All the U’E‘lnba(}‘.tl{)ng
recorded in the journal are subsequently transferred to ledger which is the

principal book of accounts. _
(iif) A journal is a daily accounting record, i.e. each day’s transactions are recorded

in the journal on the same day. ‘
(i) In journal, transactions are recorded in a Chronological order, i.e. in a date-wise

order.
(v) It maintains the identity of each transaction and provides a complete picture of

the same In one entry.
(vi) A journal records both debit and credit aspects of a transaction according to the

double entry system of book-keeping.
(vii) Each entry in the journal is followed by a brief explanation of the transaction
which is called ‘Narration’,

(viii) A single journal entry 1s capable of recording more than one transaction
involving more than two accounts. Such an entry 1s called compound entry

y " #
."‘. E'rl'lrl l' l||- 'I | || L i o' ! ¥
L i g & i . e &l [ ] .

(1) To keep a chronological (i.e. date-wise) record of al| transactions

(#7) To analyse each transaction into debit anc i
~ and credit aspects by usi
system of book-keeping. P Y using double entry

(iif) To provide a basis for posting into ledger.
(/v) To maintain ’the identity of each transaction by keeping a complete record of
each transaction at one place on a permanent basis )

Asivamni Ty . !
'ihl‘:-'&-' -y /R & .-‘*l:;!i;i;

Although it is not necessary to maintain a Journal and
recorded directly in the ledger accounts. a Jjournal
reasons:

an the transactions can be
sull 1s used for the following

(/) As transactions in journal are entered as and when

‘il §— they ta .
possibility of omission of a transaction in the books of ac Y take place, the

counts 1s minimized.
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(ii) As transactions in journal are recorded in chronological order, it is very easy to
locate a particular transaction when required. _

(iif) By analysing each transaction into debit and credit aspects, the journal

facilitates the posting into ledger.
(iv) Each entry in the journal carries narration which gives a brief explanation of the

transaction. Hence, postings in the ledger can be made without explanation.
(V) Journal facilitates cross checking of ledger accounts in case a trial balance does
not agrec.
(vi) Since entire transaction is recorded at one place in the journal, the identity of
cach transaction is maintained on a permanent basis.
(vir) Once the transaction is recorded in journal, posting in the ledger can be made as
and when convenient.

imitations of Journal :

(/) When the number of transactions is large, 1t is not possible to record all the
ransactions in Journal. It will become bulky and voluminous. Hence, the usual
practice is to have separate journals or books for different classes of transactions
such as purchase book, sales book etc.

(i/) Many transactions are repetitive in nature and if all transactions are recorded In
journal it will involve debiting and crediting the same accounts time and again.

It will involve repetitive posting labour also.
(iii) In order to ascertain cash balance everyday, cash transactions are usually

recorded in a separate book called ‘Cash book’. Thus cash transactions need not

be recorded in journal.
(iv) Journal does not provide the required information on prompt basis.

Format of Journal

JOURNAL
®Date | | Particulars Ledger Amount A mount
Folio Dr. Cr.
% _ z 2.l
(1) 2) 3) (4) (5)
o 5. a
ST— T L.

e —— —

— ==

The columns have been numbered only to show how the Journal is written up,
otherwise the columns are not numbered.

l. Date :— [n the first column, the date of the transaction 1s entered. The year and
the month is written only once, till they change. The sequence ot the dates and months
should be strictly maintained.

2. Particulars :— Fach transaction affects two accounts out of which one account
is debited and the other account is credited. The name of the account to be debited is
written first and the word ‘Dr.” is also written towards the end of the column, In the
second line, the name of the account to be credited is written. The credit account starts
with the word ‘To’, a few space away from the margin to make it distinct fron;l the
debit account (A practice is now developing to omit the writing of the words *Dr. and

10’ from Journal entries).
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Narration :— After each entry, a brief explanation of the transaction t
with necessary details is given. This explanation is called ‘Narration’. The narrg;
helps to know in future the reason for the entry and also as to why a particular accomn
was debited or credited. It is necessary to write the narration after each entry .
should be short, complete and clear. and

O8Cthe,

3. Ledger Folio or LK. : — All urﬂripx from the Journal are later posted intg th
ledger accounts. The page number or h?lm number of the ledger account Where the
posting has been made from Ihul.lﬂll‘l'llil] 1s recorded in the L.F. column of the Yot S
For example, if we make a pfmimg in Machinery A/c which is prepared at page 4031.
the ledger, we shall write 40 in the L.F. column against Machinery A/c in the Joume
There are many advantages ol writing the folio numbers :— al,

| The L.E. column in journal shows whclhur.un entry has been posted or not. If th
page number of the ledger does not RPPCAL SIERIERE QlGRIEY, it will indicate thy thz
entry has not been posted to the ledger, so far.

1. Page number written in the L.F. column in Journal 1s indicative of the page
number of ledger where such posting has been made. It helps 1n understanding ang

checking the ledger posting at a glance in future.

[11. If the trial balance does not agree, the posting of each and every entry has tq
be checked. Such checking will not be possible without the help of L.F. column,

b

(4) Amount Dr. :— In the fourth column, the amount of the account being debiteq
IS written.

(5) Amount Cr. :— In the fifth column, the amount of the account being crediteq
IS written.

Steps in Journalising

(1) Bt?fore recording a Journal entry, it is essential to analyse a transaction in order
to determine the two accounts which are affected. Then, on the basis of rules of

__ioumafising, it must be decided as to which account is to be debited and which account
1S to be credited.

(2) It is not necessary to use the word ‘Account’ or A/c after the personal accounts

(3) After every Journal entrv, a line should be drawn

- In particulars col
each entry is separated from the preceding one. ¥ VI, ¥ Tt

torward or C/F’ are written in partj
Brought Forward or B/F’ are written at the start of each page

!

AUICS O journalisin:

On the basis of the rules discussed in the chapt;r on double entry system the

accm_mts to be‘ debited or credited will be determined. The s .
explained here in a simplified manner : — | ame rules are again

(1) Personal Accounts -— According to the ryje of ‘De

bl e "
personal account of the person to whom we give some money or ' the receiver’, the

200ds 1s debited. For
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8.5
example, i we gave 32,000 to Gopal, the entn_} willbe —
Gopal . e
To Cash A/c 000
(Cash paid to Gopal) ;

In the same way, according to the rule of ‘Credit the giver’, the personal account

of the person from whom we receive some money or goods is credited. For example,
if we received T5,000 from Govind, the entry will be :—

Cash A/c Dr.
To Govind
(Cash received from Govind)

5,000
5,000

(2) Real Accounts - According to the rule of ‘Debit what comes in and credit
what goes out’, the account of the cash or other property which is received by the
business firm is debited and in the same way, the account of the Cash or other property

which goes out of the business is credited. For example, if Machinery is bought for
10.000 .—

Machinery A/c Dr. 10,000
To Cash A/c

10,000
(Machinery purchased for cash)

(3) Nominal Accounts :— According to the rule of ‘Debit all Expenses’, the

accounts of all expenses and losses are debited. For example, if ¥2,000 are paid for
salary, the entry will be :—

Salary A/c Dr. 2,000
To Cash A/c 2,000

(Salary paid)

Similarly, according to the rule of ‘Credit all Incomes’, the accounts of all

incomes and profits are credited. For example, if I500 are received for commission.
The entry will be :—

Cash A/c Dr. 500

To Commission A/c 500
(Commission received)

Meaning of Goods

Goods are those things which are purchased for resale. In other words, goods are
the commodities in which the business deals. For example, if a cloth merchant
purchases cloth, the cloth will be termed as ‘purchases’. But if the same cloth merchant
purchases some furniture, say chairs and a sofa set for the seating of customers, th.e
furniture so purchased will not be termed as purchases, but will be an asset ofihls
business and in this case ‘Furniture A/c’ will be debited instead of ‘Pun_:hases Alc _. It
means that the purchases of asset are not termed as purchases In accounting

terminology because these assets are not meant for sale.

ing the
Goods Account is classified into five accounts for the purpose of passing
Journal entries :—

(I) Purchases A/c :— When goods are purchased, instead of debiti}rll.% Goaoscifn:/;
‘Purchase A/c’ is debited. Purchase A/c is a nominal account and whii¢ p
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Journal entry ‘Purchase A/c’ should always be debited because of the rule of “DEB‘“

all Expenses and Losses.”’ N
(I1) Sales A/c :— When goods are sold, instead of crediting Goods A/c ‘Sa]eq Ao

1 nominal account and while passing a Journal entry ‘Sale
S

is credited. Sales A/c is S
Credit all Incomes and Gaing»

A/c’ should always be credited because of the rule of
This account is also named as ‘Return OUtWard** .

(IT1) Purchases Return \/¢ - | |
always be credited because purchases j e, eXpen

is 2 nominal account and should -

are reduced.
(IV) Sales Return R/C :

nominal account and should always
(V) Stock A/c

Important ( ‘onsiderations :
In the transactions relating to the purchase and sale of goods, 1t has to be decideq

whether a transaction is for cash or for credit, because the entry 18 passed according]y

Following points should be considered for this :
| If in the transaction relating to purchase or sale of goods, the name of purc}, , .,
or seller is not given, it is considered as a cash transaction.

For example, Goods sold for ¥50,000.
If. in the transaction relating to purchase or sale of goods, the name of purchase,

or seller is given alongwith cash, it is considered as a cash transaction.

For example, ‘Goods sold to Gopal for Cash’. 1
If. in the transaction relating to purchase or sale of goods, the name of purchaser

or seller is given and it is not stated whether it is a cash or credit transaction,

is considered to be a credit transaction.
For example, ‘Goods sold to Gopal’.
1 Cace of Expenses - Even if the name of party receiving or making payment is
given, it is still considered as a cash transaction.
For example : Salary paid to Mukesh ¥10,000. The entry will be :

This account is also named as "Return Inward® 1y is 5
he debited because sales i.e., Incomes are reduceg

Salary A/c Dr. 10,000
To Cash A/c | 10,000
ILLUSTRATION 1.
Enter the following transactions in the Journal of Siya Ram & Sons :—
2019 , g
Apnil I Siya Ram & Sons started business with cash 50,000
2 Purchased goods for cash 20,000
4 Purchased goods from Subhash 12,000
> Purchased Fumiture for cash 6,000
7 Sold goods for cash ]3!000
9 Sold goods to Mahesh ]‘i‘OOO
10 Paid cash to Subhash -“000
12 Received cash from Mahesh k’.0{]’0
16 Purchased goods from Ravi for cash “}*:00
17 Purchased goods from Rav; oy
18 Sold goods to Suresh for cash 1...2((}0,0
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7,000

19 |Sold goods to Suresh .
20 Bought Machinery for cash 8,000
24 Withdrew cash from office for personal use L z,igg
27 'Paid rent | poc
29 Paid wages | o
30 Paid salary ln‘L}upal | ,200
30 Received Commission - 200

JOUIRNAL OF SIYA RAM & SONS

- Particulars L. Amoizrt Am?ﬂm
. i R ..Dl" . ¢ Cy

Bl ? ?
-y ' Dr 50,000
April 1 Cash A/e . , e
To Capital A/c | :
(Cash brought into the business by Siya Ram & Sons as

capital)
12 Purchases A/c | Dr. 20,000 -
To Cash Alc ,
(Goods purchased for cash)

GOLUTION :

™ = ¢

= e

April 4 Purchases A/c Dr. 12,000 S
To Subhash Z,
(Goods purchased from Subhash on credit) .
Dr. 6,000 .

April 5 Furniture A/c |
To Cash A/c 6,000

(Furniture purchased for cash)
Dr. 13,000

April 7 Cash A/c _ |
To Sales A/c 13,000

(Goods sold for cash) _
19 Mahesh Dr. 15,000
L 15,000

To Sales A/c

(Goods sold to Mahesh on credit) E
April 10. Subhash . Dr. 8,000
To Cash A/c | 8,000

(Cash paid to Subhash) | . N
April 12 Cash A/c | Dr. 10,000
To Mahesh f 10,000
(Cash received from Mahesh) o

April 16 Purchases A/c Dr. 7,500
To Cash Alc | - 7,500
(Geoods purchased for cash) | ‘ [ ;
April 17 Purchases A/c Dr. | ‘ 5,000
To Ravi |
(Goods purchased from Ravi on credit) |
April 18 Cash A/c |
To Sales A/c y -
(Goods sold for cash) e L -
' o [ 11,59,100 1,59,100

5,000

12,600
12,600

Carried Forward (C/F)
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- Brought_ Fdﬁvard.(B/F) | 1,59,100 1‘59!100_
April 19 Suresh Dr. | 7,000
(Goods sold to Suresh on credit)
April 20 Machinery A/c Dr. 8,000
']‘ﬂ (.‘Hf'lh Af‘l: 31000
(Machinery purchased for cash)
April 24 Drawings A/c Dr. 2,500
To Cash A/c 2,500
(Amount withdrew for personal use)
April 27 Rent A/c Dr. 400
To Cash A/c 400
(Rent paid)
April 29 Wages A/c Dr. 450
To Cash A/c 450
(Wages paid)
April 30 Salary A/c Dr. 1,200
To Cash A/c 1,200
(Salary paid)
April 30 Cash A/c Dr 200
To Commission Received A/c 200
(Commission received)
Total 1,78,850 1,78.850

i
S ——— et ———

T em— —— T s, e e —
= = = x

Explanation of the above mentioned entries

April 1. Siya Ram & Sons started business with cash :— A business unit is
always considered to be separate and distinct from the proprietor. All the transactions
are recorded in the books of the business from the point of view of the business. Cash
coming into the business will be debited according to the rule of real account, i.e.
"debit what comes in’. Proprietor is the giver of cash to the business, therefore hi;
cl?pitgl account will be credited according to the rule of personal account, i.e ‘C;'edit
the giver’. o

April 2. Purchased goods for Cash The two accounts affected in this
tra(rilsac?:]lon are ‘Purchases Alc” and ‘Cash A/c’. Purchases A/c is a nominal account
and will be df:'blted becguse of the rule of ‘Debit all expenses’. Cash A/c is a real
account and will be credited because of the rule of ‘Credit What goes out’

April 4. Purchased g00ds from S
ased good Subhash :— When the na 1S gi
and it _ me of the seller is given
. ; IILIES;); ;;11: :)n;d that thi gocéds have been purchased for cash, 1t will be assﬁmed
¢ been purchased on credit. Purchases A/c will he dak:
| b enamen ¢ will be debited |
to the rule-of nominal account i.e. ‘Debit all €xXpenses’. Subhash is the 1V act? mdl:i]g
as sth, his personal account will be credited according to the ryl y eir o BOOCS,
giver’. € rule of ‘Credit the
April 5. Purchased Furniture for Cash :— Both the accounts ;
: S e
turniture account and cash account are real accounts. Furniture s CO:»?OIV.E d, IL;
Ing into the

business, therefore, it will be debited and as cash is 2oing out, it wil] be credited
; ited.
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April 7. Sold goods for Cash :— The two accounts affected are Cash A/c and
Gales A/c. Cash is coming into the business and hence it will be debited as per the rule
of real account i.e. ‘Debit what comes in®. Sales A/c is a nominal account and will be

credited as per the rule of “Credit all incomes’.
Id coods to Mahesh In this transaction the name of the purchaser

April 9. Sold g
is given and it 1s nof mentioned that the goods have been sold for cash and hence it will
he:lssumcd that the goods have been sold on credit. Mahesh 1s the receiver of goods,
as such, his personal account has been debited according to the rule of personal
account, i.e., ‘Debit the receiver’. Sales A/c will be credited according to the rule of

nominal account i.e. *Credit all incomes’.
Subhash is the receiver of cash, as such, his

April 10. Paid Cash to Subhash :
onal account has been debited according to the rule of “debit the receiver’. Cash is

pL"I‘S ‘ ) ‘ ! = _
going out, hence, it will be credited according to the rule of real account ‘Credit what

goes out .

Apnl ]2 Received Cash ri'lin-‘ —"'-.;.
therefore, the account of cash will be debited. Mahesh is the giver of cash, therefore,

the account of Mahesh has been credited.

Cash is coming into the business,

k. . '
,-r-!"'__‘-
5 L |

h :— Purchases A/c will be

April 16. Purchased goods from Ravi for Cash
debited according to the rule of nominal account i.e. ‘Debit all expenses’. Cash A/c

will be credited because of the rule of ‘Credit what goes out’.
The word ‘cash’ 1s not mentioned in

April 17. Purchased goods from Ravi :
this transaction, as such, it will be treated as a credit purchase of goods from Ravi.

Purchases A/c will be debited as per the rule of nominal account i.e. “Debit all
expenses’. Ravi is the giver of goods and hence the account of Ravi will be credited as

per the rule of personal account, i.e. ‘Credit the giver’.

April 18. Sold goods to Suresh for Cash :— The two accounts affected in this
transaction are Cash and Sales. Cash 1s coming into the business, therefore, it will be
debited and sales account will be credited according to the rule of nominal account i.e.,

‘Credit all incomes’.

April 19. Sold goods to Suresh :-
transaction. Therefore, it will be treated as a credit sale of goods to Suresh. Suresh 1s

the receiver of goods, as such, the account of Suresh will be debited as per the rule of
personal account i.e. ‘Debit the receiver’. Sales A/c will be credited as per the rule of

— The word ‘cash’ 1s not mentioned in this

nominal account /.e., ‘Credit all incomes’.
April 20. Bought Machinery for Cash :— Both the accounts involved, i.e.,

Machinery Account and Cash Account are real accounts. Machinery is coming into the
business, therefore, it will be debited and as Cash is going out, it will be Credited.

Apnl 24. W ithdrew cash from othice for IH.‘I'SUHH.‘ Useé .— When the propnetl“?r
introduces cash into the business, it is credited to his capital account and when he

withdraws cash from the business for his personal use, it is debited to his Drawings
T - = . : . n
dccount. Drawings account is a personal account of the proprietor. In this transaction,

[ : ; . : ’ . P sh
Drawings account will be debited, as the proprietor is the receiver of cash. Cas
~ account will be credited because it is going out of the business.
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April 27. paid Rent :— This transaction affects Rent account and cash aceq
Rent is a nominal account and because this is an expense of business, as such, the ﬁlnt‘
? Ent

account will be debited according to the rule of ‘debit all expenses’. Cash accoynt Wil

be credited, as cash is going out of the business.
Wages is a nominal account and because thjg

APl‘ll 29. Paid W T : . S 1S
expense of business, as such, Wages account will be debited according to the rule op

b ' 1 T " L . . I . ;’ ) € 1. -n. J | J [ b
‘debit all expenses’. Cash account will be credited, as mﬂl; lﬂfl?ffﬂr:&dlfﬂ Ef‘the bUSInQSS
1 he )y accounts arrected in this o
I'he two : tranﬂ&th{}n

April 30. Paid salary . ‘ o e
are ‘Salary account’ and ‘Cash account’. Purpose of paying to Gopal 1s salary o
when purpose of payment is given in the question, the personal account of receive )

i (.onnl

not debited. o P
Salary is a nominal account and because this Is an €xpense E u;slme » S Such,

) * s dAabitad accords > > all ex ea’
Salary account will be debited according to the rule of ‘debit a penses’ Cash

account will be credited, as cash is going out of the business. -
on - The two accounts affected in this transacti,

Aprllﬂ) 1IReceryved C Omimmiss . ;
are ‘Cash account’ and ‘Commission Received account’. Cash account will be debiteq
as cash is coming into the business. Commission 1s a nominal account and because th;.

is an income, as such, Commission Received account will be credited according tg the

rule of ‘credit all incomes’.

ILLUSTRATION 2. |
Record the following transactions in the Journal of Vishal Bros. :—

2019 ' ’\’
May 1 Commenced business with cash 5,00,000
2 Goods purchased from Mohan for cash 50,000
3 Goods purchased from Ajay 1,20,000
4 Goods returned to Ajay 5,000
8 Goods sold to Rajiv 40,000
12 Rajiv returned 10% of goods
SOLUIION ; JOURNAL OF VISHAL BROS.
Date Particulars L. Amount Amount
F. Dr. e
2019 3 <
May 1 Cash A/ Dr. 5,00,000
To Capital A/c 5,00,000
(Amount brought in by Vishal Bros. as capital)
May 2 Purchases A/c Dr. 50.000
To Cash A/c 50,000
(Goods purchased from Mohan for cash)
May 3 Purchases A/c | _ Dr. 1,20,000
To Ajay 1,20,000
(Goods purchased from Ajay)
May 4 Ajay | Dr. 5 000
To Purchases Return A/c | 5,000
(Goods retumed to Ajay) |

e e
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Bro | ( T e
May & | Rajiv ught Forward (B/F) - 6,75,000 6,75,000
To Sales AJc Dr. 40,000
(Goods sold to Rajiv) e
May 12 Sales Return A/c
To Raiiv Dr, 4.000
(10% u_f 2oo0ds sold to Rajiv returned by him : g
10% of 40,000 = T4,000) |
Total 4 7,19,000 7.19.000
| Discount
Discount is of two types :
(1) Trade Discount, and
(2) Cash Discount
(1) Trade Discount :— This discount is allowed by wholesaler or manufacturer

to the retailer at a fixed percentage on the listed price of goods. It is allowed when
goods are purchased in bulk, i.e., large quantity. This discount is allowed both on
credit as well as cash transactions since it is related to the purchases and not to the
payment. No separate entry is passed for the Trade discount, as it is deducted from the

cash memo or invoice of the goods. For example, if a trader sells goods of the list price
of 10,000 at 20% trade discount for cash, the entry will be :—

Cash A/c Dr. 8,000
To Sales A/c 8,000

If the goods sold at trade discount are returned by the customer, the amount of
trade discount is again deducted from the list price of the returned goods.

(2) Cash Discount :— This discount 1s allowed to the customers for making
prompt or early payment. In other words, cash discount is allowed only 1t the customer
makes the payment within a fixed period. Such discount motivates the customer to
make the payment at the earliest. As the discount is allowed at the time of making
nayment, so the entry for cash discount is recorded alongwith the entry for payment.
Niscount is a nominal account and as such, it is debited when 1t is allowed to a

customer and credited when it 1S received.

i _I1_'-"".-.

L1¢ L1111

Cash Discount

Basis of Distinction Trade Discount . 2
Cash discount is allowed 1

Meaning Trade discount 1s Lillli?"&"tﬂ'd by uetomer makes the
wholesaler or manufacturer the Cus ‘mmediately  0Orf
to the retailers at a fixed pqymentﬁgd eried
percentage on the printed wiEeLE

price list.
It is allowed when good§ are
in a specified

wed when payment

It is allo efire 8

is made on Of
speciﬁed date.

) When allowed?

purchased
quantity.

E
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3. Object ‘Generally, it i1s allowed to It is allowed to encouyr,
the retailers to enable them quick or prompt payment Be
to make some profit even 1f '
they sell the goods at their
catalogue price.

4. Recording in the It is not recorded separately It 1s recorded Separa—[ely i

books of in the books of accounts, the books of accounts
accounts

5. Deduction from It is deducted from the It is not deducted from, the
Invoice Invoice. Invoice.

Sometimes, a customer is allowed both the discounts, i.e., trade discount gq Well
as cash discount. In such a case, first trade discount is to be deducted from the prica n;-“
the goods and then, cash discount is to be calculated on the balance of the amoyn;
For example, i a trader sells goods of the list price of 220,000 at 102, trade
discount and 2% cash discount, the net amount will be calculated as under -
3
List Price 20.000
Less:  Trade Discount @ 10% 2,000
18,000

Less:  Cash Discount @ 2% 18,000 X =, | 360

100
17,640

It means that ¥17,640 will be paid if the payment is made in cash.
Advantages of Trade Discount :
To the Retailer :
I. It reduces the cost of purchase and thus, increases the margin of profit.

2. It enables the retailer to make some profit even if he sells the goods at thejr
catalogue price.

To the Wholesaler or Manufacturer -

I. It increases sales by encouraging th '
Creast g the retailers to make bulk purchases b
offering higher rate of discount for orders of large quantities. ’ Y

2. A change in the rate of trade dj
scount may prove to '
e+ Yyp be an effective weapon to
3 gftferem p_rices can be. charged from regular customers and occasional
stomers simply by altering the rate of trade discount

4. Change in rate of ' :
trade discount is an e
- o 4aSy met ' :
without reprinting of catalogues. Y method to make changes in -

!ll.!.\ vy “'iy-."‘-’ Ui % it"ﬁil i:i\r".i.]lllli :
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3. The possibility of bad debts is minimised.

4. Prompt payment reduces the clerical work of maintaining of debtors accounts
and ot sending frequent reminders to debtors.

To the Buyer :

l. The carlier the buyer pays the higher he earns in cash discount.

2. A buyer who earns higher cash discount can sell the goods to his customers at
lower rates.

3. Early payment enhances the reputation or goodwill of the buyer.

Compound Jour nal Entries
Sometimes, two or more transactions relating to one particular account take place
on the same date. In such cases, instead of passing separate entries for all such
transactions, only one entry is passed. Such a Journal entry 1s termed as Compound
Journal Entry. For example, on 3 st March 50,000 are paid for salaries and 20,000

are paid for rent, the entry will be :—

31st March Salary A/c Dr. 50,000
Rent A/c Dr. 20,000
To Cash A/c 70,000
(Expenses paid)

Such entries can be passed in either of the following three ways -—

I. By debiting one account and crediting two or more accounts.

2. By crediting one account and debiting two or more accounts.
3. By debiting two or more accounts and crediting two or more accounts, such as

the ‘Opening Entry’.

ILLUSTRATION 3.
Record the following transactions in the Journal of Naresh & Co. :

2018 3.
_june | Paid cash to Mahesh 9.600
and discount received from him 400
June 4 Received cash from Arun 4,900
and discount allowed to him 100
June 10 Goods sold to Harish 30,000
2,000

0
!me 2 Harish returned goods
June 14 Received cash from Harish ¥27,500 1n full settlement of his account.
0
3

Jl ne 2

| S

Sold goods to Gopal of the list price of ¥60,000 at 10% trade discount.
11 ne 23 Purchased goods from Ravi of the list price of 20,000 at 15% trade discqqnf_.
SOLUTION : JOURNAIL OF NARESH & CO.
Date Particulars L. Amount Amount
F. Dr. Cr.
2018 4 <
June 1 Mahesh Dr. 10,000
To Cash A/c 9,600
To Discount Received A/c | 400
(Cash paid to Mahesh and discount received) _
Carried Forward (C/F) 10,000 | 1_0,000
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Dr. 4,900

100

'Discount Allowed A/c Dr. |
- To Arun |
(Cash received from Arun and discount allowed)

5,000

'r

i
— e R ———

i e |
June 10 | Harish . 30,000
' To Sales A/c ' : | 30 000
(Good sold to Harish) : a

June 12 Sales Retum A/c Dr. : 2,00{)I

T'o Harish
(Goods returned by IHarish)

2,000

June 14 Cash A/c Dr. 27.500
Discount Allowed A/c Dr. 500
28 000

To Harish
(Cash recerved from Harish and discount allowed to

him)
Dr. 54,000

June 20 Gopal
To Sales A/c 54,000
(Goods of the list price of 60,000 sold at 10% trade

discount)
June 23 Purchases A/c Dr. 17,000
17.000

To Ravi
(Goods of the list price of 20,000 purchased at 15%

trade discount)
Total % 1,46,000 146,000

ILLUSTRATION 4.
Give Journal entries for the following transactions in the books of Partap Rai &

Sons :—

2018
March 2 Cash purchases 48,000
March 3 Sold goods to Vasudev 10,000
1,000

March 6 Returned defective goods by Vasudey

March 8 Received cash from Vasudev 8,800

| ‘and Discount allowed 200

March 9 Chanderkant sold goods to us 20,000

March 10 Pritam purchased goods from us 1. 12,000
500

March 10 Paf'd insurance premium by Cheque
March 12 Paid for Life Insurance Premium of Sh. Partap Rai by Cheque 2,000

March 15 Paid Cash to Chanderkant | 13,780
and Discount allowed by him } 220
March 18 Bought goods from Pawan, list price 15,000 less 20% trade

discount
March 22 Paid 10 Pawan 8,000
March 26 Received Cash from Pritam 6.000

March 31 Paid wages ¥2,000, Advertisement E

_ xpenses <2.500 and
Salarnies paid 9,000

March 31 Received Interest . 500
March 31 Received Commission . fa 2,000
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"' Daie

2018
Varch 2

aJarch 3

viarch 6
_; March 8
'-'. March 9
“Vlarch 10
‘March 10
March 12

March 15

March 18
March 22

March 26

Chanderkant

JOURNAL OF PARTAP RAI & SONS

2.1

T ——

—_a s, —— -

Purchases A/c PDr.

To Cash A/c

(Goods purchased for cash)
Vasudev Dr.

To Sales A/c

(Goods sold to Vasudev)

Sales Return A/c Dr.

To Vasudev

(Goods returned by Vasudev)
Dr.

Cash A/c
Dr.

Discount Allowed A/c
To Vasudev

(Cash received from Vasudev and discount allowed)

Purchases A/c Dr.

To Chanderkant

(Goods purchased from Chanderkant)

Pritam Dr.

To Sales A/c
(Goods sold to Pritam)

Insurance Premium A/c

To Bank A/c
(Insurance premium paid)

Dr.

Drawings A/c Dr.

To Bank A/c
(Life Insurance Premium paid)

To Cash A/c
To Discount Received A/c
(Cash paid to Chanderkant and discount received)

Purchases A/c
To Pawan
(Goods purchased less trade discount)

Pawan
To Cash Alc
( Amount paid to Pawan)

Cash A/c
To Pritam

articulars |
- Partict ,F-

Dr.

Dr.

Dr.

~Amount " Amount.

L]
Dy .
- 4,
oy | — S ————-
— - - - ey I i

8,800
200
9,000

20,000
20,000

2,000
12,000

500
2,000

14,000
13,780

220

12,000
L 12,000

8,000

8,000

e Er— S E— - =

1 | 6,000

6,000

(Cash received)

ki

142,500 142,500
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o ~  BF T 1,42,500 142‘501_ g
March 31 Wages A/c - -  Dpr. 2,000 0 "j
Advertisement Expenses A/c Dr. | 2,500
Salaries A/c Dr. 9.000
To Cash A/c 13‘5%
( Expenses paid)
March 31 Cash A/c Dr. | 2,500
To Interest Received A/c 500
To Commission Received A/c 2,008
(Income received)
Total 2 1,58,500 1,58 sgq

ILLUSTRATION 5. |
Enter the following transactions in the Journal of Hari & Co. :

2018
April 1 Purchased goods from Vinod of the list price of 40,000 at 10% trade dlscoum

April 2 Returned goods to Vinod of the list price of ¥ 1,000.
April 6 Paid Cash to Vinod ¥34.000 in full settlement of his account.

SOLUTION : JOURNAL OF HARI & CO.
D - | Particulars L.
ate arti "
2018
April 1 Purchases A/c Dr. 36,000
To Vinod 36,000
(Goods of the list price of ¥40,000 purchased at 10%
trade discount) |
April 2 Vinod Dr. | 9500
To Purchases Return A/c 900
| (Goods of the list price of ¥1,000, returned to Vinod;
Actual pnce being ’\'l ,000 less 10% trade discount)
April 6 Vinod Dr. - 35,100
To Cash A/c | 34,000
To Discount Received A/c (See Note 1) | 1,100
i(Cash paid to Vinod and discount received from him) =
Total 2 72,000 72,00

|
2o - R — . ST Lﬁ._.___._,_.. ;

Note 1. Discount received from Vinod has been calculated as follows -

| 4
Purchases 36,000
Less : Purchases Retum 900
‘Net Amount due to Vinod 35,100
Less : Amount paid in full settlement of his account ‘134,000
Discount received from him 1,100

_
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JLLUSTRATION 6.

Enter the following transactions in the Journal of Gaurav Bros. -

Y

2017

Mayv 10 Sold goods to Kailash of the list price of 21,00,000 at trade discount of |59
: 0.

May 13 Kailash returned poods of the hist price of 24 00().
Mav 18 Received from Kailash the amount due from him. under a cash di
” scount of 59,

SOLUTION ; JOURNAL OF GAURAV BROS

Date Particulars / o sas .
. Dy ’P;ﬂum
2017 " 8
Mav 10 Kailash - & »
' : 85 .(
To Sales A/c ,000)
(Goods of the list price of T1,00,000 sold at 15% trade 65,000
discount)
May 13 Sales Return A/c Dr -
To Kailash 400
3.400

(Goods of the list price of ¥4,000 returned by Kailash:
Actual price being ¥4,000 less 15% trade discount) |

May 18 C?Sh A/c (See Note 1) Dr. 77 520
Discount Allowed A/c D
. I. 4 080
To Kailash
(Cash received from Kailash and discount allowed "L
to him)
3 Toal % | 170,000 1,70,000
Note 1. Cash received from Kailash has been calculated as follows -
¢
Sales 85,000
Less : Sales Return 3.400
Amount due from Kailash 81,600
Discount allowed to him : 81,600 X I—f)(-}- 4,080
Cash received from Kailash 77,520
[LLUSTRATION 7.
Pass Journal Entries for the following transactions . | i et
1 5% trade discount.

e " ' t
(/) Bought goods from Mohan of the list price of ¥ 10’000?
A g cash, under a d1s€o

" — £ bv d in
(if) Settled the account of Mohan by pay of 250,000 at 20% tra

unt of 4%.
5
de discount and -

(iii) Bought goods for cash of the list price ¢ and 3% cash
cash discount. £ 220,000 at 0% trade d15€ e
(7v) Sold goods for cash of the list price O/;’////,f”f

e T

e ——

discount. s

U
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SOLUTION JOURNAL OF

Purchases A/c
To Mohan

(Goods of the list price of 210,000 bought at 15% trade

discount) 4

(/1) Mohan Dr. |

To Cash A/c

To Discount Received A/c

(Cash paid and discount received (@ 4% on Z8,500)

(i) ll:'urf:ha-sm:s Alc Dr. 40,000
’ To Cash A/c t 38 ﬁ
_.’ To Discount Received A/c | \ 2*
(Goods of the list price of ¥50,000 bought at 20% trade | |
'discount and 5% cash discount : | |
" List Price 50,000 | =
Less : Trade Discount @ 20% 10,000 |
40,000 :
Less : Cash Discount @ 5% on 40,000 2,000
| ' 38,000) |
(iv) Cash A/c - Dr. 17,460
‘Discount Allowed A/c Dr. 540 '1
~ To Sales A/c 18,000
(Goods of the list price of 20,000 sold at 10% trade |
discount and 3% cash discount : i
L1st Price 20,000 *i
Less : Trade Discount @ 10% 2.000 |
18,000 |
Less : Cash Discount @ 3% on ¥ 18,000 540 | |
17,460) |
Total ¥ . 75 000]L 75,09;

Ing transactions in the journal of Himanshu

with cash ¥1,50,000, Furniture ?10,000

ice of 220,000 at trade discount of 10%&
F m =R
'ment of his account, ‘+ j: ‘

50,000 at 12% Trade Discount:
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v 50 Cleared the account of Sahdev by paying cash at a discount of 5%.

y 21 Sold goods to Aakriti ¥20,000 and Shikha ¥32,000.

" 74 Received cash from Aakriti 19,600 in full settlement of her account.
Paid insurance premium ¥ 1,500,

v 25 Paid ¥2,400 for insurance premium for proprietor.
Purchased goods for T16,000 for cash at a trade discount of 10% and cash

e :h
discount of 2%.
’ 27 Received full payment from Shikha at a discount of 5% in full settlement of his
account,
»» 78 Paid for advertisement 2,000, salaries 8,000 and rent T 1,600.
' 30 Received Commission T 1,000,
SOLUTION: :
nal of H
Particulars L. Amount Amount
S5 7 Dr. Cr,
019 4 =E
Apn! 1 Cash A/c Dr. 1,50,000
| Furniture A/c Dr. 10,000
Purchases A/c (or Stock A/c) Dr. 60,000
To Capital A/c 2.20.000
(Business started with cash, furniture and goods)
. 4 Partap Dr. 18,000
To Sales A/c  18.000
(Goods of the list price of 320,000 sold at 10% | | h
discount) |
6 Sales Returns A/c | P 1,800
- To Partap | |
(Goods returned for 2,000 less 10% trade discount) | |
10) BT LRV C—— | Lamans .DII-'_ | 16,m

Dr.

t allowed to

i

Dr.

¥

{ ES ' :
—

ed at 12% o A

Dr.
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5.20
o 15 Y
R | AR O (2
' 20 | Sahdev
To Cash A/c f
- To Discount Received A/C
jived)
(Cash paid o Sahdev and discount rece e |
' 21 Aakrit ol ¥¥y
To Sales
[(hmdn sold on credit) - Dr. II
v 24 Cash AC ‘ o 788
Discount Allowed A/C
1o Aakriti , .
(Cash received and discount allowed) =
v 24 Insurance [ xpenses Alc
To Cash A/C d)
mium pal | v Kin SR |
. (Insurance premi P = e ]
» 25 Drawings A/c
To Cash | :
(Pajd for insurance Pfemlum for propﬂ_e—t?r_)_.m e —
e el L Dr.
** 26 Purchases A/C |
'~ To Cash A/cP) |
' To Discount Received A/c : |
' (Goods purchased at 10% trade discount and 2% cash
- discount) ]
27 CashAlc Dr. |
‘Discount Allowed A/c Dr.
| To Shikha
| (Cash received and discount allowed)
» 28  Advertisement Expenses A/c Dr. |
Salaries A/c Dr. |
Rent A/c Dr. |
To Cash A/c
(Expenses paid) |
"> 30 Cash A/c ERRYT T S SIVRIVR RS T o
To Commission Received A/c
(Commission received)

18,000

1,800
16,200
16,000
%
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fRY  JOURNAL )
PAMY ProtivAL IR | . .l as follows :
s Al receilved thom Sahdev 18 cnh,ulnlul a 44,000
a\ BN L LR 3520
NN AN ’

' o - Parohases Returms 40,480

Wyl anmvount due 10 Sahdey ) 2 024

ecount received from him : 40,480 X | 00 ;

— P 38,456

ull settleme
\mrount paid to him in u I I 16.000
g y : ‘NASC(

lh“ InyvOIoe pPrie ol l‘-“”"lt' ]“”|l”", l,('.-ﬂﬂ

. ade Discount (a 0 Ao
aex - Drade Disce 14.400
_ / 288
o - Cash Discount @ 2% . .
- 1411 12

# - ; r
HLUSTRATION 9.

Pass journal entries for the following :

1 Bought goods from Vishwas worth ¥1,00,000 at 20% trade discount and 5% cash
discount. Paid full amount at the time of purchase itself.

h 3 Bought goods from Trisha for 22.00,000 at 5% l;‘.:;lh‘h difmuunl and 10% trade

discount. Half of the amount paid by cheque at the time of purchase.

St 4 Sold goods to Nupur for 350,000 at terms 4% cash discount and 20% trade

discount. Half the amount received by cash and balance half by cheque on the

same day.

arch 6 Sold goods to Anur‘udhu_thr - I'_O(L()(){} on terms 10% trade discount and 5% cash
| discount if the payment is received within fifteen days. 80% payment is received

| on March 18th by cheque.

arch 20 Sold goods to Sudha for.? l .0()4){10 at 20% trade discount and 10% cash

| discount if the payment is received within ten days. She paid half the amount on

March 26th and 30% of the remainder on March 31st.

SOLUTION : JOURNAL
- Particulars L Amownt Amount
L O
SR P
| Purchases A/c Dr. 80,000
To Cash A/c 76,000

L]
10 Liscount Receiry Y [ . | 4'
P W . . : .
1 f ..l‘ll
i | -
. ! | .
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20% trade discount and 4%

| cash discount) ot G
e ~

o To Sales A/c
P ~ (Goods sold at 10% trade discount)

:.-_m;.:u |

— - = . I)r'
Bank A/c* 5
. Discount Allowed A/c ;
To Anuradha

| (80% amount due ﬁ'o
) allowing 5% cash discount) ‘ £
I:T1 ‘:--}_if"r'-":.‘ii S‘m > DI'.

LWl To Sales A/c
~ (Goods sold at 20% trade discount) |

1 g X .l- -_'-.-Iw; mh A/c Dr.
Discount Allowed A/c Dr.

: To Sudha |
| (Half of the amount due from Sudha received after
allowing 10% cash discount)

March 31| Cash A/c Dr.
To Sudha
| (Receipt of 30% of the remainder amount of ¥40,000)
AL e

Total Z 1 -5,9"4,0(!0' -

m Anuradha received after

. — —
—

[ *In case there is no information as to the date of deposit of the cheque, it is assumed that th;
/ cheque is deposited into the bank on the same day.

Working Notes : 3
March 1 Invoice price of goods | 1,00,000
Less ; Trade Discount @20% 20,000 11
80,000
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50,000
ﬂ? o ORIGINAL INTRY JOUNRNAL oo
[ 5
volee price of goot
' ese 3 .:l:-u':' ['radde Digcount (01 20% 40'(;?)?}
A 1,
Lesy ! Cush Discount A% b

L] L ] I ‘2m

1,00,000
. . Is
a6 Invoice price of goot 10,000
Moy h Zias ' 1 ”“h I)HLHIII" (ed) | ()% %}000
72,000
Cash received : 80% ol €90,000 e
| Less : Cash | yiscount @,5% ’
68§400
: 1,00,000
March 20 Invoice price of goods o0
Less : Trade Discount @20% /
80,000
Cash received on March 26th : 1/2 of 80,000 = 40,000
Less : Cash Discount @10% 4.000
36,000
LLEUSTRA TION 10.
Joumahse t_hc followmg transactions in the books of Mathur Bros

%eb. 1 Started business contributing 50,000 in cash; ¥4,50,000 in cheque and building
' valued ¥20,00,000.

b. 5 Purchased goods from Manohar Lal of the list price of 50,000 for ¥46,000

. 17 Purchased goods costing ¥1,00,000 from Sahil & Co. Paid 60% immediately by
cheque to avail 5% discount.

.24 Sold goods to Kishore & Co. of the list price of 40,000 for ¥38,000.

.26 Sold to Kanika & Co. goods costing Z1,00,000 at 20% profit, allowing 10% trade

discount and 5% cash discount. Kanika & Co. made 40% payment immediately by
'cheque

d
e J L — J

s
_

ATHUR BROS.
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To g S hased for ¥46, 000)

| ((}oods of list price of ¥50,000 purc = 1.00,000

Purchases A/c
To Bank A/c
i To Discount Received A/c

To Sahil & Co. . ‘
(Goods purchased paying 60% availing 5% dlscountl))l_' | | ;

Feb. 24 : Kishore & Co. ll | } 33:” |

Sales A/c |
Y o1d for €38,000) '

(Goods of IISt price of ¥40,000 s

Feb. 26 Bank A/c* (Note 1)
Discount Allowed A/c |
Ka.lllkﬂ & Co. | ' | LDs’m
To Sales A/c | | |
(Goods sold and discount allowed) | L £
e 5 Total | [N

¥ e
N
3

s———— AP il = o e —— m—

*It is assumed that the cheque is deposited into the bank on the same day.

Working Note :
(1) Cost of goods
Add : 20% of Z1,00,000 20,000

10
Less : Tradc Discount : ¥1,20,000 % 100 12,000

® T ransactions

. -.'J‘_'J- '_ J
.
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5.25
" When cheques drafts etc. received fr e

om the :
{are not sent to bank on the same day. L 'CheTq: ecsl:;ltgi:d AI{'c ] E/T '
r’s ersena ¢

e

R EE S e

On the date wh |
ithe iy when above cheques, drafts ete are sent to Bank A/c

To Cheques i in Hand A/e
deposits the amount in our Bank A/c

Dr.

;When a customer directly

‘bank account. Dr
{ To Customer’s Personal A/e
'When a cheque previously deposited into the bank is

Custom
dishonoured. e Personalf Mc Dr.

To Bank A/c

‘When a cheque is received from a customer and Bank A/c

discount is allowed to him, and if the cheque is Discount Allowed Alc
deposited into the bank on the same day.

Dr.
Dr.
To Customer’s Personal A/c

- In case the above cheque is dishonoured, the discount Customer’s Personal A/c - Dr.

allowed to the customer will also be withdrawn. To Bank A/c
To Discount Allowed A/c
‘When payment 1s made by issue of a cheque. Personal A/c Dr.
To Bank Alc
' When expenses are paid by the issue of a cheque. ~Expenses Alc Dr.
To Bank Alc
|When cash 1S ‘Wlthdrawn from the bank for the Dramngs Alc Dr.
‘personal use of the proprleter | Te_Bink Alc
When interest 1s charged by the bank Interest Alc Dr.
' To Bank A/c
t ali;;#ed b the bank Bank A/c Dr.
When mteres 1S y '; oo : BPRS
‘When bank charges some ameunt for the services Bank Charges A/c Dr.
rendered by the bank. s . \ To Bank A/c
ILLUSTRATI ON I 1

— I |_.,_.,-

T .1 dl,.-

_' 5 H *ﬁ'.t‘.r 1*# Eg ”
Pald mtobeor OpemngaCurrentAccount ey
5| Goods purchased and payment ma by cheque o>

X 0 000 deposited in bank.

ransferring from Current
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SOLUTION : AR JOURNAL

2018 Dr.
March 1 Bank A/c
To Cash A/c

(Cash deposited into bank) s

March § Purchases A/c
~ To Bank A/c
(Goods purchased and payment m
cheque) -
March 8 Cash A/c *
Bank A/c
To Sales A/c

(Cash sales)
March 10 Drawings A/c

To Cash A/c
(Amount withdrawn for private use)

March 12 Drawings A/c Dr.
To Bank A/c 4,009
(Amount withdrawn from bank for private use)
March 15 Cash A/c Dr. 12,000

To Bank A/c 12,009
| (Amoupt withdrawn from bapk for office _ll_va‘) LY i
March 20 Fixed Deposit A/c Dr. 20,000
To Bank A/c 120,000

(Amount transferred from current account to fixed
~deposit account)

- = S -

ade through

Total ¥ | 1,16,000 1,16000

—

| Ta¥Y=T - % = 3oy
*ufiL.-.._J'}l_':_:'r 1

Every firm starts its new books in the beginning of each year. Since the closing
bala{lces of last year have to be carried forward to the next year, the first entry in each
year's Journal will be to record the previous year's closing balances of all the assets

and liabilities. As it is the first entry, it is called the opening entry. In this entry the
accounts of al_l as.siel.:s are debited because assets always show debit balances and the

oeounss of fiaoilities and capital are credited because they always show credit
-account is not given in the question, it will be
tities from the total of assets. On the contrary,

-;Of as;ets, the difference will be eated as the
€ debited in the opening entry,

ippeared in the books of Gopale“

—

r
- ¥
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Y — JOURNAL
s ¥

Creditors £20,000 (Chaman Lal ¥7,000, Om Pal ¥13,000), Capital

Dr.

Dr.

Dr.

Dr.

Dr. i
Vivek Dr.
- Machinery A/c Dr.
 Goodwill A/c (Balancing Figure) Dr. S
~ (ie. Total of Liabilities ¥2,20,000 e ,-,1:__,'.1_-5
| less Total of Assets ¥1,89,000) | -
- To Chaman Lal o i

To Om Pal |

-~ To Capital
(Assets and liabilities brought forward)

_— ——

Bad Debts
When the goods are sold to a customer on ¢
irrecoverable due to his insolvenc
i1s called bad debts.

account 1s credited.

For example, Ravi who owed us
rupee 1s received from his estate. The
_.., porI Dr. 3,000
Bad Alc | Dr. 7,000

redit, and if the amount becomes
ney or for some other reason, the amount not recovered
For recording it, bad debts account 1s debited and the customer’s

.?]0,000 1s declared insolvent and 30 Paise in a
journal entry will be :

'_,e books of Vishal Stores on 1st April 2 t

alance ¥5,000; Stock ¥40,000; Fumiture
3,000 and Z T10,000). -

reditors 12,500 (Ajay 5,000,

12018 :

— — ‘_u _. .;... o~ A LI . . ;
e 1 B B ’ i iy
AUC UloWURaRs :
i -"-;‘-";"-t'r.. -0 E-- F . s
L] A - [
- - i 9

5
sy :

Scanned by TapScanner



300KS OF ORIGINAL ENTRY — JOURNy

SR
*April 5| Received ¥14,800 from X in

April 6 Cash deposited into bank Z10,000. -
April 8 Cheque received from Y fm: 27,850 1
AP was immediately deposited into bank.
Ap"ﬂ"iﬂ] Received a cheque from Z T2,000. -

Cheque received from 7 deposited Into bank.
shonoured. | ..
f this amount #12.000 deposited nto bank. n

Cheque.

settlement of his account.

Cheque received from Y di
Cash sales ¥15,000; Out o
' Amount due to Ajay paid by

April 18  Old newspapers sold ¥50.

0Old furniture sold ¥750

April 20 Z became insolvent and 40 paise in a
cheque which is deposited into bank.

April 22 Purchased goods from Gopal and paid by cheque Z8,000.

April 24 Sold half of the above goods to Chanderkant at a profit of 30% on cost.

April 25 ' Proprietor withdrew for private use 22,000 from office and 3,000 from bank.

April 30  Paid salary to Motilal by Cheque ¥2,000.
April 30 | Paid Rent by cheque ¥1,500.

|
]

April 30 ! Paid trade expenses ¥500. SEC I

rupee could be received from his estate by

— -
s

_S*()LUZ‘IQQT S JOURNAL OF VISHAL STORES
> Particulars o A%

— —— - L
.
¥ - . s .

2018
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B0OKS OF ORIGINAL ENTRY — JOURNAL

R | B/p ' 1,14,600 1,14,600

S STl S iy P o o S e e e ) \
April 5 | Cash A/c Dr. 14:_%
Discount Allowed A/c Dr. oS
| FoA , ’
' (Cash received and discount allowed) |
~ April 6 Bank A/c Dr. 19,.9943:i P
To Cash A/c | ,UUL
(Cash deposited into Bank) |
April 8 Bank A/c Dr. 7,850
Discount Allowed A/c Dr. 150
To Y 8,000
(Cheque received and deposited into bank)
{Apnl 10 Cheques in Hand A/c Dr. 2,000
| ToZ 2,000
g (Cheque received)
Apnl 12 Bank A/c Dr. 2,000
To Cheques in Hand A/c 2,000
(Cheque received from Z now deposited into Bank)
Apnl 15 Y Dr. 8,000
g To Bank A/c 7,850
To Discount Allowed A/c 150

(Cheque dlshonoured and dlscount mthdmw)
Apnl 16 Cash A/c

Dr. 3,000
fé‘ ' Bank A/c Dr. 12,000
' To Sales A/c b 5 5,000
- (Cash sales)
oril 16 Ajay Dr. 5,000
~ To Bank A/c

- 5 (Cheque given to Ajay)

&
-'Il"_'l 7

- '
.\-F' it Mo .-.,‘f-lr::;.q':
i T

H i .'- Ii r?"': = lfﬂ----!
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~ (Amount withdrawn for private use)

| Rent Alc

To Bank A/c
(Bxpenses paid by cheque)
April 30 Trade Expenses Alc
GOy . To Cash A/c 9
- = Total ¥
Note : ¢
% o 20,000
= Total Amount 2,000
Less : 10% Trade Discount 13:000
Cash Purchases : 60% of 18,000 = 10,800
Less : Cash Discount (2% of 10,800) 216
Amount paid 10,584
Credit Purchase : 40% of 18,000 = 7,200

Some Special Entries ;
(1) Bad Debts Recovered :— Sometimes, it so happens that the bad debis

previously written off are subsequently recovered. In such cases, the following entry js
passed -—

Cash A/c Dr.
To Bad Debts Recovered A/c

Care should be taken that the personal account of the debtor should not be credited

because the Debtor’s account must have been credited while passing the entry for bad
debts.

(2) Outstanding Expenses :— It is quite common for a business enterprise to be
:eﬁ with some expenses which are yet to be paid at the end of the accounting year due *
0 One reason .or_the' oth_er: __.Such_ensqs are termed as outstanding expenses. These :

s - 10 £
A1 C UIC exXnenseag v

during the current year but which have
':~= ary @ 1,000 per month, andif
to X11,000 has been paid to him,

. The entry will be :— L

1,000

1,000
*en credited because it is a repre-
*S 10 whom salaries are to be
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_-..—'--'-..-_

i e i elated to the next
(3) Prepaid Expenses :— There are certain eXpenses which are ;‘Ie P repaid

1 i i These
year but have been paid during the current year in advance. J S W
expenses. The benefit of such expenses will be received during t-he nei(ttﬁy S0
year. For example, Insurance premium amounting to 1,200 1s paid on 1S )
for one year. Entry on 1st July, 2017 will be made as under —

Insurance Premium A/c Dr. 1,200

BOOKS OF ORIGINAL ENTRY — JOURNAL

To Cash A/c 1,2?0 =
- il be clos 318t March, 2018, insurance premium 1ot
When the books will be closed on 31st Marc progp o

months, 7.e., from Ist April, 2018 to 30th June, 20138 will be treatglgl
insurance and the following entry will be passed for it on 31st March, 2 —

Prepaid Insurance A/c Dr. 300
To Insurance Premium A/c

300

Prepaid Insurance Account is an asset. It has been debited because it 1S a
hom payment has

representative personal account and represents those persons to W
been made in advance.

(4) Depreciation :— It is the permanent and continuing de ‘
an asset on account of wear and tear and passage of time. It 1S a.busmess expense
though it is not paid in cash. Depreciation is a nominal account since it represents a loss
and hence is debited. Asset account will be credited as its value is reduced due to

depreciation. Journal Entry will be :

Depreciation A/c Dr.
To Asset A/c

(5) Interest on Capital : In order to ascertain the true efficiency of the business it
is a normal practice to charge business with interest on proprietor’s capital. Profits left
after charging the amount of such interest are the real profits earned by the business.
Such interest is a loss from the point of view of the business and therefore according to
the rule of nominal accounts Interest A/c is debited in the Journal entry. The amount of
such interest is a gain from the point of view of the proprietor. His capital is increased
by the amount of interest and therefore the capital account is credited in the Journal

oy

crease in the value of

the firm allows interest on capital, it should also
the proprietor. Such an interest is an expense for
iness. Hence an entry is made by debiting the
account. b

Gl
FET
ing :— ¥
), which were written off as bad debts in the A
b s

- e . : o |
— _—— L =
i T LR d TR
4 4 i C il ) s

' W = A=

— ¥ 5w -
o = T N

. S =i g me
Ld - g

£ l' Ir.l-_ iy - - Il‘ : o =

s related to next year.
sting ¥50,000.
to 10,00,000.
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Cash A/c
To Bad Debts Recovered A/c

(Cash received from Subhash, previously written off
nbaddebts}

@) Salaries A/c i

To Outstanding Salaries A/c

(Salaries due to clerks) .

(3)  Prepaid Rent A/c ME
To Rent A/c |

(Rent paid in advance)

(4) Depreciation A/c Dr.
To Furniture A/c

(Depreciation provided on ﬁunit:ure) _ 1 |

(5) Interest on Capital A/c Dr. | | 1,20,000

To Capital A/c = ,

(Interest provided on capital) S |

—

T o e ——— i

(6) Drawings A/c Dr. | < [ESS— |
,{ To Interest on Drawings A/c iy 8,000
(Interest charged on drawings) |

| Total X | 2,13,000 213000

Expenditure on the installation of Machinery and on the erection of Building:

Machinery and Building are the assets of the business. As such, any expenditure
incurred on the carriage and installation of machinery such as freight, transit expenses,

installation expenses, wages paid for the installation etc. is treated as capital
expenditure and is debited to the Machinery Account. Similarly, any expenditure
incurred for the construction of a Building such as the purchase of materials and the
payment of wages are also treated as capital expenditure and as such debited to the
Bmldmg Account However, repalr charges incurred on an asset which is already

~ appearing in the books are debited tc  repairs account.

he books of Radha Kamal & Sons giving

ash 50,000. Also paid 21,000 for their

ofher dues of ¥10,000. ¢ 4
heque of 3,00,000 and paid z 5,000 in



BOOKS OF ORIGINAL ENTRY — jouRNL 5.33

(v) gl;'ggzzeg an t:!d machinery for Z1,00,000 and spent 5,000 on its carriage and
e 1 11 Immediate repairs, Entire payment is made by cheque.
(w) aid ?2 500 for repairing the office furniture.

e i = Gk g

SOLUTION JOURNAL OF RADHA KAMAL & 'SONS

~r: Ew‘_" i e " -1"
o

w;— I T SO S ﬂ--u-ﬂ;'-.—m =

Il E

No |
(1) Purchases Alc
.Camagc Inwards A/c
~ To Cash A/c
(Goods purchased for cash)
. i) Sita Dr. 10,000
To Cash A/c 9,650
To Discount Received A/c o
2 (Cash paid to Sita and discount received)
iif)  Machinery A/c Dr. 3,25,000
To Bank A/c T
To Cash A/c 2.

(Machinery purchased for ¥3,00,000 and wages for
H?ZS 000 paid for its 1nstallat10n )

() @Bulldmg Alc Dr. 25,00,000
'~ To Bank A/c

;(Bricks for X15,00,000 and timber for ¥10,00,000
/ purchased for the construction of building)

il —

" (v) | Machinery Alc ~ Dr. | | 125000]
| - 1,25,000

~ To Bank A/c
(Machlnery purchased for ¥1,00,000 and spent I5,000

oon its carriage and 320,000 on its repairs)

| (vi) | Repairs A/c
To Cash A/c |
(Payment made for the repairs of old furniture) |

¥ 5

25,00,000

Dr. | [ 208
| | 2.500

R ST 30.13.500  30,13,500

e —

.

s o B 3 S il 5 et e STt o R A aeg R

ILLUSTRATION 15.
Enter the following transactmns in the J ournal of Shankar Stores.

H-i.' et
e

),000; paid into bank 24,00,000.
t 0 in all, out of which half the goods W

)0,000 and paid 2% brokerage on its p
ion. Payment for building was m: de

100

T charges were paid in cash.
)0C Anmpaysone-fomﬂmamountm

mAﬂIﬂlﬂﬁlnsm[em Hn
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———— . - e T R TES D ' “ieig _“-H_%_‘"“m i

e —

~ April 16 Paid stationery expenses T 180.
- April 17 Paid fire insurance premium on building by ¢
insurance premium by cheque T4,000.

April 20 Paid for office cleaning ¥200. |
April 28 | Received a sum of ¥2,500 being rent for a ;?oﬂl '
April 28 | Paid for advertisement in “The Hindustan Times’ ¥2,000.

heque ¥1,000 and Shankar’g life

on of the building let out.

JOURNAL OF SHANKAR STORES

| [ 3
2019 | ; 7
Aprﬂ | Cash Alc Dr. [ 1 ];0'0,000 A
Bank A/c Dr. | 4,00,000
~ To Capital A/c 5 m’m
;I(Business started with ¥5,00,000 and out of this | | |
IO N 0,000 depokited info batio) = - 7 s B el |
April 4 Purchases A/c Dr. ~ 1,40,000 f _
!] To Sudhir | 1. l |
(Goods purchasjd_)__ ST |
April 7 | Building A/c Dr. - 2,28,000
{ To Bank A/c | | 2,00,000
To Cash A/c | 23,@;.

(Purchased building for 2,00,000 and paid brokerage
at 2% and registration charges of ¥24,000 on it)

e e — - s L

April 12J Cash A/c Dr.

| !
! To Sales A/c Dr‘% | 1150,000"
(Goods sold to Arun)
April 14 Bank A/c Fio e, et ooty
I/ Discount Allowed A/c Dr.
! To Arun 3

s s
B

(Cheque received from Arun in full settlement)

April 16! Stationery A/c _ _Fl";
-.i_ To Cash A/c S
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!EKS OF ORIGINAL ENTRY — JOURNAL '

B/F
Cash A/c £ Dr.
To Rent Received A/c .
lEI‘\'JL':nt received for letting out a portion of the building)
Aave'fﬁsér_ﬁen_t_éxﬁéﬁﬁeiﬂfc Fogi s LIS o 4
To Cash A/c
(Payment made for advertisement in ‘The Hindustan
Times") | .
bt c o 59 L e - vy g ’212,27,3_3{?“1;2:27,880‘
ILLUSTRATION 16. |
Journalise the following (ransactions in the books of Murlidhar & Sons, timber
merchant, giving suitable narrations :—
terson Z5,450. Allowed him discount Z150. Cheque

(/) Received a Cheque from J. Pe
< immediately deposited into bank.
(i) Returned goods to Sudershan of the value of T350.

(iii) Issued a Cheque in favour of M/s Karanvir Timber Co. on account of the

purchase of Timber of %7,500. |
(iv) Purchased machinery for 50,000 by cheque .nd installation charges of

machinery 2,500 paid in cash.
(v) Purchased goods for X 1,00,00
71.20,000. Out of this Vijay returned g

returned to Ajay.

supplied it to Vijay for
000 which 1n turn was

0 from Ajay and
oods worth %36,

MURLIDHAR & SONS

%71

e o e BN T v
| |
Dr,. 3%
Discount Allowed A/c Dee o
To J. Peterson
(Cheque received and discount allowed)

(i) | Sudershan
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BOOKS OF ORIGINAL ENTRY . (

—— B
B/F 65,950 | ,_
) Purchases A/c Dr. 1,00,000 ‘
To Ajay 1
(Goods purchased from Ajay) AT TN, B '
iy Dr. | | 1,20000 B
To Sales A/c | llﬂ,ﬂq@ t’
(Goods sold to Vijay) gl R |
Sales Return A/c Dr. | i{ 36,000 | a
~ To Vijay = - 36,00
(Goods returned by Vijay) | | 1 |
' )
To Purchases Return A/c | 30,00y
(Goods returned to Ajay) |

Total € | 351950 | 35550
Vote (1) :— Goods sold to Vijay for ¥1,20,000 was purchased for ¥1,00,000. Hence 2004,

1,00,000 -
returned by Vijay for ¥36,000 was purchased for ¥ 120,000 x 36,000 = 30,000

ILLUSTRATION 17.

Journalise the following transactions in the books of Chandan Bros. :

(i) Received Z38,000 from Krishan Swaroop in full settlement of his account for
340,000. 5

(i7) Received ¥38,000 from Dushyant on his account for ¥40,000

(#i7) Biroo who owed us ¥15,000 is declared Insolvent and 65 paise in a rupee j
received as final dividend from his estate.

(v) Sold goods to Kitty list price ¥20,000, trade discount 10% and cash discoyy
5%. He paid the amount on the same day and availed the cash discount.

(v) Supplied goods costing ¥6,000 to Shakuntla, issued invoice at 10% above cost
less 5% trade discount.

SOLUTION :

JOURNAL OF CHAN

T— T T = e

' Particulars "

R ——— —

e — ——

DAN BROS.

Sl
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BOOKS OF ORIGINAL ENTRY — JOURNAL s e

r _ BT 78,000 | 78,000
(iir) Cash A/c S R R - 9,750
Bad-debts A/c Dr. 5,250
To Biroo | 15,000
(Cash received and Bad-debts written off) | ;ll
(iv) Cash A/c Dr.| [P
Discount Allowed A/c Dr. | 900 |
~ To Sales A/c | 18,000

(Goods of the list price of 220,000 sold at 10% trade
ldiSCﬂUHl and 5% cash discount)

(v)  Shakuntla Dr. 6,270
To Sales A/c 6,270

(Goods sold to Shakuntla at 10% above cost and
allowed 5% trade discount)

Total % 117270 1,17270

Note : 1 :— Cost of Goods 6,000
Add : 10% of 6,000 600

5
Less : 6,600 x 1

&=

Special Transactions Relating to Goods
(1) Drawings in Goods .__Sometimes the proprietor withdraws goods from the
business for his personal use. The entry for recording this transaction will be :—

Drawings A/c Dr.
To Purchases A/c

(Goods taken for personal use)

Purchase account is credited because as a result of the transaction the net amount
of purchases of the business is reduced. Sales account should not be credited since the
sale has not taken place. Also when the goods go out of business at cost price, purchase
account should be credited and not Sales account.

(2) Goods given away as Charity . Charity is an expense of the business, as
such charity account will be debited. Goods are going out of the business at cost price,
| ence. purchases %reucelt_i to that extent and as such, purchases account will be

Dr.

sometimes the goods are distributed as
sromote sales. As such, free samples
tisement. The entry will be :—
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BOOKS OF ORIGINAL ENTRY — g,
« - =

5.38 ;
Advertisement Expenses A/c Dr. E‘f‘,ﬂf
| To Purchases A/c
(Goods distributed as free samples)
(4) Loss of goods by Theft or Loss by fire :— The entry will be :—
Loss by Theft A/c Dr.
Loss by Fire A/c Dr.
To Purchases A/c
(Goods lost by theft and goods destroyed by fire)
In case goods were insured :
Insurance Company or Insurance (laim A/c Dr.
To Loss by Theft or Loss by Fire
(Insurance Claim lodged with the Insurance Co.)
If the full amount of claim is received from the Insurance Company
Bank A/c Dr.
To Insurance Company
(Insurance Claim received) |
If the Insurance Company does not admit full claim :
Bank A/c Dr. (Amount received for claim admitieq
Profit and Loss A/c Dr. (Claim not admitted)

To Insurance Company A/c
(Insurance claim partially admitted and rece1v

———————————————
ILLUSTRATION 18.

Pass Journal Entries for the following :—
(1) Proprietor withdrew for his personal use cash ¥20.000 and goods wortl

Z10,000.
(2) Goods for X 50,000 were given away as Charity. (Sale Price ¥60,000)

(3) Goods worth 225.000 were distributed as free samples.
(4) Goods worth 50,000 and cash 320,000 were stolen by an employee.

(5) Goods worth X 1,00,000 were destroyed by fire. Insurance Company 2
~ and paid claim for 60% amount.
L S A _

& SOLUTION :

ed)

dmitted

L e
R § |
:..-..

- " s
]
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BOOKS OF ORIGINAL ENTRY — jourNaL

| Advertisement Expenses Alc L | ;j::}
B To Purchases A/c e
Ji'f?r -__:: : (Gﬂﬁds dlStl'lbUted as free S&ﬂ]ples) ? n
- (4 |LossbytheftAle e~
el To Purchases A/c ik SN it v S S E
-__“.‘_t_,”u! s To C ash Ale ) vl -} 50;000
(Goods and Cash stulen by an employee) | A
EL(9) Loss by Fire A/c petifuc |
-} To Purchases A/c ata’ I ' 1,00,000 100
(Goods destroyed by hre) .04 e
 Insurance Company T 1
To Loss by Fire A/c ' 674 : 1.00.000
t #(In_silignce clalm lodged Wlth the Insurance Company) ; el
Bank A/c e ficrr |
Profit and Loss A/c Dr. S0 |
1 . 40,%0:
To Insurance Company e - 1,00,000
(Insurance claim of Z1,00.000 accepted and received at |
s 60,000) |
ERUS AR bl SRR A S IS SRR o S |
) | 5 | Total X | 475000| 4,75,000
ILLUSTRATION 19.

Journalise the following transactions in the books of Harpreet Bros :

(a) 10,000 due from Rohit are now bad debts.
(b) Goods worth 20,000 were used by the proprietor.
. (¢) Charge depreciation @ 10% p.a. for two months on machine costing ¥3,00,000.
(d) Provide interest on capital of ¥15,00,000 at 6% p.a. for 9 months.
' (e) Rahul who owed us ¥20,000 becomes insolvent and a final dividend of 60 paise
T ina rupee is received from his estate by cheque.
({) Goods costing ¥80,000 sold to Mohan for ¥1,00,000.

BOOKS OF HARPREET BROS.
JOURNAL

1".!"\.
i J

ER 'Ln.
£
"“,-L

L -'".-.'.!.:
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B o £30,000 has failed to pay the amount.

‘Sudhir Kumar who owed me. : |
He pays me a compensation of 45 p.ina % ) Shegues E———
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BOOKS OF ORIGINAL ENTRY — jguanaL

T e
L e
:

Bad Debts A/c Dr. 13,500
To Sudhir Kumar o 16,500,

 (Cheque received and bad debts written off)

 SEES—

e : Total L4 [? I,SS,NO 1,55,000

30,000

p——

ILLUSTRATION 21.

| On July 1, 201‘7, Rathore & Sons started business as a computer dealer by
investing 40,000 in cash, X2,00,000 cash at bank, computers worth Z5,00,000,

furniture worth ¥ 1,203000 and his private car worth Z1,00,000 which will henceforth
be used solely for business purposes.

He entered into the following transactions during the month of July 2017

———————— ——— e

July 2. Employed Mr. Vimal, at an agreed salary of 225,000 per month to be paid at the
- end of each month.

3 Purchased 10 computers @ ¥40,000 each from Zed Computers for stock.
E 154 Purchased 2 computers @ ¥30,000 each from Zed Computers for business use.
Ju é, Returned one computer from stock and another from business use to Zed
v 8 ( ters for ¥8,60,000 kept in stock insured for ¥6,45,000 at 1% premium.
- Payment made by cheque.
Invested further capital 250,000,
Loss on insured goods due to fire 740,000,
y admits a claim of ¥30,000 and pays the amount by cheque

L}
—
-

gt TTIFR o -
------
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5.42 BOOKS OF ORIGINAL ENTRY — Jougy,

SOLUTION : Books of Rathore & Sons
JOURNAL

] Tl
......
N

Tvo Zed Computers A/c
' » of 10 computers @ 40,000 each on

ore ;ﬁlm

0 _ Dr.
Tﬁthomputh/c
bf-'Z@ ¥30,000 each on

= i 0
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B0OKS OF ORIGINAL ENTRY — jouRnay
B/F 16,66, 450"‘4- | 16,66,450
Dr. 50,0000 (511 e P
Dr. 2,00,000 |
| 1 2,50,000

5.43

July 20| Cash A/c
| Bank A/c
To Sales A/c

(Sale of 5 computers @ 50,000 each)
July 21 Zed Computers A/c
To Bank A/c

(Payment made to Zed Computers 23 90 |
£4,00,000 + 260.000 !70%00) it 4

July 25 Rent A/c (3/4 of ¥30,000) Dr. L 22500
Drawings A/c (1/4 of ¥30,000) Dr. | | 7’500
To Bank A/c | | ’

(Rent paid to landlord, 1/4th of the premises is
occupied by the propr] etor for own remdence)

T— S —————e

July 26 S. Kumar DI;_“""*: -20,000(1)!
To Bank | | 20,000

(Payment made to S. Kumar for goods purchased
from him in the last month)

Dr, | 3,90,000 '
| 3,90,000

30,000

I ——— TS

July 28 Drawings A/c : AL e 5,000
5 To Office Equipment A/c & 5,000

(Sale of old office equipment and proceeds
deposited in pnvate bank account)

el e S

~ July 31 Salary A/c Dr. | | 25000
Y To Cash A/c e 25,000
(Paid salary to Mr. Vimal) ] |

| i 3 ‘Total T | 23,86,450 @ 23,86,450

r._l - ——

Note (1) : Purchase A/c was debited and S. Kumar’s A/c was credited when goods were
purchased in the last month. Hence, S. Kumar’s A/c is debited on payment being made.

ILLUSTRATION 22.
Pass Journal Entries for the following L

2018
' " 13 Lﬂ . Purchased an Iron Safe for business for ¥1,00,000 and payment made by cheque.

?

B - ﬁ . thased filing cabinet for office use ¥40,000 and paid as cartage on it.

ey & a Complltﬁf from Radha Kishan & Co. for 80,000 on Credit.
an electric fan for ¥20, 000.
urchased a ‘Horse” for business for ¥1,50,000 and payment made by Cheque.
= ““ C :fm- zzso Envelopes for %500 and Stamps for 1,000.
nery for 4,000.

arch 6 died. its carcass was Id f01' flO 000
e T a3 bLos '

1d paid the money into business.
E 3 ._"'-'. = -:_-_ f'\ .t - . ‘
nnn Do o _.':1:.:(. ﬂ‘s'?qf E " T ™

rent. t, ___ﬁf the hmldlng is

.‘..q: ,ﬁ .pll-l- Al s .i-. d-.,..-' - - : -...I'. -

| ..*-:;;-:.I.u,
- 4 |-'||‘

i
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B iy Lia iy o e B e RSN 5.45
JLLUSTRATION 23, P — BRSO e

Journalise the following transac

(7)) Sold goods costing 60,0

less 20% Trade Discoun
customer).

g00KS OF ORIGINAL EfiTﬂ‘f — JOURNAL

tions -
00 to Dinesh a

inst ch
tand paid ear b cheque at a profit of 40% on cost

arriage 500 (not to be charged from the

(#7) Sold goods costing T45 00 |
WU 10 Manoj at a profit of 33~;— on cost less 20% Trade

Pl
|
Eal iE
: e
-

[ i - { 4
b T, "'!r i
: {%g“‘ g
= ks CEE g
R T . ""'-Lr-.-
. =

b

. "y

(e
& | ] *|:. #__‘.
E B i LRSS n
W Tt

Dr.

= -'j-;_; .;.'- (Goods sold to Manoj on Credit and paid carriage on

Dr.

A | 11- T . ot =

B - ._1'r‘.|. A 3 .
P L .
a1 a%
JIIl 1 5L
¥ % i Sr

rF- % ]
ki

=i -
.
ARSAE by o T T

QR 160 300 June

" 1 ! ~VhE Row
! M -t e ]

i = - — " P '_I:\\-_. E 5 '

“daeposiied 1no d | . . .

v ] 2 - — U oy e - RN g "

o e e R By T . "

B B

. L, i -

y "
a4 oy ..Ii_ : L T % 0 i
R T B A Tl
..;__-_._ I K ' iy 'é_ -~ " "
BRI e AT T B e
£l . -I-ﬂ ﬂ‘:' -l-r -
e B Pt
- ...-.‘__. = T
e
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GINAL ENTRY —
5.46 FERR |  BOOKS OF ORIGINAL J0URY,

Cost R
2)
100 :
Add : Profit : 45000><-——-x1w \5%
60,{)00
Less - Trade Discount : 20% on 260,000 %,%
sV0)()
Add : Carmage 18__%%
Total 48,40
24 nsurance Prem th June 2018 :
ium paid from 1st July 2017 to 30th June f’_‘ﬂqﬂ
;um accounts ':vlll l;':jclosed on 3 1st March 2018, insurance premium ~
for 3 months i.e., from Ist April 2018 to 30th June 2018 will be
i 1,500
prepaid : 6,000 X 7= 1,50
————————————————
JLLUSTRATION 24.

Journalise the following transactions in the books of Ganesh & Co. :

Mnewﬂ: £20.000 and tools worth ¥5,000.
mmivmh Dena Bank for ¥5,000.
1 sent to bank) ¥1,00,000.
-Q ff "f_f“ bank by Ganesh for personal use ¥10,000.
hdrawn from bank ¥40,000. :
"ﬁi"'."“-_f;.f_'-ﬁ;_"':";; m ‘Col@te Ltd.’ for £50,000 and brokerage paid @ 2%. All the

|'_"
s
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~ Journalise the following :

BOOKS OF ORIGINAL ENTRY

JQHHNAL

(Cash withdrawn from bank for office use)
‘March 22 Investments Alc -
AR To Bank A/c E)
(Purchase of shares in y © | r
bmkerage pald @ 2% olgate Ltd.’ for ¥50,000 and
March 24 Postage Alc |
To Cash A/c g
(Amount spent on postage)
March 25 Dramngs Alc Dr
| To Cash A/c '
| 1(;::;2;” paid for the repair of proprietor’s residential
March 28  Electricity Expenses A/c Dr..
Miscellaneous Expenses A/c Dr.
To Cash A/c '
(Payment made for electricity bill and miscellaneous
S| expenses)
o BN — T i
E To Outstanding Salaries A/c
(Salaries due)
e o e N e S e
Mo To Outstanding Rent A/c
i 1 (Rent due to landlord) |
131 Interest on Capital A/c Dr..
- (Interest provided on capital)
i Total ¥

ILLUSTRATION 25.

51,000
|
100
| 100
4,000
4,000
1,800
120
1,920
15,000
15,000
3,000
3.000
16,000
16,000

|

1 2,71,020 $2,71,020

| S

!2,00 000 in business of g&neral stores

cO Lﬁﬁ,fm

: i 4 _.._ "_
e 2 E

I't,.,

ﬁﬂ@for. ' i

Ti Qnthese goods.
----- H: J' mpmd tl 200

l' #‘l ﬁ.{;_‘i]-‘ "I

T

L e e g T
"'- :H Tt# -"=="='":-:-'-=.'i--*'

- g e &=
.-l"' Ll N L Rar=n
L9 .| ~» CalllagC.
. e T - it k A
' 5 aaliacion 0 !..‘_,'._‘._...--1..'I| Pk - 1
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5.48  BOOKS OF ORIGINAL ENTRY - Jougy,

msm'ezsooofmm
Wmﬁmmwnzmmﬂnpymmmdeby%‘

Sold ﬂ:of-boveywdlnaproﬁwfs:’r—%mcm
Mmmmmum

SOLUTION : JOURNAL OF MUKESH BROS.

=

= B i oS L_ _§ I__ :‘é_%"d‘“ I‘.lmr.!:-:i_-_ :. -L-'.L_:I’ ﬁd..-l_‘;__:-._ﬂlal Lh. Sy -

e —————

- i, . '1'-‘;'!][--.
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BDUKEPF UHIEIH“A__L ENTHY - JOUHNAL

EREIE I 5.49
Bﬁfrp 7,71,300 7,71,300
' (Amount spent for Show-cm ) 25,000
Purchases A/c ) | 25,000
To Bank A/c | 5
Goods k- 12,000
'_(“_"‘“ Plll'Chnsed from Ravi) P . 12,000
Cash Alc | |
: To Sales Alc Dr
(‘E‘ th of the abo | st 3200
5 above goods solq
e cost) at a profit of 33 -%- % on
‘March 28 Bank Charges A/c
| To Bank Alc Dr, 200
h(fkﬁ?ﬂrdihng of bank Chﬂ.l‘ges) 200
e ——————— 8 ~ Total 2 '8,11,700 8,11,70¢
ILLUSTRA NON 26. | ) » :m

Journalise the following -

- o

o - ( ) : worth ¥50,000 supplied to Ghanshyam against the order

R (#i) Received a V.P.P. from Ram for 20,000. S ¥ '
£ as cartage. »UUU. Sent a peon to collect it who paid 150
oy (jy) Paid ¥3,000 for subscribing for newspapers and magazines.

> (y) Received ¥500 from sale of old newspapers and magazines.

] Paid interest on loan ¥6,000.
| * Withdrawn goods for personal use 8,000.
"" Goods stolen Cost Price T48.000.
~ (x) Goods destroyed by fire — Cost Price ¥1,60,000.
- (xi) Sold goods to X on credit ¥6,00,000.

(xii) X returned % th of the goods sold to him.

X settles his account after deducting 10% discount for prompt payment.

”‘ s paid ¥80,000 and salaries owing (due) ¥20,000.
aid Income Tax 280,000 by cheque
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e e — = T — T S - - —

|

To Sales A/c
(Goods supplied to Ghanshyam against advance
previously received)
Purchase A/c
To Cash A/c
(R R i ved cod oo o

—————_——" R

llaneous Expenditure A
To Cash A/c
(Amount paid for newspapers | and magazines) | 500.2
Cash A/c Dr. <t
To Miscellaneous Income A/c [ o | 500
(Amount received from sales of old newspapers and g |
| mﬂnw) e Bl |
Cash A/c RN Dr. | | 10,000 |
To Furniture A/c b2 3 10,000
(Amount received from sales of old chairs, tables etc. ) % g
Interest on Loan A/c Dr. | | 6,000
Io Caﬂl Alc e 6,000

ayment of interest on loan)

i i
---
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5.51

—-—_____________-____~__-_
Salaries A/c | B/F 15,35,650 15,35,650
To Cash A/c Dr. - 1,00,000! <
| To Salaries Outstanding 4/ S 1 80,000
< (Recording of Eg{aies Paid and outstandin ) - 20,000
() | Drawings A/ SR e e A Mk W |
| ToBank A/c Dr. 80,000
| (Payment of income tax) g 80,000
i & Total 2 “—WIT F
| 17?15,6505 17,15,650

? ‘l- \'r: ' - l‘: I; X ) N ' 4
' :)'fl;i}:e (Bulylel; pa;s ltI}::\E ‘IM] P Under this System seller sends the goods thrﬂug-h_f’f:t
; alue of goods to the Post Office and : - ;
Post Office. and gets the delivery of goods from

N

ot TR
JLLUSTRATION 27.

Placed order for goods with M/s Kohl; & Sons of ¥2,50,000; paid them Z1,00,000

e | by cheque in advance.
SEApr 17 K(3h1i & Sons. supplied goods of X2,50,000.
- April 11] Paid a cheque for 60% of the balance amount due to Kohli & Sons on account.
- April 15 Goods for ¥20,000 and furniture of the book value of 10,000 destroyed by fire.
April 20 Goods costing 50,000 were damaged in transit; a claim was made on railway
- | authorities for the same.
22| Received from Salesman 60,000 for goods sold by him after deducting his
- | travelling expenses ¥4,000.
April 25/ Sold goods to Vishesh costing 40,000 at a profit of 25% and allowed him 10%
- | trade discount and paid for cartage 1,000 to be charged from him.
| 28! Received a cheque of T40,000 from the railway authorities in full settlement of

| claim for damages in transit.

SOLUTION : JOURNAL
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ST v ERIRY JOURAL

B/F
Dr.

April 10 Kohli & Sons
@EEE To Bank A/c
- |(60% of ¥1,50,000 paid on account)

i i (Goods and furniture destroyed by fire) |

) Railway Claim A/c
| N ._-*i;i: To Purchases A/c |
| ¥ (Claim made for goods damaged in transit) 2]
April 22 Cash Alc |
;;'; Gk 'Invellmg Expenses A/c

i | ToSalesAlc |
(C}ash recewed from salesman after deducting his |
LRy 1g expenses)

(Nﬁte 1)

e —

Sl __I'TbSa!esA/c
To Cash A/c
Gnn&soldoncmditandpmdfarcartage?lﬂﬂﬁto

bed'mgedﬁomhim)

< Alc
ﬁt&LmNc
TnRﬂlwayCImmAlc
&-fr-rur vedﬁomRaﬂmy)

Dr
Dr.

|
=y

e — T ———

e e —

5,30,000
90,000

30,000

5‘30:000

46,000
- 45,000
1,000

40,000
10,000
50,000

I|
l

Total X

:Ir T

i
8,60,000  8,60,000

(S g St

Working Notes :
(1) Cost of Goods
Add : Profit : 25% of 40,000

Less : Trade Discount : 10% of ¥50,000

~ Add : Cartage

40,000
10,000
50,000
5,000
45,000
1,000
46,000

(2) Itis assumed that the cheques received are deposited into the bank on the same day.

-m {ISIRAHON 28.

Give the journal entries corresponding to the narration given below :
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U L TR < aounm

.‘:1_.“_""‘#..' -

;Mlz e
B> S —— PRl L 553

To TN e
Dr

(Goods of the ligt 1y
discount and 39 c?l:ll-‘:ed?

f 24
Bcount’;}m sold at 15% trae

Dr.
(Purchase of D" 10,000
fan for €10,000) T 1OF 30 =

| (Rent paid 225,000 and due 25,000 b

e — =

SOLUTION:

B R B TS

[E" = B o '] J
Sl R AR A B B T S Y g s -
ey e b v Mg gt B TR E R ','.h---’ﬂr e A 7 e S -
Ty X - ! ey = I o MR e el '
e, WSl )N = S oo i, RRUE T el R o gy
I P AT % el | 2

S e i i
| e
L e

e T
if - are | for ¥20,000 and paid 100 for

A
¥ \....I‘_!..I s ’

li.'-“

=

i & i
L

-

gl
IIIIIIII
| ]
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. To Seles A%
(Goods 000 sold at of 25%
-.m......., W gy a

hﬂM
Bad Debts A/c
~ To Chakravarti

Of”ﬂl-nr!)

- B S L
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BOOKS OF ORIGINAL ENTRY — jopnat

“\

Nov. 2 Machinery A/c

Ly

s call

-

%%1 (?h:;[%coh(;n;rg i[:murt;lhlanad for 2,00,000 and carriage
" ation charges 1,000 paid for it)
Nov. 6 Loss by Theft A/c
| To Purchase A/c
| : ﬁ (Goods stolen from the godown)
Nov. 12 | Purchases A/c
& | ToCashAl
- |  To Discount Received A/c
- |(Goods for ¥15,000 purchased at 20% trade discount
- 1 and 5% cash discount)

ov.20 Cash A/c Dr.
- | To Machinery A/c
To Miscellaneous Income A/c
| (Sale of old machinery and newspapers)

Insurance Premium A/c
Drawings A/c

. AR 4':; iAg
”F‘.:iﬁ ‘0 Bank A/c

By,

(Payment of fire insurance premium and life insurance
TR A Y S T .

Dr.

Dr.

e g
¢ ,.51 -Ei"i‘i‘ “‘L"‘i‘

Ao
b

L %

L] ]:| -] ] ) i
b v
ST 4 v

e I v 4
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5.56 | | BOOKS OF ORIGINAL ENTRY — jgyp w5
5. Isi . e - i P
- Is 1t possible to pass a single journal entry for two or more transactions? 11

OBJECTIVE TYPE QUESTIONS

T R i -

(A) Select the most suitable alternative : 1

1. Purchase of goods from X for Cash should be Credited to :—

(a) Purchase (b) Cash

(c) X ]
2. Main object of preparing a ‘Journal’ is :

(a) To ascertain the financial position of the business.

(b) To journalise the cash transactions

(¢) To make posting in the ledger
(d) To record the business transactions first of all.

3. Personal accounts are related to :
(a) Assets and Liabilities (b) Expenses, losses and incomes

(¢) Debtors, Creditors etc.

4. Real accounts are related to
(a) Assets (b) Expenses, losses and incomes

(¢) Debtors, Creditors etc.

5. Nominal Accounts are related to :
(a) Assets and Liabilities (b) Expenses, losses and incomes

(¢) Debtors, Creditors etc.
" 6. Goods worth 7,000 given away as charity would be credited to :

(a) Sales A/c ~ (b) Purchases A/c
(¢) Charity A/c (d) Trustee A/c
7. Payment of 6,000 as wages to workmen for installation of a machine should
be debited to :
(a) Wages A/c (b) Repairs A/c

(¢) Machinery A/c

8. What shall be the amount of Capital if Cash is ¥5,000; Furniture ¥12,000;
Stock 30,000 and Creditors ¥6,000.
(@) 53,000 (b) 47,000
(¢) 41,000

9. Gopal is our debtor for ¥10,000. He became insolvent and only 60 paise 1S
received from him. The balance of T4,000 would be entered to the :
(@) Debit of Discount A/c (b) Credit of Discount A/c
(c) Debit of Bad Debts A/c (d) Credit of Bad Debts A/c

10. %5,000 received from Mohan whose account was written off as bad in the

previous year should be credited to :
{Q MMSA/C (b) Bad Debts A/c
a5 ~) Bad Debts Recovered A/c  (d) None of these
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SOOKS OF ORISINALENTRY — soupnac

- 5,57
Rajal ¥36,000

t:-:;l)\lk;d t:t t:li;?wmt qecount will be ltncr allowing her discount @10%. Amount
© T 4400 (h) ¥ 4,000

. () T40,000
12. Loss ?l goods by fire should be ¢re "
(@) Sales A/c dited 1o ;

() Profit & Loss A/c (5) Loss A/c
() Purchase A/c

L5 Goads costing T30.000 Supplied to Mohan

t‘lTk!' ‘:l:k ::u:“ @5% will be credited 1o *hlll:.'lw"f\i::l:li:lﬁ SRR ——
- kb Pyt -
(©) T3I7.500 (b) T3IR.000

" () T34200
14 Goads costing 20,000 is sold 3
: ~ at - - +
allowed @ 10% and cash discum: profit of 20% on cost and trade discount is

. . _ of 10% is al "
was received at the time of sale What is 111; also allowed. Half the payment

of sale?
(@ T 9,720
(¢) T11.880

amount of cash received at the time

(b) T10.800
(@) T10.820

IS. Paid to Ral'zul on behalf of Sanjay 212.000 will be debited to
(@) Rahul s Personal Account (b) Sanjay’s Account
(¢) Drawings Account (d) Cash Account

16. S_old goods worth list price of ¥8.000 at 10% trade discount and 2% cash

ﬁ. '-ul‘.f " 2 . w s
discount. 25% received at the time of transaction only. The amount posted to

discount account will be :

(@) T 36 on Debit side (b) 144 on Credit side

(c) 144 on Debit side (d) T 40 on Credit side
" 17. Joumnal records the transactions of a firm in a

(a) Penodical manner (6) Chronological order

(¢) Summarised manner (d) Systematic order

I8. Rent of proprietor’s house paid from account on cash will
~ (@) Decrease the profit
(6) Increase the profit
- (¢) Reduce the capital of business
(@ Reduce the cash as well as capital of the business.
' :._5:-_;._ 2. (d); 3. (¢); 4. (a); 5. (8); 6. (); 7. (¢); 8. (¢); 9. ()5 10. ()
(b); 12. (d); 13. (b); 14. (a); 15. (b); 16. (a); 17. (6); 18. (d) ]

L

o g1
Fg W .
i+ i ... W X
- g -:: ..|- = h'- B
| . . .

ollowing statements are true or false :

F Tal= - . e i | .
r 4 5 T8 i & 4

: P ) E

) « i o W W

k o o a=d W -
"Mnalanc

p AL :

. - - ‘-
TR e s |
1<t Iranss "ri_i.-i
: 1." 1_ i’i l -{ : -"? \

R
T
= ] :-'I:? 3 -:'I'
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5.58 BOOKS OF ORIGINAL ENTRY — Jyyp,

e

6. Sales Account is always credited.
7.. Purchase Return Account is always debited.

8. Sales Return Account is always credited. | . i |
9.- The system of recording transactions on the basis of their two-fold aspe, .

b _called double account system.
*10. Goods bought for resale are referred to as sales.

[Ans:: True:3,5,6.]

W ._
(C) Fill in the blanks :— | .,_;.
1. Sale of goods to X for Cash will be Credited to v Af/& li
2. Goods taken by the proprietor for personal use will be credited to ............ Ak |
1. Loss of goods by fire should be credited to ervinnenes _A/c. :
4. For goods returned by customer ............. Alc is debited. |
5. Salary paid to Mohan will be debited t0 ............. _A/c.
6. Cash received from Surender as rent will be credited t0 ............ - Alc. | :
7. Premium paid on the life insurance policy of the proprietor will be debiteq ¢, T
| -
w

o P R Alc.
8. Outstanding rent will be debited to .............

[Ans. : (1) Sales; (2) Purchase; (3) Purchase; (4) Sale Return; (5) Salary; {
(6) Rent; (7) Drawings; (8) Rent] i

3. Ruleof............
4. Journal is a book of .......... :
[Ans. : 1. Real; 2. Personal; 3. Nominal; 4. Original or Primary entry|

w——-—-—-—-——-————_—__‘-——"
(E) Rectify the following journal entries assuming that the narration is

correct .
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BOOKS OF ORIGINAL ENTRY _ jgpr

_ | e
(v) Insurance Premium T T e ——
To Cash Dr 1,200
et ﬂnsr.n‘ancg Prémium paid for pext year)
(vi) Purchases A/c
To Cash Dr. |15:8,000

Ans. : (i) Interest Received A/

(”) Salar}‘f will be debited and Cash will be cred

(#17) Drawing will be debited Instead of Fy ~u
(7v) Entry will be reverge d e
(v) Prepald Exp. will

¢ will be credited instead of Vikas.

.u-..l....-__,.._....

Manohar Lal & Sons stan.ed business
| wnth cash
| Purchased furniture for cash

4 PRurchased goods for cash
B S Bought goods from Kamlesh
i b ' Sold goods for cash
I' : ’*r Sold goods to Hari

% ' Paid cash to Kamlesh

Recelved cash from Hari
Purchased goods from Sohan
8 thased goods from Sohan for cash
20  Paid rent for the office
Baéeived Commission
Paid Salary to Gopal
R ' e V&d cash from Hari
' ca&h from office for personal use

il

4 =

g e .
or 'vi-.,""'*_i'*l 1C forCﬂSh

J-—"F.'J.f o . i

:!'2 57,150.]
the following transactions in the Journal of Sahil Bros.:

5.59

1,200

8,000

:.:l' “. .- -

.' }i— Ilr'ﬁa #
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BOOKS OF ORIGINAL ENTRY — Jou,
L

Q.3 Enter the followmg transactions. in the Joumal of Ganesh Bros. :

Ry
i 1,00,
March 3 Sold ol 1o Dev . 0
5 Rece:fed from Dev in full settlement of his account | :g}nm
6 Sold goods to Manmohal:l | l’m
turned goods : :
l: :‘::::‘::lﬂ;;; Manr:nhan i full settlement of his account 78,204
19
16 Received cash from Ram liﬂfj
and discount allowed p ?ﬁﬂ
20 Paid cash to Pawan * 3‘2;3
~and discount received from him 25,000 at 20% wnde liscount )

25 Sold goods to Varun of the list price of T

[Ans. Total ¥4,05,000.]

Q. 4. Pass qurnal entries in the books of Hari Shankar & Co. from the ff)]lﬁ‘.u;rlg

L

_.r }.‘ -"h :’; o) 50:0(]]
Alml 1 Commenced busmess wlth cash 2.0 =
2 Purchased goods from Subhash 1510
4 Sold goods to Ramnath 1,0?;
6 Ramnath returned defective goods 13’3 0:
10 Received cash from Ramnath and 12 )
Discount allowed & ﬂgg
12 Gopal sold goods to us | _ ,
14 Paid to Gopal in full settlement of his account after deducting 5% |
15 Paid Rent 3 1(;,3?}3
16 Paid Rent of Hari Shankar’s residence !
| 18 Purchased goods for cash ﬁ'om Govind for ¥6,000 at 20% trade
A discount.
20 Purchased goods from Govind for 10,000 at 20% trade discount.
24 Paid to Govind %7,850 in full settlement of his account.
25/ Paid to Subhash ¥4,750; discount received ¥250.

30 Paid Wages 2400; Salaries 24,000; Advertisement expenses T80 and

| Trade expenses ¥1,000.

[Ans. Total ¥1,67,000.] |

Hints : April 16 : Rent of Hari Shankar’s (i.e., proprietor’s) residence is treated as drawings
April 24 : Discount will be 2150,

). 5. Enter the following transactions in the Jom'nal of Marutmandap Stores

i*““‘:’ﬁm IR S
| L S
)| Purchased goods ﬁomGlnmhymn of the hstpnce of 250,000 at 15% trade discount
Rﬂumdgmm(}hanshymofthchstmceofflooo
' Pa"lm““'-"Ghmmi"ﬁliif‘l()()()()mfulls¢==ulen:|.¢:ntvc:nfhlsa-t:co»un!;
Py ed goods from Raghu of the list price of 260,000 at 10% trade discount

. m—— g —

[
----

] }_:_.', st ':fhﬁm 249,000 in full settlement of his account.
[Ans. Total ¥1,93,000. Cash discount on Jan. 15 2800 and on Jan. 25 2500.]
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300KS OF ORIGINAL ENTRY — joypna,
_ e 5.61

=, PR
e 1R
k 018

.-Lm., Sh b, e

W L é t | ‘ ' , . - P
h3 | ought goods for cash of the list price of TB0,000 at 10% trade discount and

2;}4 cash discount.

5 | Sold goods f ' :
i! i gismun?r cash of the list price of ¥1,00,000 at 15% trade discount and 3%

6 Sold goods to Nagpal of the Jjst price of 50,000 at 20% trade discount.
8 Nagpal returned one-fourth of the above goods.

10 Nagp_a; _seﬁ:led the account by paying cash under a discount of 5%.

[Ans. Total ¥2,37,000; Cash Discount on March 3 %1,800; on March 5 %2,550
and on March 10 ¥1,500.] |

Q. 8 Pass Journal entries in the books of Raghunath Bros. from the following
transactions :(—

2016
June 1 Raghunath Bros. started business with cash X80,000; Goods ¥40.000 and
furniture ¥20,000.
June 2 Sold goods to Nandlal of the list price of 20,000 at trade discount of 10%.

June 4 Nandlal returned goods of the list price of ¥4,000.
June 8 Received from Nandlal ¥ 14,150 in full settlement of his account.

June 10 Purchased goods from Brij Mohan of the list price of 10,000 at 15% trade discount.
June 13 Returned goods to Brij Mohan of the list price of ¥1,000.
June 16 Settled the account of Brij Mohan by paying cash, under a discount of 4%.
June 18 Purchased goods from Anil Z5,000; Sunil ¥10,000.
June 19 Paid cash to Anil ¥1,900 and discount received T100.
- June 20 Paid 9,800 to Sunil in full settlement of his account.

: ’ﬁ- Sold goods for cash of the list price of ¥8,000 at 10% trade discount and 3% cash

June 30 Paid Rent ¥8,000; Trade Expenses 7,000 and Travelling Expenses ¥3,800.
. Total ¥2,54,000.] .
oods returned by Nandlal will be valued at ¥3,600.
Discount allowed to Nandlal 250.
Brij Mohan ¥7,344; Discount Received ¥306.
f Table Fan for domestic use will be treated as drawings.
ved %6,984; Discount allowed 2216,

2 *
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Q. 9. Pass journal entries for the followin :

Purchased goods Hfor 250,000 on 10% trade discount and 4% casg

discount and 60% amount by cheque. ‘ :

Bought Mp:‘;m Amit for 2,000,000 at unm..'s% cash discount and 20%, trade
discount. Paid 3/4th of the amount in cash at the time of purchase.

| Sherpa at the list price of €50,000 less 20% trade discount ang W,

~cash if the payment is made within 7 days. 75% payment IS receiveq by

~ cheque on Jan. 23rd. Sasanns ang o0,

| ,00,000, allowed her 20% trade discount and 5% caq
goods to Garima foF © 1tk days. She paid 1/4th of the amount by

and 60% of the remainder on Feb. 15th in cash.

- ~15th T6,000; on Jan. ).,
[Ans. Cash Discount on Jan. 6th T1,080; On Jan 23rg

£1,200; and on Feb. 5th T1,000.]
Q. 10. Journalise the following transactions in the be

O RRETET O
[ ..:.LI t":-‘:‘ A

2 | to Dilip of the list price of ¥62,000 for T60, | |
ch 2 Sold goods ip ing £2.00,000 from Hari & Co. Paid 75% immediately by

~ cheque to avail 4% discount. ' |
20 Sold goods to Vishal Traders costing 40,000 at 25% profit, allowing 10% trade

; discount and 10% cash discount. Received 80% payment immediately by cheque

. - - - » lou"n
6 Sold goods to & Co. costing ¥50,000 at 40% profit, allowing trade
* discount and Sgumsh discount. Brij & Co. paid the full amount by cheque and

availed cash discount.

[Ans. Total ¥3,68,000; Cash Discount on March 16 ¥6,000; March 20 £3.600 an¢
March 26 ¥3,150.]

Q. 11. Journalise the following mcm SR,

yoks of Dixat & Sons. -

CTUMOMES TMLATL e Ll L
o -.i‘.._ 2 .-_;*' '."tr::'::iﬁ:ﬁ" & Lﬁi

[Ans. Total ¥1,32,000.]

Q. 12 (A). Following balances appeared in the books of Radhika Traders as on It
April, 2018 :—
Assets : Cash ¥8.000; Cash at Bank 27,000; Stock ¥30,000; Debtors 13_6,900
£10,000; Sohan ¥12,000; Dinesh ¥14,000); Furniture ¥5,000; Building

Py

Creditors—X ¥5,000; Y ¥6,000.

=
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8 !Sold goods and received a cheque

10 ﬂ Deposited the above cheque into Bank s
12 * Sohan deposited in our Bank Alc
16 Paid Income Tax by Cheque :,m
20 Received a cheque from Sohan |
= and sent
Discount allowed e 7’333
21 r Withdrew from Bank——-?;;r (}f.ﬁce 2,000
; Or private use 4,000
23  Sent a cheque to X in full settlement of his A/c 4,900
;; [C)l'leqllllﬁ of Sohan returned by the bank as dishonoured. |
Linesh was declared insolvent and ise i '
B Fis ot by o e a payment of 60 paise in a ¥ received
30 Bank allowed Interest 350
Paid for Rent by cheque 1,500
Paid f_or travellmg_ expenses by cheque ’500
Pass Journal entries for the above transactions. - -
[Ans. Capital ¥1,00,000; Total ¥2,35,450.]
Hints : April 2: Cash paid ¥1,999; Cash discount Z41.
April 8: Cheques in Hand account will be debited and Sales account will be
credited. -
April 10 : Bank account will be debited and Cheques in Hand account will be
credited.

April 16 : * Income Tax is the personal expenses of the proprietor, hence, will be
treated as drawings.

April 27 :  Sohan will be debited from ¥8,000; Bank will be credited from
27,800 and Discount Allowed account will be credited from ¥200.

- April30: Bank account will be debited and interest received account will be
| ' credited for the amount of interest.

Q. 12 (B). Following was the position of Harish & Co. as on 1t April 2018 :—

Cas h in Hand g‘_-lo,boo; Cash at Bank ¥16,800; Furniture ¥8,000; Stock ¥50,000;
ebtor "““Z.:?‘f:-;n_j.; am ¥12,000; Creditors — Anil ¥4,000; Sunil ¥5,000.

nsactions took place during April 2018 :—

y
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B\ ¥

Goods purchased for 20,000 at 10% trade di

made by cheque. _ :

Received a cheque from Shyam for 23,860 and discount allowed to him 214,
on the same day.

Cheque deposited into the bank
Cash paid to Anil after deducting 2% cash discount.

furniture sold for TR00. |
g‘iﬂm to Shiv Parshad of the list price of 10,000 at a trade discount of |50,
mv'rmhdmndgood-orme list price of T1,000.
Paid for furniture repairs 1o Bahadur Singh T100. . ‘
Received a cheque from Shiv Parshad after deducting 4% cash discount. Cheque v,

deposited into bank.
Bank charged T50 for ‘Bank Charges’.

Received Commission T200.
[Ans. Capital ¥95,800; Total 21,64,550.]

Hints :

(I)mAm"IZ,Cl'neqmsmHand A/c will be debited. | o
(2) On April 4, Bank A/c will be debited and Cheques in Hand A/c will be Credited

(3) On April 20th, Repairs Account will be debited and Cash Account will be crediteq
4 — 3 i
(4) On April 25th, Cash discount allowed to Shiv Parshad = 7.650 x — = T306

scount and 5% cash discount. Paymﬁnt

100

(5) On April 28th, Bank Charges Account will be debited and Bank Account will be

credited.
Q. 13. Pass Journal Entries for the following transactions \—

n on Furniture ¥500 and on Machinery %2,000.

1. Provide depreciatio
2 Received cash Z1,000 for bad-debts written off last year. |
3. Ajay Singh was declared bankrupt. He owed ¥2,500 to us. Nothing could be

recovered from his estate. |
4. 20,000 for wages and Z4,000 for salaries are outstanding.

5. Purchased furniture for ¥6,000 for the proprietor and paid the amount by cheque.
6. Provide 9% interest on capital amounting to %2,00,000.
7. Provide interest on drawings 1,000.
[Ans. Total T55,000.]
(. 14. Pass journal entries for the following :
Jan. 5 Purchased goods for Cash 310,000 and spent Y200 for their carriage.

Jan. 10 Purchased machinery for Cash ¥50,000 and spent ¥500 for its carriage.
Jan. 15 Paid 20,000 for Cement, ¥10,000 for timber and 5,000 as wages for the

construction of building.
Jan. 17 Purchased an old machinery for 20,000 and spent ¥2,500 on its immediate repairs.

Jan. 20 Paid ¥500 for repairing some other machinery.
[Ans. Total ¥1,18,700.]
Hints :  (j) (Jan. 15) Building A/c Dr. 35,000
To Cash A/c 35,000

—

(i) (Jan. 17) Machinery A/c Dr. 22.500
ekl To Cash Alc 22.500

(iii) (Jan. 20) Repairs A/c Dr. 500
ToCashAlc G 500
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P J,me 6 Issued a cheque to Muke: .
T ety esh for the amount due to him after deducting 2% as cash

june 7 Withdrew from bank ¥2,50,000 for o

June 10 Purchased a machinery for
Payment for machinery wag
in cash.

June 12 Sold goods for ¥ 1,00,000 to Amar.

June 13 Amar clears his ivi ‘g i '
P:' junel Rt aees IS account by giving a cheque of 298,500, Cheque is immediately

.~ June 15 | Purchased stationery for personal use 23,000 and for office use %5,000.

June 20 Pux_\‘:has?d land for ?'2,00,0_00 and paid 1% as brokerage and Z15,000 as
registration charges on it. Entire payment is made by cheque.

June 30 ' Wages du? to laboure!‘s <20,000 and salary due to the clerk Z30,000.

— e T T —

[Ans. Total X18,00,000.]

Hints : () On June 6, Cheque issued to Mukesh will be for ¥1,32.300.
(#1) On June 10, Machinery A/c will be debited by %1,05,000.
(77i) On June 20, Land A/c will be debited by ¥2,17,000.

Q. 16. Journalise the following transactions of Raj Kumar Traders timber
merchants :—
1. Purchased timber from Kuldeep Kumar, for cash 2,000 and credit ¥10,000.
2. Paid to Kuldeep Kumar in full settlement of his account 9,950,
3. Paid rent in advance <10,000.
4. Purchased machinery for ¥1,00,000 by cheque and carriage ¥2,000 and installation

charges ¥ 1,000 paid in cash.
5. Purchased goods for ¥50,000 from Govind and sold it to Manohar for ¥65,000. Out

of this Manohar returned goods worth ¥13,000, which in turn was retumed to

ffice use and 210,000 for personal use.

¥1,00,000 and spent 75,000 on its installation.
made by cheque and installation expenses were paid

— e P

Govind.
[Ans. Total ¥2,73,000.]
" Hints: InitemNo. (4) Machinery A/c Dr.  1,03,000
s To Bank A/c 1,00,000
b . To Cash A/c 3,000

e ' ﬁ' ol
ey, - l

.. et NO- (5) Pm'chases returns will be, valued at ¥ 10,000
sased Machinery for 220,000 and paid ¥200 for its carriage.

o AEREY %4 850 from X in full settlement of his account of ¥5,000.
- oheaue first and final payment of 60 paise in a ¥ from ¥ who owed us

k-
—

=

510 000 at a trade discount of 20%. Next day a cheque was
 deducting 5% cash discount. Cheque was immediately

. e T T I B Rt vl

3 ti’ wd Dot
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5-58
0% on cost less o .

5. Goods costing ¥20,000 sold to Manoj at a profit of 2

discount.
[Ans. Total ¥72,800.]
Q. 18. Journalise the following transactions :
1. Goods for 50,000 were destroyed by ﬁrf'... |
2 Goods worth T18,000 were distributed as free samples and 220,000 were given awa,
as charity in cash. i< |
3. Goods worth ¥25,000 and cash €40,000 were taken away by the proprietor fq, hiy

and cash €5,000 were given away as charity.

personal use.
om the lron Qafe of the trader.

4. Goods worth £20.000
5 Cash T1,00,000 was stolen fr

[Ans. Total ¥2,78,000.]

Q. 19. Journalise the followii

(/) Sold goods to Brijesh of th

full payment in cash.
(i) Goods given away as charity ¥1,000.
(#ii) Charge interest on capital of ¥5,00,000 @ 7% p.a.

(iv) Outstanding wages <3,000.
(v) ¥5,000 due from Sunny are now bad debts.

(vi) T50,000 cash sales (of goods costing ¥40,000).

[Ans. Total ¥1,03,500]
0. 20. Prepare journal from the transactions given below :—

(a) Proprietor withdrew for private use 210,000 from bank.

(b) Goods costing ¥50,000 were burnt by fire.
h Z1,50,000 and paid ¥2,000 on its installation.

(c) Purchased machinery for cas
(d) Charge 5% depreciation on building costing ¥2,00,000 and 8% depreciation op
furniture costing ¥5,000.

(e) Prepaid salary ¥2,000.
(/) Kapil who owed us 20,000 becomes insolvent and nothing is received from his

estate.

[Ans. Total ¥2,44,400]
0. 21. Tanishk Traders deal in Motor Cars. Record the following transactions in

their journal :
(i) Purchased 4 Motor Cars @ ¥1,20,000 each from Maruti Ltd. for stock.

(i) Purchased 1 Motor Car for 75,000 from Maruti Ltd. for business use.

(iif) Returned one Motor Car from stock to Maruti Ltd.
(iv) Sold 3 Motor Cars for ¥4,50,000 (Banked 4,25,000).

(v) Purchased an accounting machine for ¥40,000.
(vi) Bought on credit from Tata Motors, 5 Motor Cars for ¥8,00,000 for resale.

(vii) Received credit note from Tata Motors for One car returned to them.

(v::i;) Paid to Tata Motors by cheque the amount owing.
(ix) Drew a cheque for self ¥1,00,000 and drew out of cash for self ¥20,000.

(x) Mr. Tanishk brought his own car into the business valuing ¥1,80,000 for sale.
[Ans. Total ¥30,65,000.]

mm.s : In 1tem No. (v), Office Equipment A/c will be debited.
In item No. (vii), Tata Motors will be debited and Purchases Return A/c will be

credited by ¥1,60,000.

1g transactions :
e list price of 210,000 at trade discount of 5%. Rece;y,,
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In item No. (ix),

5.67

will be debited by %1,20,000;
be credited by 21,00 ,000,
> will be credited by 220 000

Will be debited and Capital A/c will be credited.

"4y, 1. Out of Insurance premium D erTuumm n the Journal of Navin Gupta & Sons:
; ald this year, ¥15,000 is related to next
year.

2. Credit purchases from Ram & (°
; 0. for T5¢(
Hlﬂ on payment of bill within 6 oo ),000. Cash discount will be received at 5%

. Cash paid to Ram & Co. and discount availed of
Paid Income Tax 220,000 by cheque,

Goods Lmllng ¥2,00,000 sold for cash at a profit of 10%.

Purchased iron safe for 22.00 00
‘r ] l ‘ L L
21.00.,000. iling cabinet for 250,000 and computer for

[ Ans. Total ¥7,05,000.)

In item No, (x), PUI‘L‘.hHHE"l Alc

(). 22. Journalise the lullnwmg

S s w

. : sacti drana; —— . ;
Hints : In transaction No. 1, | repdlel Insurance A/c will be debited and Insurance A/c
will be credited.

In lransactfon No. 5, Entry will be passed for cash sales of 22,20,000.
In transaction No. 6, Office Equipment A/c will be debited by Z3,50,000.

(). 23. Journalise the following transactions in the books of Kanishk Traders

() Sold goods costing ¥1,20,000 to Charu at a profit of 33-9% on cost less

3
15% Trade Discount.
(i) Sold goods Costing ¥80,000 to Arun against cheque at a profit of 25% on
cost less 15% Trade Discount.
(iif) Paid by Cheque 8,400 as insurance premium for a period of 12 months
starting 1st August 2016. Financial year closes on 31st March every year.

[Ans. Total 2,32,200]

Hints : In transaction (/) Sales will be Credited by 1,36,000.
In transaction (if) Sales will be Credited by ¥85,000.

In transaction (7i7) Prepaid Insurance ¥2,800.
(). 24. Journalise the follewmg

JU"; P,g W%’&:ﬂ* I . ._I., ?*..h...-:‘ _r_;.,L. ‘., _,‘ | ..1.: ’A..,:

“; i"" 4 *; ';-._ F i..-}it":‘h ﬁF.-t

’ .!'

bullding for ?1 50,000 and 1ncurred expenses of 210,000 on its
owed us Z20,000 is declared insolvent and 60 paise per ¥ is received

* eﬂmﬁn'nitm'e
mecaah !5 000 and goods worth ¥2,000.

J _ _- _I‘v’;%

u { ;

=% u— .-EII_—_. - 3
L -'. -
m.

l
#
-
p i
1|II..
h

 212,000; Postage ¥200 and
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Hints: () On March 4th;  Building A/c will be debited by ¥1.60,000.

(if) On March 15th;  Repairs A/c will be debited.

binet and computer wil| p, i
;i) On March 20th:  Purchase of Iron safe, filing ca |
a debited to Office Equipment A/c. Hence, Office Eqmpmen ;

A/c will be debited from £32.000 |

Q. 25. Journalise the following

ha ' these
£ ;E for €25,000 for Cash and paid ¥200 for carmage on oods,
uhy Purchased goods for €40,000 on Credit from Sudhir and paid T500 for carriag, .

Rmiwd an order of goods for €50,000 from Gopal.

| purchased machinery for €20,000 and spent ¥500 on its carriage and ¥300 o

3 Gow s order was executed and cartage ¥2,000 was paid in this connection.
. Goods costing ¥12,000 sold to Mr. X, issued invoice at 25% above cost less |,
- trade discount.
9. Provide 20% depreciation on furniture costing ¥10,000.

uhi Gtwucharity — Cash ¥500 and Goods ¥2,000.

e e D

[Ans. Total ¥1,77 ..00.]
Q 20. Joumallse the following :

| ﬁ’ Received a V P. F_h'om Mohan Lal for €25.000. Sent a peon to collect it wh
Y R ~ paid 200 as cartage.

(i) Received T1,000 from sales of old newspapers and ¥5,000 trom sales of old chairs
M costing ¥7,000 given away as charity.

)| Arun pays us ¥63,000 after getting 10% discount for prompt payment.

Received Cash from a debtor written off as bad-debt last year ¥20,000.

MM costing ¥50,000 to Ashok on credit at a profit of 20% on cost.

Mooming ¥1,00,000 for ¥1,40,000.
Provide ¥5( MnintemtonCapital

!60.000 by cheque. Half the building is used by the proprictor

ﬂnﬂofthe year ¥30,000.

[Ans. Total !4.68,200 ]

FHnts ©  In transaction (iv) Discount Allowed A/c will be debited from ¥7,000.

- In transaction (v) 2& Alc will be debited and Bad debts recovered A/c will b
ited.

- Q.27. Journalise the following transactions :

1 availed discount of 210,000.
X ) __~ﬁ'4,500.

.........
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12 Sold personal Car of the
16 Sold personal Car of

26 Sold goods to Ga

24 | Placed an order with Rudra & Co fﬂ;-

¢.¥ 79 O them as an advance.

[Ans. Total ¥4,36,700.]

Hints :  On April 1, Debit Purchases A/c and ¢
On April 5,  Debit Desai by T5,200.
On April 10, Credit Govardhan by Z10,500
On April 16, No Entry. o
On April 20, Debit Gaurav and Credit Sales A/c by Z1,26,000.
Debit Carriage outwards and credit Cash A/c by Z3,000.

redit Manoj by Z90,000.

R 1 : :
Q. 28. Give the journal entries corresponding to the narration given below :

| L. Amount  Amount
F.  Dr Cr.

L
" 5 '
-~ i ———— - s - - - - o e el o o - - -

4 4

Dr.

To Bank A/c

| (Goods of the list price of 60,000 purchased at 25%
- trade discount and 10% cash discount)

e e

| (Building purchased for 22,00,000 and brokerage paid

..... ;' II
| onits purchase @ 2 —;- %. Entire payment is made by

" | i . |
cheque) |
1' '.

= —— e i

|-.l

L ey \
T
4.:. LAY

(Goods costing 720,000 destroyed by fire)
e e Dr.

, received from the estate of Hukam

Wi
. '
ol Y
T el g

" X = !

L Rarg
i L
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Dr# 1
ﬂ
[Ans.
ill be debited by 45,000, Bank A/c will be credited by Z4( 500

April 5 Purchases wi
discount received account will be credlted by 4,500.

April 6 Building will be debited and Bank A/c will be credited by ¥2,05,000.
April 9 Loss by fire will be debited and purchase will be credited by 220,000. T
April 13 Bank wll be debited by 248,000; bad debts will be debited by 32,000 and Hukay, |
Chand will be credited by ¥80,000.
April 20 Purchases will be debited by ¥1,00,000; Carriage will be debited by 2500 4,
Bank A/c will be credited by ¥1,00,500. 5
April 25 Cash will be debited by ¥28,800; Discount Allowed A/c will be debiteq | by :
- ¥1,200; and Gopal will be credited by %30,000. |

April 30 Wages will be debited by ?1_8,000, Cash will be credited by 15.000 and
Outstanding Wages will be credited by ¥3,000.

Total ¥4,98,500]
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viarch 22 Cash A/c S —

| (Amount received from Ghansh ikl ich ROl g
- | written off as bad debts last yeal?;am which wer Vol T
7 Income-tax A/c e kS b,
| ToBank A/c i . i,ﬂﬂﬂ-i' | 4000
* (Pﬂymeﬂt of Incume-tax by Chequﬂ) | . . s

e

i Cash A/c Gl L, i I3.0°
_-,. Rt To Interest Received A/c .
s, G (Interest allowed by bank)

Ak N
ol - 1

March 1 Building will be debited instead of bricks and timber and bank will be credited
instead of cash.

March 5 ]é)‘;socgggt will not be debited and sales will be credited by Z32,000 instead of

March 13 Repair will be debited instead of furniture.

March 16 Charity will be debited by 3,000 instead of general expenses and purchases will
be credited by ¥3,000 instead of sales.

March 22 Bad-debts recovered will be credited instead of Ghanshyam.
March 27 Drawings will be debited instead of Income-tax.
March 31 Bank will be debited instead of cash.

Total ¥3,65,800.]

ADDITIONAL QUESTIONS
Q. 30. Journalise the following transactions :—

.| Charge depreciation on Machinery
.| Salary due to Office Clerks
Rmved cash for Bad-Debts written off last year .fi "”'"; 5,00

: ', ased gaods from Ashok & Co. for ¥50,000 at 20% Trade HEET R
| If the payment was made in cash.
ssued ¢ to Ashok & Co. in full settlement e
e forhm:sehold purposes
a hospita out of busmess
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-'-ll"
-

Sold goods to Y costing 10,000 at 30% profit on cost less 10% trade |
| discount. |

' Paid Rent 00y
N ,,,J Goods stolen from business 2,{}00;
: N Gave as charity : Cash | lﬁﬂ.i

Goods | 200;
Purchased Post Cards and Envelopes p
Purchased a Computer for business 25 000

[Am' 1{113I T1,32,050.]

Q- 12. Journalise the following transactions

. Purchased a Motor Car for ¥3,00,000 and paid 25,000 for its repair and re e

Entire payment is made by cheque.
2. Received Rent ¥5,000,
3. Goods worth 20,000 were distributed as free samples.
4. Charge depreciation on Motor Car ¥32,500.
S. Rent due to Landlord ¥10,000 and Salary due to Clerks Z80,000.
6. Charge interest on Capital ¥20,000.
7. ¥5,000 due from Sanjay Gupta are bad-debits.
8. Goods worth 50,000 were destroyed by fire.
9. Cash 5,000 and goods worth 20,000 were stolen by an employee.

[Ans. Total ¥5,72,500.]
Hints : In transaction 1, Motor Car A/c will be debited by %3,25,000.
Q 33 Journalise the following transactions :

)| Bought goods from Arun for ¥2,00,000 at a trade discount of 15% and cash
| discount of 2%. Paid 80% amount mlmedlately

thased goods for 20,000 from X and supplied it to ¥ for ¥26,000. Y returneq
f 0 " s worth 7,800 which in turn were returned to X.

K h mthdrawn from bank 5,000 for personal use and 225,000 for office use.

ey on capltﬂl and charge 1,000 as lnterest on drawings.

oha Oy % f25 000 was declared insolvent and a cheque of 40 paise ina
i ”;f%’ himin full settlement

HH
Lo tc "..' e& % & '_1'_“.‘_'!.

;‘!r d Salz '

| Salary Outstanding ¥20,000.

[Ans. Total ?4,53,800.]
Hints : In transaction No. (1) Cash discount will be ¥2,720.
In transaction No. (ii) Entry for purchase return will be passed for ¥6,000.
Q. 34. Journalise the following transactions :

() Paid Customs duty ¥11,000 by cheque on import of a new machinery.
h (u') Goods sold costing 10,000 to M/s Abbas & Sons at a invoice price 107

ahove cost Less 10% Trade discount.
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(1) Withdrawn goods

(i7) Received %9 750 £ s
(itf) A cheque for 56?{? Hari in full settlement of his Account for ¥10,000.

Returned dishongup. 00 received from Rajiv deposited into Bank was

(7v) Paid ¥19,000 to Ganesh on his account for Z20.000
Hints : | |
In Serial No. (/) Entry wil|

In Serial No. (iv) E

be passed for 25,000

]]t | » 3 ¥
ry will be passed for 2 19,000. Discount has not been received.

In the books of Som Nath & Sons -

| Purch hased a Mach}nery for ?l(},o{)o d thio :
AT li efl‘:leeﬁd‘om Proprietor’s saving bank account
- 4 Received an order from Ch : | .
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Paid cash ¥8,000 to Dushyant and discount allowed by him Z800.

oS $3pods stolen l?y an employee (Sale Price X20,000; Cost Z15,000).
15} Purchased stationery worth 28,000 for office use and

Manoj pays us ¥5,400 after deductin
A g fgi/d go::l)ds o I‘;uber costing ¥2,00,000 at 25% above cost less trade discount of
g o and cash discount of 5%. Kuber did not avail the cash discount.

[Ans. Total 4,04,800.]

Hints : May 8, Debit Dushyant by T8,800.
May 10, Debit Loss by Theft by ¥15,000.
- May 20, If amount received is 90, amount due = 2100

[f amount received is 5,400 amount due = L. ] %X 5,400 = 6,000

90
Hence, Discount Allowed = 6,000 — ¥5.400 = 2600

May 28, Debit Kuber and Credit Sales A/c by ¥2.25.000.
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X2,000 for personal use.
g 10% for prompt payment.

Q. 37. Journalise the following transactions in the books of Prakash :

(/) Opened a current account with Punjab National Bank Z1.00.000.
(77)) Received a cheque of 12,900 from Chandradev and allowed discount
X300 to him. The cheque was deposited into Bank on the same day.
(#ii) Purchased machinery for ¥1,00,000, payment made by cheque. Installa-
- tion charge of machinery ¥6,000 paid in cash.
. (fl’) Purchased a horse for business for ¥20,000.
~ (v) Sold goods to Gokul at a list price of T4,000. Trade discount 10% and cash
 discount 5%. He paid the amount on the same day and availed the cash
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hased goods for 10,000 and paid 400 for carriage on these goods.
ional cash introduced by the proprietor 240,000.
jonery ¥800 and postal stamps 100,
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5.74 BOOKS OF ORIGINAL ENTRY — Jougy, |

: ' :
Received an order to supply goods of 40,000 from Manu and feCeivey |
¥ 10,000 as an advance together with the order.

(xi) Cash Z10,000 and goods worth ¥4,000 were stolen.
Purchased goods from Devendra for 40,000 and the payment was Made

by cheque.
Sold 1/4th of the above goods at a profit of 25% on cash.

[Ans. Total ¥3,90,600.]

Hints : In transaction No. (/i/) Machinery
In transaction No. (vi) Purachases A/c will be debited by Z10,000 and Carriage

Inwards A/c will be debited by Z400.

A/c will be debited by Z1,06,000

HIGH ORDER THINKING SKILLS (HOTS) QUJ
. Why do the transactions are entered in a Journal rather than straight ip

Ledger?

2. Is Capital Account a Personal or Real Account and why"

3. State one situation when Capital Account is Debited and one situation when,
Capital Account is Credited.

4. What does a Credit Balance in a Capital Account signify”
5. No account is opened in the name of the Proprietor in the books of the firm

Give reason.
6. “If debts written off as bad are recovered subsequently it should be credited t

Debtors Account’. Do you agree?
Ashok purchased goods from Delhi Traders for %2,00,000. As per the terms, if
7 {0

Ashok made full payment within 21 days, he will get cash discount at 2.5%.
Ashok paid %1,50,000 within the stipulated time. How much discount will he

get?
8. Ravi purchased on credit goods for ¥5,00,000 Less 20% trade discount. As per
the terms, he can deduct 4% cash discount if he pays the full amount within 15

days. What amount he will have to pay to avail he Cash Dsicount?

9. Increase in an Asset Account is recorded on its debit side. Give reason.

10.
11.
12. .

Increase in a Liability Account is recorded on its credit side. Give reason.

Rent is paid by cheque. Which account will be credited and why”
What entry is passed when cheques received from the customers are not sent (o

bank on the same day?
13. A furniture of book value of Z15,000 was sold for 36,000 and new furniture
was purchased for ¥20,000. Furniture Account is debited with X...........

AnS.
1. Journal contains all important information relating to a transaction whereas

ledger contains only the summary.
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po0Ks OF ORIGINAL ENTRY — JourNaL

. Capital Account is . pem s —

4 nal Ac
the business who is a human e gceunt because it represents the Proprleter of

s
®
=
>
o
. €
-]
5
7
o
¢
=3
—
o
-
<
= %

when there is a profit.

4. Credit Balance in Capital Account

shows positi '
owed by the firm to the Proprietor. positive capital balance or the amount

5. Proprietor is represented by Capital Account,

6. No. It should not be credited to Debtors Account because Debtors Account has

already been credited while recording bad debts. It should now he treated as
gain and be credited to ‘Bad Debts Recovered A/c’

7. He will not get any discount because he has not paid the full amount.

8.
L4
Purchase Amount 5.00.000
Less : Trade Discount @ 20% 1,00,000
4,00,000
- Less : Cash Discount @ 4% on %4,00,000 16,000
Amount to be paid 3,84,000

9. Asset Account is a Real Account and thus the rule applicable is ‘Debit what
comes in, Credit what goes out’. Increase in Asset means that the Asset has

come in. Hence, the Asset is debited.

19 Llablllty is a Personal Account and thus the rule applicable is ‘Debit the
‘ mccwer Credit the giver’. Increase in Liability (suppose creditor) means that
mven goods or some other benefit. Hence liability is credited.

il be credited. Reason is that Bank is a Personal Account and the rule
‘Cmdlt the Giver’. Bank is the Giver on behalf of the firm.
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