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Bills of Exchange
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Promissory Note 

 1.11

Cheque and its Features  1.12
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Difference between Cheque and Promissory Note  1.14

Learning Out Comes  1.15

Key Words  1.16
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Introduction  1.0




 Debtor  Creditor


 Bill of Exchange 









Objectives  1.1


 
 
 
 
 
 
 
 
 

 1.3

Definition and Meaning and Nature of a Bill

 5  1881 
 


 

13



 "Accepted" 


 Bill of Exchange  Accepted


Features of a Bill  1.4


 (1

 (2

 (3

 (4

 (5

 (6

 (7

 (8

 (9

 (10

 (11

 (12

 (13

 (14

 (15

 (16

 (17

 (18

 19

 20

14



Parties to a Bill  1.5


  

 (Drawer)  (1

 (Drawer)

 (Drawee)  (2

 (Drawee) 
 "Accepted" 




 (Payee)  (3

 (Payee) 



10,000/-  30-12-2020

 10,000/- 


 Accepted


     To
          C - 10
          Park Lane
         Secunderabad

 1.6

Essential Parts of Bill of Exchange
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 (Date)  (1












 (Term)  (2




 Maturity 




 Grace days 

 Grace Days  /8  /5




 (Amount)  (3




 (The Stamp)  (4

 Stamp 
 Ad-Valeoem 

 (Acceptance)  (5


 "Accepted" 


Types of Bills of Exchange  1.7

  (1

 ii  i

16



(Country Bill)  i


 
(Foreign Bill)  ii

 / 


 (Period)  2





 (3


 ii  i

 (Trade Bill)  (i

 Trade Bill 
 (Accommodation Bill)  (ii


Advantages of Bill of Exchange  1.8


 (1

 (2

 (3


 (4


 (5

17



 


 (6

 (7


 (8


 (9

 (10

Maturity of a Bill  1.9







 /20  (Grace days) 
Maturity Date  /20 

 /22  /23

 /24 
(Discounting of a Bill) 

 (Drawer) 


 Drawee 


(Endorsement of a Bill) 
 Creditors 

 Creditor 
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 1.10

Difference between Bills of Exchange and a Cheque


Cheque   

 .1  .1

 .2  .2

 .3  .3

 .4  .4

 .5 



 .5


 .6  .6

 .7  /  .7

 .8  .8

 .9  .9

 .10  .10

Promissary Note  1.11

 (4)  1881 
 


 

 

(Parties to a Promessory Note) 


 (The Maker)  (1

19






 (The Payee)  (2




20,000   162 , G Steet

Secunderabad

3th December, 2021

 
   To
          Ameirullah
          Saleem Bagh                                                                               Sd/-
          Adilabad                                                                                   Waliullah

(Features of a Promissory Note) 


 (1

 (2

 (3

 (4

 (5

(Types of Endorsement) 


(Ordinary Endorsement)  (1


(Special Endorsement)  (2


(Restrictive Endorsement)  (3

 "Only" 

20




(Qualified Endorsement)  (4




 1.11

Difference between Bill of Exchange and Promissory Note

 

 .1  .1

 .2  .2

 .3  .3

 .4  .4

 .5  .5

 .6  .6

 .7  .7

 .8  .8

 .9  .9

 .10  .10



Cheque and Its Features  1.12

 6  1881 
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 (1

 (2


 (3

 (4

 (5

 /  (6

 










 

(Changes in Cheque) 


 



 1.13

Difference between Bill of Exchange and Cheque

 
 .1  .1

 .2  (Crossing)  .2

 .3  .3

 .4  .4

 .5  .5
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 .6


 .6


 .7


 .7

 1.14

Difference between Cheque and Promessory Note

 
 .1  .1

 .2  .2

 .3


 .3


 .4  .4

 .5  .5

 .6  .6

Learning Outcomes  1.15

 5  1881 






 (3  (2  (1 
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 (Grace Days) 












 4  1881 




 6  1881 














Key Words  1.16

  .1

 Drawer  .2

 Drawee  .3

 Payee  .4

 Endorsement  .5

24



Terminal Questions  1.17

 (A

  __________  .1

 _________  .2

 __________  .3

 _________  .4

 ________  .5

 /   .6

 /   .7

 /   .8

 /   .9

 /   .10

 (B

 .1

 .2

 .3

 .4

 .5

 .6

 .7

 .8

 .9

 .10

 (C

 .1

 .2

25



 .3

 .4

 .5

 .6

 .7

 .8

 .9

Suggested Readings  1.18

1. Advanced Accountancy - Shukla and Grewal

2. Advanced Accountancy - R. L. Gupta and Radhaswamy

3. Advanced Accountancy - S. N Maheshwari and V. L Maheshwari

4. Accountancy - Tulasian

5. Advanced Accountancy - Arulanandam

6. Accountancy - S. P. Jain and K L Narang
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 2 
Accounting of Bills

Unit Structure 
Introduction  2.0

Objectives  2.1

Accounting Treatment of Trade Bills  2.2

Treatment with a Bill  2.3

Bills Receivable Book  2.4

Bills Payable Book  2.5

Learning Outcomes  2.6

Key Words  2.7

Terminal Questions  2.8

Suggested Readings  2.9
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Introduction  2.0




















Objectives  2.1


 
 
 
 
 
 
 

Accounting Treatment of Trade Bills  2.2


 (1


 Drawee  Drawer  (2

 Bills Payable  Bills Receivable 

Treatment with a Bill  2.3

 Drawer 

28




 (Drawer)  .I


 .II

 .III





 .IV

 Real Accounts 
Debit what 

 comes in and Credit what goes out




 .I




 Drawee  Drawer 


 (1

Customer's A/c ........................................... Dr xxx    -
     To Sales A/c                                                     -    xxx

(  )

 (2

Bills Receivable A/c ....................................... Dr xxx     -
            To Customer's A/c                                                -     xxx

 

 (3

Cash A/c ................................................. Dr xxx     -
         To Bills Receivables A/c                                -      xxx
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 Drawee 




 (1

Purchases A/c ............................................ Dr xxx  -

      To Supplier's A/c                                            -    xxx

 

 (2

Supplier's A/c ............................................. Dr xxx     -

     To Bills Payable A/c                                        -     xxx

 

 (3

Bills Payable A/c ......................................... Dr xxx     -

      To Cash A/c                                                -      xxx

 

1 
  8,000/-  2020  /

 2 


  L/F    

2020

 /

 /

 /4

Meraj's A/c ...................................... Dr

     To Sales A/c

  
Bills Receivables A/c ...................... Dr

     To Meraj's A/c

 2
Cash A/c ......................................... Dr

    To Bills Receivable A/c

  

8,000

-

8,000

-

8,000

-

-

8,000

-

8,000

-

8,000

30




  L/F    

2020  /

2020  /

2020  /4

Purchases A/c ................................ Dr

      To Siraj's A/c A/c

 
Siraj's A/c ...................................... Dr

     To Bills Payable A/c

 2
Bills Payable A/c ............................. Dr

    To Cash A/c

  

8,000

-

8,000

-

8,000

-

-

8,000

-

8,000

-

8,000

 Drawer 


 .II






 5%  4   5,000/- 
  67/-  








Bank A/c ........................................................................... Dr xxx -

Discount A/c                                                                      -    xxx
             To Bills Receivable A/c                                                         -  xxx
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Bills Payable A/c ............................................................... Dr xxx  -
         To Cash A/c                                                                            -    xxx

 

2 
 5%  2021  /   4,000/- 





  L/F    

2021  /

2021  /

Bills Receivables A/c ...................... Dr

    To Basith's A/c


Bank A/c ......................................... Dr

Discount A/c................................... Dr

      To Bills Receivables A/c

 5% 

4,000

-

3,950

50

-

-

4,000

-

-

4,000


 (1

  50/- = 4000 x 5/12 x 5/100 = 



 (2


  L/F    

2021  /

2021  /4

Ahmed's A/c .................................... Dr

     To Bills Payable A/c

 
Bills Payable A/c ............................. Dr

     To Cash A/c

  

4,000

-

4,000

-

-

4,000

-

4,000


 .III

 Endorsement 

32



 Back  'Endorsum'  Endorsement 
 'Endorser' 

 'Endorsee' 


(When Amount Recevied on Date)  (a

  
 -1

Endorsee / Creditor's A/c ................................................................ Dr
      To Bills Receivables A/c

 


Bills Receivable A/c ...................................................................... Dr
       To Endorser / Drawer's A/c A/c

 

 
 Endorsee 

3 
 2021  /   20,000/- 





  L/F    
 /

2021

2021  /4

Bills Receivables A/c ....................... Dr
     To Aleem's A/c

 
Haleem's A/c ................................... Dr
    To Bills Receivables A/c

  

20,000

-

20,000

-

-

20,000

-

20,000
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  L/F    
 /

2021

2021  /4

Hyder A/c ................................... Dr
     To Bills Payable A/c

 
Bills Payable A/c ........................... Dr
      To Cash A/c

  

20,000

-

20,000

-

-

20,000

-

20,000

(Endorsee) 

  L/F    
 /4

2021

2021  /4

Bills Receivables A/c ...................... Dr
     To Hyder's A/c

 
Cash A/c ......................................... Dr
    To Bills Receivables A/c

  

20,000

-

20,000

-

-

20,000

-

20,000

(When Endors Bills Discounted)  (b

4 
 2021   70,000 

 10%  / 



 /  / 









  L/F    

2021  /

2021  /

Bills Receivables A/c ....................... Dr
     To Mahmood A/c

 
Asif's A/c .................................... Dr
    To Bills Receivables A/c

  

70,000

-

70,000

-

-

70,000

-

70,000
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  L/F    
 /

2021

2021/4

Wadood's A/c ................... Dr
      To Bills Payable A/c

(  )
Bills Payable A/c ............... Dr
    To Cash A/c

  

70,000

-

70,000

-

-

70,000

-

70,000




  L/F    
 /

2021

2021  /

Bills Receivables A/c ........ Dr
      To Wadood's A/c

 
Bank A/c ........................... Dr
Discount A/c ..................... Dr
        To Bills Receivables A/c

  10%  

68,833

1,167

70,000

 1167   70,000 x 10/100 x 2/12 = 
When Bill Endorsed on Various Parties  (c

 /   20,000/-  5 
 2021




  L/F    
2021  /

2021  /

Bills Receivables A/c .................... Dr
    To Munawar's A/c 

 
Raheem's A/c ................................... Dr
   To Bills Payable A/c

  

20,000

-

20,000

-

-

20,000

-

20,000
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  L/F    

2021  /

2021/4

Naseer's A/c ......................... Dr
     To Bills Payable A/c

(  )

Bills Payable A/c ................... Dr

    To Cash A/c

(  )

20,000

-

20,000

-

-

20,000

-

20,000




  L/F    
2021  /

2021  /

Bills Receivable A/c .......... Dr
To Naseer's A/c


Sattar's A/c ....................... Dr
To Bills Receivables A/c



20,000

-

20,000

-

-

20,000

-

20,000




  L/F    
2021  /

2021/4

Bills Receivables A/c ........ Dr
To Raheem's A/c


Cash A/c ........................... Dr
To Bills Receivables A/c



20,000

-

20,000

-

-

20,000

-

20,000





Bills send to Bank for collection





 .IV
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  L/F    

1 Bills Sent to Bank for Collection

A/c ................... Dr

To Bills Receivables A/c







xxx

-

-

xxx


Bank A/c .................................. Dr

To Bills Sent to bank for collection A/c



xxx

-

-

xxx









  L/F    
Bills Payable A/c .............. Dr

To Cash A/c



xxx

-

-

xxx

6 
  20,000/-  2021  /22




 2021
 

 /16 



  L/F    
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2021  /22

2021  /22

2021
 

 /16

2021  /25

Shareef's A/c ................... Dr

To Sales A/c


Bills Receivables A/c ........ Dr

To Shareef's A/c


Bills Sent to bank for collection A/c.....Dr

To Bills Receivables A/c





Bank A/c ........................... Dr

To Bills sent to bank for collection A/c



20,000

-

20,000

-

20,000

-

20,000

-

-

20,000

-

20,000

-

20,000

-

20,000



  L/F    
2021  /22

2021  /22

2021  /25

Purchases A/c ................. Dr

To Sadat's A/c


Shadat's A/c ..................... Dr

To Bills Payable A/c


Bills Payable A/c ............... Dr

To Cash A/c



20,000

-

20,000

-

20,000

-

-

20.000

-

20.000

-

20.000

Bills Receivables Book  2.4
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(Bills Receivables Book)  (1


 


 


  


 



L/F    




   Journal Proper 



Bills Payable Book  2.5












 





 


L/F  













7 


  7,000/-  2020  /
  8,000/-  2020  /6

  12,000/-  2020  /8
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  4,000/-  2020  /12

  5,000/-  2020  /18

  6,000/-  2020  /20

  7,000/-  2  2020  /22

  9,000/-  2020  /28














 





 


L/F 
 






1

2

3

4

1-3-20

6-3-20

18-3-20

22-3-20

1

6

18

22






Self

Self


Self
















4-5-20

9-7-20

21-5-20

25-5-20

7,000

8,000

5,000

7,000

-

-

-

-

-

-

-

-










 





 


L/F  







1

2

3

4

8-3-20

12-3-20

20-3-20

28-3-20

































11-5-20

15-4-20

23-6-20

1-7-20

12,000

4,000

6,000

9,000

-

-

-

-

-

-

-

-

-

-

-

-

 .I

 
Purchases A/c ............ Dr

To A's A/c



B's A/c ........................ Dr

To Sales A/c



 BA .1

A's A/c ........................ Dr

To Bills Payable A/c



Bills Receivables A/c .. Dr

To B's A/c

 B 

 B .2

40



Bills Payable A/c ........ Dr

To Cash A/c



Cash A/c .................... Dr

To Bills Receivables A/c



 .3


Bank A/c .................... Dr

Discount A/c .............. Dr

To Bills Receivables A/c



 .4

Bills Payable A/c ........ Dr

To Cash A/c







Endorsee A/c ............. Dr

To Bills Payable A/c



 .5

Bills Payable A/c ........ Dr

To Cash A/c







Bills sent to bank for

collection A/c .............. Dr

To Bills Receivables A/c










 .6

Bills Payable A/c ........ Dr

To Cash A/c



Bank A/c .................... Dr

To Bills sent to bank for

collection A/c





Learning Out Comes  2.6




 Drawer 
 Bills Receivable  Drawee 

 Bills Payable 
 .I

41



 .II

 .III




 .IV

Terminal Questions  2.7

 (A

  _________  .1

  _________  .2

  __________  .3

  _________  .4

  _______  .5

 /   .6

 /   .7

 /   .8

 /  



 .9

 /  



 .10

 (B

 .1

 .2




 .3

 .4

 .5

 .6

 (C

 .1

  5,000/-  /16  .2



42



  10,000/-  .3


 (i

  9,800/-  (ii

 (iii




 (iv

  12,000/-  2020  (4

  3,000/-   4,000/-   5,000/-






  6,000/-  2020  .5

 5% 


  4,000/-  2020  / .6

 4% 


  8,000/-  .7

  7,800/- 
  8,100/-   50/-


 2020  /15   16,000/-  .8


 (i

 5%  (ii

 (iii




 (iv

  3,000/-   10,000/- 2020  /  .9

43



 5% 


 (i

  50/-  (ii

  15,000/-  2020  / .10

 6%  5% 
 2 

Suggested Readings  2.8

1. Advanced Accountancy - Shukla and Grewal

2. Advanced Accountancy - R. L. Gupta and Radhaswamy

3. Advanced Accountancy - Arulanandan

4. Accountancy - S. P. Jain and K. L. Narang

5. Advanced Accountancy - D. G. Sharma
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 3 
Dishonour and Renewal of Bills

Unit Structure 
Introduction  3.0

Objectives  3.1

Dishonour of Bills  3.2

Accounting Treatment in Cash of Dishonour of a Bill  3.3

Renewal of a Bill  3.4

Retiring a Bill Under Rebate  3.5

Learning Out Comes  3.6

Key Words  3.7

Terminal Questions  3.8

Suggested Readings  3.9
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Introduction  3.0











Objectives  3.1


 
 
 

 
 
 
 
 

 

Meaning and Definition  3.2
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Dishonour of Bill  3.3


 (1

 (2

 





 


 










 Protesting 





 'Protest' 







(Noting Charges) 
 





 3.4

Accounting Treatment in Case of Dishonour of a Bill


 (1

 (2

 (3




 (4




Drawee A/c ........................................................................... Dr

To Bills Receivable A/c
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Drawee A/c ........................................................................... Dr

To Bank A/c




Drawee A/c ........................................................................... Dr

To Endorsee A/c







Drawee A/c ........................................................................... Dr

To Bills sent to bank for collection A/c











Bills Payable A/c ........................................................................... Dr

To Drawer A/c


1 

  10,000/-  /11 
 2021  /15 

  50/- 


  L/F    

48



2021  /11

2021  /11

2021  /15

2021/14

Rasheed's A/c .................. Dr

To Sales A/c


Bills Receivables A/c ........ Dr

To Rasheed's A/c


Sameer's A/c .................... Dr

To Bills Receivables A/c


Rasheed's A/c .................. Dr

To Sameer's A/c


Sameer's A/c .................... Dr

To Cash A/c



10,000

-

10,000

-

10,000

-

10,000

-

10,000

-

-

10,000

-

10,000

-

10,000

-

10,000

-

10,000


  L/F    

2021  /11

2021  /11

2021/14

Purchases A/c .................. Dr

To Sajid's A/c


Sajid's A/c ........................ Dr

To Bills Payable A/c


Bills Payable A/c ............... Dr

Nothing Charges A/c ........ Dr

To Sajid's A/c




10,000

-

10,000

-

10,000

50

-

10,000

-

10,000

-

10,050
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  L/F    

2021  /14

2021/14

2021/14

Bills Receivables A/c ........ Dr

To Sajid's A/c


Sajid's A/c ........................ Dr

To Bills Receivables A/c

To Cash A/c


Cash A/c .......................... Dr

To Sajid's A/c



10,000

-

10,050

-

-

10,050

-

-

10,000

-

10,000

50

-

10,050

2 
 /10  2021  /5   9,000/- 

  100/- 


  L/F    

2021  /5

2021  /10

2021  /18

Kaleem's A/c .................... Dr

To Sales A/c


Bills Receivables A/c ........ Dr

To Kaleem's A/c


Kaleem's A/c .................... Dr

To Bills Receivables A/c

To Cash A/c




9,000

-

9,000

-

9,100

-

-

9,000

-

9,000

-

9,000

100

50




  L/F   22

2021  /5

2021  /10

2021  /18

Purchases A/c .................. Dr

To Saleem's A/c


Saleem's A/c .................... Dr

To Bills Payable A/c


Bills Payable A/c ............... Dr

Noting Charges A/c .......... Dr

To Saleem's A/c




9,000

-

9,000

-

9,000

100

-

9,000

-

9,000

-

-

9,100

 (2

3 
 5%  /   6,000/-  2020  /




  L/F    
2020  /

2020  /

2020  /4

Bills Receivables A/c ........ Dr

To Akhil's A/c


Bank A/c ........................... Dr

Discount A/c ..................... Dr

To Bills Receivables


Akhil's A/c ......................... Dr

To Bank A/c



6,000

-

5,950

50

-

6,000

-

-

6,000

-

-

6,000

-

6,000

51




  L/F    

2020  /

2020  /4

Kamil's A/c ....................... Dr

To Bills Payables A/c


Bills Payable A/c ............... Dr

To Kamil's A/c



6,000

-

6,000

-

-

6,000

-

6,000




 (3

4 
 3   10,000/-  2020/3









  L/F    
2020/3

2020/3

2020/3

2020  /7

Aquib's A/c ...................... Dr

To Sales A/c


Bills Receivables A/c ....... Dr

To Aquib's A/c


Bills sent to bank for coll. A/c ... Dr

To Bills Receivables A/c






Aquib's A/c ....................... Dr

To Bills sent to bank for coll. A/c



10,000

-

10,000

-

10,000

-

10,000

-

-

10,000

-

10,000

-

10,000

-

10,000
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  L/F    

2020/3

2020/3

2020  /7

Purchases A/c .................. Dr

To Atif's A/c


Atif's A/c ........................... Dr

To Bills Payable A/c


Bills Payable A/c ............... Dr

To Atif's A/c



10,000

-

10,000

-

10,000

-

-

10,000

-

10,000

-

10,000

 - 2

   

Purchases A/c ............ Dr

To A's A/c



B's A/c ....................... Dr

To Sales A/c



 'B '  'A '


1

A's A/c ........................ Dr

To Bills Payable A/c



Bills Receivables A/c .. Dr

To B's A/c

 'B'

 'B' 'A'


2

Bills Payable A/c ........ Dr

To A's A/c


Bills Payable A/c ........ Dr

Noting Charges A/c .... Dr

To A's A/c




B's A/c ....................... Dr

To Bills Receivables A/c


B's A/c ....................... Dr

To Bills Receivables A/c

To Cash A/c




 (a)



 (b)



3
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Bills Payable A/c ........ Dr

To A's A/c


Bills Payable A/c ........ Dr

Noting Charges A/c .... Dr

To A's A/c




B's A/c ........................ Dr

To Bank A/c







 (a)



 (b)



4

Bills Payable A/c ........... Dr

To A's A/c


Bills Payable A/c ........... Dr

Nothing Charges A/c .... Dr

To A's A/c




B's A/c .......................... Dr

To C's A/c

 'C'






 'C'  (a)



 'C' (b)



5

Bills Payable A/c ........... Dr

To A's A/c


Bills Payable A/c ........... Dr

Noting Charges A/c ...... Dr

To A's A/c




B's A/c .......................... Dr

To Bills sent to bank for coll. A/c


B's A/c ........................... Dr

To Bills sent to bank for coll. A/c 

To Bank A/c







 (a)



 (b)



6

Renewal of a Bill  3.4



54












 (1


 (2


 (Steps on Renewal of a Bill) 

 (i

 (ii

 (iii

 (iv

(Foreign Bills) 
 Foreign Bill 













(Documantary Bills) 





Insolvency of Drawee  / 


 Endorsee 

 Final Divedand 
 Deficiency  

 Bad debts 
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Bank A/c ....................................................................................... Dr

Baddebts A/c ............................................................................... Dr

To Drawee's A/c



Drawer's A/c ................................................................................... Dr

To Bank A/c

To Deficiency A/c





  L/F    

1

2

3

4

Drawee's A/c .................... Dr

To Bills Receivables A/c


Drawee's A/c .................... Dr

To Interest A/c




Cash A/c ........................... Dr

To Drawee's A/c


Bills Receivables A/c ........ Dr

To Drawee's A/c



xxx

-

xxx

-

xxx

-

xxx

-

-

xxx

-

xxx

-

xxx

-

xxx

56




  L/F    

1

2

3

4

Bills Payable A/c ............... Dr

To Drawer's A/c


(a) Interest A/c .................. Dr

      To Drawer's A/c


(b) 
Interest A/c ....................... Dr

To Cash A/c




Drawer's A/c .................... Dr

To Cash A/c


Drawer's A/c ..................... Dr

To Bills Payable A/c



xxx

-

xxx

-

xxx

-

xxx

-

xxx

-

-

xxx

-

xxx

-

xxx

-

xxx

-

xxx

5 
 2020   6,000/- 


  300/- 



  L/F    
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2020  /

2020  /4

2020  /4

2020  /4

Bills Receivables A/c ........ Dr
To Javeed's A/c


Javeed's A/c ..................... Dr
To Bills Receivables A/c


Javeed's A/c
To Interest A/c


Bills Receivables A/c ........ Dr
To Javeed's A/c



6,000
-

6,000
-

300
-

6,300
-

-
6,000

-
6,000

-
300

-
6,300


  L/F    

2020  /

2020  /4

2020  /4

2020  /4

Babu's A/c ........................ Dr

To Bills Payable A/c


Bills Payable A/c ............... Dr

To Babu's A/c


Interest A/c ....................... Dr

To Babu's A/c


Babu's A/c ........................ Dr

To Bills Payable A/c



6,000

-

6,000

-

300

-

6,300

-

-

6,000

-

6,000

-

300

-

6,300

6 
  10,000/- 

  3,000/- 
  200/- 
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  L/F    

1

2

3

4

5

6

7

Kazim's A/c ....................... Dr

    To Sales A/c


Bills Receivables A/c ........ Dr

    To Kazim's A/c


Kazim's A/c ....................... Dr

    To Bills Receivables A/c


Cash A/c ........................... Dr

    To Kazim's A/c


Kazim's A/c ....................... Dr

    To Interest A/c


Bills Receivables A/c ........ Dr

    To Kazim's A/c


Cash A/c ..................... Dr

     To Bills Receivables A/c



10,000

-

10,000

-

3,000

-

10,000

-

200

-

7,200

-

7,200

-

-

10,000

-

10,000

-

3,000

-

10,000

-

200

-

7,200

-

7,200


  L/F    

59



1

2

3

4

5

6

7

Purchases A/c .................. Dr

To Azib's A/c


Azib's A/c .......................... Dr

To Bills Payable A/c


Bills Payable A/c ............... Dr

To Azib's A/c


Azib's A/c .......................... Dr

To Cash A/c


Interest A/c ....................... Dr

To Azib's A/c


Azib's A/c .......................... Dr

To Bills Payable A/c


Bills Payable A/c ............... Dr

To Cash A/c



10,000

-

10,000

-

3,000

-

200

-

7,200

-

10,000

-

7,200

-

-

10,000

-

10,000

-

3,000

-

200

-

7,200

-

10,000

-

7,200

Retiring a Bill Under Rebate  3.5






 (1

 (2
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 (3


(Accounting Treatment on Retiring of a Bill) 


 (1

Cash A/c .............................................................................. Dr  xxx
Rebate on Bills A/c ............................................................ Dr    xxx
     To Bills Receivables A/c                                                                    xxx


 (2

Bills Payable A/c ................................................................. Dr  xxx
    To Cash A/c ........................................................................ Dr  xxx
     To Rebate on Bills A/c                                                                         xxx


7 

 4  10%   9,000/-  2020  /
 12%  2020  /4 




  L/F    
2020  /

2020  /

2020  /4

Vali's A/c ........................... Dr
    To Sales A/c

 10%

Bills Receivables A/c ........ Dr
      To Vali's A/c


Cash A/c .......................... Dr
Rebate on Bills A/c .......... Dr
      To Bills Receivables A/c




8,100
-

8,100
-

7,938
162

-
8,100

-
8,100

-

8,100
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  900 = 9000 x 10/00 =  

  8,100 = 9000 - 900 = 
  162 = 8100 x 15/100 x 2/12 = 

  7,938 = 8100 - 162 = 


  L/F    
2020  /

2020  /

2020  /4

Purchases A/c .................. Dr

To Waseem's A/c


Waseem's A/c .................. Dr

To Bills Payable A/c


Bills Payable A/c ............... Dr

To Cash A/c

To rebate on Bills A/c




8,100

-

8,100

-

8,100

-

8,100

-

8,100

-

7,938

162

 8 
 2021  /   20,000/- 
 10%  2020  /4 




  L/F    

62



2021  /

2021  /

2021  /4

Basith's A/c ....................... Dr

To Sales A/c


Bills Receivables A/c ........ Dr

to Basith's A/c


Bank / Cash A/c ............... Dr

Rebate on Bills A/c ........... Dr

To Bills Receivables A/c



20,000

-

20,000

-

19,500

500

-

20,000

-

20,000

-

-

20,000

  500/- = 2000 x 10/100 x 3/12 = 


  L/F    

2021  /

2021  /

2021  /4

Purchases A/c .................. Dr

To Asif's A/c


Asif's A/c ........................... Dr

To Bills Payables A/c


Bills Payables A/c ............. Dr

To Cash / Bank A/c

To Rebate on Bills A/c




20,000

-

20,000

-

20,000

-

20,000

-

20,000

-

19,500

500

9 
  9,000/-  2021  /

 8%  2021  /4 
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  L/F    

2021  /

2021  /

2021  /4

Arif's A/c ........................... Dr

To Sales A/c


Bills Receivables A/c ........ Dr

To Arif's A/c


Cash / Bank A/c ............... Dr

Rebate on Bills A/c ........... Dr

To Bills Receivables A/c



9,000

-

9,000

-

8,820

180

-

-

9,000

-

9,000

-

-

9,000

  180/- = 9000 x 8/100 x 3/12 = 


  L/F    

2021  /

2021  /

2021  /4

Purchases A/c .................. Dr

To Sajid's A/c


Sajid's A/c ........................ Dr

To Bills Payable A/c


Bills Payable A/c ............... Dr

To Bank A/c

To Rebate on Bills A/c



9,000

-

9,000

-

9,000

-

9,000

-

9,000

-

8,820

180

10 
  10,000/-  2020  /

  2,000/- 
 5% 

 0.40 
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  L/F    

2020  /

2020  /

2020  /4

2020  /4

2020  /4

2020  /4

2020  /7

2020  /7

Ghouse's A/c .................... Dr

To Sales A/c


Bills Receivables A/c ........ Dr

To Ghouse's A/c


Ghouse's A/c .................... Dr

To Bills Receivables A/c


Cash / Bank A/c ............... Dr

To Ghouse's A/c


Ghouse's A/c .................... Dr

To Interest A/c


Bills Receivables A/c ........ Dr

To Ghouse's A/c


Ghouse's A/c .................... Dr

To Bills Receivables A/c


Cash / Bank A/c ............... Dr

Baddebts A/c ................... Dr

To Ghouse's A/c

 0.40 
0.40 x 8133 = 

10,000

-

10,000

-

10,000

-

2,000

-

133

-

8,133

-

8,133

-

3,253

4,880

-

-

10,000

-

10,000

-

10,000

-

2,000

-

133

-

8,133

-

8,133

-

-

8,133
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  L/F    

2020  /

2020  /

2020  /4

2020  /4

2020  /4

2020  /4

2020  /7

2020  /7

Purchases A/c .................. Dr

To Siraj's A/c


Siraj's A/c ......................... Dr

To Bills Payable A/c


Bills Payable A/c ............... Dr

To Siraj's A/c


Siraj's A/c ......................... Dr

To Cash A/c


Interest A/c ....................... Dr

To Siraj's A/c


Siraj's A/c ......................... Dr

To Bills Payable A/c


Bills Payable A/c ................ Dr

To Siraj's A/c


Siraj's A/c ......................... Dr

To Cash / Bank A/c

To Deficiency A/c


 0.40 





10,000

-

10,000

-

10,000

-

2,000

-

133

-

8,133

-

8,133

-

8,133

-

10,000

-

10,000

-

10,000

-

2,000

-

133

-

8,133

-

8,133

-

3,253

4,880

Learning Out Comes  3.6
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 Protesting


 (Renewal of Bill) 









Foreign Bill  (Foreign Bill) 








 Endorsee 
 Final Dividend 

Key Words  3.7

  Dishonour of Bill  (1


  Renewal of Bill  (2



   (3


   (4


  Noting Charges  (5
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Terminal Questions  3.8

 (A

  ________  .1

  ________ .2

  __________  .3

  ______  .4

  ________  .5

 /   .6

 /   .7

 /   .8

 /   .9

 /   .10

 (B

 .1

 .2

 .3

 .4

 .5

 .6

 (C

 .1

 .2

3,000/-   16,000/-2021  /  .3

 5%  
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 (a

  100/-  (b

  10,000/-  2021  / .4

 5% 
 5%

  12,000/-  2020/ .5


 (a

 9%  2020  /  (b


 (c




 (d

 2021  /   18,000/-  (6

 8%  2021  /10



Suggested Readings  3.9

1. Advanced Accountancy - Shukla and Grewal

2. Advanced Accountancy - R. L. Gupta and Radhaswamy

3. Advanced Accountancy - Arulanadaru

4. Accountancy - S. P. Jeria and K. L Natcong

5.      Advanced Accounting - D. G. Sharma.
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 4 
Accommodation Bills

Unit Structure 
Introduction  4.0

Objectives  4.1

Meaning, Definition and Nature of Accommodation Bills  4.2

Need  4.3

Features  4.4

Differance between Trade and Accommodation Bills  4.5

Accommodation Bills - Accounting Treatment  -  4.6

Learning Out Comes  4.7

Key Words  4.8

Terminal Questions  4.9

Suggested Readings  4.10
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Introduction  4.0










Objectives  4.1


 
 
 
 
 

 4.2

Meaning, Definition and Nature of Accommodation Bills






 (Trade Bills) 
 Kite Bills 

 KitingKite Flying  Kite 
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 (Drawer) 






Need  4.3










Features  4.4


 (1

 (2

 (3

 (4


 (5

 4.5

Difference between Trade and Accommodation Bills

 
 /  /  .1  .1

72



 .2

 .3

 .4

 .5

 .6


 .7



 .8

 .9


 .10

 .11

 .12



 .2

 .3


 .4

 .5

 .6

 .7






 .8

 .9


 .10

 .11

 .12

Accommodation Bills - Accounting Bills  -  4.6





 (1

 (2

 (3

 (1
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 (2





 (3





1 
5%   46,000/-  /

 2 



  L/F    
 /

 /

 /4

Bills Receivables A/c ........ Dr

To Aslam's A/c


Cash A/c ........................... Dr

Discount A/c ..................... Dr

To Bills Receivables A/c


Aslam's A/c ...................... Dr

To Cash A/c



46,000

-

43,700

2,300

-

46,000

-

-

46,000

-

-

46,000

-

46,000
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  L/F    
 /

 /4

 /4

Basheer's A/c ................... Dr

To Bills Payable


Cash A/c .......................... Dr

To Basheer's A/c


Bills Payable A/c ............... Dr

to Cash A/c



46,000

-

46,000

-

46,000

-

-

46,000

-

46,000

-

46,000

2 
  27,000/-  2020  /

 4% 



  L/F    

2020  /

2020  /

2020  /

2020  /4

Bills Receivables A/c ........ Dr

To Gouhar's A/c


Cash A/c ........................... Dr

Discount A/c ..................... Dr

To Bills Receivables A/c


Gouhar's A/c .................... Dr

To Cash A/c

To Discount A/c

 1/3 
Gouhar's A/c ..................... Dr

To Cash A/c

 2/3 

27,000

-

26,640

360

-

9,000

-

-

18,000

-

-

27,000

-

-

27,000

-

8,880

120

-

18,000
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  L/F    

2020  /

2020  /

2020  /4

2020  /4

Abdul Raheems's A/c ...... Dr

To Bills Payable A/c


Cash A/c ........................... Dr

Discount A/c ..................... Dr

To Abdul Raheem's A/c

 1/3 
Cash A/c ........................... Dr

To Abdul Raheem's A/c

 2/3 
Bills Payables A/c ............. Dr

To Cash A/c



27,000

-

8,880

120

-

18,000

-

27,000

-

-

27,000

-

-

9,000

-

18,000

-

27,000

26640 = 27000 - 360  360/- = 90 x 4/100 x 4/12 =  (i 
 120 = 360 x 1/3 =  8880/-=26640x1/3=  (ii

3 
  10,000/- 

 10%   10,000/- 



  L/F    

 / Bills Receivables A/c ........ Dr
To Baseer's A/c



10,000 -

76



 /

 

 /4

Baseer's A/c ..................... Dr

To Bills Payables


Cash A/c ........................... Dr

Discount A/c .................... Dr

To Bills Receivables A/c


Bills Payable A/c ............... Dr

To Cash A/c



10,000

-

9,667

333

-

10,000

-

10,000

-

-

10,000

-

10,000


  L/F    

 /

 /

 /

 

 /4

Aquib's A/c ....................... Dr

To Bills Payables A/c


Bills Receivables A/c ........ Dr

To Aquib's A/c


Cash A/c ........................... Dr

Discount A/c ..................... Dr

To Bills Receivables A/c


Bills Payable's A/c ............ Dr

To Cash A/c


10,000

-

10,000

-

9,667

333

-

10,000

-

-

10,000

-

10,000

-

-

10,000

-

10,000

 333/- = 10,000 x 1/10 x 4/12 = 

4 
  20,000/- 

 5%  /
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  L/F    
 /

 /

 /4

Bills Receivables A/c ........ Dr

To Khizar's A/c


Bank A/c ........................... Dr

Discount A/c ..................... Dr

To Bills Receivables A/c


Khizar's A/c ...................... Dr

To Bank A/c



20,000

-

19,750

250

-

20,000

-

-

20,000

-

-

20,000

-

20,000

  250/- = 20,000 x 5/100 x 1/4 =  


  L/F    
 /

 /4

 /4

Talib's A/c ........................ Dr

To Bills Payable A/c


Bank A/c ........................... Dr

To Talib's A/c


Bills Payable A/c .............. Dr

To Bank A/c



20,000

-

20,000

-

20,000

-

-

20,000

-

20,000

-

20,000

5 
  4,000/-  2021 

  4,000/- 
 5% 
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  L/F    

2021  /

2021  /

2021  /

2021  /4

Hakeem's A/c ................... Dr

To Bills Payable A/c


Bills Receivables A/c ........ Dr

To Hakeem's A/c


Bank A/c ........................... Dr

Discount A/c ..................... Dr

To Bills Receivables A/c


Bills Payable A/c ............... Dr

To Bank A/c



4,000

-

4,000

-

3,967

33

-

4,000

-

-

4,000

-

4,000

-

-

4,000

-

4,000

  33/- = 4,000 x 5/100 x 1/6 =  (i) 
  3,967/- = 4,000 - 33 =  (ii)


  L/F    

2021  /

2021  /

2021  /

2021  /4

Bills Receivable's A/c ....... Dr

To Azeem's A/c


Azeem's A/c ..................... Dr

To Bills Payable A/c


Bank A/c ........................... Dr

Discount A/c ..................... Dr

To Bills Receivables A/c


Bills Payable A/c ............... Dr

To Bank A/c



4,000

-

4,000

-

3,967

33

-

4,000

-

-

4,000

-

4,000

-

-

4,000

-

4,000
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  33/- = 4,000 x 5/100 x 2/12 =  (i) 
  3,937/- = 4,000 - 33 =  (ii)

6 
 2021 


 6%   18,000/- 




  L/F    
2021 



 /

2021 



 /

2021 



 /

2021  /4

Bills Receivables A/c ....... Dr

To Nayeem's A/c


Nayeem's A/c ................... Dr

To Bills Payable A/c


Bank A/c ........................... Dr

Discount A/c .................... Dr

To Bills Receivables A/c


Bills Payable A/c ............... Dr

To Bank A/c



18,000

-

18,000

-

17,820

180

-

18,000

-

-

18,000

-

18,000

-

-

18,000

-

18,000

  180/- = 18,000 x 6/100 x 2/12 =  (i) 
  17,820/- = 18,000 - 180 =  (ii)


  L/F    
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2021 



 /

2021 



 /

2021  /4

Bills Receivable A/c .......... Dr

To Saleem's A/c


Saleem's A/c .................... Dr

To Bills Payable A/c


Bills Payable A/c ............... Dr

To Bank A/c



18,000

-

18,000

-

18,000

-

-

18,000

-

18,000

-

18,000

  180/- = 18,000 x 8/100 x 2/12 =  (i) 
  17,820 = 18,000 - 180 =  (ii)

Learning Out Comes  4.7








 Kite Bills 








Key Words  4.8




  Trade Bills  .1
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   Accommodation Bill  .2




 Kite Bills   Kite Bills .3

 Kiting   Kiting .4

Terminal Questions  4.9

 (A

  _____________  .1

  ________  .2

  _________  .3

Kite Bills  ________  .4

Kiting  _______  .5

 /   .6

 /   .7

 /   .8

 /   .9

 /   .10

 (B

 .1

 Kiting .2

 .3

 .4

 .5

 (C

 .1

 .2
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 .3

  10,000/-  / .4




  21,000/-  2021  / .5

 5% 


  15,000/-  /  .6

 5%   15,000/- 


  18,000/-  1-1-2021 .7

 4% 


  16,000/-2021  /  .8

 1/3  5% 


  12,000/-  .9

 1/3  2021  /
 3% 

 1-1-2021   16,000/-  .10

 6% 



Suggested Readings  4.10

1. Advanced Accountancy - Shukla and Grewal

2. Advanced Accountancy - R. L. Gupta and Radhaswamy

3. Advanced Accountancy - Arulanadaru

4. Accountancy - S. P. Jeria and K. L Natcong

5.       Advanced Accounting - D. G. Sharma.
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Consignment Account   II 

   Consignment  -5 
    Consignment Accounts  -6 

  Invoice Price  -7 
Normal & Abnormal Loss   -8 
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 5 
Consingment

Unit Structure 
Importance  5.0

Objectives  5.1

Meaning and Definitions  5.2

Nature  5.3

Importance and Application  5.4

Features  5.5

Parties in Consignment  5.6

Remuneration of Agent  5.7

Proforma Invoice  5.8

Account Sale  5.9

Preparation of Account Sale  5.10

Differences between Consignment and Sale  5.11

Learning Out Comes  5.12

Key Words  5.13

Terminal Questions  5.14

Reference Books  5.15
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Introduction  5.0









































Objectives  5.1


 

 
 

 
 

 
 

 
 

 

Meaning and Definition  5.2


 (Consingment) 











 "To Send"  "Consigner"  "Consing"


 

86




 
 

 
 
 

 Consignment
























 Consignment Shop

 Consignment 
 Consignment 


Nature of Consignment  5.3










87



Importance and Its Application  5.4

 (Consingment) 




 (Whole Seller) 





 .1

 .2

 .3

 .4

 .5


 .6


 .7

 .8

 .9

 .10

 .11

 .12

Application 
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 .1






 




 .2






 100 






Features/Characterstics  5.5


 .1

 (Consignor)  .2

 (Consignee)  (Consignor)  .3

 (Consignee)  (Consignor)  .4

 .5


 (Consignor)  .6
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 .7

 (Consigner)  .8

 (Consignee)  .9

 (Consignor)  .10


 Advantages of Consignment 


 .1

 .2

 .3

 .4

 .5

 Disadvantages of Consignment 
 .1


 .2

 .3

 .4

 .5

 Parties of Consignment  5.6


 (Consignor or Principal)  .1


 (Agents)  (Consignee) 
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 (Consignee or Agent)  .2

 Agent 
 (Consignee)





Agent's Remuneration  5.7

 (Agent) 



(Ordinary Commission)  .1







(Special Commission)  .2





 




(Delcredere Commission)  .3
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 Delcredere Commission 






Proforma Invoice  
 5.8

 


 




 



 






 


 .1

 .2

 .3

 
 .4

 .5


 

 .6


 

 .7

(Proforma of Proforma Invoice)  
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 Proforma Invoice Under GST Law    
     

Company Name and Address                              Invoice No.
GSTIN                                                                  Invoice Date
                                                                             Bankers Details

Billing Address                                                     Shipping Address
Customer Name and Address
GSTIN
________

    S.No. Product Quantity Rate Profit Dist Gross Total CGST SGST


 100   2,000  2021 

  2,000   4,000   2,000 


SHAAN TRADERS
From Invoice To Naveed A.B. Road
For Goods Sent on Consignment Delhi
Gachibowli, Hyderabad

S.No. Particulars Amount

1 100 Radios @ 2,000
Charges
Packing Charges         2,000
Frieght                         4,000
Insurance                     2,000
Total

2,00,000

8,000
2,08,000

5-5-2021  786786 RR 



Account Sale  5.9
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1-1-2020

( -- )

( -- )

Sale of 80N @ 200
Profit
Advertisement
Wages
Rent
Commission 10% (1,60,000x10%)

Advance ____
Balance Remitted Through Online

2,000
5,000
5,000
2,000

16,000

1,60,000

30,000
1,30,000

50,000
80,000

Preparation of Account Sale   5.10








 .1

 .2

 .3

 .4

 .5

Difference between Consignment and Sale  5.11


Sale  Consingment 

 .1  .1
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 .2


 .3

 .4


 .5

 .6


 .7



 .2


 .3

 .4


 .5

 .6


 .7

Learning Out Comes  5.12










Key Words  5.13

  (Consignor) 
  (Consignee) 
  (Consignment) 

  (Remuneration) 
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  (Delcredre Commission) 
  (Proforma Invoice) 


Terminal Questions  5.14

 .A

 ___________ Consignment  .1

 __________  ___________  .2

 _________  .3

 ______________-  .4

 ___________  .5

 .B

 .1

 .2

 .3

 .4

 .5

 .C

 .6

 .7

 .8

 .9

 .10

Reference Books  5.15

1. Advanced Accountancy - Shukla and Grewal

2. Advanced Accountancy - R. L. Gupta and Radhaswamy

3. Advanced Accountancy - Arulanadaru

4. Accountancy - S. P. Jeria and K. L Natcong

5.       Advanced Accounting - D. G. Sharma.
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 6 
(Consignment Account)

Unit Structure 
Introduction  6.0

Objectives  6.1

Meaning and Definition   6.2

Importance  6.3

Delcredere Commission  6.4

Journal Entries  6.4.1

Proforma of Consingment Account  6.4.2

Excercises  6.5

Learning Out Comes  6.6

Key Words  6.7

Terminal Questions  6.8

Reference Book  6.9
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Introduction  6.0











Objective  6.1


 
 
 
 
 
 
 

Meaning and Definitions  6.2
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Importance  6.3








Expansion of Business  1






Increase in Sales  2




Increase Employbility  3











Increase Government Revenue  4
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Decrease imbalance Development  5




Delcredere  Commision  6.4
























 1.

 2.

 3.
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 4.

 5.

 (Consignor) 
Journal Entries in the books of Consignor

  L/F Debit  Credit

1. 
Goods sent on consignment Account---------Dr

Consignment Account

(  x   
xxx

---

---

xxx

2. 
Expenses Paid by Consignor
Consignment Account_____________________Dr
        To Bank or Cash Account

                             

xxx

---

---

xxx

3. 
Cash or Bank Account---------------------------------Dr
         To Consignee Account

(  x 
xxx xxx

4. 
Bill Receivable Account--------------------------------Dr
         To Consignee Account

     )

xxx

---

---

xxx

5. 
Bill Discounted with the bank
Cash account----------------------------------------------Dr
DiscountAccount------------------------------------------Dr
        To Bill Receivable Account

(  )

xxx

xxx

---

---

---

xxx
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6. 
Expanses paid by consignee:
Cosignment Account----------------------------------Dr
        To Consignee Account



xxx

---

---

xxx

7. 
When goods sold by consignee:
Consignee Account-------------------------------------Dr
        To Consignment Account

  

xxx

---

---

xxx

8. 
Consignment Account-----------------------------------Dr
       To Consignee Account

  
xxx

---

---

xxx

9.  
Cash Account------------------------------------------Dr
        To Consignee Account

( 

xxx

---

---

xxx

10.   (  ) 
Consignment Stock Account---------------------------Dr
         To Consignment Account

(  )

xxx

---

---

xxx

11. 
Consignment Account-----------------------------------Dr
        To Profit and loss Account

(  

xxx

---

---

xxx

12. 
Profit and loss Account---------------------------------Dr
         To Consignment Account

   

xxx

---

---

xxx


 1.
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 2.











Performa of Consignment Acount 

Particulars L/F Amount Particulars L/F Amount

To Goods sent on consignment

A/c

xxx By consignee (Sale) xxx

To cash (expenses paid by

consignor)

xxx By consignment stock

(closing stock)

xxx

To consignee (expanses paid by

consignee)

To consignee (Commission) By profit and loss (Loss) xxx

To profit and loss (Profit) xxx

xxx xxx






Consignee Account  
 L/F   L/F 
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To Consignment (Sale) xxx By Bank (Advance) xxx

By Bills Receivable

(Advance)

xxx

By Consignment

(Expences)

xxx

By

Consignment(Commission)

xxx

 By Balanced c/d xxx

xxx xxx

Journal Entries in the Books of Consignee  
  




Consignor's Account

Particulars Amount Particulars Amount

To Cash (Advance)
To Cash (Consignment
Expanses)
To Commission

xxx
xxx

xxx

By Bank (Sale)
By Bank (Balance Remitted)

xxx
xxx

xxx xxx


 Jounral Entries in the books of consignee  

Date Particulars L/F Debit Credit

1


When Advance Paid to consignor
Consignor Account---------------------------------------Dr
        To Cash/Bank Account

(Being  

xxx




xxx
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2


When Advance Bill Paid to consigner

Consignor Account---------------------------------------Dr

         To Bills Payable Account

(Being                                )

xxx




xxx

3


When Expenses paid by consignee

Consignment Account-----------------------------------Dr

        To Cash or Bank Account

(Being 

xxx




xxx

4


Cash or Bank Account-----------------------------------Dr

         To Consignment Account

(Being 

xxx xxx

5


Debtors Account------------------------------------------Dr

         To Consignment Account

(Being 

xxx




xxx

Parctical Question  6.5

 50  12000  2017   
 2,00,000  5000 

 15000  5000  5000 
 10% 

Consignment Account
Particulars Amount Particulars Amount
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To Goods sent on Consignment
(12,000 x 50)

To Cash(Expenses)
To Consignee(Expenses)
To Consignee(Commission)
(7,50,000 x 10%)
To Profit and Loss(Profit)

(7,50,000-6,90,000)

6,00,000

5,000
10,000
75,000

60,000

By Consignee (Sale)
(15000 x 50)

7,50,000

7,50,000 7,50,000

Consignment Account
Particulars Amount Particulars Amount

To Consignment A/c 

(Sales)

7,50,000 By Cash(Advance)

By Consignment(expenses)

By  Consignment(Commission)

By Balance C/d

7,50,000-2,85,000

(Paid to consignee)

2,00,000

10,000

75,000

4,65,000

7,50,000 7,50,000

Journal Entries in the books of Consignor   
Date Particulars L/F Debit Credit

Jan-2017

1


Consignment Account--------------------------------------Dr
           To Goods sent on consignement

 50  12000 
(Being                                                                  

6,00,000

-----

---

6,00,000

2


Consignment Account--------------------------------------Dr
          To Cash a/c

(Being            

5000

--- 5000
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3


Cash Account------------------------------------------------Dr
           To consignee Account

(Being                                         

2,00,000

---

----

2,00,000

4

 (  ) 
CosignmentAccount----------------------------------------Dr
          To consignee Account

 5000  5000 
(Being  

10,000

--- 10,000

5 
Consignee Account-----------------------------------------Dr
          To Consignment Account

(Being       5000 

7,50,000

---

---

7,50,000

6


Consignment Account--------------------------------------Dr
           To Consignee Account

(Being                                 10% 

75,000

--- 75,000

7


Consignment Account--------------------------------------Dr
           To Profit and Loss Account

(Being                  
60,000

--- 60,000

8


Cash Account------------------------------------------------Dr
           To Consignment Account

(Being            

4,65,000

--- 4,65,000


Practical Question on Closing Stock and Commission on Sale

2: 
50  22,000  2011 
30,000  1000  500 

 5%  10%  10  40 
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 5 0 0 0  1 0 , 0 0 0 
 3,00,000

 50 
 = 10   = 40 

 10 
2,20,000   (10 x 22,000)  10 

5,000   (10 x 500)  10 

10,000  (10 x 1000)  
2,35,000  10 

Consignment Account
Dr.     Cr.

Particulars Amount Particulars Amount

To Goods sent on consignment
(22,000 x 50)
To Cash (Expenses) (1500x50)
To Consignee Expenses
(10,000 + 5000)
To Consignee Commission
(12,00,000 x 15%)
To Profit and Loss

11,00,000

75,000
15,000

1,80,000

65,000

By Consignee (Sale)
(40 x 30,000)
By  Consignment
Stock

12,00,000

2,35,000

14,35,000 14,35,000

Consigneet Account
Particulars Amount Particulars Amount

To Consignment (Sale) 12,00,000 By Cash (Advance)
By Consignment (Expenses)
By Consignment (Commission)
By Bank (Cash Remitted)

3,00,000
15,000

1,80,000
7,05,000

12,00,000 12,00,000

 5%  10% 
12,00,000 X 15% = 1,80,000 
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Consignment Account--------------------------------------Dr
           To Goods sent on Consignment Account

 50  22000 
  

11,00,000
---

---
11,00,000


Consignment Account--------------------------------------Dr
          To Cash Account

  1000  500  

75,000
---

---
75,000


Cash Account-------------------------------------------------Dr
          To Consignee Account

( 

3,00,000
---

---

3,00,000


ConsignmentAccount----------------------------------------Dr
           To Consignee Account

  5000  1000 

15,000
---

---

15,000


Consignee Account------------------------------------------Dr
          To Consignment Account

  40  30,000 
  10 

12,00,000
---

---
12,00,000


Consignment Account-----------------------------------------------Dr
         To Consigneet Account                                     

(  15%  
1,80,000

-----
-----

1,80,000

Consignment Stock Account---------------------------------------Dr
         To Consignment Account 

(  10)

2,35,000
-----

-----
2,35,000
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Consignment Account-----------------------------------------------Dr
          To Profit and Lon Account 

(Being            

65,000
-----

-----
65,000


Cash Account----------------------------------------------------------Dr
          To Consignee Account 

 (Being                                               

6,45,000
-----

-----
6,45,000

  Learning Outcomes  6.6
















 (Consignee) 

Keywords   6.7

  Delcredere Commission 



   Normal Commission  
  Consignee 

  Consignor 
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  Terminal Questions  6.8

 .1

 .2

 .3

 .4

 10%   100,000 .5


 .1

 .2

 .3

 .4

 .5


1 

 50  9000  2020 
 1000  100 

 1500  10,000  1000 
 10%  10  1400  40  1300


 2 

 25  5000 
 3000  5000  5000  2000 

8500  20  7500  1000  5000 
 5%  5 
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 3 
 100  1000 

 20000  2000  50  
50  1350   5000  2000   1000 

10%  1400  25  1300 


Reference Books  6.9

1. Advanced Accountancy - Shukla and Grewal

2. Advanced Accountancy - R. L. Gupta and Radhaswamy

3. Advanced Accountancy - Arulanadaru

4. Accountancy - S. P. Jain and K. L Narang

5.       Advanced Accounting - D. G. Sharma.

6.       Financial Accounting S.P. Jain K.L Narang
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(Invoice Price) 
 
 :7 

Unit Structure 
Introduction  7.0

Objectives  7.1

Meaning and Definition   7.2

Journal Enties  7.3

Calculation of Closing Stock  7.4

Learning out Comes  7.5

Key Word  7.6

Terminal Questions  7.7

Reference Books  7.8
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Introducation  7.0















 (Invoice Price)  




Objectives  7.1




 
 1


 
 2


 
 3


 
 4

Meaning and definition    7.2


 



 
 


 
 
 

 











 




Objectives of invoice Price 
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 (Consignee)  (Cost)    1

 2

 3

 4

 
 7.3

Journal Entries in The Books of Consignor


 


1.

2.

3.


 


Consignment Account---------------------------Dr
        To Goods Sent on Consigment

 



 


Goods Sent on Consignment Account---------Dr
         To Consignmet Account

(  



 


Consignment Account----------------------------Dr
          To Consignment Stock Account

(  



 



(Invoice Price)  

 2008   
 18,000  (Consignment)  50  20,000

 5000   20,000  5000 
 (Adance)  5%  24,000

 10,000  5000  5000  1,00,000


Consingnment Account
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Particulars  Particulars 
To Goods Sent on Consignment

(50x20,000)

To Bank (5000+20,000+5,000)

To Consignee (Expenses)

Advertisement    10,000

Laboor                  5,000

Sundries               5,000

5% commission  60,000

To Profit & Loss Account

10,00,000

30,000

80,000

1,90,000

By Goods Sent on Consignmet

By Riyaz (Sale) Proceeds 

(50x24000)

1,00,000

2,00,000

12,00,000 12,00,000

Consignee (Riyaz) Account

Particulars   Particulars 
To Consignment

(Sale)

12,00,000 By Consignment

Advertiment

Labour

Sundry Expenses

5% Commission

By Cash Advance

By Bill Recievable (Balanced)

10,000

5,000

5,000

60,000

1,00,000

10,20,000

12,00,000 12,00,000

Journal Entries in The Bookes of Yasar Consignor 

Particular                                                                              L/F No.  
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Consignment Account-----------------------------------------------Dr
           To Goods Sant on Consignee

(  


10,00,000
---

---
10,00,000


 


Goods Sent on Consignment Account---------------------------Dr
           To Consignment Account

(Being                         
 2000 

1,00,000
---

---
1,00,000


Consignment Account-----------------------------------------------Dr
           To Bank Account

(Being                                 

30,000
---

---
30,000


Consignment Account-----------------------------------------------Dr
          To Consignee Account

(Being            

20,000
---

---
20,000


Cash Account---------------------------------------------------------Dr
            To Consignee Account

(Being                                                                   

1,00,000
---

---
1,00,000


Consignee Account--------------------------------------------------Dr
          To Consignment out Account

(Being                 50  24000 

12,00,000
---

---
12,00,000


Consignment Account----------------------------------------------Dr
          To Consignee Account

Being                                              5% 

60,000
---

---
60,000


Consignment Account-----------------------------------------------Dr
          To Profit and Loss Account

(Being                                                           

91,000
---

---
91,000
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Bills Recievable Account-------------------------------------------Dr
           To Consignee Account

(Being                                                              

10,20,000
---

---
10,20,000

(2) 
 3500  

 500 
 5000  5000 


  100

 5000  3000  5%  4,500

 2,00,000  2000 



Consignment Account

   
To Goods Sent on Consignment
(3500x100)
To Cash (5000+5000)
To Consignee Commission
(4,50,000x5%)
To Consignee Expenses
(3000x+5000+2000)
To Profit and Loss

3,50,000
10,000

22,500

10,000
1,07,500

By Goods Sent on Consignment
(500x100)
By Consignee (Sale) (4500x100)

50,000
4,50,000

5,00,000 5,00,000

Consignee Account

Particular Amount Particular Amount
To Consignment (Sale) 4,50,000 By Consignor (Advance)

By Consignment (Expenses)
By Consignment (Commission)
By Cash (Balance)

2,00,000
10,000
22,500

2,17,500

4,50,000 4,50,000

Valuaction of Consignment Stock  7.4
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 (Market Price)  (Cost Price) 


 (Unloading)  (Loading) 




 (Direct Expenses) 


 Recurring Expenses


Non-Recurring Expenses






Journal Entries on Invoice Price        


  L/F  
1. 

 


Goods Sent on Consignment Account-------------------Dr
           To Consignment Account

(Being                                        


2. 
 


Consignment Stock Account-----------------------------Dr
           To Consignment Account

(Being                                         

 


Consignment Account------------------------------------Dr
            To Consignment Stock Resever Account

 50  10,000  
 (3) 

 100  30,000  8000 
 50,000  10 
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 30  18,000  2,00,000

 10%  5000  10,000(Unloading)




Consignment Account

Particular Amount Particular Amount

To Goods Sent on Consignment

(50x10,000)

To Cash (Expenses)

(30,000x5000)

To Consignee (10,000+5000)

To Consignee (Commissions)

To Consignment Stock Researve

To Abnormal Loss

5,00,000

35,000

15,000

54,000

20,000

57,000

By Goods Sent on Consignment

(50x2000)

By Consignee (Sale) (30x18000)

By Consignment Stock 10 barrels

at Invoice price

By Abnormal Loss

1,00,000

5,40,000

1,07,250

1,07,000

Shahid's Account

Particular Amount Particular Amount

To Consignee Account (Sale)

5,40,000

By Consingnor

By Consignment

By Consignment (Commission)

By Cash (Balance)

2,00,000

15,000

54,000

2,71,000

5,40,000 5,40,000

Abnormal Loss Account

Particular Amount Particular Amount

To Consignment 1,07,000 By Insurance

By Profit and Loss

50,000

57,000

1,07,000 1,07,000
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Cost of 10 Barrel 10x10,000
Proportionate Direct Expenses:

Frieght Expenses 

Zafar
Gulzar\Unit-10

Hisabi
aousat\60.jpg

 

Insurance 10x100
Cost of 10 Barrel Oil
(-) paid by Insurance Company Abnormal Loss

= 1,00,000

6,000
1,000

1,07,000
50,000

Abnormal Loss = 57.000

Calculation of Closing Stock 





No of Barrels Send
(-) No of Barrel Loss

= 50
-10

(-) No of Barrel Sold
No of Barrel in Stock

40
30

Calculation of Closing Stock 

: Value of 10 Barrel Stock at Invoice Price
= 10x10,000  
(+) Direct Expenses of Consignee =
30,000x 10/50
Insurance = 10x100
Non Recurring Expenses of Consignee
Un Loading Charges = 1000x10/40
Cost of Closing Stock

10

 
 10

=1,00,000
= 6000
= 1000

=250
=107250

Calculation of Closing Stock at Cost Price 





Value of 10 Barrel = 10x8000 =

(+) Direct Expensess of Consignee 6000+1000+250

Value of 10 Barrels at Cost Price =
Value of Stock Researve (Closing)= Invoice Price - Cost Price

=1,07,250 - 87,250

      

File D:\composing\Dr. Zafar Gulzar\Unit-10 Hisabi
aousat\61.jpg not found.

Stock Reserve = 20,000

Learning out Comes  7.5

 (Consignment) 




 
 (Invoice Price)  
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Key Words  7.6

 Invoice Price 
 



 


   Non-Recurring Expenses 


  Recurring Expenses 


  Normal Loss 
 

 


  Abnormal Loss 


Terminal Questions  7.7




 
 i


 
 ii

 iii

 iv




 
 1


 
 2

 3

 Consignment Stock 4


 
 5
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 1000  800  100  6

 10%  80  1200 
 


 5000 


 10,000 


 160  1000  7

 2000  5  10  






 210 

 1000  10 
 5%  700  300

 1000

 25%  20,000  50  8

 250  500  1000 
 


 35,000  1,00,000  10 
 10%  10  40,000  20 

 2,00,000  15000  10,000 
 25,000=20,000+25 

Suggested Readings   7.8

1. Advanced Accountancy - Shukla and Grewal

2. Advanced Accountancy - R. L. Gupta and Radhaswamy

3. Advanced Accountancy - Arulanadaru

4. Accountancy - S. P. Jeria and K. L Natcong

5.      Advanced Accounting - D. G. Sharma.
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 8 
(Normal and Abnormal Loss)

Unit Structure 
Introduction  8.0

Objectives  8.1

Meaning and Definition   8.2

Nature  8.3

Causes of Abnormal Losses   8.4

Difference between Normal & Abnormal Loss   8.4.1

Excercises  8.5

Learning Out Comes  8.6

Key Words  8.7

Terminal Questions  8.8

Reference books  8.9
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Introduction    8.0













Objectives  8.1


 
 
 
 

Meaning and Difinition  8.2
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Nature  8.3





 





Feature of Normal Loss 

 .1

 .2

 .3

 .4

 (Leakage)  
 .5


  .6

Abnormal Loss 
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Causes of Abnormal Loss  8.4





Calculation of Value ovf Abnormal Loss 




 (Non-recurring expenses)  (Direct) 


 8.4.1

Difference between Normal and Abnormal Loss 


 




.1 


.1

 .2  .2

 .3  .3





.4 


.4

 .5  .5

Calculation of Closing Stock  
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 (Loading and unloading charges)  (Carriage) 
 (Dock dues) 




Excercises  8.5





 50  5000 


 

 100  100 










40  8000 




1000  4900 


 2,50,000 = (5000 x 50)  5000 (50 x 100) 





 50 

5,000 50 x 100  
1,000 

2,56,000   50  

 5000  50 x 100 kg  
 100 
 4900  
 4000 
 900  

 2,56,000  5000

 900
File D:\composing\Dr. Zafar Gulzar\Unit-10 Hisabi aousat\62.jpg not

found.

 X 900

  47,020 = 52.24 x 900  900 
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 1000  150  2 
 5000  5  10 

 220  15000  200 
 2000  10%  800 


Consignment Account

Particulars Amount Particulars Amount

To Goods sent on consignment

1000L x 150

To Frieght (Cash) (1000 x 10)

To Packing (Cash) (1000 x 5)

To Insurence (Cash)

To Consignee (Rent expenses)

To Consignee 10% commission

(1,76000 x 10%)

To Abnormal loss 

(34,000 - 15000)

To Profit or loss

1,50,000

10,000

5000

5000

2000

17,600

19,000

By Sale 800L x 200

By Abnormal Loss

1,76,000

34,000

2,00,000 2,00,000

 34,000 
   19,000  15000 






  30,000   = 200L x 150                              
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= 10,000 + 5000 + 5000 
File D:\composing\Dr. Zafar Gulzar\Unit-10 Hisabi aousat\58.jpg not found.

 200


File D:\composing\Dr. Zafar Gulzar\Unit-10 Hisabi

aousat\59.jpg not found.

 200 

Consignee Account
Particulars Amount Particulars Amount

To Consignment (Sale) 1,76,000 By Consignment (Rent)
By Commission 10% 
By Balance c/d

2000
17,600

1,56,400
1,76,000 1,76,000

Abnormal Loss Account
Particulars Amount Particulars Amount

To Consignment A/c 34,000 By Insurance

By Profit and Loss

15,000

19,000
34,000 34,000

 100  1200  3 
 20  2500  5000  25 

 1000  12000 
 60  2000  20,000  8000

 5% 

Consignment Account

Particulars Amount Particulars Amount

To Goods sent on Consignment

(100 x 1200)

To Cash Expenses

(2500+5000+2500)

To Consignee (Expenses)

(1000+8000)

1,20,000

10,000

9000

By Consignee(Sale)

(60 x 2,000)

By Abnormal Loss 

By Consignment Stock

(20 units)

1,20,000

26,000

26,200
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To Abnormal Loss 

(26000 - 18000)

To Consignee (5% Commission)

To Profited Loss

8000

3600

21,600

1,72,200 1,72,200

  24,000    =             20 x 1200  =  
           (+)

  2,000       = 2,500 + 5,000 + 2,500 

26,000   20

Calculation of Consignment Stock 
 24,000   2020 x 1200
 2000   

200  

 26,200 
File D:\composing\Dr. Zafar Gulzar\Unit-10 Hisabi aousat\63.jpg not found.

 1000 

Consignee Account
Particulars Amount Particulars Amount

To Consignment (Sale)
To Consignment (Expenses)
To Consignment (5%Commission)

1,20,000 By Cash 
(Advance)

By Balance c/d

20,000
9000
3,600

87,400

1,20,000 1,20,000

Abormal Loss Account
Particulars Amount Particulars Amount

To Consignment 26,000 By Insurance

By Profit and Loss

18,000

8,000

26,000 26,000
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Journal Entries   

Date Particular L/F Debit Credit

1 
Consignment Account------------------------------------Dr

  To Goods sent on Consignment                         

(Being                                    
  100  1200

1,20,000
---

---
1,20,000

2 
Consignment Account------------------------------------Dr
          To Bank or Cash Account 

(Being                            2500 
  5000  2500 

10,000
---

---
10,000

3 
Cash or Bank Account-----------------------------------Dr
         To Consignee Account

(Being  

20,000
---

---
20,000

4 
Cash or Bank Account-----------------------------------Dr
           To Nayim Account

   8000  1000 
 (Being 

9,000
---

---
9,000

5 
Consignee Account---------------------------------------Dr
           To Consignment Account

 60  2000 
(Being

1,20,000
---

---
1,20,000

6 
Consigment Account-------------------------------------Dr
          To Consignee Account

(Being                      5% 

6,000
---

---
6,000
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7 
Abnormal Loss Account---------------------------------Dr
         To Consignment Account

(Being  20 

26,000
---

---
26,000

8 
Insurance Account-----------------------------------------Dr
Profit and Loss Account---------------------------------Dr
         To Abnormal Loss Account


(Being                                                     

18,000
8000

---

---
---

26,000

9 
Consingment Account------------------------------------Dr
         To Profit and Loss Account

(Being      

8,000
---

---
8,000

10 
Consignment Stock Account---------------------------Dr
         To Consignment A/c

(Being                          20 

26,000
---

---
26,000

11 
Consignment Account------------------------------------Dr
         To Profit and Loss Account

(Being 

19,200
---

---
19,200

12 
Cash or Bank Account------------------------------------Dr
          To Consignee Account

(Being      

85,000
---

---
85,000




Learning Outcomes                                                     8.6
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 (Non recurring) 

 




Key words  8.7

  Recurring Expenses 

  Non-Recurring Expenses 


  Normal Loss 




 




  Abnormal Loss  


  Loading  

  Unloading 
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  Carriage 
  Packing 


Terminal Questions  8.8


 .1

 .2

 .3

 25%  200,000 .4

 .5


 .1

 .2

 .3

 .4

 .5


 100  2500  .6

 4000  1000  2000 
3000  10,000  10 

 10% 
 20,000  2000  5000


 100   5000  .7

 10000  5000  10,000 
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6000   3000  10 
 1,00,000  10%  80 

 5000  10,000 


 200  180  .8

 1500   100  200  1000 
 2000  20 

 140  300  5000 
 500  1000  5% 


 9

 10
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Introduction  9.0











Birla Yamaha  

 Tharmax co (India) 

 Ltd.

  


Objectives  9.1


 
 
 
 
 
 
 
 

Meaning and Definition    9.2
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 100% 





 

 


 






 






Particular 
 Partnership


 (1

 (2

 (3


 (1

 (2

 (3
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 (i


 (ii


 (iii

 (iv

(Scope of Joint Ventures) 












Features of Joint Venture  9.3


 (1





 (2




 (3


 (4
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 (5













 (6




Formation of Joint Venture  9.4


 (1




 (2




 /  (3





 (1


 (2

 (3

 (4


 (5
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 (6







Objectives of Joint Venture  9.5


 (1

 (2

 (3

 (4


 (5


Parties of Joint Venture  9.6

 Co - Venturers 

 




(Business Activities of Joint Venture) 


 (1

 


 (2

 (3

 (4

 9.7

Difference between Partnership and Joint Venture

 
 /  .1


 .1
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 .2


 .2


  .3  .3

 Partners  .4  Co-Venturers  .4







 .5 



 .5

 .6  


 .6

 .7  .7

(10)  


 .8

 (20) 
 



 .8


 .9  .9

 .10  


 .10

 .11  


 .11

 1932  .12  .12

 9.8

Difference between Joint Venture and Consignment

 
 Consignor  .1

 Consignee

 Co-Venturers  .1

 .2  Venturers  .2


 .3


 .3
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 .4  Co-Venturers  .4



 Consignee  .5


 .5


 .6  .6


 .7  



 .7

 .8  


 .8



Advantages of Joint Venture  9.9


(Economics of Scale)  (1




(Access to New Markets) 






 (2






(Inventions and Innovation)  (3





(Reduction in Cost of Production)  (4
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(Brand Name)  (5




(Access to Technology)  (6






(Good Resources)  (7




(Temporary Existence)  (8


Disadvantages of Joint Venture  9.10


 (1

 





 (2


 (3




 (4
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 (7


 

 (8

 


 (9




Types of Joint Venture  9.11











 (1

 




 (2








 (3
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 (4








 (5










 (6






 (7





 10.12












 (1


 






 (2
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 (3






 9.13

Necessity to Form Joint Venture Business   


 (1







 (2





 (3




 (4
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 (5





Imprtance of Joint Venture 



 Good Will 

 




 




 




 






Learning Out Comes  9.14








 Co-Venturers 
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Key Words  9.15

   .1


   .2


 Co-Venturers    



 - .3

   .4

Terminal Questions  9.16

 (A

  _______  (1

  ________  (2

 


 -   _______  (3

  ________  (4

  _______  (5

 /   (6

 /   


 - (7

 /   


 -  (8

 /   (9

 /   (10

 (B

 (1

 (2
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 (3

 (4

 (5

 (C

 (1

 (2

 (3

 (4

 (5
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Accounting Treatment

Unit Structure 
Introduction  10.0

Objectives  10.1

Business transaction maintained by only one co

venturer

 10.2

Records maintained by all co venturers  


 10.3
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Introduction  10.0









Objectives  10.1


 
 



 
 



 
 



 
 

 10.2

Business Transaction Maintained by only one co-venturer



 






 


 (1

 


 (2




 



 (3

 

 (4











 

 (1

 

 (2
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(A Seperate Set of Books is Kept)  

 (1









 



 



 


 






 




 






 


 (1


 



  (2


 



 (3






 



 (Joint Venture Account) 






 (1

 


 (i

 


 (ii

 


 (iii








 (2

 



 




 




 1
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60,000/-  3:2 
  2,000/-   40,000/-   5,000/-  

  6,000/-   1,40,000/- 
 



 10% 



  L/F    

1 Joint Venture a/c .................. Dr

To Arif a/c



60,000

-

-

60,000

2 Joint Venture a/c .................. Dr

To Arif a/c



5,000

-

-

5,000

3 Joint Venture a/c .................. Dr

To Cash a/c



40,000

-

-

40,000

4 Joint Venture a/c .................. Dr

To Cash a/c



2,000

-

-

2,000

5 Cash a/c .............................. Dr

To Joint Venture a/c



1,40,000

-

-

1,40,000

6 Purchases a/c ...................... Dr

To Joint Venture a/c



6,000

-

-

6,000

7 Joint Venture a/c ................. Dr

To Commission a/c

 10% 
1,40,000 x 10/100 = 14,000

14,000

-

-

14,000

8 Joint Venture a/c .................. Dr

To Profit and Loss a/c

To Arif a/c

25,000

-

-

15,000

10,000
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9 Arif/s a/c ............................... Dr

To Cash



75,000

-

-

75,000

Joint Venture A/c

 L/F 
 

  L/F 
 

To Arif's A/c

To Arif's A/c

To Cash A/c

To Cash A/c

To Commission A/c

To P&L A/c (own share)

To Arif's A/c

(Arif's share of profit)

60,000

5,000

40,000

2,000

14,000

15,000

10,000

1,46,000

By Cash A/c

By Purchases A/c

1,40,000

6,000

1,46,000

Arif A/c

 L/F 
 

  L/F 
 

To Cash A/c (B/F) 75,000

75,000

By Joint Venture A/c

By Joint Venture A/c

By Joint Venture A/c

60,000

5,000

10,000

75,000

Joint Venture A/c

 2

 A

  4,000/-   90,000/- 
   39,000/-   40,000/- 

 8%   1,400/-   1,20,000/-


In the books of Hussain
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Dr.                                        Joint Venture A/c                                                  Cr

   
To Asim's A/c
To Asim's A/c
To Asim's A/c
To Cash A/c
To Commission A/c
(8/100 x 1,20,000)
To P&L A/c (own share)
To Asim's A/c (Asim's share of profit)

90,000
4,000
1,000
1,400
9,600

10,500
3,500

1,20,000

By Cash A/c 1,20,000

1,20,000

Dr.                                           Asim's A/c                                                     Cr

   
To Bills Payable A/c
To Cash A/c (B/F)

40,000
65,500

1,05,500

By Joint Venture A/c
By Joint Venture A/c
By Joint Venture A/c
By Joint Venture A/c

90,000
4,000
1,000

10,500
1,05,000


  20,000/-  4:1  (1

  30,000/-   2,000/- 
  3,000/-   4,000/-

  2,000/-

  27,200/-   9,000/- 
 B  A (2

3/4  A   2,000/-   40,000/-B 
  4,000/-   58,000/-

 B  A   5,000/-  B 


  49,500/-  B   25,000/- 
  2,00,000/-  (3

  40,000/-   2,00,000/-   50,000/- 
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10,000/-   6,00,000/- 
  20,000/-  

  2,90,000/-   1,40,000/- 
 10%  (4

  24,000/-   2,000/-   1,20,000/- 
  50,000/-   2,400/- 




  24,700/-   3,400/- 

  Entries in the books of all co venturers  


 10.3

 1

  1,00,000/-  3:2 
  40,000/-   10,000/- 

  1,60,000/-   39,000/- 
 10%   1,000/-   2,000/-




  L/F    
1 Joint Venture A/c .................. Dr

To Cash A/c



1,00,000

-

-

1,00,000

2 Joint Venture A/c .................. Dr

To Cash A/c



10,000

-

-

10,000

3 B/R A/c ................................ Dr

To Raheem A/c



40,000

-

-

40,000
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4 Bank A/c .............................. Dr

Discount A/c ......................... Dr

To B/R



39,000

1,000

40,000

5 Joint Venture A/c .................. Dr

To Discount A/c



1,000

-

-

1,000

6 Raheem A/c ......................... Dr

To Joint Venture A/c



1,60,000

-

-

1,60,000

7 Joint Venture A/c ................. Dr

To Raheem A/c



3,000

-

-

3,000

8 Joint Venture A/c ................. Dr

To Raheem A/c

 10% 

16,000

-

-

16,000

9 Joint Venture A/c ................. Dr

To P&L A/c

To Raheem A/c



38,000

11,400

7,600

10 Cash A/c .............................. Dr

To Raheem A/c



1,60,000

-

-

1,60,000

In the books of Nayeem 

Joint Venture A/c

  L/F    L/F 
To Cash A/c
To Cash A/c
To Discount A/c
To Raheem A/c
To Raheem A/c
To P&L A/c
To Raheem A/c

1,00,000
10,000

1,000
3,000

16,000
18,000
12,000

1,60,000

By Raheem A/c 1,60,000

1,60,000
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Raheem's A/c

To Joint Venture A/c 1,60,000

1,60,000

By B/R A/c
By Joint Venture A/c
By Joint Venture A/c
By Joint Venture A/c
By Cash (B/F)

40,000
3,000

16,000
12,000
89,000

1,60,000
In the Books Raheem

Journal Entries in the books of Raheem

  L/F    
1

2

3

4

5

6

7

8

9

Joint Venture A/c .................. Dr
To Nayeem's A/c


Joint Venture A/c .................. Dr

To Nayeem's A/c


Nayeem A/c .......................... Dr

To Bills Payable A/c


Joint Venture A/c .................. Dr

To Nayeem's A/c


Cash A/c ............................... Dr

To Joint Venture A/c


Joint Venture A/c .................. Dr

To Commission A/c

 10% 
Joint Venture A/c ...................... Dr

To Cash A/c


Joint Venture A/c ...................... Dr

To P&L A/c

To Nayeem's A/c


Nayeem's A/c ........................... Dr

To Cash A/c



1,00,000

-

10,000

-

40,000

-

1,000

-

1,60,000

-

16,000

-

3,000

-

30,000

89,000

-

-

1,00,000

-

10,000

-

40,000

-

1,000

-

1,60,000

-

16,000

-

3,000

-

12,000

18,000

-

89,000

161



In the Books of Raheem
Joint Venture A/c

  JF    JF 
To Nayeem's A/c
To Nayeem's A/c
To Nayeem's A/c
To Commission A/c
To Cash A/c
To P&L A/c
To Nayeem's A/c

1,00,000
10,000

1,000
16,000

3,000
12,000
18,000

1,60,000

By Cash A/c 1,60,000

1,60,000

Nayeem's A/c

To B/P A/c
To Cash A/c

40,000
89,000

1,29,000

By Joint Venture A/c
By Joint Venture A/c
By Joint Venture A/c
By Joint Venture A/c

1,00,000
10,000

1,000
18,000

1,29,000

 



 




 



 



 






  L/F    
1

2

3

 



Cash A/c ......................................... Dr

To Co-Venturers Personal A/c

 





Joint Venture A/c ............................ Dr

To Cash A/c

 



 




Joint Venture A/c ............................ Dr

To Co-Venturers Personal A/c

xxx

-

xxx

-

-

xxx

-
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4

 

 

5

 

 

6

 

 

7

8

9

10

 

 

 
 




Joint Venture A/c ............................ Dr

To Purchase A/c




Joint Ventre A/c .............................. Dr

To Cash A/c


 




Joint Venture A/c ........................... Dr

To Co-Venturers Personal A/c

 





Cash A/c ......................................... Dr

To Joint Venture A/c




Purchases A/c ................................ Dr

To Joint Venture A/c


 /

Joint Venture A/c ............................ Dr

To Commission / Salary A/c

 /
 




Co-Venturers Personal A/c ............. Dr

To Joint Venture A/c

xxx

-

xxx

-

xxx

-

xxx

-

xxx

-

xxx

-

xxx

-

xxx

-

-

xxx

-

xxx

-

xxx

-

xxx

-

xxx

xxx

-

xxx

-

xxx

163



8

11

12

13

 





Joint Venture A/c ............................ Dr

To P&L A/c 
To Co-Venturers Personal A/c


P&L A/c   ............................. Dr

Co-Venturers Personal A/c ............ Dr

To Joint Venturer A/c


 




Co-Venturers A/c ............................ Dr

To Cash A/c

 




xxx

-

-

xxx

xxx

-

xxx

-

-

xxx

xxx

-

-

xxx

-

xxx

Joint Venture A/c

  JF    JF 
To Cash A/c

To Coventurers Personal A/c

To Purchases A/c

To Cash A/c

To Coventurers Personal A/c

To Commission A/c

To P&L A/c (his share)

To Co-Venturers Personal A/c

xxx

xxx

xxx

xxx

xxx

xxx

xxx

xxx

xxx

By Cash A/c

By Purchases A/c

By Co-Venturers

Personal A/c

xxx

xxx

xxx

xxx
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 (1

 


 (2

 



 




'x'  




 'y' 

 'x'  'y'

1  'x' 
Joint Venture A/c .............. Dr

To Purchase A/c

xxx

xxx

Joint Venture A/c .............. Dr

To 'x's A/c

2 
Joint Venture A/c .............. Dr

To Cash A/c

Joint Venture A/c .............. Dr

To 'x's A/c

3  'x' 
Joint Venture A/c .............. Dr

To Commission / Salary A/c

Joint Venture A/c .............. Dr

To 'x's A/c

4  'x''y' 
Cash / B/R A/c .................. Dr

To y's A/c

'x's A/c ............................... Dr

To Cash / B/P A/c

5  'x' 
Bank A/c ........................... Dr

Discount A/c ...................... Dr

To B/R



6 


Joint Venture A/c .............. Dr

To Discount A/c

Joint Venture A/c .............. Dr

To 'x's A/c

7  'x'

Cash A/c .......................... Dr

To Joint Venture A/c

'x's A/c ............................... Dr

To Joint Venture A/c
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8  'x' 
Purchases A/c .................. Dr

To Joint Venture A/c

'x's A/c .............................. Dr

To Joint Venture A/c

9  'y' 
Joint Venture A/c .............. Dr

To 'y's A/c

Joint Venture A/c .............. Dr

To Purchase A/c

10  'y' 
Joint Venture A/c .............. Dr

To 'y's A/c

Joint Venture A/c .............. Dr

To Cash A/c

11  'y' 
Joint Venture A/c .............. Dr

To y's A/c

Joint Venture A/c .............. Dr

To Commission / Salary A/c

12  'y' 
y's A/c ............................... Dr

To Joint Venture A/c

Cash A/c ........................... Dr

To Joint Venture A/c

13  'y' 
y's A/c .............................. Dr

To Joint Venture A/c

Purchase A/c .................... Dr

To Joint Venture A/c

14 
Joint Venture A/c .............. Dr

To P&L A/c (x's share)

To y's A/c (y's share)

Joint Venture A/c .............. Dr

To P&L A/c (y's share)

To x's A/c (x's share)

15 
P&L A/c ............................. Dr

(x's share)

y's A/c ............................... Dr

(y's share)

To Joint Venture A/c

P&L A/c ............................ Dr

(y's share)

x's A/c ............................... Dr

(x's share)

To Joint Venture A/c

16  'x' 
y's A/c ............................... Dr

To Cash A/c

Cash A/c .......................... Dr

To x's A/c
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17  'y' 
Cash A/c .......................... Dr

To y's A/c

x's A/c .............................. Dr

To Cash A/c

  10,000/-x  8:2  y  x (5

  3,000/-   20,000/-y   2,000/- 
 10%   50,000/-  y 

 y  x 
  18,000/-  y   10,000/- 

Learning Out Comes  10.4







 



 (1

 


 (2




 



 (3

 

 (4

 








 






 


 




Key Words  10.5

 


   


 (1




   (2


Terminal Questions  10.6

 (A

  ________  (1
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  ________  (2

  ________  (3

  ______ 


 



 (4

 


  _____  (5

 /   

 (6

 /   (7

 /   


 (8

 /   (9

 /   (10

 (B

 (1

 


 (2

 (3




 (4

 


 (5

 (C

 (1




 (2

 (3

Suggested Readings  10.7

1. Advanced Accountancy - Shukla and Grewal

2. Advanced Accountancy - R. L. Gupta and Radhaswamy

3. Advanced Accountancy - Arulanadaru

4. Accountancy - S. P. Jeria and K. L Natcong

5.      Advanced Accounting - D. G. Sharma.
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Introduction  11.0




 



 








 



 




Objectives  11.1







 





 
 
 



 

Meaning and Definition  11.2

 

 


 







 




 




(Joint Venture Account)  (1

(Joint Bank Account)  (2

(Personal Accounts of Co-Venturers)  


 (3
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 11.3

Reasons for keeping seperate set of books



 




 


Journal Entries  11.4


 



 .1

Joint Bank A/c ................................ Dr
To Co-Venturers A/c

 .2

Joint Ventrue A/c ........................... Dr
To Joint Bank A/c

 .3

Joint Ventrue A/c ........................... Dr
To Creditors A/c

 


 .4

Joint Ventrue A/c ........................... Dr
To Co-Venturer A/c




 .5

Joint Ventrue A/c ........................... Dr
To Joint Bank A/c

 


 .6

Joint Bank A/c ............................... Dr
To Joint Venture A/c
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 .7

Joint Bank A/c ............................... Dr
To Joint Venture A/c

 


 .8

Co-Venturer A/c .............................. Dr
To Joint Venture A/c

 .9

Sundry Debtors A/c ......................... Dr
To Joint Venture A/c

 


 .10

Co-Venturers A/c ............................ Dr
To Joint Venture A/c

 .11

Joint Bank A/c ................................. Dr
To Sundry Debtors A/c

 .12

Joint Ventrue A/c ........................... Dr
To Joint Bank A/c

 





 



 .13

Joint Ventrue A/c ........................... Dr
To Co-Venturers A/c




 



 .14

 


 (a

Joint Ventrue A/c ........................... Dr
To Co-Venturers A/c

 


 (b

Co-Venturers A/c ........................... Dr
To Joint Venture A/c




 



 


 .15


 .16

 


 (a
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Joint Bank A/c ................................. Dr
To Co-Venturers A/c

 


 (b

Co-Venturers A/c ............................ Dr
to Joint Bank A/c

 1

 B  A

y   60,000/-A  B  A  8:2 
  40,000/-

  1,40,000 
  15,000  A

  20,000 
 B   30,000/-   2,00,000/- 

 8%  'x' 
 


  L/F    

1
Joint Bank a/c ___________ Dr
To A's a/c
To B's a/c

 B  A

1,00,000
-

60,000
40,000

2
Joint Venture a/c _________ Dr
To Joint Bank a/c



1,40,000

-

-

1,40,000

3
Joint Venture a/c _________ Dr
To A's A/c

 A

15,000

-

-

15,000

4
Joint Venture a/c _________ Dr
To Joint Bank A/c



20,000

-

-

20,000
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5
Joint Bank A/c ___________ Dr
To Joint Venture A/c



2,00,000

-

-

2,00,000

6 B's A/c _________________ Dr
To Joint Venture A/c

 'B'

30,000

-

-

30,000

7
Joint Venture A/c _________ Dr

To A's A/c

 'A'

16,000

-

-

16,000

9
Joint Venture A/c _________ Dr
To A's A/c
To B's A/c

 B  A 

49,000

-

-

-

29,400

19,600

9
A's A/c _________________ Dr
B's A/c _________________ Dr
To Joint Bank A/c

 




29,400

19,600

-

-

49,000

 



Joint Venture A/c

To Joint Bank A/c
To A's A/c
To Joint Bank A/c
To A's A/c
      Profit
      A's A/c
      B's A/c

1,40,000
15,000
20,000
16,000

29,400
19,600

2,30,000

By Joint Bank A/c
By B's A/c

2,00,000
30,000

2,30,000

A's A/c

To Joint Bank A/c (B/F) 1,20,400

1,20,400

By Joint Bank A/c
By Joint Venture A/c
By Joint Venture A/c
By Joint Venture A/c

60,000
15,000
16,000
29,400

1,20,400

B's A/c
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To Joint Venture A/c
To Joint Bank A/c (B/F)

30,000
29,600
59,600

By Joint Bank A/c
By Joint Venture A/c

40,000
19,600
59,600

Joint Bank A/c

To A's A/c
To B's A/c
To Joint Venture A/c

60,000
40,000

2,00,000

3,10,000

By Joint Venture A/c
By Joint Venture A/c
By A's A/c
By B's A/c

1,40,000
20,000

1,20,400
29,600

3,10,000

 2

 'y'  'x'

  1,20,000/-  y  x   5,00,000/-
  1,00,000/-


  1,80,000 
  50,000 
  15,000  'x'

  10,000  'y'

  12,000 








  L/F    
1 Joint Bank A/c ___________ Dr

To 'x' A/c

To 'y' A/c

 y  x

2,20,000 -

1,20,000

1,00,000

2 Joint Venture A/c _________ Dr

To Joint bank A/c



1,80,000

-

-

1,80,000

3 Joint Venture A/c _________ Dr

To x's A/c

To y's A/c

 'y'  'x'

25,000

-

-

-

15,000

10,000
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4 Joint Venture A/c _________ Dr

To Joint Bank A/c



50,000

-

-

50,000

5 Joint Venture A/c _________ Dr

To Joint Bank A/c












12,000

-

-

12,000

6 Joint Bank A/c ___________ Dr

To Joint Venture A/c



5,00,000

-

-

5,00,000

7 Joint Venture A/c _________ Dr

To x's A/c

To y's A/c



3,33,000

-

-

2,22,000

1,11,000

x's A/c _________________ Dr

y's A/c _________________ Dr

To Joint Bank A/c

 




3,57,000

2,21,000

-

-

-

5,78,000

Joint Venture A/c

To Joint Bank A/c

To x's A/c

To y's A/c

To Joint Bank A/c

To Joint Bank A/c

     Profit

     x  2/3x233000

     y  1/3x233000

1,80,000

15,000

10,000

12,000

50,000

1,55,333

77,6667

5,50,000

By Joint Bank A/c 5,00,000

5,50,000

x's A/c

To Joint Bank A/c (B/F) 2,90,383

2,90,333

By Joint Bank A/c

By Joint Venture A/c

By Joint Venture A/c

1,20,000

15,000

1,55,333

2,90,333

y's A/c
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To Joint Bank A/c (B/F) 1,87,667

1,87,667

By Joint Bank A/c

By Joint Venture A/c

By Joint Venture A/c

1,00,000

10,000

77,666

1,87,666

Joint Bank A/c

To x's A/c

To y's A/c

To Joint Venture A/c

1,20,000

1,00,000

5,00,000

7,20,000

By Joint Venture A/c

By Joint Venture A/c

By Joint Venture A/c

By x's A/c

By y's A/c

1,80,000

50,000

12,000

2,90,333

1,87,667

7,20,000

 3

  7,00,000/- 
  50,000/- 






  3,00,000 
  80,000 
  60,000 
  30,000 
  50,000 
  25,000 









  20,000/- 
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Joint Venture A/c

To Joint Bank A/c

To Waes A/c

To Repairs A/c

To Sadat's A/c

to Shareef's A/c

To Joint Bank A/c

     Profit

    Sadat  1/2x175000

    Shareef 1/2x175000

3,00,000

80,000

60,000

30,000

50,000

25,000

87,500

87,500

7,20,000

By Joint Bank A/c

By Shareef's A/c

7,00,000

20,000

7,20,000

Sadat's A/c

To Joint Bank A/c (B/F) 2,67,500

2,67,500

By Joint Venture A/c

By Joint Bank A/c

By Joint Venture A/c

30,000

1,50,000

87,500

2,67,500

Shareef's A/c

To Joint Venture A/c

To Joint Bank A/c (B/F)

20,000

2,67,500

2,87,500

By Joint Venture A/c

By Joint Bank A/c

By Joint Venture A/c

50,000

1,50,000

87,500

2,87,500

Joint Bank A/c

To Sadat's A/c

To shareef's A/c

To Joint Venture A/c

1,50,000

1,50,000

7,00,000

By Joint Venture

By Wages

By Repairs

By Engineer's Fee

By Sdat's A/c

By Shareef's A/c

3,00,000

80,000

60,000

25,000

2,67,500

2,67,500

10,00,000

Proforma of Joint Venture A/c  11.5
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To Co-Venturers A/c

To Joint Bank A/c

To Joint Bank A/c

To Co-Venturers A/c

To Co-Venturers A/c

To Debrots A/c

To Co-Venturers A/c (Profit)

xxx

xxx

xxx

xxx

xxx

xxx

xxx

By Joint Bank A/c

By Debtors

By Co-Venturers A/c

By Creditors A/c

By Co=Venturers A/c (Loss)

xxx

xxx

xxx

xxx

xxx

xxx




 3

3:2 
1,40,000/-   80,000/-   1,20,000/- 

  3,500/-   9,000/-  
  10,000/-   2,20,000/- 

 





Dr                                       Joint Venture A/c                                                 Cr

     

To Joint Bank A/c

To Joint Bank A/c

To Joint Bank A/c

     Profit

Dawood 3/5 x 77500

Samad 2/5 x 77500

1,40,000

9,000

3,500

46,500

31,000

2,30,000

By Joint Bank A/c

By Samad's A/c

2,20,000

10,000

2,30,000

Dawood's A/c
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To Joint Bank A/c (B/F) 1,66,500

1,66,500

By Joint Bank A/c

By Joint Venture A/c

1,20,000

4,6500

1,66,500

Samad's A/c

     

To Joint Venture A/c

To Joint Bank A/c (B/F)

10,000

1,01,000

1,11,000

By Joint Bank A./c

By Joint Venture A/c

80,000

31,000

1,11,000

Joint Bank A/c

     

To Dawood's A/c

To Samad's A/c

To Joint Venture A/c

1,20,000

80,000

2,20,000

4,20,000

By Joint Venture A/c

By Joint Venture A/c

By Joint Venture A/c

By Dawood's A/c

By Samad's A/c

1,40,000

9,000

3,500

1,66,000

1,01,000

4,20,000

Learning Out Comes  11.6

 

 


 


 



 (3  (2  (1
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Key Words  11.7

 Joint Venture Account  (1


 Underwriting  (2


Terminal Questions  11.8

 (A

  __________  (1

 


  ______  (2

  ______





 (3

  ______  


 (4

  _____  ______  (5

 /   (6

 /   (7

 /   (8

 /   (9

 /  



 (10

 (B

 


 (1

 

 (2

 (3

 (4

 


 (5

 (C





 (1

 (2
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 (ii  (i

 (3

  50,000/-   1,00,000/-

  2,54,000 
  1,08,000 
  88,000 

 2:1   6,00,000/- 





 2:1  (4

  1,00,000/-   2,00,000/- 
  5,08,000 
  2,16,000 
  1,76,000 
  12,00,000 


  2,00,000/-   4,00,000/-   3,00,000/- 

 2:3  (5

  4,00,000/-   2,00,000/- 
  40,000/-   3,60,000/-

 20%   6,00,000/- 
 



 





  3,64,000   2,36,000/-   60,000/- 
  20,00,000/-  (6

  4,00,000/- 


  8,00,000 
  4,00,000 
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  60,000 
  80,000 
  20,000 


 



 10,00,000/-  (7

  2,00,000/- 
  4,00,000 
  1,00,000 
  1,00,000 
  20,000 
  40,000 
  10,000 









  10,000/- 



  4,00,000/-   4,00,000/-   2,40,000/- 

Suggested Readings  11.9

1. Advance Accountancy by Shukla and Grewal

2. Principles and Practice of Accounting by R. L. Gupta and V. K. Gupta

3. Advance Accountancy by S. N. Maheshwari and V. L. Maheshwari

4. Advance Accountancy by Arulanandam

5. Accountancy II Vol. by S. P. Jain and K. L. Narang

6.         Financial Accounting - S. P. Jain and K. L Narang
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Memorandum Joint Venture Account

Unit Structure 
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 12.3

Interest on Joint Venture Transactions 
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Introduction  12.0

 


 







Objectives  12.1


 



 
 




 



 




 



 

Meaning and Definition  12.2

 






 




 



 





Joint Venture 


 



 



 



 with _______

 


 







 








 






 


 (1

 


 (2

 (3

Joint Venture with 'y'A/c   'x'  


 'y'  'x' 
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 Joint Venture with 'x' A/c  'y' 
 'x'  



 'x' 
 'x'  'y'  









 









 12.3

Nature of Memorandum Joint Venture A/c


 



 







 








 








 





Interest on Joint Venture Transactions 


 



 12.4

 




 














 








 




 



 





 


 Joint Venture with ............. A/c 


 



 



 








 'x'  y  x 
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  L/F    

1  'x'

Joint Venture with 'y' A/c ........... Dr

To Cash A/c

xxx

-

-

xxx

2  'x'

Joint Venture with 'y' A/c ........... Dr

To Purchase A/c

xxx

-

-

xxx

3  'x'

Joint Venture with 'y' A/c ........... Dr

To Cash A/c

xxx

-

-

xxx

4  'x'

Cash A/c ................................... Dr

To Joint Venture with 'y' A/c

xxx

-

-

xxx

5  'y' 'x'

Cash A/c ................................... Dr

To Joint Venture with 'y' A/c

xxx

-

-

xxx

6  'y'  'x'

Joint Venture with 'y' A/c ........... Dr

To Cash A/c

xxx

-

-

xxx

7  'x'

Joint Venture with 'y' A/c ........... Dr

To Salary / Commission A/c

xxx

-

-

xxx

8  'x'

Purchases A/c ......................... Dr

To Joint Venture with 'y' A/c

xxx

-

-

xxx

9  'x'

Joint Venture with 'y' A/c ........... Dr

To P&L A/c

xxx

-

-

xxx
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10  'x'

P&L A/c .................................... Dr

To Joint Venture with 'y' A/c

xxx

-

-

xxx

Dr                               Memorandum Joint Venture A/c                                Cr

     
To Purchases
         x
         y
To Expenses
         x
         y
To Commission / Salary
         x
         y
To Profit
         x
         y

xxx
xxx

xxx
xxx

xxx
xxx

xxx
xxx
xxx

By Sales
         x
         y
By Unsold Stock Taken Over
         x
         y
By Loss
         x
         y

xxx
xxx

xxx
xxx

xxx
xxx

xxx

 1

 y  x

  94,000/-  'x' 
 'y'   36,000/-  



 1,36,000/-   6,600/-


  4,000/-  




 70,000/-  'y'

  30,000/- 'y'   50,000/-

 







 'x'

  L/F    
1 Joint Venture with 'y' A/c ________ Dr

To Cash A/c



94,000

-

-

94,000
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2 Joint Venture with 'y' A/c ________ Dr

To Cash A/c



6,600

-

-

6,600

3 Cash Account ________________ Dr

To Joint Venture with y A/c



1,36,000

-

-

1,36,000

4 Joint Venture with y A/c _________ Dr

To Cash A/c

 y

36,000

-

-

36,000

5 Joint Venture with 'y' A/c ________ Dr

To P&L A/c

 2/3 

27,600

-

-

27,600

6 Cash Account ________________ Dr

To Joint Venture with 'y' A/c

 'y'

28,200

-

-

28,200

Dr 


 



 Cr

   
To Purchases

     x

     y

To Expenses

     x

     y

To Profit on Joint Venture

     x 2/3 x 41400

     y 1/3 x 41400

96,000

70,000

6,600

4,400

27,600

13,800

2,16,000

By Sales

     x

     y

By Unsold Stock

     y

1,36,000

50,000

30,000

2,16,000

Joint Venture with 'y'
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To Cash Account

To Cash Account

To Cash Account

To P&L A/c  2/3 

94,000

6,600

36,000

27,600

1,64,200

By Cash Account

By Cash Account

        

1,36,000

28,200

1,64,200

 'y'

  L/F    
1 Joint Venture with 'x' A/c ________ Dr

To Cash A/c



70,000

-

-

70,000

2 Joint Venture with 'y' A/c ________ Dr

To Cash A/c



4,000

-

-

4,000

3 Cash A/c ____________________ Dr

To Joint Venture with 'x' A/c

 'x'

36,000

-

-

36,000

4 Cash A/c ____________________ Dr

To Joint Venture with 'x' A/c



50,000

-

-

50,000

5 Purchase A/c _________________ Dr

To Joint Venture with 'x' A/c



30,000

-

-

30,000

6 Joint Venture wtih 'x' A/c ________ Dr

To P&L A/c

 1/3 

13,800

-

-

13,800

7 Joint Venture with 'x' A/c ________ Dr

To Cash A/c

 'x'

28,200

-

-

28,200
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Memorand Joint Venture A/c

   
To Purchases

     y

     x

To Expenses

     y

     x

To Profit on Joint Venture

     y

     x

70,000

94,000

4,000

6,600

13,800

27,600

2,16,000

By Sales

     y

     x

By Unsold Stock

50,000

1,36,000

30,000

2,16,000

Joint Venture with 'x' A/c

   
To Cash A/c

to Cash A/c

To P&L A/c 
To Cash A/c (B/F)

70,000

4,000

13,800

28,200

1,16,000

By Cash A/c

By Cash A/c

By Purchase A/c



36,000

50,000

30,000

1,16,000

 2

 10% 
  10,800/-   2,50,000/-  'x' 

6,000/-   1,50,000/-  1,69,000/-  2

 


 



 1,90,000/-  3  


In The Books of Ahmed

Memorandum Joint Venture A/c
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To Purchases

Ahmed

To Expenses

Ahmed

Basheer

To Commission

Ahmed 10/100 x 16,900

Basheer 10/100 x 19,000

To Profit on Joint Venture

Ahmed 1/2 x 56,300

Basheer 1/2 x 56,300

2,50,000

10,800

6,000

16,900

19,000

28,150

28,150

3,59,000

By Sales

Ahmed

Basheer

1,69,000

1,90,000

3,59,000

Joint Venture with Basheer A/c

   
To Cash A/c

To Cash A/c

To Commission A/c

To P&L A/c

To Cash (B/F)

2,50,000

10,800

16,900

28,150

13,150

3,19,000

By Cash A/c

By Cash A/c

1,69,000

1,50,000

3,19,000

 3

 3:2 
63,000/-   6,40,000/- 

  9,400/-   8,20,000/-  




 



 5% 
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To Cash A/c

To Cash A/c

To Cash A/c

To Commission A/c

5/10 x 82,000

To P&L A/c

Saleem 3/5 x 66,600

Aleem 2/5 x 66,600

6,40,000

63,000

9,400

41,000

39,960

26,640

8,20,000

By Cash A/c 8,20,000

8,20,000

In The Books of Saleem

   
To Cash A/c
To Cash A/c
To P&L A/c

6,40,000
63,000
39,960

7,42,960

By Cash A/c 7,42,960

7,42,960

In The Books of Aleem

   
To Cash A/c
To Commission A/c
To P&L A/c
To Cash M. (B/F)

9,400
41,000
26,640

7,42,960
8,20,000

By Sales A/c 8,20,000

8,20,000

 4

  5,00,000/- 


 



 67,000/-  




 50,000/-   1,30,000/- 
 




 23,000/-  
 44,000/- 
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Memorandum Joint Venture A/c

   
To Materials
To Wages
To Hiring Cahrgos
To Supervision (Rahman)
To Expenses
To P&L A/c
Wali A/c 1,86,000 x 1/2
Rahman A/c 1,86,000 x 1/2

1,30,000
50,000
67,000
44,000
23,000

93,000
93,000

5,00,000

By Cash A/c
      (Contractee)

5,00,000

5,00,000

In The Books of Wali

   
To Materials A/c

To Cash A/c

To P&L A/c

1,30,000

50,000

93,000

2,73,000

By Cash A/c 2,73,000

2,73,000

In The Books of Rahman

Joint Venture with Wali A/c

   
To Cash A/c

To Supervision Charges

To Cash A/c

To P&L A/c

To Cash A/c (B/F)

67,000

44,000

23,000

93,000

2,73,000

5,00,000

By Cash Received 5,00,000

5,00,000

Learning Out Comes  12.5
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 Joint Venture with ______  



 



 










 








 



 






Key Words  12.6

 





 



  






Learning Out Comes  12.7

 (A

3  _______  

 (1

  ________  (2

  _______  (3

 


  _______ (4




 



  ________ (5

  _______  ______ (6

 /  


 



 (7

 /   (8

 /  


 



 (9

 /   


 (10

 (B




 



 (1
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 (2




 



 (3

 (4




 



 (5

 (C




 



 (1




 



 (2

 (3


  1,50,000 
  80,000 
  11,600 
  8,400 

  1,45,000 
  55,000 
  6,000 
  4,000 




 




  10,000/- 

 2:1  (4

 5% 


  89,200 
  10,780 

  1,12,000 
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  72,000 
  12,000 

  1,02,000 




 




  19,320/- 

 (5

  92,000/-   8,400/-   80,000/-

  24,000/-   3,600/- 




 



 5% 




 




  98,100   19,400/- 

 2:1  (6

  5,000/-   1,40,000/- 
  1,28,000/-   40,000/-   1,92,000/-

  1,02,000/-   12,600/- 
 



 



 50,000/-




 




  11,400/-   68,400/- 

 3:2  (7


  40,000 
  4,000 
  74,000 
  5,000 

  1,40,000 
  10,000 
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  79,800/-   27,000/- 

Suggested Readings  12.8

1. Advance Accountancy by Shukla and Grewal

2. Principles and Practice of Accounting by R. L. Gupta and V. K. Gupta

3. Advance Accountancy by S. N. Maheshwari and V. L. Maheshwari

4. Advance Accountancy by Arulanandam

5.       Accountancy II Vol. by S. P. Jain and K. L. Narang.

6.        Financial Accounting - S. P. Jain and K. L Narang
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Objective  13.1


 1

 2

 3

 4

Meaning and Definition   13.2




 1

 2


 3


 4

 5
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Features of Singe Entry System  13.3


 1

 2



 3


 4


 5


(Orginal Vouchers)  6


 7


 8

Advantages of Single Entry System  13.4







 2  1

 4  3

 5

 1
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 2





  3




 4


 



 5




Demerits of Single Entry System  13.5


 2  1

 4  3

 6  5

 1





 2
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 3




 4




 5





 6




 13.6

 Uses and Importance of Single Entry System




 1





 2
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 13.7

Account Maintained in Single Entry System

  
(Persnol Account)  2 (Cash Book)  1

(Creditor Account)  4 (Debtors Account)  3

(Cash Book)  1




(Personal Account)  2

 


 (Debtors)  (Creditor) 
(Debtor Account)  3





(Creditor)  4
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(Pure Single Entry System)   1

(Simple Single Entry System)   2

(Quasi Single Entry System)   3

(Pure Single Entry System)  1









 (i)

 (ii)

 (iii)

(Simple Single Entry System)  2







 (i)

 (ii)

(Quasi Single Entry System)  3
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 1 
 5000  1 
 1000  3

 10,000  5

 2000  6

 1000  7

 500  10

 100  12

 
    

Feb 1  5000 - 5000

3  - 1000 4000

5  10,000 - 14,000

6  2000 - 16,000

7  - 1000 15,000

10  - 500 14,500

12  - 100 14,400

 2021  2 
 10,000  1  2021

 20,000  2

 1000  5

 2000  7
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 500  9

 1000  12

 2000  15

 
    

2021 jan 1  10,000 - 10,000

2  20,000 - 30,000

5  - 1000 29,000

7  - 2000 27,000

9  - 500 26,500

12  - 1000 25,500

15  - 2000 23,500

 3 
 50,000  1  2021

 10,000  3

 5000  5

 2000  10

 1000  10

 10,000  12

 7000  15

 
    

01-01-2021  50,000 - 50,000

03-02-2021  - 10,000 40,000

05-02-2021  5000 - 45,000

10-02-2021  - 2000 43,000
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10-02-2021  - 1000 42,000

12-02-2021  - 10,000 32,000

15-02-2021  7000 - 39,000




Learning out Comes  13.8








Key Words  13.9

  (Barter)  1

  (Debtor)  2

  (Creditor)  3

Terminal Questions  13.10


 1

 2

 3

 4

 5


 1
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 2

 3

 4

 5


 6

 7

 8

 9

 10

 11

 30,000  1 
 2,000  2

 3,000  5

 5,000  8

 2,000  10

 8,000  12

 200  15

 12

 1,00,000  1 
 20,000  2

 10,000  3

 8,000  5

 2,000  8

 5,000  15

 6,000  18
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 13

 50,000  1 
 5,000  2

 8,000  3

 10,000  4

 13,000  5

 1,000  12

 100  15

 10,000  18

Suggested Readings  13.11

1. Advance Accountancy by Shukla and Grewal

2. Principles and Practice of Accounting by R. L. Gupta and V. K. Gupta

3. Advance Accountancy by S. N. Maheshwari and V. L. Maheshwari

4. Advance Accountancy by Arulanandam

5.       Accountancy II Vol. by S. P. Jain and K. L. Narang.
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Introduction  14.0








Objective  14.1


 1

 2

 3

 4

Meaning and Definition   14.2


 1

 2

 3

 4


 Borgo sanse Plocaro Tuscany  1447  Luca Pacioli

 Perugia  1475  70  1517  19 
 Venice 1464 


 1494  1477  University of Perugia

Summa de Arthimetica Geometria Proportioniet Propotionatlita (Every Thing about 
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 Venice  Artihmetic Geometry and Proportion)

 



 (Leadgers)  (Father of Accounting and Book Keeping) 

 (Journal Entries)


 What is due or To Owe  DebitumDebore  Debit 

Something Entrusted to another or a  Creditum  Credit  
 Cr  Dr  loan

Quantoalor debito e anche credito ''Whenever there is a debit entry there is also a  



 credit only''

Nature of Double Entry System  14.3






  (Dual Aspect-concept) 


Asset = Liabilities  





 5  4  3  2  1

Features of Double Entry System     14.4

 
 1

 2
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 3

 4

 5

 
 6

 7

 8



 14.5

Merits and Demerits of Double Entry System

(Merits) 
 

 1

 2


 3

 4


 5


 6

 7

 8

(Demerits) 

 1

 2
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 3

 4

 5

 6

   Principles of Double Entry System      14.6


 1

 2

 3

 4

 5


 (Personal Account)  1

(Debit the Receiver) 
(Credit the Giver) 

 (Real Account)  2

(Debit What comes in) 
(Credit What goes out) 

 (Nominal Account)  3

(Debit all Expenses and Losses) 
(Credit all Gains and Profits) 

Importance of Double Entry System    14.7
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Accuracy1







(Fraud and Errors)  2




(Preparation of Finacial Statments)  3





(Acceptance)  4






 14.8

Difference between Single and Double Entry System


 

 1


 1
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 2


 2

 3


 3


 4


 4


 5  5

 6


 6


 7




 7



 8




 8



 9


 9



 10


 10


 11


 11


 12




 12
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 13


 13


 14

 Double Entry Book Keeping

 14

 Single Entry Book Keeping

Learning outcomes  14.9


 13 

 

 








 1494  



 "Summa Arthimetica Geometrica Proportioniet Propotinalita" 

 





Key Words  14.10

 
  (Debit)  1

  (Credit)  2

  Share 3

   Fraud  4
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Terminal Questions  14.11


 1

 2

 3

 4

 5


 1

 2

 3

 4

 5


 6

 7

 8

 9

 10

 14.12

1. Advance Accountancy by Shukla and Grewal

2. Principles and Practice of Accounting by R. L. Gupta and V. K. Gupta

3. Advance Accountancy by S. N. Maheshwari and V. L. Maheshwari

4. Advance Accountancy by Arulanandam

5.       Accountancy II Vol. by S. P. Jain and K. L. Narang
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Introduction  15.0
















Objectives  15.1


 
 




 
 





 
 
 

Meaning of Ascertaining Profit  15.2
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(Cash Book)  (1


(Personal Accounts)  (2


(Original Vouchers)  (3




(Final Accounts)  (4










(Profit / Loss)  (5




Ascertainment of Profit 



 15.3










(Conversion Method)  (2 (Net Worth Method)  (1

(Net Worth Method)  (1




 (Capital Comparison Method)
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 (i


 (ii





 (iii


 (iv





 2  (v

 4  3 






Statement Showing Profit / Loss made during year

Capital at the end of the period
Add Drawings made during the year
Less Furthre Capital introduced during the year

Adjusted Capital the end of the period
Less Capital at the beginning of the year
Profit / Loss made during the year

xxx
xxx
xxx

xx
xxx

xx
xxx






(Conversion Method)  (2

 (Cash Book) 



1 
 /  2020 
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  88,000 =  31-12-2020

  85,000 =  01-01-2020

  32,000 = 



2020 
  27,000 = 

Statement of Profit for the year 2020

Capital as on 31-12-2020

Add Drawings during the year 2020

Less furtuer Capital introduced

Adjusted Capital ________________

Less Capital as on 01-01-2020

Profit made during the year 2020

88,000

32,000

1,20,000

27,000

93,000

85,000

8,000

2 
31-12-2020   1,00,000/-  01-01-2020 

 10,000/-   1,66,000/- 
 25,000/-  2,000/- 





 2020 
Statement of Profit made during 2020

Capital as on 31-12-2021
Add Drawings during the year
Given to Son
Personal Expenses 2000 x 12

Less further capital introduced
Adjusted Capital
Less Capital as on 01-01-2020
Profit made during the year

1,66,000

10,000
24,000
34,000

2,00,000
- 25,000
1,75,000
1,00,000

75,000

3 


 1,70,000 = 
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 24,000 = 



 1,80,000 = 
  25,000 = 


Statement showing Profit / Loss made during the year

Capital at the end of the year

Add Drawings made during the year

Less Capital introduced during the year

Adjusted Capital

Less Capital at the beginning of the year

Profit made during the year

1,80,000

24,000

2,04,000

25,000

1,79,000

1,70,000

9,000

4 
32,800/- 




61,600/-01-01-2019 
 2019  /31  19,200/-  2019 


 69,600 = 
 49,200 = 
 9,600 = 
 13,200 = 
 3,600 = 
 47,200 = 






 21,600 = 
 44,400 = 
 15,200 = 

 5%  5%  
 2,400/- 

 640/-  960/-  10% 

226



Statement of Affairs as on 31-12-2019

     
Creditors

B.O.D

B/P

O/S Wages

Capital 1-1-2019   60,480

Add Profit                7,060

                              67,540

Add Addl. Capital  19,200

                              86,740

Less Drawings      32,800

69,600

15,200

21,600

960

53,940

1,61,300

Cash

Debtors                49,200

Less Baddebts       2,400

                             46,800

Less P.D.D.            2,340

Prepaid Rent

Stock

Investments

Furniture                 9,600

Less Dep                   480

Machinery             13,200

Less Dep                1,320

3,600

44,460

640

44,400

47,200

9,120

11,880

1,61,300

5 
 2020  /

     




23,000

7,000

1,00,000

1,40,000






14,900

50,700

60,600

13,800

1,40,000

 1,200/-  30,000/- 



31-3-2021 
/31  4,200/-  2020  / 

 2021 
     





18,000

19,200

8,600

Cash





13,160

73,800

80,640

18,000

800
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 5%  5%  10% 
 2021  /31


     





(B/F) 

18,000

19,200

8,600

1,40,600

1,86,400







13,160

73,800

80,640

18,000

800

1,86,400

Statement of Profit for the year ended 31-03-2021

Closing Capital
Add Drawings (30000 + 1200)

Less Capital introduced during the year

1,40,600
31,200

1,71,800

4,200

Less Capital at the beginning
Profit before Adjustments
Less Adjustments :
Depreciation on Furniture                  1,695
Provision for doubtful debts               3,690
Less interest on Capital
Net Profit

1,67,600
1,00,000

67,600

5,380
62,215

5,000
57,215

1380 x 1/10 = 1380 - 
Statement of Affours of Rasheed as at 31-03-2021
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Capital              1,00,000

Add N.P. --           57,215

Add. interest on 1,57,215

             Capital       5,000

Add. Capital       1,62,215

      introduced         4,200

                           1,66,415

Less Drawings      31,200

(30000 + 1200)

O/S Salaries

Sundry Creditors

Bank Overdraft

1,35,215

8,600

18,000

19,200

1,81,015

Furniture    13800 + 4200

                         = 18000

Less Dep.          1695

Stock

Sundry Debtors      73800

----- P.D.D.               3690

Prepaid Rent

Cash

16,305

80,640

70,110

800

13,160

1,81,015

6 


2020  / 2020  /31










2,000

30,000

2,00,000

85,000

1,50,000

18,000

1,32,000

88,000

3,000

20,000

1,90,000

1,40,000

2,70,000

15,000

1,74,000

1,16,000

 50,000/-  90,000/- 


Statement of Affairs as on 1-1-2020
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(B/F) 

1,32,000

88,000

2,65,000

4,85,000








2,000

30,000

2,00,000

85,000

1,50,000

18,000

4,85,000

Statement of Affairs as on 31-12-2020

     



(B/F) 

1,74,000

1,16,000

3,48,000

6,38,000








3,000

20,000

1,90,000

1,40,000

2,70,000

15,000

6,38,000

Statement of Profit for the year ended 31-12-2020

Closing Capital

Add Drawings during the year

Less Additional Capital

Adjusted Capital

Less Capital

Profit made during the year

3,48,000

90,000

44,800

50,000

3,98,000

2,65,000

1,23,000

7 


31-12-2019

 2,70,000

 75,000

 1,20,000

 15,000
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 2,10,000

 1,65,000






2,55,000/-  2019  / 
 31-12-2019  5%  10%  18,000/-


Statement of Affairs as on 31-12-2019

     



(B/F) 

2,10,000

15,000

4,05,000

6,30,000







2,70,000

75,000

1,20,000

1,65,000

6,30,000

Statement of Profit for the year ended 31-12-2019

Capital at the end
Add Drawings

Less Capital in the begining
Net Profit before adjustments
Less Depreciation
Machinary 270000 x 10/100 = 27000
Plant 7500 x 5/100 = 3750
Profit made during the year after adjustment

4,05,000
18,000

4,23,000
2,55,000
1,68,000

30,750
1,37,250

8 


  40,000 
  16,000 
  14,000 




  6,000 


Statement showing Capital at the beginning
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Capital at the end of the year
Add Drawings during the year

Less Capital introduced
Adjusted Capital
Add Loss made during the year
Capital the beginning

40,000
14,000
54,000
16,000
38,000

6,000
44,000

8 


35,000 
12,000 
42,000 
10,000 




Statement showing Capital introduced

Capital at the end
Add Drawings during the year

Less Profit during the year

Less Capital at the beginning
Capital introduced

42,000
10,000
52,000
12,000
40,000
35,000

5,000

Learning Out Comes  15.4
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Key Words  15.5

 (Single Entry System)  (1


 (Net Worth)  (2


 (Statement of Affairs)  (3



Terminal Questions  15.6

 (A

  _________  .1

  __________  .2

  _________ .3

  _______  ________  .4

  ________ .5

 /   .6

 /   .7

 /   .8

 /   .9

 /   .10

 (B

 .1

 .2

 .3

 .4

 (C

 .1
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 .2

 .3

 1,00,000 
 21,000 




 1,20,000 
 15,000 

 .4


 42,000 
 8,000 




 12,000 
 10,000 

 56,000/- 
 .5

 2019  /31 2020  /31











800

12,800

4,200

26,800

3,600

82,000

6,000

16,000

40,000

600

20,000

8,000

34,000

3,800

1,26,000

6,000

16,000

40,000

 12,000/-  14,400/- 




 10% 
 43,600/- 

234



 2020  /31  .6

 1,00,000/-  60,000/-  40,000/-  6,000/- 
 46,000/- 

 2021  /31

 90,000/-  50,000/-  8,000/-  50,000/- 
 90,000/-

 7,200/-  20,000/- 
 /31 

 15,200/- 

Suggested Readings  15.7

1. Modern Accountancy Vol-I - M. Hanif and A. Mukherjee

2. Advanced Accountancy - S. P. Jain and K. L. Narang

3. Advanced Accountancy - Shukla and Grewal

4. Advanced Accountancy - R. L. Gupta and Radhaswamy

5. Advanced Accountancy - A Rulanandam
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Introduction  16.0




















Objective  16.1


 1

 2

 3

 4

 5

Meaning and Definition  16.2














Need of Statement of Affairs  16.3

  


 14  
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 VAT 
 
 

 



 Net Worth Method  (Comparision Method) 




Capital = Total Assets - Total Liabilities

Features of Statement of Affairs  16.4


 1

 2


 3

 4


Preparation of Statement of Affairs  16.5






 1

 2

 3





 4
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 5

 6

 7


 8


 9

 10


 16.6

Advantages and Disadvantages of Statement of Affairs


 1

 2

 3






 1







2



 3



 16.7

Conversion of Single Entry into Double Entry
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 1







 2



 3







 4


 5
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Search of the Missing fiqures or Required information

   1

   2

   3

   4

   5

   6

   7

   8

   9

   10

Total Debtors A/c

   
To Balance b/d (Opening) xxx By Cash A/c xxx

To Credit Sales (B/F) xxx By Bills Receivable xxx

To Bills Receivables (Dishonooured) xxx By Discount xxx

To Freight xxx By Sales Returns xxx

To Transfers xxx By Allowances xxx

To Cash (Refund) xxx By Transfrers xxx

To Balance c/d xxx By Baddebts xxx

       

xxx

By Balance c/d (Closing) xxx

xxx

 2

Total Creditors A/c 

   
To Cash xxx By Balance b/d (Opening) xxx

241



To Bills Payable xxx By Cash (Refunds) xxx

To Purchase Returns xxx To Transfers xxx

To Discount xxx By Bills Payables (Dishonoured) xxx

To Allownces xxx xxx

To Transfers xxx

To Balance c/d xxx

xxx

       

xxx

 3

Bills Receivables A/C

   
To Opening Balance xxx By Cash xxx

To Sundry Debtor (B/R Received

during the year)

xxx By Sundry Debtiors

(B/R dishonoured)

xxx

       

xxx

By Balanced c/d xxx

xxx

 4


   

To cash xxx By Opening Balance xxx

To Sunday Creditors

(B/P dishonoured) 

xxx By Sunday Creditors

(B/P Accepted) 

xxx

To Balance c/d xxx

xxx

      

xxx

 5




242



       
To Balance b/d xx xxx By Payment to

creditors

xxx

To Debtors 

(Cash/Cheque)

xx xxx By wages and expenses

(Cash/Cheque)

xxx

To Cash Sales

Income from investiments

xx By Drawings

Cash/Cheque

xxx

To Sale of Assest xx By Balance c/d xxx

xxx xxx xxx xxx

 6


   

To Opening Stock xxx      xxx By sales xxx     xxx

Purchases                          xxx

To Loss Returnes              xxx

xxx Loss Returns xx     xxx

To Direct Expences xxx By Closing Stock xxx

To Gross Profit xxx

xxx

      

xxx

 7

Asset A/c

   
To opening Balance xxx By Depreciation A/c xxx

To Bank (Parchase of an Asset) xxx By Bank A/c (Sale of an Asset) xxx

To Profit and Loass A/c (Profit on

Sale of an Asset)

xxx

xxx

By Profit and Loss A/c (Loss an sale

of an Asset Balance C/R)

xxx

xxx

xxx xx
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 1
 1,80,000  20000  40,000 

25%  
Cost of goods sold = Opening stock + Purchases - Closing Stock

= 40,000 + 1,80,000 - 20,000        

 = 2,20,000 - 20,000   

= 2,00,000 
  = 25/100 x 2,00,000         

= 50,000        

 = 2,00,000 + 50,000

= 2,50,0000 
 2:

 90,000  25%  1,30,000 
 40,000 

= 25/100 x 1,30,000 = 32,500 
Memorandum Trading A/C

   
To Opening Stock (B/F) 47,500 By Sales A/c 1,30,000

To Purchases A/c 90,000 By Closing Stock 40,000

To Grass Profit     32500

1,70,000

               

1,70,000

 = 1,70,00 - (90,000 + 32500)   

  = 1,70,000 - 1,22,500   

= 47,500                 

  3
 5000  1,90,000  20,000 
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 40,000  40,000  6000 
Total Debtors A/c

   
To Balance b/d 20,000 By Cash A/c 1,90,000

To Credit sales (B/F) 2,21,000 By Sales Returns 5,000

By Bad Debits 6000

               

2,41,000

By Balance c/d    40,000

2,41,000

  = 2,41,000 - 20,000

  = 2,21,000 
   = 

              = 40,000 + 2,21,000

      = 2,61,000 
 4

 2000  55,000  46,000  20,000 
 65,000 

Total Creditors A/c 
   

To Cash A/c 55,000 By Balance b/d 46,000

To Purchases Returns 2000 By Credit Purchases (B/F) 76,000

To Balance c/d    65,000

1,22,000 1,22,000

Total Purchases = Cash purcheses + Credit Purchases

= 20,000 + 76,000   

= 96,000            

 5
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 10,000/-  8000/- 
 5000/-  10,000/- 
 9000/-  29,000 

 24,000  2000/- 
Bills Payable A/c

     

To Cash A/c 9000 By Balance b/d 8000

To Balance c/d 10,000

19,000

By Sunday Creditors (B/F)

(B/P) Accepted

11,000

19,000

Total Creditors A/c

     

To Cash A/c 29,000 By Balance b/d 10,000

To Bills Accepted 11,000 By Credit Purchases (B/F) 35,000

To Balance c/d 5000

45,000 45,000

Toral Purchases = 
                            = 24000 + 35,000

                        = 59,000 
 6

 60,000  10,000/- 
 7000/- 


 1,50,000  36,000 

 1 6 , 0 0 0  3 0 0 0 / -  2 0 0 0 / -

 1,00,000/-  2500/-  55,000

Bills Recivabled A/c
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To Balance b/d 10,000 By Cash A/c 36,000

To Debtors (B/F)

(B/R Received during the year)

45,000 B/R dishonowred 3000

55000

By Balance C/d 16,000

55,000

Total Debtors A/c

     

To Balance b/d 60,000 By Cash A/c 1,50,000

To B/R dishonoured 3000 By Sales Returns 2000

To Credit Sales (B/F) 1,96,000 By Baddebts 7000

2,59,000

By Balance c/d 1,00,000

2,59,000

Total Sales = Cash Sales + Credit sales

= 55,000 + 1,96,000 = 25,1000 
 7

 2020  21

31-12-2019 31-12-2020

 
 18,000 25,000

 9,800 13,200




 1000 1,500

 6,000 4,500


 60,800

 44,000

 12,000
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 1,500

 1,800






3,000

 2,000

 1,500

 5,000

 700

 800

 1000

 800

 200

 500

 5000/- 

Opening Balance Sheet

     

 6,000  18,000

 (B/F) 80027  9,800




 1000

 5000

33,800 33,800

Total Creditors A/c

     

To Purcheses Returns 800 By Balance b/d 6,000

To Cash A/c 44,000 By Credit Purchases (B/F) 44,000

To Discount 700
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To Balance c/d   4500

50,000

            

50,000

Total Debtors A/c

     

To Balance b/d 18,000 By Baddebts 200

To Credit Sales (B/F) 69,300 By Discount 200

By Sales Returns 1000

            

87,300

Cash

By Balance c/d

60,800

25,000

87,300

Cash A/c

     

To Balance b/d 5000 By Sunday Creditors 44,000

To Sunday Debitors 60,800 By Cash purchases 5000

To Capital introduced 2000 By Salaries and wages 12,000

To sale 1500 By Rent and Rates 1500

By Stationery 1800

By Drawings 3000

By Furniture 500

           

69,300

By Balance c/d    1500

69,300

Trading Profit and Loss A/c for the year ending 31-12-2020

     

To Opening Stock 9800 By Sales

To Purcheses Cash 1500

Cash 5000 Credit 69,300
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Credit

Loss Returns

44,000

49,000

800

48200

Loss sales Retuns 70,800

1000          

69,800

By Closing stock 13200

To Grass Profit c/d 25,000

83,000

            

83,000

To Salemans and wages 12,000 By Gross profit b/d 25,000

To Rent and Taxes 1500 By Discount 700

To Stationery 1800

To Baddebts 200

To Discount 300

To Net profit c/d 9,900

25,700 25,700

Balance Sheet as on 31-12-2020

     

Sunday Creditors 4500 By Sunday Creditors 25,000

Capital 27,800 Stock 13,200

+ Net Profit 9,900 Furniture and Fixtures 1000

+ Capital Introduced 2000 Add Purchase  500

1500

- Drawings

39,700

3000

36,700

41,200

Cash 1500

           

41,200

 2021  8
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(Recipts)   (Payments)    

To Recieved from Sunday

Debitors

1,00,000 By Balance b/d 16,000

To Cash Sales 60,000 By Interest an Bank Loan 400

By Drawings 8000

By Salaries 34,000

By Stationery 31,600

By Sunday Creditors 60,000

              

1,60,000

By Cash in hand    10,000

1,60,000



01-01-2021 31-12-2021

 
 32,000 22,000

 36,000 40,880

 88,000 1,20,000

 4000 4000

 60,000 60,000

 6000/-  5%  5% 
Total Debtors A/c

     

To Balance b/d 88,000 By Cash A/c 1,00,000
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To Credit Sales (B/F) 1,32,000

2,20,000

By Balance c/d 1,20,000

2,20,000

Total Creditors A/c

   
To cash A/c 60,000 By Balamce b/d 32000

To Balance c/d 22,000

82000

By Credit parches (B/F) 50,000

82000

Statement of Affairs as on 1-1-20201

   
Sundry Creditors 32,000 Sundry Debtors 88,000

Bank Loan 16,000 Trading stock 36,000

Capital (B/F) 1,40,000

1,88,000

Motor Van

Plant and Machinery

4000

60,000

1,88,000

Trading P & L A/c for the year ended 31-12-2021

   
To opening Stock 36,000 By sales (60,000+1,32,000) 1,92,000

To purchases 50,000 By Closing Stock 40880

To Gross profit c/d 1,46,880

2,32,880 By Gross profit b/d

232880

146880

To salaries 34,000

To stationery 31600

To interest on Bank Loan 400

To Interest on Capital 7000

To Provision for doubtful debts

Depreciation on Debts

6000
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Motor Van 4000x5/100 200

Plant and Machinry 60000x5/100 3000

To Net profit c/d 64680

14688

            

146880

Balance of Mr Javeed as on 31-21-2021

   
Sundry Creditors 22000 Cash in Land 10000

Capital 140000 Sunday Debitors 120000

+ Net Profit 64680 Loss P.D.D 6000

114000

+ Interest on Capital 7000 Closing Stock 40880

- Drawwing

211680

8000               

203680

Motor Van

Loss Depreciation

40000

200      3800

Plant and Machinery 60000

                

225680

Loss Depreciations  3000 

 57000 

225680

Learning outcomes  16.8





 VAT 
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Key Words  16.9

 (Net worth)  1

 (Statement Affairs)  2

 3

Terminal Questions  16.10

 
 1

 2

 3

 4

 5

 
   1

   2

   3

   4

   5

 
 1

 2

 3

 4

 5
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 1

 2

 3

 4

 2020  31  5


 55,000  10,000  40,000  25,000 

 11,000  19,000

16,500  40,000  70,000  750

 3000 





1200  6500  3000 
 2000  3500 

 300  300  600 
 69100  40,000  13050  2020  31 

 5%  10%  23000 
 2400

(  1,65,750  40,750  65,200  )

 2019  6

 6000  20,000

 2019  31 
28,000  1,90,000  94,000  2,34,000 

 
 24,000  22400 

 1000  21,400  1000

 10400  400 
 33000  27200 

 55,000  31,600  78,000 
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 .7

  11,000   10,000   4,000   3,600  2020  /
4,800   18,000   3,600   14,800   20,000 

 


  12,000   12,000  

 20,400 
  6,000   9,600   1,44,000 

 2021  /31   24,000   19,200   16,000   2,400


  86,800   24,800   63,600 

 .8

 2019  /31


  10,560 

  1,94,000 


  1,49,000 
  22,000 

  7,200 
  14,000 
  1,200 

  20,000 



__________ 
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31-12-2018 31-12-2019

   
 41,600 41,600

 26,000 27,200

 20,960 25,200

 1,200 2,400

 18,400 18,800

 400 300

 2019  /31  10% 
  92,240   2,780   50,040 

Suggested Readings  16.11

1. Modern Accountancy Vol-I - M. Hanif and A. Mukherjee

2. Advanced Accountancy - S. P. Jain and K. L. Narang

3. Advanced Accountancy - Shukla and Grewal

4. Advanced Accountancy - R. L. Gupta and Radhaswamy

5.      Advanced Accountancy - A Rulanandam
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 V 
Accounting for Non-Profit Organisations

   Non-Profit Organisation 


 -17 
    Receipts & Payments Account  -18 

   Income & Expenditure Account        -19 
Balance Sheet  -20 
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 :17 
Unit 17 : Non-Profit Organisation

Unit Structure 
Introduction  17.0

Objectives  17.1

Meaning and Definition   17.2

Features  17.3

Need and Importance  17.4

Objectives  17.5

Merits and Demerits  17.6

Charitable Trust  17.7

Liberaries  17.8

Learning Out Comes  17.9

Key Words  17.10

Terminal Questions  17.11

Referance Books  17.12
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Introduction  17.0











Objectives   17.1


 
 
 
 

Meaning and Definition  17.2
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Features  17.3




 Social Service   .1





  .2


 .3

 .4

 .5

 .6



 .7

 .8

 .9

 .10

 .11

 .12

Need and Importance  17.4



 .1

 .2
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 .3

 .4

 .1






 .2





 .3





 .4





Objectives    17.5


 .1

 .2

 .3

 .4

 .5
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 .6

 .7

 .8

Advantages  & Demerits  17.6

 
 .1

 .2

 .3

 .4

 .5

 .6


 .1

 .2

 .3

 .4

 .5

 .6

 .7

Charitable Trust  17.7







 1882 (Public Charitable Trust) 
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 Concurrent list 


25  1956  '8'  2013 


The Hindu  1954 
 Religious Institution and Charitable Endowments Act 1997

 (Irrevocable) 
 

Societies Registration Act 1860 , Religious Endowments Act 1863, 

 Charitable Endowment Act 1890, Indian Trust Act 1882




Income Tax Department 
 (Donors) 


Advantages 

 1

 2

 3

 4

 5

 6


 7

Libraries   17.8
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Merits or Benefits 

 1

 2

 3

 4

 5

 6









 7

Types of Library 


Academic Library  1


























Special Library  2





Public Liberary  3




National Liberary  4
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Learning Outcomes   17.9
















Key Words     17.10

  Hospital  .1

   .2

  Surplus  .3

  Concurrent List .4

  Terminal Questions       17.11


 .1

 .2
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 .3

 .4

 .5


 .1

 .2

 .3

 .4

 .5




 .6

 .7

 .8

 .9

 .10

 17.12

1. Modern Accountancy Vol-I - M. Hanif and A. Mukherjee

2. Advanced Accountancy - S. P. Jain and K. L. Narang

3. Advanced Accountancy - Shukla and Grewal

4. Advanced Accountancy - R. L. Gupta and Radhaswamy

5.      Advanced Accountancy - A Rulanandam
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 18 
Unit 18 : Receipts and Payments Account

Unit Structure 
Introduction  18.0

Objectives  18.1

Meaning and Definition   18.2

Features  18.3

Proforma of Receipts and Payments

Account

 18.4

Uses or Application  18.5

Important Point  18.6

Exercise  18.7

Learning Out Comes  18.8

Key Words  18.9

Terminal Questions  18.10

Reference Books  18.11
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Introduction  18.0













Objectives  18.1


 .1

 .2

 .3

 .4

 .5

Meaning and Definations  18.2


 

 
 

Features  18.3


 .1

 .2
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 .3


 .4

 .5

 .6

 .7


 .8

 .9

 .10

 (Real Account)  .11

Proforma of Receipt and Payment Account  18.4





Receiptal Payment Account 
Dr.      Cr.

Receipts Amount Payment Amount

To opening Balance
To subscriptions
To Donations
To legacies
To Sale of Grass
To Sale of old Furniture
To Sale of old Machinery

xxx
-----
-----
-----
-----
-----

By Salaries
By Rent
By Stationary
By Purchase of Capital Assets
By Travelling Expenses
By Other Expenses
By Balance c/d xxx

xxx xxx
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Uses or Application  18.5


 .1

 .2

 .3

 .4

 .5

Some Important Points       18.6





 Subscriptions  .1
















  Donations  .2




(Non 
 recurring) 

 (Liabilities)  Capitalised
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  Entrance Fee  .3





 Capitalised  Capitalised 


  Life Member Fees   .4


 Capitalised 


  Special Funds   .5

 (Prizes fund) 


 Capitalised 


  Legacies   .6


  Honorarium   .7




 Endowment Fund  .8







 Sale of old Assets  .9
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Practical Questions  18.7

 2020  31  (1) 
 2,70,000 

 1,90,000   2020  50,000 = 2021  1,30,000 = 2019 = 
 10,000  20,000  1,70,000  90,000 

 6,000  5000 


Shan Club's

Receipt and Payment Account
as on 31-12-2020

Dr.      Cr.
Receipts Amount Payments Amount

To Balance b/d
To Subscription
2019
2020
2021
To Rent
To Sale of old Machine

2,70,000

1,30,000
1,90,000
50,000
90,000
6,000

By Salaries
By Wages
By Stationary
By Travelling Expenses

By Balance c/d

1,70,000
20,000
10,000
50,000

4,86,000

7,36,000 7,36,000

 2019  31  2 
 6,70,000  2,20,000 

 10,000   70,000  90,000   1,60,000 
 12000  20,000  60,000 

 2,30,000=  5000 


Receipt and Payment Account
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as on 31-12-2019
Dr.      Cr.

Receipts Amount Payments Amount

To Balance b/d
To Building Fund
To Entrance Fee
To Interest
To Sale of Old News Paper

2,20,000
6,70,000
1,60,000
10,000
5,000

By Wages
By Salaries
By Stationary
By Office Expenses
By Travelling Expenses
By Construction of Building
By Balance c/d

90,000
70,000
60,000
20,000
12,000

2,30,000
5,83,000

10,65,000 10,65,000

 2020  31  (3) 
Income and Expanditure Account

as on 31-12-2020

Expanditure Amount Income Amount
To Generate Expences
To Salaries
To Printing and Stationary
To Depreciation on furniture

60,000
90,000
40,000
10,000

By Subscription
By Entrance Fee
(50% income and 50% Captalised)
By Sale of Grass
By Interest received
By Deficlt (Excess of Expenditure
over income)

1,00,000

50,000
5,000
6,000

39,000

2,00,000 2,00,000

Adjustments 





 10,000 1-1-2020  1

 30,000 31-12-2020  2

 5,000 31-12-2020  3

 13,000 1-1-2020  4

 10,000 31-12-2020  5

 2,50,000 01-01-2020  6

 10,000  7

 50,000 01-01-2020  8

 1,00,000 31-12-2020  9

 2,00,000  10
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 1,00,000  11

  50%  50%  12

Noor clubs

Receipt and Payment Account

as on 31-12-2020
Receipt Amount Payments Amount

To Balence b/d
To Subscription

1,00,000

2,50,000 By General Expenses (-) outstaning at
the and & Bayr

(60,000 - 10,000)

50,000

(-) Outstanding of the Year    30,000
                                               70,000
(+) Outstanding at Opening 
                                               10,000
                                               80,000
(+) Received Inadvance 2020  5,000
To Entrance fee (100%)
To Sale of Grass 
To Interest 
To Duration for Building

85,000
1,00,000

5,000
6,000

2,00,000

By Salaries                               90,000
(+) Opening out Standing        13,000
                                              1,03,000
(-) Closing Outstanding         10,000
By Purchase of Furniture
By Building Constrition Expandit
By Balance   c/d

93,000
60,000
1,00,000
3,43,000

6,46,000 6,46,000

Furniture Account

To Balance b/d
To Purchase (BF)

50,000
60,000

By Depreciation
By Balance c/d

10,000
1,00,000

1,10,000 1,10,000

Learning Outcomes  18.8


 




Key Words  18.9

  Capital Expenses 
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  Capital Income 
  Revenue Income 
  Club 
  Organisation   

   Capitalised  


  Life Time Membership 


Terminal Questions  18.10


 .i

 .ii

 .iii

 .iv

 .v


 .1

 .2

 .3

 .4

 .5


 2021  31  .6

 50,000  1,90,000  1,60,000 
 10,000  30,000  25,000 =  35,000 

 2019  31  .7

 160,000 = 2018  20,000  1,80,000 
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 1,20,000  30,000 = 2020  2,00,000    2019

 1,50,000  80,000  50,000 
 2021 31  .8

Income and Expanditure Account
as on 31-12-2021

Expenditure Amount Income Amount
To Salaries
To office Expenses
To Stationery
To Depreciation on Machinery
To Audit fee
To Travelling Expanses
To Surplus (Excess of income over
Expenditure)

1,00,000
20,000
5,000
20,000
5,000
6,000

1,89,000

By Subscription
By Entrance Fee 50% income
By Sale of news paper
By Interest receivd
By Rent of Hall
By Sale of Grass

3,00,000
20,000
10,000
2,000
8,000
5,000

3,45,000 3,45,000

 Adjustments 





 15,000 01-01-2021  1

 20,000 31-12-2021  2

 10,000 31-12-2021  3

 10,000 31-12-2021  4

 2,00,000 01-01-2021  5

 1,00,000 01-01-2021  6

 2,00,000 31-12-2021  7

 1,00,000  8

 50%  9

 1,00,000  100 
 2018  31  .9

 1,70,000 
 2,00,000 

 1,00,000 
 10,000 =2019  50,000=2018  60,000 =2017 
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 50,000   20,000   20,000 
 10,000   50,000 

 Captalise  (Capitalised)  
 .10

 2020  31  .11

 70,000 = 01-01-2020 
 2,20,000  20,000=2019 

 1,90,000  2,70,000 
 85,000  10,800  20,000 

  3,60,000  10,600  1,20,000  20,800 


 25,000 = 
 10,000 = 
 2,600 = 

 2021  31  .12

 2,10,000  3,10,000 = 01-01-2021 
 11,000 = 2022  2,10,000 = 2021  40,000 = 2020  50,000

 6,600 


 1,60,000  3,60,000 

 2 5 , 8 0 0  2 , 1 0 0  3 , 8 0 0  2 , 8 0 0

 3,200  6,600  10,000

 Reference Books   18.11

1. Modern Accountancy Vol-I - M. Hanif and A. Mukherjee

2. Advanced Accountancy - S. P. Jain and K. L. Narang

3. Advanced Accountancy - Shukla and Grewal

4. Advanced Accountancy - R. L. Gupta and Radhaswamy

5.      Advanced Accountancy - A Rulanandam
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 19 
Income and Expenditure Account

Unit Structure 
Introduction  19.0

Objectives  19.1

Meaning and Defination  19.2

Nature  19.3

Proforma  19.4

Uses or Applications  19.5

Difference between Receipts and Payments Accounts

and Income & Expenditure Accounts




19.6

Practical Questions  19.7

Learning Outcomes  19.8

Key Words  19.9

Terminal Questions  19.10

Reference Books  19.11
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Introduction  19.0








Objectives      19.1


 .1

 .2

 .3

 .4

Meaning and Definations  19.2

 
 

 
 

Nature  
 19.3




 "Deficit"  "Surplus" 


 (Recurring) 

280



 




Proforma of Income and Expenditure Account  19.4






Deficit  Surplus 

Capitalised  (Recurring) 



Income adn Expenditure Account as on 31-12-2020

Dr.      Cr.

Expenditure Amount Income Amount

To Salaries

To Honorarium

To Charities
To Advertisement

to Postage

To News Papers
To Travelling Expenses

To Loss on Sale of Fixed

Asset
To Depreciations

To Audit Fee

To Surplus (Excess of Income
over  Expenditure

---

---

---
---

---
---

---
---

---

---

xxx

By Subscription

By General Donations

To Sale of News Papers
By Rent

By Interest

By Profit and Sale of Fixed
Assets

By Deficit (Excess of
Expenditure over Income

---

---

---
---

---

---

---
---

xxx xxx
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 (1)


 (Outstanding)  (2)



Uses or Applications  19.5


 .1

 .2

 .3

 .4

 .5

 19.6

Difference between Receipt and Payment and Income and Expenditure Account




Income and Expenditure Account


Receipt and Payment Account


 (Revenue)

.1 


.1

(Profit and Loss 
 Account)

.2  (Cash Book) 


.2




.3 


.3




.4  .4
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 S u r p l u s 

 Deficit 



.5

.6






.5

.6

Practical Questions  19.7

 2020  31  


Receipt and Payment Account as on 31-12-2020
Dr.      Cr.

Receipts Amount Payments Amount

To Balance b/d

To Subscription :

2019

2020

2021

To Entrance Fee

To Interest on Investments

To Sale of Gross

To Sale of News Paper

50,000

30,000

1,20,000

40,000

6,000

2,000

4,000

3,000

By Salaries

By Rent

By Postage

By General Expenses

By Machinery Purchase

(1-1-2020)

By Balance c/d

65,000

4,000

7,000

3,200

50,000

1,25,800

2,55,000 2,55,000

Adjustments  





 2000  .1

 .2

 5%  .3

Almas Club's
Income and Expenditure Account as on 31-12-2020
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Dr.      Cr.
Receipts Amount Payments Amount

To Salaries         65,000
(+) Outstanding   2,000
To Rent
To Postage
To General Expenses
To Deprecietion on
Machinary  (50000 x 5%)
To Surplus (Excess of
Income over Expenditure

67,000
4,000
7,000
3,200

2,500
51,300

By Subscription
By Entrance Fee
By Interest
By Sale of Grass
By Sale of News Papers

1,20,000
6,000
2,000
4,000
3,000

1,35,000 1,35,000

 2500=  5%  (1) 

 (2)

 (3)

 (3)

 2021 31  

 (2) 
Receipt and Payment Account as on 31-12-2021

Receipts Amount Payments Amount

To Subscription
(Including of 2020 Rs.70,000
and 2022 Rs.50,000)
To Donation
To Equipment Fund
To Interest on Investment
To Rent Received

3,50,000

2,00,000
3,90,000
50,000
90,000

By Salaries
By Medicine
By Postage
By Clearing charges
By Wages
By Medical Bed
(1-7-2021)
By Balance c/d

90,000
65,000
10,000
30,000
20,000

2,00,000

5,84,000

9,99,000 9,99,000

Adjustments  





 
 .1

  2,00,000  .2

 10,000 (Salaries)  .3

 10%  .4

 30,000 2021  .5
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Zam Zam Hospital
Income and Expenditure Account as on 31-12-2020

Expenditure Amount Income Amount

To Salaries          90,000
(+) Outstanding   10,000
To Medicines
To Postage
To Cleaning Charges
To Wages
To Depreciation on Bed 
(20,00,000 x 5% x 6
months)
To Surplus (Excess) of
income over Expenditure

1,00,000
65,000
10,000
30,000
20,000

10,000

84,000

By Subscription                  3,50,000
(-) Last year 2020                  70,000
                                            2,80,000
(-) Received in advance         50,000
                                            2,30,000
(+)Current year Outstanding  30,000
By interest on investment 
By Rent

2,60,000
50,000
9,000

3,19,000 3,19,000

  (1) 


 (2)

 6  (3)

 2020 31  (3) 
Receipt and Payment Account

as on 31-12-2020
Receipts Amount Payments Amount

To Balance old
To Subscription
To Donation
To Entrance Fee
To Sale of old News Paper
To Interest on investment
To Surplus (Excess of income)
Over Expenditure

10,000
2,20,000
1,00,000

50,000
1,600
1,000

1,71,100

By Salaries
By General Expenses
By Furniture (1-7-2020)
By Muncipal Tax
By Wages
By Postage
By Repairs
By Investment @ 10% (1-7-2020)

70,000
20,000
50,000
5,000

12,000
3,500
1,000

50,000
3,82,600 3,82,600

 40,0002021  30,0002019  1

 20,000

 
 (Donations) 2

 10%  3

 3,000  5,000  4
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Shalimar Gold Club's
Income and Expenditure Account as on 31-12-2020

Expenditure Amount Income Amount

To Salaries
To General Exp.           20,000
(+) Outstanding               5000
To Depreciation on Furniture
(50,000 x 10% x 6/12)
To Municipal Tax
To wages                     12,000
(+) Outstanding             3,000
To Postage
To Repairs
To Surplus (Excess of income
over expenditure)

70,000

25,000
2,500

5,000

15,000
3,500
1,000

52,100

By Subscription                 2,20,000
(-) Last Year 2019                30,000
                                           1,90,000
(-) Received in advance        40,000
                                           1,50,000
(+) Outstanding                     20,000
By Sale of News Papers
By interest on investment
(+) Outstanding                      1,000
50,000 x 10% x 6/12)             1,500

1,70,000
1,600

2,500

1,74,100 1,74,100


 6  (1)

1500   1000  2500  6  (2)


Learning Outcomes  19.8







Key Words  19.9

  Depreciation 
  Capitalisation 

 Capitalised 
  Fixed Assets 
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Terminal Questions  19.10

 .1

 .1

 .2

 6  10%  1,00,000 .3

 .4

 .5

 .2

 .1

 .2

 (Donations)  .3

 .4

 .5

 3

 2020  31   .6

Receipts Amount Payments Amount

To Balance b/d
To Subscription
To Sale of News Papers
To Sale of Grass
To Donations
To Interest
To

65,000
3,50,000
20,000
5,800

1,00,000
30,000

By Salaries
By Wages
By Repairs
By Medical charges
By Traveling Expenses
By Balance c/d

1,30,000
30,000
15,200
8,600
2,900

3,84,100

5,70,800 5,70,800

Adjustments  





 22,000  30,000  .1

 10600 

 2000  5000  .2

 Capitalised  (Donations) .3
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 2000  .4

 2019  30  

 .7

Receipt and Payment Account as on 31-12-2019
Receipts Amount Payments Amount

To Balance b/d
To Subscriptions
2017-18
2018-19
2019-20
To Locker Rent
To Sale of News Paper
To Donation for Building

1,70,000

35,000
2,50,000
20,000
15,000
2,000

2,00,000

By Salaries
By Wages
By Stationary
By General Expenses
To Furniture (1-10-2018)
By Investment
To Builing Construction Expenses
By Balance c/d

50,000
10,000
2,300
6,800

50,000
10,000
45,000

5,17,900

6,92,000 6,92,000

Adjustments  





 5000  .1

 10%  .2

 2000  .3

 2020  31   .8


Receipt and Payment Account as on 31-12-2019

Receipts Amount Payments Amount

To Balance b/d
To Subscriptions
To Donation 
Purchase Books
To Locker Rent
To Entrance Fee

78,000
3,70,000

2,20,000
30,000

1,00,000

By Purchase of Books
By Salaries
By Investment
Purchased (1-1-2020)
By Wages

By Balance c/d

60,000
50,000

50,000
30,000

6,08,000

7,98,000 7,98,000

Adjustments  





       01-01-2020       31-12-2020
Cash in hand   78,000    ----
Outstanding Subscription   30,000 50,000
Outstanding Salaries     5,000   7,000
Building 1,00,000 80,000
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 2019  31  .9

Receipt and Payment Account
as on 31-12-2019

Receipt Amount Payments Amount

To Balance b/d
To Rent of Hall
To Donation for Building
To Subscription
To Donation for Reading Table
To Sale of old News Paper
To Entrance Fee

2,70,000
30,000

1,30,000
5,20,000
2,00,000

10,000
50,000

By Salaries
By Wages
By Purchaes of Books
By Purchaes of Tables
By Electricity
By Audit Fee
By Repairs of Books 
By Postage
By Purchaes of News Paper
By General Charges
By Balance c/d

1,00,000
20,000
50,000
70,000
5,900
2,000
5,000
3,200

15,000
2,000

Adjustman 





 50,0002020  20,0002018  1

 50,000  2

 10,000  3

 50% 4

 2021  31  .10

Particulars 01-01-2021 31-12-2021

Out Standing Subscription
Out Standing Salaries
Cash in Hand
Investment 5%
Subscription Received in advance

5600
5000

2,20,000
1,00,000

8000

15,800
10,000

---
1,00,000
13,000

Receipt and Payment Account
as on 31-12-2021

Receipt Amount Payments Amount
To Balance b/d
To Subscription
To Donation (50% Capitalised)
To Entrance Fee (50% Capitalised)
To Rent
To Interest
To Sale of Grass

2,20,000
3,90,000
1,00,000
2,00,000

20,000
5,000
1,000

By Salaries
By Wages
By Traveling Expenses
By Printing
By Furnture Purchase (01-01-2021)
By Repairs 
By Building Repairs
By Balance e/d

1,00,000
40,000
5,100
2,700

1,00,000
8,500

2,10,000
4,69,700
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9,36,000 9,36,000

 2019  31 
 .11

Opening Balance Sheet (01-01-2019)

Stability Amount Payments Amount

Capital Fund
Out Standing Salary

5,00,000

20,000

Cash
Building
Out Standing Subscription
Investment (10% Pa)

1,60,000
2,10,000

50,000
1,00,000

5,20,000 5,20,000
 Receipt and Payment Account

as on 31-12-2021
Receipt Amount Payments Amount

To Balance b/d
To Subscription  2018
                            2019
                            2020
To Donation for Building
To Rent
To Sale of News Paper

1,60,000
50,000

1,60,000
20,000

2,00,000
6,900
2,200

By Salaries
By Interest on Investment
By Wages
By Traveling Expenses
By Printing
By Furnture (01-01-2019)
By Balance e/d

1,60,000
5,000

10,500
5,600
2,900

1,00,000
3,15,100

9,36,000 9,36,000

Adjustments 





 60,000 = (2019)  1

 10,000 = (2019)  2

 5,000 = (2019)  3

 .12

 .13

 .14

Reference Books  19.11

1. Modern Accountancy Vol-I - M. Hanif and A. Mukherjee

2. Advanced Accountancy - S. P. Jain and K. L. Narang

3. Advanced Accountancy - Shukla and Grewal

4. Advanced Accountancy - R. L. Gupta and Radhaswamy

5.      Advanced Accountancy - A Rulanandam
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 20 
Non-Profit Organisation (Balance Sheet)

Unit Structure 
Introduction  20.0

Objectives  20.1

Meaning and Definition   20.2

Need  20.3

Proforma of Balance Sheet  20.4

Practical Questions  20.5

Learning Outcomes  20.6

Key Words  20.7

Terminal Questions  20.8

Reference Books  20.9
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Introduction  20.0







Objectives    20.1


 .1

 .2

 .3

 .4

Meaning and Definitions  20.2


 

 
 
 
 

 Statement of Financial ConditionStatement of Financial Position

Need for Preparation of Balance Sheet  20.3
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Proforma of Balance Sheet   20.4




Balance Sheet as on _______________

Responsibilitys  Amount  Assets  Amount 
Capital Fund

(+) Surplus

(-) Deficit

Capitalised Amount:

Donations

Entrance Fee

Building Fund

Outstanding Liabilities:

Outstanding Salaries

Outstanding Wages and

other Expenses

Play Ground

Building

Furniture

Machinerg

Sport Materials

Investment

Cash at Bank

Cash in Hand

Outstanding Subscriptions

Outstanding incomes

xxx xxx

 Capital Fund

 Surplus or Deficit

  

Practical Questions  20.5

 2019 3 
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Noor Club's
Receipt and Payment Account as on 31-12-2019

Receipts  Amount  Payments  Amount 
To Balance b/d
To Subcription
2018
2019
2020
To Donation for Building
To Locker Rent
To Entrance Fee
To Interest on Investment

2,20,000

1,10,000
3,70,000
50,000

4,00,000
50,000
3,000
5,000

By Salaries
By Interest Paid
By General Expenses
By Wages
By Outstanding Expenses of last
year paid
By Construction of Building
By Investment purchased
(1-1-2019 @ 10%)
By Balance c/d

1,30,000
20,000
20,000
15,600
20,000

2,00,000
1,00,000

7,02,400

12,08,000 12,08,000

Noor Club's
Opening Balance Sheet as on 31-12-2018 (01-01-2019)

Liabilities Amount Assets Amount

Capital fund

Outstanding expenses

6,10,000

20,000

Building
Machinary
Outstanding subscription
Cash in hand

2,00,000
1,00,000
1,10,000

21,20,000

6,30,000 6,30,000






 1,00,000 2019  .1

 10%  5%  .2

 Capitalised  50% .3


Noor Club's

Income and Expenditure Account as on 31-12-2019
Expenditure Amount Income Amount

To Salaries
To Interest paid
To General Expenses
To Wages
To Depreciation :
as building 5% = 
on Machinary 10%
To Surplus

1,30,000
20,000
20,000
15,600

10,000
10,000

3,25,900

By subscription             3,70,000
(+)  Outstanding            1,00,000
By Locker Rent
By Entrance Fee 3000 x 50%
By interest an investment
100,000 x 10% =              5000
(+) Out standing               5000

4,70,000
50,000
1,500

10,000
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5,31,500 5,31,500

Noor Club's
Balance Sheet as on 31-12-2019

Liabilities Amount Asset Amount

Capital Fund       6,10,000
(+) Surplus          3,25,900
Subscription Received in
advance
Donations
4,00,000 - 2,00,000
Entrance fee 3000 x 50%

9,35,900
50,000

2,00,000
1,500

Investment Building      2,00,000
5% Depreciation              10,000
Machinery                     1,00,000
(-) 10% Depreciation       10,000
Cash in hand
Outstanding interest on
investment
Outstanding subscription

1,00,000
1,90,000

90,000
7,02,400

5,000

1,00,000
11,87,400 11,87,400

 2018 31  2 


Income and Expenditure Account
Expenditure Amount Income Amount

To Salaries
To Travelling Expenses
To Telephone Expenses
To Audit Fees
To Dinner Expenses
To Depreciation on Sport
Material
To Surplus

1,00,000
12,000
3,000
5,000

50,000

10,000
2,75,000

By Subscription
By Entrance Fees
By Dinner Fund
By Locker Rent

3,00,000
50,000

1,00,000
5,000

4,55,000 4,55,000

1-1-2018 31-12-2018
Outstanding subscription 20,000 40,000
Subscription Received in advance 5,000 8,000
Salaries Outstanding 5,000 10,000
Building 2,00,000 2,00,000
Sports Material 50,000 1,00,000
Cash in hand 30,000 ----


Hyderabad Rotary Club

Receipt and Payment Account as on 31-12-2018
Receipt Amount Payments Amount
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To Balance b/d
To Subscription           3,00,000
(+) Outstanding opening 20,000

3,20,000
(-) Outstanding closing 40,000

2,80,000
(+) Received in advance (2019)

8000
2,88,000

(-) Received in advance open 
5000

To Locker Rent
Entrance Fee
Dinner Fund

30,000

2,83,000

5000
50,000

1,00,000

By Salaries                        1,00,000
(-) Outstanding 2018            10,000

90,000
(+)  Outstanding opening       5,000
Travelling Expenses
By Telephone Expenses
By Audit Fees

By purchase of sports materials 
1,00,000

(-) Opening balance              50,000
50,000

(+) Depreciation                   10,000
By Dinner Expenses
By Balance c/d

95,000
12,000
3,000
5,000

60,000
50,000

2,43,000

4,68,000 4,68,000

Hyderabad Rotary Club
Balance Sheet (Closing) as on 31-12-2018

Expenditure Amount Income Amount

Capital Fund       2,90,000

(+)  Surplus         2,75,000

Subscription received in

advance

Salaries Outstanding

5,65,000

8,000

10,000

Building 

Sport Equipment

Cash

Outstanding subscription

2,00,000

1,00,000

2,43,000

40,000

5,83,000 5,83,000

Opening Balance Sheet as on 01-01-2018

Liabilities Amount Assets Amount

Capital Fund

Subscription

Received in advance

Salaries Outstanding

2,90,000

5000

5000

Outstanding subscription 

Building

Sports Material

Cash in Hand

20,000

2,00,000

50,000

30,000

3,00,000 3,00,000

 2020  31  (3) 
Receipt and Payment Account as on 31-12-2020
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Receipt Amount Payment Amount

To Balance b/d

To Subscription

To Sale of Old Newspapers

To Rent Ground

To Donation for Tournament

To Entrance Fee

70,000

80,000

500

3000

1,00,000

50,000

By Tournemtn Expenses

By General Expenses

By Printing and Stationary Exp.

By Purchase of Sport Equipment

(1-1-2020)

By Honorarium

By Salaries

by Balance c/d

40,000

3,800

2,000

20,000

1,200

45,000

1,91,500

3,03,500 3,03,500

 2020   

 1,00,000 = (Play Ground)  .1

 50,000  Sport Material   .2

 10,000 (Outstanding subscription)  .3

 15,000  2020 31  .4

 50%  .5

 50%  .6

 5000  .7


Balance Sheet (Opening) as on 1-1-2020

Liabilities Amount Assets Amount

Capital Fund

(Balancing Figure)

2,30,000 Cash

Play Ground

Outstanding Subscription 

Sport Material

70,000

1,,00,000

10,000

50,000

2,30,000 2,30,000
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Income and Expenditure Account as on 1-1-2020

Expenditure Amount Income Amount

To General Expense
To Printing and Station
To Honorarium
To Salaries                45,000
(+) Outstanding          5,000 
To Sport Material
Deprecitaiton 50%
(70,000 x 50%)
Surplus (Excess of Income
over Expenditure)

3,800
2,000
1,200

50,000
35,000

21,500

By Subscription                  80,000
(-)Opening outstanding       10,000
(+) Current year                  70,000
Outstanding                        15,000
By Sale of Old News paper
By Rent Ground
By Entrance fee 50%

85,000
500

3,000
25,000

1,13,500 1,13,500

Balance Sheet (Closing) as on 1-1-2020
Liabilities Amount Assets Amount

Capital Fund          2,30,000
(+) Surplus                21,500
Tournament food   1,00,000
(-) Expenditure         40,000
Entrance Fee             50,000
(-) 50% Income         25,000
Outstanding Salaries

2,51,500

60,000

25,000
5,000

Play Ground
Sport Material                   50,000
(+) Purchase                      20,000
                                          70,000
(-) 50% Depreciation         35,000
Cash
Outstanding Subscription

1,00,000

35,000
1,91,500
15,000

3,41,500 3,41,500

Learning Outcomes  20.6


 (Asset) 

 (Opening Balance Sheet)  (Liabilities) 
 (Closing Balance Sheet) 


 Capital Fund 

Key Words     20.7





  Capital Fund 

  Assets 
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  Liabilities 
  Locker Rent 

  Investment 
  Opening Balance Sheet 
  

Terminal Questions  20.8

 .I

 .1

 .2

 Capitalised .3

 10%  2,00,000 .4

 10%  1,00,000 .5

 .II

 .1

 .2

 .3

 .4

 .5


 2019  31 



 .6
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Receipt and Payment Account as on 31-12-2019

Receipt Amount Payment Amount

To Balance b/d
To Subscription
To Interest on Investment
Donation for Building

35,000
40,000

1,750
75,000

By General Expenses 
By Purchase of Sport Material
(1-1-2019)
By Wages
By Salaries    
By Balance c/d

3,500
10,000

10,000
12,500

1,15,750

1,51,750 1,51,750

Opening Balance Sheet (01-01-2019)

Liabilities Amount Assets Amount

Capital Fund
1,15,000

Cash
Machinery
Outstanding Subscription
Sport Material

35,000
50,000
5,000

25,000
1,15,000 1,15,000






 10,000=  2019  (1)

 Capitalised  (2)

 2,500  (3)

 2019 31 



 .7


Receipt and Payment Account as on 31-12-2019

Receipt Amount Payment Amount
To Balance b/d
To Subscription
2018
2019
2020
To Ground Rent
To Interest 
To Sale of Grass

2,00,000

25,000
1,50,000

10,000
15,000

5,000
6,000

By Salaries
By Wages
By Administrative Expenses
By Travelling Expenses
By Machinery Purchase
(1-7-2019)

By Balance c/d

70,000
30,000
20,000
6,000

1,00,000

1,85,000

4,11,000 4,11,000

 (1-1-2019) 
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 2,00,000=  .1

 2,00,000=  .2

 50,000=  .3





 (31-12-2019) 
 30,000=  .4

 10,000 =  .5

 10%  .6

 5%  .7

 2021 31   .8
Blu Rose Club's 

Income and Expenditure Account as 31-12-2021
Receipt Amount Payment Amount

To Salaries
To Audit Fee
To Stationary
To General Expenses
To Depreciation on
Furniture
To Honorarium
To Surplus

1,00,000
10,000
5,000
6,000

10,000
12,000

3,57,000

By Subscription
By Interest
By Rent
By Entrance Fee 
(100,000 x 50% Capitalised)

4,20,000
20,000
10,000
50,000

5,00,000 5,00,000

01-01-2021 31-12-2021
Furniture 1,00,000 90,000
Outstanding Subscription 10,000 30,000
Salaries Outstanding 5,000 10,000
Machinery 1,00,000 2,00,000
Cash in hand 2,00,000

 4,05,000  Capital Fund 
 3,57,000  Surplus

 8,22,000  
90,000 + 30,000 + 200,000 + 502,000  Asset

405,000 + 357,000 + 10,000 + 50,000  Liabilities

 2020  31  .9
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Receipt and Payment Account as on 31-12-2020

Receipt Amount Payment Amount

To Balance b/d

To Subscription:                     2019

2020

                                               2021

To Donation for Building

To Sale of News

To Inter est

3,80,000

1,00,000

3,90,000

50,000

5,00,000

2,000

3,000

By Salaries

By Wages

By Rent

By Travelling Expenses

By Office Expenses

By News Paper

By Building Construction

By Balancee c/d

80,000

10,000

15,000

8,000

6,200

2,300

2,00,000

11,03,500

14,25,000 14,25,000

Adjustments 





01-01-2020                         31-12-2020

Opening Cash

Outstanding Subscription

Outstanding Selan's

Subscription Received Inadvance

Meachine

3,80,000

1,00,000

20,000

---

1,00,000

---

1,00,000

40,000

50,000

90,000

 2021  31  .10


01-01-21 31-12-21

Cash

Investment

Books

Outstanding Subscription

Subscription Received In Advance

Furniture

Building

Out Staning Salaris

2,20,000

1,00,000

1,00,000

10,000

20,000

2,00,000

3,00,000

20,000

---

2,00,000

1,50,000

30,000

5,000

1,80,000

5,00,000

30,000
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Receipt and Payment Account 
as on 31-12-2021

Receipt Amount Payment Amount

To Balance b/d
To Subscription
To Donation
To Interest an Investment
To Rent

2,20,000
3,70,000
2,00,000

10,000
5,000

By Salaries
By Wages
By Investment (01-07-2021)
By Books
By Building
By Balance c/d

2,10,000
2,500

1,00,000
50,000

2,00,000
2,42,500

8,05,000 8,05,000

Adjustment 





 20,000  1

 5,000 
 2

 2,00,000  3

 .11

 .12

Reference Books  20.0

1. Modern Accountancy Vol-I - M. Hanif and A. Mukherjee

2. Advanced Accountancy - S. P. Jain and K. L. Narang

3. Advanced Accountancy - Shukla and Grewal

4. Advanced Accountancy - R. L. Gupta and Radhaswamy

5.      Advanced Accountancy - A Rulanandam
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Depreciation

   Depreciation  -21 
    Straight Line Method  -22 

   Diminishing Balance Method  -23 




 -24 

Annuity and Fund Investment Method
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 21 
Depreciation

Unit Structure 
Introduction  21.0

Objectives  21.1

Meaning and Definition  21.2

Features  21.3

Uses  21.4

Clarification of Assets  21.5

Causes of Depreciation  21.6

Factors Effect on Depreciation  21.7

Objectives of Depreciation  21.8

Advantages of Depreciation  21.9

Disadvantages of Depreciation  21.9.1

Methods of Depreciation  21.10

Learning Out Comes  21.11

Key Words  21.12

Terminal Questions  21.13

Reference Books  21.14
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Introduction  21.0








Objectives  21.1


 
 
 
 
 

Meaning and Definition  21.2

 Pretium  De  Depretium  Depreciation 
 Depreciation 

 Depreciation


 (Pickles)







(Accounting  Institute of Chartered Accounts of India

 Standard - 6)

"Dpereciation as a measure of the wearing out, consumption or other loss of value of a

depreciable asset arising from use affluxion of time or obsolescence through technology and

market changes".
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 International Accounting Standard Committee (IASC)

"Depreciation is the Allocation of the depreciable amount of an Asset over its estimated

useful life".


According to Spicer and Degler

"Depreciation may be difined as a measure of the exhaustion of the effective life of an

asset from any cause during a give period".

 Spicer and Degler


According to Institute of Cost and Management Accountants England

"Depreciation is the diminution in intrinsic value of an asset due to use and or the laps

of time".












According to Cropper

"Depreciation is the diminution in the value of assets owing to wear and tear effluscion

of time obsolescence or similar cause".




According to L.N. Carter

"Depreciation is the gradual and permanent decrease in the value of asset from any

cause".




Features of Depreciation  21.3




 .1

 .2

 .3
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 .4

 .5

 .6

 .7

 .8

 .9

 .10

 .11

 .12

Uses  21.4




   .1





   .2





 .3

 .4

Classification of Assets  21.5
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 .2  .1

Current Assets  .1

 (Cash) 
 (Bills Recievable)  (Debtors)  


Fixed Assets  .2









 (Book Value) 


Causes or Reasons of Depreciation  21.6




 .2  .1

 .4  .3

 .6  .5


 .1




 (Laps of Time)  .2
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(Copy Rights)  Patents 



 (Lease) 






 (Wear and Tear)  .3




 .4








 .5









 .6
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Factors Effecting on Depreciation  21.7






 .3  .2  .1

Cost of Asset  .1














 .1
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 .2

 .3

 .4

 .5

 +  +  +  = 
Residual Value or Scrap Value  .2





 (Scrap) 







= Cost of Asset - Scrap value / Life  =  / 

Life of Asset  .3




 3 
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Objective of Providing Depreciation  21.8









 .2  .1

 .4  .3

 .5

Ascertaining the Cost of Production 



 .1









Ascertaining of True Profit  .2







Presentation of Financial Position  .3

   (Balance Sheet) 
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Fund for Replacement of Assets  .4









Tax Benefits  .5






Advantages of Depreciation  21.9


 (Valuation of Asset)  .1




 (Matching Expenses)  .2

 (Matching Principles) 
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 (Fund for Replacement of Assets)  .3





 (Measure True for Profit and Loss)  .4




 (Recovery of Expenses)  .5




 (Tax Benefits)  .6

 




Disadvantages of Depreciation  21.9.1


 .1




 .2


 .3

 .4


 .5
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Methods of Depreciation  21.10


(Straight Line Method)  .1

(Diminishing Balance Method)  .2

(Annuity Method)  .3

(Depreciation Fund or Sinking Fund Method)  
 .4

(Machine Hour Rate Method)  .5

(Depletion Method)  .6

 (Straight Line Method)    .1


 22 

 (Diminishing Balance Method)  .2




 23 
 (Annuity Method)  .3




 


 24 

 (Depreciation Fund or Sinking Fund Method)  
 .4




 24 
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 (Machine Hour Rate Method)  .5






 2,000  10   1,00,000


  1,00,000 = 

 10 = 
 2,000 = 

 20,000 =  10 x 2,000 =  10

  5 =  /  = 

  5 


 (Depletion Method)  .6








Learning Out Comes  21.11


 Depreciation 
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Key Words  21.12

  (Fixed Asset) 


  (Current Asset) 



  


  (Copy Right) 
  Patents




  (Intangible Asset) 














  (Tangible Asset)




  (Lease) 

Terminal Questions  21.13

 .A

 ___________  .1
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 ______________  .2

 ____________  .3

 _____________  .4

 ______________ Depreciation  .5

 .B

 .1

 .2

 .3

 .4

 .5

 .C

 .6

 .7

 .8

 .9

 .10

Referance Books  21.14
1. Principles and Practice Of Accounting - R.L. Gupta & V.K. Gupta, Sultan 

Chand & Sons. 
2. Advanced Accountancy - Shukla And Grewal, S. Chand & Co. 
3. Advanced Accountancy - R. L. Gupta &Radhaswamy, Sultan Chand & Sons. 
4. Advanced Accountancy (Vol-II) - S. N. Maheshwari& V. L. Maheswari, Vikas. 
5. Accountancy-Iii - Tulasian, Tata Mcgraw Hill Co.
6. Advanced Accountancy - Arulanandam; Himalaya. 
7. Accountancy-Iii - S.P. Jain & K.L Narang, Kalyani Publishers. 
8. Guidance Note On The Revised Schedule Vi To The Companies Act 1956, 

The Institute Of Chartered Accounts Of India. 
9. Advanced Accounting (Ipcc) - D. G. Sharma, Tax Mann Publications.
10. Advance corporate accounting B Krishna Rao, S Krishna Goud, 

KSrilathareddy.
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   22 
Straight Line Method

Unit Structure 
Introduction  22.0

Objectives  22.1

Meaning and Definition  22.2

Rate of Depreciation  22.2.1

Life of Machine  22.2.2

Nature  22.3

Uses  22.4

Advantages  22.5

Disadvantages  22.5.1

Purchase of Second Machine During the Year   22.6

Financial Year  22.7

Sale of Machine  22.8

Profit in Sal of Machine  22.8.1

Learning Out Comes  22.9

Key Words  22.10

Terminal Questions  22.11

Reference Books  22.12
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Introduction  22.0

















Objectives  22.1


 
 
 
 

Meaning and Definition   22.2


 Straight Line Method 
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 .1

 (Life)  .2

Rate of Depreciation  22.2.1


 15%  10%  5% 

 (Original Cost)  20%

  




 20%   50,000  2019  1 


20% =   50,000 = 
 =  X  = 50,000 x 20/100   10,000

 31 
Machine Account

     

019 

Jan 1

2020 

Jan 1

2021 

Jan 1

To Cash

To Balance b/d

To Balance b/d

50,000

50,000

40,000

40,000

30,000

019 

Dec 31

2020 

Dec 31

2019 

2021

y Depreciation

By Balance c/d

By Depreciation

By Balance c/d

By Depreciation

By Balance c/d

10,000

40,000

50,000

10,000

30,000

40,000

10,000

20,000
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2022 

Jan 1

2023

Jan 1

To Balance b/d

To Balance b/d

30,000

20,000

20,000

10,000

10,000

 

Dec

31

2022 

Dec

31

By Depreciation

By Balance c/d

By Depreciation

30,000

10,000

10,000

20,000

10,000

10,000

 (Life of Machine)  22.2.2


 10  5 




Depreciation =  =
 - 





 5  5   25,000  2017  2 
 5   5000 (Scrape Value) 

 =  -  = 25,000 - 5,000 = 20,000 /  5

 = 20,000 /  5 =  =   4,000

Dr. Machine Account Or.
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2019

Jan 1

2018

Jan 1

2019

Jan 1

2020

Jan 1

2021

Jan 1

To Bank

To Balance b/d

To Balance b/d

To Balance b/d

To Balance b/d

25,000

25,000

21,000

21,000

17,000

17,000

13,000

13,000

9,000

9,000

2017

Dec 31

2018

Dec 31

2019

Dec 31

2020

Dec 31

2021

Dec 31

By Depreciation

By Balance c/d

By Depreciation

By Balance c/d

By Depreciation

By Balance c/d

By Depreciation

By Balnce c/d

By Bank (Sale & Crape)

By Depreciation

4,000

21,000

25,000

4,000

17,000

21,000

4,000

13,000

17,000

4,000

9,000

13,000

5,000

4,000

9,000



Nature  22.3
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Uses  22.4








 .1


 .2

 .3

 .4

 .5

 .6

 .7


Conditions 


 .1

 .2

 .3

Advantages of Straight Line Method  22.5


 .1

 .2

 .3

 .4

 (Life)  .5

 .6

 .7

 .8
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Demerits  22.5.1


 .1


 .2

 .3

 .4

 .5

 .6


  30,000  2018  3 

 3 
 =  -  /  = 30,000 - 0 = 30,000 /  3 =   10,000

Dr. Machine Account Or.

     
2018

Jan 1

2019

Jan 1

2020

Jan 1

To Bank

To Balance b/d

To Balance b/d

30,000

30,000

20,000

20,000

10,000

10,000

2018

Dec 31

2019

Dec 31

2020

Dec 31

By Depreciation

By Balance c/d

By Depreciation

By Balance c/d

By Depreciation

10,000

20,000

30,000

10,000

10,000

20,000

10,000

10,000

 22.6

During the year Purchase of Second Machine

  1,00,000  2020   50,000  2018  4 
 10% 
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 =  x  
 = 50,000 x =   5000

 = 1,00,000 x =   10,000


 6  2020 

 2021  62020 

  5,000 = 1,00,000 x 10% x  6 2020 
Dr. Machine Account Or.

     
2018

Jan 1

2019

Jan 1

2 0 2 0

Jan 1

July 1

2021

Jan 1

2022

Jan 1

To Bank

To Balance b/d

To Balance b/d

To Bank

(Second Machine)

To Balance b/d

To Balance b/d

50,000

50,000

45,000

45,000

40,000

1,00,000

1,40,000

1,30,000

1,30,000

1,15,000

2018

Dec 31

2019

Dec 31

2020

Dec 31

2021

Dec 31

By Depreciation

By Balance c/d

By Depreciation

By Balance c/d

By Depreciation

(First Machine)

By Depreciation

(Second Machine)

for six month 

(10,000 x 6/12)

By Balance c/d

By Depreciation

(First Machine)

By Depreciation

(Second Machine)

By Depreciation

5000

45,000

50,000

5000

40,000

45,000

5000

5000

1,30,000

1,40,000

5000

10,000

1,15,000

1,30,000

Question on  Financial Year  22.7
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  50,000  2019   1,00,000  2018  5 
 3  10% 


 =  x 
 = 50,000 x = 5000

 = 1,00,000 x = 10,000


Dr. Machine Account Or.

     
2018

Apr 1

2019

Apr 1

2020

Apr 1

2020

Apr 1

To Bank

To Balance b/d

To Bank

(Second Machine)

To Balance b/d

To Balance b/d

1,00,000

1,00,000

90,000

50,000

1,40,000

1,27,500

1,27,500

1,12,500

2019

Mar 31

2020

Mar 31

2021

Mar 31

By Depreciation

By Balance c/d

By Depreciation 

First Machine

By Depreciation 

Second Machine for Six

Months 5000x6m

By Depreciation

By Depreciation 

(First Machine)

By Depreciation 

(Second Machine for year)

By Depreciation

10,000

90,000

1,00,000

10,000

2,500

1,27,500

1,40,000

10,000

5000

1,12,500

1,27,500

Sale of Machine  22.8
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  10,000     90,000  2018  6 
 10%   50,000  2020  20 


90,000 + 10,000 = 1,00,000  

1,00,000 x 10% =   10,000 
 30 2020 

1,00,000 x 10% x 6/12 = 5,000   6 
Dr. Machine Account Or.

     
2018

Jan 1

2019

Jan 1

2020

Jan 1

To Bank

To Bank

To Balance b/d

To Balance b/d

90,000

10,000

1,00,000

90,000

90,000

80,000

80,000

2018

Dec 31

2019

Jan 1

2020

Jun 30

By Depreciation

By Balance c/d

By Depreciation

By Balance c/d

By Depreciation 6 Months

By Sale

By Loss on Sale 

800w - 550w

10,000

90,000

1,00,000

10,000

80,000

90,000

5,000

50,000

25,000

80,000

10,000  2018  30   50,000  2016  7 
 5   1,00,000  2018    

 4 
50,000 /  5 =   10,000  =  
 6  2018  30 

50,000 /  5 x 6/12 =   5,000

 6  2018 
1,00,000 /  5 x 6/12 =   10,000

Dr. Machine Account Or.
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2016

Jan 1

2017

Jan 1

2018

Jan 1

July 1

2019

Jan 1

2020

Jan 1

To Bank (1st Machine)

To Balance b/d

To Balance b/d

To Bank (2nd Machine)

To Balance b/d

To Balance b/d

50,000

50,000

40,000

40,000

30,000

1,00,000

1,30,000

90,000

90,000

80,000

2016

Dec 31

2017

Dec 31

2018

Jun 30

Dec 30

2019

Dec 31

By Depreciation

By Balance c/d

By Depreciation

By Balance c/d

By Dep. 1st Machine for 6

Months

By Cash (Sale)

By Loss on Sale (30,000-15,000)

By Dep. 2nd Machine for 6

Months

By Balance c/d

By Depreciation

By Balance c/d

10,000

40,000

50,000

10,000

30,000

40,000

5,000

10,000

15,000

10,000

90,000

1,30,000

10,000

80,000

90,000

  1,00,000 2016   50,000  2015  8 
 2017   20,000  2017  30 

 10%   1,00,000
 2017  30 50,000 x 10% =   50,000 =  

50,000 x 10% x 6/12 =   2,500 =  6 
 6  2  = 

50,000 - 12,500 = 37,500  2017  30

37,500 - 20,000 =   17,500 
Dr. Machine Account Or.
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2015

Jan 1

2016

Jan 1

Jul 1

2017

Jan 1

Jul 1

2018

Jan 1

2019

Jan 1

To Bank

To Balance b/d

To Bank (2nd Machine)

To Balance b/d

To Bank (3rd Machine)

To Balance b/d

To Balance b/d

50,000

50,000

45,000

1,00,000

1,45,000

1,35,000

1,00,000

2,35,000

1,80,000

1,80,000

1,60,000

2015

Dec 31

2016

Dec 31

Dec 31

Jun 30

Dec 31

Dec 31

By Depreciation

By Balance c/d

By Depreciation 1st Mach.

By Dep. 2nd Mach. for 6m

By Depreciation

By Dep.2nd Mach. for 6m

By Sale

By Loss and Sale

By Dep. 2nd Machine

By Dep. 3rd Mach. for 6m

By Balance c/d

By Dep. 2nd Machine

By Dep. 3rd Machine

By Balance c/d

50,000

45,000

50,000

5,000

5,000

1,35,000

1,45,000

2,500

20,000

17,500

10,000

5,000

1,80,000

2,35,000

10,000

10,000

1,60,000

1,80,000

Profit on Sale of Machine  22.8.1

  1,00,000  2016   50,000  2015 
80,000  2017     45,000  2017  30 

 10%  
  50,000 = 2015  

  1,00,000 = 2016 
  80,000 = 2017 

 =  10 = 

Dr. Machine Account Or.
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2015

Jan 1

2016

Jan 1

July 1

2017

Jan 1

Jun 30

July 1

2018

Jan 1

2019

Jan 1

To Bank

To Balance b/d

To Bank (IInd Machine)

To Balance b/d

To Profit on Sale

To Bank IInd Machine

To Balance b/d

To Balance b/d

50,000

50,000

45,000

1,00,000

1,45,000

1,35,000

7,500

80,000

2,22,500

1,61,000

1,61,000

1,43,000

2015

Dec 31

2016

Dec 31

2017

Jun 31

Dec 31

2018

Dec 31

By Depreciation

By Balance c/d

By Dep. First Machine

By Dep IInd Machine

By Balance c/d

By Dep Ist Machine for 6m

By Sale

By Dep IInd Machine

By Dep. IIIrd Machine for 6m

By Balance c/d

By Dep. IInd Machine

By Dep. IIIrd Machine

By Balance c/d

5,000

45,000

50,000

5,000

5,000

1,35,000

1,45,000

2,500

45,000

10,000

4,000

1,61,000

2,22,500

10,000

8,000

1,43,000

1,61,000

  50,000 = 2015  = 
  = 

  =  2016 

5,000 x =  6 2017 

=  2017  30

45,000 = 
7,500 = 

Learning Out Comes  22.9





 (Life) 
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 31 
 31 



Key Words  22.10

  (Scrap Value)  
  (Machine Life) 
  

 12  31   (Financial Year) 

  
  (Assessment Year) 
  (Book Value) 


Terminal Questions  22.11

 .A

 ______________  .1

 __________________  .2

 ___________  .3

  _________  5   .4

 _____________  .5

 .B
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 .1

 .2

 .3

 .4

 .5

 .C

 .6

 .7

 .8

 .9


 5   2,00,000  2017  10 


  2,00,000 2019   1,00,000 2018  11 

 3 
  50,000  2017   1,00,000  2016  12 

 3  10% 


2,00,000  2020   3,00,000 2019  13 
 5  


 2017   5,00,000  2016  14 

2019   60,000  2018  31  1,00,000

 10%   2,00,000 


  2,00,000 2018   50,000 2017  15 

334



 2020   10,000  2019 31 
 5  10% 

  50,000 2018   1,00,000 2017  16 
 10%   40,000 2019  30 


  1,00,000 2019   80,000 2018  17 

  50,000 2020   30,000 2020  30 


Reference Books  22.12

1. Principles and Practice Of Accounting - R.L. Gupta & V.K. Gupta, Sultan 

Chand & Sons. 

2. Advanced Accountancy - Shukla And Grewal, S. Chand & Co. 

3. Advanced Accountancy - R. L. Gupta &Radhaswamy, Sultan Chand & Sons. 

4. Advanced Accountancy (Vol-II) - S. N. Maheshwari& V. L. Maheswari, Vikas. 

5. Accountancy-Iii - Tulasian, Tata Mcgraw Hill Co.

6. Advanced Accountancy - Arulanandam; Himalaya. 

7. Accountancy-Iii - S.P. Jain & K.L Narang, Kalyani Publishers. 

8. Guidance Note On The Revised Schedule Vi To The Companies Act 1956, 

The Institute Of Chartered Accounts Of India. 

9. Advanced Accounting (Ipcc) - D. G. Sharma, Tax Mann Publications.

10. Advance corporate accounting B Krishna Rao, S Krishna Goud, 

KSrilathareddy.
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  23 
Diminishing Balance Method

Unit Structure 
Importance  23.0

Objectives  23.1

Meaning and Definitions  23.2

Features  23.2.1

Nature  23.3

Uses  23.4

Advantages  23.5

Disadvantages  23.5.1

Difference between  23.5.2

Practical Questions  23.6

Learning Out Comes  23.7

Key Words  23.8

Terminal Questions  23.9

Reference Books  23.10
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Introduction  23.0





 


Objectives  23.1


 
 
 
 
 

Meaning and Definition  23.2






Features  23.2.1


 .1

 .2

 .3

 .4
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 .5

Nature  23.3

 (Book Value) 



(Non-Cash 
 Expences)






Uses  23.4


 .1

 .2

 (Book Value)  .3


 .4

 .5

 .6

 10%   1,00,000  2018 



 =  x 

 = 1,00,000 x =   10,000
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 = 90,000 x =   9000

 = 81,000 x =   8100

 = 72,900 x =   7290

Machine Account

     
2018

Jan 1

2019

Jan 1

2020

Jan 1

2021

Jan 1

2022

Jan 1

To Bank

To Balance b/d

To Balance b/d

To Balance b/d

To Balance b/d

1,00,000

1,00,000

90,000

90,000

81,000

81,000

72,900

72,900

65,610

2018

Dec 31

2019

Dec 31

2020

Dec 31

2021

Dec 31

By Depreciation

(1,00,000x10%)

By Balance c/d

By Depreciation

(90,000x10%)

By Balance c/d

By Depreciation

(81,000x10%)

By Balance c/d

By Depreciation

(72,000x10%)

By Balance c/d

10,000

90,000

1,00,000

9,000

81,000

90,000

8,100

72,000

81,000

7,290

65,610

72,900

Benefits  23.5


 .1

 .2

 .3

 
 .4
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 .5

 .6

 Indian Accounting Standard 16

 .7

Demerits  23.5.1


 .1

  .2

 .3

 .4

 .5


Difference  23.5.2


Difference between Straight Line and Diminising Balance Method

 
 .1

 .2


 .3


 .4

 .5

 .6


 .7


 .8



 .1

 .2


 .3

 .4

 .5

 .6


 .7


 .8
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Practical Questions  23.6


2019   20,000   80,000 2018 

  50,000  2019 31   2,00,000 
 10%   3,00,000  2020 





Depreciation per Year = (Net Book Value - Residuval Value) x Depreciation Factor

 = Residual Value  = Net Book Value = 
 = Depreciation Factor


= Book Value x Rate of Depreciation :  =  x 

 31 
 =  x 

 = 1,00,000 x =   10,000

 = 1,00,000 - 10,000 = 90,000 x =   9,000

 = 1,00,000

 2018  = ( - ) 10,000

90,000

 2019  = ( - )9,000

 = 81,000

 = 50,000

 = 31,000

 6 
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  10,000 = 2,00,000 x 10% x 6/12 =  6  2019 
  1,90,000 = 2,00,000 - 10,000 =  2020 

  19,000 = 1,90,000 x 10% =

  30,000 = 3,00,000 x 10% =  2020 
 2021 

  44,100 = 4,41,000 x 10% =  2021 
Dr. Machine Account Or.

     
2018

Jan 1

2019

Jan 1

Jun 1

2020

Jan 1

2021

Jan 1

To Bank

(80,000 + 20,000)

To Balance b/d

To Bank

(Second Machine)

To Balance b/d

To Bank

(Third Machine)

To Balance b/d

1,00,000

1,00,000

90,000

2,00,000

2,90,000

1,90,000

3,00,000

4,90,000

4,41,000

4,41,000

2018

Dec 31

2019

Dec 31

2020

Dec 31

2021

Dec 31

By Depreciation

(1,00,000x10%) 

By Balance c/d

By Depreciation

First Machine

90,000x10%

By Sale First Machine

By Loss on Sale of First

Machine

By Depreciation Second

Machine

(2,00,000x10%x )

By Balance c/d

By Depreciation Second

Machine

(1,90,000x10%)

By Depreciation Third

Machine

(3,00,000x10%)

By Balance c/d

By Depreciation

(4,41,000x10%)

By Balance C/d

10,000

90,000

1,00,000

9,000

50,000

31,000

10,000

1,90,000

2,90,000

19,000

30,000

4,41,000

4,90,000

44,100

3,96,900

4,41,000

342




  10,000   90,000  2017  3 

 15% 
Dr. Machine Account Cr.
     

2017

Apr 1

2018

Apr 1

2019

Apr 1

2020

Apr 1

To Bank

(90,000 + 10,000)

To Balance b/d

To Balance b/d

To Balance b/d

1,00,000

1,00,000

85,000

85,000

72,500

72,500

61,625

2018

Mar 31

2019

Mar 30

2020

Mar 30

By Depreciation

By Balance c/d

By Depreciation 85,000x15%

By Balance c/d

By Depreciation 72,500x15%

By Balance c/d

15,000

85,000

1,00,000

12,500

72,500

85,000

10,875

61,625

72,500

 31 
 +  =  = 

10,000 + 90,000 = 1,00,000

 x  = 
15% x 1,00,000 = 15,000

12,500 = 85,000 x 15% =  2018 - 2019 
10,875 = 72,500 x 15% =  2019 - 2020 


 10   20,000  90,000  2017  4 

 10%   10,000 
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  1,10,000 = 20,000 + 90,000 =  +  = 

 x  -  = 
= 1,10,000 - 10,000 = 1,00,000 x 10% = 10,000  

Dr. Machine Account Or.

     
2017

Jan 1

2018

Jan 1

2019

Jan 1

2020

Jan 1

2021

Jan 1

To Bank

90,000 + 20,000

To Balance b/d

To Balance b/d

To Balance b/d

To Balance b/d

1,10,000

1,10,000

99,000

99,000

89,100

89,100

80,190

80,190

72,170

2017

Dec 31

2018

Dec 31

2019

Dec 31

2020

Dec 31

By Depreciation 10%

By Balance c/d

By Depreciation

By Balance c/d

By Depreciation 

89,100 x 10%

By Balance c/d

By Depraciation 

80,190 x 10%

By Balance c/d

11,000

99,000

1,10,000

9,900

89,100

99,000

8,910

80,190

89,100

8,020

72,170

80,190


 2020  31   1,00,000  2016  5 

 10%   40,000


Dr. Machine Account Or.
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2016

Jan 1

2017

Jan 1

2018

Jan 1

2019

Jan 1

2020

Jan 1

To Bank

To Balance b/d

To Balance b/d

To Balance b/d

To Balance b/d

1,00,000

1,00,000

90,000

90,000

81,000

81,000

72,900

72,900

65,610

65,610

2016

Dec 31

2017

Dec 31

2018

Dec 31

2019

Dec 31

2020

Dec 31

By Depreciation

1,00,000 x 10%

By Balance c/d

By Depreciation

96,000 x 10%

By Balance c/d

By Depreciation

81,000 x 10%

By Balance c/d

By Depreciation

By Balance c/d

By Depreciation

65,610 x 10%

By Sale

By Loss on Sale

65,610 - 6,561 - 40,000 =

10,000

90,000

1,00,000

9,000

81,000

90,000

8,100

72,900

81,000

7,290

65,610

72,900

6,561

40,000

19,049

65,610


 5


 =  +  +  +  + 

  40,951 = 10,000 + 9,000 + 8,100 + 7,290 + 6,561

 = 1,00,000 - 40,951 = 59,049

 =  - 
 19,049 = 59,049 - 40,000
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  45,000 2018  30   50,000  2016  6 
 10% 

Dr. Machine Account Or.

     
2016

Jan 1

2017

Jan 1

2018

Jan 1

To Bank

To balance b/d

To Balance b/d

To Profit on Sale

50,000

50,000

45,000

45,000

44,550

2,678

47,228

2016

Dec 31

2017

Dec 31

2018

Jun 30

By Depreciation

50,000 x 10%

By Balance c/d

By Depreciation

45,000 x 10%

By Balance c/d

By Depreciation

44,550 x 10% x 6 months

By Sale

5,000

45,000

50,000

4,500

44,550

45,000

2,228

45,000

47,228

50,000 2016  
(-) 5,000 

45,000

4,500 = (45,000x10%) 
44,550  

(-) 2,228 = 44,550 x 10% x 6/12   6 
42,322 = 

 =  - 
 = 2,678 = 45,000 - 42,322



Learning Out Comes  23.7
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 31 


Key Words  23.8

  (Book Value) 
  (Installation) 


 (Written off) 



  (Repairs) 


  
  
  

Terminal Questions  23.9

 .A

 /   .1

 /   .2

 /   .3

 /   .4

 /   .5

 .B

 10%   80,000  2014  .1
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15%   1,00,000  2015  .2


  10,000   50,000  2016  .3

 10% 
 .4

 .5

 .C

 .6

 .7

 (Book Value)  .8

 .9


 5  .10


1,50,000  2019   80,000  2018  11 

 10% 
2,00,000  2020   1,00,000  2019  12 

 15%  


  20,000   1,00,000  2017  13 
 2019  30   2,00,000  2018 

  1,00,000  2020   1,25,000

 10% 
 2016   3,00,000  2015  14 

 15% 
  1,00,000  2019   50,000  2018  15 
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 10% 


Reference Books  23.10

1. Principles and Practice Of Accounting - R.L. Gupta & V.K. Gupta, Sultan 

Chand & Sons. 

2. Advanced Accountancy - Shukla And Grewal, S. Chand & Co. 

3. Advanced Accountancy - R. L. Gupta &Radhaswamy, Sultan Chand & Sons. 

4. Advanced Accountancy (Vol-II) - S. N. Maheshwari& V. L. Maheswari, Vikas. 

5. Accountancy-Iii - Tulasian, Tata Mcgraw Hill Co.

6. Advanced Accountancy - Arulanandam; Himalaya. 

7. Accountancy-Iii - S.P. Jain & K.L Narang, Kalyani Publishers. 

8. Guidance Note On The Revised Schedule Vi To The Companies Act 1956, 

The Institute Of Chartered Accounts Of India. 

9. Advanced Accounting (Ipcc) - D. G. Sharma, Tax Mann Publications.

10. Advance corporate accounting B Krishna Rao, S Krishna Goud, 

KSrilathareddy.
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  24 
Annuity and Fund Investment Method

Structure of Unit 
Introduction  24.0

Objectives  24.1

Meaning and Definition of Annuity  24.2

Nature  24.3

Fund Investment or Sinking Fund Method  
 24.4

Learning Out Comes  24.5

Key Words  24.6

Terminal Questions  24.7

Reference Books  24.8
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Introduction  24.0





(Fixed Asset) 












Objectives  24.1


 
 
 
 
 
 
 

 24.2

Meaning and Definition of Annuity Method
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 (Annuity Table) 
 (Life) 




Feature of Annuity Method 


 .1

 .2

 .3

 .4

 .5

 .6

Annuity Table

Amount required to write off Rs. 1 by Annuity Method

Year 10 Percent 11 Percent 12 Percent 13 Percent 14 Percent 15 Percent
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1

2

3

4

5

6

7

8

9

10

1.1000000

0.5761902

0.4021148

0.3154707

0.2637974

0.2296073

0.2054054

0.1874439

0.1736405

0.1627453

1.1100000

0.5839335

0.4092129

0.3223262

0.2705702

0.2363765

0.2122152

0.1943210

0.1806016

0.1698014

1.1200000

0.5916978

0.4163489

0.3292344

0.2774096

0.2432257

0.2191177

0.2013028

0.1876788

0.1769841

1.1300000

0.5994833

0.4235218

0.3361941

0.2843145

0.2501532

0.2261107

0.2083866

0.1948688

0.1842895

1.1400000

0.6072896

0.43037314

0.3432047

0.2912835

0.2571574

0.2331923

0.2155700

0.2021683

0.1917135

1.1500000

0.6151161

0.4379709

0.3502653

0.2983155

0.2642369

0.2403603

0.2228500

0.2095740

0.1992520

Journal Entries 


 .1

Asset Account _______________________ Dr

To Bank Account

(Being    

 .2

Asset Account _______________________ Dr

To Interest Account

(Being        
 .3

Depreciation Account __________________ Dr

To Asset Account

(Being     

Nature  24.3
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Uses and Suitability 


 (Lease)  .1

 .2

 (Life)  .3

 .4

 .5

Merits 


 .1

  .2

 .3

 .4

 .5

Demerits 


 .1

 .2

 .3

 .4

 4%  (Lease)   1,00,000 
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  0.275490 


  (Annuity Method)

 (Lease Account) 
0.275490 =  = 4% =   1,00,000 =  

  27,549 = 1,00,000 x 0.275490 = 
Dr. Machine Account Or.

     

1st

Year

2nd

Year

3rd

Year

4th

Year

To Bank

To Interest 4%

To Balance b/d

To Interest

(76451 x 4%)

To Balance b/d

To Interest

(51,960 x 4%)

To Balance b/d

To Interest

(26,489 x 4%)

1,00,000

4000

1,04,000

76,451

3058

79,509

51,960

2078

54,038

26,489

1060

27,549

1st

Year

2nd

Year

3rd

Year

4th

Year

By Depreciation

By Balance c/d

By Depreciation

By Depreciation

By Balance c/d

By Depreciation

27,549

76,451

1,04,000

27,549

51,960

79,509

27,549

26,489

54,038

27,549

27,549




Journal Entries 
Date Particulars L/F No Debit Credit
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1st Year

2nd

Year

3rd

Year

4th Year


Asset Account __________________________________ Dr

       To Bank Account

(Being                                               


Asset Account __________________________________ Dr

       To Interest Account

(Being                             4%   


Depreciation Account _____________________________ Dr

       To Asset Account

(Being                 0.275490   4% 


Asset Account __________________________________ Dr

       To Interest Account

(Being                                    4% 
76,451 x 4%


Depreciation Account _____________________________ Dr

       To Asset Account

(Being                        4%  



Asset Account __________________________________ Dr

       To Interest Account

(Being             4%  


(51,960 x 4%)


Depreciation Account _____________________________ Dr

       To Asset Account

(Being                                     



Asset Account __________________________________ Dr

       To Interest Account

(Being                                        4% 
26,489 x 4%


Depreciation Account _____________________________ Dr

       To Asset Account

(Being                         4%  


1,00,000

-

4000

-

27,549

-

3058

-

27,549

-

2078

-

27,549

-

1060

-

27,549

-

-

1,00,000

-

4000

-

27,549

-

3058

-

27,549

-

2078

-

27,549

-

1060

-

27,549

 
 24.4

Fund Investment or Sinking Fund Method
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(Sinking Fund Table)  


Periodic deposit which will amount to Rs. 1

Year 10 Percent 11 Percent 12 Percent 13 Percent 14 Percent 15 Percent

1

2

3

4

5

6

7

8

9

10

1.0000000

0.4761904

0.3021148

0.2154708

0.1637974

0.1296073

0.1054054

0.0874440

0.0736405

0.0627453

1.0000000

0.4739336

0.2992130

0.2123263

0.1605703

0.1263765

0.1022152

0.0843210

0.0706016

0.0598014

1.0000000

0.4716981

0.2963489

0.2092344

0.1574097

0.1232257

0.0991177

0.0813028

0.0676789

0.0569841

1.0000000

0.4694835

0.2935219

0.2061942

0.1543145

0.1201532

0.0961108

0.0783867

0.0648689

0.0542895

1.0000000

0.4672897

0.2907314

0.2032048

0.1512835

0.1171575

0.0931923

0.0755700

0.0621683

0.0517135

1.0000000

0.461162

0.2879769

0.2002653

0.1483155

0.1142369

0.0903603

0.0728500

0.0595740

0.0492520

Journal Entries of Sinking Fund  


 .1

Depreciation Account ___________________________ Dr

To Depreciation Fund Account

(Being   


 .2

Depreciation Fund Investment Account _____________ Dr

To Bank Account

(Being      
 .3


Bank Account _________________________________ Dr
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To Sinking Fund Account

(Being          
 .4

Depreciation Account ___________________________ Dr

To Depreciation Fund Account

(Being           



 .5

Bank Account _________________________________ Dr

To Depreciation Fund Investment Account

(Being       
 .6

Depreciation Fund Investment Account _____________ Dr

To Depreciation Fund Account

(Being       

 .7

Depreciation Fund Account ______________________ Dr

To Depriation Fund Investment Account

(Being  
 

 (Lease)   1,00,000  2015  2 
 31  10%  0.2154708 

  
 68,000  2018


10% =  =  =    1,00,000 =  

21,547 = 1,00,000 x 0.2154708  0.2154708 =  


Dr   Depreciation Fund Account       Cr
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2015 

Dec 31

2016 

Dec 31

2017 

Dec 31

2018 

Dec 31

To Balance c/d

To Balance c/d

To Balance c/d

To Dep. Fund Inv.

_____ on Sale

To Lease Account

(1,00,000 - 3,321)

21,547

21,547

45,249

45,249

71,321

71,321

3,321

96,679

1,00,000

2015

Dec.31

2016 Jan 1

Dec 31

2017 Jan 1

Dec 31

2018 Jan 1

Dec 31

By Depreciation

By Balance b/d

By Bank (Interest)

By Depreciation

By Balance b/d

By Bank (45249x10%)

By Depreciation

By Balance b/d

By Bank Interest

By Depreciation

21,547

21,547

21,547

2,155

21,547

45,249

45,249

4,525

21,547

71,321

71,321

7,132

21,547

1,00,000

Dr       Depreciation Fund Investment Account Cr

     
2015

Dec 31
2016
Jan 1

Dec 31

2017
Jan 1

Dec 31

2018
Jan 1

To Bank (Investment)

To Balance b/d
To Bank
(21,547 + 2,155)

To Balance b/d
To Bank
(21,547 + 4,525)

To Bank b/d

21,547
21,547
21,547

23,702
45,249
45,249

26,072
71,321
71,321

71,321

2015
Dec 31
2016

Dec 31

2017
Dec 31

2018
Dec 31

By Balance c/d

By Balance c/d

By Balance c/d

By Sale
By Dep. Fund Acc.
By Loss on Sale
(71,3121 - 68,000)

21,547
21,547
45,249

45,249
71,321

71,321
68,000

3,321

71,321

Dr Lease Account Cr

     
2015
Jan 1
2016
Jan 1
2017
Jan 1
2018
Jan 1

To Bank

To Balance b/d

To Balance b/d

To Balance b/d

1,00,000
1,00,000
1,00,000
1,00,000
1,00,000
1,00,000
1,00,000

1,00,000

2015
Dec 31
2016

Dec 31
2017

Dec 31
2018

Dec 31

By Balance c/d

By Balance c/d

By Balance c/d

By Dep Fund A/c
By Profit and Loss
Loss _____

1,00,000
1,00,000
1,00,000
1,00,000
1,00,000
1,00,000

96,679
3,321

1,00,000
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Journal Entries 
Date Particulars L/F No Debit Credit

2015

Jan 1

Dec 31

Dec 31

Dec 31

2016

Dec 31

Dec 31


Lease Account __________________________________ Dr

       To Bank Account

(Being                                                  


Depreciation Account _____________________________ Dr

       To Depreciation Fund Account

(Being                                             


1,00,000 x 0.2154708


Depreciation Fund Investment Account _______________ Dr

       To Bank Account

(Being                                               


Profit and Loss Account ___________________________ Dr

       To Depreciation Account

(Being                                     


Depreciation Account _____________________________ Dr

       To Depreciation Fund Account

(Being                                



Bank Account ___________________________________ Dr

       To Depreciation Fund Account

(Being                                               10% 


Depreciation Fund Investment Account _______________ Dr

       To Bank Account

(Being                               
21,547 + 2,155


Profit and Loss Account ___________________________ Dr

       To Depreciation Account

(Being                                 

1,00,000

-

21,547

-

21,547

-

21,547

21,547

-

2,155

-

23,702

-

21,547

-

1,00,000

-

21,547

-

21,547

-

21,547

-

21,547

-

2,155

-

23,702

-

21,547
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2018

Dec 31

       To Depreciation Fund Investment Account

(Being                          
21,547 + 4,525


Profit and Loss Account ___________________________ Dr

       To Depreciation Account

(Being                                         


Depreciation Account _____________________________ Dr

       To Depreciation Fund Account

(Being                                       



Bank Account ___________________________________ Dr

       To Depreciation Fund Account

(Being                                      10% 


Bank Account ___________________________________ Dr

       To Depreciation Fund Investment Account

(Being                                                   


Depreciation Fund Account ________________________ Dr

       To Depreciation Fund Investment Account

(Being                                       


Depreciation Fund Account ________________________ Dr

       To Lease Account


Profit and Loss Account ___________________________ Dr

       To Depreciation Account

(Being                                                

26,072

-

21,547

-

21,547

-

7,132

-

68,000

-

3,321

-

96,679

-

21,547

-

-

26,072

-

21,547

-

21,547

-

7,132

-

68,000

-

3,321

-

96,679

-

21,547
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Learning Out Comes  24.5


 




 10  5  (Life) 







 Annuity Method 


 
 






Key Words  24.6

  (Annuity) 

  (Fixed Assets) 


  (Current Assets) 



  (Sinking Fund)  
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  (Interest) 
  (Fund) 
  (Working Capital) 
  (Investment) 


Terminal Questions  24.7

 .A

 ______________  .1

 _____________   1,00,000 .2

  ____________  1,00,000 x 0.2774096 .3

 __________  .4

 ___________  .5

 .B

 .1

 .2

 (Lease)  .3

 .4

 (Lease)  5  .5

 .C

 .6

 
 .7

 .8

 
 .9

 
 .10

 (Least)   1,00,000  2015  


 11 
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10%  10%  0.1637974  


  
 90,000  5 


 5   1,00,000  



 2016  12 

 0.1574097  12%  
 12%  


  

 95,000  5 


  
 50,0002014  13 

  40,000  0.180975  5% 
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