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Various Ma t ters to which attention s h o u ld be paid :

1
. Distinction blw personal & Business transactions

.

2. Distinction blu Revenue a n d Capital nature items .

Expediture

Revenue Capital
Benefit <12 months Benefits 12 months

(i) Purchase of fixed Assets
> Maintenance ii) Increase in efficiency/

·

earning capacity . earning capacity .

Trading .
P&LAK Balance Sheet

_

Eg
.

Insurance - #12000 p .
a .

- Revenue exp .

Premium 7

1/n/23115/23 31/3/23 Solulan
Prepaid - Advance

23 - 24 Insurance
expense 12000

y 11: E11000

Prepaid Exp- =1000 (Bal . Sheet] 12



Receipts
Ant Received or Receivable

Revenue Receipt Cap. Receipt
O ther than a) "in Liabilities

C apita l Receipt Eg
. Bank Loan

, C apital

Eg .
- Sale of goodorservices . b) in NT

Eg .
-Sale of Machinery

Tradi n g ,
P&LAK Balance Sheet

3. Only c u r rent period transactions .

Eg- 14/23 31/3124
↓

Ant Received - 72
,
00, 00. 000

Advance (2015) . 5500 , 000

Received in Revenue of
CY 22.4 . 25

Cash D r . Liab
- of 24

C.Y. Income- 1 , 95 ,
00, 000



4. Matching Concept
>

Matching ex p e n s e s with Revenue
.

10.00 , 000 Sale - 200
, 00, 000Ops to c ks

- 70 .000

Direct exp - 500
, 000

8500 . 000

closing stock - 510
,
00, 000 - Asset

Expense - 77500 . 000

COGS
=

Trading and Profit & Loss Ac

Trading Al Profit &Loss Als
G ross Profit Net Profit/loss

Sales COGS

COGS > O p s tock + Purchases + Directexp closing stock
Cost of goods available for sale



Revenue
-

Di .
- Expenses Trading Ac -

Cri

Particulars # Particulars E

To opening stock 10 , 00.000 By sales 200, 00. 000

70
,
00 . 000To purchase ect

exp. 500
, 000 By closing stock 10

,
00 . 000

To Gross Profit 1
,
25,00, 000

210 000, 000 2, 10 . 00 . 000

Dr. <Cr .

= Gross Profit
Dr > Cr = Gross loss

1
. OpeningStock - Dr. -To balbld

114/22 31/3/23 1/4/23 op. Stock - 100
, 000

I I

C
. Stock 31/3/24

- 5100 , 000

Dr
.

Balance Expense
Asset

JourneyEntry :

TradingExpens



2. Net Purchases [Purchases - Purchase Return)

7 Goods p urcha s e d - -100
, 000

Purchases Ac Or . Dr
.
balance

To Bank Ac Creditor Ac

> Purch a s e Return - 510
,
000

Creditor Al Dr .
To purchase Return Al 10,

000

> Net Purchases ! > Cr. balance

Close

PurchaseRet Dr
. 10,
000E To purchase Al 10,

000

·
Dr . bal - 90 , 000

JOURNAL : - Trading Dr .
90 , 000 !

To purch Al 90,
000 Al close

Trading Als Nominal

To purchases - 100 , 000

Less : purch . Ret (10, 000) 90
, 000



3. Direct Expenses :

· Exp
.incred inbringingtese

.

Eg
. CarriageInwo rd , Wages ,

Non- Refundable Jax .

Carriage Inward- 10
,
000

> CarriageOnward Or 100↓
Dr

.
bal

.

J oynal : Trading O r 10
,
000

To carriage Inward Al 10, 000

4. Net Sales (Sales-Sales Return)

> Sale of goods D e btor Dr 100 , 000

To Sales Als 100
. 000

> Cr . balance

> Sales Return -

Sales Return Or 10
,
000

Drba l .

To D e btor As 10,000

NetSales > Sales Als Dr . 10.000 ( Balance - :90 , 000

To Sales Ret As 10 , 000 < Close



Joyal : Sales Al Dr
. 90

, 000
To Trading Al 90 , 000

Tradi n g As

BySoles-10, , 90
, 000

5. CLOSING
.

STOCK

Before Tr i al After SriBalance
Balance V

C . Stock Dr..
Asset Closing stoOAs

To purchases Aa

Trial Balance

Dr Cr
PurchasesAdj 90

, 000

closingstock 10
.
000 < BIS-Asset

> closing stock will not appear in Trading Al



Eg- Purchases - E100
, 000 (1000kg DENOO)

Direct exp - 5000 (1000kg)-

Cost of 100kg - E105000

so By sold
C

. stock- > 105
,

000 x 200
(200Rg) 1000

- E21000

Purchases Direct exp
200 DE100 200kg of E5
= E20. 000 = E1000

-21000



I

7
-

~

-

J-S1B
- PlB >

Dr. TradingAthe year ended 31st Ma 22

Particulars E Part. E

To open . Stock 100 ,000 By sales - 1100
, 000

7 Sales Ret (100 . 000) 10
,
00

,
000

To purch- 672000
Less : purch.

Ret (T2000 600
, 000 By closing inventory 200

,000

To carriage inword 30 , 000

To wages 50 , 000

To Gross Profit 420
, 006

12000000 120000



JOURNAL
1

.

P u rc h R e t Als Dr . 72000

To purch Al 72000

2. Sales Al Or 100
, 000

To Sales Ret Alc 100
,
000

780
,
0003. Tra d i n g McPop . stoc k 100

, 000

To purcha s e 600 . 000

To carriage
inword 30 , 000

To wages
50

. 000

4. Sales Ak Dr
. 10

,
00

,
000

ClosingSt Or 200 . 000

To Trading A > 1200, 000

420
, 0005. Trading&o"gross profit 420

,
000



I

~

(1300 , 000 - 300000)

~ closing stor purchase

COGS = opst + Net Purchases + Direct exp-cl . Stock .

=> 200
. 000 + =10

, 00, 000

=> E/200. 000

Trading Als
To op . stock 200 . 000 By Sales 1200 , 000

To purchases 10, 00 , 000



Credit As
Dr Cr

.

ToBanRA Bybadd 300. 0001200
.
000

(bal. fig)
To bal o ld 400

. 000
by purchases 1300 , 000

1600, 000 1600
, 000

E g e op stock- 100
.
000

COGS- 900
,
0005

C
. Stock - 200,

000J 300
, 000

Sales-SIR < Net sales - 1200 . 0001
=

Sales - Returnwrd - 100 , 00

Prepare Trading Als
> C O GS = OpStock + Netpuich + Direct ex p-clos i n g

stock
900

. 000 = 100 , 000 + NP-200,000

Net p urchases = :10
, 00,
000



Trading Als

To op stock 100
,
000 By sales 1200, 000

To purchase 10
, 00. 000 by cl . Stock 200

.
000

To Gross profit 3000000 =

> PROFIT & Loss Alc -
Net profit loss

Trading Al Gross Profit < PRAY
~ It starts with Gross profit Loss

Trading As

To op. stock 100
, 000 By sales 1200

, 000

To purch 10
, 00. 000 by cl . St 20, 000

To Gross Profit 30, 000

To alltherea
200 , 000 by Gross profit b ld 300, 008

100 , 000
- -

~ Cr.> Br .



Jonal : GP : Gross Profit
To p&L Ac

Gross loss) P&L AK Oross Loss

Profit &Loss As
Dr

.

To Gross Loss bId by Gross profit bld

IncomeTo all exp & losses by
,& not covered in Trading other than sales)

Alc

To Net profit - by Net Loss -
-

-



-

Profit &LossASear ended 31 + Marz

Part = Part E

To Salaries 1 , 10 , 000 By Gross Profit bld 420, 000

To Discount allowed 19000
To Bad debts 17000 By Disc . Rec . 18000
To Dep .

65000
To Legal charges 25000

To consultancy fee 32000
To Au d it Jees 1008

To elect charges 17000
12000To Telepho Sty 27000

To Int paid on Loan 70 . 000

To Net profit 43000



Jonal
1. Gross profitPLA 420 . 000

420
,
000

2. Profit & Loss A , Dr 3 9 5 ,

000

To Salaries 1 , 10 , 000

To Discount allowed 19000

To Bad debts 17000

65000

To DePacha,ae

25000

32000

To Audit Jees ↑
1008

To elect charges 17000
12000To Telepho Sty 27000

To Int paid on Loan 70 . 000

3. D i sc
.
Rec

.
Dr 18000
To p

&L Ac 18000

4. Profit & Loss AcOr profit 430030
5

.
43000Net profit Ospital Al 43 ,000

I



*DJUSTMENTS
· Outstanding Expenses

= Expense - Benefit already consumed .

Payment -

Liability
2025524

Salary Paid - 22
, 20 , 000

Recording - SalaryO 22000,
000

Tria Balance

Dr Cr .

Salary Ac 2
, 20 , 000

↑dj : - 1 month salary is in Arrear/ o u t s ta n d i n gFNo Textment 1 month Salary = 2
, 20, 000 = E20, 000

V

2treatment

Adjentry : Salary Ak Dr. 20 , 000
: Expense-pi

To ols Salary 4 , 20 ,
000

Liaxility- BIS



Dr. Profit &Less Ac

To Salary - 220 , 000

Add : Ols Salary 20
, 000 240

,
000

E g - Trial Balance

Dr Cr

Already
Rent Al 120 ,

000
L On Puded

o S Rent Al 20 ,0007

entryuYeA A
> Rent ant to b e Or to p&LAs #120 . 000

# appearinginthe 1 Recording is alreadyon a

OnlyI Trea t i n e n t
4

Nominal Al Asset Liab

Trading"p&LAK B al
"

"

Sheet



2. Prepaid Expense
~ Expense Benefit not consumed a

Insurance premium p a i d during the year-150,
000

Insurance premium Dr. 150
, 000

To Bank As 150 ,
000

Trial Ba l a nce

Dr Cr

Sns
. premium 150

, 000

Adjustment : P re p a i d Insurance - 530, 000
Asset

Bls
*dj . Entry : ( Prepaid Ins.

D r . 30
,
000

To Insurance premium Al 30 , 000

> Exp4

Dr . Profit &Loss Ac

ToI n s ur
. prem -150, 000

less : Prepaid Sns .

(30 . 000) 120
, 000



3. Accived Income
>
I n c o me E arned -

Money Not Received .

- Asset

Eg - Commiss ion Received - E2
, 20 . 000

Bank Dr 220 . 000

To commission Al 2,
20

,
000

Trial B a l ance

Dr Cr .

Commission As 220 ,000

#dj - Accru e d commission - E20
, 000

V Asse
AdEntry Accrued comm . Al Or 20 , 000

ToCommission A , 20,
000

&

Income +

P &LAC
Cr

-

By comm - 220
,
000

Add : Accred 20
, 000 240 . 000



4 . Income R e c eive d in Advance
Income not earned↳

u nearned Income Ant Received
> Lidility

Eg
.

Fees Received - El crore

Bank Ac Dr . 7 , 00,
00

,
000

To Fees Ac 7
, 00, 00 , 000

Trial Balance

Dr Cr

Fees 700 , 00 , 000

Adj : - Fees Received in Advance - 550 . 00
,
000

Income ↓

AdjEn t r y : Fees Dr.
50 .00.000

To Advance fees Al 50, 00 , 000

Liab-BIs

POLA
C

-

3y Jees - 100 , 00, 000

= Advance (50
, 00,
000) 650, 00, 000



Eg
- Trial Balance (extract)

Dr . Cr

S alar y 18000

Prepaid Salary 2000 Asset

Interest Als 4000
R ent Alc 10

, 000

Ols Rent Ac 2000 -Liab-BIs
Interest +
Asset↑bj :.! AccredInterest

- EO

Liab

=

3000s- 21000 Rent +

Dr POLt h e year Cr

AddToRent - 1000 11 , 000
By Interest - 4000

Add : Accent - 1000 500011 ITo Salary Al 18000



5. Provision for Doubtful Debt

Samoun Loss of Debtorst not
Certain - Estimated basis

Case-I Trial Balance

Dr Cr

Debtors 100 , 000

Adj : - Create provision for Doubtful debts & 10 % on Debtors

Loss Debtor

E Cr.

P &L Dr. 10
,
000

-
Loss

Cr. balance
- -

To provision for Doubtful Oebt 10
,
000

Conta Asset

or. POLAK Balance Sheet

Asset

Toprov for 10
, 000 Debtors - 100

,
000

Doubtful debt = prov. for 10 . 0001 90
,
000

doubtful debt ↳

Debtors 100
,
000



Case-2 Trial Balance

Dr Cr

Debtors 100 , 000

Adj : Bad debt - -10 . 000

Adjentiy : Bob debt Or . 10
,
000

loss

To Debtors 10
,
000 - Asset +

0
P&L Ak BalanceSheet

Esets
To Baddebts - 10

,
000 Debtors - 100 , 000

7) Baddebt ( 10 . 000) 90, 000

Debtors 90R

Case-3 Trial Balance
=

Dr Cr

Debtors 100 , 000

Adj-1 .
Bad debts- 510

,
000

2.Create prov for Doubtful debt D10 % On Debtors .

Good Debtors - 90 . 000



AdjEntiy- 1
.
Bad debt Dr 10.000

To Debtors 10.000

2. P&LAK O r 9000
.

(P0 , 000 X10 % ]

To prov. for Doubtful debt P000

Dr . POLAK Balance S h e et

Asset i-

To Baddebt 10
,
000 Debtors

To prov for 9000 Bad debt 1000009000

Doubtful debt =

prov. for 0.
0 19000) 81000

Cas-y Trial Balance

Dr Cr

Already adjusted
Debtors 100 , 000

Bad debts 10, 000 > Bad debt Dr.
To Debtor

Adj-1 .
Bob debts - E5000

2. create prov. for Doubtful debts D10 % on Debtors .

Good debtors = 95000



↑by Entry - 1
.

Bad debt Dr 5000
To Debtor 5000

Total Babdebts-15000 1 POLAOr 15000
To Baddebt 15000

2. 4 &L Al Or $500
To prov for Doubtful Oebt $500

Dr . PLAS Balance S heet

To Bad debt - 10
, 000 Asset Debtors

Add : Fur ther bad d e b t - 500 15000 Debtors - 100
,
000 45000

7) Bad debt (5000)

To prov for D
.
D

.

9500 prov. for DD 19500385500
(95000X10-1)



Case . 5 Tria Balance
=

Dr Cr

Debtors 100.
000

Prov
. Jor Doubtful 10

,
000 > P & LD : 10

.
000

debt Toprov. 10 , 000

↑:1Bebts 800nbtful debt lot . On Bebtors.

Abig . Entiy 1. Bad debt Dr 8000

3To Debtors 8000

2. P rov · for DD
.

Or 8000

To Bad debt 8000

Balance in prov . for OD = 52000

- G o o d debtors - 92000

> 10 % - 9200

P &LA OF T200(9200-2000)
To prov . for Doubtful debt 7200



P&L Als BalanSheet
Dr .

Asset
Debtors - 100

,
000To prov for Doubtfu 720

- Baddebt (8000s
= Prov. jo + 00 19200) 82800

Dr.
Prov

. for D o u b t f u l Debt As
Cr

To Baddebts 8000 bybalbld 10
,
000

by p&LA 1200

to bal old 9200 Sbalfig)

Case Tria Balance

Dr Cr
Debtors 100.

000

Prov
. for Doubtful 10.000

debt

Bad debts 5000

Adj : - 1
.

Bad debts - 18000

2. Maintain prov . for doubtful debt @lot . On Debtors .



Algaty- 1
.

Bed debt Dr 8000
To Debtors Ac 8000

Total Bad d e bts = 1 3000

2. Prov for D .
8

.
Dr. 10

,
000

P&L Al Or 3000-

To Bad d ebts 13000

7 Good Debtors - 592000

POL Ac Or 9 200
To prov. for Doubtful Debt 9200

Dr .

P&L Ak BalanceSheet

Assets
To Bad debts 3000 Debt
To pron for o 19200l 1= prov .

(9200) 82800

Ant to be Total Bad debts
Br to p&LAK provision on



Debtors to be Debtors [Trial Balance)
Shown in BJS Baddebts (Adj)

= New prov . for doubtful debts

et Tria Balance

Dr Cr
Debtors 100.

000

Prov
. Jor Doubtful 10

,
000

debt

Bad debts 5000

Adj-11 Baddebts- Eo on debtors

Ap-1 . BaddebtOP 40%

000

2. Prov for DO Or 9000
To Baddebts 9000

Good debtors - 96 ,000

10% = 9600

3 .
P &L Dr 8600

To prov for PO 8 600


