Farmers can make use of the acc
lt. 0 helps - the managen;::t‘mn_lanc}r to keep a close watch on the f _
of any supplementary enter s L tu'm busimne
) rprises taken up by the

farmers On business lines.

TERMS AND CONCEPTS

Account
A summary of business transacti :
Sein ‘T’ shape. The beneﬁtbj:::;?z 1; Eﬂ account. It is vertically divided mnto two
S ed by that account are recorded on the left hand

e :
and the benefits given are recorded on the right hand side

side

Accounting
Accour:!tmé 1; thedrfxrt of recordingl,'classifying and summarizing the business
transac 102“ ecor mg refers to writing in journal. Classifying means, writing in
ledger and summarizing relates to preparation of trading account, profit and loss

account and balance sheet.

Accountancy

Accountancy means th
manner.

e art of keeping books of accounts in a regular and systematic

Single Entry System

Under this system, the t
to have. At best he can
about other matters. Thi

the information which he generally likes

rader does not get all
debtors, creditors and cash but not

get the information about
s system 18 incomplete and inaccurate.

Double Entry System
gles is known as double entry system.

Recording a transaction from two different an
To understand the double entry system of book keeping all that we ne

remember the fundarnental rule; .
Debit the account which receives the benefit, and cred

the benefit.

it the account, which

ed to do is, o

gi\'es



i

Entry System

Advantages of Double
rsonal accounts

1. Both personal and impe
record of business transactions. ) h
It provides a check on the arithmetical accuracy with the help of
It reduces the chances of committing €
It helps the trader to know his debtors
time to time.

5 Financial position of the

balance sheet, and

6. This system is usefu

are upened in order to keey,

TTOTS.

(customers) and creditors (s,

= ud 1a

business unit can be known through the

| to the tax and legal authorities.

Types of Accounts:

Rules Regarding Different
(1) Personal account (2) Real accqy,,

There are three types of accounts viz.
Nominal account.

1. Personal Account
It includes accounts of (a) Natural pers

sentative persons.
a) Natural Persons: The examples of

A/C, etc.
b) Artificial Persons: The examples ar

A /C, University A/C, firm’s name A/C, elc.

¢) Representative Persons: Outstanding salaries
commission A/C, interest due but not receive
C, etc. are the examples.

Rule of Debit and Credit for Personal Accounts:
The rule here is “debit the receiver and credit the g

ons (b) Artificial persons; and (.
natural persons are Ramesh A/ ..
e Andhra Bank A/C, Agricultural

A/C, pre-paid rent A/C pr
d A/C, rent due but not recee: .

iver”

2. Real Account
Accounts relating to assets ar
A/C, furniture A/C, purchases A

Rule of Debit and Credit for Real Accounts:
wed here is “debit what comes

e known as real accounts. Examples: Machi
/C, sales A/C, building A/C, goodwill AICH

The rule that should be follo in; and credith

goes out”.

3. Nominal Account

Nominal accounts relate to such ite
losses, incomes, gains, elc.
Rule of Debit and Credit for Nominal Accounts:

The rule is “debit all expenses and losses and cr

. " . . e
ms which exist in name only. Examples: B

i A . t'.“.ﬂﬁ
edit all incomes and &

Journal

]1".'
A -1 - g i o b o -.,'.J.Url
Il business transactions are first recorded in a book called journal 1t med

record. The journal is also called as a “book of original entry’”.
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and gmn‘l\\'ln. patents, trade

ble fixed asscls)

Balance 5h
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s the finandt

iture (tangl
le fixed assels)

It is
capital It pive
machinery, furn
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JOURNAL

Here the tormal journal with an exam

of the

furnished
following transactions

Journalize the
th a capital of Rs. 10,000

X started a business Wi
ahesh Rs. 4,000

Dec 1, 1998
Dec 2, 1998 Purchased goods from M
Dec 3, 1998 Sold goods to Mahesh for cash Rs. 3,000
Dec 4, 1988 Purchased machinery from Gopal for cash Rs. 6,000
Dec 5, 1988 Sold electric motor to Ravi Rs. 4,000
Dec 6, 1998 Cash received from Naresh Rs. 2,000
Dec 7, 1998 Cash paid to ‘Z’ Rs. 4,000
Dec 8, 1998 Paid salary to Ravi Rs. 1,000
Dec 9, 1998 Rent received from Y’ Rs. 3,000
ods for cash) Rs. 9,000

Dec 10, 1998 Cash sales (sold go
Cash purchases Rs. 3,000

Dec 11, 1998
nsactions of journal, the entries are made in the journal

Given the tra

Table 31.1.
TABLE 31.1 Journal.

ple and steps to make journ,|

I
Date Particulars LF Debit
(Rs.)

Dr 10,000

1998 Cash A/C

Dec. 1 To X ‘s capital Account

(Being started a business)

Dec. 2 Purchases A/C Dr :
To Mahesh A/C o
(Being goods purchased from

; Mahesh)

ec. 3 Cash A/C D

To sales A/C r L
(Being goods sold for cash)

Dec. 4 Machinery A/C Dr

To Cash A/C
6,000

(Being machinery purchased for
cash)

Dec. 5 Ravi A/C B
r
4,000

To electric motor A/C
(Being sold electric motor)

Dec. 6 Cash A/C 5
r
2,000

To Naresh A/C
(Being ¢ -
Dee ° ;ﬁ;—tash received from Naresh)
T%..
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. ivided into a s —
iunr:u-’l is subd number of Special journals called subsidiary books
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Jrases Journal: 1t is meant foy recording goods purchased on crediy
d for recording, poods pe
~junrnal: This is maintained for recording, credit saje

purpose of re

turned o suppliers,

S5 Hl'l'l'ld‘v only
Lornrns Journal: 1t serves the

cording goods returned by the
qo0k: In this book all cash receipts and

Payments, including cash purchases
hich comes in is debited and cash that
aut is credited.

/rial Balance

suntant prepares a list of all the ledger accounts with their closing bal

ances,
unge the details of debit or credit, such a list of balances is known as the trial
nraling -

‘nal Accounts

' ' ies of ledger accounts, organized in such a
sccounts are nothing but summaries of ledger g,

lir reve 'il (a_] thl_’ p!’ﬂf.’il’ l"]'lfld[.‘ ar fht‘ loss sustained during d 'i"'l.’ﬂi"di and lt:]
financi di » peri ‘inal accounts
| zidf condition of the business concern at the end of the pe riod. I{n;_lji 'l';;.l:'l.l\ .*‘
o i *rofits d loss account and (1) Balance
| 1 (1) T i ‘count (ii) Profits an St
Jescribed as (l;l radmg dCCo

ling Account

) k sales returns, carriagt
the details of purchases, sales, Pllrl'h:'lhl_-h'I'L'llll'l‘lh. h:‘!i'{\‘k “roas profit o
i 1L f[ turing expenses, clc. Trading account give:

nwards), manufacturing
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