FINANCIAL ACCOUNTING
(LECTURE # 11) 


LEDGER ACCOUNTS

When we make ledger accounts from the entries passed, the term ‘BALANCE’ represent the excess of one side on the other. Take the example of ‘cash account’ in lecture-10, presentation of cash account is as follows:

Cash Account

Account code # 1

	Date
	Particulars
	Code #
	Amount

Rs. (Dr.)
	Date
	Particulars
	Code #
	Amount

Rs. (Cr.)

	Jan-01
	Capital introduced
	02
	100,000
	Jan-03
	Deposited in bank
	03
	30,000

	Jan-5 
	Loan received 
	 04
	50,000

 
	Jan-7 
	Furniture purchased 
	 05
	20,000

 



	Jan-10
	Goods sold
	08
	5,000
	Jan-15
	Deposited in bank
	03
	5,000

	Jan-31
	Received from debtors
	09
	4,500
	Jan-16
	Stationery purchased
	10
	3,000

	Jan-31
	Cash drawn from bank
	03
	500
	Jan-30
	Paid to creditors
	07
	9,000

	 
	 
	 
	 
	
	 Balance
	 
	 93,000

	
	TOTAL
	
	160,000
	
	TOTAL
	
	160,000


The total of receipt side(Debit side) is Rs. 160,000. The total of payment side(credit side) is Rs.67,000 before including the balance. To balance both sides, balance of Rs. 93,000 (160,000-67,000) is written on the credit side. As this balance is excess of Debit side over Credit side. This means that the Debit(receipt) side has Rs. 93,000 more than that of Credit(payment) side, i-e. Rs. 93,000 are still available for the business to meet expenses. So, it is an asset. When we write it in the trial balance, it will be written on the debit side. This concludes that if the term ‘BALANCE’ is on the credit side, it will be written on the debit side of the trial balance.

On the other hand, if the balance is on the debit side, it represents the excess of credit side over the debit side. It is written on the credit side of the trial balance.

LEDGER ACCOUNTS IN ‘T’ FORM OF ALL THE ENTRIES IN ILLUSTRATION OF LECTURE-10 ARE PRESENTED HEREUNDER:

Bank Account
Account code # 3

	Date
	Particulars
	Code #
	Amount

Rs. (Dr.)
	Date
	Particulars
	Code #
	Amount

Rs. (Cr.)

	3-1-02

15-1-02
	Cash Deposited

Cash Deposited
	01

01
	30,000

5,000
	18-1-02

31-1-02
	Office Equipment Purchased

Cash Drawn

BALANCE
	11

01
	10,000

500

24,500



	
	Total
	
	35,000
	
	Total
	
	35,000


Capital Account
Account code # 2

	Date
	Particulars
	Code #
	Amount

Rs. (Dr.)
	Date
	Particulars
	Code #
	Amount

Rs. (Cr.)

	
	BALANCE
	
	100,000
	1-1-02
	Cash Invested


	01
	100,000

	
	Total
	
	100,000
	
	Total
	
	100,000


Loan Account
Account code # 4

	Date
	Particulars
	Code #
	Amount

Rs. (Dr.)
	Date
	Particulars
	Code #
	Amount

Rs. (Cr.)

	
	BALANCE
	
	50,000
	5-1-02
	Cash Received
	01
	50,000

	
	Total
	
	50,000
	
	Total
	
	50,000


Furniture Account
Account code # 5

	Date
	Particulars
	Code #
	Amount

Rs. (Dr.)
	Date
	Particulars
	Code #
	Amount

Rs. (Dr.)

	7-1-02


	Purchased for cash


	01


	20,000


	
	BALANCE
	
	20,000

	
	Total
	
	20,000
	
	Total
	
	20,000


Purchase Account
Account code # 6

	Date
	Particulars
	Code #
	Amount

Rs (Dr.).
	Date
	Particulars
	Code #
	Amount

Rs. (Cr.)

	9-1-02


	Goods Purchased.


	07


	10,000


	
	BALANCE
	
	10,000

	
	Total
	
	10,000
	
	Total
	
	10,000


Mr. Afzal(Creditors) Account
Account code # 7

	Date
	Particulars
	Code #
	Amount

Rs. (Dr.)
	Date
	Particulars
	Code #
	Amount

Rs. (Cr.)

	19-1-02

30-1-02
	Goods Returned.

Paid Cash

BALANCE
	12


	1,000

9,000

0


	9-1-02
	Goods Purchased


	06
	10,000



	
	Total
	
	10,000
	
	Total
	
	10,000


Sale Account
Account code # 8

	Date
	Particulars
	Code #
	Amount

Rs. (Dr.)
	Date
	Particulars
	Code #
	Amount

Rs. (Cr.)

	
	.

BALANCE
	
	10,000
	10-1-02

12-1-02
	Goods Sold

Goods Sold


	01

08
	5,000

5,000



	
	Total
	
	10,000
	
	Total
	
	10,000


Mr. Naeem(Debtors) Account
Account code # 9

	Date
	Particulars
	Code #
	Amount

Rs. (Dr.)
	Date
	Particulars
	Code #
	Amount

Rs. (Cr.)

	12-1-02


	Goods Purchased.


	09


	5,000


	25-1-02

31-1-02
	Goods Returned

Paid Cash

BALANCE
	13

01
	500

4,500

0

	
	Total
	
	5,000
	
	Total
	
	5,000


Stationery Account
Account code # 10

	Date
	Particulars
	Code #
	Amount

Rs. (Dr.)
	Date
	Particulars
	Code #
	Amount

Rs. (Cr.)

	16-1-02


	Stationery Purchased.


	01


	3,000


	
	BALANCE
	
	3,000

	
	Total
	
	3,000
	
	Total
	
	3,000


Office Equipment Account
Account code # 11

	Date
	Particulars
	Code #
	Amount

Rs. (Dr.)
	Date
	Particulars
	Code #
	Amount

Rs. (Cr.)

	18-1-02


	Office Equipment Purchased.


	03


	10,000


	
	BALANCE
	
	10,000

	
	Total
	
	10,000
	
	Total
	
	10,000


Purchase Return Account
Account code # 12

	Date
	Particulars
	Code #
	Amount

Rs. (Dr.)
	Date
	Particulars
	Code #
	Amount

Rs. (Cr.)

	
	.

BALANCE
	
	1,000
	19-1-02
	Goods Returned


	07
	1,000



	
	Total
	
	1,000
	
	Total
	
	1,000


Sales Return Account
Account code # 13

	Date
	Particulars
	Code #
	Amount

Rs. (Dr.)
	Date
	Particulars
	Code #
	Amount

Rs. (Cr.)

	25-1-02


	Goods Returned


	09


	500


	
	BALANCE
	
	500

	
	Total
	
	500
	
	Total
	
	500


Now, we will summarise all these balances in trial balance.

	Saeed & co.

	Trial Balance As On ( January 31, 2002)

	Title of Account
	Code
	Dr. Rs.
	Cr. Rs.

	Cash Account
	01
	93,000
	 

	Capital Account
	02
	 
	100,000

	Bank Account
	03
	24,500
	

	Loan Account
	
	
	50,000

	Furniture Account
	05
	20,000
	 

	Purchases Account
	06
	10,000
	 

	Mr. Afzal (Creditor)
	07
	 
	0

	Sales
	08
	 
	10,000

	Mr. Naeem (Debtor)
	09
	0
	 

	Stationery
	10
	3,000
	 

	Office Equipment
	11
	10,000
	 

	Purchase Return
	12
	 
	1,000

	Sales Return
	13
	500
	

	Total
	 
	161,000
	161,000


	Saeed & Co.

	Profit & Loss Account for the period ended January 31, 2002

	Particulars
	Amount

Rs.
	Amount

Rs.

	In  Income / Sales / Revenue (See Note #1)

      Less: Cost of Goods Sold

(See Note # 2)
                    
	 
	9,500

(9,000)

	      Gross Profit

      Less: Stationery Expenses


	 
	500

(3,000)

	      Net Profit/ (Loss)
	
	(2,500)


Note # 1

Sales





10,000

Less: Sales Return



  (500)

Net Sales




 9,500

Note # 2

Purchases




10,000

Less:





 (1,000)

Net Purchases




  9,000

ILLUSTRATION # 2

Nawab Sons started their business in the month of March, 2002. Following are their transactions for the month. Pass journal entries, prepare ledger accounts, and make their profitability analyses.

	No.
	Date
	Particulars

	01
	Mar. 01
	Started business with Rs. 150,000

	02
	Mar. 05
	Purchased office furniture for cash Rs. 2,000

	03
	Mar. 07
	Purchased goods for cash Rs. 9,000

	04
	Mar. 10
	Paid carriage on purchases Rs. 250

	05
	Mar. 12
	Purchased goods from Saleem &co. Rs. 7,000

	06
	Mar. 13
	Sold goods for cash Rs. 12,000

	07
	Mar. 15
	Sold goods to Usman & Sons Rs. 25,000

	08
	Mar. 21
	Received cash From Usman & Sons Rs. 25,000

	09
	Mar. 21
	Paid cash to Saleem &co Rs. 7,000

	10
	Mar. 23
	Paid salaries for the month Rs. 2,500

	11
	Mar. 25
	Paid rent Rs. 3,000

	12
	Mar. 29
	Purchased stationery Rs.2,000

	13
	Mar. 31
	Utility bills are accrued Rs. 5,000


JOURNAL ENTRIES

ENTRY # 1

	Date
	Particulars
	Code #
	Amount(Dr.)

Rs.
	Amount(Cr.)

Rs.

	03-01-2002
	Cash A/c

Capital A/c

Started business with cash.
	01

02


	150,000
	150,000


ENTRY # 2

	Date
	Particulars
	Code #
	Amount(Dr.)

Rs.
	Amount(Cr.)

Rs.

	01-05-2002
	Office Furniture A/c

Cash A/c

Purchased office furniture
	03

01


	2,000
	2,000


ENTRY # 3

	Date
	Particulars
	Code #
	Amount(Dr.)

Rs.
	Amount(Cr.)

Rs.

	03-07-2002
	Purchases A/c

Cash A/c

Purchased goods for cash.
	04

01


	9,000
	9,000


ENTRY # 4

	Date
	Particulars
	Code #
	Amount(Dr.)

Rs.
	Amount(Cr.)

Rs.

	03-10-2002
	Carriage on purchase A/c

Cash A/c

Paid carriage on purchase.
	05

01


	250
	250


ENTRY # 5

	Date
	Particulars
	Code #
	Amount(Dr.)

Rs.
	Amount(Cr.)

Rs.

	03-12-2002
	Purchases A/c

Salim & co.(Creditors)

Purchased goods on credit
	04

06


	7,000
	7,000


ENTRY # 6

	Date
	Particulars
	Code #
	Amount(Dr.)

Rs.
	Amount(Cr.)

Rs.

	03-13-2002
	Cash A/c

Sale A/c

Goods sold for cash.
	01

07


	12,000
	12,000


ENTRY # 7

	Date
	Particulars
	Code #
	Amount(Dr.)

Rs.
	Amount(Cr.)

Rs.

	03-15-2002
	Usman & Sons(Debtors) A/c

Sale A/c

Goods sold on credit.
	08

07


	25,000
	25,000


ENTRY # 8

	Date
	Particulars
	Code #
	Amount(Dr.)

Rs.
	Amount(Cr.)

Rs.

	03-21-2002
	Cash A/c

Usman & Sons(Debtors A/c

Cash received from Usman & Sons
	01

08


	25,000
	25,000


ENTRY # 9

	Date
	Particulars
	Code #
	Amount(Dr.)

Rs.
	Amount(Cr.)

Rs.

	03-21-2002
	Salim & co.(Creditors) A/c

Cash A/c

Paid cash to Salim & co.
	06

01


	7,000
	7,000


ENTRY # 10

	Date
	Particulars
	Code #
	Amount(Dr.)

Rs.
	Amount(Cr.)

Rs.

	03-23-2002
	Salaries A/c

Cash A/c

Started business with cash.
	09

01


	2,500
	2,500


ENTRY # 11

	Date
	Particulars
	Code #
	Amount(Dr.)

Rs.
	Amount(Cr.)

Rs.

	03-25-2002
	Rent A/c

Cash A/c

Paid rent..
	10

01


	3,000
	3,000


ENTRY # 12

	Date
	Particulars
	Code #
	Amount(Dr.)

Rs.
	Amount(Cr.)

Rs.

	03-29-2002
	Stationery A/c

Cash A/c

Stationery purchased.
	11

01


	2,000
	2,000


ENTRY # 13

	Date
	Particulars
	Code #
	Amount(Dr.)

Rs.
	Amount(Cr.)

Rs.

	03-31-2002
	Utility Bills A/c

Accrued Expenses A/c

Accrual of utility bills for the month..
	12

13


	5,000
	5,000


LEDGER ACCOUNTS

Cash Account
Account code # 1

	Date
	Particulars
	Code #
	Amount

Rs. (Dr.)
	Date
	Particulars
	Code #
	Amount

Rs. (Cr.)

	1-3-02

13-3-02

21-3-02
	Commenced business

Goods sold

Received from debtors
	02

07

08
	150,000

12,000

25,000
	5-3-02

7-3-02

10-3-02

21-3-02

23-3-02

25-3-02

29-3-02
	Office furniture purchased

Goods purchased

Carriage paid

Paid to creditors

Paid salaries

Paid rent

Paid for stationery

BALANCE
	03

04

05

06

09

10

11
	2,000

9,000

250

7,000

2,500

3,000

2,000

161,250



	
	Total
	
	187,000
	
	Total
	
	187,000


Capital Account
Account code # 2

	Date
	Particulars
	Code #
	Amount

Rs. (Dr.)
	Date
	Particulars
	Code #
	Amount

Rs. (Cr.)

	
	BALANCE
	
	150,000


	1-3-02
	Cash introduced


	01
	150,000

	
	Total
	
	150,000
	
	Total
	
	150,000


Office furniture Account
Account code # 3

	Date
	Particulars
	Code #
	Amount

Rs. (Dr.)
	Date
	Particulars
	Code #
	Amount

Rs. (Cr.)

	5-3-02
	Office furniture purchased
	01
	2,000
	
	BALANCE
	
	2,000



	
	Total
	
	2,000
	
	Total
	
	2,000


Purchases Account
Account code # 4

	Date
	Particulars
	Code #
	Amount

Rs. (Dr.)
	Date
	Particulars
	Code #
	Amount

Rs. (Cr.)

	7-3-02

12-3-02
	Purchased goods

Purchased goods on credit
	01
	9,000

7,000


	
	BALANCE
	
	16,000



	
	Total
	
	16,000
	
	Total
	
	16,000


Carriage on purchase Account
Account code # 5

	Date
	Particulars
	Code #
	Amount

Rs. (Dr.)
	Date
	Particulars
	Code #
	Amount

Rs. (Cr.)

	10-3-02
	Paid carriage on purchase
	01
	250
	
	BALANCE
	
	250



	
	Total
	
	250
	
	Total
	
	250


Salim & co.(Creditors) Account
Account code # 6

	Date
	Particulars
	Code #
	Amount

Rs. (Dr.)
	Date
	Particulars
	Code #
	Amount

Rs. (Cr.)

	12-3-02
	Purchased goods


	04
	7,000
	21-3-02
	Paid cash

BALANCE
	01
	7,000


0

	
	Total
	
	7,000
	
	Total
	
	7,000


Sale Account
Account code # 7

	Date
	Particulars
	Code #
	Amount

Rs. (Dr.)
	Date
	Particulars
	Code #
	Amount

Rs. (Cr.)

	
	BALANCE
	
	37,000
	13-3-02

15-3-02
	Goods sold

Goods sold on credit
	01

08


	12,000


25,000

	
	Total
	
	37,000
	
	Total
	
	37,000


Usman & sons(Debtors) Account
Account code # 8

	Date
	Particulars
	Code #
	Amount

Rs. (Dr.)
	Date
	Particulars
	Code #
	Amount

Rs. (Cr.)

	15-3-02
	Goods sold
	07
	25,000
	21-3-02
	Received cash

BALANCE
	01
	25,000

0

	
	Total
	
	25,000
	
	Total
	
	25,000


Salaries Account
Account code # 9

	Date
	Particulars
	Code #
	Amount

Rs. (Dr.)
	Date
	Particulars
	Code #
	Amount

Rs. (Cr.)

	23-3-02
	Salaries paid
	01
	2,500
	
	BALANCE
	
	2,500

	
	Total
	
	2,500
	
	Total
	
	2,500


Rent Account
Account code # 10

	Date
	Particulars
	Code #
	Amount

Rs. (Dr.)
	Date
	Particulars
	Code #
	Amount

Rs. (Cr.)

	25-3-02
	Rent paid
	01
	3,000
	
	BALANCE
	
	3,000

	
	Total
	
	3,000
	
	Total
	
	3,000


Stationery Account
Account code # 3

	Date
	Particulars
	Code #
	Amount

Rs. (Dr.)
	Date
	Particulars
	Code #
	Amount

Rs. (Cr.)

	29-3-02
	Stationery purchased
	01
	2,000
	
	BALANCE
	
	2,000

	
	Total
	
	2,000
	
	Total
	
	2,000


Utility Bills Account
Account code # 12

	Date
	Particulars
	Code #
	Amount

Rs. (Dr.)
	Date
	Particulars
	Code #
	Amount

Rs. (Cr.)

	31-3-02
	Accrued utility bills
	13
	5,000
	
	BALANCE
	
	5,000

	
	Total
	
	5,000
	
	Total
	
	5,000


Accrued Expenses Account
Account code # 13

	Date
	Particulars
	Code #
	Amount

Rs. (Dr.)
	Date
	Particulars
	Code #
	Amount

Rs. (Cr.)

	31-3-02
	BALANCE
	
	5,000
	
	Accrued utility bills
	12
	5,000

	
	Total
	
	5,000
	
	Total
	
	5,000


TRIAL BALANCE

	Saeed & co.

	Trial Balance As On ( January 31, 2002)

	Title of Account
	Code
	Dr. Rs.
	Cr. Rs.

	Cash Account
	01
	161,250
	 

	Capital Account
	02
	 
	150,000

	Furniture Account
	03
	2,000
	 

	Purchases Account
	04
	16,000
	 

	Carriage on purchase account
	05
	250
	

	Salim& co. (Creditor)
	06
	 
	0

	Sales
	07
	 
	37,000

	Usman & co. (Debtor)
	08
	0
	 

	Salaries
	09
	2,500
	

	Rent
	10
	3,000
	

	Stationery
	11
	2,000
	 

	Utility billst
	12
	5,000
	 

	Accrued expenses
	13
	 
	5,000

	Total
	 
	192,000
	192,000


	Saeed & Co.

	Profit & Loss Account for the period ended January 31, 2002

	Particulars
	Amount

Rs.
	Amount

Rs.

	In  Income / Sales / Revenue (See Note #1)

      Less: Cost of Goods Sold

(See Note # 1)
	 
	37,000.

(16,250)

	      Gross Profit

      Less: Admin. Expenses

      (See Note # 2)


	 
	20,750.

(12,500)

	      Net Profit/ (Loss)
	
	8,250


Note # 1 Cost of goods sold

Purchases




16,000

Add: carriage on purchase


    250

Cost of goods sold



16,250

Note # 2 Admin. Expenses

Salaries




2,500

Rent





3,000

Stationery




2,000

Utility bills




5,000

Total Admin. Expenses


12,500

RECOMMENDED READING

After reading this lecture, you will be able to read
· Chapter # 3 of business accounting by Frank Woods
· Chapter #  5 of accounting by M. Arif & Sohail Afzal.
