9
CASH BOOK

9.1 INTRODUCTION

In the previous lesson, we have discussed the various Special Journals
These are subdivided into various journals/Books depending upon the
nature and type of transaction like Cash Bok. Purchasc Bok, Sales
Book, etc.

Out of these special Journals, Cash Journal or Cash Book is the most
important one As the number of Cash transactions.mn a busmess 1s
very arge, so it becomes necessary and convenient to record such
transactions in a separate book known as Cash Book This book helps
us in knowing the balance of cash in hand or/and at bank at +nv pomt
of time.

9.2 OBJECTIVES

After studying this lesson, you will be able to -

° give the meaning and types of Cash Book,

° give the me_amﬁg and format of Simple Cash Fook,

. give the meaning and format of Two Column Cash Book

) prepare Simple Cash Book from the given transactions
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. explain the significance of 'Discount’ column of the Two Column
Cash Book; ‘

. enter the amounts of discount in the debit and credit side of the
. Cash Book;

® give the format of a Three-column Cash Book;

L explain the method of preparing Three-column Cash Book;

. give the meaning of a contra entry;

® recognise tﬁe transactions containing contra entries;

. prepare Three-column Cash Book from the given transactions;

. draw out the Cash and Bank Balances;

. describe the meaning and need of Petty Cash Book.

9.3 SIMPLE CASH BOOK- MEANING AND PREPARATION

A Cash Book is an accounts book Iusively maintained for keeping
- he re ord of Cash transactions. It is the most important .ubsidiary
book. It helps the - sinessman in knowing the Cash balance at any
point of time. In  2r words, we can say that Cash Book is the record
of transactions involving Cash receipts and Cash payments.

Types of Cash Book
Cash book may be of the following types;

L Simple Cash Book or Single column cash book with cash
column only;

11. Two cblumn cash book with cash and discount coluﬁms;

III. Three-column Cash book with Cash, Bank and. discount
columns;

IV. Petty Cash Book

In this section, we are mainly - mcerned with Simple ash Book.
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L -Simpie vash Book

This . pe of Cash Book is mainly prepared by small bu-iness concerns.
This  also known as one-celumn  ‘h book. This book has two sides,
namely debit side and credit side. On its debit side, all cash receipts
are recorded and on its credit side, all cash payments a e rec rded.

The format of a Cash Book is given below ;

Dr. Simple Cash book - Cr.

Receipts . ' 7 2ayments

Date |Particulars [« F | Amount |[Date ' Particulars | LF.| Amo nt
1

Rs, | Re.

In the above format of <h Book, there are four columns on each
side These are explained as under .

1 Date

In this column we write the date of cash receip " puymentt on
the debit and credit sides r spectively in the ¢ der of th * ‘cc r.en-e.
Date of Cash r=ceipt is written on the deb.t szde an.. ;at of -+ «sh
payment on the credit side.

Particulars

In this column, the name o. the account, in respect of waich casn has
been received or paymenth  “een made, is written. Accounts pertalmng
to the receipt of cash are entered on the debit side and thos~ pcrtalmnor
to payment of cash on the credit side.

On the debit side, before writing the name of the account, t  ~reposition
‘To’ is written. And on the credit side, ‘By’ is written before writing
the name of the account. For example, if cash is 1eceived on sale of
goods, we shall write on the debit side ‘To Goods Account’ an? if
payment is made to Mohan, we will write on the crecit side ‘by
Mohan : Account’.
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3.

Ledger Folio (L.F.)

~ In this colamn, we write page number on which the account appears
in the ledger. You will learn more about L.F. in the lesson on ‘Ledger-
Posting’.

4.

Amount

On the debit side, we write the amount of cash receipts and on the
credit cash payments. ‘

'PREPARATION OF CASH BOOK

Cash Book / -prepared by following these steps :

@)

(i)

(iii)

Since Cash .'c is an Asset account, apply the rule aorlicable to
assets. This rule is Debit the increase in asset and C-edit the
decrease in.it'. This implies that receipt o cash is debited and
payment of cash  credited.

In Cash of Receipt of Cash, write the following details on the
debit side :

—  Date of receipt under the ‘Date column’

—  The name of account (starting with the preposition ‘To’;
under the particulars column.

~- L. . Column may be left blank for the time being or the
pa.e number of the Ledger is recorded.

- Figures in Rs........ under the Amount column.

In ash of ‘payment of cash write the following details on the
Credit side.

—  Date of payment under the ‘Date column’

— * The name of account due to which cash has been paid,
under the ‘Particulars Column (starting wit preposition

37)
t.F. Column may be left blank for the time biing.

—-  Figures m Rs under the ‘Amount’ Column.
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BALANCING OF CASH BOOK

For finding out the closing Balance of Cash in hand at any point of
time, the following steps are taken :

(a)
(b)

(d)

()

(f)

()

Firstly, find the total of the debit side i.e., receipts side.

_Find ¢ e total of the credit side i.e. payments side.

Deduct the total of credit side from the total of debit side. The
difference so calculated is known as.balance of Cash in hand.

Write this balance on the credit side in the Amount c8lumn,
with the words ‘By Balance carried down™ or ‘By Bal ¢/d’ in the
Particulars column.

This balance is also known as debit balance as the total of debit
side is more than that of the credit side.

The debit balance so calculated will be written in the Amount
column on the debit side of the Cash book with the words ‘To
Balance brought down’ or ‘To Balance b/d’ in the Particulars .
column on the next day. '

"Ihese totals will be written in both the Amount columns afier

placing a single horizontal line. After writing the totals, two
horizontal lines will be placed in the amount columns on both
the sides.

With the help of the above steps, you will be able to prepare Cash
Book and to calculate the Balance of Cash in hand at a particular pomnt
of time.

The above can be illusirated with the help of the following illustration

L]
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Hlustration : Enter the following transactions in a Simple Cash Book:

1996

Jan

5 Received from Satish

1 Cash in Hand

7 Paid Rent

Rs.
10,000
5,000

2,500

8  Purchased goods for Cash from R.K. Sons & Co. 9,000

10 Sold goods for Cash . 12,000
15 Purchased Fumiture . 2,000
18 Received Interest 600
22 Paid Cash to Rohit on account 750
25 Paid Salaries 800
30 Paid Miscellaneous Expenses 450
Solutien :
Cash Book
Dr. Receipts . Payments C
Date | Particulars L.F.| Amount] Date | Particulars Amount
1996 | - _ 1996
Jan 1 | To Balance B/d 10,000 jJan 7 | By Rent Alc 2,500
"5 | To Satish's Alc 5000 |" 10 | By Goods Al 9,000
"0 | To Go(_)ds Alc 12,000 {{" 10 | By Fumiture Alc - 2,000
" 18 To Interést Alc | 600 (" 22 } By Rchit Ak 750
" 25 | By Salaries Afc - 860
" 30 | By Mis-Exp Ale 450
" 31 | By Balance ¢/d . +4,100
27,600 4 27,600
Feb 1| To Balance b/d 12,100 -

il
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INTEXT QUESTIONS 9.1

L.

IL.

Complete the following sentences with suitable words :-

0

| (ii)

(i)
(iv)

)

Cash book records transactions relating to Cash and
Cash

Cash book helps in knowing . at any point of
time. : '

The debit side of the Cash book is geherally than .

the credit side.

After calculating the balance the end of a period in a
Cash book it is written as on the next day.

Cash book does not record transactions of nature.

Some iransactions are given below. On which side of the Cash
book would you record them. Tick () the correct side :

| S.No. Transactions - Debit side Credit side !
(i) = Ramesh started business |
with Cash
(ii) He Purchased goods
(iii) Opening Cash Balance
(iv) Sold goods on Credit
(V) Ma_&e ;iaymént of Loan o .
(vi) Sold goods for Cash |

(vii) Paid Salaries to Mohan

(viii) Purchased Machinery




I Calculate and Record balance of Cash Book given below in a

proper way -

;Dr.. Rc‘ceipts - ~ Payments Cr.
‘Date | Particulars L.F.] Amount || Date § Particulars |L.F{ Amount
1995. : Rs. . || 1995 Rs.
July 1| To Capital Al 15,000 ||July 4| By Rent Afc 2,200
"9 To Sales Ale 4000 {|"7 | By Purchase_s Alc - 3,000
" 15 To Commission 1,300 " 24 -By Salaries Alc 2,500'
’ Als \ : '
w35 | To Sohan Ale | | 2,000 |[*29 } By RK. Sons A/d [ 7,000

94 TWO COLUMN CASH BOOK

An addltlonal feature of the Two-column Cash book is that the discount
allowed by the firm to customers and discount allowed to the firm by
outsiders can be recorded in it. This Cash Book, besides recording the
cash receipts and cash payments, also provides for recording the detalls

of cash discount.

" You are already familiar with the columns of Simple Cash Book. Two

column Cash Book has an additional ‘Discount’ "_olumn on each side.

Its format is given below:
- Two Column Cash Book

Dr.

Cr.

Date |Particulars [L.F.| Discount | Amount || Date{Particulars

L.F.

Discount

Amount

Two-colamn Cash ‘Book is prepared i in the same may as Sxmple Cash
Book is prepared. The only difference is that Cash Discount ’ is also

recorded in it.

“+
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The treatment of Cash discount is explained as :—

7i_) "~ Cash discount allowed.

Credit sale of goods is a common practice in business. When goods are
sold on credit, the customer. are required to make the payment on a
future date. In order to encourage them to make an early payment, a
deduction is offered to the customers which is known as Cash discount.
When the customers make an early payment (before the due date), they

. are allowed discount by the business. The actual amount received is

written m the ‘Amount ’ column on the debit side of Cash Book, The
discount allowed ;0 them is written in the discount column on the
same side.

Cash discount aliowed is a loss or expense of the business and is, thus,
debited. : o |

Suppose Akshay pays Rs.900 and Rs.10 is allowed as discount to him.
The transactior ~ ows that Akshay was a debtor to the extent of
Rs.1,000. As he made early payment, the firm allowed him Rs.10 as
discount. This will be entered on the debit side of the Cash Book as
follows : -

Dr. Cash Book

Date ] Particulars LF Discount | Amount
! Rs. Rs.
"1 Akshay's Alc : 10 9t 0

ii)  Cash discount Allowed to the Firm

When a business makes payments to a creditor before the expiry of a
certain specified period, discount is generally allowed to it by the
supplier. In such a case, discount allowed to the business will be a
gain for it. So the amount paid wil' te written in the Cash column on
the ,credit side of the Cash Book.
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Cash discount allowed to the firm is a gain or income for the business,
and, thus, is credited and recorded in the ‘Discount’ ¢olumn.

In case of payment of Rs.1980 to Mohit, who allows a discount of
Rs.20, the transaction will be recorded on the credit side, because it is
a payment, Discount received being an income will be credited. This
will be entered on the credit side of the Cash Book as follows :

Cash” Book
Date Particulars L.F. Discount | Amount
Rs. Rs.
By Mohit's A/c | 20 1,980

PREPARATION OF TWO COLUMN CASH BOOK

Rules for recording transactions in Two column Cash Book are as
follows : R

(1) The details of Date and Particulars’ columns are entered as
discussed earlier in Simple column Cash Book.

(2) Enter the amount received in the debit side and amount paid in
the credit side under the heading ‘Amount’. In case discount is
allowed by the firm or allowed to it, net amount after deducting

" the discount should be written in the ‘“Amount’ column.

(3) Discount on the debit side is entered in the ‘Discount’ column
against the name of the party who have given cash to the firm,

Discount on the Credit side is recorded in the ‘Discount’ column
against the name of party to whom cash has been given

(4) Discount columns- are never balanced. They are just totalled_
From these totals, total discount allowed by the firm or tota]
dis- sunt allowed to it by its creditors can be ascertained.

—~_
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_(5) The other amount columns on the receipts and payments sideE ‘5

. -are balanced as totals as in Simple column Cash Book.

Hlustration I

Enter the following transactions in Two-column Cash Book:

1995

|

?

!

jan 1 Cash in Hand 1,500
5 Paid to Ram " 300
Discount alIow_ed by him 10
3 Purchaséd goods | 400
10 Received from R. Gupta 980
Discount Allowed 20
16 Sold goods 400.
21 Paid to S. Sharma 295
Discount received 5
25 Paid we{ges _ 50
31 Paid fé Narayan in full settlement of his 400..
account which shows a credit balance
of Rs. 400 ‘ 390
Solution: _
Dr. Two Column Cash Book Cr
e Particulars ~ |L. [ Discount|Amount || Date “Partioulars L. |Discount| Amount
F.| Rs. Rs. F | Rs. Rs.
.Jar 1 | To Balance bid - 1,500 |{tan 5| By Ram's Afc 10 300
10 |To R. Gupta's A/ 20 | 980 |8 | By Purchascs Arc - 400
" .- | To Sales Alc - — | 400 || 21 | By SShanma’s Ak 5 295
" 25 | By Wages Alc —_ 50
" 31 | By Namyan's Alc 10 390
1" 31 | By Balance c/d 1,445
T 20 |2880 ’ 25 2,850 ﬂ
Feb | To Balance bid 1,445 |
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Hlustration

1996

July

1

10

15

18

19

20
25
26

29

30

31

31

Enter the following transactions in Two-Column Cash Book :

Balance of cash in hand

Received cash from Arjun

Paid into Bank

Paid to Satish Bros. for goods purchased in
June, Rs. 4000 and discount received
Received Rs. 2,800 for cash sales

Paid to Narayan Rs.1930 in full

settlement of. his account of Rs. 2,000
Withdrew for ﬁersonal use

Received Rs.3,140 from Ramesh Bros.

in full settlement of his account of Rs.3,200

-Withcirew from Bank for office use

Paid cash for electricity charges
Paid rent for May & June

Cash Sales

Deposited into Bank

Paid cash for a&vertisément

Salaries paid in cash

10,000

3,000

4,800

80

2,000

2,000
620
2,600
3,400
200
200
1,300




. 142 2: Acecoan cy

) Selution

Dr. | Two Column Cash Book cr.

- Date | Particulars L.| Disco— | Amount  Date | Particulers . L. | Disco— | Amount

19%6 F.{ unt Rs.| Ra, ~ 1996 . F. {unt Rs. |{ Rs.

) ulyl | To Bal. bid . " | — | 10,000 |iuly 3| By Bank Afc 4,800
"1 To Arjun's Alc — | 3,000 "9 By Satish Bros. 80 4,000

+ " 10 | To Sales Afe . —] 2,800 |" 15 {By Namyan's Alc 70 1,930
* 19 | To Ramesh Bros. 60} 3,140 [" 18 [ By Drawing Alv — 2,000

" 20 | Ta Bank Afc — 1 2,800 ["25 By E. chatges o — 620

"29 |To Sales Al | g —| 3400 |26 |By Reat Al — | 2600

" 30 |By Bank Al — | 2000

" 31 }By Advertis- — 200

ement Afc

" 31 | By Salarics Ale — 1,300

v 31 | By Bat. cad ‘ 5,690

&0 { 25,140 150 25,140

Aug 1] To Bsl. b/id 5,690

INTEXT QUESTIONS 9.2

L To which side of the Cash Book will the following be recorded:
* (1)  Started Business with Cash’ |
(if)  Deposited into Bank
(iii) Sold. Goods for Cash.
(iv) Received Cash from Lalit
) Discc‘)unt allowed to Lalit -
(vi) Cash Paid 0 Gupm Bros.

(vii) Discount allowed by Gupta Bros.
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Il.  Against each of the following transactions, write ‘R’ if it is to
be recorded in the Cash Book and N R if it is not to be recorded
in it. | '

(i) Paid Cash int e Ban’
J Av’
1) YWdrew Cash 0o er' nal use
) Bought Goods from Akshay
V) aid Rent in Cash

(vi Tasi Received from Amit and allowed him discount

9.5 THREE COLUMN CASH BOOK

The two types of Cash Book, discussed so far show only the Cash
balance. Some concerns, besides the cash transactions, have many bank
transactions also. Businessmen find it easier and safer to receive and
make payments through cheques. Often they feel the need of knowing
their bank balance. There is another type of Cash book which shows
both the cash and the bank balances. Such Cash Book is known as
Three-column or Bank Column Cash Book. This Cash Book has an
additional column of Bank on each side. In Bank column, all the
transactions pertaining to bank are recorded.

The format of Bank column (Three-Column) Cash Book is as:

Dr. ) Cr.

Date | Particulars * |L.{Disco- | Cash | Bank |[Date Particulars ‘ L.|Disco- | Cash | Bank

F. unt Rs. | Rs. F|unt Rs] Rs.| Rs
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Preparation of Three-column Cash Book

Preparation of Three-column Cash Book has been discussed under the
following heads : '

1. Opening Cash and Debit Bank balances

The opening Cash and Bank balances are recorded on the debit side of
the Cash Book in their respective Amount columns with the words “To
Balance b/d’ in the Particulars column.

Suppose, if a. busiﬁess has Rs. 5,000 as Cash in hand and Rs. 3,000
as Cash at Bank on Jan 1 1996. Then these will be entered as follows
in the Cash Book.

Dr. Receipt Cash Book
Amount | Amount:
Date Particulars _ L.F, | Discount | Cash | Bank
' Rs. Rs. Rs.
1996
Janl To Balance b/d - 5,000 3,000

2. Opening Credit Bank Balance

Sometimes, a businessman withdraws more than what he has deposited
in his Bank account. This facility is given by the Banks to its customers
on some security or guarantee given by the businessman. This is known
as overdraft facility. In such a case the businessman will have a credit
balance in the Amount (Bank) column of the Cash Book.

Whenever, the businessman has an opening credit Bank balance. Then
it will be recorded on the credit side of the Cash Book by wrltmg ‘By
balance b/d’ in the ‘Particulars’ column.

If a businessman for example, has Rs.5,000 as Cash in hand and

- Rs.2,000 as overdraft (credit balance) in the Bank, then it will be

recorded as follows
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Dr. Three Column Cash Book | cr.

' Datc | Particulars  |L. rDiscu— Cash jBank |PDate Particulars L. |Disco- [Cash | Bank
I F. [ unt Rs. | Rs. F junt Rs| Rs. Rx
2’1996 ) : 1996

| an.1 | To Bal Brd — 5000 | — |[1an1| By BaL b — | —| 200

.3, Cash Receipts and Cash Payments

As you knové, amount' réceivcd in cash is r;acorded on the debit side of
the Cash Book and amount paid is recorded on the credit side of the
Cash Book." '

In case any discount is allowed by the firm or discount is allowed to
the firm, then it will be recorded in the respective Discount columns

with the name of the party and amount in the respective columns on
both the sides. -

- Thiis has already been discussed in the Two-columh Cash Book.

4 Receipt of Cheques

When a business concern receives cheques from customers, it records
 them in the following manner :

- Case 1

~ When chegue is received and deposited into the bank on the same day. -
For example, a cheque of Rs.1,000 received on 1-4-96 from Rakesh
~ and deposited into the bank on the same day.

This transaction will be recorded on the debit side in the Amount
(Bank) column of the Cash Book as follows :
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Dr. Receipts Cash Book
_ Amount | Amount

Date Particulars : L.F. | Discount|{ Cash Bank

Rs. Rs. Rs.
1996
April 1| To Rakesh's A/c , 1,000

L 2

Case - 1I

When chegue is received but is not deposifed into the bank on the
same day. Such a cheque is treated as cash and is entered on the debit
side of the Cash Book in the Cash column.

When the cheque is deposited into the bank, they are entered on both
the sides of the Cash Book - on the Debit side in Bank Column (as
bank is the receiver) and on the Credit side in Cash column (as the
Cheque goes out). This is a ‘Contra Entry’.

Contra Entries are, therefore, those which appear at the same time on
both the sides of Cash Book. These entries are distingnished from
other entries by Writing the word ‘C’ against them in L.F. Column.
They are not required to be posted to ledger. These entries either
increase Bank Amount and decrease Cash Amount or increase Cash
amount and decrease Bank Amount. These are mainly under two
conditions :

a) When cash is withdrawn from bank.

b)  When cash is deposited into bank.
5. Payment by cheque

All payments .nadz by cheques are entered on the credit side in the
Amount (Bank) column of the Cash Book. This will reduce the balance
at Bank. :

If some discount is allowed by the party receiving the payment, it is
entered in the Discount column on the credit side against the name of

~ that party.




Cash Book ::147

For example, Payment made to Rohit by cheque for Rs.1,980 in full
settiement of his account of Rs.2,000. This transaction will be recorded
in the Cash Book as :

Dr. ” Cash Book Cr.
Amount | Amount
Date | Particulars - L.F.| Discount| Cash Bank
Rs. Rs. Rs.
By Mohit's A/c 20 — 1 1,980

Whenever cash is withdrawn from Bank for use in the office, both the
Cash and Bank amounts are affected in the Cash Book. In such a case,
the amount withdrawn will be entered on the debit side in the Cash
column and on the credit side in the Bank column. This is so because
~Cash in hand is increasing and Cash at Bank is decreasing.

Similarly, when Cash is deposited into Bank, it will again be recorded
on the both the sides of the Cash Book. Therefore, as the balance at
Bank is increasing, the amount will be written on the debit side in the
bank column of the Cash Book. And as the Cash in hand is decreasing,
the amount witl be written in the cash column on the credit side of the
Cash Book. '

Example : Enter the following transactions in Three Column . Cash

Book.
July 10 Cash deposited into Bank Rs.5,000
July 14 Cash withdrawn from Bank for office use Rs.3,500°

July 18 C: h withdrawn from Bank fro private purpose Rs.500
July 21 Received cheque from Mohan , Rs.4,500

_July 24 Mohan's cheque deposited into Bank
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. _

Dr. Three Column Cash Book Cr. .
Date| Particulars L. [Disco-| Cash| Bank {| Date Particulars L] Disco- } Cash | Bank
F.| unt Rs.| Rs. Flunt Rs.] Rs. R,
1996 1996
July July
10 |To Cash Alc c] — — 15,000 10 | By Bank Afc Cl - 5,000 -
14 |To Bank A/c C| — 3,500 — 14 | By Cash Alc Cj — 3,500
21 {To Mohan’s A/d — 14,500 — 18 | By Diawings A/fq — -1 500
24 ITo Cash Ale Ci — — |4,500 24 | By Bank Alc cl — 4,500 -
Note:-

(1)  Transactions pertaining to July 18 is not a contra entry, as the
amount withdrawn is not for office use.

" (2) On July 21, a cheque is received from Mohan. As the cheque is

not being sent to the bank for collection the same day, therefore,
it will be entered in the Cash column. '

(3)  On July 24, the same cheque received on July 21 is sent to the
Bank for collection. Therefore, the entry for depositing of cash
into bank will be made. Thus, the entry on July 24 is a contra

entry.
6. Endorsement (Transfer) of cheques received

Sometimes, a businessman does not send a clfeque. received by it to the
bank for collection. He may endorse or transfer this cheque in favour |
of some creditor for making the payment of his debt. In such a case,
when the cheque was received, it must have been entered in the cash
column. Now, when the cheque is transferied, it will be taken as payment
by cash. For example, if on April 10, a cheque was received from
Satish for Rs. 5,000 and it was endorsed on April 15 in favour of
Ramprasksh, a creditor or business, the entries in the Cash Book will
appear as follows :-




Dr. Three Column Cash Book Cr.
Date | Particulars L.|Disco- | Cash | Bank |{Date Particulars L.| Disco- |Cash iBank
F.| unt Rs. | Rs. F| unt Rs|{ Rs. Rs.
1996 | - 11996
April] April
© 10| To Satish’s q — 5000} — 14 | By Ram Prakash — 5,000 | —
Al Alc *

7. Bank charges, interest etc. If bank deducts any interest or
charges, the same will be entered on the credit (payments) side in the
Amount (Bank) column. Similarly, if bank gives interest, collects
commission or receives a cheque directly from a customer, these will
be recorded on the debit (receipts) side in the Amount (Bank) column,

8. Balancing the Three-column Cash Book

You have learnt how to balénce a single column cash book, in the
same way, bank column in Three-column cash book is balanced.

Let us leam_how to record transactions in Three-column cash book
~with the help of the following illustration.

INlustration : Prepére Three Column Cash Boo' from the following:

1996 | | Rs.
Mar 1. Cash Balance 7,020
Bank Balance . 10,000

3. Cash Sales ' _ 10,000

f 6 Rent Paid by cheque 500

7 Cash deposited into bank 1,000

Cash Boak P 149
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10. Wages Paid 1,004)
11. Salaries paid by cheques 3,000
12. Received cheque from Mohan and 7,800
Discount allowed, the cheque was 200
deposited into the Bank on the same day
14. Goods purchased 3,000
With awn from bank for office use 500
18. Issued-ch * o Hati nd di- ount 590
received 10
20 Interest Credited by Bank 200
21 Received a cheque from Ram 1,000
30 Salaries paid 200
.
Dr. Three Column Cash Book Cr.
Date ! Particulars  jL} Disco] Cash| Bank IDate Particutars  |L.}Disco- |Cash [Bank
Fiunt Rs| Rs.| Rs. F junt Rs] Rs. Rs.
1996 1996
Mar. Mar.
1 |To Bal. b/id — 1 7.000|10,000]| 6 IBy Rent Asc — L — 500
3 |To Sales Afc — hoe00f —{} 7 iBy Bank Alc — {1,000 —
7 |To Cash A/c ] - —{ 1,000|| 10 [By Wages A/c — 1,006 —_—
12 |To Mohan A/c 200 —] 7.800{| 11 By Salaries A/c — — 1| 3,000
16 1To Bank A/ic (0 — 500 —1] 14 |By Purchases A/c — | 3,000 —
20 tTo Interest Afc -— —| 200}{ 16 |By Cash Alc cj — — 500
21 [To Ram Afc — 1,000 —1I| 18 |By Han Afc 10 — 590
20 |By Salaries A/c — 200 —
31 |By Bal. c/d li3,300] 14,410
200 118,500]19,000 .10 118,500 | 19,000
Apr.
1 |To Bal b — [13,300]14,410
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PETIY .ASH BOOK - MEANING AND NEED

A Business orgamsatlon often has to incur many expenses which are
of small amounts but of repetitive nature. Examples of such payments
are conveyance, postage, telegram, stationery, cartage and other
miscellaneous expenses, etc. Such expenses are called Petty Expenses.

Recording of such small expenses in the Cash Book will make it very

ulky. It will also become very difficult, burdensome and tlme consuming

for the Head Cashier.

In order to avoid all this, many orgainsatiors aopoint one more cashier,

who is known as Petty Cashier. He is responsible for making and
recording all such small payments i.e. petty expenses in a bouk known

-as Petty Cash Book.

The Petty Cashier is normally given a fixed amount of money which
1s sufficient for meeting petty expenses for a particular period. This
amount is given to'the Petty Cashier in the beginning of a certain
period say a week or a month. At the end of the specified period, the

Petty Cashier ascertains the total amount spent from Petty Cash Book.

The Petty Cashier submits the account of petfy expenses to the Head
Cashier. The Head Cashier after examiniilg the accounts, makes the
payment to the Petty Cashier. Thus, at the beginning, of the next period,
he gets the same amount as he had at the beginning of the first period.
This is known as relmbursement of petty expenses.

If for example, Head Cashier, gives to the Petty Cashler Rs, 1 000 at
the beginning of January 1996. Petty expenses during the month of
January amounted to Rs.850. Thus, the petty cashier, will have Rs.150
(1,000-850) as cash Balance at the end of the period January 1996.

Now, the Head Cashier will handover or reimburse Rs.850 to the Petty

Cashier, so that at the beginning of February, 1996, he wﬂl again r-ave
Rs.1,000 as’ opening Cash Balance.

Thus, the amount which is paid to the Petty Cashier at the beginning
of a period is called ‘Imprest amount’ and this system of maintaining
Petty Cash book is known as Imprest System * of keeping a Petty Cash
Book : '

:'.‘-"Iﬁ/
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INTEXT QUESTIONS 9.3

Fill in the blanks with suitable words:

®

(i)
(i)
()

™

(vi)

The Additional column in Three column Cash Bank
reprosents

If an entry is compléteiy recorded in the Cash Book itself,
such entry is known as

When a cheque is received from a customer but not

deposited into the bank on the same day, it will be recorded
on side in column. -

The two balances shown by a three Column Cash Book
are and

Under Imprest System of Petty Cash Book, the Petty
Cashier is reimbursed with the amount equivalent to what
he spent during the

The amount which is paid to the petty cashier at the
beginning -of a period is known as

*i

9.6 WHAT YOU HAVE LEARNT

1.

Meaning : A Book in ‘which transactions- involving Cas 1 receipts
and Cash payments are recorded.is known as Cash Book.

Type of Cash Book : (1) Simple Cash Book

(2) Two Column Cash Book
(‘31 Three _C_c‘)lumn Cash Book
(4) Petty Cash Book

Simple Cash Book :- A Cash Book, which has only on. amount

- column on both sides for recordife = (cipts and ¢ ‘ments of

cash is called Simple Cash Book.
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Two Column f‘ash Book :- A Cash Book whlch has two column,

one for recording discount and the other for recording cash on
1ts both sides is called Two-column Cash Book.

Three Column Cash Book :- A Cash Book which has Discount,

Cash and Bank Column on its both sides is called Thrce column
Cash Book.

Contra Entry

An accounting entry which is recorded on both the debit and
credit sides of the Cash Book is known as Contra entry. As no
posting is required for’such an entry in the ledger, the letter “C*
is put in the ledger folio c¢blumn on both the sides of the Cash
Book. This includes the recording of the following two types of
transactions:-

(a)  Cash deposited into Bank from office.

(b) Cash withdrawn from Bank for office use.

Petty Cash Book :- A book having record of small payments or
expenses for a particular period of time maintained by Petty
Cashier.

TERMINAL QUESTIONS

Answer the following questions (in 1-10 words) .

a. Name the book which keeps recuiu of Cash receipts and

Cash payments.

b. How' fnany columns are there on each side of a simple

Cash Book?
c. What difference do you observé in the columns of the

simple, two and three column Cash Books?

d. . On which side of the Cash Book are the receipts entered?

e. What does ‘C’ stand for in a Three Column Cash Book_?

f . What does the total of discount in the credit side of the ~

cash Book show?
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2. Answer the following (in 30-40 words)
a. How is a Cash Book balanced?
b. What is a Contra Entry?

¢c.  What is meant by' Imprest System of maintaining Petty
Cash Book?

d. Prepare the format of “Three-column’ Cash Book.
3, What is Cash Book? How is it important for a business? |

4, What do you 'mean by Petty Cash Book ? Also explain the need
. the imprest system of petty cash book with suitable example.

5. Enter the following transactions in the Simple column tash book
of Mr. Milttal. _

1996 . o Rs.

" July 1  Started business with Cash ' 20,000

" 2 Purchased Furniture e | - 1,500

" 2. Purchased Electrical fittings 500

" 4 Purchased goods 4,500

" 6 Sold goods for Cash 750

" 8 -Paid for goods | S ~ 1,500

" 9  Cash Sales N o 800

" ,'.12 Paid interest ; ' | 20

" 15 "Paid Miscellaneous expenses S 20

. " 16 -Withdrawn for personal- expenses 500

" I8 Sold _goods for Cash . 2,000

" 26 Paid 1en* 1,400

" .28 ‘Received Commission 150
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Enter the following transactions in Cash Book with Discount.

columns/ Two Column Cash Book

1995

L

‘Jan 1 Cash in Hand

" 6

¥ 25

"3l

Paidrto Rohit

Disccunt. allowed by him
Purchased goods
Received from R. Kalra
Discount allowed to him

Sold goods for Cash

‘Paid to Shrey

Discount received
Paid wages

Paid to Murty in full settlement

of his account which showed a credit
balance of Rs.400

Rs.
1,500

300
10
400
980
20
400

295
50

390

Enter the following transactions in Two column Cash Book

1996
Aprill

n 4-

" 6 "

H . 12
" 13

Mr, Satish Comfnenced business with Cash

Bought goods for Césh-
Paid Mr. Lalit Cash

" Discount allowed

Depo-sitcd in Bank

Paid for office Furniture Cash
Sold goods for Cash

Paid Wages in Cash

Rs_

65,000
6,850
1,950

60

40,000

4,650

1.000

1,200
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" 14 Paid for stationery | o 400
" 15 Sold 'goodﬁ for Cash ) ’ 8,500
" 17 Paid for Miscellaneous Expenses 450
" 19 Received Cash from A. Kumar & Sons 4,850
Alldwed him discount ' 150
" 21 Purchased a Stereo . 2,500
" 22 Paid Saly 4,000
" 23- Paid Amit - 4,850
Discount allowed by him _ 50
" 28 Paid Electricity Bill | 350
" 29 Paid for advertising 400
" 30 Received from Arun Rs. 3950 in full
settlement of his A/c of 4,000
" 31 Paid into Bank 5,000
Prepare Three column Cash Book from the following
transactions:-
1996 |
June 1 Cash in Hand 1,6000
Cash at Bank ! | 10,000
"4 T Réceived cheque from Anand & Co. :
in full settlement of his account of 5,000
. Discount allowed to him : : 50
“ 5 Bought goods by cheque | . 8,000
" 7 Anand & Co’s cheque deposited into Bank |
"8 Bought goo'ds for cash 200

12 Paid Trade expenses 100
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H 21

S 7

" 26.

n 27

Prepare Three-column Cash Book from the following transactions:

1995
Jan 1

" 2
n 5
1] 7
[1] 8

1] 1 3
" 15

Paid into Bank

Man Singh, who owed Rs.2,000 became
bankrupt 2nd paid us 50 paise in a rupee

Received from Gautam

Allowed him discount

Paid Rs.250 to Mohan and he allowed

us discount

Withdrew from Bank for Private use

Sold goods for Cash

Received a cheque for goods sold

Cash in hand

Cash in Bank

Deposited into Bank
Received from Ajay and
allowed discount

Pﬁrchased furniture for cash
Paid by c};eque to Sanjay and
discount allowed by him
Recéived from Sameer by cheque
and deposited into Bank

Cash Sales’

Deposited into bank

1,000

100

5
200
100

900 -

Rs.
567
12,675
500
790
10
250

745

500
785

- 1,000
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Xl

17

19

22
25

31

Purchased a motor-car

and p-ai'd_ by cheque R

Paid by bheque' to Dilip

and received discount

withdrew from Bank for office use
Purchased gods for Cash

Paid establishment expenses through Baﬁk

Paid rent in Cash

9.8 ANSWER TO INTEXT QUESTIONS

9.1 L

IL.

(i) Receipts, Payments
(1) Cash Balance
(iliy More

(iv) To Balance b/d

(v)  Credit or non-cash

S. No. Debit Credit
Side Side

1. ~ —

2. — V

3. v —

4. . —_ —

5. — :

6. — v

5.240

367

. 250

350
450

50
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IL.

~—

HI. - Under Credit side.— By balance ¢/d 7,600
Totals of Debit and Credit side 22,300
(i) Debit  (ii) Credit (iii) Debit
(iv) Debit (v) Debit  (vi) Credit
(vii) Credit :
®H R (i) NR (iii) R
(iv) NR (v) R. (vi) R

() Bank (i) Contra entry

(111) Debit, Cash (iv) Cash and Bank

(v} Previons month (vi) Imiprest Amount

-
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