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e Definition: When ali the transactions for a given perod have beon journulised, Uis
' next thing is 10 classily Iﬁemmfﬁ?facuoums aloclod Al shoitar tranzactions

be brought together. For instance, all TTARSACHANS TRIATING TG Cashy il Lo put ki oo
imilarly, all transactions with a cusiomer or a supplier 1iust also be assenblod o)
@. The book in which this classilication is done % called tho Lodqger,

lhe Ledger is a book which contains a condensed and claseilied rocoid of ol the
{ransactions of the business generally brought, traruloina o posted from the
ginal enlry.

ger is called the king of all books of acx;ouru bacause all i@ enlsies from the
entry must be posted to the various accounts in the lesdger, It sioukd s
onlains a chronoioglcal record while Ledger conlaima classuﬂad reced

entical sides —— lefl-hand side and right-hand sida, The lfhar s sics
and the nghi-hand side is calied Cradi,

‘ l all the concerned transactions s recorded on Debt side, whie
asp }‘m Credit side according to date;

- _' of the lolals of the two sides represents balance. The exciss of
Credit side indicates debii balance, while excess of Cradit side

2 indicales credit balance. It the lotal of the two sides is €qual,

be Iance

s drawn al the year end and recorded on the deficit sile 1o

5 equal. This balance is known as clusing talance.

ol the current year will be the operning balance of the next
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i Advantages . The Iclcwng are ihe a0 atages demved om Ledges
. : > - o

! k\h‘,ﬁi}& Cuougn whon suotessiud appicaton of Doudle LMy sysiem
348 is ensured. Each ard evdry ansachion s Ghacad Nl two pats—Recener and
Giver — S recurded i he hao contemad accounts in Ladger

Transactions roaing o diferent PErsars OF CoNCaIMs are racorded in the account
of each person or concern separalaly As a resul, complete and relable
Kdormalion is avalkabe n respect of 2ach and every account

Otlerent types of incumes and experses are recorded n different accounts
separalely. So, s possible to ascertain the amount of income and xpenditure
under each fead and the owesal resull at the year end through Trading and
Froft & Loss Ac.

2 account is opened for each dem of asseis and kabilies Il 8, 1herelore,
Dle i0 asceriain e value of diferent assels and kabdities and the true
cial position al the year end through Balance Sheel

ions being recorded prmarily in Journal and thereafter tnally 1n Ledgor.
ity of errors and defalcations s remole.

N
1-¢

infor nalion and slalishics are coected from Ledgar and supphed 1o
lent 1o enabie them 1o run the concern efficionily.

tandm.!oumal The purnal and the ledger are the

double wiiry sysiem of accounting. Following are the points
D types of books ~—-

-of fiest enlry (ongnal enlry); the kedger is the book of
goalmerealmemlnamhepmmslmmenﬁmw

~y'}‘n

Iord\mmbgnalra:md the ledger i the book for the

?f_ Source enlry. ordinandy has greater weight as legal

i Gat2 wilhin ihe journal is the Yransaction: the und of
the ledger is the account. =
: )

Whmm:meptmu

S
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pPRINGIPLES OF LT CTUNTNG

ﬂ Ledger : One account usually o_ccupies one page in the ledger But f the

big one & may extend 10 two Of more pages. The pages of the Ledger are
tod irfo two equal halves. The left hand haf of side is known as the Debit (Dr )

1 hand hall or side is the Credit (Cr.) sKe. The abbreviations “Dr" and “Cr.”
e top left and right hand comers. Each hall part s further sub divided into four
ate. (2) Particulars. (3) Folio. (4) Amount, as follows -—-

JE. | Amount | Date Particulars JF. | Amount

acl of separately Iransferring each eniry from Journal 1o

: The
‘edner is called Posting. Posting consists of -

T S

’ e
t amount on the left hand side of the account which
| is o be debited.

i
v

t on the right hand side of the account which, according
e crediled.

_the first entry on the debit side is preceded by the word
on the credil side is preceded by the word “By.” The
efore bsequent entries.

2 Al

ed page o{(account books )Account Books are usually
the middie and verlically divided into two pages. each
ly reference the pages of our books shouic be numbered
1 the various entries from the joumal inlo the Ledger. we

“Ledger Folio Column™ of the Journa and the page cf
" of the Ledger. This is known as “Folioing.

Iolowmg transactions and post them to the ledger

SUBEELBER
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2 Pe
_______ jf. '
solution e |, LF Db o
_M_-’__’_,_,r/é;;"cumfs i e ;
Date = fis
iR 12 | 20
se AC £" 13 20
- J"' ! P!’c’}ao.'c_ﬁcc‘loupl h » -{f/
‘ e eed lor €as
Goods purchased 10f €2 ;
T‘E‘ 14 506)
o SRR T % Toﬁeles account 15 gy
Goods 50K 0N credil.
4-”' TRy . 13 10
: ' "’dﬁ';‘ "':‘l 14 o0
_ash receive
i 16 1,000
| "To Cash Account 13 1.000
- Machinery purchased
ssh Account 1 300
“To Sales Account 15 am
0ods sold for cash. g
’"l}.‘ - 17 603
Sales Account 15 600
on credil.
, 13 590
uny 18 10
B Sons 17 60 ¢
iscount allowed
19 50
13 0
20 100
11 100
g
Tolal 5650 5550
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EDGER ACTOUNT
PrChasd s Asoount \t\ﬁiu 13
- - -:T\;m:nl Dals Pamicuan Jt Atiw il
,"i 2 ) ‘
::mxmnii“ ekl B l e !
Cash Accaunt Paga 1)
| v [Pacdes Lif | &
. I F 3&!70&;’2 Date | Fanculas . Au\n._ml
,‘ ! A o b A w.-—a
; } s 199 Fa
' 0! 50 ldan 1] By Purchases w30 | 2000
{3¥; 3 " 15 By Machinary a| 30 1000
Raten £ Sons 1 0] W0 " 30| By Rent ak X )
J g e
Kanm Account ' (Paga 14)
{dF | Ax:om!? Date | Paiticulars JF 1 Amaunt
e | P . -
| & |y } Rs
SO0 .lamai By Cash &t X &%
Sl I S
Sales Account {Page 15)
Amount | Date Patculars JE O Amount
199 a
Jan 3 | By Kanm 0 500
* 20 | By Cash arc X 300
ﬁ © 25| By Rahim & Sons| %0 00
Account (Page 16)
Date | Paticulars JF | Amount
)
i e s vl
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Pamim & Sons bccount .17,

 ——— 0 A B T A S . M ot . - s !r - -
Lale Parliculars %JF il-.nwa Date ‘n FartaCdaes ; Ao x
1091 ] Rs. | 199 é .{ s
Jan. 25| To ;a-igs ac 3 ‘ 60 |Jan28| By Cash oc f x|
! By Dscount oz | % |
[ 1 i -
Discount Account (FPags 1%,
Daie Pariculars JF.| Amount | Date | Parcisars UF | st
1991 Fs. g *
Jan. 28| To Rahim & Sons| %0 10 i ;.
A ! :%
Rent Account (Page 15

Dale | Particulars JF.| Amount | Date | Panicutars F. | Amcu

— ———+—-: —"‘-.‘——-.h - — -

1901 Rs. } f
Jan. 30| To Cash alc <l B I}
» . — 1 1
Salaries Account (Page 20;
Particulars JF.| Amowt | Date | Partcutars JF | Amouri

] s
. 31} To Cash ac 30 100

Accuncy of L.dglﬂ Tral Balance. Haw-g posied al he Bareaclons 0o S«
.lﬂmcmylpchegkﬂ\ecmednessd the work done belore procesding furnes
bT:;ldEh anthmelical accuracy of our Ledger we shouid prepare a statemend

, isa maneu pv‘epaed by laking ot the debit and creds telances
4 of Preparing Trial Balance : The foiowing are 1he man obyecives
balance ~— .

flal balance helps in knowing the anthmescal acouracy Gi e accountng
. ng @ represents a summary of al ledger balances and, tharelors
g wo sides ol ihe inal balance lally, 2 .is an ndication df thes fad hal the
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PRINCIPLES CF AC COUNTING

statements such as Income
nce Sheet. In case, the
{o prepare the financial

orms the basis fof preparing financial
rofit and Loss Account and Bala

od. It will be almost impossible

2 Trial balance!
S e Statement/Trading 8 P

- trial balance is nol prepar

~ statements.

 The entire ledger is summarised in the (orm of a trial balance. Thus the positior
~of a particular account can be judged simply by looking at the trial balan.«

tolals of the Trial Balance are equal and

be satisfied that the postings have been

)

'roof of Accuracy: If the debit and credit
»spond with the total of Joumal, we may
e and are arithmetically accurate.

The Trial Balance is usually p(epafed on a loose
e is similar fo that of a Journal. We may prepare
can

prepare a Trial Balance:
er. The ruling of a Trial Balanc
Balance in one of the following forms -+

Trial Balance.
ce Trial Balance.

alance method two sides of each Ledger account i.e., debt
p and the debil and credit totals so obtained are placed

{ Trial Balance respectively.

Trial Balance by taking out the debil side total and
e ledger.

Jalance

e e "

J F. | Total Debits | Total Credis

=5

Rs. ] Rs.
12,453 8436
43,675 34,453

23654 31.298
e

( ‘;‘?a
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One clea h ne 'l()d IS that lHlSldkeS I Uy f M ) ofte Wmf

| he Trial Balance, because 1arge number of figures would be requireq 1
reparing the Trial Balance, & s,
znlig;ed.gThus the process becomes unwieldy and cu

- ; - der the Balance —Trial Balance melhog;.
ask of preparing a Trial Balance Unte? i B
much li:wep:i%ed T;ljweerz is?/ven known axiom thal il equals are subtracted from equals

remainders are equal. On this assumplion. in place of writing agains| each account the de
) B ] = . : y p . ~ , c‘ )
as well as the credit total the balance alone is written. The difference between the two sidg

| of an account is called the balance. If the debit side of an account is grealer than the cred;

T

the balance falls on the debit side and is known as "debit balance.” If the credit side of a

SRR e

accourt'is grealer than (he debit, he. halance. is ot gredil side and 1s called as "cred
balance,” :

—

G Rules for Balancing Accounts : Rules for balancing each account of the ledger mi
be as follows :—

1. Add up both sides of the account.
A jnci-oul the difference in a separale slip
3 the difference on the lighter side.
A 4. .Add up both sides again.
5

Rule off.

The Trial Balance prepared above, if prepared with the balance of accounts ¥
appear as under ;—
Trial Balance

Ledger Account J.F. | Dr Balance (Cr. Balanct

Rs. Rs

1zash Account 4,017 '

Sundry Deblors Accounts 9,222 .

Sundry Creditors Accounits — 7,64

Discount  Account — 12

Purchase Account 26.670 :

Sales Account - 32,14

Machinery Accounl : 10,000 g
Building Account 20,000
Capital Account -
Aent Account 3400
Wages Account 600
Salaries Account ‘ 1,000
S 74909

?&‘I»i i v
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The second melhod has the added advantages ang jg the ope lhat
1 tively less chances of commilting errors . AlIS generally usad.
There are comparailvely 5. It does not apos S AS the MaGNIUGE of fie ren :
smaller the process is nol cumbrous. 06 not appear (o be UWieclly, Moroe s O FES is
fion of any account on the dale of Tria . €1, in a Triaf
Balance, the exact pos nal |

Zalance can be

E elermined
al a giance. -y Y g
QUESTIONS

Theorstical :

1. Define Ledger and state ils ulility.
2 ‘hat is ledger? Why it Is considered te be the mosy iMpontant book?
3. Whal do you understand by balancing as accoynt - Explain the terme Debi
Balance and Credit Balance. S
4. Distinguish between Ledger and Journal.
[

“A Tnal Balance is not a complete guaraniee of tha accuracy of the books o

accounts,” Then why to prepare a Trial Balance; =

6. What is a Trial Balance? Why is it prepared? What are the two ways of
preparing it, and which of them s a bet :

tler one and why?-
7. What do your mean by a Tria} Balance? Discuss the main objects of preparing
a frial balance.

Y=

Objactive:

1. Fill in the blanks by cheosing the appropriaie w

ords from those written in
‘ |
parentheses '—

(a) Cash salesto X will be posied io . . Sdedf account.
(Debii, credit, X, sales)
(b)  Salary paid in cash to Rahim will be posted to - ~ aCCouri Of
the sde, {Rahim, credil, deb, cash)
(c)  Buiking purchased for cash will be posted io account on
the —-memmemcerrenanes side. |
: (Building, credit, debit, cash)
(d)  Cash purchases from Kanm will be posted to acoount on
- b : :
(Karim, cash, purchases, debd, credii)
! o e QA -
I Answers :  (a) credit, sales; (b) salary, debit, (c) buiding, deot,
(d) purchases, debit.
2. Fill up the gaps with one of the given word; e e
() Excess of Debit side over credil side is called.......- e
(Debil/Credit). B inpt
T e 25 Folio is recorded in Ledger (Jowzézie'dedg ) .....
. r b : alled ..ovevores
() The process of recording a transaclion in Ledger s
(Entry/Posling).
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