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Sub-division of journals – Meaning 

1. Sub-Division of Journal refers to the process of dividing the journal into different books 

to manage the large volume of transactions. The Sub-Division of the Journal helps to 

organize and simplify the recording process, making it easier to manage and retrieve 

information.  

2. Sub – division of Journal is also called as Subsidiary Books. 

3. Subsidiary books are sub-divisions of journal in each of which transactions of similar 

nature are recorded. These are the books of prime entry. Instead of recording in one 

journal, the transactions are recorded in a number of prescribed books. 

Types of Sub-division of Journal. 

Purpose 

i. Purchases Book records only credit purchases of goods by the trader. 

ii. Sales Book is meant for entering only credit sales of goods by the trader.  

iii. Purchases Return Book records the goods returned by the trader to suppliers.  

iv. Sales Return Book deals with goods returned (out of previous sales) by the 

customers.  

v. Bills Receivable Book records the receipts of bills (Bills Receivable). 

vi. Bills Payable Book records the issue of bills (Bills Payable).  

vii. Cash Book is used for recording only cash transactions i.e., receipts and 

payments of cash. 

viii. Journal Proper is the journal which records the entries which cannot be 

entered in any of the above listed subsidiary books. 

Module 4 

SUB-DIVISION OF JOURNALS & NEGOTIABLE INSTRUMENTS 

Sub-division of journals: Cash Journal, Petty Cash Book, Purchase Journal, Sales 

Journal, Sales Return Journal. 

Negotiable Instruments: Promissory Note, Specimen of Promissory note, Bill of 

Exchange, Cheque, Some Important Terms, Accounting Entries, Billes sent for 

collection, Accommodation Bills, Bills receivable and payable books. 
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Petty Cash book - A petty cash book is not similar to your computer accounting record. 

Instead, it is a ledger book used to note down all petty expenses. Whenever there is any 

payment made for smaller office or business expenses, that expense is recorded along 

with the amount and date in a petty cash book. 

 

 

 

 

I. Purchase Book. 

Purchases Book also known as Bought Day Book is used to record all credit purchases of 

goods which are meant for resale in the business. Cash purchases of goods, cash and credit 

purchases of assets are not entered in this book. Before discussing the Purchase Day Book, 

in detail we are to explain the most significant terms, Trade Discount and Cash Discount. 

 

Trade discount - is an allowance or concession granted by the seller to the buyer, if the 

customer purchases goods above a certain quantity or above a certain amount. The amount of 

the purchase made, is always arrived at after deducting the trade discount, i.e., only the net 

amount is considered.  

For example, if the list price (price prescribed by the manufacturers or wholesalers) of a 

commodity is Rs.100, and trade discount granted by manufacturer to the wholesaler is 20% 

then cost price of the commodity to the wholesaler is Rs.80. Trade discount is not recorded in 

the books. They are used for determining the net price. 

 

Cash Discount Sale of goods on credit is a common phenomenon in any business. When goods 

are sold on credit the customers enjoy a facility of making payment on some date in the future. 

In order to encourage them to make the payment before the expiry of the credit period a 

deduction is offered. The deduction so made is known as cash discount.  

For example, If Ram purchases goods worth Rs.5,000 on 30 days credit then, as per the terms 

of contract, he is authorised to make payment 30 days after the date of purchase. If he is offered 

a cash discount of 2% on payment within 10 days and if he does so, he is entitled to deduct 

Rs.100 from the invoice price and pay Rs.4,900. In this case Rs.100 is cash discount. But if he 

does not choose to make payment within 10 days then he will not get any cash discount. In this 

case he will pay Rs.5,000 after 30 days. 

 

Format of Purchases Book. 
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i. Date Column – Represents the date on which the transaction took place.  

ii. Particulars Column – This column includes the name of the seller and the 

particulars of goods purchased.  

iii. Inward Invoice No. Column – Reveals the serial number of the inward invoice. 

iv.  LF. Column – This column shows the page number of the suppliers account in the 

ledger accounts.  

v. Details Column – Reveals the amount of goods purchased and the amount of trade 

discount. 

vi. Total Column – This column represents the net price of the goods, i.e., the amount 

which is payable to the creditors after adjusting discount and expenses if any.  

vii. Remarks Column – Contains any extra information. 

 

Posting and Balancing  

Once transactions are properly recorded in purchases journal, they are posted into the ledger. 

The procedure for posting is stated as under.  

Step 1 - an Entries will be posted to the credit side of the respective creditors (supplier) account 

in the ledger by writing “By Purchases A/c” in the particular’s column.  

Step 2 – a Periodic total is posted to the debit of purchases account by writing “To sundries as 

per purchases book” in the particular’s column. 

 

 

 

 

Problems Based on Purchase Book. 

1. From the following transactions of Ram for July, 2003 prepare the Purchases Book and 

ledger accounts connected with this book.  

2003 July 5 Purchased on credit from Kannan & Co.  

50 Iron boxes @ Rs. 500  

10 Grinders @ Rs. 3,000 

July 6 Purchased for cash from Siva & Bros.  

25 Fans @ Rs. 1,250 

July 10 Purchased from Balan & Sons on credit  

20 Grinders @ Rs. 2,500  

10 Mixie @ Rs. 3,000 

July 20 Purchased, on credit, one Computer from Kumar for Rs. 35,000. 
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2. Record the following transactions in the purchases book of Shanthi Furniture Mart: 

2017 

  

March 1 - Purchased from Mohan Furniture Mart, Madurai  

                 20 chairs @ Rs. 450 each 

     2 tables @ Rs. 1,000 each 

    Less: Trade discount @ 10% 

  

March 7 – Bought from Ramesh & Co., Roya pettah 

                                  2 stools @ Rs. 500 each 

                                  10 rolling chairs @ Rs. 200 each 

                                  Delivery charges and cartage Rs. 150 

  

March 21 – Purchased from Kamal & Co., Karaikkal 

 10 chairs @ Rs. 750 each 

 15 steel cabinets @ Rs. 1,500 each 

 Packing and delivery charges Rs. 250 

 Less: Trade discount @ 10% 

  

March 25 – Purchased from Jemini & Sons, Chennai 

                                    2 typewriters @ Rs. 7,750 for office use. 
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Tutorial notes 

• Trade discount is allowed on the purchase price of goods excluding delivery charges 

and cartage. 

• Delivery charges and cartage are direct expenses, chargeable from purchaser, so they 

are added to the amount payable. 

 

 

 

 

3. Record the following transactions in the purchases book of Raja Furniture: 2017 

  

May 4 - Purchased from Kasi Furniture’s, Kanyakumari 10 chairs @ Rs. 300 each 4 

tables @ Rs. 800 each 

  

May 6 - Purchased for cash from Welcome Furniture, Vellore 2 almirahs @ Rs. 2,000 

each 4 chairs @ Rs. 200 each 

Less: Trade discount 5% 

  

May 10 - Bought furniture from Murugan Furniture Mart, Nagapattinam 10 chairs  

@ Rs. 250 each 

5 tables @ Rs. 750 each 

Delivery and packing charges Rs. 150 

 

May 20 - Purchased 2 computers for office use from Anandan & Co., Adyar on credit 

for Rs.15,550 each 

  

May 25 - Purchased from Gowtham & Co., Chennai 

10  chairs @ Rs. 550 each 

15  steel cabinets @ Rs. 2,000 each 

Delivery charges Rs. 200 

Less: Trade discount 10%  
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Note:  

• Purchases on 6th May, 2017 will not be recorded in the purchases book, 

because it is cash purchases. 

• Purchases of computers on 20th May, 2017 will not be recorded in the 

purchases book, because computer is an asset for the firm dealing in furniture 

and it is for office use. 
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4. From the following transactions of Ram Home Appliances for July, 2017 prepare 

purchases book and ledger accounts connected with this book: 

2017                                                           

July 5 - Purchased on credit from Kannan & Co.                                

     50 iron boxes @ Rs. 500 each                                            

     10 grinders @ Rs. 3,000 each                                             

July 6 - Purchased for cash from Siva & Bros.                                    

     25 fans @ Rs. 1,250 each                                         

July 10 - Purchased from Balan & Co. on credit                                    

     20 grinders @ Rs. 2,500 each                                             

     10 mixes @ Rs. 3,000 each                                               

     Trade discount 10%                                        

     Delivery charges Rs. 1,000                                       

July 20 - Purchased on credit, one copier machine from Kumar for Rs. 35,000   
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5. Prepare Purchase Book. 

 

 

 

 
6. Enter the following transactions in the Purchase Journal (Book) of M/s Gupta Traders 

of July 2017: 

July 01 Bought from Rahul Traders as per invoice no.20041 

40 Registers @ ₹ 60 each 

80 Gel Pens @ ₹ 15 each 

50 note books @ ₹ 20 each 

Trade discount 10%. 

July 15 Bought from Global Stationers as per invoice no.1132 

40 Ink Pads @ ₹ 8 each 

50 Files @ ₹ 10 each 

20 Color Books @ ₹ 20 each 

Trade Discount 5% 
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July 23 Purchased from Lamba Furniture as per invoice no.3201 

2 Chairs @ ₹ 600 per chair 

1 Table 

July 25 Bought from Mumbai Traders as per invoice no.1111 

10 Paper Rim @ ₹ 100 per rim 

400 drawing Sheets @ ₹ 3 each 

20 Packets water colour @ ₹ 40 per packet 
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II. Sales Book     
The sales book is used to record all credit sales of goods dealt with by the trader in his business. 

Cash sales, cash and credit sales of assets are not entered in this book. The entries in the sales 

book are on the basis of the invoices issued to the customers with the net amount of sale. The 

format of sales book is shown below: - 

 

Format of Sales Book 

 

i. Date Column – Represents the date on which the transaction took place.  

ii. Particulars Column – This column includes the name of purchasers and the 

particulars of goods sold.  

iii. Outward Invoice No. Column – Reveals the serial number of the outward invoice. 

iv. L.F. Column – The page number of the customers’ accounts in the Ledger is 

recorded. 

v. Details Column – Contains the amount of goods sold and the amount of trade 

discount if any  

vi. Total Column – This column shows the net amount which is receivable from the 

customers. vii. Remarks Column – Any other extra information will be recorded. 

 

Posting and Balancing  

At the end of the month the individual entries and the total of the sales book column are posted 

into the ledgers as under.  

Step 1- an Individual amounts are daily posted to the debit of Customers’ Accounts by writing 

“To Sales A/c” in the particular’s column.  

Step 2 – a Grand total of the sales book is posted to the credit of sales account by writing “By 

Sundries as per Sales Book” in the particular’s column. 

 

Problems based on Sales book. 

1. From the transactions given below prepare the Sales Book of Ram for July 2003. 

            2003 July 5 - Sold on credit to S.S. Traders  

10 Chairs @ Rs. 250   

10 Tables @ Rs. 850  

                                     Less 10% Discount 

                        July 8 - Sold to Raja for cash  

                                     15 Chairs @ Rs. 250 

July 20 - Sold to Mohan & Co.  

   5 Almirah @ Rs. 2,200  

  10 Tables @ Rs. 850 

July 23 - Sold on credit to Narayanan old computer for Rs. 5,000  

July28 - Sold to Kumaran for cash  

              15 Chairs @ Rs. 250 
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2. From the transactions given below, prepare the sales book of Kumar Stationery for July 

2017. 

 

July 5 - Sold on credit to Saravana Traders of Sayalkudi 

 10 packs of A4 sheets @ Rs. 250 per pack 

 10 dozen of writing pads @ Rs. 850 per dozen 

 Less: 10% trade discount for both 

  

July 8 - Sold to Raja for cash 

 15 packs of A4 sheets @ Rs. 250 per pack 

  

July 20 - Sold to Mohan & Co. of Mudukulathur 

    5 white boards @ Rs. 2,200 each 

   10 dozen of writing pads @ Rs. 850 per dozen 
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July 23 - Sold on credit to Narayanan old motor car for Rs. 5,000 

  

July 28 - Sold to Kumaran for cash 15 packets of marker pens @ Rs. 250 per packet 

 

 
 

Note: 

• Sales on 8th July and 28th July will not be recorded in the sales because they are cash 

sales. 

• Sale of old motor car on 23rd July will not be recorded in the sales book, because motor 

car is an asset for the firm dealing in stationery. 
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3. Prepare Sales book. 
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4. Enter the following transactions in sales (journal) book of M/s.Bansal electronics: 

2014 September 

01 - Sold to Amit Traders as per bill no.4321 

20 Pocket Radio @ 70 per Radio 

2, T.V. set, B&W.(6”) @ 800 Per T.V. 

10 - Sold to Arun Electronics as per bill no.4351 

5 T.V. sets (20”) B&W @ ₹ 3,000 per T.V. 

2 T.V. sets (21”) Colour @ ₹ 4,800 per T.V. 

22 - Sold to Handa Electronics as per bill no.4,399 

10 Tape recorders @ ₹ 600 each 

5 Walkman @ ₹ 300 each 

28 - Sold to Harish Trader as per bill no.4430 

10 Mixer Juicer Grinder @ ₹ 800 each. 
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III. Purchases Return Book. 
 Purchases returns book is a subsidiary book in which transactions relating to return of 

previously purchased goods to the suppliers, for which cash is not immediately received are 

recorded. Since goods are going out to the suppliers, they are also known as returns outward 

and the book is called as ‘returns outward book or returns outward journal’. 

 

 
 

Posting and Balancing  

The individual entries and the periodic total of the Purchase Return Book are posted into the 

Ledger as under:  

Step 1 - an Individual amounts are daily posted to the debit of supplier accounts by writing 

“To Purchases Return A/c” in the particular’s column. 

Step 2 – a Periodic total is posted to the credit of purchases return account by writing “By 

Sundries as per Purchases Return Book” in the particular’s column. 

 

Debit note – the source document for returns outward 

A ‘debit note’ is a document, bill or statement sent to the person to whom goods are returned. 

This statement informs that the supplier’s account is debited to the extent of the value of 

goods returned. It contains the description and details of goods returned, name of the party 

to whom goods are returned and net value of the goods so returned with reason for return. 

 

 

Problems on Purchase Return Book or Return Inward. 

1. Enter the following transactions in the purchases return book of Hari and post them into 

the ledger.  

2003 Jan 5 - Returned goods to Anand 5 chairs @ Rs.200 each, not in accordance with 

order.  

Jan14 - Returned goods to Chandran 4 chairs @ Rs.200 each and 10 tables @ Rs.350 

each, due to inferior quality. 
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2. Enter the following transactions in the purchases returns book of Hari who is dealing in 

automobiles and post them into the ledger. 

2017 

Jan. 5 - Returned to Anand 5 clutch plates @ Rs. 200 each, not in accordance with order. 

Jan. 14 - Returned to Chandran 4 brake shoes @ Rs. 200 each and 10 rear view mirrors 

@350 each, due to inferior quality. 
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3. Prepare a purchases return (journal) book from the following transactions for Apr 

2017: 

2017 

April 

05 - Returned goods to M/s Karthik Traders 1,200 

10 - Goods returned to Sahil Pvt. Ltd. 2,500 

17 - Goods returned to M/s Kohinoor Traders. for list price ₹ 2,000 less 10%  

         trade discount. 

28 - Return outwards to M/s Handa Traders 550 
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IV. Sales Return Book or Return Outward. 
This book is used to record all returns of goods to the business by the customers. The 

entries in the sales return book are usually on the basis of credit notes issued to the 

customers or debit notes issued by the customers. 

 
 

Posting and Balancing  

The individual entries and the periodic total of sales return book are posted into the ledger as 

under.  

Step 1- an Individual amounts are daily posted to the credit of customers account by writing 

“By Sales return A/c” in the particular’s column. 

Step 2 – a Periodic total is posted to the debit of sales return account by writing “To Sundries 

as per sales return book “in the particular’s column. 

 

Credit note – Source document for returns inward 

A credit note is prepared by the seller and sent to the buyer when goods are returned indicating 

that the buyer’s account is credited in respect of goods returned. Credit note is a statement 

prepared by a trader who receives back from his customer the goods sold. It contains details 

such as the description of goods returned by the buyer, quantity returned and also their value. 

 

 

Problems based on Sales return or return outward. 

1. Enter the following transactions in Returns Inward Book: 

 2003  

April 6 - Returned by Shankar 30 shirts each costing Rs.150, due to inferior quality.  

April 8 - Amar Tailors returned 10 Baba suits, each costing Rs.100, on account of being 

not in accordance with their order.  

April 21 - T.N. Stores returned 12 Salwar sets each costing Rs.200, being not in 

accordance with order. 
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2. Enter the following transactions in returns inward book of Magesh a textile dealer: 
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3. Prepare Return Inward Journal (Book) from the following transactions of M/s 

Bansal Electronics for July 2017: 

2017 

July 

04 - M/s Gupta Traders returned the goods 1,500 

10 - Goods returned from M/s Harish Traders 800 

18 - M/s Rahul Traders returned the goods not as per specifications 1,200 

28 - Goods returned from Sushil Traders 1,000 
 

 

 

 

Additional Problems to solve.  
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V. Cash Book 
Meaning of Cash Book. 

• Cash book is the book in which only cash transactions are recorded in the 

chronological order.  

• The cash book is the book of original entry or prime entry as cash transactions 

are recorded for the first time in it.  

• Cash transactions here may include bank transactions also.  

• Cash receipts are recorded on the debit side while cash payments are recorded 

on the credit side. 

 

Cash Book – A subsidiary book and principal book of accounts 

• All the cash transactions are recorded first in the cash book.  

• It is therefore a subsidiary book.  

• When cash book is maintained, there is no need for preparing cash account 

and bank account in the ledger because in the cash book cash receipts and cash 

payments are compared and the cash and bank balances at the end are arrived 

at.  

• Thus, it serves as a ledger account also. Hence, the cash book, unlike any other 

subsidiary book, is both a subsidiary book and a principal book. 

 

Features of Cash Book 

 
Advantages of Cash book 

 1. Saves time and labour: When cash transactions are recorded in the journal a lot of 

time and labour will be involved. To avoid this all-cash transactions are straight away 

recorded in the cash book which is in the form of a ledger.  

2. To know cash and bank balance: It helps the proprietor to know the cash and bank 

balance at any point of time. 

 3. Mistakes and frauds can be prevented: Regular balancing of cash book reveals the 

balance of cash in hand. In case the cash book is maintained by business concern, it 

can avoid frauds. Discrepancies if any, can be identified and rectified.  

4. Effective cash management: Cash book provides all information regarding total 

receipts and payments of the business concern at a particular period. So that, effective 

policy of cash management can be formulated. 
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Kinds of Cash book. 

 

I. Single Column Cash Book  

Single column cash book (simple cash book) has one amount column in each side. All cash 

receipts are recorded on the debit side and all cash payments on the credit side. In fact, this 

book is nothing but a Cash Account. Hence, there is no need to open cash account in the 

ledger. The format of a single column cash book is given below. 

 

 
Explanation : 

i. Date: This column appears in both the debit and credit side. It records the date 

of receiving cash at debit side and paying cash at credit side.  

ii. Particulars: This column is used at both debit and credit side. It records the 

names of parties (personal account), heads (nominal account) and items (real 

account) from whom payment has been received and to whom payment has 

been made.  

iii. Receipt Number (R.N): This refers to the serial number of the cash receipt. 

iv. Voucher Number (V.N): This refers to the serial number of the voucher for 

which payment is made. 

v. Ledger Folio (L.F): This column is used in both the debit and credit side of 

cash book. The ledger page (folio) of every account in the cash book is 

recorded against it. 

vi. Amount: This column appears in both sides of the cash book. The actual 

amount of cash receipt is recorded on the debit side. The actual payments are 

entered on the credit side. 
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Balancing: The cash book is balanced like any other account. The total of the receipt (debit 

side) column will always be greater than the total of the payment column (credit side). The 

difference will be written on the credit side as “By Balance c/d”. In the beginning of the next 

period, to show the cash balance in hand, the balance amount is recorded in the debit side as 

“To balance b/d”. 

Problems on Cash book 

1.  
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2.   Enter the following transactions in a simple cash book for December 2016: 

 

 

3. Record the following transaction in simple cash book for November 2016: 
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4.  Enter the following transaction in simple cash book for December 2017 

 

5. Enter the following transactions in a simple cash book of Kunal Jan 2017  

1   Cash in hand 11,200                                                                  

5   Received from Ramesh 300                                                             

7   Paid rent 30                                                               

8   Sold goods for cash 300                                                             

10 Paid Mohan 700                                                             

27 Purchased furniture for cash 200                                          

31 Paid salaries 100   
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 Explanation 

Jan 1: Cash in hand is the opening balance with the firm. This would have been the 

closing balance on 31st December, 2017. Cash account always has debit balance so it has been 

shown in the debit side of the cash book. 

Jan 5: It is a receipt from Ramesh, so it has been recorded in receipt side (debit side) of the cash 

book. 

Jan 7: Payment of rent will decrease cash, so it has been recorded in payment side (credit 

side) of the cash book. 

Jan 8: Cash sales of goods will bring cash and increases the cash balance, so it has been 

recorded in the debit side of the cash book. 

Jan 10: Payment to Mohan decreases cash, so it has been recorded in the credit side. 

Jan 27: Purchase of furniture for cash reduces cash, so it has been recorded in credit side. 

Jan 31: Payment of salaries in cash reduces cash, so it has been recorded in the credit side 

of cash book. 

6. Enter the following transactions in a single column cash book of Pradeep for April, 

2017 

1   Commenced business with cash   27,000 

5   Bought goods for cash        6,000 

10 Goods sold for cash 11,000 

13 Paid into bank 5,000 

14 Goods sold to Sangeetha for cash 9,000 

17 Goods purchased from Preethi on credit 13,000 

21 Purchased stationeries by cash200 



Fundamentals of Accountancy  BCA105B 

DEPARTMENT OF BACHELOR OF COMPUTER APPLICATIONS (BCA) - ATMECE 
 

25 Paid Murugan by cash 14,000 

26 Commission paid by cash 700 

29 Drew from bank for office use 4,000 

30 Rent paid by cheque 3,000 
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II. Double Column Cash Book  

The most common double column cash books are  

a. Cash book with discount and cash columns  

b.         Cash book with cash and bank columns.  

 

a. Cash Book with discount and cash columns  

On either side of the single column cash book, another column is added to record 

discount allowed and discount received. The format is given below. 

Balancing the double column cash book 

The cash columns should be balanced as usual and the balance should be carried forward to the 

next date or period. 

However, discount columns are not to be balanced. They are to be totalled on the debit side 

and credit side separately. The total of discount column on the debit side represents total 

discount allowed to customers and is debited to discount allowed account. Total of discount 

column on the credit side represents total discount received and is credited to discount received 

account. The periodical totals of discount columns are posted as under: 

o Debit Discount allowed account as ‘To Sundry Accounts as per Cash book’, with the 

periodical total of the discount allowed column. 

o Credit Discount received account as ‘By Sundry Accounts as per Cash Book’ with the 

periodical total of the discount received column. 
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Problems On double column cash book. 

1. Prepare a Double Column Cash Book from the following transactions of Mr. Gopalan: 

2. Enter the following transactions in a cash book with cash and discount columns Jan 

2017 

Jan 1 - Cash in hand   11,500        

Jan 5 - Paid to Ramanathan by depositing in cash deposit machine 300    

            Discount allowed by him 10      

Jan 8 -Purchased goods for cash400    

Jan 10 - Cash received from Rajagopal 980    

               Discount allowed 20      

Jan 15 - Sold goods for cash 400    

Jan 21 - Paid cash to Shanthi 295,  
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              Discount received 5                                   

Jan 25 - Paid wages by cash 50      

Jan 31 - Paid to Sanjeev Rs. 390 in full settlement of his account    400      

Posting from double column cash book 

Following is the procedure for posting entries from double column cash book: 

Cash columns: Debit the accounts mentioned on the credit side and the credit is to Cash A/c 

with the amount mentioned in cash column; credit the accounts mentioned on the debit side 

and the debit is for Cash A/c with the amount mentioned in cash column. 

Discount columns: Debit the concerned personal account mentioned on the credit side and the 

credit is to Discount received A/c with the amount mentioned in the discount received column. 

Credit the concerned personal account mentioned on the debit side and the debit is for Discount 

allowed A/c with the amount entered in the discount allowed column. 

b. Cash Book with Cash and Bank Columns  

bank transactions are more in number, it is advisable to open a cash book by providing a 

separate column on either side of the cash book to record the bank transactions therein. 

 In such case, it is not necessary to open a separate Bank Account in the Ledger because the 

two columns in the cash book serve the purpose of Cash Account and Bank Account 

respectively. It is a combination of Cash Account and Bank Account. The format of this 

cash book is given below. 

There are two amount columns on debit side one for cash receipts and the other for bank 

deposits (i.e., payment made into Bank Account). Similarly, there are two amount columns 

on the credit side, one for payments in cash and the other for payments by cheques 

respectively. 
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 Contra Entry - When an entry affects both cash and bank accounts it is called a contra entry. 

Contra in Latin means opposite. In contra entries both the debit and credit aspects of a 

transaction are recorded in the cash book itself. 

Problems based on double column cash book with cash & bank columns. 

1. Enter the following transactions in the double column cash book of Mr. Rajesh and 

balance it. 2003  
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2.   Record the following transactions in a bank column cash book for December 2016: 
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3. Prepare double column cash book from the following information for July 2017: 

 

 

 

c. Three column cash books (Cash book with cash, discount and bank column) 

            Large business concerns receive and make payments in cash and by cheques. Where 

cash discount is a regular feature, a Triple Column Cash Book is more advantageous. This 

cash book has three amount columns (cash, bank and discount) on each side. All cash 

receipts, deposits into bank and discount allowed are recorded on debit side and all cash 

payments, withdrawals from bank and discount received are recorded on credit side. 

Format. 
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Tutorial notes 

• If a business entity has more than one bank account, columns may be provided in the 

cash book for each bank account separately. 

• Treatment of cheques: In addition to cash dealings every business may use cheques 

as a means of payment. For the purpose of accounting, cheques received are treated 

as cash received. When cheques received are banked on the same day the amount is 

to be directly debited to the bank account. When payments is made by cheque, the 

bank account is credited. 

 Contra entry 

When the two accounts involved in a transaction are cash account and bank account, then 

both the aspects are entered in cash book itself. As both the debit and credit aspects of a 

transaction are recorded in the cash book, such entries are called contra entries. 

Example 

• When cash is paid into bank, it is recorded in the bank column on the debit side and 

in the cash column on the credit side of the cash book. 

• When cash is drawn from bank for office use, it is entered in cash column on the 

debit side and in the bank column on the credit side of the cash book. 

• To denote that there are contra entries, the alphabet ‘C’ is written in L.F. column on 

both sides. Contra means that particular entry is posted on the other side (contra) of 

the same book, because Cash account and Bank account are there in the cash book 

only and there are no separate ledger accounts needed for this purpose. The alphabet 

‘C’ indicates that no further posting is required and the relevant account is posted on 

the opposite side. 

Problems on Triple column cash book. 

1. Prepare three column cash books in the books of Thiru Durairaj 2017 March 

March 1      Cash in hand        12,000 

     Cash at bank   15,000 

2   Cash paid into bank 11,000 

3.  Goods sold Rs. 18,500. Half of it is received in cash and half 

      of it is received by cheque which is immediately deposited in  

      the bank   

4   Sold on credit to Jayaraj for 7,000 

8   Jayaraj sent a cheque in full settlement 6,900 

12 Jayaraj’s cheque was sent to bank         

14 Bought goods from Iqbal and issued a cheque          

     to him immediately   8,500 

15 Bought goods from Murali on credit     4,000 

19 Received a cheque from Kannappan in full     

     settlement of his account of Rs. 2,000   1,975 

20 Drew cash Rs. 3,000 and by cheque Rs. 5,000 for personal use  

25 Paid Vinod by cheque in full settlement of his account of  

     Rs. 2,000     1,850 
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2. Prepare three column cash books of Mr. Sundar from the following transactions: 
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3. Prepare three column cash books Mr. Muthu and balance the same. 
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4. Prepare three column cash book of Mrs.Eswari from the following transactions and balance 

the cash book on 30th June 2003. 
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5. Enter the following transactions in three column cash books of Mrs. Anu Radha. 
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6. From the following information show how Mr. Venu Gopal’s triple column cash book would 

appear for the week ended 7th October 2002 and close the cash book for the day. 
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Problems based on Petty cash book. 

1. 
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2.
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3. 

 
 

 

 

 

 

 

 

 

 

 

 

 



Fundamentals of Accountancy  BCA105B 

DEPARTMENT OF BACHELOR OF COMPUTER APPLICATIONS (BCA) - ATMECE 
 

Negotiable Instrument  
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Bill of exchange 

Definition  

 According to the Negotiable Instruments Act, 1881, ‘Bill of Exchange is an instrument in 

writing containing an unconditional order, signed by the maker, directing a certain person to 

pay a certain sum of money only to, or to the order of a certain person or to the bearer of the 

instrument’. 

An analysis of the definition given above highlights the following important features of a 

bill of exchange.  

1. It is a written document. 

2. It is an unconditional order.  

3. It is an order to pay a certain sum of money.  

4. It is signed by the drawer.  

5. It bears stamp or it is drafted on a stamp paper.  

6. It is accepted by the acceptor.  

7. The amount is paid to drawer or endorsee 
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Format of Bills of Exchange. 
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Some Important Terms. 
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Bills Books  
When the number of bills received or issued is large journalising of all bill transactions will 

result in enormous waste of time. Hence, suitable registers like bills receivable book and bills 

payable book are maintained to record the receipt of bills receivable and issue of bills payable 

respectively. These books are also called Bills Journals / Books. 

 

Bills Receivable Book  

Bills receivable (B/R) book is used for the purpose of recording the details of bills receivable. 

The individual accounts of parties from whom bills are received will be credited with the 

amount in the bills receivable book. The periodic total is posted to the debit of bills 

receivable account in the ledger by writing “To sundries as per Bills Receivable Book”.  

 

Bills Payable Book  

Bills payable (B/P) book is used for the purpose of recording the details of bills payable. The 

individual accounts of the parties to whom the bills are issued will be debited with the 

corresponding amount in the bills payable book. The periodic total is posted to the credit of 

bills payable account in the ledger by writing “By Sundries as per Bills Payable Book” 

 

Journal Proper  

Journal proper is used for making the original record of such transactions for which no 

special journal has been kept in the business. The usual entries that are put through this 

journal is explained below.  
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1. Opening Entries 

 Opening entries are used at the beginning of the financial year to open the books by 

recording the assets, liabilities and capital appearing in the balance sheet of the previous year. 

Example: Mr. Ramnath commenced business with the following items, make the opening 

entries in journal proper as on 1st January 2003. 

 
 

2. Closing Entries  

Closing entries are recorded at the end of the accounting year for closing accounts relating to 

expenses and revenues. These accounts are closed by transferring the balances to the Trading, 

Profit and Loss Account. 

 Example: Salaries paid Rs.15,000. Give the closing entry as on Dec. 31, 2003. 

 

 
 

3. Adjusting Entries  

To arrive at a correct figure of profits and loss, certain accounts require some 

adjustments. Entries for making such adjustments are called as adjusting entries. 

These are needed at the time of preparing the final accounts.  

Example: Provide depreciation on furniture Rs.1,00,000 @ 10% per annum. Give 

adjustment entry as on Dec. 31, 2003 

 



Fundamentals of Accountancy  BCA105B 

DEPARTMENT OF BACHELOR OF COMPUTER APPLICATIONS (BCA) - ATMECE 
 

4. Transfer Entries  

Transfer entries are passed in the journal proper for transferring an item entered in one 

account to another account.  

Example: When the proprietor takes goods Rs.5,000 for personal use. Give transfer 

entry on Dec. 31, 2003. 

 
5. Rectifying Entries 

Rectifying entries are passed for rectifying errors which might have committed in the 

book of accounts. 

 Example: Purchase of furniture for Rs.10,000 was debited to Purchases Account. 

Pass rectifying entry on Dec. 31, 2003. 

 
6. Miscellaneous Entries or Entries of Casual Nature 

 These are entries of casual nature which do not occur so frequently. Such transactions 

include the following:  

i. Credit purchases and credit sale of assets which cannot be recorded through 

purchases or sales book. 

ii. Endorsement, renewal and dishonour of bill of exchange which cannot be 

recorded through bills book.  

iii. Other adjustments like interest on capital and loan, bad debts, reserves etc. 

 


