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Basic Accounting

About this MODULE 1

This module has been produced by the Institute of Adult Education.

A11 MODULE ls produced by the Institute of Adult Education are

structured in the same way, as outlined below.

How this MODULE 1 is structured

The module overview

The module overview gives you a general introduction to the module.

Information contained in the module overview will help you

determine:

If the module is suitable for You,

What you will need to know,

What you can expect from the module, and

How much time you will need to invest to complete the module'

The overview also provides guidance on:

Study skills,

Where to get helP,

Unit assignments,

Activity icons, and

Units.

The module content
The module is broken down into units. Each unit comprises

An introduction to the unit content,

Learning outcomes,

New terminologies,

We strongly recourmend that you read the overview carefulllt before

starling your study.

1



About this MODULE 1

Resources

Your comnnents

Core content of the unit with a variety of learning activities,

Unit reflection, and

Unit assignments.

For those interested in leaming more on this subject, we provide

with a list of additional resources at the end of this MODULE 1;

may be books, articles or web sites.

After completing Basic Accounting we would appreciate if you

take a few moments to give us your feedback on any aspect

module. Your feedback might include comments on:

Module content and structure,

Module reading materials and resources,

Unit assignments,

Module assessments,

Moduie duration, and

Module support (assigned tutors, technical help, etc.)

Your constructive feedback will help us to improve and enhance

module.

2



Basis Accounting

Module overview

Welcome to Basic Accounting
Welcome to Basic Accounting module, which has been prepared to
enable you acquire a basic knowledge of accounting. The module is
composed of six units which are: Book keeping procedures, Trial
balance, elementary Income Statements, Books of prime entry,
Bank Reconciliation, and Government Accounting Terminologies.
This is the beginning of the module, you are advised to open a
portfolio for storing the products of all the leaming activities you
will do in this module. You will then present the activities to your
tutor during the face to face sessions for feedback.

Upon completion of this module you should be able:

demonstrate the understanding and ability to apply accounting
knowledge in daily life.

3
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Study skills

&
As an out of school leamer your approach to learning will be

different to that from yonr school days: you will choose what you

want to study, you will have professional and/or personal

rnotivation for doing so and you will most likely be fitting your

study activities around other professional or domestic

responsibilities.

Essentially you will be taking control . of your leaming

environment. As a consequence, you will need to consider

perfomance issues related to time management, goal setting' stress

management, etc. Perhaps you will also need, to leam about essay

pirr*i"g, coping with exams and using the web as a leaming tool'

Your most signilicant considerations will be time and space i'e' the

time you dedicate to your lear"ning and the environment in which

you engage in that leaming.

We recommend that you take time now. before starling your self-

study, to familiarize yourself with these issues There are a number

ofexcellent resources on the web' A ferv suggested links are:

! irttp://wr.'ul,i'.holv-to-stud]'.cotlr'

T1.re 
,.Ho$'to stlidl." *,eb site is dedicated to study skills resources.

YoiL uiil iurd links to stud) preparatioll (a list of nine essentials for

a good stud) place). takrng notes. strategies for reading text books'

usrns. relerettce )uurccs. test anxiery.

http : /l'gvrl''ucc vt' edu/stdlrsk/stdvhlp'html

ThisisthewebsiteoftheVirginiaTech,DivisionofStudent
Affairs. You will find tinks to time scheduling (including a "where

doestimego?',link),astudyskillchecklist,basicconcentration
techniques,*control of the study environment, note taking' how to

read esiays for analysis, memory skills ("remembering")'

tl http://www.howtostudy.org/resources'php

Another "How to study" web site with useful links to time

management, efficient reading, questioning/listening/observing

skills]getting the most out of doing ("hands-on" learning)' memory

buildin!, tipJ for staying motivate<l, developing a ieaming plan'

The above links are ow suggestions to stafi you on your way' A1

the time of writing these web links were active' If you want to look

fbr more go to www.google.com and type "self-study basics"'

"self-study tips", "self-study skills" or similar'

,
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Basic Accounting

Need helP?

1l,it t
Dear learner, in the course of your srud}'' you may need help in

various issues such "t 
;h" lo"atioo and horv to get suppofi from

resource centres, ctarincation of various issues pefiaining to your

r;.dy ;.;;rt"lt (modules) and so on ll thrs happens' you are

advised to ask fbr the help from your centre coordinator or

facilitator, you can 
"rt" "itiiif'" 

webitte of the Institute of Adult

Education which is *t;":';;;';;t' or ask for help bv using phone

n6. +255 222150838'

Module assessme nt

,@ After each unit, you wiil be required to attempt one unit

assignment. These utt not meant lor submission rather for

reflection on what y"t';';;itarrred in the lvhole module' You will

also be given tests "'d';*;;t"tt 
r91 sr;bt-nission as you will be

guided by your *"d;;";?iiituto'.yott.rvill also sit for mock

examinations to accomplish your continuous assessment'

I



,ffi Basic Accounting

Getting around this MODULE 1

While working through this MODLILE 1 you will notice the
frequent use of margin icons. These icons serve to "signpost" a
particular piece of text, a new task or change in activity; they have
been included to help you to find your w-ay around this MODULE
1.

A complete icon set is shown below. We suggest that you
familiarize yourself with the icons and their meaning before
starting your study.

lVlargin icons

*{
Activity

@
Assessment

tIft.t,
Unit assignment

@
Case study

*
Discussion

ft*f
Group activity

+tt F
Help

&
Note it!

@
0utcomes

r-L
i.l'f'i.,'-

Reading

F
Reflection

E
Study skills

Reflection
EI

Terminology

,q--.5h.q#
Time

#
Tip

trI,E!HN

Computer.
Based Learning

tr
Audio

tr
Video Feedback

\J
lil

ul
1

Competence

?
T

Basic
Competence

Answers to
Assessments

=r=
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Basic Accounting

Unit 1

Book-Keepi n g Procedures

Introduction

Dear leamer, welcome to Unit 1 . The main focus ol this r.tnit is to
enable you to acquire a basic knorvledge ofbook-keeping procedures.

This unit has six sections rvhich are: Importance of book keeping,
business transactions, business entity, advantage of double entry,
application of principl e of double entry and balancing off accounting.

Learning Outcomes
Upon completion of this unit you will be able to:

Explain the concept ofbook keeping and business entity

Descrlbe the principle of double entry system.

Expl ai n classifi cation of accounts.

Meaning of Book Keeping

G
\\hat comes in 1,our mind when you hear the term Book Keeping?
Discuss this with yorir friends.

Now compare your definition with the one given below:

Book- keeping is concemed with making records of business

transactions or book keeping can be defined as an art of recording
financial/business transactions in a set of'books in tetms of money or
money's worlh; or is the branch of accounting which deals with
recording offinancial data or events.

Discuss with your friends the importance of studying book keeping.

Compare your ailswers with thefollowing:

Book Keeping is a very important subject in our daily life. Most of the

people study it for a number of reasons, some of which are discussed
below:

I

I

Importance of studying book keeping:



Unit 1 Book-KeePing Procedures

(a) Determinant of Profits

The principle aim of any business is to make profit' It would be very

difficult to- ascertain whether a business is making profits or losses

without the help of complete, accurate and up to date accounting

records.

(b) Knowledge of credit dealings

Since most business transactioni are conducted on credit basis, the

proprietor will have to maintain accounting records in order to know

ine amount due from debtors and those owing to his creditors

(c) Business control

For an effective control of the business, a proprietor will have to

maintain a proper accounting records of all his assets and liabilities

which, in the iong nrn will help him/her decide on matters such as

"*furrrio, 
or conlraction of the business as and when need arise'

n"f""ai"g on prof,rtability, level of the business, by maintaining the

*orr..n".ri of his assets and liabilities' a person wiil be able to detect

errors, fraud and misappropriation and thus take corrective measures.

(d) Reliable Fhancial Position
it'is ,ery common for a business organization to seek financial

assistance from external sowces such as the bank' In such a case the

credit worthiness of the business must be provided. Alternatively a

businessman may decide to sell his business whereby the information

contained in his accounting records will be the main influence in the

determination of the sale Price.

(e) Fair Tax assessment

The income Tax Department witrl require the submission of proper

accounts for scrutiny in order to determine afatr tax charge'

(f) Base for further Planning
eccounting records can providi sufFrcient data relating to sales' profit'

loses and investments for making decisions about future programmes'

Business Transactions

Book- keeping was defined as an art of recordingy'nancial or business

fransacfiolns in a set of books in terms of money or money wodh .

Nowbeforeweleamhowtorecordourfinancialorbusiness
kansactions in our books 1et us fust trook at the term business

transactions.

10



Basic Accounting

: .,: i'r"ir i i-rils ilr,:ls ;it'lcl ii:a.nrlclii:t-ts.

l. Transacion is the movement of money or money worth &om one
person to another.

2. Business transaction is an1' activitr rvhich involves business or
exchange of goods and sen'ices from one person to another which
must be supported by money.

3. Business means an activity which involves buying and selling of
goods and services for the purpose ofmaking profit or loss. There
are two main types of business transactions: - These are credit
transactions and cash transactions, Sale of goods and services by
cash is an example of a cash transaction while purchase of goods
or service on credit is an example of a credit transaction, i.e.,
buying ofan exercise book shs 600 cash, selling ofan orange shs
100 cash.

Business entity

It was indicated that Book Keeping is a practice associated with
business which is carried out with the motive of making profit" This is
contrasted with non business practices which usually carried out
business without the motive of making a profit. It is important to make
this distinction because there is a tendency by business owners to
interfere with the operations of the business and ignoring the fact that
the owner and the business are two different entities or bodies.

The Business entity concept implies that the transactions recorded in a
firm's books are those ones which directly affect the business. The
only time that the personal resources of the proprietor affect the firm's
accounting records is when he brings new capital into the firm, or
takes drawings out of the frrm. Unlike personal transactions, every
business requires that ali business transactions be recorded properly.
In the following section we shall discuss how business transactions are
recorded.

Double Entry System

Double entry is a book-keeping principle which calls for every debit
entry to have a corresponding credit entry of the same amount. Double
entry book-keeping is a system which requires all business
transactions to be recorded twice in the books of accounts. One may
wonder why we should do that. There are good reasons for making a

double entry as we shall see in the next section.

44
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Unit 1 Book'KeePing Procedures

Note: Each transaction must be divided into two aspects or-accounts

;;il;; ";p""t 
trto"ra u" debited and another be credited to make

pri""lpf" of double entry book keeping workable'

Advantages of double entrY

It puts into records both aspect of every personal' losses' gains

and assets

It helps to control business record

It ensures the accuracy of clerical work. That is, every credit

balance should be equal to the debit balance'

The system helps in the preparation offinal accounts

Application of principle of double entry system

we have seen how important the double entry system -is 
in. the

recording of business transactions' In this section we shall leam how

to applY the double entry system'

Business transactions are recorded in a book called ledger'

Ledger is main book of account which is used to record business

trans"action, both cash and credit transactions'

A ledger has fivo sides,left hand side.and.lgh'hand side' The left

hand side is used fo, alUir entry and the right hand side is used for

credit entry. fhe *UU..'iatlon t""a for these two tems are DR (Debit)

and CR(Credit)

Debit means record all ffansactions which comes in e'g' money which

comes should u" ,""orO"J in debit side of cash accounts e'g' cash

sales.

Credit mgans record all transactions which goes out e.9: aY

"rp*t"t-priJby 
cash tr'o"fJ be recorded in the credit side of cash

accounts.

An Account (A/C) is the page of a ledger whereby tlvo aspects of

t *ru"t*r, are recorded; either debit or credit depending on natufe

oftransaction. Note: accounts are opened in the ledger'

For example, John bought office furniture for cash' In this case you

will have two accounts? mate in the ledger' i'e" cash account and

furniture account.

The ledger is ruled as under:-
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What do we take into

consideration when

classiffrng things?

Basic Accounting

Debit (Dr) Account Credit (Cr)

The Date column: for recording the year, month and date of

transaction.

Narration, or Details column or Particulars Column: for recording the

name of the account where the corresponding entry goes'

Folio column: for recording a reference number, i.e., page of a ledger'

Amount column: for recording the value of transaction (amount) in

monetary terms e.g. shs, $, f,, etc'

Dear learner, until now you have leamed different technical terms

*hi"h ur" used in application of double entry system' 
- 
Now we

il;;d"t" you to urrotlr", subtopic known as.classification of accounts'

it 
" 

.tur.lfr"ation of accounts^play a very important role in deciding

why and which account to be debited or credited'

Classification of accounts

Accounts are divided into fwo main parts; personal accounts and

impersonal accounts.

Impersonal accounts do not bear any name of a person and is divided

into two Pads:-

tr Nominal Accounts

This account record transactions which are not tangible like sales'

f*"nur.r, salaries, water bills and many other receipts and payments'

! Real accounts

These accounts record transactions which are tangible like buildings'

cash, plant and machinery, vehicles, furniture'

A Personal account bears the name ofthe persons and organisations'

The subgrouPs are as follows:

Date Particulars Folio Amount Date Particulars Folio Amount

I
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Unit 1 Book-Ke€Ping Procedures
,ffi

n Debtor's account

This account represents the amount of money the business is owed

"ff 
tfr" customers to whom it has sold on credit in the course

ordinary trade'

! Creditor's account

Creditor is one who Purchases goods/serv-ices without

immediate PaYments. A11 goods/services acquired without

payments are recorded into one accoult known as creditors account.

by

Summary of classification of accounts depicted below:-

1. The Real Accounts: DR what comes in

CR what goes out

2. The Nominal Account: DR Expenses & Losses

CR Revenue/Income

3. Personal Accounts: DR The receiver

Dear learner, you have already studied about the classification of

accounts. The classification of Accounts introduces you t9--real

;;;iit"ri* of double entry system through the goiden rules as follow'

dotO"n Rules of Accounts- use the classification of Accounts to

facilitate the guidance on why and how to debit and credit an account'

Accounts

Impersonal
accounts

Personal
accounts

Nominal
accountsReal

accounts

Creditors/
(accounts

For
possessions

of ail kinds

For
expenses,
income
and capita

Debtors/

(accounts

l_!



Basic Accounting

CR The giver

This stage of doubie entr]" +'stem and Accounts enables you to
establish mles tbr maliing double enury in case of any different
transactions. \\ten faced sith an1' transaction, the following three

points must be considered or remembered:
(i) \lhat two accotmts are affected e.g. sold goods for cash shs

300. Two accounts involved on: Sales and Cash Accounts

(ii) What type of accounts are they from (i) example;

Cash accounts - Real Accounts

Sales Accounts - Nominal Accounts
(iii) Which account is to be debited and which to be credited'

From (ii) Example; refers to the rules of
Real Accounts i.e., DR what comes in the Account

CR what goes out ofAccount

Nominal Accounts i.e., DR expenses and Losses

CR Income/Revenue

Therefore, Cash Accounts is to be DR

Sales Accounts is to be CR

Dear leamer, now you have achieved to practice different transactions

through those three stage of questions i.e. (i), (ii) and (iii) so much that

to understand the application of double entry system. Now remember

the book-keeping needs practices so that to develop curiosity and

competence.

Illustrative example of double entry

Kisanga started business with capital in cash 60,000 on Jan 1"t

1990.He made the following:

Transactions during the month of Jan 1990:

Jan 2: purchased goods andpaid cash 10,000

Jan 3: Bought goods for cash 5,000

Jan 7: Sold goods for cash 40,000

Jan 8: Bought goods for cash 8,000

Jan 9: Bought packing materials for cash 1,500

J,an 10: Paid transport charges 3'000

15
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Padiculars Folio A,monnlParliculars Folio Amount DateDate

L.3 10,000L.2 60,000 2l\11990 pruchasesttIt990 Capital

s 00031U1990 purchases L.37 t1 I 1990 Sales L.4 40,000

L.3 8,00081111990 Purchases

L.5 1,50091111990 Packing
material

3.00010t11t990 Transport L.6

Particulars Folio AmorFolio Amount DateDate Pafiiculars

L.1 60.00(1^11990 Cash

Folio AmountFolio Amount Date ParticularsDate Pafticulars

21U1990 Cash L.1 10,000

L.I 5,0003nlt990 Cash

8lUt990 Cash L.I 8,000

DT

Folio AmountFolio Amount Date ParticularsDate Particulars

7lUt990 Cash L.1 40,000

Unit 1 Book-Keeping Procedures

Dear Leamer, now post the above transactiotts to cash account

complete double entry using the information pro\ ided above.

Compare your solution with the worked example provided below:

Solution:

Debit (Dr) Cash Account (L.1) Credit(Cr)

Debit (Dr) Capital account (L.2) Credit (Cr)

Debit(Dr) Purchases account (L.3) Credi(Cr)

Debit Sales account Credit

16
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Date Particulars Folio Amount Date Particulars Folio Amount

911it990 Cash L.i 1,500

Basic Accounting

DenitrDlr Packing materials account (L.5) Credit(Cr)

Debit(Dr) Transportaccount(L.6)n CredittCr)

Balancing off the accounts

Record the following transactions in the ledger in the book of
Lugano

1980

Jan 1: Commenced business with cash ......................800,000

Jan 3: Paid office cleaning with cash. .2,000

Jan 5: Sold all the goods for cash........ ...340,000

Jan 7: Purchased goods for cash........ ....200,000

Jan l0: Paid carriage on goods sold.............. ...40,000

300,000Jan 10: Sold goods for cash..

Jan 15: Paid wages.. ...... .....10,000

Required:
(a) Enter the above transactions in the cash book
(b) Complete the double entry
(c) Balance off the ledgers

Follow the procedure of posting transactions of Kisanga as
illustrated above.

Compare your response with thefollowing worked example below:

Balancing off account
Balancing off account means to make both sides of an account equal.
Total of debit sides should be equal with total of credit side or
arithmetical difference between the two sides of an account.

Steps:
n At the end ofaccounting period each side ofaccount is totalized

Date Particulars Folio Arnount Date Particulars Folio Amount

t0t1/t990 Cash L.1 3,000

17
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- The difference between two sides inserted in the side which has a

small amount (use balance cld or clf . Balance carry down (c/d) or
carry forward (c/f) is the closing balance done in the period which
has ended.

n Ifan account has an entry in only one side, the total from that side

has to be transferred to another side. e.g. Capital alc (L.2)

tr The total to be inserted in the same line (Two totals should be

written on a level with each other.

! Finally, brought down the balancing figure, for next accounting
period. Balance brought down or forward (b/d or bif) is the

opening balance for the period which hasjust stafied.

Debit (Dr) Cash Account (L.1) Credit (Cr)

Debit(Dr) Capital account (L.2) Credit(Cr)

Debit(Dr) Purchases account (L.3) Credit(Cr)

Particulars Folio AmountParliculars Folio Amount DateDate

L3 300,000L.2 800.000 2,1n980 purchases1/r/1 980 Capital

3/1/r 980 Cleaning L4 2,0005/1/1980 Sales L.5 340,000

L3 200,000Sales L.5 300,000 7l|1980 Purchases1 0/1/1 980

L6 ,+0,000
1 0/1/1 980 Carriage

outwards

1 0,0001 s/1/1 980 Wages L7

8 8 8"0003yU198A Balance cld

1,440,0001,440,000

b/d 888,000r/211980 Balance

Date Particulars Folio AmounDate Particulars Folio Amount

800.000Cash L1311111980 Balance cld 800,000 1nt19B0

Balance b/d
800,000

U2l1'980

Date Particulars Folio AmountDate Particulars Folio Amount

31/1/1980 Balance c/d 500,0002t1lt98A Cash L1 300,000

Cash L,I 200,00071111980

s00.000s00.000

1t2l19BA Balance btd 500^000

18



Basic Accounting

Debit(Dr) Cleaning account (L.4) Credit(Cr)

Debit(Dr) Sales account (L.S)k Credit(Cr)

Debit(Dr) Carriage outwards account (L.6) Credit(Cr)

Debit(Dr) Wages account (L.7) Credit(Cr)

Dear learner, now you have covered how to record transactions,
complete double entry and balancing off the accounts.

I
19

Date Particuiars Folio Amount Date Particulars Folio Amount

l. l',.'r Cash L.l 2,000 31111t980 Balance cld 2,000

U2t1980 Balance btd 2,000

Date Particulars Folio Amount Date Parliculars Folio Amount

31t1t1980 Balance cld 640.000 s/1 /1 980 Cash LI 340,000

10/1/1980 Cash LI 300,000

640,000 640,000

U211980 Balance btd 640.000

Date Folio -itt,,,unl Date Particulars Folio Amount

l1r 1 l!\1) t .t.;'. L.1 10.000 3t/1/1980 Balance c/d 40,000

U2/1980 Baiance bld 40,000

Date Palticulars Folio Amount Date Particulars Folio Amount

151U1980 Cash L.1 10,000 3t/111980 Balance cld r 0,000

11211980 Balance b/d 10,000



Unit '1 Book-Keeping Procedures

Reflection

t* 1. How well did you understand this unit? What main things did

you leam?

2. What was the most interesting thing in this unit and why?

3. What challenges did you face in leaming about book keeping

procedures? How did you understand them.

,-lrtsll er the folIotring ques|iorts;
I . Define the lollou ine:

(a) Real accounts
(b) Nominal accounts
(c) Balancing off accounts
(d) Double entry principle

2. What are the risks of operating a business without recording?

Unit assignment

U
*

., Complete the foilowing table and show rvhich accounts are to
be debited and which are to be credited:

Mary commenced business on f-rrst August 1999 by introducing
shs 300,000 in cash.

August. l. Purchased goods for cash... ... 150,000
1. Paid carriage on goods purchased.. .. .. 1,000
2. Sold goods for cash.. 130,000
3. Cashpurchases........... 100,000

4.

No Transactions Accounts to
be Debited

Accounts to
be Credited

Example: Bought building
fbr cash

Building
account

Cash A/C

1
Bought goods for cash

l1 Sold goods for cash

ll1 Paid w'ages for cash

iv Jovitha commenced business
by cash

Cash paid to supplier

V1 Cash received fi'on'r dcbtor

v11 Cash drau,ing

20
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Basic Accounting

Cash sales...
Paid water bill in cash..

Paid electricity.....
Payment made for purchases...

Required:

Open cash account, complete double entrl' and balance off-the accounts.

i) Visit any business neighbourhood and ask them to show you their

ledgers. List the differences and sifi-rilarities of all ledgers. Discuss

your report with your friend. Put this in your portfolio'

14.
15.

16.
t].

500,000
30,000
20,000
45,000

21



Unit 2

Basic Accounting

Welcome to unit tg'o. In ,nit on€ y'ou have covered importance of book
keeping. business transactions, business entiqv, advantages of double
enq', application of double entry, balancing off accounts and

classifications of accounts. In this unit you will learn posting of ledgers
balance to trial balance. This unit has four sections: Meaning of trial
balance, feature oftrial balance, structure oftrial balance and posting of
ledger balance to trial balance.

Upon completion of this unit you will be able to:

Define the concept of trial balance.

Exptain the features and struclure of trial balance

Prdpare trial balance.

Trial Balance

lntroduction

Learning Outcomes

Terminology

B/d

Accounting
period:

Business:

ctd,:

Creditor:

Delrtor:

Is a trading period for the determination of
financial position, normally it takes the period
of twelve months, then final accounts should
be prepared.

Brought forward, normally written at the
beginning of the month

It is an undertaking by an individual or
otherwise aimed at making profit

Carried down, normally written at the end of
the month.

Is a person to whom money owes

Is a person by whom money owes

23
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Unit 2 Trial Balance

Liabilities

Purchases:

Proprietor:

Transaction:

Account:

Drawings:

Fostings:

Sales:

Gross Profit:

Error of
omission:

Error of
commission:

Error of
principles:

Compensating
errors:

Complete
reversal of
entry:

These are the debt of the business and are to

be paid for.

Buying goods for reselline

The orn ner ofthe business

It is an act olreceir ing goods 1'r scr\ ices

Account is the section in the ledger that bears

title and number called folio on the top right

corner ofthe account.

Cash or goods taken from business tbr private

use

Is the process of transferring joumal entries

debit and credit to the proper ledger'

Sales is amount earned/galnlng after

pror iding goods or services'

Is the excess of sales over the cost of goods

sold.

This is when a transaction is completely

omitted from the record' e'g Sale of goods

valued 50.000 cash no record made at all

This is rvhen the transaction is recorded in

*rorrg ua.o.rrrt of the same class and the

same balance. e.g. credit sales to Liguo has

been debited to Ligula account

This is where transaction is recorded r'vithout

following fundamental accounting principle'

".g 
pu..ilur"* of a car has been recorded. to

p*it ut.t account. Occut when a transactron

is posted to a wrong account lr'hich is not of

the same type as the correct account'

This occurs when debit and credit in different

account are over stated or under stated by the

same amount, e.g. Purchases and sales has

been understated bY I000'

Occurs when an account to be credited is

debited and account to be debited is credited'

"!., 
tut.t made to Maurine has been credited

tJMaurine instead of being debited'

24
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Error of
original entry:

This error occurs when the figure transposed.
In this case correct account is recorded with
wrong figure (transposed) in the books of
accounts e.g. Purchases of Tshs 9,600 was
recorded in the books accounts as Tshs
6,900.

This occurs when figure has been posted
twice and posted twice in the ledger. e,g cash

sales recorded twice in both ledgers

Error of
duplication:

Meaning of Trial Balance

G
Is a list of the debit and credit balances in the accounts extracted
from rhe ledger at a given date

Dear Learner, write down the features of the trial balance, share

your response with friend(s).

You can compare your responses with the one given below.

The features of the trial balance are the following:-

Equal debits and credits have been recorded for all transactions

The debit or credit ofeach account has been correctly computed or
calculated.

The addition ofthe account balances in the trial balances has been
correctly performed

If the trial balance totals do not agree one effor or more must have been
made.

Ohjectives of Trial Ealance

(0 Checking of whether the double entry system has been followed
properly,

(ii) Checking arithmetical accuracy of the records i.e. addition,
subtraction errors, etc.

Note: The balance brought down (b/d) on debt side ofan account inthe
ledger should be transfemed to the debit column of the trial balance and
vice versa.
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Unit 2 Trial Balance

pair the structure of the
trial balance, write down
y0ur resp0nse,

Structure of Trial Balance

Compare your responses with the format gir en beiox.

KABIGI LTD TRIAL BALANCE AS AT 3I.12,2009

DETAILS DR CR

Cash Account xxx

Capital Account )CLx

Purchases Account xxx

Sales Account )Crx

Car:riage Account xxx

Wages Account )LXX

Machine Account xxx

General Expenses Account xxx

xxxx xxxx

Share with your colleague about posting of ledgers to trial balance
Llsing example of Lusano

Compare your findings with solution below:-

LUGANO'S TRIAL BALANCE AS AT 31.I.1980

DETAILS DR CR

Cash 888,000

Capital 800,000

Purchases 500,000

Sales 640,000

Caniage 40,000

2,000

Wages 10,000

1,440,000 "1.,440,000

26
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,ffi= Basic Accounting

1. What surprised you mostly in this unit? Why did that surprise

you?

2. . How well did you understand this unit and why?

3. What was the most interested thing in this unit and why?

4. What was the obstacles in the process of learning this unit

and why?

5. Are methods used in this unit relevant? Suggest other method

which will be suitable.

6. What do you think is the most important information
you learned from this unit? Why is this important?

7. What important information is missing in this unit and

w'hy?

Unit reflection

F

Unit assignment

U#
The following questions will help you to asses5T-fitrSelf on how much you have

understood this unit
1. (a) What do you understand by the term trial balance?

2

(b)What are the main purposes of trial balance?

post the following ledgers of Ndevu Urembo company Ltd in the trial

balance

1: Cash Account

Debit Credit LT

Date Particulars Folio Amount Date Particulars Folio Amount

281612009 Sales 1 5,000 30/612009 Balance c/d 15,000

1l'7 /2009 Balance b/d 1s,000 1 5,000
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Unit2 Trial Balance

Debit

Debit

Debit

Debit

Debit

2: Capital account

3: Purchases account

Credit

Credit

-1: Rent Account

Credit

5: Sales account

Credit

6: N{achine account

Credit

Date Parlicular-s Folio Amount Date Farticuiars Folio Amount

3016/2009 Balance cld 12,000 81612009 Cash F.2 i 2,000

!712009 Balance bid 12.000

?8

Date Particulars Folio Amount Date Particulars Folio Amount

31612009 Cash L.6 10,000 30/6t2009 Balance cld 1 0,000

11712009 Bala.nce bld 1 0,000

Date Pafiiculars Folio Amount Date Particulars Folio Amount

3/612009 Cash L.3 7.000 30t6n980 Balance cld 7,000

117 /2009 Balance b/d 7,000

UT

Date Particulars Folio Amount Date Particulars Folio Amount

5/612009 Cash L.4 1,500 30t612009 Balance cld 1,500

11712009 Balance b/d 1,500

Date Particulars Folio Amount Date Particulars Folio Amounl

301612009 Balance cld 16,500 8/6/2009 Cash F.5 i 6,500

t/7 /2009 Balance btd 1 6.500



Basic Accounting

D Kasamia started business on i $ 
Ju1,v 2001 with cash 200,000

July 2. Bought goods for cash. 120,000

July 3. Bought furniture for cash........ 20,000

July 5. Paid transport charges..... Z$OO

July 6. Cash sales.... 170,000

July 8. Bought goods for cash.. 15,000

Julyl0. Purchased goods for cash.. .5,000

July 12. Paid rent...... ... 8,000

July 15. Sold goods for cash.. 2 r 0,000

July 18. Sold goods for cash.. 30,000

July 20. Paid carriage ....3,000

July 21. Paid wages.. .....1,500

Required.

a) Post the above transactions to the cash account

b) Complete double entry

c) Prepare kial balance

29
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Unit 3 Elementary Trading, Profit and Loss Account and Balance
Sheet

Unit 3

Elementary Trading, Profit and Loss
Account and Balance Sheet

lntroduction

Dear Learner, in the unit two you have learnt about trral balance,

by all list of ledgers are kept. Now in this unit 1'ou u ill learn

elementary u,hich is derived from Trial balance. This unit has

sections which are trading accoun! profit and loss account and

balance sheet.

Learning Outcomes

Upon completion of this unit you will be able to:

Distinguish trading account and profit and loss account.

Posf transactions to trading, profit and loss account.

Prepare balance sheet.

Terminology

Net profit: The prolirt obtained when gross proflt b/d or
total income excess the total expenses.

That loss occurred when total expenses exceed
gross profit brought forward or total income.

This the cost incurred for transporting goods

purchased from the supplier to the buyer's
location.

This is transport charged to the -eoods
supplied.

These are expenses relating to purchase of
goods (for resale) e.g. carriage inwards or
carriage on purchases.

A11 expenses other than direct expenses are

termed as indirect expenses. These include
carriage outwards, indirect wages, salaries,

electricity, rent, rates, insurance advertisement
and others.

Net Loss

Carriage
inwards:

Carriage
outwards:

Direct expenses:

Indirect
expenses:

30
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Basic Accounting

Trading Account

G Dear leamer, take a visit at sma1l shop near your living area and
examine the calcularion of profits; discuss r,vith your friends the
pulpose of tredine,

Contpttre .,otlr answer with the one given below:_

The purpose of the trading is to deterrnine the Gross profit or Loss, cost
of goods sold' including.the expenses directry attributable to putting the
goods into saleable condition.

The trading Account is prepared at the end of the trading period by
closing the purchases Account and sares Account. rhen tran"sferring the
purchases figure to debit ofand sales figure to the credit ofthe Triling
Account.

Format of Trading Account

Dear learner you have seen the purpose the Trading Account, Now
Account.describe the format of the Trading

You can compare your format wtth the one given below:_

TRADING ACCOUNT F'OR THE YEAR ENDED 31.12.2009

CrDr

Details Shs Shs Details Shs Shs

xxx Sales xxx
Add Purchases xxx Retum lnwards xxx
Less Retum outward xxx Net sales xxxx
Net xxx
Gouds available lor
sale

xxxx

Less Cl stock xxx
Cost of Goods Sold xxx
Gross c/d xx

xxxx xxxx
Gross profit b/d xx

31
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Unit 3 Elemontary Trading, Profit and Loss Account and Balance
Sheet .ffi

You have seen the
format of the trading
account, with your
friends post the
transadions to the
trading account

Illustration

You have been given the following information relating to the Sugu

Mbilinyi Ltd

Record the following transactions into the tading account for the year

ended 3 1.12.2009

Opening Stock -------------60,000

Purchases---- ---40,000

Sales------- -120,000

Return Inward-::------------25,000

Return outward----------------20,000

Closirg stock-------------------3 5,000

Compare your results with the one given below;

TRADING ACCOLINT AS THE YEAR ENDED 31.12.2009
Dr Cr

Details Shs Shs Details ! :'.. Shs

Opening stock 60,000 Sales _ll

Add Purchases 40,000 Return Inwardr I :S.OOO

Less
outward

Return 20,000 Net sales 9s,000

Net purchases 20,000

Goods available
for sale

80,000

Less
stock

Closing 3 5,000

Cost of Goods
Sold

45,000

Gross profit c/d 50,000

95.000 95,000

Gross Profit h/d 50,000
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Profit and Loss Account

Dear Learner, discuss u'ith your friends the meaning of the Profit and
Loss account

Compare your anslaer with the following:-

Tlte prtlrt and loss Account is credited with the gross proht brought in
tiom Trading Account. It is also credited with any other revenue items,
such as discount received, rent received, income fiom investment etc
arising during the period.

PROFIT AND LOSS ACCOLNT FOR THE YEAR E,NDED
3111212009

Ilthe Dr Side total of the profit and loss account is more than its Cr side
total, the balance represents a Net loss. If the Cr side total is higher than
the Dr side total, the balarrce represent a Net profit.

Net profit is added to tlre capital, while net loss is deducted from the
capital, when preparing the balance sheet

Dear Learner you have seen some del-rnitions and format of the profit
and loss account, but mostly profit and loss account and trading account
is joined together to form Trading and Profit and Loss Account or
income statement.

Shs

Indirect expenses

Net profit

xxx

xx

xxx

Shs

Gross profit b/d

Other incomes

xxx

XXX

XXX
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NO DR CR

150.000.00

32,500.00

stock 46,100.00

Purchases 284,400.00

Sales l15.300.00
Retum inu'ards 00

Retrirns outu ards 6.700.00

inwards 17.900.00

outu ards 10.000.00

salaries 41,200.00

Furniture 25,000.00

vehicle 60,000.00

debtors 48,s00

creditors 52.800.00

Cash at bank 29100.00

Cash in hand 600.00

Discount allowed -) ,400.00

Discount received 1.900.00

General 31,700.00

Premises i 00.000.00

Income rent 23.300.00

750,000.00 750,000.00

Unit 3 Elementary Trading, profit and Loss Account and Balance
Sheet

Illustrative example

The following is a trial balance of Gwan Aliko on 3 i December 2009
E

I

Closing stock shs 55,300

DETAILS



Basic Accounting

GII'ANALIKO
TRADING ACCOUNT FOR THE YEAR ENDED 31't DEC 2OO9

DR CR
Opening stock
Add Purctrases 18-$00
Less returns outrrards 6700

277700
Add carriage inrvards
Goods ar,aiiable for sale

Less : closing stock
Cost ofgoods sold
Gross profit c/d

DR

46100

27900 30s600
35 1 700

5s300
296400
1 15"300
4I1.700

PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 31't Dec 2OO9

Atter the gross profit has been calculated (by drawing up a tradirg
account) the next stage is to ascertain the net profit. Net profit is the
dillerence betr,veen gross profit and selling, distriiution and
administration expenses olthe business

Example 2 above

F19m the above example show the profit and loss Account of Gwan
Aliko for the year ended 3l Decembei 2009

CR

35

Gross profit b/d

Sales

Less return inwards
Net sales

415300
3600

4tL70A

1 1 5.300

Wages and salaries 47,200

Discount aliowed 3,400

General expense 3 1.700 92300
Total expenses

Net profit 4g.200
140,s00

Carriage outwards 10,000 Gross profit b/d

Discountreceived 1,900

Rent income 23.300

1 15,300

140,s00



Unit 3 Elementary Trading, Profit and Loss Account and Balance

Sheet

Visit a nearby Library,

lnternet cafe find the

meantng and farmat of
the balance sheet

'ffi-
The Balance sheet

Compare your meaning and theformat with the orte given below.

Balance sheet is a statement showing the financial position of the

business as at the close oleach trading period.

In compiling the balance sheet all the Assets and Liabilities are set out

in a classified form. On the right hand side shows the various assets and

on the left hand side shows various Liabilities recorded.

Note: Balance sheet is the statement and therefore it has got no debit
and credit sides.

Format ol Balance sheet

BALANCE SHEET AS AT 3OTH JUNE 2OO9

Dear learner you have seen the lbnnat ofthe balance sheet. Refer to the

example of the Gwan Aliko Trial balance discttss rvith yor-rr friends
posting of the transactions to Balance sheet statement

Compare your solution rvitl-r the one given below:

Liabilities Shs Assets Shs

Capital xxx Furninrre

Current assets

xxx

Add Net profit xxx Stock xxx

Less Drawings

Current liabiiities

xxx Debtor xxx

Creditors xxx Cash xxx

xxx xxx
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GV/AN ALIKO

BALANCE S}IEET AS AT 31 DECEMBER 2OO9

I

I

I

I

Unit reflection ,,d

;!.

2.

3.

1

4

Dear leamer. no\\' you have come to the
tb11ou'in_s questions to retlect back u,hat you have covered

How well did you understand this unit and why?

What was the most interested thing in this unit and why?

What was the obstacles in the process of leaming thjs unit and

why?

Are methods used in this unit relevant? Suggest other method

which will be suitable.

What do you think is the most important information you
leamed from this unit? Why is this important?
What is impofiant information is missing in this unit and
why?

5.

6.

Capital Liabilities -{ssets

Capital
Add net profit

250,000
48.200

298,200
32.500

265,700

Lc:. ,i1.,..'. ::.--.

Current Iiabilities
Sundrl creditors

318.siQ

Fired assets

Premises

Fumiture

Motor (car) vehicle

100,000

25,000

60,000

Current Assets

Stock

Sundry debtors

Cash at bank

Cash in hand

55,300

48,500

29,t00

600 1 33"500
318,500
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Unit 3 Elenrentary Tmfiq. Proffi atd Loss Account and Balance

Sheet

Unit assignment

tIo
The following questions will help you to assess yourseli on how
much you have understood this unit.

The following is a triai balance of John Lugano, prepared at the

end o1'year, fl-om which the final accounts are prepared.

JOHN LUGANO TRIAL BALANCE AS AT 3I DECEMBER ]()(IS

Stock at 3 1 Decen,ber 2008 rvas shs 500.000

Required:
(1) Prepare trading account,
(ii) Prepare profit and loss account,
(iiD Prepare balance sheet.

DR CR

Sales 1,860.000

Purchases 1,155,600

Stock 1.1.2008 371,600

Car:riage outwards t? 600

Carriage inrvards 7l 400

Return olltwards 35,500

Salaries and wages 244,100

Motor expenses 66..100

Retums inrvards 44,000

Rent 57,600

Sundry expenses 120,200

Motor vehicles 240,000

Fumiture 60,000

Debtors 4\1 100

Creditors 304,500

Cash at bank 387,600

Cash in hand 12"000

Drarvings 705 000

Capital 1.284.400

3,484,400 3,484.{00

I
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Basic Accounting

Unit 4

Books of Prime Entry

lntroduction

Dear learner, welcome to this unit, in units one you have learnt about
book keeping procedures. in that unit you have ieamt about impoftance
of leaming book keeping. double entry and classification of accounts, in
Unit 2 you have leamt about trial balance, you also leamt about trading,
profit and loss accor-rnts in unit three. In this unit you will learn posting
of credit transactrorrs to separate books. This unit has seven sections
which are sales day book. purchases day book, sales retunrs day book,
purchases rctllrlls. general journal, cash book and petty cash book.

Learning Outcomes

L pon completion of this unit you u'ill be able to:

ReCOfding transaction in the books of prime entry.

Differentiate between general journal and other journals

Recording transactions to the petty cash book.

Terminology

Credit note: Is a document sent to a customer, showing the
amount of the aliowance given by a seller.

A document sent by the customer to the
suppfier giving details of the goods and the
reasons for their retum.

Is used to record transaction of general natr.rre.

Debit note:

Ceneral
j ou rn al:

Invoice: Is the document showing full details of the
goods sold and the prices ofthe goods.

is a Latin word which means daily record.

Is the process of recording a transaction in a
joumal.

Journal:

Journalizing:

39
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Unit 4 Books of Prime Entry

Meaning of books of Prime entry

Show types of books of
prime entry, write down

y0ur resp0nses,

compare your responses

with the following text.

[Jse the library search to find the meaning of books of prime entty,

write down your findings.

Compare your finding with the one given below:

Books of prime entry which sometimes referred as books of original

enky are the books in which we first record transactions. We have

separate book for each kind of transaction. Therefore. the transaction

wiit be entered to the book it specifically affects. Sales u'i]l be entered

in one book, Purchases in another book, cash in another book and so on'

We enter transactions in date wise so that transaction should be shown

in date order.

Details relating to the sales are entered in a details coiumn A folio

column entry is made cross-referencing back to the ongilal 'source

document'. e.g. the invoice.

The monetary amounts are entered in columns included in the books of
original entry for that PurPoses.

Types of books of Prime entrY

The following are types of books of prime entry

Sales day book or sales joumal -for credit saLes

Purchase day book or Purchase joumal-for credil :'- ':'-:ses
Sales return book or returns inward joumal
Purchases retum book or returns outwards joum:.
General joumal( joumal ProPer)
Cash book-for receipt and payments of cash an,l :.:'.: cheqne'

Sales day book/ sales journal: This book deals n rth rec.'rding ofdaily
credit sales ofgoods.

Post the follor.ving transaction in the sales dar book

Compare your results with thefollowing

Enter the item to the relevant accounts on the s&les ledger and show the

transfer to sales account in the general ledger.
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December

1.

2.

1

4.

8.

10

l7

19

27

Credit sales to innocent

Credit sales to Lyimo

Credit sales 1o Maurine

Credit sales to Lyimo

Credit sales to John

Credit sales to Lyimo

Credit sales to Selsa

Credit sales ro Mourine

Credit sales to Lyimo

20,000

60,000

30,000

45,000

30,000

17,000

10,000

10,000

70,000

SALES DAY BOOK Pg. 1

1

l

I

- -lri

Date F{ame of customer Invoice No Folio No Amount
Doc. 1

2

J

4

8

10

17

19

27

Innocent

Lymo

Mourice

Lymo

John

Lyimo

Selsa

Mourine

Lyimo

Transfer to sales A/C

0001

0002

0003

0007

0006

0004

0009

0008

001 1

SL.4

SL.3

SL.5

SL.3

SL.5

SL.3

SL.7

SL.5

SL.3

GL.8

20,000

60,000

30,000

45,000

30,000

17,000

10,000

10,000

70.000

292,000
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Unit 4 Books of Prime Entry

SAIES LEDGER
This ledger is used to maintain the personal accounts of all debtors

Dr Lyimo a/c (SL 3) Cr

Dr Innocent a/c (SL 4) Cr

I)r Maurine a/c (SL 5) Cr

Dr John a/c (SL 6) Cr

Dr Seba a/c (SL 7) Cr

T

Date Particulars Folio Amount Date Particulars Folio Amount

Dec,1

Dec.4

Dec.10

Dec.27

Sales

Sales

Sales

Sales

Pg1

Pg1

Pg1

Pg1

60,000

45,000

17,000

70,000

- )-,-ri P "trti.r',.i:..rs
: il rti Particulars Folio .A.mount

Dec,2 Sales Pol'6' lrr.rlir ;

Date Particulars Folio Amount Date Particulars Folio Amount

Dec,3

Dec.19

Sales

Sales

Pg1

Pg1

30,000

10,000

I)ate Parliculars Folio Amoulrt Date Particuiars folio Amount

Dec,8 Sales Pg1 30,000

Date Particulars Foiio Arlrount Date Particulars Folio Amount

Dec,17 Sales Pgl 10,000
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GENERAL LEDGER

Ti:.s ledger contains the accounts relating to the proprietor/owner of the
'iiisiness and other normal transactions like purchases, sales, retums
rnr-ard, expenses, etc.

Dr Sales Account Pg.8 Cr

Purchases day book/ Purchases journal: This is the book used to
record the daily credit purchases ofgoods.

Enter up the purchase day book from the following details and post the
item to the relevant accounts in the purchases iedger and show the
transfer to purchases account in the general ledger

1 oct. Bought tiom Usangu to Co. Ltd music cabinet 60,000

.1 Oct. Purchased lrom Tumlonde Supply Company goods 80,000

9 oct. Bought lrom Green and Company goods for 80,000

15 oct. Bought from Green and Company goods for 50,000

22 oct. Purchased from Julia goods for 90,000

27 oct. Purchases from Tumlonde supply company goods 70,000

31 oct. Bought from Green and Company for 40,000

Compare your results with the following:

Date Particulars Folio Amount Date Particulars Folio Amount

Dec
J1

Sales Pg1 292,000
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Purchase day book:

Pg1

PURCHASE LEDGER

This ledger is used to maintain the personal accounts olali creditors.

Dr

PL1

Green A/C Pg I Cr

Amounl

Dr

PL2

USANGU A/C Pg 2 Cr

Amount

Dr

PL3

JULIA AJC Pg 3 Cr

Date Supplier Invoice Frrlil nl Amount

1-Oct Usangu Co. 54221 PL: 60,000

4 Tamlande 461 PI.i 30,000

9 Green Co. 463 PLI 80,000

15 Jalia 50221 PLl 50,000

22 'Iamlonde 50664 PL-1 90,000

27 Green Co. 561 PL+ 70,000

81 Green Co. 570 PL1 -10.000

Transfer to purchase GL9 -+ 10,000

Amount Date Particulars IDate Particulars Folio

Purchase9-Oct

Pei15-Oct Purchase

31-Oct Purchasr- Pel

,Amount Date Particulars F i'l i,rDate Particulars Folio

1-

Oct Purchase Pel

Date Particulars FolioD:te Particulars Folio Amount
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Li.: t Particulars Folio Amount Date Parliculars Folio Amount

4-Oct Purchase Pe1 30,000

Oct Purchase Pe1 70,000

Dr
PL4

TUMLONDE AiC

Purchase

Basic Accounting

Cr

Dr PURCHASE A/C Cr

Sales return/return inwards journal

Go to the shopkeepers and ask them what factors lead to the return of
goods, explain the meaning of sales retum and format of sales refurn,

Compare your findings with the following

Factors lead to returns of goods are the following:
! Wrong colour,
! Wrong type,
n Wrong quality,
! Poor design,
n Damaged on transit.

This book records the details and amounts of goods returned by the
debtors.

when customers return merchandize which they find to be
unsatisfactory, either their money is refunded or their accounts are
credited with the value of the goods retumed.

Date Particulars Folio Amount Date Particulars Folio Amount

31 Oct Purchase Pgl 410,000
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Thejournal entry necessary to record this transaction in Generaljournal

Dr. Sales Retums

cR. cash/personal account to record refurn of goods by a customer
made a refund for goods returns by a customer

15:

Format of sales refurns Journal

Sales ledger

Dr

Dr

Dr

Dr

SJI

Arshad Liguo A/C Pg 11 [:

Paul A/C 3Cr

M. Chuachua A/C 22 Cr

General ledger

Retums Inwards A/C Pg 10 Cr

Date Aocount credited Credit not no Folio ]*o,rr,
1990 Jan 1

Jan 5

Jan 8

3l Jan

Arshad Liguo

Rozy Paul

M. Chuachua

Transferred to return
inward (R.I A/C)

18

19

20

S.

SLl
SL _-

GL.

300

150

40

490

Date Particular Folio

UUt990 Returns
inwards

SJr

Date Particular Folio Amount

51111990 Returns
inwards

SJr :

Date Particular Folio Amount

81111990 Returns inwards SJr 40
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Basic Accounting

Date Parliculars Folio Amount

3U8t1990 Retums for
the month

SJr 490

The individual debtors account is credited as the credit notes are issued.
The total of the sales return journal, which should be extracted
regularly, is debited to the sales returns account

Furchases return bo oh/retu rns ou t.n.ard j ournal

Dear leamer, Use iibrary search, explain the meaning of purchases
return, its format and how to record

Compare your findings with the following

Fomat of Purchases retuffls .Tournal PJr

Dr Mary Guga

Purchases ledger

Pg 21 Cr

Cr Asha Issa pg 23 Cr

Dr Vincent John Pg 32 Cr

Date Account debited Note no Folio Amount
1993 Jan 1

Jan 5

.lan 8

31 Jan

Mary Guga
Asha Issa
Vincent John
Transferred to

2B

29
30

PL 21

PL 23

PL 32
PL I1

s00
2s0
400

1150

Date Parliculars Folio Amount

1/1/1993 Returrs
outwards

PRJ 1I s00

Date Particulars Folio Amount

511/t993 Returns outwards PRJ I1 250
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Date Particulars Folio

8lUt993 Returns
outwards

PRJ1 +ir

Date Particulars Amount

3UU1993 PRI IRefurns for
the moath

I 150

Unit 4 Booke of Prime Entry

General Ledger

Dr Refurns Outwards l

This book record the details and amount of goods rerurned to the
creditors.

When goods are returned to a supplier or a price adjustment is
requested, the purchaser usually communicates nith the seller in
writing. The business document used to convey .\is 

inJbrmation is the
debit note

Debit note:- Inform the supplier (creditor) that his accLlunr is being
debited or reduced by the a.rnount indicated and the rra:on for the
reduction in liability. Debit notes are listed in &e purcha-se retuin book
or joumal

The personal accounts in the creditor ledger is debited t-or the amounts
shown on the debt notes. To complete the double entr]'. rhe total of the
purchases retums journal is credited to purchase retums account.

Generally, there are tkee types of ledgers sales ledger. in rvhich the
customer personal accormts are kept, purchases ledger. l'hich keeps
supplies personal accounts, and general ledger this contains the
remaining double entry accounts, such as those relating to expenses,
non-current assets, and capital

What aro fho usoful of
fhesafournals, wrlfe
down your rosponses,
Compare your

responses wrih fhe

fallowing

I
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Lsefulness of a journal

The journal shows all the information about a transaction in one
place and also provides an explanation ofthe transaction
The journal provides a chronological record of all the events in
the life of a business.
The use of the joumal prevents making of errors
Particular of every transaction must be recorded in the journal
before posted to the ledger

Example

Enter up the sales, purchases and retums day books from the following
details. Post the individuals in the dual items to the relevant accounts in
the sales and purchases Ledger and transfer the totals ofthe various day
books to the general Ledger.

1996

June 1 Credit Purchases: R.Kingele shs 25,000, J.Kulwa shs 11,000,

H. Rashid shs 40,000

June 5 Credit sales: T.Paul shs 50,000, G. John 35,000,
A. Abdallar shs 60,000

June 7 Credit Purchases: B.John shs 4,800, R.Kipengele shs 1,800

J.Kulwa shs 2,500

June 9: Goods retumed by us to: R. Kingele Shs 3,500, J. Kulwa 3,000

June 10: Goods returned to us by G. John 5,000, A. Abdallar 3,500

June 12. Credit Purchases: B.John 3,000 R. Kipengele 10,000,

J. Kulwa 1,500

June 15. Credit sales: G.John 2,000 T.Paul 2,500

June 18. Retumed by us to: B.John 500, J. Kulwal,800

Jrlne 25. Goods returned to us by G. John 4,000

!
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Unit 4 Books of Prime Entry ,ffi
Solution

SAI,ES DAY BOOK

PI]RCHASES DAY BOOK

RETURNS OUTWARD BOOK

P

I

f_

Date Particulars Invoice no. Folio Amount

t996

7t s0,000June 5 T. Paul

June 5 G.John 72 S.L : I 35,000

June 5 A. Abdallah t) 60.000

June 15 G. John 74 \_ :,000

75 1,500June 1 5 T. Paul

June 30 Transfered to sales A/C GL 1J9.500

Date Particulars lnvoice no. r Folio -{mount

1996 Jrme 1 R. Kipengele 8l

June 1 J. Kuh.va 15 f rrl 0

50June 1 FI. Rashid

June 7 B. John 1'7

Jure 7 R. Kipengele 20 : --
June 12 B. John 22

June 12 R. Kipengele 94 )l

June 12 J. Kuhva 96

June 30 Transferred
pulchases A/C

to GL r u3J00

Date Particulars Note no. Folio Amount

1996

June 9 R.Kipengele c-15 3.500

June 9 J.Kulwa c-22 PL-2 I 3,000

June 18 B.John c-30 PL-+ | SOO

June 18 J.Kulwa c-60 ipr--z lr,soo

June 30 Transferred to I{. Out A/Cl GC-17 8,800
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,ffi= Basic Accounting

RETURNS TNWAITD tsOOK

R.IflPENGELE

J. KULWAA/C

LEDGERACCOUNTS

PURCHASES LEDGER

PL,1

^luly Balance b/d 49,500

PL-2

I
Date Fafiiculars Note no. Folio Amount

1996

June 10 G. John c-51 S.L-2 5,000

A.Abdallah c-52 S.L-3 I 500June 10

June 25 G. John c-53 S.L-2 4,000

June 30 Transferred to
R. I A/C

GL-18 12,500

1996 t996

June 9 Credit note 3.500 .lune I Invoice 25,000

June 30 Balance c/d 49.500 June 7 Invoice 18.000

June 12Invoice 10,000

53,000 53,000 -

1996 1996

June 9 Credit note 3,000 June 1 Invoice 1 1,000

June 18 Credit note 1,800 June T Invoice 2,500

June 30 Balance c/d 10,200 June 12 Invoice 1.500

15,000 15,000
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H. Rashid A/C PL-.1

Jr.rne l lnvoice 40,000

B. John A/C PL-4

1996

June 9 Credit note 500 June 7 Invoice 4.800

June 30 Balance c/d 7,300 June 12 Invoice i.000

7,800 -. 
N t){)

T. Paul

SALES LEDGER

PL-T

G. John SL.2

A. Abdallah SL-3

June 26 Balance b'd 28.000

I

1996

June 5 Invoice 50,000 June 30 Balance c d 52.500

June 15 Invoice 2,500

52,500 5:.500

t996

June 5 Invoice 35,000 June 10 Credit note 5,000

June I 5 Invoice 2.000 June 25 Credit note 4,000

Ralance c d .s 000

37,000 37.000

1996

June 5 Invoice 35,000 June 10 Credit note 5,000

June 15 Invoice 2.000 Iune 25 Credit note 4,000

Balance c d 28.000

37,000 37,000
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GENERAL LEDGER

Dr Sales account 1 Cr

Dr Purchases account t7 Cr

Dr Returns outwards account 1 Cr

Dr Returns outwards account 17 Cr

Dear leamer, you have already leamt how to record the four books of
onginal entry which are sales day book, Purchases day book, Sales
retlrns and purchases retums, Now use library search write down the
strLlcture and uses of general joumal.

Compare your responses v,ith the following

1996

Credit sales for 149,500
SOB the month

June 30

1996

June30 Credit purchases for 113,300
PDB the month

I

t996

June 30 Returns for the
PRJ, n.ronth

8,800

1 996

June 30 Retums for RIJ the
month

1 2,500
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GENERAL JOURNAL

This book or diary which shows the account to be debited and to be

credited together with their reason or narrations.

The ru1e of General Joumal

Typical uses of the General joumal are

! Correction of er:rors

n To record opening and closing entries

U Purchase and sale ofasset on credit

n Adjusting entries

Example

credit purchase of fixed asset on 15 July 2001 Aler pr-lrchased a car

value shs 5,000,000 from Japan co. ltd.

General Joumal

Example 2

Correction of errors

The following have being discovered is the books of accounts of J.K.

Nyerere.

Date Account titles and F Debit Credit

1 980

August 1

August 5

Cash

Hawa

capital invested cash

In business

Lar,d

Cash purchase land for office use

60,000

I .000

2I

Date Details Folio Debit i credit

2001

July 15

Japan Co

Being credit
purchase of a

caf

G1

GL

5.(11r1 .

5,000,000
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(i) credit purchases of goods shs 50,000 from sulaha has been

posted as Silaha
(i, ^Cash 

sale shs 300,000 has been posted twice in the books of
accounts.

Solution:

Journal Entries to correct Erors

CASH BOOKS

Dear learner so far you learnt five books of original entry which are

sales day book, purchases day b-ook, sales returns, purchases retums and

general lournal.-Now our last section of our unit is cash book. In this

iart you will learn how to make necessary entries in the cash book and

Low to include entries for discounts received from creditors and

allowed to debtors, both in the cash book and in the general ledger

visit nearby organization: ask the accountant ofthat organization the

meaning of 
"u.t 

book, types of cash book and how each of the cash

book is recorded.

Compare the responses with the following

Meaning of cash book

Cash book is a book consists ofthe cash account and the bank account

put together in one book. we used to show these two accounts on

Oiff"r*t pages of ledgers. This means that w-e can record all money

received and paid by cash or by cheque on parlicular date on the same

page.

Accor-rnt Name Debit Credit

Dr. Sulaha A/c

Cr. Silaha AiC

Being credit purchases from Sulaha

recorded to Silaha

50,000

50,000

Dr Sales

Cr. Cash

Being cash sales posted twice now
corrected

300,000

300,00
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The following are types of cash books:
a) Single column cash book (cash account r.

b) Double column (two column) cash book.
c) Three column cash book, and
d) Petty cash book.

(a) Single column cash book or cash account

This type of cash book you have already leamt in ..:-.

(b) Two column cash book

Dear learner, discuss in group the format of-tu'o cr,l:r': - ,. ' : -k.

Compare your finding with the one given. belott

Two cnlumn cash book

Dr

Dear learner, use the format to record cash account ar.

in the two column cash book. Read the follawing in-tbt

account and bank account to open two colurnr ca-eit

solution in your portfulio

The following information was obtained from the book
the month of June 2006.

Dr CASH ACCOUNT Cr

Panic,-..,,

- i Ount
,i' L:u.s ll

'''.a:'et'Ne

\lramba for

Amount

Date Particulars Folio Cash Bank Date Particulars F. Book

Date Particulars Folio Amount Date

2006 2046

116 Balance btd 1 1,600 416 .!lsur -, 8,800

6t6 P.Mateke 20,200 916 T.Zak.,::., 15,600

13 6 K.Karuna 56,1 00 2016 Wages 18,500

26t6 S.Mugrinda 16,600 3016 Rent 10,000

30t6 Balance 41,600

104,500 104,500
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Dr BANK ACCOUNT Cr

Contra-entries

Is the transfer of money from cash account to the bank account and
vice versa. It completes double entry through the same cash book.

Trvo column cash book is a ledger that save two accounts at the same
tin-re and hence entries which appear in both sides of the cash and bank
account is known as contra entry.

Example
i. Withdrar.v cash lrom the bank for office use

Dr Cash Book (Cash Column)
Cr Cash Book (Bank Column)

ii. Deposit cash into Bank
Dr Cash Book (Bank Column)
Cr Cash Book (Cash Column)

Example

December
l. Balance of cash in hand
2. Balance at bank
3. Received cash from Moyo
4. Paid Shiwile by cheque
5. Mkiza paid his account by cheque
6. Received cash from Lyimo
1. Paid Rent Loy cheque
8. Paid wages by cash

9. Paidcashatbank
20. Draw cash from Bank for office

50,000
I,000,000

25,000
120,000
30,000
12,000
50,000
20,000
10,000
20,000

Date Palticulars Folio Alnount Date Particulars Folio Amount

2006 2006

U6 Balance btd 379.500 516 Mamuya 21 .500

J/O Yazidi 50,000 t1l6 Tiba 30.000

816 Mwaipopo r 6.800 2216 P.Mugu 1 16,500

1 8/6 Odunga 62,200 3016 Balance cld 340,500

508.500 508,500
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Unit 4 Books of Prime Entry

Enter the above transaction in the cash Book and balance it on 31st

December and can1, down the balance

Dr

Solution

CASH BOOK Cr

DISCOUNT,{ND THREE COLUN{N CASH BOOt\

Types ofdiscount

There are two types ofdiscounts
a. Trade discounts
b. Cash discounts

(a) Trade discounts

Is the discounts offered to customer who purchase in iarge quantity or

who buy goods for resale.

Is not included in the amount due in an invoice, offered at time of
contract of sale therefore does not appear in the books of accounts.

Date Particular Folio Cash Bank Date Palticulars Bank

Decl Balance btd 50,00t) 1,000,000 Dec3 shiwile 12,000

2 Moyo 10 25.000 10 Rent 11 50,000

4 Mkiza )n 30,000 15 Wages

6 Lyimo 70 12,000 18 Bank cash
tiom banli

L t0-000

18 Cash 1 0.000 20 Cash C 20.000

20 Barrk C 20,000 Baiance 850,000

1 07.000 1,040,000 1,040,000

Jan I Bai bld 77,000 850,000

58

'Discount is amount deducted from original price.

What factor do you think a seller can consider r',i::-. : '-,liscount

to customers?
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(b) Cash Discount

Is the discount offered to the customer who pay promptly. This
normally appear in the books of accounts

The firm will encounter cash discounts from two different angles, i.e.
Discount allowed and discount received

1. Discount allowed

Firm allow cash discounts whom it sells goods i.e. receive less than
what is in an invoice.

2. Discount received

Firm may receive cash discounts from the buyer i.e. pay less than what
is in an invoice.

Discount allowed is an expense to a firm while discount received is an
Income.

Now try to solve the following questions

Example

Record the following transactions in the Three Column cash book of
Kambimbaya Mayengo.

September: l6 Balance b/f cash in hand 652,000
Balance b/f Bank 9,847,000

17 Paid kansport in cash 222,000
1 8 Issued a cheque to John Co

Setting an Invoice of shs 7,500,000
Deducting 2%o cash discount

19 Sold goods for cash shs 2,000,000 less

2o/o cash discount
20 Deposited cash with bank shs 1,500,000
2l Received a cheque from John Nyika sh 2,940,000 after

deduction of 2o/o cash discount
22 Paid wages in cash shs 175,000
23 Paid telephone bill cash shs 594,000
24 With draw cash from Bank to be kept for office use shs

750,000

(q

lJse Iibrary search to tlnd out the fbrmat of three column casir book.

l,



Unit 4 Books of Prime Entry ,"ffi-

25 Issued a cheque for shs 5,000,000 to Bakresa Company as

parl repayment of Loan
26 i{eceived a cheque for sh 4,950,000 (after deducting of 1%

cash discount) from P. Nasc

21 Paid by cheque to John and co. shs 2'600'000 less 202 cash

discount
28 Issued cheque for salaries, shs 6,1i4"00C1

29 Sold goods for cash, shs 900,000 less 29 o cash discount

30 Paid wages, shs 488,000.

Compare your findings with the following solution

Dr CASHBOOK Cr

btf

GENERAL LEDGER

PL

Dr JOHNAiC LT

Cash Bank Pqrticrrlrr. Bank
r oll0

\619 Balance
b/f 652,000 9,847,000 t719 Transpott

Shs

t9l9 Sales 30,000 1,970,00c t8l9 Johr&co 7,350,000

2019 Cash
deposited

C1 1,500,000 Cash
deposited

C1

2tl9 J.Nyika 60,000 2,940,000 Wages

Cash
withdraw

C2 750,000 Telephone ------ )0

2619 P.Ndisi 50,000 4,950,000 Cash

withdraw
C2

2919 Sales 1 8,000 882,000 L)tv Bakhresa
Loan

5,000,000

3Al9 Balance clf 1,643,000 2719 .lohn&Co 2,548,000

2819 Salaries 6,1 14,000

3Al9 Wages .000

3Al9 Ralance clf 100

i 58,000 3,372,004 21,762,00( 21,162,00(

1/1 0 Balance btt 393,000 1/t Balance 1

Date Particulars Folio Amount Date Particular Amount

Sept 1B Bank B 7 5

Sept 18 Disc. Received CB

Bank CBSept 27

Sept27 Disc Recived I CB

l ._

La--

2?,1

Folio

1 50,000

2.548.000

52,000
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Dr JOHN NYIKi\ Cr

The total discounts are posted to respectir e e.counts in Generai Ledger
at the end each month.

I
il
iI

il

Dr DISCOLTNT REC EI\ ED Cr

Dr DISCOUNT ALLO\\'ED Cr

PETTY CASH

Meaning of Petfy cash Book

r-=v Deqr learner use Library search to read petty cash book. Compare
your findings with the following text.

This is a type of cash book used to record payments made out of funds
for various minor payments. It records the one receipt cash with several
payments. The amount received is entered on the debit side of the petty
cash book and the corresponding credit made in the cash books and the
amount supplied should be enough to cover the estimated petty
expenditure for stated period.

Date Particulars Folio Amount Date Particulars Folio Amount

Sept
2t

Bank CB 2940.000

Sept
21

Discount
allowed

CB 60,000

Date Parliculars Folio Amount I)..:; Particulars Folio amount

Date Particulars Folio Amount F'rl ic r-Llars Folio Amount

..i-.
:

Total for
the month

CB 202,000

Date Particulars Folio Amount Particulars Foiio amount

Sept
30

Total for
the month

CB 15s.i)r

6'l



Petty Cashier

Individually, brainstorm the term petfy cashier. share pair, write

Petty cashier is the assistance of cashier llho do assist the work
cashier such as receiving cash payments for smali erpenditure.

Float

Have you ever heard the term float, what is the meaning of float in petty
cash? Note down your thinking and compare *-ith the te\t below.

Is the amount of money at which a petty cash srarts n'ith each
e.g. weekly or monthly?

Imprest

Dear leamer, think and share with friends the meanins of the
Imprest, oompare your responses with the follo*ing rerr

Is a specific amount of cash given to the petfy cashier ro meet
small off,rce expenses, e.g. weekly, monthly, etc. then aner the
spent should be reimbursed or restored.

Petfy cash expenditure

Use Library search, write down meaning of peth cash
compare your findings with the following:-

Are expenses incurred when cashier uses the g:r en imprest
telephone bills, tea, postage, travelling expenses.

Peffy cash book is book of prime entry as part of ledger and double
entry must be made to each transaction

In a group discuss double entry ofrecording either cheque paid to petty
cashier or cash paid by petty cashier, compare your responses with
following.

CHEQUE PAID TO PETTY CASHIER

Dr Petty cash book

Cr Bank Account

,ffi

youf responses, compare your findings nith the tbllou'ing.
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CASH PAID BY PETTY CASHIER

Dr Respective expense account

Cr Petty cash book

Format of the cash book

You have given the following information in the last week of December

December I Received float of 150,000

2 Paidstationeries 20,000

2 paid bus fare 15,000

3 Paid for stamps 5,000

3 Paid bus fare 6,000

3 Paid for entertainment 30,000

3 Received shs 9,000 from John Kamau

5 Paid transport fare 20,000

5 Paid refieshment 12,000

6 Paid John Simon creditor 25,000

Date Particulars PV
no.

Receipts Total Transporl Stamps Stationarl Sundry
expenses

Folic Ledger
aJc

Dec
I

Cash book CB xxxx

2 Stationarv PVi xxu xxxx
2 Bus fare PV2 xxxx xxxx
J Stamps PV3 xxxx xxxx
J Bus fare PV4 xxxx xxxx
J Entainment PV5 xxxx xxxx
f, J. Kamau xxxx
5 Bus lare PV6 xxxx xxxx
5 Rel'reshnrent PV? xxxx xxxx
6 J.Smith PV8 xxxx PL xxxx
31 Bal c/d xxxx

xxxxx xxxxl
U1 xxxx
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Unit reflection

PETTY CASH BOOK

Use the format given to record transactions ttt .i:; ::..." cash book

compare your finding with the one given beloil'.

Dear learner, now you have come to the end of this u::::. ,:l.rt er the

following questions to reflect back what you havc .Lr\.:;-

How well did you understand this unit and why?

1. What was the most interested thing in this unit and rr-hy?

2. What was the obstacles in the process of leamin-e this unit and

why?

3. Are methods used in this unit relevant? Suggest other method

which will be suitable.

1. What do you think is the most important inl,.nr.rtion you
leamed from this unit? Why is this importanti

5. What is important infomation is missing in :hls unit and

why?

flt

Sundry Folio LedgerReceipts Total
t

Date particulars PV no.

1 50.000Decl Cash book CB
2 Stationary PV1 20,000

Bus fare PV2 15,000 15,0002

PV3 5.0003 Stamps
6.000 6.000J Bus l)re PV4
30.000 30,000J Entertainment PV5

J. Kmau 9,0003

PV6 20,000 20,0005 Bus l'are

r2.000 2.0005 Retie shment PV7
25.00025.000 PL6 J.Smith PV8

31 Bal c/d 26,000
1s9,000 159,000

26.000vl
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Unit assignment

U
*

The following questions will help you to assess yourself on how
much you have understood this unit.

What do you understand by the following terms
a) Statement of account
b) Retums outwards journal
c) Differentiate between Credit note and debit note

i)You are to enter up the purchases Day book and the return outwards
Day book from the following details ,then post the transactions to the

relevant accounts in the Purchases ledger and to show the transfer to the

general ledger at the end of the month.

2005; May 1. Credit purchases from Jovita cash 35000

May 4. Credit purchases from the foliowing: A. Classic 37000, B. Peter

42000,F. Tuge 75000, G. Ramadhani 140,000

May 5. Goods retumed by us to the following: F. Tuge 4000, A. Classic

2500
May15. Credit purchases from B. Peter cash 9000

ii) You are to enter up the sales, Purchases. retuflls inwards and retums

outwards day books from the following details, then to post the items to

the relevant accounts in the sales and purchases ledgers. The totals lrom
the day books are then to be transferred to the accounts in the general

ledger.

2003
June l.Credit sales: Wahida 45000,Ro2y 60000, Juma 50000.

June 3. Credit purchases: P. Paschal 63000, H. Hamis 25000,B.Said

3s000
June 7 Credit sales: K. Keti 45000, N. Mentu 75000, N. Leti 30000

June12. Goods returted by us to: Paschal 6000, B. Said 6200
June l4.Goods retumed to us: Wahida 7000, Rozy 9000, Juma 2500

iii) Record the following transaction in the Double coiumn cash book of
Lebi Sandube, a wholesaler

65

L?



Unit4 Books of Prime Entry

October

I . Balance b/f cash in hand shs 750.000
1. Balance b/fcash at bank 1.73g.000
2. Issued a cheque to Lufingo, sh i .l 16.000
3. Paid wages in cash shs 1..000
4. Received cash from sales 40{j.000
5. Deposited cash with Bank shs +00.000
6. Receives a cheque from Nathan Lebi g 16.000
7 . Paid wages in cash 6-- j00
8. Issued a cheque for rent shs :50.000
9. Paid transport in cash sh j9.jfil
10. Received a cheque &om Lwitikolebi sh I I 1.-0t)
11. With draw cash from bank for office use sh ifil.Crrl0
12. Issue cheque for telephone use shs -g.g(10

13. Received from M. Maina cash shs 95.0{{l
14.Paid and cheque wages in cash shs II j.tx_rO

15. Paid transport in cash shs :d._l(,x_l

iv) Draw a three columns cash book from the fo[ox.ine transactions

Jan. 1. Balance b/fcash 96,000 bank shs 676.00t|

2. Cash sales shs 240,0A0

4. Received cheque from Anna shs 400,000 less l[li: { cash discount

5. Cash sales paid direct in to bank shs. 190.000

7. Paid IPP by cheque shs 540,000 less shs 40-000 ca_.h discount

9. Cash sales shs 260,000

1 1. Cash purchases shs. 400,000 less 5oZ cash discount

1 1. Paid for transport shs 50,000 cash

13. Cash sales 560,000 less shs 30,000 cash discotmt

15. Paid cash into bank shs 500,000

17. Received a cheque shs 210,000 from Anna

24.Paid MT Patel by cheque shs 350,000 less 50zo cash discount

27. cash sales shs 50,000 less 10% trade discormt and 5o/o cash discount
29 withdraw cash fiom bank shs 200,000 and paid sbs 200,000 salaries
and 10,000 rent
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30. Paid all cash into bank except shs 100,000

i) What do you understand by the following terms:
a) Statement of account
b) Returns outwards joumal
c) Differentiate between Credit note and debit note
d) Petty cashier

e) Float

0 Petty cash expenditure
g) Imprest

h) Cash over age

i) Petty cash vouchers

ii) You are to enter up the purchases Day book and the retum outwards
Day book from the following details ,then post the transactions to the
relevant accounts in the Purchases ledger and to show the transfer to the
generai ledger at the end of the month.

2005;
May 1. Credit purchases from Jovita cash 35000
May 4. Credit purchases from the following: A. Classic 37000, B. Peter
42000, F. Tuge 75000, G. Ramadhani 140,000
May 5. Goods retumed by us to the following : F. Tuge 4000, A.
Classic 2500
May15. Credit purchases fiom B. Peter cash 9000

iii) You are to enter up the sales, Purchases, retums inwards and returns
outwards day books flom the following details, then to post the items to
the relevant accounts in the sales and purchases ledgers. The totals fiom
the day books are then to be transferred to the accounts in the general
ledger.

2003
June l: Credit sales: Wahida 45000,Ro2y 60000, Juma 50000.
June 3: Credit purchases: P. Paschal 63000, H. Hamis 25000,B.Said
35000
June 7: Credit sales: K. Keti 45000, N. Mentu 75000, N. Leti 30000
Junel2: Goods retumed by us to: Paschal 6000, B. Said 6200
June 14: Goods returned to us: Wahida 7000,Rozy 9000,Juma 2500
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Unit 4 966p5 of prime Entry

2. Enter the following transaction in a petq, cash book
Jan 1. Received float of

3 Paid bus ticket

3 Paid stamps

4 Paid stationary

4 Paid postage

4 Paid for bus fare

5 Paid entertainment

6 Paid for sramps

7 Paid for sundry expenses

8 Paid bus fare

80,000

9,000

5,000

7,000

1,500

20,(m0

5,(m0

3,500

10,000

12,000

I



Basic Accounting

Unit 5

Bank Reconciliation Statement

lntroduction

Dear learner, welcome to this unit. In unit four you have leamt about
books of prime entry, you leamt recording of transactions in specific
book of prime entry, you have also covered recording transactions to
the petty cash book. This unit has three sections r,vhich are concept of
bank reconciliation statement, causes of different between cash book
and bank statement balances, preparation of bank reconciliation
statement

Learning Outcomes

Upon completion of this unit you will be able to:

Explain the meaning of bank reconciliation statement.

Explain causes of different between cash book and bank
statement.

Prepare bank reconciliation statement.

Bank statement

Dear learner, have you ever heard about a bank, bank statement? Think
individually and discuss with your friend, write down your responses,

Compare your finding with the following;
Bank is a firm which keeps records of business accormt or personal
accounts in its own book. The bank periodically (normally monthly)
sends a statement showing all the transactions through the bank to
Customer. This is statement known as bank statement.

Bank statement should be always be checked against the cash book
entries.
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Unit 5 Bank Reconciliation Statement

Bank Reconci liation Statement

Brainstorm about the

tarm bank recsnciliation
statemenl;

Compare yourfindings with thefollowing tev

Bank reconciliation is the process of comparing the transactions in the

bank statement with those transactions recorded in the firm's cash book.
Or is a calculation comparing the cash book balance s'ith the bank
statement balance.

Bank balance should reconcile each other, but there are circumstances
which lead these two balances to vary even thomsh the cashbook kept
up to date by a business.

Causes of dill'erenthetween cash book and hlnl-. ,r.ri!:ttirrt

Compare your findings with the reasons provided belou

Unpresented cheque: Cheque drawn and sntered in ea.h book, but not
presented at the bank tbr palment at the
reporting date.

Book errors: amount credited or debited incorrectly.

Charge by Bank for ope.rating an account.Bank charges

Cheque dishonoured: Cheque rejected e.g. No enough tund figure and
words differ.

Direct credit: All the amounts entered in tire bank OIBC,
NMB, etc) but not in cash book.

Standing orders: A firm may InsEuct its bark to pay regular
amounts of money at a stated dates e.g. you may
ask bank to pay shs. 2.000.000 fbr every 25'n

each month to pay water bills. telephone bills,
wages etc.

Standing order receipts: A firm may instruct its bank to receive
amounts of money at a stated date e.g. rent from

*ilffiil'.ff :H,*ilarious 
comPanies in
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Basic Accounting

Dear learrrer you have seen that cash book balance and the bank balanse
sometimes differ thus cash book need to be updated by recording those
items which are in bank statement but not available ln cash bo=ok i.e.
iterns like bank charges, stancling orders, dishonoured cheques, direct
credit etc.

Format of updating cash book will be as shown below.

CASH BOOK

Dear leamer you have seen that bank reconciliation must be made to
clear the differences between cash book and bank balance. The
reconciliation can be made by using two methods, either by starting
with balance as per cash book or balance as per bank statemeni.

Compare your findings with the following examples

BANK RECONCILIATION STATEN{ENT

Balance as per cash book ........... ........ xxxx

Add unpresented cheques ......................xxxx

Less uncredited cheques.

xxxxx

.,xxxx
Balance as per bank statement xxxxx

OR

BANK RECONCLIATION STATEMENT

Balance as per bank statement..... ..........xxxx

I

Balance as per cash book xxxx xxxx
Direct creclit xxxx orders xxxx

i)ishonoured xxxx

U dated balance xxxx

xxxxx xxxxx
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Unit 5 Bank Reconciliation Statement

'"ffi=
Add Uncredited cheques.. .....................xxxx

Less Unpresented cheques

Balance as per adjusted cash book

xxxxx

xxxxx

xxxxx

Dear learner you have seen the format of adti^..:_ -,,.-. ::-rok and theformat of preparing bank reconciliation,

CASHBOOK

2009

Jan 1

16

24

31

31

Bad b/d

R. Lomas

V. Venity

J. Soames
R. Johnson

Shs

320

160

140

470
90

1130

2009

Jan 10

20

28

30
3t

C. \l::- '

N'L ,\ l:. .. -
Che.l. :. - .

N{ Pe...
Balar.. - ,

110

90

180

200
600

LrS!

BANK STATEMENT OF EDI\ { L::
Withdrarval

Shs.
Ileposit Balance
Shs Shs.

Jan 1 Balance b/d

12 10627

16 Deposit

23 10628

24 Deposit

28 Direct debt

31 Bank Giro credit R. Johnson

11[r

320

210

370

280

420

240

330

9|

180

..

I

I
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Basic Accounting

Dear leamer, you have seen that bank is Shs 330 while the cash book
balance shows balance of shs 600. Identi$. which items are causing
balances ofcash book and bank balance to differ

Compare you findings with those given below,

There are:- cheque had been paid to M. peek on January 30 but was not
submitted to the bank for withdrawal; this is known as unpresented
cheque and 470 received from J. Soames cash but not banked into cash
book which is known as direct cash receipt.

The balance ofcash book is Shs. 600 while that ofbank balance is Shs.
330. This difference should be reconciled.

You have seen in example above items which causes bank balance and
cashbook balance diff'erence, now observe the following example and
by using the same procedures identily the differences, update cash book
and make bank reconciliation

Compare you results with the solution below

You are given the cash Book of M. Mwakatobe

Dr Cash Book Cr
Date Particulars Amount Date Particulars Amount
June 2

4

8

15

2t

25

27

30

1

Cash

Masalu

Amani

Mukasa

Cash

Juma

Riziki

Thomas

Balance b/d

4,000

200

300

2s0

400

200

150

300

5.800

J 00

June 5

9

15

2t

25

Mohamed

Cash

Pascal

Pasike

Shemsanga

Balance

500

600

450

600

350

3300

5.800
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Unit 5 Bank Reconciliation Statement o n,.,

Wl'. _::;;$

Bank Statement of M. Mwakatobe

Payments made but not presented to bank
15 June Pascal

21 June Pasike
600
350
950

200
150
300
650

Revenue Received but not banked
2516 Juma
2116 Riziki
30/6 Thomas

Amount banked but not recorded in cash book:

30,6 Interest collected 250

.A-mount drawn in bank but not in cash book
1816 Bank charges
1816 Bank charges

3016 Cheque
30/6 Bank charges

5

5

150
5

16s

DR CR BALANCE
Shs, : h: Shs

June 2 Cash 4,000

8 Cheque 4,200

8 Bank Charges 4,195

9 Mohamed 5[)L) 3,695

n 3,99510 Cheque

10 Self 60(-) 1 ?q5

15 Pascal 450 2,945

18 Cheque 3,195

18 Bank Charges 3,190

22 Cash 3,590

30 Cheque 1s0 3,440
)so I 

Barrk cfiarges
) sl 3,435 

1

30 I nterest collected 3,685

?il
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Amount drawn in bank statement but not in cash is known as Direct
debit.

Payments made in cash book but cheques not submitted to bank is
known as unpresented cheques.

Revenue received in bank statement but not recorded in cash book
is known as direct credit.

Revenue recorded in bank statement but not deposited to bank is
known as cash on transit .

Ail these causes differences between cash book and the bank account
which need to be reconciled.

Cash trook

BANK RECONCILIATION STATEMENT
Balance as per bank statement..... ........3,6g5
Add Uncredited cheques. ...650

4,335
Less Unpresented cheques...... ...............950
Balance as perupdated cashbook 3Jg5

OR

BANK RECONCILIATION STATEMENT
Balance as per cash book..
Add Unpresented cheque..

Less uncredited cheque........
Bulance us per bunk stutement

.3,395
....9s0

4335
......650

3.6ss

tsatrance bicl 3,300 Bank 15

Direct credit 250 !1gq{qg orders 150

Updated balance 3,395

3,550 3,550



Unit 5 Bank Reconciliation Statement 1 
=

Unit reflection

_lF
Dear leamer, now you have come to the end of this unit, answer
the following questions to reflect back what you have covered
l. What surprised you most in this unit? \Vhi did this surprise

you?
2. . How well did you understand this rmit and nh1 ?

3. What was the most interested thing in this unit and why?
4. What was the obstacles in the process of learning this unit

and why?
5. Are methods used in this unit relevant? Suggest other

method which will be suitable.
6. What do you think is the most important information

you learned from this unit? Why is this important?
7. What importanl information is missi*g in this unit and

why?

Unit assignment

U
*

The following questions will help you to assess vourself on how
much you have understood this unit

The Edina Lebi Bark balance shows balance
Direct banking amount
Dishonoured cheque
Unpresented cheque..........
Bank charges
Direct cheque received.....
Standing order ............

Required:
Update cash Book
Prepare bank reconciliation by using both methods
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Basic Accounting

Unit 6

Government Accounting
Terminologies

Introduction

Learning outcomes

Terminology

Accounting
year:

Regularity of
expenditure:

Improperly
vouched
expenditure:

Stale cheque

Public finance
committee:

Dear learner, welcome to this unit, the main focus of this unit is to
enable you to have basic knowledge of Government Accountino
terminologies and source of govemment revenue used in daily life.

Upon completion of this unit you will be able to:
Define cotnmon government accounting terminologies.
Describe sources of government revenues.

Receiver of Is any person in the public service appointed in
writing by PMG and charged with the duty of
collecting and accounting for specified public
monies.

Is the financial year of the government which
starls from I't July and ends 30th June the
following year.

Is the expenditure in the books of accounting
which are supporled by relevant supporting
documents or is in confirming with the
requirements of the financial regulations.

Means expenditure in the books of accounting
officers not supported by copies of relevant
supporting documents.

Means a cheque drawn and remain in circulation
for the period of more than six months.

Parliamentary standing committee responsible for
government accounts.

reYenues:
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Unit 6 Government Accounting Terminologies

Special funds: Is the firnd set aside from the consolidated fund to

meet a special purpose. It is under the authority of
the Exchequer and Auditor General, e.g. Civil
Contingency Fund.

Is a pool or firnd wherebl all government

collectors of revenues deposit and from which all
government expenditures are dra*r. This fund is

under the control of Controller and Auditor
General.

Consolidated
fund:

Public money: Any money held by an ofEcer in respect of the

United RePublic of Tanzania.

Sub-Accounting officer: Any officer appointed b1' accounting officer
in writing and charged rvith the duties and

responsibilities on the control of public funds for
meeting exPenditures.

Treasury: Minishy responsible for finance and includes such

officer as may be deputed b1 the minister to
exercise power and duties.

Dear learner You have seen the colllmon terms used in -sovernment
accounting and the purpose of government accormting urifortunately

Government need firnds to finance economic activities from various

sources.

In a group of three to four people discuss various sources of
government revenue.

Compare your findings with those given below,

Taxation
Rents and rates

License and miscellaneous receipts

Bortowings
Grants and Aids
Interests in Investments

Dividends

Bank Advances

lo



Unit refleetion

Basic Accounting

1. How well did you understand this unit? What main things did
you leam?

2' what was the obstacles in the process of rearning this unit
and why?

3. Are methods used in this unit relevant? Suggest other method

which will be suitable.

4. What do you think is the most important information
you learned from this unit? Why is this important?5. What is important information is missing in this unit and

F

Unit assignment

TI
*

The-following questions will help you to assess yourself on how
much you have understood this unit:

Explain the following terminologies :

a) Governmentaccounting
b) Public money
c) Sub accounting officer
d) Regularity of expenditure
e) Treasury

2 Mention and explain sources of govemment revenue.
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