Q1.What is double entry system of book keeping? Enumerate its advantage and disadvantage.
What is the difference between single entry system and double entry system?
MEANING AND DEFINITIONS OF DOUBLE ENTRY SYSTEM

According to Double Entry System every transactions has two aspects or there are two ways of looking at it. No
transactions has only one aspect. For example, in the transaction "Goods Sold' Cash Account is the receiver and Goods
Account is the giver. That is, for any transactions two aspects or two sides are required. Thus, in accounting every
transactions effects two accounts, so, every single transaction is recorded in two accounts. This does not mean that
every transaction is recorded twice but it means each side of a transaction is termed as an account. One side is
called debit side or the account which is to be debited while the other is called credit side i.e., the account to be
credited. An account book has two sides. The left hand side is the debit side while the right hand side is the credit side.
In any business transaction, one account is the receiver while another account is the giver. The receiver is debited and
the giver is credited. This can be understood better by the following example :

Example :Received Rs. 500 from Rajeev. Now, here two accounts, Rajeev's Account and Cash Account are
affected because Rajeev is the giver while Cash Account is the receiver. So Cash Account will be debited and Rajeev's
Account credited. According to Double Entry System when we receive something it means someone is giving it, when
something comes, in the business means it goes out of someone else's business. Similarly expense of a business is
income for another.

Double Entry System has been defined by many scholars. Some important definitions are given below:

(i) "Every business transactions has two fold effect, and that it affects two accounts in .opposite directions and

complete record has to be made of each such transaction, it would be necessary to debit one account and
credit another account. Itis this recording of the two fold effect of every transaction that has given rise to the

term Double Entry".
CHARACTERISTICS OF DOUBLE ENTRY SYSTEM

Main characteristics of double entry system are as follows:
I. Dual Effect of Business Transactions: Every single transaction under this system has two sides or two aspects.
There is no such transaction which has only one aspect.

Il.  Recording of Personal and Impersonal Aspects: In this system both sides oraspects of a transaction are recorded
whether the accounts are personal or impersonal in nature. Both aspects of a transaction could be personal or one
aspect personal and the other impersonal or both aspects could be impersonal.

. It Follows Set Rules: In this system set rules are followed to record both aspects of each transaction.

IV. Recording in Reverse Side: In this system every transaction is recorded in two opposite sides of two different
accountsi.e., on the debit side of one account and an the credit side of another.

V. Checking the Accuracy by Preparing a Trial Balance: In this system arithmetical accuracy can be checked by
preparing Trial Balance as equal amounts are written in the debit and credit sides of accounts.

V1. Preparation of Final Accounts: In this system final accounts are prepared on the basis of Trial Balance. Final
accounts include Trading and Profit and Loss Account to ascertain Gross or Net Profit/Loss and Balance Sheet to
know about the financial position of the business.

MERITS OF DOUBLE ENTRY SYSTEM
Double Entry System is the latest, most scientific and the complete system in itself, therefore, it is being used all
over the world. Following are its merits:

I.Scientific System: There are set rules and principles of Double Entry System. On the basis of which the entries
are recorded in accounts books. This system known as scientific system because of the use of rules and
principles.

I.Complete Record of Transactions:All the three forms of business dealings—personal, impersonal and nominal are
recorded in this system. Hence, itis easy tr_ find out complete record of all the accounts.

I.Knowledge about Different Accounts: In this system, accounting is done for all types of accounts, so
informations regarding any account can easily be obtained at any moment.

IV.Knowledge of Financial Position: In Double Entry System, financial: statements are prepared at the end of
each year, which provide information about the financial position of the business. Since separate accounts are
opened for assets and liabilities the financial position can easily by checked.

V.  Comparative Study: Profit and Loss Account and other financial statement are prepared every year under this
system, which can be easily compared with those of previous years and thus it could be learnt whether the
business is progressing or not. This kind of comparative study helps check unnecessary and unproductive
expenses.
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Suitability: This system is suitable for all kinds of business, whether small or big. That is why it is so popular
all over the world.

Less Possibility of Fraud: This system records both the aspects of every transaction. So, there is hardly any
possibility of fraud or error. Still, if there is any mistake or error, the some can be detected easily.

Flexible: This system is flexible as every entrepreneur can keep books and accounts according to the size
and requirement of the business.

Rectification of Errors: In this system errors can be detected and rectified easily.

Preparation of Personal and Impersonal Account: Accounting is done for both Personal and Impersonal
Accounts.

Capable of correcting this defects of Single Entry System: This system removes the defects of Single Entry
System. This is considered as complete system

Legal Approval: This system follows accurate set of rules at all the time therefore, it is legally approved.
According to company law, it is mandatory for all: the companies to adopt this system in their accounting
works.

Thus, on the basis of the above mentioned merits it can be said that double entrysystem is the most
scientific and the best system of accounting.

DEFECTS OR DEMERITS OF DOUBLE ENTRY SYSTEM

Double Entry System is a complete and scientific system because of this it has been adopted the world over. Still,

some scholars have mentioned some defects of this systemwhich are as follows:

(i) This system is very expensive.
(ii) Specialised knowledge is required for using this system i. e.,qualified accountant&are required for accounting

work in this system.

(iii) Errors related to principles are not detected easily.

PRINCIPLES OF DOUBLE ENTRY SYSTEM

Main principles of Double Entry System are as follows:

() There are two sides of every transaction, one is the receiver and the other is the giver.

(ii) Each transaction is recorded on the debit side of one account and on the credit side of another.

(iii) Only those transactions are recorded which have a monetary value or can be expressed in terms of
money.

(iv) Another principle of double entry system is that all the transactions of a business are between the
business and others and not between the proprietors and others.

(v) Each and every transaction is debited or credited on the basis of definite principles and rules. These
rules are related to Personal, Real and Nominal Accounts which have been explained ahead under
rules for debit and credit.

ERENCE BETWEEN INDIAN AND ENGLISH ACCOUNTING SYSTEM

Basis of Difference

Indian Accounting System English Accounting System

1. Register and Book

In this system long books having strong
unruled paper are used.

In this system hard bound Registers with
ruled pages are used.

In this column are made by drawing lines
with ink.

2.

The sheets are folded to make
columns.

In this column are made by drawing lines
with ink.

Columns and Folds

DIFFERENCE BETWEEN DOUBLE ENTRY SYSTEM AND SINGLE ENTRY SYSTEM

Basis of Difference

DOUBLE ENTRY SYSTEM

SINGLE ENTRY SYSTEM

1. Scientific This system has definite | This is a unscientific system as
principles and rules therefore is | there are no definite principles
is a scientific system. and rules.

2. Records Both aspects of every transaction are For some transactions both aspects are

recorded.

recorded and for some other transactions




only one aspect and some transactions are
completely omitted.

3. Opening of | Al the three typoes of accounts Only personal accounts are opened.
accounts personal, real, nominal are opened in
this rules
4. Accuracy Arithmetical accuracy of accounts is Trial balance is not prepared so

checked through trial balance.

arithmetical accuracy cannot be judged.

5. Profit and loss

Actual profit or loss is known through
profit and loss account.

Position statement is prepared in this to
know about the financial position.

6. Financial position

Balance sheet is prepared to know about
the financial position.

Position statement is prepared in this to
know about the financial position.

7. Adjustment entries

In this adjustment entries are passed

Not much importance is given to
adjustment entries.

8. Legal acceptability

Books of accounts and financial
statements have a legal status and are
acceptance as proof or evidence in the
court of law.

Books of accounts and financial statements
do no9t have legal status and are not
admitted as evidence in the court of law.

9. Suitability

This is useful for all kinds of business.

This is useful only for small firms and
educational institutions.

10. Computation of tax

Tax can be computed accurately as the
profit shares in the Balance Sheet is

Tax cannot be computed accurately as the
profit shares is not actual.

actual.

Q2. What do you mean by Imp rest system of petty cash book? What are its advantage? Give its specimen.
Differentiate between cash book and cash account.

Ans.  Imp rest system of petty cash book: This in fact is a system of maintaining petty cash book rather than a
chief cashier to the petty cashier at the beginning of the months for daily expenses. This amount called imp rest
amount. The petty cashier then pays for such expenses from that account and maintains record of such expenses in
the petty cash book. After the end of each month or if the imp rest amount is totally consumed the petty cashier
gets the petty cashbook checked by the chief cashier then reimburses the amount spent. Thus, the opening balance
of petty cash remains the same every month. This system of maintaining petty cashbook is called Imp rest System of
Petty cashbook. This is very scientific system and that is why it is widely used.

1. At the time of implementing this system a fixed amount is given in advance by the chief cashier to the

petty cashier to meet the petty
2.

1 1
: Mprest System of Petty Cash Book : This in fact is a system of maintaining
p cash book rather than a type of cash book. In this system a fixed sum is given in
advance by the chief cashier to the petty cashier at the beginning of the months for daily
expenses. This amount is called Imprest Amount. The petty cashier then pays for such
expenses from that account and maintains record of such expenses in the petty cash book.
After the end of each month or if the imprest amount is totally consunied the [;etty cashier
gets the petty cash book checked by the chief cashier and the chief cashier then reimburses
the_ amount spent. Thus, the opening balance of petty cash remains the same every month.
Th¥s system of maintaining petty cash book is called Imprest System of Petty Cash Book.
This is a very scientific system and that is why it is widely used.
Essentials of Good Imprest System :
() Atthe time of implementing this system a fixed amount is given in advance by the
chief cashier to the petty cashier to meet the petty expenses of a fixed period.
(i) This amount usually is sufficient for the petty expenses of that period.
(iii) Petty cash hook is checked by the chief cashier at the end of the period.
(iv) The amount spent by the petty cashier is reimbursed by the chief cashier to make
the balance equal to the initial opening balance.
/3. Analytical Petty Cash Book : In lot of business houses expenses of similar nature
eincurred again and again because of which lot of entries are made in the cash book. Such
large number of entries make the task of posting a very difficult one. So, to avoid this an
Analytical Petty Cash Book is maintained in place of the simaple cash book. In this book,
separate columns are made on the credit side of the book for expenses which are incurred
again and again. Expenses vary from business to business according to their nature. For
example, in an export house expenses on postage and telegram and stationery are incurred
agai.n and again. So, in petty cash books of export houses there wilt be separa{e columns for
stationery and postage and telegram. Those expenses which are not so frequent in nature
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are shown in the miscellaneous expenses column. As all the major expenses of daily nature

are shown in separate columns, it becomes easy to analyse them.
SPECIMEN OF ANALYTICAL PETTY CASH BOOK

Dr. Analytical Petty Cash Book Or
Y

L.Te lV. § ‘ FPostage I Printing | i j Sun-
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Q3.  What do u me idi i .
ot an by subsidiary books? Explain purchase book and sales book with the help of their







Q4.  What do you understand by trial balance? Why is it prepared? Explain briefly the different methods of
preparing the trial balance.







s PREPARATION OF TRIAL BALANCE FROM GIVEN LEDGER BALANCK
On the debit side of Trial Balance only those accounts are shown which have a debit
balance. Similarly, on the credit side only those accounts are shown which have a credit
balance. Only those accounts are not shown in the Trial Balance which do not show any
balance. Sometimes account balances are given in the question but it is not known whether
the balances are debit balances or credit balances. To write such balances on the correct
side of Trial Balance we must know about the nature of balance of different accounts.
Nature of balance of various accounts is as follows :
(i) All assets have a debit balance. Such as, Furniture, Bills Receivable, Debtors,
Cash, Goodwill, Prepaid Expenses, Accrued Income etc.
(i) All liabilities have a credit balance. Such as, Bills Payable, Bank Overdraft,
Creditors, Expenses, Unaccrued Income efc.
(iii) Capital Account has a credit balance while Drawings Account has a debit balance.
(iv) Purchases Account has a debit balance while Purchases Returns Account hasa
credit balance.
(v) Sales Account has a credit balance while Sales Returns Account has a debit balance.
(vi) All expenses and losses have a debit balance. '
(vii) All incomes and gains have 2 credit balance.
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I BALANCE A CONCLUSIVE PROOF OF THE ACCURACY OF

JCOUNTS ? e

, ‘Trial Balance is very useful in checking the correctness or accuracy of posting. If the
totals of two sides of Trial Balance tally then it is proved that the posting of two sides of
unts namely debit and credit is complete and there no arithmetical mistake. But the
e of two sides of Trial Balance does not in any way guarantee accuracy of accounts.
imes it is seen that trial balances tallies but there are errors in account books. I
some errors which do not affect the tallying of Trial Balance. Such

‘Trial Balance. Thus, tallying of Trial Balance is not a conclusi

tudied under the following two heads
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Q5.

What is depreciation? Discuss the features and causes of charging depreciation.

; - 7 . . i .
:l Z Z i business operations. He
uses assets for the proper conduct of 'hls
- e ese assets. Assets used in a business usually have a span of

ssets due to their constant use or

earns profit with the help of th : !
Fall in the value of such a: Tigederit ot

life which is more than a year. :
obsolescence is termed as depreciation. In gommonly the vaulu;e1 of ﬁxede:s
to expiry of time, new inventions, change in the price and other causes.

TION
u DEFINITIONS OF DEPRECIA Jocrease in the value of an asset from

A “Depreciation is the gradual and permanent fan gagel B8
Se.” - . . . 3 .
2 ‘?II;chrae‘::iation may be defined as the permanent and continuing dn;llixl)l:xr';)lx};iz ktl}:;sz
: i tity or the value of asset.” ios m
3 3;::::&::;1 isythe measure of the exhaustion of the effective 1§fe_o§ :’s&e; (fa:z::
7 . . 'od”. ) pLC
A e glj’el} P31.'1 i intrinsi of the asset due to use and or
4. “Depreciation is the diminution in the intrinsic value i

lapses of time.” s
DEPRECIATI
HWCTERISTICS OF 3

iati ine i alue of an asse
{ Depreciation means decline in the v
2. Degreciation is charged on assets of a fixed nature (except land).

3. Depreciationisa gradual and continuing process.

e, : METHODS OF DEPRECIATION
arious methods are used in business for providing de iati
depreciation differs in each method. For that reason,p the depridat?gfxcixsa:szzﬁ?aii(:edaizougi:;
to the nature of the business, kinds of assets and business policies. The following are the
methods of depreciation :
. Fixed Instalment Method or Straight Line Method.
. Diminishing Balance Method or Reducing Balance Method.
. Annuity Method.
. Depreciation Fund Method.
Insurance Policy Method.
Revaluation Method.
Depletion Method.
Machine Hour Rate Method.
Global Method.
Sum of Digits Method.
Kilometer Method.
Note : ing to the Syllabus, only first two methods will be studied.

[ INSTALMENT METHOD OR STRAIGHT LINE METHOD

Under this method, the depreciation is charged at a fixed percentage on the original
cost of the asset. Therefore, a fixed and uniform amount of the depreciation is deducted
from the cost of an asset. It is calculated by deducting scrap value from the cost of the asset.
Then the balance is divided by number of years of expected life.

Cost of Asset — Scrap Value
Expected Working Life of the Asset

[y

[

Amount of Depreciation =

e e e e R 037 AR E0T:
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6. The term depreciation is used onl
not used for wasting and‘mtangﬂ)l

7. Depreciation is a non-cash expenses

WU SES OF DEPRECIATION HoEEY
Main causes of depreciation are as follows:
1. Constant Use : Due to the constant use of fi
which results in the diminution in their values. For exz
etc. reduces due to the constant use of them.

2. Expiry of Time : There are certain assetswhwhhg.
they are used or not used. In other words, the value of asse
time. For example, a lease obtained for a term, patent, etc.

3. Obsolescence : Due to new inventions, new ma
ones. The value of old machines decreases when they beca

4. Accidents : The value of assets also decreases d :
happened to them. R

5. Depletion : There are certain assets which have li
to the constant extraction of materials from them. This
values. For example, mines, oil-wells, etc.

6. Permanent Fall in Market Price : Sometimes.
certain fixed assets is treated as depreciation. For exam
investment.

7. Change in Economic Environment : Sometin
due to changes in economic environment such as technic:
in the habits of the customers, etc.

i AND OBJECTIVES OF PROVIDING DE]
preciation is charged on the fixed assets of a b :

1. For ascertaining true Profit or Loss : The d
is as much a business expenses as any other, such as sa
business expenses are debited to the Profit and Loss Account
or loss, the depreciation is also debited to it. If depreciation i
Loss Account, net profit or loss cannot be ascertained.

2. Presentation of True Financial Position : If
the fixed assets will be shown in the Balance Sheet at an a
true values. In this situation, the Balance Sheet will n0§ pr
the financial position of a business.

3. For Replacement of Assets : The pro
for replacement of obsolete or useless assets. Ifthe depre
and Loss Account, a large amount will be arranged or tt
the expiry of their estimated span of life. This wxll
condition of the business.

4. To ascertain the Actual Production
manufacturing a business product. Foi “hat reasc
amount of depreciation for ascertaining the

OR



Q5. What are the need and significance of depreciation? Describe the merits and demerits of any two method
=]

|
|

Depreciation 2&;‘ \:-
For example, if an asset is purchased for Rs. 10,000 and has 2 working life of 10 years i
and scrap value Rs. 10,000, the amount of depreciation will be : ;

1,00,000 - 10,000
T T aae e =t Re 000
10 :
Merits of Fixed Instalment Method :

(i) It is the most easy method for ascertaining the amount of depreciation, .
(i) Under this method, fixed assets can be depreciated up to the zero value or estimated

scrap value, .

(iii) It is not necessary to ascertain the amount of depreciation every year because it
remains uniform from year to year.
(iv)

ere is the same impact on the Profit and Loss Account every year.
s of Fixed Instalment Method
G

i) Due to the constant use, work efficiency of assets decreases whereas the amount
of depreciation is same every year.

(i) Under this method, there is no arrangement of interest on capital invested in
fixed assets.

(iii) It is very difficult to estimate the exact amount of scrap value.

(iv) Under this method, there is no arrangement for purchasing a new asset when
the working life of the old asset is over.

(v) The value of assets becomes zero or equal to scrap value in this method, still the
depreciation. assets are used in the business operations. ;

De

(L34 SHING BALANCE METHOD !

Diminishing Balance Method is also known as Reducing Balance Method or r;_ttex;
Down Value Method. Under this method, the amount qf depreciation is charied ata u:'eof
percentage on the book value of the asset at the beginning of the year. Thus t ; amox_mtion
depreciation goes on reducing year after year whereas the rate of p}clercent:lge og . ;f;;ascﬁz e

i 1

ins the same. This method is need more for tho_se assets whose value ;
g::;mb‘:come old and useless with the passage of time. The expenses on re;;gn(;so goazg
increasing on these assets. For example, if the value of a machine Vliss.M e
depreciation is to be charged at 10% p.a. according to ‘Written Down Value Me 5
depreciation will be charged as under :

S S

Year The Amount of Depreciation

= = 9,000
First 10,000 x 10% = 100 10,00(;)00 l,ggg - g,(;go
Second 9,000 x 10% = 900 9, & = i3 ¢ 7,290
Third 8,100 x 10% = 810 8,100 - 810 =17,

Merits of Diminishing Balance Method i i
; In this method, the burden on Profit and Loss Account in resgect of d_leptl"zlclazz);
2 and repairs remain equal year after year. This is s0 becau_se in the initial y
the amount of depreciation is more in comparison to repair charges.

T AT L TR
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T e amount of depreciation is easy under this method. For that

(i) The calculation of th or { ‘
reason, it is not difficult to calculate the amount of depreciation for the expansion

of assets.

P

(iii) The value of asset is never written off to zero in this mt::th_od. %
(iv) This method of providing depreciation on assets is permissible under Income-tax

regulations.
iminishing Balance Method

t is difficult to decide the proper rate ot‘_ provi
(ii) Under this method, the calculation of interest

assets is not considered. : :
(iii) Under this method, the value of an asset cannot be completely written off even if

3 bsolutely useless.
It becomes ab80 e Y e ATCHT LINE METHOD AND WRITTEN

—— e

ding depreciation in this method.

Demeri
on the amount invested in the

Q6. What is hire purchase system? What are its characteristics? Give its merits and demerits. What is the
difference between hire purchase system and installment purchase system?
Ans.

I HIRE PURCHASE SYSTEM

i MEANING
_ Hire purchase is the system under which the property is acquired by th
- made in instalments. These instalments may be monthll;', qzarter?y, half-y):aarleylc))?;}g:rri;s
Every hire purchase agreement shall state the number of instalments by which the hire
purchase price is to be paid and each amount of each of those instalemnts. Under this
~ System, the possession of the goods is transferred to the hire purchaser (as he is called), on
signing the agreement but the hire purchaserdoes not become owner of the goods tlll’ he
has paid the stipulated number of instalments. If the hire purchaser makes default in
mf: of any instalment, the hire vendor (seller) can take back the goods from the hire
irchaser without requiring to refund the amount already received by him because the
amount is considered to be the hire charges (rent) of the goods for the period for which the
goods have already been with the hire purchaser. Therefore, this system is known as Hire
se System, Thus, seller is called as Hire Vendor and buyer as Hire Purchaser
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'w DEFINITIONS OF HIRE PURCHASE SYSTEM b &
g persxzflcour)izng to J.R. Batliboi, “Under the Hire Eurchas_p System, goods are delivered to
o 'd : agrees to pay the owners by equal periodical instalments, such instalments to
reated as hire of those goods, until a certain fixed amount has been paid, when thes
goods become the property of the hirer.” & <
o ﬁce?:tdmg (tjo I_’lctkles, “Hire purci‘mse is the system u.r!.dcr wh,l.(']l the property is acquired
LK gh ents made in instalments, durzflg tf_le period of which the title in t_he property remaing
ith the hire vend'or. The payments prior to the final are regarded as being purely in respect
of hire and the title of the property does not pass to the hire purchaser until such final
payment or some other consideration provided for in the contract has been fulfilled.”

- CHARACTERISTICS OF HIRE PURCHASE SYSTEM
e The following are the salient characteristics of hire purchase system :

1. Payment is made in Instalments : Under hire purchase system, purchaser pays
the z}greed amount in periodical instalment. These instalments may be monthly, quarterly,
semi yearly, yearly or of any other period.

2. Right to Use the Goods by Buyer : At the time of agreement to sale is entered,
goods are delivered to the buyer and he has a right to use these goods.

3. Seller remains the Owner of the Goods : Goods are delivered to the purchaser
but the seller remains the owner of the goods upto the time of payment of the last instalment.

4. Default made in Payment of Instalment :

(i) Right to Recover the Goods : If default is made in payment of instalment to
the seller, the seller can take possession of the goods subject to legal requirements
because ownership is transferred after payment of the last instalment.

(ii) Forfeiture of Instalments paid : If the hire purchaser makes default in
payment, the instalments already paid by hire purchaser are forfeited because
the amount is considered to be the hire charges of the goods for the period for
which the goods have already been with the hire purchaser.

(iii) Right to Sue for Outstanding Instalment : The seller can also sue for
outstanding instalment. Outstanding instalment means those instalments which
have been due upto the date of taking goods back.

5. Duty to take Reasonable care of Goods Delivered to Hire Purchaser : Hire
purchaser becomes the owner of the goods on payment of the last instalment. He is just
like bailee of the goods. It is the duty of the hire purchaser to keep the goods in good
condition upto the date of payment of last instalment.

6. Better Title : If hire purchaser sells or mortgage the goods before payment of the
last instalment, the new buyer or mortgagee does not get better title.

u» ADVANTAGES OF HIRE PURCHASE SYSTEM

The following are the main advantages of the hire purchase system :
(A) Advantages to Hire Purchaser

1. Use of Expensive Goods Possible : The hire purchase system enables people to
fulfil their long-cherished dream of owning expensive items like TV, VCR, Car, etc.

2. Easy Payment: Under this method, price of goods is paid easily because payment
of price is always made by instalments. _

3. Encouragement to Savings : The price of the goods under this method is to be
paid over a long period, the buyer will require to curtail his other expenses 50 as to pay the
instalments. It encourages savings habits among them.
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4. Facility of Free Repairs : If the
sponsibility of the owner to make normal
:,? pryment of last instalment. ¥

(B) Advantages to Seller o

1. Increase in Sales : Even people
valuable goods are tempted to buy them because of t
in a wider market for the goodg and increase in §

2. Recovery of Instalment Easily : Ui
default in payment, the hire vendor can take back
to refund the amount already received by him, so th
time.

3. Good relation between Buyer and Sell
puyer and seller, good relation is created between the
information in respect of goods. If there is any defect
4, Possibility of Sales of other Goods : Wk
instalment, other goods may also be sold to them. gl
5. Facility for getting Capital at Lower
seller at lower rate because creditors are in confidence £
recovered regularly from buyer. S
(C) Advantages to Society ; ,
1. More Production : Under hire
production, employment and income are
2. Facilitate in Business : Und
instalments, in which less capital is needed i
easily.
. 3. Increase in Standard of Living
standard of living is increased.
w» DISADVANTAGES OF HIRE F
The following are the main disadvantages

(A) Disadvantages to Buyer :
1. Costly : For goods acquired on hire pur
than the actual price of such goods. This is because
interest on the unpaid instalments.
2. Risky for Hire Buyer : It is true that ir
instalment, the seller can take back the goods
- requiring to refund the amount already pai
[ . 8. Promotion of Wasteful Compe
. easily from hire purchase traders, peopl
- this encourages extravagance and wasteful
... 4. No Right to Sale or Mortgage

s payment of the last instalment. If the
- .does not get better title. X nata
~ (B) Disadvantages to Vendor
1. Large Capital: Hire p
~ finance their business because
> (Debtors).




Q7. Mention the entry in the books of buyer as well as the seller necessary when the goods are sold on hire
purchase system and instalment payment system ?

Ans —




Q 8. What is forfeiture of share ? How the share of a company are forfeited ? Explain with tha help of journal entries

Ans







Q8. Can forfeited share be reissued at discount of yes to what extent ? Give Journal Entries regarding forfeiture and
reissue of share ?

Ans.

Q 9. Discuss the various types of debentures ? Discuss the meaning , nature and characteristics of debenture ?
What is the difference between share and debenture ?

Ans.
















Q 10 . What is the different method of issue of share and debenture ?

Ans.




Q 11. Write short notes :
1. Trade discount and cash discount and its difference .

Ans




2 . What is golden rule .

Ans

3. Analytical petty cash book .

Ans.






4 . Cash book and its Type .










