
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. It is 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. 

II. 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. 

III. 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 
accounts i.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. 

VI. 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. 

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

III.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. 



VI. 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. 

VII. 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. 

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

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

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

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

XII. 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: 
(i) 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. Columns and Folds The sheets are folded to make 
columns. 

 

In this column are made by drawing lines 
with ink. 

 

 
DIFFERENCE BETWEEN DOUBLE ENTRY SYSTEM AND SINGLE ENTRY SYSTEM 

Basis of Difference DOUBLE ENTRY SYSTEM 

 
SINGLE ENTRY SYSTEM 

 

1. Scientific This system has definite 
principles and rules therefore is 
is a scientific system. 

This is a unscientific system as 
there are no definite principles 
and rules. 

2. Records Both aspects of every transaction are 
recorded. 

For some transactions both aspects are 
recorded and for some other transactions 



only one aspect and some transactions are 
completely omitted. 

3. Opening of 
accounts 

All the three typoes of accounts 
personal, real, nominal are opened in 
this rules 

Only personal accounts are opened. 

4. Accuracy Arithmetical accuracy of accounts is 
checked through trial balance. 

Trial balance is not prepared so 
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 
actual. 

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

 
 



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Q3. What do u mean by subsidiary books? Explain purchase book and sales book with the help of their 
format. 
 

 
 



 
 

 
 

 



 

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

preparing the trial balance. 

 



 



 

 

OR 

 

 

 

 

Q4. What are the mistake on account of which a trial balance does not agree? What step will you take to tally 
trial balance? 
Ans 





 



 



 
 
 

 
 



 
Q5. What is depreciation? Discuss the features and causes of charging depreciation. 
 

 
 

 
 
 



 
 
 

OR 



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

depreciation.  
 

 
 



 
 
 
 
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 .  

 



 
 



 
 
 
  



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 - 

 



 
 
                                                                                              OR 
 
 
 
 



 
 
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 . 
 

 



 . 




