
   Class Notes 

Class: XI 
 

Topic: RECORDING OF TRANSACTIONS 

Subject: ACCOUNTANCY 
 

 

                                                                      ACCOUNTING EQUATION  
                                                               (WRITE IN CLASSWORK NOTEBOOK) 

 A mathematical expression, which shows that the assets and liabilities of a firm are equal, is known as 
accounting equation. 

 An accounting equation is based on dual aspect concept which states that every transaction has two 
aspects. 
 

 The equation signifies that the assets of a business are always equal to the total of its liabilities and 
capital (owner’s equity). 

 Accounting equation is expressed as 
                                                                     ASSETS= CAPITAL+LIABILITIES   

The above equation can also be presented  in the following forms- 

                                                                                    CAPITAL =ASSETS - LIABILITIES 

                                                                                    LIABILITIES = ASSETS – CAPITAL 

 Accounting Equation is also known as Balance Sheet Equation, as it depicts the fundamental 
relationship among the components of Balance Sheet. 

 An accounting equation always holds true with every change that occurs due to the reason that it is 

               based on the dual concept of accounting. 

 A transaction may affect either both sides of the equation by the same amount or one side of the 
equation only, by both increasing and decreasing it by equal amounts.  

                          PRACTICAL STEPS INVOLVED IN DEVELOPING AN ACCOUNTING EQUATION 

STEP  1  Ascertain the variables(i.e. assets ,liabilities or capital) involved in a transaction. 

STEP  2  Find out the effect (in terms  of increase or decrease)of a transaction  on assets ,capital or liabilities. 

STEP 3 Show the effect(i.e., add or deduct)on the appropriate side of an equation and ensure that the total of 
right hand side is equal to the total of left hand side i.e. ,A=L+C. 

                                                               SOLVE THE FOLLOWING 

Q.1From the following information, calculate the total assets of the business.  
 

Capital Rs 8,00,000; Creditors 6,00,000 Revenue earned during the period Rs 15,00,000 Expenses incurred 
during the period  Rs 4,00,000 and value of unsold stock Rs 4,00,000. 
                                                                                                                                                                      Ans-Rs 25,00,000             

O.2 Wilson Parker has the following assets and liabilities as on 31st March,2016.Ascertain his capital .Cash Rs 

50,000;Bank Rs 95,000;Debtors Rs 36,000;Creditors Rs 44,000;Plant &Machinery Rs 1,60,000;Building Rs  

4,00,000;Furniture Rs 48,000;Bills Receivable Rs 1,13,000 ;Bills Payable Rs 47,000. 

                                                                                                                                                                     Ans- Rs.  8,11,000 

Q.3 From the following transactions ,prepare Accounting Equation: 

(i)Business started with cash Rs 5,75,000. 



(ii)Sold Goods (costing Rs 20,0000) for cash Rs 26,000 

(iii)Paid Salary Rs 500 and Salary outstanding Rs 100 

(iv)Bought a bike for personal use Rs 50,000. 

(v)Purchased Furniture for office use Rs 10,000. 

(vi)Paid Commission Rs 2,000 

Q.4Prepare Accounting Equation from the following: 

(I)Deposited into bank Rs 50,000. 

(ii)Purchased goods on credit from Raj Rs 5,000. 

(iii)Bad debt written off Rs 1,000. 

(iv)Received Dividend Rs 5,000. 

(v)Invested in shares payment made by cheque  Rs 500. 

(vi)Goods destroyed by fire Rs 1,000. 

Q.5 Show the effect of the following transactions on Assets ,Liabilities and Capital through Accounting 

Equation: 

(i)Goods costing Rs 48,000 sold at a profit of 33 1/3% to Pranav. Half the payment received in cash. 

(ii)Depreciation on Machinery provided@10%(value of machinery Rs 5,00,000)  

(iii)Accrued Interest Rs 100. 

(iv)Rent received in advance Rs 2,000 

(v)Received cash from Ram(customer) Rs 25,500 and allowed him a discount Rs 500. 

(vi)Returned goods to a supplier of goods of Rs 2,000. 

                                                                                      JOURNAL     

 The word ‘journal’ has been derived from the French word ‘Jour’ which means daily records. 

 Journal is a book in which transactions are recorded in chronological order, i.e., date-wise. 

 The process of recording a transaction in a journal is called journalizing. 

 If the size of business is small, then only it is convenient to record all the transactions in the journal. 

                                                                         FORMAT OF JOURNAL 

DATE                     PARTICULARS L.
F 

AMOUNT(Dr) 
     (Rs) 

AMOUNT(Cr) 
      (Rs) 

     

 L.F stands for Ledger Folio(page no. of ledger) 

 

                                                                            RULES OF JOURNALISING 

TRADITIONAL APPROACH- 

TYPE OF ACCOUNTS                                               RULE FOR DEBIT                                            RULE FOR CREDIT 

Personal Accounts                                           Debit the receiver                                             Credit the giver                      



Real Accounts                                                  Debit what comes in                                   Credit what goes out        

Nominal Accounts                                           Debit all expenses& losses                         Credit all incomes &gains  

MODERN APPROACH- 

TYPES OF ACCOUNTS                                        RULE FOR DEBIT                                                    RULE FOR CREDIT 

Assets Accounts                                               Debit the increase                                           Credit the decrease                   

Liabilities Accounts                                          Debit the decrease                                          Credit the increase            

Capital Accounts                                              Debit the decrease                                          Credit the increase 

Revenue Accounts                                          Debit the decrease                                         Credit the increase 

Expenses Accounts                                         Debit the increase                                           Credit the decrease                   

 When only two accounts are involved to record a transaction, it is called a simple journal entry.(one 
account is debited and another account is credited) 

 When the number of accounts debited or credited is more than one, entry made for recording the 
transaction is called compound entry. 

                                                                 SOLVE THE FOLLOWING 

Q.6 Journalize the following transactions- 

2018                                                                                                                               

Jan 1 X started business with Cash Rs 10,00,000 and Building Rs 5,00,000 

Jan 2 Purchased goods amounting  to Rs 2,00,000 out of which goods of  

        Rs 1,80,000 were purchased  on credit from Y. 

Jan 3 Received Commission Rs 5,000 

Jan 4 Withdrew from bank-                for office use Rs 6,000 

                                                                 For personal use Rs 2,000          

 Jan 5 Dinesh from whom Rs 14000 were due, declared insolvent and a payment of 60 paise in a rupee                                                                              

         Received from his estate by cheque. 

Jan 7 Sold goods to Shiv Prasad of the list price of Rs 10,000 at a trade discount of 15%. 

Jan 15 Shiv Prasad returned goods of the list price of Rs 1,000. 

Jan 16 Bank charged Rs 50 for ‘Bank charges’. 

Jan 17   Sold goods to Kanha costing Rs 2,00,000 at 25% above cost less trade discount of 10% and Cash         
              Discount of 5%.Kanha did not avail the Cash Discount.                                                        

 

Jan 18 Cash Rs 50,000 were stolen from the Iron safe of the trader.    

 Jan 20 Provide 20% Depreciation on furniture costing Rs 10,000.                                                                 

Jan 21Wages due to workers Rs 5,000 and Salary due a manager Rs 7,000 

 

                                                              Content is absolutely prepared at home-RD 

 


