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SUPERIOR COURSE

IN

DOUBLE-ENTRY EOOKiCEEPING

LESSON a.

THE LEDGER

X' I.KSSOX II we iiRTi'ly gnvi^ tlic stmU-nt a cen-
tral uka (if till- lc(lt;cr and its cnmici-tion with the
hyiioptic. This li-sscm will lie (li-vutcd entirelv to
a discussion of k'<l,'frs and ledger accounts. In the
preccdinff lesson all postings were made to one

ledger, and this nittnod would be satisfactory for a sinali hnsi-
ijess hilt where the transactions are numerous it is advisable to
divide the accounts into classes and ke p all accounts of thesame l;ind m separate ledpfers. If this is done it is possible for
two or more persons to work on a set of books without inter-
ference. Another adv Mitaj;e is that the private records of the
proi„ietor or proprieto-s may be kept from the knowledge of
the employees, as they could be cimtained in a separate ledger
which IS usually kept under lock and key.

'

There are many sub-divisions of ledgers, but we will dis-
cuss only the three principle ones, namelv. .Wcounts Receivable
or Sales Ledger. .Accounts Payable or 'Purchase Ledger, and
the (jeneral Ledger.

The Account! Receivable Ledger contains th accounts of
customers, and. of course, the debits are usuallv greater than
the credits, as t. . balances r-present accounts ow'ing by custom-
ers. Ihe exception to this is when a customer overpays his ac-count or receives cre<lit for returned goods for more' than theamount owing by him.

The AccounU Payable Ledger contains the accounts of the
persons you buy from. The credits are greater in this ledger, as
the balances represent amounts owing except when an account
IS overpaid oi credit is received for more than the ai..ount owing
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The General Ledger i^ -rry ini|Mirt;uit. as it i-mitaiiis ac-
collIlt^ Iroiii \vlii<-li till- larniin,'^ ui the l/ii-iii. -s and tlic liiiaiicial
cijinlitiiiii niav Ix- a^ifrtailU'il. 'I'lifii- art- l.mi ^{rmTal ila>*i-s of
acoiiiiits ki'iii in t'li^i Irdjtcr, nainilv. Asset Aicimiits, l.ialiility
Actciiiiits. Caiiital Aiiciints, and Nevrnm- iir i'mlit and l.uss Ac-
cuiints. Auet Account! contain ifiimls ol all assets, tliat is any-
thing of valne lulcinfjin),' to tlie hnsiness. sneli as aei-uunts r'e-

ceivaKle. stoek on liatid. inrn'ture and liMtnri-s. propertv. |dant,
inaehinery, etc. Always show assets on the hooks as dehits to
their respective aeeoinits. Liability Account! contain records of
all aniDinits owinK hy the hnsiiiess, muIi as accoinits pavahle,
niortjiajjes. loans, etc. Show liahilitics ,,ii the hooks as credits.
Revenue or Profit and Lost Account* are accounts Ir.nn which
the earnings or losses of a husiness are determined. 'I'liev show-
the pro^;ress that is heinv; made hy the hn^lMcss hv exhihit'ing the
amount of sales, jmrchases. and expenses. Capital Account* re-
cord the amimnt invested hy the proprietor or proprietors in the
husiness

: also any profits or losses which may have occurred in
past periods.

In oriler to impart a clear understanding of the operating
and connection hetwcen tliese ditTercnt ledgers or suh-ledgers
\vc will make use of the enclosed synoptic journal anil ledger
accounts, which show the completed entries for transactions
made durinf; the month of .\pril. 1912. .\s hefore. we will pre-
sume that you are the proprietor and hookkeeper. The entries
wdl be f(jund on Synoptic lorni No. 5. Postings should he made
to the acccmnls re^eivahle and accounts payahle ledgers as soon
as the entries are made in the synoptic, and if this is done the
amount owniff to or liy you can he seen at a glance from the
ledger accounts. These postings are made in the same manner
as ni your last lesson.

Ledger Ruling Known a* Bank Ruling.

This is somewhat ditTerent from the last lesson. This form
IS provided with a halance column, and the coKunn to the left of
the balance column is for the purpose of stating whether the
balances are debit or credit. If the debits arc more than the
credits the ditiference would he a debit balance, and vice versa.
This can be dearly seen u|«in referring to the enclosed ledger
forms. The -ynoptic numthly totals only are posted to the gen-
eral ledger accounts, c.\cei)ting the items in the "sundries"
column, which are posted individually.

^

As will he seen, the total of all the columns excepting the
sundries column have been posted to their respective general

ledger accounts, and the individual items in the "sundries"
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ri.liiniil ]M>sti'il srpar.iti'ly, > . st;[iril tn-lciii-, llii' collinin i, fur
nitrifs for «' i-|i nn cnliiinii is prm idcil, aii'l ;i~ thr^v nitries
usii:l11_, alVi'i-t v.-iriiin~ .•n-cuinits it i, rjiiiti' .>l.^i..ll^ tn: t tluri' i,

lln .Ulciuilt til \\llicll till' |iital~ culllil 111' |iii>tlil.

'rilcri' all- tun ai'i'iillllt- !iir "llii' Sluilcllt," I Iih- ;- fur ilir

iiri^;inal iii\i'>tiiu'iit, hIiiiIi i, lall.il tlic Capital Account, ami an
i.tllcr till- «itl..ir.'iual~ iil iiiuiii" nr i;i,,i,|. rrnu ,-,| In ihr .ni.li'iit

friiiii till- 111], nil'-.., 'I'liN i- i' , '11 iiviicr til 1-1 I'p till- iiri'4iiial III-

M'<liiii III iiitait.

Altliiiiij^li till' iiidi. iiliial ill-Ill- III till aiuiiiiu- lavalil' aiin
ai'i'inim> ri'i.'vaii'i' luliiiiiiiv liaM- Ixiii |»im.'i| tu tla-ir ii-mu i tivc
Iciliijcr aciiniiit-, i will imtii'.' ilir tnlaK liaM- al-i liciii pu-tcil
to an ai'i-iiiuil-. pa.alili' ami aiiniiiil- ri'Oiivalili' ai'i'.ilim in llii-

Ri'iicral li'ilunr. 'I'lii'^i' tiin.ral Iclyi'r ai'i'iiiiiit> ari' I'alKil I'.ni-
:riilliii;,' ai'i'oiim." Tlic a'l\aiitaj;i'. of liaviii" tlii'-i' loiitrulliin,'
acniitnts an- imini-rimv (in,' i* that it i- pos-ihli' to till the
total amount owini; t.i or liy uitlmm i;oiiiu: tli onyli tlic anoniit-
rccfivalik- anil aci'iuiilt- pavalili' <'(lj,'i'r> ami aiMinK ill.' Iialaiu'.-^.
Alliitlu'r is tllat if aii> irmr wry ina<li In pn-tiin; urmij;
ninoiints they would lu' .liti'ii . at tlii' end of tlu' iiioiitli. a^ ilir
total of the ac'i'oiiiit^ pa>alili' and ai'ionnt- ri'i-civalili'
would not aKri'i' with tin- halanri's of tncir ri'sin'i'tivr .ucmral
Icdfjir aM-oiints, 111 the <'\aiiipk' shown th,' , .ntrolliin; acionnt
ol till- ai'i'ouiits ii'ii'ualili shows that tliiTi' V>\ J2 owiii:; to
von. and if you r.'fcr to tlu. ai'CoiiiUs rccivai Icdtrrr von "will
st'c tliat this is niadrnp of tin- follow iiij,' ac'ioi.,as

: S. ]•, '\\ arrcii
?*>.!.?. K. Smith S'w.Vl \. Stcriu' SI 14.(10. and .\. licll SiU.iM
llils tells yon tliat tlu- corrrit aiiioiiiits have liccii jiostid to tlu'
ac'i'imnts rvi-i-ivalik' li'fljfcr aci'oiints. and liookkci'pi'rs nsiiallv
collsirk'r tln'ir work corri'it after rmdilij,' that the lulatu-es a"r<'e
althouKh an error emild he made and tlu hooks still h.ilaiiee
I'oj instance il on .\pril 12 .V Sterne had keen ehar-ed with
Kv.I'l instead of K. Smith, the total of all the balances wiml.l l,e
the same as it is now ami it wonkl aj.pear that no mistake had
been made. In order to ascertain ii aiiv errors of this kind ar<'
iiiadi' It is necessary to check each jiostin),' into the leds^er This
IS a commtiidable plan to adopt, especiallv if these po'stiiifjs are
checked daily, as it detects errors before anv inconvenience or
trouble arises. The same eNi>lanatioiis appiv to the acci Hints
payable.

.After balancins; the accounts receivable and accounts pav-
able Icdfjcrs with their respective controllinj; accounts it 'is
necessary to balance the general ledger. \„n will see that for
every debit entry m the synoptic we have made a corresponding
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credit entry. It is (|uite (ibvitjus, thcreftjrc. that the total of the
cl"l)it columns should ecjual the total of the credit columns, and
it follows that if the correct amounts are posted to the general
ledger the total ledger debits should e<iual the total ledger
credits. The result of recording these debits and credits and
adding them is known as the Trial Balance. A trial balance is

usually taken at the end of every month. It proves that for

every debit entry made there has been a corresponding credit
entry, but it does not prt)ve that the work for the month is abso-
lutely correct, as entries coidd be posted to the wrong accounts
and the ledger still balance. It is therefore advisable to use the
checking plan suggested in connection with the accounts ])ay-

able and accounts receivable ledgers. Following is a trial bal-
ance of the general ledger shown in the example. In this in-

stance we have used the bilances of the different accounts in-

stead of showing the total of the debits and credits for each
account as, if the total of all the debits is equal to the total of all

the credits, it will be clear that the total of all the debit balances
should equal the total of all the credit balances.

TRIAL BALANCE APRIL 30, 1912.

Dcbi Credit

Cash 61 02
Bank 95 00
Accounts Receivable 491 .32

Accounts Payable 2ir 12
Merchandise 1714152
Interest and Discount 36
Bills Payable 312 10

1
Furniture and Fixtures 100 00
Expense 85 00
The Student "Proprietor" 2250 00
Delivery Equipment 175 00
The Student "Withdrawals"

1

50IOOj

_ 2772J22 2772i22|

We will presume that at the end of April you found you had
goods on hand amounting to $1886.89 at the cost price. It is re-
quired to show a statement of your condition on April 30th. and
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also a statement showinj; the prolit cir loss lor the miinth. These
statements a/e usually prepared at the end of a year or liseal

period when the books are closed. By closin;; tiie hooks we
mean the balancing of all profit and loss accounts into one ac-
count called the Profit and Lou Account To close an account
you find the difTerence between the total of the debits and credits

ami insert this amount on the smaller side with the wor<ls
"profit and loss." as shown in the expense and interest and dis-

count accounts in the illustration. The same amtnuits are then
entered on the op])osite side in the ])rofit and loss aceoiutt. which
still leaves the debits and credits e<iual.

The merchandise account has been charged with all the

goods purchased, and as they have not all been sold it is neces-

sary to give this account credit with the goods im hand before

making :he profit and loss entry. This is done in the illustration

with the profit and loss entry made. The amount transferred

from this account to the profit and loss account is known as the

GroM Profit. The gross profit therefore is the difference be-

tween the sales and the first or merchandise cost of the .sales.

For instance, if you sold an article for $200.00 that cost ?150.00

the difference ($50.00) would be your gross profit, but it might
cost you $15.00 to sell this article, and your actual profit would
only be $35.00. This $35.00 would be what is known as your Net
Profit, and it is the amount of the gross profit less e.\pen.scs.

The net profit in the example is $37.01, as shown by the

profit and loss account. This anioimt is credited to "The Student
Proprietor" account, and the balance of this account represents

your actual or present worth on .April ^0. 1912. Present Worth
is then the amount of your interest in the business. This is

sometimes referred to as Net Worth,

As we have closed off all the revenue and expense accounts
the only balances remaining must cither be asset accounts or

liability accounts, excepting the "proprietor" account, which
although a credit balance is not in the true sense a liability but

merely represents the amount of the proprietor's interest in the

business or the excess of assets over liabilities. This amount
(the net worth) is shown on the liability side of the statement
of assets and liabilities. Following is a statement of your
Awett, LUbilitie* and Net Worth as on April 30, 1912. These
statements are also called Statements of Condition and Baknce
Sheets :

—
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THE STUDENT PROPRIETOR

Balance Sheet a* of April 30, 1912.

Assets

Cash on Hand $ 61.02

Cash in Bank 95.00

Accounts Receivable .. 491.32

Merchandise 1886.89

Furniture and Fi.xtures 100.00

Delivery Equipment .

.

175.00

$2809.23

LiabUities and Net Worth
Accounts Pavahle . . .$ 210 12
Bills Payable 31210
The Student (Capital | 2287.01

April Ist In-

vestment $2250.00
•Vet profit for
April .... 37.01

$2287.01

$2809.23

loss l!^:^ s'^^ft^m^;:']^ m^r:!^*:'-"' i\t "^r -''.

'-!--""' except that it showrin d^tril^rw".hfgr^^'pr^fif

plus the purchases, less the stock on hand Aprd 30th :-
'

THE STUDENT PROPRIETOR

Statement of the Profit '"dlL^j Account for the M«.th of

Sales
$ 689.46

Stock on Hand April 1st « 17?nnn
Plus Purchases for April ......W i.': i.' ! ;

;*'S
Less Stock on Hand April 30th ^^.gg

Mdse Cost, of Sales -J^ ^^^^
^'~*^"«' 1^
^""•'"'

135.36
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Expense $ 8500
Withdrawals 50.00
Interest and Discount .36

Net Profit for Month of April $.37.01



SUPERIOR COURSE IN

GENERAL LEDGER
Hll.l.S I'AYAHI.K.

Folio Debit Credit

April Ml
|i .n2il0|: Cr.

il JUJIO

KL'[<.\ITrUl': AM) KiXTlKKS.

April,JO I Counters i 5 [ lOOi

:.
!

KXPICXSE.

Dr.
,i looloo

.,____Q: II '' ss'm 85:001:
II r

TIIIC STUDIvXT •I'KOI'KIKTOR"

April! Ill

AprillJOi! Profit and Loss
i Pruent Worth

5 I

2ZI7>0|;

2250!00|: Cr,
! 225o'oO

37'Olii I i

May 1
I
Present Worth

2287101!: 228710111

2287101 [I

li

DEI,I\-F,RY EQUIPMKXT.

Aprilil6j Horse and Wagon
jj

5 'l 175:00!l "

il Dr. I 175 00
'

'
" '

I :! I II li I

TMR STUDEXT WITHDRAWAL ACCOUNT.

April:24]'[
5

April3fl:| Profit A LoM Acct.
J!

ll

5000

I

soiooii 5o;oo|

1
Dr. I 5000

iw}. .

II I

L I

CASH.

April|30||

I I!

697|16|| 636|14|| Dr. 61 02
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April:30J|

DOUBLE-ENTRY BOOKKEEPING u

BANK.
Dr.

Polio Debit Credit or ftolance

)iTi^::i ..I

5 tl mm\ 40510011 Dr.
I

95 00
'I Mi I II ll I

AprilJJOII

ACCOUNTS RECEIVABLE.

11 I li
i II

II I

5 ! 591|.)2!| lOOIOOII Dr.
|

49132
li i 'I I II ,i I

ACCOUNTS PAYABLE.

i II

April|30!| 5 |! 412(101! 622221 Cr.

MERCHANDISE.

April|30[
AprilJMi Stock on Hand
AprillMll ProBt & Loia Acct.

Lii

5 li 24039811 6891461
i
Dr.

II 172I37II I li

M>7
I
II Stock on Hand

Jl 2576135 11 2576I3SI!

'li" ItMIMII
I' ll'"

1714152

INTEREST AND DISCOUNT.

I li

April|30;|

AprillMJI Profit It Las> Acct.

April 130

PROFIT .\ND LOSS ACCOUNT,

Merchandise
Expense
The Student

"Withdrawals"
Interest & Discount
The Student Prop.

85 00
172 37

50

37
172

001
36'

01
37 172 37

i
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ACCOUNTS RECEIVABLE LEDGER

S. E. WARREN.
Dr.

Folio Debit Crtclt ot BaUnc^

Aprill 91

Aprill9||

II I l{

5
I 196|13l|

ll I r JOO

K. SMITH.

Aprilll2|I

I II

I II I II

67il9ti
I II Dr.

I II I
II

6719

A. STENRE.

April|16l|

I II

II
ii I II I II ir

! 5 r IHIOOil
I II Dr.

i

ll II I II I 11 II

114100

E. BELL.

I II

AprilJ271|
II I 11

I
I!

II

5 II 214i(X)ll
I ll Dr.

II I II I I' II

21400

ACCOUNTS PAYABLE LEDGER

E. JONES.

Aprill 611

April|17ii Cash
April|18|| Note

100
312

412 lOil

R. BEDWELL.

Aprill 911

1 il

I

l|

210I12!!
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EXAMINATION PAPER
1-— Kilter the fiilldwini, transactions in Synoptic Form No.

6. Vou, "The Student," start in the wholesale dry goods liusi-

ness on Octol)er 1. l')l,V Your investment in the business is as
follows: Cash in hank SWO.OO: Cash on hand $250.00, and stock
of dry Roods $2500.00.

Transaction*,
Oct. 1.—You i)ay by cheque $100.00 rent in advance to S.

Ramsay.
Oct. 1.—Bought goods from \Vel)l> Bros, amounting to

$.V6.40. Terms 2% 10 days, net 30 days.
Oct. 2.—Sold goods amounting to $98.42 to 1,. Barber.

Terms net 15 days.
Oct. 2.— Paid by che<|iie $20.00 to E. Stuart for stationery.
Oct. 2.^I'aid l)v cash $2.75 for cartage.
Oct. 2.— Deposited $200.00 in the |.:'nk.

Oct. ,V—Sold goods to Warren & Co. amounting to $176.80.
Terms 2% 10 days, net iO days.

Oct. .?.—Sold goods to K. Irwin anounting to $89 90. Terms
net .50 days.

Oct. 4.— Paid $5.00 cash for postage stamps.
Oct. 4.—Bought gcixls from Bell & Co. amounting to $149.70.

Terms, net 30 days.
Oct. T).—Paid A. Stevens by cheque $8.50 for cleaning store.
Oct. 6.— '.iought goods from Webb Bros, amounting to

$61.85. Terms, net 30 days.
Oct. 7.—Bcmght a safe from A. Sinclair for $50.00. Terms,

net 15 days.

Oct. 8.—Sold goods to R. Mason amounting to $197.63.
Terms. 2% 10 days, net .50 days.

Oct. 8.—Sold goods for'cash amountinfj' to $50.76, but al-
lowed 2% off this for cash. Therefore received cash amounting
to $49.74.

'^

Oct. 8.—Sold goods to 1,. Barber amounting to $50.20.
Terms, net ,10 days.

Oct. 8.— I'aid bv cheque weeklv salaries $35.00.
Oct. 9.— Paid cash $1.95 for cartage.
Oct. 10.— Paid by cheque to .A. Sinclair $65.00 :.,; tvpewriter.
Oct. 11.—Sold goods to J. Hall amounting to $230.30. Terms,

2% 10 days, net .30 days.
Oct. II.—Sold goods for cash amounting to $31.80.
Oct. 11.—Gave a cheque for $368.87 to Webb Bros, in pay-

ment of their invoice of October 1, less 2%.
Oct. 13.—Warren & Co. paid $173.26 in settlement of goods

purchased on the 3rd.

Oct. 14—Deposited $200.00 in the bank.
Oct, 14.—Gave Bell & Co. a note for $149.70 in settlement



SUPERIOR COURSE IN

of their invoice of the 4th.

Oct. 15.— Bought Ki)o<ls from K. Wilson & Co. amounting: to
$260.00. Terms, net M) days.

Oct. 15.— I'alJ hy che(|He weekly salaries $35.00.
Oct. 16.— HoiiKht (roods from Wcbh Bros. amountinK to

$277.m. Terms, net 15 days.
Oct. 17.— Iv. Barber paid $98.42 in settlement of goods pur-

chased on the 2nd.
Oct. 17.—Deposited $100.00 in the bank.
Oct. 18.— I'aid by c!ie(|He lire insurance premium $48.00.
Oct. 18.—Bought goods from W. Henderson & Co. amount-

ing to $4<i1.(tO. Terms, net 15 days.
Oct. 20.—Sold for cash goods amounting to $147.90.
Oct. 20.—Deposited $150.00 in the bank.
Oct. 21 —J. Hall paid $225.61 in settlement of goods bought

on the 11th.

Oct. 22.— I'aid by cash u cckly salaries $.15.00.

Oct. 22.—Gave A. Sinclair a cheque for $50.00 in payment of
safe purchased on the 7th.

Oct. 23.—Sold goods to M. Rodgers amounting to $397.80.
Terms. 2% 10 davs. net M) davs.

Oct. 24.—Paid cash $2.90' 'or cartage.
Oct. 26.—nought goods from Webb Bros, amounting to

$365.00. Terms, net 30 days.
Oct. 27.—Bought goods from R. Filmore amounting to

$197.70. Terms. 2 % 10 days, net 30 days.
Oct. 28.—S' Id goods to H. Plastings amounting to $413.80.

Terms, net 15 days.
Oct. 28.—Sold goods for cash amounting to $19.75.
Oct. 29.—Deposited $200.00 in the bank.
Oct. 29.—Paid by cheque weekly salaries $35.00.
Oct.30 .—Paid cash $2.50 for postage stamps.
Oct. 31.— I'aid by cheque to Webb Bros. $277.89 (or goods

purchased on the 16th.

2.—Add the synoptic form and post the totals to the general
ledger. .-Mso post the individual amounts to the accounts pay-
aole and accounts receivable ledgers.

3.—Prepart a trial balance of the general ledger.
4.—Prepare a reconciliation of the accounts receivable and

accounts payable ledgers.
S.—Presuming the goods on hand October 31 amount to

$3416.59, close off the profit and loss accounts and then transfer
the balance of the profit and loss accoimt to "the student pro-
prietor" account.

6.--Prepare a Balance Sheet as of October 31. 1913.
7.—Prepare a statement of the profit anj loss account for

the month of October, 1913.
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