SPCS

Form 4 Principles of Accounts

Notes on Chapter 13

Cash Book – Part I
13.1 A two-column cash book

The cash book consists of the cash account and the bank account put together in one book.  We used to show these two accounts on two separate pages of the ledger.   Now it is easier to put the two sets of account columns together.  This means that we can record all money received and paid out, whether by cash or by cheque, on the same page on a particular date of the cash book.

In the cash book, the debit column for cash is put next to the debit column for bank.  The credit column for cash is put next to the credit column for bank.
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Example 1: Cash paid into the bank

A cash receipt of $100 from M. Dai on 1 August 2005, later followed by the banking on 3 August pf $80 of this amount, would appear in the cash book as follows:

	Cash Book

	Date
	Particulars
	Cash
	Bank
	Date
	Particulars
	Cash
	Bank

	2005
	
	$
	$
	2005
	
	$
	$

	1 Aug.
	M. Dai
	100
	
	3 Aug.
	Bank
	80
	

	3 Aug.
	Cash
	
	80
	
	
	
	

	
	
	
	
	
	
	
	


The Particulars column shows entries against each item stating the name of the account in which the completion of the double entry has taken place.  Against the cash payment of $80 appears the word ‘bank’, meaning that the debit of $80 is to be found in the bank column, and the opposite applies.

Example 2: Cash withdrawal from the bank
A withdrawal of $75 cash on 1 June 2005 from the bank would appear in the cash book as follows:

	Cash Book

	Date
	Particulars
	Cash
	Bank
	Date
	Particulars
	Cash
	Bank

	2005
	
	$
	$
	2005
	
	$
	$

	1 Jun.
	Bank
	75
	
	1 Jun.
	Cash
	
	75

	
	
	
	
	
	
	
	


Both the debit and credit entries for this item are in the same book.  When this happens, it is known as a contra item.

New Term:

Contra

- Contra is where both the debit and credit entries are shown in the cash book.

- Contra items are entered only in the cash book.  Full double entry takes place within the cash book itself.

Example 3: 
Write up the following transactions in the form of a cash book.

	Date

2005
	Transactions
	Amount ($)

	Sep.
	1
	Proprietor put capital into a bank account for the business.
	94,000

	“
	2
	Received a cheque from M. Bo.
	11,500

	“
	4
	Cash sales.
	10,200

	“
	6
	Paid rent by cash.
	3,500

	“
	7
	Banked $5,000 of the cash held by the firm.
	5,000

	“
	15
	Cash sales paid direct into the bank.
	4,000

	“
	23
	Paid a cheque to S. Wing.
	27,700

	“
	29
	Withdrew cash from bank for business use.
	12,000

	“
	30
	Paid wages in cash.
	11,800


	Cash Book

	Date
	Particulars
	Cash
	Bank
	Date
	Particulars
	Cash
	Bank

	2005
	
	$
	$
	2005
	
	$
	$

	Sep. 1
	Capital
	
	94,000
	Sep. 6
	Rent
	3,500
	

	Sep. 2
	M. Bo
	
	11,500
	Sep. 7
	Bank
	5,000
	

	Sep. 4
	Sales
	10,200
	
	Sep. 23
	S. Wing
	
	27,700

	Sep. 7
	Cash
	
	5,000
	Sep. 29
	Cash
	
	12,000

	Sep. 15
	Sales
	
	4,000
	Sep. 30
	Wages
	11,800
	

	Sep. 29
	Bank
	12,000
	
	Sep. 30
	Balances c/f
	1,900
	74,800

	
	
	22,200
	114,500
	
	
	22,200
	114,500

	Oct. 1
	Balances b/f
	1,900
	74,800
	
	
	
	

	
	
	
	
	
	
	
	


13.2 Exercises

CASH_BK01

A two-column cash book is to be written up from the following, carrying the balances down to the following month:

	Date

2004
	Transactions

	Jan.
	1
	Started business with $4,000 in the bank.

	“
	2
	Paid fixtures by cheque $660.

	“
	4
	Cash sales $225.

	“
	5
	Paid rent by cash $140.

	“
	6
	K. Tse paid us by cheque $188.

	“
	8
	Cash sales paid direct into the bank.

	“
	10
	Y. King paid us in cash $300.

	“
	12
	Paid wages in cash $275.

	“
	14
	T. Wong lent us $500 paying by cheque.

	“
	15
	Withdrew $200 from the bank for business use.

	“
	20
	Bought stationery paying by cash $60.

	“
	22
	We paid J. Fung by cheque $166.

	“
	28
	Cash drawings $100.

	“
	30
	C. Sin paid us by cheque $277.

	“
	31
	Cash sales $66.


CASH_BK02

Write up a two-column cash book from the following:

	Date

2006
	Transactions

	Nov.
	1
	Balances brought forward from last month:

Cash $105.

Bank $2,164.

	“
	2
	Cash sales $605.

	“
	3
	Took $500 out of the cash till and paid it into the bank.

	“
	4
	S. May paid us by cheque $217.

	“
	5
	We paid for postage stamps in cash $60.

	“
	6
	Bought office equipment by cheque $189.

	“
	7
	We paid L. Luen by cheque $50.

	“
	9
	Received rates refund by cheque $72.

	“
	11
	Withdrew $250 from the bank for business use.

	“
	12
	Paid wages in cash $239.

	“
	14
	Paid motor expenses by cheque $57.

	“
	16
	T. Lok lent us $200 in cash.

	“
	20
	K. Ng paid us by cheque $112.

	“
	28
	We paid general expenses in cash $22.

	“
	30
	Paid insurance by cheque $74.
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