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Chartered Accountancy – BL 01
Financial Accounting

Sandeepa Jayasekera
B.Sc. (Acct.) Hons. Gold Medal Winner, ACA, SAT, ACMA (UK), CGMA (UK), CA Prize Winner for AFR 
subject in Strategic Level II, CA First in Order of Merit Prize Winner in CAB II Level, CIMA Strategic 

Level Aggregate Prize Winner, Reading for MBA (PIM-SJP).

Source Documents and 
Financial Records
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Financial Records

Source 
Documents

Books of 
Prime 
Entry

Ledger 
Accounts

Trial 
Balance

Financial 
Statements
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Accounting 
Records are 

Required

By Law For Tax

To Prepare Financials To Control
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Source Documents
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Quotations
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Quotations
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Quotations

Document sent by
supplier to buyer 
mentioning the 
fixed prices of the 
goods and services.
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Purchase Order

Document sent by Buyer to Seller 
mentioning the goods and
services ordered from supplier. 
This document has two copies. 
One is sent to supplier and other 
one is kept within the buyer for 
internal reporting.
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Sales Order

Document prepared by 
supplier mentioning the 
goods and services ordered 
by buyer. This document is 
prepared to keep a track of 
items sold.
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Goods Received Note

Document prepared by the buyer 
listing the goods received from 
the supplier. This document is 
prepared by the store's controller 
of the buyer. This document 
confirms and records the goods 
received. The finance division 
matches the purchase order and 
goods received note when making 
settlements to supplier.
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Goods Despatched Note

Document prepared by the 
supplier mentioning the goods 
delivered to the buyer. This 
document is kept to provide 
information if there’s an inquiry 
by buyer on goods delivered. 
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Invoice

Credit Sale & Purchase

Buyer 
Receives an 

Invoice

Supplier 
Issues an 
Invoice

Relates to Sales or Purchase Order
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Copies of Invoices

To Accounts 
Department to 
Match Payment

To Buyer as 
Request for 

Payment
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Copies of Invoices

To Warehouse to 
Generate Goods 

Dispatch note

Sales 
Department to 

Record Sales
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Credit Note (Negative Invoice)

Document related to 
RETURNED Goods or 

REFUNDs when a Buyer is 
Overcharged by an Invoice

Issued by Supplier to Buyer
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Debit Note

Document related to 
RETURNED Goods or 

REFUNDs, where a Buyer is 
sending to Supplier to 
Demand a Credit Note

Issued by Buyer to Supplier
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Remittance Advice
Document sent by buyer to 
seller mentioning the 
invoices settled, credit notes 
netted off and amount 
settled. Using this document, 
the supplier will update the 
accounts.

Statement
Statement issued by supplier to buyer 
mentioning the sales made, sales 
returns made, cash received and cash 
receivable for a time period. Buyer is 
using this statement to compare the 
payable balance vs receivable in 
statement and settle the payment 
outstanding. ' 
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Receipts

21

22



12

Sandeepa Jayasekera - JMC 23

Receipts

Books of Prime Entry
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Prime Entry Books

Info 
Summarized 

to
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Main Prime 
Entry Books

Sales Day 
Book

Purchase Day 
Book

Sales Returns 
Day Book

Purchase 
Returns Day 

Book

JournalCash BookPetty Cash 
Book
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Sales Day BookCredit Sales on 
Each Day are Summarized to

Date Invoice Number Customer Total Amount 
Invoiced Rs.

20X0/3/01 576 Shantha PLC 12,000.00
20X0/3/01 577 Thilina Ltd 10,000.00
20X0/3/01 578 Aruna PLC 18,000.00
20X0/3/01 579 Ranathunga Ltd 7,500.00

47,500.00

Sales Day Book Format
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Sales Day BookSales Analysis can be done through 
Sales Day Book

Date Invoice 
Number Customer

Total 
Amount 

Invoiced Rs.
Soap Sales Shampoo 

Sales

20X0/3/01 576 Shantha PLC 12,000.00 12,000.00
20X0/3/01 577 Thilina Ltd 10,000.00 10,000.00
20X0/3/01 578 Aruna PLC 18,000.00 10,000.00 8,000.00
20X0/3/01 579 Ranathunga Ltd 7,500.00 7,500.00

47,500.00 22,000.00 25,500.00

Sales Day Book Format
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Purchases Day BookPurchase Invoices Received
Each Day are Summarized to

Purchases Day Book Format

Date Supplier Total Amount 
Invoiced Rs.

Purchases for 
Resale Expenses

20X0/3/03 Omega PLC 53,000.00 53,000.00
20X0/3/03 Reliant Ltd 24,000.00 24,000.00
20X0/3/03 Garton PLC 65,000.00 65,000.00
20X0/3/03 Welsh Ltd 8,000.00 8,000.00

150,000.00 118,000.00 32,000.00
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Sales Return Day BookCredit Notes on Sales Returns of
Each Day are Summarized to

Sales Return Day Book Format

Date Credit Note Customer and Goods Amount Rs.

20X0/3/05 CR124 Aruna PLC 
50 Packs of Soap

5,000.00

20X0/3/06 CR125 Ranathunga Ltd
30 Shampoos

3,000.00

8,000.00
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Purchase Return Day BookCredit Notes on Purchase Returns of
Each Day are Summarized to

Purchase Return Day Book Format

Date Customer and Goods Amount Rs.

20X0/3/05 Omega PLC
200 Kg Rubber Compound

25,000.00

20X0/3/03 Garton PLC
100 Kg of Latex

30,000.00

55,000.00
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Cash Book

Cash 
Receipts

Cash 
Payments

Petty 
Cash

Record all Cash Receipts 
(Deposits)

Record all Cash Payments 
(Cheques and Transfers)

Cash Float given to Meet 
Occasional Small Payments 
in Cash using an Imprest
System.

Record Cash Receipts and Payments 
through the Current Account
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Cash Book (Receipts)All Cash Received 

Cash Book (Receipts)

Date Narrative Total 
Rs.

20X0/3/01 Balance b/f (Brought Forward) 10,000
20X0/3/03 Cash Sale 25,000
20X0/3/05 Accounts Receivable : Surosh 12,000
20X0/3/10 Loan : BOC 100,000

147,000
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Cash Book (Receipts)All Cash Received with Analysis 
Columns 

Cash Book (Receipts)

Date Narrative Total 
Rs.

Account 
Receivables

Cash 
Sales Other

20X0/3/01 Balance b/f 10,000
20X0/3/03 Cash Sale 25,000 25,000
20X0/3/05 Accounts Receivable : 

Surosh
12,000 12,000

20X0/3/10 Loan : BOC 50,000 50,000
97,000 12,000 25,000 50,000
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Cash Book (Payments)All Cash Payments

Cash Book (Payments)

Date Narrative Total 
Rs.

20X0/3/02 Cash Purchase 5,000
20X0/3/03 Accounts Payable : Akbar Brothers 15,000
20X0/3/06 Accounts Payable : Nishanth Ltd 15,000
20X0/3/07 Loan : Repayment 10,000

45,000
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Cash Book (Payments)All Cash Payments with Analysis 
Columns 

Cash Book (Payments)

Date Narrative Total 
Rs.

Account 
Payables

Cash 
Purchase Other

20X0/3/02 Cash Purchase 5,000 5,000
20X0/3/03 Accounts Payable : 

Akbar Brothers
15,000 15,000

20X0/3/06 Accounts Payable : 
Nishanth Ltd

15,000 15,000

20X0/3/07 Loan : Repayment 15,000 15,000
20X0/3/31 Balance C/D 47,000

45,000 30,000 5,000 15,000
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Petty Cash Book

Imprest System

• Amount of Money in Petty Cash 
is an Agreed Sum or Float

• Cash + Vouchers = Imprest
• Regularly the Expensed amount 

will be Topped upA Cash Float used to Manage 
Small Expenses
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Petty Cash Book

Receipts
Rs. Date Narrative Total

Rs. 
Travel

Rs.
Welfare

Rs.
Station
ary Rs.

Other 
Rs.

10,000 1/9 Balance B/F
2/9 Milk Powder 1,500 1,500
2/9 Travelling 2,000 2,000
3/9 Books 1,000 1,000

Balance C/D 5,500
10,000 2,000 1,500 1,000
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Double Entry 
Bookkeeping and Ledger 

Accounting
Sandeepa Jayasekera - JMC 39
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Overview of Accounting Process

Receivables 
Ledger

Sales Day 
Book Cash Book Purchase 

Day Book
Payables 
Ledger

General Ledger

Invoice Receipt/
Payment Invoice

Preliminary Trial Balance

Transfer Income and Expenditure 
Balances to Profit or Loss Account

Clear Profit and Drawings 
Balances to Capital Account

Prepare Statement of Financial Position

Journal
E.g. Closing 
Inventory

39
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General 
Ledger

Sandeepa Jayasekera - JMC 41
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General Ledger

Ledger that contain 
Principal Accounts

For Convenience, the Ledger may be 
Divided to Sections. Section may be 

Allocated with a Code.

Prime 
Entry 
Books 
Daily 
Totals

General
Ledger

• [A] Plant and Machinery (Non-Current Assets)
• [B] Plant and Machinery Accumulated 

Depreciation (Provision)
• [C] Proprietors Capital (Equity)
• [D] Inventory (Current Asset)
• [E] Trade Receivables (Current Assets)
• [F] Trade Payables (Current Liability)
• [G] Wages and Salaries (Expense)

41
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Format of a General Ledger

Marketing Expenses

Date

15/4/X2

Narrative

Wijaya 
Newspaper 
Limited

Ref. Rs.000 Date Narrative Ref. Rs.000

JP209 9,000

Debit Side Credit Side

The Accounting 
Equation
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Assets Capital Liabilities

Sandeepa Jayasekera - JMC 
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Assets CapitalLiabilities

Net Assets and Equity Capital 
both are the same

45
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Mario started a Computer Business 
by investing Rs.5,000,000 in cash

Assets Capital

Cash 
Rs.5,000,000

Equity Capital
Rs.5,000,000

Sandeepa Jayasekera - JMC 
48

Business purchased a building by paying Rs.2,500,000. He 
purchased Rs.2,000,000 worth of Computers.

Assets Capital

Building Rs.2,500,000
Equity Capital
Rs.5,000,000

Inventory Rs.2,000,000

Cash Rs.500,000

47
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Mario sold the computers at a value of Rs.3,000,000, 
earned a profit of Rs.1,000,000.

Assets Capital

Building Rs.2,500,000 Equity Capital
Rs.5,000,000

Inventory Rs.0

Cash Rs.3,500,000
(500,000 + 3,000,000)

Retained Profit 
Rs.1,000,000
(3,000,000 – 2,000,000)

Sandeepa Jayasekera - JMC 
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Mario made a drawing (Money taken out of Business by Owner) 
of Rs.200,000

Assets Capital

Building Rs.2,500,000 Equity Capital
Rs.5,000,000

Inventory -

Cash Rs.3,300,000
(3,500,000 – 200,000)

Retained Profit 
Rs.1,000,000
(-) Drawings
(-)Rs.200,000

49
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Mario purchased Rs.1,000,000 
worth of Computers on a credit term

Assets Capital

Build. Rs.2,500,000 Equity Capital
Rs.5,000,000

Inventory 1,000,000 

Cash Rs.3,300,000

Liabilities

Creditors
Rs.1,000,000Retained Profit 

Rs.1,000,000
(-) Drawings
(-) Rs.200,000
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Mario invested another Rs.500,000. Obtained a loan of 
Rs.600,000. Sold computers costing Rs.400,000 for Rs.750,000.

Assets Capital

Build. Rs.2,500,000 Equity Capital
Rs.5,500,000

Inventory 500,000 

Cash Rs.5,150,000
(3,300,000 + 750,000 + 500,000 + 
600,000)

Retained Profit 
Rs.1, 350,000
(1,000,000 + 350,000)

Liabilities

Creditors
Rs.1,000,000

Loan
Rs.500,000

(-) Drawings
(-) Rs.200,000
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Assets Capital Profit Liabilities

Accounting Equation Expanded

Assets Capital Income Expenses Liabilities

Assets Capital IncomeExpenses Liabilities

Question 01
Record how each of the following transaction would affect the
accounting equation.

1.1 Investing Rs.1,000,000 to commence the business

1.2 Obtaining a loan of Rs.500,000 from Bank of Ceylon

1.3 Purchasing Rs.800,000 worth of inventory on credit

1.4 Paying Rs.600,000 to the supplier

1.5 Drawing Rs.10,000 cash and Rs.10,000 worth of goods

Sandeepa Jayasekera - JMC 
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'
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Question 01
1.6 Selling Rs.450,000 worth of inventory for Rs.650,000

1.7 Received Rs.300,000 from customers.

1.8 Paying the telephone bill Rs.25,000

1.9 Salary cost of Rs.50,000. Rs.25,000 paid in cash and balance
is payable.

2.0 Purchase of Property Plant and Equipment of Rs.200,000

Sandeepa Jayasekera - JMC 
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'

Double Entry 
Bookkeeping
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Dual Effect
Every transaction has equal but opposite effect. Transactions 
shall be recorded in ledger accounts as DEBIT and as an equal but 
opposite CREDIT

58

Dual Effect Examples

Purchasing a Car by 
spending Rs.5Mn

• Asset Car of Rs.5Mn increases
• Asset Cash of Rs.5Mn decreases

Obtaining a Bank 
Loan of Rs.10Mn

• Asset Cash of Rs.10Mn increases
• Liability Loan of Rs.10Mn decreases

Incurring a 
Marketing Expense 
of Rs.2Mn

• Expense Marketing of Rs.2Mn 
increases

• Asset Cash of Rs.2Mn decreases

57
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Double Entry System
Element Increase Decrease

Assets
Debit Credit

Expenses

Equity

Credit DebitIncome

Liabilities

Sandeepa Jayasekera - JMC 
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Accounting Equation with Debit and Credit Linked

Assets Capital IncomeExpenses Liabilities

Debits Credits

59
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Ledger Accounts

Info 
Summarized 

to

62

Ledger Account and Dual Impact
Ledger is a collection of accounts kept either physically of 
electronically. The transactions are recorded in ledger to reflect 
the dual impact.

Debit Credit

61
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Why Ledgers 
are Important?

Summarizes Info Helps to Control

Spot Performance Gap 
and Trends Plan Processes

Question 02
Decide the double entries for the following transactions and show them 
in T accounts.

2.1 Praveen invested Rs.2,000,000 to the business as his capital

2.2 A drawing made Rs.50,000

2.3 Credit purchase made of Rs.50,000

2.4 The creditor has given a 5% cash discount on settlement of the credit 
balance of Rs.40,000.

2.5 The total salary of the company is Rs.75,000. Rs.50,000 was paid in 
cash and the balance amount was accrued.

Sandeepa Jayasekera - JMC 
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Question 02
2.6 An equipment worth of Rs.40,000 was purchased using a loan facility.

2.7 The equipment was repaired and incurred Rs.2,000. This is payable.

2.8 Received an interest income of Rs.5,000

2.9 The goods returned to the supplier worth of Rs.10,000

2.10 Credit sales made Rs.100,000.

2.11 Debtor is settling the debt balance of Rs.80,000 and company has given a 
10% cash discount.

2.12 The goods returned by the customer worth of Rs.20,000

2.13 Equipment depreciation is Rs.5,000
Sandeepa Jayasekera - JMC 

65

'

Receivables and 
Payables Ledgers
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Impersonal and Personal Accounts

General ledger include details on 
different income, expense, assets, 
liabilities and equity. These are 
common and not personal. 
Therefore, those accounts are 
considered as impersonal 
accounts.

For receivables and payable each 
person needs to be tracked 
separately. Therefore, personal 
ledgers are maintained. These are 
known as memorandum accounts. 
These are not a part of Double 
Entry System.

Impersonal Accounts

General Ledger

Personal Accounts

Sub Ledgers
Receivables Ledger

Payables Ledger

Sandeepa Jayasekera - JMC 
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Receivables Ledger

• Sales daybook records invoices in 
chronological order (Days order). 
The totals accounted in General
ledger

• A Separate Personal Account for 
Customers is required to
• Calculate individual receivable
• Send Credit Statements to 

customers at month ends
• Check the Credit Limits
• Match the money received 

against debt owed

Customers Personal Accounts

67
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Receivables Ledger

Invoices 
Sales Day 

Book
Debit side of 

Receivable Ledgers

Cash 
Received

Cash Book Credit side of 
Receivable Ledgers

Each customer is given a reference and that reference is appearing in 
the sales daybook.

Sandeepa Jayasekera - JMC 
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Format of a Receivable Ledger

Sahan Ltd.

Date

01/01/X1

Narrative

Balance Carried 
Forward

Ref. Rs.000 Date Narrative Ref. Rs.000

90,000

10/01/X1 Sales 200,000SDB 24

20/01/X1 Cash 190,000

31/01/X1 Balance Carried 
Down

100,000

290,000 290,000

01/02/X1 Balance Carried 
Forward

100,000

69
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Payables Ledger

• Purchase daybook records 
invoices in chronological order 
(Days order)

• A Separate Personal Account 
for supplier is required to
• Calculate individual payable
• Check the Credit Limits
• Match the money paid 

against debt payable

Suppliers Personal Accounts

Sandeepa Jayasekera - JMC 
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Payables Ledger

Invoices 
Purchase 
Day Book

Credit side of 
Payable Ledger

Cash 
Paid

Cash Book Debit side of 
Payable Ledger

Each supplier is given a reference and that reference is appearing in 
the purchase daybook.

71
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Format of a Payable Ledger

Tesco Ltd.

Date

01/01/X1

Narrative

Balance Carried 
Forward

Ref. Rs.000 Date Narrative Ref. Rs.000
50,000

15/01/X1 Purchases 300,000PDB 13

25/01/X1 Cash 250,000

31/01/X1 Balance Carried 
Down

100,000

350,000 350,000

01/02/X1 Balance Carried 
Forward

100,000

Control Accounts
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The ledger account maintained 
in the General Ledger for the 
individual accounts maintained 
in the sub ledger.

E.g.
Receivables Control
Payables Control

What is a Control Account?

Recording Transactions in Control Accounts

Transactions

Source 
Documents

Primary 
Books

General 
Ledger

Double Entry System

Private 
Ledger

Memorandum 
Entry

75
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Examples
Following credit sales occurred in Sumana Ltd.

Rs.50 to Dayawathi
Rs.40 to Seelawathi
Rs.25 to Siriyawathi

Following amounts were received from the debtors.

Rs.30 from Dayawathi
Rs.20 from Seelawathi
Rs.20 from Siriyawathi

General Ledger

Receivable Control

Cash

Revenue

Revenu Rec. Control

Rec. Control

115 115

70

Cash 70
Bal C/D 45

Bal C/D 70

Profit or 
Loss

115

115115

7070

115115

Bal. B/F 45

Bal. B/F 70

77
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Private Ledger – Receivables Ledger
Dayawathi

Seelawathi

Siriyawathi

Revenue 50 Cash 30
Bal. C/D 20

5050
Bal B/F 20

Revenue 25 Cash 20
Bal. C/D 5

2525
Bal B/F 5

Revenue 40 Cash 20
Bal. C/D 20

4040
Bal B/F 20

Dayawathi 20
Seelawthi 20
Siriyawathi 5
Total of Receivables Ledger 45
Receivables Control – General Ledger 45

At any given time, the total of Receivable Ledgers 
shall be equivalent to balance of Receivables Control Account

Control Accounts and Ledgers
Credit Sales to 
Saman Rs.100

Source 
Doc.

Prime 
Entry 
Books

General 
Ledger

Credit Sales to 
Kamal Rs.200

Cash Received 
from Sman Rs.110

Cash Received
from Kamal Rs.150

Sales Day 
Book

Saman 100
Kamal 20
Total 300

Cash Book
Saman 110
Kamal 150
Total 260

Receivables Private Ledger
Saman Kamal

100 200110 150Rev. Cash Rev. Cash
10Bal 50Bal.

Samana
Kamal

(10)
50

Total 40

Credit
Debit
Debit

Revenue
300Rec. 

Control

Receivable Control

260Cash
Cash
260Rec. 

Control
300Rev.

40Bal.
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Question 03
There was no receivables balance in Elara company as at 01st July 20X2. 
Following transactions occurred during the month of July.

1. Rs.300 worth of metal items were sold to Gemunu on credit basis on 
3rd July.

2. Rs.150 worth of electrical items were sold to Thissa on credit basis 
11th July.

3. Rs.250 worth of metal items were sold to Vijaya on credit basis 15th

July.
4. Rs.90 was paid by Gemunu on 10th July by Gemunu Ltd. after 

receiving a 10% settlement discount.
5. Thissa received 8% discount when he settled the balance of Rs.80 on 

18th July.

Question 03
6. Vijaya has paid Rs.120 and there were no discounts.
Using the following reference number record the above transactions in 
sales day book, common ledger and private ledgers.

RL1 Gemunu’s Receivable Account
RL2 Thissa’s Receivable Account
RL3 Vijaya’s Receivable Account
GL1 Bank Account
GL2 Receivables Control Account
GL3 Discounts Given Account
GL4 Metal Items Revenue Account
GL5 Electrical Items Revenue Account

81
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Why do we need Control Accounts?
Ensure the Accuracy

• Following errors may occur when 
account entries are posted in 
private ledgers
• Errors of Transposition
• Errors of Omission
• Errors of Miscast
• Errors of Calculation

• Control accounts and Private ledger
accounts can be compared, and 
those errors can be identified.

Why do we need Control Accounts?
Locate the Error

Control accounts are prepared
either daily, weekly or 
monthly. If there’s an error in 
invoice recording, payment 
recording or issue in order of 
recording, such can be 
recognized.

83
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Why do we need Control Accounts?
As an Internal Control

• Two separate accounts 
officers record transactions 
in control accounts and 
private ledgers.

• Once these two are 
compared the errors and 
mistakes can be identified.

Why do we need Control Accounts?
Prepare the Financials 

Quickly

Preparing a trial balance 
using Control account 
balance is quicker than 
taking separate balances of 
Private Ledgers.

85
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Question 04
The receivables control account as at 01st April 20X7 has a debit balance 
of Rs.8,024,000 and a credit balance of Rs.57,000. The payables control 
account has a Rs.6,235,000 credit balance and a Rs.105,000 debit 
balance. Following information is available for the year ended 31st

March 20X8. 

Credit Revenue 63,728,000
Credit purchases 39,974,000
Cash from Debtors 55,212,000
Cash paid to Creditors 37,307,000
Discount received 1,475,000
Discounts given 2,328,000

Question 04
Sales Return 1,002,000
Purchase Return 535,000
Writing off irrecoverable debtors 326,000
Cash received for the Debit balance in Creditors Ledger 105,000
Amount reduced from customers for losses in transportation 212,000

Prepare the Receivables and Payables Control accounts for the year 
ended 31st March 20X8.

87
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Contra Entries

Payables Debit
Receivables Credit

• Same person or the 
company may have both 
receivable and payable 
balances

• If there’s an agreement to 
settle those balances a 
Contra Entry can be 
passed

Question 05
Following entries are there in a Payables control account.

Cash Paid 79,500
Credit Purchases 83,200
Discounts Received 3,750
Contra Entry with Trade Receivables 4,000
Balance Carried Down as at 31/12/20X8 12,920

Calculate the Balance Brought Forward 01/01/20X8.
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Discount

Trade Discounts Cash Discounts

Question 06
Soniya Ltd. purchased 10 Mobile Phones from Roni Ltd. For 
Rs.20,000 each. A 10% trade discount was received. If the credit 
amount is settled within 14 days a 5% cash discount can be 
obtained. 
What are these discounts from Roni’s point of view?
Calculate the value of discounts and show the accounting 
entries.
What are these discounts from Soniya’s point of view?
Calculate the value of discounts and show the accounting 
entries.
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Discounts

Trade Discounts Cash Discounts
Meaning

Accounting 
Discounts 
Received

Amount deducted from the 
marked price at the purchase. 
Generally, a trade discount is 
given for a bulk purchase.

Discount given from the credit 
amount, if it is settled before or 
within the credit period to 
encourage early settlements.

The purchase amount shall be net 
of trade discount.

Discounts received shall be 
recognized as an other income.

Accounting 
Discounts 
Given

The revenue amount shall be net 
of trade discount.

Discounts given shall be 
recognized as an other expense.

Question 07
Based on following information prepare the profit or loss account for 
the year ended 31st March 20X9 of Zezta Ltd.

Gross Purchase Cost 240,000
Trade Discount Received 8,000
Cash Discounts Received 3,000
Cash Sales 68,000
Credit Sales 300,000
Cash Discounts Given 16,000
Distribution Expenses 20,000
Administration Expenses 30,000
Drawings 4,000
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Balancing the Control Accounts and Agreeing 
with the Debtor and Creditor Control Accounts

Monthly

Sub-LedgersControl Accounts

Balancing

List of BalancesBalance

Compare

Differences

Reasons for Differences
Errors in totaling the Prime Entry Books
This will cause wrong amounts in control Accounts

A Double Entry is required in the 
General Ledger

Transposition Errors
Correct amount posted in the Control accounts, but 
incorrect amount posted in the memorandum ledgers.

Correct the errors in Sub-ledgers

Missing Transactions
A Transaction can be recorded in Control accounts but 
missed in the Sub-Ledgers or vice versa.

If the transaction is missed in 
general ledger a double entry is 
required. 
If the transaction is missed in 
sub-ledger, it shall be corrected

Correction

Errors in Totaling the List of balances in the Sub-Ledgers 
or Total in Control Accounts

Correct the totals
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Question 08
The total of debtor balances in receivables ledger is Rs.800 higher than 
the debtors control account balance. What errors below would result in 
above difference?

A. Sales day book has totaled with a deficit of Rs.800
B. Cash discount given of Rs.800 is missed in general ledger
C. Rs.800 receivable balance has been accounted as a credit balance
D. Cash receipt journal was totaled with a deficit of Rs.800

Steps taken to agree the Control Account 
balances and Personal Ledgers

Compare the Personal Ledgers and Control 
accounts and identify the differences.

Step 01

Correct the Errors in Personal LedgersStep 02

Start with the balance of the control account 
before adjustments and put the adjustments 
for corrections

Step 03
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Question 09
The balance in the payables control account of Shantha Ltd. as at 31 
December 20X6 was Rs.12,500. However, the total of payables ledgers 
were Rs.12,800. 
Following errors were found. Credit purchases of Rs.1,200 purchased 
towards last week has been missed in the control account. A creditor 
with a Rs.900 balance has been missed in the payables ledger list. 

A. Rs.12,500
B. Rs.13,400
C. Rs.12,800
D. Rs.13,700

Suppliers Statement
• The suppliers are sending a monthly 

statement to their credit customers 
including the sales made for the month, 
discounts given, credit notes issued, 
amount received and amount receivable. 
This statement is called supplier's 
statement.

• Once the statement received, the buyers 
shall compare it with the payables ledger 
account and identify and reconcile the 
differences.
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Steps to reconcile the differences between 
supplier’s statement and payables ledger

Step 01

Mark the items in both 
supplier’s statement and 

payables ledger

Step 02

Agree the opening balances in 
supplier's statement.

Step 04

Identify the differences

Step 03

Match the amounts paid 
against the invoice value less 

credit notes

Reasons for Differences
Item

Payments in 
Transit

Time Differences

Impact

Once a Cheque is being issued, it will be recorded in 
the ledger. However, the cheque may have not 
received (Postal delays). 

Omitted Invoices 
and Credit Notes

Errors and Time 
Differences

The invoices and Credit notes can be omitted in the 
Payables ledger, despite those being recorded in the 
General ledger. There can be delays in recording as 
well.

Other Errors
Errors

Invoices, Credit Notes, Payments values can be either 
missed or wrong amounts recognized in the ledger.
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Question 10
Based on information given, prepare a reconciliation of supplier’s statement and payables ledger.

Account Statement Revello Ltd. Nawala

Accounts Department - Kaalidaas Ltd. Date - 20X1.05.31 Ref Number  - 038
Date Details Debit Credit Balance

30/4/01 Balance Brought Forward from Previous statement 492,220
03/05/01 Invoice Number 34207 129,400 622,620
04/05/01 Invoice Number 34242 22,720 644,340
05/05/01 Payments Received 412,170 232,170
17/05/01 Invoice Number 34237 394,950 627,120
18/05/01 Credit Note Number 00192 64,400 562,720
21/05/01 Invoice Number 34392 392,780 955,500
28/05/01 Credit Note Number 00199 107,640 847,860

Closing Balance 847,860

Payables Ledger – Kaalidas Ltd
Accounts Name – Revello Ltd     Ref. Number  – 045 Date of Report 20X1.06.1

Date Details Balance
16/03/01 Invoice Number 33004 350,700
20/03/01 Invoice Number 33060 61,470
06/04/01 Invoice Number 34114 80,050
03/05/01 Invoice Number 34207 129,400
04/05/01 Payments (412,170)
06/05/01 Invoice Number 34242 22,720
19/05/01 Invoice Number 34327 394,950
19/05/01 Credit Note Number 00192 (64,400)
28/05/01 Payments (117,770)
30/05/01 Credit Note Number 00199 (107,640)

Balance 337,310
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Matching Concept

Sandeepa Jayasekera - JMC 105

Sandeepa Jayasekera - JMC 
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Matching Concept

Revenue Earned

Expenses incurred in Earning it

is Matched with
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Isuru sold items costing Rs.500,000 to a customer at a value of 
Rs.750,000. He incurred a Promotion Expense of Rs.25,000 and a 
Transportation Expense of Rs.25,000. Calculate the profit.

Revenue 750,000

Cost of Sales (500,000)

Promotion (25,000)

Transportation (25,000)

Profit 200,000

Journal

Sandeepa Jayasekera - JMC 108
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Journal
Any Transaction or Event that has not been recorded through a Prime 
Entry book are recorded in the Journal. Journal is also part of prime 
entry books. Generally, unusual entries are recorded through journal.

110

Format of Journal Entry

Date Narrative Debit
Rs.

Credit
Rs.

01/02/X2 Debit Cash at Bank 100,000

Credit Capital 100,000

Initial Capital Contributed

109
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Preparing Financial 
Statements using Trial 

Balance
Sandeepa Jayasekera - JMC 111

112

Introduction

At the end of accounting periods, the Ledger accounts are closed, 
and Balances are taken to a Trial Balance. Using the Trial Balance, 
the Financial Statements are Prepared.

Transactions Source 
Document

Prime 
Entry 
Book

Ledgers Trial 
Balance

Fin.
State

Closing T 
Accounts
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Process of Preparing a Trial Balance

Recording 
Transactions 
in Ledger

Step 01

Balancing 
the Ledger 
Accounts

Step 02

• If Debit side is higher a there 
will be a Debit Balance

• If Credit side is higher a there 
will be a Credit Balance

Taking the 
Balances 
and 
Prepare 
Trial 
Balance

Step 03

The debit 
and credit 
side totals 
should tally 
in the Trial 
Balance. 
Unless 
there are 
errors.

114

Types of Errors

Errors Revealed from 
Trial Balance

• Missing one entry 
in accounts

• Recording both 
entries as Debit or 
Credit

• Wrong amount in 
one entry

Errors that are not Revealed 
From Trial Balance

• Complete Omission of a Transaction

• Correct debit and credit entry posted to 
wrong accounts

• Off Setting errors. E.g. Error of Rs.100 
netted off another error.

• Errors of Principal. E.g. Cash from debtors 
recorded as Dr. Debtor and Cr. Cash 
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Question 01
Prepare a trial balance for the following transactions of Mayumi enterprises.

Sandeepa Jayasekera - JMC 
115

• Mayumi invested Rs.100,000 as the capital
• A bank loan of Rs.50,000 was obtained
• Machine purchased at Rs.40,000
• Credit purchases made at Rs.70,000
• Employee salary paid Rs.25,000
• Credit sales made Rs.100,000
• Payments made to suppliers Rs.60,000
• Receipts from debtors Rs.75,000
• Depreciation Rs.2,000
• Bank loan repaid Rs.5,000 (Rs.1,000 was interest)

Question 02
Following balances are relevant to Charuni Ltd. as at 30/12/X9

Sandeepa Jayasekera - JMC 
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Account Balance Rs.
Bank Loan 100,000
Cash at Bank 35,000
Capital 100,000
Tax 15,000
Tax Provision 10,000
Trade Payable 75,000
Trade Receivable 200,000
Purchases 150,000
Sales 200,000
Interest 1,000
Other Expenses 34,000
Vehicle 50,000
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Question 02
Following transactions has occurred on 31/12/X9.

1. Rs.20,000 worth of items purchased paying 50% cash and remaining balance
payable after 01 month.

2. Rs.30,000 worth of items sold of which 25% of the items on credit and
remaining balance on cash.

3. Vehicle depreciation of Rs.500

4. Rs.10,000 salary of the employee. Of which 50% paid and remaining balance
was accrued.

Prepare the trial balance as at 31/12/X9

Sandeepa Jayasekera - JMC 
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Profit or Loss 
Account
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Profit or Loss Account – First step of FS

Profit or Loss is an Account. We transfer all the Income and 
Expense accounts to Profit or Loss using double entries. The 
Retained profit of the account is carried forward under Equity.

Purchases 250,000

475,000 475,000

Profit or Loss

Rent Expense 50,000
Salaries 100,000
Other Expenses 25,000

Revenue 450,000
Other Income 25,000

Balance Carried Down 50,000

Balance Carried Forward 50,000

Question 03
Following transactions has occurred on year 20X8/X9 of Shane Ltd.

1. Rs.500,000 worth of items sold on credit

2. Rs.300,000 worth of items sold on cash

3. Rs.400,000 worth of items purchased on credit

4. Rs.100,000 worth of items purchased on cash

5. Employee salary for the year is Rs.100,000. Of which Rs.25,000 is accrued.

6. Depreciation for the year is Rs.20,000

7. Promotion expenses paid is Rs.30,000

Sandeepa Jayasekera - JMC 
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Question 03
8. Tax payable is Rs.5,000

9. Bank loan interest paid is Rs.5,000

10. Building rent payable is Rs.25,000

11. Dividend income receivable Rs.50,000

12. Bad debt expense Rs.3,000

Prepare the T accounts, Trial Balance, Profit or Loss account and Profit or Loss
Statement.

Sandeepa Jayasekera - JMC 
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Statement of 
Financial Position
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Statement of Financial Position – Second step of FS

Once income and expenses balances transferred to Profit or Loss, 
all the remaining balances in Trial Balance including final balance 
from Profit or Loss are taken to Statement of Financial Position.

Statement of Financial Position shows
• Assets
• Equity
• Liabilities
Carried Forward Balances

Question 04
Following transactions are relevant to Wasantha Enterprises.

Prepare the ledger accounts, trial balance, profit or loss account and statement of
financial position.

1. Wasantha invested Rs.1,000,000 as the capital to start the business.

2. A loan of Rs.500,000 was obtained from bank of Ceylon.

3. Rs.800,000 worth of items were purchased on credit terms.

4. Rs.500,000 was paid for the suppliers.

5. Rs.1,500,000 worth of items were sold on credit terms

6. Rs.1,000,000 was received from the customers.
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Question 04
7. Rs.200,000 worth of equipment purchased.

8. The salary cost is Rs.300,000 and of which 25% is payable.

9. Promotional expenses paid in cash is Rs.50,000

10. The closing stock is Rs.40,000

11. Depreciation is Rs.10,000

12. Bank loan interest is Rs.5,000

13. Mr. Wasantha did a drawing of Rs.10,000

Sandeepa Jayasekera - JMC 
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Accounting Software 
Systems
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Integrated Accounting System

Accounting systems 
include many 

modules. Once all 
modules linked 

together we call it 
an Integrated 

Accounting system.

Receivables 
Module

Payables 
Module

Payroll 
Module

Inventory 
Module

Non-Current 
Assets 

Module

Job Costing 
Module

General 
Ledger 
Module

Report 
Generator

Sandeepa Jayasekera - JMC 
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Additional 
Features in 
Accounting 

Software 
Systems

Data Import Bank Feeds Electronic 
Payment Runs

Paperless 
Accounting

Electronic 
Submission of 

Accounts

Paperless 
Accounting

Electronic 
Submission of 

Sales Tax Returns

Automation 
of Data Entry
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Enterprise Resource Planning Systems

ERP system 
integrates key 

processes in an 
organization. 
Thus, a single 

system can serve 
all information 

needs of all 
functional area.

ERP Software
Manages 

information flow 
among all database 

applications

Operations
Controls inventory throughout 

the supply chain from 
procurement to distribution

Accounting
Records sales and 
payments. Tracks 

business 
performance

Human Resources
Recruits, Trains evaluates 

and compensates 
employees

Marketing
Coordinates sales activities 

and handles customer 
relationship

Finance
Reports customer’s 

credit rating and 
current selling
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