CHAPTER FIVE
THE CASH BOOK

CHAPTER OUTLINE

< Purpose of the cash book , \
< Types of cash book

% Main cash book

¢+ Petty Cash book

¢ Trade and cash discounts

Posting of cash book to ledger

Learning Objectives

At the end of this chapter, the student should be able to:

Explain the meaning of a cash book

Identify and explain the source documents of a cash book

Identify the different types of cash book

Explain the basic principles of posting transaction to the

cash book

Demonstrate how to extract information from a cash book

to the ledger

» Explain the relationship among different columns of the
cash book.

Differentiate between trade and cash discounts.
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B
5.1 PURPOSE OF THE CASH BOOK Illustration 5-1 <action for the Month of January, 2011 isas follows:
The cashbook is a unique subsidiary book as it serves dual purpose. Itis seen Mr Ekwe's business transa N .
as a subsidiary book and equally a ledger account that forms an integral part h balance b/f 500,00O
of the double entry system. The cash book is used to record every January 1:Cas C ah received from Happiness 200,00
transaction involving cash receipt or cash payment. Any transaction that 3 aschased goods for cash 150,000
involves immediate cash or cheque is recorded in the cash column or the 4: Eg[;ght stationery for cash 5(5),888
bank column of the cash book. ig purchased goods for cash 251000
5.2 TYPES OF CASH BOOK 13 . Ceshsdleslocat: 10,000
i ra
There are two basic types of cash book namely:; 12 5222 \é\gles ot 1(1)%,%%?)
1. Main cash book 5 purchased goods for cash 70:000
2. Petty cash book 55 Cash sales to date 15.000
5.3 MAIN CASH BOOK 30 Paidwagesin CSSh 40,000
: Paid rentin cas
The main cash book can be differentiated by the nature of the transactions it 31 feor the.above
is meant to accommodate. Consequent upon this, we have Single Column, uired to prepare a simple cash book of Mr Ekwe fro
Two Column and Three Column cash books. The difference among these is You are req

: : : . ions.
the number of columns contained in the cash book as will be seen in the transactio Mr Ekwe's
illustrations below. The general format of the main cash book remains the Simple Cash Book
ame except for the differences in the number of columns. -
S p the umbe olumn Solution 5.1 Lo
ey 0
) _ DATE | PARTICULARS | FOLI
Single column cash book DATE [ PARTICULARS | FOLIO | AMOﬁNT 1»540 —
This is the simplest form of cash book whenever transaction is done purely T 500,000 | Jan4 Pur;hases 20,000
with cash. The page is divided into two halves. The left hand side is known as ng : Happiness 222888 }3 ,?Larc".ia"se"i 45'888
~debit (Dr) side while the right hand side is known as credit (Cr) side. The 13 Sales T 15 | Withdrawal 12)8'000
basic principle is to debit every cash receipt and credit every cash paymentor ;2 _E,:Ei 70,000 [ éé w;czesases 15,000
cash disbursement. The single column cash book may sometimes be called Ty — 49388
simple cash book 1 31 Balgd e 500
‘ 847,000
Format of a simple cash book 437,000
Dr Cr 1 Feb 1 Bal b/d !
DATE | PARTICULARS | FOLIO [ AMOUNT | DATE | PARTICULARS | FOLIO T AMOUNT

Points to note: .
Date: This indicates the date of transaction.

Particulars: This is a simple guide to the source 0
expenditure.

f income or cause of the
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Folio: A reference to where the transaction is further posted or
corresponding entries can be found in the subsidiary book,
Amount: The value of the transaction.

where ‘t’.

TWO/THREE COLUMN CASH BOOK
A cash book is referred to as two colum

contain columns for both cash and bank transactions while the three column

remain until a specified period when the total of the discount allowed colu;
will be posted to the debit side of the discount allowed accountinthele

Illustration 5.2: The following transactions are liste

Bull Enterprises for the Month of June, 2010. N

June 1 Cash balance 18,330
Cash at bank 306,240
3 Settled Abdulahi account of 640
by cheque after deducting 5% cash discount.
5 Cash sales to date paid into the bank 51,060
7 Received and banked cheque for 870
from Eze in settlement of his account of 900

10 Paid Mbachu N57, 500 by cheque and he

allowed N250 cash discount
15 Cash sales paid into Bank 46,590
18 Ekene remitted cash of N490 after
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you are required to en

- solution 5.2

din the books of John

g ash discount ;

had deducted 4% cas ] "
r\}\Tithdrew cash from bankto office s

%i Bought good for cash s
27 Cash sales to date =

id cash into bank
:‘ig Cwages N500: and general expenses

2 N130allin cash

i i -column cash
ter the above transactions In a three-c

book of John Bull Enterprises.

John Bull Enterprises
Three Column Cash Book

: io| Discount | Gash | Bark
| Dote | partudars | Foio| Dsaut) G 0
ol Disout | ch | Ba recaved

' Dete | Pattialars | Fdio N =
! 32

Jue | Bdarces 29 B |
- e 800
s s 16,750

! Sas 200

15

Ekere 5 50 \
= K © s “ e 130 ;
% |

9 0 | B Gen.
0 Bd ¢d i
27 650 E:
Sdes | 00,960 _
27 [ o (020 |0X0

n
| 40 20270 | 404,960 | |
346,052 ‘
2,690e are those transa;tlons or i
k to cash till or vice versa.. bl
transactions as notice

movement of casb
hen such OCCLVH’“.HA'_E,‘\
1*and 27

Bal b/d _
Note: Contra—entnes:‘ Thesb -
within the firm from either i
there will be double entry ©

respectively.
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Illustration 5,3

Enter the followin

) g transactions in the in a doub|
fghtl)ekwe, asole trader. € column cash book of Cash in hand brought forward 270'838
S0 rch 1. Cash at Bank brought forward gggIOOO
C i tof !
Settled Owolabi's accoun )
3 5% cash discount
) eque after deducting 000
1 gs;f: tt:a,lance in the office safe 26%00 ?;s:sgles to date paidinto bank 15(;,000
alance at the bank ' - > - d banked cheque of '
g cash sales to date 338 I(())gg 4 Eecﬁl\gfﬂigye in settlement of his account of 9,000
6 B i oo and banked cheque from Kenny 450,000 40 Peid Hilary NL0O,000 by cheque and whoallowed
10 P:i'd ;?lzfrl;/r;ts bhank 100,000 A N2,500 cash discount. 300,000
cheque 4 id to bank . '
11§ \!;vqrchased goods for cash 2038 '838 15. izzh (S)jalljerserr):itted cash of N80,000 after deducting
14 B(;Ehcrj)rtew cash for office use 50,000 b 200/5 cash discount. 7,000
o Purc% ! st;tlonznes for cash 401000 - \ithdrew cash for office Use 15,000
sed goods for cash ¢ : for cash '
585 Cash sales to date 1g8,000 2. (B:O;?gg?:sotis plark 1?)5(,)’(())[())?)
ool rentby cheque o . a‘d ages by cash. 0,000
28 Paidwages in cash fglg(o)g gi FI;Z]\Iid \:ﬁlen% by cash o
Solution 5.3 ' ",
ChiekWe'S Solution 5.4 TOPES ) ot
00k for the Month of Febr Three Column Cash Book for the Month of March, <!
Bank (w4 : e SC. Cash ank
50,000 m Particulars | Folio| Dise. | Cash Bank Dac | Particdars | Folio Rg:i(i' od 1\? N
All N N N__ e
= 270000 | 600,000 | Mar. | Owolabi 10,000 i
Ba. 3d 3 00,000
150,000 10 | Hillary \ 250
Sales ) 7.000
Ofuonye 2,000 9.000| 20 [Cash j ol
S ' 300,000 | 21 | Purchases 15,000
Sales : 700000
e 0,000 | 80,000 31| Weess
March 1.Bal b/d 485,000 Bld —_— — TR e Rl
’ ank c ' 247000 | 760,000
\I(llustration 5.4 ks 45.00)8 — 31_|Ba Cd % 72500 | 402000 | 157,000
OU are required to record the transacti 000 76000 dect
ons below in a thr Apil - Bal bid 247.000 700 ‘scount N10,000.
book of Tope and show the balance brought down as at 31 Mzerc?';?lnl e Work'mgs:pl March 3°  5/100 X 200,000 = 10,000. Distd
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Amount Paid = N190, 000.

Illustration 5.5 My Eneje commenced business on 1* January, 2009 p
transferring N720, 000 from his private current into a bank which he hagt
opened for the business. His transactions for the Month of January, 2009

were as follows:

JANUARY N i
1. Bought goods on credit from Yemi 120,000
2. Withdrew cash from the bank for office use 18,000
3. Sold goods on credit to Dominic 150,000
4. Bought goods on credit from Benjamin 180,000
5. Sold goods to Okechukwu on credit 220,000
6. Paid rent by cash 2,500
7. Withdrew cash from office till for personal use 3,000 §
8. Bought goods from Bolongo on credit 100,000 3
9. Goods returned by Dominic 17,600
10. Sold goods on credit to Anthony 140,000
11. Cash purchases from Ekpo 40,000
12. Goods returned to Yemi 5 8,200
13. Cost of goods taken for private use” 5,000
14. Goods returned by Okechukwuy 20,000

15. Sold goods on credit (normal selling price #20,000) to Akin
giving trade discount of 10%

16. Receiving cheque of N95,000 from Okechukwu
after he had deducted cash discount 5%

17. Purchased second hand car from Maza Maza

motors by cheque 100,000
18. Paid cheque to Yem in full settlement of his account 110,000
19. Cash sales to Taribo received by cash 25,000
20. Goods returned to Bolongo 5,000

21. Purchased good worth N70,000 on credit from Aminu
ata trade discount of 10%

22. Paid cash of #18,000to Bolongo after deducting discount of 10%
23. Received cash from Dominic in full settlement of his account

24. Cheque received from Anthony 50,000

A 5 Deposited cash intohBank ac:cour\fC g,ggg
25 ies by cas o' fees ,
Fliz26- paid Sa‘avi'iifr? from bank to pay his son's school 80,000
8127, Withdre in by cheque

828, Paid Benjam .
E.b Required: Writ

80,000

e up the three column cash book
(Ignore other subsidiary books)

SOLUTION5.5 M Enejes
1 nuary, - Bank
Column Cash Book for theyontD?teOfg:t}iaﬂa's IFO“O bise o N
Three : 2 Disc. Cash Ban Received | W
o [P Mloved | A S Sy
e © “
.N_—— 720,000
' ML TR s
[Jan | Captal — [ | 250
1 —
L 3,000
3 Drawing
| 5,000 40,000
L Purchases ______.__————__—'1_06,—0_6(_)_
22 F——1
L772Y: e 3,000 —— 110000
23 | Daminic — 71800 110,
Yem i 18.000
94 | Anthony I 22 Bolangy - 80,000
35 | Cash © Bank © 5,000
Sdaries 3,000
] Drawings _________.——"’W
T 1 | - 500 S0
=000 945,000 |
Jl____ | 3,800 173,000 ' 9450
000
e 173,000 | 945,
| 4 594,000
February 1, Ball/d 64,500 |
r sma
COK. and account for
5.4 PETTY CASH k used to record e not directly

S e of cash boo ents ar e
i i S tyrgade by cash. Such small k?aglinis usually analytical in
PRyments e cashbook. The petty ca$h ?\ dings; hence itis ruled
recorded in the main re analysed into approprlate ea . he’adings' The only
g elxpenss E\:vsij'\ each bearing appropriate expen
to show column

is the imprest.
- source of cash inflow to the petty cash book is
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The petty cash book system of operation is such that the petty cashier is

given a specified amount known as the imprest. The petty cashier disburses
the imprest through the petty cash voucher duly authorized. When the
imprest or cash float reaches a pre-determined level, the petty cashier will
apply for re-imbursement for an amount equal to the amount disbursed.
Such application is supported with the petty cash vouchers.

CONTROL: The available cash in the petty cash till plus the total disbursed
as recorded in the petty cash vouchers must at all times equal the cash float.

This makes it easier for the Management to monitor and effect control of the
cash of the enterprise.

Illustration 5.6

Nwakaego maintains an imprest of N60, 000. The re-imbursement is
continually made as soon as the cash float is exhausted within a specified
period. During May, 2012 the following petty cash transactions took place:

N

1 May Cashier received float of 60, 000
The following payments were made:

2 May Transport expenses 10, 000
3 Entertainment to visitors 2,500
4 Stationeries purchased 1,000
5 Vehicle repairs 4,500
6 Petrol 5,000
7 Repairs of security light 1,200
12 Driver's medical bill 5,000
14 Stationery purchased 7,500
16 Transport expenses 2,500
28 Cleaner's medical bill 2,000
31 Re-imbursement was made

You are required to Prepare an analytical petty cash book of Nwakaego as at
31 May, 2012.
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Nwakaego's t
Petty Cash book as at 317 May, 2012.
PAYMENTS '
; ‘ . . cal
Jer) ¥ e Total [lransport| Entertain-|Stationery|Repairs Pe;lrol Mgglls
‘ N N ment N N N
i N
60,000 | May| Cash float
’ |
2 | Transport 10.000 | 10,000 -
3 [Entertainment| 2.500 2.5 T
4 | Stationery 1,000 =
5 | Repairs_ 4,500 <
6 | Petrol 5,000 =%
7 | Repairs 1,200 S
12 | Medical Bill | 5.000 =0
14 | Stationery 7.500 —
16 | Transport 25001 25 T
ical bill | 2.000 o
2?) ol 412001 12,500 2,500 8,500 | 5,700 5,000
3 2 s
412001 30 | Re-
’ imburseent
30 | Balcld 60,000
101,200 101,200
60,000 | June| Bal bd
|

5.5 TRADEAND CASH DISCOU'NTtShe -
There is need for the student to realize

trade and cash discounts.

ning and differences between

i ho buys goods in
i : This is a discount given to a customer w o
e Dlsc‘ou?tt.isT:ilrsnlesd at encouraging the customer to buzvrl:;(él:zr o
ey qua_mtlty. ice remains the same for all the_custpmersb e e
that.the et unt or not but the net selling price differs by evae
Suad“fydfprcct):itdlzcrgoyed by different customers. Trade disco
rade dis
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recorded in the books of accounts; rather it ends Up at the point of saje or

purchase, Itis merely used to Calculate the net selling price of the goods.

discount allowed if it is on sales or discount received if it is on purchases,
Cash discount is recorded in the books of dccounts when the Customer has
fulfilled the terms of Payment specified in the invoice.

December N

1. Cash float given to Cashier 50,000
2. Bought stationery for 3,000
& Travelling expenses 1,000
4, Bought postage Stamp 2,500
5. En,tertainmentexpenses 1,500
6. Repair of security lights 3,150
r Repair of vehicle 6,850
8. Purchase of notebook 5,000
9. Transport expenses 2,500
10. Repair of furniture 350
1L, Purchase ofstationery 5,000
12. Entertainment €xpenses 4,000
13, Medical bij| expenses 6,000
30 Purchase ::)fstationery 8,000

' at 31
ired: Prepare, showing balance anq re-imbursement as
Reqe?]lwgfar .2013 a petty cash book with analysis column.
Dec 7

Solution 5.7 o
va Odumegwu Enterprises
Petty Cash Book
Peyments ” —
— R cpair ransport Me
T il e Stationery Postage Entertar | Repairs Repa Transp )
eel = Stationery slag . N
) o noent &+ of light 123 aib
i P L 2 . 5 R
53,000 Cash Fluat
Stationery 3,0 N
£3 '
5 — 1,00
Lo
3
2,863 2,500
. Wl' 1,50¢
5 Entertainment 1509 -
7 Vehicle repar 10,00 252
6 Repair of Light 3,152
8 Notebook 5002
Rk 2,530
g Transport 2,500 =
i0 Repairs 359
Stationery 5,060
5,6C0
1.000 s
Entertainmant 4,060 -
Medica 6,000
30 Stationery 8,060
— 3:15¢ 3,50 5.000
2,500 5.50G 7,200 | 3,150 3,500 6
48,850 ,50¢ E
21,000
18,850 31 Re-tmbursement
31 Bal ¢/d 59,082
98,852
38,550 EER:
50,000 1y
\J 0¢

the total
T0 post the transactions from the petty cash bOOk- N t?tzlligg:rr;ses made
EXpenses is posted to the debit side of the account i.e. ol e total of
ctuti LLem is posted to debit side of that account. Fc;r 6IE:;ft side of stationery
Stationery account which is 21, 000 i posted to thﬁ © clcounts or expense
account in the general ledger. This applies to all other a

headings.



