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Subject:-Financial Accounting
Topic
Hire Purchase System

‘ "Nothing is more
‘.  important than
Education”
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(B) Additional Interest
Opening Ledger A/cs in the Books of Purchaser and Depreciation on Fixed
Method
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Singh Coal Co. Ltd. agreed to purchase wagon on the Hire Purchase System
¢or © 4,600. T 600 were paid when wagon was acquired on 1st January, 2013 and
.o balance was to be paid by annual instalments of ® 800 plus interest at 5% &
f{\_lnum. Open the necessary ledger accounts in the books of the Singh Coal Co,

o nstalment

r
showing the details to the completion of this transaction. Singh Coal Co, Ltd.
jepreciates the wagon each year by 10% on the original cost.

Solution Calculation of Interest
Year Cash Price Interest %
I 4,600 4,000x56 200 800 | For Wagon
-600 10 e + 200 | For Interest '
4,000 1,000 | Total Amount of
Instalment,
1 —800 3,200x5 160 800 | For Wagon
8,200 100 + 160 | For Interest
960 | Total Amount of
Instalment.
I -800 | 2,400x5 120 800 |For Wagon
2,400 (1.0 SRy

+ 120 |For Interest

920|Total Amount of
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) H#00 | ¥Or YVaRvii
H00 1,60076 80 4 80 |For Interest
vy 1,600 100 ~ 880 Total Amount of
’ === [ngtalment.
800 | For Wagon
v ~B00 #0056 40 + 40 |For Interest
#00 100 *;14,‘6 'II‘O;:;JAmo:nt of
700 e ment.
'r(,',ul l“u,r(:ﬂt = 600 L__—-_—__'_ .
Caleulation of Depreciation
/1,600610 o 460 per year.
10
g ’ ny Ltd.
In the Books of Singh Coal Company
Wagon Account
; Date Particulars
__Date Particulars _@ﬂgﬂ__, _,53
T e ¥ 201 o tiom Ale
Jan. 1|To Cash Alc 600| DPec- 31 gg’/ gzi);relee o/d
Doc. 31|To Vendor’s Alc 802
1,400
2014 , 2014 s
Jan, 1{To Balance b/d 940| Dec. 31|By ge{)recmz}gn Alc 5
Dee. 31|To Vendor’s Alc 800 By Balance =
__—11740 ; i
2015 2015 3 i
Jan. 1|To Balance b/d 1,280| Dec. 31|By Depreciation Alc
To Vendor's Alc 800 By Balance c/d
2,080 o
2016 | 2016 o =
Jan. 1|To Balance b/d 1,620| Dec. 31|By Depreciation Alc
Dec, 31|To Vendor’s Ale 800 By Balance ¢/d i
__ 2,420
2017 2017
Jan. 31|To Balance b/d 1,960| Dec. 31|By Depreciation Alc
Dec. 81|To Vendor’s Alc 800| Dec. 31|By Balance c¢/d
2,760 ;'i.,f"‘
Vendors Account 2
~ Date Particulars Amount | Date Particulars
2013 2 2013 i”
Dee. 31|To Bank A/c 1,000| Dec. 31|By Wagon Alc
' By Interest A/c :
i 1,000
o 2014
s 31 To Bank Ale. 960| Dec. 31|By Wagon Alc ;
| ¥ R sy By Interest A/c |
960 ﬂ
D2901§1 2015 ;’ ‘
e /e 920| Dec. 31{By Wagon Alc
Y S By Interest Ale
| EOr 920 E
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K Ae 880| Dec. 31|By Wagon A/c ng
pank 4 By Interest A/c
880 880
2017 A 800
. Bank Ale 840| Dec. 81 gy }zm e 40
510 840
T Interest Account S
| //"Z»Emeuzm X | Date Particulars N
va"s Ale 200(31.12.18|By Statement P/L Alc 200
. To Vendors Ale 160(31.12.14|By Statement P/L A/c 160
| To Vendors Afc 120/31.12.15|By Statement P/L A/c 120
5 To Vendors Ale 80(31.12.16|By Statement P/L A/c 80
17/ To Vendors Ale 40/31.12.17|By Statement P/L A/c 40
— Depreciation Account
/ Partzculars T Date Particulars A3
) 13| To Wagon Ale 460 |31.12.13|By Statement P/L A/c 460
- 1214/ To Wagon Ale 460 |31.12.14|By Statement P/L A/c 460
)15/ To Wagon Ale 460 |31.12.15|By Statement P/L A/c 460
216|To Wagon Ale 460 |31.12.16(By Statement P/L Alc 460
460 M By Statement P/L A/c 460

‘_,11 llb Wagon Ale
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