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problem 8

The Patliputra Transport Company purchased a machine from Bombay Motor
Company on Hire Purchase agreement on 1st January, 2015 paying cash ¥ 37,250
and agreeing to pay three further instalments of ¥ 1,20,000 each on 31st December
off every year. The cash price of the machine is ¥ 3,37,250 and Bombay Motor
Company charges interest at 10% per annum. The Madras Company writes of 10

percent every year of cash value of the machine on the reducing balancing system.
Open the necessary accounts in the books of both the companies.

Note : Calculations are to be made to the nearest rupee.

Solution Calculation of Interest and Cash Value Included in Instalment
O/S Interest @ 10% p.a. Cash
Year ‘(/ﬁz’; Calculation Amount e - gf‘:)
(1) (2) (3) | (4) (5) (6)
% % % %
1.1.2015 3,37,200

1.1.2015 (~) 87,250
31.12.2015| 3,00,000

37,260f 37,250

3,00,000 x 10/100 30,000 1,20,000{ 90,000

31.12.2016 (—;j?)’,%gg 2,10,000 x 10/100 21,000| 1,20,000{ 99,000
(-.)1,;9%,(())(())?) 1,20,000 — 1,11,000 0.000| 1,20,000{ 1,11,000

 Fofal 5 11: e 60,000] 3,07,250| 3,37,250




In the Books of Hire-Buyer (Patliputras Transport Compuny,

Dr. Mno lery Account e,
R ——— S—— - Y P r!lrulan ~.
Date Particulara \ Date : - s A/ o - --A"

" oary ’ 9’ “ ) I3 IR O ¢
1.1.2016 'l‘\; Bombay Motor 4,07,260141.12.2016 | By ”)l% po 4'47,’)'0(! 5 A
Wi By Balance ¢/d 3’%!’?‘;
557,260 ' e ., KX 0
el P 0 ) yepreciation Ale —"
1.1.2016  |To Balance Wd 8,03,62631.12.2016 | By (]‘(5’,7';, on 303,160 ) 48
Jy Balance ¢/d 2,73 )7;
1.1.2017 |To Balance b/d T 2,73,172|31.12.2017 By Depreciation A/(' 417
By Balance ¢/d 2'45355
Dr. Bombay Motor Company’s Account 'r
Particulars S
Date Particulars T Date
1.1.2015 |To Bank A/c 37,250(1.1.2015 |By Machinery A/c | 33740
31.12.2015 | To Bank Alc 1,20,000 By Interest A/c 30,000
To Balance /d 2,10,000 =
| 3,67,250 3,687,255
31.12.2016 | To Bank A/c "~ 1,20,000(1.1.2016 |By Balance b/d ,10,
To Balance ¢/d 1,11,000{31.12.2016 | By Interest A/c \2%
2,31,000 &
31.12.2017|To Bank A/c ~1,20,000/1.1.2017 |By Balance b/d - 111,005
31.12.2017 | By Interest A/c 9,000
———— e e —
1,20,000 1,20,000
Dr. Interest Account | Cr.
Date Particulars 3 4 Date Particulars T
31.12.2015 | To Bombay Motor Co. 30,000]31.12.2015 | By Statement of P/L 30,000
S —— ————————
31.12.2016 | To Bombay Motor Co. 21,000(31.12.2016 By Statement of P/L 21,000
31.12.2017 | To Bombay Motor Co. 9,000131.12.2017 | By Statement of P/L 9,000
Dr. Depreciation Account E
Date Particulars X Date Particulars T
31.12.2015 | To Machinery A/c 33,725|31.12.2015 | By Statement of P/L 33,725
31.12.2016 | To Machinery A/c 30,353|31.12.2016 | By Statement of P/L 30,353
31.12.2017 | To Machinery A/c 27,317]31.12.2017 | By Statement of P/L 27,317
In the Books of Vendor (Bombay Motor Company)
Dr. Patliputra Transport Company Cr.
Date Particulars T Date Particulars e
1.1.2015 |To Hire-sales A/c 3,37,250(1.1.2015 |By Bank A/c 1 37,250




y R

f 2 2015 To Interest Al 30,000131.12.2015 |By Bank A/c 1,20,000
g7 | |
| By Balance ¢/d 2,10,000
| 3,67,250 3,67,250
2016 |T° Balance b/d 2,10,000{31.12.2016 By Bank Ac 1,20,000
| 12,0016 To Interestitee 21,0000 |By Balance c/d 1,11,000
3.
2,31,000 2,31,000
12017 |To Balanceleg 1,11,000{31.12.2017 | By Bank A/c 1,20,000
31'12.2017 To Interest A/c 9,000|
1,20,000 1,20,000
—
Dr Interest Account Cr.
—_— ;
Date Particulars ¥ Date Particulars &
51122015 |To Statement of 31.12.2015 | By Patliputra
P&L 30,000 Transport Co. 30,000
31.12.2016 | To Statement of | 31.12.2016 | By Patliputra
P&L 21,000 Transport Co. 21,000 -
31.12.2017 | To Statement of -131.12.2017 | By Patliputra
P&L 2,000 Transport Co. 9,000
Dr. Hire-Sales Account Cr.
Date Particulars ¥ Date Particulars X
31.12.2015 | To Trading A/c 3,37,250{1.1.2015 |By Patliputra 3,37,250
Transport Co.

(B) Additional Interest



