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Necessity and Importance: A cash book is a book of accounts in which all the details of cash receipts and payments are
recorded in detail. Each page of the cash book is divided into two parts.
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Entry in case of receipt

Right side and left side. In case of receipt of cash, the entry is made in the left side (left hand side). This side is also called
(receipt side).
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Payment of money

In the case of payment of money, the entry is made on the right side (right hand side). This side is also called (payment side).
Cash book is also called cash book. A prominent feature of cash book is that it is not only used as a daily journal but also
serves as a cash register (ledger).
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Ledger

As mentioned above, the cash book has two sides (receipt side) and (payment side) and thus its layout is more similar to a
register account, i.e. a ledger, than a journal.
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Debit Balance

A typical cash book is as follows. It is interesting to note that the cash book always shows a debit balance. This is because
all the receipts (receipts) of the cash book are recorded on the left hand side.
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Payments

Similarly, payments are recorded on the right side (right-hand side). Since it is impossible for payments to exceed the amount
received, the cash book is balanced.
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Types of Cash Book

e There are three types of cash book

¢ Simple Cash Book

¢ Two Column Cash Book

¢ Three Column Cash Book
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Simple cashback

It is one in which there is only one column on the left and one on the right for entering amounts. The left-hand column
records cash receipts while the right-hand column records payments.
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Two-column cash book

A cash book is one in which there are two columns instead of one on each side for recording the amount. One is used for
recording the usual cash receipts or payments. But the second additional column is used for recording discounts (discounts).
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Cash Discount

The full name of this lie is cash discount. When a merchant pays the required amount to another firm before the due date,
such firm gives the merchant a discount on the required amount in return for this early payment and similarly the merchant
also gives a discount to his customers for early payment.
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Writing

Discount receipts are recorded on the right hand side of the credit side i.e. on the right hand side of the cash book. Discount
payments are recorded on the left hand side (debit side) i.e. on the left hand side of the cash book. The following example is
given to illustrate a two column cash book.
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Example number 3

¢ Write a two column cash book from the following transactions January 2018
e CashinhandRs. 12,750

¢ Rustam Brothers received a discount of R s. 3,950

¢ Goods purchased for R's. 15,000

e -Received from Hameed & Co. R s. 6,900 discount allowed

e Cash saleRs. 5,000

e Payment of R s. 3,000 to Saleem Trading & Co.

¢ Received R s. 13,890 discount from Rahim

+ Payed wages R s. 700 and vehicle R s. 250 Purchased machinery for cash R s. 15,000
» Sahar Tax of Accounting (1,349) for Intermediate

¢ Rent paid Rs. 15,000

Related account

Whatever entry is made in the cash book is later transferred to its respective account in the ledger. And the balances of the
discounts on both sides of the cash book are entered in the discount account in the ledger in such a way that the balance of
the discount column on the debit side of the cash book is debited to the discount account and the balance of the discount
column on the debit side is credited to the discount account. More details on this will be given in the next lesson.
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