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UMMARY OF ADJUSTMENTS )
SNo.| Nature of Adjustment | Name of the secomms Balance Sheet
S to be recorded
1 | Closing Stock InTrading a/c on credit side Assets side
2‘ O“tsm“dngxpenses Add to concemned expenses either | Liabilities side.
in Trading or in Profit & Loss A/c.
3 | Pre-paid Expenses - Deduct from concerned expenses | Assetsside
' ' either in Trading orin P& Laccount
4 | Accrued Income or Addto concerned income inP&L | Assets side
Income receivable on credit side.
5 | Incomereceivedin Deduct from concerned income | Liabilities side
Advance on credit side of P&L account
6 | Depreciation provided Profit & Loss a/c Debit side Deduct depreciation
from concerned asset
value on assets side
7 |(a) Bad débts given 'onl-y Debit side of P&L a/ch | Deduct from Debtors
inadjustments | ol R onassetsside-
(b) Baddebtsgivenin | Total bad debts (trial balance + | Deduct the bad debts
; trial balanceandin - |adjustmentamount)ondebitside | given in adjustments
adjustments inProfit&Lossa/c . . from debtors on assets
gl R |side
8 1@ Reserve for Bad  |P&L alcondebitside Deduct the provision
" Debts ¥ for bad and doubtful
debts from sundry
debto;s on assets side
/ :flthe 33{“3‘}[‘“"“: alr)nc;unt is mfl:e Adjustment amount
. , an the Trial balance, the
(®) Rcservf for Bad difference amount to be recorded should be deducted
Debtsgivenintrial |3 pgT, Account on debit side.If | TOM debtors on assets
z balanceandalsoin | the Trial balance amountismore | Side.
adjustments than the adjustment amount, the
difference amount appcars on
‘ credit side of Profit & Loss a/c.




() Ifthebaddebtsand | Calculate the reserve forbad and | Deduct the bad debtg
reserve for bad debts | doubtful debts on sundry debtors | and reserve for baq

aregiveninthe | aflerdeductingthe bad debts given | debts from debtors o
adjustments ° in adjustments and record it in | assets side.
' Profit & Loss a/c on debit side.
9 | Interest on Capital Profit & Lossa/c ondebit side | Add to capital on the |
: liabilities side
10 | Interest on drawings Profit & Loss a/c on credit side | Deduct from capital on
e liabilities side

ACCOUNTING TREATMENT TO THL ADJUSTMENTS GIVEN
IN TRAIL BALANCE

Closing stock: to be recorded on assets side of balance sheet only.
Outstanding expenses (Liability): Liabilities side of balance sheet.
Prepaid expenses (Assets): Assets side of balance sheet,

Accrued Income (Asset): Assets side of balance shcet.

Income rgceived inadvance (Liability): Liabilities side of balance sheet. .
Depmiation (Loss): Profit & Loss a/c on debit side,

Interest on capital (Expense): Profit & Lossa/c ondebit side

Interest on drawings (Income): Profit & Loss a/c on credit side,

The following illustrations explain the accounting treatment to the above stated adi
ljustments,
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