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Effects of Adjustments

Transactions Effects

1.Closing Stock

2. Depreciation on Assets

3. Bad debts

4. Bad debt reserve

5. Preliminary Expenses W/o

6. Goods returned by creditors
not recorded in books

7. Amount transferred to
Reserve

8. Provision for taxation

9.Proposed dividend

10. Corporate Dividend Tax

11. Income Receivable

12. Unpaid expenses

13. Expenses paid in Advance
e.g. Advance payment of tax

14. Fictitious assets written off
e.g. Advertisement Suspense
A/c, Debenture discount etc.

15. Income received in advance

Hidden Adjustments

1.Debenture Interest

2.Debenture Discount
(Redemption date is given in example)

3.Dividend on Preference share capital

4.Interim Dividend




Tax liabilities for last year
Given in TB: 1. Provision for tax last year
2. Advance amount of tax paid for last year
In Adjustment: Tax liability for last year amount is Rs.-----

Calculation: 1. Provision for tax last year (TB) :------------
Less: Actual Tax liability for last year (Adj.):----------
Balance is +--—-  effect: Added inP & LA/cin R &S
Balance is :(-)--- effect: deducted in P &L A/c in R&S
2. Advance amount of tax paid for last year (TB):-------
Less: Actual Tax liability for last year (Adj.):-------
Balance is :0---- No effect
Balance is :(-)--- effect: Unpaid tax last year
-Other CL-B/s



