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Understanding how to record cash transactions accurately is fundamental in accounting. When a
business deposits all its cash except for a specific amount, such as Rs 1000, it is essential to
recognize the proper journal entry to reflect this transaction correctly in the books. This article
provides a comprehensive guide on how to record such a transaction, including detailed
explanations of relevant accounts and steps involved in preparing the journal entry.

---

Introduction to Cash Deposits and Journal Entries

What is Cash Deposit?
A cash deposit refers to the act of placing cash into a bank account or cash box, typically to
safeguard funds or for business operations. It is a common transaction in businesses to maintain
proper cash management.

Importance of Accurate Recording
Recording cash deposits accurately ensures:
- Proper financial statement preparation
- Correct cash flow analysis
- Compliance with accounting standards and regulations
- Clear audit trail for future reference

Scenario: Depositing All Cash Except Rs 1000

Suppose a business has a total cash balance of Rs 50,000. The owner decides to deposit Rs 49,000
into the bank, leaving Rs 1,000 in cash on hand. The key question is: How should this transaction be
recorded in the accounting books?

---

Understanding the Accounts Involved



Cash Account
- Represents the physical currency or cash equivalents held by the business.
- It is an asset account and normally has a debit balance.
- When cash is deposited into the bank, the cash account decreases.

Bank Account
- Represents the account held with the bank.
- It is an asset account, increasing with deposits.

Other Relevant Accounts
- No other accounts are directly impacted unless there are specific reasons (e.g., petty cash, cash
over/short).

---

Step-by-Step Process for Recording the Transaction

Step 1: Determine the Amounts
- Total cash on hand before deposit: Rs 50,000
- Amount deposited into bank: Rs 49,000
- Cash retained in hand: Rs 1,000

Step 2: Identify the Accounts to be Debited and Credited
- Debit: Bank Account (to record deposit)
- Credit: Cash Account (to record cash outflow)

Step 3: Prepare the Journal Entry
The journal entry reflects the movement of cash from the physical cash account to the bank account.

| Date | Particulars | Dr (Rs) | Cr (Rs) |
|---------|--------------------------------|---------|---------|
| [Date] | Bank A/c Dr. | 49,000 | |
| | To Cash A/c | | 49,000 |
| | (Being cash deposited into bank, leaving Rs 1,000 in cash on hand) | | |

This entry indicates that Rs 49,000 has been transferred to the bank, reducing the cash asset and
increasing the bank asset.



---

Alternative Explanation: Handling the Rs 1000 Cash
Left Out

If the Rs 1,000 is physically retained in cash, it remains in the Cash Account, which is still an asset.
The journal entry remains as above for the deposit, with the understanding that Rs 1,000 is still
available as cash on hand.

---

Additional Considerations in Recording Such
Transactions

1. Ensuring Accuracy
- Always verify the total cash in hand before recording the deposit.
- Record the exact amount deposited to prevent discrepancies.

2. Reconciliation
- Regularly reconcile the cash book with bank statements.
- Confirm that the amount deposited matches bank deposit slips.

3. Handling Petty Cash or Cash in Transit
- If the Rs 1000 is intended for a specific purpose or is in transit, additional entries may be
necessary.

4. Use of Cash Book
- Maintain a cash book to record all cash transactions daily.
- The journal entry will eventually be posted to the ledger accounts.

Sample Journal Entries for Similar Transactions

Depositing all cash into bank:1.



Debit Bank Account

Credit Cash Account

Depositing cash with a specific amount left:2.

Debit Bank Account with the deposited amount

Credit Cash Account with the total cash on hand

Cash retained in hand (not deposited): No journal entry required unless it's used for3.
expenses or other transactions.

---

Practical Example

Suppose a business has Rs 50,000 in cash, and the owner deposits Rs 49,000 into the bank, leaving
Rs 1,000 cash in hand.

Initial Cash on Hand: Rs 50,000

Bank Deposit: Rs 49,000

Remaining Cash in Hand: Rs 1,000

Journal Entry:

| Date | Particulars | Dr (Rs) | Cr (Rs) |
|---------|--------------------------------|---------|---------|
| [Date] | Bank A/c Dr. | 49,000 | |
| | To Cash A/c | | 49,000 |
| (Being Rs 49,000 deposited into bank, Rs 1,000 retained in cash) | | |

Post-Transaction Balances:

- Cash Account: Rs 1,000 (cash in hand)
- Bank Account: Rs 49,000 (bank balance increased)

---



Conclusion

Recording a transaction where all cash except Rs 1000 is deposited into the bank involves
straightforward accounting principles. The key is to accurately identify the accounts
affected—primarily the Cash and Bank accounts—and to record the movement with a proper journal
entry. This ensures that the financial records accurately reflect the company's cash position, aids in
effective cash management, and maintains compliance with accounting standards.

By following the step-by-step process outlined above, accountants and business owners can
confidently record such transactions, ensuring transparency and accuracy in their financial
reporting. Proper documentation, reconciliation, and adherence to accounting best practices are
essential for maintaining the integrity of financial data and facilitating smooth audits and financial
analyses.

Frequently Asked Questions

What is the journal entry for depositing all cash except Rs
1000?
The journal entry involves debiting the cash account with the total amount deposited and crediting
the cash account with Rs 1000 remaining, effectively transferring the deposited amount to the bank
account while keeping Rs 1000 as cash in hand.

How do you record depositing all cash except Rs 1000 in
accounting?
You record a debit to the bank account for the amount deposited and a credit to the cash account for
the same amount, with the remaining Rs 1000 still recorded in the cash account.

What is the typical journal entry when depositing all cash
except Rs 1000?
The typical journal entry is: Debit Bank Account, Rs (total cash - Rs 1000); Credit Cash Account, Rs
(total cash - Rs 1000); and keep Rs 1000 in cash as a separate balance.

Why is Rs 1000 kept aside when depositing all cash?
Rs 1000 is kept aside as cash in hand for petty expenses or personal use, and the remaining amount
is deposited in the bank account.

How does the journal entry reflect the cash remaining in
hand?
The journal entry credits the cash account with Rs 1000, indicating that this amount remains in
hand, while the rest is transferred to the bank account.



Is there a specific format for recording this type of deposit in
the journal?
Yes, the format includes debiting the bank account for the deposited amount and crediting the cash
account for the same amount, while noting the cash remaining in hand separately if necessary.

Can you provide a sample journal entry for depositing all cash
except Rs 1000?
Certainly. For example: Debit Bank Account Rs 50,000; Credit Cash Account Rs 49,000; and note Rs
1000 remaining in cash in hand.

Additional Resources
Deposited All Cash Except Rs 1000: Journal Entry

In the realm of accounting and financial record-keeping, understanding how to accurately record
cash transactions is fundamental. One common scenario faced by traders, business owners, or
financial managers involves depositing all cash received into the bank except for a specific amount
retained for various reasons—such as petty cash, petty expenses, or personal use. A typical example
of this is depositing all cash except Rs 1000, which might be kept aside as petty cash or for other
purposes.

This comprehensive review delves into the concept, journal entries, accounting principles, and
practical implications of such transactions, ensuring clarity for accountants, students, and business
owners alike.

---

Understanding the Scenario: Depositing All Cash
Except Rs 1000

Before jumping into journal entries, it’s essential to understand the context and rationale behind
such transactions.

What does "Deposited All Cash Except Rs 1000" mean?

This phrase indicates that a business or individual has accumulated cash receipts—cash collected
from sales, services, or other sources—and has decided to deposit all of it into the bank account,
except for Rs 1000, which is kept aside.

Common reasons include:

- Petty Cash Fund: Rs 1000 might be maintained as petty cash for day-to-day minor expenses.
- Cash Retained for Personal Use: The owner might retain Rs 1000 for personal purposes.



- Reserve or Emergency Funds: Rs 1000 kept aside as a contingency reserve.
- Regulatory or Operational Requirements: Sometimes, certain cash thresholds are maintained to
meet compliance or operational needs.

Key Components Involved

1. Cash Account (or Cash in Hand): Represents the physical cash on hand.
2. Bank Account: The account where cash is deposited.
3. Petty Cash or Retained Cash: The Rs 1000 kept aside for specific purposes.

---

Accounting Principles Involved

Understanding the accounting treatment requires familiarity with some fundamental principles:

- Accrual vs. Cash Basis: In cash basis accounting, transactions are recorded when cash is received
or paid. Here, we focus on cash receipt and deposit.
- Matching Principle: Ensures expenses and revenues are recorded in the correct period; not directly
impacted in this scenario but relevant for overall accounting.
- Conservatism: Recognizing cash retained rather than deposited aligns with cautious accounting.

---

Journal Entry for Depositing All Cash Except Rs 1000

Step-by-Step Breakdown

Suppose a business has received total cash of Rs 50,000 during the day. The owner decides to
deposit Rs 49,000 into the bank, while Rs 1000 is kept aside.

Initial assumptions:

- Total cash received: Rs 50,000
- Cash kept aside: Rs 1000
- Cash deposited: Rs 49,000

Step 1: Record the receipt of cash (if not yet recorded)

When cash is received, the initial entry is:

```
Cash A/c Dr. Rs 50,000
To Sales A/c / Other Revenue A/c Rs 50,000
```



This step records the receipt of cash from sales or other sources.

Step 2: Record the deposit into the bank

The core transaction involves transferring Rs 49,000 from cash to bank:

```
Bank A/c Dr. Rs 49,000
To Cash A/c Rs 49,000
```

This reduces the cash on hand and increases bank balance accordingly.

Step 3: Record the cash retained (Rs 1000)

Since Rs 1000 is kept aside, it remains in the cash account but is not deposited. It's important to
record this explicitly if the cash on hand is being tracked separately.

Option 1: Keep in Cash Account

- No further journal entry is necessary, as the cash account still reflects total cash received.

Option 2: Use a separate account for petty cash or retained cash

- Create a "Petty Cash" or "Cash Retained" account to track this Rs 1000 separately.

Example:

```
Cash in Hand A/c Dr. Rs 50,000
To Sales A/c Rs 50,000
```

Then, transfer Rs 49,000 to bank:

```
Bank A/c Dr. Rs 49,000
To Cash in Hand A/c Rs 49,000
```

And, maintain Rs 1000 as petty cash:

```
Petty Cash A/c Dr. Rs 1000
To Cash in Hand A/c Rs 1000
```

This way, the cash in hand reduces by Rs 50,000, with Rs 49,000 deposited into bank and Rs 1000
retained as petty cash.

---



Practical Example: Full Journal Entries

Suppose the total cash received during the day is Rs 60,000, and Rs 1000 is retained while the rest
is deposited.

Scenario:

- Total cash received: Rs 60,000
- Cash kept aside (petty cash): Rs 1000
- Cash deposited to bank: Rs 59,000

Journal Entries:

1. When cash is received:

```
Cash A/c Dr. Rs 60,000
To Sales A/c / Revenue A/c Rs 60,000
```

2. Depositing Rs 59,000 into the bank:

```
Bank A/c Dr. Rs 59,000
To Cash A/c Rs 59,000
```

3. Retaining Rs 1000 as petty cash:

- Option A (using an account for petty cash):

```
Petty Cash A/c Dr. Rs 1000
To Cash A/c Rs 1000
```

- Adjust the cash account:

```
Cash A/c Dr. Rs 60,000
To Sales A/c Rs 60,000
```

- After the bank deposit:

```
Bank A/c Dr. Rs 59,000
To Cash A/c Rs 59,000
```



- The remaining Rs 1000 is kept as petty cash, which is recorded separately.

Alternative approach:

If the business prefers not to create a separate petty cash account, it can directly record the cash
received and deposit, noting that Rs 1000 is retained outside the bank deposit.

---

Implications of the Journal Entry

Understanding the effects of these journal entries helps in accurate financial reporting:

- Bank Balance Increase: Rs 49,000 (or Rs 59,000 in the example) increases.
- Cash in Hand Decreases: Rs 49,000 (or Rs 59,000) decreases, reflecting the deposit.
- Cash Retained: Rs 1000 remains un-deposited, typically recorded separately.
- Revenue Recognition: Sales or other income are recognized when earned, not when cash is
received, but the receipt is recorded in cash account.

---

Accounting for Petty Cash or Cash Retained

If Rs 1000 is kept aside as petty cash, it's crucial to track it properly:

- Create a Petty Cash Fund: Maintain a separate account.
- Record initial setup and replenishment: Periodically, petty cash expenses are recorded, and the
petty cash fund is replenished via journal entries.
- Reconciliation: Regularly reconcile petty cash to ensure accuracy.

Sample entry when replenishing petty cash:

Suppose Rs 200 worth of expenses are paid from petty cash:

```
Petty Cash A/c Dr. Rs 200
To Cash/Bank A/c Rs 200
```

---

Tax and Compliance Considerations

When depositing cash, especially large sums, businesses should be mindful of:



- Tax Regulations: Deposits exceeding certain thresholds may require reporting to tax authorities.
- Banking Regulations: Banks may have reporting requirements for cash deposits above specific
limits.
- Documentation: Maintain proper receipts and records to justify cash deposits and retained cash.

---

Common Mistakes and How to Avoid Them

1. Not recording the retained cash separately: Always track Rs 1000 or any amount kept aside to
avoid discrepancies.

2. Mixing cash received with petty cash: Maintain clear records to differentiate between cash
deposited and cash retained.

3. Omitting bank deposits in journal entries: Ensure that the deposit transactions are properly
recorded with corresponding bank entries.

4. Ignoring reconciliation: Regularly reconcile cash and petty cash accounts to ensure accuracy.

---

Conclusion: Best Practices for Recording Deposits and
Retained Cash

- Always record the receipt of cash with appropriate journal entries.
- When depositing all cash except Rs 1000, ensure the deposit amount is accurately reflected in the
bank account.
- Maintain separate records for petty cash or cash retained outside the bank.
- Use clear, consistent accounting entries to avoid confusion.
- Stay compliant with regulatory requirements regarding cash deposits and reporting.

By following these principles, businesses can ensure their financial records are accurate,
transparent, and compliant with applicable standards and regulations.

---

In summary, the journal entry for depositing all cash except Rs 1000 involves recording the receipt
of cash, transferring the deposited amount to the bank, and appropriately noting the cash retained.
Proper documentation and accounting practices are vital to maintain clarity and accuracy in
financial statements.
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