	GRADE 10


	LESSON
40


	GENERAL JOURNAL 
Interest on overdue debtors
Interest on overdue creditors 




	WORKSHEET 1



	Interest on overdue debtors





	EXAMPLE 1


REQUIRED

Charge the overdue account of G. Scoop, R400, with 12% interest per annum for three months.  Show the following in the books of Zizi Traders.
· Show the transactions in the General Journal

· Post to the General Ledger accounts

· Post to the Debtors Ledger accounts
· Show the effect on the accounting equation
ANSWER
GENERAL JOURNAL OF ZIZI TRADERS
	
	
	DEBIT
	CREDIT
	Debtors Control
	Creditors Control

	
	
	
	
	debit
	credit
	debit
	credit

	31
	G Scoop
	12
	
	12
	
	
	

	
	   Interest on overdue debtors
	
	12
	
	
	
	

	
	Interest on overdue account at 12% p.a. for three months 
	
	
	
	
	
	

	
	
	
	
	
	
	
	


                                   GENERAL LEDGER OF ZIZI TRADERS
DEBTORS CONTROL

	Jan 
	1
	Balance 
	b/d
	200 000
	
	
	
	
	

	
	31
	Journal debits
	GJ
	   12
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	


INTEREST ON OVERDUE DEBTORS

	
	
	
	
	
	Jan 
	31
	G Scoop
	GJ
	12

	
	
	
	
	
	
	
	
	
	


DEBTORS LEDGER OF ZIZI TRADERS
                                                                     G Scoop                                                   DI

	Date 
	Details 
	Fol 
	Debit 
	Credit 
	Balance 

	Jan 
	1
	Account rendered
	
	
	
	400

	
	31
	Journal 
	GJ
	12
	
	412

	
	
	
	
	
	
	


Show the effect on the accounting equation

	Account debit
	Account credit
	Accounting equation 

	
	
	A
	OE
	L

	Debtors 
	Interest on overdue debtors
	+12
	+12
	

	
	(income account)
	
	
	



REQUIRED

Charge the overdue account of B Baloyi, R1 200, with 2,5% interest per month for 3 months.
· Show the transactions in the General Journal

· Post to the General Ledger accounts

· Post to the Debtors Ledger accounts
· Show the effect on the accounting equation
ANSWER
GENERAL JOURNAL OF ZIZI TRADERS

	
	
	DEBIT
	CREDIT
	Debtors Control
	Creditors Control

	
	
	
	
	debit
	credit
	debit
	credit

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	


                                   GENERAL LEDGER OF ZIZI TRADERS

DEBTORS CONTROL

	Jan 
	1
	Balance 
	b/d
	200 000
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	


INTEREST ON OVERDUE DEBTORS

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	


DEBTORS LEDGER OF ZIZI TRADERS

                                                                       B Baloyi                                              D2

	Date 
	Details 
	Fol 
	Debit 
	Credit 
	Balance 

	Mar 
	1
	Account rendered
	
	
	
	1 200

	
	
	
	
	
	
	

	
	
	
	
	
	
	


Show the effect on the accounting equation

	Account debit
	Account credit
	Accounting equation 

	
	
	A
	OE
	L

	
	
	
	
	

	
	
	
	
	


	WORKSHEET 2




	Interest on overdue creditors 




	EXAMPLE 2


REQUIRED

Bon Distributors (a creditor) charged the business’s overdue account with 18% interest per annum for four months. The business owes R10 200 to Bon Distributors.

Show the following in the books of Zizi Traders.
· Show the transactions in the General Journal

· Post to the General Ledger accounts

· Post to the Creditors Ledger account
        GENERAL JOURNAL OF ZIZI TRADERS

	
	
	DEBIT
	CREDIT
	Debtors Control
	Creditors Control

	
	
	
	
	debit
	credit
	debit
	credit

	
	Interest on overdue creditors
	612
	
	
	
	
	

	
	      Bon Distributors
	
	612
	
	
	
	612

	
	Interest charged on overdue account at 18% p.a. 
	
	
	
	
	
	


                                                  GENERAL LEDGER OF ZIZI TRADERS

CREDITORS CONTROL
	
	
	
	
	
	Mar 
	1
	Balance 
	b/d
	300 000

	
	
	
	
	
	
	31
	Journal credits
	GJ
	612

	
	
	
	
	
	
	
	
	
	


INTEREST ON OVERDUE CREDITORS

	Mar 
	31
	Bon Distributors
	GJ
	612
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	


CREDITORS LEDGER OF ZIZI TRADERS

                                                                Bon Distributors                                        CI

	Date 
	Details 
	Fol 
	Debit 
	Credit 
	Balance 

	Mar 
	1
	Account rendered
	
	
	
	10 200

	
	
	Journal 
	GJ
	
	612
	10 812



REQUIRED

The business owes ZX Distributors R2 000.  R1 000 is overdue for three months.  
ZX Distributors charged the business 3% interest per month on the overdue amount.

Show the following in the books of Zizi Traders.
· Show the transactions in the General Journal

· Post to the General Ledger accounts

· Post to the Creditors Ledger account

ANSWER

        GENERAL JOURNAL OF ZIZI TRADERS

	
	
	DEBIT
	CREDIT
	Debtors Control
	Creditors Control

	
	
	
	
	debit
	credit
	debit
	credit

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	


                                                 GENERAL LEDGER OF ZIZI TRADERS

CREDITORS CONTROL
	
	
	
	
	
	Mar 
	1
	Balance 
	b/d
	300 000

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	


INTEREST ON OVERDUE CREDITORS

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	


CREDITORS LEDGER OF ZIZI TRADERS

                                                                 ZX Distributors                                        C2

	Date 
	Details 
	Fol 
	Debit 
	Credit 
	Balance 

	Mar 
	1
	Account rendered
	
	
	
	2 000

	
	
	
	
	
	
	

	
	
	
	
	
	
	


Show the effect on the accounting equation

	Account debit
	Account credit
	Accounting equation 

	
	
	A
	OE
	L

	
	
	
	
	

	
	
	
	
	


	ANSWERS

 
	40


	ACTIVITY 1


GENERAL JOURNAL OF ZIZI TRADERS

	
	
	DEBIT
	CREDIT
	Debtors Control
	Creditors Control

	
	
	
	
	debit
	credit
	debit
	credit

	31
	B Baloyi
	90
	
	90
	
	
	

	
	   Interest on overdue debtors
	
	90
	
	
	
	

	
	Interest on overdue account at 2,5% p.m.  for three months 
	
	
	
	
	
	

	
	
	
	
	
	
	
	


                                   GENERAL LEDGER OF ZIZI TRADERS

DEBTORS CONTROL

	Jan 
	1
	Balance 
	b/d
	200 000
	
	
	
	
	

	
	31
	Journal debits
	GJ
	90
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	


INTEREST ON OVERDUE DEBTORS

	
	
	
	
	
	Jan 
	31
	B Baloyi 
	GJ
	90

	
	
	
	
	
	
	
	
	
	


DEBTORS LEDGER OF ZIZI TRADERS

                                                                       B Baloyi                                              D2

	Date 
	Details 
	Fol 
	Debit 
	Credit 
	Balance 

	Mar 
	1
	Account rendered
	
	
	
	1 200

	
	31
	Journal 
	GJ
	90
	
	1 290

	
	
	
	
	
	
	


Show the effect on the accounting equation

	Account debit
	Account credit
	Accounting equation 

	
	
	A
	OE
	L

	Debtors 
	Interest on overdue debtors
	+90
	+90
	

	
	
	
	
	


	ACTIVITY 2


        GENERAL JOURNAL OF ZIZI TRADERS

	
	
	DEBIT
	CREDIT
	Debtors Control
	Creditors Control

	
	
	
	
	debit
	credit
	debit
	credit

	
	Interest on overdue creditors
	90
	
	
	
	
	

	
	       ZX Distributors
	
	90
	
	
	
	90

	
	Interest charged on overdue account at 3% interest p.m.
	
	
	
	
	
	


                                              GENERAL LEDGER OF ZIZI TRADERS

CREDITORS CONTROL
	
	
	
	
	
	Mar 
	1
	Balance 
	b/d
	300 000

	
	
	
	
	
	
	31
	Journal credits
	GJ
	90

	
	
	
	
	
	
	
	
	
	


INTEREST ON OVERDUE CREDITORS

	Mar 
	31
	ZX Distributors
	GJ
	90
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	


CREDITORS LEDGER OF ZIZI TRADERS

                                                                 ZX Distributors                                        C2

	Date 
	Details 
	Fol 
	Debit 
	Credit 
	Balance 

	Mar 
	1
	Account rendered
	
	
	
	2 000

	
	31
	Journal 
	GJ
	
	90
	2 090


Show the effect on the accounting equation

	Account debit
	Account credit
	Accounting equation 

	
	
	A
	OE
	L

	Interest on overdue creditors
	Creditors 
	
	+90
	+90

	
	
	
	
	





Interest on overdue debtors / Interest income 








If trading stock is sold on credit to a debtor, the business would want to receive payment as soon as possible from the debtor.  The business needs the cash to buy goods and pay operating expenses.





The business needs the payments from the debtors as soon as possible – within 30 to 60 days.  Each business has its own credit terms. 








It may happen that a debtor does not pay his account regularly.  After a certain period of time, the business charges interest on the debtor’s account.








Interest charged on an overdue debtor is usually done at a fixed interest rate per annum for a certain period of time.








When the debtor pays his account, he must pay the original amount owing as well as the interest charged.











Activity 1








It may happen that the business buys on credit from another business/supplier and does not pay the account for a certain period of time.





The supplier/creditor will charge interest on the business account. 





The interest is calculated according to a fixed rate within a specific period. 





If the business pays its debt, the original amount plus the interest must be paid.





The longer time a business has to pay its creditors, the better for the business, to avoid cash flow problems





Activity 2








PAGE  
2
40 - Accounting Grade 10

