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SYNOPSIS
Introduction
Meaning of incomplete records
Features of incomplete records
Limitations of incomplete records
Difference between double entry system & 

incomplete records
Accounts from incomplete records
Preparation of final accounts from 

incomplete records
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Introduction
 Maintenance of accounting records as per double entry system is compulsory 

for certain organisations. For example, in India, companies must maintain 

accounting records under double entry system as per Section 128(1) of the 

Indian Companies Act, 2013. Such  organisations must maintain accounts only 

under double entry system. Other organisations  may or may not strictly follow 

the double entry system. Organisations in which double entry system is not 

str ict ly fol lowed, accounting records may be maintained as per the 

requirements and desires of the proprietors and accountants. As the 

accounting records are not prepared in its entirety as under double entry 

system, these records are called incomplete records.
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Double entry system Vs Incomplete 
records 8
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Calculation of profit or loss 11



Steps to be followed for preparing 
profit or loss 12
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Following are the steps to be followed to find out the profit or loss 
when a statement of affairs is prepared:
1. Ascertain the opening capital by preparing a statement of affairs 
at the beginning of the year by taking the opening balances of assets and 
liabilities.
2. Ascertain the closing capital by preparing a statement of affairs at the end of 
the accounting period after making all adjustments such as depreciation, bad 
debts, outstanding and prepaid expenses, outstanding income, interest on 
capital, interest on drawings, etc.
3. Add the amount of drawings (both in cash and/in kind) to the closing capital.
4. Deduct the amount of additional capital introduced, to get adjusted closing 
capital.
5. Ascertain profit or loss by subtracting opening capital from the adjusted 
closing capital.
(a) If adjusted closing capital is more than the opening capital, it denotes profit
(b) If adjusted closing capital is lesser than the opening capital, it denotes loss
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v Adjusted closing capital = Closing capital + 
Drawings – Additional capital

v Closing Capital + Drawings – Additional Capital – 
Opening Capital = Profit/ Loss
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