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Accounts Circular # 22

Subject: Accountmg for reversal/ write back of provision, writing off the

debtors and ‘creation of additional  provision for bad & doubtful
debts...reg - ‘

As per the accountmg pohcy no. 31- of the Corporatlon “The prowsron for
bad & doubtful debts is made whenever the debtors/loans & advances are
considered doubtful of recovery

As per internal guldelmes of the Corporatlon the provision for bad &,
doubtful.debts is to be; created whenever the recovery of debts becomes
doubtful. However, in ease of public debts/Govt /Cooperative dep031tors
the provision for bad &, doubtful debts is to be necessarrly created where
the debt becomes due more than 5 years and in case of private deposrcors

the provision is necessarlly is to be created where the debt becomes due.
more than 3 years : : .

-

For reversal/write back of provision, writing off the debtors and creation of
additional provision for bad & doubtfui debts followmg accountmg system
shall be foliowed: :

a) As already mentloned in Circular No. 5, “If there is any amount to be
written back of earher recognized provision and a provision for thé same
item is also being recogmzed in the current financial year, the write back:
should be first adjusted in arriving at the amount of provision to be .
created in the current year i.e. the net amount after adjustment of write
back should be charged to the Statement of Profit & Loss”.

Accordingly, amount credlted in “31401 Excess: Prov Written Back” shal!
be first adjusted against ‘provision for bad & doubtful debts” to be
created in the current year and the net amount of provision required to
be created after adjustment 18 to be charged to the Statement of Proﬁt &
Loss. -

b} In case provision to be created: durmg the current year is less than the
provision to be written back for the eariier years or where no provision is
required to be created during the current year, the provision to be written
back is to be credited to the statement. of Profit & Loss Account ie. the
balance of 31401 Excess Prov. Written Back shall not be transferred to
Corporate office as requ1red earlier. '

Corporate Office: Warehousmg Bhawan, 4/1, Siri Inst1tutzonal Area, August
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3) The above can be un_dérstob"d with the help of following examples:

Case

Date

Particulars

Amount

1.

'10.04.2018

Amount Received from Debtors
against which provision was
already made last year.

10,00,000/-

110.05.2018

Bill raised in earlier year is to be
reversed due to the policy
decision taken iIn ?curreﬁt year
corresponding debtors and
provision to be reversed.

5,00,000/ -

110.06.2018

Bill raised in earlier years with

excess amount due to error or

omission of past period is
reversed and  corresponding
provision also to be reversed.

3,00,000/ -

10.07.2018

Actual debtor written off with the
approval of competent authority
and corresponding provision also
to be reversed. . | .

"2,00,000/-

31.03.2010

Provision required to be created
for current year.

Case-A

Case-B

Case-C

50,00,000/-
20,00,000/-
10,00,000/-

CASE 1 Reversal of provision due to payment received from debtors on

10 04.2018.
Ajc Code Ledger Name ' Debit Credit
- Dr. | Bank , . . 10,00,000/-
Cr. | Sundry. Debtors ({Party A 10,00,000/ -
| | wise)
Being amount received from debtors
{Ajc Code |  Ledger Name . Debit Credit
10751 | Bad & Doubtful Debts- 1 10,00,000/-
" Reserve Made
| {Party wise) - '
31401 | Excess Liab./Prov. 10,00,000/ -
‘ | Written Back
Bemg concerned provision reversed

CABE-2 Income reve;éal due to policy decisio:il. Entry on 10.05.2018



Debit

A/c Code Ledger Name ‘ " Credit
Dr. Concerned Income 5,00,000/- | o
Cr Sundry Debtors (Party : : 5,00,000/:
wise) L '
Being concerned debtjors reversed.
A/c Code Ledger Name . Debit Credit
10751 | Bad & Doubtful Debts- 5,00,000/-
Reserve Made | :
(Party wise} . :
31401 | Excess .Liab./Prov. 5,00,000/-
Written Back . - :

Being concemed prov131on reversed

CASE-3 Income reversal due to error or omission of past period. Entry on

10.6.2018
A/c Code Ledger:Name ~ Dehit Credit
Dr. Prior Period Income 3,00,000/- L
Cr Sundry Debtors {Party - 3,00,000/-
wise) : o
Being concerned debtors reversed.
A/c Code Ledger Name . Debit Credit .
10751 | Bad & Doubtful Debts- 3,00,000/-
Reserve Made '
(Party wise) ‘ |
31401 | Excess - Liab./Prov. 3,00,000/ -
Written Back '
Being concerned provision reversed.
CASE-4 Debtors written off. Entry on 10.07. 2018
i) Following entry shall be passed for writing off the debtor. ‘
A/c Ledger Name Debit Credit
Cod : '
. IR
42000 | Bad Debts Written Off 2,00,000/- . ,
Sundry Debtors (Party - 2,00,000/-
wise).
Being debtors written Eoff

]Followmg entry shall ‘be passed for reversal of the prov1s10n for bad &
doubtful debts :

Afc Lcdger Name Debit © - Credlt
Cod - SET o |
€ ﬁ 1 B .-
10751 | Bad & :Doubtful Debts- 2,00,000
Reserve Made .
(Party wise) . '
31401 | Excess Liab./Prov. ertten 2,00,000/-
Back o
Being concerned provision reversed.

CASE-5 Creation of Prov1s;on
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Case-A Provision xfe'qu'ired Rs.50,00,000/ -

" Excess liability/ provision written, back

Sl Particulars Amount
No. . : : :
1. Provision required : 1 50,00,000/-
2. Less: Excess provision written back 20,00,000/ -
o 10.04.2018 10,00 OOO/ |
10.05.2018 5,00,000/ -
10.06.2018 3,00,000/-
10.07.2018 2,00,000/-
3. Net additional provision. required 30,00,000/ -
Entry of additional provision:
A/cCode |  Ledger Name Debit Credit
31401 Excess Liab./Prov. 20,00,000/-
: ‘Written Back
44000 ‘Bad & doubtful debts- 30,00,000/-
- . | provision '
10751 | Bad & Doubtful Debts- 50,00,000/-
- Provision Made
(Party wise}
Case-B Provision required Rs.20,00,000/-
Excess liability/ provision written back
.Sl.." | Particulars Amount
No. ' |
1 Provision required 20,00,000/ -
2. Less: Excess provision written back 20,00,000/-
10.04.2018 10,00,000/-
10.05.2018 5,00,000/-
.10.06.2018 3,00,000/-
10.07.2018 ° 2,00,000/- -
3. Net additional provision required | NIL
© Entry of additional provision:
A/c Code . Ledger Name .Debit Credit
- 31401 Excess Liab./Prov. 20,00,000/-
: C Written Back :
10751 Bad & Doubtful Debts- 20,00,000/-
Reserve Made '
(Party wise)
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Case-C Provision' requiréed Rs.10,00,000/-

Excess liability /prov131on written back

Sl. | Particulars ; ' | Amount
No.
1 Provision required. ~110,00,000/-
2. Less: Excess provision written back 20,00,000/--
10.04.2018 10,00,000/-
10.05.2018 5,00,000/ -
10.06.2018 © 3,00 ,000/-
10.07.2018 . - 2,00,000/-
3. | Net additional prov1S1on required NIL

Entry of additional prov1sron:

A/c Code Ledger Name , Debit Credit
31401 Excess Liab./Prov. 10,00,000/-
Written Back '
10751 Bad & Doubtful Debts- ‘ ‘ 10,00,000/ -
Reserve Made : : '
{(Party wise}

Note: Therefore their shall be Rs.10,00,000/- balance in head “31401 Excess
Prov. Written Back”(This balance is to be retained in books and shall not be
transferred to CO.) -

The above guidelines are effective w.e.f 01.04.2018.

The Circular may be brought to the notice of all. concerned and be. scrupulously
~ followed. '

TMsmmméwuhUwamﬁm@hﬁGGMw&m;

. Manager{Corp. A/cs)
Distribution to:
1. All Regional Managers of CWC.
2. All AGMs/Managers/: (Sr.) Asstt. Managers in- charge of the Fmance
Accounts & Internal Audlt Wings of all ROs of CWC
Copies for information to::

1. All HODs at CWC, Corporate Office, New Delhi. :

2. All DGM/AGMS/Managers/(Sr) Asstt, Managers/Accountants in
Finance, Accounts & Internal Audlt Cadre at CWC, Corporate Ofﬁce New
Delhi.

PPS to Managing Drrector CWC, CQO, New Delh

SAM to Director (Fin), CWC, CO, New Delhi.

PPS to GGM (F&A], CWC, Corp, Office, New Delhi,

PS to GM (Systems), CWC, CO, New Delhi with a request to place thlS
Circular on CWC S Web51te -—71’-8 .
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