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C/m:'s* 11+ Accountancy - Chapter 1 aGay
Chapter 1 i
lon-to
“Accounting
C i i i i -2%1.CB -

B Chapter MaAp (k = asked often in school and annual exams)

Meaning, process % % Users, information % %
— identify, measure, record, communicate internal, external; branches —
= Accounting S
- Qualitative characteristics % % Basic ferms % % %
eliable, relevant, understandable, comparabl assets, liabilities, capital, revenue
. . . AA"
seq

€ — D-NEading odLacK = expLanation

fully solved (p. 5-31) = high-frequency exam fopic

3. Important exam questions, fully solved (p. 8-9) 0 = mark the examiner gives for that point

4 Quick-Teference sheet (p. T); practice A-G, 20 FICT5, 6 AR, _— )
% Exawm tip: This chapter is the vocabulary of the whole

answers, summary (p 10-13)

subject. Exams ask 1-mark definitions (asset, capital, drawings,

“qualitative characteristics”, and a 4-6 mark “classify the

items” question.

Understanding Ill, IV Q2, V Q10) are corrected with a note.
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I.l Meaning of accounting; 1.2 accounting as a source of

information %k

|| year | definition

| AICPA | the art of recording, classifying and summarising, in | identify ]_[ IS ]_[ record ]_[wmm”"icah"l

L] 1941 money, transactions and events of a financial

character, and interpreting the results

AAA the process of identifying, measuring and

1966 communicaﬁng economic information to permit
— informed judgements and decisions by users 1 internal users external users —
N ’IA:?BO pro:uflgg quanhi’ahi'lv:, r.nt'JmLy financial, information 1 owners, chief investors (present and potential), —
— useiu. Tor economic dectsions — executive, finance lenders (banks, debenture holders), _
— Accounting is the process of identifying, measuring, recording ' officer, managers, suppliers and creditors, customers, S

i o ) ; supervisors, government and tax authorities,

and communlcuhng the required information relating to the

— —| employees requlators (RoC, SEBI, RBI), unions, I

economic events of an organisation to the inferested users. i ’
- M | social groups, competitors -

Economic events: happenings of consequence measurable in money.
user wants to know I

External events involve outfsiders (sale fo customers, purchase

— [ fromsupptiers, Tentpaid); intermat events stay inside {stores investors risk and return on investment —

issuing materials to the factory). lenders creditworthiness; ability to repay loans and
|| step meaning | | interest
|| identification | deciding which events are financial and should suppliers whether dues il be paid; continued existence
be recorded (a sale yes; appointment of a customers continued supply and after-sales service
B manager no) B employees, stability, profitability, pay and bonus
— measurement | quantifying in money (X); what cannot be ] unions —
- measured in money is not recorded — government taxes (GST, income tax), compliance TR
|| recording entfering in the books in chronological order | | management costs, profitability; planning, control,
|| communication | reports to users at the right time, in the right | | decisions
form

Useful information helps economic decisions, predicts cash flows,

History: Babylonia and Eqypt (clay fablets, about 4000 BC); Jjudges mqnugemeni"s use of resources, and discloses assumptions

* Exam tip: A i i tions in tw
debito (owed), "credit" from credo (frust). pi Answer ‘users: quesTions in Two groups

(internal and external) and give one need for each user; that I
earns full marks.
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1.2.] Qualitative characteristics; 1.3 objectives; 1.9 role %%

. [y [y

wnting
Y4

| | branch purpose — 1. Maintain records of dll business transactions systematically

- (memory cannot hold them; records are evidence).
| financial record transactions; find profit or loss and the

) f th i = :
accounting financial position; past period, monetary, B g (B STEEI

— ——+4,06,000=%540,000=360,006-proft)
stewardship R o a4

3. Depict the financial position: assets and Liabilities in a balance
sheet.

4. Provide information to infernal and external users.

| cost uccounﬁng find the cost of products or services, fix prices,

— control costs

— management information for planning, control and .
|| accounting decisions (budgets, pricing, capital Role of account'”g (BOX ")
expenditure); future-oriented, financial and role idea

non-financial T —
language of business | communicates information about the

" Newer areas: human resource accounting, sociat Gccounting, enterprise —

y 3 3 historical record chronological record at actual amounts
. . . )
——Q“ahtmve—ehme‘#ef e current economic frue income = change in wealth over —

— gquality meaning __| reality time

information system | links the accountant (source) fo users

— reliability free from error and bias; verifiable, neutral, — ) —
) (receivers)
L faithful |
g : ialised information in demand i —
|| relevance timely; has predictive and feedback value; commodity (service) 7| speclalised information in demand In

) . ™ society ——
influences decisions

B understandability | users read it in the sense in which it is t igrs: i iy ot

ignores qualitative facts (staff morale, management quality);

— prepared; clear presentation
affected by estimates and price changes.

— comparabili common period, common unit and format, so :
pa ty P The accountant s role has moved from record-keeper to member of
firms and years can be compared

—thedecision-making team.

{ decision usefulness )

* Exam tip: "Information not clearly presented” breaks

understandability; “different formats each year” breaks ——
[ relioble J [ relevant J [““dm"““d') [“mP‘"abLeJ comparability; “late report” breaks relevance (fimeliness).

verifiable timely

———————————————neufrabFaithfupredictivefeedback

Qualitative characteristics of accovnting information
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.S Basic terms in accounting -k o
— term meaning and example — term meaning and example —
— entity an identifiable business (ITC Ltd); accounts are  — discount trade discount: off the List price when selling I
N kept for the entity || (not recorded); cash discount: for prompt
transaction an event of value between two or more entities; payment (recorded)
cash or credit voucher documentary evidence: cash memo, invoice,
| assets economic resources owned, measurable in money | | receipt
— (trucks, cash, debtors) — goods items the business deals in (chairs are goods for ———

|| liabilities obligations payable in future (creditors, bank | a furniture dealer, an asset for others) -

loan) drawings cash or goods taken by the owner for personal

capital amount invested by the owner; a claim on assets, use; reduce capital
B shown on the liabilities side ] purchases goods bought for resale (or raw materials), cash
1 sales revenue from goods or services sold; cash or or credit
|| credit __| stock goods on hand: opening and closing stock |
|| revenue sales plus commission, interest, dividend, rent, | (inventory)

(income) royalty received debtors those who owe the business for credit sales

expenses costs of earning revenue: rent, wages, salaries, (asset)
| depreciation | creditors those to whom the business owes for credit —
— expenditure | spending for a benefit: benefit within a year = — purchases (liability) —

| revenue expenditure (expense); longer = capital el sPeati

expenditure (asset)

profit revenue of a period - related expenses | current non-current
B qain profit from incidental events: sale of a fixed " | assets: inventory, debtors, | assets: land, building, machinery,
- asset above book value, winning a case — cash, bank, bills receivable, | furniture, vehicles; intangibles I
L loss expenses over revenue; or value Lost uith no | short-term investments (goodwiu., patents, software); L

benefit (theft, fire, loss on sale of an asset) Long-ferm investments

| liabilities: creditors (trade liabilities: long-term Loans,

payabtes), bills payable, debentures, long-term provisions ———
short-term borrowings and

provisions

Current items are realised or settled within 12 months (or the

operating cycle), are held for frading, or are cash.

* Exam tip: Profit comes from the main activity; gain from

an incidental one. Both increase capital.
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NCERT exercises, fully solved

TV Complete: () Inf Hon in Snancil : don paid X 1,00,000 for furniture, X 2,00,000 for stationery; salaries X

(b) Infernal users are the ___ of the entity (c) A ___ would 5,000; sold for  1,50,000 cash and X 1,00,000 on credit o Ravi;

use reports to decide whether the enhfy is eligible for a Loan (d) The D°u9m X 1,50,000"from Peace; fire toss X 30,000; machinery

outside the entity (f) Information is relevant if itis (9) Ans. 1. Capital X 5,00,000. 2. Fixed asset: furniture X 1,00,000

Accounting starts with ___ and ends with ___ (h) Accounting (and the machinery later sold). 3. Goods purchased X 2,00,000 +

measures in ___ units (l) Events are recorded in ___ order. 1567006 =< 3,50:000 (e key gives onty tefirsttot+
Ans—a) ieth a4 ¢ ) | Creditor Mr Peace, X 1,50,000. 5. Expenses: salaries X 5,000. 6.

|| and employees (c) creditor (lender, bank) (d) time qap (e) Gain X 5,000 on sale of machinery. . Loss X 30,000 by fire. 8.

External (f) timely and useful for prediction and feedback (the Debtor Mr Ravi, X1,00,000. 9. Expenses and losses X 35,000. 10.

| | NCERT key says Tree from bias™, which is reliability) (q) ’ ’ ’ ’ FroFs:dapitiry;

|| identifvi Hons: icatinaing ion(h) manager: expense; discount fo debtors: expense (loss);

monetary (i) chronological, drawings: none of these (a reduction of capital). (The NCERT

key mixes These up.)
TYU Il. Three steps to make statements understandable and decision

ACTIVITY 1. CLASSITY as current or non-current dssets Or UIdDILITIES.
useful. Y Y

| | them relevant: issue them on time with predictive and feedback loose tools (consumed within a yeur). Non-current assets:

value. 3. Make them understandable and comparable: clear machinery, goodwill, Land and building, furniture, computer

B presentation, same formats, periods and units. ' paces; E 9 g '

air-conditioners. Current Ligbilities: sundry creditors, bills

7_L;gbw:hgsib_)+my_quqr_d5 and bonus (c) ethical and environmental

TYU 1. Which stakeholder is most inferested in (a) VAT and fax Pﬂyuble- Non-current liabili *Yi Loan from bank (l.ong— term).

activities (d) whether the firm has a long-term future (e) Short answers

profitability and share performance (f) ability to carry on supplying s 1. pefine accounting.

te-product? Ans. Accounting is the process of identifying, measuring,

(c) social responsibility groups (d) suppliers, creditors and to the economic events of an orqanisation to its interested

- s s = JUBF VARAY B N o O X N N
dlet:kl:lsl hs‘s T mllugeuiem Tor <o/ anasnmis tne wailer

lenders (e) investors (shareholders) (f) customers. (The NCERT users.

) SA 2. End product of financial accounting?
|| answers; the matching above follows the text on page 13-14.)

ANsS. Financial statements: the prom and 10ss account (income

TYU IV. 1. Not a business fransaction 2. Data relevant for buying a ) ! I (positi )

building foday 3. Last step of accounting as an information process
SA 3. Main objectives of accounting.

4. Characteristic shown by clear presen'rq'non 5. Common unit and

Ans. Maintaining records of transactions; calculating profit or
format Inmmoi‘e _

Ans. 1.(c) paid son's fees from her personal bank account (@ loss; depicting the financial position; providing information fo

Users.

private fransaction). 2. (d) the August 2005 cost, the most
—WWWS—WWWWWWWW@A—S/HW%WWW-—

2000 figure, is out of date). 3. (c) communication of Ans. Infernal: owners, management, employees. External.:

information. 4. (a) understandability. 5. (a) comparability. investors, lenders, suppliers, customers, government and

requlators, unions, social groups, competitors.

SA 5. Information needed by long-term lenders.

P — | T

interest reqularly and repay the principal on time, ifs

profitability and the security (assets) available.
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SA 6. Who are external users? SA 15. Primary reason for students and others to learn acco ﬁ”\@?’”
#Ans. Present and potential investors, banks and lenders, Ans. Accounting is the lanquage of business: everyone who
(RoC, SEBI, RBI), unions, trade associations, stock exchanges, its financial information to make decisions.
researchers.

Long answers

SA 1. Information needs of management.

+< and variances. § nina. controllina and decision- Ans. Meaning: the process of identifying, measuring, recording

making (pricing, make or buy, capital expendi+ure). and communicating economic events to interested users (AAA).

obiectives ) i = o2 orof

SA 8. Three examples of revenues.

Loss of the period; (3) financial position through the balance

Ans. Sales of qoods, issi ived, inferest ived
gles o goods, commission recelved, interest receive sheet; (4) information to users for decisions; also (5) control

—
7 over assets and prevention of fraud.

i btors and creditors (ji) pm‘ﬁ'i' and gnin

LA 2. Factors That necessitated sys’rema‘hc GCCOUI‘\ng.

|| Ans. (i) Debtors owe money to the business for credit sales Ans_(1)G inthe i ¢ .

(asset); creditors are owed money by the business for credit memory cannot hold. (2) Need to know profit or loss and

purchases (LiabIliTy). U1I) FrofiT arises Trom The main business ] posH‘ion. (3) Company formMNth separaﬁon e

= 9 and maiiagers (SleWGYdS“IP,. (q, Eegat requuremefi!s:

non-recurring events (sale of an asset at a profit). - jes Act 6ST_(5) N ¢ re investars

SA 10. "Accounting information should be comparable.” Agree? Two and government. (6) Control of assets and detection of errors
reasons. and frauds. () Planning and decision-making by management.
T Ans—Yes{4)users-cancompare-the S PerTOrmeRCe SYer A 3. Information needs of exfernal users.
|| periods; (2) they can compare it with other firms in the Ansi i 4 eredifuorthi
Industry. This needs common periods, units and formats. ability to repay. Suppliers: whether dues will be paid, continuity.
SA 1. If accounting information is not clearly presented, which Customers: continued supply and service. Government and
characteristicts viotated? requlafors: Taxes, compliance, allocation of resources. Unions
| Aws. Understandability and emplovees: stability profitability._nav. Social aroups
SA 12. "The role of accounting has changed over time.” Aqree? environmental impact. Competitors: relative strengths for
Explain. benchmarking.
| Aws. Yes. Earlier it was only book-keeping (a historical LA 4. What is an asset? Types of assets.
|| business: accountants supply relevant information for enterprise, measurable in money, that gives future benefit. (1)
decisions, budgeting, pricing, fax planning, and work in new Non-current assets: tangible fixed assets (land, building,
| areas like forensic, environmental and human resource machinery, furniture, vehicles), intangible assets (goodwill,

accountina
GECOURTAG: 7 0 7 0

SA 13 Explain wit les: § nes term loans and advances. (2) Current assets: inventory, trade

short-term Liability, capital. receivables (debtors, bills receivable), cash and bank, short-
| Aws. Fixed assets: held for long-term use, not for sale Term investments, short-term loans and advances, prepaid
| {machinery, buitding)- Revenue: earned by setting goods or —expenses
i issi i LA 5. Meaning of qain and profit; distinguish.

costs of earning revenue (rent, wqges). Short-term Liability: Ans. Profit is the excess of revenue over related expenses of a

payable within a year (creditors, bills payabLe). Capital: owner's period from the main activity; qgain is a profit from incidental

SA 4. Define revenues-and expenses. winning a court case).
A a =

Ans. Revenues are amounts earned by selling products or Differences: source (main activity vs incidental); reqularity

services and from other sources (commission, interest, rent). TN HCCE R e D A = i AT IS TR

p hnnll \Iﬂ[lID f\'F one i+nm‘
Expenses are costs incurred in earning revenue, measured by 7
|| gssets consumed or services used in the period
p
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LA 6. Qualitative characteristics of accounting information. Quick-reference sheet gy
| Ans. Reliability (free Trom error and bias; verifiable, neufral, ey e
- influencing decisions); understandability (in#erprei'ed by users accounting identify, measure, record, communicate
as intended; clear and simple); comparability (common periods, branches financial, cost, management

— [ unftsand-formuats so-firms and-years cambe compared): qualities reliable, relevant, understandable,
—__-Lo_gﬂihﬂdbﬂ)/_mﬂkﬂ_mmmﬂm_dﬂﬂﬁmﬁﬂiuL— compqrubLe |

LA %. Role of accounting in the modern world. objectives records, profit or loss, position, information |

Ans. Language of business; historical record; measure of . .
roles language, record, economic reality,

current economic reality (frue income); information system information system, service

) assets owned resources; current and non-current
demand. It supports investors, lenders, government (tax,
pol.icy), management (pLanning, control), and society (social capital, drawings | owner s investment; personal withdrawals
and environmental reportingJ, and new Tields like Torensic and profit vs gain main activity vs incidental
| | e- ti
g=commerce-accounting trade vs cash not recorded vs recorded
__| discount -

— & Exam tip: For a -6 mark “explain” answer: write a one-

line definition, then numbered points each with one Line of

y
, Case study (practice): Meera's boutique'. Meera starts a
explanation or an example.

|\ ~1 boutique with X 3,00,000. She buys sewing machines for X
60,000, cloth for  1,20,000 (X 40,000 on credit from Vastra

Ltd), sells dresses for 90,000 (X 30,000 on credit to Asha),

and sells an old machine (cost X 8,000) for X 9,500.

(i) Name the capital, a fixed asset and the goods. (ii) Who is the

creditor and the debtor, and for how much? iii) Identify the

want Meera's accounts before giving her a bank loan, and why?

* Exam tip: In "identify” cases, write each term with its

Free sample € Class Il Accountancy (NCERT 2026-27) €) notesbazar.in 7

pays wages X 12,000, takes a dress costing X 2,000 for herself

expense, the gain and the drawings. (iv) Which user would most  |———

amount and one word of reason; marks are given item by item. | ———



FREE SAMPLE | Complete Accountancy Notes for Class 11 (NCERT 2026-27) | Get the complete pack at notesbazar.in | page 8 of 13
\ L7

wjwy

Important exam questions, fully solved

Questions of the kind set in school and annual exams, with complete answers and mark steps.

| A-MCQsand-Assertion—Reason—{wmark—— Exam-syle Distinguish betueen capital expenditureand

_e“hl) revenue expenditure with one example each. [3]

Ans. Capital expenditure gives benefit for more than a

——————— Exam-style —Wh'ch‘rs*hrtasfs’rep‘of'fhe—uttwn‘l'mgi -
v ‘ o A year and creates an asset, e.g. purchase of machinery

?

(D) S T T J T /] _@ Revenue expendifure gives benefit within the year
identifying

Ans. The process ends with communication of Y ' '

— - Exam-style —Exptainthe four steps of theaccounting

information to users. (C) . 4
precess—w#h—en—e*empl;e.—[—]—

Exam-style  Goods withdrawn by the owner for personal A \dentification: it sale of T 20.000 fo Ravi |

. i [
LGOI S ORI @ISO a financial event, so it is selected ). Measurement: it is

Ans. Withdrawal ot cash or goods Tor personaL use is measured at T 20,000 o Recordmg e

| drawings, whichreduces cupitat. () the books in date order o Communication: it appears

— Exam-style —ihichrof these tsacurrentasset™{A) qoodwitt in sales and debtors in the reports given To users u
(B)-furniture-(C)-bills-receivable-(D) Fglg' s Exam-style  Classity info asseTs, liabilities, capital,

Awns. Bills receivable are realised within a vear.

| Exam-style _Prafit on sale of an old machine is a: (A) commission received_bank loan_owner's investment
revenue (B) qain (C) capital (D) sale [1] debtors, waqges, furniture, sales. [41
Ans. It arises from an incidental event, so it is a gain. Ans. Assets: cash, debtors, furniture. Liabilities:
] (8) creditors, bank Loan. Capital: owner's investment.
Exam-style Assertion (A): The appointment of a new Revenue: commission received, sales. Expenses: rent

managing director is not recorded in the books. Reason (R): W

Onty events measurabte T money are recorded. C. IO”g answer (3 marks?

Exam-style  Who are the users of accounting information?

ExpLam the intformation needed by any five of Them. t63

| Exam- St!/’e mwdﬁmummd—%mmﬂmmw

in the books of account. Reason (R): It is deducted from the

list price on the invoice itself. [

customers, qovernmen+ requLa’rors publlc) .

Ans. Both true; since the deduction is made on the (1) Investors: whether the return is adequate and the

invoice, only the net amount is recorded, so R explains risk acceptable. (2) Lenders: ability to pay interest and

A A) repay loans. (3) Suppliers: whether credit given will be

B. Short answer (3 marks) —puid{t) Hanagementcosts, profitsand budgets for ————

Exam-style State any three objectives of accounting. 3/ and data for policy and compliance

[ Ans. (1) To keep a systemafic record of business

. . £\
transactions, since 1 'emory cannot hotd them o (Z)

e

|| revenues and expenses (). (3) To depict the financial
position through a balance sheet of assets and liabilities

o. (Also: to provide information fo users.)
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Exam-style Explain the qualitative characteristics of e

accounting information. leJ

Ans. Qualitative characteristics make intormation

0 [ S N I 0 £L e 4L
o I\BLIUUH.IIY. ITeC 1o error anda ovid,,

vpriﬁgb_Lg,_ng_uj;:qL_quih;EuL_m Relevance: available in

time; helps in prediction and feedback; influences

decisions . Understandability: presented so that

users inferpret it in the intended sense .

———— Exam-style —CaserRohan-started-abusinesswith=X

Comparqblu‘ry: common perlod, unit and tormat,

200,000 He hnugh’r gnndq for T 80,000 (half on credit
from Mohan), sold goods costing ¥ 50,000 for X 10,000 to

Sohan on credit, paid rent X 5,000 and ook X 3,000 for

home. Identify capital, purchases, creditor, debtor, revenue,

expense and drowlngs with amounts. tat

|| (sales) X 30,000 expense rent X 5.000; drawings X
[ 300 @
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Practice set: test yourself exam-style .

Try every question before looking at the answers on page 13. 69 or more out of 86 means you are ready for the exam.

0_Eillin_the blanks (L wmark each) B, True or false? (1l wmark each)

N 3. Profit on sale of furniture is a qain.

8 Inf . iLabl . s

3. Events are recorded in ___ order. 4. Management is an external user.
4. Amount invested by the owneris ___. 5. Trade discount is recorded in the books.
5. Goods taken by the owner for personal use are ___. 6. Cost accounting helps fix prices.
6. Documentary evidence of a fransaction isa ___. T. Drawings increase capital.
T sl N 4
—_——— . W 1o Url |||lu||3|U\u5 UsSotC 1.

E—— )Y
—CVery short-answer-(-wark-eacir)

1. Define assets. 2. Give Two exqmpLes of current liabilities.

3. What is a voucher? 4. Name the end product of financial accounﬁng.

5. Gi le of i o Wl litors?

9. What is an economic event? 10. Which quality is broken by a late report?

D. Short answer | (3 marks each)

1. Distinguish between financial and management accounting.

2. State three limitations of accounting.

3. Explain any three roles of accounting.

g, Disﬁnguish between frade discount and cash discount.

¢ Exobain-identifcati | bkl Les.
%. Distinquish bel | i

8. Why is accounting called an information system?

N Hy score (fil in after checking the answers)

Section A/8 B/8 C /10 D /24 E/24 F/12 G (bonus) Total /86
— | My marks .

Rough work
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_ N | ‘ﬂZ&(y
E. Short answer 1l (4 marks each) wzay
1

. Explain the classification of assets with two examples of each type.
. ExpLam The Tour s’reps of the accoun‘rmg process.

N

(9]

—Exptaimthe eaning of pruﬁ'l, qaim, tossand drawings.

5 ExpLain the objectives of accounﬁng

6. Explain reliability and relevance with examples.

| F. long answer (6 marks each)

2. "Accoun+ing has moved from book-keeping fo an information sys+em." Discuss the role of accounting in the modern

world.

6. HOTS (higher-order thinking)

1. A furniture dedl hairs. Are # 2 What if a school hem?
2. Why is the value of a firm's employees not shown in its balance sheet?

3. Why must the owner's personal expenses be kept out of the business books?
4. Can information be reliable but not relevant? Give an example.

Free sam
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20 MCQs o
1 Arrmmﬁng is the lnngungp of: 11 Drawings-
(a) science (b) law (c) business (d) society (a) increase capital (b) are an expense (c) reduce

2. The AAA definition (1966) calls accounting a: capital (d) are revenue

(a) process of identifying, measuring and 12. Profit on sale of an old car is a:
communicating (b) art (c) science only (d) record of (a) gain (b) revenue (c) capital (d) sale
cash

13. A cash memo is an example of a:

3. Which is not a business transaction? (a) ledger (b) voucher (c) journal (d) balance sheet

(a) furniture bought for the office (b) goods sold (c) 44 Foy ¢ stationery dealer, pens bought for resale are:

satary-paid-to-staf d)-omner pays his-son's fees from (a) assets (b) expenses (0 goods €)) drawings

his perqnnnl account
15. Trade discount is:

(a) recorded in the books (b) a loss (c) Tor prompt

5. Clear prese ntationof information reflects: recorded
(a) relevance (b) understandability (c) reliability (d) 4, 4. ¢ goods by freis-a:
comparability (a) loss (b) expense (c) drawing (d) Liability
6. Common unit and format of reporting promote: 13 Which ic a curcont liahil ity?
(a) reliability (b) timeliness (c) relevance (d) (a) bills payable (b) debe:\’rures (c) long-term Loan (d)
comparability capital
1. Information free from error and bias is: 18. Kautilya described accounting records in:

(a) reliable (b) relevant (c) comparable (d) fimely (a) Manusmriti (b) Rigveda (c) Summa (d) Arthashastra

8. Which branch helps in fixing the price of a product? 19. Purchase of machinery is:

(a) nancial accounting {b) tax accounting (c) cost (a) revenue expenditure (b) capital expenditure (c) loss

ackia o (1) ol 0~
GCCOUNTHIG G~ SoCiarGecounTig

(d) drawings

1. Lapitat 1s shown on The. 20. Accounting information relates mainly to:

a) tuture events on Y qUCll arive Tacts (C PQS

account (d) Liabilities side ransactionsitd) L rngd

10. Patents are:

(a) current assets (b) intanqgible non-current assets (c)

liabilities (d) expenses

1C) 2C) 3 -4dW) SW -6 - 7@  8C)-90)-10®) - -N{C) 120) 13W) -4

AN " VALY 3 VAR y= 7N ro— 2 1Y ya— 71 Y A /7
/15016 Ca/-17C/ 13/ 112U (c/

—Assertion—Reason (6)

(a) Both true, R explains A. (b) Both true, R does not explain A. (c) A true, R false. (d) A false, R true.

1. A: Human resources are not shown in the balance sheet. R: They cannot be measured objectively in money.

2. A: Creditors are a current liability. R: They are usually paid within 12 months.

: . o n . 1 i ! P
3. (AN Bl awiT 95 arear B'XPEI SE Ul “lB bUS TESS. RT Uruwmgb TEUUCE 111E OWNeErT 5 (-UPHUL.

4. A: Management accounting is future-oriented. R: It supplies information for planning and decisions.
5. A: Cash discount is recorded in the books. R: It is allowed for prompt payment.

6. A: Accounting gives a complete picture of a business. R: It records only financial transactions.

Keg-ia)~2Ca)~3 ) ~49Ca)~S (b)=6(a)
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L | ﬂf&(;
Answers to the practice set o
A. 1. lanquage 2. Luca Pacioli 3. chronological 4. capital 5. drawings E. 1. non-current (machinery, goodwill) and current (stock, debtors)
6. voucher . debtors 8. relevance (fimeliness) 2. identify, measure, record, communicate (p. 2) 3. see p. 4 .
B.1.F2.F3.T4FS5.F6.TT.F8. T assets: machinery, cash, stock, patents, debtors; Liabilities:

C. 1. economic resources owned by the business, measurable in ereditors-bank-overdrattbills PEWH’B S—records; pre tortoss;

2 it ’ le3.d idonro af a position, information 6. reliability: verified bank balance; relevance:

fransaction 4. financial statements 5. wages (rent) 6. those to whom monthly sales report on fime

the business owes for credit purchases . a deduction for prompt F.1. see p. 2 fable 2. see p. 3 (roles) and SA 12

pay C O. OWNeE B anaage U dppe J cUsSUraoie one

that affects the business 10. relevance objective money measure 3. business entity: the business is

D. 1. financial: records, past, for all stakeholders, statutory; separate from the owner 4. yes: an audited report from five years
management: for managers, future, financial and non-financial, ago is reliable but not relevant now

optTiona DAST ONLY: fqnores quatiTtarive Ta o NatTes and py apiTa 300000 xeqgasse eWwing ma S;guudb

changes 3. lanquage of business, historical record, information cloth/dresses (ii) creditor Vastra Ltd ¥ 40,000; debtor Asha X
system 4. trade: off list price, not recorded; cash: for prompt 30,000 (iii) expense wages % 12,000; qain %1,500; drawings % 2,000

payment, recorded 5. customers: continued supply; employees: (iv) the bank (lender): fo judge her ability fo repay

os . . . . I
3|ab|E|l7, Pﬂy af d bo S 6. de”h icﬂi ot C|IOOSII g | e “lull\.lub

events (a sale); measurement: in X (% 20,000) . expense: cost

used up in the year; expenditure: any spending, capital or revenue 8.

1T collects data, processes 1T and communicates information to users

Last-night summary

® Accounting: identify, measure, record, communicate economic events to users.
L ® Users: infernal (owners, managers, empLoyees) and external (investors, lenders, suppliers, customers, governmen#). T
e Branches: financial, cost, management. Qualities: reliable, relevant, understandable, comparable.

® Objectives: records, profit or loss, financial position, information. Roles: language, record, reality, system, service.

e Terms: assets, liabilities, capital, drawings, revenue, expense, expenditure, profit vs gain, trade vs cash discount, voucher, debtors,
- creditors. S
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