CHAPTER - 01 AGHd - Th IRTT
Introduction to Accounting
TAIONT a2 of the business and earning profit and which
> AGFT - JEFT AT TEHET F oA F are not purchased for the purpose of sale.
HAGE T H oAW@N B, 3 PP @i > Liabiliies - Money to be paid by a business
ST H 0T Hlel, R dIR FLA TG 3eAh enterprise to another person, firm or institution
gROTAT 6 ATEAT I T Fell o in the future is called liability.
>  gEafa - gEafa fRd cug@ &1 9§ O & > Fixed capital - That part of capital which is
fSaar gaeT SOR & FUrel Fdleld Td TS used to purchase fixed assets is called fixed
FA & fow g2 far Srar § 3R St fShr capital.
& oI F el T I > working capital - That part of capital which is
>  af¥ca - el caraa@e 3usaA cant fodr used to complete the day-to-day operations of
afed, ®F a1 HEAT B sy THET ST the business is called working capital.
arelT €T 2Tfea Hgellel & > Insolvent - Insolvent means a person who has
> TRy tﬁﬁ Goll &7 g AT ToTdepr JiteT TR excess liabilities and has insufficient assets to
FrEafEt T T T F O AT Sar ¥ pay those liabilities.
EART Yol Fgerell © >  Drawings - Withdrawal of goods or money
> FEfle et - g @ qeT S g from the business by the business owner for
EET & A TR & Eh‘réﬁ F QW A & his personal use is called Drawings.
fordr fpam e &, @riefier goit {oll e E' &l > Capital - This is the amount invested by the
>  feafoar - fearfor @ 3my 39 =afeag @ & owner of a firm/business. This may be in the
Sas 9w e¥ica Saer § 3R 39 arffcar i form of cash or other assets.
AT s & fav 353 are sred wIf gl > Tangible Assets - Assets which have physical
> e - YR & EEHT GaRT MR H 30e existence, which can be seen and touched,
ISl 99T o foIw &ATer a1 39 1 fHAerar eer are called tangible assets; For example, land,
&1 3TTgTUT ShgalTdr &l furniture, buildings, machines etc.
> Yot - Ig R wA/ ¥aw & Afos gavr > Intangible assets - Assets that have no
forder #r s i &1 TE e IT 3T TFIf physical existence, cannot be seen or touched,
& H gl GohdT gl but have monetary value. Such assets are
> :FR-T FEIRy - 55 geafaat @1 St eda called intangible assets. For example, goodwill,
?HT ¥ e e 3R TIT ST Hehell 3 patent, trademark, etc.
Fufeaat, A @ufcadt weardl &1 3EEIT &
forw, 9, weteR, oo, Fehe 3| .Wmﬂ_
> g wEafa - o9 weafl & e sifas Multiple oice Questions
fedea a%‘r grar g, [oeg ¢@r 3R 3w Sgr o
Handl &, fheq 3o HifGs Hog grar &1 A 1. ﬁl!il 7"5';' 1 el o yomrelt F1 Jfaer e
pap=erropaly chsoﬂdl g1 3eeur & fov, '&fa, gée
A IR I SR IERIC] b. TsAS HeH
Memorable points : c. &3 d g & e A
> Accounting - Accounting means the art of Who |nver.|ted the double entry system of
. . . book-keeping.?
systematically recording the transactions o )
of financial nature, classifying them in the a. Lucas Pacioli b. Edward jones
respective books of accounts, preparing a c. Hugh old Cassel d. None of these
summary and interpreting their results. 2. JHE AR g arer 9-
>  Assets - Assets are those resources of a a. scoll b. W&
business which are used for efficient operation c. 3ARET d. s & FIS FAET
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Lucas Pacioli was from-

a. ltaly b. France

c. America d. None of these

T A o iy ... |

a. faca= b. oI

c. 3errEd d. SIH ¥ FIg TG

Lucas Pacioli was a famous.........

a. Scholar b. mathematician

c. Economist d. none of these 9.

1946 b. 1498
1494 d. 1596

When the first book of Book-keeping and
Accountancy was published?

b. earaEde Fufd &1 yed=
c. faffesr quif & T =T 3qelstr =
d. I & @

The objectives of accounting are as follows:
a. calculation of profit and loss

b. display of business status

c. providing information to various sections
d. all of these

ATHT H a@ FY AT &
a. o] AEH H b.
c. 3G AES H  d.

Hqel AH A
AT AFGR H
Accounting record transaction in terms of -
a. Commodity units b. Monetary units
c. Production units d. Cost units

10. f=fRf@a & & F Aur qEas & oo 7@
c. 1494 d. 1596 a. AT FI b. Jde T EIAA
Pl
fadrr oo sea & faw @t sae@iRs de c. AR T U d. R T egeraT
?ﬂwm il 3. T R AR 7 Which of the following will not be recorded
& b . in the books of accounts?
a i- e d. N, a. Sale of goods b. payment of salary
c -8 ! c. Quality of employeesd. payment of rent
The process of recording, classifying and i PR ) .
summarizing all business transactions in 1. — ;r > Rrwamat 1 g
order to know the financial result is called- &y ) .
a. Book-keeping b. Accounting a. RAHAII b. 5% . @E Ia?r
c. Journalizing d. None of these. ¢ e d. 3 H A&
e - Accounting must have the following qualitative
b characteristics:
a :’:ﬁ d. W?@g &t a. Reliability b. Relevance
c -8 c. Comparability d. All of these
A°°°""t'"_g Is= 12. @i FIET & 3YANTRAT §
a. A Science b. An Art . ﬁﬂ'cﬂ% e
c. Both d. None of these c. S d. I T
5 g ¢, agﬁ; s Users of accounting information include-
2' R Ea?-rEaFr o 2 a. Creditors b. Investors
- : c. Customers d. All of these
“ et & 13. A&7 T HT §
d. o@r Aty §ATCT g & . ) : .
a. Hanf &1 Agr # AT
Accounting begins where — b, TS & ?Fla? § AT
a. Book-keeping ends c- S - N
b. Business transactions ends d. Ao T A3t 1%1?{#&
. Accountancy ends T.ransaction means
d. Accounting period ends i
- - a. exchange of services for currency
Tﬂ. e e b. exchange of goods for money
a. o T glfel T I0TAT
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c. exchange of goods and services for

At the end of financial year after sale of
goods worth ¥5,00,000 there was a closing

currency _ stock of €50,000. This is-
d. exchange of goods and services
a. An event
14. e F1 @ b. A transaction
a. U Fa H ER'TI! c. A transaction as well as an event
b. H'FQ%[ F ¥ H AT AT A arelr a¥d d. Neither a transaction nor an event
. Wﬁwgﬁ?ﬁmmﬁ 19. Frafafea & w17 9w afves &
° a. oeder b. Ui 3T
Goods means. o §% 30fES d. wont @ o
a. Object of consumption
b. Thing treated as property Which of the following is Current Liability?
c. ltem to be purchased and sold a. Creditor b. Unearned Income
d.  Both of the above c. Bank Overdraft d. All of these
15. foea & d@ihe & 3g227 § 20. fmwfaf@a & wla A @l ¥7
a. Yot wa arfdical & =T a. #ad b. &IF
b. AF= wd §F AN FT AT c. HMA d. I @sfr
c. ¥ UG g &1 A Which of the following is tangible Assets?
d. 3udFa @i a. Building b. Plant
The object of accounting in the following is- ¢.  Machine d. All of these
a. Knowledge of capital and liabilities 21. 3gd A # gFAfAa aa &
b. Knowledge of cash and bank balance a. & b. &sgR
c. Knowledge of profit and loss c. WeaX d. s=
d. Al of the above Fixed assets include-
16. f=ef@a # sla Feafes aufa §2 a. Stock b. Debtor
a. TOfa b. Uded =g c. Furniture d. Bank
c. URfFHE = d. s & @l 22, AWHA A & IUAIAHAT TG § ?
Which of the following Fictitious Assets? a. ddeR b. WFR
a. Goodwill c. IEH d. 3EIEh
b. Prepaid expenses Who is not user of accounting information?
c. Preliminary Expenses a. Creditors b. Government
d. All of these c. Customers d. Minors
17. f=fa@d § sia 3 g 32 23. YA AWHA §-
a. ¢S Al b. &M a. Us faftd &
c. WeaR d. U+ . oSy & T orEiedeT
Which of the following is Intangible Asset? c. -G ¥ WHleUd YeeY fT U HfHew
a. Trademark b. Machinery m
c. Furniture d. Cash d. g & wh
18. 5,00,000 7eT & A1 ¥ RAFHT ¥ a5 ANT a¥ Management Accounting is —
¥ 3ed & Hlea#d ERAAT FT A 50,000 AT Tg a. A clerical work
Te.......8 b. Accounting four future
a. U&h "Ucar c. A recording technique for management
b. TEH - related to transactions.
C. U o3 & TY-ATY TH T d. All of these
d. o U dd-¢eT o U °caAT 24, mwﬁﬁmﬁwﬁaﬁ#mﬁa%
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a. A b. ,” a. Economics b. Statistics
c. decR d. FH & wel c. Accounting d. None of these
Financial information users include- 30. freT & @ FA-AT 9 AT §?
a. Empl.oyees b. Government a. fl;\_rﬁ b. & HOT
c. Credltor§ d. All of these . o Fe iy d. oo ¥ A G
25. farwfaf@a ; # FleT-a1 SART A8 7T 82 Which of the following is Current Liability ?
a. SR .‘I%Itf I S a. Capital b. Mortgage Loan
b. «‘ﬂfﬁrrﬁ;’rg ?gﬁﬁ;ﬁv c. Bank Overdraft d. None of these
C. <O Hlé el TG . X
) c & 31. e F ¥ Sl TuRh iy @t 2
' a. WeraX b. =G
Which of the following is not a business e sfA d. T
transaction? s '
a. Bought computer for business Which of. the following is not fixed asset?
b. Salaries paid to employees a.  Furniture b. Cash.
c. Bought a Bicycle for son with business ¢. Land d. Machinery
money. 32. @FT & @ a1 w4y A §?
d. None of these a. T b.  3TgIoT
26. frfa@d & ®i7 g wFaf &2 c. ddd d. ST T
a. qﬁﬁ feparar b. wrx faer Which of the following is not an expenses?
c. Uds d. o1 & @l a. Rent b. Drawings
Which of the following is a Current Asset - c. Salary d. Discount paid
a. Prepaid Rent b. Bills Receivable 33. farT & @ sia-d varh aufa 2
c. Cash d. All of these a. TR b. e
27. AWiHA HT Pla-A AET F SAAWT IR IcATGT c. d§& d. Ydeed I
TG T Jast Hr SeAE ARG A A A 7 Which of the following is a fixed asset?
a. E'EIE o l;a'l b. @ITeTd E!@' 5 a. Furniture b. Cash
C. UIUHRRT G d. & olulhe c. Bank d. Prepaid Expenses
In which branch of accounting is the 34 g #F shar smg &t 22
production cost of goods and services £
produced by a business determined? a. el Hred
a. Financial Accounting b. e ured T
b. Cost Accounting c. dd=
c. Managerial Accounting d. IRE el
d. Tax Accounting Which of the following is not an income?
28. AWHA AT F HARS ITAIRAT § - a. Discount received
a. ¥ER b. gsuF b. Commission received
c. IEH d. ¥ @sh c. Salary
L . d. All of these
Internal users of accounting information are- . o
a. Creditors b. Manager 35.  rwaTor w gar ¥, et -
c. Customers d. All of these a. JEAIeRT WA Bl & e
. b. SICRIPED YcH
20. fafafad & ¥ Rt suTIR # s T ST B : AN
, c. OIWIHH WA giaT &
a. 3R b. : d. @ 39 @cH B §
c. o d. I ¥ IS AN ' ¢
. L Auditing begins where —
Which of the following is called the language .
of business? a. Book-keeping ends
b. Business transactions ends
Class-11 (Accountancy) —




c. Accountancy ends
d. Accounting period ends

TS FAATHT T SABNT &l
IR & 3d Hedihd H T
ROT o H TERIH

oo oo

36. rEY AT F AR, A IEfer @
a. 1 3Jaad & 31 GdaR a& SRIFT T
b. 1 3% & 31 AT d& The advantages of accounting are —
c. 13 & 30 & dh a. Providing business information
d. 1 3’ & 30 RAdsR b. Helpful in proper valuation of business
As per Income Tax Act, accounting period is : c. Help in taking loan
a. From 1st January to 31st December d. Al of the above
b. From 1st April to 31st March 41. J9 AGTHT AAFRT TIC T § T AT AT §
c. From 1st July to 30th June Fﬁf mfﬂw # Fla-Ht W farerware
d. From 1st October 30th September b .
a. SEEIAr . grEfReRar
37. Eﬁﬁ%?m & T H @i &1 Afad Tor c. ot I e —
a. FIRE A8 FT AW FET Which qualitative characteristics of accounting
' St £ 5 oy information is reflected when accounting
b. ] I {RRT gl information is clearly presented?
C. Tl T TuR a. Understandability b. Relevance
d. g 1 fazerer 3R e c. Comparability d. Reliability
Which is the last stage of accounting as a 4o R F ¥ Fa-dt a0 g ¥
. . 7 L]
process of |.nformat|on. . a B b, =
a. accounting of monetary transactions o &% -
b. Summarizing Financial Statements - o
c. communication of information Which of the following is Current asset?
d. Analyzing and interpreting information a. Fumiture b. Truck.
38 . £ $3 c. Bank d. Machinery
' T 43. 3ifaw @ F afAe § -
a. % #AftE aa-gar & & o
b, WG 3R P & HaOr a. SOOI @Tdr b. am-gifar @rar
c. G Rl ¥ dreed F AT c. 3mdE-fag d. & &
d. ¥ g Final accounts include -
The limitations of financial accounting are- Z' ;ra?lng ,3\c|coun;\ .
a. Accounting of monetary transactions only ’ rofit and loss Accoun
b. Information for limited period only c. Balance sheet
c. Diversity in Following Accounting Principles d. All these
d. All of these 44, A@HA dHr AV § -
39. i dwmwa #1 A7 F & a. OF-SH! F HHGE T H A@ FA
a. T cara@iRe o &7 R*ls T b. ole-gal #T Hal & TI H @M HTeAT
b. o 31ersr i TEAT FYE C. OleI-gell o1 Iffehtor e
c. YSHe I TRl Y d. I gl
d. T & FIg Features of accounting are -
Basic function of financial accounting is to- a. Systematic recording of transactions
a. record all business transactions. b. Recording of transactions in monetary
b. interpret financial data. terms _
c. assist the management, c. Classifying transactions
d. All of these
d. None of these. -
40. AGHT F AH § - 45.  Faeirr i o e
a. WIcHS PRI b. TITEAcH® A
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46. Y dWiHd YEUF F AGE A &
a. O geuaT T H b, HIEOT FT H
c. foaee & A d. 39H ¥ FIg @
Management accounting helps the manager 52.
a. In all management functions
b. In control function
c. In planning work
d. None of these
47. AGHA IH A WA § -
a. UStarHar gfafse #ar
b. Wdlsll TF AV Tl
c. 3ifax @ sdEr 53
d. &I ¥ g )
The accounting cycle involves -
a. make a journal entry
b. posting and balancing
c. Prepare final accounts
d. All of these
48. W@IAT ¥ YR - 54.
a. <Ifdderd @rar b. aredfdss @rar
c. SATHATT @rdr d. 3Wed el
Types of account are-
a. Personal account b. Real account
c. Nominal account d. All of the above
49. IR IATT =
a. oRlgR + ¢ T b. oedeR + yry fgar  55.
c. GlGR + g [l d. &egR + ey foa
Trade Payable =
a. Creditors + Bills Payable
b. Creditors + Bills Receivable
c. Debtors + Bills Payable
d. Debtors + Bills Receivable
50. nfde gear §-
a. HATA & HT b. #MT &1 T
c. AT T fawg d. 3w el 56.
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c. TUYUMcHS T  d. 39Ued gl

Function of financial accounting is to-

a. Recordative Function 51.

b. Interpretative Function
c. Communicating Function
d. All of these.

An economic event.
a. Purchase of goods
b. Purchase of machinery

c. Sale of goods
d. All of the above

T FAG F AT sHqur F mfoF qEarr Adw
#Y ¢ ke, WA IT WFART HT Hgl ATaT 8-

a. o b. dair
c. 3o gFafad d. 9o gFufa

The cash, goods or property invested by the
owner in the business to earn profit is called-

a. Profit b. Capital
c. Fixed Assets d. Current Assets

?aﬂwﬁsﬁa}—gmwaihaﬁﬁ%,m

a. Tufa b. AT
c. gufa d. ¥ gl

The thing which is purchased and sold in
the business is called-

a. Goodwill b. Goods
c. Assets d. All of these

af & 3 # = g e R A Feerar -
a. 3ifas wiaar b. YRS whaar
c. TR d. A

The unsold Goods left at the year of the
year is called-

a. Closing Stock b. Opening Stock

c. Assets d. Goods

qhe Ad-aT G & A arell RIAIT Fgardr 8-
a. %G BT b. SMIRE Te

c. T ge d. 58 ¥ @l

The concession given on cash transaction is
called-

a. Cash Discount b. Trade Discount

c. Special Discount d. All of these

qE gfFd, B AT GEAT S WY 7§ FEgAt AT
yea At & Qv dawe g w7 amr-n?r C Rl
FIAT 5, Feardl o-

a. ©oldeR b. #foF

c. &MeR d. TH @ FI T

The person, firm or institution who does not
pay the price in cash for the goods purchased
or the services received is called-

a. Creditor b. Proprietor
c. Debtor d. None of these.

mﬁaﬁtm-mwwmaﬁ-aﬂ
a. a;ilaﬂwé?%ltf$20,000$r3=r?ﬁ?r TeT|
b. AR & dcda & AT AT & 4,000




c. 3Ua fAer dF @a ¥ s Fr v FT
£10,000 $7TcreT famar|

d. I ¥ g

Which of the following is not a business
transaction?

a. Bought a machine worth Rs 20,000 for
business.

b. Payment towards salaries of employees
Rs 4,000

c. Paid Rs 10,000 for son's fees from his
personal bank account.

d. all of which

b. AT AUl & T H AR AR FHLAT

C. eIl &HT IO

d. g HT faeeivor IR sarer

Which is the last step of accounting as a
process of information?

a. Recording of data in
accounts

b. Preparation of summaries in the form of
financial statements

c. Communication of information
d. Analysis and interpretation of information
C}

the books of

61. oo g Fa i el 1 af ar sad
57. I & URHAT & T A A@h &1 AT awor FH AT K 3WE & Fhar & aRafda frar s
FlT T §? HHAT §, Fgaw § ‘
a. Wrdl & GEdhi # ST Hr Reprfsar a. AT FEaRd b. 3T Hufvar
b. Rl Rt & &9 T AT A c. 3 wEaRd d. feder
€. XIS R The assets that can be easily converted into
d. g &1 favawor IR carey cash within a short period, i.e., 1 year or less
Which is the last step of accounting as a are known as
process of information? a. Current assets b. Fixed assets
a. Recording of data in the books of c. Intangible assets d. Investments
accounts o 62. HIUNmEe, ¥e IR @ fFad e &2
b. Preparation of summaries in the form of L ey b 3re duRd
financial statements ’ ’
. : : c. 3Hd gFafd d. faawr
c. Communication of information S
d. Analysis and interpretation of information Cfopyrights, Patents and Goodwill are examples
o
58. aref mi““”quﬁlali E mili T & ¥ e & a. Current assets b. Fixed assets
a : & b TofE C. Intangible assets d. Investments
Lopg term assets V\!ithout any physical A FTr &Y Y b, IaF FT SEIA
existence but, possessing a value are called i’ d - ﬁ-’ -
a. Intangible assets b. Fixed assets ¢ 5 - R
c. Current assets d. Investments Which of the following will not be recorded
59, R . e in the books of account?
) s T e = “a?r-a?r At = a. Sales of goods
b. e b. Payment of salary
c. e & ‘ - c. Quality of staff
d- v d. Purchase of machine
64. cgqER @RI 39 A 3UARr & fav Aweh
Basic function of financial accounting is to s ufr -
a. Record all business transactions a. ualr b. 3EIoT
b. Interpret financial data c. g d. @gfa
C. Assist the management The amount drawn by businessmen for his
d. None of these persona| use is-
60. TIAT A UFHAT F T H AWIHT FT 3HfadT =TT a. Capital b. Drawing
Hler- &1 ¥? c. Expenditure d. Loss
a. WIdr & q&der H 3eT Hr Repifsar
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65. N FAW & foT sHquy # Afas g@rT fAder c. Accounting ignores price level changes
#T 7§ AHGY, WA AT FFIRT T FeT 1T - d. Accounting ignores qualitative elements
a. oref b. Yair
‘ . NG , 70. frH AT e W AR &1 o T AT Fgarar
c. 3 TYfcaar d. dAH A FIS G0 ¥
Cash, goods or assets invested by the a. Wlg agar b. gfaar
proprietor in the business for earning profit c. g&d U d. T9&r g
is called- 2
a  Profit b, Capital The unsold merchandise of business on
' ) ' P particular day is called
¢. Fixed assets d.  None of these a. Purchase Return b. Stock / Inventory
66. FFafEl FIed Irew Iaf F awe ¥ gRafda c. Bad Debts d. Sales Return
fFaT ST WhaT § Feard §
a. TR #Fafed b. Hae EFIfed Answer
c. dre gFafed d. @reufas gFafea
Assets, which can be converted into cash Qg No.|Ans.|Q.No.|Ans.[Q.No.|Ans.|Q.No.| Ans.
within a short span of time is called-
a. Fixed assets b. Tangible assets 1 a 21 c 41 a 61 a
c. Current assets  d. Fictitious assets 2 a | 22 | d | 42 | c | 62 | c
67. AWiHT ¥ FMET SYAITHAT § - 3 | b |23 | c | 43 | d]f 63 |c
a. Holgy €Y b. &% 4 | c | 24 | d| 4| d]| 64| b
c. Sfedr d. ¥ wel 5 | b |25 | c|a | d]es | b
The External users of accounting- 6 c 26 d 46 a 66 c
a. Trade Union b. Bank . 7 b 47 67 q
c. Public d. All of these a a
8 d 28 b 48 d 68 b
68. UF cyguR §RT W & fF¥ TEET & 9 b 29 c 49 a 69 b
AT S 7 . 10 | ¢ [ 30| c| 5 | d] 7] b
a. oeTd oldidhel b. T or@rehst » q 31 0 51 b
Cc. IRl oI@ihel d. YUY ol@iehel
Which form of accounting is adopted by a 12 d 32 b 52 b
business man? 13 c 33 a 53 a
a. Cost Accounting 14 b 34 c 54 a
b. Financial Accounting 15 d 35 c 55 c
c. Government Accounting
d. Management Accounting 16 ¢ 36 b 56 c
69. WWiFA N FRRA F A FT A A ey [/ 8 L 37 ¢ L5 ¢
t & Agcaqot aal # Bue § e @Ef # &) 18 | a | 38 | d | 58 | a
BT R S F g . 19 | d [ 30| a]| 59| a
a. o@isd Qoid: Té® 8 §
b. T & S SR @ TR & 20 | b ] 40 [ c[80]c
C. o Hed TR IRAd! &l HAG@r Far
J
d. olG@iehel UTcHS dcdl T IULT T &
Which of the following limitations of accounting
states that accounts may be manipulated to
conceal vital facts :
a. Accounting is not fully exact
b. Accounting may lead to window dressing
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Ifa g 30T T
Very Short Answer type questions

1. 3YfAs qEadTee $T SeACT FieT g2
IR- Y GETUTST HT oAl o URadTel gl
Who is the father of modern book keeping?
Ans: The father of modern book keeping is ‘Lucas Pacioli’.
2.  JGHT FIT §?
IW- OWidhe G0 TAHTT & oIod-Gall T HATE T H oIWT Hiel, 3o TFaTdd TIAT-gaT H JaNhI0T kel, TR
IR A U 349 GROTAT HI IEAT FT T FHoll gl
What is Accounting ?
Ans: Accounting is the art of systematically recording the transactions of financial nature, classifying them
in the respective account books, preparing a summary and interpreting their results.
3. AW gaant F gl A waerEsatat & anr qasel
- olWiehel FAAIT & T TAThAT3T & AH Frfai@d g- IR 1 T, TR |
Give any two names of users of accounting information.
Ans: The names of two users of accounting information are business owner, government.
4., AGHA F QY AW aET]
G & & [AAvane fArafatad &-
- (i) T SaT-¢alt T or@r aar
(ii) foehT ofeT-SaAl T T & &I & AT
Give two features of accounting.
There are two features of accounting-
Ans: (i) Accounting of financial transactions
(i) Measuring financial transactions in terms of money.
5. AWHd a¥ & 3afy Far § ?
IW- AWHT ¥ T HITY IRE ARG HAT T a¥ & gidr &l
What is the period of the accounting year?
Ans: The duration of the accounting year is twelve months i.e. one year.
6. W@HT IFH § FIAT 3T § ?
I AGihel Teh A MM fohdll TEAT o oI @r GEdent & AT Taema & S-Sl ol of@r fhd S arel fafdiesr
O A &
What is meant by the accounting cycle?
Ans: Accounting cycle refers to the various stages of accounting of transactions of financial nature in the
accounting books of an organization.
7. Q@HT & FE & 36427 qd3C
JEiHT ¥ A 32T PR &
IW- (i) STIaT FH 3NH-FEAfd FHr TRy Jere HEr
(i) sgaErT A BT W@ arel fAfee qaTRi &l G SAHRT 3Tt Sl
Mention any two objectives of accounting.
There are two objectives of accounting-
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Ans: (i) Providing information about the financial condition of the business
(i) Providing necessary information to various parties having interest in the business.
8. ENId AWHA FAT §7
3R~ AT o@iehel el a& AT JaT &1 ol AETA AT YicT FHIS NI T TGN Hel T Toh d=Alfeieh AT g

What is cost accounting?

Ans: Cost accounting is a scientific method of accounting the total cost or cost per unit of goods or
service.

9. AWHA F a1 AW FdI3TI
3= 0. Wik & A hael HifgH AT-SeAr T & or@r fRAr ST gl

ii. eTEIehe & AT FFITAAT T oIET FHSF AT Hedl W & o@r A Srar § f9ad wafa & awdfas
Hedl &1 Il 8 Tol Iall gl

State two limitations of accounting.

Ans: i. Under accounting, only monetary transactions are accounted for.

ii. Under accounting, the accounting of assets is done only on their cost values due to which the
actual values of the assets are not known.

10. Rafear & 3T Fa1 oz € ?
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What do you understand by insolvent?
Ans: Insolvent means a person who has excess liabilities and has insufficient assets to pay those liabilities.
1. ey @ @ Far amey § 2

3- AT a9 duide § forae Jeddid O UShid arel del-gell & orem fRaT STl §1 Sv% e
JE off Fed & R dwied & iR @ SR Y o

What is meant by Financial Accounting?

Ans: Financial accounting is that accounting under which transactions of financial nature are accounted
for. These are also called general accounting. In financial accounting final accounts are prepared.

12.  3TEI0T FAT 872
IW- IR & TEHAT GaRT SATAR F 391 folsit 9T & forw Arer a1 93 &r iy X &1 3MeX0T FHgalld gl
What is Drawings?

Ans: Withdrawal of goods or money from the business by the business owner for his personal use is
called Drawings.

13.  Frefier Yot AT FAT FASA §?
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What do you understand by working capital?

Ans: That part of capital which is used to complete the day-to-day operations of the business is called
working capital.

14. gFIfY Fd Fea 87
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What is assets?

Ans: Assets are those resources of a business which are used for efficient operation of the business and
earning profit and which are not purchased for the purpose of sale.

15. <fca ¥ 39 FIT FASS 87
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What do you understand by liabilities.
Ans: Money to be paid by a business enterprise to another person, firm or institution in the future is called
liability.
16.  Turl 9ot § 3T FAT FATA 82
3W- Yol T 9 AT ToraeT FaeT TR §FAfcdl @ T e & ford fhar Sar €, TRl & #Eardr gl
What do you understand by fixed capital?
Ans: That part of capital which is used to purchase fixed assets, is called fixed capital.
17. J@iwd I3 & AeaRe ITATHAT & & 3qe0r &
IW- AW AN F HedReh 3TAFRAI & ar 3eevr FArfaf@d 8-
i. cGET T EGHT
i. SIIH & YaUH
Give two examples of internal users of accounting information.
Ans: The following are two examples of internal users of accounting information:
i. Business Owner
ii. Business Manager
18. 39T F FI§ oI 3qeeor Qv
IW- NEH F AT 30T §-
i. TR WA
ii. Hed sITaT
jii.  oImaTer
Give any three examples of revenues.
Ans: Three examples of revenue are-
i. Sales revenue
ii. Interest received
iii. Dividends
19. R R 3T F41 FTHSA &7
3- oIl WEARTAT &7 afehe; AT wlehe;, WHHET A IWT ST § 30 el FEART HATAT ST &1 $7¢ 96 & A T
H AR H 9T ST HohdT & 381807 & foU, dadl, &, ureg foe, 3nfe)
What do you understand by liquid Assets?
Ans: The assets which are held as cash or cash equivalents are considered as liquid asset. These can
be converted into cash in a very short time. For example, cash, bank, bills receivable, etc.
Y 30T g
Short Answer type questions
1. @S & IRERT
3IW- AWl I T dFEall TgaTel Hiel, 3eTehl UsTadel H AWM HioA, 3o¢ A S6I-Wlal H dafiche
F TS 3% A W & T ARG T 3 o ITROTATIAI P 3o ST F T
I AT TH Gk gl
3AREA $Eege 3% Afwrss rp3ded, 1941 & AR, "dWihe Hal Td geaA3if $l, S s &
ﬁmmﬁwﬁmmﬁr%m% qﬂﬁqﬁﬁﬁ#wmmﬁmﬁ gafiehed ¥ 3R ARIT
Class-11 (Accountancy) —=




H gaFd T AT 37 IRUTAT T Fell &1”

Define accounting.

Ans: Accounting is a process of identifying financial nature transactions, recording them in journal,
classifying them in respective books of accounts and summarizing them in the form of final accounts
and communicating the results/information obtained from them to their users.

According to the American Institute of Certified Accountants, “The ability to effectively write, classify,
and summarize accounting transactions and events, which are partly or at least of a financial nature,
and it is the art of results.
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What is the end product of financial accounting?

Ans: The final product of financial accounting includes Income statement and Balance Sheet.

Income Statement (Trading Account and Profit-Loss Account):- Trading Account and Profit-
Loss Account are included in the Income Statement, Trading Account to find out the gross profit
or gross loss and Profit-Loss Account to find out the net profit or net loss. Thus, trading account
and profit and loss account display the financial results of a business.

Balance sheet:- Balance sheet shows the actual financial position of the business. It provides
information about the assets and liabilities of a firm/company/institution to users like owners,
creditors, investors, government etc.

3. durhd % {ET 3557 faf@u
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iv.

V.

Vi.
Vii.
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Write the main objectives of accounting.

Ans: The main objectives of accounting are given below.

i
ii.
iii.
iv.
V.
Vi.

Vii.

To keep a systematic record of all business transactions

To determine the profit earned or loss incurred during an accounting period by preparing profit
and loss account

To ascertain the financial position of the business at the end of each accounting period by
preparing balance sheet

To assist management for decision making, effective control, forecasting, etc.
To evaluate the progress and growth of the business year after year.

To detect and prevent frauds and errors

To communicate accounting information to various users

4. AGHA AP F IUTAAFHAT FIT 82

Class-11 (Accountancy) —




Ans:

Ans:

o

AWiehal FAAIT & IUAThAIINT T &l ATorr # fqenfard fear arm 8-

(i) 3afls sgAETRar 3R

(ii) sTEdr STARTEAT|

(i) 3aR® 3TATFAl- F T 3YIRTRAT & S FAT TasaT & 37eX 81 & 3R o8 9 F@era &1 qut fog=or
AT § SO- yaaT & Alfoeh, YaHs, daany AR 4@ 0 Iuemedst & Rl cgaa &
faeir faeRol e drelr uger g B

(i) aEd STRTHA- RN 3TATRAT J FT & SN fFE FedT F I & @ & 3N cgaEm & F
m&ﬁ#%ﬁr@ﬁ%wmwwwwﬁmaﬁ gl d& i
forders 3 TG 32, AeTeR, T IR0, TR, 3‘Er8f|T=I-?IT3-1Tﬁ:T SoT 3UARTHAT3N I ITqTT
& el faaroil o drelr agw w7 gl B

Who are the users of accounting information?

a“.i‘w

Users of accounting information are divided into two categories-
(i) Internal users and
(ii) External users.

(i) Internal Users- These are those users who are inside an organization and over whom the
organization has complete control, such as business owners, managers, employees and workers.
Such users have direct access to the financial statements of a business.

(ii) External Users- External users are those who are outside an organization and are interested in
the financial information of the business and over which the organization does not have complete
control such as- banks and financial institutions, investors and potential investors, creditors., Tax
authority, Government, Consumer etc. These users do not have direct access to the financial
statements of the business.
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Who are the external users of information?

Who are the external users of accounting information? External users of accounting information are
those individuals or organizations that have a direct or indirect interest in the business firm and over which
the organization does not have complete control. They are not part of the management. They do not have
direct access to the internal financial statements of the firm and use published reports such as profit and loss
accounts, balance sheets, annual reports, press releases etc. On the basis of these financial statements, they
take many decisions related to their investment, loan etc. in that institution. Some examples of external users
are — Government, tax authorities, labor unions etc. Each have different interests in the company to fulfill which
they want to know the financial statements.
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Ans:

Distinguish between debtors and creditors.
Difference between Debtors and Creditors is given below.

Basis of difference Debtors Creditors

Meaning Persons or organisations that are liable to | Persons, firms or organisations to whom the

pay money to a firm are called debtors. firm is liable to pay money are called creditors.

Nature They have a debit balance to the firm. They have credit balance to the firm.

Payment Payments are received from them. Payments are made to them.

Accounting These are shown under the head current | These are shown on the liabilities side of
Treatment assets on the assets side of the balance | the balance sheet under the head current

sheet. liabilities.

N

Ans:

Ans:

3til-
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‘Accounting information should be comparable’. Do you agree with this statement? Give two reasons.

Yes, i agree with this statement. Accounting information should be comparable because of the
following reasons.

i. Comparable accounting information helps in inter-firm comparisons. This helps in assessing
viability and advantages of various policies adopted by different firms.

ii. It also helps in intra-firm comparisons that help in determining the changes and also to ascertain
the results of various policies and plans adopted in different time periods. This also helps to
figure out the errors, ascertain growth and assist in management planning.

gagmmwwﬂmﬂﬁaﬁaﬁﬁ% A AwiERT I 1 B quneHF Fevar F1 sedHa
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If the accounting information is not clearly presented, which of the qualitative characteristics of
the accounting information is violated?

If the accounting information is not clearly presented, then the qualitative characteristics like,
comparability, reliability and understandability, are violated. This is because if the accounting
information is not clearly presented, then meaningful comparison may not be possible, as the data
is not trustworthy, which may lead to faulty conclusions.
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Explain the following accounting terms with examples.

(i) Fixed assets

(ii) Revenue

(iii) Expenditure

(iv) Short term liability

(v) Capital

(i) Fixed assets- Such assets are kept in the business for a long period. These assets are not

for sale but are used for the successful operation of the business and to increase the profit
potential of the business. For example, land, buildings, machinery, etc.

(ii) Revenue- Revenue means the amount received from the day-to-day activities of the business
like - amount received from sale of goods and services to customers, rent received, commission
received, dividend, interest received etc. are revenues. Revenue is added in capital.

(iii) Expenses- Expenses are those costs which help in production, business operations and
generating revenue.

(iv) Short-term liabilities- Those payments which are payable within one year are called short-term
liabilities. For example, bank overdrafts, creditors, bills payable, outstanding salaries, short-term
loans, etc.

(v) Capital- This is the amount invested by the owner of a firm/business. This may be in the form of
cash or property. It is the responsibility of the business towards the owner of the firm/business,
as the business is considered separate from the owner. Capital = Assets — Liabilities.
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Define revenues and expenses.

Revenue- Revenue refers to the amount received from the day-to-day activities of the business,
income from the sale of goods and providing services to customers. Rent received, commission
received, royalty and interest received are considered as revenue, as these are regular in nature and
relate to day-to-day activities. It is shown in the profit and loss account and credit side of trading
account.

Expenses- Expenses are those costs that help in production, business operations and generating
revenue. Expenditures are incurred only to maintain the profitability of the business. It shows the
amount spent to meet the short-term needs of the business. It is shown in the debit side of profit
and loss account and trading account. For example, salary, rent paid, salary paid, salary outstanding,
etc.

Class-11 (Accountancy) —=




—

&I 3T WA

Long Answer type questions
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What is accounting? Define its objectives.

Ans:

In modern times, the size of business has become so extensive that hundreds and thousands of
business transactions take place every day. It is not possible for any businessman to remember
these transactions and accounting solves these problems because accounting is the process of
recording financial transactions related to a business.

Accounting means a process of identifying transactions of financial nature, accounting for them in
the journal, classifying them in the respective books of accounts and summarizing them in the form
of final accounts and communicating the results/information obtained from them to their users. . In
accounting, summary means making trial balance. Under the final accounts, trading account, profit-
loss account and financial balance sheet or balance sheet are prepared, and important decisions are
taken by analyzing and interpreting these final accounts.

According to the American Institute of Certified Public Accountants- “Accounting is the practice of
effectively recording, classifying, and summarizing transactions and events that are partly or at least
financial in nature and their results.” It is the art of interpreting.

The American Accounting Association has defined accounting in this way- 'Accounting is a process
of identifying, measuring and communicating economic information on the basis of which users of
information are able to make reasoned decisions.

Thus, under accounting, business monetary transactions are identified, they are measured in terms of
money, they are classified and summarized in related accounts and financial statements are prepared
and finally they are analyzed and communicated. Through accounting books, the businessman gets
information regarding the profit and loss of the business and its financial condition.

The following are the objectives of accounting —

i. To systematically account for business financial transactions - The first objective of accounting
is to systematically account for every business financial transaction because it is not possible
for humans to remember such a large number of transactions and no one can If a transaction
is left out of accounting, it may lead to wrong and erroneous results. In this way, by doing the
accounting in a systematic manner, there is no possibility of mistake and the result is accurate.

ii. Determining profit or loss of business - The second objective of accounting is to determine
profit and loss at the end of the accounting period. To find out profit and loss, the businessman
prepares profit and loss account or income statement. Information about business profit or loss
occurring at a certain time is known only after recording all the monetary transactions in a
systematic manner. Through this, information about the reasons for profit and loss is obtained
and appropriate decisions are taken.

iii. Finding out the financial position of the business - Finding out the profit earned or loss
incurred is not enough because the businessman also wants to know his financial position. That
is, what is the status of assets and liabilities of the business. To know the financial position of
the firm, it is necessary to prepare financial balance sheet. The balance sheet is a statement of
the assets and liabilities of a business as of a particular date. This facilitates ascertaining the
actual financial position of the business.

iv. Help to Management - Systematic accounting helps the management in taking effective decisions,
efficient control over cash management policies, budget preparation and forecasting etc. This
process helps the management by helping in taking the best decisions on the basis of which
the task of formulating policies for the future becomes easier.

v. Assessing the progress of the business - Accounting helps in assessing the progress of the
business, as accounting facilitates both inter-firm and intra-firm comparisons.

vi. Detecting and preventing fraud and errors - It is necessary to detect and prevent fraud, errors,
mismanagement and wastage of finance prevalent in business. Systematic accounting system
helps to easily detect and correct frauds, errors and inefficiencies. Accounting makes the biggest
contribution to any organization by preventing frauds and risks to profits.
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vii. Communicating accounting information to different users - In the accounting process, accounting
information is communicated to both internal and external users. This helps users to understand
and interpret accounting information in a meaningful and appropriate manner without any
ambiguity.

viii. Fulfillment of legal requirements - Accounting is also mandatory to fulfill the legal requirements
of business organizations, profit, dividend and tax are determined on the basis of these accounts
only.
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Describe the information needs of external users.

Ans: The accounting information generated from the accounting process is communicated in the form of
reports, statements, graphs and charts to those users who need it in various decision situations.
There are mainly two groups of users. Internal users and external users. Internal users mainly include
managers who need timely information about sales costs, profitability etc. for planning, control and
decision making and who have limited rights, abilities and means to obtain the necessary information.
There are many external users of accounting information who need it to make decisions, make
investment plans and assess the financial position of the business and who have to rely on financial
statements (balance sheet, profit and loss account). The information requirements of external users
are as follows:
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Vi.

vii.

viii.

Creditors - These are the persons and organizations from whom a business or organization has
purchased goods or services on credit. These creditors are there to receive payment on the
date of liability, to obtain information about business continuity and the credit capacity of the
business. These require accounting information.

Banks and other financial institutions - Banks and other financial institutions that provide
finance in the form of loans and advances to various businesses. Thus, to provide loans or
advances, they require information regarding liquidity, creditworthiness, solvency and profitability
of the business, and this type of information is obtained through accounting information.

Investors and potential investors - These are individuals who invest or plan to invest in a
business. Takes interest in accounting information to assess the risk of investment and the
return on it.

Tax Officer - To levy various types of taxes on business, they need information about sales,
revenue, profit and taxable income. For this reason, accounting information is required for the
tax officer.

Government - It requires accounting information to determine national income, gross domestic
product, industrial growth etc. Accounting information helps the government in formulating various
policies and solving various economic problems like employment, poverty etc.

Researchers - Various research institutes conduct research projects and accounting information
facilitates their research work.

Consumers - Every businessman tries to build his reputation in the eyes of consumers, which
can be easily built by selling high quality products at reasonable prices and good after sales
services to the consumers. He helps the customers to know the true cost of production and
accordingly assess the degree of reasonableness of the price charged by the business for its
products and thus helps in building the returns of the business.

Public - The public has a keen interest in knowing how much profit the business spends on
various public welfare schemes; For example, charitable hospitals, funding schools etc. They get
this information from the profit and loss account and balance sheet of the business.
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What do you understand by property? What are the different types of property?

These are the economic sources of an enterprise which can be usefully expressed in the form of money.
Assets are the value of assets owned by a business and used in the operation of the business. That is his
property.Assets are generally divided into two categories — Current Assets (Moveable Assets) and non-current
assets (fixed assets).

Non-Current Assets (Fixed Assets) - These are those assets which are held in the business
for long term. These assets help in the successful operation of the business and increase the
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profit earning ability of the business. These assets are not for sale, for example, land, building
machinery etc.

Non-current assets are of two types -

a. Tangible Assets - Assets which have physical existence, which can be seen and touched,
are called tangible assets; For example, land, furniture, buildings, machines etc.

b. Intangible assets - Assets that have no physical existence, cannot be seen or touched,
but have monetary value. Such assets are called intangible assets. For example, goodwill,
patent, trademark, etc.

ii. Current Assets - These are those assets which can be converted into cash or cash equivalents
within a short period i.e. within twelve months or one year, they are called current assets. These
are required to complete daily business activities. Current assets are also called variable assets
or cyclical assets. For example, cash, debtors, stock, etc.
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Explain the meaning of gain and profit. Distinguish between these two terms.

Profit—- Excess of revenue over expense is known as profit. It is normally categorised into gross
profit or net profit. It increases the owner’s capital as it is added to the capital at the end of each
accounting period. For example, goods costing Rs 1, 00,000 is sold at Rs 1,50,000, then the sale
proceeds of Rs 1,50,000 is the revenue and Rs 1,00,000 is the expense to generate this revenue.
Hence, accounting profit of Rs 50,000 (i.e. Rs 1,50,000 - Rs 1,00,000) is the difference between
the revenue and expense that is earned by the business.

Gain- It arises from irregular activities or non-recurring transactions. In other words, a gain is a result
of transactions that are incidental to the business, other than operating transactions. For example, an
old machinery of book value Rs 30,000 is sold at Rs 35,000. Hence, the gain is Rs 5,000 (i.e. Rs
35,000 - Rs 30,000). Here, the sale of the old machinery is an irregular activity; so, the difference
is termed as gain.

Thus, in other words the only difference between profit and gain is that profit is the excess of
revenue over expense and gain arises from other than operating transactions.
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Explain the qualitative characteristics of accounting information.

Qualitative characteristics of accounting information increases its comprehensibility and usefulness.
It is necessary to have the qualities of reliability, relevance, comprehensibility and comparability.
Accounting information should have the following qualitative characteristics -

i. Reliability - Reliability means that the user can trust the information. The reliability of accounting
information depends on the extent to which the measurement and representation of the events
and transactions that have occurred are true and representative, and all accounting information
is verifiable and can be verified from the source document (voucher). Cash memo, bill etc.
Therefore, the information available should be free and fair from any errors and should reliably
reflect what is expected of it. To ensure reliability, the information must be reliable, independently
verifiable by parties using the same measurement methods who are unbiased and dedicated.

ii. Relevance - Relevance means that all items of information that can assist users in making
decisions and/or predictions should be reported. Information will be relevant only when it is
available in a timely manner for prediction and response.

iii. Comprehensibility - Comprehensibility means that people who make decisions must understand
accounting information in the context in which it was prepared and presented. Accountants
should present the information in such a way that it is comprehensible, without losing relevance
and credibility, and every user is able to interpret the information in a meaningful and appropriate
manner without any difficulty.

iv. Comparability - It is the most important property of accounting information. Comparability
means that the accounting information of the current year can be compared with the accounting
information of the previous year. Comparability enables intra-firm and inter-firm comparisons. It
helps in assessing the results of different policies and programs adopted by the same or different
businesses in different time frames. Furthermore, it helps trace the growth and progress of the
business over time and in comparison to other businesses. To compare accounting documents,
it is necessary that they relate to the same period, same measurement units and in the same
format.
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Describe the role of accounting in the modern world.

Accounting is an integral part of modern business. In modern times, the role of accounting is not
only limited to recording financial transactions but it also provides a basis for making many decisions,
providing relevant information to various users as well as helps in formulation of various plans of the
organization. Thus accounting helps an organization to achieve its goals and objectives by collecting,
organizing and communicating information about its activities.

Accounting is essential for the successful conduct of modern business operations. Why accounting
is necessary in modern times can be explained by the following arguments -

i. To assist management - Management uses the information obtained from accounting for
forecasting future conditions, preparing budgets and taking various control measures and making
various plans related to business activities. Thus accounting helps in management

ii. Comparative Study - Accounting information helps us to know the performance of the business
by comparing the current year's profit with the previous year's profit and with other firms in the
same industry.

iii. Compensating for the lack of memory power - No person, no matter how capable and skilled
he is, can remember all the transactions. Hundreds of thousands of transactions take place
every day in business and remembering all these transactions is beyond the capacity of the
human brain. Accounting removes this deficiency and if any transaction is left out of accounting
then it can lead to wrong and erroneous results. In this way, by doing the accounting in a
systematic manner, there is no possibility of mistake and the result is accurate.

iv. Information for the user - Accounting involves recording relevant and reliable financial
transactions, summarizing them and preparing financial statements. With the help of these
financial information, users take many of their decisions.

v. Helpful in preparing financial statements - The financial position of a business can be shown
with the help of accounting statements. Accounting helps in preparing financial statements, so
that information about profit, loss and financial position of the business can be obtained. Thus,
accounting helps in preparing financial statements. Financial statements help in making plans for
future operations.

vi. Helpful in business valuation - Through accounting, proper valuation of a business becomes
possible and fair prices are determined for buying and selling of business.

vii. As evidence in the court - When a businessman becomes insolvent (i.e. his debts exceed his
assets), he can prove his weak state by showing the account books in the court and he can
ask the court for his Can be declared bankrupt.
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viii. Protection from fraud by employees - When transactions are recorded in the ledger, no

employee can easily cheat or fraud and the businessman has accurate knowledge of the profits.
This is especially important for those businessmen who are not able to keep a complete eye
on their employees.
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Describe the limitations of accounting.

Ans: FoIIowmg are the main limitations of accounting -

Accounting only for monetary facts - Under accounting, only monetary transactions are accounted
for, and transactions of non-monetary nature or qualitative elements like management reputation,
employee morale, labor strikes, etc. are not accounted for.

Incomplete Information- Accounting transactions or information can be manipulated by accountants
to show the financial value of a company in powerful aspects. The financial position and profit
and loss of the business shown by accounting are not completely true. Due to which the results
also become incomplete.

Difference in adherence to accounting principles - Some accounting principles are followed
while doing the work of accounting. Due to differences in adherence to accounting principles,
their results also differ and it becomes difficult to compare them.

iv. Limited period information - Accounting provides financial information for a limited period.

v. Not giving information about actual value - Under accounting, the asset is accounted for at
its cost value due to which information about its actual value is not available, and the financial
statement of the business does not reveal the true position.
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