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Group C Theory  

 

Accounting information refers to the financial information produced by the accounting process after recording, 

classifying, summarizing, and analyzing the financial transactions of a business. It provides useful information about the 

financial position, financial performance, cash flows, assets, liabilities, income, expenses, and profitability of an 

organization. लखेा सूचना भन्नाले कुनै व्यवसायका आर्थिक कारोबारहरूलाई अभिलखे गने, वगीकरण गने, संके्षप गने, ववश्लेषण गने तथा व्याख्या 
गने लेखा प्रक्रियाबाट प्राप्त हुन ेववत्तीय जानकारीलाई बुझिन्छ।The major sources of accounting information are the Income 

Statement, Balance Sheet/Statement of Financial Position, Cash Flow Statement, Statement of Changes in Equity, and 

related accounting reports. लेखा सूचनाका प्रमखु स्रोतहरूमा आय वववरण (Income Statement), वासलात/ववत्तीय स्थथतत वववरण (Balance 

Sheet/Statement of Financial Position), नगद प्रवाह वववरण (Cash Flow Statement) तथा पूूँजी पररवततन वववरण आदि पििछन।् 

 

Users of Accounting Information 

Users of accounting information can be broadly classified into internal and external users. 

A. Internal Users 

Internal users are people within the organization who use accounting information for planning, controlling, and decision-

making. 

1. Management 

2. Owners/Shareholders 

3. Employees 

 

B. External Users 

External users are individuals or organizations outside the business who have an economic or financial interest in the 

organization. 

1. Existing and Potential Investors 

2. Creditors and Suppliers 

3. Banks and Financial Institutions 

4. Government 

5. Tax Authorities 

6. Customers 

7. Competitors 

8. The General Public 

9. Regulatory Authorities 

 



 
Describe: 

A. Internal Users 

1. Management 

Management is one of the most important users of accounting information. Managers need information about sales, 

costs, profits, cash flows, assets, and liabilities to make business decisions. 

They use it for: 

• Planning business activities  

• Controlling costs  

• Preparing budgets  

• Evaluating performance  

• Making pricing and investment decisions 

 

2. Owners/Shareholders 

Owners use accounting information to determine: 

• Profitability of the business  

• Return on their investment  

• Financial position of the business  

• Prospects of the organization  

They can decide whether to increase, maintain, or withdraw their investment. 

  

3. Employees 

Employees are interested in accounting information because the financial performance of the organization affects their 

job security, salary, bonus, incentives, and other benefits. 

They may also use it while negotiating wages and other employment conditions. 

 

B. External Users 

External users are individuals or organizations outside the business who have an economic or financial interest in the 

organization. 

1. Existing and Potential Investors 

Investors use accounting information to evaluate the profitability, risk, financial position, and prospects of a business. 

Potential investors use it before deciding whether to invest in the company. 



 
2. Creditors and Suppliers 

Creditors and suppliers provide goods, services, or loans on credit. They need accounting information to assess the firm's 

ability to repay its debts on time. 

For example, a supplier may examine the financial statements before allowing a business to purchase goods on credit. 

3. Banks and Financial Institutions 

Banks use accounting information when deciding whether to grant loans or other financial facilities. 

They examine: 

• Profitability  

• Cash flow  

• Existing liabilities  

• Debt-paying capacity  

• Financial position  

4. Government 

Government agencies use accounting information for: 

• Tax assessment and collection  

• Economic planning  

• Regulation of businesses  

• Preparation of national economic statistics  

• Monitoring compliance with laws  

 

Accounting information is an essential source of financial knowledge for an organization. It provides information about 

profitability, financial position, liquidity, cash flows, and business performance. Both internal and external users 

depend on accounting information for rational economic decisions. Therefore, accounting information should be 

reliable, relevant, understandable, comparable, and timely. 

 

 

  



 

 

Source documents are the original documents or written evidence that provide proof of business transactions and serve 

as the basis for recording those transactions in the books of accounts. 

In simple words, a source document is a document that provides evidence that a financial transaction has actually taken 

place. 

Examples of source documents include: 

• Invoice  

• Cash memo  

• Receipt  

• Cheque  

• Debit note  

• Credit note  

• Bank statement  

• Voucher  

• Pay-in-slip 

 

Objectives of Source Documents 

The major objectives of source documents are: 

1. Evidence of transactions 

They provide documentary evidence that a business transaction has occurred. 

2. Basis for accounting records 

They provide the necessary information for recording transactions in journals and other books of accounts. 

3. Prevention of fraud and errors 

Source documents help reduce the possibility of fraud, manipulation, and accounting errors by providing supporting evidence.  

4. Verification and checking 

They help accountants, auditors, and management verify the accuracy and authenticity of recorded transactions. 

5. Legal evidence 

Source documents can be used as legal evidence in case of disputes, investigations, or other legal matters. 

 

  



 
Group B Theory  

Q.N 13 (b) 

 

Thank you.  

 

 

Bad debts are the amounts of credit sales or accounts receivable that cannot be recovered from customers due to their 

inability or unwillingness to pay. Bad Debts (खराब ऋण/असुल हुन नसकेको ऋण) भन्नाले ग्राहकलाई उधारोमा बबक्री गरेको रकममध्ये 

ग्राहकको असक्षमता वा अन्य कारणले िववष्यमा असुल हुन नसक्न ेरकमलाई बुझिन्छ। 

In simple words, when a customer fails to pay the amount owed to the business and the amount becomes irrecoverable, 

it is called a bad debt. सरल भाषामा, ग्राहकबाट ललनुपने रकम असुल हुन नसकी Irrecoverable भएमा त्यसलाई Bad Debt भननन्छ। 

 



 
Suppose a business has sold goods on credit for Rs. 50,000 to a customer. If the customer becomes insolvent and only Rs. 

40,000 can be recovered, the remaining Rs. 10,000 is a bad debt. 

Bad debts are treated as an expense/loss of the business. 

Methods of Estimating Bad Debts 

Since some customers may fail to pay their outstanding amounts in the future, businesses estimate expected bad debts. 

The major methods are: 

1. Percentage of Credit Sales Method 

Under this method, bad debts are estimated as a certain percentage of total credit sales made during the accounting 

period. 

Formula: 

Estimated Bad Debts = Credit Sales × Estimated Percentage 

Example: 

If credit sales are Rs. 500,000 and estimated bad debts are 2%: 

Bad Debts = Rs. 500,000 × 2% = Rs. 10,000 

This method mainly focuses on the expense arising from credit sales. 

 

2. Percentage of Accounts Receivable Method 

Under this method, bad debts are estimated as a certain percentage of the outstanding accounts receivable/debtors at 

the end of the accounting period. 

Formula: 

Estimated Bad Debts = Accounts Receivable × Estimated Percentage 

Example: 

If accounts receivable are Rs. 400,000 and estimated bad debts are 5%: 

Bad Debts = Rs. 400,000 × 5% = Rs. 20,000 

This method focuses on estimating the amount of receivables that may not be collected. 

 

 

 

 

 



 
A lease is a contractual arrangement in which the owner of an asset gives another person or organization the right to use 

and enjoy the asset for a specified period in return for periodic payments called rent or lease payments. 

The owner of the asset is called the lessor, while the person who obtains the right to use the asset is called the lessee. 

For example, if a company takes a building from its owner for five years by agreeing to pay Rs. 50,000 monthly, the 

owner is the lessor, the company is the lessee, and the monthly Rs. 50,000 is the lease rent. 

Lease (पट्टा/भलज) भन्नाले सम्पत्तिको माललकले आफ्नो सम्पत्ति अको व्यक्तत वा संस्थालाई तनस्श्चत अवधिका लाधग प्रयोग तथा 
उपिोग गनत ददने र त्यसको बदलामा तनस्श्चत रकम िाडा वा Lease Payment का रूपमा प्राप्त गने कानुनी सम्झौतालाई बुझिन्छ। 

सम्पत्तिको माललकलाई Lessor (पट्टादाता) र सम्पत्ति प्रयोग गने व्यक्ततलाई Lessee (पट्टािारी) भननन्छ। 

कुनै कम्पनीले भवनको माललकसँग ५ वषिका लार्ग मालसक रु. ५०,००० भाडा नतने गरी भवन ललयो भने भवनको माललक Lessor, 

कम्पनी Lessee र रु. ५०,००० Lease Rent हुन्छ। 

Parties to a Lease 

1. Lessor 

The lessor is the legal owner of the asset who gives the right to use the asset to another party under a lease agreement. 

Lessor भन्नाले सम्पत्तिको कानुनी माभलकलाई बुझिन्छ, जसले आफ्नो सम्पत्ति अको पक्षलाई ननक्चचत अवर्धका लार्ग प्रयोग गनि 
दिन्छ। 

2. Lessee 

The lessee is the person or organization that obtains the right to use the leased asset and agrees to make lease 

payments. Lessee भन्नाले Lessor बाट सम्पत्ति प्रयोग गने अर्धकार प्राप्त गरी सम्िौताअनुसार िाडा/Lease Payment ततने व्यस्क्त वा 
संथथालाई बुझिन्छ। 

 Essential Elements of a Lease 

1. Legal Agreement 

A lease is based on a legal contract between the lessor and lessee. The rights and obligations of both parties are generally specified 

in the agreement. 

2. Identifiable Asset 

The lease normally relates to a specific asset, such as: 

• Land  

• Building  

• Machinery  

• Vehicle  

• Equipment  

• Office premises  

3. Right to Use 



 
The lessee receives the right to use the asset for an agreed period. Ownership and the right of use are distinct. 

4. Lease Period 

A lease agreement specifies the period for which the asset can be used. It may be short-term or long-term. 

Thus, a lease is an important legal and financial arrangement between a lessor and a lessee. The lessor provides the 

right to use an asset, while the lessee agrees to make specified payments for the agreed period. Therefore, the 

statement correctly emphasizes the key features of a lease—ownership by the lessor, right of use by the lessee, a 

specified period, and payment of rent. यसरी, Lease एउटा महत्वपूणत काननुी तथा ववत्तीय सम्झौता हो, जसमा Lessor ले सम्पत्ति प्रयोग गने 
अर्धकार Lessee लाई ननक्चचत अवर्धका लार्ग प्रिान गछि र Lessee ले त्यसको बिलामा सम्िौताअनुसार भाडा नतछि। त्यसलैे प्रचनमा दिइएको 
भनाइले Lease का मुख्य त्तवशेषताहरू—Lessor को थवाभमत्व, Lessee को प्रयोग अधिकार, तनस्श्चत अवधि र िाडा िुक्तानीलाई स्पष्ट रूपमा समेटेको 
छ। 

 

 

Value Added Statement (VAS) is a financial statement that shows the value created by a business and how that value is distributed among 

different stakeholders. 

Value Added = Sales/Output − Cost of Bought-in Goods and Services 

 

Advantages of Value-Added Statement 

1. Shows value creation – Shows the wealth created by the business.  

2. Shows distribution – Shows how value is distributed among employees, government, lenders, shareholders, and the business.  

3. Useful to employees – Shows employees' share through wages, salaries, and benefits.  

4. Helps management – Useful for measuring performance and productivity.  

5. Useful to investors – Helps investors understand the company's economic performance. 

Thus, VAS shows how much value a business creates and how that value is distributed among stakeholders.

 

 

 

Q.N 13 A Solution                                    Machinery Account  



 

Date  Particular Amount Date Particular Amount 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

     

 

 

 

 

 

 

 

 



 

  



 
 

 

 

 

  



 

 

  



 
 

  



 

 

   

   

 

 

 

  



 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 
     

     

 



 
 

  



 
 

  



 
 

  



 

 



 
  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

 

 

 

 



 
 

 

 

 

 

 

 

 

 


