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How to easily pass in Account? TIPS and TRICKS

Group A

1.What is Financial Accounting?

Financial accounting is the process of recording, classifying, summarizing, and reporting financial
transactions to prepare financial statements for users.
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2. Define the Realization Concept of Accounting.

The realization concept states that revenue is recognized when it is earned or realized, generally when

goods or services are sold or provided. e ITURVIMBAR a8 aT Aar B a1 vg= M ImE FABTIRS A
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3.What is a Periodic Inventory System?

Periodic inventory system is a system in which the quantity and value of inventory are determined at
the end of an accounting period through physical counting.. 3maf= Hlsara yomel s==wr o s s
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4. Write down the meaning of Contingent Liabilities.
Contingent liabilities are potential obligations that may arise in the future depending on whether a

partic;lar event occurs. A QIfeT il SIS ot MR TCaT GEAT a1 TEHT ST g1 Faet mﬁD
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5.What is GAAP?

GAAP stands for Generally Accepted Accounting Principles. It refers to the commonly accepted
accounting principles, standards, and rules used in preparing financial statements. GAAP &l 1 &9
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6. Following information are provided:
Started business with cash Rs. 300,000 and stock Rs. 100,000.
Paid salary Rs. 195,000 including advance of Rs. 15,000.

Required: Accounting equation S
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7. You are provided the following information:
Saes ¢ Rs. 150,000  Salarytostaff 7~ Rs2
Dividend received  Rs. 10,000 Income tax paid 1.  Rs.
Opening stock Rs. 20,000 Closing stock
Purchene Rs. 80,000 Depreciation Y  Rs. 8,0

Required: Amount of value added.
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8. Follbwh;nnn‘suommgiwn: ’? % é

June 10: Purchased from R Fumiture
: 6 Sofa Set @ Rs. 20,000 each .
10 Chairs for Rs. 5,000 ~
9AQA\S ~

(Trade Discount @ 10%)
June 25: Purchased from S Fumiture:
10 Tables @ Rs. 5,000 cach
10 Chairs @ Rs 4,000 cach with trade discount @ 5%

Required: Purchase Book
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signing a 3-months, 12% note payable. llpudthepnnupdmdmm %
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Required: Journal entries for issuc and retirement of note. fégv\
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10. A Company issued Rs. 300,000 face value bond at discount of Rs
30,000. The unamortized discount was Rs. 5,000 and the bond contains a
call provision of Rs. 102 e

Required: Gain or loss on carly redemption of bond
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Group C Theory
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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. A@T T ellel Fol HTHIH HTeh HRITREEeS HfFAG 1ef, Faffeor a1k, waiw a1, faarwor ot aur sarear
I SEr gfFaEe yea &l el sTesriens gfgi=s I 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. oG FAATH FHT HIAGEHT A fFaT (Income Statement), arrea/fadar Fufer faawor (Balance

Sheet/Statement of Financial Position), 731G YdaTg fda3or (Cash Flow Statement) T ‘?I;Gﬁ gRadsr RQavor 3nfe CI'é'GE[I

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.

Existing and Potential Investors
Creditors and Suppliers

Banks and Financial Institutions
Government

Tax Authorities

Customers

Competitors

The General Public

Regulatory Authorities
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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:
e Planning business activities
e Controlling costs
e Preparing budgets
e Evaluating performance

e Making pricing and investment decisions

2. Owners/Shareholders
Owners use accounting information to determine:
e Profitability of the business
e Return on their investment
e Financial position of the business
e 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:

e Profitability

e Cash flow

e Existing liabilities

e Debt-paying capacity

e Financial position
4. Government
Government agencies use accounting information for:

e Tax assessment and collection

e Economic planning

e Regulation of businesses

e Preparation of national economic statistics

e 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.




(b) Define source of documents. Write down the objectives of source

‘of documents. [3+5 =8§)

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:

e Invoice

e Cashmemo
e Receipt

e Cheque

e Debit note

e Credit note
e Bank statement
e Voucher

e 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)

In every business, assets play an important role in achieving its objectives. Assets are of two types:

Tangible Assets and Intangible Assets.
Tangible assets have physical existence and can be seen or touched,
whereas intangible assets have no physical form but provide economic benefits to the business.

BASIS TANGIBLE ASSETS INTANGIBLE ASSETS
: P \
o MEANING y Assets having physical g Assets having no physical \
doe(al  existence. existence. |

9 PHYSICAL FORM They can be seen ‘ They cannot normally be

® and touched. = seen or touched.

They represent legal or
economic rights/benefits.

e NATURE o They are physical
o in nature.
Land, building, machinery,
o EXAMPLES & g vehicle, furniture.
Generally easier to
e VALUATION 0 identify :nd value. difficult and may involve
L estimation.
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Goodwill, patent, copyright,
trademark, franchise.

Valuation is comparatively
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of bad debts, Also explain in brief the methods

(51

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 (@1 FUI3 el g1 ATHD! FOT) $oalTol ATghells SURIAT fIhT IR IHFAHALT
AEHH FHETHAAT AT IHed FROTA HISHAT YA gl AT THHS Ao |

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. EXel HTNTAT, ATgehde [Iquel THA I el STHEHT Irrecoverable HUHAT cIHTS Bad Debt HiAwa |




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 x Estimated Percentage

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

Bad Debts = Rs. 500,000 x 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 x Estimated Percentage

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

Bad Debts = Rs. 400,000 x 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.
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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 $feallel HEUTIh! FHIAT HATTAFS iSies, Sl NI Gl 3epl TaTers fAfRad srafeer anfar s=ier are
fe=ol
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 3e=iTel Lessor STC HFERT T 3o AN UIed IR HFHAIIIHIHR HTST/Lease Payment faef safda ar
HEUTATS Ao

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:
e land
e Building
e Machinery
e \Vehicle
e Equipment
e  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. I, Lease U3eT Hgcaqol Fiefeit duT faeia wwzilar &1, ST Lessor of Tl Filar aref
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of value
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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.
13V achine

Thus, VAS shows how much value a business creates and how that value is distributed among stakeholders.
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11. The following information is provided:

“ | Current ratio 2
Prepaid expenses | Rs. 48,000
Debentures Rs. 200,000

Current Liabilitics Rs. 200,000
Inventory Rs. 90,000
Shareholder’s equity | Rs. 600,000

Cpnati preitcr Ui e, Rs 100,000 being 10% of Sales.

Income tax is 25%
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¢. Debt to total capital ratio
f. Retum on shareholder’s equity
£ Net profit margin [1+6x1.5+10]
gollion B queshim Wo. sb
N 6 per X Fmérw ¢ -t
@ Vet pa)) oL\« fax = O 525D
— yewessO (27
- B, ¥5.0°°
go/.
: sl K15
@ ’\moW\\ % Gales = OYVNL% F % 107
Lob
- Lo :-;
= proposS®
e @ A- ©A P

@u:c\« Aml‘ l.\f"“w Tovenyery | shecls

Coron) \elatl \iey

oy — Jo 002

@ COU‘.Ck Yollo =

4,650,000 = 490

-
-

Q‘G-Q‘Qm

1.9y 0 4

-

e Cuﬂ“‘U\'\)( <a Vo = Coxeeny M-\
Curremk ,\:o\o.‘h*“"j




o C-Q
S
2,00, 89

o, cuveenk (r\e«.e-\ -% 4,60, o0

LAY o\\\o-_ I\]Q‘\ 5@‘%
@‘SWEV\\"J o over v iweﬂ“ﬁg

10,00 082

-
e

9o.om

- 13y Fimen

@ “De\o){ ,\@ ,‘DM C“\oi\"‘\ vallo = Z_Sb% fexm de bt r\\@\’.
..-r;‘\:..,,\ Co\(«??\-\)\

‘ﬁ\\’le)zQ.j 4’5&0& (‘_Q\OIM - LD X SHE
- -?|0n9a0(f° X é'do'cqb

=$.9, 60 I

NY . e o1} Afder Tox
@’Re)rw\ Yo ehpreho\de €‘] U ‘;mmef) &?\A‘*’jeﬂ““y

P

- \2- 5 rl‘

@ et ‘ME’)( mc‘a"": N el \?M)\J( AU"’? <‘m“;\;w‘/.

NeY USo\‘j

= j_i‘,gfz—- KA/

lo,s0, S

- q-5°- A‘,},/




/Ammymvﬂesywdnfcllowmginfmmhwdwlhe
inventories for the month of Chaitra.
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Attcmpt any TWO questions: [2x15+30]
17. Following are the transaction of a company.

5 tc'eo\
A Started business with cash Rs. 800,000 in exchange of 8,000 shares of /@Oﬁi"—/
Rs. 100 each. 1o, U

\ " Deposited into bank Rs.300,000. =" *3 by
interest.

T ef\”““‘q/ | s
Mookahnk\onofks.loo,m THD L=l

IV. Sold merchandise goods for Rs.300,000 sassount. | oce -} | aome
‘\/memmmwn;mmoum Jg— _,A—-‘ ffh(m(
i Paid Rs.10,000 for i : Gyl
. f insurance premium.
. Received Rs.270,000 after deduction of 10% discount from the v V..
customers - k s> 27eFex 0 3 /f\/]
([T b ‘__% c(
AL Pid Rs. 170,000 in full scttlement of Rs.180,000 by cheque. X
\}deﬁdw bill Rs. 5,000 ey
X/ bre-paid office rent Rs.26,000by issuing cheque. L/T
Additional information "’ —2 )4
\_#" Closing stock Rs, 20,000.
< . "__-: >
M Prepaid ront expircd Rs. 24,000, B > Y
Mh‘aﬁhloﬁw
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Balance Sheet
Year 1| Year 1l Assets | Vear 1| Year Il
4 | $00,000 | 1000,000 Land and building 300,000 | 340,000 /‘\__) _
$0,000 | 100,000 Plant and machinery | 500,000 | 700,000 A
- | 200,000 | lnventories . 230000 | 300000 n\ — |
| 180,000 | 160,000 [ Accounts receivable | 220,000 | 250,000 -
| sa000 | 60,000 | Provision for : LT
| 140,000 | 280,000 | doubtful debts (40,000) | (30,000) Ly 2
b, * Cash at bank 40,000 | 240,000
e ———— . - P? -_) B
1.2%0,000 | 1300.000 1,250,000 [1500,000 Qx]
Income Statement
* Particulars | Rs. Rs.

1000,000 —
ods sold 600,000 ’J}) Riuden d 25w
| 3 \ 400,000 X
T( M flg:x D(V\rdx"ﬂé FQ\ c; =
a => 40,000
aion.. - >6o.ooo pie ore®
pﬂgmmn 40,000 260,000 O__Q-\-Ndr"rc‘*”f’

140,000

[6+34442~15]

Cash flow statement by using direct method
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