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Questions Need to Answered :

1. What is Bookkeeping & Accounting

2. Why we need it
3. Its role in Business Management

4. Who uses its Information
5. How can we maintain the accounts
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Accounting Terms
Transactons

Liabilties

Purchase Sales Purchase Sales Return
Return
S Bank
Stock Depreciation | oyergraft



Primary Objective To Earn Profit
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Economic Activity

An organization or economic system where goods and services are exchanged for one another
or for money.
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The person who starts the organization is called proprietor /owner

Single —> | Owner/Proprietor
Ownership
Partnership Partners
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—
)

—/

ingle
— e

Owner’s Capital
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Partners Capital

Share Capital




|’ Assets ]
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[ Tangible ] [ Intangible J
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[ Fixed Assets j [ Current Assets |
{1} Building (1) Cash (1} Godwill
(2) Plamt (2) Bank Balance (2) Patent
(3) Land (3) Stock (2) Copy Right
(4) furniture {4) Debtor (4) Trademark

(9) Equipmen‘t (9) Bills (9) nezign


https://www.investopedia.com/terms/e/economic-value.asp

Assets

Non Current

Land &Building

Plant
Machinery
Furniture
Computer
Loose tools

(1) Goodwill

(2) Patent

(3) Copyright
(4) Trade Mark
(5) Design
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Name of the Accounts

Fixed Assets /Current Assets

S.No

Name of Assets

Fixes /Current /Wasting
Assets

Bank Balance

11

Gold & Precious Stones

Land

12

Bills receivable

Building

13

Live stock

Goodwill

14

Railway Sliding

Prepaid Rent

15

Commission earn not received

16

Cash Fittings
" |Furniture 7 |Plant
®  |Machine ' |Computer
°  |Loose Tools ®|Car
" |Stock * |Inventory




Wasting Assets

ail wells

Discount of
Shares/Debentures

Other Types of - Underwriting

Assets = Shares

Preliminary
Expenses

Shares /Debentures
Fimancial Assaets

LIC/FD/KWVS




Liabilities refer to the financial obligations of a business
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Internal/Owners
Liabilties

/ Liabilities

External
/Outsiders
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Goods [:>‘ Product or sewi:eﬂ




Purchase :-Purchases always refer to purchases of merchandise
Purchases means the purchases of such goods and services in which a firm deals
For Example :- Furniture dealer purchased chair for the purpose of reselling
.- Cloth seller bought cloth for cloth reselling purpose

. Bought to Resale or Manufactured Something RUICHASE
e >

CashiPurichase

PUrchase

CreditPurchase:




Purchase return / Return Outward

Sold Goods

)

Sellers customers
Goods return

G —

Sales return /Return inward
Suppliers Business

Purchase return /Return outward
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Bank Overdraft.

o An overdraft allows the individual

to continue withdrawing money
OVERDRAH even if the account has no funds in
it or not enough to cover the
withdrawal.

e« An overdraft is an extension
of credit from a lending institution
when an account reaches zero

Bank Overdraft

S



https://www.investopedia.com/terms/c/credit.asp

Expenditure

Outflow of Cash for Acquiring
Permanent Assets
Non Recurring in Nature

Routine Expenditure incurred in
Normal course of business
Recurring in Nature

Consumed one year

P&L Item

Heavy Amount Expenses which

lts Benefit over several years give benefits over several Years

Balance Sheet Item

:-Advertisement
:-Capital Issue Expenses

For Example : Purchase :-Underwriting Expenses

Machinery ,Car etc.

For Example :-Rent , ,Repair,
Insurance ,wages etc.

Quotes for illustration purposes only



Purchase of Machinery

Normal repairs of Machinery

Purchase of Investment (Shares )

Rent Paid

Petrol Used in Car

Furniture Purchased

Interest Paid

Car Purchased

O©| 0o N O o M W[ N| P

Freight Paid
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Insurance
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Withdrawal Money

Business

« Payment of LIC Premium by Firm
« Children School fee paid by Firm



Transactions are those activities of a business,
which involve transfer of money or goods or
services between two persons or two accounts

Money or Goods

Exchange

Non
Economic

. . ' ; Transactions B
Cash Transactions :-In Cash Transactions , S~— : /.

Money flow immediately with Transactions

Credit
Transactions

Credit Transactions :-Flow of Money Not
immediately with Transactions .only goods
/services will delivered /rendered
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Rahim starts business with Cash -1 ,00, 000/. = "h- -
He deposits maney into the Bank - 5% '«"’-‘“7 L o e

He buys goods for Cash — N O O DL T e
.He takes out money from the shop and gives it to his W|fe for b
He attends a family function and gets present worth =3, ,000/
He pays salary to hIS domestlc servant — -500/- out of his pockgt

« - -
Bl
-

Find which of the statements are true and which are false.
Shifting of goods from one place to another within a shop is business transactlo .
Profit is the reward to the owner for his business activities
.Purchase of vegetables for use at home is not business. transaction



e State with reasons whether the following events are transactions or not to Mr.
Nikhil, Proprietor, Delhi Computers

o Mr. Nikhil started business with capital (brought in cash) Rs. 40,000.
o Paid salaries to staff Rs. 5,000.

o  Purchased machinery for Rs. 20,000 in cash.

o Placed an order with Sen & Co. for goods for Rs. 5,000.

o Opened a Bank account by depositing Rs. 4,000.

o  Received pass book from bank.

o Appointed Sohan as Manager on a salary of Rs. 4,000 per month.

o Received interest from bank Rs. 500.

o Received a price list from Lalit.



Class Assignment

From the following identify revenues, expenses and expenditure.
I.Rent Received

i.Salaries Paid

ii.Cost of Raw Material

iv.Furniture Purchased

v.Commission Received

vi.Insurance Premium Paid

vii.Machines Purchased

viii.Advertising

Classify the given items into assets, liabilities, capital, revenue and expense.
I.Stock-in-hand

ii.Rent Paid

lii.Advertising

Iv.Creditors

v.Outstanding Expense (rent)
vi.Interest Received

vii.Capital Introduced

viii.Furniture and Fittings
ix.Insurance Premium Prepaid
x.Commission Received in Advance
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