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FOREWORD 

16th October, 2020 

The Covid-19 pandemic has created unprecedented challenges for 
the entire world and schools were required to quickly adapt to the "New Normal". We 
needed to adapt while running. The focus changed to remote learning and creating 
opportunities for self-study by students.  

 

Every challenge is an opportunity to innovate. We at Indo English School believe that 
this temporary lockdown should not deprive our students from having productive 
learning opportunities. Our teachers have worked very hard to ensure minimal 
disruption in the learning opportunities for our students innovating and learning on 
the go. 

 

IES has been at the forefront of this digital revolution in education in Rourkela. More 
than a decade back, we pioneered the introduction of SmartClasses in Rourkela and 
now we have again pioneered the taking education beyond the classrooms by 
launching our own online education portal www.iesrkl.org. This portal and its contents 
have been created by our own teachers from IES and we are proud of the content but 
also the value that it is adding to our students. 

 

Today, on the 80th birthday of our founder Mr Mihir Baran Mukherjee we rededicate 
ourselves to follow his vision of ‘student centric leaning’ and ‘education beyond 
classrooms’ and are proud to take another step by launching content in the form of e-
books for our students to facilitate self-study beyond classrooms. These e-books have 
been created by our teachers for our students who have enthusiastically adapted 
themselves to the "New Normal".  

 

Let us all work towards creating meaningful learning opportunities for our children.  

 

Manju Mukherjee 
Secretary, IES Managing Committee 
Founder-Principal, Indo English School 
 

 



 

 

 



 

Account: Account refers to a summarized record of 
relevant transactions of particular head at one place. All 
accounts are divided into two sides. The left side of an 
account is called debit side and the right side of an 
account is called credit side. 

 

Accountancy: It refers to systematic knowledge of 
accounting. It means the entire body of the theory and 
practice of accounting. 

 

Accounting Convention: Accounting conventions are 
certain guidelines which are used for recording 
complicated and unclear business transactions that have 
not yet been fully addressed by accounting standards. 

  

Accounting Cycle: It is an accounting process starting 
from when a transaction take place to its presentation in 
financial statements with a view to analyse and interpret 
them before communicating it to the users.  

  

Accounting Equation: The accounting equation is a 
mathematical expression which shows that assets and 
liabilities (including capital) of a firm are equal. Assets = 
Liabilities + Capital 

https://www.investopedia.com/terms/a/accounting-standard.asp


 

  

Accounting Standard: It refers to the guidelines for 
accounting policies and practices to be adopted and 
followed in accounting and presentation of financial 
statements.   

 

Accounting: According to American Institute of Certified 
Public Accountants, “Accounting is the art of recording, 
classifying and summarising in a significant manner and in 
terms of money, transactions and events which are, in 
part at least, of a financial character, and interpreting the 
results thereof.” 

 

Accrued Income: Accrued income is income which has 
been earned but not yet received. 

  

Adjusting Entry: Adjusting entries are journal entries 
made at the end of an accounting cycle to update certain 
revenue and expense accounts and to make sure that firm 
comply with the matching principle. 

  

Amortisation: It is an accounting technique used for 
writing off the proportionate value of intangible asset 
such as patents, copyright etc. over a set period of time. 



 

  

Assets: Assets are valuable and economic resources of an 
enterprise useful in its operations.  

  

Bad debt: A bad debt is a receivable that has now become 
irrecoverable (due to bankruptcy or might have financial 
problems) from that person (Debtor) who was supposed 
to pay the same.  

  

Balance Sheet: A balance sheet reflects the financial 
position of a business for the specific period of time which 
is prepared by tabulating the assets and the liabilities on 
a specific date. 

Bank Overdraft: The term bank overdraft refers to a 
withdrawal of money that is greater than the available 
balance in an account. 

 

Bank Reconciliation Statement: A bank reconciliation 
statement is a statement prepared by the firms or 
account holders on a particular date to reconcile the bank 
balance of cash book with the balance as per pass book or 
with the bank statement showing causes of differences 
between the two balances.  



 

Bill Discounting: It is a method of trading the bill of 
exchange to the financial institution before it gets 
matured, at a price that is in a smaller amount than its par 
value. 

  

Bill Payable: Bill Payable is also an accounting term of Bill 
of Exchange. A Bill of Exchange is Bill Payable for 
purchaser at time of credit purchase. 

  

Bill Receivable: Bill Receivable is an accounting term of 
Bill of Exchange. A Bill of Exchange is Bill Receivable for 
seller at time of credit sale. 

  

Bills of Exchange: According to the Negotiable 
Instruments Act 1881, ‘a bill of exchange is defined as an 
instrument in writing containing an unconditional order, 
signed by the maker, directing a certain person to pay a 
certain sum of money only to, or to the order of a certain 
person or to the bearer of the instrument.’ 

 

Book Keeping: Book keeping is the record-making phase 
of accounting which is concerned with the recording of 
financial transactions and events relating to business in a 
significant and orderly manner. 



 

Business Transaction: An Economic activity that affects 
financial position of the business and can be measured in 
terms of money e.g., expenses etc. 

  

Capital Expenditure: The expenditures that are incurred 
by an organisation for long term benefits are known as 
capital expenditures. These expenditures serve the 
purpose of increasing the capacity or capabilities of the 
long-term asset by either enhancing or adding new assets 
to the organisation.  

  

Capital Losses: These are those losses which occur on the 
sale of fixed assets or on raising capital i.e. premium on 
issue of shares or debentures. It shown on Assets side of 
Balance Sheet. 

  

Capital Profit: It means the profit earned on the sale of 
fixed assets or on raising capital i.e. issue of shares or 
debentures at discount. It is transferred to the Capital 
Reserve 

  

Capital Receipts: Capital Receipts are those receipts 
which are occurred by other than normal business 
operations like money received by sale of fixed assets. 



 

Capital Reserve: Capital reserves are created out 
of capital profits – profits which arise from sources other 
than normal trading activities. Capital reserves are usually 
set aside for capital losses. 

  

Capital: Amount invested by the owner in the firm is 
known as capital. It may be brought in the form of cash or 
assets by the owner. 

 

Cash Book: Cash book is a book of original entry that 
record transactions relating to all cash receipts and 
disbursements, including bank deposits and withdrawals 
as and when they occur. It has two sides viz. ‘Debit Side’ 
in which all receipts are to be recorded and ‘Credit Side’ 
in which all payments are to be recorded.  

  

Cash Discount: The objective of providing cash discount is 
to encourage the debtors to pay the dues promptly. This 
discount is recorded in the accounting books. 

  

Closing Entries: Closing entries are the set of journal 
entries made at the end of the accounting year to transfer 
the balances from ledger accounts like revenue, expenses 
etc to permanent ledger. 

https://debitoor.com/dictionary/capital


 

Closing Stock: It is the amount of the goods lying unsold 
at the end of accounting year or financial year in the 
business enterprises. Closing stock of one year becomes 
opening stock for the next year. 

  

Compensating Error: These are those errors, the effect of 
which will be nullified by another error of equal amount. 

  

Compound Journal Entry: A compound journal entry is an 
entry involving more than two accounts. In a compound 
journal entry, there are two or more debits, credits, or 
both.  For example - Cash paid to Sanjana Rs 9,600 in full 
settlement of her account Rs 10,000. 

  

Contingent Liabilities: A contingent liabilities are 
those liabilities of the firm in which obligation to pay the 
amount depends upon the outcome of an uncertain 
future event. 

  

Contra Entry: The “contra” is derived from a Latin word 
which means against or opposite. The contra entry is an 
entry which involves a cash account and a bank account 
and which is recorded on both debit and credit sides of 
the Triple column Cash Book at the same time. Against 



 

such entries, the letter “C” is written in the L.F. column to 
indicate that these are contra entries. 

  

Copyright: It refers to the right that a creator or owner 
holds over intellectual property. 

  

Cost Accounting:  It is that branch of accounting which is 
concerned with ascertainment of total cost and per unit 
cost of goods or services produced/provided by a 
business firm. 

  

Cost: Cost refers to expenditures incurred in acquiring 
manufacturing and processing goods to make it saleable. 

  

Credit: The term credit has been derived from Latin word 
'Creditum’ which means “that which is entrusted or 
loaned”. A credit is an entry made on the right side of an 
account. It either increases equity, liability, or 
revenue accounts or decreases an asset or expense 
account. 

  

Creditors: If the business buys goods/services on credit 
and amount is still to be paid to the persons and/or other 



 

entities, these are called creditors. These are treated as 
liabilities for the business. 

 

Current Assets: Current Assets are those assets which are 
held for short period and can be converted into cash 
within short period of time (normally within one year). For 
example Debtors, stock etc.  

  

Current Liabilities: Current Liabilities are obligations or 
debts that are payable within a period of one year. For 
Example:  Bank Overdraft, Creditors, Bill Payable etc.  

  

Debit: ‘Debit’ is a formal accounting term that comes 
from the Latin word ‘Debere’, which means "to owe". A 
debit is an entry on the left side of an account that 
represents the addition of an asset or expense or the 
reduction to a liability or revenue.  

  

Debtors: Debtors are persons and/or other entities to 
whom business has sold goods and services on credit and 
amount has not received yet. These are treated as assets 
of the business. 

  



 

Deferred Revenue Expenditure: Deferred revenue 
expenditure is an expenditure which is incurred in the 
present accounting period but its benefits are incurred in 
the following or the future accounting periods. This 
expenditure is to be written off over a period of a few 
years.  

  

Depreciation: It is the permanent and continuous 
decrease in the book value of the fixed assets due to use 
or wear or tear or due to efflux of time. 

  

Direct Expenses: These are those expenses which are 
directly attributable to the purchases of goods or to bring 
goods in saleable condition. 

  

Discount: Discount is the rebate given by the seller to the 
buyer.  

  

Discount: When customers are allowed any types of 
reduction in the prices of the goods or services by the 
business is known as discount. 

  



 

Dishonour of a Bill: It refers to a situation when the 
acceptor of the bill refuses to pay the amount of the bill 
or is unable to do so, say, because of insolvency. 

  

Double Entry System: Double entry system is 
an accounting system which recognizes and records both 
aspects of the transaction has two aspects and both 
aspects of the transaction are recorded in the books of 
accounts. For example: It recognizes that in order to 
receive some value, an equal value needs to be given.  

  

Drawings: The amount of money or goods or both 
withdrawn by the owner from business for 
personal/domestic/private use, is known as drawings. 
Example Purchase of TVS Scotty for daughter by 
withdrawing money from business.  

Due Date of Bill: The date on which the term of the bill 
expires. 

  

Endorsement: It mean transfer of bill of exchange or 
promissory notes to another person. The person making 
the endorsement is called an ‘endorser’ and the person to 
whom the instrument is endorsed is called an ‘endorsee’. 

 

https://tallysolutions.com/erp-software/accounting-software-india/


 

Entry: A transaction or event when recorded in the books 
of accounts are known as entry. 

  

Error of Commission: Error of commission is an error that 
occurs when a bookkeeper or accountant records a debit 
or credit to the correct account but to the wrong 
subsidiary account or ledger. It includes wrong recording, 
wrong casting, wrong carry forward or even wrong 
balancing etc. 

  

Error of Omission: An error of omission happens when 
you forget to record a transaction in the book of accounts.  

  

Error of Principle: A transaction that incorrectly uses an 
accounting principle is called an error of principle. Errors 
of principle don’t meet the generally accepted accounting 
principles (GAAP). 

  

Events: It means happening or occurrence as a result of 
transaction or transactions which brings changes in the 
financial position of the business or entity. 

  



 

Expenditure: Spending money or incurring a liability for 
acquiring assets, goods or services is called expenditure.  

  

Expenses: Costs incurred by a business for earning 
revenue are known as expenses. For example Rent, 
Wages, Salaries, Interest etc.  

  

Fictitious Assets: These are the assets which cannot be 
realised in cash or no further benefit can be derived from 
such assets. Example A debit balance of Profit and Loss 
A/c or the expenditure not yet written off such as 
advertising expenses etc.   

  

Final Account: The accounts which are prepared at the 
final stage of the accounting cycle to know the financial 
condition and financial position of a business concern are 
known as Final Accounts. 

  

Financial Accounting: It is that branch of accounting 
which is concerned with recording of financial transaction 
in a systematic manner so as to ascertain the profit or loss 
of the accounting period and to present the financial 
position of the business. 

  

https://www.playaccounting.com/accounting-terms/b/business/


 

Freight Inward: It means the cost incurred for 
transporting the goods purchased to the place of 
business. 

  

Freight Outward: It means the cost incurred for 
transporting the goods from the place of business to the 
Customer’s place. It is a part of selling expenses.  

  

Freight: It means the cost incurred for transporting the 
goods.  

  

GAAP: Its full form is Generally Accepted Accounting 
Principles. It means the rules or guidelines adopted for 
recording and reporting business transactions, in order to 
bring uniformity and consistency in the preparation and 
presentation of financial statements.   

  

Gain: A non-recurring profit from events or transactions 
incidental to business such as sale of fixed assets, 
appreciation in the value of an asset etc. 

  

Goods and Service Tax (GST):  It is a comprehensive 
indirect tax charged each time the supply of goods is 



 

made i.e. each time the goods or services are transacted, 
except on the exempted goods and services.  

  

Goods: The products in which the business deal in. The 
items that are purchased for the purpose of resale and 
not for use in the business are called goods. 

  

Goodwill: It is an intangible asset that add to a company's 
value. It is usually associated with a business acquisition. 

  

Grace Period: Any bill of exchange otherwise than “on 
demand” becomes due for payment three days after the 
maturity date. These three days are known as grace 
period. 

  

Gross Profit: It means excess of operating revenue over 
direct operating expenses. 

  

Income and Expenditure account: It is merely another 
name for profit and loss account and is of nominal in 
nature. Such type of account is generally adopted by non-
trading concerns like clubs, hospitals etc. This account is 
credited with all earnings (both realized and unrealized) 



 

and debited with all expenses (both paid and unpaid) The 
difference represents a surplus of deficiency for a given 
period of time which is to be carried to the capital account 

  

Income: Income is a wider term, which includes profit 
also. Income means increase in the wealth of the 
enterprise over a time period. 

  

Indirect Expenses: These are those expenses which are 
not directly related to the goods purchased pr goods 
manufactured. It includes operating expenses (such as 
office and administrative expenses, selling and 
distribution expenses) and financial expenses as well as 
non-operating expenses. 

  

Insolvency: Insolvency is the state which a firm or 
individual enters when they are not able to pay off their 
debts. When a business becomes insolvent, this means 
that their debts (liabilities) are more than the value of 
their assets and income.  

  

Intangible Assets: Intangible Assets are those assets 
which have no physical existence and can be felt by 

https://debitoor.com/dictionary/liabilities
https://debitoor.com/dictionary/assets


 

operation. For example: Goodwill, Patent, Trademark etc.
  

Internal Liabilities: All amounts which a business entity 
has to pay to the proprietor or owners are internal 
liabilities such as capital, interest on capital and 
accumulated profits. 

  

Investment: An investment mean acquiring an asset or 
item with the intention and expectation of generating 
income or appreciation. 

 

Journal Proper: Journal Proper is a book in which those 
transactions are recorded which due to their importance 
or rareness of occurrence do not find a place in any of the 
subsidiary books of accounting. It is also known as 
a Miscellaneous Journal. 

  

Journal: Journal is derived from French word ‘Jour’ which 
means a day. The word “journal” means a day book or 
daily book of accounting. Journal is a primary book 
containing a record of each day’s transactions in a 
chronological order. 

  

https://www.investopedia.com/terms/a/asset.asp
https://www.investopedia.com/ask/answers/062915/what-are-some-limitations-and-drawbacks-using-payback-period-analysis.asp
https://www.investopedia.com/ask/answers/062915/what-are-some-limitations-and-drawbacks-using-payback-period-analysis.asp


 

Ledger: It is a principal book which contains all the 
accounts to which the transaction is recorded in the 
books of books of original entry are transferred.  

  

Liabilities: Liabilities are obligations or debts that an 
enterprise must pay after some time in the future.  

  

Loss: The excess of expenses of a period over its related 
revenues is termed as loss.  

  

Management Accounting: It is that branch of accounting 
which is concerned with presenting the accounting 
information in such a manner that help the management 
in planning and controlling the operations of a business as 
well as facilitate in better decision making. 

  

Narration: A short explanation of the transaction is 
known as narration. 

  

Negotiation: It means, “transferring of an instrument 
from one person to another in such a manner as to convey 
title and to make the transferee the holder of it”. 

 



 

Net Profit: It is the amount of profit earned after allowing 
all expenses of the firm. 

  

Nominal Account: These are the accounts that relate to 
expenses, losses, income and gains. Examples are rent, 
wages, interest, commission etc.  

  

Non-Current Assets: Non-Current Assets are those assets 
which are hold for long period and used for normal 
business operation. For example Land, Building, 
Machinery etc.   

  

Non-Current Liabilities: Non-Current Liabilities are those 
obligations or debts that are payable after a period of one 
year. Example Bank Loan, Debentures etc.  

  

Non-Trading Organisation: An organisation or 
institutions whose objectives is not to earn profit but for 
some charitable, religious or similar purpose are known 
as non-trading organisation. Examples of nontrading 
concerns are clubs, hospitals, libraries, colleges, athletic 
clubs etc.  

  



 

Notary Public: Notary Public is an officer appointed by the 
government to record the fact of dishonourment of bill, 
note or cheque etc. 

  

Noting Charges: It is a fee received by the notary public 
from the holder of the bill for noting and protesting. 
Noting charges are paid by the holder of the bill which are 
ultimately recovered from the drawee.  

 

Obsolescence: The process of becoming outdated or no 
longer being economically feasible (often caused by 
technology advances). It simply means decrease in 
usefulness caused by technological and market changes. 

  

Opening Entry: A journal entry by means of which the 
balances of various assets, liabilities, and capital 
appearing in the balance sheet of the previous accounting 
period are brought forward in the books of a current 
accounting period is known as an opening entry. 

  

Outstanding Expenses: These are those expenses which 
have been incurred during the present accounting year 
and whose benefit has been derived but the payment had 
not been made. 



 

  

Patent: A patent is an intangible asset to a company. It is 
granting of a property right by a sovereign authority to an 
inventor. This grant provides the inventor exclusive rights 
to the patented process, design, or invention etc. 

  

Personal Account: These are the accounts that relate to 
individuals, firms and companies etc. Example Ram, 
Rahim, HDFC Bank etc.  

 

Petty Cash Book: It is an accounting book used for 
recording expenses which are of small amount in nature 
or of little value such as stamps, postage, stationery, 
carriage etc. These are expenses which are incurred day 
after day; usually, petty expenses are large in quantity 
and recording them in cash book will make it bulky. 

 

Posting: The process of transferring the transactions 
recorded in Journal to the Ledger accounts. 

  

Prepaid Expenses: It refers to those expenses which have 
been paid during the current accounting period but the 
benefit of which will accrue in subsequent period or 
periods. 



 

  

Profit and Loss Account:  Profit and Loss account is a part 
of financial statement which determines the Net 
Profit/Net Loss of the business for a given accounting 
year. 

  

Profit: The excess of revenues over its related expenses 
during an accounting year is known as profit. 

  

Promissory Note:  It simply mean a financial instrument 
that contains a written promise by one party 
(the note's issuer or maker) to pay another party 
(the note's payee) a definite sum of money, either on 
demand or at a specified future date. 

  

Proprietor: The person who makes the investment and 
bears all the risks concerned with the business. 

  

Provision: A provision is an amount set aside out of profits 
to cover an expected liability or unexpected loss or a 
decrease in the value of an asset, even though the specific 
amount might be unknown. 

  



 

Purchase Book:  Purchase Book is a subsidiary book which 
records the transactions of credit purchase of goods for 
trading purpose.  

  

Purchase Return: When purchased goods are returned to 
the suppliers, these are known as purchase return. 

  

Purchases: The term purchases are used only for the 
goods procured by a business for resale. In case of trading 
concerns it is purchase of final goods and in 
manufacturing concern it is purchase of raw materials. 
Purchases may be cash purchases or credit purchases. 

  

Real Account: These are the accounts that relate to the 
tangible or intangible assets such as land, machinery, 
cash, inventory, goodwill, copyright etc. 

  

Rebate: It is the reduction allowed in the price of the 
goods and services by the sellers to the buyers after the 
goods had been sold. Example  Discount allowed due to 
poor quality of goods supplied.  

  



 

Receipt and Payment Account: It is a Real account which 
shows the summary of cash book for a year. It begins with 
the cash in hand at the commencement and ends with 
that at the close of the year. Similarly, to cash book, in 
receipts and payments account receipts are shown on the 
debit side while payments are shown on the credit side.  

  

Reserve: Reserves are the amount set aside out of profits 
which have been set aside to strengthen the business's 
financial position. It is an appropriation of profits not a 
charge against profit. 

  

Retirement of a Bill: When the drawee pays the bills 
before the due date it is called retirement of a bill. 

  

Revenue Expenditure: Revenue expenditure is referred 
to as the expenditure incurred by an organisation to 
manage the day to day functions of a business which can 
include employee wages, rent, electricity, postage etc. It 
is recurring in nature and is very essential for maintaining 
the daily operations of a business or organisation. 

  

Revenue Losses: These are those losses which occur 
during normal course of business i.e. by trading of goods 

https://sites.google.com/a/tges.org/accountancy/definition_explanation_of_cash%20book.htm


 

or services such as loss on sale of goods.  It is transferred 
to Profit and Loss Account. 

  

Revenue Profit: It means profits earned by trading of 
goods or services such as profit on sale of goods, discount 
received etc.  It is transferred to Profit and Loss Account. 

  

Revenue Receipts: Revenue Receipts are those receipts 
which are occurred by normal operation of business-like 
money received by sale of business products. 

  

Revenues: Revenue means the income from any source. 
It should be of regular in nature like sales of goods or 
services to customer, commission received or dividend 
received etc.  

 

Sales Book: A sales book (sales day book) is a book of 
original entry in which the details of credit sales of goods 
are recorded by the firm.  

  

Sales Return: When sold goods are returned from 
customer due to any reason is known as sales return. 

  



 

Sales: Sales are total revenues from goods sold or services 
provided to customers. Sales may be cash sales or credit 
sales. 

  

Semi -Finished Goods: It means the raw material that 
have been entered into the production process but not 
yet a finished product. These are partly finished products 
at various stages of production process. 

  

Solvency: It is the ability of a company to meet its long-
term debts and financial obligations. 

  

Stock: The goods available with the business for sale on a 
particular date is known as stock. 

  

Subsidiary Books:  These are books of Original Entry. They 
are also known as Day Book or Special Journals. Firm used 
to record transactions of similar nature in Subsidiary 
Books. They are helpful in overcoming the limitations of 
journal book or journal entries. 

  



 

Suspense Account:  A suspense account is an account 
used on a temporary basis in which the amount of 
difference in the Trial Balance is transferred.  

  

Tangible Assets: Tangible Assets are those assets which 
have physical existence and can be seen and touched. For 
Example  Furniture, Machinery etc.  

  

Trade Discount: The purpose of this discount is to 
encourage the buyer to buy more goods. It is offered at 
an agreed percentage of list price at the time of selling 
goods. This discount is not recorded in the books of 
account as it is deducted in the invoice/cash memo. 

  

Trademark: It is an intangible asset which legally prevents 
others from using a business’s name, logo or other 
branding items. It is a design, symbol or a logo used in 
connection with a particular product or a business. 

  

Trading Account: Trading account is a part of financial 
statement which determines the Gross Profit/Gross Loss 
during an accounting year out of purchase and sale. 

  



 

Trial Balance: It is a statement which shows the names 
and balances of all the accounts in the ledger of an 
enterprises at any given date. It is prepared to test the 
arithmetical accuracy of the ledger accounts and also to 
facilitate preparation of financial statements. 

  

Unearned Income: The income which has been received 
during the current accounting year but it relates to the 
next accounting year. 

 

Voucher:  The documentary evidence in support of a 
transaction is known as voucher. For example, if we buy 
goods for cash, we get cash memo, if we buy goods on 
credit, we get an invoice, when we make a payment, we 
get a receipt. 

  

Wasting Assets:  It is used for natural resources such as 
oil and gas. It is depleted or consumed over time. They 
have a finite life depending upon the value of natural 
resources extracted 

 

https://www.iedunote.com/financial-statements-definition-component-importance

