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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 
 

 



 

 

 



Accounting Ratio: When ratios are calculated on the basis 
of accounting information these are known as accounting 
ratio. 

 

Accumulated Loss: It mean the losses which have not yet 
been written off or losses which been accumulated over 
the years and are yet to be distributed among the 
partners. 

 

Accumulated Profit: It is the balance of profits earned by 
the company over the years after paying out dividends and 
making transfers to reserves. 

 

Adjustment of Capital: At the time of admission or 
retirement of a partner, the partners agree that their 
capitals should also be adjusted so as to proportionate to 
their new profit-sharing ratio. 

 

Admission of a Partner: It means a new partner is 
admitted in the firm. It is one of the modes of 
reconstitution of firm under which old partnership comes 
to an end and a new partnership among all the partners 
comes into existence. 



 

Amortization: It means writing off the amount related to 
intangible assets like goodwill. 

 

Authorised Capital: It is the amount stated in the 
company’s Memorandum of Association. It is the 
maximum amount of securities that a company can issue 
under each class of capital. 

 

Bearer Debenture: The debentures which are payable 
to bearer and whose names do not appear in the register 
of debenture holders are known as “Bearer Debentures”. 
It is transferable by mere delivery. 

 

Bonus Shares: Bonus shares are shares issued by the 
companies to their shareholders free of cost by 
capitalization of accumulated reserves from the profits 
earned in the earlier years. 

 

Buy back of Share: It refers to the act of purchasing its own 
shares by the company. 

 



Call in Advance: It means the amount of money received 
in advance from shareholders i.e. in excess of the amount 
due from them. 

 

Call in Arrears: It means the amount of money called by 
the company but not yet paid by the shareholders till the 
last day of the payment. 

 

Capital Work in Progress: It means the amount incurred 
on construction or development of tangible assets like 
buildings. 

 

Capitalisation Method: Capitalisation method is a method 
of determining the value of a firm by calculating the net 
present value of expected future profits or cash flows of the 
firm. 

 

Cash flow from Financing Activities: Cash flow from 
financing activities is a section of a company’s cash flow 
statement, which enumerates the flow of cash to and 
from an organisation’s capital and the means through 
which a company raises funds for its operations.  

 



Cash flow from Investing Activities: Cash flow from 
investing activities is a section of the cash flow statement 
that shows the cash generated or spent relating to 
purchases of physical assets, investments in securities, or 
the sale of securities or assets. 

 

Cash flow from Operating Activities: Cash flow from 
operations is the section of a company’s cash flow 
statement that represents the amount of cash a company 
generates (or consumes) from carrying out its operating 
activities over a period of time. Operating activities 
include generating revenue, paying expenses and funding 
working capital etc. 

 

Cash Flow Statement: It shows the changes in the cash 
position from one period to another. It shows the sources 
from which cash was received and the purpose for which 
cash was used. 

 

Common Size Analysis: Here figures are converted into 
percentage to a common base. In income statement 
revenue from operation figure is taken as 100 and all 
others figures are expressed as a percentage of sales and 
for balance sheet total of balance sheet is taken as 100. 

 



Company: A company is a separate legal entity formed by 
the association of person and group of people to work 
together towards achieving a common objective. 

 

Comparative Analysis: In these statements, figure of two 
or more periods are place side by side alongwith changes 
in figures in absolute and percentage terms to facilitate 
comparison. 

 

Contingent Liabilities: These are liabilities or a potential 
loss that may or may not occur in the future as they 
depend on the outcome of a specific event.  

 

Convertible Debenture: Convertible debentures are long-
term debt instruments issued by a company that can be 
converted into equity shares of the company on a future 
date. They can be fully, partially or optionally convertible.  

 

Cumulative Preference Shares: Cumulative Preference 
Shares are a type of preference shares on which dividend 
accumulates if remains unpaid. All arrears of preference 
dividend have to be paid out before paying dividend on 
equity shares. 

 



Current Assets: These are those assets that are either in 
the form of cash or cash equivalent or can be converted 
into cash or cash equivalent in short span of time i.e. 
within a year from the date of balance sheet or within the 
period of an operating cycle. Example: inventory, cash in 
hand, current investment, trade receivable, prepaid 
expenses etc. 

 

Current Liabilities: These are those liabilities which are 
repayable within a short span of time i.e. within a year 
from the date of balance sheet or within the period of an 
operating cycle. Example: short term borrowing, trade 
payable, bank overdraft, outstanding expenses etc. 

 

Current Maturities of Long-Term Debt: The current 
maturity of a company's long-term debt refers to the 
portion of liabilities that are due within the next 12 
months. This portion of long-term debt is classified as a 
current liability on a company's balance sheet. 

 

Debenture Redemption Reserve: It is a reserve set aside 
out of profit available for payment of dividend for the 
purpose of redemption of debentures. Its purpose is to 
minimise the risk of default on repayment of debentures 

 



Debenture: It is a written acknowledgement of a debt by 
the company issued under its common seal and the 
signature of an authorised person. 

 

Debtor Turnover Ratio: It is the ratio which calculates the 
quickness of the conversion of the debtors or credit sales 
amount to cash. It is also known as the receivable’s 
turnover ratio. 

 

Deceased Partner: When the partner of a firm dies before 
his retirement he is called as deceased partner.  

 

Depreciation: It means writing off the amount related to 
fixed tangible assets over their useful life. It is the 
reduction in the value of assets. 

 

Dissolution of a Firm: It means the dissolution of 
partnership among all the partners of the firm along with 
the termination of firm’s business. 

 

Dissolution of Partnership: It refers to the change in the 
existing relations of the partners. It doesn’t affect the 
continuation of business. 



 

Dividend per Share or DPS: It is the amount of money as 
dividends each shareholder of a company receives on a 
per-share basis. 

 

Divisible Profit: It means the amount of profit remaining 
to be distributed between/among the partners after 
allowing remunerations, salary, commission to partner, 
interest on capital and charging interest in drawings. 

 

Drawing: Whenever the partner of firm withdraws 
something from the firm either in the form of cash or in 
the form of kind for personal or private use. 

 

Earnings Per Share or EPS: Earnings per share or EPS is a 
profitability ratio that measures the extent to a company 
earn profit for each share of its stock. It is a widely used 
metric to estimate corporate value. 

Equity shares: These are long-term financing sources for 
any company. Investors in such shares have the right to 
vote, share profits and claim on assets of a company. 

 



ESOS: It stands for Employee Stock Option Scheme. It is a 
scheme under which the company grants an option to an 
employee to apply for shares of the company at a pre-
determined price.  

 

ESPS: It stands for Employee Stock Purchase Scheme. It is 
a scheme under which a company offers shares to its 
employees as a part of a public issue or otherwise. 

 

External Equities: These are also known as Long Term 
Debt. It includes liabilities of the firm towards outsiders. 
Example: long term borrowing, debentures, long term 
provisions etc. 

 

Final Dividend: A final dividend refers to the dividend 
declared by a company's board of directors after the 
company has issued its full-year financial statements. 
The final dividend is typically larger than any interim 
dividends that may have been issued during the fiscal 
year. 

 

Financial Statement Analysis: The process of critical 
evaluation of the financial information contained in the 

https://www.accountingtools.com/articles/what-are-dividends.html
https://www.accountingtools.com/articles/2017/5/10/board-of-directors
https://www.accountingtools.com/articles/2017/5/10/financial-statements
https://www.accountingtools.com/articles/what-is-an-interim-dividend.html
https://www.accountingtools.com/articles/what-is-an-interim-dividend.html


financial statements in order to understand and make 
decision regarding the operation of the firm. 

 

Financial Statements: These statements provide a 
summary of accounts of a business enterprise, the balance 
sheet reflecting the assets, liabilities and capital as on a 
certain date and income statement showing the results 
and operations during a certain period. 

 

Firm Debt: It means the debt owed by the firm to the 
outsiders. 

 

Fixed Capital Method: Under it, the capital of the partners 
shall remain fixed unless additional capital is introduced or 
a part of the capital is withdrawn as per the agreement 
among the partner. Two accounts are prepared under this 
method namely- Partner’s Capital Account and Partner’s 
Current Account. 

 

Fluctuating Capital Method: Fluctuate means anything 
having unpredictable ups and downs. Hence, under this 
method, the Capital of each Partner keeps on changing 
from time to time. So, there is a single account under the 



name “Capital” which shows all the necessary information 
about the different transactions related to the capital.  

 

Forfeiture of Shares: It means cancellation of shares due 
to non-payment of the call made by the shareholders 
within the stipulated time period. Under such situation 
whatever amount has already been received on shares 
being forfeited is seized and the shareholder ceases to be 
a member of the company as well as loses all his rights and 
interests that a shareholder might enjoy. 

Gaining Partner: The Partners whose shares have 
increased as a result of change in profit sharing ratio or 
through modes of reconstitution of firm are known as 
Gaining Partners. 

 

Gaining Ratio: It is the ratio in which continuing partner 
acquires the share of profit from outgoing partners/partner. 
It is calculated at the time of retirement/death of old 
partners/partner. 

 

General Reserve: A general reserve is a reserve, which is 
created by appropriation of profits to meet the future 
uncertainties i.e. without any specific or particular 
purpose. 



 

Goodwill: It is an intangible asset which places an 
enterprise at an advantageous position due to which 
enterprise is able to earn higher profits without putting 
extra effort. 

 

Guarantee of Profit: A new or incoming partner is given 
the assurance of a minimum amount of profits by one or 
more partners and in some cases by the firm that he/she 
shall get a certain amount of profit of the firm.  

 

Hidden Goodwill: It is the excess of desires total capital of 
firm over the actual combined capital of all partner. In 
other words, when the value of goodwill of the firm is not 
specifically given, the value of goodwill has to be 
calculated on the basis of net worth of the firm. 

 

Horizontal Analysis: It is also called Dynamic Analysis. This 
analysis is made to review and analyse the financial 
statements of a number of years and therefore based on 
financial data taken from those years. 

 



Income Statement: It shows the net result of the business 
operations during an accounting period. It is also known 
as Profit and Loss Account.  

Inter Firm Comparison: When financial statements of two 
or more firms are compared it is known as inter firm 
comparison. 

 

Interest Coverage ratio: The interest coverage ratio is a 
financial ratio that is used to determine the ability of a 
company to pay the interest on its outstanding debt with 
its available earnings. 

 

Interest on Capital: It is an expenses for the firm which is 
allowed at an agreed rate to compensate partners for 
contributing capital to the firm in excess of profit-sharing 
ratio. 

 

Interest on Drawing: Interest on drawing is an income for 
the firm and is payable by the partners to the firm hence, 
is deducted/debited in partners’ capital or current 
account.  

 

Interim Dividend: An interim dividend is a distribution to 
shareholders that has been both declared and paid before 

https://www.accountingtools.com/articles/2017/5/16/shareholder


a company has determined its full-year earnings.  Such 
dividends are frequently distributed to the holders of a 
company's common stock on either a quarterly or semi-
annual basis. 

Intra Firm Comparison: When financial statements of two 
or more years of the same firm are compared it is known 
as intra firm comparison. 

 

Investment Fluctuation Reserve: Investment fluctuation 
reserve is created as a reserve to adjust the difference 
between the book value and market value of investment. 

 

ISIN: ISIN stands for International Securities Identification 
Number (ISIN). It is an international numbering system set 
up by the International Organization for Standardization 
(ISO) to number specific securities, such as stocks (equity 
and preference shares), bonds. 

 

Issue of Debenture as Collateral Security: It mean issue of 
debentures as an additional security i.e. in addition to 
prime security. It is to be realised only when the prime 
security fails to pay the amount of loan.  

 

https://www.accountingtools.com/articles/2017/5/6/earnings
https://www.accountingtools.com/articles/2017/5/4/common-stock


Limited Liability: It is a type of liability of members of the 
company that is limited to the value of shares subscribed 
by each of them. It applies to Joint Stock Companies. 

 

Liquid Assets: These are those assets that are either in the 
form of cash or cash equivalent or can be converted into 
cash or cash equivalent within a very short span of time. 
Example: cash in hand, current investment, trade 
receivable etc. 

 

Ratio: These ratio shows the firm ability to meet its short-
term financial obligation. 

 

Listed Company: A listed company is a company whose 
shares are quoted or traded on a stock exchange. 

 

Minimum Subscription: It means the minimum amount of 
subscription which a company must receive before it can 
allot the securities to the subscribers. 

 

Mortgaged Debenture: Mortgage debentures are 
debentures in which the company issues debentures to 
the applicants against a its fixed assets.  

https://efinancemanagement.com/sources-of-finance/issue-of-company-debentures


 

Net Profit: It means profit earned by the firm from its 
operating and non-operating activities. It is ascertained by 
preparing Profit & Loss Account. 

 

Net Worth: Net worth is the value of all the non-financial 
and financial assets owned by an individual or institution 
minus the value of all its outstanding liabilities. 

 

New Profit-Sharing Ratio: New profit sharing ratio is the 
ratio in which all the partners, including new or incoming 
partner, will share future profits and losses of the firm.  

 

Non-Current Investment: These are the investment made 
with a view to hold it for long term period i.e. more than 
12months from the date of balance sheet. 

 

Non-trade Investment: These are those investment which 
are made to earn income by investing surplus funds. For 
example: investment in shares, debentures or various 
other securities. 

 

https://www.toppr.com/guides/quantitative-aptitude/profit-and-loss/profit-and-loss-practice-questions/


Normal Rate of Return: When similar types of business 
earn a profit at a certain percentage of the capital 
employed, it is known as Normal Rate of Return. 

 

Number of Years Purchase: It means the years for which 
firm is likely to earn the same amount of profit because of 
its past efforts after change of ownership.  

 

Operating Expenses: Operating expenses are those 
expenses which a business incurs in order to keep it 
running condition such as staff wages, office supplies, rent 
etc. Operating expenses do not include cost of goods sold 
or capital expenditures. 

 

Operating Profit: An operating profit is the profit from a 
firm's core business operations, excluding deductions of 
interest and tax. 

 

Oversubscription: Under it the number of shares applied 
is more than the number of shares offered for the public 
subscription. For example: XYZ Ltd issued 10,000 Equity 
Shares of Rs 10 each whereas application is received for 
15,000 shares. 

 



Partnership Deed: A documents which contains the terms 
of partnership as agreed upon by the partners. 

 

Partnership:  The relationship between persons, who have 
agreed to share profit or loss of a business carried on by 
all or any of them acting for all. 

 

Past Adjustment: Sometimes, after preparation of the 
final accounts of a firm, it may be that certain matters 
have been left out by mistake. In such cases, instead of 
altering the final accounts that have already been 
prepared, the firm rectifies the error or omission by 
passing an adjustment entry in the beginning of the 
financial year. Such adjustments are called past 
adjustments as they relate to past period. 

 

Perpetual Debenture: It refers to those debentures which 
are not repayable during the existence of the company 
and hence are paid at the liquidation of the company.  

 

Position Statement: It is a statement of assets and 
liabilities i.e. financial position of an enterprise at a given 
date. It is also known as Balance Sheet.  

 



Preference Shares: These are those shares which have 
preferential rights over equity shares for payment of 
dividend as well as return of capital during liquidation of 
company. 

 

Preliminary Expenses: Preliminary expenses are 
the expenses that are incurred before the incorporation, 
initial stage and commencement of the business. 
The expenses related to the formation of a company also 
regarded as preliminary expenses. These are considered 
as deferred revenue expenditure. 

 

Price Earnings Ratio: This is also known as P/E Ratio. It 
shows a relationship between the stock (share) price of a 
company and the earnings per share. 

 

Private Debt: It means debt owed by a partner in his 
personal capacity to any other person. 

 

Private Placement: A private placement mean when 
shares or bonds are issued to pre-selected investors and 
institutions privately rather than on the open market. It is 
a substitute to an initial public offering (IPO) for a 
company seeking to raise capital for expansion. 



 

Pro- rata Allotment: It means allotment of shares in a 
fixed proportion. It takes place only under the case of 
oversubscription of shares. 

 

Profit and Loss Appropriation Account: It is a special 
account that a firm prepares to show the distribution of 
profits/losses among the partners or partner’s capital. It is 
an extension of Profit and Loss account as it is made after 
making the Profit and Loss Account. 

 

Profit and Loss Suspense Account: It is prepared to adjust 
the outgoing partner’s (retired or deceased partner’s) 
share of profit between the date of last balance sheet and 
the date of retirement /death. 

 

Profitability Ratio: It refers to a type of accounting ratio 
that helps in determining the financial performance of 
business at the end of an accounting period. It shows how 
well a company is able to make profits from its operations. 

 

Proposed Dividend: A dividend that has been 
recommended by the directors of a company but not yet 
paid. 



 

Proprietary Ratio: The proprietary ratio (also known as 
net worth ratio or equity ratio) is used to evaluate the 
soundness of the capital structure of a company. It is 
computed by dividing the stockholders’ equity by total 
assets. 

 

Prospectus: It is formal documents issued or an invitation 
by the companies to the public to subscribe its shares. 

 

Purchase Consideration: It is the amount paid by the 
purchasing company in consideration for the purchase of 
assets/business from the vendor. 

 

Purchased Goodwill: It means acquiring goodwill for 
consideration i.e. for payment. It may be acquired as an 
independent asset or at the time of acquiring a business. 

 

Quoted Investment: It is an investment in respect of 
which a quotation or permission to deal on a recognised 
stock exchange (like - BSE or NSE) has been granted. 

 



 Ratio Analysis: It is a tool which express the relationship 
between two accounting figures taken from financial 
statements of an accounting period in the form of ratio. 

 

Ratio: It is an arithmetical expression of relationship 
between two related or interdependent items. 

 

Realisation Account: It is of nominal account in nature. It 
is prepared to determine the amount of profit or loss on 
the realisation of assets and payment of liabilities on its 
closure or shutting down.  

 

Redemption of Debenture: Redemption of 
debentures refers to payment of the amount of the 
debentures by the enterprise or firm. 

 

Reserve Fund: It is that part of general reserve or specific 
reserve which is not utilised in the business and instead 
invested outside the business in securities. 

 

Retirement of a Partner: Withdrawal of the partner from 
the partnership with the consent of all the partners or as 
per the provisions of the partnership deed or by giving 



notice of the retirement is termed as retirement of a 
partner.   

 

Revaluation Account: It is opened to record the increase 
or decrease in the value assets or liabilities are shown 
during reconstitution of a partnership firm. It is of nominal 
account in nature. It is also known as Profit and Loss 
Adjustment Account. 

 

Revaluation of Assets and Liabilities: When a partner is 
admitted into the partnership, the assets and liabilities are 
revalued as the current value may differ from the book 
value. 

 

Revenue from Operation: It means revenue earned by the 
company form its business operation i.e. from operating 
activities e.g. sale of products for a trading company. 

 

Right Issues: A rights issue refers to the right under which 
a company offers its existing shareholders the chance to 
buy additional shares for a reduced price. 

Sacrificing Partner: These are those individuals whose 
share of profit decreases with the change 



in partner's profit-sharing ratio or through modes of 
reconstitution of firm. 

 

Sacrificing Ratio: Sacrificing ratio is the ratio in which old or 
existing partners forego, i.e., sacrifice their share of profit in 
favour of the new or incoming partner. 

 

Self-Generated Goodwill: It mean internally generated 
goodwill which arises from a number of factors that an 
ongoing business possesses, e.g. favourable location, 
efficiency of the management etc.  

 

Share Capital: The amount of capital raised by a company 
by the issue of shares. 

 

Share issued at Premium: It means the issue of shares at 
a price higher than the nominal value or face value. 

 

Share: Share is referred to as a unit of ownership which 
represents an equal proportion of a company’s capital. A 
share entitles the shareholders to an equal claim on profit 
and losses of the company. 

 



Solvency Ratio: These ratios are calculated to judge the 
long-term financial position of the business. It helps to 
determine the ability of the business to service its debt in 
the long run. 

Subscribed Capital: It is that part of Issued Capital which 
is subscribed by the investor.   

 

Super Profit: It mean excess of average profit over the 
normal profit. 

 

Sweat Equity: Sweat equity shares means such equity 
shares which are issued by a company to its directors or 
employees at a discount or for consideration, other than 
cash, for providing their know-how or making available 
rights in the nature of intellectual property rights or value 
addition etc. 

 

Trade Investment: These are those investments that are 
made in other enterprises for the furtherance of own 
business.  

 

Trade Receivable: Trade receivable refers to the amount 
due on account of goods held or services rendered in 



normal course of business. Normally they are known as 
Sundry Debtors. 

 

Turnover Ratio: It shows how efficiently a company is 
using its assets to generate sales or revenue. It is also 
known as efficiency ratio. 

 

Undersubscription: Under it the number of shares applied 
is less than the number of shares offered for the public 
subscription. For example: XYZ Ltd issued 10,000 Equity 
Shares of Rs 10 each whereas application is received for 
9,000 shares. 

Underwriter: An underwriter refers to “one who 
buys stock from the issuer or company with an intent to 
resell it to the public; a person or entity, especially an 
investment banker, who guarantees the sale of 
newly issued securities by purchasing all or part of 
the shares for resale to the public”. 

 

Unlimited Liability: Unlimited liability is the legal 
obligation of a partners or owners or company founders 
to repay, in full, the debt and other financial obligations of 
their companies.  

 



Vertical Analysis: It is also called Static Analysis. This 
analysis is made to review and analyse the financial 
statements of one particular year only. 

 

Window Dressing: It is a technique to manipulate 
accounts so as to hide important facts and present the 
financial data better than what they actually are. 

 

Working Capital Turnover Ratio: It refers to a ratio that 
quantifies the proportion of net sales to working capital, 
and it measures how efficiently a business turns its 
working capital into increased sales numbers. 

 

Workmen Compensation Reserve: Workmen 
Compensation Reserve is a reserve created out of firm's 
profits to meet possible liability to pay compensation to 
employees, if it arises. It means, a claim may or may not 
arise. 

https://www.accountingcoach.com/blog/definition-of-net-sales

