
IMPORTANT SHORT NOTES 

 

1. Fundamental Accounting Assumptions 

Fundamental accounting assumptions underlie the preparation and presentation of financial 
statements. They are usually not specifically stated because their acceptance and use are 
assumed. Disclosure is necessary if they are not followed. The Institute of Chartered 
Accountants of India issued Accounting Standard (AS) 1 on Disclosure of Accounting 
Policies according to which the following have been generally accepted as fundamental 
accounting assumptions: 

(i) Going concern: The enterprise is normally viewed as a going concern, i.e. as 
continuing operations for the foreseeable future. It is assumed that the enterprise has 
neither the intention nor the necessity of liquidation or of curtailing materially the scale 
of the operations.  

(ii) Consistency: It is assumed that accounting policies are consistent from one period to 
another. 

(iii) Accrual: Accrual basis of accounting is the method of recording transactions by which 

revenue, costs, assets and liabilities are reflected in the accounts in the period in which 
they accrue. The accrual basis of accounting includes considerations relating to 
deferrals, allocations, depreciation and amortisation. Financial statements prepared on 
the accrual basis inform users not only of past events involving the payment and 
receipt of cash but also of obligations to pay cash in future and of resources that 
represent cash to be received in the future. Hence, they provide the type of information 
about past transactions and other events that is most useful to users in making 
economic decisions. Accrual basis is also referred to as mercantile basis of accounting. 

2. Advantages of Accounting Standards 

 



3. Advantages of Subsidiary Books 

 

4. Objectives of preparing Trial Balance 

The preparation of trial balance has the following objectives: 

(i) Checking of the arithmetical accuracy of the accounting entries: Trial Balance 

enables one to establish whether the posting and other accounting processes have 
been carried out without committing arithmetical errors. In other words, the trial balance 
helps to establish the arithmetical accuracy of the books. 

(ii) Basis for preparation of financial statements: Trial Balance forms the basis for 

preparing financial statements such as the Income Statement and the Balance Sheet. 
The Trial Balance represents all transactions relating to different accounts in a 
summarized form for a particular period. In case, the Trial Balance is not prepared, it 
will be almost impossible to prepare the financial statements to know the profit or loss 
made by the business during a particular period or its financial position on a particular 
date. 

(iii) Summarized ledger: Trial Balance contains the ledger balances on a particular date. 
Thus, the entire ledger is summarized in the form of a Trial Balance. The position of a 
particular account can be judged simply by looking at the Trial Balance. The ledger 
may be seen only when details regarding the accounts are required. 

 

5. Utilization of Securities Premium 

According to Section 52 of the Companies Act, 2013, Securities Premium Account may be 
used by the company: 

a) Towards issue of un-issued shares of the company to be issued to members of the 
company as fully paid bonus securities. 

b) To write off preliminary expenses of the company. 

c) To write off the expenses of, or commission paid, or discount allowed on any of the 
securities or debentures of the company. 

d) To provide for premium on the redemption of redeemable preference shares or 
debentures of the company. 

e) For the purchase of buy-back of own shares or other securities.  

Note: In case of certain class of companies whose financial statements comply with the 
Accounting Standards prescribed under section 133 of Companies Act, 2013, securities 
premium can’t be applied for purpose (b) and (d) mentioned above. 

 
 



6. Issue of Shares at a discount 

According to Section 53 of the Companies Act, 2013, a Company cannot issue shares at a 
discount except in the following cases: 

a) issue of sweat equity shares (issued to employees and directors). 

b) Issue of shares to its creditors when its debt is converted into shares in pursuance of 
any statutory resolution plan or debt restructuring scheme in accordance with any 
guidelines or directions or regulations specified by the Reserve Bank of India under 
Reserve Bank of India Act, 1934 or the Banking (Regulations) Act, 1949. 

 
7. Considerations in determining Capital and Revenue Expenditures 

 

 

  



8. OBJECTIVES OF ACCOUNTING 

 
 

9. FUNCTIONS OF ACCOUNTING 

 

 

 

 

 

 

 



10. SUB-FIELDS/ BRANCHES OF ACCOUNTING 

 

 

11. LIMITATIONS OF ACCOUNTING 

 

 

 



12. LIMITATIONS OF ACCOUNTING STANDARDS 

 

 

13. SIGNIFICANCE OF INDIAN ACCOUNTING STANDARDS 

Global Standards facilitate cross border flow of money, global listing in different bourses 

and comparability of financial statements. The convergence of financial reporting and 

accounting standards is a valuable process that contributes to the free flow of global 

investment and achieves substantial benefits for all capital market stakeholders. It 

improves the ability of investors to compare investments on a global basis and thus 

lowers the risk of errors of judgment. It facilitates accounting and reporting for 

companies with global operations and eliminates some costly requirements say 

reinstatement of financial statements. 

 

14. OBJECTIVES OF PROVIDING DEPRECIATION 

 

 

 

15. Rules Regarding posting of entries to ledgers 

 

 

 

 

 

 



16. IMPORTANCE OF BANK RECONCILIATION STATEMENT TO AN INDUSTRIAL UNIT 

 

 

 

17. Qualitative Characteristics of Financial Statements

 



 

 

 
 

 



 

 



 
 

18. Role of CA in a society or Various services provided by CA in society 

 

 
 

  

  



19. Effects of bonus issue 

 

20. Advantages of Rights Issue 

 

21. Disadvantages of rights issue 

 


