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After studying this chapter you should be able to:Section — IV: Recent Examinations’ Questions with Solutions i appreciate the need of accounting;
. , .

I erceive the develo rnent of accountin ;
1. BCom (Hons) Delhi Unrversrty, 2009

4.1—4.21 | Explain the meaninngf accounting; g
2_ 3Com (HonS)De]hi University, 2010

422441 I name the persons interested in accounting disclosures;

' ' I identify the objectives of accounting;
3. BCom (Hons) Delhi University, 2011

4_42_4_63 I explain the relationship of accounting with other disciplines;
_

I appreciate the role of accountant in the society;4. CS(F0undat10n), June, 2010 .
4.64—4.75 I explain the different branches of accounting;

-

I differentiate between mana ement accountin and financial accounting;5' CS(F0undatlon)’ December’ 2010
4-76—4-87 I state the objectives oi accfunting and its ougtsourcing;

6_ CSGOUHdafion), June,2011
4884 98 I explain the essential characteristics of accounting as an inlormation system;
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APPENDICES

Appendisl: Present Value och I Received Annually for N Years
Appendix II: Periodic Payment Required to Amortise Rc l and interest

NEED FOR ACCOUNTINGAppendix Ill: Periodic Deposit which willAmount to Re i
Accounting has rightly been termed as the language of the business. The basic function of aAppendix lV: Present Value ol‘Re l
language is to serve as a means of communication. Aeoounting also serves this function. It
communicates the result of business operations to various parties who have some stake in the

business, viz, the proprietor, creditors, investors, Government and other agencies. Though
accounting is generally associated with business but it is not only business which makes use of
accounting. Persons like housewives, Government and other individuals also make use of accounting.

For example. a housewife has to keep a rccord of thc moncy rcccivcd and spent by her during a
particular period. Shc can record here receipts ol' money on onc pttgc 01‘ her “hmischold diary",
whilc payments for dil'l'crcnt items such as milk, lood. clothing. house. education. etc.. on some
other page or pages of her diary in a chronological order. Such a record will help her in knowing
about:

(i) The sources from which she received cash and the purposes for which it was utilised.

(it) Whether hcr receipts zirc more than her payments or vice versa?

(II/'1‘) The httillllUL‘ ol‘ cash in hand or dclicit. il‘nny, at the end ofa period.

in case the honscwilc rccords her transactions regularly, she can collect valuable information
about the nature ol'hcr rcccipts and puymcnts. For example, she can find out the total amount spent

by 1101‘ during a period (say. a your) on different items, say milk, food, education, entertainment, etc.
Similarly. she can iind the sources ol‘ her receipts such as salary of her husband, rent from property,
cash gills from her near relations. etc. Thus. at the end of a period (say, a year) she can see for herself
about her financial position. i.¢'.. what she owns and what she owes. This will help her in planning
her future income and expenses (or making out a budget) to a great extent. 
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