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 Accountancy Class 11th
Important Differences
1) Book-keeping and Accounting:
	Basis
	Book-Keeping
	Accounting

	Scope 
	Book–keeping includes: 
a) Identifying the transactions of financial nature;
b) Measuring the identified transactions in terms of money;
c) Recording the measured transactions; and 
d) Classifying them in to ledger.
	Accounting in addition to Book – keeping includes: 
a) Summarizing the classified transactions;
b) Analyzing and interpreting the summarized results; and 
c) Communicating the results to parties interested in them.

	Stage 
	Book – keeping is primary stage.
	It is the secondary stage. Accounting starts where Book – keeping ends.

	Objective 
	The main objective of Book – keeping is to maintain systematic records of transactions of financial nature.
	Its main objective is to ascertain the net results and financial position of the business and to communicate them to interested parties.

	Nature of Job
	The Book – keeping function is routine and clerical in nature.
	The Accounting function is analytical in nature.

	Who Performs 
	The Book – keeping function is performed by junior staff.
	The Accounting function is performed by senior staff.

	Knowledge Level
	It can be performed by persons having limited level of knowledge.
	It is performed by persons having higher level of knowledge than that of Book – keeper.

	Analytical Skill
	The Book – keeper is not required to possess analytical skill.
	The accountant is required to possess analytical skill.






2) Accounting and Accountancy:
	Basis 
	Accounting
	Accountancy

	Meaning
	It is concerned with recording, classifying and summarizing of transactions.
	It is a body of knowledge prescribing certain rules or principles to be observed while recording, classifying and summarizing of transactions

	Scope 
	It is narrow in scope. Accounting starts where Book – keeping ends.
	It is much wider in scope and includes Book – keeping as well as Accounting.

	Relation
	It depends on Book – Keeping.
	It depends both on Book – keeping and Accounting.

	Function
	Its main function is to ascertain the net results and the financial position of the business and to communicate them to interested parties.
	It includes the decision-making function also on the basis of information provided by book – keeping and Accounting.


3) Source Document and Vouchers:
	Source Document
	Vouchers

	It is a support to the voucher.
	Voucher is supported by source document.

	It is not prepared to record transactions.
	It is prepared for the purpose of recording of transactions.

	It contains full details of a transaction.
	It puts emphasis on which account is to be debited and which account is to be credited.

	It is evidence of the transaction.
	It is document of correct recording of a transaction.




4) Cash Account and Cash Book:
	Cash Account
	Cash Book

	It is an account in the Ledger.
	It is a separate book maintained for recording Cash transactions.

	Cash account is opened in the ledger and posting is done in this account from journal.
	It is a book of original entry because all cash transactions are first of all recorded in Cash book and then posted from Cash book to various accounts in the ledger.

	When transactions of Cash are recorded in journal, it is necessary to open a Cash A/c in ledger.
	When transactions of Cash are recorded in Cash book, there is no necessity to open a Cash A/c in the ledger.

	It only records one aspect of a transaction, i.e., Cash. 
	It records both the aspects of a transaction.


5)  Journal and Ledger:
	Journal or Books of Original Entry
	Ledger

	As the name indicates, all the transactions are first of all recorded in these books, i.e., journal or subsidiary books.
	All the transactions entered in Journal or Subsidiary Books are later transferred to the Ledger.

	In these books, transactions are entered in a chronological order, as and when they take place.
	In this book, transactions are recoded in analytical order, i.e., all the transactions pertaining to a particular account are contained at one place in the Ledger.

	Full details of a transaction (narrations) are recorded in these books.
	Full details of a transaction are not recorded in the Ledger.

	Final Accounts (trading, profit and loss account and balance sheet) cannot be prepared with the help of books of original entry.
	Final accounts can be prepared with the help of Ledger balances.

	The process of recording entries in the books of original entry is called ‘journalizing’.
	The process of recording entries in the Ledger is called ‘posting’.

	Page number of the Ledger, i.e., Ledger Folio (L.F.) is written in these books.
	Page number of the Journal or subsidiary books, i.e., Journal Folio (J.F.) is written in Ledger. 

	Accuracy of these books cannot be tested.
	Accuracy of the Ledger Accounts is tested by preparing a Trial Balance.



6) Straight Line Method and Written Down Value Method:
	Basis
	Straight Line or Original Cost Method
	Written Down Value Method

	Amount of depreciation 
	Equal depreciation is charged every year.
	Depreciation goes on decreasing year after year.

	Basis of calculation of depreciation
	Depreciation is charged on the original cost of the asset.
	Depreciation is charged on the reducing balance of the asset

	Zero level
	The book value of the asset can be reduced to zero
	The book value of the asset can never be reduced to zero

	Combined effect of depreciation and repairs on P & L A/c
	Combined burden on account of depreciation and repairs will be lighter in earlier years and heavier during the later years
	Combined burden on account of depreciation and repairs will be almost equal over different years

	Rate of depreciation
	Rate of depreciation is kept low in comparison to diminishing balance method
	Rate of depreciation is kept high in comparison to original cost method

	Approval of Income Tax authorities
	This method is not approved by Income Tax authorities
	This method is approved by Income Tax authorities

	Suitability 
	It is suitable for assets in which repair charges are less and the possibility of obsolescence is less such as land and buildings, patents, trademarks etc.
	It is suitable for assets which require more repair expenses with passage of time and where possibility of obsolescence is more due to technological changes such as plant and machinery, vehicles etc.






7) Provision and Reserve:
	Basis
	Provision
	Reserve

	Meaning 
	It is created to meet a known liability.
	It is created to meet an unknown liability

	Necessity (Charge or Appropriation)
	Creation of provision is a legal necessity. Provisions have to be provided for even if there are no profits. Thus, provision is a charge against profits.
	Creation of reserves is discretionary. It can be created only if adequate profits have been earned. Thus, reserve is an Appropriation of Profit.

	Object 
	The object is to provide for depreciation, doubtful debts and other specific liabilities
	The object of reserves is to strengthen the financial position of the business.

	Mode of Creation 
	It is created by debiting to P & L A/c. hence, net profit cannot be calculated unless all provisions have been debited to P & L A/c.
	It is created not by debiting to P & L A/c but through P & L appropriation A/c. As such, it is created after the calculation of net profit.

	Investment outside the business
	Provisions are never invested outside the business.
	Reserves may be invested outside the business.

	Presentation in Balance Sheet
	It is either shown on the assets side by way of deduction from the asset for which it is created or as a distinct item on the liabilities side.
	It is shown on the liabilities side under the head ‘Reserves and Surplus’.

	Utilization for dividends
	It cannot be utilized for distribution as dividends among shareholders
	It can be utilized for distribution as dividends among shareholders

	Utilization for other purposes
	It is created to provide for a specific loss and hence can only be used for meeting that loss.
	It is not created to provide for a specific loss and hence can only be used for any purpose.







8) Revenue Reserves and Capital Reserves:
	Basis
	Revenue Reserves
	Capital Reserves

	Source of Creation
	These reserves are created out of revenue profits which arise from the normal operating activities of the business and are otherwise available for distribution of dividends.
	These reserves are created out of capital profits, which do not arise from the normal operating activities of the business and are not available for distribution of dividends.

	Usage 
	A specific reserve can be utilized only for the earmarked purpose while a general can be utilized for any purpose including distribution of dividends to shareholders without any pre-conditions.
	Normally, these reserves cannot be utilized for distribution of dividends to shareholders. However, some capital reserves can be utilized to distribute dividends subject to fulfillment of certain conditions laid down by Companies Act.

	Purpose 
	These reserves are created for meeting unforeseen losses and for strengthening the financial position of business.
	These reserves are created to meet Capital losses or may be used for purposes laid down by Companies Act.


9) Capital Expenditure and Revenue Expenditure:
	Basis
	Capital Expenditure
	Revenue Expenditure

	Purpose 
	It is incurred for the acquisition or erection of a fixed asset for use in business.
	It is incurred for the day-to-day running of the business.

	Earning Capacity
	It increases the earning capacity of business.
	It is incurred for maintaining the earning capacity

	Period 
	Its benefit extends to more than one year.
	Its benefit is exhausted within a maximum period of one year.

	Accounting Treatment 
	It is debited to related Asset Account.
	It is debited to related Expenses.

	Nature of Account
	It is real account.
	It is a nominal account.

	Presentation 
	It is shown in the Balance Sheet.
	It is shown in the Trading or   Profit and Loss Account.

	Examples 
	Purchase of fixed assets like plant and machinery, land and building, furniture etc.
	Rent, salaries, repairs, depreciation etc.


10) Trial Balance and Balance Sheet:
	Basis
	Trial Balance
	Balance Sheet

	Object  
	It is prepared to check the arithmetical accuracy of the books of accounts.
	It is prepared to know the true financial position of the firm.

	Information about Profit & Loss
	It is not possible to have information about net profit or net loss from a trial balance.
	Since net profit or loss is recorded in the Capital shown in Balance Sheet, it is possible to have the information about net profit or net loss from a Balance Sheet.

	Necessity 
	Though desirable, its preparation is not necessary.
	It is necessary to prepare a Balance Sheet.

	Headings 
	The headings of its two columns are debit and credit.
	The headings of its two sides are assets and liabilities.

	Period 
	It is normally prepared every month or whenever needed.
	It is normally prepared half-yearly or yearly at the end of the accounting period.

	Types of Accounts
	All types of accounts whether personal, real or nominal must be written in it.
	Only personal and real accounts are included in it.

	Closing Stock
	Normally, it does not contain the item of Closing Stock.
	It contains the item of Closing Stock.

	Evidence 
	It is not accepted by the court as documentary evidence.
	It is accepted by the court as documentary evidence. It is also helpful while making payment of income-tax and Goods and Service Tax (GST).
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