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1. Definition: Accounting is the process of recording, summarizing, analyzing, and reporting
financial transactions of a business entity.

2. Purpose of Accounting:

o Provide financial information to stakeholders for decision-making.
o Ensure compliance with legal and regulatory requirements.
o Assess the financial performance and position of the business.

3. Key Principles of Accounting:

o Accrual Principle: Recognize revenue when earned and expenses when incurred,
regardless of cash flow.

o Conservatism Principle: Be cautious in recognizing revenue to prevent
overstatement of assets or income.

o Consistency Principle: Use consistent accounting methods to allow for meaningful
comparisons over time.

o Materiality Principle: Only record transactions that significantly impact financial
statements.

4. Types of Accounting:

o Financial Accounting: Focuses on external reporting to investors, creditors, and
regulatory bodies.

o Managerial Accounting: Aids internal decision-making by providing information for
planning, controlling, and evaluating business operations.

5. Financial Statements:

o Income Statement: Reports revenue, expenses, and net income over a specific
period.

o Balance Sheet: Shows the company's assets, liabilities, and equity at a specific point
in time.

o Cash Flow Statement: Details the cash inflows and outflows during a period.
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6. Accounting Cycle:

o ldentifying Transactions: Recording financial events.

o Journalizing: Entering transactions in the general journal.

o Posting: Transferring journal entries to the general ledger.

o Trial Balance: Ensuring debits equal credits.

o Adjusting Entries: Recording accrued revenues, expenses, and depreciation.

o Financial Statements: Preparing income statement, balance sheet, and cash flow
statement.

o Closing Entries: Resetting temporary accounts for the next accounting period.

7. Ethical Considerations in Accounting:

o Maintain confidentiality of financial information.
o Avoid conflicts of interest.
o Disclose all relevant information accurately.

8. Importance of Accounting in Business:

o Helps in monitoring financial performance.
o Facilitates decision-making.
o Ensures compliance with legal requirements.

9. Career Opportunities in Accounting:

o Accountant

o Auditor

o Financial Analyst

o Tax Consultant

o Forensic Accountant

Understanding the basics of accounting is essential for individuals involved in business, finance,
or any field that requires financial management.
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