
Introduction to Accounting:

1. Definition:

Accounting is the process of recording, summarizing, analyzing, and reporting financial

transactions of a business or organization.

2. Purpose of Accounting:

To provide information about the financial position and performance of a business.

To facilitate decision-making by stakeholders such as investors, creditors, and

management.

3. Types of Accounting:

Financial Accounting: Focuses on external users and provides financial statements

like the balance sheet, income statement, and cash flow statement.

Managerial Accounting: Focuses on internal users and provides information for

decision-making within the organization.

4. Principles of Accounting:

Generally Accepted Accounting Principles (GAAP): Standard guidelines and rules for

financial accounting in the United States.

International Financial Reporting Standards (IFRS): Global accounting standards used

in many countries.

5. Key Concepts in Accounting:

Double-entry accounting: Every transaction has two equal and opposite effects on the

balance sheet.

Accrual basis vs. cash basis accounting: Accrual basis recognizes revenue and

expenses when they occur, while cash basis recognizes them when cash is

exchanged.

6. Accounting Cycle:
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The accounting cycle includes steps like analyzing transactions, journalizing, posting

to the general ledger, preparing trial balances, adjusting entries, and producing

financial statements.

7. Careers in Accounting:

Accountant: Responsible for preparing and examining financial records.

Auditor: Ensures financial records are accurate and comply with laws and regulations.

Financial Analyst: Analyzes financial data to make investment decisions.

8. Importance of Accounting:

Helps in evaluating the financial health of a business.

Assists in complying with tax regulations and reporting requirements.

Provides crucial information for strategic planning and decision-making.

Understanding the basics of accounting is essential for anyone involved in business or finance, as

it forms the foundation for effective financial management and decision-making.
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