Meaning And Objectives
Of Accounting
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MEANING OF ACCOUNTING

American Institute of Certified Public Accountants -
“Accounting is the art of recording, classifying and
summarising in a significant manner and in terms of money;

transactions and events which are, in part at least, of a
financial character, and interpreting the results thereof.”
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MEANING OF ACCOUNTING
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MEANING OF ACCOUNTING |
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Accounting is a systematic (QU\Q g 14,3va)7 TSN
process of identifying,

measuring, recording, %/
classifying, summarising, ﬁﬁ(OUﬂ%ﬂﬁa Is an ((\{-\"(g BO&N& %

interpreting and

communicating financial | \ ‘“‘\QQY\A ?( r)\mdn'u %a(w“'&f’g-

information.
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Since accountingis a (mediumoieommgnication, it
is called the language of business.
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MEANING OF BOOK KEEPING

Toppers

Book Keeping is a process of recording financial transactions
and events in the books of account. It is a part of accounting.

Thus, Book Keeping involves:
* Identifying financial transactions and events,
e Measuring them in terms @
¢ Recording the identified financial transactions and
events in the books of account, and
 Classifying recorded transactions and events, i.e.,

posting them int@ccounts.
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MEANING OF ACCOUNTING

Accounting is a wider concept than Book Keeping. It starts where
Book Keeping ends. In other words, Book Keeping is a part of
accounting .

Accounting is concerned with Summarising the recorded
transactions, interpreting them and communicating the results.




\ ¥
Toyggrts )l

Whh has a

w'\é)w Sco’["(.

ACCOUNTING AND ACCOUNTANCY
@s knowledge whereas accounting is

the action or process.

Accounting process is carried out on the basis of
the rules and principles framed by accountancy.
/ @'lus. it may be said that accountancyis
nowledge of accounting and accounting is the
application of accountancg
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CHARACTERISTICS OF ACCOUNTING
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OBJECTIVES OF ACCOUNTING

Maintaining Accounting Records

Protecting Business Assets

Determining Profit or Loss

Determining Financial Position:/g g
Facilitating Management s j‘)”ﬁ
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Providing Accounting Information t Zdeind
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) | 2 @bintaining Accounting Records
3) Providing Accounting Information to Users

) | 2 ( Protecting Business Assets
) | 2 Determiningy'ofit or Loss
) | 2 (i Determining Financial Position

» (i F}tilitating Management
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ADVANTAGES OF ACCOUNTING
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ADVANTAGES OF ACCOUNTING
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3 /Financial Information about Business

3) Assistance in the Event @solvencv
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3) Accounting Ignores the Effect oOnce Level Changes
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USERS OF ACCOUNTING INFORMATION

Internal Users

Owners Management
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USERS OF ACCOUNTING INFORMATION

External Users
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BRANCHES OF ACCOUNTING
Financial Cost Management
Accounting Accounting Accounting
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BRANCHES OF ACCOUNTING
Financial Cost
Accounting Accounting
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DIFFERENCE BETWEEN BOOK KEEPING AND ACCOUNTING
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Basis Book Keeping Accounting
Book Keeping is concerned with identifying financial Accounting is concerned with summarising the recorded
Scope transactions; measuring them in money terms; recording | transactions, interpreting them and communicating the
them in the books of account and classifying them. results.
Stage It is & primary stagg. It is the basis for accounting. It is a fecondary stage) It begins where Book Keeping ends.
o o o ) %The objectiv@ to ascertain net results of
o The objective of Book Keeping is to maintain{systematic ] - - .
Objective /“J\ i ] ] operations and financial position and to commumcate
(records f financial transactions. —— - .
information to the interested parties.
Performance | It being a routine work is performed By junior staff. It being a specialised function is performed by w
] ] Book is mechanical in nature and, thus, does not | Accounting requires special skills and ability to analyse and
Special Skills i ) - — | —
require special skills. interpret.
\¥
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QUALITATIVE CHARACTERISTICS OF ACCOUNTING INFORMATION
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QUALITATIVE CHARACTERISTICS OF ACCOUNTING INFORMATION

3
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Reliability

Accounting information should be reliable. Reliability of information
means it is verifiable, free from bias and material error

Relevance

Accounting information must be relevant to the user. Information is
relevant if it meets the needs of the users in decision-making.

Understandability

Understandability means that the information provided through the financial
statements must be presented in a manner that the users understand it.
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QUALITATIVE CHARACTERISTICS OF ACCOUNTING INFORMATION

3) Comparability

Comparability means that the users should be able to compare the accounting
information of an enterprise of;

The period either with The accounting
that of other periods, information of other

known a@@ enterprise, known a @

comparision. @omparision.
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SYSTEM OF ACCOUNTING

The systems of recording transactions in the book of accounts are

@ Entry Syst@ Single Entry System " l/

Double Entry System is the system (Accounts from Incomplete Records) = .
of accounting which recognises In this system, all transactions ar )
and records both aspects-Debit recorded on double entry basis. InstiII i

and Credit of a financial main | the accounts, onlv
~. transaction. Accounts and Cash Book are maintained
N N er this system. N
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BASES OF ACCOUNTING

Cashasis ) (( Accruai Basis )

~—
Transactions are recorded in Transaction is recorded in the
the books of account on cash books of account when
being received or paid. entered, whether cash is

received/paid or not.
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BASES OF ACCOUNTING

Transactions are recorded In Transaction is recorded in the
the books of account on cash books of account when
being received or paid. entered, whether cash is
.\ | — @ received/paid or not.
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CASH BASIS OF ACCOUNTING

Transactions are recorded in the books of account on cash
being received or paid.
e Revenue is recognised on receipt of cash.
e Expenses are recorded when they have been paid.
e The difference between the total incomes and total
expenses represents Profit or Loss of a business for the
accounting period.
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ACCRUAL BASIS OF ACCOUNTING

Transaction is recorded in the books of account when
entered, whether cash is received/paid or not.

e Accounting income is recorded as income when it is earned
or accrued.

¢ |If an expense has been incurred but payment has not been
made, it will be recorded as an expense.

e Accrual Basis of Accounting is based on Revenue Recognition
Principle and Matching Principle. Thus, under the Accrual
Basis of Accounting, outstanding and prepaid expenses are
adjusted. Similarly, accrued income and income received in
advance are recognised for ascertaining correct profit or
loss for the accounting period.



