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What is Accounting

Normally called language of  
business



What is Accounting

Accounting is the process of recording, classifying, analyzing & interpreting the

business transactions which can be measured in terms of money. Accounting is

done to ascertaining the financial position.







How Financial Management different to Accounting















Basic Elements of  Accounting

Assets

Liabilities

Owner Equity

Revenues

Expenses



1. ASSET

An asset is a resource

with economic value that

an individual, corporation,

or country owns or

controls with the

expectation that it will

provide a future benefit.



Types of  assets



All debts that a company has yet to pay are referred to as Liabilities.

Types of Liabilities

• Current Liabilities

• Long term Liabilities

2. Liabilities





Examples



3. Expense

An expense is a cost that businesses incur in running

their operations. Expenses include wages, salaries,

maintenance, rent, and depreciation.

Types of Expenses
• Variable expenses. 

Expenses that vary from month to month (electricity,  gas, groceries, 

clothing).

• Fixed expenses. 

Expenses that remain the same from month to  month(rent, cable bill, car 

payment)



Expenses are those costs that incur to earn revenues.

In contrast,

Expenditures are those costs that incur to purchase or increase the

value of the organization's fixed assets.

Expenses incur for a short-term basis, and expenditures incur for a long-
term period

Expenses vs expenditure



4. Revenue (Sales)

Revenue is any 

money earned 

by the business.



Examples



Accruals and deferrals Terms



5. Owners Equity

Any thing that is invested in the business by the owner.



6. Drawing

A drawing in accounting terms includes any money

that is taken from the business account for

personal use.








