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✦ Transactions: Economic activity in which a thing is exchanged for money or money worth.
✦ Capital: Money invested by owner or proprietor into business.
✦ Drawing: Money, or goods are withdrawn by the proprietor for personal use.
✦ Assets: Items that have economic value and will bring cash in the present or in the future.
✦ Liabilities: any amount payable by company to anyone.
✦ Revenue: Income or sales or increase in net assets.
✦ Expense: cost or Outflow of money for purpose for generating revenues.
✦ Loss: When we get nothing in return or excess expenses over revenue.
✦ Profit: The difference between the excess amount earned over the amount spent (cost).
✦ Gain: Increase in wealth or company assets that is earned without effort.

✦ Voucher: A written document or proof of transaction.
✦ Debtors/ A.R: To whom goods are sold on credits sometime called account receivable.
✦ Creditors/A.P : By whom goods are purchased on credits sometime called account payable.

✦ Goods/Stock/Inventory/Merchandise: things in which we deal, trade or 
manufactured.

✦ Trade Discount: trade discounts are reductions in price that a supplier applies to a product's cost 

when selling to a reseller.

✦ Cash Discount: Calculated on early cash payment to the vendor or received by the 
buyer.

Terms & vocabulary and terminologies of  Accounting 



✦ Journal: A book in which original entries of transactions are recorded.
✦ Ledger: A book of accounts where similar transactions relating to a particular person or 

thing are recorded from the journal entries.
✦ Trial Balance: Summary of the ledger and provides much of the information needed to 

prepare the Financial Statement (balance sheet and the income statement).
✦ Financial Statement: Income Statement and Balance Sheet are prepared in the 

financial statement. It is prepared to find out the net result and impact on asset, 
liability, and owners equity.

✦ Accounting Period: a period with reference to which accounts and financial 
statements are prepared. It can be monthly, quarterly, annually.

✦ Statement of Cash Flows: Summary of the course of changes in cash balance 
between the two dates of the balance sheets.

✦ Personal Account: Related to persons or institutions.
✦ Real Account: Related to Assets and property.
✦ Nominal Account: Related to expenses, income, and gains.

Terms & vocabulary and terminologies of  Accounting 



What is Accounting

Accounting is the process of

identifying, measuring, recording, classifying, summari

zing, analyzing, interpreting, and communicating the
financial transactions and events in monetary terms.









In this type of
accounting, all
records and reports
are made according to
regulations
established by the tax
authorities.
Fund accounting is a system of 
accounting used by non-profit 
entities to track the amount of 
cash assigned to different 
purposes and the usage of that 
cash. The intent of fund 
accounting is not to track 
whether an entity has generated 
a profit. Thus, the focus of 
fund accounting is on 
accountability, rather than 
profitability.



A fiduciary accounting (sometimes called a “court

accounting”) is a comprehensive report of the activity

within a trust, estate, guardianship during a specific
period.

Forensic accounting is a unique combination of accounting, auditing, and

investigative techniques



Nature, Scope, and Objective
of 

Financial Accounting





Scope of Accounting is not limited to the business world
alone but spread over in all areas of society and in all
professions.

Economic activities and transactions occur all along in
business organizations, government institutions, NGOs, and
professionals. It also includes individuals and families.



1. Business Organizations
2. Government Institutions
3. Working Professionals i.e. accountants, doctors,    advocates.

4. Individual and Families
5. Non-profit Organizations
6. Tax Accounting
7. Investors and Management








