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Accounting

®» Accounting is language of business.

» Communicate the result of business operations and its other aspects.

®» Accounting is an art of recording classifying and summarizing in a
significant manner and in terms of money transactions and events which
are in part at least of financial character and interpreting the results
thereof.




The Basic Accounting Equation

®» Financial accounting is based upon the accounting
equation

Assets = Liabilities + owner’'s Equity

®» The balance sheet is an expanded expression of the
accounting equation




Purpose of accountancy

To keep a systamatic record

To ascertain the results of operations

To ascertain financial position of business.
To facilitate rational decision making

To satisfy requirement of law and useful in many respects.



Assefts

» Assets are valuable resources that are owned by a firm.

®» They represent probable future economic benefits and arise as the result of
past fransactions or events.

Liabilities

» |jabilities are present obligations of the firm.

» They are probable future sacrifices of economic benefits which arise as the
result of past fransactions or events.




Owners Equity

» Owners' equity is a claim by the owners.

®» Owners' equity represents the owners' residual interest in the assets of the
business

» Owners may make a direct investment in the business or operate at a profit
and leave the profit in the business.

®» Yet another name for owners' equity is net assets which Indicates that
owners' equity results when liabilities are subtracted from assefts.

Owners' Equity = Assets — Liabilities




Types of accounts

» Personal Accounts

These accounts are related to individuals, firms, companies, etc. A few examples of
personal accounts include debtors, creditors, banks, outstanding/prepaid accounts,
accounts of credit customers, accounts of goods suppliers, capital, drawings, etc.

» Redl| Accounts

All assets of a firm, which are tangible or intangible, fall under the category “Real
Agcounts”.

= Nominal Accounts

Accounts which are related to expenses, losses, incomes or gains are called Nominal
accounts



Golden Rules tfor Accounting

=» Personal Accounts
Debit the receiver

Credit the giver

» RealAccounts

Debit what comes in

Credit what goes out

= Nominal Accounts
Debit all Expenses and Losses

Credit all Incomes and Gains



Accounting Reports

» Trial Balance

» Profit & Loss Account

» Balance Sheet




Accounting Cycle




Trial Balance

» A trial balance is a list of all the general
ledger accounts (both revenue and
capital) contained in the ledger of @

business.

ing profit and loss statement and
ce sheet and other financial reports
then be produced using the ledger
ccounts listed on the trial balance.

BUSINESS CONSULTING COMPANY.
Post-closing Trial Balance
December 31, 2015

Account Name Debit Credit
Cash $ 85,550
Accounts receivable 4,700
Prepaid building rent 1,500
Unexpired insurance 3.600
Supplies 250
Equipment 9.000
Accumulated depreciation - equipment $  3.600
Notes payable 5.000
Accounts payable 1.600
Salaries payable 2.000
Income taxes payable 3.000
Unearned service revenue 4.400
Capital stock 50,000
Retained earnings *35.000
Totals $ 104,600(% 104.600




Profit & Loss Statement

Financial Reports=> Horizontal
Profit & Loss Accouny

Universal Enterprises
Flot Mo 112 & 114,
Industrial Estate, Hongasandra
Eﬁr'lgilh:ll‘ﬁ
Profit & LLoss Alc
1-Ap-2008 to 21-Mar-2008

fay

WER OF SIMPLICITY

» A profit and loss statement (P&L) is @
financial statement that summarizes
the revenues, costs and expenses

incurred during a specific period of
time, usually a fiscal quarter or year.

It cdn also be called as income &
eXpenditure statement

Particulars

1-Apr=2008 1o 31-Mar-2009

Partticulars

1=Apr- 2006 10 31-Mar-2009

Opening Stock
Accossorios
Componants
Datactive Nlams
Dot Matrix Printars
LasarJat Printers
fVIFL
Tirnker
Tirmnmber - QTFL

Purchase Accounts
Purchase @ 12.5%
Purchase @@ 20%
Purchase i 4%

Purchase - Cournar Charaes
Purchaae - Interaiate
Puvchaae - Teloplone Sarvices
Purclase Bills 1o Come

Direct Expensas
Aaasembling Chargea
Carriage Inwards

Indirect Expensas
Dapraciation on Fixed Assets
Interest & Finance Chargas

Oparating Expences
Salares & Remuneration Faid
Selling & Distribution Expenses
Empoyer ESI Contributions
Emplayer PF Contributions
Bonua
Hunraao Sommation Expenses
Legal Fees
Miscellanaows Expenaes
Resoacs & Develprmers Expornes

MNett Profit

1.90.95,87 2.50
2.00,000.00
1.07,29,380.00
TEITF000
S0,560.00
13,7 75.00

18,23000

h.oeeon

©,02,822 20
mn,59.097
2 RE 56675
12,79, 16500
1D, 400 OO
8,658 00
SE, D06 S0
20,000.00
29,200.00
F0,000.00
18,250 00
70,000 00

2.,41.98,697 .50

33.240.00

24 .58.749.81

62,38,991.92

Sales Accounts
CST Sales
Local Sales
Salea B 20%
Sakes - Mo ising Sonices
Saka AMC for Comgeiers
Sgles - Expons
Salexs Bills o Make

Indirect Incomes

Closing Stock
Accaaaorties
Componants
Dafactive tame
Dot Matriz FPrirters
Laser Jot Prnters
fAIFL
Timbor
Timbor - OTFL

B0, 30, 12500
2,46,85,830.00
2,88,000.00
S5, 000 00
o0,000.00
70,235 50
__5.75.000.00

F3.15,70,047.50

13.58.8231.732

Total

3,29,29,679.23

Total

3,29,29,679.23%

D Tally Solutians Pt Ltd. ANl Rights Resarved




» A balance sheet is a financial
statement that summarizes a
company's assets, liabilities and
shareholders' equity at a specific

point in fime.

Balance Sheet

WWW.SWAYAM-EDUCATION.COM

BALASORE
ORISSA-755001
Balance Sheet
1-Ap12005 to 31-Man2006
Liabilities a5 at 31-Mar2008 Assets a5 at 31:Mar2008
Capital Account 72,48,461.88 28 77 % |Fixed Assets 65,24,993.74 25.90%
Bhabesh Kumar Panda 2347,886.93 Building 1,17,145.85
Biresh Kurnar Panda 12.66.247.56 Computer 947.08
Hansh Charndra Panda 16.17.78396 Fumiture & Fittings 4,025.99
Manorama Panda 19.96,543.9¢ Land 2.93,121.50
Plant & Machinery 24.89,147.95
Loans {Liability) 6,32,614.69 251 %| Vehicle 36,20,606.37
ICICI BANK LTD. 6.32,614.69 =
Current Assets 186,66 668.65 74.10%
Current Liabilities 1,61,81,793.55 64 23%| INVESTMENT(C.A) 1,02,75,278.00
Sundry Creditors L236292587 Closing Stock 34.31.261.20
Audit Fee Payable 10,000.00 Loans & Advances (Asset) — 34.45.447.06
SBi, Main Branch-Adhoc Alc  14.70.114.33 Sundry Debtors 9.16,745.15
SBi, Main Branch-CC Afc 23,39,253.65 Cash-in-hand 67,411.68
Bank Accounts 30,525.56
Term Loan
Profit & Loss Alc 11,28,792.27 448 %
Opening Balance
Current Period 11,28,792.27
Total 251,91662.39 100 %| Total 251,91662.39 100 %

In this view, each group is expressed as a percentage of the total of the Balance Sheet.




Thank You




