ACCOUNTING FUNDAMENTAL
INTRODUCGTION:-

Accounting is termed as language of business which records all events and transactions that
are of monetary value and facilitates communication among individuals in a society. It's
communicating the financial result of an enterprise to various stockholders by means of
financial

statement
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Accounting process:-

Accounting is the process of identifying the transaction and event in terms of money,
recording them in a systematic manner in the books of accounts classifying or grouping
them and finally summarizing of recorded transaction in a manner useful to the users of
accounting information.
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INPUT

1) All business Transaction
2) External events
measured in financial
terms

OUTPUT

1) Profit & loss A/c

2) Income & Expenditure
3)Balance Sheet
4) Cash Flow

5) Fund Flow Statement
6) Income & audit

PROCESSING

1) Accounting Concept &
Principles

2) Management Plans &
policies

3) Rules Regulation & laws
4) Classification &

Interpretation

USER

1) Shareholder

2) Agent / dealer
3) Employee

4) Management
5) Rating Agencies
6) Lenders




Transaction:-

A transaction is an exchange of goods services & ideas
from one person to another person or account which
IS generally external in nature & can determined Iin
terms of money or money's worth.
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A Transaction two way process in which value
IS transferred from one party receives.

There are 3 type of transaction

1)_Credit Transaction : Promise to pay/receive cash in future
2) Cash Transaction : Pay/receive cash immediately.

3)_Paper Transaction : There is no cash inflow or outflow, only
recorded on paper like RDD etc.



Types Of Account
Personal Impersonal
Account Account

Real Nominal
Account Account



1) Personal Account- Personal accounts relate to the persons . debtors or creditors.
Example - 1) Ram & Co.. a credit customer 2) Sachin & Co. ,,a supplier of goods .
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2) Real Accounts - Accounts which relate to assets of the firm but not debtors. For
e.g. Accounts regarding Land,Building, Investment , Fixed Deposits etc. Are real
accounts. Cash in hand & cash at bank accounts are also real.
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3)_Nominal Account- Accounts which relate to expenses or losses, gains, revenue
etc.Like salary accounts. Interest Paid account, Rent paid account. Commission
received account

Nominal Account
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Golden Rules of Accounts

Real A/C

DEBIT:- Whats Come In
Credit:- Whats Goes Out



Example 1: Furniture Purchased for Cash ¥10,000

Furniture A/c Dr. #¥10,000
To Cash A/c ¥10,000
(Being furniture purchased for cash)

Example 2: Bought Machinery and Paid by Cheque 50,000

Machinery A/c Dr. 50,000
To Bank A/c ¥50,000
(Being machinery purchased via cheque)



Example 3: Sold Old Computer for Cash 5,000

Cash A/c Dr. ¥5,000
To Computer A/c ¥5,000
(Being old computer sold for cash)

Example 4: Withdrawn Cash from Bank for Office Use ¥2,000

Cash A/c Dr. ¥2,000
To Bank A/c ¥2000
(Being cash withdrawn from bank for office use)



Golden Rules of Accounts

Personal A/C

DEBIT:- The Reciever
Credit:- The Giver




Example 1: Cash Received from Ram ¥5,000

Bank A/c Dr. %4,000
To Ramesh's A/c T4 000
(Being cheque received from Ramesh)

Example 2: Paid ¥2,000 to Suresh

Suresh's A/c Dr. ¥2,000
To Cash A/c ¥2,000
(Being cash paid to Suresh)



Example 3: Goods Sold to Mohan on Credit ¥3,000

Mohan's A/c Dr. %3,000
To Sales A/c 3,000
(Being goods sold to Mohan on credit)

Example 4: Received Cheque from Ramesh ¥4,000

Bank A/c Dr. 4,000
To Ramesh's A/c 4,000
(Being cheque received from Ramesh)



Golden Rules of Accounts

Nominal A/C

DEBIT:- Expenses and Losses

Credit:- Incomes and Gains.




Example 1: Paid Salary ¥10,000

Salary A/c Dr. ¥10,000
To Cash A/c ¥10,000
(Being salary paid)

Example 2: Received Commission 2,000

Cash A/c Dr. ¥2,000
To Commission Received A/c ¥2,000
(Being commission received)



Example 3: Rent Paid ¥5,000

Rent A/c Dr. 5,000
To Cash A/c 5,000
(Being rent paid)

Example 4: Interest Received ¥1,000

Cash A/c Dr. 1,000
To Interest Received A/c 1,000
(Being interest received)



Example 5: Paid Electricity Bill #8600

Electricity Charges A/c Dr. %800

To Cash A/c 800
(Being electricity bill paid)



1. Started business with cash 50,000,

2. Deposited 20,000 into bank,

3. Purchased goods from Ram on credit 10,000,
4. 5old goods to Shyam for cash 33,000,

5. Paid rent T2.000.

6. Received commission £1,200,

7. Bought furniture for 8.000 1n cash,

8. Faid salary to employee 34,000,

9. Withdrew cash for personal use 31,500,

10. Recewved 2,000 from Mohan in full settlement of 2,200,



11. Paid 500 as electricity bill.

12. Purchased machinery worth 25,000 by cheque.
13. Paid 71,000 to Ram by cheque.

14. BRecewved interest T600.

15. Paid insurance premium 31,500,
16. Purchased goods for cash <7,000.

17. Sold old furmiture for $3,000.

18. Goods returned to Ramesh $1,200.

19. Shyam returned goods waorth 1,000,

20. Recewed cheque from Ramesh 2,500,



