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“BASICS OF

FINANCIAL ACCOUNTING ”



Meaning of 

Financial Accounting
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 “It is an art of Recording, Classifying and Summarizing all the

BusinessTransactions in terms of Money”
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Business Transactions
(Examples: Business Name: ABC Company and Owner: Mr. X)

Capital budget in the business Rs. 10 Lakhs

Land & Building purchased Rs. 4 Lakhs

Plant & Machinery purchased Rs. 3 Lakhs

Furniture & Fixtures  purchased Rs. 1 Lakh

Tools & Equipements purchased Rs. 1 Lakh

Raw Material purchased Rs. 50, 000

Salaries & Wages Rs. 50, 000

Freight Charges Rs. 5,000

Insurance Rs. 10,000

Advertisement Rs. 20,000

Goods Sold Rs. 1 Lakh

Drawing ( Cash withdrawn by the owner
for his personal use)

Rs. 25,000
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ACCOUNTING PRINCIPLES
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 Accounting Concepts      
(Necessary assumptions)

1. Entity Concept

2. Dual Aspect Concept

3. Going Concern Concept

4. Accounting Period Concept

5. Money Measurement Concept

6. Cost Concept

7. Revenue Recognition Concept

8. The Matching Concept

9. Accurate Concept

10. Objectivity Concept 

 Accounting Conventions 
(Customer or Traditions)

1. Convention of Disclosure

2. Convention of Materiality

3. Convention of Consistency

4. Convention of Conservatism
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Accounting Cycle 

Preparation of

 Final Account

Classifying the Business

Transactions by posting them from

subsidary books to ledger Accounts

and preparing of Trial Balance

Recording Business Transactions

in Subsidary Books
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Stage I

Stage II

Stage III

RECORDING

CLASSIFYING

SUMMARISING
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ACCOUNTING FLOW CHART

Comparative Financial

Statement Analysis

Common Size Financial

Statement Analysis

Ratio Analysis Cash Flow

Statement

Funds Flow

Statement

Statistical Analysis

Financial Analysis

Tools & Techniques

Final Accounts

Trial Balance

Ledger Accounts

Susidary Books

Start
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Financial 

Accounting

Financial 

Analysis
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TATA Steel
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TCS
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