
FINANCIAL ACCOUNTING AND REPORTING 1

1 Definitions of bookkeeping, accounting and reporting. First of all, you need to be aware of some of the basic
terminology in this subject area. There are several .

Information is data processed for a purpose. It can only possess these qualities if the underlying data have been
recorded properly. IAS 1, however, did not make adoption of the new terms mandatory. For a corporation, the
owner's equity portion usually shows common stock , and retained earnings earnings kept in the company.
Create your free OpenLearn profile Get the most out of OpenLearn Anyone can learn for free on OpenLearn,
but signing-up will give you access to your personal learning profile and record of achievements that you earn
while you study. In cost accounting, classification is basically on the basis of functions, activities, products,
process and on internal planning and control and information needs of the organization. Anyone can learn for
free on OpenLearn but creating an account lets you set up a personal learning profile which tracks your course
progress and gives you access to Statements of Participation and digital badges you earn along the way. The
income statement and balance sheet together are often referred to as the financial statements or set of accounts.
The communication aspect of accounting involves the reporting of information about a business to interested
parties, such as owners and managers. There are several different terms in common use under the general
umbrella of accounting and they are often used by people interchangeably without distinguishing the meanings
of these terms. Financial accounting serves the following purposes: producing general purpose financial
statements producing information used by the management of a business entity for decision making, planning
and performance evaluation producing financial statements for meeting regulatory requirements. Course
content Course content Financial accounting and reporting This free course is available to start right now.
Course content Course content Financial accounting and reporting This free course is available to start right
now. Accounting aims to meet the financial information needs of the decision-makers and helps them in
rational decision-making. Ascertainment of the financial position of business: businessman is not only
interested in knowing the result of the business in terms of profits or loss for a particular period but is also
anxious to know that what he owes liability to the outsiders and what he owns assets on a certain date. Review
the full course description and key learning outcomes and create an account and enrol if you want a free
statement of participation. Liabilities, revenues, and capital have normal credit balances, i. These are all good
answers, and there are probably many others. It shows how the distribution of income and transfer of
dividends affects the wealth of shareholders in the company. Dr Dividends Cr Revenue. Those data will only
become information when they are combined with something else that enables you to assess them within a
relevant context, such as how much the book would have cost had the bookshop bought it from a different
supplier or how much profit the bookshop made when it sold the book to a customer. Sign-up now! Although
businesses produce formal income statements and balance sheets for, and at the end of, accounting periods,
they can do so at any time, and often produce them more regularly to help managers monitor and control
business activities and make decisions, as mentioned above. Objectives of Financial Accounting Systematic
recording of transactions: basic objective of accounting is to systematically record the financial aspects of
business transactions i. The period of time for which results are calculated is referred to as an accounting
period or period of account. If expenses exceed revenue then it is said that the business is running under loss.
It may also be regarded as a transformative process in that it turns the raw data recorded in bookkeeping into
useful information. To be useful, information must be timely, relevant, complete and of good quality. An
accounting period can be any length of time, and the length may be determined by the reason for which a set
of results is required, for example, to provide management with information, to support an application for a
bank loan, etc. Interactive feature not available in single page view see it in standard view. The profit and loss
account helps the management and different stakeholders in taking rational decisions.


