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FINANCIAL 
ACCOUNTING

Record Transactions & 
Determine Financial 

Position & profit or loss.

COST ACCOUNTING

Ascertainment, Allocation 
and Accounting for Cost

MANAGEMENT 
ACCOUNTING

To assist the management in 
Decision –Making & Policy 

formulation



It is the language of business that records, 
summarizes and analyzes all transactions 

and events of a firm.

Accounting or accountancy is the measurement, 

processing, and communication of financial and non 

financial information about economic entities such as 

businesses and corporations.



Accounting is a process of recording, classifying 

and summarizing financial transactions in a 

significant manner and interpreting results thereof. 

Accounting is both science and art.

For every type of entity, whether it is large in size or 

small in size, it is very important to have a proper 

system of accounting for proper management of an 

entity’s business operations. 

An accountant must have a good understanding of 

the terms used in accounting and types of accounts.

https://www.toppr.com/guides/general-knowledge/india-science-and-technology/science-technology-in-india/
https://www.toppr.com/guides/history/the-changing-world-of-visual-arts/the-history-of-visual-arts/
https://www.toppr.com/guides/business-studies/nature-and-purpose-of-business/concept-and-characteristics-of-business/


ASSET ACCOUNT
Assets are items that provide future economic benefit to a 

company.

Examples of “Asset Account” include:

• Cash

• Accounts Receivable

• Inventory

• Prepaid Expenses

• Property and Equipment

• Vehicles



LIABILITY ACCOUNT
Liabilities are obligations that the company is 

required to pay, such as vendor invoices.

Examples of “Liability Account” include:

•Accounts Payable

•Income Tax Payable

•Loans Payable

•Bank Fees



REVENUE ACCOUNT
Revenue accounts are accounts related to income 
earned from the sale of products and services, or 

interest from investments.

Examples of “Revenue Account” include:

•Sales Revenue

•Service Revenue

• Interest Income

• Investment Income



EXPENSE ACCOUNT
These are charges related to the day to day 

operation of a business.

Examples of “Expense Account” include:

•Advertising

•Rent

•Travel

•Salaries



DEBIT AND CREDIT



JOURNAL ENTRY

FIXED ASSET ACCOUNT



Debits and credits are used in a company’s bookkeeping 

in order for its books to balance.

 Debits increase asset or expense accounts and 

decrease liability OR revenue accounts.

 Credits do the reverse. 

When recording a transaction, every debit entry must 

have a corresponding credit entry for the same rupees 

amount, or vice-versa.
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Debits and credits are bookkeeping 

entries that balance each other out. 

Consider that for accounting purposes, 

every transaction must be exchanged for 

something else of the exact same value.



An account is the systematic presentation of all 

the transactions related to a particular head.

 An account shows the summarized records of 

transactions related to a concerned person or thing.

An account is expressed in a statement form. It has 

two sides.

 The left-hand side of an account is called a Debit 

side whereas right-hand side is called as Credit 

side. 

The debit is denoted as ‘Dr’ and credit is denoted 

as ‘Cr’.

https://www.toppr.com/guides/accountancy/recording-transactions/business-transaction-and-source-document/


CLASSIFICATION OF ACCOUNTS IN 
ACCOUNTING

TYPES OF 
ACCOUNTS

PERSONAL

ACCOUNT

REAL 
ACCOUNT

NOMINAL 
ACCOUNT



PERSONAL ACCOUNT
These accounts types are related to persons. These persons may be 

natural persons like Raj’s account, Rajesh’s account, Ramesh’s 

account, Suresh’s account, etc.

These persons can also be artificial persons like partnership firms, 

companies, an association of persons, etc.

For example – Rajesh and Suresh trading Co., Charitable trusts, 

XYZ Bank Ltd, C company Ltd, etc.

https://www.toppr.com/guides/english-language/vocabulary/word-association-pairs/


There can be Group Personal Account / Personal 

Representative Accounts as well.

For example –

Sundry Debtors



Rule for this Account

For Example – Goods sold to Suresh. 

In this transaction, Suresh is a personal account as being a natural 

person. His account will be debited in the entry as the receiver.

Debit the receiver.

Credit the Giver.



REAL ACCOUNT
SThese account types are related to assets or properties.

 They are further classified as Tangible real account and Intangible real 

accounts.

Tangible Real Accounts

These include assets that have a physical existence and can be touched. 

For example – Building A/c, cash A/c, stationery A/c, inventory A/c, etc.

Intangible Real Accounts

These assets do not have any physical existence and cannot be touched. 

However, these can be measured in terms of money and have value. For 

Example – Goodwill, Patent, Copyright, etc.



Real Account Rules

For Example – Furniture purchased by an entity in 

cash.

Debit furniture A/c and credit cash A/c.

Debit what comes into the 

business.

Credit what goes out of 

business.



NOMINAL ACCOUNT
These accounts types are related to income or 

gains and expenses or losses.

 For example: – Rent A/c, commission 

received A/c, salary A/c, wages A/c, 

conveyance A/c, etc.



Rules

For Example – Salary paid to employees of the entity. Salary A/c 

will be debited when the expenses are incurred.

Whereas, when an entity receives any interest, discount, etc

these are credited whenever these are received by the entity.

Debit all the expenses and losses of the 

business.

Credit the incomes and gains of business.



GOLDEN RULES 
OF 

ACCOUNTING



DEBIT THE RECEIVER

CREDIT THE GIVER

DEBIT WHAT COMES IN

CREDIT WHAT GOES OUT

DEBIT ALL EXPENSES & LOSSES

CREDIT ALL INCOMES & GAINS



1) Mr. Ram’s Account

PERSONAL ACCOUNT

2) Cash Account

REAL ACCOUNT

3) Rent Account

NOMINAL ACCOUNT

4) Electricity Account

NOMINAL ACCOUNT



5) Goods Sold A/c

REAL ACCOUNT

6) Goods Purchased A/c

REAL ACCOUNT

7) Wages A/c

NOMINAL ACCOUNT

8) Machinery A/c

REAL ACCOUNT



9) Closing Stock A/c

REAL  ACCOUNT

10) Opening Stock A/c

REAL ACCOUNT

11) Furniture Account

REAL ACCOUNT

12) ABC Bank Account

PERSONAL ACCOUNT



13) Machinery Repairs A/c

NOMINAL ACCOUNT

14) Vehicle Account

REAL ACCOUNT

15) Equipments A/c

REAL ACCOUNT

16) Land & Buildings A/c

REAL ACCOUNT



17) Salary Account

NOMINAL ACCOUNT

18) Interest Account

NOMINAL ACCOUNT

19) Capital Account

PERSONAL ACCOUNT

20) ABC Ltd. Account

PERSONAL ACCOUNT



Classify the following accounts appearing in 
the books of a business owned by Mr. Mohit

1) Mohit’s Capital A/c

PERSONAL ACCOUNT

2) Poona University A/c

PERSONAL ACCOUNT

3) Ram A/c (who owes Rs. 100)

PERSONAL ACCOUNT - DEBTOR



4) Sham A/c (to whom Rs.50 is payable)

PERSONAL ACCOUNT - CREDITOR

5) Growmore Limited A/c

PERSONAL ACCOUNT

6) Cash A/c

REAL ACCOUNT

7) Bank of India A/c

PERSONAL ACCOUNT



8) Bank of Baroda (Loan) A/c

PERSONAL ACCOUNT

9) Freight A/c

NOMINAL ACCOUNT

10) Insurance Premium A/c

NOMINAL ACCOUNT

11) Machinery Repairs A/c

NOMINAL ACCOUNT



12) Wages A/c

NOMINAL ACCOUNT

13) Dividends Received A/c

NOMINAL ACCOUNT

14) Bad Debts A/c

NOMINAL ACCOUNT (LOSS)

15) Bad Debts Recovered A/c

NOMINAL ACCOUNT (GAIN)



16) Rent A/c

NOMINAL ACCOUNT

17) M/S Ajit & Pratish A/c

PERSONAL ACCOUNT

18) Electricity A/c

NOMINAL ACCOUNT

19) Land & Buildings A/c

REAL ACCOUNT



20) Vehicles A/c

REAL ACCOUNT

21) Equipments A/c

REAL ACCOUNT

22) Closing Stock A/c

REAL ACCOUNT

23) Kapil A/c

PERSONAL ACCOUNT



24)Petty Cash A/c

REAL ACCOUNT

25) Mr. Harshad A/c

PERSONAL ACCOUNT

26) Shares in ACC Ltd. A/c

REAL ACCOUNT

27) Units in Unit Trust of India A/c (U.T.I.)

REAL ACCOUNT



28) Interest Received A/c

NOMINAL ACCOUNT

29) Goods Lost in Fire A/c

REAL ACCOUNT

30) Goods Purchased A/c

REAL ACCOUNT

31)Goods Sold A/c

REAL ACCOUNT



32) Goods Returned (Outwards) A/c

REAL ACCOUNT

33) Goods Returned (Inwards) A/c

REAL ACCOUNT

34) Mr. Mohit’s Drawings A/c

PERSONAL ACCOUNT


