
1. Meaning and Definition of Accounting
Accounting is often called the “language of business” because it communicates financial information to different users.
Definition:
Accounting is the art of recording, classifying, summarizing, and interpreting financial transactions (money-related activities) of a business or an individual.
Objectives / Importance of Accounting
Accounting is done to:
· Know how much money a business owns
· Know how much money it owes (liabilities)
· Find out whether the business is making a profit or a loss
· Help in decision-making and planning
· Keep proper records for future reference and legal purposes
Example
If a person runs a lemonade stand, accounting helps to record:
· Money earned from selling lemonade
· Money spent on lemons, sugar, cups, etc.
· Profit or loss at the end of the day
2. Users of Accounting Information
Different people use accounting information for different purposes. These users are divided into Internal Users and External Users.
A. Internal Users
Internal users are people within the business.
	User
	Purpose

	Owners / Managers
	To make decisions, plan activities, and control business operations

	Employees
	To know about job security, salary increases, and company performance


B. External Users
External users are people outside the business.
	User
	Purpose

	Investors
	To decide whether to invest in the business

	Banks / Lenders
	To decide whether to give loans

	Government
	To calculate taxes and ensure legal compliance

	Suppliers
	To check the business’s ability to pay for goods

	Customers
	To know whether the business will continue its operations



3. Branches of Accounting
Accounting has different branches to meet various business needs:
1. Financial Accounting
· Prepares financial statements such as Profit & Loss Account and Balance Sheet
· Used mainly by external users
2. Management Accounting
· Provides financial information to managers
· Helps in planning, decision-making, and control
3. Cost Accounting
· Records and analyzes the cost of production
· Helps in reducing costs and fixing selling prices
4. Tax Accounting
· Deals with tax calculation, tax planning, and filing returns
5. Auditing
· Examines and verifies accounting records
· Ensures accuracy and fairness of financial statements
6. Forensic Accounting
· Investigates financial fraud, theft, and legal disputes
Conclusion
Accounting plays a vital role in every business by providing accurate financial information to various users and helping in effective decision-making.

