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1. FINANCIAL ACCOUNTING

2. MANAGEMENT  ACCOUNTING



What is Accounting?



What Is Accounting? 

• Accounting

– a comprehensive system for collecting, analyzing, and 
communicating financial information

• Bookkeeping

– recording accounting transactions

• Accounting Information System (AIS)

– organized procedure for identifying, measuring, recording, and 
retaining financial information



Business managers

Employees and unions

Investors and creditors

Taxing authorities

Government regulatory agencies

Users od Accounting Information



❑hired as salaried employees

❑ duties cover day-to-day accounting needs

❑ small business may have just one

❑ large business may have area specialists (i.e. budgeting, 
taxation, accounts payable etc.)

Private Accountants

Accountants 



Accounting 
Services

Tax Services: 

Tax return preparation 
and tax planning

Management 
Consulting Services: 

Personal financial 
planning to business 

planning

Auditing:

Examination of 
financial records to 

ensure fair 
representation (GAAP)

Accounting Jobs 



chartered accountants (CA)

certified general accountants (CGA)

certified management accountants (CMA)

Professional Accountants

Unification

Chartered Professional Accountant (CPA) 

Accountant or Controller? 



Controller

• head of the AIS

• ensures that the accounting system 
provides the reports and statements 
needed for planning, controlling and 
decision-making 

• activities may need different types of 
accounting specialists

Accountant or Controller? 



International Accounting (IFRS)

• International Accounting Standards Board (IASB)

❖members in over 80 countries

❖ goal is to eliminate differences in financial reporting from country 
to country

❖ IASB statements include an income statement, balance sheet and a 
statement of cash flows



The Accounting Cycle



The Accounting Equation

• Asset
❑ anything of economic value owned by a 

firm or individual

• Liability
❑ any debt owed by a firm or an individual to 

others

• Owners’ Equity

❑ any positive difference between a firm’s 
assets and liabilities



Assets Liabilities
Owners’

Equity

The Accounting Equation



Types of Accounting 



• Financial  Accounting

❑ keeps external parties informed about the firm’s financial condition

❑ statements structured according to GAAP requirements

• Managerial Accounting

❑ directed at  internal parties (managers)

❑ provides information to facilitate planning, forecasting, and 
decision-making 

Accounting Two main Categories 



Financial Statement Analysis (FSA)
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Analyzing Financial Statements

A) FINANCIAL INFORMATION ANALYSIS

1) Balance Sheet

2) Income Statement

3) Cash Flow Statement

4) Financial Ratios
✓ Trends

✓ Industry Norms

✓ Economic Cycles & Moods

  

B) COMPETITIVE / INDUSTRY ANALYSIS
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Analyzing Financial Statements

A) ΑΝΑΛΥΣΗ ΟΙΚΟΝΟΜΙΚΩΝ ΠΛΗΡΟΦΟΡΙΩΝ

1) Ισολογισμός

2) Κατάσταση Αποτελεσμάτων

3) Κατάσταση Ταμειακών Ροών

4) Οικονομικοί Δείκτες
a) Τάσεις

b) Κλαδοδείκτες

c) Οικονομικοί Κύκλοι & Διαθέσεις

Β) ΑΝΤΑΓΩΝΙΣΤΙΚΗ / ΚΛΑΔΙΚΗ ΑΝΑΛΥΣΗ
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Let’s Examine the Three … Accounts / Financial Statements
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• Financial statements reflect the activity and financial condition of a company

Balance Sheets

Income 
Statements

Statements of 
Cash Flow

Financial Statement Analysis (FSA)
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Three Accounts / Statements … to Analyze
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Financial Statement Analysis (FSA)
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Why Analyze?
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Financial Analysis Framework



❑ all transactions are entered in two ways, showing 
how they impact assets and liabilities

❑ the accounting equation is always kept in balance

Double-Entry Bookkeeping System



Revenue Recognition and Matching

• Revenue Recognition

❑ is the formal recording and reporting of revenues in financial 
statements once the earnings cycle is completed

• Matching

❑ expenses will be matched with revenues to show net income for 
an accounting period



Budget

• Budget

– a detailed financial plan of estimated receipts and expenditures for a 
future period 

❑ an internal financial statement

❑ usually one year

❑ requires input from other departments

❑ compares actual vs. budget to signal problems



1) Balance Sheet



• Balance Sheets

– provide detailed information about the accounting equation factors

• assets 

• liabilities 

• owner’s equity

– show a firm’s financial condition at one point in time

Balance Sheet



• Cash and assets that can be 
converted into cash within the 
year

• Accounts receivable
• amounts owed to the firm by 

customers

• Inventory
• cost of merchandise acquired for sale 

but not yet sold

• Prepaid expenses
• supplies on hand and rent (other 

bills) paid for coming period

Current Assets

Balance Sheet



• Land

• Buildings

• Machinery

• Depreciation: 
• distributing the cost of a major asset over its lifetime, 

deducted yearly

Fixed Assets: have a long-term use or value

Balance Sheet



➢ Intangible Assets: non-physical assets with economic value (difficult to 
calculate)

✓ patents

✓ trademarks

✓ franchise fees

✓ copyrights

➢ Goodwill: the amount paid for an existing business beyond the value of its 
other assets

Balance Sheet



Current liabilities

• debts owed by the 
firm that must be 
repaid within one 
year (i.e. accounts 
payable)

Long-term 
liabilities

• debts owed by the 
firm and due in more 
than one year

Owners’ equity  

• owners’ holdings in 
the firm

Liabilities and Owner’s Equity

Balance Sheet



Example of a Balance Sheet
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Balance Sheet
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The Link between Balance Sheet & Income Statement



2) Income Statement 



➢ Income Statement
❑ sometimes called a profit-and-loss statement

❑ description of revenues and expenses that shows the firm’s annual profit or loss

revenues – expenses = profit (or loss)

Income Statement 



Example of an Income Statement

Income Statement 
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Case: Income Statement Analysis



3) Cash Flows



Statement of Cash Flows

Financing

cash flows from financing activities 

Investments

cash flows from investment activities 

Operations

cash flows from buying and selling of goods and services

Cash Flows



Types of Analysis
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Types of Analysis
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Types of Analysis
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Ratio

Analysis



Analyzing Financial Statements
Ratios

Solvency 

Ratios

short term and long       

term, estimate of risk

Profitability 

Ratios
measure potential earnings

Activity 

Ratios

reflect management’s 

use of assets



Solvency Ratios

• current ratio (current assets/current liabilities)

Short Term

• debt to equity ratio (debt/owner’s equity)
• leverage

Long Term

Analyzing Financial Statements



Profitability Ratios

• net income/total owner’s equity

Return on Equity 

• net income/sales revenue

Return on Sales

• net income/number of common 
shares outstanding

Earnings per Share

Analyzing Financial Statements



Activity Ratios

• cost of goods 
sold/average 
inventory
• indicates how quickly 

inventory is produced 
and sold 

Inventory turnover ratio

Analyzing Financial Statements



Bringing Ethics into the Accounting Equation

Without ethics, all accounting tools would be meaningless

usefulness depends, on their honest application

Accounting Ethics help maintain public confidence in

business institutions financial markets the accounting profession



Evolving Role of The Modern Accountant

The following issues are contributing to the additional 
roles of the modern accountant:

➢ Fewer restrictions from physical and geographic boundaries

➢ Social-media-driven changes in relationships and the way business 
is conducted

➢ Need for the accountant to be an effective communicator

➢ Project management in the accountant’s expanded role
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