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Bookkeeping is the process of recording business 

activities into the books of accounts. It only 

involves one step of the accounting process.

Definition Of 
Accounting And 
Bookkeeping
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Recording: is to keep a systematic record of all business transactions. Recording is done in

the order of their occurrence. First transactions are recorded in the book called journal.

This journal is again further be divided into several subsidiary books according to the size

and nature of business.

Classifying: Classification refers to the process of analysing and grouping the recorded data

in one place on the basis of their nature to get the instant information. The book where

the classification is done is called Ledger.
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Summarising: Summarising refers to the preparation and presentation of classified data

in a useful form to the users of accounting information. In this process the financial

statement are prepared which are:

(a) Profit & Loss Account

(b) Balance Sheet

(c) Cash Flow Statement
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Analysing: The accounting information which are presented by financial statements

may not be easily understandable to everyone. So this requires the simplification of

the data from financial statements. Therefore analysing refers to the process of

simplification of the data presented in financial statements to make the users easily

understandable.

Interpreting: Interpreting in the process of explaining the meaning and significance

of the simplified data established by the analysis. Interpretation helps the users to

take correct decisions on the basis of the information available.



Differences Between Accounting And Bookkeeping

ACCOUNTING BOOKKEEPING

Ac c o u n t i n g r e p r e s e n t s t h e c o m p l e t e a c c o u n t i n g

p r o c e s s , f r o m t h e p r o c e s s o f r e c o r d i n g u n t i l

i n t e r p r e t i n g t h e b u s i n e s s f i n a n c i a l i n f o r m a t i o n .

B o o k k e e p i n g i s o n l y l i m i t e d t o t h e r e c o r d i n g

p r o c e s s .

Ac c o u n t i n g i n vo l ve s m o r e t e c h n i c a l u n d e r s t a n d i n g

a n d a d va n c e a c c o u n t i n g p r o c e d u r e s .

B o o k k e e p i n g r e q u i r e s a b a s i c u n d e r t a n d i n g a n d

p r a c t i c e o f f i n a n c i a l a c c o u n t i n g .

Ac c o u n t i n g t a s k s a r e p e r f o r m e d b y a c c o u n t i n g

g r a d u a t e s o r c e r t i f i e d p r o f e s s i o n a l a c c o u n t a n t s .

B o o k k e e p i n g i s p e r f o r m e d b y n o n - a c c o u n t a n t s w h o

h a ve g a i n e d t h e n e c e s s a r y t r a i n i n g a n d e x p e r i e n c e

i n b o o k k e e p i n g .

Ac c o u n t i n g i s r e s p o n s i b l e f o r a w i d e r a n g e o f

a c c o u n t i n g t a s k s a n d m a n a g e s t h e va r i o u s f i n a n c i a l

d e c i s i o n s f r o m t h e r e s p e c t i ve b u s i n e s s

d e p a r t m e n t s .

B o o k k e e p i n g c o m p r i s e s o n l y t h e s i m p l e a c c o u n t i n g

t a s k s i n a f i n a n c i a l d e p a r t m e n t s u c h a s :

• I s s u e b i l l f r o m c a s h o r c r e d i t a c t i v i t i e s

• R e c o r d r e c e i p t s f r o m c u s t o m e r s

• Ve e r i f y a n d r e c o r d i n vo i c e s f r o m s u p p l i e r s
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Users of Accounting Information

Internal Users External Users
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Types of Business Entities

Business 

entity

Sole proprietorship

Partnership

Company

General 

partnership

Limited liability 

partnership
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• Is a conversional partnership.

• Partners contribute cash or any assets that can be converted to 

cash as their capital.

• General partnership is not a separate legal entity.

• Each partner bears an unlimilited liability to debts, claims or charges 

against the partnership  and this can extend to their personal 

assets.

• The liability for any debts of the business is borne by the partners.

• Partnership is regulated under the Registration of Businesses Act

1956(RBA), and law of Partnership Act 1961 in Malaysia.

General 
Partnership
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• Is an altenative type of business entity regulated under the Limited

Liability Partnerships Act 2012 which combines the characteristics of a

company and a conventional partnership.

• Capital is contributed by partners in the form of shares.

• Is a separate legal entity in which each partner contributes capital to the

business and thus, technically, owns the business and has the

advantage of limited liability.

• Limited liability means that the personal assets of the partners

(shareholders) are protected from any legal action if the LLP business

faces any misfortune.

• Is regulated under the Limited Liability Partnership Act 2012 (LLP) and

Limited Liability Partnership Regulations 2012.

Limited Liability 
Partnership (LLP)
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1. Financial Account ing

Financ ia l account ing invo lves record ing and class i fy ing bus iness

t ransact ions, and prepar ing and present ing f inanc ia l s ta tements to

be used by in terna l and externa l users .

In the prepara t ion of f inanc ia l s ta tements , s t r ic t compl iance wi th

genera l ly accepted account ing pr inc ip les or GAAP is observed .

Financ ia l account ing is pr imar i ly concerned in process ing his tor ica l

data .

Types of Accounting Field
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2. Managerial Account ing

Manager ia l or management account ing focuses on prov id ing

in format ion for use by in terna l users , the management . Th is

branch deals wi th the needs of the management ra ther than st r ic t

compl iance wi th genera l ly accepted account ing pr inc ip les .

Manager ia l account ing invo lves f inanc ia l ana lys is , budget ing and

forecast ing, cost analys is , eva luat ion of bus iness dec is ions, and

s imi lar areas.
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3. Cost Accounting

Often t imes cons idered as a subset of management account ing, cost

account ing refers to the record ing, presentat ion, and analys is of

manufactur ing costs . Cost account ing is very usefu l in manufactur ing

bus inesses s ince they have the most compl icated cost ing process.

Cost accountants a lso analyze actua l costs versus budgets or s tandards

to help determine future courses of act ion regard ing the company 's cost

management .
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4. Audit ing

Externa l audi t ing refers to the examinat ion of f inanc ia l s ta tements by an

independent par ty wi th the purpose of express ing an opin ion as to fa i rness

of presentat ion and compl iance wi th GAAP. In terna l audi t ing focuses on

evaluat ing the adequacy of a company 's in terna l cont ro l s t ruc ture by

test ing segregat ion of dut ies , po l ic ies and procedures, degrees of

author izat ion, and other cont ro ls implemented by management .
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5 . Tax Account ing

Tax account ing he lps c l ien ts fo l low ru les se t by tax au thor i t i es . I t

i nc ludes tax p lann ing and prepara t ion o f tax re tu rns . I t a l so invo lves

dete rmina t ion o f income tax and other taxes , tax adv iso ry serv ices such

as ways to min im ize taxes lega l l y, eva lua t ion o f the consequences o f

tax dec is ions , and o ther tax - re la ted mat te rs .
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Source 

documents 

Books for 

prime entry 

Ledgers

Trial balance

Adjustments

Adjusted trial 

balance

Financial 

statements

Financial 

reports

ACCOUNTING 

CYCLE
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Steps in the Accounting Cycle
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Steps in the Accounting Cycle
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Steps in the Accounting Cycle
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Exercise
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