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Abstract
Accounting provides the financial information required by businesses and external stakeholders to understand an organization's financial position, financial performance and cash-generating capacity. The fundamental concepts of accounting provide the basis for recording, classifying, summarizing and communicating economic transactions. This paper examines the basic theoretical concepts of accounting with particular emphasis on the accounting equation, accrual accounting, the matching principle, revenue recognition and the role of financial statements in business decision-making. Apple Inc. is used as a real-world case study because its publicly available audited financial statements provide substantial evidence of how these concepts operate in practice. Apple is analyzed using selected figures from its balance sheet, income statement and statement of cash flows. The analysis demonstrates that Apple's total assets of $359.241 billion were equal to total liabilities of $285.508 billion plus shareholders' equity of $73.733 billion. The study also finds that Apple's reported net income of $112.010 billion differed from operating cash flow of $111.482 billion, demonstrating the importance of accrual accounting and the distinction between accounting profit and cash generation. Apple's revenue of $416.161 billion consisted of product and services revenue, illustrating the importance of revenue recognition policies. Overall, the analysis demonstrates that accounting concepts are not merely theoretical principles but practical mechanisms that support financial reporting, performance evaluation and business decision-making.
1. Introduction
Accounting is often called the language of business. It gives a clear and organized way to find, measure, record, and share financial information. Every business makes many transactions, such as selling products, buying supplies, paying workers, and borrowing money. Without an accounting system, it would be very hard for managers, investors, and lenders to understand how well or poorly a business is doing. Financial reporting takes all these single transactions and turns them into useful information that people can study and use to make decisions.
Accounting is more than just writing down numbers. Today, financial reports are meant to give useful information to investors, lenders, and others who need to decide whether to give money to a company (Financial Accounting Standards Board [FASB], 2024). The FASB says that good financial information must be relevant and truthful. This means accounting information should not just show numbers; it should give a real and meaningful picture of what is happening in the business.
One of the most basic ideas in accounting is the accounting equation:
Assets = Liabilities + Owner's Equity
For a company, owner's equity is usually called shareholders' equity. This equation is the base of double-entry bookkeeping. It shows that everything a business owns (assets) is paid for either by borrowing money (liabilities) or by the owners' own money (equity).
Another key idea is accrual accounting. Under this method, transactions are recorded when they actually happen, not just when cash is paid or received. The International Accounting Standards Board (IASB) explains that accrual accounting shows transactions in the period when their effects happen, even if the cash comes in or goes out in a different period (IFRS Foundation, 2026).
The matching principle and revenue recognition principle are also important. Revenue recognition decides when revenue should be counted. The matching principle explains how expenses should be linked to the revenue they helped create. Modern accounting standards use these ideas through detailed rules for when and how to record things.
This paper uses these ideas to study Apple Inc. Apple's 2025 financial statements are a good real-world example. The company works all over the world, earns money from both products and services, has many assets and liabilities, and reports large cash flows. Apple's 2025 Form 10-K, filed with the U.S. Securities and Exchange Commission (SEC), gives audited financial information for the year ended September 27, 2025 (Apple Inc., 2025).
The goals of this paper are to:
· Explain the basic concepts of accounting
· Show the accounting equation using Apple's real financial data
· Discuss how financial statements help in business decision-making
· Analyze accrual accounting, the matching principle, and revenue recognition
· Examine the relationship between Apple's balance sheet, income statement, and cash flow statement


2. Literature Review
2.1 The Purpose of Accounting
The fundamental purpose of financial accounting is to provide financial information about an entity to users who need that information for economic decisions. These users include investors, lenders, creditors, managers, employees, suppliers and government authorities. The FASB's conceptual framework states that general-purpose financial reporting is designed to provide information useful to existing and potential investors, lenders and other creditors in making decisions about providing resources to an entity (FASB, 2024). 
Accounting information can assist users in assessing an organization's resources, obligations, profitability, liquidity and ability to generate future cash flows. The information also supports evaluation of management's use of organizational resources. Therefore, accounting is both a recording function and an information system.
Kieso et al. (2022) explain that financial accounting involves the identification, measurement and communication of financial information to external users. The usefulness of accounting information depends on its quality, consistency and ability to faithfully represent economic events. Financial statements transform detailed accounting records into standardized reports that can be compared over time and, subject to differences in accounting standards and policies, across companies.
The conceptual framework also recognizes that financial reporting has limitations. Accounting measurements frequently involve estimates and judgments. For example, companies must estimate useful lives for depreciable assets, assess expected credit losses and determine the timing and amount of revenue recognition in accordance with applicable standards. Consequently, financial statements should be interpreted alongside accompanying notes and accounting policies rather than considered as isolated numerical summaries.

2.2 The Accounting Equation
The accounting equation represents the fundamental relationship between an organization's resources and claims against those resources:
Assets = Liabilities + Equity
Assets represent economic resources controlled by an organization. Examples include cash, accounts receivable, inventory, property and equipment and certain financial investments. Liabilities represent present obligations arising from past events, such as accounts payable, debt and other obligations. Equity represents the residual interest after liabilities are deducted from assets.
The accounting equation is directly connected to double-entry bookkeeping. Every transaction affects at least two accounts while maintaining equality between total assets and total liabilities plus equity. For example, when a company purchases equipment for cash, property and equipment increases while cash decreases. Total assets remain unchanged. When a company borrows money, cash increases and liabilities increase by the same amount.
The equation also provides an important analytical relationship:
Equity = Assets − Liabilities
Therefore, changes in assets or liabilities ultimately affect the residual interest of shareholders, subject to transactions such as share issues, dividends, share repurchases and other equity movements.
The conceptual relationship is also reflected in the IFRS Conceptual Framework, which states that total assets less total liabilities equals total equity at the beginning and end of a reporting period (IFRS Foundation, 2022). 

2.3 Accrual Accounting
Accrual accounting is one of the central foundations of modern financial reporting. Under accrual accounting, the recognition of economic events is generally based on when the economic activity occurs rather than solely on when cash changes hands.
For example, suppose a company provides a service in December but receives payment from the customer in January. Under accrual accounting, the revenue may be recognized in December when the applicable recognition requirements are satisfied, while the cash receipt occurs in January. The December financial statements therefore reflect the economic activity in the period in which it occurred.
The importance of accrual accounting is emphasized by the IFRS Conceptual Framework, which explains that accrual accounting depicts the effects of transactions and other events in the periods in which those effects occur, even when cash receipts and payments occur in different periods (IFRS Foundation, 2026). 
Accrual accounting therefore produces information about performance that cannot be obtained simply by examining cash movements. This distinction is especially important for large corporations such as Apple because sales, supplier arrangements, subscriptions, warranties, compensation and other transactions may involve different timing between recognition and cash settlement.

2.4 The Matching Principle
The matching principle is traditionally associated with recognizing expenses in the same accounting period as the revenues to which they contribute. Its purpose is to improve the measurement of periodic financial performance.
For example, if inventory is purchased in one period but sold in another, the cost associated with the inventory sold is recognized as cost of sales in the period in which the related sale is recognized, subject to the applicable accounting standards. Similarly, long-lived assets are generally depreciated over their useful lives rather than expensed entirely in the period of acquisition.
The matching concept is therefore closely related to accrual accounting. Revenue and expenses are reported based on the economic activity associated with the reporting period rather than solely according to cash receipts and payments.
Modern accounting standards do not simply apply a broad matching rule mechanically. Recognition requirements determine when assets, liabilities, income and expenses should be recognized. The result is nevertheless a system in which expenses are recognized in a manner intended to provide a meaningful representation of financial performance.

2.5 Revenue Recognition
Revenue recognition concerns the conditions under which revenue is recognized in the financial statements. Revenue is one of the most important measures of business activity because it indicates the value of goods or services transferred to customers during a reporting period.
The FASB and IASB developed converged revenue recognition requirements intended to improve consistency and comparability in accounting for revenue from contracts with customers (IFRS Foundation, 2014). 
For businesses such as Apple, revenue recognition is particularly significant because the company sells physical products as well as services. Product transactions can involve immediate transfer of goods, whereas services may involve performance over a period of time. Apple's financial statements therefore provide a useful example of how revenue recognition operates in a complex multinational organization.
Apple reported $416.161 billion of total net sales in fiscal 2025, consisting of $307.003 billion from products and $109.158 billion from services (Apple Inc., 2025). 

2.6 Financial Statements and Decision-Making
The three major financial statements examined in this paper are the balance sheet, income statement and statement of cash flows.
The balance sheet, also called the statement of financial position, reports assets, liabilities and equity at a particular point in time. It allows users to assess financial position, liquidity and capital structure.
The income statement reports revenues, expenses and resulting profit or loss over a specified period. It provides information about operating performance and profitability.
The statement of cash flows reports cash inflows and outflows and categorizes them into operating, investing and financing activities. It helps users evaluate an organization's ability to generate and use cash.
The three statements are interconnected. Net income affects equity, while changes in assets and liabilities are reflected in the cash flow statement. The cash flow statement also reconciles accounting performance with changes in cash. Consequently, users who examine only one statement may obtain an incomplete understanding of an organization's financial condition.

3. Methodology
This assignment uses a secondary-data research methodology combining qualitative accounting analysis with quantitative analysis of published financial information.
The primary case-study source is Apple Inc.'s 2025 Form 10-K filed with the U.S. Securities and Exchange Commission. The report covers Apple's fiscal year ended September 27, 2025 and contains the company's audited consolidated financial statements and accompanying notes (Apple Inc., 2025). 
Financial data were extracted from Apple's consolidated balance sheet, consolidated statement of operations, consolidated statement of cash flows and related notes. The data were then used to demonstrate the accounting equation and to analyze revenue, expenses, assets, liabilities, shareholders' equity and cash flows.
Theoretical concepts were examined using accounting literature and conceptual-framework material published by authoritative accounting bodies and accounting textbooks. Kieso et al. (2022) provide the accounting framework for understanding financial reporting, while FASB and IFRS Foundation publications provide authoritative conceptual guidance.
The methodology is appropriate because the purpose of the assignment is not to conduct a survey or experimental investigation but to apply accounting theory to an actual company. The approach allows theoretical concepts to be compared directly with real financial information.

4. Findings
4.1 Overview of Apple Inc.
Apple Inc. is a multinational technology company headquartered in Cupertino, California. Its products and services include iPhone, Mac, iPad, wearable products and various digital and subscription services. Apple's 2025 Form 10-K reports financial information for the fiscal year ended September 27, 2025 (Apple Inc., 2025).  
Apple's size and complexity make it useful for demonstrating accounting concepts. In fiscal 2025, Apple reported total net sales of $416.161 billion and net income of $112.010 billion. Services generated $109.158 billion of revenue, while product sales generated $307.003 billion. 
Table 1
Apple Inc. Selected Financial Information, 2025

	Measure
	2025 US$ millions

	Total assets
	359,241

	Total liabilities
	285,508

	Shareholders' equity
	73,733

	Net sales
	416,161

	Cost of sales
	220,960

	Gross margin
	195,201

	Operating income
	133,050

	Net income
	112,010

	Operating cash flow
	111,482


Source: Apple Inc. (2025), Form 10-K. 
The figures demonstrate the scale of Apple's operations and provide a basis for applying the theoretical accounting concepts discussed in the literature review.

4.2 Application of the Accounting Equation
Apple's 2025 balance sheet provides a direct demonstration of the accounting equation.
Table 2
Apple Inc. Accounting Equation at September 27, 2025

	Component
	US$ millions

	Total assets
	359,241

	Total liabilities
	285,508

	Shareholders' equity
	73,733

	Total liabilities + equity
	359,241


Source: Apple Inc. (2025). 
The calculation is:
Assets = Liabilities + Equity
$359,241 million = $285,508 million + $73,733 million
Therefore:
$359,241 million = $359,241 million
The equation balances exactly. This provides empirical evidence that the fundamental accounting relationship remains applicable to a large multinational corporation.
The data also demonstrate that approximately 79.5% of Apple's assets were financed through liabilities, with the remaining portion represented by shareholders' equity. This percentage is calculated as total liabilities divided by total assets. The calculation is:
$285,508 ÷ $359,241 × 100 ≈ 79.5%
The remaining approximately 20.5% represents shareholders' equity relative to total assets.
This does not mean that liabilities are necessarily undesirable. Liabilities can provide financing that allows a company to operate and invest without relying exclusively on equity capital. However, the level and structure of liabilities are important to users assessing financial risk and capital structure.

4.3 Analysis of Apple's Balance Sheet
Apple's balance sheet demonstrates the composition of the company's economic resources and financing structure.
Table 3
Selected Apple Balance Sheet Figures

	Item
	2025
	2024

	Cash and cash equivalents
	$35,934m
	$29,943m

	Accounts receivable
	$39,777m
	$33,410m

	Inventories
	$5,718m
	$7,286m

	Total current assets
	$147,957m
	$152,987m

	Marketable securities
	$77,723m
	$91,479m

	Property, plant and equipment
	$49,834m
	$45,680m

	Total assets
	$359,241m
	$364,980m

	Accounts payable
	$69,860m
	$68,960m

	Total current liabilities
	$165,631m
	$176,392m

	Total liabilities
	$285,508m
	$308,030m

	Shareholders' equity
	$73,733m
	$56,950m


Source: Apple Inc. (2025). 
The table shows several important changes. Total assets decreased from $364.980 billion in 2024 to $359.241 billion in 2025. However, total liabilities decreased more substantially, from $308.030 billion to $285.508 billion. Shareholders' equity increased from $56.950 billion to $73.733 billion.
Cash and cash equivalents increased from $29.943 billion to $35.934 billion. Accounts receivable also increased from $33.410 billion to $39.777 billion. The increase in receivables is relevant to accrual accounting because it represents amounts owed to Apple and therefore illustrates the distinction between revenue recognition and immediate cash collection.
Inventories decreased from $7.286 billion to $5.718 billion. Inventory represents resources that may be converted into revenue through future sales. A decrease may therefore reflect changes in production, demand, inventory management or the timing of purchases and sales. However, the balance sheet alone cannot establish the specific reason for every change; users must consider the notes and other financial statements.

4.4 Analysis of Apple's Income Statement
Apple's income statement demonstrates the application of revenue recognition and expense recognition.
Table 4
Apple Inc. Selected Income Statement Data

	Item
	2025 US$ millions
	2024 US$ millions
	Change

	Product sales
	307,003
	294,866
	+12,137

	Services sales
	109,158
	96,169
	+12,989

	Total net sales
	416,161
	391,035
	+25,126

	Cost of sales
	220,960
	210,352
	+10,608

	Gross margin
	195,201
	180,683
	+14,518

	R&D expense
	34,550
	31,370
	+3,180

	SG&A expense
	27,601
	26,097
	+1,504

	Operating income
	133,050
	123,216
	+9,834

	Net income
	112,010
	93,736
	+18,274


Source: Apple Inc. (2025). 
Apple's total net sales increased by approximately 6.4% between 2024 and 2025. Services revenue increased from $96.169 billion to $109.158 billion, while product sales increased from $294.866 billion to $307.003 billion.
Apple's gross margin increased from $180.683 billion to $195.201 billion. Operating income increased from $123.216 billion to $133.050 billion. Net income increased from $93.736 billion to $112.010 billion.
These figures demonstrate how the income statement transforms revenue and expense transactions into measures of profitability.

4.5 Analysis of Apple's Cash Flow Statement
The cash flow statement provides a different perspective from the income statement.
Table 5
Apple Inc. Cash Flow Information

	Cash flow category
	2025 US$ millions

	Cash generated by operating activities
	111,482

	Cash used/provided by investing activities
	15,195

	Cash used in financing activities
	(120,686)

	Ending cash and cash equivalents
	35,934


Source: Apple Inc. (2025). 
Apple generated $111.482 billion in cash from operating activities during 2025. The company's investing activities generated a net $15.195 billion, while financing activities resulted in a net cash outflow of $120.686 billion. The combination of these activities resulted in the movement in cash and cash equivalents reported by the company.
The most important analytical point is that operating cash flow of $111.482 billion was not identical to net income of $112.010 billion.
This demonstrates why accounting profit should not be interpreted as equivalent to cash generated during the period.
The difference is partly explained by non-cash items and changes in working capital. Apple's cash flow statement reconciles net income with operating cash flow by adjusting for items including depreciation and amortization, share-based compensation and changes in operating assets and liabilities (Apple Inc., 2025). 

4.6 Application of Accrual Accounting
Apple's financial statements provide several examples of accrual accounting.
One example is accounts receivable. Apple reported accounts receivable of $39.777 billion at September 27, 2025. 
Accounts receivable arise because revenue can be recognized before cash is collected from customers. If Apple satisfies the relevant requirements for recognizing revenue but has not yet collected the related cash, an asset such as accounts receivable can be recognized.
A simplified example is:
Debit: Accounts Receivable $1,000
Credit: Revenue $1,000
When the customer pays:
Debit: Cash $1,000
Credit: Accounts Receivable $1,000
The two transactions demonstrate that revenue recognition and cash collection are separate events.
Apple also reported deferred revenue of $9.055 billion at the end of fiscal 2025, compared with $8.249 billion in 2024. 
Deferred revenue is particularly useful for demonstrating the opposite situation: a customer may pay or Apple may receive consideration before all relevant performance obligations have been satisfied. The amount is therefore initially recognized as a liability and subsequently recognized as revenue as the relevant obligations are fulfilled.
This illustrates the importance of accrual accounting in portraying economic activity rather than simply reporting cash movements.

4.7 Revenue Recognition at Apple
Apple's revenue is divided into products and services.
Table 6
Apple Revenue by Category

	Category
	2025 US$ millions
	Percentage of total

	iPhone
	209,586
	50.4%

	Mac
	33,708
	8.1%

	iPad
	28,023
	6.7%

	Wearables, Home and Accessories
	35,686
	8.6%

	Services
	109,158
	26.2%

	Total
	416,161
	100.0%


Source: Apple Inc. (2025). Percentages calculated from reported figures. 
The data demonstrate the diversity of Apple's revenue-generating activities.
iPhone remained Apple's largest individual reported product category at $209.586 billion. Services represented $109.158 billion, or approximately 26.2% of total net sales.
Apple explains that services revenue includes activities such as advertising, the App Store and cloud services. The company also reports that some services revenue includes the amortization of deferred value associated with services bundled into certain product sales. 
This is important from an accounting perspective because revenue recognition must reflect the economic substance and timing of the company's obligations to customers.
Apple's financial statements also show that the portion of total net sales previously deferred at the beginning of 2025 was $8.229 billion. 
This demonstrates that revenue reported during a period can include amounts associated with consideration received or obligations established in an earlier period. It is therefore inaccurate to assume that all revenue reported in a period represents cash received during exactly the same period.

4.8 Application of the Matching Principle
Apple's income statement provides a practical illustration of the relationship between revenue and expenses.
In 2025, Apple reported:
· Net sales: $416.161 billion
· Cost of sales: $220.960 billion
· Gross margin: $195.201 billion
· Research and development: $34.550 billion
· Selling, general and administrative expenses: $27.601 billion
· Operating income: $133.050 billion
· Net income: $112.010 billion. 

The calculation of gross margin is:
$416.161 billion − $220.960 billion = $195.201 billion
Operating expenses are then deducted:
$195.201 billion − $62.151 billion = $133.050 billion
where:
$62.151 billion = $34.550 billion + $27.601 billion
This illustrates the process through which revenue and related costs are brought together to measure financial performance.
Cost of sales is particularly relevant to the matching concept because costs associated with products sold are recognized as expenses in determining gross profit. Research and development expenses are recognized according to applicable accounting requirements rather than simply when a future product generates revenue.
The analysis demonstrates that matching should not be understood as a simple one-to-one relationship between every expense and a specific sale. Instead, modern financial reporting applies recognition rules designed to provide a faithful representation of the entity's financial performance.

5. Discussion
5.1 Relationship Between the Financial Statements
The three major financial statements are not independent documents. They represent different dimensions of the same underlying economic activities.
The balance sheet reports Apple's financial position at September 27, 2025. It shows $359.241 billion in assets, financed through $285.508 billion of liabilities and $73.733 billion of shareholders' equity. 
The income statement reports performance over the fiscal year. Apple generated $416.161 billion of sales and $112.010 billion of net income. 
The cash flow statement explains changes in cash and reports operating, investing and financing cash flows.
The statements are connected through accounting relationships. Profit contributes to changes in equity, although equity is also affected by transactions such as dividends, share repurchases and other equity movements. Changes in working capital accounts on the balance sheet influence operating cash flow. Investments in property and equipment affect both the balance sheet and investing cash flows, while financing activities affect liabilities, equity and cash.
The relationship can therefore be represented conceptually as:
Income Statement → Profit → Equity
Balance Sheet → Assets = Liabilities + Equity
Cash Flow Statement → Changes in Cash
Together, the statements provide a more complete picture than any individual statement.

5.2 Accounting Information and Business Decision-Making
Financial accounting information can support several types of business decisions.
Investors can use financial statements to assess profitability, financial position and cash-generating capacity. Apple's $112.010 billion net income provides information about profitability, while its $111.482 billion operating cash flow provides information about cash generation from operations. 
Creditors can examine liabilities, cash and operating cash flows when assessing an organization's ability to meet financial obligations. Apple's total liabilities of $285.508 billion provide information about the scale of its obligations, while operating cash flow provides information about internally generated cash.
Managers can use financial information for budgeting, resource allocation, cost management and performance evaluation. Revenue information can help management evaluate product and service performance, while expense information can support decisions concerning research and development, marketing and administration.
Suppliers and other stakeholders may also use financial information to evaluate the organization's financial stability.
However, financial statements should not be treated as perfect measures of economic value. Accounting measurements may involve estimates, judgments and assumptions. In addition, financial statements primarily report financial information and may not fully capture non-financial factors such as employee capabilities, customer loyalty, brand reputation or technological capabilities.

5.3 Critical Analysis of Accounting Information
Apple's 2025 financial statements illustrate both the usefulness and limitations of accounting information.
One significant observation is the difference between net income and operating cash flow. Apple reported net income of $112.010 billion and operating cash flow of $111.482 billion. 
The difference demonstrates that accounting profit is not the same as cash generation. Non-cash expenses, working-capital changes and other adjustments can create differences between the two measures.
A second observation concerns Apple's liabilities. Total liabilities were $285.508 billion, considerably greater than shareholders' equity of $73.733 billion. 
However, this information should not automatically be interpreted as evidence of financial weakness. The nature, maturity and cost of liabilities matter. Users need to examine debt, accounts payable, deferred revenue and other liabilities separately.
A third observation concerns revenue composition. Services revenue was $109.158 billion in 2025 and increased approximately 13.5% from $96.169 billion in 2024. 
This demonstrates that analyzing only total revenue may hide important changes in the composition of a company's business activities.
The analysis therefore demonstrates the importance of using multiple financial measures and reading the accompanying notes.

5.4 Real-World Significance of Accounting Principles
The Apple case demonstrates that accounting principles are directly connected to practical business activities.
The accounting equation provides a framework for understanding the financial structure of the company. Accrual accounting ensures that transactions are recognized based on their economic effects rather than solely according to cash movements. Revenue recognition determines when customer-related revenue enters financial performance. Expense recognition contributes to the measurement of profitability. The three financial statements then communicate the resulting information to users.
Without these principles, comparison across reporting periods would be significantly more difficult.
For example, if Apple recognized all revenue only when cash was received, the timing of its financial performance could be distorted by payment arrangements. Similarly, if the company recorded the full cost of long-lived assets as an expense immediately, rather than applying the relevant accounting requirements, reported profitability could be significantly different from the economic consumption of those assets.
The accounting framework therefore provides consistency and structure. FASB notes that a conceptual framework provides fundamental concepts that guide the development of financial reporting standards and help establish consistent accounting principles (FASB, n.d.). 

6. Conclusion
This assignment examined the basic theoretical concepts of accounting and applied them to the real-world financial statements of Apple Inc. The analysis demonstrates that fundamental accounting principles remain highly relevant to the financial reporting of large multinational corporations.
The accounting equation, Assets = Liabilities + Equity, was demonstrated using Apple's 2025 balance sheet. Apple reported $359.241 billion in total assets, $285.508 billion in total liabilities and $73.733 billion in shareholders' equity. The equation therefore balances exactly:
$359.241 billion = $285.508 billion + $73.733 billion.
The analysis also demonstrated the importance of accrual accounting. Apple's accounts receivable of $39.777 billion and deferred revenue of $9.055 billion illustrate that recognition of financial activity does not necessarily occur at exactly the same time as cash collection. This supports the conceptual argument that accrual accounting provides information about economic events in the periods in which their effects occur.
The matching principle was illustrated through Apple's relationship between sales, cost of sales and operating expenses. In 2025, Apple generated $416.161 billion of net sales, incurred $220.960 billion of cost of sales and reported a gross margin of $195.201 billion.
Revenue recognition was also shown to be important because Apple generates revenue from different categories, including iPhone, Mac, iPad, Wearables, Home and Accessories, and Services. Services generated $109.158 billion in 2025, demonstrating the increasing importance of service-based activities within Apple's reported revenue.
The relationship between the balance sheet, income statement and cash flow statement was particularly significant. Apple's net income was $112.010 billion, while operating cash flow was $111.482 billion. The difference demonstrates why profitability and cash generation are related but distinct concepts.
Overall, the Apple case demonstrates that accounting concepts are not simply theoretical rules taught in accounting courses. They form the practical foundation of financial reporting and provide information used by investors, creditors, managers and other stakeholders. At the same time, financial statements must be interpreted critically because accounting information contains estimates, judgments and limitations. The most useful analysis therefore considers the balance sheet, income statement, cash flow statement and accompanying notes together.
The study concludes that understanding fundamental accounting concepts is essential for interpreting corporate financial information. The Apple case demonstrates how the accounting equation, accrual accounting, revenue recognition, expense recognition and financial statements work together to provide a structured representation of a company's financial position and performance.
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Appendices
Appendix A: Accounting Equation Calculation
Apple Inc., September 27, 2025

	Element
	Amount

	Total assets
	$359,241 million

	Total liabilities
	$285,508 million

	Shareholders' equity
	$73,733 million

	Liabilities + equity
	$359,241 million


Accounting equation:
Assets = Liabilities + Equity
$359,241m = $285,508m + $73,733m
$359,241m = $359,241m
Source: Apple Inc. (2025). 

Appendix B: Selected Apple Income Statement

	Item
	2025 US$ millions

	Product sales
	307,003

	Services sales
	109,158

	Total net sales
	416,161

	Cost of sales
	220,960

	Gross margin
	195,201

	Research and development
	34,550

	Selling, general and administrative
	27,601

	Operating income
	133,050

	Income before tax
	132,729

	Income tax provision
	20,719

	Net income
	112,010


Source: Apple Inc. (2025). 

Appendix C: Selected Apple Balance Sheet

	Item
	2025 US$ millions

	Cash and cash equivalents
	35,934

	Accounts receivable
	39,777

	Inventories
	5,718

	Total current assets
	147,957

	Marketable securities
	77,723

	Property, plant and equipment
	49,834

	Total assets
	359,241

	Accounts payable
	69,860

	Total current liabilities
	165,631

	Total liabilities
	285,508

	Shareholders' equity
	73,733


Source: Apple Inc. (2025). 

Appendix D: Selected Apple Cash Flow Information

	Measure
	2025 US$ millions

	Operating activities
	111,482

	Investing activities
	15,195

	Financing activities
	(120,686)

	Ending cash and cash equivalents
	35,934


Source: Apple Inc. (2025). 

Appendix E: Summary of Application of Accounting Concepts

	Accounting concept
	Application to Apple

	Accounting equation
	$359.241bn assets = $285.508bn liabilities + $73.733bn equity

	Accrual accounting
	Accounts receivable and deferred revenue demonstrate timing differences between recognition and cash

	Revenue recognition
	$416.161bn total sales divided between products and services

	Matching/expense recognition
	$220.960bn cost of sales recognized against $416.161bn sales

	Balance sheet
	Reports Apple's financial position at September 27, 2025

	Income statement
	Reports $112.010bn net income for fiscal 2025

	Cash flow statement
	Reports $111.482bn operating cash flow

	Decision-making
	Statements provide information about profitability, resources, obligations and cash generation
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