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CHAPTER 1
OVERVIEW OF ACCOUNTING
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LEARNING OBJECTIVES

After studying this chapter, you should be able to

‘F 1
,+ t
t t
t |
1 1
i 1. Explain what accounting is. 1
} 2. Identify the divisions %[ accountants’ work. }
t 3. Describe the acc:ounﬁng concepts and principles. 1
1 . . 1
} 4. Explain what the accounting elements are. }
1 5. Explain what the accounting equation is. t
+ ’ . . . +
} 6. Indicate the effects of various transactions upon the accounting equa- |}
| tion, 09 — 38} |
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1-1  What is accounting?
J W gt

Accounting is an information system of mlerpretmg, recording, measuring, classif-
ying, summarizing, repor;mg and describing busmesé economic activities with monetary
unit as its main cnt(l,r;(/)ﬁ "The s accounting information is primarily supplied to owners,
managers and 1nvest01}s of every business, and other users to assist in the decision-mak-
ing process. Therefore, accounting is also called “the languaf;gﬁgf business”

Accounting is a bdqc and ntal elemenl in every modern business. It records the

1 YD
past growth or decline of the buqme% Careful analysis of these results and trends

may Guggest the ways in which the business may grow in the future. How do business

‘GX("(,ullV(‘b know whether a (‘T),mpdny is eaming profit or incurring losses’ How do

"t}ley l\noW the company is so]ven{ or msol\ent and whether it probably will B sols

vent, say, a month from todav" rT‘he answer to both of these questions in one word is

accounting.



