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Lesson One

Accounting Definition

Accounting can be defined as the process of ( 1)
analyzing ( 2) reéording ( 3) classifying ( 4) summarizing
and (5) reporting ar_xd interpreting the financial data of an
orgahization .

Analyzing 1s the first step in the accounting: process .
The accountant must look at a tr nsa tign or ¢vent that
has occurred and d\};@é&e its tun%qlen | significance to
the business so that the mformatmn may be properly pro-
cessed .

Recording traditionally means writing something by
hand . Much of the record — keeping in accounting is still
done manually, however, technological advances have intro-
duced a variety of bookkeeping machines which typically
CW the major atfributes of typewriters , calculators ,
and electronic printing .

Classifying relates to the process of sorting or grouping
like things together rather than merely keeping a simple , di-
ary — like narrative record .of numerous and varied transac-
tions and events . !

Summarizing is the process of bringing together various
items of information to determine or explain a result .

Final processing . or reporting, refers to the process of
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communicating the results . In accounting . it is common to
use tabulate arrangements rather than narrative — type re-
ports . Sometimes , a_combination of the two is used .

Interpreting refers to the steps taken to direct attention
to the significance of various matters and relﬁtionships.
Percentage analyses and ratios often are used to help
explain the meaning of certain related bits of information .
Footnotes to Ws and special captions may. al-
so be valuable in the interpreting phase of accounting .

The purpose of business accounting is to provide infor-
mation about the current financial operations and condition
of an enterprise to individuals, agencies , and organizations
who have the need and the right to be so informed . These
interested parties normally include : ‘

(1) The owners of the business —— both present and
prospective .
(2) The managers of the business —— managers may

" or may not own the business . (Often , but not al-
ways, the owners and the managers are the same
persons . ) -

“(3)The creditors ,or suppliers, of the business —— both
present and prospective . Creditors or suppliers are
those who supply goods and services on credit
—— meaning that payment need not be made on.
the date of purchase . The creditor category also in-
cludes banks and individuals who lend money to
the business .

. 2 .




(4)Government agencies — local , state , and national.
For purposes of either regulation or taxation ——

sometimes both —— various governmental agencies

must be given certain financial information .

transaction
accounting process
analyzing
recording
classifying
summarizing
communicate
i‘nﬁ)rmznion
narrative type
iniérprcting
attribute
typewriter
electronic printing
percentage analyses
prospective
manager

creditor

government agcncy
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I . The accountant must look at a transactioh or event thut

has occurred and determine its fundamental significance to the business
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so that the information 'may be properly processed .

SeAy R IR bl and JEHER AN A JE5 A k.

(1) must look at - that- , K|r that 514 - lEM A, 151
HI 1Y) a transaction or cvent .

(2)determine -+ so that - . {LX ' so that 5{% -4 H BRI
FINGIN

2. Percentage analyses and ratios often arc used ro felp explain
the meaning of certain related bits of information .

Wil o help explain MA@ 45 H. Hlo help Bl o ex-
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3. The purpose of business accounting is to provide information
abour the current financial operations and condition of an enterprise (0
individuals , agencies , and organizations who have the need and the
right to be so informed .
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Grammar
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Bookkeeping is an essential accounting tool .
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AT s I S i
iR O AT AUT b, el B, AldsEs sl
fiife, MR AT TR e
She works at a big corporation .
ST A O I A
" f¢is more convenient for us to analyze the transactions .
> ER T A B RS A LRI 26Y,
It does not matter what particullar value is assigned to each
share .
AF AT oA I R R A &Y,
[ gave her a chieck .
FLEE LR S 2
They must be careful to record each detail in its proper place .
DBV T e 1 e LT fe Rl TE A GE L AYHE T,
A classification tells fiow the assers wus earned .
PR £ AP A e (T AT 4,
2 W Gatribute)
WO N A i 4 A T DR
A smiull business may employ only one bookkeeper .
PAEITV A KR - AF R
BRI il 2 b, é‘ki»i‘f 1"’1iu‘ Fifits. e, ki, o
Wl RIS Azl Ll A, Bl L
There is some excitiig news in today s news paper .
AR LR S AEIK S,
Everr Saturday Mrs . Black goes to the supermarket to do
shopping .
GEI T, FELAERMEMNAT s,
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All transactions affect at least two accounts .

T AT 2835 A5 2 oW gk s

Analyzing is the first step in the accounting process .

AR E T,

Data can be collected by classification in accounts .

BABET ABER P 5 £ hIE,

4 gl (object )

BRI R, RGO RTZ &, AT #1513 W
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Mays purchased office supplies from the Clark — Peeper Co . on ac-
count .

M A E o bR R E ARG,

The balance sheet shows the firm " s condition on the last day of
the accounting period .

RxEAARDLLTHRD LM FRA,

The debit and credit values of all transaction recorded in journal
must be transferred to the proper accounts in the general ledger .

IRk EDRKENEHFRGBTFT 2M, KA LM
B LKOF XKP,

5. 4Ri%E (adverbial)

AR AR igh U, JBERRM. b, &b, dhei, BN,
FR, REE.
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Accounting is one of the fastest growing ficlds in modern business
world .

2 RAKH AKX P LAt ety #1112 —,

To explain the difference briefly . the accountant sets up a
bookkeeping system .

AT HERBELFAL, 2T REIALRLAL,
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If the bank lends him money . he must pay interest for its use .
Qo AT R, L AT S,

Exercises

L . Questions for discussion :

I . Define Accounting . ey M‘(fg % J(ﬁﬁ']

2. Name some of the (@iggg_nis of individuals and institutions
who use accounting information .

3. Which group of information users demands the greatest quanty
ty and variety of information? Why ?

Il . Analyze the following sentences :

1 . Accounting records the past growth or decline of the business.

2. Many accountants work in government offices or for nonprofit
organizations .

3 . At the end of the month, the journal columns are totaled .

4 . Investors in a business enterprise need information about its
financial status and its future prospects .

5 . Accounting plays an inmgartant role in modern society and all
citizens are affected lw @emmunting in some way .




Lesson Two

Assets, Liabilities and
Owner " s Equity

A business entity is a particular individual, asseciation,
or other organization for which formal records are kept and
periodic reports are made. Properties of value that are
owned by a business entity are called assets. Such as mon-
ey, accounts receivable, merchandise. furniture and fix-
tures , machinery, buildings, and land are common exam-
ples of business assets, An accounts receivable is an
unwritten promise by a customer to pay at a later date for
goods sold or for sexyice repdered.

The legal obligation of a business to pay a debt is a
business liability . Debts should be paid with money, goods.
service or other items in a future date, but usually they are
paid in cash . Liabilities represent certain types of ownership
interest in a business —— an outside interest which are
- sometimes called creditors equity . The most common liabiii-
ties are Wbﬁ;and notes payable . An accounts
payable is an unwritten promise to pay/{igp,pﬂg for mer-
chandise or property purchased Qo eredit or tbrmvicc
rendered . Formal written promise to pay a supplier or lend-
mbeciﬁed sum of money at a definite future date is

. 8§
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known as notes payable . .1 business also may have one or
more types of payables classified as liabilities, such as taxes
payable and payroll payable .

The amount by which the business assets exceed the
business liabilities 18 termed the ewner " s equity in the busi-
ness. The word "equity " used in this sense represents a se-

cond type of ownership interest in a business an inside
interest . The terms pm%rletershlp net worth, or capital are
sometimes used as synegyms for owner’s equity. If there
are no business liabilities. the owner’s equity in the busi-
nq& is equal to the total amount of the assets of the busi-
ness. e &\ " »

A business that is owned by one person traditionally is
called a proprietarship . The person owning the interest in a
business is known as the proprietor. A distinction must be
made between the business assets and liabilities and
nonbusiness assets and liabilities that a proprietor may
have . For example, the proprietor probably owns a home .
clothing, and perhaps owes the dentist for medical service .
These are personal nonbusiness assets and liabilities. The
formal accounting records for the enterprise will relate to
the business entity only; any nonbusiness assets and liabili-
ties of the proprietor should be excluded . While the term
"owner’s equity “can be used in a very hroad sense, i\t/s\que
in accounting is always limited to the meaning : business as-
scts minus business liabilities .
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