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GENERAL INTRODUCTION
TO ACCOUNTING

[Learning objectives)
1. Use accounting vocabulary.
2. Explain the concept and elements of accounting,
3. Understand basic assumptions and principles of accounting,
4. Use the accounting equation to analyze business transactions.

5. Describe the financial statements.

1.1 What Is Accounting

Accounting is often called “the language of business.” It refers to the practice of
tracking a business’s income and expenses and using those to evaluate its financial status,
and provide financial information for decision-making in the business world. One of the
most basic accounting services is bookkeeping, which involves keeping a record of all finan-
cial transactions and then preparing financial statements such as balance sheets and income
statements. Accountants can then take this information and roll it into tax services,another
basic accounting service. But the business of accountants goes beyond just basic number-
crunching. Accountants include a number of other services in their repertoire,such as audi-
ting services, tax planning, business consulting, business valuation,and financial planning,
just to name a few.

Accounting information that is intended to satisfy the needs of resource owners (exter-
nal users) is called financial accounting. Owners,investors, creditors,and brokers represent
external users—they are interested in a company because they have supplied money to the
business.

Managerial accounting provides useful information that is needed in operating an or-
ganization by internal users. Group of internal users includes managers, employees, and
unions that show interest in accounting information due to their direct concern in success-

fulness of a business.




