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Lesson One

Overview of Accounting

£ it #t o
G
{ il U ARy
Importance of Accounting to Organizations and Individuals

Financial Accounting and Managerial Accounting
/, maend dsiri Al
It has been said that Accounting is the language of business.
Every part of business is affected by accounting. Management of
a business depends on financial information in making sound
{nancia
operational decisions. Stockholders must bhave financial informa-
tion in order to measure m age\:me“t’s performance and to evalu-
. . Men (i Ve . .
ate their own holdings. Pot!r’l’tjlal invest@rs need financial data in
o AmeRAe  JTkedis 151
order to compare prospective i %gs r;g%ts. e’%lt rs must consid-
. . @ WWeG e
er the f1§an01al strength of a business befor€ permitting it to bor-

(L . R P L
,'}"ML row funds. Also,many laws require that extensive‘financial infor-

—_— %7 fo ¢
mation be reported to the various governi'né?n@alwagenci_es at least
"annually. [&/" [vsavios) FE®S At A ITRO

Financial Accounting and Managerial Accounting are two

M .
major specigal’ézed fields in Accounting. Financial-Accounting
mainly reports i i the financiagl_position -

ing results of a business for both the external users and the busi-
1g resu 1 both th

T * 3.



{ness as well Financial Accounting information is summarised and

communicated to the m{ere‘ ted users in the form of financial re-
~ami[ ﬁj,(\
ports which are primarily composed of {inancial statements. They

will be prepared and published at least annually to the external
Jeks™ta: n[«{
users. &P‘«&

Managerial Accounting provides special information for the

e

managers of a comjja:}ff rangmg from road,long-range plans to
detalled]expsfmanons of a é c operatmg result. Therefore,

Managerial Accounting information focuses on the parts of a

company and is reported timely as required for the efficient deci-

sions. Emphasis on Manag%rlal Accou ?g has increased ip re-

cent veazz\a result of the utxl\z&%ﬁoxz)e(‘)?»computers and fsophlstlz'k‘t)
leafistikeitid

cated tools. » m é\f‘?_‘“.)

This book will focus on {inancial accounting.



Lesson Two

Celimant Z
Accounting Elements

S EE

Pdeseryy [,laix it .‘eu;u‘/ p U reving
Assets™"  Liabilitiesy_Owners’ Equity | \Revenuesq 5\’\

Expegeﬂ Net Eamz;tgs(or Net Loss) /‘F \{\g_/ s ;"U vt %
! be ! k“'b]‘a‘ :wqar,,

Financail Accounting information is classified into the cate- %4

gories of assets. liabilities, owner’s equity. revénues, expenses,
and net earnings (or net loss). A good understanding of these ac-

counting elements will be a good start in learning financial ac-

counting. z( ;%\
AR £ AR
Assets

Assets are the economic resources that are owne -
UmAnitor |z
troled by a business and can bwz&m monetary units. As-
R TS R= — ————l -

KAr
sM1ed into ‘current assets and non- current assets

?nﬁ .HUA |t' i
Current assets are the econofi® résources that would be liquidat-

e
ed within one year or one operating cﬁgﬁclfe(whichever is longer).

Examples of current assets include cash,short-term mve%trglent
St F udri l[) i\(
(marketable %ecu}lge 5note§ receivable, accounts receivable,
A’
supplies,inventories ,etc. Non-current assets consist of tong-term
I~invantr; —
investment and those économic resources that are held for opera-

N § ¢« 5

P s b



