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Goals 23] Hix |

1. Have general knowledge of accounting and its environment, including types of business and

role of accounting in the business; users and their specific needs of accounting information; accounting
profession, professional accounting bodies and accounting regulatory system

2. Get familiar with accounting conceptual framework

3. Get familiar with accounting elements and accounting equation

4. Master the skill of double entry bookkeeping
Guidance 2355 =
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ACCOUNTING AND ITS
ENVIRONMENT

L}
3

\GOAL *# 2] H b#|

Have general knowledge of different types of business and role of accounting in the

business

Have general knowledge of the users of accounting information and their specific
information needs

Have general knowledge of accounting profession, important professional accounting

bodies and accounting regulatory system

| MODULE 1 A8 |

Look at the pictures and match them with the correct words in
the box

customer supplier lenders government competitor
investor the public employee management labor union
manufacturing merchandising service

 Users of accounting

mformation




TARGET

11. (% k) 12. (Tlk) ' 13. (Filk)

{MODULE 2 A% |

A. Reading material

1. Nature of business
1.1 Types of business entity
A business can be organized in three different ways: manufacturing, merchandising and

service business, as shown in Exhibit 1-1.

[ Tpyes of business ]
|

[ Manufacturiog J [ Merchandising J Service ]

Business Business Business

Exhibit 1-1 Types of Businesses

A manufacturing business converts materials into finished products through the use of
machinery and labor.

A merchandising business must first purchase merchandises from other businesses (such
as manufacturers or distributors) and then sell them to customers.

A service business provides services rather than products to customers.

1.2 Forms of business

Three different forms of businesses are proprietorship (or sole trader), partnership and
corporation, as shown in Exhibit 1-2.

A proprietorship is owned and managed by one person, although there might be any
number of employees. A proprietorship is fully and personally liable for any losses that the

business might make.

ONILNNODJV 40 ATHOM FHL RN
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[ Forms of Business ]
I

[ Proprietorship ] [ Partnership ] [ Corporation ]

Exhibit 1-2 Forms of Business

A partnership is a business owned jointly by a number of partners. The partners are
jointly liable for any losses that the business might make.

A corporation is owned by shareholders. Most corporations are limited liability corporations.
For a limited liability corporation, the shareholders will not be personally liable for any losses
the corporation incurs. The liability is limited to the nominal value of the shares they own. This
limited liability is achieved by treating the corporation as a completely separate legal entity.

1.3 Types of business activities

Three different types of business activities are financing activities, investing activities

and operating activities, as shown in Exhibit 1-3.

[ Types of business }

activities

|
[ | 1

[ Financing activitiesj—{ Investing activities H Operating activities

Exhibit 1-3 Types of Business Activities

Financing activities involve obtaining funds to begin and operate a business. After
funds are financed, a business must use investing activities to obtain the necessary resources
to start and operate the business. Once resources have been acquired, a business uses the
resources to implement its operating activities.

2. Objectives of Accounting

[ Objectives of Accounting J
{ .I T ]
[ Recording J [ Summarizing ] [ Suppoﬁr;%lggeclsxon J

r Financial Statements J

Balance Sheet

Income Statement ]
Cash Flow Statement J

Exhibit 1-4 Objectives of Accounting



The objectives of accounting, are shown in Exhibit 1-4: (DRecording the business
transactions; (2 Summarizing the business transactions for a period in order to provide
information about the company in the forms of financial statements, such as balance
sheet, income statement, cash flow statement etc (see Exhibit 1-5 which briefly shows the

information in each of the financial statements); (3)Supporting decision making.

| INCOME STATEMENT |

NET INCOME
CONVERTED TO CASH

R

| CASH FLOW STATEMENT |

OPERATING
ASSETS ‘ -
GENERATE | SHAREHOLDERS
SALES AND NET —yw, =
INCOME CASH PAID TO SHAREHOLDER

OR REINVEST IN BUSINESS

Exhibit 1-5 Summary of Information in the Financial Statements

3. Users of accounting information
In general, users of accounting information are divided into two major categories:

internal information users and external information users.

NG

Financial Managerial
Accountiong Accountiong
External Users Internal Users
of Accounting of Accounting
Information Information

Authorities

Exhibit 1-6 Users of Accounting Information

ONILNNODJV 40 ATHOM IHL fEEIN g
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As it is illustrated in Exhibit 1-6, financial accounting is concerned with the production

of financial statements for external users. Management (or managerial) accounting provides

much more detailed and up-to-dated information for the management.

4. Types of accounting (shown in Exhibit 1-7)

Types of Accounting

Financial Accounting

® Produce summary financial statement
for external users.

® Prepared annually (six monthly or
quarterly in some countries).

® Normally required by law.

® Show past performance and current
position.

Management Accounting

Produce detailed accounts, used by
management.

Prepared monthly, often on a rolling
basis.

® Not mandatory.

® Includes budgets and forecasts of

future activities and reflecting past

® Information provided in accordance performance.

with accounting standards. ® Information provided in accordance
with the requirement of management.

Exhibit 1-7 Types of Accounting

5. Accounting regulatory system (shown in Exhibit 1-8)
(@ T
IFRS Foundation
(International Financial Reporting
Standards Foundation)

l

IASB
(International Accounting Standards
Board) )

l

IFRIC
(International Financial Reporting

Interpretation Committee)
« J

Exhibit 1-8 Accounting Regulatory System

IAC
(IFRS Advisory Council)

~

The IFRS Foundation, formerly known as the International Accounting Standards

Committee Foundation (IASC), is the supervisory body for the IASB.

o



IASB is responsible for adopting existed Intérnational

Accounting Standards
Board ®

International Accounting Standards (IASs),
developing and issuing new accounting
standards called International Financial BBl RO RatiAsg
Reporting Standards (IFRSs). The Logo of IASB is shown in Exhibit 1-9.

The IFRIC issues rapid guidance on accounting matters where divergent interpretations
of IFRSs have arisen.

IAC provides a forum for the IASB to consult a wider range of interested parties

ONILNNODJV 40 ATHOM FHL fRiEN g

affected by the IASB’ s work.
6. Professional accounting bodies
Fl it fEAMX %5
Association of International Accountants International AIA
American Institute of Certified Public Accountants u.s. AICPA
Association of Chartered Certified Accountants UK. ACCA

B. Learn the new words and phrases in the passage and try to
use them to make sentences

md A

proprietorship [pra'praiata[ip] n. BREEE {
partnership ['pa:tnafip] nex%, kbl
financing [fai'neensin] n FETE, BT
investing [in'vestin] n. # A

operating ['opareitin] n 2%

communicate [ka'mju:nikeit] vt. A, A
summarize ['samaraiz] vt. 4, WiE

investor [in'vesta] n &R

creditor ['kredita] n. A, ki
globalization [.glaubalai'zeif an] n. A #AL

standard ['steendad] n. AR, ARk



 Useful Expressions and knowledge %
1. General Motors % [ i | iR %A 7]
2. financial statements i 4t &
3. decision makers % % #
4. Balance Sheet ¥ /= i fit &
5. Income Statement 7| if &
6. Cash Flow Statement .4 i & %
7. government agencies B fF |

8. managerial accounting & ¥ £ it

9. tax bureau . 4 &

10. financial accounting It 42 it

11.ACCA % EH#F A AL TS

ACCARIT1904%F, REHWMHR ERARRARHAWE LT FARZ
—, WRAEEE LEE E R AR ER 2T b E A,

12.1ASB E fF 2 it N E F 2

International Accounting Standards Board (IASB)E [ & it N # 4, # & 2
International Accounting Standards Committee (IASC) E fr £ 1N & 7 4, 2000
FATEL, HA2001FMEHEFRLITENZRS, TEARHLERAAERF
SN, RIEEFRSITH A,

ys!bu3z Bununodoy [eonoeld | i i T8 %3

C. Test your understanding

1. “Big Four” are the four largest international accountancy firms.

Please write their Chinese names in the blank

-

F’I ErnsT&YOUNG | JS9S e

Quality In Everything We Do | [ B —— pwc

(1) () (3) (4)




2. Match the words listed in the left box with the correct explanations in
the right box

(1) A business provides services rather
than products to customers.

(2) A business also sells products to
customers, but should first converts

A. Manufacturing business materials into finished products through
B. Sole trader the use of machinery and labor.

C. Proprietorship (3) A business owned and operated by
D. Merchandising business one person.

E. Partnership (4) A business owned and operated by
F. Servicing business two or more people.

G. Corporation (5) A business organized under state or

as a separated legal entity.

(6) A business purchases merchandises
from other businesses and sells them to
customers.

3. Fill in the blanks with correct words

(1) (#% # )are interested in their potential profits and the security of
their investment.

2) (‘& ¥ JZ)need detailed and up to dated information such as
profitability of individual departments and products, in order to control their business and
plan for the future.

(3) (A T5 T %)need to know if an employer can offer secure
employment and salaries.

4) (fiTA N\ )need to know if they will be repaid, which will depend on
the solvency of the company.

(5 ' (£ #)need to know the financial health of a business before
agreeing to supply goods.

(6) (i %5 )need to know that a company can continue to supply them
into the future.

7 (FE4%FF)wish to compare their own performance against that of
other companies and learn about their rivals.

(8) (BUAY )needs to use accounting information to figure a company’ s

tax liabilities and watch over the company’ s adherence on regulations.

ONILNNODIV 40 ATHOM IHL FSIENE!
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{ MODULE 3 W% % 4|

A. Visit the relevant websites and learn some useful information

1. http://lwww.ifrs.org/Home.htm

HEFF R [ PR v B S By M o AT ) — T A [ B v UE U 48
VT2 R AT o

2. http://lwww.accaglobal.com/

MR B RERTF AT E T M. REACCAHE TR, iR
WERN SR RE, vk b AT Hr T 7R i AL B AE B

B. Help your understanding

Big four( “MX" )&itiEFMN

- KPMG(¥ 5 1)

KPMG% 14t d it BIFMEMERS, Wik kerk. £2KIE1501 F
K, PHH R TL140 0004 . FEZ A KEEHBS. THEAR . MEHHZS.
HHAT, FMATF] . AFAR. TEHEITE.

Ernest & Young(%Z7K)

Ernest & Young% [ J#2ftd it 55HE. B EHEERMU S ENEFRS. OF
BHED L, W55 &1402 AN E K, R T135 0008 4. FEEF AR /R,
AIEAR, IROREY, 2345575

 Price Waterhouse Coopers(PWC)( 7K i)

PWCHTHMEH I, Biss. AR, 5. BHEFRERS . Wb55E k1540
EFFHX, #H R T161 0002 4. FEZXAHE: Rk, IBM. BAERQH. B
IRELIN . FARIR G TSR I A%

< Deloitte({ 1))

Deloitte % [ T3 fL B 7. N EEEH .. MEE#). KEEE B LBISERS.
FiRI1S0EANEK, WAERT14 5002 4. FEEF AR MRAq. £ £E
WHREAFIS.



ACCOUNTING CONCEPTUAL

\GOAL *%: ] H b

FRAMEWORK

Get familiar with accounting conceptual framework

Can explain underlying assumptions, principles and constraints of accounting

information

IMODULE 1 801l |

Fill in the blanks with proper currency names and symbols

fl: 1. BE AN £
WA FR: U.S.Dollar
S USh

2. TR MAFK:
YL AL TR
RTAFS:

TR BN e

' ‘q,,wv-u “‘;;%w R ool h <
o "R :
3. B AHK:
LR

U ITERREE

CANADA
TERS £
TTRVeNTE
s

g

4. B A4 FK:
BEILA R
s
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