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ACCOUNTING CONCEPTS, ACCOUNTING CONCEPTS, 

PRINCIPLES AND PROCEDURESPRINCIPLES AND PROCEDURES



ACCOUNTING VS ACCOUNTING VS 
BOOKKEEPINGBOOKKEEPING

•• BOOKKEEPINGBOOKKEEPING
Identify transactions Identify transactions ––
Recording of transactions Recording of transactions ––
Keeping a set of recordsKeeping a set of records

•• ACCOUNTING ACCOUNTING 
Using the information and record them orderly Using the information and record them orderly 
and report to interested partiesand report to interested parties



FORMS OF OWNERSHIPFORMS OF OWNERSHIP

•• Sole TradersSole Traders
•• PartnershipsPartnerships
•• Close CorporationsClose Corporations
•• CompaniesCompanies



USERS OF FINANCIAL USERS OF FINANCIAL 
STATEMENTSSTATEMENTS

•• InvestorsInvestors
•• CreditorsCreditors
•• EmployeesEmployees
•• GovernmentGovernment
•• ManagementManagement



LU1: BASIC CONCEPTSLU1: BASIC CONCEPTS
•• Entity Entity 
•• AssetsAssets
•• LiabilitiesLiabilities
•• EquityEquity
•• ProfitsProfits
•• Income AccountsIncome Accounts
•• Expenditure AccountsExpenditure Accounts
•• CapitalCapital
•• DrawingsDrawings



CONCEPTSCONCEPTS

•• EntityEntity

-- An economic unit whose financial results are An economic unit whose financial results are 
determined on their own.determined on their own.

-- Results for each entity.Results for each entity.



ASSETSASSETS
Non Current AssetsNon Current Assets

Property, Plant and EquipmentProperty, Plant and Equipment

•• BuildingsBuildings

•• VehiclesVehicles

•• EquipmentEquipment



ASSETSASSETS
Current AssetsCurrent Assets

•• InventoryInventory

•• DebtorsDebtors

•• Cash and cash Cash and cash 
equivalentsequivalents



CONCEPTSCONCEPTS

•• LIABILITIESLIABILITIES

-- Money owed by the business.Money owed by the business.
-- Two categoriesTwo categories
-- Non Current LiabilitiesNon Current Liabilities
-- Current LiabilitiesCurrent Liabilities



CONCEPTSCONCEPTS
EQUITYEQUITY

--Share of the business that belongs to the owner. Share of the business that belongs to the owner. 
-- The net worth of the owner.The net worth of the owner.
-- OE = A OE = A -- LL



CONCEPTSCONCEPTS

•• INCOMEINCOME

-- What the business earnsWhat the business earns
-- Income fro sales or services renderedIncome fro sales or services rendered
-- Other incomeOther income



CONCEPTSCONCEPTS

•• EXPENSESEXPENSES

-- Cost incurred in the running of the businessCost incurred in the running of the business



CONCEPTSCONCEPTS

•• CAPITALCAPITAL

-- What the owner bring into the businessWhat the owner bring into the business
-- Capital contribution Capital contribution 



CONCEPTSCONCEPTS

•• DrawingsDrawings

-- What the owner takes out of the business.What the owner takes out of the business.
-- Cash or inventoryCash or inventory


