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Chapter 1 Review Questions
1. What is the purpose of accounting in society?
The purpose of accounting in society is to measure and communicate the reports and activities of profit-seeking business organizations and not-for-profit organizations which often leads to serious decision making for the business. Business make up society and businesses continue to grow every day. That is why it is important for entrepreneurs and people in business to be knowledgeable in the accounting area. To also understand that accountants have a responsibility for not to put personal economic growth first, but to put public service first.
2. Identify four kinds of external users and four kinds of internal users of accounting information.
Four kinds of external users are investors, customers, creditors, and tax authorities. Four kinds of internal users are managers, business owners, employees, and directors.
3. Define assets, liabilities, equity, and net assets. Give an example of each.
Assets are the things of value owned by the business, or the economic resources of the business. An example of an asset is cash. Next, liabilities are the debts owed by a business. For instance, owing money to a bank is a liability. Moving forward, equities are all claims to, or interests in. Assets equal equities. The example I will use will be similar to the one in the text. Let’s say that a college student purchased a new car for $13,000 by investing $7,000 and borrowing USD 6,000 from a loan from a bank. Their equity in the automobile is $7,000, and the bank’s equity is $6,000. Finally, net assets are the total assets of an entity, minus its total liabilities.  An example could be a company’s balance sheet being $20,000 in assets and $12,000 in liabilities. The net asset would be $8,000.
4. Define revenue, expenses, and net income
Revenues are the income (usually cash) from the sale of products or the rendering of services to customers. Expense is the money spent from a business or the cost incurred in the process of creating their revenue. Net income is the amount by which the revenues of a period exceed the expenses of the same period.
5. What are some accounting related professions?
One accounting profession could be Certified Public Accountant. That consists of the Big-Four international CPA firms, several national firms, many regional firms, and numerous local firms. Though bookkeeping is not the exact same, it’s still a similar profession as well.
6. What is the accounting equation?
The accounting equation is considered the outline/framework for the entire accounting process. The equation is assets=liabilities + stockholders’ equity (A=L+SE). 

