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 In the previous activity, we have defined accounting as a system used to 
provide economic information to users for making better decisions for the business. 
Basically, accounting involves three major activities: identifying, recording, and 
communicating. 

Nature:  Accounting Process 
 At the start of the accounting process, the business identifies the transactions 
and events that are not only relevant to the business but are also financial in nature.  
 Next, the business records these transactions and events in a systematic and 
chronological way to keep a history of all its financial activities. At this point, these 
transactions and events, financial in nature, should be measured in pesos and cents.
  

 To finish, using accounting reports ± the most common of which are called 
financial statements ± the business communicates the economic information 
gathered to interested users inside and outside of the organization. 

Scope: Accounting vs Bookkeeping 
 $� ORW�RI�SHRSOH�WKLQN�WKDW�WKH�WHUPV�³DFFRXQWLQJ´�DQG�³ERRNNHHSLQJ´�PHDQ�
the same. However, they do not; they are two different terms. When we say 
accounting, it involves identifying, recording and communicating. Bookkeeping, on 
the other hand, only involves recording. Therefore, bookkeeping is just a part of 
the entire accounting process.  
 

Exercise: 7LQD�0ROLQD�RZQV�D�ODXQGU\�VKRS�QHDU�D�XQLYHUVLW\��WKH�³0ROLQD�:DVKHUV�´�
Identify which of the following transactions/events should be included in the 
accounting records of her shop by checking the corresponding boxes. 
 

 Tina buys washers and dryers for the laundry operations. 
 Tina delivers a motivational speech in front of her employees. 
 Tina invests additional money into her laundry business. 
 7LQD�SXUFKDVHV�GHWHUJHQW�SURGXFWV�IRU�WKH�VKRS�IURP�KHU�IULHQG¶V�VWRUH� 
 Tina buys a new bag for personal use using her own money. 
 Tina terminates one of her employees because of poor performance. 
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