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“Accounting is the art of recording, classifying, and summarizing in a significant manner and in terms of
money, transactions and events which are, in part at least, of a financial character and interpreting the

results thereof.”
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The first part of this definition- recording, classifying, and summarizing describes the bookkeeping
aspects of accounting. Although bookkeeping is one aspect of accounting, ‘interpreting the results’ is of

far greater importance.
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The interpretation of financial information provides the basis for decision making. The decision-making

aspect makes accounting an exciting discipline with national and international implications.

ad; S @ | S)lulus 1S58 pusai a2yl s pald SHS peeas Sl suliss e wleMbl s
A8 o Jaas llell G g e 2ol > Zupe

o )




-

~

S e 1y 5 i1 T 35 5297 par 5 bl e e o8 Jle NI T

Financial information e Cile DUl
Accumulated by gl 28 64 g
Accounting system | LT IVENPL I
Facilitate O g Jagdd
Decision-making R sl
Processes Laanl 8

,I|%




4 -\

S a1 e 512 33 () o 52l Slasl g 3 Sl S o8 FT

Interpreting hadl
Results s
Transactions O ks
Events Ll gy
Describes A€ 0 Ana s
Bookkeeping ) )
Aspect EEEEN
Management Cu e

(-
/Ak
N




B N

main LA"‘"‘

objective =

accounting S

Recording =
classitying S
summarizing st
business I3
activities ——

(-
A
N







-

©

Business executives and managers need the financial information provided by an accounting system to
help them plan and control the activities of the business. For example, management needs answers to
such guestions as the profitability of each department of the business, the adequacy of the company’s

cash position, and the trend of earning.
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Many businesses also compile non financial information needed for decision making. An airline, for
example, must have information about on time arrivals, repair schedules, and physical examinations of

flight crews.
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Financial information about a business is needed by many outsiders. These outsiders include owners,
bankers, other creditors potential investors, labor unions, government agencies, and the public, because
all these groups have supplied money to the business or have some other interest in the business that

will be served by information about its financial position and operating results.
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Accounting Profession
With an appreciation of what accounting is, you can now begin to understand what an accountant does.
The profession of accounting covers four major areas: (1) private accounting, (Y) public accounting, (Y)

governmental accounting, and (£) teaching.
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Private accounting. Simply stated, accountant in private accounting works with the accounting system
of a specific entity, usually a business firm. The chief accounting officer of a business is usually called the

controller, in recognition of the use of accounting data to control business operations.
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The controller manages the work of the accounting staff. He or she is also a part of the top management
team charged with the task of running the business setting its objectives, and seeing that these
objectives are met. In a large business, accountant’s work may be divided into such areas as financial

accounting, internal auditing, tax accounting, cost accounting, forecasting, and management accounting.
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Public accounting. The certified public accounting- usually referred to by the initials CPA- offers a
variety of accounting services to the public, in much the same way as a lawyer, an architect or a
physician does. CPA firms vary in size from one person practices to large, international organizations with
several thousand professional accountants. The CPA certificate is a license to practice granted by the

state on the basis of an examination and evidence of practical experience.
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The principal function of CPAs is auditing. Persons outside the business, such as bankers and inventors
attach great importance to the annual audit report by the CPA firm. Many CPA firms offer their dients a
wide range management consulting services like studying the feasibility of installing a computer-based

accounting system, of introducing a new product line, or of merging with another company.

a; UlIAS ayloywy ULIASL Jud;l as,las oS il 25 5Ll cciw! ewnlbus swgae S)luluus slol s
Sl S, bl Sbews ws BB ol gl Jitwe sewplus oS8 ablle sewplas Gu)liS
o s ULl agllhe b sl oojglie wloas I Sl 03,0wS S aiolsy 393 Ubyde 4 Jiiww sowplus
@ 2ad> o Gl 5% eSS L plesl b iz adsi b S (58520 (1 S5ielS )laulus M/




| e |
s ool lai T sl K51 5, 530 16 ) 5 CPA Rl F 8

CPA certificate o) lulia adlial) £
degree < Ha
Granted by Jas 63 Gl o2 Uac
university REWRAIR
On the basis of sl y
Required o)y
Examinations L ga )




consulting ) o) gliia
Services Claaa
usually Y gaza
Oftered by o 55 23 e ) )
private (A s
governmental PPy

 E
{- IS y
















4 N

The use of computers makes possible the operation of a management information system (MIS) which
provides decision makers with both financial and non financial information. The accounting system is

most extensive and important component of a management information system because it is used by

the entire business entity and by outsiders as well.
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What Is Accounting?

Accounting is often called 'the language of business.” However, this phrase probably understates the

cases, because the need to understand accounting and its uses is important to all segments of society.
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Governmental Accounting. Government officials rely on accounting information to help them direct
the affairs of their agencies just as do the executives of corporations. However, accounting for
governmental activities requires a somewhat different approach because the objective of earning a profit
is absent from government agencies. Every agency of government at every level must have accountants
in order to carry out its responsibilities. Universities, hospitals, and other not-for-profit institutions also

follow a pattern of accounting that is similar to governmental accounting.
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