Introducing Accounting

= the basic concept of accounting

= the difference between accounting and bookkeeping

= different users of accounting information



M Accounting

The purpose of accounting' is to provide information that will help you
make _correct. financial decisions’. Your accountant’s job is to give you the
information you need to run your business as efficiently as possible to maximize

your. profits and keep your costs low.

Accounting plays a role in businesses of all sizes. A one-person business

or a_multinational corporation uses the same basic accounting principles.

Accounting is legislated. It affects your taxes, your income, your costs etc.

Accounting is the language of business. It is the process of recording,

classifying, and summarizing economic _events through certain documents
or financial statements. Like any other language, accounting has its own
terms and rules. To understand how to interpret and use the information that
accounting provides, you must first understand this language. Understanding

the basic concepts of accounting is essential to success in business.
Different types of information which are provided by accountants are:

« Information which is prepared exclusively by people within a company

such as managers, employees, or owners for their own use.

« Financial information which is required by various government agencies
such as the Internal Revenue Service (IRS), Securities and Exchange

I The boldfaced words are technical terms in accounting. They will be practiced at the
end of each unit.

2 The underlined phrases are useful collocations, two or more words which are
recommended to be learnt together.
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Commission (SEC), and the Federal Tr mmission (FTC).

» General information about companies which is provided to people outside

the firm such as investors, creditors, and labor unions.
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B Accounting and Bookkeeping

Bookkeeping procedures and ' bookkeepers record the business
transactions that are later used to generate financial statements. Most
bookkeeping procedures have been systematized and, in many cases, can
be handled by computer programs. Bookkeeping is a very important part
of the accounting process, but it is just the beginning. There is currently no

certification required to become a bookkeeper in the United States.

Accounting is the process of preparing and analyzing financial statements

based on the transactions recorded through the bookkeeping process.
Accountants are usually professionals who have completed at least a bachelor’s
degree in accounting, and often have passed a professional examination like

the Certified Public Accountant Examination, the Certified Management,
Accountant Examination, or the Certified Fraud Auditor Examination.

Accounting goes beyond bookkeeping and the recording of economic

information to include the summarizing and reporting of this information in a

way that it drives decision making within a business.
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B Users of Accounting Information?

In the world of business, accounting plays an important role to aid in
making critical decisions. The more complex the decision, the more detailed
the information must be. Individuals and companies need different kinds of

information to make their business decisions.

Let’s start with you as an individual. Why may you be_interested in
accounting? Accounting knowledge can help you with investing in the stock
market, applying for a home loan, evaluating a potential job, balancing a 3




checkbook, and starting a personal savings plan.

Managers within a business also use accounting information daily to make
decisions, although most of these managers are not accountants. Some of the
decisions that they might make for which they will use accounting information

are illustrated as:
» Marketing: Which line of goods should the company emphasize?

» Production: Should the company produce its goods in the United States

or open a new plant in Mexico?

» Research and Development: How much money should be set aside for

new product development?

« Sales: Should the company expand the advertising budget and take

money away from some other part of the marketing budget?

Without the proper accounting information these types of decisions would

be very difficult, if not impossible, to make.

Bankers continually use accounting information. They are in the
business of taking care of your money and making money with your money,
so they absolutely must make good decisions. Accounting is fundamental to
their decision-making process. Some of the decisions bankers make by using
accounting information are:

* Granting loans to individuals and companies

* Investing clients’ money
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* Sett nterest

» Meeting federal regulations for protecting your money

Government agencies such as the Internal Revenue Service (IRS), the
Securities and Exchange Commission (SEC), the Federal Trade Commission
(FTC), and the Bureau of Alcohol, Tobacco, and Firearms (ATF) base their
regulation enforcement and compliance on the accounting information which

they receive.
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B Exercises

1. Translate the following technical terms into Persian.

shasAsasaranassas
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2. Match the items in column A with the items in column B. There is

one extra item in column B.




1) accountant ( ) | a. a degree which shows your education or skill

2) budget( ) b. a share in a company
3) certification( ) |c. a person who analyzes financial information

4) corporation ( ) | d. a big or international company

5) employee ( ) e. the money which is available to an organization
6) financial ( ) f. whatever related to money

7) investing ( ) g. all the products that are sold

8) sales ( ) h. a document that shows the transactions

9) savings ( ) i. all the money you have put in a bank

10) stock ( ) J- spending money to make more money

k. a person who employes somebody else

3. Fill in the blanks with the given words. There is one extra word in

each set.

L'Banksaretequitedto. .- ... ... loan to investors.
LSleisrunnings.. ... o which sells clothing.

Saitaw . should know about the basic concepts of accounting.
Ta growth of the country is very slow.

5. A person who examines the financial records is @an) L .

6. The new company needs ..................... to Support it financially.
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1. The unemployment ................. in this country is high.

2. Lusually buy all the vegetables atthe ... ... . every Thursday.

3. The new model will gointo ............... next year,
4. We always pay 5% .............. on our income.

SoMIEHS e o o T must be recorded by bookkeepers.

6. Fhegew i of the factory wants to employ 50 new workers.




