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 Aside from EHLQJ�WKH�³ODQJXDJH�RI�EXVLQHVV´ as what the business magnate 
Warren Buffett had said, Accounting has been defined in different ways by many 
groups of people or organizations. A few of these definitions are stated below: 

American Institute of Certified Public Accountants: 
 ³$FFRXQWLQJ� LV� WKH� DUW� RI� UHFRUGLQJ�� FODVVLI\LQJ� DQG� VXPPDUL]LQJ�� LQ� D�

significant manner, and in terms of money, transactions and events which are 
in part at least of a financial character, and interpreting the resulWV�WKHUHRI�´ 

 

American Accounting Association: 
 ³$FFRXQWLQJ� LV� WKH� SURFHVV� RI� LGHQWLI\LQJ�� PHDVXULQJ� DQG� FRPPXQLFDWLQJ 

economic information to permit informed judgment and decision by users of 
WKH�LQIRUPDWLRQ�´ 

 

Financial Reporting Standards Council (former Accounting Standards 
Council): 

 ³$FFRXQWLQJ� LV� a service activity. Its function is to provide quantitative 
information, primarily financial in nature, about economic entities, that is 
LQWHQGHG�WR�EH�XVHIXO�LQ�PDNLQJ�HFRQRPLF�GHFLVLRQV�´ 

 

From the definitions above, accounting can be generally described as a system 
or a process of identifying, recording, classifying and summarizing business 
transactions and events which are financial in nature, and communicating the 
collected economic information to users for making business decisions.  

Vocabulary Test: Match the term in Column A with its definition in Column B. Write 
the letter of your answer on the space provided. 

 A B 
___ 1. magnate a. can be measured 
___ 2. transaction b. involves money 
___ 3. financial c. highly influential individual 
 
___ 

4. quantitative 
5. economic 

d. relating to the production, distribution and consumption 
of goods and services 

  e. exchange of money, product or service in business 
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