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CHAPTER OUTLINE:

I. What Is Accounting?

A. Definition

B. Uses of Accounting Information

C. Classifications

1. Financial Accounting

2. Managerial Accounting / Cost Accounting

3. Auditing — Public Accounting

4. Internal Auditing

5. Governmental and Not-for-Profit Accounting

6. Income Tax Accounting
II. How Has Accounting Developed? 

A. Early History

B. The Accounting Profession in the United States

C. Financial Accounting Standard Setting at the Present Time

1. Financial Accounting Standards Board

2. Standards are Evolving

D. Standards for Other Types of Accounting

1. Managerial Accounting / Cost Accounting

2. Auditing

3. Governmental and Not-for-Profit Accounting

4. Income Tax Accounting

E. International Accounting Standards

F. Ethics and the Accounting Profession

III. The Conceptual Framework
A. Context

B. Summary of Concepts Statement No. 8, Chapter 1 — The Objective of General Purpose Financial Reporting

C. Objectives of Financial Reporting for Nonbusiness Organizations

IV. Plan of the Book
      A. Resources for Students

TRUE/FALSE
          1. Accounting is often referred to as the "language of business" because investors and 


       creditors rely on accounting data to make decisions and informed judgments.

          2. Accounting can be broadly defined as a process of identifying, measuring and 



       communicating economic information about an organization for income tax purposes.

          3. Accounting is necessary only for profit seeking entities. 

          4. Accounting rules are codified laws that have been set by the U.S. Congress and must be 




followed by all who practice in the accounting profession.

          5. Because financial statements are based on historical costs, they result in exact 
 



measurements of what a business is worth.

          6. Financial accounting has an external orientation, and is required to inform users of the 


organization's financial position, results of operations, and changes in financial position 


between two points in time.

          7. Readers of financial statements can project an organization’s past activities and results 


of operations into the future with great assurance and little risk because CPAs guarantee 

all of the numbers when they audit the financial statements.

          8. Bookkeeping is a set of procedures designed to accumulate the results of an entity's 


       many activities in a convenient way, and it does not typically involve much judgment.

          9. Managerial and cost accounting have an internal orientation and are concerned primarily 

with making decisions relating to the future of an organization.

        10. Cost accounting is the subset of managerial accounting that relates to the determination 


and accumulation of product, process, or service costs.

        11. The CIA designation is used by accountants employed by the Central Intelligence



Agency.

        12. Public accountants must be independent of the firms they audit in order to maintain their 

credibility.

        13. The acronym APB stands for Accounting Principles Board.
        14. Well-qualified internal auditors who hold the CIA credential are allowed to express 



audit opinions about their organization in substitution for the CPA's opinion.

        15. The internal auditor's interest in his/her organization goes beyond the CPA's interest in 


the organization to include such things as the efficiency and effectiveness with which 


the organization operates.

        16. The Securities Act of 1933 and the Securities and Exchange Act of 1934 passed by the 


U.S. Congress give the SEC the legal right to prescribe and regulate the accounting 



principles for large firms whose securities are traded on stock exchanges.

        17.  The Committee on Accounting Procedures was established in 1973 and is the current 


 standard setting body in the accounting profession.

        18.  Note disclosures are required in financial reporting because management knows 



more about its business activities than do other financial statement users, and the 



decisions made by "outside" users are improved if note to the financial statements are  
               provided.

        19. The GASB and FASB develop governmental and financial accounting standards, 



respectively,
and operate under the common rule of the Financial Accounting 


 

Foundation (FAF).

        20. The Statements of Financial Accounting Concepts (SFAC) series does not establish 



standards prescribing accounting procedures or disclosure practices, and thus are not 

               part of the FASB Accounting Standards Codification.
        21. The FASB Accounting Standards Codification reorganized divergent sources of U.S. 
              GAAP into a more accessible and researchable format.
        22. An Accounting Standards Update is a quarterly newsletter sent by the AICPA to all of 

              its individual and corporate members.

        23. The Public Company Accounting Oversights Board (PCAOB) was created as a result 

              of the Sarbanes-Oxley Act (SOX) of 2002, and has the authority to set and enforce 

              auditing, attestation, quality control and ethics (including independence) standards for 

              public companies.
        24. Financial reporting endeavors to directly measure the value of a business enterprise by 


recording everything of value as an asset.

        25. For the most part, managerial and cost accountants do not have to follow accounting 



standards (similar to those issued by the FASB) in the performance of their work. 

        26. The objectives of financial reporting for nonbusiness entities focus on providing 




information for resource providers rather than investors.

        27. Accounting standards may differ significantly from one country to another.

        28. The IASB and FASB have been working for several years to achieve convergence of 
              International Financial Reporting Standards (IFRS) and U.S. GAAP.
        29. Integrity and objectivity are two of the key elements of ethical behavior for a 




professional accountant.
SOLUTIONS:
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	1.
	T
	
	11.
	F
	
	21.
	T

	  2.
	F
	
	12.
	T
	
	22.
	F

	3.
	F
	
	13.
	T
	
	23.
	T

	4.
	F
	
	14.
	F
	
	24.
	F

	5.
	F
	
	15.
	T
	
	25.
	T

	6.
	T
	
	16.
	T
	
	26.
	T

	7.
	F
	
	17.
	F
	
	27.
	T

	8.
	T
	
	18.
	T                
	      
	28.
	T                

	9.
	T
	
	19.
	T            
	       
	29.
	T            

	10.
	T
	
	20.
	T
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