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Functions of an Accountant  

 

 
 

 
 

The job of an accountant involves the following types of accounting work: 

 

 1. Designing work: It includes the designing of the accounting system, basis of 

identification and classification of financial transactions and events, forms, methods and 

procedures etc. 

 

 2. Recording work: The financial transactions are identified, classified and recorded in 

appropriate books of accounts. This is known as book-keeping.  

 

3. Summarizing work: The recorded transactions are summarized into various statements 

viz. profit and loss account, balance sheet, funds flow statement and cash flow statement.  

  

4. Analysis and interpretation work: The financial statements are analyzed by using the 

tools of analysis such as Ratios analysis, Break-even-analysis, comparative statements, 



common size statements etc. 

 

 5. Reporting work: The summarized statements along with analysis are communicated to 

various users‟creditors, shareholders, investors, government etc. 
 

 6. Preparation of budget: Another important function of an accountant is to prepare 

various budgets like cash budget, capital budget, purchase budget, sales budget. 

 

 7. Taxation work: The accountant has to prepare various statements and returns 

pertaining to income-tax, sales tax, excise and customs duties etc., and file the returns 

with the concerned tax authorities. 

 

 8. Auditing: The accountant has to verify the books of accounts, statements and reports 

in order to ensure the accuracy.  

 

Bookkeeping and Accounting  

 

The terms book-keeping and accounting are used interchangeably, but they differ from 

each other. Book-keeping involves the chronological recording of financial transactions of 

an organization in a set of books in a systemic manner. The main function of a book 

keeper is to maintain the books of original entry i.e., Journal, Ledger, etc. Accounting is on 

the other hand is much wider term which includes recording, classifying and summarizing 

of financial transactions and also making interpretations of the results of the business and 

report to the users. 

 Double Entry Book Keeping System It is a scientific system of recording transactions in 

the books of accounts. Under double entry book keeping system both the aspects of a 

transaction are recorded. “Double entry” means, recording of the two fold aspects of a 

transaction .A transaction affects two accounts in opposite direction. If one account is 

debited another account will be credited with the same amount. So, every debit will have 

corresponding credit and a vice-versa. 

 

 1. Two parties are necessary.  

 

2. Transaction should have the effect of receiving the benefit and giving of such benefit 

which is measurable in terms of money. 

 

 3. Every account will have two sides debit side credit side. Benefit received is recorded 

on debit side and benefit given is recorded on the credit side.  

 

4. Both the effect of transaction are recorded simultaneously. 

 

 5. Result of each account can be ascertained.  

 

  In the double entry book keeping system the accounts are classified into the following 

three categories:  

 

 



 
 

 

1. Personal Accounts: These accounts are relating to the names of individuals, firms, 

companies, bank, co-operative societies, etc. 

 

 2. Real Accounts: These are accounts of business assets like Plant and machinery, 

furniture, land and building, cash and goods, etc.  

 

3. Nominal Accounts (fictitious account): These are the accounts of expenses, incomes, 

losses  and gains.  

 

Rules of Double Entry  

 

1. PersonalAccount – Debit the receiver of benefit Credit the giver of benefit  

 

2. RealAccount – Debit what comes in Credit what goes out  

 

3. Nominal Account – Debit the expenses and losses Credit the incomes and gains 

 

 Steps in Application of Rules: 1. Find out which are the two effects/accounts affected in 

the transaction.  

2. Find out to which class above accounts belong to (Personal, Nominal, Real).  

3. Apply the respective rules and decide which account is to be debited and which 

account is to be credited.  

 

Types of Accounting 

 The important branches of accounting are Financial Accounting, Cost Accounting and 

Management Accounting. 

 

 



 
 

 

 

1. Financial Accounting: The purpose of financial accounting is to ascertain the financial 

results of a firm i.e. the profit made or loss incurred in the operations during a 

specific period. It is also aimed to know the financial position i.e. the assets and 

liabilities position as on a particular date. It also provides relevant information to the 

management for decision making purposes. It is helpful for planning and controlling 

the operations of the business. 

 

                                   2. Cost Accounting: The purpose of cost accounting is to analyze the expenditure so as to        

ascertain the cost of various products manufactured by the firm and fix the prices. It also helps in controlling 

the costs by providing the necessary cost information to the management for decision making purpose. 

 

 3. Management Accounting: The purpose of management accounting is to assist the management in taking 

rational decisions. For example, pricing decisions make or buy decisions, capital expenditure decisions etc. 

This branch of accounting is primarily concerned with providing necessary accounting information about 

funds, costs, profits etc., to the management. 
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