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Chapter One

Introduction to Managerial Accounting

Learning Objectives
After studying this chapter, you should be able to :
1. Knowledge of the historical development of managerial
accounting.
2. Definition of managerial accounting.
3. Description of the basic functions of managerial
accounting.
4. Describe how budgets can be used in planning.
5. Describe how performance reports can be used in the
control process.
6. Know the relationship between managerial accounting,
financial accounting and cost accounting.

7. know the ethical standards of managerial accountants.

Managerial Accounting is one of accounting branch that examines
how financial and non-financial accounting data can be used in the
management of economic units (industrial, commercial, service,
government, for-profit or non-profit)
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Managerial Accounting serves primarily internal management needs,
and as a result, they are not relatively subject to many restrictions
when the accounting information to external parties have been
prepare, The process of preparing information is not governed by
fixed principles that must be adhered to at all times, and Its reports
and financial statements do not have a specific form or number, and
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therefore they are not for publication or disclosure except to the extent
of their internal use.
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In addition, Managerial accounting is related to other non-accounting
branches in a relationship that is not only close, but also with an
merger and integration relationship, such as
administration ,economics ,statistics, finance, operations research, and

other branches of knowledge necessary to provide information that
can be used by management in planning, control, and make decisions.
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This chapter has been devoted to dealing with the historical

development of managerial accounting and the most important

definitions that presented by the accounting literature for it, as well as

its functions and its relationship to both financial accounting and cost
accounting.
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Historical Evolution of Managerial Accounting
The roots of managerial accounting extend to the nineteenth century,
specifically in the early stages of the industrial revolution, when
manufacturing processes began to be managed internally in both the
textile industry, the iron and steel industry and other industries, and
the need for an information system designed specifically for the
internal uses of the administration so that it works to achieve control
and improve efficiency of Manufacturing processes, managers, and
personnel and make pricing decisions.
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In the middle of the nineteenth century, the railway industry
emerged, which is one of the large and complex industries that cannot
be managed efficiently without the availability of management
accounting information for the purpose of measuring performance.
Among the measures that were used is the measure of the cost of
transporting one ton of different goods and the cost of transporting a
person traveling per mile and per geographical area, as well as the
measure of the operating percentage that is used to evaluate the
efficiency of managers and in measuring business profitability.
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In the last two decades of the nineteenth century, managerial
accounting faced a new challenge represented by the emergence of the
scientific management movement led by (Frederick Taylor), who
studied time and movement to avoid unnecessary movements at work
in order to increase the number of productive units and increase
profits. And then spread in the US industry standards of work rather
than supervision directly to individuals working, as was the actual
efficiency analysis and then compare with efficiency of possible
(flexible budget) in addition to simplifying procedures of evaluation

inventory and work 1n process for annual financial reporting using the
standard costing system.
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At the beginning of the twentieth century, attention became directed
towards the use of operational budgets and the preparation of capital
budgets. The return on investment measure was also applied (ROI) to
evaluate the performance of managers. Also, the first book on
managerial accounting, entitled (Managerial Accounting), was
published in 1924 despite the multiple applications of management
accounting methods before this date.
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As for the period between the thirties and sixties, there have been
important developments in management accounting, perhaps the most
important of which is the emergence of a responsibility accounting
system, the multiplicity of sub-unit performance measures and the
distinction between variable and fixed costs, and this is what led to the
use of a model of cost - volume - profit analysis . As well as using the
internal transfer prices for intermediate products transferred between
departments within the economic unit. from Another important events
is the publication of the Anglo-American Council for Productivity
Adequacy in 1950, report entitled (Managerial Accounting), in which
it was clarified that managerial accounting is the presentation of
accounting information in a way that helps the administration in
setting policies and conducting daily operations.
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In the period of the seventies and up to the mid-eighties,
management accounting began to move towards planning long-term
investments and focus on quantitative aspects such as financial
analysis and planning in order to optimize the use of available
economic resources. As well as using different methods to address the
uncertainty and Attention to inflation problems.
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In the period of the second decade of the eighties and nineties, the
contemporary business environment witnessed many rapid and
tremendous developments and changes, which 1ts began define the
features of the new world order, and these developments and changes
included fields the political, economic and social , foremost of which
is the trend towards expansion in service industries, the amazing
development in Information technology, and the increase in reliance
on high techniques in all fields , especially in the manufacturing
environment, as a consequence of the rapid, large and continuous
technical in the field of information technique and the tremendous
changes it has brought about in the quality of activities, methods of
performance, cost structures, and methods of controlling them . Many
technical methods that depend on these advanced industrial techniques
also appeared during the stages of the product life cycle, most notably
the total quality management, and just in time system .The use of
computers helped to provide great flexibility in presenting the various
alternatives and the inputs and outputs of each alternative with great
accuracy and speed.
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The technological progress necessary to perform the activities during
the product life cycle has led to an evolution in the managerial
thought, in terms of the quality of information to be provided to the
degree with which the optimal use of available resources is achieved
and in line with those changes and meets their requirements, provided
that this is done in light of integrated strategic policies. Which
positively affects the competitive position of the economic unit in
light of the new world order which has led to an increase in the
intensity of competition to the extent that may threaten the existence
of economic units that do not adapt or are compatible with this system
or with the new environment.
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To achieving this requires the need to include the development of the
administrative thought many of the areas that the most important focus
on the customer, focusing on the key factors of the success of
economic unit , a ( cost, quality, time, and innovation ), the analysis of
the value chain in order to increase customer satisfaction more
effectively through the cooperation of all economic activities of the
unit was 's represented by : ( R & D, design, production, marketing,
distribution, and customer service ) , and continuous improvement

through the continuous search for the best levels performance that
achieve customer satisfaction .
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In light of these developments, in which the world appears to be
experiencing a second industrial revolution, the administration no
longer needs only adequate information on the internal aspects, but
rather has extended its need to include the external environment and
its developments the rapid, disparate and successive that prevail in it
until this moment. As the whole world has become a single market, its
variables affect all economic units and are affected by what each
economic unit offers and to the extent of its share in it. also become
traditional costs systems in light of this new environment is unable to
provide information that fit in with these developments, as doubts
arose about the accuracy of this information that may be misleading to
decision makers due to effect their new environment significantly on
structure and behavior of costs. Also, in light of the intense
competition, the customers' desires for goods and services and the
value they represent from their point of view have become the main
and influential factor that the administration must strive to meet
efficiently and with high quality. Competition is no longer intended
only to obtain customers, but also to be able to anticipate demand, as
the intensity of competition and other developments have limited the
ability of the economic unit to influence the revenue side, which
prompted it to focus on the hidden aspect of profitability, which is the
cost and how to reduce it, provided that this is done from a strategic
perspective. Therefore, the importance of relying on the strategic cost
management approach was crystallized (see Chapter Ten).
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it is considered the strategic cost management approach as an
integrated approach includes a number of techniques that work in

harmony and integration in order to keep pace with developments that
in the contemporary business environment.
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If we look into the future, we expect the role of managerial
accounting to expand, as it is noticed that the ability of the economic
unit to survive in the business environment with violent changes is

directly related to the extent of its interaction with these changes. It is
certain that the role of managerial accounting in facing these

challenges will be great.
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Defining of Managerial Accounting
A0y dsadaall Ciy
There are several definitions of managerial accounting that came in

the accounting literature.
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Has been defined by the National Association of Accountants as a
process of diagnosis, measurement, compilation, analysis, preparation,
interpretation, and delivery of financial and non-financial information
used by the management for planning, control, and decision-making,

and to ensure the optimal use of the economic unit's resources and
accountability for them.
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the Institute of Management Accountants in England has defined the

management accounting as " a process of continuous improvement to
add value of the planning, design, measurement, and operating to
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systems of financial and non - financial information that is working to
Rationalization performance management, motivate behavior, and
supports and maximizes the necessary educational values to achieve
economic unity strategy "
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Horngren and others have defined it as a quantitativé information

system that aims to deliver information to managers to assist in
planning, control, and develop different policies.
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Functions of Managerial Accounting
ANy dudanall cailla g
Managerial accounting has a set of functions that it performs in order

to help provide what is required by the administrative team in the
economic unit with its different levels of information in the following

areas:
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1. Planning Jadaidl)

Planning is the key to the activity of all economic units, as it is
known as choosing goals, forecasting results in light of alternative and
different ways to achieve these goals, and deciding how to reach the
desired goals. Budgets are one of the commonly used planning tools,
which represent a quantitative expression of a proposed plan for
implementation by the economic unit, and it is also a tool for

coordinating what needs to be done to implement that plan.
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There are types many of the budgets that can be prepared by the
economic unit such as sales budget, cash flow budget showing the
cash inflows and outflows budgeted, and the production budget

showing the budgeted quantity of production and budget of the
expected production cost and other (see Chapters 6 and 7).
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As an example, we assume that al-anwar company has prepared the
budget of production cost for the year 2020, plans to produce 200000
units, 1ts based in this appreciation on the amount of planned sales. In
order to produce this quantity, the company estimates that it will use
direct materials at a cost of 250,000 ID and pay direct labor to workers
at amounts 300000 ID , and it also expects to pay an amount of 60,000
ID as rent, with targeting an amount of 80,000 ID as the depreciation
of machines, and paying 100,000 ID for other costs . can summarize
the mmformation of budget of production cost as in the table (1-1). This
budget gives the company director an idea of the number of units

planned to be produced and the cost of resources that are expected to
be spent on them.
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Table(1 - 1)
cost of production budget
z LY A4l 45| ga
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For the financial year ended 31/12/2020

quantity of planned production )
Lhad) Zly) s 200000 units
Direct material cost
5,5l gl 2S5 250000 1D
direct labor cost
Saldl sad] 4SS 300000
Rent
ey 60000
dep. of the machines
el ) 80000
Other costs
AT Gl 100000
Total of production cost budgeted
51pall T AL ) Y1 S5 .y 790000 ID

2. Control 4,

Control is achieves by evaluating the performance of managers and
operational processes for which they are responsible. It is necessary to
distinguish between managers ’evaluation and operational processes
evaluation. managers When evaluate them using performance
evaluation indicators, the goal is to determine the level of managers’
achievement and the extent to which this achievement is compatible
with the plans and budgets prepared in advance for the purpose of
motivating them. As for the aim of evaluating the operational
processes, it is to provide information that discusses the possibility of
making a change in these processes such as (creating an expansion,
reduction, or modification in some production methods) or continuing
with the same performance.
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Noting that the planning and control activities should not be
considered, as if it were a completely independent, since they
represent successive cycle begins one of them and ends with another,
as planning followed by the follow - up performance and evaluate the
results and take corrective decisions as a necessary, and review the
following plan. Therefore, the plan provides a basis for evaluating
actual performance, and the results of the performance evaluation
provides a basis for reviewing and developing the plan in the next
cycle..
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Figure (1-1) explains the basic steps in planning and control
processes..
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Planning and control processes 4 g Jadadil) cililes
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The performance of managers and operating processes is usually
summarized in reports called performance reports .
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As for the method of preparing performance reports, there is no
generally accepted method for preparing these reports. The report may
include a comparison of the current period’s performance with the
performance of the previous period, or with the performance
budgeted, or a comparison with the performance of other similar
economic units that are operating in the same sector.
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Assuming, for example, that Al-Anwar Company produced during

the year 2020, 200,000 units at a total cost of 826,000 ID, the details

of which are as follows:

LSy sas5 (1200000 )2020 diee Pha cantil oW A5 o (U ¢yl il
1 YIS Lghuals Ly 826000 Laysie ddles)

Direct material cost 290000 D.
5_pdilaal) 3) gal) 4413
Direct labor cost 295000
Bdilal) gaty) Adlss
Rent 60000
Y
Dep. of machines 80000
QJ\SAS\ Jlj.m
Other cost 101000
s A
Total of actual production cost 826000 D.

In this case, a performance report can be prepared that compares the
actual costs with the planned costs and the difference between what
was planned and what was actually accomplished is the Variance , and
as it is shown in the table (1 - 2), From this report it is noted thaturges
the management to further examination and analysis, for example, is
the increase m actual direct materials cost from the planned ,and
occurrence Variance of $ 40,000 ID was caused by the use of
quantities is too much material? Or is the reason due to buying at high
prices? Why were the remaining cost components equal or close to the
planned level? ...
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There is no doubt that the answer to such questions can be useful for
management to take correct action to what happened.
Lonana Cilelya) Ma3 3 5oy wb o S 6N o3 Jie e eyl & sy
s Wl
Of course, good plans must include enough flexibility, so that the
manager can catch any opportunities that were not visible, or taken
into account when making plans in advance. The administration
should not cling to the pre-set plans, especially when some new
matters that require behavior and movement were not included in the
original plans.

O el (S Camy ASIS g pe el O cang Bl Tkl ol (Jlall dasshayg
BV e Jadadll pmg sie Gl 8 830ale ol (Aiie S5 Al (a8 A d)ls
sV ey aa1 s Larie Liagead clila de g gal) Tabaadly cupiim Wi oy

AbaY! Jaladl) diecans o 15any sk il
It also requires managers to apply the principle of management with
exception when identifying or studying the causes of Variances, which
requires focusing on fields or areas that deserve attention and care on

the part of management, and paying less attention to those that go
according to what is planned and targeted.

Clad L o caaas aie U WYL 5oyl Tase Gk ehadl e ajli LaS
Llally alaa¥) 3aia ) hlid) oo e 3S50 oab @) cculdhany)
Ll ph Ld Lk juas ol Ll 8 JLaialy e dngis elaY) cila e

- gha g
Table (1-2)
Performance report
For the financial year ended 31/12/2020
Actual Budget
Production (i) Jabi Variance
gy 200000 200000 iy
Unit Unit
Direct material cost $ 290000 $ 250000 40000
Bpdilaal) 3)gal) 4RSS UN.
direct labor cost 295000 300000 5000
Bpilual) ) gal) Al F.
Rent 60000 60000 -0-
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sy
Dep. of machines 80000 80000 -0-
Hlall G
Other cost 101000 100000 1000
GAl un.
Total cost of production 826000 790000 36000
gy agalss §9aa UN.

3. Decision Making <)l ilas)

As is showen , in Figure (1-1) , the decision-making process is an
integral part of the planning and control processes - decisions made to
reward or punish managers, and decisions taken to change or modify
the plan.
ilenl acia e)aS aad bl A dlee U8, (1-1) JSE 3 cmaaly 3b LS
Juaxd ol ¢ il 3% <uly) g eyl Ldlaa gl BlAKA 2o ol ) e — AlE,1)5 Jaudadl)
Ladaald)
In fact, it may face economic unity many questions, need to
decisions of appropriateness on them. For example, does the economic
unit require the addition of a new product? Is it necessary to cancel a
specific product? What price need it to set for a new product? Noting
that taking appropriate decisions regarding these situations will play
the primary role in determining the future profit of the economic unit.

Aralia hhd ) zliad (8,5 Al Aol sasgll sl a8« Yl dRds
oLl ilias Ja Fasas e Alial daleai®Y) Bangll (e ailien da (JUSs el
Ml o ) HLEY) e Fauna it sapaad Lgbe by (531 jead) 33 L €0me ke
Aalai®¥) sangll ey s Gala) sall Cualis Cllgal) s3a ol dawliall b))
- i)
Given the importance of the subject of decision - making, it will be
devoted to the fifth chapter of this book to study this topic in detail,

but in the second chapter We shine a light on some of concepts cost
associated with decision - making process.

Luahyal QLS 138 (e Gual Al Jeadll (a5 s ) il) 330 ¢ gunga AaaaY Tlaig
palie pans o egall Tl AN Juadll 3 Ll ¢ livali (S g oaagall 138
bl 3la%) dlasy A yal) dalal
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The relationship of Managerial Accounting to Financial

Accounting and Cost Accounting
el dswlans 5 Aalal) dsudacally 4y 1Y) dslaall 48N

1. The relationship of Managerial Accounting with Financial

Accounting
Alal) dslaally 4550y dsulasall ABNs

In fact, there are some similarities between managerial accounting
and financial accounting, but the differences between them outweigh
the similarities.

dangl S0y cAdlall Loslaally Aoy)aY) Doclaal) (o aplial) dngl ey llia (dagial) b
colil) gl (3o Lagin LAY

= Differences Between Managerial Accounting and Financial

Accounting
Aatlal) dsdanall 5 Ay oY) dsclacal) ¢y DAY 4a )

23V Ll 8 el (Al duslaaly £ Luwladd) Ga GDEAY) angl )
A- Financial accounting aims mainly to provide accounting

information to external users, while the goal of managerial
accounting is to provide information to internal users.

Opeadioall Lupalaall ilagleall mads ) Geled) Lapally Ldlad) Loslaal) Coags
Loala ) rendicall Cilagleal) ani dnlaY) Gl i 5S Laiw ¢ yal)
The external users are creditors, investors, government agencies, etc.,
whose information needs are different from those needed by internal
managers, who need information for planning, control, and decision-
making purposes.
Gl omlalal) ehadl) Lgh g liay Al el e daliie clasteall (e agilalin) 05
bl Alasly ) dadhsnll aleY cilagles Gealiag
B- The measurement of financial accounting information and its
disclosure in the financial statements are subject to the
generally accepted accounting principles that represent
standards for what an accounting application should be in
order to ensure the availability of certain qualitative

characteristics in that information, such as its reliability and
suitability to the needs of its users.

(alaall Adlal) las i€l 6 Lgie = LadYly ALl Aalaal)l Cilagles (L pads
eraladl gl adle s o conn W Tl i ally Lale Vs dlgial) dualal
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el Slae) 2K ¢fin cclagleall Gl & Lima due g Gallad 5 e S
Lgeddiee Calalial giaDlag

As for managerial accounting, the process of producing and
communicating accounting information for administrative uses is not
restricted by the requirement to adhere to recognized accounting
principles, as is the case in the field of financial accounting, as the
main constraint on the activities of producing and communicating the
product of managerial accounting is its utility and relevance to the
administrative needs within the economic unit, in other words , if the
management accountant believes that failure to follow generally

accepted accounting principles will provide more useful information
to internal managers, then there is no need to apply these principles.

Glel a3 Lo aslaall Gilasbead) Joagiy 7 1) Al (ol dylaY) doladll L
Jiae 3 Ja) 3h LS Lgale Cojlaial) Agpaslaall ggolaalls 5N oy ity Y )15y
3h Ay Lulad) 21 Juagis 2l Alaiil e Gala) 2l & 3 cddlal) dulad)
LS AT e (of cdalaaidy) sasgll Jals ) claliad Lgiadlay Lgails
s Lale Y58 Agid) L alaall goabaall g L) are ols adiny (531 ol
cteluall a3 adat (pe et Db cplalall ol ynall 5asls ST ilaglas

C- Management accounting reports include more detailed
information than financial accounting reports, because the
management may want to know detailed information about

each product, department, activity, branch, or geographic

region ... etc., while the financial accounting reports focus on
the economy unit as a whole as a complete organizational unit.

Gl L) dialaall Hla (e Sads ST Claslae LY daalaall i Geuad
ji c&)ﬁ ji Jalia Ji Ge.uis ji cé\.’m IS e dada Glaglea ddyaa Lf”‘:’ ad EJ\J:)_” L}Y
Lol angl) Ao 35 Al dualad) il of gas 8 i) L Lihaa dahi

LIS Laats sasgS (KK

D- Financial accounting and managerial accounting reports
include financial information (information expressed in a cash
unit, such as revenue and expense), but management
accounting reports can also include non-financial information.
An example of non-financial information is the quantity of
materials used in production, the number of operating hours.
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D) 25y lasbes) Al Cilaglas Aoy Lualaally L0l deladdl )i Gpeai
et O S A3 dsalaall i (S (g pamally SY) Jie Sl B3nss lgic
b Aardiond) slpal) A€ ALl ye cilegledll e JEeSs Adle e Cilagles Liad

Jay) cilele s oyl

Financial accounting is concerned with measuring the results of
events that actually occurred and determining the financial position in
light of these events. Therefore, we find that financial accounting is
concerned with the past only and that its data are historical data. As
for management accounting, it is concerned with measuring the results
of events that actually occurred in addition to measuring the results of
expected events in the future. Therefore, we find that management
accounting is concerned with the past, present and future and that its
data is historical, actual, or estimated.

o Ml 3l 2ny Sad by i GlanY) il el AL dpaladl g
2 Lelly oy b caldll g Al dealadll o an @A L GaaY) 238 ega
Sad Candg S Slanl) il Gl wigs Leild (Alay) dnaladl) W cdodls cilily
i Aoy dralaall o am AT S e Aadgiall GlaaY) il uld cuils )

Ay gl dlad (Bl Ll oy Jaaally yualally alall

= Similarities Between Financial Accounting and Managerial
Accounting

Autlal) Asdaal) g 4 oY) dsdanal) Cp Al 4a gl
We should never overstate the differences between managerial
accounting and financial accounting. If the financial accounting
reports are mainly prepared to meet the needs of external users, and
management accounting reports are prepared to meet the internal use
of the economic unit, this does not mean that the management does
not benefit from the financial accounting reports. For example, net
income, earnings per share, and other things included in the financial
accounting statements and reports are all matters of great importance
for many managers in the economic unit. In general, the similarities
between management accounting and financial accounting can be
summarized as follows:

il 130 LAl Aaslaally ZlaY ) Laclaall Gy DS agag Tadd s YT any
colAl Ceadiiall calalia) dgalsad Glad) dapall aas L) dusladl) )l
YV 1aa ol cdanlaidyl sassll JSlal) 2adia] dgalsad aan Al duwladll )l

21



Chapter One.......... Introduction to Managerial Accounting

e ilally daall e Sl A Lpalaall 5l G 2lied Y B o i
Apa¥) 3 Al oal LelS ) Aol 55 o538 dtecad Laa Glld g gl
O 4l dag) Ol agaall ey L Aala®V) sasgll A 5aY) dlsy e LIS duailly
LV leantl (Sa AL Aol 431 Ll
A. Each of them represents a branch of accounting in the general
sense of accounting science.
Laladl) alal Jalal) iaalls Zoslaall £58 (ha lesd Lagie JS e
B. Each of them is concerned with analyzing and presenting the
accounting data and information.
Lol Glagleally llull ey dilaty Lagia S 232

C. Each of them uses the language of numbers and works on
measuring and translating events and reporting them to the
concerned authorities.

Aginall Clgall Leedly Claa¥l danjig puld o Jamg al8)Y) A2 Lagie JS aadiey

D. Each of them derives its information from the basic accounting
system of the economic unit, and one of the important parts of
this system is cost accounting, which works on the basis of
compiling cost data for use in both managerial and financial
accounting, for example, production cost data can be used in
determining prices, which is one of the accounting tasks
managerial accounting. Also, the production cost data can also
be used to evaluate inventory for the purposes of preparing
financial statements, which are among the tasks of financial
accounting.

aafy dalaaidV) sasgll bl lad) aUsill e 4ilogbes Logia JS adia
iy gt el e and Al CallSall duclae 58 dagall allail) 138 63l
by e Al Ecladly Ly)aV1 Ealad) (e DS 6 Lgllanin Callsl
o) alga e ot 5 ¢ la) apaat o Lglleninl Sy 7 LY A4S
oahe Y gl mgiil Liay) \gllanins) (Say 2 LY 2S5 Wil 8 XS L4 )5Y)

AL Falaal alge (go o A5 ALl s el
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2. Relationship between Managerial Accounting and Cost

Accounting
il ddanay 4,1y Awlasal) 48N

The term cost accounting refers to the set of principles and
procedures aimed at determining the cost of production for the
purposes of measuring profit and evaluating inventory to appear in the
financial statements and pricing decisions.

a3 ) Gag S @lehally pend) desane o Callll drlae mlhias 3l
Cblaly Allall lsdl 3 o)lelaY (yg3aall migiiy ) (uld (e ¢ luy) Al

« pdil)
In recent years, the field of cost accounting has expanded as a result
of drastic developments. Its goal has expanded to include measuring
the cost of many purposes and activities and providing appropriate
information that helps managers in planning, control, and making
decisions.

) s Lyl ol Ay CadlSall dralae Jlae gl (858 lgiad)

) D) Slagleall jdgng dlaidly (b e duae AAG Ll Jadd Lgban

chhal) Sasly A daladl 3 bl acls

In this sense, many writers do not see a difference between cost

accounting and managerial accounting, so that the distinction between

them has become extremely vague, in that both aim to serve internal

purposes related to planning the economic unit's work and overseeing

the implementation of these actions and taking decisions regarding

them. Nevertheless, there are what distinguishes cost accounting from
managerial accounting as follows:

Gl daislae G 3858 Ay Ose Y QLS e 58S maal el g

G e eagaall and ) Liasle ol Login Sl o (s oY) Gasslaalls

sassll Jlach Japladsy glens A dalal) alye ) dand ) gy LaadS ¢

Lo ang eclld s L Lgilin bl 3asly Jlee) oda 2w e 46,01y Lol

1 VS5 AlaY) daaladl) e (RIS dulae e

A- The field of cost accounting is limited to cost data and

information only, so that it does not deviate from this field. As

for the field of management accounting, it extends to include

all activities of the economic unit, and thus includes the field

of managerial accounting - in addition to costs - both revenues,
profits and cash flows ... etc.
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A3 Y Gy hadh 4,30S0) Slasleally L) 8 RIS daulae Jlae yemaly
Bangll Adadi] aaen el w4l 203 Ll Jlae Ll (Jlaal) 120 (4e
Oe dS — il ) dilia) — AlaY) duclad) Jlae dady Sl cApsleay)
S Al i)y - LY i)

B- Cost accounting depends on generally accepted accounting
principles, methods and policies, as well as it depends on the
outputs of the process of recording and classifying the
accounting operations of the economic unit, so that it can be
verified to a large extent. While the management accounting
information is not prepared on the basis of generally accepted

accounting principles, but rather it is information derived
much of it from the outputs of cost accounting.

lgle Coylatiall Lualaal) clubidly 3yhlly foabual) Ao Cadlall daulaa adiad
A ulaal) cloleal) gty Janad dokee Glajia (Ao aaiat Lgil (pe Dliad
L\l

Ethical Standards for Managerial Accountants
O Cpaalaall 48MAY) pulaal)
There is no doubt that management accountants are well aware that
they have a commitment to the economic units in which they work
and towards their profession and the public in general is to adhere to
ethical standards, and in view of this commitment, the Institute of
Management Accountants in the United States of America has
adopted the ethical standards that management accountants must
adhere to. Provided that adherence to these standards is an integral
part of achieving the goals of management accounting, and therefore
the management accountant should not allow any behavior or

behavior other than these standards. These criteria are summarized as
follows:

Glaagll slad Lalill agale o) Jana OS5 Gayla¥) Cpawlaal) o) and @& Y Laa
sl 6 (i Aale Aimy ysganly aiige olads Lad Opleny ) Aalosil]
Gl 8 eV asalaal) agan 35 28 G s ey ABDIAY) uladl
e 05l Gpalaall Ly (st o) g Al ABIAYT juladd) 4K050Y) sasiall
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A5 AV Lol Cilaa) Baiat e ehaiY Jeha el sdgy oBAN) Jiay o
ubaall oda (DA e iyt o) il 6l e Y ) came @Y Calad) o
t YL uladl) oda adliig
1. Competence 4day)
The management accountant is responsible in this regard:
Aalgiue daall a8 (Y] Cslaa) Jeaty

= Adhering to an appropriate level of qualification by developing
his knowledge and skills.

a)lgas Glaglan sk Gl (e Jaalill Cualia (gines clescil
= Performing his professional duties in light of the laws, customs
and professional standards.

Agall juleally Cale VWl cpilgal) sgua 8 duigall ailialy o))
= Preparing clear and complete reports and recommendations after
proper analysis for relevant and reliable information.

s Al ilaglaall aalid) Jdasl) say ALalSy daialy Claagiy yla dlac)
Jeale alaey) Ko
2. Confidentialityd; sl
The management accountant is responsible in this regard
talggue daall 138 (o)) anlaall Jaaiy

= Refrain from disclosure of any confidential information obtained
while doing his job only if he got permission to do so, unless
compelled by law on it.

13 V) aders aldll ol Lgle uany &y cilagles g e 7 Lall) e ¢ LiiaY)
Al e Ugls e alle el oy e Jan
= Inform your subordinates whenever a n possible confidential

information encountered during his work and make an effort to
preserve the confidentiality of information

Jip oy adee ol asialin 0 Clasbeall Aoy UiSan @l GIS LS (pangs sall el
cSlestea) Aoy e Blaall 8 1asgas

= Refrain from using or pretending to use confidential information
obtained while carrying out his work in order to obtain illegal or

immoral benefits for a person or a third party.
Al el Lgle o doyu cilaglas plasinly jalall ol alasivl e g LiaY)
Ll Gyl ol dadd ADIA) ye o Auglh ye Uie e Jgeanll aleny
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Integrity 4ilay!
The management accountant is responsible in this regard:
talgus daall 22 8 (53] Caulaall Jeatg

= Avoiding any real or apparent conflict of interest and
providing advice to all relevant parties for any potential

conflict.
WS daaal) aiy mlladl & gl 5 Ads a6l gols
e pajlan b dlall @y calyly)
= Refrain from practicing any activity that would not enable him
to perform his duties in accordance with professional ethics.
alials o) e 43K are aild e 055 bl () dujlae e gl
Lol bl s Y
= Refuse any gifts, courtesy, or hospitality that would affect his
performance or even appear to be so.
S 55 ol oSa Wld e g dilall o, Alalaall, Ll () b
IS gan s gl aelal
®  To refrain in all ways from harming the economic unity’s
realization of its legitimate goals.

lihal Lol saasll sk bl ge sl U g L)

eyl

= |dentify and share professional limitations and limitations that
can prevent good performance.

SN 05 dsad o) Sar V Asigall aganlly sl dolgs e iyl
)
= Exchanging satisfactory or unsatisfactory information as well
as professional judgments and opinions.

Laigall e V15 A&V (e Sliab dncapal) ye gl dayall Cilagleal) Jols

= Refrain from engaging in or supporting any activity that may
harm the profession.

Aigall o o) 4l e Bl (g aes o) B AN e g LinaY)
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4. Obijectivity 4 guagall

®= The management accountant is responsible in this regard
Communicate information fairly and objectively.

Aacgiagay Alaes Glagladll Juagi dulgsue 2aall 138 & (V) anlaall Jaayy

= Full disclosure of appropriate information that is expected to affect
users' understanding of the reports, opinions, or recommendations

presented to them.
S ool pestiaall agh e S5 o adgially D) ilaglad) e JalSl) £ Lad)
cog) dadkall luagil) ) b)Y

Summary

In this chapter, we presented the historical development of
managerial accounting, the most important definitions that came about
it, and the role it played in meeting the needs of the economic unit’s
management with its various levels of information that can be used in
the areas of planning, control, and decision-making. In this way, it
differs from financial accounting, which is concerned with the needs
of external parties and takes into account the need to apply generally
accepted accounting principles when measuring and disclosing
accounting information in the financial statements.

DAl

Gels Al clanal) aaly dplay) Lewlaall Al gl Jadll 1aa 8 liase
Al gl Loalai®Y) saagl) 513 Cilaliial du A duali (3 ally Lga guads
s DDAl Masly A daadtl) eVl 8 lgaladin) oSa S Glegladl
Bg i oolis Ll GHLY) Clalials (aias Al Gl dsuladl e il 13y
Cilasteall e 7 laiyly peldll 2ie Lale Y58 Al Ay ol (salaall 3ok
AW 1A 8 dpsladl)

As well as we reviewed the relationship of managerial accounting and
cost accounting , and how to distinguish between them has become

extremely vague terms that are both intended to serve internal
purposes. However, there is what distinguishes the cost accounting for
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the managerial accounting most notably that the area of cost
accounting is limited to cost data and information only, while the field
of managerial accounting, it extends to include all activities of the
economic unit, in addition to Cost accounting data .

Legin el o Sy el ducalaey )aY) Zalaal) A8e L jaiad GllAS
AN Gl Ak ) Giags LaadlS o G (e gaall and ) paele ol
Laalae Jlae oF Lyl )l3y) dolad) e CallSl dualse e Lo 2ngy clld a2 g
4l capylaY) desladd) Jlae Ll el £l ilagleally ililadl (3 yemnty ISl

sl dalae by ) d3lia) Aobai®y) sas gl ddadil auen Jadl Sia

Questions

1-1  What is the difference between financial accounting and
managerial accounting ?

1-2  Explain the relationship between managerial accounting and
cost accounting .

1-3  Explain the historical development of managerial accounting.
1-4 Explain briefly the functions of managerial accounting.

1-5 Give two examples of non-financial information that might appear
in managerial accounting reports

1-6 Briefly mention the essential steps in the planning and control
processes

1-7 Number of ethical standards for managerial accountants.
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