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The double-entry accounting framework, first published by Pacioli in 1494, is one
of the oldest artifacts of the modern industrial age, actually predating in its
simplest form the scientific advances of Copernicus and Newton. As portrayed in
Figure 1, the Pacioli system has served as the accountability infrastructure for
both the Mercantile and the Industrial Ages. lts basic organizing principle
remains the classic accounting equation: Assets = Liabilities + Owners Equity
(ALOE).

Modern ERP systems have tried to expand their organizing basis beyond double-
entry accounting to mimic the value chain concepts of Porter (1985), but as noted
by David, McCarthy, and Sommers (2004), many of these enterprise systems
retain much of their ALOE infrastructure and mindset. This presentation
concentrates on a framework for implementing the last two categories shown on
the right of Figure 1 with events-based accounting ideas (Dunn and McCarthy
1997).

Figure 2 portrays events-based systems at three levels of abstraction: value
chain, business process, and workflow, and Figure 3 illustrates the essential
categories for the middle business process level at the OMG M2 level according
to the REA ontology (Geerts and McCarthy 2008; ISO/IEC 15944 2007). These
classes, when augmented with procedures and state machine mechanics,
facilitate the types of accounting shown for the enterprise systems age and the
semantic web age in Figure 1. How this format facilitates accounting
interoperability and accounting transparency at levels far beyond ALOE will be
illustrated.

An especially new and important dimension of events-based interoperability will
be its explicit support of the "independent" view of events as illustrated in Figure
4. Virtually all modern enterprise systems utilize the "trading partner" view
shown in all aspects of their operation.

In summary, the presentation will discuss the two different visions for accounting
shown in Figure 5, and it will speculate on methods for bridging the gap between
the two.



Figure 1 -- Accounting through the ages
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A value chainis a purposeful network of conversions and exchanges
aimed at assembling the individual components of a final product
(i.e., its portfolio of attributes) of value to the customer
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A business processakes one or more kinds of input and
creates an output that is of greater value to the customer
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Figure 2 — Three-levels of events-based value tracking
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1. Green - “What has occurred” — REA, duality, stockflow {consume,
produce}, participation {provide, receive}

3. Purple — What is planned or scheduled — COMMITMENTS, specify, fulfill,
reciprocal, triggers
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Figure 3 — REA ontological categories for the business
process level

Figure 4 -- Collaboration Space Perspective: Trading Partner vs. Independent
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SOURCE: Adapted from ISO/IEC 15944, 2007
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Figure 5— Different visions for accounting




