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 Definitions " accounting "'

 The American Institute of certified public
accountants defines accounting as " the art of
recording , classifying , and summarizing In a
significant manner and In terms of money
transactions and events which are In part at least ,
of a financial character and interpreting the
results thereof.
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 Classification accounting

» Accounting iIs generally classified into three
different disciplines as shown in :

1. Financial Accounting
2. Cost Accounting
3. Management Accounting
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* 1-Financial Accounting / Accounting Involves
recording, classifying and Summarizing of Past
events and thus Is historical In nature .It Is
historical accounting which is better known as
financial accounting whose primary intention Is
to prepare the statements revealing the Income
and financial position of the business on the basis
of events which have happened in the period
being reckoned.
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« 2-Cost Accounting / It shows classification and
analysis of costs on the basis of functions,
processes , products , centres etc. It also deals
with cost computation , cost saving, cost
reduction etc.
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« 3-Management accounting / It deals with
processing of data generated In financial
Accounting and cost accounting for managerial
decision-making . It also deals with application
of managerial economic concepts for decision-
making.
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* Accounting information

is a set of information that must be provided to
management in order to be able to make decisions
correctly, and it is also known as information that
contributes to direct impact on administrative
functions, and depends on a set of criteria and
characteristics that contribute In assessing its quality
level and its role in enhancing professional roles in the
work sector.
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Users of accounting information

The primary goal of accounting information systems is to
generate information and provide it to beneficiaries and
assist them in making decisions. Accounting information is
the basis upon which many beneficiaries depend on their
decision. Although the categories of beneficiaries of the
accounting information vary and their needs for this
information vary, the beneficiaries of the accounting
information can be classified into two main types :

1- Management.

2- Shareholders and investors.

3- Debtors and Creditors.

4- Customers.

5- Employees.

6- Government and regulatory agencies.
7- Researcher.



“ Primary characteristics

It i1s defined as a set of characteristics that distinguish between useful
Information, information that is not useful, or of low utility, and which do
not serve the work of management in decision-making, and the primary
characteristics are characterized by the following features :

1. Convenience : It is the conformity of accounting information with the
functions required of it, and thus is able to influence the final results of
administrative work, and also contributes to assisting users of accounting
systems in carrying out accounting operations in an accurate manner, and
relies on a set of information that is documented accurately, and is
beyond doubt by Auditors.

2. The ability to rely on it : it provides accuracy and credibility in the
accounting information so that it becomes appropriate to rely on it, as a
means to measure events, economic and financial activities associated
with it, that is, to have all the honest information in order to achieve
Integration between the accounting activities recorded on paper, which
occurred Actually.
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% Secondary characteristics

It is known and is one of the characteristics that are considered additional to the
primary characteristics, and it has an important role in determining the quality of
accounting mformatlon and its function depends on providing support for the
primary information in order to help formulate the decision in a correct way, and
the secondary characteristics are distinguished by the following advantages:

1. Comparability: It is the ability to determine consistency, and the differences
between accounting information, especially when using more than one
accounting strategy in assessing the role of Information, and sometimes this
thing may lead to difficulty in comparing financial results so it I1s incumbent
upon the accountant, or the person who By analysing the accounting systems, he
should prepare a comparison between previous and current information, and thus
be able to express his opinion in determining the best strategy to provide
accounting information of accurate quality, and appropriate to assess the business
of the facility.

2. Consistency and consistency: is the principle that directly depends on
comparability, as one of the methods used in applying accounting strategies,
when the establishment maintains a consistent and consistent strategy in all of its
transactions during the financial year, or the specified accounting period, then it
Is able to determine the profit rates , And their losses, and choosing between
continuing with the current strategy, or moving to a new accounting strategy.
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Accounting Assumptions

It is a set of facts that are already known or that
represent the results of research in other fields of
knowledge. They are scientific introductions that are
distinguished by generality and serve as a starting point
for reaching scientific principles. (From this we find that
any defect resulting from inconsistencies between the
assumptions, conflicts between them, or incompatibility
with reality will affect scientific principles.
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1- Accounting Entity Assumptions

Accounting measures the results of operations for specific
economic units that are independent of their owners. The
accountant assumes an independent legal personality for the
project as an organizational unit in which the accounting records
are linked. Where there are three basic accounting units: the
individual establishment and the companies of persons and money
companies, and regardless of the organizational form of the facility,
it is considered an accounting unit.
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2 _Going Concern Assumption

Accounting applications are based on the assumption that the project will
continue to pursue its basic activity for a relatively long period of time in order
to achieve its plans and collect its rights and fulfil its obligations. These
expectations reflect the normal condition of the project and therefore the
evaluation method adopted in the financial statements is chosen based on the
continuity assumption and means the continuity means one of the following two
formulas : It is not expected that the project will be liquidated in the foreseeable
future and that the project will continue to perform its normal activity for an
indefinite period of time, and therefore the method of assessing assets on the
basis of liquidation or on the basis of current prices is inappropriate and that
evaluation on the basis of historical cost is the appropriate basis.
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3 Unit Of Measure Assumption

Accounting requires a standardized unit of measurement
that connects the various operations and activities in the
project and allows calculations and comparisons to be
made. Accounting adopts the National Monetary Unit as
a basis for measuring the value of the various events of
interest to the accountant (monetary events).
Mathematical operations objectively and not change over
time or by changing economic conditions.
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4 Accounting Period Assumption

Users of accounting data outside and inside the project need from
time to time and in periodic short-term periods information about
the production of goods and services, profits and the financial
position of the project in order to help them make decisions. It is
not logical for these employees to wait until the life of the project is
over in order to know its net income, so it has been assumed that
the life of the project is divided into equal and consecutive periods
of time, usually one year.
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1-Capital receipts / consist of receipts from the sale of fixed assets
or any receipts from the owner or any additional payments made by
shareholders to their companies or with respect to raising capital for
work. These receipts are inherently non-recurring because they are
not acquired regularly. Suppose an enterprise land and buildings are
sold for S 1,20,000 USD, and here the receipt of S 1,20,000 USD is a
capital receipt. When a company’s shares or bonds are sold at a
premium, the amount realized through the instalment is capital
receipts.
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2-Revenue receipts / these are earned by selling goods or services .
these receipts are recurring in nature . revenue receipts are the
receipts earned during the ordinary course of business . these
receipts increase the profits of a firm . hence , we can say that any
receipt which is not a capital receipt is a revenue receipt . revenue
receipts are not equal to revenue profit . suppose , goods costing
S14,000 are sold at $18,000 . here , $18,000 constitute revenue
receipt and $4,000 revenue profit.
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3- Capital profits / Profits are not only earned by normal trading
activity , but also arise in the business from certain sources which
are non-recurring in nature . these are not regular in nature and
arise from capital receipts . suppose land and buildings of an
enterprise are sold at $1,20,000 and their book value is $80,000 .
here , the receipt of $1,20,000 is a capital receipt and $40,000 is
capital profit . shares and debentures sold at a premium are
examples of capital profit . generally, capital profit is transferred to
capital reserve account or adjusted with capital losses.
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4- Revenue profits / are generally earned by selling goods and
services . these receipts are recurring in nature . revenue profit are
earned during the ordinary course of business . these increase the
profit volume of the firm . for example , goods costing $14,000 are
sold at $18,000 . here , $18,000 is revenue receipts and $4,000 is
revenue profit . revenue profits are distributed as dividends to the
owners or proprietors and for future security a portion of these
profit is transferred to the general reserve account.
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5- Capital expenditure / is an outflow of funds either to acquire or to
improve a fixed assets which will be used in the business or
production to earn revenue for several years . thus, it is incurred
within an accounting year but its benefits are enjoyed by an
enterprise for a number of years . the portion of the fixed asset
consumed within an accounting year in the course of its use , is
known as depreciation . the fixed assets are entirely consumed over
a number of years by rendering services . therefore , depreciation is
the permanent decrease in the value of the fixed assets and
represents a portion of the total cost of fixed asset used/consumed
within an accounting period.
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6- Revenue expenditure / incurred during an accounting year to earn or
maintain the revenues for the aforementioned year, and part of the fixed
assets used during an accounting period will be treated as revenue
expenses. Consequently, revenue expenditures are completely depreciated
during an accounting year and do not assist in increasing operating
capacity and assets, but are incurred in operating or maintaining the
assets, that is, operating costs. Generally, expenses include cost of sales,
other costs of running a business, and costs of attracting and servicing
customers. Fixed assets such as machines and machines are fully
depreciated over their lifetime (which is fixed). Therefore, they are either
of interest or expired in operating the business.
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