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CONCEPTS OF BOOK-KEEPING
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1 - Book-keeping: is a mechanical process that records the routine
economic activities of business.
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2 - Book-Keeping: is an art of recording business transaction in a set
of books.
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The main features of book-keeping
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Analysis of the above definitions brings out the following features of
Book-keeping:
(1) Book-keeping is an art of recording transactions scientifically.
(2) There must be a documentary support for each and every
transaction.
(3) The recording is made of monetary transactions only. It means
the transaction must involve money. Non - monetary transactions

cannot be recorded.
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THE CONCEPTUAL FRAMEWORK OF ACCOUNTING
s daulaall ‘;A:\AM‘ Y
A conceptual framework is like constitution that leads the accounting
system. The conceptual framework is made of three Levels. The first
Level is presented the objectives of financial reporting. The second
Level is presented (A) Qualitative characteristics of accounting
information and (B) Elements of financial statements. While the
third Level is presented the recognition and measurement concepts:
(Assumptions, Principles, and Constraints).
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FIRST LEVEL: BASIC OBJECTIVE
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The objective of general-purpose financial reporting is to provide
financial information about the reporting entity that is useful to
present and potential equity investors, lenders, and other creditors in
making decisions about providing resources to the entity.
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SECOND LEVEL: FUNDAMENTAL CONCEPTS
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*Qualitative Characteristics of Accounting Information
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1 - Fundamental qualities
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A - Relevance: is one of the two fundamental qualities that make
accounting information useful for decision-making.
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Ingredients of the relevance : Predictive value , Confirmatory value ,
Materiality
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B -Faithful representation : means that the numbers and descriptions
match what really existed or happened. Faithful representation is a
necessity because most users have neither the time nor the expertise
to evaluate the factual content of the information
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Ingredients of the Faithful representation : Completeness , Neutrality
, free from error
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2 - Enhancing Qualities
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A — Comparability: Information that is measured and reported in a
similar manner for different
companies is considered comparable.
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B - Verifiability : occurs when independent measurers, using the
same methods, obtain similar results.
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C — Timeliness : means having information available to decision-
makers before it loses its capacity to influence decisions.
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D- understandability: is the quality of information that lets
reasonably informed users see its significance
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*ELEMENTS OF FINANCIAL STATEMENTS
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ASSET: A resource controlled by the entity as a result of past events
and from which future economic benefits are expected to flow to the
entity.
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LIABILITY: A present obligation of the entity arising from past

events, the settlement of which is expected to result in an outflow

from the entity of resources embodying economic benefits.
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EQUITY: The residual in the assets of the entity after deducting all
its liabilities.
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INCOME : Increases in economic benefits during the accounting

period in the form of inflows or enhancements of assets or decreases

of liabilities that result in increases in equity, other than those

relating to contributions from equity participants.
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EXPENSES : Decreases in economic benefits during the accounting
period in the form of outflows or depletions of assets or incurrences
of liabilities that result in decreases in equity, other than

to distributions to equity participants
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THIRD LEVEL : Recognition, Measurement, and Disclosure Concepts
(Assumptions, Principles, and Constraints).
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*Basic Assumptions
these five basic assumptions: (1) economic entity, (2) going concern,
(3) monetary unit, (4) periodicity, and (5) accrual basis.
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*Basic Principles of Accounting

We generally use four basic principles of accounting to record and
report transactions:

(1) measurement, (2) revenue recognition, (3) expense recognition,
and (4) full disclosure.
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*Constraint
cost constraint : companies must weigh the costs of providing the
information against the benefits that can be derived from using it.
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