Readings in Accounting
                Accounting is an information system of measuring, recording, classifying and summarizing the economic activities of an entity and communicating them to decision makers.

The Balance Sheet:

               It is prepared at the end of the year after the preparation of trading account and the Profit and Loss Account.

Profit and Loss Account:

            This account is also prepared for one year to find out the net profit of the firm. It is opened by the transfer of either gross profit to the credit side or the gross loss to the debit side of this account.

       According to the American Institute of Certified Public Accountants "AICPA", Accounting is an art of recording ,classifying and measuring in significant manner and in terms of money, transaction and event which are ,in part at least, of a financial character, and interpreting the results thereof.

             Accounting Principles Board "APB" defines Accounting as a service activity   whose   function   is   to    provide         quantitative information primarily financial in nature, about economic entities that is intended to be useful in making economic decisions and reasoned choices among alternative courses of action. Accounting includes several branches such as Financial , Managerial and Government Accounting. On this basis, Accounting is:

1-A service activity which provides quantitative information to help make decisions related to the deployment and use of resources.

2-A descriptive, analytic discipline which defines ,measures, classifies and summarizes data related to economic transactions.

3-An information system which collects and communicates economic information about economic activity to a variety of concerned people.

Users of Accounting Information:

              Accounting information is needed by two sets of people, i.e. internal and external users associated with management of the concern for which information is sought to be gathered and surveyed, for example: the Board of directors, the partners, managers and officers. The external users consist of several explicit groups such as: investors, lenders, suppliers, customers, government agencies, the public and employees.
Conceptual Framework of Accounting:

          The Financial Accounting Standard Board has developed a conceptual framework which consists of the following three levels:
1-Objectives of financial reporting.

2-Qualitative characteristics of Accounting information and elements of financial statement.
3-Operating guidelines ( Assumptions, principles and constraints).

First Level: Basic Objectives

              Financial reporting should provide information that:
a-is useful for investors ,creditors and other users in making rational investment, credit and similar decisions.
b-helps present and potential investors ,creditors and other users in assessing the amounts, timing and uncertainty of prospective cash receipts.
c-portrays the economic resources of an enterprise, the claims to these resources and the effects of transactions, events and circumstances that change these resources.
Second Level: Qualitative Characteristics of Accounting Information and Elements of Financial Statement
A-Qualitative Characteristics are of two kinds:

1-Primary: we have two:

-Relevance: Accounting information must be capable of making a difference in a decision. There are three ingredients: 

  " Timelines, Feedback Value, Predicative Value"

-Reliability: the quality of information that gives assurance that is free of error and bias. There are three ingredients:

  "Verifiability, Representational Faithfulness, Neutrality"

2-Secondary: we have two 

-Comparability: is the ability to compare Accounting information of different companies because they use the same Accounting principles.

-Consistency: is using the same Accounting principles and methods from year to year within a company.

Elements of Financial Statements:

( Assets, Liabilities, Equity, Investment by owners, Distributions to owners, Comprehensive Income, Revenues, Expenses, Gains, Losses)

Third Level: Operating guidelines (Assumptions, Principles and Constraints)

A-Assumptions of Accounting:

1-Economic Entity        2-Going Concern         3-Monetary Unit

4-Periodicity

B-Principles of Accounting:

1-Historical Cost Principle      2-Revenue Recognition 

3-Matching Principle        4-Full Disclosure Principle

C-Constraints of Accounting:

1-Cost-benefit Relationship       2-Materiality       3-Industry Practices

4-Conservitism
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 Financial Accounting
                    Financial Accounting is based on a systematic method of recording transactions of any business according to the accounting principles. It is the original form of the accounting process. The main purpose of financial accounting is to calculate the profit or loss of a business during a period and to provide an accurate picture of the financial position of the business as on a particular date. The Trial Balances, Profit & Loss Accounts and Balance Sheets of a company are based on an application of financial accounting.
Cost Accounting
                accounting deals with evaluating the cost of a product or service offered. It calculates the cost by considering all factors that contribute to the production of the output, both manufacturing and administrative factors. The objective of cost accounting is to help the management in fixing the prices and controlling the cost of production. It also pin points any wastages, leakages and defects during manufacturing and marketing processes.

Management Accounting
               This branch of accounting provides information to management for better administration of the business. It helps in making important decisions and controlling of various activities of the business. The management is able to take decisions efficiently with the help of various Management Information Systems such as Budgets, Projected Cash Flow and Fund Flow Statements, Variance Analysis reports, Cost-Volume-Profit Analysis reports, Break-Even-Point calculation, etc.

· Auditing is a branch of accounting where an external certified public accountant known as Auditor inspects and certifies the accounts of a business for their accuracy and consistency. Sometimes internal auditing is also practiced where an employee of the same company audits the accounts on the regular basis and aids the management in keeping accurate records for audit purpose.
· Tax Accounting deals with taxation matters. Its functions include preparation and filing of various tax returns and dealing with their legal implications. Tax accountants aid in minimizing tax payments and also help financial accountants in preparing financials for tax reporting to various authorities. Tax accounting involves consultancy regarding the effect of taxes on different aspects of business, minimizing tax through legal ways and also verifying consequences of tax payable on business.
· Fund Accounting deals with keeping records for funds of non-profit business entities. Separate fund accounts are maintained for separate works like welfare schemes of different nature to ensure proper utilization of funds.
· Government Accounting is done for Central Government (National Government) and State Government budget allocations and utilizations. Keeping records ensures proper and efficient utilization of the various budget allocations and safety of public funds.
· Forensic Accounting also known as legal accounting enables calculating damages or settling disputes in legal matters. Investigations are done and calculations are carried out to evaluate the damages accurately.
· Fiduciary Accounting is the accounting and evaluation of a third party’s business and property maintained under the guardianship of another person.
