
1. THE NATURE AND
FUNCTION OF ACCOUNTING

1. Introduction

The South African institute of
chartered accountants (SAICA)
makes the rules.

The accounting practices board
(APB) approves the rules.

The conceptual framework for
financial reporting 2010 (the IFRS
Framework) was approved by the
International Accounting standards
board (IASB)

2. What Is Accounting?

3.
Universal Accounting
Denominator

Money: Rand

Not all events can be expressed in
monetary terms

The value of money is unstable and
influenced by many economic
factors such as inflation.

4. Forms Of Ownership

The way in which business is owned
and managed, how start-up funds
are raised, and how profits, our
losses and risks are divided.

Sole traders

Partnerships

Close corporations

Companies

Non-profit entities

Clubs

Charitable organisations

Churches

Educational institutes

Associations

Trusts

Entity

Economic unit whose financial results
are determined on its own

Is independent of its owners

Defined legally:

Companies Act

Close corporations act

Common Law

Not necessarily illegal entity

Function
Give a complete financial picture

Include all notes & schedules, risks &
uncertainties, resources & obligations

5. Users Of Financial Information

6. The Domains Of Accounting

Financial accounting

External users

Formal financial statements about the
entity as a whole

Governed by IFRS= external standards

Management accounting
Internal users

Specific records according to the needs
of internal users
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2. What is Accounting

Definition

Accounting is:

- The Orderly And Systematic A
Recording Of

- The Monetary Values Of

- Economic Transactions Of

- An Individual Person Or
Institution

- The Reporting On The Results
Of These Transactions;

- The Provision Of The
Information In Financial

Statements,

- Which Information Is Used
As A Basis For Decision Making
By The Users Of Information.

Why study accounting?

Users: People Make Financial
Decisions Need An Understanding
Of The Language Of Accounting.
Their Expertise Can Range From

Basic To Complex.

Accountants Require A Profound
Knowledge Of The Theory And

Practice Of The Subject.

Accounting Provides Career
Opportunities, Job Satisfaction And

Security.

Topic

Development In Accounting

1450 - 1560

Business Practices Stronger Than
Textbooks, Authors Tried To

Promote Bookkeeping

1458 - Beedetto Contrugli
Published A Brief Discussion On

Bookkeeping

1494 - Luca Pacioli (Venice)
Published His Summa On The

Double-entry System.

1543 Antwerp

1547 London

1549 Germany

1560 To 1800s

The Theoretical Research Began.
The Book Keeping Modeled Greatly
Improved.  Financial Statements

Emerge.  Businesses Deemed
Separate And Distinct From Their

Owners.

Since 1800s

The Formation Of Professional
Accounting Societies Began In

Order To Make Recommendations
On Accounting Practices.  To
Improve Uniformity And To
Formulate Basic Principles.

Manufacturing Operations, Income
Tax, Accounting Profession

1894/ Today:

The Institute Of Accountants In
The South African Republic

Today: The South African Institute
Of Chartered Accountants

Regulator: The Public Accountants'
And Auditors' Board (register,

Train & Ensure Discipline)

The Nature Of Accounting

To support decision making

Planning decisionsForecast

Control decisionsEvaluate results

NB: accountability & stewardship
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5. Users Of Financial
Information

1 Investor: provide capital ?Invest, hold or withdraw?

2. Creditors ? Amounts owed paid when due?

3. Employees

?Stable & profitable:
remuneration, retirement
benefits & employment
opportunities

4. Government

Resource allocation

Regulate activities

Taxation policies

Statistics

5. Management

The financial statements

Statement of profit or loss and
other comprehensive income

The financial performance for a
particular period

Difference between revenue earned and
expenses incurred = profit/loss

Predicting the capacity to generate cash flows

Statement of changes in equity

Link between statement of profit or loss
and other comprehensive income and
the statement of financial position

Statement of financial position

Reflects the net worth of the entity at a
specific point in time

Compound after the statement of P/L &CI

A.k.a. balance sheet

Balance assets with equity and liabilities

Equity: owner's contribution

Liabilities: commands owing to creditors
or finance institutions

Statement of cash flows

The ability, timing and certainty of an
entity to generate cash and cash
equivalents.

= Able to meet commitments: they
employees, suppliers, interest, loans and
distributions

Cash equivalents: short-term
investments, withdrawn at short notice

Requirement of all entities

The accounting process

Identification of transactions

Recognition of validity:
applicable?

Measurement: monetary value

Recording in accounting system

Presented in the financial
statements

Communicated to users
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