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 The resources being assigned in annual budget of Iran for implementation of the civil 
projects and plans are focused on independent account of capital asset acquisition cash. 
Providing high quality financial information declined the information asymmetry 
between the management and investors and reduction of agency costs. Despite these 
benefits, it is expected that the companies in the absence of any information disclosure 
costs chose the highest quality financial information. The present study aimed to review 
the effect of accounting for capital asset acquisition on the quality of financial 
reporting. The present study evaluated capital asset acquisition as independent variable 
and financial reporting quality as independent variable. The study was descriptive-
correlation and it was applied in terms of aim based on the field and library studies. The 
study population of the study was financial managers and auditors of all the offices of 
Lorestan province (30people) and the study population was 30.  The questionnaire of 
capital asset acquisition and auditing reporting quality based on researcher-built 
questionnaire (Cronbach’s alpha was 0.826) were collected and its validity was proved 
by the lecturers. The collected data was reviewed by SPSS software and t-test and 
regression test. The results of data analysis showed that accounting for capital assets 
acquisition affected the quality of financial reporting. 
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INTRODUCTION 
 
 The accounting procedures are changed considerably for a long time but the final aim of accounting as the 
information needs of the users of accounting services was not changed. In other words, concepts, principles and 
underlying procedures on present performance of accounting reflect the needs of different groups using 
accounting information over time. The demands, needs and requirements of users are varied and determine the 
type of information that should be presented to be the basis of judgment and decision making. The different 
groups using financial information with different relations with their commercial department require different 
information. Financial reporting is beyond the financial statements thus being familiar with the concept of 
capital assets and the effective factors and financial reports are of great importance. 
 
Statement of problem: 
 Financial resources of capital asset acquisition as called civil cash are applied in capital costs and the aim of 
spending these resources and creating fixed assets is including purchase of machineries, equipment's and 
construction of the buildings and installations. Generally, the resources being assigned in the annual budget and 
is focused on independent account of capital asset acquisition money. The independent account for each plan or 
project is continued during the issuance of legal certificate for its implementation or the project and is continued 
to the end of the period. In annual budget of Iran, separate credit is considered to acquire capital assets and 
based on (Q, m, A), (Q, b, b). The required money to pay the costs is predicted separately. To implement the 
civil projects operation in accordance with article (24 Q, b.b). 
 After the ratification of budget law and its declaration to the execution systems, the mentioned systems are 
obliged to formulate the agreement of civil credits with the planning and budget organization in article 
19(q,b,b).In civil plan agreement, the credit amount of the plan in budget year and its estimation for the next 
years, justification report of the plan, the duration of the plan, place of plan and the projects are determined as 
separately based on costs items, plan implementation method (contract, trust or trust-contract). The approved 
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credits of civil plans are ratified for three aims as (1-Purchasing goods, 2-Study and research, 3- Construction of 
installations[1]. 
 The quality of financial reporting is the accuracy of the reported data for better explanation of the company 
operation. The information of cash flow of the company is the favorite information of the investors. This 
definition of the quality of financial reporting is in accordance with the definition of accounting standards board 
as stating that one of the aims of financial reporting is informing the credit providers and potential investors to 
help the logical decision making and evaluation of expected cash flow of the company [2]. 
 Financial reporting is beyond the financial statements and other information tools as the report of the board 
of directors; periodical reports and internet information are included. Financial reporting is not only a final 
product and it is a process consisting of some parts [3]. 
 The study question of the present study is: How accounting for capital asset acquisition affects the quality 
of financial reporting? 
 
Keywords and abbreviations: 
*Capital assets acquisition: 
 “Credit is the definite operation and services being implemented based on justification, technical and 
economic and social studies by the execution system at definite duration to fulfill the aims of five-year 
development plan as fixed investment or the study to create capital asset and the required resources are provided 
via the credits of capital assets acquisition and are divided into non-profit and profit [4]. 
 
*Assets: 
 Some items with debtor residual being transferred to the next period based on accounting regulations (on 
condition that it doesn’t indicate the negative residual associated with the debts) and it indicates the rights on 
property, acquired values or expenses for producing property and the items related to future. Thus, installations, 
accounts receivable, stock and transferred expenditures to the future periods are classified as asset in the balance 
sheet 
 
*The quality of financial reports: 
 The quality of financial reports is considered as the accuracy the financial reporting transfers the 
information about the company operation namely the expected cash flow of the company to inform the investors 
as fairly [4]. 
 
*The basic financial statements: 
 It is the main tool of financial reporting with general aims to the people outside of a commercial 
organization of the set of reports that is called financial statement [5]. 
 
*Financial ratios: 
 Financial ratio is the math equation between the denumerator and numerator and the figures in balance 
sheet and profit and loss account [6]. 
 
Study purpose: 
 The general purpose of the study is the investigation of the effect of accounting for capital asset acquisition 
on the quality of financial reporting. 
 
Study question: 
 Does accounting for capital asset acquisition affect the quality of financial reporting? 
 
Study hypotheses: 
 The accounting for capital asset acquisition affects the quality of financial reporting. 
 
The study model and the method of variables measurement: 
 
  
 
 
 
 
 
 
 

The quality of 
financial 
reporting 

The capital 
asset 

acquisition 
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Study variables:  
 
Table 1: Study variables. 

Dependent variable Independent variable 
The quality of financial reporting The capital asset acquisition 

 
MATERIALS AND METHODS 

 
Applied study:  
 The present study investigated the capital asset acquisition and the quality of auditing report in 
Technical&Vocational Trainingorganizationand its aims is development them in the required organizations and 
it is applied.  
 
Descriptive-correlation study: 
 It defines whether there is a relation between study variables and if it is how its scope is and it is in 
correlation study and as it evaluates the quality of auditing report in the organization and describes it is 
descriptive design. The present study is descriptive-correlation design and by the existing data, the causal 
relation between the independent and dependent variables are studied. 
 
Study population:  
 The study population in this study was financial managers and auditors in the offices of Lorestan, 15 
financial managers and 15 comptrollers. The reason of selecting the financial managers and comptroller: It is 
due to the content of the study and questionnaire requiring data given to these groups.  
 
Table 2: The name of the studied organizations. 

The number of 
comptroller 

The number of 
financial managers 

Dimension NO 

1 1 Technical&Vocational Trainingorganization main office 1 
1 1 Civil registry main office 2 
1 1 State organization for registration of deeds and properties main office 3 
1 1 Road, urbanization and housing main office 4 
1 1 Social security and labor main office 5 
1 1 Industry, mine main office 6 
1 1 Endowment and Charity Affairs Organization 7 
1 1 Schools renovation office 8 
1 1 Environment main office 9 
1 1 Education department main office 10 
1 1 Economical and asset main office 11 
1 1 Justice main office 12 
1 1 Forensic medicine main office 13 
1 1 Islamic guidance and culture main office 14 
1 1 Meteorology main office 15 
15 15 Sum 

30 Total 
 
Sampling and sample size method: 
 To estimate the sample size, the study formulas were used. One of the study methods being used to 
determine the sample size is Cochran’s formula [7].  

 
t=Z the size of variable in natural distribution (normal distribution about Gaus curve) being extracted of the tab 
le in the probable level (1.96) and sometimes instead of t, z is used. 
P-The percent of attribute distribution in the society, the ratio of the people with the studied attribute as 0.5. 
q-The percent of people without this attribute in the society (1-0.5-0.5) 
d-The difference of real ratio of attribute in the society with the estimation of the researcher for that attribute in 
the society and its maximum value is 0.05 and sampling accuracy depends on it. 
N-Studied sample size 
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 Based on the above formula, the sample size was 28 people but due to the low number of the total study 
population, the total population was as the study sample and the questionnaire was distributed to the total 
number as 30 people. 
 
Data collection: 
 For data collection, library and field study were applied. 
 
Study scope: 
 The study scope from time, place and subject was as following: 
 
Subject scope: 
 The study is about capital assets acquisition and its effect on the quality of financial reports. 
 
Time scope: 
 The times cope was from Mehr 2012 to Esfand 2012 
 
Place scope: 
 The place scope of the present study was all the main offices in Lorestan. 
 
Data analysis: 
 For data analysis and the study of the question, SPSS software was used and descriptive and inference tests 
based on data and variables were used as two sections: 
1- Descriptive statistics: Frequency, mean and standard deviation and variance 
2- Inference statistics as normality and regression test 
 After the full calculation of the variables in Excel, the data were transferred to SPSS software that study 
processes and tests are done. 
 
*Kolmogrov-Smirnov (K-S) tests: 
 This test was applied regarding the review of the claims raised about the distribution of the data of a 
quantity variable. For regression analysis, at first normality of variables was reviewed by K-S test. 
H0=the data followed normal distribution 
H1: The data didn’t follow normal distribution 
 If the significance level is above 0.05, it shows that the observed distribution is related to theoretical 
distribution. In others, H1 is rejected and H0 is supported, the data didn’t follow normal distribution. 
 
Hypotheses analysis: 
a. The study of the normality and homogeneity assumption of the variables: 
 As the normality of the variables leads into the normality of the model residuals, before the fitting model, 
its normality is controlled.  
 
*Normality test of capital asset acquisition: 
H0, H1 of normality test: 
H0: The distribution of capital assets acquisition data is normal. 
H1: The distribution of capital assets acquisition data is not normal 
 To test the above hypothesis, Kolomogrov-Smirnov test was used. If significance level is lower than 5%, 
null hypothesis at confidence level 95% is rejected. 
 
Table 3: The distribution of normality in the society for capital asset acquisition. 

Significan
ce level 

Kolmogrov-
Smirnov 

The maximum 
positive deviation 

Absolute value of the maximum 
SD 

SD Mean N Variable 

0.804 0.642 -0.101 0.117 5.75 54.5 30 Assets 
acquisitions 
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 Based on the values in Table 3, as significance level for capital asset acquisition was above 5%, null 
hypothesis, the normality of the variable is supported. (Significance level of 0.804 was above 0.05). The data of 
this dimension had normal distribution and to use parametric tests, regression test to create relation between the 
relations is used. 
 
*The normality test of the quality of auditing report: 
H0, H1 of normality test were: 
H0: The distribution of the data of auditing report quality was normal. 
H1: The distribution of the data of auditing report quality was not normal. 
 To test the above hypothesis, Kolomogrov-Smirnov test was used. If significance level is lower than 5%, 
null hypothesis at confidence level 95% is rejected. 
 
Table 4: The distribution of normality in the society for auditing report quality. 

Significance 
level 

Kolmogrov-
Smirnov 

The maximum positive 
deviation 

Absolute value of the 
maximum SD 

SD Mean N Variable 

0.179 1.098 -0.140 0.200 5.3 50.2 30 auditing report 
quality 

 
 Based on the values in Table 4, as significance level for auditing report quality was above 5%, null 
hypothesis, the normality of the variable is supported. (Significance level of 0.175 was above 0.05). The data of 
this dimension had normal distribution and to use parametric tests, regression test to create relation between the 
relations is used. 
 
b. Mean test of t-test: 
*Mean test of t-test for capital asset acquisition: 
 
Study hypothesis: 
H0: The mean of capital asset acquisition score ≤median 
H1: The mean of capital asset acquisition score >median 
 
Table 5: Mean test of a population for capital asset acquisition. 

Test value=3 Dimension 
Confidence interval 95% Mean difference Significance level Degree of 

freedom 
t-statistics  

Capital asset 
acquisition 

Upper bound Lower 
bound 

53.65 49.34 50.5 0.000 29 48.98 
 
 Based on Tab le 5, significance level was close to 0.000 lower than 0.05 (sig <0.05). This means that 
median of capital asset acquisition had significant difference with 3. Based on the values of upper bound and 
lower bound as positive, this dimension in the study population was high and H1 is supported. 
*Mean test of t-test for auditing report quality 
 
Study hypothesis: 
H0: The mean of auditing report quality score ≤median 
H1: The mean of auditing report quality score >median 
 
Table 6: Mean test of a population for auditing report quality. 

Test value=3 Dimension 
Confidence interval 95% Mean 

difference 
Significance level Degree of 

freedom 
t-statistics  

Auditing report quality Upper 
bound 

Lower 
bound 

49.179 45.22 47.2 0.000 29 48.77 
 
 Based on Tab le 6, significance level was close to 0.000 lower than 0.05 (sig <0.05). This means that 
median of auditing report quality had significant difference with 3. Based on the values of upper bound and 
lower bound as positive, this dimension in the study population was high and H1 is supported. 
 
Regression test: 
Hypothesis test: The accounting for capital asset acquisition affected the quality of financial reporting. 
H1, H0 are as following: 
H0: There is a correlation between accounting for capital asset acquisition and the quality of auditing report 
quality. 
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H1: There is no correlation between accounting for capital asset acquisition and the quality of auditing report 
quality. 
H0:    P=0 
H1:    P≠0 
 
Table 7: Variance analysis of hypothesis regression. 

Model Sum of Squares Degree of freedom Mean F statistics Significance level 
1 Regression 246.66 1 246.66 12.157 0.002 

Residual 568.134 28 291/20   
Total 814.8 29    

 
 Table 7 shows the regression variance analysis to review the linear relation between two variables. 
According to F=12.157 and significance level 0.002 lower than 0.05 (0.002<0.05), at α=0.05, there is a 
significant relation between dependent variable (auditing report form) with independent variable (capital asset 
acquisition accounting). Regression showed the changes of dependent variable (DA) and via the independent 
variable (capital asset acquisition) is determined. Residual showed the changes of dependent variable (DA) 
being determined by other random factors. 
 
Table 8: The coefficients of regression. 

Model Non-standardized coefficients Standardized coefficients t-statistics Significance level 
 B Std. Error Beta 2.839 0.008 

(Constant) 22.596 7.960 0.550 3.487 0.002 
Audit report 0.507 0.145    

 
 Based on Table 8 in column 8, constant, independent variable, respectively are shown in regression 
equation and this equation is as: 
Y= 22/596 + 0/507 Log X 
 
Conclusion: 
The general evaluation of the results of hypothesis test: 
 As the tables of this test are including regression variance analysis to study the linear relation between two 
variables, according to F=12.157 and significance level 0.0002 lower than 0.05 (0.002<0.05), at α=0.05, there is 
a significant relation between dependent variable (audit report form) with independent variable (accounting for 
capital asset acquisition). Indeed, accounting for capital asset acquisition affected the form of reporting and 
these two variables had relation. As the value 0.002 was positive, the effect is direct. 
 
Some recommendations based on the results of the study: 
 In total main offices of Lorestan, we found that accounting for capital asset acquisition affected the quality 
of financial reporting and the managers and planners were proposed to develop accounting for capital asset 
acquisition via holding educational courses especially for accountants to increase the quality of financial 
reporting. 
 
Some recommendations for future study: 
• There are a few studies regarding accounting for capital asset acquisition, so man studies can be done in 
future with accounting variables. 
• This study can be done with the same variables and dimension in other provinces in Iran and compare the 
results. 
• It is recommended to do the study in the organizations separately and in conclusion section, the effect of the 
variable and dimension on audit reporting quality is considered and high or lower effect reason can be 
mentioned. 
 
The study limitations: 
• As the study population of this study was all the main offices in Lorestan, the researcher had difficulty with 
distributing and collecting the questionnaires. 
• This study was a field one by questionnaire and the researcher should distribute and collected the 
questionnaires himself and he referred to these offices frequently.  
• As research works are not taken into attention considerably in Iran, some of the staffs answered the 
questionnaires reluctantly. 
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