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Conceptual Framework aJU| dculecl] oualill ;Y

The conceptual framework is made of three levels:
Level (1) Objectives of financial reporting

Level (2): (A) Qualitative characteristics of accounting information and (B) Elements of financial

statements.
Level (3): Recognition and measurement concepts: (Assumptions, Principles, and Constraints).
1bigius S (e (986 Arwlmall (g laull LY
JUI LY Colual :Js¥l g giud|
AW @158l jobic (0)9 cApulell Sloglaald & oull (asbazd! (1) : GLII Goiud |
(2laazlly s galdly (9,a11) BIAYTy uliall eualae :edU) G giudl

Level (1) Objectives of financial statements

adll o5l gall blaal ;oW Seiwd!

Objectives of financial reporting are to provide information that is: (1) useful to those making
investment and credit decisions, (2) helpful to present and potential investors, creditors, and other users
in assessing the amounts, timing, and uncertainty of future cash flows, and (3) about economic resources,

the claims to those resources and the changes in them.

Onpediiuall suelun (Aplat¥ly ledin¥l olylall gdseil Bugde leglae wigii ga JUI EY Slaal
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Lele L,Im laedd sl Syl el Al ldally (Aalaisyl
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Level (2) (A) Qualitative characteristics of accounting information

Azl ologdacll e ol aibazdl (1) U gorudl

Users of
accounting information

AND THE!R»;.- ARA RGSTICS

Constraints COST < BENEFITS MATERIALITY
(Pervasive constraint)  (Threshold for recognition)

User-specific qualities I UNDERSTANDABILITY

Pervasive criterion

Primary qualities I RELEVANCE . -l RELIABILITY
1 I I |
Ingredients Ll _

; Predictive Feedback Y AT Representational {
of primary Timeliness Verifiability ; Neutrality
qualities value value faithfulness

| ]
Secondary - T i Co
S I_ I Consistency

Decision makers and their characteristics (Understandability)
(e LLa)) euasbiasg 51,400 gdsie
Constraints: (1) Cost < Benefits, and (2) Materiality
Ludd) dea¥ (2) 9 daaidl o JB1 AaIS O6ST o (1) st o | ol szl
Primary qualities: (1) Relevance, and (2) Reliability
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4- Ingredients of primary qualities: (1) Relevance (a- predictive value, b- feedback value, and c-
timeliness), and (2) Reliability (a- verifiability, b- representational faithfulness, and c- neutrality)
il -z Aol AWl Aagall -0 Al eyl 1) Aae MU (1) s 1 pasliaidl il 98

Ausbindl -5 «mpall § el - sl e 8,001 1) Audisll (2)5 o(coll

5- Secondary qualities: (1) comparability, and (2) consistency
Ll (2) 9 2, e 8,08l (1) Lgsld! paibasl]

level (2) (B) Elements of financial statements

AU @) oal) pobie (o) SN Soiudl

Assets: probable future economic benefits obtained or controlled by a particular entity as a result of past

transactions or events

9 Slas e 2zl slade Jid (o Lele haiadl ol Lole Jguamdl @3 Aeims Aeldtun 2yolatdl ailic : sl
Ayl asldece

Liabilities: probable future sacrifices of economic benefits arising from present obligations of a particular

entity to transfer assets or providing services to other entities as a result of past transactions or events

dilan g5l BLAIL slade S8 (ye Al Slugad (e Lads 2polatdl a3l dlaime Aldtue Sloas :ablY

Equity: residual interest in the assets of an entity that remains after deducting its liabilities. In a business

enterprise, the equity is the ownership interest.

Lyleddl @A 8 Lple Bl dazll sdag Lae cilel ¥ g Uazdl cay sLaill Jguo! S Lozl (29 :peud| Lo
LS Bgd> dyasmy

Revenues: inflows or other enhancements of assets of an entity or settlement of liabilities (or a

combination of both) during a period from delivering or producing goods, rendering services, or activities

that constitute the entity ongoing major or control operations.

&L@Jj‘ lud 358 I (LeadS o) Ll 5001 Lgud ol slaall Jgol Slealus 9l s3,lg ladns .Y A Y POy '1
ot BLAILN LoLiad e Bylacud) ol Ayl paiul 3 ealud @ llelall of cclonsd) 2,00 cailiadl
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Expenses: outflows or other using up of assets or incurrence of liabilities (or a combination of both)

during a period from delivering or producing goods, rendering services, or carrying out other activities

that constitute the entity ongoing major or control operations.

9l el 508 M5 (LeadIS 1) lelil agantl sl Jouad (6551 Silalazeiul ol 8y0ls Sladas 2y :slig puall
oty N1 BLAAL olid e 8yla ) ol 4yl el § paablad (G ldlaadl gl ccsbonisd) 2000 cailadl auivas

Gains: increases in equity (net assets) from peripheral or incidental transactions of an entity during a

period except those that result from revenues or investments by owners.

adses B8 M Ao yls ol As,e Blaicl cldee e 4l (JouaYl Qle) LSUI Gaa> 3§ 8L; il
ML sl Letael gl sl eye Rl ells Lo (adLae
Losses: decreases in equity (net assets) from peripheral or incidental transactions of an entity and from all

other transactions and other events and circumstances affecting the entity during a period except those

that result from expenses or distribution to owners.

oo 28 Amiliy Lum s ol s ye sladell cildae e 4zl (Jgua! Qo) 48Ul Boa> § il : yilusidl
canlall e 2aldl el Lo Gl soaxe B8 M5 3LAILN (e 83501 (a9 lally &lusYly ilileadl puax
I &las g9

Level (3) Recognition and Measurement Concepts

S roleall eualin S Sorud

(dwl¥) (o 9,a11)A- Basic Assumptions

Economic Entity Assumption means that economic activity can be identified with a particular unit of

accountability.

Lulzmo old su>g IS (0 Lsbatd¥) Susgll cilblid caiyal Sy 4l Gaf Labaid¥ susgll (o8

dddxn

Going Concern Assumption means that the business enterprise will have long life.
Sdzme g digls BLALLI jae 0Ly (g Byl paia¥] oy

Monetary Unit Assumption means that money is the common denominator of economic activity and

provides an appropriate basis for accounting measurement and analysis.
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lall ol

Periodicity Assumption means that the economic activities of an enterprise can be divided into artificial

time periods.
ALl 2y s I 2obard ¥ SLAIL il Lid cpds o Sag (a2 Ayl i,
- Basic Principles of Accounting
Ll Awolxl | teoln

Historical Cost Principle means that most assets and liabilities to be accounted for and reported on the

basis of acquisition price.

foliy) claall jaud Lady Lee ¢y SlaliilYly Joua! Aad luadsl cazmy 4y (amy Audesyld| 21 T
(Aland!

Revenue Recognition Principle means that revenue should be recognized when (1) realized or

realizable and (2) when earned.

4LaIS) i (2)5 @amall W15 s o 3omzs (1) Loutie Sl COLASY] Cmy il ona 31l BlAeY

Revenues are Realized when products (goods or services), merchandise, or other assets are

exchanged for cash or claims to cash.

Sl of wadly 63 Jgua¥l éw\ 9 (loasd! ol gL;,_EJ\) alend) Jols ey bedie sl 0¥ 3asiy
Loaadl

Revenues are realizable when assets received or held are ready convertible into cash or claims to

cash.

Aot Slllae gl s ) Jagamild dlyl3 B30l A1 o) Holiwd ! Jgua¥l calS 131 Gl Yl 31,0¥1 09

Revenues are considered earned when the entity has substantially accomplished what it must do

to be entitled to the benefits represented by the revenues.
Lradid dolusiwly dde Juamill @3y JolS IS4 jmie 1oyl BLALL dipie | 131 LowdSa o ¥ )Laie | oy

(cadaill) o1, YL L8 AeY! 3,1 Ways of revenue recognition
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Recognition at the time of sale provides a uniform and reasonable test.

During production: Recognition of revenue is allowed before the contract is completed in certain

Iong-term construction contracts.
Jo¥ Algls Ll Slual § 7Y Akes IO 31¥0 BIALYL 7 Lol s 1 ¥ Blec S5

End of production: revenue might be recognized after the production has ended but before the

sale takes place.
ol Ades @035 o) b Sd9 7 Lo Ades dmy o1 WL BT Sy 2 LY e LY aa
e < > @

Receipt of cash: its used only when its impossible to establish the revenue figure at the time of sale

because of the uncertainty of collection.

aedl Ados e S1pY paie wums (S Y il adiwl wie o w¥l SBIASY! @k rudd) aMiw! s
il Joams 1uST oy W bacuadly

dictates that efforts (expenses) be matched with accomplishment (revenues) Matching Principle

whenever it is reasonable and practicable to do so.
Gl d Ll e s LS (sl al0¥1) cl3 LYl (canylall) clsgzmll dblae e at alall Tuw o

Full disclosure Principle recognizes that the nature and amount of information included in financial
reports reflects a series of judgmental trade-offs. These trade-offs strive for (1) sufficient detail to disclose
maters that makes a difference to users, yet (2) sufficient condensation to make the information
understandable, keeping in mind costs of preparing and using it. Information about financial position,
income, cash flows, and investments can be found in one of the following three places: (1) financial

statements, (2) notes to the financial statements, and (3) supplementary information.

ylae @ oladl (Soxll WSa3 &l JUI LY 3 Wsadll closlall Landsy e 8yan Jolidl 7 Lad¥! Tue
A1 a9 ceilgall cnalisell (adseiuell 18,8 Einzes (A1 H9a¥! e QK1 7 Lad¥I (1) i3S (e (ot Eus . 59aY]
5L Baladl cloglall sbal (Say Ll il Laslael 2al5s all Al loglall Jazs (2) Shae¥l ca
AW @l gall ollasde (2) 9 2 W @3lsall (1) 3l (SLeYl s (§ olyledilaa¥ly dyuaill culasaally Jsully JU

ALY ol 2leaSall claglall @slsds (3)
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(2948-clsazdl) Constraints

Cost-Benefit Relationship means that the cost of providing the information must be weighted against

the benefits that can be derived from using the information.
Lol el e 250 2aaidly ciloglall wgss WS A3l g0 s L G daailly ol addle

Materiality relates to an items impact on a firms overall financial operations. An item is material if its
inclusion or omission would influence or change the judgment of a reasonable person. It is immaterial

and, therefore, irrelevant if it would have no impact on decision-maker.
4> ol dipasans OIS 13) e il ay . JSS AW clbaatl e oran iy 3l sue I 92T Audd| doal o)

Industry Practices means the peculiar nature of some industries and business concerns sometimes

requires departure from basic theory.
Al 4 lasl e dms Ldaoes By leilly clebiall (am dands b g delivall Dlsuse
Conservatism means when in doubt choose the solution that will be least likely to overstate assets and
income.
ey
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(Statement of Financial Position) JWI 35,41 43l -1
(Statement of Comprehensive Income ) Jolad! (501 40308 -
Lol s dails -z
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