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1. Beonsmic entity 1. Hstoneal cost 1. Costi-bensft
2. Galng conearn 2. Reenee resignisen 2. Mamerialiny Third
3, Monwtary unit 3. Matahing 1. Industry praction leved
4. Paripdicity 4. Full disclosure 4 Conganatism
QAL TATIVE
ACT ELEMENTS
Faleanon #ezats Ligbdies, and E:’Jh
Fliabiity E&mn ﬁ’;&‘:’;" Second levsl
E":EWW ﬂl‘l&l‘lﬁm‘aﬁi‘:ﬁ
1 Fush STy Gaing and loses
Liustration 2-6
Concept ual o BIE CTIE
Fram ework for 1. :; i [raestiment
Pt credit deeisions
Emanr:ml 2. T aosing
eporting tgure cash fous First level
3. Aot ememelse
resourees, daims to
fesounces, s ] B &
changes in thef L Z Deservbe the FASEE
chaphr iR efforts Vo comimxt &
¥ e,
1- A conceptual framework is like constitution that
leads the accounting system.
o\ pUadl sy g1 ) srwad] antylomnlonadd (g Jal , Y
2- 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.
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Level (3): Recognition and measurement concepts:
(Assumptions, Principles, and Constraints).
Pl e SN e O 980 Lwlowald (g el 5N
SUTENT Gl oVl s e
sobe (O dipwldl Slaad) Lol jasbadl (1) :g,:l:JI S sl
AP
(elsadly egsldly o5, SBlie¥ls uldl wonlie (eI (g gl

Level (1) Objectives of financial statements
UL 051421 Slal :Ja¥ g gndi

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.

LA A ek (D) ol w3 o &,JLU ’@\,YI hldal

R e e giSE etllly o pattaed) odoline (2) cislamNly 4Lkl

(3) 5 dlamdl Luadl ol e LSV paes (oSl MU
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Users of
accounting Information
Contrains TOST = BENEFITS MATERIALITY

(Pervasive constrainl) (Theesheld for recognition)
User-specilic qualitie: UNDERSTANDABILITY ]
Pervasive criteripn

1
Primary gualities RELEVANCE RELIABILITY
[ |
| | |
Ingredients § o potie || Feedback Re
presenlational

ulpm!m, e ke Timeliness Verifiabality laithiuiness MNeutrahity
qualities
e e (e
qualitio

Level (2) (A) Qualitative characteristics of accounting

1_

Decision

makers
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2— Constraints: (1) Cost < Benefits, and (2)

Materiality
LeaNl () Laidl oo B 2SN 055 0 (1) i I ilaudd
Lt
3- Primary qualities: (1) Relevance, and (2)
Reliability

15501 (2) 5 2o (1) 1dund I aliadd

4- Ingredients of primary qualities: (1) Relevance
(@— predictive value, b— feedback value, and c-
timeliness), and (2) Reliability (a— verifiability, b-
representational faithfulness, and c— neutrality)
dogdl —0 izl L@l -1 Lo (1) ds N patliad! ol oS
S ool -D L8 8.l (2)y (cuwldl el il —zs Lelr ALYl
Lsld —2 0P A @ drall -0 Gl

5- Secondary qualities: (1) comparability, and (2)
consistency

Sl () 5 B e 5,0l (1) & gl astadd

Level (2) (B) Elements of financial statements
LU o31581 Suobis () S (5 gl
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1- Assets: probable future economic benefits
obtained or controlled by a particular entity as a result
of past transactions or events
ke 8 kol sl Lgede fuaoedl ¢ dlaze Al 4oLzl b AW
Bl Olles 5l Sldat e 386 olias |3

2- 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
oligs e Las dolail pU e il olewss ol
&Uobbﬁwﬂdrpldﬁﬁ&thgjﬁ-\au.:lamc},zy@u
Gl Olles ol Slusl e

3- 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.
A SN gl an sLadll Jgol 3 adl ay gl Lo
LS By et Dl OS,201 3 Lgde Glay deadf ol

4- Revenues: inflows or other enhancements of

assets of an entity or settlement of liabilites (or a
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combination of both) during a period from delivering or
producing goods, rendering services, or activities that
constitute the entity ongoing major or control
operations.

Ggmd ol AL Jpol Slanbus Sl B35l wlBE s teilsl Y
RCAPRES NG cpladl pal 5l odund 353 I (Laads 1) Lgslel 1
Ll blas e s bl ol &lpetal § ol g UL
o

5- 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.
Al 5l J oW (6,5 wledsetal 5l 3yl wlibws Y tli g pall
colaad ] b cpladl aal ol pded 558 I (Laads D) bl 3L
sladdl bl e 5 ladl o) &)l penal & Y ‘_éjl Ul
ey

6— 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.
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7- 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.

slacel] wlles o 42U (J oVl BLo) AU G s 3 ok @ Sl
G5y SlumYly Slladll pon o SIS 22Uy Ll Sl s e
iy lall e U Gl g ot eads 550 I sl e 5 S5l
DM Sl 955

Level (3) Recognition and Measurement Concepts
Sl ieViy el pealie eI g grdi

)il o4 ,81A- Basic Assumptions (
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1- Economic Entity Assumption means that
economic activity can be identified with a particular unit

of accountability.
ialeas ¥ el oIl lblis Ciy a0 S5 6l a0 aladVI sus- Q)1 0 3

Y
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2- Going Concern Assumption means that the

business enterprise will have long life.

342 by Jusb 2l es 0 gr Bl aze¥l 5

3- Monetary Unit Assumption means that money is
the common denominator of economic activity and
provides an appropriate basis for accounting
measurement and analysis.
oblil) G Il ol Bamy a JUI 0L (gmy Guidl Sus- gl 5 5
B! Jolowtly bl G a1 pa 5 3Lyl

4- Periodicity Assumption means that the economic
activities of an enterprise can be divided into artificial
time periods.
ey @l JI olaslsladl lblsy s (S @x sl B
dylee!
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)iwlaY1 iuldl ggsluB— Basic Principles of Accounting (

1- Historical Cost Principle means that most assets
and liabilities to be accounted for and reported on the
basis of acquisition price.
bl 3Ny JaeVl dad Oluzsl g ail ] i2,U A Tuw
Calaall gole) elladll ot Gy L 3V

2- Revenue Recognition Principle means that
revenue should be recognized when (1) realized or
realizable and (2) when earned.
sl G (1) Lo 51,V GBlaeYI g al gm 312YL SLis Y1 e
wlust e (2) 5 Gasl) LB 055
- Revenues are Realized when products (goods or
services), merchandise, or other assets are exchanged
for cash or claims to cash.
s gladl 5 (Glead sl wlad) wlell dals o Lk 5 N1 Gy
Lol Ul ol wadl 5N J sV
- Revenues are realizable when assets received or
held are ready convertible into cash or claims to cash.
sl 554 G o) dadzadl Jso NI cols 131 Geatl] S 51 N1 00
Lk Wae ol W5 (I o goeil]
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- Revenues are considered earned when the entity
has substantially accomplished what it must do to be
entitled to the benefits represented by the revenues.
Fa Jols IS8y e Islul sLadl @ el 131 LauiSa 51 Y1 Lael o
Leaid asliseral g ade Juasedl

) 23 s, YG GlaeYI G bWays of revenue recognition

- Recognition at the time of sale provides a
uniform and reasonable test.
ple SR 5 il 5o el Tl e Ol Y e
- During production: Recognition of revenue is
allowed before the contract is completed in certain
long—term construction contracts.
G Y Lhas I3 51V SRV placdl o 28V Les I3
JV b sl oluges
- End of production: revenue might be recognized
after the production has ended but before the sale takes
place.
SNy gV Lles day VL BIReNT S :Gl:nll o Pl day
el Ao o5 01 43
- 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.
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3- Matching Principle dictates that efforts (expenses)
be matched with accomplishment (revenues) whenever
it is reasonable and practicable to do so.
SEYL (Caslall) ol gl Ll Jo jeu WU s of
S ] s Lds (@it 5 YD

4- 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.
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1- 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.
Gl wloglall gy 35 AASS Bl 50 o 6l (55 Daiedly AU BN
PAREEIN P E 3

2- 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.
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3- Industry Practices means the peculiar nature of
some industries and business concerns sometimes
requires departure from basic theory.
Lehad 5l loliall an dacb 0L g PPYHIVN A YWY
el &kl e uE

4- Conservatism means when in doubt choose the
solution that will be least likely to overstate assets and
income.
Gt Gb s gl W we wl g (idlg dlaud) Badouly
J5 il Jpe ¥l i & S Y gl ol ells L
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