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ASSUMPTIONS ERMCIFLES CONSTRAINTS
1. Bconomic entity 1. Histonical cost 1. Cost-bensfit
2. Golng concern 2. Rewernse recogrison 2. M=erialiy Third
3, M Retary whit 3, Mataking 3. Industry practics level
4, Pariodicity 4. Fusll digelosure 4. Conservatism
QUALITATIVE
CHARACTERISTICS ELEMENTS
#Assets_ Liabiities, and Bquity
Relewa noe
Reliability E‘i:m;:ﬂm" Second level
Cornprehersie incorme
::::fw Rewenues and Epenses
5 ¥ Gaing and Losses
Ilustration 2-6
Concept ual ORJECTIVES
Framework for 1. Useful in restment
! and credit decisions
qu‘nmgl 2. Usedul in mzsessing
eparting e cash fows First lewel
3. Bbout enterprize
resouces, daimes o
resources, and .
oha TR therm L3 2 Deseribe the FASEE
auphr b efforts fo comiruel o
H

conceptual Fromenoric

A conceptual framework is like constitution that

leads the accounting system.
gs.....,l.él el > 52 Ul ) szl addimlonel) (g Rl SN

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).
t ol s S o O 55 Lewlowald L.gjlédi LHbYI
SWENYI Glaal 1)V (g 2l
ole (O)) diuld] llad) Lol jasladl (1) :s,zlﬂl S sl
UL ol 52l
(olsadly egallly (o5,a) GlieYly Lulall ol 1 I (g gzl

Level (1) Objectives of financial statements
AU o130t lual :d Y1 (g szl

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.

bl S edte (D) roligdas Lyp 4 qllli ’@\N! dldal

R e egSE ey o pettaed) odline (2) cislesNly 4l

(3) 5 iddndl Luall ol e LSV pdey ced Sl Ty

331



s ol i sl 350501 Sl Lol UUally (&slasi¥l o1, ol
Lede

accounting information AND THEIR CHARACTERISTICS
Constraints COST < BEMEFITS MATERIALITY
(Pervasive constrainl}  (Threshold for recognition}
User-specific qualities UMDERSTANDABILITY I
Pervasive criterion I : SR R
[ |
Primary qualities I RELEVAMCE RELIABILITY I
.

Ingredients ' |
o pY F?e?:l:f:we Fae:lh&ck Tinalinaas Verifiability Refp!re;enlatmnal
quslities value value | aithiulness

| |

Neutrality

Level (2) (A) Qualitative characteristics of accounting

information
1- Decision makers and their characteristics
(Understandability)
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2— Constraints: (1) Cost < Benefits, and (2)

Materiality
Laa¥l D)y dnidl o BBl 2SIl 0,5 0F (1) tdpd I ilaud
Ll
3- Primary qualities: (1) Relevance, and (2)
Reliability

i3 51 (2)5 ZeeI (1) 13t JI atliadd|

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)
dodll —0 gt L@l D) Las (1) 1dwns I yatladl ol S
S sl D WSl (), (cwldl eus i —o el Y
Lol 3 ool G Gaall -~ g

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

C)Lﬂ‘ (2) K] 33)&‘ gA.F SJJ.Z.H (1) Lju‘ ‘JASL'AAJ

Level (2) (B) Elements of financial statements
LJul ‘..51,331 rele (O) ‘;Ilﬂi S g%l
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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 5l Lede Juaoedl ¢ dlaze dldns 4oLasdl el 'J VI
le olles 5l Slusl e 220 Lo |5 e

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
olags oo Las dslail Pl e i, olewss oY
E0 Oladst i 5l d ool 52 Jilis g 50 ol olacs J3 e Ll
e Olles ol Slas 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.
g bl Y pladl sy sladdl Jyel @ Lot Y :\.4....31 la>
LS G 52 duat Tyl IS, G Lele 3l Lkl ony

4- Revenues: inflows or other enhancements of

assets of an entity or settlement of liabilities (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.
Lgus ol LAl Jpol Slealus o 35,0y wlisws Y telsl Y
ceoledd| 4G @bl miaas ol old 353 I (Laadls 1) Lgslel I
Ll blas e skl ol &lpezal 3 eald gl UL

s 5!

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.
dendl 5l J oMW (5 21 wleddazal 5l 30l B a5 1y all
colbead| 450 c@ladl a5l ke 358 I (Leads 1) @bl 50
sladdl bl e skl ol &)l enal @ 2l ‘ém oUWl sl

S S|

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.
slasel) lles oo 420 (Jo¥1 3Lo) AU G5 3 ol @ gLl
Gy lly Sl Slladdl o o SIS 2205 Lyl 5l s e
igylall e AEU Gl g s ool 555 M slacdl e 5 35l
IS ol 55

Level (3) Recognition and Measurement Concepts
SlaeYly bl eealis I (g g2l

)imluY! 5, ,4IA— Basic Assumptions (
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1- Economic Entity Assumption means that
economic activity can be identified with a particular unit
of accountability.
Lol ¥l ol gl wlblis iy o5 S 4l (525 ol a gl 5
0342 Aol Wl ol SN (e

2- Going Concern Assumption means that the
business enterprise will have long life.
a2 by ook Ll ses 0L an Gl azaNl 5 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.

oblal L )l wldl su=5 o JUI 0L S Lzl sdgll 45
1 Sl bl G a1 g g &3l

4- Periodicity Assumption means that the economic
activities of an enterprise can be divided into artificial
time periods.
Lw) ol J alasyIsladl ol ol 58 &% iysdl 4o
ay,lzel
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)iwluY! 1uldl g5LB— 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 Olua=l g b Q] i2,u W Tuw
(ilanll g2)1) el prad 5 i 3431

2- Revenue Recognition Principle means that
revenue should be recognized when (1) realized or
realizable and (2) when earned.
ol Gy (D) Lewe 51 YL Gl el e &b @x 30V SRl KW
slast we (2)5 Gameld |6 0SS
- Revenues are Realized when products (goods or
services), merchandise, or other assets are exchanged
for cash or claims to cash.
s pladl 5 (Clead 5l wladh) bl dals o ks 5l V1 Gy
Gl oUW 5l Wil g 2 Y1 J se Y|
— Revenues are realizable when assets received or
held are ready convertible into cash or claims to cash.
Al 55,00 @l ) Aedandl J e V13I8 131 Gl G 51 Y1 0,5
Lk oWlae 5l ui I Jyoild
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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.
£3 Jo5 JSay 2 1l slacdl w el 131 LSS 51 Y1 Hleel o=
Ll anlusennly ade fuasedl

s ) ol YL Ul AN 3 ,LWays of revenue recognition

— Recognition at the time of sale provides a
uniform and reasonable test.
ple IS8 b 5l 5o ol B b GIReNT 3
— During production: Recognition of revenue is
allowed before the contract is completed in certain
long—term construction contracts.
G Y Lhas I3 510 GlAeYL placdl oo 25V Les I3
JYI il b oLl olugas
- End of production: revenue might be recognized
after the production has ended but before the sale takes
place.
S gV ddas day 1YWL GIAY! S YL e sVl
el Los 05 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 (Caylall) olsgedl bl Jo jau Wl Tuw o
S dxrlhl ces Lds (wlsl 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.
Ll bl Wy 5 WSS &5l 0 g2 4L &% Lazlly 2SIl BN
Laldsuzul Lo 25

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.

341



Slhedl Jo et 26 ko (I 3500 dtmtmbbind] dutngud ¥ 0|
oS iy sl e Bd ) wandd O BI e w1 day - JSS LU
A e @ ) 0T OIS 3] g b Ay - SMie jased

3- Industry Practices means the peculiar nature of
some industries and business concerns sometimes
requires departure from basic theory.
Lot 55llly Sleliall yan dab 0 oo dbliadf Sifansme
el 4kl e U2

4- Conservatism means when in doubt choose the
solution that will be least likely to overstate assets and
income.
g 4l s gl W ke wl g (pidlg ddagdy) Badoulys
Jdlls d oVl s @ Sl Y g1 J| ells e

sl 49 b
s iy Bl 52 Ll b U 5 el e 2l ci g -1
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