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The Conceptual framework of Financial Accounting
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Conceptual Framework Definition: Is the collection of concepts that guide
the manner in which accounting is practiced. And the recognized set of

standards is called Generally Accepted Accounting Principles (GAAP)
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Conceptual framework Components (aliall Y <l s<a
The conceptual framework of accounting consists of the

following four components:
A1) Aay ) il Sl (a0 5Sh Apaidaall (g I asalial) jUaY)
1. Objectives of Financial Reports.
Akl el Calaal 1
2. Qualitative characteristic of accounting information.
dnulaall Gl daall dae gl atliadll 2
3. Elements of financial Statements.
ALl il Q3SY palie 3
4. Operating guidelines (assumptions. Principles and
constraints).
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F Recognition, Measurement, and Disclosure Concepts ’—l

ASSUMPTIONS PRINCIPLES CONSTRAINT

1. Economic entity 1. Measurement 1. Cost

2. Going concern 2. Revenue recognition

3. Monetary unit 3. Expense recognition Third level:

4. Periodicity 4. Full disclosure The "how'—

5. Accrual s :
implementation

QUALITATIVE
CHARACTERISTICS ELEMENTS
1. Fundamental qualities
A. Relevance 1. Assets
(1) Predictive value 2. Liabilities
(2) Confirmatory value 3. Equity
(3) Materiality 4. Income Second level: Bridge
B. Faithful representation 5. Expenses between levels 1 and 3
(1) Completeness
(2) Neutrality

(3) Free from error
2. Enhancing qualities
(1) Comparability
(2) Verifiability
(3) Timeliness
(4) Understandability

OBJECTIVE

Provide information
about the reporting
entity that is useful
to present and potential
equity investors,
lenders, and other
creditors in their
capacity as capital
providers.

First level: The "why'—
purpose of accounting

Objectives of Financial Reporting (Al £3:¥) <l

1.1s useful to those making investments and credit decisions.
Ly g 4 Hladiuy) ) ) all Ls.l;_m L_,J\ AP RN |
2.1s useful in assessing future cash flow.
dabasival) dp0ail) ladadl) Hoass 8 ade 43 2
3.ldentifies the economic resource (assets), the claims to those
resources (Liabilities), and the changes in those resources and

claims.
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Quialitative characteristics of Accounting Information
dsalaall cila glaall 4o 43l Gailadll

There are two types of Qualitative characteristics of Accounting

Information:
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1. Fundamental qualitative characteristics 4xtull 4 il Lailadll

A. Relevance 4l
B. Faithful Representation cisball Jiiaill

2. Enhancing qualitative characteristics 4 il 4e il Lailadll
A. Comparability 43 all 4;ilsa)
B. Verifiability  (siaxl il
C. Timeliness  <udgill
D. Understandability gl 4L

Fundamental qualitative characteristics dsbul! e ol ailadll

1. Relevance: refers to the capacity of accounting information to make
difference in decisions. And relevance should include three sub-

characteristics (Predictive value, Confirmatory value and materiality).
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2. Faithful Representation: means that the numbers and descriptions match

what really existed or happened. Faithful Representation includes

(Completeness, Neutrality and Free from error).
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Enhancing qualitative characteristics 4 il & ol yailad

Comparability: refers to the ability to use accounting
information to compare or contrast the financial activities of
different businesses.
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Verifiability: occurs when independent measurers, using the
same methods, obtain similar results.
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Timeliness: means having information available to decision-
makers before it loses its capacity to influence decisions.
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Understandability: refers to the ability of accounting
information to be comprehensible to those who have a
reasonable understanding of business and economic activities.
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Elements of Financial Statements
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Assets @lagagall
Liabilities <t 33
Equity 4slall (3 séa
Revenues <l )
Expenses «ié g uaall

Gains sl
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Losses _sitwal)

The Four Main Financial Statements: a1 Lo ) 4Ll cild gisl)

1. The statement of Financial Position (Balance

sheet)
(A sanl) A 3aall) Ml S all (AailE) caiis
2. Income statement or (statement of profit and loss

account)
(ileadl s ~L,Y) s (i) Jaal) (i) Cais
3. The statement of Cash flow
Agal) sl (Aald) Cass
4. The statement of Changes in Owner s Equity
OSILa (3 sia &l i) (dadld) i
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Elements of Financial Statements:

Balance Sheet

4- Revenues

5- Expenses

6- Gains

Income Statement

7- Losses

Recognition and Measurement Concepts (bl g <) oY) alia

Accounting Principles 4xulaall (g il
Accounting Assumptions Al jsabual)

Accounting Principles (Constraints) 4ssalaal) (sabmll Ao (35:8) cilaaaall

Accounting Assumptions [vawloell o9 yall

1- Economic Entity Assumption s SaZBY 5 gl 28 1
2- Going Concern Assumption sy e 30 2
3- Monetary Unit Assumption GG N g 2yd 3

4- Time Period ( periodicity ) Assumption juysui % 4
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Accounting Principles VSO ES{ -\

1- Measurement Principle : (Historical Cost , Fair Value )
(ke i oy el y ol s 1

2- Revenue Recognition Principle Sy ¥l A e 2
3- Expense Recognition Principle By mally bl eV e 3
4- Full Disclosure Principle el ZLadY e 4

Accounting Principles ( Constraints )
( 33:;&1 )&13-}:&“

- Cost Constraint ( Cost Benefit Constraint)
( nmaiadlg ralsall dd gl sdses ) AalSa]l ddsee




