Intro: this Study Guide explains the meaning of a conceptual framework of
accounting & its necessity.

Conceptual framework of accounting

The Framework T 1ncludes: i
= (QObjectives, components and )
= States the concepts that underlie the preparation elements of FS =
and presentation of financial statements (FS). = Qualitative characteristics of FS
* s concerned with general purpose FS. = Measurement bases for accounting
» Is so fundamental that they apply irrespective .
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of the accounting model selected.

The framework is not itself an international acccunting standard.
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= Objectives, components, elements and qualitative characteristics of general purpose FS
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4. Capital

1 P i S

| I P o T,

In financial concept In physical concept

v v

[Is the same as the net assets or the J ES the productive capacity of the entity }

equity of an entity

Capital maintenance and determination of profits
As an entity is assumed to be a going concern, it has to maintain the capital introduced in business.
If the financial concept is followed:
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If the physical concept is followed
Any contributions from or Productive Productive
distributions to the owners capacity capacity
need to be adjusted at the end at the

of the period beginning
e of period

Why is a conceptual framework necessary?

For Assists
v \ 4
Common reference point Development / review of IAS/IFRS

[ Information about IASB's approach |

Setting national standards

Basis to resolve accounting disputes - - v -
Auditors in IAS compliance of
[ Preparation of financial statements | financial statements
Management in making judgments on Users in interpreting the statements

accounting policies or procedures

| Presenting a true and fair view |




