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Entity Unit Assumption:

as the name indicated, the business is a separate and distinct from
its owner(s), which in effect means that the entity accounts and
finances are totally separated from the financial of owners, and the
business is treated as a person by itself.
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Going Concern Assumption:

meaning that the business is going to be operated for non predefined
period, in other words, there is no ending date for business li
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Time period assumption:
meaning that business profit or loses are measured on timely basis,
for example one year, six months, 3 months.
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Monetary unit assumption:
meaning that the business should have one money unit to record its
transactions, for example U.S. dollar.
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Historical Cost:

Financial statements report companies resources at an initial
historical or acquisition cost. Let's assume a company purchased a
piece of land for $1 million 10 years ago. Under GAAP, it will continue
to record this original purchase price (typically called book value)
even though the market value (referred to as fair value) of this land
has risen to $10 million.
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Full Disclosure:

Under the full disclosure principle, companies must reveal all relevant
economic information that they determine to make a difference to
their users. Such disclosure should be accomplished in the following
sections of companies’ reports:

* Financial statements;
* Notes to financial statements;
« Supplementary information.
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Consistency:
meaning that the business should use the same accounting techniques,
as change of methods used could change the outcome.
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Conservatism
Financial statements should be prepared with a downward measurement bias.

Assets and revenues should not be overstated, while liabilities and expenses should
not be understated.
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< definition

A privately held company, private company, or close corporation is
a business company owned either by non-governmental
organizations or by a relatively small number of shareholders or
company members which does not offer or trade its company stock
(shares) to the general public on the stock market exchanges, but
rather the company's stock is offered, owned and traded or

exchanged privately. More ambiguous terms for a privately held
company are unquoted company and unlisted company.

A public company, publicly traded company, publicly held company,
publicly listed company, or public corporation is a corporation whose
ownership is dispersed among the general public in many shares of
stock which are freely traded on a stock exchange or in over the
counter markets. In some jurisdictions, public companies over a

certain size must be listed on an exchange. A public company can be
listed (listed company) or unlisted (unlisted public company).
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Bond:

A bond is a fixed income investment in which an investor loans money to
an entity (typically corporate or governmental) which borrows the funds
for a defined period of time at a variable or fixed interest rate. Bonds are
used by companies, municipalities, states and sovereign governments to
raise money and finance a variety of projects and activities. Owners of

bonds are debtholders, or creditors, of the issuer.
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Par value or face value:
In bond investing, face value, or par value, is the amount paid to a
bondholder at the maturity date, given the issuer does not default.

However, bonds sold on the secondary market fluctuate with interest

rates.
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Interest Rate:

Interest rate is the amount charged, expressed as a percentage of
principal, by a lender to a borrower for the use of assets. Interest rates
are typically noted on an annual basis, known as the annual percentage
rate (APR). The assets borrowed could include cash, consumer goods,
and large assets such as a vehicle or building.

Coupon Rate:

A coupon rate is the yield paid by a fixed-income security; a fixed-income
security's coupon rate is simply just the annual coupon payments paid by
the issuer relative to the bond's face or par value. The coupon rate is the
yield the bond paid on its issue date. This yield changes as the value of
the bond changes, thus giving the bond's yield to maturity.
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Maturity Date:

Maturity date is the date on which the principal amount of a note,
draft, acceptance bond or another debt instrument becomes due
and is repaid to the investor and interest payments stop. It is also
the termination or due date on which an installment loan must be

paid in full.
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A bearer bond is a bond or debt security issued by a business

entity such as a corporation, or a government. As a bearer
instrument, it differs from the more common types of investment
securities in that it is unregistered — no records are kept of the
owner, or the transactions involving ownership. Whoever
physically holds the paper on which the bond is issued owns the
instrument. This is useful for investors who wish to retain
anonymity. Recovery of the value of a bearer bond in the event of
its loss, theft, or destruction is usually impossible. Some relief is

possible in the case of United States public debt.
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< Musharakah

Musharakah is a joint enterprise or partnership structure with profit/loss

sharing implications that is used in Islamic finance instead of interest-
bearing loans. Musharakah allows each party involved in a business to
share in the profits and risks. Instead of charging interest as a creditor,
the financier will achieve a return in the form of a portion of the actual
profits earned, according to a predetermined ratio. However, unlike a
traditional creditor, the financier will also share in any losses.

Musharakah plays a vital role in financing business operations based on
Islamic principles, which prohibit making a profit on interest from loans.
For example, suppose that an individual (A) wants to begin a business but
has limited funds. Individual (B) has excess funds and wishes to be the
financier in musharakah with A. The two people would come to an
agreement to the terms and begin a business in which both share a
portion of the profits and losses. This negates the need for A to receive a

loan from B.
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