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8 - reversal in accruals
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Somayeh poorhosein
James A. Ohlson

Translator: Somayeh Pourhossein, Islamic Azad University of
Mobarakeh

The paper provides a broad discussion of the topic “accruals”. The
paper tries to develop concepts and show how theses forge tight
links across a variety of themes. Thus assets/liabilities split into (1)
cash and approximate cash, assets/liabilities and (i1) all other kinds
of assets/liabilities. Given this, one can measure the components in
the foundation equation: cash earnings + net accrual =
comprehensive earnings. The paper then proceeds to discuss how
the net accrual relates to growth in a firm’s operating activities and
investigate that it can be informative or misleading. This topic in
turn integrates with the issue of a firm’s quality of earnings and the
role of accounting conservatism. The paper assess whether or not a
period’s accrual is likely to be biased upwards or downwards. It
ends with a list of suggestions for future researches.

Keywords: accruals, cash earning, cash flows.
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