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Start studying Intermediate Accounting Chapter 2 Test Review. Learn vocabulary, terms, and more with flashcards,
games, and other study tools.

Economic entity 2. Explain the application of the basic principles of accounting. Conceptual Framework A
coherent system of interrelated objectives and fundamentals that can lead to consistent rules and that
prescribes the nature, function, and limits of financial accounting and financial statements. And about
economic resources and the claims to and changes in them. A company keeps its activity separate from its
owners and any other buysiness unit. Chapter 2: The Conceptual Framework 5. Money Unit Assumption.
Describe the usefulness of a conceptual framework. Cost benefit 2. Econimic Entity Assumption Means that
economic activity can be identified with a particular unit of accountability. They include objectives,
qualitative characteristics, and elements. Periodicity: The economic activities of a company can be divided
into artificial time periods. Economic entity 2. Fair Value Principle When you report the price that would be
recieved to sell an asset or paid to transfer a liability in an orderly transaction between market participants at
hte measurement date on the financial statemnets. Related documents. Enhance comparability among
companies' financial statements. Decision usefulness have to be useful to investor and creditor decisions. If a
switch is made can no longer easily compare new to old info. Periodicity Principles 1. Historical cost 2. On the
balance sheet recievabls should be shown at net realizable value. Industry practices 4. Describe the impact that
constraints have on reporting accounting information. Materiality An item is material if it makes a
differerence. If it does it must be disclosed. Going Concern Assumption Assumes the company will have a
long life. Periodicity Comparability Information that is measured and reported in a similar manner for
different companies is considered comparable it alloiws users to identify the real similarities and fdifferences
in economic events between companies.


