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fRE 1 Which is the best combination of paragraphs that describe the fundamental concepts of financial

statements ?

a.  Fair value is the price to sell an asset or transfer a liability, in an orderly transaction between market
participants at the measurement date. Fair value is only determined by observing prices in an active

market.

b.  The total carrying amount of equity generally equals the amount that could be raised by selling all

of the entity’s assets and settling all of its liabilities.

c.  Contributions from holders of equity claims are not income, and distributions to holders of equity

claims are not expenses.
d. Financial statements are normally prepared assuming that the company will continue as a going

concern and operate for the foreseeable future. Therefore, it is assumed that the entity has neither

the intention nor the need to enter liquidation or to cease trading.
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