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Abstract

The Impact of Applying Financial Performance Indicators on

Earning Management of Public Shareholding Industrial Companies

Prepared by: Hassan Al-Abbadi

Supervised by: Dr. Mohammad Fawzi Shubita

The study aimed at identifying the impact of applying financial
performance indicators on earning management of public shareholding
industrial companies listed in Amman stock exchange. The following financial
indicators were used: return on share, return on stock holders equity, and the
current ratio. The study adopted on analytical approach by analyzing financial
reports of a sample of industrial companies, and using statistical tools to test
the study's main and sub—main, hypotheses and accordingly, data were
gathered from primary and secondary sources. The study included data of the
sample of (52) of industrial companies for a series ranging from (2007-2011).
The required data gathered were processes using the statistical package of

social sciences (SPSS).
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The results of study characterized that there is no impact of financial

performance Indicators (return on share, and the current ratio).

On the process of earning management in industrial companies listed in
Amman stock exchange. However, there was an impact of the return on
stockholder's equity on earning management of industrial companies. In line

with the aforementioned results, the study recommended the following :—

1- Focusing on mathemitcal models to discover, the process of earning

management, such as the modified Jones model.

2— A continuous review of tax legislations and lows and, in Particular, the

increased tax percentages.

3- Disconnection the Board of director's rewards with profit achievement.

4- Taking into consideration the economic and political prevailing conditions

surrounding the industrial companies.
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u,\l.u]\ Gl yall g S Al JLE\;J\
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Al Apudadl) il a5 ) 8 oald) o ) b il By b Sl o
5 mlhias 4o Bl Lo sa s Al Qg8 3 e e Ell s el diail clilesy
Schipper, ) 4 ;o (i ol &l eﬂ e OS &ua ¢(Earnings Management) Ch_fz/\
ol DA e LY 5 Dlee (k] 359 2350 Cinay ) (Jones ,1991) (1989

A Y] e s A L) LK) Claliany)

Oo el jelad (ofialll U8 e 2L 5 Jlas alaa¥) o)) el o jE) Ay ae

Aggressive Adiayl ddad (e Glase e @l zoan A clud iy Gla)
Lelyyl dwladld  (Cosmetics — Accounting) dwaill dudsdll § (Accounting)
el 8 A3y pal) g ) a0 aadiin a5 o sede euia Leaaes a5 (Creative Accounting)
st a0 ajealh W SO el daY Al A

-( Amat&Goethorpe,2005 ) i< il
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Ay U 59 aseial laliad s lae S canacdd cllid 5 353 8 SLaa¥) (S
CISEN (5 S b il Ll LSyl s LD e wad sl s ) )

s A8k 5 (WorldCom) 38 e S5l (5 58 OB (IS Cam o 2013 ko) dsallal

g Al | WY i ¥ Guagal)
oW s Y ey g 12
LY s Lle cilal 22
VA e a iy 32
LV s Y e GLIS) 55k ol 42
Aled) clleadl (e dpail) clssl  5-2
e ALY e 6-2
el e xll 72
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el Gl Ay 8 Laaladl Sl 5 5K dudlal) A8 IS 4 5 5K A, 51 (Enron)
oY) Gl el aas gl s GISHED s3a Jaad Guliall 5 (e 52 (5 S Aadea
ol 8l Cldl a5 e ) seda s cApalladl IS AN (o el ) Cansy n Lad dallad) 40
(2010 el 53) il (e aad) Slaia) Jae 2L V15 ) dlee Cimaual IS ) 53] AL
Lo 138 5 ¢ pationall i jo Appuane Lol il () s IS 80 2] Alal) o) ) il
odgd Agiiall L) A8 jeal Cigmyy il o Hlall ) ja) el e Sall (e 2l pd
odgd L) Alewy SN 238 3501 550 b jealy SN o3a (sal ALl LY
4 yua )l (Sarbanes— Oxley) dul yn 4yl saiall Y ) 6 cul€s Ll )
el y Ll sac o Al Ul Adlas (st Ay sy Al 52 5.(2002) did (SOX) (5
Ll Gl @ Aol o2 e sua dly Sl aa) @ady R Ead s
3 ga g0 S Al 5 o el mllas Alaad il 8 A CEEAYT e Abdi day (el
.(Arens.et al 2014) L‘LILu
Slo bl 2LV s )Y ddee o (SOX)o sl 138 il (sae Kpaa <l j0 <y a8
Aia o ity codnas Gl gaia 8 A HaY) 5 DSl CISE 8 Jl) Gl b sSe Al
53 AL8 datiio ) gaa i ade CalS Loy O pam 3 JaW) dashe cpal) 4SS e ol )
AN ¢ sns JaV) il cpall Caull€y edl) A (SOX) o518 8 7L Y1 5 Y daleay

.(Carter,2013) <l slaall 3 ddladl) Tase s osulaall ZLad)) Tasey
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—:Ad o) Cilaaly (3l Las Leaal i ~ U Y1 5 1Y) o sgial iy 3 530 < jaua il
midll Al Agia¥l o5 s Lexie” Ll #L Y1 54 (Schipper, 1989) <
N ol Gpealiodl (el L Ll oSl clilaad) A iy b
Ol Lppusdaall 8 Y1 e sadinall dpalail) s jaal e il alind sl ool

Mg

Gk alaaind Ll ~L V1 5 )3 4l (Securities and Exchange Commission) S e
st sl ) Y dea i) Cingy adiad) Il 2031 5 ) e 4y sl ) f g lasl) (e dibia
e

Gl Cang Gl il & aid ceda) Wy (Mulford&Conisky,2002) e L
JAS AN sl o)) e Calide g

35 s L) LS el iy sadl Ll ~L Y1 5 Y Al ( Partha, 2003) G s
Adee Va6V ade 068 o o S e e ol S i dpdae JB oy

oY) 50 Alens alall 0 el el elld g e DUl iy yail
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el ZL_Y15_3 (Michael,et al, 2007)<ie sl saal e 7L Y153 Y G,

Agsaladdl L oDl P (e dgie maidl 2LV e 5l s 3y U8 e Al
@ ey juadl J i L G e Jeaan el J 6 S e a5 G eV Jie
503 Llee s lae il 50l ey Gy sl oaally LY e a6 AT Culld
Cooatindd Jlowi Cangy AlB YL edl b aend) Gy AOAT e dde Ll 2L Y
5 ) Cudae sliae W Aals 5 48d el ey 055 8 dalias Gaail 2 8l e G 5
o5 Aglenll 038 (f By sditall il Hall mey W iy G Jufinal) 3 A8l aaal) 4S80 68 Las

.(Michael,et al, 2007) Jie 48 ) IS 5l (el

iy ¢y 5p28) 5 aad Leday el ) 5 culld e ~L Y1 50 "(2013) ¢ ae e LS
WD) e damie A8 2V Lig e S lSHED ety ) 6 sl e il
A 4ok e asii A1 amlad) 3Ua & Lan oDl Gas agin L Lpsiladl

-(Agency Theory)'
Jacl 3 )V J8 e 35 2L Y1 5 Alee oL (Asian 2010) dulag)) daldl e b e

Gmdl agnd) s o Sy el g AS AN I 1) i e Jead) i) e il 1l

AN
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5ol 5 5 el agudl flS) aaudadd 5 ) e Jlady 43 Adee’ sa oDlel 5 Sl Cay jlatl)
el g g lad 5 Jlaill 4 sl ddaal) foalie (8 405 pall 5 dpaadaall il Dlacidy 48 jiaY)
el agaliy @l 4 sl duulaall uleas didaall Gl 8l ae (e AR jlay (paudiceal
5 el s Aiiall dallae ye 5 ) seay b lelaY Al Q) & ddaal S8 Y15 sl

TV VS L VP FOR WE QR PR P ]

ZL Y e L e e Gk T anaa e Gllal a5l o g el s

s e Aty dudes JJaxt Cumy o I lee (3 8 Al Aalal) Laabsdl) S a0 3
(S 5l o3 8 Al il yall 5 2L V) il @l (201122007 ) ale (o < sias (sl
il 5 ALY (3 gin Jio ALl Couil) b yaay Jal olaY) ) pi50 Gadii B (500 48 jaag
el 2 LY e Jiay (g3 Al ) gad 5 sl (530 e e 5 Ledle T
ZLV) s clblinY) & sanes Lkl agall) ded i 5 Sl Gia g gene o ands
e ¢ asd) s candll o3l il i Ja A8 pad A A ¢ i 58 DA Lt a5 25 jadiad)
st W pgad) o dilal o Badaty e) Gl cuadd) G giad) DA 2LV 5 1Y A8 e
el VT Adast) o DU A guuad) (318 84S 5D 5 560 48 paad Rlgl) Conaill (535 23 Al 5 J gl
il slladl) e Lgiand o A gliall s g sall 48 jaay dawail) o8 w51y ) inill ade 5 a5 i

GZ\J}\M\
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o) 232 48 jaay il puall ey 2LV ils e lile dalud adll DA (e Sl
S il (g A8 55 JS1 AL gaial) iy sllal 5 A1 iall g sl o sama s Ayl BN £ pama s
s uaddl (DA Lo € A5 Ll A ) die Glat e x5 daladl dealisdl)

2LV 5 Adee el pb5al 5 canill o3gd T cllia Ja 48 jaa

LN By Ll Gilaal 2-2

el (B (B Cpaalisall 5 A< )
) clilead) g 38 al) 1-2-2

Sisal Ll sy Adall dealad) S, 8 AW ge 5 oY) Juadl Jh b

Slels dmdl g TS o3a Ly 5 Wle 5 Slatyls Jaadl e 5 JaY) uaninl KA
T ) Anti s pealinal 5 1) U (g n JAY gl Jla 3 alis )y o Gl ALY
2 gl 3 LY la adal 2l V18 )Y Alee ) 2L ) ey ala)) 8 sl 5 s
Ll Y Aawlly Fus sl £13Y) <l pie 2al ZL V) s liel (L) A e 8 A

(2006 (Juaill ) alad Pha Ly e am gLkl slac 5 Lelila A 50 ) Cangs b)Y
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dals dalias 4 LAY Y LYY 5 85 Y1 Cilaal Tsud (e aagl) 13 iy
Y il cagdsn ot sane paladl 55 oY) Gulas sliac] o b juaiie il ddua g5 33U
D3 A5a) o L Sy 5 Gpenlisall 385 oY) 28 Les aglliay Js Cpealsall Cilaal ansy

-(Michael, 2007) agd
eyl Q) 2 -2-2

5y as Gl 5 Y] Caloal aal aal sdla a8 gl (il pual Cig eae (i dlee 3

el sle gl (min ) sa e e ladl ZLY) (miids PIA e oz l¥) 5 ddeny
A8 pall A Al i) sl (et SIS g A el Ciy jlaaal (ealasd) il 5 cdy puall
Sl 5 A A0 el 2Ly ) laa o el 8 Ll Sy Las i pin 5 (S

(2013 calls o) Cpmanlsall 55 55l 55 agud) e 2 gall 5005
Jhad) (3o (o et luall g 48 5l prllicaa (3fas 3-2-2

Alal) o) gl o el Lo (s 4E ADay Ja g pe SN e e JUEY15 sl Alee

53 Adee ) Y1 (o Ll L €A S gl ra s ZL Y il e
A5l 5 )Y 5y sm o il Cangy lld g Lllal) 231 gl 8 Dabeadl #L ) il adanl ~L Y
A 238 e s 485 Gullall Gllaal Clad g S ey o Sl Bl B gl yaa
lea Gas 4S50 & LS (o selinnddl (a5 oY) il 1Y s JSE adlal 13 3335 AL

(2007 <ad s ) aga)
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iy el (Pla e A58 N ) s o S 8 (any Jesi (g Al 2al G
D e ) 13 (e il s # LY 5 dlee A e A8 sl # LY
() (5 B aged 5202009 iy Ly Il S5 s ) i of G
509 4peni Lo s g 28l 2Ll daladl Gl eV agie o) ) PIA e A e &y i 2L
Gl 8 A58 gl yra o Aliladd DA (e Gpatlsal 5 358 dalias dedl )
Clatiall Jland 5305 Jie 4nd 5 sdd e 3 3Y) CalS DA (e dgleall 038 255 Liaf 5 J 5l
33l s pendl e ad s a0 peivee ITRY LY ad ) Cangs @l el iy e A
(Jaes s e ol ) Gaealsall 345 52009, (

CLN 8 Ades adl g2 3-2
Gainal 5 )3Y1 U8 (e W32 a5 5 18Y) e Adall dealisdd) Sl KLY Juaiil ¢
Gind Ja 8 cliSay 58 e e L aty Laa 5261 PIS (e dpadidl) Lgallias dard] ~Lail
il Y) Gl A8 Al Gidd dan iy a9 3] 4 o s le pal e o Casy LY
5N Anulae 5ok Jleniald lal) Gamy b Ll Ll oY) oda Lelal (e cela
JSE G clgdlaal (3l Lgindai g A0 gl Aysadaddl ulaall y goobaddl 3 33l e 5ol
leadsas 38,0 Aad Ll 8 A Jdlse LY a0 il (e a3 5 3ok o2
A dga gy alandl ) g% ards OS5 ) Alee agh aae (o LS ALl (3) a8 adl
CSIL 355 e e JSG g Lee AS ) Aad e 53l IR ) a5 g5 )Y

.Stakeholders zlbadl Claal (e cn AV 5 (Stockholders gl dlesy (pficiall)
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S ALY s Y Alee b Al B oY) adl e el Gad ) cpaladl el o
5oy Al o8 sl Al adl sl & Dy 5 (Li and Richie, 2009) alaal

—:C\_)jy\

.(good earnings management) L ¥1 5 J3Y dulad sam ol 53 iy 1 Jg¥) ola)
5nans dald Claglee el DA (e b )31 ki 8 58S 5 Allad 310 i =Ly Y1 5 ) ¢
e il ) 5 Y Aa Jue m L V1 la s el Al i) sl 3 Jafsally (3la

( Li and Richie, 2009) e & 581 (0 (e g 55 (e

CHEEAY) 53 DA e KAl dailip dulad Al LY 5 ddee 5S 8 LS

S5 3y 39 DA e 48,0 D a1 e Jeall Jla 6 Nie S0 Ll
fo bt Janls dgie Jomy Ol il 2L A (o 5 sima o Alailaal Ll o 3 sl
Sl ) s e ) ()5S 8y el ald 55 J3Y) U8 Ge dlied Callsl
s dee o i Gl i Gl o Adle £ e 05855 Lo 5 5 Ll
L 138 5 sainay e IS LYY dla JlelsY Sal £LJL il G eVl s dls g
Hls el o LY gos o Alilaal 135 2L asas e () sa%
2013 (ol ) BaY g I 2L a5 ke sl o 5 agel) e plin) s
Pha o J Gsudl 3 agad) jras (5 sine o Laliall 5 Y] xa of Al jall 028 <l B

i )i 5 A8 ll ol Aadll e sy GlSal 4 S 2L Y1 5 dlens Leals
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.(Bad Earnings Management) =L Y1 & JaY ule L adl g0 yiimy 1 SEY ol

B U8 e Ol 2LVl daiy oDl Saexie s e Jisi #L Y1 5 )Y
LY lay (Bl Lad Al o8l (e sl g cplladl cpllaal glas DA (e gl
cdias o 5 ay) @iy Joantl il 4l il Gl 5 ) sl Adlal) 2 gl leal

.(Li and Richie, 2009 ) il Llilsa 53431 5 dals

o3 e gl (IS Ja 83580 e ale b dlee #U V15 1Y dlee o555 N

(Lt o) it clia) (P Ga bl Jleda 5 3 J2Y) Gadaal Tuali e (3iat 5 duleal)
S Al sl s Ral e Ada e i pay S Yidh Al Cllee (e A
Y b e dgealie (S0 Aladil #LYI 3a05 Ml e gaaddl (sl (acade s
5 sdinall L Al Lad s alie 0S8 K158 01 o3 8 cpaalioall G alaad ) (533 1368
65 138 s A (e S e Adeall sda il L 1Y Aaal (2010 cel e ) AS a0 28 o
iy ae el (o Ml dlle diw e SSY A g g Adda) e FLY) S 5 )
s soal Jany Lol () Jaa s 2L 2 2LV Y cpaalidd e 2L s
S, N Y We 5o Le sa s Lew oDl 5 2L ) s iS5 (o Al Adee LY

(2009 Jaea s cilime 5 ) il 5N aaus e 30l axe 5 lall oSl s gl

26

www.manaraa.com



O B &) g0 s (gals e 355 AL lid Al e g 3UY) PA e Saldl (5
oladl 50U Akl adl gal) o Aoty adl 2l L) S A gl (g (5 Gy s ol
LY A 8 e s Cogalbe 135 oL 59 ddes i jlae
rg Y B dules L) g ilal 4-2

z3sa15 (DEANGelo,1986) 73 sai Jia baaia zr Al il il 5 lld 5l oyl & e
S il b 3L Y15 Y Al GlLISY L (Miller,2007) sl 3uus 5 ( Healy, 1985)
ol 3ok ke sae Jlaadl a3 Al el Hal o g (el (R0 e i
J8 Jiadl 138 3 caadd ) z 3l (McNichols, 2000) G s Caad Cam izl N caell

2LV s e GLIESY # LA o) S a5l mgie o adiad g3~ ]

K& e zasal 13 S )5 Burgstahler and Dichev (1997) z3 s z 3l 028 (1
sy adshy Cua Aalal) dealual deliall ¢S 5l 8 (e de el 2L S g ) K3 o550
S S a5 L cabiay A S a0 o3 8 L Y1 5 e
—i ) Leauti s Aggreggate Accruals culdlaainy) Jaa) e adiad 3l =2

el G jlaial) Aol 253l ol N1 3l g5 pual) SEaia) 5 5 & jlun) colBliatiad -

Jea¥) Dlgind Aliaaia iy jal) cliiany) Je dBY)
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DA il o Lsay) Glaaiuy) 3 ki Healy (1985) zisa b 4bisl clbliaiu) —
o BB Gy ) U Jset) Jen) o Losudie linind Jleo) 4 o dima 5 58
FL NIl 2 Healy (1985) z3sadl By (s J skl anade i LaY) cildiaiu)
B Jias (Jsad) eal o Lesudia Gaia) Masl) 3lasiad] e Clodal Gk oo
Ay i e e S @ilS Ja iy shea 058 o i) Lpman <) G il i)
BTSN U RENRE R PRI RN e e 39 Lo taa s (2L 30 Adee dsms i
8 iy .l 8 2LV 5 5 als iKY (2013 callus o) AS N apdall il
Sl 8 2LV 5 Y Alee LY a5 il ) 8 Ldasid 23l S 2 sl
Alee HLialy Cudli 4l 53 (55) ey A jall o34 il Cua (MeNichols, 2000) 4 5 cae
Bl z il axiied oS Al ((55)d) e A 0 (29 ) U o G LY B

RRIRY

LoV 5 dlee (8 388 < jelil Al il )l aaf 4 (JOnes ,1991) dul ja culS sl

& iy oDl Sl jlaes FLOYI B ikl i zisen Cisele s g sasal g
aileld il 23 st cian LY 5508 paal A all n3g) il i (2013 ¢ jlag) Al 2 6l
Aggregate (4) Allea) cliliain) Al 0 o Aoy o b 2L Y1 5 1Y Ll (S 8
ol e G 4y LAY clilaaiuy) e 4 ey e cldlaaily) Jad s Accruals Models
cLagin JJaaV) Jalae Sy a gty & Gas ¢pa 3 Jlae (o 40l Cugl 4y s e Clileaiy)

1995 ale age Jawil) &5 (o aey Aali 23 5alll 13gs alaia) da )
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) &l & LS Dechow,1995) z3 sai Jaaey 4 5l s3a udli ) (JONES dand a5 (
A iz sa Al il e LY 5 Y Aglee CliS) 5 Gl Sl S uliia
758 Can LYV s Y Adee 85 )aY) Jas die Auali g4y Y e cliliaiudl jai
)Dechow,1995 & ,usl) dagiad o 7L V15 Llee (ol Jonadl 35 5m 23503 a5 s
el sf) Y1 Jea) & e (e aiad clles 2013
§ a5 jual clilaana specific Accruals (s21a.) Aise cliliaiu e e 3 =3
o b sl @l Miller, 2007 ) e 73 5a3 Jie 2 V13 dlee LESY JaY1 Al 5k
Capail) oy Cogas Alad Al Ll 8 Al lllaall (g Aol il 4l 5 Jalad) JLal
ol SIS Alainl Aai) e i) il Sl e la s o)) @l yine e
A ll s A ) Aeabisal dpeliall S il dpuladd flall f ~L Y s 8
LY 30 Aleay SN 238 oL8 A0S A8 jra DA (e (K
—rh Lad il A jee PIA e Y Al ) & # LYY 5 didee (b8 5 -
sAabadal) cllaad) (e dpakil) BN Ala 5-2
Jada Alle i sae ellia o Cua ASEN ) ) iy o3 gl b)) Sy -
(el s Jlaal a PA (e Ty ladind a5 ) EY) DA e Gl s B Leia 4S54 )
dee s Sy Lol LS ol san) 53 pal o5 285 paine e ol Gl et g YY)
Sl daal) cHEnl) A 50 de il oda B SN 5 calal e A8 A cudld N A8 )
Apail) s dlay Laa¥l G Koy dclial
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Fueliall S W sol s e el Slgw Lliia i s Al cillaal) (e
aisd) el Taaladl2009 S s Gulail cilileall e Gkl sl o i

Ll Gl ) S el (e eyl il )

daalsal) Lo liall S50 2L DU 5l A )l Adadil) s Al Aaid) o Lays

) s Ay e At ) Dbl A5 ddadil 5 juie (uldl Lgle Alaie) 5 28 (Adal
Janll 8 g ) paiad 5 38 8l Al 55080 e Jalial) g Ja¥1 5 jnmd cilal Y1 ppancl 4610
Ay g A Dna digai sibian (o sall ()50 Bana o leiialy alall ~LYI i

(2005 ¢z s 5 dayd) Gpealusddl e Bk ~b 0358

Aalal) el (e i) B lia (e sl el il o Jas ) (S L

tgemll) Al 3 s Cam e il el dey e ) s G 3 s (e 4l Jeany Lo s
lese s i) Jeay Gaaie (dd I sl (oany 8 a5 S 2L Y s o (2012
sl a5 o8 4 3l <yl i DA (e lBESIY) (i Y Sl g ¢y Jal) 5 A L)
Agsial Jpa) o 55 A Adel pe dhiil) e 4aildl @ el s axe e Al
o o ci g Gy i Aladl) Alilel) e Jaal) o S5 o @0 A Piadl g sall

.(Collins and Hriber, 2002) <Dleall (o yuall jrad s 4l <V 5ol dilee Jie iz Y)
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Jidi s i) g IS o Bl ADle dllia S Jla b ad ) A ) ol L
daleiall oyl 5 A )aY) e clilEanu) s A Hay) il o cliiai) )
gy b fa ccDleall Copuall laad 5 Al ) ) Alee Jin Lait Cona A ALY
oo Gleal) o2a Ja ) e 30l axe ae 2l 5 dlee ollia ozl ) sl
J8 (e Baexic S7LY) 5 Y Alee s Lo Cingdl 05Ky o (S lBESINT (e BiaT) aae

.(Collins and Hriber, 2002) 4. § saSh Cony 138 Y A 53

2 ey S (Oballls o 330310 o) ) 2 LY a3 i GGG i asa s
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Dl Baeia Ay yhay 2L V) e ) it Alain e 2l el S L 1Y ¢ il
1Y pgaad) o 2l £ ) s B pra 5 )30 55 ey L e pgad) o iladl IS L 5 Baesie
Slo dsanl (Kayy agdsinl cllenl) (o Gl ClEN) e agud] el Slall (5 fise Ui e
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SIS e Al llead) (e Bl sl Sla 5 pte ol sl e | S el (S
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s plaidea s g
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