33

Conceptual Framework for Financial Accounting and Reporting
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1. Provide economic information to users o make informed decisions, Ch2
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| Ok L b The Accounting Equation:
et by # ﬂ-ﬁ ) Assels=Liabilities+Ownars' Equity

Accounts on the Balance Sheet are permanent




Assels = Liabilities + Stockholders' Equity
Tharefore: Assels - Liabilities = Stockholders’ Egquity

P/M E1-7
Tolal Assels (ending)
-Total Liabdlities (ending)

Total Stockholders' Equity, (ending)

Capital Stock, (ending)
Retained Eamings (beginning)
+Met Income

-Dividends

Retained Eamings (ending)

I'otal Stockhoiders’ Equily {ending)

P/N E1-6
12/31/2010
12312011
12/31/2012
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Financial Statemeant Ralationships

Case 1 Case 2 Case 3 Case 4
40,000 75,000 50,000 |
. (15,000} (25,000) {10,000)
_——————
] . ——————1 | ——————
10,000 6,000 20,000 15,000
15,000 8,000 10,000 20,000
B,000 7,000 9,000
(2,000} (1,000} {3,000}
T, bl 14,000|
ald 7
Assels Liabiliies | Owner's Equity | OVE change 2011 o 2012
25 000 __12,000 i, G OE 14 '3 bt
79 000 a7 ,.000 k0 - +5tock issued 0 0
184,000 137,000 At teb f+Net Income < Vet H3 0
-Dividends 1] {10,000}
Change in O/E 4 |l
O/E 12531 ar=
.




