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ccntrled by Srm due to past ransactcns

= Ampets gre initially recordied 3t cast and laber revaboed
doramaard for Wsage (oreduct oost, revenue peneration, =bol,
warape [doss not resulk in soecific benesy, is penod expenoe),
arel Dhsclescencs (decredaton)

Liakality |5 3 chim on an entty's assats

n Fecomnioed when (1] @ embodies fubune sacrifice of socnomic
bemiefits, & (2} entity Bas Inthe o no disoretficn to avoid saorifices
Changes invsluation of assetsTablites lead 1o mins & osses of
charedholde=' mguity

Starsholders’ Equity - shows funds covmars have provided AMD
in paralbell cramers” claim cn all assets in axcees of thome
requiresd o meet credibor's daims

n 7 tvpess Comtributed Capital (ash contrituobed by comers]
Fetained Eamings (cumulative asrnings not oaid s dridends]

Cescrease (Db} | Incresss OCredit]
Exoanses | Smvmroms
Diwidends | Capiial Stock
Methods of computing cash flow from operatons
Darect Method - List sowrces of wses of cash dinactly
Indwect Method - Feccnoles net noome to cesh flows from
aperations by adjustng net income for nancash inoome
siab =M et compa nenks
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A= I+ Nf

Gzt + Gl L= L# LL + BE

A Cmk+ A0 ALd= AT+ ALEL v A8F

A dashs A5E - ddd - AL+ AL - dLd
ALTH AN - AR A - LA IR ALY
LT A I R T, S 3 I I

(F e F [ F
O A = Depredaicn & Ameorsiaton | Ch=cormant asset

L Ambcng-berm et AWCwST4- 20, | ASE=AOCHS-ON
T T b - A HD B,

" Cash Change Equation - Direct Methed
A Cash = Cavk Recelved (CR —Cash Paid ¢/CP)
CR= R A Adwance = A AR
CF fe supplier=COGOST A AP - A Prepaid

L O e pevernmeni= Fae Ecpense + A T paoidsle

samglz Ealance shest

Lisk- Shartebla ABC Como Balanos Sheet - 90 34, 2040
o = Urtrs + Ermsty ) AESETS
Current Aseets [not abesys neoessary o put into ES)
= Tk = ';.I-\.d.l'i- Ed‘l
Aasts . =uird e | ey
(I R LD oy b Fariag Acoounts Recevable
Mon-current Assets (not sfways necesary to pot imbs B5)
[¥=TE B d i Preperty, Plant, ard Ecuipmert
Lopral - Parked LIABILITIES AMD 54 &SERCLDERE ECUITY
- . Current Labilities: [not abesys necessary to put into ES)
i Lk E [msiig Byt | Aocunts Fayskle
= e Capinl F lf":.r.f +f-l-'-' e N ] koncurrent Lisbilties (not shsays necessary to pot inhs B3)
L » Morgare Fayable
Rezzined Earnings: B + Mes Income - Dridend = EE Total Liskiitme
ALTTUE ACOINENZ 3 Eharebcldars” Equiy
Revense RecoEnmon Creers Commmicn Stock
= Firm has prowided all, o most of. the s=rsices it expacts bo prowvide Retzined Eamingzs
* Firm has recefved cash or some other asset (e.r- recsivables) whicss Total shameholders” Equity
Gehr-agquvalent value tan be mezsured with ressorable precsion: | Ipliakiities sod sharshokiers’ Eguior
Expesse Fecognion Crigeria - Whan £ of the 2 stuabons coours: Samgle moome Statement
1) redafed revenwes are recoenized {matdhing princcle) - g COGE5 —
2 if difficuk fo match wy' revenue, then when seense & inoerned (e gl::u:, o her 31, 2000
when sssets are consumsd] [Expensing rule]—=.p- pericd cost, bax, -
inferest salaries
Th=mnt trizperad-dowmasnd revaliation of assats (loes recoEnition kel E:':::TEMH'E
CDOES
- Salary Sxpense
Rent EEpEnsE
Cazh that you recsived in Cash that wou will bg
the past bt is nat recaive in the furture, Deorecnoon Expense
necopnized as revenuetill Bt is recognized a5 Inerest Expense
naw- Fuliilled kaibiy FEVETILE NTH- Income before income Sax
(e-x- subsoription Uncollected assat (e Erovigian for incoma taas
imberast reoshaiie] Samt [nzzma
i kioha: Drnidends am not usad inthe calioelsbion of Met Income)
Thi i Emrin the il == i ioha: Whian preparing 15= dosa the rey and exp scocunts By
v uﬁmﬁﬁﬁﬂ:‘t |n'H1-|: m‘mh-p:'gr transferring their balances S0 Aetined Eamings [& BE soocunt)
recogmice 35 mxpenme Tl FECOZNDE MOA 35 Flows
naw- Consumed asser expense. Unmaid labiiy e Sampte Statemear of Cash
ez precaid rent or {e-z- salaries and bonus erm
Operating Actrerties (Mote: Met cash from cpersfions = Cash reosieed
from sale of zoods - cash paid for cpersE
Gainslosses ve. Revenmes EXpEnses .Adl:li:isnm e g o)
Gains incresse net assess and also incresses income, Bt is not pars of et imoome, Deprazizion, s x
tore cperatons and thenefone is not revenue L fmbrsesimne
Cimilarty losses decreases net assets anad nefincome, but is not partof B TEIoTT IR FEID oo (ATt 2!
core cperaticns and thenefore not part of EXpEnses bpmt s from operaties 1
Ceher Revenue Reocpeition Methods Imvesting Actiwities [Mote: Met cash from imeesting, actvites = cash
Feroenitage-of-completion method received from salke of imeestments and FPE - cash paid fior acguisition
Complebed Conbract Me=tcd of mvesmenss and FRE]
Income Recognition after “sale™ Finamcing Activitgies {Note- Mt cash from finandng activities = Cash

= Lone-term sernices or pavments-peform substantal sarvio= bd recor
a Instalmert method - rey and =oo recopnised as cash collected

= Cost recowery first method - Revand Exp recognized 35 o

raceived from issue of debe or capital shock - cash paid for dividerds
anid e-wocuisition of dekt or cpital stock)
Cash amd cash equralents, end of period




 ASSETS ACCOUNTS

Motes Receivabbe: amount dus from others towham
firm bas made 3 kan or erended oedit

Inizrest Receivab ke Ine-est coved to firm B'c of
nassape of Eme, but firm bas nct mliect=d-
Advances to Supplier payment that thefim made in
advanceto suppler for soods or services to: be
receivad |zber

IrFEstmiEnes in securities: bonds or stock that firm
olars to hold for mone tham 1 vear

Aooumulated Deprecdation: contra soosunt
subtrectesd from aoguistion cost of long-term azoet
Goodwill: When s fim soguires anctherfim, the
myress purchase orice oeer “assete-iakifbes™
LLSEILITY &CCOUINTS

Kotes Payable: curs=st liskilty

Irecoomee ook Fawaiblie: moomee o that's besn
acmumubted but unpand

Cefered Income Tax: noome tan that ane deboesd
bevend current aomusting sericd
SHARERCLDERS' ECHITY ACCOUNTS

Addrional Paid-In Capitak ssets mmosived dutine
Bsuanee of siock that are I ooess of sarvalue-
Coreributed Capial - comman stook ot par valus

v Epll oot costing $2K for 53K
Cr Cash jor other seset orboth)  S00G

Cr Salas Pavanue apoc
Cr 0355 00
Cr Immentany 2000
« ExDenss
Or Enpenss
Cr Cash for labilier or both)
« [Disozunt
Or Acocunts Favable
Cr Imreenbory
o [ricome Tax

Dr Incomie Tax Expense
Cr Income Tan Payskle

" Types of Joumal Entries
Adjusting Entries: joumal =ntries that resultfrom
passaze of tme. Fart of measurement of net nome
Clesing Entries: Feduces noome statement scoourns
to rerc by
v Debitng rewenue scocunt & oediting exoense
acocunts, and
o fransferng net incoma’loss o Briained Earnings
v Examples:
Dr Retainesd Eamings
CrCDES
Or Sales Bevmn e
Cr Retsined Eamines

[ | | Entri

= Issuas 2000 shares of £2 par welue commen stock for 520,000 ash

Cr Cash 20,000
Cr Commicn Stack 20,000
Cr Additional Faid in Capieal 50,000

= dcquire building w0 appraised walus of $100H for 530K cash and
assumpionof 25-vear, 105 morfmeew balance of 580K
Cr FFE 0, 000
r Cash
Cr Morigses Fayable

30,000
0 000
Frepaid Rent
= Fay $1000 to landlerd for cument manth's olus nest month's rent
Cr Rent Experse 1
Cr Fregaid Rt 1
Cr Cash 100D
» Adjustng entry for orepand rent after 1 month
Cr Rent Expense 1
Cr Frepaid Rent e - H
SuEsTiptons
» Sall £24 i miazaaine subscription thatwil be flked cver nect 12 mon
DrCash 000
Cr advanoesfrom customer (Defersed Posenuel 2000
» ddjustng entry for sbove mazszine subsoopbion afber 1 month

Cr Advances from cussomer 00 LT
Cr REveEnile 200013
Insurance
= Bur¥ ITErance
Cr Frepaid Insuramce 120
Cr Cash ipr other ass=t] i)

» ddjustng enbtre for msurance after 2 menth
Crinsusno: Bpese 1307132
Cr Frepaid nsursnce  1200/132
Drzidends
» Daplaration of Cividends
Cr- F=fained Earnings
Cr Oividend Fasable
=« Faymantof Diedends
Cr Oivadered Pawakle
CrCash
Cr Frepaid nsursnce
Imterast (adustng sntny
Cr Imberest Expersas
Crinberest Favakle
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Deprecation
DO Ceore0aton Spense
Criacoumulsisd Depreciabion Jong-tarm contra-asset accth
Use aof ofhice supplies |adustng =niry)
Cr Office Supplies Expense
CrOffice Supplies
Compansrton Bonus
* Bonus b be paid )
Cr Compensabicn Expenge
Cr Eonus Fayable
= Bonius paid
Cr Ecnus Faysble
CrCash

AlkwEnoe Method for Usoodlectible foccunts
« GAFF requines firm to recopnize an oxpense for unolectible &coonks
Fecerable (AR in the same period when it racognizes the related rewenee
« Curing each pernicd, the frm estimabes the ameount of uncolecsitle AR
assocated with that penicd™s oredit sales and resoognizs that smt a5 sopense.
« T recopnios this expense the irms credits & contra-assat sccount: Allowance
for Uncollectibles that mduces totsl 4R 5o the smound the firm aspects to
oolbecs. This has effect on inocome stmt- Example lournsl Entry:

Or Baid Ceb Expense

Crallowancs far Unocllectibles

« When firm decides & cusiomer account is uncolectible, it wrbes off the oo

Cir Allcavance far Unoclkectibles

Cr scccunts Recsvable
iThis write off has no effect on income stme- & alse has nc effect on
net AR on balance sheat.)
vWhen do these entries happen?
- F=comniae EDE & adjustng entry at end of perod-
- Wb 3ff's happen doring penod & ustomess are identfied @5 unocllectble
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hoth)
1) pereemmpe-of-sales procedure - 3% of gl credit sabes will b unccl skl
v gfter mssmate is made, make adusting entry (of sstimate smeurt o debi
BDE ared credic Allowance for Uncolecthble
Cr EDE 1 ]
o g L] 100535
) aging-of-soocumts-rece ivaltde procediore: astimate mads an ape of specitic
acrourts in AR-
o ifter metimate is made, adjust the & bowanoe for Uncollectiblies so its balance
reflacts the estmatesd amount the firm eeecs to ke unccll=chible
« Ecample: sary ot the endof 2 pericd, 2 irm haz 2 debid Ealanos of £ 15000 for
Allcwance for Unccliectible and itestmabes $24000 will ke uncolectible. Then
i will make the falowing adjwstng antrs
Or Ead D=k Experisa TR0 20 e 3 0D
Cr: #llewance far Uncellacfibles 33000

IpFeaininy - 3 SELES WTH IMeEnsans
1. Whatoosts sre inclided i invenbors® Product ws. Fericd Costs
. Whn if =ver should mvertony be revabeed? Histoncsl cost vs Current val
o MEeEr CWrbsup®s Write down when markes value dedines
»  JEforericng down imentary
DirOOGE
Cr Imerrhery
= Which costs flcaw imto COGSE Imeentary cost s sssumpSion {mastimp]
CDE5 = Bag Imeertary + Addition - Ending | mesnborsy




: Curreat Fatio= Curnent Assets " Currant Lisbilibes

ImvEntory Cost Flows Manufacbarer
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and Wrrraar iemmr
Paryaldis, Dl i
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Degreciing Lonz-ived Assets llooge 21 Ecnd.Es
Tangile Asses 1} ke Bonds
Or Depreciztion Expense lor Invertony] (4obe on caloulrtions pay amention 1o WHEN the paymernts ane mads
Cr aoumubated Depredation if mod of peniod, us= smplke PF akulaton- K begpnning of pericd,
InEnEithe Assets mate suse bo WOT Jiscount first payment]
Dr &moriration Expense Cr Zash
Cr Asset for Accum Amortization) CrBonds Fayable
Cepreciaton Methods 2% Inferest Expense paid asch pericd
= raight-Ine: Take oost, subtrect sabvape, and drade by usefiol e b i5obe on caloubbian: pay aentcn o dates: pro rets inkerest
pet depreciztion expense perperiod expense nesds to be recopnized for the vesr sven if the net bond

» Dpsble-Disclining: Take the stapht-lne rabs (sudh 25 5 years or 415
por peniod], mukicdy by 2 B 179 20 and apply that to the

paremeent has not besn paid vatl
Cr inberest sopenss

A depredated balance each period- ¥ou eventually switch to 5L when Cr Bocnds F.'.':I:H:
“l‘________"__"_"_"_"_H-m_ne the 5L amaount = the DOE amount for that pericd- CrCash {or Inberest Paysble]
e — i, e » Smm-of-the-yrars - Take the useful e, 244 up the wlves e 3 3} Refire Bords
veurs e = 543454341 w2 5] and apohy the frection for that yeer (eg. i(5obe: this can beeary and mesult it s mminfloss cni retinement)]
vear 10 55335 vear 3 4795 et tothe depredable hasis Cr Ecnds F-'-'zbe
i Initial Cost =100, 3 pear (e, mhape velue=S CrCash
1] Specifc ldenchzzmon Year Cak. ainz Preces Valus
2] Weighted Aversge oz . 103 |3 | 4|8 e EEI“F:; i B i aeacca
3] UFS (reultsin kow natincome when prices sre increasing) - BL R P e — e - ‘."ﬂ_ -
IFRS prohibits LIFD Bt & allcws Srms to delay income ammii < S TR A——
& RO [resuks in Bigh net income] oow WO || ea | e | B0 N . N .
5YD BT 33 | mp | 17 | 83 Haorar mach il vou recere at mnd of .-':-'l::r.':r'.'-:-._:l_'. 10D in azcount
Types of Lonz Term Aszets ﬂmpimﬁﬁuﬁuufh:ﬁudmdismsl - 1F-:E't;r-r-.u3-.:t‘r-‘£‘ F:ﬂ-:frﬁ:bc}?-:i’e 100 = 331
= L B=1 =L SR |
[T —— 1) Long-lwved aso=ts mecept intangibles not subject to amorimton: How much doowey haee bo imasast in siccount a2 beginning of firss wear
Napws [[rpe—— =Test: book value - undiscounied sh flows that pays 105 annual inberest in arder to reoeive 100 ¢ end of every
i Mt e el i | .l gl e e B =SRIDMIMOT MEarment l‘!ﬂ-h':ﬂhﬂ“l!:h"'lﬂl-lf o wear for two years from now? : _
Ietrvelty = b :llﬁ:l-..- rirgsey e Edarms 2] inkangibles, cther tham poodaill, not subsect to smorbstion Fresent value = 10007 1-154.4] + 10011 = 174
r e = "I %Lﬂ:ﬂrﬁm:ﬁﬁm:hﬂ-h:imhe-ﬁr vale Bond Example:
by ey Gosdw & sar bond Wit a F 155 ot vield of 10%
bellasm il dsdn Book valee - residual walue from slloction 1;:}.1?;;3?:-.?::u;rﬁﬂpi:ﬁuctﬁkqm:l:jz EE_:':T.Jl:-':'l :'-'::.'Jl.nz
it instagie Aoy ey Ratirement of aseat [lsme 4 30 and Dec 31
Standand Journal Entry
B b Laml Gdling asl Framy P b gms jasar)
fops g 'I-'I"-"'F-“::I Ii-Fom bowpispm (el Dr Cash iicash reosressd imossle, may b= 0] R
o :
blers, mmg_u:u—. ol Cr Acrumulated Deprecation (full balamnoe}
o il Ll P il [ s Pl v Lo {phog] xR OUUPE Ty =, s [
i ““ I. E'G.“I'll:ml [ R ] T TS s e g s, ArmFfeas e
‘aramil s r Equipment l]:riii'ﬂlnn'.: I - —
1 Eaonds |Key Termsl
Long-ived Assess - £ lssues . Coupon: ¥ of the face value the frm pays the nvestor each vear S o " i i ) b -
1} Cest Cagitalization: 2] when do we cacitalze aosets” b how much Frincipal : the amount you cwe people. Often the came o faom wal. veanian . w . - 1 .
do we capitalme seaie? Fare Walue - How much wou have to pay at maturity e Ny - - = - - o -

2] Cest allocton

3] impac of new informaticn: astimates, improvemant, impairment
& Fmtiramant

3 Catezpries of lone-fved Amets

1] Long-Fved ass=ts eecapt inkangible sssets not subject to
amoriatian and Foodwil

2| inanghbles, cther than poodweil, net subject b amorsm=bon

3] Soodwil

Petarket rate: the rate used b calou bte Fresent Walie of =ach
paymeent aned inbarest epense

Imberest Expense: Market Ratz © bezinning amorszed balanoe
Iszue Price: Amoumnt that firm recenes for Bends, which is egual b
FY of face value + P of coupon payments

Discount or premum: Diffesssce bebyeen faos value and the issoe
price of the bonds- I coupon < market rete, then bonds il be
issued ot decount. B coupon> markes rabe then premum-




