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Meet the Authors

David H. Marshall is Professor of Accounting Emeritus at Millikin University.
He taught at Millikin, a small, independent university located in Decatur, Illinois, for
25 years. He taught courses in accounting, finance, computer information systems, and
business policy, and was recognized as an outstanding teacher. The draft manuscript of this
book was written in 1986 and used in a one-semester course that was developed for the
non-business major. Subsequently supplemented with cases, it was used in the business core
accounting principles and managerial accounting courses. Concurrently, a one-credit hour
accounting laboratory taught potential accounting majors the mechanics of the accounting
process. Prior to his teaching career, Marshall worked in public accounting and industry and
he earned an MBA from Northwestern University. Professor Marshall’s interests outside
academia include community service, woodturning, sailing, and travel.

Wayne W. McManus makes his home in Grand Caymian, Cayman Islands,
BWI, where he worked in the private banking sector for several years and is now a semiretired
consultant. He maintains an ongoing relationship with the International College of
the Cayman Islands as an adjunct Professor of Accounting and Law and as a member of
the College’s Board of Trustees. McManus now offers the Cayman CPA Review course
through the Financial Education Institute Ltd. and several professional development courses
through the Chamber of Commerce. He earned an M.S. in accounting from Illinois State
University, an MBA from the University of Kansas, a law degree from Northern Illinois
University, and a master’s of law in taxation from the University of Missouri-Kansas City.
He serves as a director of Endeavour Financial Corp. (EDV on the TSX exchange).
He is an active member of the Cayman Islands Society of Professional Accountants and the
local chapter of the CFA Institute. Professor McManus volunteers as a “professional” Santa

each December, enjoys travel, golf, and scuba diving, and is an audio/video enthusiast.

Daniel F. Viele is Professor of Accounting and currently serves as Associate Vice
President for Academic Affairs at Webster University. He teaches courses in financial,
managerial, and cost accounting, as well as accounting information systems. He has
developed and taught numerous online graduate courses and for his leadership role
in pioneering online teaching and learning, the university presented him with a
Presidential Recognition Award. Professor Viele’s students and colleagues have also cited
his dedication to teaching and innovative use of technology and in 2002 Webster awarded
him its highest honor—the Kemper Award for Teaching Excellence. Prior to joining
Webster University in 1998, he served as a systems consultant to the graphics arts
industry, and his previous teaching experience includes 10 years at Millikin
University with Professor Marshall. Professor Viele holds an M.S. in Accounting from
Colorado State University and has completed the Information Systems Faculty Development
Institute at the University of Minnesota and the Advanced Information Systems Faculty
Development Institute at Indiana University. He is a member of the American
Accounting Association and the Institute of Management Accountants where he has
served as President of the Sangamon Valley Chapter and as a member of the National
Board of Directors. Professor Viele enjoys sports of all kind, boating, and a good book.




W (4 lC OTIE 1o the Ninth Edition of Accounting: What the Numbers

Mean. We are confident that this text and supplemental resources will permit the
achievement of understanding the basics of financial reporting by corporations and
other enterprises.

Accounting has become known as the language of business. Financial statements result
from the accounting process and are used by owners/investors, employees, creditors,
and regulators in their planning, controlling, and decision-making activities as they
evaluate the achievement of an organization’s objectives. Active study of this text will
allow you to acquire command of the language and help you become an informed user
of accounting information.

Accounting issues are likely to touch the majority of career paths in today’s economy.
Students whose principal academic interests are not in accounting, but who are inter-
ested in other areas of business or nonbusiness areas, such as engineering, behavioral
sciences, public administration and prelaw programs, will benefit from the approach
used in this book. Individuals aspiring to an MBA degree or other graduate programs
that focus on administration and management, who do not have an undergraduate
business degree, will benefit from a course using this text.

Accounting: What the Numbers Mean takes the user through the basics: what
accounting information is, how it is developed, how it is used, and what it means.
Financial statements are examined to learn what they do and do not communicate,
enhancing the student’s decision-making and problem-solving abilities from a user
perspective. Achieving expertise in the preparation of financial statements is not an
objective of this text. In short, we have designed these materials to assist those who
wish to learn “what the numbers mean” without concentrating on the mechanical
aspects of the accounting process.

Best wishes for successful use of the information presented here.

David H. Marshall
Wazne W. McManus
Daniel E. Viete



Putting the Pieces Together

Named after a Chinese word meaning -“‘sparrow,” mah-jongg is a centuries-old game of
skill. The object of the game is to collect different tiles; players win points by accumulating ;
different combinations of pieces and creating patterns. We’ve chosen mah-jongg tiles as
our cover image for the ninth edition of Accounting: What the Numbers Mean because
the authors show students how to put the pieces together and understand their relationship
to one another to see the larger pattern. By focusing on the meaning of the numbers used in
financial statements, students develop the crucial decision-making and problem-solving
skills needed to succeed in any professional environment.
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Marshall continues to be the market-leading text for the Survey of Accounting
course, helping students to succeed through clear and concise writing, a conceptual
focus, and unparalleled technology support.

Clear

g Instructors and students alike have praised Accounting: What the Numbers Mean for its
effectiveness in explaining difficult and important accounting concepts to all students, not
just future accountants. Instructors consistently point out that students find this text much
less intimidating and easier to follow than others they have used.

o -

Concise

In concentrating on the basics—what accounting information is, what it means, and how it
is used—Accounting: What the Numbers Mean does not overwhelm students with encyclo-
pedic detail. The emphasis on discovering what financial statements communicate and how
to better use them (as well as other pieces of accounting information) facilitates student
comprehension of the big picture.
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Conceptual

Accounting: What the Numbers Mean focuses on helping students understand the
meaning of the numbers in financial statements, their relationship to each other, and
how they are used in evaluation, planning, and control. Technical details are mini-
: mized wherever possible, allowing instructors to highlight the function of financial
X statements, as opposed to their formation.

-SRI T UL

| Technology

To meet the evolving needs of instructors and students, the ninth edition features
a far more extensive technology support package than ever before. An expanded Online
Learning Center includes a wealth of self-study material for students. McGraw-Hill’s
Connect Accounting lets instructors assign, collect, and grade homework online. In
addition, McGraw-Hill’s Connect Accounting Plus gives students the ability to work with
an integrated eBook while managing and completing homework online.
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What Makes Accounting: What the Numbers Mean
Such a Powerful Learning Tool?

¢ Business in Practice

Throughouteach chapter, these boxes highlight
and discuss various business practices and
their impact on financial statements. Seeing
the real-world impact of these business
practices helps students more completely
understand financial statements in general.

What Does It Mean?

As students progress through each chapter,
What Does It Mean? questions prompt
students to self-test their understanding
following coverage of key topics. What Does
It Mean? answers are provided in the end-of-
chapter section.

Study Suggestion

Here the authors offer advice and tips to
students to help them better grasp specific
chapter concepts.

Business on the internet

These boxes direct students’ attention to the
Internet for a fresh perspective on how the
concepts they’ve just learned are applied in
a modern context.

intel 2008 Annual Report
Excerpts from Intel’s annual report are
included as an appendix at the back of the
book. Frequent references to this material are
made in the financial chapters of the text. The
Intel icon is located next to end-of-chapter
material that requires the student to call
upon this real-world resource. The inclusion
of .annual report data piques student interest
and provides valuable hands-on experience.




Morve great pedagogy to guide student learning, and
extensive end-of-chapter material to challenge
students in applying what they have learned.

S ¢ Chapter Summaries and Key Terms
and Concepts promote greater retention of
important points and definitions as well as facilitate
review.

Demonstration Problem
Visit the text Web site at wwwwmibe.com/marshalioe to view o
demanstration problem for this chapter.

Summary

Finmneial suagenents vesult frosm the bookheoping (procedures for sorting, chnsifying,
and presenting the efficts. of o transaction) and accouting (e selection of aliema
v methonds of reflec effects of cortain transactions) processes. ceping
procedures for recording tramsactions are built on the framework of the accounting
cquation (Assets = Liahilities + Owners” equity. which must be kept 10 batance.

T T i b s Demonstration Problems drive students

omponet of vty s, Revennes sod oxpesses of the lacoms sicneat s to the Marshall/McManus/Viele Online Learning Center

. 4 ? 3 (www.mhhe.com/marshall9e) to view a fully worked-out
problem with solution.

Key Torms and Concepts

ey

‘accumulited iber comprehensise lncose (oss) (p. 3021 v b e’ equity for
financial copaning porposes that (nchde: transtasion
adjsies o fos etabic sccuriics. asdonad

Self-Study Quizzes are an additional online

resource located on the Online Learning Center (www.

mhhe.com/marshall9e). They help students test their

Sell:Study Matesial knowledge and understanding of chapter concepts.

" Vit he text Wb i at i, comymarshaSy ke o sef-study Results are tabulated and can be routed to multiple email
SER R addresses if necessary.

\ oF the isonnt eceived frois the sale of stk
) vl o the siares sl

Self-Swudy Quiz

g R g i b i » Self-Study Material features multiple choice
ey tenm or convept o each definition provided (items 1-1%). Note that not all key 2 ) 5 i
terms 4 concepts will be usei. Soliwions ans prosiied At the end of thils chpler, and matchlng questlons. Answers for thls section are
w Accumalated depreciation p. Eamings per share of common A .
h Ralce b o i given on the final page of each chapter.
e Canen s 5 ELJZZIIZ’;T;Z'.Z."\“,,.J. )
lerchandise inventory tained earnings . v .
s oo * Exercises give students a chance to practice using
Fxpenney Par value . .
Gt Jian—— the knowledge gained from working through the chapter
owses Matching o pt s 5
N Ay material. :
Cases o * Problems challenge students to apply what they
Analysis of liquidity and profitablity measures of Agple loc. The following — Case 3.47 have learned. Specific problems are tied to the Intel 2008
»_mm?.nlr.ml,d;u_‘a "_'“‘)‘"“‘ lvf nu!lmml are taken I.nxm lIl\; ?cp‘u'n\h‘x b1 IKK”!: ad 103,467 5 i
e o g il el e L L e Annual Report, excerpts of which are included at the
devices, along with a variety of related software, ervices, periphorals, and network- . .
e T LR DAL S 4 back of the text, bringing a strong, real-world flavor to

the assignment material.

¢ Cases allow students to think analytically about topics
from the chapter and apply them to business decisions.

o A Continuous Case is provided for Chapters
4,6, 8 and 11 to allow the student to link concepts learned
in earlier chapters to what they learn in later chapters.
It also allows for an understanding of how the material
exce’ works together to form a larger picture.

ﬁ’@ Comectm eXMcel i n t el ’ * lcons identify exercises, problems, and cases involving

jaccounting  TUTORNg, Excel Templates, the 2008 Intel Annual Report, Connect
Accounting, and Web-based Excel Tutors. ‘




A Market-leading Book deserves market-

leading technology.

McGraw-Hill —\ Connect
Connect Learn
Accounting Succeed”

Less Managing. More Teaching.
Greater Learning.

McGraw-Hill Connect Accounting is an online as-
signment and assessment solution that connects stu-
dents with the tools and resources they’ll need to
achieve success.

McGraw-Hill Connect Accounting helps prepare
students for their future by enabling faster learn-
ing, more efficient studying, and higher retention of
knowledge.

McGraw-Hill Connect
Accounting features

Connect Accounting offers a number of powerful
tools and features to make managing assignments
easier, so faculty can spend more time teaching. With
Connect Accounting, students can engage with their
coursework anytime and anywhere, making the learn-
ing process more accessible and efficient. Connect
Accounting offers you the features described below.

Simple assignment management

With Connect Accounting, creating assignments is
easier than ever, so you can spend more time teaching
and less time managing. The assignment management
function enables you to:

* Create and deliver assignments easily with selectable
end-of-chapter questions and test bank items.

» Streamline lesson planning, student progress
reporting, and assignment grading to make
classroom management more efficient than ever.

» Go paperless with the eBook and online
submission and grading of student assignments.

Smart grading

When it comes to studying, time is precious. Connect
Accounting helps students learn more efficiently by
providing feedback and practice material when they
need it, where they need it. When it comes to teach-
ing, your time also is precious. The grading function
enables you to:

= Have assignments scored automatically, giving
students immediate feedback on their work
and side-by-side comparisons with correct
answers.

* Access and review each response; manually
change grades or leave comments for students to
review.

= Reinforce classroom concepts with practice tests
and instant quizzes.

Instructor library

The Connect Accounting Instructor Library is your
repository foradditional resources to improve student
engagement in and out of class. You can select and
use any asset that enhances your lecture. The Con-
nect Accounting Instructor Library for Marshall 9e
includes:

* eBook

* PowerPoints

¢ Instructor’s and Solutions Manual
¢ Test Bank

* Solutions to Excel Spreadsheets

* Web-enhanced Solutions

Student study center

The Connect Accounting Student Study Center is
the place for students to access additional resources.
The Student Study Center:

« Offers students quick access to lectures, practice
materials, eBooks, and more.

» Provides instant practice material and study
questions, easily accessible on the go.




Student progress tracking

Connect Accounting keeps instructors informed about
how each student, section, and class is performing,
allowing for more productive use of lecture and of-
fice hours. The progress-tracking function enables
you to:

» View scored work immediately and track
individual or group performance with assignment
and grade reports.

¢ Access an instant view of student or class
performance relative to learning objectives.

= Collect data and generate reports required by
many accreditation organizations, such as AACSB
and AICPA.

Lecture Capture

Increase the attention paid to lecture discussion by
decreasing the attention paid to note-taking. For an
additional charge, Lecture Capture offers new ways
for students to focus on the in-class discussion, know-
ing they can revisit important topics later. For more
information on Lecture Capture capabilities in Con-
nect, see the discussion of Tegrity on the next page.

McGraw-Hill Connect Plus Accounting

McGraw-Hill reinvents the textbook learning ex-
perience for the modern student with Connect Plus

Accounting. A seamless integration, Connect Plus
Accounting provides all of the Connect Accounting
features plus the following:

* An integrated eBook, allowing for anytime,
anywhere access to the textbook.

» Dynamic links between the problems or
questions you assign to your students and the
location in the eBook where that problem or
question is covered.

= A powerful search function to pinpoint and
connect key concepts in a snap.

In short, Connect Accounting offers you and your stu-
dents powerful tools and features that optimize your
time and energies, enabling you to focus on course
content, teaching, and student learning. Connect Ac-
counting also offers a wealth of content resources for
both instructors and students. This state-of-the-art,
thoroughly tested system supports you in preparing
students for the world that awaits.

For more information about Connect, go to www.
megrawhillconnect.com, or contact your local
McGraw-Hill sales representative.



Tegrity Campus: Lectures 24/7
%Gegrity campus

Tegrity Campus is a service that makes class time
available 24/7 by automatically capturing every lec-
ture. With a simple one-click start-and-stop process,
you capture all computer screens and corresponding
audio in a format that is easily searchable, frame by
frame. Students can replay any part of any class with
easy-to-use browser-based viewing on a PC, Mac, an
iPod, or other mobile device.

Educators know that the more students can see, hear,
and experience class resources, the better they learn.

In fact, studies prove it. Tegrity Campus’s unique
search feature helps students efficiently find what
they need, when they need it, across an entire semes-
ter of class recordings. Help turn all your students’
study time into learning moments immediately sup-
ported by your lecture. With Tegrity Campus, you
also increase intent listening and class participation
by easing students’ concerns about note-taking. Lec-
ture Capture will make it more likely you will see
students’ faces, not the tops of their heads. To learn
more about Tegrity watch a two-minute Flash demo
at http://tegritycampus.mhhe.com.




ONLINE LEARNING CENTER (OLC)

www.mhhe.com/marshall9e

More and more students are studying online. That’s
why we offer an Online Learning Center (OLC) that
follows Accounting: What the Numbers Mean chapter
by chapter. It doesn’t require any building or mainte-
nance on your part. It’s ready to go the moment you
and your students enter in the URL.

As your students study, they can refer to the OLC Web
site and access

* Check Figures and Odd Problem Solutions
« Self-grading quizzes

« PowerPoint slides

« Excel Problem Tutorials

+ Study Guide

* Demonstration Problems

* Working Papers

A secured Instructor Resource Center stores your
essential course materials to save you prep time before
class. The Instructor’s Resource Manual, Solutions
Manual, Test Bank, and PowerPoint slides are now just
a couple of clicks away.

COURSESMART

CourseSmart is a
new way to find
and buy eText-
books. At Course-
Smart you can save up to 50 percent off the cost
of a print textbook, reduce your impact on the en-
vironment, and gain access to powerful Web tools
for learning. CourseSmart has the largest selection
of eTextbooks available anywhere, offering thou-
sands of the most commonly adopted textbooks
from a wide variety of higher-education publish-
ers. CourseSmart eTextbooks are available in one
standard online reader with full text search, notes
and highlighting, and e-mail tools for sharing notes
between classmates.

Course

MCGRAW-HILL/IRWINCARES

At McGraw-Hill/Irwin, we understand that getting
the most from new technology can be challenging.
That’s why our services don’t stop after you pur-
chase our book. You can e-mail our Product Spe-
cialists 24 hours a day, get product training online,
or search our knowledge bank of Frequently Asked
Questions on our support Web site.

McGraw-Hill/Irwin Customer Care Contact Infor-
mation:

For all Customer Support call (800) 331-5094
Email be_support@mcgraw-hill.com, or visit www.
mhhe.com/support

One of our Technical Support Analysts will be able
to assist you in a timely fashion.

G
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Instructor Supplements

Assurance of Learning Ready

Many educational institutions today are focused on
the notion of assurance of learning, an important el-
ement of some accreditation standards. Accounting:
What the Numbers Mean is designed specifically to
support your assurance of learning initiatives with a
simple, yet powerful, solution.

Each test bank question for Accounting: What the
Numbers Mean maps to a specific chapter learning
outcome/objective listed in the text. You can use our
test bank software, EZ Test, to easily query for learn-
ing outcomes/objectives that directly relate to the
learning objectives for your course. You can then use
the reporting features of EZ Test to aggregate student
results in similar fashion, making the collection and
presentation of assurance of learning data simple and
easy.

AACSB Statement

McGraw-Hill Companies is a proud corporate mem-
ber of AACSB International. Recognizing the impor-
tance and value of AACSB accreditation, we have
sought to recognize the curricula guidelines detailed
in AACSB standards for business accreditation by
connecting selected test bank questions in Account-
ing: What the Numbers Mean 9e with the general
knowledge and skill guidelines found in the AACSB
standards.

The statements contained in Accounting: What the
Numbers Mean 9e are provided only as a guide for the
users of this text. The AACSB leaves content coverage
and assessment clearly within the realm and control
of individual schools, the mission of the school, and
the faculty. The AACSB also charges schools with the
obligation of doing assessment against their own con-
tent and learning goals. While Accounting: What the
Numbers Mean 9e and its teaching package make no
claim of any specific AACSB qualification or evalua-
tion, we have labeled selected questions according to
the six general knowledge and skills areas.

connect

|ACCOUNTING

Connect Accounting
MHID: 0-07-726940-3
ISBN: 978-0-07-726940-1

Connect Accounting Plus ;= connect &
MHID: 0-07-726941-1 oS
ISBN: 978-0-07-726941-8

Instructor CD-ROM

MHID: 0-07-726943-8

ISBN: 978-0-07-726943-2

Allowing instructors to create a customized multime-
dia presentation, this all-in-one resource incorporates
the Test Bank, PowerPoint® Slides, Instructor’s Man-
ual, Solutions Manual, and Web-Enhanced Solutions.

Instructor’s Manual (Available on the password-
protected Instructor OLC and Instructor’s Resource
CD)

This supplement contains the lecture notes to help
with classroom presentation. It contains useful sug-
gestions for presenting key concepts and ideas.

Solutions Manual

(Available on the password-protected Instructor
OLC and Instructor’s Resource CD)

This supplement contains completely worked-out
solutions to all assignment material and a general
discussion of the use of group exercises. In addition,
the manual contains suggested course outlines and a
listing of exercises, problems, and cases scaled ac-
cording to difficulty.

Test Bank

(Available on the password-protected Instructor OLC
and Instructor’s Resource CD)

Hundreds of questions are organized by chapter and
include true/false, multiple-choice, and problems.
This edition of the test bank includes worked-out
solutions and all items have been tied to AACSB-
AICPA and Bloom’s standards.

Computerized Test Bank

(Available on the password-protected Instructor
OLC and Instructor’s Resource CD)

This test bank utilizes McGraw-Hill’'s EZ Test
software to quickly create customized exams. This




